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Report of the Trustees World ORT
For the year ended 31* December 2017

The Trustees of Workd ORT present their annual report for the year ended 31 December 2017, Trustees
with specific functions are termed "officers”,

Officers ta 22 May 2017 from 23 May 2017
Non-Executive
President Dr. Conrad Giles Dr. Conrad Giles
Deputy President Richard Bamstein Richard Bemstain
Chairman of the Board of Trustess Dano Werthain Crania Werthain
Treasurer Peter Klauber Peter Klauber
Secretary Judy Menikaff Judy Menikoff
Executive to 30 June 2017 from 01 September 2017
Director General Shmuel Sissa Avi Ganon
Chief Fmancial Officer and Company Secretary Stephan West Garry Hirth
Other to 22 May 2017 from 23 May 2017
Chair of the Audit and Risk Commitiee Martin Behr Emil Kalo

to 03 July 2017 from 04 July 2017
Chair of the Finance Commitiee Graham Edwards Pater Klauber

The responsibility for the financial statements lies with the Board of Trustees.

Trustees’ responsibilities
The Trustees of World ORT are responsible for the preparation of the Einancal statements for aach
financial year which give a true and fair view of the organisation's income and expenditure during the
year and of its state of affairs at the end of the year. In preparing these Financial statements they are
required to;

» select suitable accounting policies and then apply them consistently,

* make pdgements and estimates that are reasonable and prudent;

& state whether applicable accounting standards and statements of recammended practice have
bean followed, subject to any material departures being disclosad and explained in the
financial statements:

= prepare the Financial statements on the going concerm basis unless it is nappropriate to
assume that the erganization will cantinue in business

The responsibilities of the Trustees Include keaping preper aceounting records which disclose, with
reasonable accuracy, at any time, the financial postion of the organisation. They are also responsible
for safeguarding the assets of the organisation and hence far laking reasonabie steps for the
pravention and detection of fraud and other breaches of law and regulations,

Status of World ORT group
World ORT is a not-for-profit organisation registered with the Registry of Commerce in Geneva and
whose registered address is:
T Rue de Varembé, CH-1211 Genéve 20, Switredand

Mission and objectives
The mission of World ORT, a non-profit, non-political organigation is to work for the advancement of
Jewish people through training and education; to provide communities, wharever they are, with the
skills and knowledge necessary 1o cope with the complexities and uncertainties of their envircnment: ta
foster economic self-sufficiency, mobility and a sense of identity through the uss of state-of-the-art
technology.
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World ORT's Programme

Important to the success of World ORT s the role of affikated organisations in fundralsing or
implementing programmes. Affiliates are autonomous national organisations forming part of the
worldwide ORT network and using the "ORT" name. This netwark operates exclusively for educational
pUrgoses.

Furdraising is pafarmed by Werld ORT and by the affiliate national organisations in various countries.
Fundraisers have a catalogue of World ORT projects to show potential donors, Their success depends
on & number of factors including the economic environment and donor's Ife cycle

Projects are not commenced until funding has been secured and project activily can be cyclical, World
URT has managed to smooth these effects by entering into partnerships with naticnal and local
governments whemne possible.

Each relationship with a govemment body is defined by the relevant contract and accounted for
accondingly,

Activities of 2017

The Ecology Summer School was run for the second time in Panama in February with 28 students
fram 7 countries. During this 13-day programme, ORT students fram Latin America spent their time
conducting research and doing fisld projects on ecology and biology

World ORT Media Technology summer schoal was run in Sofia, Bulgaria, in July with 27 students from
7 countries,

ORT Davidson summer school at the Weizmann Institute in lsreel was run in August with 20 students
in atendance from 8 countries

A sucoessor to the Wingate Seminar, LEAD traning for teachers was run in London in MNovember,
focusing on leadership fraining for middie and senior management in Jewish schools with 22
participants from 13 countries.

The 14" World ORT Hatter Seminar took place in April 2017 with the subject of “MNew Directions in
Math Education”. 20 participants attended from 11 countries.

World ORT Awards

In 2017, two competitions were held for sludents across the ORT Network The first was for the Gina
and Joseph Harmatz Award for Social Responsability, with more than 25 applications submitted project
proposals aimed at making the worid a better place. The sacond competition was lor the STEM
Communication Award. The competition received more than 70 video submissions from studenis
explaining a complex STEM issua.

World ORT continues to run and develop web projects such as:
a Music in the Holocaust
b. And the production of & Russian Jawish Encyelopasdia

World ORT also started to work and develop new networking inftiatives and programmes including
goross the ORT Alumni Natwaork,
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Project implementation in operational countries

World ORT and ORTs in the countries of the former Soviet Union (FSU) continue to run ongoing
operations across 17 Jewish schools, fraining centres for adults and Research, Development &
Education. In 2017, a 4-year STEM campaign was successfully launched in 16 Jewish schools in the
network. In addition to that ORT continues to run extra-curmicular activities such as Shabbatons and
networking projects and competitions,

World ORT In Europe
a. A new Jewish schoal joined the ORT Network in Madrid called the Colegio Estrella Toladano,
b. In Bulgaria, a new Design and Technology laboratory, krown as “the Lego lab” was built and
installed in the school at the beginning of 2017
C. Inthe Czech Republic, ORT continues to devalop science and technology programmes at the
Lauder school in Frague.

The Heftsiba programme which sends teachers fram Israel to schaols in FSU and Baltic States for an
academic year, continued in 2017, This programme s sponsored by the lerael Ministry of the Diaspora

World ORT's operations in Israel:
World ORT Kadima Mada ("WOKM") “Educating for Lfe" Educational Network

WOKM iz working with the Israeh government and local municipaiities throughout the country to
improve slandards in schools through programs coordinated by educational specialists based at Weorld
CORT in lsrael and with the backing, support and experience of World ORT specialists worddwide.

Kilar Hasidim, Hodayot, Abir Yaakov and Kfar Silver serve as a "last stop" for some of the most
disadvantaged youth in Israel who, without special intervention, are at risk of failing academically and
socially. Both Kfar Hasidim and Hodayot high schools have been affiliated with WOKM since 2007 and
have seen significant improvements in educational achisvement during that time as a result of their
affiliation. \WWOKM has helped these schools to implement various pedagogical indiatives and has
pravided them with new and innovative educational equipment, cuttng-edge pedagogical programs
and state-of-the-art science and technology laboratories.

Levinson High School and Rabin High Schaal in Kiryat Yam are now beginning to benefit from a raft of
new innovations in pedagogy and new investment to ensure that students, many of whom are from
deprived backgrounds, have an equal and even a batter chance to reach their full potential.

World ORT YOUniversity Centres of Excellence

Providing the opportunity to succeed for students in under-served communities in lsrael. The World
ORT YOUniversity Centres of Excellence in lsrael enable underprivileged children to gain access to
after-school educational enrichment opportunities in STEM subjects never before available in their
communities. The Cenlres of Excellence serve students In lsrael's geographic and socio-econamic
peripheries listed below

Kiryat Gat, Dimona and Beer Shava in the south
Nahartya, Nazareth, Kiryat Yam and Safed in the north.
Jerusalem, serving Hared| {strictly Orthodax) yaouth
East Jerusalem, serving the city's Arab population.

The cenires offer junior and senior high school students hands-on educational expanances through
project-based leaming using the most up-to-date innovative educational tools and methodologies
Examples of courses and activities offered at the World ORT YOUniversity Centres of Excellence
include those in architecture, robotics, CS1 forensics, entreprenaurship, fashion design, electronics,
websile building, digtal media, 3D design and printing, photography & videography and veterinary
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medicing. Other clubs and programmes evailable nclude thoze o develop young computer
technicians, chess club, young engineers, astronomy & space club, young doctors, and more. More
than 5,000 students have benefitted from the classes and activities offered at the seven YO Universiy
Centres of Excallence this academic year

Kfar Silver

Following its acquisition of Kfar Silver in 2018, World ORT continues to improve the real estate and
operations of Klar Silver Youth Village in Southern lsrael.

Risk Management

The trustees examing the major risks that the charity faces each financial year when preparing and
pdating the strategic plan.

The financial risks faced by World ORT are (1) Interest rale risk, (2) Liquidity risk, (3) Equity markat
risk, {4} Foreign currency risk

Operational risks are identified as (1) the reliance on a small number af country organisations for a
large proportion of the voluntary income, (2) project management, (3) the defined banefit pension
schema.

1. The risk of World ORT having a concentration of only a few fundraising countries or organisations
This nsk is managed as follows:

1.1. Workl ORT has direct access to certain major donors in agresment with their local country
organisations

1.2, Encouraging donor country organisations to diversity their fundraising base from mapor individuals
and family trusts to many individual small donors,

1.3 Helping the operational countries to raise funds, In the first instance they attract funds from
governmen! and municipalities. Secondly, they receive parental contributions. T hirdly. they are
seek third-party donations including those from major donors. This last approach has not been as
successful in countries where there is not yet a culture of giving.

<. Project management risks mainly consist of {1) the deliverable benefit not being properly defined
and agreed by all parties, (2) projects starting before adequate funding is secured, (3) exceeding
budgeted expenditure and (4) delays to the defivery of projects and benefits. World ORT manages
these risks using procedures, plans and reviews.

2.1, in the case of major donors or third party erganisations, the tangible or intangible abiect fo be
delivered is agreed at the outset either through a project proposal document or a formal
agresment.

2.2 Projects are not started until there is certainty as to the source of funds. The Director General and
the Chief Finance Officer authorise the project to start by signing a project initiation document.

2.3, The finance system is designed around project management, Reports are available by project to
show pragress in funding, expenditure, the current project balance and the timeline to comphetion

2.4. Project managers tumn the initial project plan into purchase orders which are then authorised by
thair manager.

2.5 Project managers regularly review their data in the financial planning system and then any revised
project timeline is authorised by their manager.

2.6. Where agreed with the donors or third-party organisations, a report is submitted to them confirming
that the project has been delivered and to the recipient's satisfaction

3. The defined benefil pension scheme has a deficit of 857,000 as set oul In note 18 The actuaries
have advised the trustees of a recovery plan which has been put into effect. This commits Warld
ORT to additional payments to the pension fund of just over $100,000 each vear

3.1 The trustees closed the scheme to new members in 1998 it had thres active members at the end
of 2017. The next expected retirement ks in 2018, The kast member is due to retire in 2028
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3.2 The trustees explored the option 1o fix the Eability with a third party by immediately paying of the
deficit plus an additional sum to caver future risk. However, the trustees believe il is more cost-
effective Lo manage the risk internally,

4.3 The trustees appointed a professional trustee in early 2014 with the remit to identify schame nisk
and recommend ways to minimise it. Further considerations of the scheme risk are in note 18,

The risk of not lefting space in ORT House is managed by

1. Maintaining the building to @ commercially attractive standard.

2. A large space is occupied with a conferancing activity which has a diverse sei of clients in the
public and chanty sectors

4.3. Dwiding the rest of the excess space into smaller units to achieve a diversity of fenants.

Number of tenants
and one llcensed

Rentai and licence fee revenue activity

Aty Flan Flan
2017 2018 2018

uncker F50, 000 per annum 10 10 10
Chvar 5100000 per annum = 2 2 2
Total numbar of tenants and one licensed aclivity 12 12 12

Investment Policy

The frusiees have unlimited powers of investment, The trustees delegate this responsibility 1o the
investment committee who meel approximately three times per annum

Dietails of the financial assets can be found in nata 11,
In summary, the investment policy has three main strands-
1. Cwnership of freehold iand and an office building, ORT House in London, which hosts the
administrative siaff.
ORT House comprises most of the value of the fixed assels. Some offices in the property are let to
tenants all of whom are non-commercial erganisations,
The revenue from the lelting activity in 2017 was $376,000 (2016: $401,000). The property's
running coets in the year ware 573,000 {2016: $478 000)
2 Investment in State of lsrael bonds. About half of the investment in bonds is on behalf of a lang-
term project in Israel.
3. Placement of funds which are not required in the day-to-day running of World ORT in the hands of
an investment manager of imernational standing. The investment committee gives the investment
manager the overall asset allocation which is regulardy reviewed.

Revenue for the year

Total revenue for the year was USD B3.0 million, (2016: USD 64 2 million).
Restricted project revenue for the year was USD 78.6 million (2016: USD 57.7 million)

Results for the year

There was a tofal net deficit for the year of WSD 3.5 million, (2016 deficit of USD 0.3 million) before any
adjustiment for losses on pensions benefits.

Unrestricted funds showed a net deficit for the year of USD 3.4 millicn, (2016 defict of USD: 0.1
million} partially resulling from exceptional one off costs of $800K Incurred in the year,

Rastricted funds showed a net deficit for the year of USD 33k {2016 deficit of USD: 0.6 million) due to
tming differences of project revenue to expenditure,
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Froperty and fixed assets

Movements on fixed assets are <ol out in note 10 1o the financial statements. The trustees are of the

opinion that the market value of freehold land and buildings is at least equal to the value shown in
these financial statements

Review of financial transactions
Gains on investments, including re-invested income, were USD 1.1m compared with a gain on

investments of USD 0.2m in 2016.

The financial statements, together with explanatory notes on pages 11 to 32, summarise the
fransactions of the organisation during the year ended 31 December 2017,

Signed in terms of the Constitution of World ORT by:

; pidpurbn

N
A Peter Klaubar
Director General Chair, Finance Commities
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Statutory auditor's report on the audit of the consolidated financial statements

Dpinian

We have audited the consolidated financial statements of World ORT and its subsidianies {lha
Group), which comprise the consalidated stalements of comprehensive activites, consohidaied
statement of financal position. consolidated cash flow statement and consolidated atatament of
changes in Charitable Funds and noles on pages 11 (o 32 for the year ended 31 Decemnbar 2017

In our opinion, the accompanying consolidated financial statements give a frue and fair view of the
consohidated inancial posifion of the Group as at 31 December 2017, and its consolidated financial
performance and its consolidated cash fiows for the year then ended  in sccordance with
International Financial Reporting Standards {IFRS) and comply with Swiss law

Basis for opinlon

We conducted our audit in accordance with Swiss law, International Standards an Auditing (154s)
and Swiss Auditing Standards. Ouwr responsibilities under those provisions and standards are
further described in the Auditor's responsibilities for the audi! of the consolidaled financial
stateimants seclion of our report.,

W are independent of the Group in accordance with the previsons of Swiss law and the
requirements of the Swiss audit profession, as well as the IESBA Code of Ethics for Professional
Accountants, and we have lulfilled our oiher ethical responsitiliies in accordance with thase
requirements

We believe thal the audit evidence we have obtained s sufficient and appropriate to provide &
bagis for our opinion,

Other information in the annual repoart

The Board of Trustees is responsibée for the ather information in the annual report The other
Information comprises all information included in the annual report, but does nat indude the
consolidated financial stalements, the stand-alone financial stalerments and our audilor's reports
theraon

Llur apénion on the consolidated financial statements does not cover the other information in the
annual report and we do not express any form of assurance conclusion thenean

In cannection with our audit of the consolidated financial statements. aur responsibility is to read
the other information in the annual report and. in doing 80, conslder whether the athar Infamation
is materially inconsistent with the consalidated financial stalements or our knowledge obiained in
the sudil, or olherwise appears to be materially misstated. If, based on the work we have
performed, we contlude that there is a material misstatsment of this cther information, we ans
required to repaort that fact. We have nothing to repart in thes regard

q
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Respaonsibillty of the Board of Trustees for the consolidated financial statements

The Board of Trustees is responsible for the preparation of the consclidated financial statements
that give a true and fair view in accordance with IFRS and the provisions of Swiss [aw, and for such
internal control as the Board of Trustees dedermines is necessary (o enable the preparation of
consolidated financial staternents that are free fram material misstatement, whether due to fraud or
BHor

In preparing the consolidated financial staterments, the Board of Trustees is responsibie far
assessing the Group's ability fo continue as a going concem, disclasing, 25 applicable, malters
related to going concern and using the going concern Basis of accounting unbkess the Board of
Trustees either intends to liquidate the Group or to cease operations, or has no reslistic allernative
bt fe i 50.

Auditor’s responsibilities for the audit of the consolidated linancial staternents

Dur objectives are fo oblain reasonable assurance about whether the consalidated financial
slatements as a whole are free from material misstaternent, whether due to freud of &rior. and io
ssue an auditor's report that includes our apinion. Reasonable assurance is a high level of
assurance, but is not a guarantee thal an audit conducied in accordance with Swiss lew, 1SAs and
Swiss Auditing Standards will always detect a matenal misstatemeant when it existe Misstatlernents
can arse from fraud or error and are considerad material if, individually or in the aggregate, they
tould reasonably be expected o influence the economic decisions of usars taken on the basis of
these consolidated financial statements

A further desteription of our responaibilities for the audit of the consolidated financial statements is
located al the website of EXPERTsuisse: hitp iiwsew expertsuisse chien/audit-repon-for-public-
comparnies. This description farms part of our auditor's report.

Report on other legal and regulatory requirements
In accordance with article 728a para, 1 ilem 3 CO and the Swiss Auditing Standarg 830, we

confirm that an intemal controel system exists, whach has been designad for the preparation of
consolidated financial statements according to the nstructions of the Board of Trustees,

We recommend thal the consoiidated financial statements submitted to vau ba approved,

Ernst & Young Lid
Alfred Widmann Diidier Legquin
Ev {Cualified Ev (Qualified
Signaturs) Signatura)
Licansesd audi sapan Licensed audi anpen
iAuditor in change)
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Consolidated statement of Comprehensive Activities World ORT
For the year ended 31" December 2017

2017 2017
Unrestricted  Restricted 2017 2016
funds funds Total Total
Mote LUS$'000 USE000 UsSs'000 USS000
Revenue
Denations and grants Ja 3,802 Trre 81,683 B3 282
Property Ib 37 . are 401
Meetings and other revenue 155 B34 a0 A5
Total revenue 4,433 78615 83,048 64,175
Expenditure
Direct project and charitable expenditure:
Grants and project costs 1,819 77.0g7 76,816 59,587
Delivery costs 3,018 - 3,019 1,805
Property costs 3b 474 230 TOE 478
Orther direct costs G600 . &00 746
Total 5917 T 22 54143 8717
Other expenditure:
Fundraising 1,499 - 14682 862
Management and adm inisiraton 1,454 56 2000 1,056
Tatal 4 2953 506 340849 2.018
Total expenditure 8910 78732 67642 64,735
Surplus/{deficit) before financial items (4.477) (117) [4,584)  (s60)
Financial income
Interast earned 2 4 (1] 4
Interest paid - - & 117}
Imvestment income 21 2B 47 45
Gainsf{losses) on investments, realized
and unrealised 1015 54 1,068 196
Total 1.038 84 1,122 224
Surplus/{deficit) for the year {3,435) (33) (3.472) (331)
Other recognised gains and losses
Actuarial (loss)igain on defined banefit
peEnsion scheme 44 i 5 e
Net movement in funds {3,353) {33) {3.386) (B23)

The netes on pages 15 to 32 form part of these Financial Statements
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Consolidated statements of Financial Position
For the year ended 31" December zu:__:_{

World ORT

Agsels

Mon-current assets

Froperty, fidures and equipmeant
Financial assets

Current assets
Irventaras

Accounts recaenvablies
Caszh and cash equivalents

TOTAL ASSETS

Charitable funds and liabilities
Charitable funds

Restricted funds

Restricted endowment funds
Restricted project funds

Unrestricted funds
General resenes

Total Charitable funds

Non-current Rabilities
Interest-bearing bans and borrowings
Met emplovee defined benefit lizbifities

Current kabilites
Accourts payable
Interest-baaring loans and bomowings

Total abilities

Total charitable funds and llabilities

Note

10
11

12
13

16
18

14
16

The notes on pages 15 to 32 form part of these Financial Statemants
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2017 2016
US§000  US$'000
5,890 5.953
12.413 11,453
18,303 17,406
184 166
3,196 6.580
B B24 9,624
12208 18,380
30,507 33,786
1,801 1,848
18,660 15,748
18,5581 18,594
1.233 4,586
19,794 23,180
150 247
857 641
1,007 888
9,634 9,617
72 201
8,708 8,718
10,713 10,606
30,507 33,786




Consolidated statements of Cashflows
For the year ended 31* December 2017

World ORT

2017 2016
Note US$'000 US$000
Cash flows from operating activities
Net deficit before financial items (4,584) {560)
Adjustments to reconcile deficit to net cash used in
ocperating activities:
Adjustments to the profit or loss items:
Depreciation and impairment of property and equipment 10 374 171
Adjust for pension actuarial galndlnss)iess thru reserves 86 (282)
Dither movemeant - 1
{4.134) (120)
Changes in asset and liability items
{lncrease)/decrease in accounts recevables 3,304 (2,420)
{Increase)/Decrease in inventores (18] 27
Increase in rade and other payables 117 728
Increase/(Decrease) in defined benafit liakbeliny 216 (66}
3,709 {1,731)
Cash flows from investing activities
FPurchase of tangible fixed sssets 10 {312 {197)
Acquisition of cash with Kfar Silver swnership - 142
Intereal received (] .|
Interest paid - (17)
Investment income 47 46
Investment added additions during the year 1 - {(B815)
Investrmeant capital returned withdrawal of capétal 11 110 528
{149) 91
Cash flows from financing activities
Payment on borrowings (226) (15)
Net increase/{decrease) in cash and cash equivalents (800) (2,335)
Cash and cash equivalents at 1 January 8624 11,959
Cash and cash equivalents at 31 December 8,824 8,624

The notes on pages 15 to 32 form part of these Financial Statements

13



Consolidated statement of changes in charitable funds World ORT
For th_& year ended 317 De:emhg_r 2017

Restricted Unrestricted Total
funds 4 funds _ funds
e o General
Endowmant Projects Reserves
US§000 USSDOD US$'000 LIS$000
At 1 January 2018 2,624 18,159 5,020 23,803
Surplus | (Deficit) for the year 2016 39 (228) (142) (331)
Grant from restricted endowment fund (815) Bi5 : -
Fension acluarial gain . = {282) {292,1_
At 31 December 2016 1,848 16,746 4,586 23,180
Surplusf{deficit) for the year 2017 163 {198) {3,439) (3,472)
Grant from restricted endowment fund {110) 110 -
Pension actuarial koss/Gain - . o BB 85
At 31 December 2017 1,901 16,660 1,233 19,794

An explanation of the pension actuarial flesslgain iz sel oul in nole 18
An explanation of the Charitable Funds is sef out in nofe 19

14



Motes to the Financial Statements World ORT

For the year ended 31 December 2017

1 Authorisation of financial statements and statement of compliance with IFRSs
The consolidated financial statements of Workd ORT for the year anded 31 Decamber 2017 weie
authorised for issue by the trustees of Werld ORTon  / /2018, The consolidsted financial
statements of Ward ORT have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the Intemational Accounting Standards Board.

Accounting policies
a.

Basis of preparation

The consolidated financial statements have bean prepared on a historical cost basis, except for
financial instruments that have been measured at fair value. The accounting policies that follow set
out those policies which apply in preparing the financial statements for the year ended

31 December 2017.

The consolidated financial statements have been prepared in LS Dollars as this is the functicnal
and presentational currency of the World ORT group. All values have been rounded to the nearast
thousand (US$'000) except when otherwise indicated.

Judgements and key sources of estimation and uncertainty

The preparation of financial statements requires the trustees to make judgements, estimales and
assumplions that affect the amounts reporied for assets and llabdities at the financial position date
and the amaunts reported for revenues snd expanses during the year. However, the nature of
estimation means that actual cutcomes could differ from those estimates

In the process of applying World ORT's accounting policies, the trustees have made the fiollowing
judgements, assumptions and estimations which have the most significant effect on the amounts
recognised in the financial statements.

= MNon-financial assets
Workd CRT assesses whether there are any indicators of impalrment for all non-financial asssts
at each reporting date.
When vaiue In use calculations are undartaken trustees must estimate future cash flows from
the asset or cash generating unit and choose a suitable discount rale in order to reflect the
present value of those cash flows.,
The cumrent carrying value of non-financial assets of $5.9 million (2016: 36 0 million) is not
considerad impaired,

= Defined benefit pension scheme
The valuation of the scheme assets and liabilities is Sublec! to assumptions aboul discount
rates, expected rates of retum on assets, future salary increases, moriaity rates and future
pension increases.
World ORT retains the services of gualified actuaries to advise the frusiees when making these
assumptions and the current applied assumptions are in line with prevailing market
benchmarks.

= Fair value of financial instruments
State of lsrael bonds are valued at their nominal value as they will be held lo maturity. Other
financial assets are held in a portfolic. World ORT retains a fund manager 1o manage the
partfolio and submit a period-end valuation. The liguid nature of the portfolin's assets leads the
manager to apply their market value at the financial position date (also see notes 2i and 2)
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2 Accounting policies (continued)

b. Jurisdictions
World CRT and its subsidiaries are registered in Switzerland, United States of America, |sraal and
the United Kingdom and are therefore subject to tax law in these jurrsdictions respectively. As
sach entity is exempt from paying tax, no IAS 12 disclosures have to be made.

c. Basis of consolidation
The consolidated financial statements of World ORT for the year ended 31 Decembear 2017
Include five subsidiary undernakings, consolidatad in full, as follows

Subsidiaries Country Status

World ORT Inc United States of America Whaolly owned
Waorld ORT Trust United Kingdam Whally owned
Kfar Silver Youth Village  Israel Whally owned
Warld ORT Kadima Mada  Israel Effective control *
Sasa Setton Kav Or lsraal Effective control *

"World ORT owns 49% of World ORT Kadima Mada. The remaining 51% of the shares are held in
trusteeship equally by seven independent, unrelated sharehalders, The shares were transferred to
the frustees on 4 May 2012. World ORT considers that it has effective control with this share
structure and benefits from an independent cversight. Warld ORT has input and oversight on the
appointment of Word ORT Kadima Mada senior staff. The Warld ORT Kadima Mada budgets are
approved by Workd ORT

There is no minority interest in World ORT Kadima Mada as there are no permanent assets and no
free reserves. The ownership represented by the shares is non-beneficial,

World ORT Kadima Mada owns 49% of Sasa Setton Kav Or. The remaining 51% of the shares are
held in trusteeship equally by seven independent, unrelated shareholders. The shares were
transfarred lo the trustees on 1 July 2014. World ORT Kadima Mada considers that it has affactive
control with this share structure and benefits from an independent oversight, The Sasa Selton Kav
Or senier staff are appoirted by World ORT Kadima Mada. The Sasa Setton Kav Or budgets are
eontrolied and approved by Woerld ORT Kadima Mada

The consolidated financial statements contain revenue and expenses of schools in the former
Soviet Union and Baltic States. These are schools for which World ORT has effective control by
appointing the school principal and providing additional funds.

All inter-entity transactions, including unrealised gaine and losses, have basn eliminated.
The financial statemenis of the subsidianes are prepared for the same reporing period as Waorld
ORT, using consistent accounting pobicies

Werld ORT provides support to subsidiaries as follows:

Waorkd ORT Ing: provision of funding and liquidity support
World ORT Trust provision of bquidity support.
Kfar Silver Youth Village: provisian of funding and liquidity support

d.  Foreign currency translation
The functional and presentation currency of the Workd ORT group is the US Dallar, It is the
functional currency because most income is due in US Dollars and, in twrn, the group matches as
much of its commitments as possible in that currency.

World ORT Kadima Mada and Sasa Setton Kav Or have the functional cufrency of the lsrael
Shekel because all of its commitments and charitable funds are in that curfency.

World ORT Trust has the functional currency of the US Dollar because the majarity of its
commitments and all of its charitable funds are in that clifmency,
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2 Accounting policies (continued)

Transactions in nen-dollar currencies are nitially recorded in the functional currency rate rulirg at
the date of the transaction.

Manetary assets and liabilities denominated in forelgn currencies are refranslated at the functional
turrency exchange rate ruling at the financial position date. Fived assets gre translasted af the rate
of the initial transaction.

Exchange differences are recognised in profit or ks in the period in which thay arise

e. Revenue

* Revenue, including donations, is racognised in the perod in which World ORT is entitled to
receipt and where the revenue can be refiabdy measured,

= Revenue from government bodies is recagnised either according to contracts or where Warkl
ORT exercises control of the schoal.

* Unrestricted funds are available for use at the trustees' discretion in furtherance of the
objectives of World ORT.

* Resticted funds are subject to specific restrictions imposed by the donor

* Gifts in kind are included in restricted income at their fair value when recaved.

* International Co-operation projects are included in restricted funds and are accounted for under
the same policies,

= Propery income and other revenue is recognised on the accruals basis.

f. Provisions
Provisions are recognised when Waorld ORT or a subsidiary has a presant obligation (legal or
constructive) as a result of a past event and it is prebabie that an outfiow of resources embodying
economic benefits will be required fo settle the obligation and a reliable estimate can be made of

the amount of the obligation.

9. Property, fixtures and equipment
Property, fitures and equipment are stated at cost less accumulated depraciation and
accumulated impairment losses. Such costs include costs directly attributable to making the assel

capable of operaling as intended.

Depreciation is provided on all tangible fixed assets, other than freehold land, at rates calculated to
write off the cost or valuation, less estimated residual value, based on prices prevailing at the date
of acquisition or revaluation, of each asset evenly over its expected useful life. The rates applied
are as follows:

Freehold buildings: 2% per annum on cost
Building improvements:  20% per annum on cost
Fixtures and equipment:  20% per annum on cost
Computer equipmant: 33.33% per annurm on cost

The carrying values of tangible fixed assets are reviewed for impairmeant in periods if events or
thanges in circumstances indicate carrying values may not be recoverable. If any such indication
exists and where the carying values excead the estimated recoverable amounts, the assets are
written down o their estimated recoverable amounts,

An asset’s recoverable amount is the higher of an asset's fair vakue less costs to sell and its value
in use. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects the current market assessmerts of the time valus

of money and the risks spec#fic to the asset

Expenditure on fixed assets to be used on projects is charged fo project costs in profit or loss in
the period in which it is incurred,

h. Leases
Leases as lessor
Property leass revenue is recognized in profit o loss as receipts fall due according to the contracts
with the lenants
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2 Accounting policies (continusd)

Leases as lessee

Leases where the lessor retains substantally all the risks and benefits of pwnership of the asset
are classified as operating leases. Operating lease payments are recognised as an expense in
prafit or loss on a straight line basis over the lease term

. Financial assets: Initial recognition and measurement
Financial assets within the scope of IAS 39 are classified as financial assats at fair value through
the profit and loss account, loans and receivables, held-to-maturity investments, available-for-zale
financial assets, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate

State of [srael bonds are held-to-maturity investmants, The other financial assets are held-for-
trading subject to the overall asset-allocation policy set by the World ORT investment committee to
the fund manager.

|- Financial assets at fair value through the profit and loss account
Financial assets are initially recognised at fair value plus transaction costs, except in the case of
financial assets recorded at fair value through the profit and loss account. All financial assets at fair
value through the profit and loss account are traded in active markets and so subsequent
measurement of fair value of these financial assets is determined with reference to the quoted
market bid price at the close of business on the financial position date.

Any gains of losses are included with gains or loss on investments in the profit and loss account
The types of financial assets held by the Group are listed in note 11

k. Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and in hand and short-term deposits with an
ariginal maturity of three months or less.

Their camying values equate to fair value by reason of their sher term nature.

.  Receivablas
Receivablas, which have terms according to their individual contracts, are recognised and carried
al the lower of their ariginal invoice amount and their recoverable amount Where the time value of
maney is material, receivables are caried at amortised cost  Pravision is made when fhere
objective evidence that the Group will not be able to recover balances in full. Balances ane written
off when the probability of recovery is assessed as being remotbe,

m. Accounts payable
Accounts payable are recognised and camried at the onginal invoiced amount ar, in the case of
accruals, the anticipated amount lo be mvoiced. Where the time value of money is material,
payables ame carried at amonised cost

n. Pensions and other post-employment benefits
A subsidiary undertaking operates a defined benefil pension scheme and a defined contribution
scheme. Both schemes require contributions to be made to separately administered funds.

The defined benefit plan was established on 14 February 1974 and was closed to new membeare
with effect from 1 November 1808, The cost of providing benefits under the defined benefit plans is
determinad using the projected unit credit method.

Re-measurements, comprising of actuarial gains and losses, the effect of the asset ceiling,
excluding net interest (not applicabie to the Group) and the return on plan assets {exciuding net
interest), are recagnised immediately in the statement of financial position with a comesponding
debit or credit 1o retained eamings through OCI in the period in which they ocour, Re-
measurements are not reclassified to profit or loss in subsequent periods
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2 Accounting policles {confinued)
Fasl service costs are recognised in profit or loss on the earlier of

The date of the plan amendment or curtailiment, and

The data that the Group recognises restructuring-related costs

Net interest i calculated by applying the discount rate to the net defined benefit liability or
assel World ORT recognises the following changes in the net defined benefit obligation under
Other Expenditure in consolidated statement of comprahensive activities:

* Service cosls comprising current service costs, past-service costs gains and losses on
curtaliments and non-routine settlements

= Net interest expense or income

« The defined benefit asset or liabity comprises the present value of the defined benefit
obligation {using & discount rate based on high quality corporate bonds), less past service cosis
not yet recognised and less the fair value of plan assets oul of which the obligations are to ba
settled. Plan assets are assets that are held by a long-term employee benafit fund or qualifying
insurance policies. The value of any plan asset recognised is restrictad to the sum of any past
sefvice costs not yel recognised and the present value of any economic benefits available in
the form of refunds from the plan or reductions in the future contributions to the plan.

* The net defined benefit employee liability at 31 December 2017 is $619,000 (2016: $541,000)
Further details, including the principal assumptions agreed with the actuary, are given in note
18,

» The defined contribution scheme was startad from 1 Apel 2001 and is open o all employees
wha have been in employment for at least three months, The assete of the scheme are held
separately from those of World ORT. Contributions are charged o the statement of
comprehensive activities as they become payable in accordance with the scheme rules.
Differences between contributions payable in the year and the contributions actually paid are
shown as either prepayments or accruals in the financial position

0. Fund accounting
Endowment funds are set aside for future purposes and form part of the restricted funds.

p. Reserves
World ORT endeavour o maintain general funds to an amount equalling at least one year's
expenditure excluding direct project expenditure. The trustees have established this policy in arder
io prolect the organisation’s charitable programme in the event of a reduction in World ORT's
revenue or an unexpected need for addifional expenditure.

q. Project funds
Project funds are monies received from donors and partners in advance of the financial needs of
the project {see note 19) Fundraising for projects Is perfermed up to the value of the plan set out in
the project proposal

Ocecasionally the circumstances of a project change so that the funds received are in excess of the
revised needs of the project. In these cases the policy is to offer the denar(s} an alternative project
ta make use of their funds.

r. De-recognition of financial assets and liabilities
Financial assets
A financial assat is derecognised where the rights to receive cash flows from the asset have
expired, of the rights to receive cash flows from the asset have been transfered together with
substantially all the nsks and rewards of the asset, or where control of the asset has bean
transferred.

Financial labilities
A financial liability is derecognised when the obligation under the liability is discharged, cancelled
Or expires,
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2 Accounting policies (continued)

Derivative financial instruments

Workl ORT may use, from time-to-tirme, derivative financial instruments in the form of foreign
cumency contracts o hedge its risks associated with foreign currency flucluations as stated in note
17

such dervative financial instruments are initially recognised at fair value on the date on which a
derivative contract is entered inle and subsequently re-measured at fair value and classified at fair
value through profit and loss.

Derivatives are carried as financial assets when the fair value is posilive and as financial liabilities
when the fair value is negative.

Unrealised gains and losses are booked directly in profit or loss as the conditions for hedge
accounting have not besn mat,

The fair value of forward exchange contracts is calculated by using the forward exchange ratas at
the financial position date for contracts with similar maturily profiles. During year 2017 no
derivative financial nstruments were ysed {2016: nona).

MNew and amended standards and interpretations

New and amended slandards and interpretations issued but nol yel effective
In 2017, the Group adopted the following new or amended standards and interpretations for the first

fima:
= Annual Improvements 2014-2015 Cycle (effective for annual periods beginning on or after 1
January 2017).
- Amendments to IAS 7 Disclosure (effective for annual periods beginning on or after 1 January
2017}

= Amendments to IAS 12 Recognition of Deferred Tax Assets for Unrealisad Losses (effactive
for annual periods beginning on or after 1 January 2017)

The adoption of these new or amendad standards and interpretations did not have a matenal mpact
on the consolidated financial position ar performance of the Group,

Slandards issued bul not yel effective

The standards and interpretations that have been issued of amended, but not yet effective. up o the
date of issuance of the Group's consolidated financial statements are disclosed below. The Group
ntends to adopt the following standards. interpretations and amendments when they becoms
effective, o the extent they are relevant to the G raLp.

- IFRS 8 Financial Instruments {effective for annual periods beginning on or after 1 January 2018).

IFRS 15 Revenue from Contracts with Customers [effective for annual periods beginning on or
after 1 January 2018).

- Amendments to IFRS 2 Classification and Measuremant of Share-based Payment Transactions
(effective for annual periods beginning on ar after 1 January 2018).

- IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration (eflective for
annual pariods beginning on or after 1 January 2018).

Amendments to 145 40 Transfers of Investrment Property (sffective for annual periods beginning
on or after 1 January 2018).

- IFRS 16 Leases (effective for annual periods beginning on or afier 1 January 2018).
IFRIC Interpretation 23 Uncertainty over Income Tax Treatments (effective 1 January 2018)
- Amendments fo IFRS 10 and IAS 28 Sale or Contribution of Assets befwesn and Investor and jts
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World ORT

2 Accounting policies (continued)

Associate or Joint Venture (effective date to be determined by the 1ASB),
Amendments to IFRS & Prepayments Features with Negative Compensation (effective for annual

periods on or after 1 January 2019)

With the exception of IFRS 16 Leases. for which the impact is stil being assessed, the adoption of these
issued or amended standards and interpretations is not expected fo have a maleral impact on the

consolidated financial position or performance of the Group.

da Donations and grants
Donations restricled to speciio projects

Intermational Co-oparation granis

Unrestrictad donations

Inchuded within donations restricted to specific prajects are grants received
from governments. institutions, and municipal authorities which are used to
meet direc! educational costs of the projects.

b Property
Fents and tenant recharges

FPropery eosts

Property costs mlating to resincled activities

4  Other Expenditure (Fundrasing and Administration)
Pemannal
less: projects’ contribution
Pamsonnal costs (net)
Definad contnbulion pensicn - banefils expense
Defned beneft pension - contributions less other adjustments
Defined benefit pension - senice costs and interest
Defined benelil persion - currency exchange gaina on balances
Cffice
Traval and mestings
Premises and nsurance
Operating lease rentals
Audil and accountancy fees
Consultancy less
Legal feas
Cither professional fees
Depreciation
Curmency exchange losses

2017 2016
UsSs'onon US5000
77.785 87,007

4) 135
71,781 57,142
3,802 6,140
B1,683 53,2682
2017 2016
Us$'000 US$000
376 401
{(475) [478)
{103) (78)
220 -
2017 2016
uUsS$'000 Us$-000
2,145 1,760
(736) (848)
1,408 821
308 325
- 3
38
- (127)
287 78
252 230
B4 1a8
51 25
165 103
745 .
(385) 21
280 122
10 2
i 128
3,498 2,018

Included within Other Expenddure are S506k (2016 - $384k) of costs ritating to restricted aclivities
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5 Employee benefit expenses by activity
Fund-  Admin-
Frojects Delivery  Property rEsmg  istration Total
Year  USJ000  USSO00  USSDO0  USSUOD  USE000  US$000
52 Salaies 2017 35,483 6,455 Th 1,385 Ly 44 T4d
less: projects’ cordribution - {BE) . {773 {18} (B75)
Mt salary cost 2017 A6 483 &,360 75 612 335 43 874
Salanes 2018 19,373 1,278 1,154 452 | 22,389
less: projects' confribution - - - {830 {18) (B48)
Met salary cost 2018 19,373 1,275 354 434 21,541
Fund-  Admin-
Projects Delivery  Property faising  istration Total
Year  USSO00  USEOO00  USEO00  USSODD  USSD0D USSO00
Sb  Social secunty cosis 2M7| 706 144 & 54 35 290
2018 602 153 B &1 42 o7
Fund-  Admin-
Propcis Delivery  Propery raising  siration Total
Year USSD00  USSDO0 USSDN0 US$D00  USS0D0D USSO00
5 Pension costs 2017 &4 12 107 122 | 285
2016 {110) 449 12 ) LIE 37
The cost of the defined benefl pension scheme is inchuded in administration cosls
& Employess by aclivity Fumd-  Admin-
Projecis Delvery  Propary rEsng  istration Tatal
Year FTE FTE FTE FTE FTE FTE
Average ful-lime equivalent 2017 814 70 3 G 4 oo
employees 2016 1,077 Bd 3 g L R -
T Depreciation, leasing and foreign exchange differences included in the consalidated statement of
Funi- Admin-
Projects Defrery  Propey raising  istration Tedal
Year USSDD0  US$000  USS000  USEO00 USSDO0  USSO00
7a Buildings and equipment 2007 TEd £ - : 215
expenditure overseas nof
capitalised 2HE 43 - = - 142
Fung- Addmin-
Projects Delivery  Property m@ising  istraon Total
Year USS000  USHD00  USFODD  USS000 USKO00  USS'DOD
7b  Depreciation 2017 229 106 2 1 365
2016 68 55 46 1 1 171
Fumnd- Adbmin-
Projects  Delvery  Propeny raising  istration Total
Year USS000  UST000 USS000 USHDDD USSOD0 USSDO0
7c Leases 2017 o8 427 31 554
2016 236 Fath 2 &3 558
Fund-  Admin-
Projects Delivery  Propeny raiging  istration Tedal
Year LUS$000  LUIST000  USSD00 USS000 USS000 USS00D
7d  Foresgn exchange 2017 261 - i) 1 2) 254
difirences (net) 2018 145 {44) (24) 2 126 205
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2017 20186
8 Net deficit befora financial [tems UsS$000 USS'000
This 1% stated gfier charging:
Dopreciation of cwned Bxid Bsseis aTa 171
FProceeds om sale of propery, fixtures & equepment - -
Operating lease expenses
Buildings s 44
Cars and eguipmeni 245 214
Auditor's remuneration - audil ees 401 116
Audit fees others =2
9 Hey personnel compensation
Kay management personnel are those people hawng authcaily and respansibiity for 2017 Ze
planning, directing and controlling the activities of Wodld ORT, directty or indrectly. Ussoo0 Us$noo
Short term empsoymen Banefits AL 578
Other long term pansion coats 22! 108
749 BET
10 Property, fixtures and equipmant Frechaold Building Fixtures,
land and improve- egquipment
bulldings mants & computars Total
Cost USHF000 USE000 LIS§$'000 USSD00
Al 1 January 2017 4 B35 35 1,666 6,533
Additions = - 32 32
Dispesals = - - g
AL 31 December 20717 4 930 34 1,887 4 845
Depreclation
Al 1 January 2007 122 a9 419 580
Charge for year 36 - a3 ava
Disposals - - . -
At 31 Decambar 2017 157 S0 755 BE4
Met book value
At 3 December 2097 4.TE2 - 1,108 5 B30
Al 31 Decermber 2016 4 B17 - 1,136 5853
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World ORT

11 Financial assets at fair value through the Statement of Comprehensive Activities

Met gainilosses) on revaluation

Realsed (losses|/gans on sales

Currency exchange differences

Gains on Investments, reallsed and unrealised

Fair value at 1 January

Additlons during fhe year {mainly Israell bonds re-invested)
Withdrawal of capital  (mainiy Israel bonds maturing)
Value at 31 December

Financial assets which are held comprise the following:

Cash deposits & SHORT Term
State of israel bonds

Fixed income

Enuilies

Alternalivie assets -

Faoreign Exchange
Miscelfansous

Aftar
2018
£'000

1,150

ST 20186
LIS3000 USS000
G665 230
S50 45
54 (&0
1,069 145
11,453 11.3M
Bib
108)  (528)
12,413 11,453
2097 g
USEed0 USS'000
328 135
1,565 1,565
3,280 3,102
4 425 A,780
1,408 1,332
{11} 20
1,417 1,518
12,413 11,453
2017 206
Total Total
000 §'000
10,848 5,858

1,585 1,585

Financlal assets maturity profile w':;',:;
§'000
Imvestment portfolia 10,847
Slate of Israsl bonds =
Fair value at 31 December 10,847

1,150

12413 11,453

The campng value and fair value of financial assets are kabdibes are the sams. Al heid financial asssts ane valued

using quoted prices in the actve markeis
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017 2018
12  Accounts recelvabilo

usEnoo LS00

Fevenue accrued (40 3,454
Trade recefvabies 2802 LE4

Due fram affilited ORT organisations B2 G72
Frepay ments 185 1,250
Cihar debtors 168 250
4,186 6,580
Accrued income is denominated in the following cumrencies: 2017 e
LSS'000 LSS 000

LIS Diodlar BE

Israsl shakel {105} 4.4

() 3.434

Trade receivables are denominated in the following currencies: 217 2016

LSS 000 LSS0

Li% Diallar 2130 312
lsraed ahekal 453 433
Stedirg 2169 219
2802 Has

The US Dollar and Sterding accrued income and trade recenables are non-interest bearing, There is no
gignificant concentration of isk. The Steding frade receivables balance consisis mairdy of renl due by
tenants occupying space excess to World ORTs requrements. The rent |s due with 7 days. The credit
quality of the tenanl s established in adwance of ihe tenancy agreement
Tre accrued Income and trade receivables denominated in the Israel Shekel are non-interest bearing
advances for projects end are due within 120 days. The other paries ae mainly 1smal government
ministries whose credil quality is well established

Maturity profile

The tabde bedow summanses the matunty prefile of Word ORTS accounts receivable at 31 Decamber 2017
and 2016 based on confraciual undiscountad receipts.

Year ended 31 December 2017

Accned Inoome

Trade recehablies

Due from affiligted ORT arganisafions
Frepayments

Cither dabtors

Year ended 31 Decembar 2016

Accrued income

Trage receivables

Due from afiiliated ORT onganisations
Prepaymants

Other debtors

Melther past Lessthan 3 to 12 Mare than
due nor 3 monthes menths 12 months
5000 S'000 5000 5'000
[} - - -
201 200 1,809
82
185 - -
156 - 5

Neither past Lessthan 31 to 12 More than
due nor 3 monthe months 12 months
5000 5000 5000 5000

1434 . - =

g40 414 - -

172 - 500 i

1,250 - Fi N

250 - . ~

Total
27
000
(40)
2,602
o2
185
156

Total

2016

$°000
3,434
8
672
1,250
250

Amounts due from affiliated ORT organisations are non-interest bearing and are due within 30 to 180 days
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12

13

14

Accounts receivable {continued) 2017 2016
USS'000 US§'000
Due from affiliated ORT organisations are denominated in the following curren cies:
Swiss Franc - SO0
Sterling 51 127
LS Doflar 23 45
Eura ' -
o2 672
Cazh and cash equlvalents mﬂ; u“:'.r?.:
Cash at bank and in hand 7 BE2 8,513
Short term deposits ___ar2 2,711
B, B4 9,624
Denominated in the faflowing currencies 2017 2016
US$'000 uss'000
LS Doliar 3,120 5,307
Eritish Pound 323 a7
Israel Shekel 5,158 3,775
Eura a8 112
Russian Rouble &7 440
Swiss Franc 12 10
kraine Hrywna 15 ]
8824 8,624
Held at the folowing locations: 207 2016
LISS'000 LSS D0d
Management and admirsirative bank accounts 3,272 5.871
Project bank accounts 5,652 3,553
8,824 8,624

Cash at bank sams inferest at floating rates based an daily deposit rates. Shorl term deposits are made for
warying periods of between one day and three months depanding on Workd ORT's immediaie cash
reguirements.

World ORT only deposds cash surpluses with major banks of high quality credil slanding.

2017 2016
Accounis payable LS%' 000 LIS$ 000
Fayablas #3893 3,081
Other crediars 2,544 2813
Taxation and social security 673 596
ACCrus 1,576 2,000
Due fo affiliated ORT crganisations 45 1,137

o634 9,517
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18 Leasing - obligations

Leases with World ORT as lessor Bulldings
Annusl amoumts dug under non-cancellable occupancy 27 2018
leases with tenants are as lolows: USE000  US$000
Tenant leases which expire; within one year 128 118
in two 1o five years . 147
128 263
Leases with Wordd ORT as lesses Buildings Equipment
Annual amounts due under non-cancellable operating 2047 2016 T 2016
lases are as follows USS00D  USE000 USS'000  USE000
Operaling leases which expire: within one year 4 B4 G 42
in bro io five years a 1z - B
12 8 B AF
16 Interest-bearing loans and borrowings 2017 2016
LUSS000 LS5'000
Bank overdralt : 136
Bank |oan - repayable within ane year T2 65
Barik borrowings repayable within one year T2 201
Bank koan - repayable by 2021 150 247
252 Adf

The bark loan supports the activities of Kfar Silver Youth Village, Werld ORT incurred the lighility for the
borrowings when it acquired the property, equiprment and operations of the Kfar Silver Youth Village during 2016

17 Financial instruments
Financial risk management objectives and policies

Wierd ORT's principal financial instruments, other than denvalives, comprise cash, short-term deposits, bonds
and equity mvestments. The main purpose of these financial instruments is (o presenve value between the fime
tunds were raised and their use in World ORT's aperalions. Word ORT also has various other financial
instruments such as accounts fecaivable and sccounts payable which arise directly from its cperations

Woerld ORT use derivative linancial instrumenis in the form of foreign curmency contracts but these do not form a
hedge as defined by the Intemational Accounting Standards Board,

Fair values

The far value of financial assets through the profit and loss is determined with reference to quotad {adjusted)
prices in active markets for identical assete, and so Werld ORT does not use a fair value Nerarchy in disclosing
the fair value of these financial instruments

The main risks ariging from Word ORT's financial instruments are infersst rate risk, equity market risk and foreign

currency sk,
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17T Financial instruments {continued)

Imterest rate risk

World ORT's expesure lo market risk for changes in interest rates relates prmarily to the money it keeps as
cash, shor-térm deposits and bonds, It is Woedd ORT's pelicy net 1o enter into derivative financial instruments
Foor this rizk,

The bond and fixed income funds invesiments are principally exposed fo fair value intesest rate risk as they
mainly have a fixed interest rate and are held to maturity. Cash and other short term deposit investmants are
exposed fo cash flow interest rate risk &s they have a floafing rate of interest. The equity investments are not
directly exposed to inférast rate risk

The bond and fixed income funds investmants are principally exposed to fair value interest rate sk as they
mainky have a fixed intarest rate and are held to maturity, Cash and other short term deposit investments are
expoged {0 cash flow interest rate risk as they have a fioafing rate of interest The equity investments ara not
directly exposed to interest rate risk

The currencies predominanily heid by World ORT are the US Dollar, |srael Sheked and the British Pound (see
note 13). Therefore the significant sensitivity to interest rate changes are lo changes in the interest rates for
those curfencies.

Effect on loss for the year

Change in interast rate by 2017 2016

Ls$'000 UsS§'000
Change In USD Interest rates 1% d42 65
Change in ILS interest rates 1% 45 15
Change in GBP interest rates 1% 3 5

M.B. &n increase in interest rates improves the World ORT financial result.

Ligquidity risk

Liquidity risk largaly consists of supplier contracts for projects, mainly equipping schoaols. Mo contracts for the
supply of squipmant for & project are signed until the funds for that project are in place, World ORT managament
send explicl authorily 1o bocal managers to start a project and enter Into contracts for it

Equity market risk

Worid ORT has exposure to marked risk for changes in equity values when investing its endowmant and other
funds. World ORT seeks to manage this sk by appointing an Investment committes. This commitiee has in turn
appointed professional fund managers 1o manage the funds in a diversified, actively managed portfalio. The
Imvestment committee hag given the fund managers a broad guideline of how the portfalio should be allocated.
The Investment committee meets with the fund managers three times a year to review the allocation policy and
the performance af the portiolio

Foreign currency risk

As a resull of the global nature of its operations, World ORT can be significantly affectad by the movements
BEtween the revenue currencies relative fo the local currencies of the projects . This = managed mainly by
stating the spending budget of & progect in the currency of the source of the funds. Where this is not possible
tha Imvestment committes will recommend whether to hedge the ngk. The forward currency contract must be in
the same currency as the hedged item: 1f is Wiorld ORT's policy not to enter into forward contracts unti a firm
commitment is in placa.
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The sensitily to reasonably possible changes in the |srael Shekal and British Pound exchange rate with all other
variables held constant, of World ORT's statemant of comprehensive activities is demonstrated below

Change in Effect on

exchange rate loss for the year Effect on funds
te US Dollar 2017 2016 07 2018
Us§'000 USED00 USE00D USTD00
larasl Shekel L% [15) (1) 265 1849
-5% 17 1 {265) {188)
British Paunds 5% 46 27 (16) (19]
55 {51} i20] 16 19

Forward currency exchange conlracis

AL 31 Decembes 2017, there were no forward currency exchange conbracts (at 31 Decamber 2016 - none).

Credit risk
World ORT manages credd risk mainly through the Imvestment commitiee. Ths committes meels several fimes per year

The Irvesiment commilies revews Lhe credit sk with banks and firancial instijytiore. The commities BNSwes reserves
arein a dversified portfolio of matitutions in.an appropriste range of curencies each with adequate resources o enswre
ihe stabily of ther financial rmarked

The Finance committes reviews the credil sk with non-financial courterpanies such as alfates The trustess of Worid
CIRT Trust rindaw the cradit risk of tenants. Where they perceive any Fnpairment in counterparty abilty 1o pay then they
onsure adequate provision hes been made,

il i the opinion of these committees that there s no signficant concamration of credit rigk within Workd ORT. The
mEMamum credst risk exposire relating fo financial aseets is reprasented by the carrying value al the financial position
date.
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18 Employee post-employment benefits
Warld ORT has & subsidiary which operates the foliowing pension plans;

The Defined Contribution Pension scheme

The azsets of ihe defined contribution pension scheme are held separately from thase of Warld ORT in an
independently administered fund, Workd ORT contributes uwp to 11% (mainly 5%). The cost to World ORT of
cantribufions to the scheme was $258 000 (2076 5324, 000}

Unpaid contributkans at the and of the year were NIL {2018: NIL)

Employes benafits - The Defined Benefit Pension plan

This scheme ig known ag the ORT Retirement Banest Plan (OREP) which is based in Great Britain and

Thi plan closad to ne'w antrants in 19889 The plan has an independant professiondl trustes,

Penodically, the trustes revews the lewel of funding in the ORBP as required by UK pension law Such a
revdew includes the asset-liability matching strategy and imesiment risk management palicy. The board of
trustees adjusta ite confnbuficn baged on the resuits of tha triennial actuanal review

Since the pension ability is adjustad to consumer prnce index, the pension plan iz exposed to UK's inflation,
interest rate risks and changes in the life expectancy for pensioners, As the plan assels include significant
imestments in corporate bonds and quoted equity shares of entities, Wodd ORT is also exposed to market
fisk aresing in the corporate bonde and equity sectors,

A full actusnal valuation was camied out at 1 January 2016, A calculation was done o 31 December 2017 by &
qualifed actuary, independent of the scheme’s sponsoring employer. The major agsumplions used by the
actuary are shown below

Wordd ORT currently pays contributions o the rate of 47.1% of pensicnable pay (2018, 38.8%). Contributory
members pay heir employee contributions at the rate of 75 of pensicnaible salary. The employer makes 2
special payment for the contnbutions of the non-contributory members at the same rate,

In 2017, World ORT made an added centribution of 118,000

Membership of the defined benefit pension plan

2017 2016
Active members & 31 December | 3
Presened and deferred members &t 31 December 20 27

Of the active members, the average time to the plan's normal retirerment age of B5 is 4.5 vears with the
youngest having 11.5 yeara to serve

Based on the existing scheduls of contributions, World ORT expects to contribute USS103 000 plus 47, 1% of
total pansionable salaries to The ORT Retirement Benefit Plan in the next accounting vear.

The projected amounts recognised in the Consolidated Statement of Comprehensive Activities are:

2017 208

USS000 LES 3000

Current senice cost {24) (24)

Interest axpense (on presant value of obligation) {54) {48

Interest Income (on fair value of plan assets) 39 s
Pasl serice cost -

Pension cost charges to Consolidated Statement of Comprehensive Activlies (35 (37}

The expected duration of the plan is 11.5 years (2016: 12,6 years),
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18 Charitable funds

a. Restricted endowment funds
These funds are tied to particular purposes, which arise because of restrictions on their use reguired by
the donors at the fime of receipt 5110,000 was refeased in the year

b. Restricted project funds
Restricted project funds are advances by donors and Board alocations to fund specific projects or a
colleclion of projects. The balance represents the unspent porticn af the vear-end. The advanced funds
will be spent over the remaining Ives of the projecis; periode normaily planned at up bo four vears, A
rastricted project is undaraken only whan the planned funding reguiremeant has been recelved of

pledged.

20  Kfar Silver, Israel acquisition

In August 2016 Wardd ORT acquired the Youth Village and fanm at Kfar Silver, lseael from the Zionist
Organisation of Amersca (Z0A). There was no consideration paid to 204, World ORT acquired the
aszets and liabilities.

At the point of acquisition, Kfar Siver had fixed assets at an histonc cost of USS14 milllion, asoumilaied
depraciation of USF10 million and equity of USE 2 milkion. Under acquisition sccounting nsles, the
accumulated depreciation and the eguity were deducted from the historic cost value of the assets. This
gave an acquisilion fair valua of fived eseats of USE 2.3 million

As of the date of the approval of the financisl statements, a final valuation for the fair value of the
identifiable assels acquired and ligkilibes assumed by an external valuation specialist has not been
obtalned.

21 Related party disclosure
During the year cergin insstees and seniod managers donated 231,828 (2016; 5251,258) to Waorld
ORT. The uses of these donations were specified by the donors.
As at 31" December 2017, World ORT was owed 327,127 by a semar execulive being the balance on a
lasn approved by the Board. This loan will be repadd in 2018

22 Contingencies

In 2016, World ORT received unresiricted donations of CHF 0.8 million from a Swise bank represenling
a distribution of unclaimed darmant accounts probabdy relating to victims of Nazi persecution. Under the
lerme of the denations, Wodd ORT has agreed that if, within a period of 10 vears. the bank should
demand a return of all or part of this donation, then Waodd ORT will comply. At the date of these financial
stalements, no such requeet has been received This underiaking expires in December 2024
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