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ERDE, FADIDA, YAARI & CO.

CERTIFIED PUBLIC ACCOUNTANTS

Auditor’s Report to Members of the Association of

THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES
(Registered Association)

We have audited the accompanying balance sheets of the Arava Institute for
Environmental Studies (Registered Association) (hereinafter: "the Association") as of
December 31, 2020 and 2021 and the related statements of operations and of changes in net
assets, and the cash flow reports for the years ending on those dates. These financial statements
are the responsibility of the Board of Directors and the management of the Association. Our
responsibility is to express an opinion on these financial statements based on our audit.

We have conducted our audit in accordance with generally accepted auditing standards,
including those prescribed by the Accountants' Regulations (Means of Operation of
Accountants) 1973. Those standards require that we plan and perform the audit to obtain
reasonable assurance that the financial statements are free of material misstatement. An audit
includes sample examination of evidence supporting the amounts and disclosures in the
financial statements. An audit further incorporates an assessment of accounting principles
implemented and of the substantial estimates made by the Association's Board of Directors and
management, as well as an evaluation of the propriety of the entirety of the financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the aforementioned financial statements reflect appropriately, by all
material aspects, the financial situation of the Association as of December 3 1, 2020 and 2021,
the outcomes of its operations and the changes in net assets and cashflows for the years then
ended, according to the Israeli GAAP.

|7 a/éﬁﬂ/ GA, ase
Erde, Fadida, Yaari & Co.
Certified Public Accountants (Isr.)

Tel Aviv, June 22, 2022
M/569

65 YIGAL ALON ST. TEL-AVIV 6744316
Tel: 972-3-5623211 Fax: 972-3-5623214
e-mail: ErdeCo@erde.co.il
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THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES
(Registered Association)

STATEMENT OF FINANCIAL POSITION

December 31 December 31
' 2021 2020
Note  Thousand NIS Thousand NIS

CURRENT ASSETS
Cash and cash equivalents 4 2,687 2,381
Receivables and debit balances 5 601 582
3,288 2,963
NON CURRENT ASSETS
Cash for investment in fixed assets 6,555 1,189
Fixed assets ] 2,355 2,109
8,910 3,298
12,198 6,261
CURRENT LIABILITIES
Payables and credit balances 7 2,736 1,175
2,736 1,175
LONG TERM LIABILITIES
Employee termination rights 8 9 624
' 624
NET ASSETS
Net assets without restrictions 512 763
Net assets with temporary restrictions 6,586 1,590
Net assets used for fixed assets 2,355 2,109
9,453 4,462
12,198 6,261
(24l Vo
arit Maagan  Leah Kaymaz(
Rosenfeld Rosenzweig
Member of Member of
the board the board

Date of approval of financial statements:

June 22, 2022

The attached notes constitute an integral part of the financial statements.




THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES
(Registered Association)

STATEMENT OF OPERATIONS
For the year ended
December 31 December 31
2021 2020

Note Thousand NIS Theousand NIS

Turnover of operations 9 11,600 10,880
Salaries and related expenses 4,793 3,923
Cost of operations 10 5,599 5,703
10,392 9,626

Net income from operations 1,208 1,254
Administrative and general expenses 11 1,219 983
Net income(expenses) before financing (11) 271
Financing expenses, net 12 530 358
Net income (expenses) after financing (541) (87)
Other income 13 120 122
Net income (deficit) (421) 35

The attached notes constitute an integral part of the financial statements.




* THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES
(Registered Association)

STATEMENT OF CHANGES IN NET ASSETS

NOT RESTRICTED WITH w.ﬂ-wwﬂﬁmOHHOZm
Not Used for Fund for building
designated fixed assets dormitories (1) Other (2) Total

Thousand NIS Thousand NIS Thousand NIS  Thousand NIS Thousand NIS

Balance as of January 1, 2020 462 2,303 1,311 503 4,579
Changes during the year :
Restricted donations and grants received - - - 375 375
Donations and grants used for operations - - - (477) (477)
Net income for the year 35 - - - 35
Income from donations (50) - - - (50)
Unrestricted sums used for fixed assets . (26) 148 {122) - -
Transfer of sums to cover depreciation costs 342 (342) - - -
301 (194) (122) (oz) (117)
Balance as of December 31, 2020 763 2,109 1,189 401 4,462
Changes during the year :
Restricted donations and grants received - - 5,782 1,249 7,031
Donations and grants used for operations - - - (1,619) (1,619)
Net income for the year (421) - - - (421)
Unrestricted sums used for fixed assets (156) 572 (416) - -
Transfer of sums to cover depreciation costs 326 (326) - - -
(251 246 5,366 (370) 4,991
Balance as of December 31, 2021 512 2,355 6,555 -3l 9,453

(1) Donation from Friends of the Arava Institute (FAI) for planning and building new dormitories at Kibbutz Ketura. The use until now has been for planning only.
(2) Donations for scholarships and research.

The attached notes constitute an integral part of the financial statements.
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THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES
(Registered Association)

STATEMENT OF CASHFLOWS
For the year For the year
ended ended
December 31 December 31
2021 2020

Thousand NIS Thousand NIS

OPERATING ACTIVITIES
Net income (expenses) (421) 35
Adjustments required to present net cash flow from
operating activitites (Appendix A) 1,253 814
Net cash provided by( used in) operating activities 832 849
INVESTING ACTIVITIES
Purchase of fixed assets (572) (148)
Cash intended for investment in fixed assets (5,366) -
Net cash provided by (used in) investing activities (5,938) (148)
FINANCING ACTIVITIES
Donations and grants received for assets
with restrictions 5,412 20
Donations received for non restricted assets - (50)
Net cash used in financing activities 5,412 (30)
Increase (decrease) in cash and cash equivalents 306 671
Cash and cash equivalents at beginning of year 2,381 1,710
Cash and cash equivalents at end of year 2,687 2,381

Appendix A: Adjustments required to present net cash flow from operating activities

1. Income and expenses not involving cash flows:

Depreciation 326 342
Employee termination rights (615) (206)
{289) 136

2. Changes in assets and liabilities:

Decrease (increase) in grants and donations receivable (1) 1,329
~Decrease (increase) in accounts receivable (18) 170
Decrease (increase) in advanced grants and donations (1,308) 577
Increase (decrease) in accounts payable 2,869 (1,398)
1,542 678

1,253 814

The attached notes constitute an integral part of the financial statements.
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The Arava Institute for Environmental Studies (Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

Note 1 - General

The goals of the Association are as follows:

a. Development and activities in the fields of education, science and culture:
Our mission is to create a world-class environmental teaching and research institute at
Kibbutz Ketura, which will:

* Prepare future Arab and Jewish leaders to cooperatively solve the region’s
environmental challenges.

* Maintain high academic standards.

* Deliver teaching and trans-boundary research opportunities at the highest quality
and level to students from the Middle East and from all over the world.

* Play a leading role in research, conservation, environmental protection and
sustainable development in the entire region.

* Generate capacity for conciliation and cooperation in the Middle East, in order
to transcend political boundaries and achieve environmental change.

b. Raising awareness and promotion of environmental quality.

Note 2 — Principal Accounting Policies

a. Definitions:

In these financial Stafements:

Association — Arava Institute for Environmental Studies (Registered Association)
Net assets — The difference between the Association’s assets and its liabilities.

Unrestricted net assets — The poﬂidn of the net assets for which there is no permanent or
temporary restriction that has been determined by the donors.

Related parties — As defined in Accounting Standard No. 41 of the Israeli Accounting Standards
Board

Index — The Consumer Price Index as published by the Central Bureau of Statistics.

b. Basis of Reporting
1. The Association records its assets, liabilities, income and expenses on a cumulative basis.

2. The financial statements have been compiled based on the consensus of the historical cost,
without adapting the financial statements to the influence of the changes to the general buying
power of the Israeli currency and without expressing an opinion of their influence on the
financial state and results of the operations.

¢. Manner of Presentation of the Financial Statements
1. Classification of the balances included in the net assets group was done based on a distinction
between:

a) Net assets that are unrestricted.



The Arava Institute for Environmental Studies (Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

Note 2 — Principal Accounting Policies (continued)

b) Net assets that are temporarily restricted.
¢) Net assets that are permanently restricted.

The net assets that are unrestricted are presented with a distinction between net assets used for
activity:

a) Designated by the institutions that manage the Association.
b) Not yet designated by the institutions that manage the Association.
¢) Net assets used as fixed assets.

2. The Statement of Operations includes all of the income and expenses from the reporting
period.

The income includes all of the income received and generated during the period without any
restriction on their usage, as well as the portion of the net assets that were restricted and released
from donor restrictions during the period. Expenses also include expenses that were financed
from sources that were restricted by their contributors.

3. The Statement of Changes to Net Assets includes, in addition to the net result transferred
from the Statement of Operations, all of the sources received whose usage was restricted and
the amounts released from restriction.

Amounts released from restriction due to use for operations were transferred as income to the
Statement of Operations, and amounts released from restriction due to use as fixed assets,
including:

Fixed assets received as a gift (for which the consideration from their usage was not restricted)
were transferred directly to the balance of net assets that are unrestricted on the Statement of
Changes to Net Assets. ‘

4. The Statement of Changes to Net Assets includes transfers between net assets that are
unrestricted that were used for operations and net assets that are unrestricted that were used as
fixed assets. For amounts used during the accounting year for fixed assets, there are amounts
that were generated in the accounting year from using fixed assets and amounts transferred in
the accounting year to cover depreciation expenses.

d. Cash and Cash Equivalents
Cash equivalents include investments whose liquidity is high, including short-term deposits at
banks and for which the period until their realization date at the time of the investment was no

more than 3 months.

This section does not include cash and short-term deposits at banks whose use was limited by
donors for specific uses, or that were designated by the Association’s Board for specific
purposes.



The Arava Institute for Environmental Studies (Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

Note 2 — Principal Accounting Policies ( continued)

e. Foreign Currency Transactions

1. A transaction made in a foreign currency was registered, when first recognized, in the
currency of operation, using the immediate exchange rate between the currency of operation
and the foreign currency on the date of the transaction.

2. On every balance sheet date, financial items in foreign currency were converted using the
immediate exchange rate on the date of the balance sheet.

3. On every balance sheet date, non-financial items measured at historical cost in foreign
currency were converted using the exchange rate on the date of the transaction.

4. On every balance sheet date, non-financial items measured at fair value in foreign currency
were converted using the exchange rate on the date that the fair value was determined.

5. Exchange rate differences caused by removal of financial items, or due to conversion of
financial items according to different exchange rates than those used for conversion at the time
of their first recognition during the period, or than those used for conversion of previous
financial statements, will be recognized on the profit and loss statement in the period that they
were generated, excluding exchange differences, as stated in Section 6 below.

6. Exchange rate differences caused by removal of financial items, or due to conversion of
financial items according to different exchange rates than those used for conversion at the time
of their first recognition during the period, or than those used for conversion of previous
financial statements, will be recognized on the profit and loss statement in the period that they
were generated.

f. Donations, Allocations, Support and Grants Receivable

1. Donations, allocations, support, grants, estates and gifts promised but not yet received at the
date of the financial statements are registered as income or additions to net assets whose use is
restricted, when all of the following conditions are met:

There is an irrevocable and unconditional commitment from the contributor and it applies to
the reported period.

The promise was fulfilled after the date of the financial statements, or is legally enforceable and
realizable. — Realization of the promise is not conditioned upon a future event taking place.

2. The amounts receivable are presented less adjustments for promises that the Association’s
Board believes will not materialize.

3. Donations that were received in order that they be transferred to others and for which the
contributor conditioned the donation on its transfer to a specific beneficiary and did not give
the Association the sole authority to change its designation, or control over the benefit expected
from that donations, were not recorded as income and expenses.

Assets received as aforementioned that were not yet transferred to beneficiaries are presented
as assets received for transfer to others and as liabilities for assets received for the purpose of
transferring them to others.



The Arava Institute for Environmental Studies (Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

Note 2 — Principal Accounting Policies (continued)

g. Fixed Assets

1. The Association’s management decided to change the policy regarding handling fixed assets,
as of January 1, 1997 and onward, according to Opinion no. 69 of the Institute of Certified
Public Accountants in Israel and according to Accounting Standard no. 5 which replaced
Opinion no. 69 as of December 19, 2010, according to which the fixed asset used by the
Association and acquired by this date is presented as expenses in the previously reported years.

2. Presented according to cost less accumulated depreciation.

3. For fixed assets that were received without consideration, the cost is its fair value on the day
of its receipt.

4. Depreciation is calculated according to the “straight line method” based on the estimated
period of use for the assets. Adjustments for decrease in value are included when the book value
of the asset is higher than its value to the Association (usually calculated as the higher value
between the value of its use and its realization value).

5. Fixed assets that must be transferred for exclusive use or operation by a third party without
time limitations or any financial consideration or for a nominal financial consideration only,
according to donor conditions or decision by the Association’s Board, are presented as an
expense and not as an asset at the time of the investment.

h. Recognition of Income and Changes to Net Assets:
1. Income and changes to net assets that are restricted are recorded on a cumulative basis.

2. Disposable assets and goods received without consideration that have a material monetary
value on an overall basis in relation to the Association’s scope of operation and whose fair value
can be assessed at a reasonable level of accuracy are recorded both as income and costs on the
Statement of Operations.

3. Services requiring skill and professional specialization, which the Association would have
needed to purchase had it not received them, that have a material monetary value on an overall
basis in relation to the Association’s scope of operation and whose fair value can be assessed
at a reasonable level of accuracy are recorded both as income and costs on the Statement of

Operations.
4. Income from investments:

Profits and losses from a change to the fair value of current investments are credited to the
Statement of Operations and/or the Statement of Changes to Net Assets when they are
generated, as part of the net financing income (expenses) for the period. '

5. Surplus from the realization of assets received without consideration, restricted to be used

for specific purposes only and the consideration for their realization will be used for those
purposes only, are credited directly to the net assets that were restricted.
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The Arava Institute for Envireonmental Studies (Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

Note 2 — Principal Accounting Policies (Continued)

i. Taxes

1. Salary tax imposed by VAT and employer’s tax are included in the salary expenses. VAT
paid for inputs that are non-reimbursable were included in the expenses sections or the with
assets for which the tax was imposed.

2. Taxes for certain expenses (“excess expenses”) are included in the expenses sections or with
the assets for which the tax was imposed.

3. The Association operates as a "public institution" in accordance with section 9 (2) of the
Income Tax Ordinance and as a non-profit organization for the purpose of the Value Added
Law. .

4. The Association was approved as a "public institution" in regards to donations under section
46 of the Income Tax Ordinance, and accordingly, donations are recognized for tax purposes
on the part of the donor.

j- Use of Estimates in the Preparation of Financial Statements

In preparation of the financial statements in accordance with the accepted accounting policies,
the management used estimates and evaluations that affect the amounts of the assets and
liabilities presented in the financial statements and their attached notes. Due to the nature of
estimates and evaluations, the actual results might differ from these estimates.

k. Financial Instruments
The fair value of financial instruments is determined according to the following rules:

1. The fair value of financial instruments is the amount for which an asset may be exchanged
or liability in a transaction removed in good faith between the buyer, willingly, and the seller,
willingly, in a logical manner.

2. When a financial instrument is traded on an active, liquid market, its rate on the market
provides the best proof of its fair value.

3. When market activity is not frequent and the market is not well based, a small volume relative
to the number of negotiable unit of the financial instrument are traded, or when the market rate
is not available — it is possible to use evaluation techniques to determine the fair value.

4. The book value of the historical cost of amounts receivable and payable at regular
commercial credit terms is usually close to the fair value.
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The Arava Institute for Environmental Studies (Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

Disclosure of new accounting standards that came into effect in the reporting year
Accounting Standard No. 40 of the Israeli Accounting Standards Board, accounting rules
and financial reporting by non-profit organizations

In August 2020, the Israel Accounting Standards Board issued Accounting Standard No. 40,
which replaces the combined wording of Statement 69 and Accounting Standard No. 9. The
standard includes many changes compared to the existing standard, such as the rules for

recognizing nonprofits' income (income from donations including assets and services received

without consideration), in the rules for the recognition and measurement of works of art,
historical and similar assets, classification of cash flows in the statement of cash flows, etc.
The standard applies to financial statements for annual periods beginning on or after January
1,2021.

The first application of the standard did not have a material effect on the financial position of
the association and the results of its activities.

Note 3 — Related Parties

a. Kibbutz Ketura

C.

The Arava Institute was established by members of Kibbutz Ketura and resides in the
kibbutz itself, which provides the association with an extensive set of services, including
student catering, dormitory rentals, accounting services, maintenance services, office and
hall rental and the like. A number of Kibbutz members sit on the board of directors of the
association and also a number of members are employees of the Institute.

This relationship is anchored in various agreements for each and every service provided by
the kibbutz. The agreement was in effect retroactively from 1.1.2000 to 31.12.19 and was
renewed for another period of five years. In any case, the period will not exceed 24 years
and 11 months. Negotiations are currently underway between the association's management
and representatives of the kibbutz to formulate a new agreement between the parties, which
will also include regulating relations regarding the construction of the new campus,
including the construction of new student dormitories.

See Note 16 for further details.

. Arava Institute Research and Development, Ltd.

The Arava Institute of Environmental Studies (Registered" Association) (hereinafter: the
Association) holds full ownership of the subsidiary Arava Institute Research and
Development Ltd. (hereinafter: the R&D Company).

The R&D Company is a holding company, and holds the following:

1. 0.49% of Capital Nature Ltd., which invests in initiatives, research and development in
the field of renewable energy.

2. 45% of the shares of Laguna Innovation Ltd. which builds and markets decentralized

wastewater treatment units.

Global Sun Israel L.P.
The Arava Institute holds 1% of the partnership rights of Global Sun Israel Ltd. (Arava
Power), which is engaged in the development and production of solar energy.

-12-



THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES
{Registered Asseciation)

NOTES TO THE FINANCIAL STATEMENTS

December 31 December 31
2021 2020
Thousand NIS Thousand NIS

NOTE 4 - CASH AND CASH EQUIVALENTS

In Israeli currency 725 599
In foreign currency 6,037 718
Short term deposits in foreign currency 2,480 2,253
Less- cash for investment in fixed assets (6,555) (1,189)

2,687 2,381

NOTE 5 - RECEIVABLES AND DEBIT BALANCES

Grants and donations receivable (*) 74 73
Students for tuition 364 4
Operating expenses 36 301
Related parties 113 178
Other 14 26

601 582

(*) Grants and donations receivable:
Grants receivable 74 -

Donations receivable - 73
74 73
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THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES

(Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

NOTE 6 - FIXED ASSETS
, Electronic
Leasehold  Equipment and Furniture
Improvements  Computers Vehicles and equipment Total
Thousands NIS

A. COMPOSITION :

Cost :

At beginning of year 4,180 1,217 123 667 6,187
Additions 433 66 - 73 572
At end of year 4,613 1,283 123 740 6,759

Accumulated depreciation :

At beginning of year 2,407 1,057 123 491 4,078

Additions 202 72 - 52 326

At end of year 2,609 1,129 123 543 4,404

Depreciated cost : 2,004 154 - 197 2,355
B. Depreciation rate (%) 4-10 33 15 7

NOTE 7 - PAYABLES AND ACCRUED EXPENSES

December 31 December 31
2021 2020
Thousand NIS Thousand NIS

Suppliers and service providers 449 359
Employees and employee institutions 540 409
Related parties 151 120
Advances from students 16 16
Advanced income and accrued expenses 1,354 46
Allowance for vacation pay ' 226 225

2,736 1,175

NOTE 5 - EMPLOYEE TERMINATION RIGHTS

Liability 509 624
Less - designated deposit {500) -
9 624

a. To cover its liability for payment with regard to the termination of employee-employer relations, the Amuta
makes deposits in a recognized pension fund and pays premiums to insurance companies. The sums accrued
in the pension fund and on the insurance policies are not controlled or managed by the Amuta, and therefore
no expression has been made in its books. The liability in the balance sheet reflects the amounts required to
pay employees upon their retirement above the sums deposited in pension funds and on the insurance policies.
Withdrawal of the reserved funds is possible only as provided in the Severance Pay Law.
b. Inaccordance with the decision of the Amuta's management, it was decided to deposit in a designated account
in the bank in favor of the liability to pay compensation due to the termination of the employer-employee relationship.
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THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES

NOTES TO THE FINANCIAL STATEMENTS

December 31 December 31
2021 2020
Thousand NIS Thousand NIS

NOTE 9 - TURNOVER OF OPERATIONS

Donations 5,100 4,820

Grants 3,873 3,846

Tuition 2,328 2,163

Income from providing services 299 51

11,600 10,880

NOTE 10 - COST OF OPERATIONS

Operating expenses in Israel 4,004 3,422

Confernces and workshops 806 1,085

Professionals and research, primarily

for green initiatives 152 408

Operating expenses for overseas projects 11 21

Rent and maintenance 283 323

Professional publications 69 149

Depreciation 274 295

5,599 5,703

NOTE 11 - ADMINISTRATIVE AND GENERAL EXPENSES

Salaries and related benefits 370 499
Travel in Israel and abroad 91 42
Office and computer maintenance 182 150
Professional services and continuing education 315 201
Advertising and marketing 87 14
Miscellaneous 122 30
Depreciation 52 47

1,219 983

NOTE 12 - FINANCING EXPENSES

Exchange rate differences 493 350
Interest and fees 37 8

530 358

NOTE 13 - OTHER INCOME
Dividend (*) 120 122

(*) Dividend from a company which the association holds 1% of its shares.
See also Note 3.c.
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THE ARAVA INSTITUTE FOR ENVIRONMENTAL STUDIES
(Registered Association)

NOTES TO THE FINANCIAL STATEMENTS

NOTE 14 -LIST OF DONORS

The following is information required according to the Associations Regulations (Determination of Maximum Sum
and Procedures for Registering Anonymous Donations in Financial Statements), 5763 — 2002, presenting the names
of the donors who contributed during the 2020 financial year, in cumulative amounts of over NIS 100,000:

Name of Donor Amount (NIS) Purpose of
Donation
JNF 4,388,021 General
FRIENDS OF THE ARAVA INSTITUTE 3,988,920 General
FRIENDS OF THE ARAVA INSTITUTE 5,781,600 Building
FRIENDS OF THE ARAVA INSTITUTE 1,716,495 TRACK I
CROWN FOUNDATION 315,085 Research

DONATIONS FROM FOREIGN COUNTRY ENTITIES:
THE EUROPEAN COMMISION 807,147 TRACK II
USAID 472,363 Research

NOTE 15 -EVENTS DURING THE YEAR OF THE STATEMENTS

During 2020, a corona virus epidemic broke out around the world and in Israel, which led to the closure of
most businesses in Israel and the reduction of economic activity. As a result, the association took a number
of actions:

Preparing and organizing for distance learning

a.
b. Postponement of fall semester and shortening by two weeks

c, Sending some of the staff out to unpaid vacation and returning about half of them at various times
d. Budget cuts in 2020 in the amount of NIS 800,000.

Most of the reserach was interrupted due to the virus and as of the date of signing the financial statements,
the impact of the Corona virus on the future financial results of the association as well as on the future
fundraising cannot be assessed.

NOTE 16 - TRANSACTIONS AND BALANCES WITH RELATED PARTIES

December 31 December 31
2021 2020
Thousand NIS Thousand NIS
Balances with related parties:
Accounts receivable 113 178
Accounts payable - Kibbutz Ketura 151 120
For the year ended
December 31 December 31
2021 2020
Thousand NIS Thousand NIS
Transactions with related parties:
Management salaries 378 233
Kibbutz Ketura
Salaries and bookkeeping services 1,658 - 1,612
Catering, rent and other services, net 927 1,129
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