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Abstract: Purpose: The main objective of the study is to identify the impact of implementing the International Public Sector Accounting
Standard (IPSAS 1) Presentation of Financial Statements on the reporting quality of large and medium-sized Palestinian municipalities
on the reporting quality represented by the characteristics of understandability, relevance, reliability, and comparability. The study also
estimated whether thisimpact is moderated by municipality size. Design, Methodolgy, and Approach: The study included 83
municipalities, representing more than half of the Palestinian municipalities. Two checklists were used, the first was used to measure
the municipalities’ compliance with the requirements of the standard, as it was developed based on the checklists issued by Deloitte
and modified in line with the objectives of the study. The second checklist was used to verify the availability of qualitative characteristics
in municipal reports and financial statements. Data were obtained from the Municipal Development and Lending Fund database for the
annual evaluation of municipalities within the indicators used by Municipal Development and Lending Fund to determine the annual
grant to municipalities. Descriptive statistics, and regression analysis were used to test the impact of study variables and the availability
of characteristics. Findings: The results showed a statistically significant effect of compliance with IPSAS 1 requirements on
understandability, reliability and comparability characteristics, while there was no effect of applying IPSAS 1 on the relevance of financial
reports for large and medium-sized municipalities in Palestine. There is a weakness in presenting the content of financial statements,
especially with regard to the comprehensive statement of revenues and expenses, the statement of cash flows, the changes in net
assets, the presentation of notes and accounting policies used in preparing financial statements. Recommendations: The study
recommended that all municipalities should be obligated to apply the “Standard for Presenting Financial Statements” IPSAS 1,
especially those related to performance and content, especially with regard to the comprehensive statement of revenues and expenses,
the statement of cash flows, the changes in net assets, the presentation of notes and accounting policies used in preparing financial
statements, due to its positive impact on improving the quality of financial reports, and monitoring municipalities’ compliance with the
requirements of this standard.
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