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Independent Auditors’ Report

To The Chairman & Members of Ma’aref Local Committee
Hebron Municipality
Hebron — Palestine

Report on the Audit of the Financial Statemenis

Opinion

We have audited the accompanying Financial Statements of Ma’aref Loeal Committee-Hebron
Municipality (hereinafter the “Committee”), which comprise Statement of Financial Position as of
December 31, 2022 and the related Statement of Activities and Changes in Net Assets and Cash
Flows Statement for the year then ended, and a summary of significant accounting policies and other
explanatory notes.

In our opinion, the Financial Statements taken as a whole present fairly, in all material respects, the
Financial Position of Ma’aref Local Committee—Hebron Municipality as of December 31, 2022
and of its Activities, Changes in Net Assets and Cash Flows for the year then ended in accordance
with the basis of accounting described in Note (2) to the Financial Statements.

Basis for Opinion

We conduct our audit in accordance with International Standards on Auditing (ISA). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Ma’aref Local
Committee— Hebron Municipality in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our
other ethical responsibilities in accordance with IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and the Ma’aref Local Committee for the Financial Statements
Management is responsible for the preparation and fair presentation of these Financial Statements in
accordance to standards set out in Note (2), and for such internal control as management determines
is necessary to enable the preparation of the Statements that are free from material misstatement,
whether due to fraud or error.

In preparing the Financial Statements, management is responsible for assessing the Ma’aref Local
Committee— Hebron Municipality’s ability to continue as a going concern, disclosing, as applicable,
matters relating to going concern and vsing the going concern basis of accounting unless management
either intends the Committee to cease operations, or has no realistic alternative but to do so.

The Ma’aref Local Committee is responsible for overseeing the financial reporting process,

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reascnable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these Financial Statements.
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As part of an audit with accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We alsa:

@

Identify and assess the risks of material misstatement of the Financial Statements, whether
due to fiaud or error, design and perform audit procedures responsive io those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control,

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Ma’aref Local Committee— Hebron Municipality’s
internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going, concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant .doubt on the Ma’aref Local
Committee— Hebron Municipality’s ability to continue as a going concern. If we cenclude
that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the Financial Statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Ma’aref
Local Committee— Hebron Municipality to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the Financial Statements
represents the underlying transactions and events in a manner that achieves fair
presentations.

We communicate with management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Suleiman & Co. - Certified Public Accountants
Ismail M. Suleiman
License number 131/2000

(Tes Pair

W/ Certified

.‘5‘ Public
§

S \Actountanis
<

Ramallah, Palestine

June 13,2023 ‘ T
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State of Palestine — Hebron Municipality — Ma’aref Loeal Comimitiee

Financial Statements for the Year Ended December 31, 2022

Statement of Financial Position
(All amounts in NIS)

Assetls

Current assets

Cash and cash equivalent
Accounts receivable, Net- current
Due from other funds

Total current assets

Non-current assets

Accounts receivable, Net- non-current
Fixed assets, Net

Total non-current asscts

Total assets

Liabilities and net assets
Liabilities

Current hiabilities

Other current liabilities
Due to other funds

Total current liabilities

Non-current liabilities

End of service provision
Total non-current liabilities
Total liabilities

Net assets

Net assets

Total net assets

Total liabilities and net assefs

The accompanying notes form an integral part of these Financial Statements,

Note 2022 2021
3 7,387 92,568
4 3,506,086 3,209,701
5 - 1,880,882

3,513,473 5,183,151

4 43,976,133 40,267,966

6 15,910,190 16,283,218

59,886,323 56,551,184

" 63,399,796 61,734,335

7 32,079 28,916
5 845,972 -

878,051 28,016

8 540,090 473,160

540,090 473,160

1,418,141 502,076

61,981,655 61,232,259

61,981,655 61,232,259

63,399,796 61,734,335




State of Palestine ~ Hebron Musaicipality — Ma’avel Loeal Committee
Financial Statements for the Year Ended December 31,2022

Statement of Activities and Changes in MNet Assefs
{All amounts in NIS)

Note 2022 2021

Revenues

Ma’aref tax revenues 9 3,641,195 7,861,427
Other revenues 16 299 188
Total revenues 3,641,494 7,861,615
Expenses

Ma’aref services expenses 11 5,945,207 4,417,646
Depreciation 6 373,028 350,727
Doubtful debts expense 4 229,527 63,793
Currency variance (5,238,754) 3,113,249
Total expenses 2,309,008 7,945,415
Changes in net assets 1,332,486 (83,800)
Net assets, beginning of year 61,232,259 61,316,059
Prior years adjustiments 12 (583,090) -
Net assets, ending of year 61,981,655 61,232,259

The accompanying notes form an integral part of these Financial Statements.




State of Palestine - Hebron Municipality ~ Ma'aref Local Commiltee
Financial Statements for the Year Ended December 31, 2022

Statement of Cash Flows
(All amounts in NIS)

2022 2021

Cash flow from operating activities

Changes in net assets for the year 1,332,486 (83,800)
Adjustments to reconcile change in net

assets to net cash flows provided by

operating activities:

Depreciation 373,028 350,727
Doubtful debts expenses 229,527 63,793
Change in end of seivice provision for the year 66,930 (12,345)
Prior years adjustments (583,090) -
(Increase) decrease in account receivable (4,234,079 2,623,497
Decrease (increase) in due from other finds 1,880,882 (1,880,882)
Increase (decrease) in other current liabilities 3,163 (3,071)
Increase (decrease) in due to other funds 845,972 (851,447)
Net cash flows (used in) from operating

activities (85,181) 206,472

Cash flow from investing activitics
Purchase of fixed assets - (199,377)

Net cash flow (used in) investing activities - (199,377)

Net {(decrease) increase in cash and cash

equivalent for the year (85,181} 7,095
Cash and cash equivalent- beginning of the year 92,568 85,473
Cash and cash equivalent- ending of the year 7,387 92,568

The accompanying notes form an integral part of these Financial Statements.




State of Palestine — Hebron Municipaiity — Ma’aref Local Commiltee
Financial Statements for the Year Ended December 31, 2022

Notes to the Financial Statements
(All amounts in NIS)

I,

Ma’avef Local Committee and its aciivities

Ma’aref Local Committee (the “Committee”) located in Hebron Municipatity building. The
Committee comprise of Hebron Municipality Mayor, Ministry of Education and. Higher
Education Manager and three other Municipality Board Members. The Committee collected
of an annual tax of 7% of the net annual rent altowance, Ma’aref tax revenues allocated for
spending on school construction, leasing, maintenance, furnishing or guarded.

The Municipality maintains a separaie accounts for Ma'aref tax as an independent credit
budget within the integrated and uniform accounting system for Hebron Municipality so that
it can select all financial transactions related to Ma'aref tax and directing them fto the
allocated budget of Ma'aref tax within the uniform accounting system of the Municipality.
The sections and departments emplayees including the staff of finance department, the center
of the public services and other divisions and departments perform the implementation of all
the transactions related to the budget of Ma'aref tax. '

Municipality Council of Hebron Municipality has approved the Financial Statements for the
year ended December 31, 2022 in its meeting dated on June 13, 2023 under decision No.
1137. .

Summary of significant accounting policies
The Financial Statements have been prepared under the historical cost convention, the
significant accounting policies follow:

a. Basis of Accounting
Ma’aref committee in Hebron Municipality adopts an accrual basis in its financial
transactions. Since, revenues are recorded when earned and expenses are recorded when
occurred regardless of the time of received or paid a cash.

b. Allowance for Doubtful Accounts
A committee is a periodically assesses the collectability of accrued receivables on
citizens and is taking the necessary provisions to address the risk of non-collection, based
on the age of the receivables, where a rate of (0.5%, 1%, 2%, 3%, 5%, 7%, 8%) is
caleulated over periods of (less than six months, 1 year, 2 years, 5 years, 10 years, 15
years, and more) respectively.

c. Allocation of expenses
The Committee’s cost center is loaded with the direct expenses of the Ma’aref
department and its share from the various other cost centers according to the distribution
principles and criteria approved by the Management,

d. Revenues
Ma’aref tax is calculated at the beginning of year and represents %7 of net annual rent
allowance of building within the area of the Municipality which is estimated from
Hebron property department of the Minisiry of Finance. :




State of Palestine — Hebron Municipality - Ma’arvel Local Committee
Financial Statements for the Year Ended December 31, 2022

Notes io the Financial Statements- continued
(All amounts in NIS)

e. End of Seyvice Provision
End of service provision is calculated to cover the legal and contractual obligations by the
end of employee’s service for the cumulative period of service, this provision has been
calculated according to the Palestinian Labor Law.

f. Fixed assets, Net
Fixed assets are stated at cost. The cost less estimated residual value of the fixed assets is
depreciated on a straight-line basis over the estimated useful lives of the assets.

Y%
Buildings 2
Office equipment 25
Equipment & Machines 5
Furniture 10-15

g. Foreign currencies
The books of accounts are maintained in New Israeli Shekel. Transactions which are
denominated in other currencies are converted into NIS as follows:

o Transactions which are expressed or denominated in other currencies are converted
into NIS at the exchange rate prevailing on transaction date;

e Monetary assets and liabilities which are denominated or expressed in other currencies
are presented in NIS equivalent using the exchange rate prevailing on December 31,
2022;

o Exchange differences arising from the translation of year end balances are charged to
the Statement of Activities and Change in Net Assets.

The exchange rates at the date of the Statement of Financial Position were:

2022 2021
USD 3.55 325
JOD 5.04 4.55
Euro 378 3.60
3. Cash and cash equivalent
This item consists of:
2022 2021
Cash at banks n NIS 7,387 92,568
7,387 92,568




State of Palestine — Hebron Municipality — Ma'aref Local Committee
Financial Statements for the Year Ended December 31, 2022

Notes to the Finanecial Statements- continued
(All amounts in NIS)

4, Accounis receivable, Net
Accounts receivable represent accrued amounts from citizens against the annual ma’aref tax,
which represents 7% of the rent allowance, which appear as follows:

2022 2021
Accrued accounts receivable from
citizens 50,086,948 45,852,869
Allowance for doubtful accounts (2,604,729) (2,375,202)
47,482,219 43,477,667

Movement of allowance for doubtful accounts is as follows:

2022 2021
Balance- beginning of year 2,375,202 2,311,409
Addition for the year 229,527 63,793
Balance- end of year 2,604,729 2,375,202

Based on a study of the movement of receivables for the last five years, 7% of the fotal
receivables were approved as short-term receivables, as they were classified as follows:

2022 2021
Accounts receivable, current 3,506,086 3,209,701
Accounts receivable, non-current 43,976,133 40,267,966
47,482,219 43,477,667
5. Due from / to other funds
This item consists of:
2022 2021
Due frony to local governance funds 470,117) 2,234,170
Due to commercial funds (375,855) (353,288)
(845,972) 1,880,882
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State of Palestine - Hebron Municipality — Ma’aref Loeal Commmitice
Financial Statements for the Year Ended December 31, 2022

Notes fo the Financial Statements- continued
(All amounts in NIS)

7. Other current Habilities
This item consists of:

2022 2021
Trusts for salaries deductions - income (576) (3,739}
Accounts payable to employees 32,655 32,655
32,079 28,916
8. Iind of service provision
This item consists of:
2022 2021
Beginning balance 473,160 485,505
Additions during the year 90,915 32,340
Payments during the year (23,985) (44,685)
Ending balance 540,090 473,160

9. Ma’aref tax revenues
This item represents the annual value of Ma’aref tax. It is calculated at the beginning of
year. And represents %7 of net annual rent allowance of building within the area of the

Municipality which is estimated from Hebron property department of the Ministry of
Finance.

10. Other revenues
This item consists of:
2022 2021
Delay payment fines 299 188

299 188




State of Palestine — Hebron Musicipality - Ma’aref Local Commitiee
Financial Statements for the Year Ended December 31, 2022

MNotes fo the Firancial Statements- continued
(All amounts in NIS)

11. Ma’aref services expenses
This item consists of:

2022 2021
Schools® maintenance 1,476,740 773,169
Expenses for internal support activities 1,277,932 1,239,308
Licenses and subscription fees 1,146,710 166,371
Salaries and refated expenditures 1,051,510 1,068,285
Discounts to encourage payiment of
debts 611,830 693,867
Waste transfer and removal expenses 577,466 -
Maintenance and paving of facilities yards 393,347 -
Water expenses via tanks for schools 142,660 112,710
End of service expenses 90,915 32,340
Expenses contribution for schools
building 50,993 45,430
Health insurance 19,700 20,175
Exemptions and discounts 18,831 19,161
Municipal utility electricity consumption 16,422 433
Rental of machinery and equipment 10,237 6,962
Rents expenses 10,078 1,512
Technical and engineering consultancy
and fees 8,800 6,600
Sewerage network maintenance 8,765 5,749
Water and sewage subscription costs 8,180 -
Water network mainfenance 4,787 150
Advertisements and publications 4,655 10,445
Municipal facilities lighting supplies 4,005 1,070
Purchase of containers 3,552 4,588
Electricity subscriptions expenses 2,450 17,548
Grants and other subsidies 2,400 11,051
Hospitality expenses 1,710 1,199
Mail and telecommunication 476 1,179
Cleaning expenses 56 592
Asphalt costs - 110,668
Biskurs, sand and stones - 36,334
Achievement rewards and incentives - 30,750

6,945,207 4,417,646




State of Palestine — Hebron Municipality — Ma’aref Local Commitiee
Financial Statements for the Year Bnded December 31, 2022

Notes to the Financial Statements- continued
{All amounts in NIS})

12,

13.

Prior years adjnstments
This item consists of:

2022 2021
Prior years expenses adjustmernts {583,000} -

(583,090) -

Risk management policies:
Risks management:

Ma’aref Local Committee- Hebron Municipality is often exposed to a variety of financial
risks such as operational risks which that is inherent in the Ma’aref Local Committee
activities. Administration attempts to appropriately balance between risks and returns. In
addition, it works to reduce possible negative effects of risks against Ma’aref Local
Committee financial performance. Credit risks, liquidities risks, and foreign currencies risks
are the most critical risks that the Committee encounters. Municipal council is responsible to
set up a framework that supervise and manage these risks. Thus, it has to follow up
periodically risks® kinds along with executive management in order to monitor and manage
financial risks regarding activities and operations.

Credit risks:

Credit risks occur when other parties are unable to fulfill their financial commitments for the
Committee leading in turn to losses. This happens because these financial commitments are
committed widely by citizens who do not pay periodically and consistently. So in order to get
them, the Committee has to make considerable efforts by providing payment facilities and
discounts, linking between providing services for citizens and paying their burdens such as
not issuing clearance unless citizens complete payment whether by cash or in form of
premiums in respect of both parties interests.

Risks of foreign currencies:
This kind occurs when values of cusrencies change due to change in exchange rates. NIS is
considered the main currency used by the Committee. Administration thereby periodically
monitors foreign currencies center and uses strategies in order to confront such risks.




