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In 2010, UNRWA’s microfinance department recorded 
another year of expanding outreach and organisational 
growth. While tempered in part by mounting operational 
challenges and enduring political constraints, the 
programme’s continuing success offered hope for some of 
the programme’s most hard-pressed clients. Continuing 
its positive performance of recent years, the department 
set new records for the number of clients reached through 
UNRWA’s regional microfinance activities, as well as the 
overall impact of this lending. Over the course of the 
year, its staff in the West Bank, Gaza, Jordan, and Syria 
issued 33,593 loans valued at USD 42.29 million, bringing 
the department’s cumulative investments since 1991 to 
USD 256.86 million. Most notable was the improved performance of 
the programme in Syria, where lending continued to grow by over 40 
percent annually, boosted further by the opening of two new branch 
offices in Aleppo and Douma. Crowning this was UNRWA’s achievement 
of maintaining its record as the first microfinance operation in Syria 
to be operationally self-sufficient. Also gratifying was the fact that the 
department’s activities in the Gaza Strip contributed to this growth. This 
was in spite of Gaza’s continuing travails and the enduring frustration of 
its beleaguered inhabitants.
 
The tragic events that affected the Gaza flotilla in international waters 
on May 31 renewed the focus of the international community on the 
blockade of Gaza. UNRWA has long advocated for the complete lifting 
of the blockade, knowing first-hand the impact on Gaza’s 1.5 million 
inhabitants of blanket prohibitions on exports from the enclave, as well 
as on the importation of many basic consumer goods. By the beginning 
of 2010, all Gaza inhabitants relied heavily on smuggled goods from 
Egypt to meet basic needs, yet few had the means to afford the high 
prices.    With unemployment hovering around 45 percent, by mid-2010 
some 80 percent of Gazans were dependent on food aid.
 
Since 2007, UNRWA has played a central role in sustaining Gaza 
livelihoods. As with other aid organisations, however, our inability 
to import sufficient quantities of materials stymied reconstruction 
efforts in 2010, including the construction of urgently needed refugee 
housing and schools. UNRWA accordingly welcomed the easing of the 
blockade announced by Israel’s government on June 20, 2010, including 
a commitment to facilitate UN construction projects in Gaza, and the 
granting of partial access to some consumer goods in the enclave. 
However, we are concerned that Gaza’s export channels remain curtailed, 
and the inflow of construction materials are a fraction of pre-2007 
levels, continuing to set back not only UN-sponsored projects, but also 
most private residential and commercial construction by Gazans, who 
suffer an increasingly extreme housing shortage. Ultimately, however, 
humanitarian assistance cannot replace a functioning economy.

MESSAGE FROM THE COMMISSIONER-GENERAL 
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Against this backdrop, the department’s performance in Gaza in 2010 
was especially heartening. In recent years, the programme has had to 
pare back lending dramatically in Gaza in order to safeguard operational 
sustainability, riding out a storm of defaults that shuttered many other 
local microfinance providers. On the back of a moderate economic 
rebound in Gaza starting in late 2009,  the department was able to grow 
local outreach by 50 percent in 2010 and loan disbursements by a full 
91 percent, providing some 3,600 beleaguered micro-entrepreneurs 
and households with over USD 7 million in new credit. Overall, despite 
a lapse in staff productivity in the West Bank – where productivity 
nevertheless remains high by industry standards – and a lapse in Jordan, 
which experienced a slow-down and partial regression of outreach, the 
department sustained its long-term growth trend in 2010, expanding its 
total outreach by 18 percent and its financing by 14 percent.   
 
In the field of organisational development and capacity building, the 
department also made further strides in 2010. The year began with the 
launch of a new branch office-based incentive scheme that underscores 
the department’s continuous efforts to improve the responsiveness and 
productivity of its field operations. The opening of a new branch office 
in Jericho in late 2010 is expected to give an incremental boost to West 
Bank lending, and to further enhance the capacity of the programme’s 
impressive branch office network there. Looking further ahead, the 
department also took critical steps towards examining the prospects 
for future transformation. Recognizing the increasing constraints of 
grant-based financing on the potential of the programme, the Agency 
continued exploration, together with strategic stakeholders, of how 
UNRWA could best secure the future of its microfinance services to 
customers in a manner that would empower it to serve even more clients 
with better services, while preserving the essence of its mission and 
humanitarian character.
 
Driving this exploration is the understanding that more could be 
achieved for the social and economic benefit of communities served by 
the programme. 
 
It was in Gaza that the department began its work in 1991, and as it looks 
to celebrate the 20th anniversary of its establishment in 2011, I hope 
that we will also be able to mark the start of a new era of innovative 
microfinance in the UNRWA’s areas of operation. 

Filippo Grandi

Commissioner-General
United Nations Relief and Works Agency

for Palestine Refugees in the Near East
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UNRWA’s microfinance department endeavours to improve the quality of life of small 
business owners, microentrepreneurs and poor households through the provision of credit 
and other financial services that sustain jobs, decrease unemployment, reduce poverty, 
economically empower women and youth and provide income-generating and asset-
building opportunities to Palestine refugees and other proximate poor and marginal groups. 
The department also advocates for the provision of safe-saving services to poor clients to help 
them save for the future and provide a financial safety net to help them cope with personal 
and family emergencies and crises. The department strives to provide scalable interventions 
with measurable macroeconomic impact by concentrating its financial services in poorer 
urban areas where there is a high density of Palestine refugees.

Today Palestine refugees in the Middle East number almost five million. The department conceives 
of its mission in the context of the United Nation’s broader vision of building inclusive financial 
services for poor and low-income households. Many of our clients operate small businesses on 
the margins of the formal economy. They include vegetable stallholders, at-home seamstresses, 
garage owners and fishermen. Many run businesses that are not registered with the government, 
let alone tax authorities. The vast majority are unable to secure affordable credit from commercial 
banks. Yet if provided with such loans they do have the ability to repay them, while generating 
sustainable incomes for themselves, as well as their families and employees, many of whom are 
drawn from the poorest segments of society. The department’s work is to help close this circle of 
opportunity and help households become self-reliant. 

Targeting business owners, microentrepreneurs and households, our lending is guided in part 
by economic objectives: to sustain and create jobs, reduce poverty and boost economic security. 
However, our aim is also to support human development more broadly, by sustaining household 
consumption and family investments in education and health.  Ultimately, we seek to empower 
our clients, and in this respect particularly targets women and youth, as well as other economically 
and socially vulnerable groups.

We carry out our mission in accordance with those standards and best practices that have been 
developed within the global microfinance industry. At the core of our service model is the 
understanding that microcredit and related financial services should be sustainable. This means 
that we aim to recoup our operating expenses, while charging rates of interest that are not only 
affordable to our clients but also competitive vis-à-vis other microfinance providers.  In this context 
we strive to make our outreach and operations as cost-effective as possible. Accordingly, we focus 
our work on poor, urban areas, which are both centres of commercial and industrial activity and 
host a high concentration of Palestine refugees.
 
 

OUR MISSION

Human Development
the microfinance department supports unRWa’s human development goal of: “a Decent 
Standard of living” by programming its microfinance activities under the strategic objective 
of providing: “Inclusive financial services and increased access to credit and saving facilities”. 
Its business plan integrates its mission statement and builds upon and integrates unRWa’s 
medium term Strategy, the department’s Headquarter Implementation plan and the 
programme components of the Field Implementation plans in a broad corporate and field 
strategy for the department.
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Worldwide, there are 800 million youth 
living on less than $2 a day. Most are 
economically involved and are actively 
supporting their parents and siblings. 
Microfinance, combined with access to 
mentoring, training, life skills and other 
education may facilitate the transition of 
youth into adulthood and dramatically 
improve their livelihoods.

MasterCard Foundation
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UNRWA’s microfinance programme has developed and grown out of one of the most difficult 
microfinance environments in the world, beset by unique restrictions on enterprise, trade and 
human development. It first began operations in Gaza in 1991, providing credit to small and 
medium-scale businesses with an initial capital fund of less than USD 500,000, extending its 
operations into the West Bank in 1996. Since then it has become not only the largest microfinance 
institution in the West Bank and Gaza, but uniquely the only regional microfinance organisation. 
In 2003, it began working in Jordan and Syria, where 2.5 million Palestine refugees reside. By 2008 
the annual outreach in these markets had begun to outstrip that of the programme’s Palestinian 
operations, with the department rapidly growing into the second largest non-governmental 
microfinance operation in Syria. Between 1991 and 2010, the department extended over 225,000 
loans across all its fields of operation, at a value of USD over 256.86 million. During 2010, the 
portfolio financed 33,593 loans valued at USD 42.29 million. 

Cumulative Outreach

HISTORICAL BACKGROUND 

Since 1997, the department has run its operations on a self-sustaining basis, but continues to be 
capitalised by donor grants from a number of stakeholders.  These have included the governments 
of Australia, Canada, Germany, Italy, Japan, Luxemburg, the Netherlands, New Zealand, Norway, 
and the United States, as well as the Academy for Educational Development (USA), the Arab 
Authority for Agricultural Investment and Development (Sudan), the Arab Gulf Programme for 
United Nations Development Organisations (Saudi Arabia), and the Gaddafi International Charity 
and Development Foundation (Libya). Of particular importance in support of the department’s 
operations since 2004 has been the special PalFund Trust Fund that has been financed by the 
OPEC Fund for International Development (OFID), which has contributed USD 10 million to this 
fund.

FUNDING AND EVALUATION
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Annual Lending 1994-2010

The department’s operations are subject to independent audits as well as biennial ratings. It 
benchmarks its activities globally, regionally and nationally, sharing its performance indicators 
with the Microfinance Information Exchange (MIX), Sanabel – the Microfinance Network of the 
Arab Countries, Sharakeh - the Palestinian Network of Small and Micro Finance. In the Middle East, 
the department strives to lead in the adoption and development of microfinance best practices, 
being the first MFI to undertake a social rating of the impact of its programme. The programme 
was twice, in 2009 and again in 2010, awarded Gold Category Certificate for its social indicator 
reporting to the MIX by CGAP, Michael and Susan Dell Foundation and the Ford Foundation. It 
has also increased its status by improving transparency, quality and reliability of its microfinance 
information, receiving the highest level of five diamonds in the MIX Certificate of Transparency 
2009.

During 2010 the department took great strides forward in improving its social performance 
management (SPM) system, through which it tracks a range of social indicators to ensure that it 
is fully meeting its mission. Being responsive to local market demand and sustaining excellence 
in service delivery are key objectives. To this end, the department is constantly developing and 
improving its performance and knowledge management and business planning systems within 
the microfinance context in which it works, while ensuring these systems fit congruously within 
the knowledge management requirements of UNRWA’s medium-term strategy (MTS), field 
implementation plans (FIP) and headquarter implementation plan (HIP). 
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BRANCH NETWORK
The microfinance department is headquartered in Jerusalem, from where its management 
oversees four field offices in the Gaza Strip, the West Bank, Jordan and Syria. At the end of 
2010, these field offices were responsible for a total of 20 branch offices. Each branch is 
required to cover its direct costs and support the overall overhead costs of the programme.  
The cost of opening new branches is covered by retained earnings and only occasionally by 
project funds. The department expects its total number of branch offices to double in number 
between 2010 and 2015, primarily as a result of rapid build out in non-Palestinian markets.



9

Since 1991 the department has developed a range of microfinance products and services in order 
to address the interlocking needs of the target communities in which each branch office operates.  
Initially focused on small and medium-sized businesses in the early years of the programme, 
the department soon expanded its remit to include microenterprises employing less than five 
workers. Most of these are informal in nature. In the West Bank and Gaza they compose some 90 
percent of all enterprises and have further proliferated with the progressive deterioration of the 
Palestinian economy under the impact of trade restrictions, obstacles to movement and other 
conflict-related impositions. In 1994, the department accordingly began extending microcredit - 
labelled Solidarity Group Lending (SGL) - to women microentrepreneurs in Gaza.  In 1997, it also 
launched a non-gender specific microenterprise credit (MEC) loans in Gaza, extending this second 
product to the West Bank in 1998. This core enterprise product also launched the departments 
operations in Jordan and Syria in 2003.

In line with the evolution of microfinance practices in other parts of the world, the department 
has also introduced financial intermediation at the household level. As early as 2001 it piloted 
small lending in Gaza to help distressed and low-income working-class families cover basic 
consumption needs, and education and health costs. This consumer lending product is now 
offered in each region. To expand operations in Syria, in 2007, the programme targeted lending 
to home-based women’s income-generating projects, a new women’s household credit (WHC) 
product. The success of this product resulted in its expansion into the West Bank in 2009 and into 
Jordan in 2010. Empowering women, who face additional difficulties as entrepreneurs, has been 
an integral part of the broader mission of the department, with considerable expansion of WHC 
lending pushing the share of loans that were extended to women to 35 percent by the end of 
2010.  Among more recent innovations is housing microfinance (HLP) to refugee families with no 
access to mortgage facilities. Launched in Gaza in 2006, this product was introduced into the West 
Bank in 2009. 

In order to help successful clients to grow their businesses, the department also introduced a 
microenterprise credit plus (MEC+) loan in 2008. Originally launched in the West Bank, it has since 
been rolled out in Gaza and Jordan, where it has enabled expansion of department’s financing 
and provides a high-impact means of fostering local job creation, as such filling a role formerly 
played by small-scale enterprise (SSE) product. Over the coming years, it is expected that the 
MEC+ product will become a major contributor to the department’s portfolio, particularly in 
more mature markets.  Meanwhile, however, the department will also continue to improve and 
broaden its outreach to smaller borrowers. As part of its wider effort to provide comprehensive 
financial intermediation to the poor, the programme in 2008 began planning for the introduction 
of savings facilities targeted at low-income families.

Outreach - 2010

DEVELOPMENT OF OUTREACH
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PRODUCTS AND SERVICES

Microenterprise Credit (MEC) 
Targets the overwhelming majority of 
regional businesses that employ fewer 
than five workers, most of whom enjoy no 
access to formal credit and are vulnerable 
to shocks. The loans range from USD 300 
to USD 8,500, with maturities of 4 to 11 
months. This product is designed to help 
such businesses build up and maintain 
reserves of short-term working capital.  

Microenterprise Credit Plus 
(MEC+) 
Allows mature microenterprises that seek 
to expand capital and grow employment 
to expand MEC borrowing with more 
extended repayment horizons, some as 
long as 24 months. Eligible clients include 
formal enterprises and borrowers who 
have demonstrated repayment ability over 
several loan cycles.  

Small Scale Enterprise (SSE) 
The department’s oldest type of loan is 
directly aimed at furthering economic 
development and creating jobs. Ranging 
from USD 3,000 to USD 75,000, with 
repayment horizons falling between 12 
and 36 months, these relatively large 
loans typically support capital investment, 
modernization, and market expansion.  
Though significantly reduced by 2010, the 
SSE product is likely to find use again in 
coming years as a means of recapitalising 
and rehabilitating enterprises in Gaza.  

Solidarity Group Lending (SGL) 
A product designed for groups of women 
microentrepreneurs who are collectively 
responsible for guaranteeing each other. 
Starting at USD 200, with a maximum 
ceiling of USD 5,000, and a repayment 
horizon of between 4 and 11 months, the 
SGL product sustains enterprise, as well 
household expenditures on education, 
health, and basic needs.

Women’s Household Credit 
(WHC) 
An adaptation of the SGL loan, first piloted 
in Syria to accommodate home-based 
enterprise by women, it allows women to 
build up business and household assets. 
Unlike the SGL product, it does not work 
on a group lending model. Disbursements 
range in size from USD 200 to USD 3,000, 
though loans are on average quite small.

Consumer Loan Product (CLP) 
Personal loans for working-class families 
and low-income households with no 
access to bank credit, this loan is intended 
to help constitute household assets or 
pay for education, health-care, or one-off 
social outlays, like weddings and funerals. 
The loan ceiling is three times the client’s 
monthly salary. 

Housing Loan Product (HLP) 
Aims to help families with no access to 
mortgage facilities to improve, expand or 
acquire housing. Disbursements range in 
size from USD 3,000 to USD 15,000, and 
maturities from 18 to 36 months. The HLP 
was successfully piloted in Gaza in 2006 
and extended into the West Bank in 2009.

Small and Medium Enterprise 
Business Training (SMET) 
The department runs a small business 
training programme in Gaza for business 
people, enterprise support organisations 
and persons wanting to start their own 
business, by offering customized training 
in subjects such as book keeping, taxation, 
computing and e-commerce.  Participants 
pay a participation fee to ensure the courses 
finance their running cost, with donor 
grants covering remaining overheads. 
Since its establishment in March 1995 the 
programme has conducted 723 training 
courses for 15,872 participants. 
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The best way to 
predict the future is to 
create it.

Peter Drucker
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Outreach and Financing
The microfinance department sustained a steady rate of portfolio growth in 2010 largely in line 
with its performance in 2009. The number of loans extended grew by 20 percent from 28,373 to 
33,593 loans, while the value of lending grew by 14 percent, from USD 37.14 million to USD 42.29 
million. In terms of clients reached and funds disbursed, 2010 was accordingly another record year 
for the department. As of its end, the department maintained a portfolio of 26,306 active loans 
with an outstanding loan balance of USD 23.10 million and has since 1991 invested over USD 
256.86 million through 225,568 loans. In 2010, growth was driven foremost by expansion in Syria, 
where lending continued to surge at a rate of over 40 percent annually, but also a heartening 
near-doubling of disbursements in the Gaza Strip that was enabled by economic stabilization and 
a partial easing of Israel’s blockade of Gaza in the second half of the year. 

In the other markets served by the department, however, lapsing staff productivity led to 
stagnation and marginal retrenchment. Active loans per loan officer for the department as a whole 
slipped from 182 to 165 on average, significantly below the department’s target of 200 loans, 
with only the Gaza Strip field office registering an improvement in loan officer productivity. In the 
West Bank, both outreach and financing accordingly retreated by a few percentage points, with 
significant demand for the newly introduced Women’s Household Credit unsuccessful in offsetting 
continuing decline in the mainstay MEC product, as well as its higher value MEC+ product. In 
Jordan, modest outreach growth failed to forestall a marginal decline in overall disbursements. 
Thus, while the programme continued to grow in 2010, it did not meet the targets set out in its 
business plan largely as a result of a decline in staff productivity.

These developments were reflected in the composition of the department’s portfolio in 2010.  
Gaza’s strong rebound allowed its share of total outreach to rise from 8 percent in 2009 to 11 
percent, with the annual outreach increasing from 2,399 to 3,622 loans in 2010. Meanwhile, the 
West Bank’s share of overall outreach fell from 33 to 27 percent, with its disbursements falling 
from 9,302 to 9,146 loans.  Jordan’s share of programme outreach also fell, from 22 to 19 percent, 
although there was a marginal increase in the number of loans disbursed from 6,331 loans in 2009 
to 6,489 loans in 2010. The most significant growth in the share of outreach was in Syria, which 
increased from 37 to 43 percent, with the number of loans financed increasing from 10,341 to 
14,336.

2009 2010 Growth
No. of 
loans Value (USD No. of 

loans Value (USD Loans Value

All 28,373 37,136,844 33,593 42,294,584 20% 14%
Gaza 2,399 3,693,600 3,622 7,081,400 53% 92%
West Bank 9,302 16,025,140 9,146 15,184,463 -2% -5%
Jordan 6,331 10,156,921 6,489 9,662,712 2% -5%
Syria 10,341 7,261,185 14,336 10,366,007 39% 43%

 

OVERVIEW OF DEVELOPMENTS IN 2010
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Financial Performance
The growth of lending in 2010 was accompanied 
by a positive financial performance. Total 
income grew to USD 8.40 million, from USD 
7.13 in 2009. After deduction for a loan loss 
provision of USD 883,500 and operating 
expenses of USD 6.37 million, resulting in a 
net income of USD 1.14 million, only slightly 
lower than the record profit registered in 2009. 
The decline in profitability was largely due to 
a change in UNRWA human resource policy 
that increased staffs’ end-of-term indemnities, 
requiring a one-time booking of almost USD 
400,000 to expenses during 2010.

As a result, the operational self-sufficiency (OSS) 
rate for 2010 was down nine percent to 115 
percent. However, though improvement will be 
necessary to bridge this gap, this performance 
is still within sight of the department’s 125 
percent target.

Encouragingly, all field offices, except for Gaza, 
continued to maintain a positive OSS, with 
Jordan registering an increase in self-sufficiency 
from 109 to 114 percent. The moderate 
decline in the rate of self-sufficiency in Syria, 
meanwhile, was to be expected after two new 
branches were inaugurated in 2010, leading 
to a drop in OSS from 124 to 117 percent. 
While self-sufficiency fell in the West Bank 
from 145 to 127 percent, this still remained in 
line with department target of 125 percent. 
The Gaza programme bore the brunt of the 
additional staff indemnity costs as it has an 
older, longer serving labour force that required 
greater additional provisions. These additional 
expenses prevented Gaza from crossing the 
100 percent threshold and led its OSS to fall 
from 97 to 93 percent.

Overall portfolio quality was unchanged from 
2009, with the portfolio-at-risk (PAR) over 30 
days hovering around eight percent, still short 
of the department’s target of three percent or 
less, with Gaza and Syria maintaining the best 
portfolio quality with PAR of three and two 
percent, respectively. 

OFID anD the 
PaLFUnD 
tRUSt FUnD

With USD 10 million 
invested in the unique 
PalFund trust Fund to support Palestinian 
enterprises in the oPt, the OPeC Fund 
for International Development (OFID) is 
the single most important contributor to 
UnRWa’s microfinance activities.  Based 
on an initial administrative agreement 
signed by OFID’s Director-General, 
Suleiman J. al-herbish and UnRWa’s 
former Commissioner-General, Karen 
Koning abuZayd in 2004, OFID made three 
separate contributions to this fund. the 
last contribution was signed by UnRWa’s 
Commissioner-General, Filippo Grandi in 
July 2009. 

In the second quarter of 2010, UnRWa 
financed loans to Palestinian businesses 
in the West Bank and Gaza that exhausted 
OFID’s last instalment of USD 1 million 
to the fund. With a total contribution of 
USD 10 million (less project support costs 
of USD 125,000), UnRWa’s microfinance 
programme financed 7,650 loans valued 
at USD 9.875 million through the fund. 
as these and subsequent loans were 
repaid, by 31 December 2010, the fund 
had financed a total 33,113 business loans 
worth USD 49.65 million. 

the financing made available through the 
PalFund trust Fund has been fundamental 
in enabling UnRWa to augment its 
microfinance outreach to the Palestinian 
business community in the West Bank 
and Gaza, where PalFund loans account 
for 22 percent of the approximately 
153,800 loans, and 26 percent of the gross 
loan portfolio of USD 187.41 million that 
microfinance department had invested in 
the oPt.
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The department maintained an overall profit margin of 14 percent in 2010, with West Bank 
producing a rate of profit of 21 percent, Syria 14 percent, Jordan 13 percent and Gaza producing a 
loss of seven percent. Looking at the department’s return on assets (ROA), overall the programme 
achieved an ROA of four percent, while the West Bank achieved six percent, Syria five percent, 
Jordan four percent and Gaza minus one percent. Given these figures, the department is not 
performing as well other financially self-sufficient (FSS) MFI in MENA where the average ROA for 
FSS institutions was eight percent. 

Loan officer productivity fell by nine percent overall to an average of 165 active loans per loan 
officer, with only Gaza increasing its average loan officer productivity by 20 percent from 132 to 
158 active loans. There was a marginal increase in the operating expense ratio in 2010, when it 
rose by one percent to 30 percent. The operating expense ratio was 33 percent in Syria, 31 percent 
in both the West Bank and Gaza and 25 percent in Jordan.

Ratios Targets
Overall

department 
Microfinance department Field Offices

Gaza West Bank Jordan Syria

2009 2010 2009 2010 2009 2010 2009 2010 2009 2010

Sustainability and profitability

Operational 
self-sufficiency >125% 124% 115% 97% 93% 148% 127% 109% 114% 124% 117%

Profit Margin >20% 19% 14% -3% -7% 31% 21% 8% 13% 19% 14%

Return on 
assets 5% 5% 4% 0% -1% 10% 6% 3% 4% 6% 5%

Assets and liability management

Yield on gross 
loan portfolio 33% 42% 40% 29% 31% 48% 43% 39% 40% 44% 41%

Portfolio to 
assets 80% 67% 72% 43% 61% 69% 73% 86% 79% 81% 80%

Portfolio Quality

PAR >30 days <3% 8% 8% 2% 3% 9% 11% 13% 12% 5% 2%

Write-off ratio 1% 2% 4% 3% 1% 2% 2% 3% 10% 2% 2%

Risk Coverage 
ratio 75-100% 70% 69% 119% 94% 62% 58% 71% 76% 82% 95%

Efficiency and Productivity

Loan Officer 
Productivity 200 Loans 182 165 132 158 175 159 180 150 219 184

Personnel 
productivity <100 Loans 85 80 45 54 78 74 95 81 121 102

Ave. loan size 1,200 1,309 1,259 1,540 1,955 1,723 1,660 1,604 1,489 702 723

Ave. 
outstanding 
loan

1,000 891 878 1,432 1,759 1,062 1,045 993 882 451 481

Operating 
expense ratio 25% 29% 30% 30% 31% 30% 31% 25% 25% 32% 33%

Cost per 
borrower 100-200 308 303 472 533 345 360 355 326 160 164
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Within the regional microfinance industry, UNRWA’s microfinance department continues to 
pioneer  the implementation of social performance management (SPM) methodologies, tools 
and analysis. It is one of a few hundred microfinance institutions worldwide that are currently 
participating in the social indicator reporting in global Microfinance Information Exchange (MIX).  
In recognition of its social indicator reporting to the MIX, the department was granted a Gold 
Category Award by the Consultative Group to Assist the Poor (CGAP), the Michael and Susan Dell 
Foundation and the Ford Foundation in both 2009 and 2010. 

2010 was a significant year in mainstreaming and deepening SPM. SPM reporting now measures 
and delineates comprehensively the full extent of the department’s social outreach to different 
categories of clients. The most important development in 2010 was the implementation of an 
initiative to finance the development of three separate Simple Poverty Scorecards (SPS) for 
Palestine, Jordan and Syria to analyse client poverty and low income. Based on a standardized 
methodology, which is identical to the Grameen Foundation’s progress-out-of-poverty index 
(PPITM), during 2010 the department undertook three separate poverty surveys of its clients in 
Gaza, West Bank and Syria, which are separately reported in the country segments of this report. 
A further study of clients in Jordan will be completed in 2011.

Outreach by Social Indicator - 2010

At the core of the programme’s approach to SPM is the objective of providing inclusive microfinance 
that targets women, youth, refugees, informals, poor and low income households whose human 
development can benefit significantly from microfinance services. The department has fully 
integrated its database to monitor and evaluate its capacity to outreach to these marginal groups 
and sectors. It has now begun the process of building a baseline and longitudinal profile of social 
outreach indicators to refugees, youth, women and informals, and it has set targets to expand its 
outreach to these clusters through its business and work plans over the next four years through 
developing specialized marketing strategies and products to channel microfinance services to 
these groups.

SOCIAL PERFORMANCE
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A key indicator of marginality within the enterprise community is the level of informality in 
the business sector, while a measure of successful social outreach is the portion of clients who 
are informal enterprises. With the expansion of the Women’s Household Credit (WHC) product 
during 2010, the outreach to the informal sector broadened with the portion of loans to informals 
increasing from 84 to 88 percent. Such business most often have no company or tax registration 
with central state authorities, while many were registered by the municipalities, often operating 
small shops or workshops, an increasing share worked from home or in open markets. In a weak 
economic environment marked by high levels of unemployment, low levels of capital formation 
and the absence of large private sector enterprises, such microenterprises are often the only means 
many people have of creating self-employment for themselves and their families. Moreover, the 
bulk of  UNRWA’s outreach continues to target the microenterprise sector, with microenterprise 
accounting for 75 percent of loans contracted in 2010.

A fundamental social indicator, reflecting UNRWA’s mandate, is the department’s outreach to 
Palestine refugees. Although the number of loans issued to Palestine refugees continues to rise 
from year-to-year, their share of outreach is declining as the programme enters new markets. 
Thus, in 2010 the portion of Palestine refugee clients fell from 44 percent in the previous year to 
39 percent in 2010, although refugee clients remain preponderant in both Gaza and Jordan where 
they constitute a high portion of the regional and national population. However, it is important to 
note that although the percentage of refugee clients is declining the absolute number continues 
to grow year on year. Thus, the structural expansion of the portfolio and growth of outreach 
enables the programme to reach more Palestine refugees with sustainable microfinance services, 
especially those living in regions of low refugee density that would otherwise not be served by 
the department.

Focus on Women 
Since its earliest beginnings, the global microfinance industry has evinced a strong commitment 
to broadening women’s access to financial intermediation. The influential group lending 
methodology pioneered by Bangladesh’s Grameen Bank in the late 1970’s primarily targeted rural 
women and since then countless microfinance programmes have emulated both its method and 
market focus. Women currently account for 77 percent of all microfinance clients in Asia, and 62 
percent in the Middle East and North Africa region. There are several reasons for this focus. In 
many countries, poor women confront particular difficulties in gaining access to credit or savings 
facilities. In most of the developing as well as developed world they are less likely than men to be 
engaged in formal salaried work and if so are likely to be paid less than their male colleagues. In the 
final analysis, targeting of women is also a means of social empowerment, supportive of broader 
developmental objectives. With such considerations in mind, MFIs operating in the MENA region 
and beyond often design microfinance services solely for women. Moreover, as the microfinance 
industry itself has grown and professionalised, gender inclusiveness in staff recruitment has also 
become increasingly important to many MFIs, and this is routinely assessed in benchmarking 
compliance with industry best-practice.

The regionally diverse experience of UNRWA is illustrative of many of the challenges attendant 
on targeting women in microfinance in the MENA region. Since its beginnings, the department 
has sought to target poor and otherwise disadvantaged clients, a strategy enshrined in its 
commitment to the United Nation’s development goal of building inclusive financial services for 
the poor. Poor women are one such disadvantaged group. They are also a natural address for 
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outreach which seeks to help poor families sustain household consumption and investments in 
health and education. Yet the department must also weigh the need to assist other disadvantaged 
borrowers, including refugees and youth, and to help sustain and create jobs in communities 
often suffering 20-40 percent unemployment. This includes creating jobs for women, but also 
entails lending to male microentrepreneurs.

The department’s outreach history since 1991 reveals some of the implications of reconciling these 
objectives. At various times, the department far surpassed regional industry averages for outreach 
to women; in 1995, they accounted for a full 87 percent of all customers in Gaza, and between 
1994 and 1998, some 60 percent of all clients were women, although the volume of outreach 
at this time was low. In the following decade, however, lending to women as a share of total 
outreach oscillated significantly, hitting a low of 17 percent in 2006, and thereafter rebounding, 
currently standing at 35 percent across all markets. These swings do not owe to any intermittent 
shifts in the programme’s strategic priorities with respect to targeting of women, however, but a 
more complex interplay of factors. 

The department’s early growth was chiefly the result of successful retailing of the solidarity 
group lending (SGL) product to collectives of female microentrepreneurs in the Gaza Strip, where 
women were extensively represented in small-scale street enterprise, usually owning some 
business assets and earning sufficient regular income to service loans. In this regard, however, 
Gaza, along with countries like Morocco, Tunisia and Egypt, differ from the West Bank, Jordan, and 
Syria, where women are more commonly engaged in home-based income-generating activity, 
often of a seasonal nature. Accordingly, the SGL product found little purchase in these markets, 
with Gaza being particularly hard hit by a succession of economic crises after the outbreak of the 
second intifada in 2000, culminating in the shocks of 2006-2007, the proportion of outreach to 
women accordingly declined precipitously.
    

Outreach to women 1996-2010
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With pressure on the programme to help sustain and generate jobs during these hard times, the 
department was confronted with the dilemma of how to extend wider outreach to women on a 
sustainable basis, in a region which has the world’s lowest female labour force participation rate. 
For many regional programmes, the answer has been to channel financing to women engaged 
in part-time or seasonal work into expenditures that create and build household assets. Since a 
significant percentage of such clients cannot generate enough income to service loan payments, 
however, such lending is in actuality also secured against broader household income, including 
the wages and salaries of husbands and working youth. With the programme needing to generate 
jobs and lacking specific loan products uniquely targeted at women in its non-Gaza markets, the 
share of women engaged with the department accordingly converged with the gender profile of 
these markets. 

But as the department has diversified its product offering, and responded to particular conditions 
within its broadening fields of operations, its direct outreach to women has in recent years 
improved significantly through the adoption of a clear SPM strategy on gender. The chief driver of 
this was the piloting in Syria, in August 2008, of a new women’s household credit (WHC) product 
that targets women with home-based income-generating activity, but allows them to take loans 
either in support of their economic activity or in support of building household assets, education, 
medical, or emergency expenses. It is understood that the income generated in many of these 
women’s projects is too low to service a loan, so the financial analysis underwriting the loan 
decision considers household income from all family sources. The great success in retailing of 
this new WHC product in Syria enabled the department to increase its women’s participation rate 
from 20 percent in 2008 to 43 percent in 2009, when Syria overtook Gaza as the region with the 
highest level of women’s participation. Following this success, the WHC product was introduced 
in the West Bank in 2009 and in Jordan in 2010. It is anticipated that continued growth in lending 

Women in the Microfinance Department
One of the best places to begin in programmes that seek to economically and financially 
empower women is within the host institution. It is very difficult to succeed in gender and 
economic empowerment of women clients, without strategies, policies and recruitment 
practices that encourage equity and gender balance. While the department is still far from 
equity in its staffing structure, it has been successful in increasing its ratio of female employees 
to 36 percent of its staff, with women staff growing by 25 percent in 2010. With 46 percent of 
its staff positions filled by women, the department in Syria maintains the most positive gender 
ratio. This is followed by the West Bank and Gaza at 32 percent each, then Headquarters at 
27 percent, with Jordan at 26 percent.  This requires further improvement, particularly in the 
percentage of women occupying senior positions. 

It is not the strongest of the species 
that survive, nor the most intelligent, 
but the one most responsive to 
change.

Charles Darwin
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through this instrument will continue to grow the share of women clients in the coming years to 
around 40 percent. However, as we have seen from repeated crises that have rocked Gaza and the 
West Bank since 2000, political violence and economic instability can very soon knock the best 
laid strategies and plans off track. In this context, the atmospheric pressure of the Arab spring 
has created a billowing easterly wind freighting political and economic change that may increase 
financial, credit and country risk within the microfinance sector in 2011 and 2012.

Focus on Youth
With high levels of youth unemployment becoming a critical economic problem across the Middle 
East and North Africa, the economic empowerment of youth through sustainable job creation and 
self-employment is seen by most regional governments as a significant development challenge. 
But one which most have responded to far too late. The long-term economic and social exclusion 
of Arab youth reached its nadir in December 2010, when the self-immolation of a poverty-stricken 
young Tunisian microentrepreneur set of a chain-reaction of youth-engaged political revolt 
across the Arab world in the most dramatic and unforeseeable manner. Beyond this period of 
unrest and uncertainty, bold new strategies of economic transition need to create a nexus for the 
economic inclusion of youth in regional and national development. Microfinance will play a role in 
mitigating such exclusion, especially for those at the bottom of the social and economic pyramid, 
by offering financial services to youth for business, education and housing. 

Within UNRWA, youth inclusion is a key and growing component of the department’s SPM strategy. 
UNRWA normally uses the standard UN definition of youth as young people aged between 15-24 
years of age.  However, as one of the qualifying conditions for receiving microfinance loans is that 
a person must be 18 years of age or older to enter into bona fide legal contracts, this results in a 
very compressed age cohort spanning just seven years from 18-24 years of age.  In common with 
many other institutions working with youth and enterprise, UNRWA’s microfinance programme is 
now defining young microentrepreneurs and young economically active clients as those that are 
less than 31 year of age, providing a standard measure of young business people as those aged 
from 18-30 years old. This “relaxed definition” of youth provides a better standard of measure 
and give a more realistic account of young people who are legally empowered to be engaged in 
economic activities under the constraints of formal contract law. Since those under 18 years of 
age are usually not able to undertake the legally-binding contractual obligations that are central 
to the economic and financial engagement of young persons in the economy.

Youth outreach by social performance indicator - 2010
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All of the department’s credit products are retailed to youth, and in 2010 some 10 percent of loans 
were issued to youth aged between 18-24 years of age, while 34 percent of loans were issued to 
youth persons aged between 18-30 years of age, who were financed with a portfolio USD 10.30 
million. The department’s outreach in Syria accounted for 43 percent of the total loans to young 
clients, while the West Bank financed 30 percent, Jordan 18 percent and in Gaza  just 9 percent.  
Youth outreach in each region ranged from 25 percent to just over a third. In the West Bank they 
accounted for 34 percent of loans, with 3,109 loans valued at USD 4.22 million financing young 
clients. Whilst in Syria they accounted for 32 percent, with 4,556 loans valued at USD 2.56 million, 
accounting for 28 percent in Jordan with 1,845 loans valued at USD 2.05 million and 25 percent in 
Gaza with 906 loans valued at USD 1.46 million. 

In terms of the microfinance programme’s standard social performance indicators, young women 
received 34 percent of all loans financing women clients, with 3,946 loans worth USD 2.41 million, 
while loans to Palestine refugee youth accounted for 28 percent of all loan financing to refugees, 
with 3,663 loans valued at USD 4.32 million. Youth engaged in enterprise activity in the informal 
sector of the economy accounted for 31 percent of informal clients financed, with 6,824 loans 
worth USD 5.70 million. Moreover, youth microentrepreneurs accounted for 29 percent of all 
microentrepreneurs, with financing of 7,329 loans valued at USD 6.58 million. Thus, loans to youth 
are heavily concentrated in the enterprise sector, where they account for 70 percent of all loans to 
youth and 64 percent of the value of such loans.

Youth outreach by loan products - 2010
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While UNRWA does not yet provide youth-specific loan products, it endeavours to reach young 
clients through marketing all its loan products to them. In this context, some loan products are 
more attractive to youth clients than others and they thus produce a better ratio of outreach to 
youth. The business loan product which has the highest outreach to youth is the gender-specific 
women’s household credit (WHC) product, where 38 percent of clients were young women 
microentrepreneurs engaged in enterprise and income-generating activities within their homes. 
They were financed with 2,885 loans valued at USD 1.26 million. Just over a quarter (26%) of clients 
that were financed by the programme’s core microenterprise credit (MEC) product were youth 
who received 4,177 loans valued at USD 4.95 million. Young women in Gaza financed through 
solidarity group lending product accounted for 24 percent of all SGL clients with 247 loans worth 
USD 156,400. The business product with the least outreach to youth is the microenterprise credit 
plus (MEC+) product, with just 10 percent of clients being youth who held just 20 loans worth 
USD 209,766.  Thus, the business products with the greatest current outreach to youth are WHC 
and MEC loans, but although the WHC product had a higher rate of outreach to youth, the MEC 
product provided a greater number of loans to them. In 2010, both products combined financed 
7,062 loans to young microentrepreneurs and self-employed persons worth USD 6.21 million.

UNRWA’s non-business products also have significant outreach to young clients, with 38 percent of 
clients with the programme’s consumer lending product (CLP) being young clients who received 
2,985 loans worth USD 2.98 million, enabling young working people to pay for further education 
and supporting young married couples in establishing and developing their households. 
Moreover, young clients were also supported through the programme’s housing microfinance 
product (HLP), where 23 percent of housing clients were young persons who received 101 loans 
worth USD 728,533. 

Although UNRWA has not specifically designed microfinance products for youth, its commitment 
to social performance management, as part of its social mission, is ensuring that a significant 
portion of its portfolio is financing the young with best practice microfinance services. By ensuring 
that youth have access to operationally self-sufficient, sustainable and inclusive financial services 
for enterprise, households and individuals, UNRWA is providing increasing and continuous 
services to youth, with broader scope and scale, than would normally be achieved  by youth-only 
microfinance activities.
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Microfinance recognizes that poor people 
are remarkable reservoirs of energy and 
knowledge. And while the lack of financial 
services is a sign of poverty, today it is also 
understood as an untapped opportunity 
to create markets, bring people in from the 
margins and give them the tools with which 
to help themselves.

Kofi Annan
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Economically the Gaza Strip continued to recover somewhat from the acute crisis begun by 
the imposition of Israel’s 2007 blockade, though renewed hopes that the siege of Gaza would 
be comprehensively lifted, following Israel’s ill-fated interception of the international “Freedom 
Flotilla” on May 30, remained unfulfilled by year’s end.  For the first half of the year, increasingly 
effective and sophisticated tunnel smuggling under the Egyptian border and continued donor 
assistance sustained a significant 16 percent rebound in economic activity, as assessed by the 
IMF, including small scale construction using smuggled cement, steel and locally recycled 
gravel. A measured relaxation of Israeli restrictions on imports to Gaza after June 2010 thereafter 
contributed to a relative normalization of consumer goods availability, although local production 
of garments, furniture and food production was hard-hit by renewed competition with Israeli 
importers, offsetting a rebound in local retail activity. Furthermore, continued restrictions on 
large-volume importation of construction materials stymied aspirations to rebuild the destruction 
wrought by Operation Cast lead in 2009, and to begin meeting unmet demand for private housing 
accumulating since 2007. While Gaza’s export channels remain largely closed, donor-funded 
construction is the only sector of the local economy with the potential to significantly dent Gaza’s 
unemployment rate, which continued to hover around 45 percent, or tackle the poverty affecting 
some 80 percent of the population.

Subject to these very considerable and enduring constraints, the department was nevertheless 
able to undertake a significant rebuilding of its Gaza portfolio. Overall, the department contributed 
USD 7.08 million to Gaza’s beleaguered economy in 2010, up 92 percent from USD 3.7 million in 
2009. This growth was leveraged by a proportionally smaller 50 percent increase in the number of 
loans disbursed, which grew from 2,399 to 3,622, but which comprised a high share of large-value 
MEC+ and Housing Loans. In 2010 these accounted for a total of USD 3.17 million in financing 
alone. Encouragingly, such expansion in lending did not compromise the sustainability of the 
department’s Gaza operations, which maintained a target portfolio-at-risk (PAR) ratio for loans 

the gaza strip

GAZA AND WEST BANK MARKET BACKGROUND 
Evolving earlier than in the rest of the MENA region but also confronting more hostile political 
and economic conditions, microfinance in the oPt has historically been dominated by a few 
mature institutions, among which UNRWA’s microfinance department has been a historic 
leader, and remains the largest MFI in terms of outreach. In recent years, however, a number 
of smaller programmes have also enjoyed considerable success. The current nucleus of the 
national microfinance industry consists of the 10 specialised institutions organised through 
Sharakeh - the Palestinian Network for Small and Micro Finance. Between 1998 and 2010 these 
institutions have invested USD 300 million through 250,000 loans; supporting 36,740 active 
clients with USD 63.64 million in financing at the end of this period. The industry’s outreach 
infrastructure is geographically diverse, with around 90 percent of loans providing working 
capital for microentrepreneurs, a growing number of MFIs also support consumer and 
personal lending to working-class and low-income families, as well as housing microfinance 
for home improvement, construction, and land purchase. More than half of all Palestinian 
micro-lenders are women. Nevertheless, a substantial outreach and financing gap persists. 
The estimated market of 200,000 microfinance clients is far from served, with only 18 percent 
currently benefiting from loans.  This gap also extends to a bifurcation between markets in 
the West Bank and Gaza; before 2006 Gaza accounted for more than half of microfinance 
outreach in Palestine, but has since the Israeli blockade of the Gaza Strip seen its share of 
national microfinance outreach decline to 26 percent,  comprising just 9,550 active loans.
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over 30 days late of three percent in 2010, up a modest one percent from 2009. Operating income 
for 2010 ended on USD 1.23 million, yielding a small net loss of USD 88,818. Operational self 
sufficiency in Gaza accordingly declined from 97 to 93 percent, compared to 2009. While this 
loss will currently be covered by net revenues from the department’s other markets, it will be 
recovered within the foreseeable future as it was largely due to an exceptional one-time expense 
of due to a change in UNRWA’s human resource policy which added substantial additional costs 
to the programme in Gaza, which will not be repeated next year.

Outreach in Gaza

 

Looking forward, it is clear that a sustained improvement in living standards and social conditions 
in Gaza requires a more comprehensive lifting of the Israeli blockade, and Gaza’s successive 
re-integration into the Palestinian and regional economy. Barring an outright re-escalation of 
hostilities in Gaza, however, the department should be able to continue rebuilding its outreach 
there, which as of 2010 still fell short of levels sustained in 2006, when it extended some 12,000 
loans worth over USD 10 million. If Gaza’s underlying economic circumstances continue to 
improve there is every reason to expect that total financing will in coming years be able to surpass 
these levels.  According to a study conducted by Palestinian Investment Fund, more than half of 
Gaza companies require an average of USD 7,000 in re-financing to resume full-scale operations, 
including closing out bad debts. 

For the department, this represents a significant opportunity to increase both the number of 
loans extended in Gaza, through the extension of its MEC and MEC+ product. But a revitalisation 
programme led by the international community and the Palestinian Authority remains key to 
realising the possibility of such growth. As demonstrated in the second half of 2010, however, the 
impact of such assistance will continue to be contingent on the degree to which enduring Israeli 
restrictions on the Gaza economy are further relaxed. The department’s ability to significantly 
rebuild outreach to women microentrepreneurs through its SGL product is however limited 
not only by economic conditions in Gaza, but also by its inability to rely on notary public and 
enforcement offices in Gaza, which fall under the purview of Gaza’s Hamas government that is 
being shunned by the international community and UNRWA.
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Unfortunately, this boycott of the legal offices of the de facto authority, particularly affects the 
programme’s most marginal clients. Among them many women microentrepreneurs, who 
because they have no bank accounts or ability to provide guarantors to collateralise their loans 
are no longer being served by the department because of the high risk involved in providing loans 
that are unsecured by enforceable legal contracts.

Social Indicators Gaza - 2010

During 2010, in Gaza the SPM unit continued to develop and improve its social indicator reporting 
and monitoring. During the year there was an increase in lending to refugees when the Palestine 
refugee ratio increased from 83 to 86 percent of clients in Gaza. There was also an improvement in 
outreach to youth, as measured by the standard UN definition of persons between 18 to 24 years 
of age, which doubled from four to eight percent of clients. Moreover, when measuring the youth 
cohort using the relaxed definition of those between 18-30 years of age, the outreach to youth 
was 25 percent of clients, with youth in Gaza receiving 762 loans valued at USD 1.34 million. While 
the number of loans to women in Gaza improved over the year, the ratio of outreach to women 
declined from 38 to 35 percent of clients. Loans to microenterprise continue to dominate lending 
in Gaza with microenterprise accounting for 62 percent of loans, with 97 percent of business loans 
going to clients in the informal sector. 

The most significant SPM development in 2010 was the piloting of the client survey to test the 
poverty scorecard in Gaza. Providing new information about the department’s clients, it also 
resulted in counterintuitive insights. Male clients, for instance, are marginally more likely to be 
poor than women, with 30 percent of them living below the national poverty line of USD 3.8 
(NIS 12.92) compared to 29 percent of women clients. This discrepancy is even more pronounced 
among SGL and MEC customers, with 34 percent of women-only SGL clients and their households 
falling under the national poverty line, compared to 35 percent of men-only MEC clients. Not 
surprisingly, customers receiving larger MEC+ are significantly less likely to be poor, and these 
include no women. Significantly, however, 18 percent of MEC+ clients and their families still live 
below the poverty line.   
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The survey also observed that there is significant regional variation in client poverty levels within 
the Gaza Strip. Qualifying widespread media reports that southern Gaza, and in particular Rafah 
has enjoyed an economic boom because of the smuggling trade with Egypt,  with 36 percent 
of southern families living in poverty, compared to 25 percent in central and northern Gaza. 
This finding echoes a 2010 World Food Program survey of Gaza which shows that Rafah suffers 
some of the highest rates of food insecurity in the enclave. As these numbers also suggest, the 
department’s clients are less poor than the general Gaza population, where 30 percent of clients 
and their families live below the national poverty line, compared to 52 percent of Gazans more 
broadly. Significantly, less than one percent (0.11%) of clients in Gaza qualify as ultra-poor, living 
on less than USD 1.25 per day per person.  

Yet in Gaza, as in the department’s other regional markets, the vast majority of families living 
above or slightly above the national poverty line still remain highly vulnerable to shocks, such 
as unexpected family outlay due to illness, or sudden loss of employment. Although low-income 
clients and households are not poor, in Gaza they are unlikely to have sufficient savings and 
resources to buffer them from such shocks. Accordingly, low-income households remain close 
to the economic margins with livelihoods and ways of living that are often very similar to the 
poor. As the most common category of client in Gaza, at 71 percent they are the main target 
segment for the outreach of UNRWA’s microfinance products. Moreover, as the Gaza Poverty 
Scorecard illustrates, 73 percent of MEC clients and 78 percent of SGL clients support low-income 
households that live on no more than twice the national poverty line, equivalent to USD 6.4 per 
person per day.
  

Though no one can go 
back and make a brand new 
start, anyone can start from 
now and make a brand new 
ending.

Carl Brand
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Client Name  Suheir Auda
   Abu Athra
Date of Birth  1974
Location   Rafah Camp,
Dependents  7 
Type of Business Embroidery and
   Clothing Retail 
Type of Loan  SGL

 RAFAH’S OTHER FABRIC OF LIFE: EMBROIDERY
AND CLOTHES RETAIL ON GAZA’S BORDER

Straddling Gaza’s southern border with 
Egypt,  Rafah rapidly became a byword for 
illicit enterprise after the imposition of Israel’s 
blockade on the Gaza Strip in 2007, coming 
to host an expansive tunnel smuggling 
industry which provided Gaza households 
and businesses with newly prohibited goods, 
ranging from soap and petrol to animal feed 
and refrigerators. In early 2010, much of this 
commerce was evident among the town’s 
busy open-air markets. Even after the easing of 
this blockade after June 2010, Rafah’s tunnels 
continue to bring in necessities like cement 
and steel that is still prohibited to ordinary 
Gazans. Then as now, however, this business 
belies an underlying reality of deep and 
widespread impoverishment, as detailed by the 
department’s 2010 poverty scorecard survey of 
clients in southern Gaza.

A resident of Rafah’s sprawling refugee camp, 
36 year-old Suheir Abu Athra helps support 
her family of seven by means of a more 
conventional trade. A talented seamstress, 
she began in 2002 to produce traditional 
embroidered dresses from her home, selling 
them in her neighbourhood.  Because the 
cost of producing each dress is relatively high, 
running at least USD 200-300, her output was at 
first limited to pre-ordered items.  In 2003 she 
began exploring ways of boosting her earnings 
further. She had noticed that there was high 
demand for children’s clothes and she decided 
to test the market by adding a small clothing 
retail component to her business.  Because 
she did not have enough money to acquire an 
initial stock of items, she approached UNRWA 
for financing, and in June 2003 was awarded 
a Solidarity Group Loan (SGL) worth USD 300, 
with which she purchased an initial inventory 
of baby and children’s clothes. 

Suheir’s new business proved profitable. On 
the basis of her initial success, she obtained 
additional loans from the department in 2003 
and 2004, which allowed her to keep up with 
demand. As her reputation with clients grew, 
her embroidery business also started to pick 
up, allowing her to sell her home-made dresses 
to women’s activity centres in Rafah. In 2005, 
Suheir decided to add a few items of ready-
made imported women’s clothes to her retail 
offering and took out a fourth SGL loan, worth 
USD 1,000.  Because she was herself increasingly 
busy with her embroidery work, she asked one 
of her sons to assist her in managing this side of 
her business.  

Despite the violence and economic hardships 
that has since afflicted Gaza, with financial 
assistance from UNRWA Suheir has managed 
to sustain this enterprise in the ensuing years.  
Since 2003 she has received ten SGL loans, the 
last of which was worth USD 800.  From the 
department’s perspective, Suheir is a model 
client, who has astutely used her loans to take 
advantage of local business opportunities while 
remaining committed to servicing her loans in 
a timely manner.  As of the end of 2010, she 
earned a monthly income of USD 450 from her 
business. Knowing, like all Gazans, how difficult 
it can be to piece together a livelihood, she 
remains grateful to UNRWA’s for helping her 
support her family amidst Gaza’s continuing 
hardships.
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Micro-financing helps to combat the 
dangerous symptoms of economic despair 
and loss of dignity, by providing crucial 
resources that households and businesses 
can use to build a better future.

Filippo Grandi
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Economic conditions in the West Bank continued to improve in 2010, marking a fourth successive 
year of growth, but the economy remained marred by underlying frailties, most notably the 
continued impositions of Israeli restrictions, affecting both internal Palestinian trade, particularly 
between the West Bank and Gaza, but also the ability of West Bank manufacturers to export 
competitively to regional and global markets. In 2010 external donor support and relative political 
stability, combined with some easing of restrictions on internal movement, shored-up domestic 
consumption, which enabled projected growth of 7-8 percent over the year.  This was underpinned 
by bank deposits growing by an annual rate seven percent as of mid-year, and credit to the private 
sector up by 40 percent.

Unemployment also continued to fall moderately, declining from about 18 percent to an estimated 
16 percent. However, direct donor support to the Palestinian Authority, which stood at USD 930 
million by the last quarter of the year, fell USD 300 million short of budgetary projections, forcing 
the PA to borrow from local commercial banks and build up arrears, while delaying needed public 
sector investment. Moreover, while the PA’s dependence on external support for recurrent and 
development expenditures is estimated to have fallen from over 35 percent in 2009 to about 25 
percent in 2010, such support remains a critical crutch for the West Bank’s economy, with private 
activity continuing to be concentrated in a few sectors, most notably construction and services.

Outreach in the West Bank

With the final furbishing, equipping and staffing of a new branch office in Jericho in December 
2010, which will open on January 2011, the department completed the build-out of its branch 
network in the West Bank. Although the most profitable of the department’s field offices in 2010, 
the West Bank saw a two percent decline in outreach in 2010, from 9,302 loans to 9,146, while 
overall financing fell five percent from USD 16.03 million, to USD 15.18 million. This performance 
owed chiefly to flagging loan officer productivity, which fell from 175 loans per loan officer in 
2009, to an average of 159 in 2010. 

This retrenchment of the strong growth enjoyed in previous years was particularly reflected in 
the department’s core MEC loan. Encouragingly, however, the women’s household credit (WHC) 
and housing loan (HLP) products first introduced to the West Bank in 2009 bucked this trend. 

the west bank
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Total WHC disbursements grew from USD 42,373 in 2009, to USD 907,628 in 2010, supporting 
1,114 home-based women microentrepreneurs by year’s end, while total HLP financing grew at 
32 percent, from USD 447,034 to USD 660,170. It was also of some concern that the quality of the 
portfolio deteriorated with PAR for over 30 days rising from 9 to 11 percent. Nevertheless, the 
department’s West Bank operations continued to make a healthy profit of USD 756,212 on an 
operating income of USD 3.34 million. With an operational self-sufficiency rate of 127 percent, the 
West Bank operations remains ahead of departmental target of 125 percent, although declining 
from its 2009 record of 145 percent. 

Looking forward, the imperative for the West Bank field office is to resume steady growth in 
coming years. With a branch office infrastructure that now provides comprehensive coverage of 
all primary markets, and a portfolio accounting for over one third of active market borrowers, the 
department will focus in particular on better marketing, operational performance, and further 
product diversification, for instance, by improved targeting of women, youth and rural clients (See 
Outlook section). As noted above, declining loan officer productivity and eroding portfolio quality 
emerged in 2010 as the chief constraints in this market and remedying these problems will be a 
key focus of the department’s management in 2011. Difficulties recruiting sufficiently qualified 
staff to meet rapid growth in past years, and delays in filling human resource positions are in 
part responsible for falling staff productivity. Meanwhile, tougher competition among West Bank 
microfinance providers has placed greater demands on the department’s staff. 

Social Indicators West Bank - 2010

To remedy these problems, the management will invest greater resources in staff training. 
Moreover, the introduction of a new staff incentive scheme is expected to create early gains in 
productivity and improved portfolio quality that will be reflected in better market performance. 
While seeking to improve overall productivity, meanwhile, the department will also look to 
continue its expansion of outreach to women microentrepreneurs in the West Bank through its 
WHC product. Because the average value of WHC loans is relatively small, however, growth in 
overall financing will require expanded retailing of the larger value MEC+ and HLP loans, where 
there is considerable unmet demand existing for the latter housing loan product. But because it 
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locks up significant amounts of capital for longer periods of time, further retailing of the large-
volume HLP product will be subject to the department’s ability to attract significant capital in the 
coming period. 

As in Gaza, the West Bank has utilised the improved social indicator reporting and monitoring 
framework. During the year there was a decrease in lending to Palestine refugee clients whose 
ratio fell from 32 to 29 percent. Otherwise, the remaining social indicators all improved, with an 
increase in lending to women that almost doubled from 12 to 23 percent of clients in the West 
Bank. There was also an improvement in outreach to youth, as measured by the standard UN 
definition of persons between 18 to 24 years of age, which rose by one percent to 12 percent 
of clients. Moreover, using the new relaxed definition of youth in 18-30 years of age cohort, the 
outreach to youth was 37 percent of clients with youth in West Bank receiving 3,109 loans valued 
at USD 4.22 million. Loans to microenterprise continue to dominate lending in West Bank with 
microenterprise accounting for 64 percent of loans and 77 percent of these loans financing clients 
in the informal sector.

The results of the client survey using the Palestine poverty scorecard in the West Bank indicated 
that 25 percent of clients and their households lived under the national poverty, while 67 percent 
lived in low-income households surviving on an income of double or less than twice the national 
poverty line. Moreover, women clients are more likely to be poor than men, with 28 percent of 
them living below the national poverty line of USD 3.8 (NIS 12.92) per person per day compared to 
24 percent of men clients. This discrepancy is even more pronounced among WHC clients, with 34 
percent of women-only WHC clients and their households falling below the national poverty line. 

However, the majority of clients, two-thirds, are members of low income households that remain 
vulnerable to economic and enterprise shocks that can tip them very rapidly into poverty. Women 
clients have a greater propensity to live in low-income households (70 percent) compared to men 
(66 percent). Moreover, low-income varies with the products, with 77 percent of clients with WHC 
products living in low-income households, compared to 68 percent of clients with the consumer 
loan product and 63 percent with MEC loans. The data indicates that the department in the West 
Bank remains on target to finance poorer and more marginal clients, with only a minority of clients 
relatively better off.
 

Palestinian youth are 
important contributors to 
the economic survival of 
their families – with both 
young men and women 
pursuing a number of 
livelihood strategies. Most 
of these strategies involve 
short-term informal 
sector work, including 
petty trading, small-scale 
agricultural production, 
and handicrafts and light 
manufacturing.

USAID
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 BUSINESS IS WHERE THE HEART IS: BAKING
 FROM HOME IN RAMALLAH
Client Name  Anaam Nayef Motee 
   Zayton
Date of Birth  1960
Location   Ramallah
Dependents  3 
Type of Business Bakery
Type of Loan  MEC

Like many Palestinian entrepreneurs, who 
often have limited working capital to rely 
on, 50-year old Anaam Zayton has found it 
difficult to cope with the economic crises that 
have beset the Palestinian economy over the 
course of the second intifada.  In 1996, during 
the hopeful years that followed the signing of 
the 1994 Oslo Accords, she set up a bakery in 
one of Ramallah’s shopping centres in which 
she produced savoury Palestinian thyme and 
cheese pastries, as well as cakes for special 
occasions.   Business was going well until the 
outbreak of the second intifada in late 2000, 
when the local economy was rapidly crippled by 
severe military closures. Like tens of thousands 
of other Palestinians, her husband soon lost his 
job in Israel and ultimately Anaam’s business 
also dried up.  No longer able to cover rent for 
her bakery, she was forced to close it.

With her family now relying solely on her for 
its upkeep, Anaam cast about for ways of 
sustaining a regular income.  Though short of 
working capital she had salvaged her ovens 
and other equipment from her bakery and 
knew that her products still enjoyed a good 
reputation.  She accordingly re-installed her 
ovens in one of the rooms of her house and 
began baking again from home. Perennially 
short of working capital to buy ingredients and 
packaging, she then approached UNRWA for 
an MEC loan, and received in August 2004 an 
initial loan of JOD 600, roughly equivalent to 
USD 847.

Now helped in her work by her husband, Anaam 
was subsequently able to begin rebuilding her 
business from home.  Earning enough from the 
sale of her pastries and cakes to meet her loan 
payments punctually, she was able to secure 
additional, incrementally larger loans between 

2004 and 2006, adding equipment to her home 
bakery and further expanding her production. 
In time, she was able to begin selling through 
convenience stores in Ramallah and eventually 
to some local hotels. 

Currently Anaam sells on average 300 pieces 
per day and generates enough from this home-
based production to provide for her family.  
When she is under pressure to meet a large 
order for a special occasion, she also employs 
additional help.  She is now in her eighth loan 
cycle, with a loan valued at USD 1,412, which 
she used to buy supplies and ingredients. 
Anaam is pleased with the loan amounts that 
she gets from UNRWA, considering them 
sufficient for her needs at the moment, and 
quite easy to service. “These loans provide me 
with the necessary liquidity to buy cheese, flour, 
spinach, and meat,” she says. “And I am never 
late in repaying my monthly instalments.”

JORDAN MARKET BACKGROUND
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JORDAN MARKET BACKGROUND 
Jordan is home to the largest population of registered Palestine refugees in the world, 
numbering two million in 2010. The department began lending in Jordan in 2003 and is in 
terms of financing currently the fifth biggest microfinance provider in the country, accounting 
for 10 percent of all financing in the Jordan microfinance market. Since the 1990’s Jordan has 
played host to an increasingly best-practice oriented and competitive microfinance industry, 
strongly supported by the government and international donors. In addition to UNRWA’s 
programme, seven other best-practice MFIs currently operate in Jordan, supplemented by 
200 local schemes and a dozen organisations providing microfinance as part of broader 
development activities.  Between 2005 and 2009, the number of microfinance borrowers in 
Jordan grew from 51,000 to 195,000, with total financing rising from USD 18 million to USD 
152 million over the period, according to Mix Market and private consultancy data. While the 
market for microenterprise credit, particularly targeting women, is among the best served in 
the MENA region, there is scope for growth in more diversified lending to support education 
and housing, as well as larger-scale businesses. By some estimates, a microfinance market 
also factoring in demand for such products could count 500,000-600,000 borrowers. 

Jordan’s economy grew at an estimated 3.1 percent in 2010, staging a slight recovery from the 
rapid slowdown witnessed in 2009, when a period of strong, sustained growth since 2000 slipped 
from 7.0 to 2.3 percent. Growth in the Arab Gulf economies, driven by rising oil prices, was a 
significant factor in the country modest rebound this year. Some 70 percent of Jordanian foreign 
currency revenue, including foreign investment, exports and remittances is derived from the Gulf 
market. In 2010 exports alone rose 16 percent. Credit availability remained reasonable, with bank 
deposits growing by six percent. Nevertheless, a persistently large, if narrowing budget deficit, 
estimated at 5.3 percent of GDP in 2010, and financial and economic retrenchment in Europe and 
other global markets had a dampening effect on overall economic performance, which remains 
below its potential according to the IMF.  Unemployment continued to hover around 13 percent, 
not counting significant estimated underemployment. Real per capita incomes declined in 2009 
when factoring in population growth, with Jordanian households put under further pressure in 
2010 by consumer price inflation of 5.5 percent that was driven by soaring food and fuel prices.

Outreach in Jordan

Jordan
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In what were accordingly fairly challenging market conditions compared to the department’s 
early years in Jordan, the local field office enjoyed some improvement in its overall financial 
performance, but struggled to sustain the momentum of growth it achieved during 2007-2009. 
Total outreach grew by only two percent in 2010, down from 14 percent in 2009. This modest 
increase, furthermore, could not forestall a five percent decline in overall financing, down from 
31 percent growth in 2009.  By the end of the year, 6,489 loans worth USD 9.66 million were 
financed.  As in the West Bank, declining staff productivity was in large part to blame, with loan 
officer productivity declining by 17 percent from an average portfolio of 180 loans per loan officer 
in 2009 to 150 loans in 2010.  

That overall financing receded despite some growth in the number of loans extended was owed 
chiefly to slower retailing of the programme’s MEC product in Jordan. However, other products 
performed better. Retailing of larger MEC+ loans, which were introduced to Jordan 2009, increased 
200 percent, while outreach of consumer loan product (CLP), also introduced in 2009, grew 115 
percent. The women’s household credit (WHC) product was also introduced in Jordan in 2010, but 
had not reached significant volume by year’s end. While still far from its target, meanwhile, the 
quality of the Jordan portfolio improved somewhat but not effectively, with PAR of less than 30 
days falling from 13 to 12 percent. More encouragingly, profitability increased in 2010, generating 
a net profit of USD 249,833 on an operating income of USD 1.88 million, which sustained an overall 
operating self sufficiency ratio of 114 percent, up from 109 percent in 2009.

Social Indicators Jordan - 2010

Looking forward to 2011, the key challenge for the department’s Jordanian operations is to 
resume steady growth in both outreach and financing. The productivity of its sales staff remains 
a central concern, one that the local field office has also grappled with in previous years, in part 
as a result of difficulties recruiting sufficiently skilled staff. The need to further contain financial 
risk, which remains significantly above the department’s target range, will make a strong 
resumption of growth additionally challenging. But several risk containment measures, including 
augmented follow-up of under-performing loans, were already introduced in 2010.  A final and 
enduring constraint is the difficulty of attracting funding for costs associated with expanding the 
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department’s branch office network in the Hashemite Kingdom, whose relative political stability 
has made it a less urgent priority for international donors than the neighbouring regional markets, 
especially in the West Bank and Gaza. Notwithstanding such constraints, however, the department 
will open an additional branch in Irbid in 2011. Encouragingly, with the introduction of the WHC 
product into the Jordanian market, and good demand for its recently introduced CLP and MEC+ 
products,  which accounted for nearly USD 2 million in financing in 2010, the department now 
has an increasingly diversified range of products to offer in Jordan, furnishing a strong basis for 
substantial growth both in outreach and financing.

The programme in Jordan has also utilised the improved social indicator reporting and monitoring 
framework. While maintaining one of the strongest Palestine refugee outreach profiles of any field, 
there was a decline in the lending ratio to Palestine refugees who slipped from 80 to 73 percent 
of clients. While there was no improvement in outreach to youth, as measured by the standard 
UN definition of persons between 18 to 24 years of age, which remained a nine percent of clients, 
using the new relaxed classification of youth in 18-30 years of age cohort, the outreach to youth 
was 30 percent clients with youth in Jordan receiving 1,845 loans valued at USD 2.05 million. The 
other social indicators all improved, with an increase in lending to women that grew by 50 percent 
from 14 to 21 percent of clients. Loans to microenterprise continue to dominate lending in Jordan 
where microenterprise accounted for 71 percent of loans with 93 percent of these loans financing 
clients in the informal sector.
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PAINTING A BRIGHTER PICTURE: ART ENTRE-
PRENEURSHIP IN AMMAN

Client Name  Maysoun Husein
   Al-Qawasmi
Date of Birth  1966
Location   al-Abdali area, Amman
Dependents  2 
Type of Business Contemporary Arts and 
   Handicrafts 
Type of Loan  MEC
 

A central principle of microfinance is that 
it helps disadvantaged borrowers help 
themselves, allowing them to leverage 
personal skills and resources to build better 
lives for themselves and their families. Since 
its earliest outreach work in Gaza’s refugee 
camps, UNRWA’s microfinance department has 
worked extensively with people who have little 
else to rely on. Although the department has 
since expanded into markets enjoying greater 
stability, if not always economic opportunity, its 
work is still at heart about supporting individual 
resourcefulness and talent.
 
For 44 year-old artist Maysoun Al Qawasmi, 
translating her skills into a sustainable 
livelihood was not an easy task. Maysoun paints 
on tile and porcelain, producing plaques with 
national Palestinian and Jordanian motifs that 
reflect her pride in her Palestinian heritage as 
well the country in which she has grown up. 
She developed her craft while studying for a 
Bachelor of Science in agricultural engineering 
in Jordan, putting in extra time after lecture 
hours at her university’s art studio. After 
finishing her studies, she continued building 
her portfolio, and in 1990 finally decided to 
explore the possibility of selling her work. 

In the beginning, Maysoun used to work at 
home, sometimes exhibiting at local galleries 
and art shows.  Finally, however, she rented 
her own store space in the al-Abdali area of 
downtown Amman. Here she was able to 
display an extensive collection of her art and 

handicrafts production, and also to discuss 
customised orders with clients.  “Some prefer 
tiles with phrases in English rather than Arabic, 
others prefer more colours, some just drawings,” 
says Maysoun. “I try to satisfy everyone’s taste 
and preference.” 

In ensuing years, Maysoun has relied on working 
capital from UNRWA to sustain and expand this 
business, taking out her first MEC loan, worth 
JD 500 or USD 706, in April 2007.  Currently, 
she participates extensively in local exhibitions 
and also operates exhibition stands in Amman 
shopping centres.  She is currently servicing 
her eighth loan, equivalent to USD 5,650, which 
she used to cover the running costs of her store 
and to ensure that she has enough supplies of 
tiles and porcelain to meet demand. Servicing 
a credit this large constitutes a considerable 
financial responsibility for Maysoun, yet as such 
it is also an affirmation of her ability to translate 
her talent into a thriving business.
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I know of no more encouraging fact 
than the unquestionable ability of 
man to elevate his life by conscious 
endeavor.

Henry David Thoreau
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Syria enjoyed a slight improvement in overall economic performance in 2010, with real GDP 
growth increasing from four percent in 2009 to a projected five percent, according to IMF 
estimates. Growth was driven largely by the finance, services and tourism sectors, reflecting the 
continued gains of a policy of economic liberalization of the heavily state-dominated economy. 
However, unemployment remains a concern. At around 11 percent, the official unemployment 
rate remains essentially unchanged since 2009, and is unlikely to reflect a significant decrease in 
youth unemployment, which in recent years is variously estimated at between 50 and 60 percent. 

Furthermore, at five percent, inflation remains quite high, providing little respite to households 
which saw overall prices rise by 22 percent in the previous two years. As widely reported, meanwhile, 
Syria continues to suffer the effects of a prolonged four-year drought, which has forced hundreds 
of thousands of farming families to relocate from the country’s north east to urban centres like 
Aleppo, where the department opened a new branch office in 2010. Syria’s agricultural sector 
maintains one of the largest peasant populations outside Egypt, which historically generates as 
much as one quarter of national GDP, and the continuation of the drought is likely to significantly 
exacerbate underlying economic and social strains.

On the back of enduring pent-up demand for microfinance intermediation in Syria, the department 
continued to register rapid growth in 2010, complemented by sustained build-out of its branch 
network and exemplary financial performance. Total outreach grew by 39 percent, from 10,341 
to 14,336 loans, while financing rose by 43 percent, from USD 7.26 million to USD 10.37 million. 
Though relative growth in the hitherto very depressed Gaza market trumped the performance of 
the Syria office in 2010, Syria accordingly further cemented its position as the leading outreach 
centre in 2010, accounting for a full 43 percent of all departmental loans during the year, although 
accounting for a relatively smaller 25 percent share of financing. This discrepancy is owed to the 
fact that a significant share of outreach growth in Syria has been achieved through retailing of 

syrian arab republic

SYRIA MARKET BACKGROUND 
Syria arguably evinces the greatest growth potential of any microfinance market in the MENA 
region where it is estimated by independent sources that one-in-three Syrians live under 
the poverty line, with an additional 10 percent living in extreme poverty. Notwithstanding 
the expansion of the country’s private banking sector, a 2010 World Bank report ranked the 
Syrian Arab Republic 181 out of 183 countries when it came to access to credit. Meanwhile, 
microfinance is underdeveloped by regional standards and historically heavily focused on 
lending to rural constituencies. Despite the registration of two new MFIs in 2010, a limited 
number of best-practice institutions currently operate in the country, supporting under 
50,000 clients. As a result, at least one million microentrepreneurs, most of them concentrated 
in urban areas, lack access to financial intermediation. These include substantial numbers 
of Palestinian refugees, some 500,000 of whom are currently registered in Syria. The Syrian 
government, however, has led the MENA region in progressive microfinance legislation since 
2007, when it became the first Arab government to license national Social Financial Banking 
Institutions through a General Microfinance Decree. UNRWA’s microfinance department, 
which begun lending in Syria in 2003, has invested in the sector with great success, as it 
currently accounts for 14 percent of all lending in the sector. In 2008, the programme became 
the first microfinance operation to reach full operational self-sufficiency, retaining this unique 
status in the country through 2010.
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WHC, which are significantly smaller in size than the department’s staple MEC product, although 
the average loan size in Syria is half that of elsewhere. Moreover, as old WHC clients take larger 
repeat loans as they demonstrate repayment capacity, the average size of WHC lending has also 
increased. Whereas retailing of the WHC product grew by 59 percent in 2010, financing through 
this instrument increased by a full 102 percent.

Outreach in Syria

Operationally and financially, Syria continued to lead the way among the department’s markets 
in 2010. During the year, two new branch offices were opened in Douma (Damascus) and Aleppo, 
extending the geographic scope of the department’s outreach, which had hitherto been focused 
chiefly on Palestinian refugee communities clustered in and around Damascus.  Since it takes time 
for new branch offices to ramp up sales volume and attain economies of scale, it was accordingly 
not surprising that average loan officer productivity in Syria fell, from an average of 219 loans per  
loan officer in 2009, to 184 loans in 2010. Though still short of departmental targets, staff in Syria 
remain its most productive in any market.  

Encouragingly, loans extended in Syria not only grew significantly during the year, but also 
improved in quality, with PAR of over 30 days falling from five percent to two percent, beating 
departmental targets as well as regional benchmarks. In part as a result of very modest loan loss 
provisions, the Syria field office accordingly remained profitable, earning a net profit of USD 
226,113 on an operating income of USD 1.56 million. This translated into an operational self- 
sufficiency ratio of 117 percent, down from 124 percent in 2009. Though slightly short of target, 
this ratio remains satisfactory in light of the increased operational costs associated with this year’s 
significant build-out of branch office capacity. Looking forward, the department in Syria has laid 
the basis both in terms of outreach infrastructure and product offering to sustain continued strong 
growth that will target additional expansion in coming years.
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Social Indicators Syria - 2010

In Syria, the improved social indicator reporting and monitoring framework was also introduced in 
2010. With the smallest concentration Palestine refugees in the four fields where the department 
operates, it has the lowest outreach to refugees of any region. Although more Palestine refugees 
received more loans than ever before as the programme increased its outreach in Syria, the ratio 
of Palestine refugees declined from 25 to 17 percent in 2010. Similarly, while youth aged 18-24 
years received more loans than in the past, the ratio of youth in the portfolio declined by one 
percent to 11 percent as measured by the standard UN youth indicator. But using the new relaxed 
classification of youth aged 18-30 years, outreach to youth in Syria reached 32 percent with young 
clients receiving 4,556 loans valued at USD 2.56 million. Meanwhile, the other social indicators 
improved, with increasing outreach and a higher ratio of women receiving credit, rising from 43 
to 49 percent of clients. While loans to microenterprise continue to dominate lending in Syria 
where microenterprise accounted for 87 percent of loans, with 90 percent of these loans financing 
clients with informal businesses.

Poor women in particular benefit from 
microfinance services. Women’s status, both in 
their homes and in their communities, is elevated 
when they are responsible for managing loans 
and savings. The ability to generate and control 
their own income can further empower poor 
women. Research shows that credit extended to 
women has a significant impact on their families’ 
quality of life, especially their children.

IFAD
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In 2010 the department completed a poverty survey for Syria using the new poverty scorecard 
that provides an up-to-date poverty profile of its growing client base.  As in Gaza, only a tiny 
minority of Syrian clients are ultra poor, living on less than USD 1.25 per person per day, while 11 
percent of clients fall under the upper national poverty line of SYP 99, approximately USD 3.67. 
However, the vast majority of clients live in low-income households, with 55 percent living on less 
than twice the national poverty line and 32 percent living on an income of less than one-and-a-
half the national poverty line. With such clients being vulnerable to economic shocks, and at high 
risk of falling below the poverty line, it can accordingly be surmised that the department’s lending 
is playing an important role in sustaining household incomes, and investments in consumption, 
education and health among the more marginal urban communities where it currently operates. 

These figures also belie significant regional variation even within the geographically small area 
covered by the department’s branch offices in and around Damascus. Clients from the Saida 
Zeynab were significantly poorer than others, with 15 percent living under the upper national 
poverty line compared to 12 percent of clients in the Yarmouk camp area, and just six percent of 
clients at the more middle class Al-Amin area of Damascus. 

The Syria poverty scorecard survey also illustrates the importance of the department’s strong 
outreach to women in the Arab Republic. Unlike Gaza, female clients in Syria were much poorer 
than male clients, having a 14 percent probability of falling below the upper national poverty 
line compared to six percent of males. Women clients with WHC loans are more likely to be poor 
than other clients, with 16 percent of WHC clients falling below the upper national poverty line, 
compared to 11 percent clients with consumer loans (CLP), and five percent of the microenterprise 
credit (MEC) clients. Also, women who borrow through the MEC product have a higher relative 
incidence of poverty compared to men. The only exception to this general trend was observed 
with respect to consumer loan product (CLP), with 12 percent of male clients with this product 
falling below the upper national poverty line, compared to 10 percent of women clients.
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BACK TO SCHOOL: CHILDREN’S APPAREL PRO-
DUCTION IN SAIDA ZEYNAB

Client Name  Haila Suad al-Odeh 
Date of Birth   1959 
Location  Bahdaliyya 
   neighbourhood, Saida 
   Zeynab, Damascus
Dependents  4 
Type of Business Apparel production 
Type of Loan   WHC

A 52-year old mother of four, Haila al-Odeh 
has been running a sewing business out of her 
house since 2007, specializing in making school 
bags for children. Working in the old industrial 
putting-out system that is common in Syria, 
Haila produces finished or semi-finished bags 
on contract to locally based clothing and 
apparel stores, who supply her with the raw 
materials for each consignment. 

Haila’s business allows her to manage her 
household as well as contributing to its upkeep. 
Her husband works in bicycle repair and in 
recent years he has been increasingly hard 
pressed to meet his family’s needs. As in many 
countries around the region, the cost of living 
has increased sharply in Syria over the past 
years, and with Haila’s children also coming of 
age, starting university studies, or looking to set 
up households of their own, the family’s outlays 
have risen. 

Three years ago, Haila decided to start working 
from home. Using accumulated savings she 
bought a sewing machine and secured her first 
commission for the production of children’s 
school bags.  Her clients were satisfied with 
her work, and over the course of a couple of 
years she was able to extend her clientele and 
increase her output, eventually also asking her 
two daughters to help her with the business. By 
this point, however, Haila’s sole sewing machine 
was inadequate for her needs. She had reached 
the point where if she wanted to increase her 
production she would need to invest in her 
business. With only limited working capital 
and no collateral at hand, she was hard pressed 
to secure a serviceable bank loan in Syria. But 

it was with microentrepreneurs like Haila in 
mind that the department developed its WHC 
product. Thus, in late 2009, she submitted an 
application to UNRWA, and was in October 
granted a credit of SYP 15,000, equivalent to 
USD 320, with which she purchased another 
machine.

Since then Haila’s business has gone from 
strength to strength. On the back of increased 
production and sales in 2010, her profit 
margins improved. After closing her first loan, 
she was able to obtain additional credit from 
the department, she now operates three 
sewing machines, and in addition to being 
helped by her daughters she also employs 
another seamstress on a part-time basis to 
cope with high seasonal demand. Recently, she 
began diversifying her production, branching 
out into leather items such as handbags 
and purses. “I have managed to develop my 
business in a short period of time, and this has 
made me more dedicated, and given me the 
incentive to innovate and apply new ideas in 
my production.” While helping support her 
children, Haila has also become an inspiration 
for them. “By now I am also able to finance 
my daughter’s education,” she adds, “she is 
learning to design women’s clothing”.
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[In the context of the Arab Spring] … 
my ideal scenario is that governments 
in the Arab region will be much more 
focused on financial inclusion in the 
coming years, that they will come to 
see the power of the tool. I hope to see 
the legal and regulatory systems reflect 
that commitment to ensuring that 
everyone has access to those financial 
tools, and that people come together 
to build just and prosperous societies 
throughout the region. The future 
certainly holds great opportunity for 
Arab microentrepreneurs and for the 
region as a whole!

Ranya Abdel-Baki
Sanabel Network
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The department’s outlook for the coming year is guided by its 5-year business plan (2010-2014) 
and 2-year work plans incorporated in the programme’s Headquarter Implementation Plan (HIP) 
and the UNRWA Field Offices’ Field Implementations Plans (FIP). At its Annual Senior Management 
Seminar held in June 2010, the management team reviewed the past operational record and 
identified strategies in each region to sustain improved and increased performance over the 
coming year that would be driven by increasing credit outreach, further development of the 
branch office network, increased diversification of its current loan products and the introduction 
of new ones.  

In seeking to realise its targets, the programme plans to augment its 2010 output of 33,593 loans 
valued at USD 42.29 million with a new outreach objective of 50,690 loans worth USD 54.54 
million in 2011, with an operating budget of USD 10.81 million. The expansion of the branch office 
network will continue in 2011, when the department will extend its microfinance services through 
a network of 23 branch offices. While across its areas of operations, the department will continue 
to maintain profitability with a target rate for overall operational self-sufficiency of 125 percent.

In the ongoing context of the 4-year long siege of the Gaza economy, the programme has planned 
its operations on the basis of zero growth, where it is expected to finance just 3,600 loans worth USD 
6.17 million on an operating budget of USD 1.41 million. But if there is a substantial easing or even 
end to the siege of Gaza then the department would be able to significantly expand operations 
very rapidly. Indeed, even in the existing context, the department could appreciably rebuild its 
portfolio if it had authority to work with the legal authorities in Gaza; enabling it to collateralise 
and notarise loans, which would again open up credit to the most marginal communities in 
Gaza, especially women microentrepreneurs, who have been deprived of UNRWA’s microfinance 
services since the boycott of the de facto Hamas government was instituted by the international 
community. 

It is planned to regenerate portfolio growth and sustain profitability in the West Bank in 2011 
through improved staff performance, product development, and marketing. This will be facilitated 
by new credit operations through the Jericho branch office which began operations in January 
2011. This will be supported by new performance incentive schemes with separate criteria for 
branch managers, area loan supervisors and loan officers that will support improved productivity, 
better performance and improved portfolio quality. And also by improving focus on MEC+ and 
HLP loans through adding dedicated staff to market these portfolios in specific branches, while 
reactivating in-house training of loan officers will help improve productivity and performance. 
Thus, in 2011 loan outreach in the West Bank is expected to grow by 28 percent, with the 2010 
result of 9,146 loans valued at USD 15.18 million reaching 11,747 loans valued at USD 17.70 million 
in 2011, based on an operating budget of USD 3.29 million. 

The department’s management is acutely aware that the release of further unrest blown 
along by the Arab Spring beyond Tunisia, Egypt and Yemen into Jordan or Syria would expose 
the programme to new crises and risk management fronts requiring additional containment 
responses to those that it has already instituted during the past 4-year long crisis in Gaza. If 
there is widespread strife in either region, the projected overall growth of the programme by 51 
percent will not be sustained, since, as its experience in Gaza indicates, the department will need 
to invoke a variety of risk mitigation measures to curb increasing threats to the self-sufficiency 
and sustainability of the programme. Nonetheless, aware of the potential risks on the horizon, 
the planned projections  for Syria and Jordan include further portfolio growth and branch office 
expansion in both regions in 2011.

outlook
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The department plans to utilise its position as the only MFI in Syria to have reached full operational 
self-sufficiency, to further extend its presence there and to demonstrate the effectiveness of 
UNRWA’s microfinance operations to potential investors. (See below for details.) In Syria, the 
department aims to open two additional branches in 2011, taking the branch office network to 
seven branch offices that will grow to a total of 13 by 2014. During 2011, loan outreach in Syria is 
projected to grow by 79 percent on the back of the two new branch offices that were opened in 
Douma and Aleppo during the year and an additional two branch offices to be opened in 2011. 
Thus, outreach is expected to grow from 14,336 to 25,676 loans in 2011, while the value of the 
portfolio is projected to increase from USD 10.37 million to USD 18.43 million, with an operating 
budget set at USD 2.15 million. 

Due to enduring difficulties attracting funding for capitalisation and branch office expansion in 
the Hashemite Kingdom, and the need to streamline the operations of its existing branches, in 
the short-term, the programme in Jordan will focus on consolidating and improving the efficiency 
of its existing operations. As in the West Bank, 2011 will be a year of improved staff performance, 
product development, and better marketing. This will be facilitated by the introduction of a new 
incentive scheme, by improving focus on MEC+ and WHC loans, opening a fifth branch office in 
northern Jordan city of Irbid, and giving further focus on in-house training of loan officers. During 
2011, outreach is projected to grow by 49 percent from 6,489 to 9,666 loans, while the value of 
the portfolio is expected to climb from USD 9.66 million to USD 12.33 million, with an operating 
budget placed at USD 2.37 million. 

A significant obstacle to growth and product diversification has been the limited capital available 
to finance the department’s housing microfinance services, which remains restricted to West Bank 
and Gaza because of this constraint. This product finances relatively large-size loans with extended 
repayment horizons that locks up significant portfolio capital. This restricts the potential to scale 
up the portfolio without significant new capitalisation, which would require an estimated USD 40 
million to bring housing microfinance outreach across the department’s markets to operationally 
efficient scale. Until new sources of capital can be secured, the programme will continue to provide 
housing microfinance in the West Bank and Gaza on a limited basis only.

As can be seen from the social performance management sections of this report, the department 
has advanced considerably in improving its outreach to youth, who account for a third (34 percent) 
of all clients. But with youth unemployment ranging from 40-60 percent across the region, young 
Palestinians and other nationals find it increasingly difficult to find meaningful employment that 
can finance them on the road to adulthood and a family life of their own. One of the narrow 
economic options for young people to help themselves overcome unemployment is it to create 
their own job opportunity by starting a small business or microenterprise of their own. However, 
youth face particular difficulties in starting a business; often lacking credit histories, collateral or 
guarantors they are unable to access the resources they need to fund a business because banks 
and MFIs will not provide them with credit. In the context of this seemingly insurmountable 
problem, the department began initial discussions with UNRWA colleagues in Syria about the 
prospects for developing a new credit guarantee fund for youth start-up enterprises. Thus, in 2011, 
the programme will seek additional donor support to finance a regional-based youth enterprise 
guarantee fund to facilitate the economic engagement and empowerment of youth. This fund will 
provide a risk guarantee that will to enable UNRWA to finance young start-up microentrepreneurs. 
This will enable the department to finance young persons without putting at risk the financial self-
sufficiency of its regular microfinance operations. 
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Currently the major change and reform initiative being planned by the department is its 
institutional transformation from an UNRWA department into a separate microfinance institution. 
This is a significant organisational challenge requiring significant internal mediation. But in 
March 2010, UNRWA’s Commissioner-General approved follow-up on the recommendations of 
a feasibility study and transformation plan prepared by the external consulting firm ShoreBank 
International, which sets out a series of modalities for the transformation of the programme into a 
private entity, together with the organisational steps needed to implement this. 

Logically, transformation will enable UNRWA to achieve greater human development outcomes 
by enabling the transformed programme to reach many more Palestine refugee and other poor 
and low-income clients with broader range of financial services than it is able to offer within 
UNRWA. The grant-based structure of UNRWA’s programming significantly inhibits the growth 
and development of programme by prohibiting access to capital instruments that are available 
to other microfinance institutions across the region. As an independent microfinance entity that 
is part of the regular finance system in each region, the transformed programme would have 
access to a wider range and more divergent sources of financing, including loans and equity, 
which would enable it to expand its operations more rapidly than it is able to do within UNRWA. 
Such independence would also enable the programme to offer new microfinance services that 
are proscribed within the UNRWA institutional setting, while also freeing it from the unnecessary 
bureaucratic encumbrance of UN procedures that do not fit easily within a business providing 
specialised financial service products to paying clients.  

During 2011 the programme will continue to prepare the pathway for the transformation of the 
programme so that it can be achieved in the short-term over the next few years. Achieving this 
is contingent on a wide range of factors, including ensuring that all the significant stakeholders 
(government agencies, donors, staff and clients) fully support the transformation objective and 
aims, developing a comprehensive business plan for operations during and after transformation, 
conducting a comprehensive due diligence process, bringing together a suitable set of strategic 
investors from among a number of currently interested parties, developing the internal institutional 
capacity, leadership vision and competencies needed to move the transition process forward. This 
will entail significant, additional demands on the department’s management and staff over the 
coming period, even as they also seek to sustain and improve operational performance in often 
challenging circumstances. In the long run, however, institutional transformation holds the key to 
realising longer-term microfinance ambitions of UNRWA for the programme and its clients across 
the region.
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Give a man a 
fish, he’ll eat for a 
day. Give a woman 
microcredit, she, 
her husband, her 
children and her 
extended family will 
eat for a lifetime.

Bono
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Assets Note 2010 USD 2009 USD

Non-Current Assets

Intangible Assets 6.2 150,000 60,000

Property, Plant and Equipment 6.1 1,002,533 882,469

Loans Receivable, Net 5 2,513,954 1,261,519

3,666,487 2,203,988

Current Assets

Gross Loans Receivable, Net 5 19,355,256 16,860,267

Pledges Receivable 9.3 106,434 270,956

Prepayments and Other Receivables 268,053 183,422

Cash and Cash Equivalents 4 8,543,570 9,289,724

28,273,313 26,604,370

Total Assets 31,939,800 28,808,358

Equity

Retained Earning 14 (4,084,868) (5,228,209)

Fund Held For Training 88,182 121,219

Board Designated Fund/MIS System 20,209 20,209

Temporary Restricted 9.2 441,616 -

Loan Revolving Fund 10 22,981,798 22,862,698

Total Equity  ( Statement-C ) 19,446,937 17,775,917

Non-Current Liabilities: 

Retirement Benefit Obligations 11.1 1,201,875 797,328

Liability  - OFID Pal Fund Trust Fund 8.1 9,875,000 8,875,000

11,076,875 9,672,328

Current Liabilities: 

Payables and Accruals 638,659 658,017

Staff Leave Obligation 11.2 266,092 253,776

Bills Payable to UNRWA 7 511,237 448,318

Total Current Liabilities 1,415,988 1,360,111

Total Liabilities 12,492,863 11,032,440

Total Equity and Liabilities 31,939,800 28,808,358

Statement A -  Statement of Financial Position
    as of 31 December 2010
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Note 2010
USD

2009
USD

Interest and Other Operating Income:

Interest on Loans 5.9.2 7,681,636 6,584,317

Accrued Interest Revenue 128,356 117,818

Interest on bank deposits and other 
revenues 17,510 15,858

Grants Funds for Operations 12 228,907 153,779

Other Income 43,234 88,951

Training Income 78,569 139,069

Total Operating Revenues 8,178,212 7,099,792

Impairment Losses On Loans

   Provision for Impaired Loans (883,500) (834,466)

   Recoveries from Written off Loans 5.9.2 524,703 505,930

Net Impairment Losses on Loans (358,797) (328,535)

Operating Expense:

Salaries and Related Expenses 5.10.3 4,340,894 3,417,494

Audit Fees Expenses 112,750 85,118

Special Service Contracts 294,274 213,354

Other Contractual Expenses 368,081 151,025

Occupancy 13 400,294 325,616

Communication 141,863 147,283

Stationary and Supplies 120,335 109,679

Minor Equipment and Maintenance 120,730 64,088

Travel and Transportation 322,405 267,712

Depreciation 6.1 243,199 240,915

Program Support Costs 37,499 76,907

Training Costs 124,697 94,338

Other Costs 45,055 18,179

Total Operating Expense (6,672,076) (5,211,706)

Operating Income (Loss ) for the Year 1,147,339 1,559,551

Gain (Loss) on Difference of Currency (37,036) (8,599)

Net Year Income (Loss) / Year
(Statement – C) 1,110,303 1,550,952

Statement B -  Statement of Comprehensive Income
    For The Year Ended 31 December 2010

See N
otes to Financial Statem

ents
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Retained 
Earning

USD

Board Designated Fund

Fund Held 
for Training

USD

MIS System
USD

Temporary 
Restricted 

Fund
USD

Revolving
Loan Fund

USD

Total
USD

Net Assets as 
at 1st January 

2009
(6,732,766) 74,824 23,428 - 22,815,665 16,181,151

Operating Profit 
(Loss) for Year 
2009
(Statement – B)

1,504,557 46,395 1,550,952

Additional  Fund 
for the Period (3,219) 47,033 43,814

Releases to 
Revolving Loan 
Fund

(47,033) 47,033 -

Net Assets at 
Beginning of 

Year 2010 
(5,228,209) 121,219 20,209 - 22,862,698 17,775,917

Operating 
Profit ( Loss ) 
for  Year 2010  
(Statement - B)

1,143,340 (33,037) 1,110,303

Additional Fund 
for the Period - 560,716 560,716

Releases to 
Revolving Loan 
Fund

(119,100) 119,100 -

Net assets at 
end of year         

(Statement -A)
(4,084,868) 88,182 20,209 441,616 22,981,798 19,446,937

Statement C- Statement of Equity
    For The Year Ended 31 December 2010

See N
otes to Financial Statem

ents



financialstatements 31 December 2010

58

Note 2010 USD 2009 USD

Cash Flows from Operating Activities:

Contributions Received 560,716 27,386

Interest on Loans and Other Revenues 8,284,821 7,152,499

Loans Issued net of Collections (4,630,928) (3,080,578)

Cash Paid to Employees and Suppliers (5,509,542) (4,820,696)

 Net cash utilized by operating activities 19 (1,294,933) (721,389)

Cash Flows from Investing Activities:

Procurement Intangible Assets  - MIS (90,000) (60,000)

Procurement of Fixed Assets 6.1 (363,263) (157,450)

(453,263) (217,450)

Cash Flows from Financing Activities:

 Liability to  - OFID Pal Fund Trust Fund 8.1 1,000,000 2,000,000

1,000,000 2,000,000

Currency Exchange on Cash and Banks 2,042 1,756

     Net Cash Movement (746,154) 1,062,917

Cash at Beginning of the Year 4 9,289,724 8,226,807

Cash on Hand and Deposits With Banks 
at the end of Year 8,543,570 9,289,724

Restricted Cash and Banks during the 
period 3,246,996 1,826,458

Increase (Decrease) in Cash and Banks 
During the Period (3,993,150) (763,541)

     Net Cash Movement (746,154) 1,062,917

See N
otes to Financial Statem

ents
Statement D - Statement of Cash Flows
    For The Year Ended 31 December 2010
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1. Microfinance and Other 
Activity
A- Microfinance Department

The Microfinance Department (MD) is a 
department of the United Nations Relief and 
Works Agency for Palestine in the Near East 
(UNRWA), which provides inclusive financial 
services for Palestine refugees and others. 
UNRWA was established by United Nations 
General Assembly resolution 302 (IV) of 8 
December 1949 as a separate entity within the 
United Nations System and it began operations 
on 1 May 1950. The mandate of UNRWA has 
been renewed continuously, most recently 
by the General Assembly in its resolution A/
RES/65/98 of 10 December 2010, when it was 
extended until 30 June 2014.

UNRWA’s Commissioner-General reports 
directly to the General Assembly to which 
s/he submits an annual report. A general 
review of UNRWA programmes and activities 
is undertaken several times a year by the 24 
member Advisory Commission, which includes 
representatives of the Agency’s donors and 
host authorities, as well as  three observers who 
are the Palestine Liberation Organisation, the 
League of Arab States and the European Union.

The headquarters of the MD is located in East 
Jerusalem in UNRWA’s West Bank Field Office, 
while its credit operations are located in field 
offices and branch offices throughout the 
region. The principal place of business of the 
department is:

Microfinance Department
UNRWA

Ammunition Hill
Zalman Sharagi Street

P.O. Box 19149
Sheikh Jarrah

East Jerusalem 

Notes to Financial 
Statements

31 December 2010
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The Microfinance Department prepares and 
presents separate annual financial statements 
that are certified by UNRWA’s Director of 
Finance. 

Established as a programme in the occupied 
Palestinian territory in June 1991, UNRWA’s MD 
has promoted small business development, 
created employment, improved the income of 
microenterprises and reduced poverty through 
the establishment of a number of targeted 
credit products aimed at small businesses, 
microenterprises, women, youth, consumers 
and householders. In 2003, the department 
also expanded its microfinance operations into 
Jordan and Syria. 
The department is run on a profitable business 
model and organizes its lending through a 
revolving loan fund that serves the operations 
in all fields. It supports businesses varying in 
size from micro-vendors, employing just one 
or two individuals to small industrial firms and 
aims to satisfy a variety of needs for capital 
funding and working capital financing. It also 
provides non-business financial services to 
working class consumers and poor households. 
As a United Nations agency it is normally 
exempt from taxes.

The department’s credit finances customers 
through seven credit facilities. These are: 
Microenterprise Credit (MEC); Microenterprise 
Credit Plus (MEC+); Solidarity Group Lending 
(SGL); Women’s Household Credit (WHC); Small-
Scale Enterprise (SSE); Consumer Lending 
Product (CLP); and Housing Loan Product (HLP). 

These financial services are retailed through 
a network of 20 branch offices, of which eight 
are located in the West Bank, three in Gaza, 
five in Syria and four in Jordan.  In 2010, two 
new offices were opened in Syria in Aleppo and 
Douma (Damascus) and another was opened 
in Jericho in the West Bank, although it will 
not begin retailing credit until January 2011. 
The branch offices are supported by four field 
offices in West Bank, Gaza, Jordan and Syria.

B- Small Microenterprise Training 
Programme (SMET)

UNRWA’s MD also provides business training in 
Gaza only through its Small and Microenterprise 
Training (SMET) programme that only operates 
in Gaza. The main goal of the training programme 
is to contribute to the economic development 
of the Gaza Strip, through supporting small 
businesses and encouraging entrepreneurship. 
The programme’s outreach grew in 2010. The 
programme has its own separate expenses and 
budget. The programme income is generated 
from trainee’s fees and donor contributions 
as indicated in Statement of Comprehensive 
Income by Services note 16.1.

The training programme aims to provide 
a range of business training courses to the 
business community in Gaza; to promote an 
entrepreneurial spirit with requisite business 
skills; to develop a local training capacity 
through a team of trainers able to deliver 
courses using participatory, non-formal adult-
education training techniques and technologies 
with up-to-date subject matter; to develop a 
business curriculum that is relevant to the state 
of the local microenterprise economy and to 
make training material and resources more 
readily available; to promote co-operation and 
co-ordination among institutions engaged 
in small and microenterprise development, 
through contact groups and workshops; and 
to enable small businesses in the Gaza Strip to 
compete in regional and global markets.

The financial activities of the programme 
comprising training fees charged and direct 
costs of the programme, are presented in its 
separate Statement of Comprehensive Income 
for the year ended 31 December 2010.



61

2. Adoption of New and 
Revised Standards
New and revised standards adopted for 
reporting the annual financial statements were:

IAS (1) (revised) Presentation of Financial 
Statements

Terminological changes were introduced to 
revise titles for the annual financial statements 
since 2009, with changes in the format and 
content of the annual financial statements. This 
included:
îî Renaming the “Balance Sheet” to be called 
“Statements of Financial Position”;
îî Renaming the “Statement of Income” to 
be termed “Statement of Comprehensive 
Income”; and
îî Renaming the “Statement of Net Assets” to 
the “Statement of Equity”.

IFRS (8) (new) Operating Segments

This new disclosure standard requires operating 
segments to be identified on the basis of 
internal reports about components of the 
entity that are regularly reviewed in order to 
allocate resources to the segments and assess 
their performance. This is in contrast to IAS (14) 
on Segment Reporting that required an entity 
to identify two sets of segments (business and 
geographical), which are still included in the 
notes for information purposes. 

IAS (7) (revised) Statement of Cash flows

This requires reclassifying cash and cash 
equivalents into restricted and unrestricted 
balances held with banks with maturities of 
less than three months, which are subject to 
insignificant risk of changes in their fair value. 

IAS (20) (revised) Grants 

Grants are not recognized until there is 
reasonable assurance that the department will 
comply with the conditions attaching to them 

and that the grants will be received. Grants 
whose primary condition is that the department 
should purchase, construct or otherwise 
acquire non-current assets are recognized as 
deferred revenue in the Statement of Financial 
Position and transferred to profit and loss on a 
systematic and rational basis over the useful life 
of the related asset. Other grants are recognized 
as revenue over the period necessary to match 
them with the cost for which they are intended 
to compensate, on a systematic basis. Grants 
that are receivable as compensation for 
expenses or losses already incurred or for the 
purpose of giving immediate financial support 
to the department with future related costs are 
recognized in the profit or loss in the period in 
which they become receivable.

IFRS (7) (revised) Financial Instruments: 
Disclosures 

The amendments expand disclosures required 
in respect to Financial Instruments fair value 
measurement and liquidity risk. For the 
department, Currency Risk is disclosed and 
calculated to: 
îî include a note about monetary assets and 
liabilities denominated in foreign currency;
îî denominate the assets in a foreign 
currency template; and 
îî conduct foreign currency sensitivity 
analysis.

New and revised standards adopted for 
reporting the financial statements in 2010 were:

IAS (17) (revised) Leases

Leases are classified as finance leases whenever 
the terms of the lease transfers substantially 
all the risks and rewards of ownership to 
the lessee. All other leases are classified as 
operating leases. 

IAS (36) (revised) Impairment of Assets 

To ensure that assets are not carried at an 
amount that is greater than their recoverable 
amount.
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3. Summary of 
Significant Accounting 
Policies and Preparation
3.1   Preparation of the Annual 
Financial Statements

The MD prepares its annual financial statements 
in accordance with International Financial 
Reporting Standards (IFRS) using the accrual 
basis of accounting. The MD works in three 
countries where four different currencies are 
legal tender. It uses three functional currencies. 
In Syria, it uses Syrian pounds (SYP), in Jordan, 
it uses Jordanian dinar (JOD), in West Bank, it 
uses Jordanian dinar and, in Gaza, it uses US 
dollars (USD). The presentational currency is 
in US dollars. The presentation of figures in the 
annual financial statements is in numerically 
exact units, with no rounding except for 
decimals. 

3.2 Use of Estimates and 
Judgments

In the preparation of annual financial 
statements and implementation of accounting 
policies, the MD management is required to 
make judgements, estimates and assumptions 
about the carrying amounts of assets and 
liabilities that are not readily apparent from 
other sources. The estimates and associated 
assumptions are based on historical experience 
and other factors that are considered to be 
relevant. Actual results may differ from these 
estimates.
 
The estimates and underlying assumptions 
are reviewed on an ongoing basis. Revisions 
to accounting estimates are recognised in the 
period in which the estimate is revised if the 
revision affects only that period or in the period 
of the revision and future periods if the revision 
affects both current and future periods. The 
estimates and underlying assumptions will be 
reviewed on an ongoing basis.

3.3 Funds of MD and changes 
therein are classified and reported as 
follows:

îî Retained Earnings – Utilization of net 
assets by MD is not subject to donor-
imposed restrictions. It includes earnings 
or losses from operations.
îî Temporary restricted net assets - Net assets 
whose use by MD is limited by donor-
imposed stipulations that either expire 
by passage of time or can be fulfilled and 
released by actions of MD pursuant to 
those donor-imposed stipulations. 
îî Revolving Loan Fund - Restricted 
contributions received for on-lending 
purposes, which were expended in 
loans are included in the Revolving Loan 
Fund once repayments are received and 
restrictions ended.
îî Grants and Donations – Grants are not 
recognised until there is reasonable 
assurance that the MD will comply with 
the conditions attached to them and that 
the grants will be received.
îî Grants whose primary condition is that 
the MD should purchase, construct or 
otherwise acquire non-current assets 
are recognised as deferred revenue in 
the statement of financial position and 
transferred to profit or loss on a systematic 
and rational basis over the useful lives of 
the related assets.
îî Other grants are recognized as revenue 
over the periods necessary to match them 
with the costs for which they are intended 
to compensate, on a systematic basis. 
Grants that are receivable as compensation 
for expenses or losses already incurred, 
or for the purpose of giving immediate 
financial support to the MD with no future 
related costs, are recognized in profit or 
loss in the period in which they become 
receivable.



63

3.4 Loans Receivable and 
Allowance for Loan Losses

3.4.1  Provision for Impairment of Loans 

Each quarter the department assesses whether 
a loan asset or group of loan assets is impaired. 
A group of loan assets is impaired and 
impairment losses are incurred only if there is 
objective evidence of impairment as a result 
of one or more events that occurred (“loss 
event”) after the initial recognition of the asset 
and that loss event (or events) had an impact 
on the estimated future cash flows of the loan 
asset or group of loan assets that can be reliably 
estimated. 

Criteria used to determine that there is objective 
evidence of an impairment loss may include 
indications that the borrower or a group of 
borrowers is experiencing significant financial 
difficulty, default or delinquency in interest or 
principal payments, breach of loan covenants 
or conditions, deterioration in the value of 
collateral, the probability that they will enter 
bankruptcy or other financial reorganization 
and where observable data indicate that there 
is a measurable decrease in the estimated 
future cash flows, such as changes in arrears 
or economic conditions that correlate with 
defaults. 

The department first assesses whether 
impairment exists through determining all 
loans with a principal outstanding balance 
of more than or equal to USD 3,000 in Gaza, 
JOD 2,000 in the West Bank and Jordan and 
SYP 30,000 in Syria that are late by more than 
ninety days within the period. Each of these 
loans is then assessed separately to determine 
if there is objective evidence of impairment 
loss. If there is, then the whole amount of the 
principal loan outstanding balance is impaired. 
The remaining balance of the asset shall be 
reduced through use of an allowance account. 
The amount of the loss shall be recognized in 
the income statement. 

If, in the subsequent period, the amount of 
the estimated impairment loss increases or 
decreases because of an event occurring after 
the impairment was recognized, the previously 
recognized impairment loss is increased or 
reduced by adjusting the allowance account. 

3.4.2 Allowance for Loan Losses 

As the Department moved its accounting 
approach to the full accrual method in 2006, 
management adjusted FTI No. 42 in order that 
the provision for bad debts is based on a new 
“aged portfolio at risk report” (see below) that 
makes the provision for bad debt on the total 
amount outstanding on the loan. Based upon 
empirical experience, historical record and 
market knowledge, it was determined that 
the following general provision is required for 
delinquent and defaulting loans.  

Loan Status Allowance (percent)

Current 1 % General Provision

1 – 30 days overdue 5 % General Provision

31 – 60 days overdue 10 %  General Provi-
sion

61 – 90 days overdue 25 % General Provi-
sion

91 – 120 days overdue 50 % General Provi-
sion

121 – 180 days over-
due

75 % General Provi-
sion

181 – 360 days over-
due

100% General Provi-
sion

Based upon the above percentages, if a loan 
is not serviced, an increasing reserve should 
be provided for. This provision will be shown 
in the income statement for the period. On a 
monthly basis, adjustment is made to reflect 
the changes in the General Provision. After a 
loan is in arrears for 360 or more and has been 
fully provisioned in the general provision and 
accrued interest in suspense, a write-off will 
take place. Write-offs are only an accounting 
entry; they do not mean that the department 
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has relinquished the legal claim to recover 
those loans. Recovery of written-off loans will 
continue to be pursued through the collection 
and compliance section of the Microfinance 
Department.

3.4.3.  Related-Party (“insider”) Loans

The MD provides credit facilities to staff, but 
not to the executive director or advisory board 
members, effective 2007. The conditions and 
interest charged to staff-clients are identical 
to those of other customers. Such loans are 
provided for consumption and housing.

3.4.4.  Accrued Interest on loans

Effective 2006, the interest income on loans 
financed is accounted for on the accrual basis 
in compliance with IAS 18. This is done by 
accruing interest up to 90 days by debiting 
accrual receivables and crediting interest 
revenue. After 90 days, all uncollected accrual 
receivables are transferred to Interest in 
Suspense by debiting the interest revenue and 
crediting interest in suspense. After 360 days all 
bad debts that have past due are written off.

3.4.5   Recoveries 

Any recoveries of previously written off loans 
are taken to the statement of profit and loss in 
the period they are received.  

3.4.6   Cash and Cash Equivalents

Cash and Cash Equivalents comprise cash 
balances on-hand and short-term highly liquid 
investments with maturities of three months or 
less when purchased

3.5     Property Plant and Equipment:

3.5.1 Fixed Assets

Fixed assets are stated at cost net of accumulated 
depreciation. Depreciation is computed on a 
straight-line basis over the estimated useful 
life of the respective assets, based on historical 
experience, management maintained a policy 
for fixed assets as follows:

 Years 
Furniture and Equipment 10
Computers and Printers 3
Vehicles 7
Leasehold Improvements 5

3.5.2 In-kind Donations

No in-kind donations of Property Plant and 
Equipment (PPE) were received during the 
financial year 2010.

3.6     Employee Separation Benefits

3.6.1 Provident Fund

All area staff members of MD participate in 
the UNRWA provident fund (PF) contributory 
scheme. Staffs’ monthly contributions into the 
scheme are set at 7.5 percent of base salary and 
the UNRWA contribution is set at 15 percent. 
Under the PF rules, staff members are allowed 
to make additional voluntary contributions up 
to a maximum of 50 percent of monthly payroll. 
All participants receive the market value return 
on the fund for the period of membership 
in the PF. The PF is administered by the 
Provident Fund Secretariat (PFS) jointly with 
the supervision and guidance provided by two 
committees, the Provident Fund Committee 
and the Investment Advisory Committee.
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3.6.2 Retirement Benefit Obligation

Since 2005, the department has booked 
provisions for “Retirement Benefits Obligations”. 
 
UNRWA staff were in the past categorized as 
“A” and “X” staff:

“A” category: refers to staff contracted 
before the year 1990
“X” category: refers to staff contracted 
after1990 

Effective January 1, 2007 UNRWA’s 
Commissioner-General approved the 
equalization of Termination Indemnity 
between category A and X to ensure parity 
between all area staff members through which 
both categories were entitled to the same 
termination indemnity benefits .

Effective January 1, 2010 UNRWA’s 
Commissioner-General approved an 
amendment to Area Staff Rule 109.2 on 
Retirement Benefits and Early Voluntary 
Retirement through Transmittal Memorandum 
No. 127, which resulted in:

A. An increase in the retirement benefit 
of UNRWA staff from 8.5 percent to 10 
percent of ending salary for each year of 
qualifying service;

B. A decrease in the  Early Voluntary 
Retirement (EVR) age from 50 to 45 years 
of age for staff members with at least 10 
years of qualifying services;

C. A decrease in the number of qualifying 
years of service for EVR at any age from 25 
to 20 years of service; and,

D. Delegation of authority to Field Office 
Directors and the Director of Human 
Resources for certain exceptional 
extensions beyond retirement age.

In order to effect the change in policy in the 
determination of the provision of termination 
indemnity, staff were classified into three 
groups:

 
Group 1:
Less than 10 years of service or less than 46 
years of age; 
Group 2:
More than or equal to 10 years of service 
and aged between 46 and 55; 
Group 3:
Early voluntary Retirement 
 
The indemnity for each group is as follow:
 
Group 1:
If Total Service = 1 --> 1 * Base Salary
If Total Service between 1.01 and 8.99 --> 
(Total Service - 1) * Base Salary
If Total Service >= 9 --> 8 * Base Salary  
    
Group 2:
If Age = 46 --> 8.25 * Base Salary
If Age = 47 --> 8.50 * Base Salary
If Age = 48 --> 8.75 * Base Salary
If Age = 49 --> 9.00 * Base Salary
If Age = 50 --> 9.25 * Base Salary
If Age = 51 --> 9.50 * Base Salary
If Age = 52 --> 9.75 * Base Salary
If Age = 53 --> 10.00 * Base Salary
If Age = 54 --> 10.25 * Base Salary
If Age = 55 --> 10.50 * Base Salary 
   
Group 3:
0.10 * Total Years in Service * Annual Base 
Salary

In order to secure the availability of funds to 
implement the policy, the MD management has 
established a restricted internal cash reserve of 
10 percent of the annual provision requirement 
to manage staff receiving their end of term 
entitlements each year.
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3.6.3 Staff Leave Accruals 

In accordance with UNRWA staff rule 105.1 
concerning annual leave, staff are entitled to 
carry forward up to 10 working days for duty 
stations with a 5-day working week, and 12 
working days for duty stations with a 6-day 
working week for unutilised leave. Accrued 
annual leave may be accumulated and carried 
forward from one calendar year to the next on 
or after the first day of January of the following 
year, to a maximum of 37.5 working days for 
duty stations with 5-day working week, and 
45 working days for duty stations with 6-day 
working week. As all MD staff are working 
five days a week the accrued annual leave 
shall be calculated on the base salary by using 
UNRWA equation to calculate the accrued 
leave on termination which is: base salary /
(4.3333*5)*Number of days due.

3.7    Foreign Currency Transactions:

The books of account are maintained in U.S. 
Dollar. Transactions in other currencies are 
translated to USD at UN exchange rate ruling 
at the date of the transaction. Monetary assets 
and liabilities denominated in other currencies 
at the balance sheet date are translated to 
USD at the exchange rate ruling at that date. 
Exchange differences arising on translation are 
recognized in the statement of comprehensive 
income. All other assets and liabilities are 
presented in USD equivalent at their historical 
values.

3.8    Recognition:

Held-to-maturity assets, originated loans and 
receivables are recognised on the day they are 
transferred to the department.

3.9    De-recognition:

A financial asset is de-recognised when the 
department loses control over the contractual 
rights that comprise the asset. This occurs when 
the rights are realised, expire or are surrendered.  
A financial liability is de-recognised when it is 
extinguished.

Held-to-maturity instruments, originated loans 
and receivables are de-recognised on the day 
they are transferred by the department.

3.10   Measurement:

Financial instruments are measured initially 
at cost. All non-trading financial liabilities, 
originated loans and receivables and held-
to-maturity assets are measured at amortised 
cost less impairment losses. Amortised cost is 
calculated on the effective interest rate method.

3.11   Income and Expense

Income and expenses are recognised in the 
statement of comprehensive income as they 
accrue, taking into account the effective yield 
of the asset.

3.12 Regrouping Accounts 

Two accounts in the statement of 
comprehensive income were regrouped from 
two to four line items to give a more detailed 
breakdown of expenses. The change is reflected 
below as they appeared in 2009 and as they 
appear in 2010:

2009
îî Special Service Contracts
îî Stationary and Supplies

Regrouped in 2010 to four line items:
 
îî Audit Fees Expenses
îî Special Service Contracts
îî Other Contractual Expenses
îî Stationary and supplies
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3.13 Intangible Assets

3.13.1 Research and Development

Expenditure on research activities, undertaken 
with the prospect of gaining new scientific 
or technical knowledge and understanding, 
is recognized in profit or loss as incurred. 
Development activities include a plan or design 
for the production of new or substantially 
improved products and processes. 
Development expenditure is capitalized only 
if the development costs can be measured 
reliably, the product or process is technically 
and commercially feasible, future economic 
benefits are probable, and MD intends to 
and has sufficient resources to complete 
development and to use or sell the asset. The 
expenditure capitalized includes the cost of 
materials, direct labour, overhead costs that are 
directly attributable to preparing the asset for its 
intended use, and capitalized borrowing costs. 
Other development expenditure is recognized 
in profit or loss as incurred: Capitalized 
development expenditure is measured at 
cost, less accumulated amortization and 
accumulated impairment losses.

3.13.2 Lease Payments

Payments made under operating leases are 
recognized as profit or loss on a straight-line 
basis over the term of the lease. Lease incentives 
received are recognized as an integral part of 
the total lease expense, over the term of the 
lease.
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4. Cash and Cash Equivalents
The currency exchange rates at year-end were as:

2010 USD 2009 USD Change %

One Jordanian Dinar 0.708 0.708 0.00 %

One Israeli Shekel 3.63 3.76 -3.50 %

One Syrian Pound 46.01 45.60 1.00 % 

The composition of cash at year-end was:

31 December

2010 USD 2009 USD

Unrestricted Cash 

Banks and Cash in Jordanian Dinar 2,845,842 2,771,760

Banks and Cash in New Israeli Shekel 71,430 66,798

Banks and Cash in US Dollar 1,552,040 4,101,080

Banks and Cash in Syrian Pound 827,263 523,628

Total Unrestricted Cash and Cash
Equivalents 5,296,575 7,463,266

Restricted Cash 

OFID Pal Fund Trust 2,581,931 1,796,458

Palestinian Monetary Authority (PMA) 30,000 30,000

Bank of Jordan in US Dollar for Staff benefits 635,064 -

Total Restricted Cash and Cash
Equivalents 3,246,995 1,826,458

Total Cash 8,543,570 9,289,724

The OFID contract requires that the MD 
maintains the fund in a separate bank account 
to lend microenterprise loans in the West Bank 
and Gaza.

Palestinian Monetary Authority (PMA) in 
accordance with the agreement with the MD 
provides credit bureau services for which the 
MD has to deposit a sum of USD 30,000 in the 
account of the PMA. This is a special deposit 
guarantee to ensure the MD’s commitment 
to adhere to the terms of the agreement. The 
interest rates on this account are paid to the 
MD. 

The MD maintains a US dollar bank account as a 
reserve to meet staff benefits and indemnities.
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Loans receivable include loans outstanding 
from funds disbursed through both an initial 
donor contribution (first time loans) and from 
revolving loan funds. 

Field Functional currency Presentational currency
USD

Gaza  USD 4,992,616 4,992,616
West Bank   JOD 6,009,205 8,487,578
Jordan   JOD  3,476,833 4,910,781
Syria SYP 216,600,068 4,707,674
Total 23,098,649

The composition of loans receivable net of 
allowance for bad debts by maturity as at 31 
December is as follows:

2010 Net Loans - USD 2009 Net Loans - USD

Maturities less than 1 year 19,355,256 16,860,267

Maturities over than 1 year 2,513,954 1,261,519

Total 21,869,210 18,121,787

5.1 Net Loans Receivable is as Follows:

31 December 2010 31 December 2009

    Loans
   USD

Allowance
    USD

NET
   USD

    Loans
   USD

Allowance
    USD

NET
   USD

SSE Loans 71,485 (715) 70,770 82,304 (5,981) 76,323

MEC Loans 11,169,941 (769,815) 10,400,126 11,498,939 (847,837) 10,651,102

MEC+ Loans 1,807,105 (75,434) 1,731,671 1,528,907 (37,305) 1,491,602

SGL Loans 359,966 (21,950) 338,016 266,093 (13,500) 252,593

WHC Loans 1,828,165 (33,784) 1,794,381 585,174 (11,178) 573,996

CLP Loans 4,260,623 (259,904) 4,000,719 3,243,979 (188,675) 3,055,304

HLP Loans 3,601,363 (67,835) 3,533,528 2,047,482 (26,614) 2,020,868

 Total 23,098,649 (1,229,437) 21,869,210 19,252,877 (1,131,090) 18,121,787

Loan receivable outstanding as 31 December 
2010 as per the functional and presentational 
currencies was:

5. Gross Loans Receivable, Net:

Net loans receivable represent the outstanding 
balance as of December 31, 2010 and 2009 
less the calculated provision for un-collectable 

loans as of the same date. Net loans receivable 
is the net realizable value of loans disbursed.
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5.2 Changes in Loan Balances during year 2010 are as follows:

Beginning
USD

Issued
USD

Repaid
USD

Written Off
USD

Total
USD

Gaza

SSE Loans 82,304 51,000 58,903 2,916 71,485

MEC Loans 531,837 1,479,200 1,340,804 28,415 641,819

MEC+ Loans 55,734 418,000 167,290 - 306,444

SGL Loans 266,093 867,800 767,187 6,739 359,966

CLP Loans 431,878 1,513,000 1,195,148 1,021 748,709

HLP Loans 1,670,462 2,752,400 1,555,751 2,919 2,864,192

Sub Total 3,038,308 7,081,400 5,085,083 42,010 4,992,616

West Bank

MEC Loans 4,314,047 8,254,520 8,448,947 124,350 3,995,269

MEC+ Loans 1,339,159 1,378,531 1,598,044 4,860 1,114,787

WHC Loans 40,401 907,627 388,871 - 559,158

CLP Loans 2,094,050 3,983,616 3,940,860 55,613 2,081,193

HLP Loans 377,020 660,169 300,019 - 737,171

Sub Total 8,164,677 15,184,463 14,676,740 184,823 8,487,578

Jordan

MEC Loans 4,451,372 7,545,056 7,919,436 471,047 3,605,946

MEC+ Loans 134,013 499,011 247,151 - 385,874

WHC Loans - 114,407 33,315 - 81,092

CLP Loans 404,645 1,504,237 1,053,613 17,400 837,870

Sub Total 4,990,030 9,662,712 9,253,514 488,447 4,910,781

Syria

MEC Loans 2,201,683 6,560,606 5,774,391 60,991 2,926,907

WHC Loans 544,772 2,660,606 2,013,177 4,286 1,187,916

CLP Loans 313,407 1,102,165 818,120 4,599 592,851

Sub Total 3,059,862 10,323,377 8,605,688 69,876 4,707,674

Grand Total 19,252,877 42,251,952 37,621,024 785,155 23,098,649

5.3 Percentage of Loans Receivable by Area:

31 December 2010 31 December 2009

     USD            %     USD          %

Gaza 4,992,616 22 % 3,038,308 16 %

West Bank 8,487,578 37 % 8,164,677 42 %

Jordan 4,910,781 21 % 4,990,030 26 %

Syria 4,707,674 20 % 3,059,862 16 %

23,098,649 100 % 19,252,877 100 %
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5.4 Percentage of Loans Receivable by Type:

31 December 2010 31 December 2009

       USD            %        USD             %

SSE Loans 71,485 0.3 % 82,304 0.4 %

MEC Loans 11,169,942 48.4 % 11,498,939 59.6 %

MEC+ Loans 1,807,105 7.8 % 1,528,907 8.0 %

SGL Loans 359,966 1.5 % 266,093 1.0 %

WHC Loans 1,828,165 8.0 % 585,174 3.0 %

CLP Loans 4,260,623 18.5 % 3,243,979 17.0 %

HLP Loans 3,601,363 15.5 % 2,047,482 11.0 %

23,098,649 100 % 19,252,877 100 % 

5.5 Changes in the General Loan losses Reserve during year 2010 are as 
follows:

Beginning
   USD

Additions
( Releases )

     USD

Total
     USD

Gaza

SSE Loans 5,981 (5,266) 715

MEC Loans 35,612 15,831 51,443

MEC + Loans 557 2,507 3,064

SGL Loans 13,500 8,450 21,950

CLP Loans 7,626 3,096 10,723

HLP Loans 21,787 26,680 48,467

Sub Total 85,063 51,298 136,362

West Bank

MEC Loans 268,243 19,043 287,285

MEC+ Loans 33,941 28,731 62,672

WHC Loans 404 7,542 7,946

CLP Loans 151,598 6,923 158,521

HLP Loans 4,828 14,540 19,368

Sub Total 459,013 76,778 535,792

Jordan

MEC Loans 444,189 (82,835) 361,355

MEC+ Loans 2,807 6,891 9,698

WHC Loans - 811 811

CLP Loans 20,008 57,343 77,350

Sub Total 467,004 (17,791) 449,213

Syria

MEC Loans 99,794 (30,061) 69,733

WHC Loans 10,774 14,253 25,027

CLP Loans 9,442 3,868 13,310

Sub Total 120,010 (11,940) 108,070

Grand Total 1,131,090 98,346 1,229,437
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5.6 Percentage of Written Off Loans

31 December 2010 31 December 2009

       USD            %        USD             %

SSE Loans 2,916 - 52,423 13 %

MEC Loans 684,802 87  % 304,767 78 %

MEC+ Loans 4,860 1  % - -

SGL Loans 6,739 1  % 7,601 2 %

WHC Loans 4,286 1  % 274          -

CLP Loans 78,633 10  % 27,669 7 %

HLP Loans 2,919 - -

785,155 100  % 392,734 100 %

5.7 Gross Loans Receivable, as at 31 December 2010, Distributed by Sector 
are as follows:

Agriculture
        USD

Commerce
     USD

Industry
     USD

Service
     USD

Consumer
    USD

Housing
    USD

Total
   USDGaza

SSE - 14,440 24,152 32,893 - - 71,485

MEC 46,767 352,884 26,542 215,626 - - 641,819

MEC+ 4,432 216,106 11,959 73,948 - - 306,445

SGL 93,557 184,474 48,319 33,617 - - 359,966

HLP - - - - - 2,864,193 2,864,193

CLP - - - - 748,707 - 748,708

Sub Total 144,756 767,904 110,972 356,084 748,707 2,864,193 4,992,616

West Bank

MEC 329,750 1,375,183 432,870 1,857,466 - - 3,995,269

MEC+ 9,998 511,949 153,133 439,707 - - 1,114,787

WHC 111,876 77,301 119,218 23,700 227,063 - 559,158

CLP - - - - 2,081,193 - 2,081,193

HLP - - - - - 737,170 737,170

Sub Total 451,624 1,964,433 705,221 2,320,874 2,308,256 737,170 8,487,578

Jordan

MEC 1,911 1,643,422 393,473 1,567,140 - - 3,605,946

MEC+ - 256,465 36,236 93,173 - - 385,874

WHC 102 57,919 15,410 4,633 3,028 - 81,092

CLP - - - - 837,869 - 837,869

Sub Total 2,013 1,957,807 445,119 1,664,945 840,897 - 4,910,781

Syria

MEC 1,043 1,314,629 425,755 1,185,480 - - 2,926,907

WHC 557 104,855 93,395 34,316 954,792 - 1,187,916

CLP - - - - 592,851 - 592,851

Sub Total 1,600 1,419,484 519,151 1,219,796 1,547,643 - 4,707,674

Grand Total 599,992 6,108,922 1,780,463 5,561,699 5,470,325 3,577,248 23,098,649
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5.8 Percentage of Loans Receivables Distributed by Sector is as follows:

31 December 2010 31 December 2009
          USD                %            USD                %

Agriculture 599,992 3 % 386,313 2 %

Commerce 6,108,922 26 % 5,886,801 30 %

Industry 1,780,463 8 % 1,688,498 9 %

Service 5,561,699 24 % 5,627,783 29 %

Consumer 5,470,325 24 % 3,616,000 19 %

Housing 3,577,248 15 % 2,047,482 11 %

Total 23,098,649 100 % 19,252,877 100 %

*CLP and HLP loans are disbursed to individuals for household improvements and development and are not distributed 
among any enterprise sector.

5.9.1 Gross Loans Receivable, as at 31 December 2010 distributed by 
Geographical Area are as follows: 

SSE
    USD

MEC
     USD

MEC+
  USD

WHC
USD

SGL
USD

CLP
     USD

HLP
     USD

Total
      USDGaza

Gaza Area 69,821 251,290 145,714 - 133,164 360,494 1,501,803 2,462,286

Middle Area - 133,515 29,794 - 89,925 199,236 731,280 1,183,750

 Southern
Area 1,664 257,014 130,937 - 136,877 188,978 631,110 1,346,580

Total Gaza 71,485 641,819 306,445 - 359,966 748,708 2,864,193 4,992,616

West Bank

Nablus - 729,200 289,882 176,661 - 393,452 156,575 1,745,770

Tulkarm - 484,723 31,073 121,387 - 178,647 68,733 884,564

Jenin - 627,611 2,740 50,166 - 206,502 8,999 896,017

Qalqilia - 162,466 56,595 62,520 - 128,936 35,259 445,777

Ramallah - 631,230 402,109 - - 311,212 28,989 1,373,540

Bethlehem - 726,234 204,094 42,422 - 452,055 261,812 1,686,617

Hebron - 633,804 128,293 106,003 - 410,389 176,805 1,455,294

Total W.B - 3,995,269 1,114,787 559,158 - 2,081,193 737,170 8,487,578

Jordan

Wehdat - 1,025,093 125,881 - - 150,452 - 1,301,427

Al-Balad - 1,056,376 87,462 - - 266,497 - 1,410,335

Bayader - 774,722 156,994 - - 318,326 - 1,250,042

Al-Zarqa - 749,754 15,537 81,092 - 102,594 - 948,977

Total Jordan - 3,605,946 385,874 81,092 - 837,869 - 4,910,781

Syria

Yarmouk - 920,214 - 378,054 - 146,058 - 1,444,326

Al-Ameen - 1,273,819 - 396,943 - 265,098 - 1,935,860

Saida Zeynab - 421,732 - 358,346 - 112,749 - 892,826

Douma - 142,204 - 12,774 - 68,946 - 223,924

Aleppo - 168,938 - 41,800 - - - 210,738

 Total Syria - 2,926,907 - 1,187,916 - 592,851 - 4,707,674

Grand Total 71,485 11,169,942 1,807,106 1,828,166 359,966 4,260,621 3,601,363 23,098,649
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5.9.2 MD internal reports, decisions, and performance assessments include 
interest income and recovery income from different loan products based on 
geographical segments as follows:  

SSE
    USD

MEC
     USD

MEC+
  USD

WHC
USD

SGL
USD

CLP
     USD

HLP
     USD

Total
      USD Ratio

Interest on Loans

Gaza 14,077 244,208 48,970 - 133,591 260,289 361,773 1,062,908 13.80 %

West Bank - 1,517,862 497,192 101,759 - 1,011,145 97,845 3,225,803 42.00 %

Jordan - 1,454,720 97,664 9,822 - 262,309 - 1,824,515 23.75 %

 Syria - 993,088 - 398,631 - 176,691 - 1,568,410 20.45 %

Total 14,077 4,209,878 643,826 510,212 133,591 1,710,434 459,618 7,681,635 100 %

 Product
Ratio 0.20 % 54.80 % 8.38 % 6.64 % 1.73 % 22.26 % 5.99 %

Recoveries from Written loans

 Gaza 46,342 48,723 - - 35,379 - 12,369 142,813 27.21 %

West Bank 12,030 219,378 - 5 - 31,155 - 262,568 50.04 %

Jordan - 96,341 - - - 445 - 96,786 18.44 %

Syria - 21,708 - 613 - 215 - 22,536 4.31 %

 Total 58,373 386,150 - 618 35,379 31,815 12,369 524,704

 Product
Ratio 11.12 % 73.59 % - 0.11 % 6.74 % 6.06 % 2.38 %

5.10.1 Related Parties: with 362 staff, during 2010 some 28 loans were lent to the MD staff 
in Gaza, West Bank, Jordan and Syria in the form of consumer loans with a value of USD 47,927.00 
the outstanding balance of these loans at the end of the year was:

2010 USD 2009 USD

Loans Disbursed 47,927 16,600

Repayments (16,729) (5,698)

End Of Year Outstanding Balance 31,198 10,902

5.10.2 Key Management Staff: The MD paid salaries and related benefits to seven of its key 
senior management staff during 2009 and 2010 as follows:

2010 USD 2009 USD

Amount paid during the year 487,277 373,057

5.10.3 Salaries and Related Expenses
2010 USD 2009 USD

Salaries and Wages 3,320,602 2,880,627

Provident Fund Contribution 346,056 300,168

Increase in liability for staff Leave 12,316 52,454

Death benefits and Leave Paid 32,029 -

Increase in staff retirement benefit obligation 404,547 82,947

Exchange difference arising from personnel expense 225,344 101,298

Total Salaries and Related Expenses 4,340,894 3,417,494
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5.11 MD’s loan collateral: is determined according to the loan product, loan size and the 
legal requirements in each area of operations.

Product Min-Max loan amount Collateral

Gaza

SGL USD 200 - 4,000 Loan contract plus notarial deed

CLP 3 times monthly salary Loan contract plus post-dated cheques

HLP USD 2,500 -15,000 Guarantor (UNRWA employee) plus loan contract plus post-dated 
cheques

MEC USD 400 - 8,000 loan contract plus post-dated cheques

MEC+ USD 5,000 - 21,000 Loan contract plus post-dated cheques (non-blank cheques) for value 
of loan and date or blank cheques, plus  guarantor(UNRWA Staff)

SSE USD 3,000 - 70,000 Guarantor (UNRWA employee) plus loan contract plus post-dated 
cheques

West Bank

MEC JOD 200 - 8,000
Loan contract plus post-dated cheques (non-blank cheques) for value 
of loan and date or blank cheques, plus promissory note, plus social 
guarantor

CLP 3 times monthly salary
Loan contract plus post-dated cheques (non-blank cheques ) for value 
of loan and date or blank cheques, plus promissory note, plus social 
guarantor

MEC+ JOD 6,100 – 15,000
Loan contract plus post-dated cheques (non-blank cheques )for value 
of loan and date or blank cheques, plus promissory note, plus social 
guarantor

HLP JOD 4,000 - 12,000
Loan contract plus post-dated cheques (non-blank cheques ) for value 
of loan and date or blank cheques, plus promissory note, plus social 
guarantor

WHC JOD 200 – 1,500 Loan Contract plus promissory note plus social guarantor.

Jordan

MEC JOD 200 - 6,000 Loan contract plus post-dated cheques (non-blank cheques) for value 
of loan and date or blank cheques.

CLP 3 times monthly salary Loan contract plus post-dated cheques (non-blank cheques) for value 
of loan and date or blank cheques.

MEC+ JOD 6,100 - 15,000 Loan contract plus post-dated cheques (non-blank cheques) for value 
of loan and date or blank cheques plus notarial deed for new clients.

WHC JOD 200-1500
Loan contract plus post dated cheques (non blank cheques) for value 
of loan and date, plus promissory note signed by the client and the 
guarantor.

Syria

WHC SYP 10,000 - 150,000 Loan contract plus notarial deed. Post-dated cheques for loans above  
SYP 100,000 

CLP SYP 10,000 - 150,000 Loan contract plus notarial deed. Post-dated cheques for loans above  
SYP 100,000

MEC SYP10,000 - 300,000 Loan contract plus notarial deed. Post-dated cheques for loans above 
SYP 100,000
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6.1 Composition for 2010

Furniture
 And

Equipment
      USD

Computers
And Hardware

        USD

Vehicles
     USD

Leasehold
Improvements

       USD

Total
        USD

Cost :

Balance Jan. 1 592,628 375,909 551,636 354,688 1,874,861

Additions 100,088 79,808 83,613 99,755 363,263

Disposals - - - - -

Balance Dec. 31 692,716 455,717 635,249 454,443 2,238,124

Accumulated Depreciation

Balance Jan. 1 223,812 300,037 241,454 227,088 992,391

    Depreciation 53,650 55,646 83,506 50,397 243,199

    Disposals - - - - -

Balance Dec. 31 277,462 355,683 324,960 277,485 1,235,590

Net Book Value 415,254 100,033 310,289 176,958 1,002,533

Composition for year 2009:
   

Furniture
 And

Equipment
      USD

Computers
And Hardware

        USD

Vehicles
     USD

Leasehold
Improvements

       USD

Total
        USD

Cost :

Balance Jan. 1 518,755 371,738 542,017 327,812 1,760,322

Additions 73,873 47,082 9,619 26,876 157,450

Disposals - (42,911) - - (42,911)

Balance Dec. 31 592,628 375,909 551,636 354,688 1,874,861

Accumulated Depreciation

Balance Jan. 1 173,553 282,762 166,723 170,740 793,778

Depreciation 50,259 60,186 74,731 56,348 241,524

Disposals - (42,911) - - (42,911)

Balance Dec. 31 223,812 300,037 241,454 227,088 992,391

Net Book Value 368,816 75,872 310,182 127,600 882,469

6. Property, Plant and Equipment



77

6.2 Intangible Assets
  
The MD contracted Infrasoft Technologies FZ 
LLC to develop, supply, configure, customise, 
enhance and install the InfrasoctTech 
web-based centralised software system 
(OMNIEnterprise Loan Management System) 
for an amount of USD 600,000. To-date the 

department incurred an amount of USD 
150,000 on the development of the software. 
Development costs are capitalized as intangible 
asset as costs are incurred. Amortization will 
begin when development of the software is 
complete and utilised.

Computer Software 2010 USD 2009 USD

Balance 1 January 60,000 0

Additions 90,000 60,000

Balance 31 December 150,000 60,0000

7. Bills Payable to UNRWA:
Represents expenses paid by UNRWA on behalf 
of the MD in respect of the operating expenses 
incurred by MD, which are billed on a monthly 
basis. Beginning in November 2009 the MD 
began to directly settle its accounts payable 
through the MD bank accounts. This includes all 

expenses except staff salaries and procurement 
which continues to be paid by UNRWA field 
offices and charged to the MD on a monthly 
basis. Also excluded are donations which are 
also settled by UNRWA and not the MD.

2010 USD 2009 USD

Expenses Paid on Behalf of MD 511,237 448,318

Total amount due to UNRWA 511,237 448,318



financialstatements 31 December 2010

78

8.1 OFID Liability

On June 15, 2004, UNRWA signed an 
“Administration Agreement” with the OPEC 
Fund for International Development (OFID) to 
administer the PalFund Trust Fund. Funds were 
provided to UNRWA, as an administrator, in the 
sum of USD 2,500,000 to be used exclusively 
for the promotion of microenterprise through 
loans for the Palestinians in the occupied 
Palestinian territory. The PalFund Trust Fund 
is held in a non-interest bearing current bank 
account according to the conditions of the 
agreement.

In consideration of the Administrator performing 
the services, the agreement specified that the 
Administrator may deduct programme support 
costs of up to 5 percent from the original fund 
only. The Administrator may also charge such 
reasonable fees or other charges under the 
client loan agreements to cover such costs to 
the Administrator as directly and reasonably 
incurred in connection with the conclusion of 
borrower loan agreements. UNRWA transferred 
responsibility for the administration of the trust 
fund activities to the MD.

By December 31, 2004, MD received the first 
instalment in the amount of USD 500,000 was 
received by UNRWA.  Programme support costs 
of USD 25,000 were deducted by UNRWA and 
the balance of USD 475,000 financed loans 
through the MD.

In 2005, UNRWA received a second instalment 
of USD 2,000,000. An amount of USD 500,000 
was received by the department in Gaza, and 
another USD 1,500,000 was received by the 
department in the West Bank. An amount 

of USD 100,000 was collected by UNRWA as 
Programme Support Cost (PSC) calculated at 
5 percent of the amount received. The balance 
of USD 1,900,000 represents the net liability to 
UNRWA under the second instalment bringing 
the total accumulated liability to USD 2,375,000 
as of 31 December 2007.

During 2007 a letter of agreement was signed 
with OFID, which increased the PalFund Trust 
Fund by a further sum of USD 4,500,000, with 
no PSC deducted from this amount. It was 
agreed with OFID that the funds will be paid in 
two separate instalments of USD 2,000,000 and 
USD 2,500,000, upon submission and approval 
of a list of proposed PalFund Projects submitted 
by MD to OFID. No proposed PalFund Projects 
were submitted to OFID during year 2007, 
although the MD submitted the list in February 
for projects that were financed in the last 
quarter of 2007.

During 2008 the department have received 
a further USD 4,500,000, which increased the 
total liability to USD 6,875,000 as the end of 
2008.

In 2009 UNRWA signed a new letter of 
agreement with OFID for a further pledge of 
USD 3,000,000 to the PalFund trust Fund. By the 
end of 2009 the department has received USD 
2,000,000, raising the total liability to OFID to 
USD $8,875,000 as end of 2009, with a pledge 
of USD 1,000,000 outstanding. 

In 2010 the MD has received the last 
outstanding pledge of USD 1,000,000, raising 
the total liability to OFID to USD 9,875,000 as 
the end of 2010.

A summary of amount received from OFID is as follows: 

2010 USD 2009 USD
OFID Liability balance as of 1 January 8,875,000 6,875,000

Fund Received During the Year 1,000,000 2,000,000

OFID Liability Balance as of 31 December 9,875,000 8,875,000

8. OFID PalFund Trust 
Fund
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8.2 OFID Gross Loan Receivable, net

The position of OFID Gross Loans Receivable in 
the market, Net of the allowances at end year 
was as the following:

2010 USD 2009 USD
Gross Loan Receivable 6,878,532 6,474,750

Allowance 31/12/2010 (432,433) (323,528)

OFID Gross Loans Receivable, Net 6,446,099 6,151,222

9. Grants and Donations

9.1 Grand Duchy of Luxembourg 
     

During 2008 an agreement was signed between 
UNRWA and the Grand Duchy of Luxembourg 
for a project for “Microfinance Development 
and Capacity Building: Supporting Economic 

Recovery and Rehabilitation through 
Microenterprise and Consumer Lending”. The 
MD was funded to undertake the following 
activities: 

USD

Fund Agreement 1,479,290
Less: UNRWA (HQ) - P.S.C (96,777)
Net For the Following Use: 1,382,513
a. Loan Capital 1,029,258
- Spent in Gaza (213,800 )
- Spent in West Bank (815,458)
Fund Balance 31/12/2009 0
b. Establishment of Qalqilya Branch 257,396
- Spent for Running Cost and Fixed Assets (2008-2009) (235,424)
Fund Balance 31/12/2009 21,972
- Spent during 2010 (21,972)
Fund Balance 31/12/2010 0
c. Procurement of Saving Module 35,503
-Spent during 2008 and 2009 35,503
Fund Balance 31/12/2009 0
d. Business Plan 30,178
-Spent during 2008 and 2009 30,178
Fund Balance 31/12/2009 0
e. Impact assessment Study 30,178
-Spent during 2008 and 2009 (30,178)
Fund Balance 31/12/2009 0
Pledges Receivable 31/12/2010 0
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In 2009, additional financing of USD 365,973 was 
received from the Grand Duchy of Luxemburg 
to support the SMET programme in Gaza and 

capacity-building activities. These included the 
following activities:

USD

a. Gaza SMET 101,423

- Transferred from West Bank 15,695

- Spent during 2009 (97,039)

Gaza Fund Balance 31/12/2009 20,079

- Gaza spent during 2010 (20,079)

b. MD Studies 

-Transformation Plan and Feasibility Study 132,275

- Product Development 52,910

- Social Performance Management 79,365

- Spent during 2009 (19,950)

- Transferred to Gaza (15,695)

West Bank Fund Balance 31/12/2009 228,905

- Spent During 2010 (228,905)

Total Pledges Receivable 31/12/2010 0

9.2 Gaddafi International Charity and 
Development Foundation

In 2010 an agreement was signed between 
UNRWA and the Gaddafi International Charity 
and Development Foundation (GICDF). Through 
this agreement, GICDF undertook to make 
available to UNRWA a financial contribution 
in the amount of USD 600,000 of which MD 
received USD 560,716 net, after UNRWA (HQ) 

deducted its P.S.C. This represents an allocation 
to support a project for “Sustainable Rural 
Livelihoods through Microfinance” for a 12 
month period following the receipt of the 
contribution by UNRWA. The position of the 
fund at 31/12/2010 was:

USD

Fund Agreement  600,000

Less: UNRWA (HQ ) P.S.C (39,284)

Net fund for loan disbursement: 560,716

Loan Disbursement ( Gaza ) 2010 (119,100)

Net fund balance (Gaza ) 31/12/2010 441,616
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9.3 United Nations Trust Fund for 
Human Security

During 2010, an agreement was signed between 
UNRWA and United Nations Trust Fund for 
Human Security under reference number 
FAO-ME-09-076, the fund of USD 197,436 will 
finance the establishment and running costs 

for one year of a new branch office in Jericho 
to provide support to extend the outreach of 
the department to this agricultural region. The 
position of the fund as at 31/12/2010:

USD

Fund Agreement  197,436

Less: UNRWA (HQ) P.S.C. (12,916)

Net fund for Jericho branch expenses: 184,520

Jericho Branch establishment expenses used during 2010 (78,086

Net fund balance 31/12/2010 106,434
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Restricted contributions received for on-lending 
purposes are transferred to the Revolving Loan 
Fund upon repayment of the original loan.

10. Revolving Loan Fund:

Composition of this fund by funding source as 
at December 31, 2010 is as follows:

 
Gaza USD West Bank   USD Syria USD 2010 USD 2009 USD

Australia 619,272 - - 619,272 619,272

Canada 200,370 170,220 - 370,590 370,590

Germany 1,682,252 1,276,323 - 2,958,575 2,958,575

Italy 725,750 218,500 - 944,250 944,250

Japan 357,142 223,199 - 580,341 580,341

New Zealand 122,822 - - 122,822 122,822

Norway 2,794,013 340,968 - 3,134,981 3,134,981

UNRWA 80,000 - - 80,000 80,000

AGFUND 131,400 - 53,571 184,971 184,971

CIDA 943,350 - - 943,350 943,350

Netherlands 2,626,458 1,676,694 - 4,303,153 4,303,153

USAID 4,237,197 - - 4,237,197 4,237,197

AAAID 1,207,391 1,150,848 - 2,358,239 2,358,239

SMART - 949,011 - 949,011 949,011

Luxemburg 213,800 862,147 1,075,947 1,075,947

GICDF 119,100 - 119,100 -
Grand Total 16,060,317 6,867,910 53,571 22,981,798 22,862,698

11. Staff Retirement 
Benefit Obligation:

            2010             2009

11.1 Retirement Benefits 1,201,875 797,328

11.2 Staff Leave Accruals 266,092 253,776

The MD accrues unused accumulated staff 
leave up to 37.5 working days as determined 
by UNRWA staff rule 105.1.
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12. Grant Funds for 
Operations
The total expenditure on grant funds for 
operating expenses for the years 2009 and 
2010 are as follows:

Donor 2010 USD 2009 USD
Duchy of Luxemburg 228,907 153,779

Total 228,907 153,779

13. Operating Leases
Minimum Lease Payments 2010 USD 2009 USD
Not later than one year 327,980 241,460
Later than one year and not later than five years 608,872 321,253
Later than five years 172,825 81,549

Total minimum Lease Payments 1,109,677 644,262

14. Correction of Prior Year 
Errors
An amount of USD 60,000 for the development 
of a new LMIS, as per note 6.2, was erroneously 
expensed in 2009 instead of being capitalized as 
part of the development cost of the intangible 
asset. This error resulted in the operating profit 
for 2009 being understated by USD 60,000 
and the retained loss being overstated by the 
same amount. The effect of the error has been 
corrected retrospectively.

15. Reclassification 
Adjustment
An obligation to the OFID PalFund Trust 
Fund with a balance of USD 8,875,000 at 31 
December 2009 and USD 9,875,000 at 31 
December 2010 with undetermined repayment 
terms was previously categorized as current 
liability instead of non-current liability. In 
addition, Staff Leave Accruals were previously 
included in Retirement Benefit Obligation as a 
non-current liability instead of current liability. 
Both have been properly adjusted.

16. Geographical 
Segments
MD operates out of four principal field offices 
located in the West Bank, Gaza, Jordan, and 
Syria. In presenting information on the basis 
of geographical segments, segment revenue 
is based on the geographical location of 
borrowers. Segment assets are based on the 
geographical location of assets.
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16.1 Statement of Comprehensive Income by Services:

Financial 
Services

Financial 
Services

Training 
Services

Training 
Services 

2010 USD 2009 USD 2010 USD 2009 USD

Interest and Other Operating Income :

Interest on Loans 7,681,636 6,584,317

Accrued Interest Revenue 128,356 117,818

Interest on bank deposits and other revenues 17,510 15,858

Grants Funds for Operations 228,907 153,779

Other Income 43,234 88,951

Training Income - 78,569 139,069

Total Operating Revenues 8,099,643 6,960,723 78,569 139,069

Impairment Losses On Loans

   Provision for Impaired Loans (883,500) (834,466)

   Recoveries from Written Loans 524,703 505,930

Net Impairment Losses on Loans (358,797) (328,535)

Operating Expense 

Salaries and Related Expenses 4,280,106 3,371,591 60,788 45,903

Audit Fees Expenses 112,750 85,118

Special Service Contracts 263,870 184,515 30,404 28,839

Other Contractual Expenses 368,081 151,025

Occupancy 400,294 325,616

Communication 140,063 146,385 1,800 898

Stationary and Supplies 117,327 102,424 3,008 7,255

Minor Equipment and Maintenance 120,245 64,088 485

Travel and Transportation 322,405 267,712

Depreciation 243,199 240,915

Program Support Costs 37,499 76,907

Training Costs 109,576 84,559 15,121 9,778

Other Costs 45,055 18,179

Total Operating Expense (6,560,470) (5,119,033) (111,606) (92,674)

Operating Income (Loss )for the Year 1,180,376 1,513,155 (33,037) 46,396

Gain (Loss) on Difference of Currency (37,036) (8,599)

Net Year Income (Loss) / Year  1,143,340 1,504,557 (33,037) 46,396
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Risk management framework

The inherent risks in the department’s 
microfinance activities are managed, 
measured and monitored continuously by 
different offices to ensure that risks are within 
authorised limits and benchmarks, with risk 
responsibilities distributed among employees 
linked to their functions in the spheres of 
credit, operations, marketing and liquidity. 
The department’s key management team is 
responsible for identifying and ensuring that 
risks are controlled. Failure to contain these 
risks will affect the department’s reputation, 
revenues and sustainability. As the department 
has no corporate board of directors, ultimate 
responsibility for effective management of 
risks rests with the Director of the Microfinance 
Department.

In the past, the risk management focus of 
the department have been diverse and 
reported on separately based on functional 
responsibilities. But as the programme has 
grown significantly in scope and scale over the 
past three years, in 2010, a decision was made 
to establish a specialised risk management unit 
in the department. A new senior management 
post of Senior Risk Manager was established 
to bring central focus to the risk management 
process by developing risk strategies with 
principles, frames and limits, which will be 
measured, monitored, controlled and reported 
systematically to ensure emerging and key 
risks are identified early so that threats can 
be contained through corrective action by 
management.

Complimentary to the establishment of the risk 
management unit has been the strengthening 
of the department’s internal audit or 
verification function. In 2010, the headquarter 

17. Risk Management:

Verification Officer post was upgraded to Senior 
Verification Officer, with four new Verification 
Officer posts established in each field, who 
report directly to the Senior Verification Officer. 
This will provide more intensive, more frequent 
and wider coverage of potential risks in each 
field stemming from non-compliance with 
procedures, limits, collaterals and guarantees.   

Credit Risk and Concentration of Assets 

Credit risk is the risk that counterparty will not 
settle their obligations in accordance with the 
agreed terms. The department works on credit 
risk management by:

îî Establishing ceilings on amounts of direct 
credit for each product linked to the cash 
flow of each client (see note 5.11);
îî Providing a range of products to different 
sectors and segments to spread credit 
and reduce concentration (see notes 5.1, 
5.2, 5.3, 5.4, 5.5, 5.6, 5.7, 5.8, 5.9.1, 5.92, 
16.1,16.2 and 16.3);  
îî Formulating credit policies by product 
covering collateral requirements, credit 
compliance with regulatory requirements 
in each jurisdiction;
îî Establishing the authorization structure 
for the approval and renewal of credit 
facilities;
îî Reviewing and assessing credit risk in 
excess of designated limits prior to facilities 
being committed to customers. Renewals 
of facilities are subject to the same process;
îî Developing and maintaining risk grading 
system in order to categorize exposure 
according when impairment provisions are 
required against specific credit exposures;
îî Provide guidance and training to improve 
skills of staff to promote best practices in 
the management of credit risk
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Country Risk

Country risk is the threat that client is unable to 
meet their contractual obligations as a result of 
adverse economic conditions or actions taken 
by government in the relevant country. The 
department faced significant country risk in 
Gaza following the Israeli withdrawal from the 
Gaza Strip in September 2005, the subsequent 
Hamas electoral victory and subsequent 
military coup in 2006, which was followed by 
the Israeli blockade of Gaza which has now 
been ongoing for over three years. The initial 
result of this political crisis was that thousands 
of businesses closed as they were unable to 
trade or secure raw materials. 

During this period, the department had to 
write off 5,412 loans valued at USD 1.93 million, 
which it has been recovering very slowly as 
most of these former businesses owners are 
unemployed and living in poverty, with most of 
them dependent upon humanitarian assistance 
and make work programmes to meet the basic 
needs of their families. Since that period, the 
annual outreach of the programme has fallen 
from almost 13,000 to 3,600 loans each year.

Despite this decline, the credit operations are 
now stable, with the second lowest portfolio-
at-risk of any field operation at three percent. 
Despite this, the programme in Gaza is not 
able to cover its costs (currently 93 percent) 
due to its limited portfolio. The major obstacle 
preventing it fully covering its costs and 
growing the portfolio is the present policy of 
UNRWA not to work with the legal system in 
Gaza, in compliance with the international 
boycott of Hamas. If this ruling was lifted, 
then the programme would be able to offer 
thousands of additional legally sanctioned 
loans that would significantly improve the cost 
recovery of the programme.  

Operational and Other Risks

Operational risk is a threat resulting from direct 
and indirect losses arising from a particular 
failure of systems or mistakes made by 
employees. The department reduces these risks 
as much as possible within the framework of 
its policies, procedures, manuals and controls, 
which it uses to assess, monitor and manage 
these risks. This also requires establishing 
effective segregation of duties, authorities 
and compliance procedures. This is supported 
by increasing employees’ awareness and 
understanding of such risks and by invoking 
appropriate disciplinary procedures for harmful 
breaches of policy and procedure. 

Other risks include reputational risk, which 
relates to the reputation of the department 
and UNRWA. This is managed through 
analysis of issues and behaviours that relate 
to department’s reputation. This requires the 
appropriate client service orientation by staff, 
transparency in lending and appropriate and 
professional loan collection practices and 
behaviours. 

Currency Risk

Currency risk is the danger that an unfavourable 
change in the value of currency will result in an 
unpredictable decrease in earning, cash flow 
or value. Currency risk is a significant factor in 
the MD operations as the department lends 
in different currencies in each field, with the 
United States Dollar (USD) used in Gaza, the 
Jordanian Dinar (JOD) used in Jordan and the 
West Bank and the Syrian Pounds (SYP) used in 
Syria. Exchange rate losses/gains are reported 
in the annual financial statement and MD 
management attempts to mitigate potential 
losses by maintaining cash that is not required 
for operations in USD, and maintaining JOD 
and SYP required for loan financing with a low 
threshold in banks. 
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The carrying amount of the department’s 
foreign currency denominated monetary 
assets and monetary liabilities at the end of the 
reporting period are as follows:

Liabilities Assets
2010 USD 2009 USD 2010 USD 2009 USD

Jordanian Dinar 663,768 549,476 16,244,201 15,926,467
Syrian Pound - - 5,534,937 3,583,390
Total 663,768 549,476 21,779,138 19,509,857

The main currency exposure is with JOD and SYP, 
although the JOD is considered stable against 
the USD by the financial system in the region. 
The following table details the department’s 
sensitivity to a 10 percent increase and 
decrease in the US dollar (reporting currency) 
against the relevant foreign currencies. Ten 
percent is the sensitivity rate benchmark used 
to report foreign currency risk internally to 
key management personnel and represents 
management’s assessment of the reasonably 
possible change in foreign exchange rates. The 
sensitivity analysis includes only outstanding 
foreign currency denominated monetary items 
and adjusts their translation at the end period 

for a 10 percent change in foreign currency 
rates on the net exposure. The sensitivity 
analysis includes loans. A positive number 
below indicates an increase in profit where the 
US Dollar strengthens 10 percent against the 
relevant currency. For a 10 percent weakening 
of the US Dollar against the relevant currency, 
there would be a comparable impact on the 
profit, and the balances below would be 
negative.

A 10 percent sensitivity analysis at the end 
of the reporting period produces a gain/loss 
variant as follows:

Currency Percentage
Gain / Loss

2010 USD 2009 USD
Jordanian dinar (JOD) +/- 10% 1,558,043 1,537,699
Syrian pounds (SYP) +/- 10% 553,494 358,339

Market Risk 

Market risk is the threat that the fair value or 
future cash flows of financial instruments will 
fluctuate due to changes in market variables 
such as interest rates. Microfinance activities, 
especially those like UNRWA working in 
multiple currencies, are mainly exposed to 
foreign exchange rates. The department works 

to control the level of exposure by maintaining 
the bulk of its cash reserves in USD and by 
working with sufficient other currencies to 
maintain its operational requirements. As the 
department does not borrow commercially, it is 
not subject to significant risk from interest rate 
fluctuations.
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Liquidity Risk 

Liquidity risk is the danger that funds will 
not be available to meet liabilities as they 
fall due. This has not been a significant issue 
for the programme since it has maintained a 
significant balance of liquid assets that have 
been able to meet its liabilities and portfolio 
expansion. However, this positive liquidity has 
been maintained at the cost of constraining 
the outreach of profitable, longer term credit 
facilities that rotate much slower than short 
term products and could create a liquidity 

crisis if such products (housing and small-scale 
enterprise loans) were brought to scale without 
securing the requisite capital.

However, even so, with its business plan and 
growth projections to the end of the year, the 
liquidity of the programme will start to shrink 
quite rapidly which will require tighter cash 
flow planning and control on credit operations, 
and will require increasing the loan capital 
through additional donations. 

18. Portfolio Quality: 
18.1 Portfolio at Risk Ratio:

The portfolio-at-risk (PAR) ratio (balance of loans 
in arrears / value of Gross loans Receivables) 
measures amount of default risk in portfolio. 
An increasing portfolio at risk is negative. As 

can be seen from the table below there was a 
marginal improvement in the PAR during 2010, 
but this is still above the regional benchmark 
and this ideally should be below three percent.  

Portfolio at Risk

2010 2009

Principal 
Outstanding

USD

Portfolio at Risk 
Ratio

Principal 
Outstanding

USD

Portfolio at Risk 
Ratio

     Current 19,381,125 15,713,234

    1   to     30 1,939,500 1,927,030

  31   to     60 530,428 2.30 % 443,417 2.30 %

  61   to     90 283,497 1.23 % 251,956 1.31 %

  91   to   120 188,332 .82 % 187,240 .97 %

121   to   180 244,731 1.06 % 239,683 1.24 %

181   to   360 531,036 2.3 % 490,316 2.55 %

23,098,649 19,252,877

Portfolio at Risk 30 Days 7.71 %  8.37 %
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18.2. Portfolio in Arrears Ratio

Portfolio in arrears ratio (Value of Payments 
in Arrears / Value of Gross Loans Receivables), 
the ratio indicates amount of loan payments 
past due. An increasing portfolio in arrears 
is negative.  Value of loans in arrears equals 
the value of payments due (unpaid loan 

instalments). As the table below shows there 
was a marginal improvement in portfolio in 
arrears ratio that was built on the back of a 
growing portfolio. The ideal situation would be 
to bring this below three percent.

Portfolio in Arrears

2010 2009

Payments in 
Arrears

USD

Portfolio in Arrears 
Ratio

Percent

Payments in 
Arrears

USD

Portfolio in Arrears 
Ratio

Percent

    1   to     30 385,990 1.67 % 376,351 1.95 %

  31   to     60 205,978 0.89 % 193,407 1.00 %

  61   to     90 144,822 0.63 % 138,940 0.72 %

  91   to   120 120,837 0.52 % 117,523 0.61 %

121   to   180 191,634 0.83 % 188,070 0.98 %

181   to   360 284,588 1.23 % 265,004 1.38 %

1,333,849 5.77 % 1,279,295 6.64 %

18.3. Operational Self-Sufficiency 
Ratio

The Operating Self-Sufficiency (OSS) ratio 
(Interest and Recovery / Operating expenses 
and additional provision for loan losses) 

measures how well the MD covers its cost 
through its operating activities. An increasing 
operating self-sufficiency ratio is positive.
 

2010 USD 2009 USD

Interest and recovery 8,624,347 7,466,653

Operating expenses 7,481,008 6,022,771

Operating Self-Sufficiency Ratio 115 % 124 %

The Operational Self-Sufficiency rate for each 
field for the years 2010 and 2009 were as 
follows:

Field 2010 2009

Gaza 93 % 97 %

West Bank 127 % 148 %

Jordan 114 % 109 %

Syria 117 % 124 %
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A number of factors contributed to the 
reduction in OSS rate during this period, 
including:

îî A change in administrative policy that 
increased end of term indemnities from 
8.5 percent to 10 percent affected OSS. 
As this was a change in administrative 
and not accounting policy, it could not be 
adjusted against previous years and was 
charged against this year’s expenditure. 
This increased expenses by over USD 
400,000 and mainly affected Gaza and the 
West Bank, who had the longest serving 
staff. 

îî In West Bank the OSS declined as a result 
of adding additional new staff towards the 
end of the year, coupled with decline loan 
officer productivity.
îî Increased expenses were incurred in Syria 
to finance the establishment and running 
cost of two new branch offices in Douma 
(Damascus) and Aleppo. These branches 
did not start operations until the end of 
the year and thus these costs were not 
offset with a consequent rise in income 
from lending. 

18.4. Loan Officer Productivity:

Loan Officer Productivity (Number of Active 
Borrowers / Number of Loan Officers), the ratio 
measures the average caseload of each loan 

officer. An increasing Loan Officer Productivity 
ratio is positive.

2010 2009

Number of active borrowers 26,306 21,604

Number of loans officers 159 119

Loan Officer Productivity 165 182
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19. Net Cash Utilised by 
Operating Activities:
Adjustments to Reconcile Changes in Net 
Assets to net Cash Provided by Operating 
Activities:

2010 USD 2009 USD

Change in Net Assets 1,633,986 1,586,168

Currency Exchange 34,994 6,843

Provision for Loan Losses 785,155 392,734

Changes in Provision for bad debts 98,346 446,639

Depreciation expenses 243,199 241,525

Loans Extended (42,251,952) (37,136,856)

Loans Collection 37,621,024 34,056,268

Increase in Pledges receivable 164,522 (78,091)

Decrease in Prepaid Expenses (84,631) (52,208)

Decrease in Payables and Accruals (19,358) 85,794

Decrease Accrued Staff Leave 12,316 52,454

Decrease in Bills Payable to UNRWA 62,919 (405,615)

Increase in End of Year services 404,547 82,947

Total (1,294,933) (721,389)

20. Post Balance Sheet 
Events/Going Concern:
At the beginning of 2011 a series of popular 
protest actions broke out across the Middle 
East region calling for an end to authoritarian 
government and arbitrary policing by security 
forces. This led to significant transformation of 
government in Tunisia and Egypt, with rising 
anti-government violence in Yemen and civil 
war in Libya. The momentum of such calls 
recently reached Jordan and the Syrian Arab 
Republic, where a series of demonstrations 
have occurred in a few locations over the last 
weeks of March. In coordination with its staff on 

the ground, the MD management is monitoring 
these events very closely in order to gauge 
their potential impact on credit operations and 
future risks in each country. Further escalation 
in Jordan seems unlikely at this point in time, 
while the actions in Syria are still quite localised 
to areas where the MD is not operating. In 
both countries, such demonstrations have not 
gained widespread appeal and demands have 
been much more moderate with demonstrators 
calling for reform rather than the overthrow of 
the leaders.
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My experience working in the Grameen Bank has given me 
faith; an unshakable faith in the creativity of human beings. 
It leads me to believe that humans are not born to suffer the 
misery of hunger and poverty. They suffer now as they did in 
the past because we turn our heads away from this issue.

Muhammad Yunus
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West Bank
 

Voltaire Kharoufeh
Chief Field Microfinance Programme

Ibrahim Jaber
Credit Operations Manager - North

Vacant
Branch Manager / Nablus 

Abdallah Al-Omari
Branch Manager / Jenin 

Shatha Ikbarieh
Branch Manager / Tulkarm 

Muwaffaq Noufal
Branch Manager / Hebron Branch

Yousef Jubran
Branch Manager / Ramallah Branch

Zaidoun Darwish
Branch Manager / Bethlehem Branch

Mo’ath Enayeh
Branch Manager / Qalqilia Branch

Gaza
Naser Jaber
Chief Field Microfinance Programme

Taghreed Al-Masri
Loan Management System Officer

Bahjat Eid
Credit Operations Manager

Khaled Hamad
Branch Manager / Khan Yunis

Imad Madhoun
Branch Manager / Gaza

Ahmed Abu Marshoud
Branch Manager / Nuseirat

Jordan
Victor Siriany
Chief Field Microfinance Programme

Mohammad Jawabreh
Credit Operations Manager

Ibrahim Aqrabawi
Branch Manager / Wehdat

Hassan Hassan
Branch Manager / Al-Balad

Vacant
Branch Manager  / Al-Bayader

Fadi Al-Ahmad
Branch Manager / Zarqa

Syrian Arab Republic
Mohammed Al-Khatib
Field Microfinance and Microenterprise Officer

Amani Ali
Credit Operations Manager

Khaldoun Mousselli 
Branch Manager / Yarmouk

Mahmoud AbdulRazzaq
Branch Manager / Al-Amin

Wasim Rateb Shihab
Branch Manager / Saida Zeynab 

Alan Khedraki 
Branch Manager / Douma Branch

Eyad AlKhateeb
Branch Manager / Boustan Al Basha

FIELD & BRANCH STAFF LIST
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West Bank
MD Headquarter
21 Zalman Sharagi street P.O.Box 
19149 Sheikh Jarrah, Jerusalem
Tel: (972) 2 5890221
Fax: (972) 2 5890230

West Bank Field Office
21 Zalman Sharagi street P.O.Box 
19149 Sheikh Jarrah, Jerusalem
Tel: (972) 2 5890455
Fax: (972) 2 5890737

Nablus Branch
Al-Shohadaa Circle, Toukan 
Building, above Cairo- Amman 
Bank
Tel: 09-2387871/2
Fax: 09-2387870

Jenin Branch
City Center, Nafa Mall, near Al-
Awqaf building, beside Cairo 
Amman Bank
Tel: 04-2433430
Fax: 04-2433431

Tulkarm Branch
Bisan Mall, Nablus street, 
opposite Bank of Palestine Ltd.
Tel: 09-2670252
Fax: 09-2676730

Hebron Branch
Ain Sarah street, Al-Amal B 
Allah building, first floor, beside 
Hebron Municipality, opposite 
the UNRWA storages
Tel: 02-2290026/7
Fax: 02-2290028

Ramallah Branch
Al-Ahlieh College street, beside 
Cairo Amman Bank
Tel: 02-2984831/2
Fax: 02-2984830

Bethlehem Branch
Bab Zqaq, beside UNRWA 
building, Bethlehem
Tel: 02-2748184/6
Fax: 02-2748188

Qalqilia Branch
Abu Ali Square, Western street, 
Azzam Jammous building, above 
Arab Bank
Tel: 09-2942683/4
Fax: 09-2942685

Jericho Branch
Al-Maghtas street, beside Bank of 
Palestine, Jericho
Tel: 02-2310156
Fax: 02-2310157

Gaza Strip
Field Office and Gaza
Branch
Hasouna building, Ramla-Lid 
street, Rimal, Gaza
Tel: (972) 8 2820001/2
Fax: (972) 8 2824949

Khan Yunis Branch
Fares building, Jalal street, Khan 
Yunis
Tel: 08-2061288
Fax: 08-2050540

Nusseirat Branch
Joudeh building, behind the old 
Bank of Palestine, Nusseirat
Tel: 08-2552003/9
Fax: 08-2554099

Jordan
Jordan Field Office
Kalboneh building, Al-Mahata 
street, above Cairo Amman Bank, 
Amman
Tel: (962) 6 4652395/7
Fax: (962) 6 4652394

Al-Balad Branch
Al-Mahata street, Kalboneh 
building , above Cairo Amman 
Bank, Amman
Tel: 06-4652392/3
Fax: 06-4652394

Wehdat Branch
Al-Hudhud building, Madaba 
street, after Middle East circle, 
opposite Gulf Hotel, Amman
Tel: 06-4780076 / 4780062
Fax: 06-4779113

Al-Bayader Branch
Industry street, Al-Quda 
compound, beside Jamil Anez 
Company 
Tel: 06-5853202/ 5852101
Fax: 06-5852105

Zarqa Branch
Prince Mohammad street, 
Alhaouz area, opposite of 
Directorate of Education
Tel: 05-3996615/6
Fax: 05-3996617

Syria
Syria Field Office & 
Yarmouk Branch
Farhoud building, Adnan 
Ghanem street (Al-Thaltheen 
street), Al-Yarmouk camp, 
Damascus
Telfax: (963) 11 6363445/6/7/8

Al-Ameen Branch
Al-Ameen street, opposite Al-
Ameen fire brigade, Damascus 
Telfax: 011-5429839/ 5428261

Saida Zeynab Branch
Above Muna Saleh pharmacy, 
the general road to Saida Zeynab, 
Damascus
Telfax: 011-6477081/2

Douma Branch
Al Baladyieh square, above Bimo 
Saudi French Bank, Damascus
Tel: 011- 5750794 / 5750164
Fax: 011 – 5739071 

Boustan Al Basha 
Branch
Al Hillock highway, in front of 
Water Company, Boustan Al 
Basha, Aleppo
Telfax: 011-4618443 / 4618445 / 
4614303

CONTACT LIST



Creative Design / Production:
UNRWA MD Central O�ce - Marketing Unit
Photography Credits:
- J.C. Torday
- Shareef Sarhan
- Carol Al-Farah
- UNRWA MD Marketing Unit




