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L etter of transmittal
1 August 2007

| have the honour to submit to the General Assembly my annual report on the
work of the United Nations Relief and Works Agency for Palestine Refugees in the
Near East (UNRWA). This report, which covers the period 1 January 2006 to
31 December 2006, is submitted in compliance with paragraph 21 of resolution
302 (IV) of 8 December 1949 and with paragraph 8 of resolution 1315 (XIII) of
12 December 1958.

The first section of the report presents significant developments within
UNRWA and external circumstances that have affected the Agency. It summarizes
the most notable political and security influences on UNRWA operations in Jordan,
the Syrian Arab Republic, Lebanon, the West Bank and Gaza, and describes the
Agency’s operational context. The report further outlines the legal matters that have
engaged the Agency’s attention and sets out its financial condition. The second part
of the report is devoted to a performance review of UNRWA education, health, relief
and microfinance programmes. An analysis of outcomes is offered for each of these
programmes, along with indicators and a summary of significant activities.

As in previous years, a draft version of the annual report was shared with
members of the UNRWA Advisory Commission, which comprises representatives of
21 Member States and three observer delegations, including those of Palestine and
the European Commission. The contents of the report were discussed and endorsed
during the session of the Advisory Commission held on 17 and 18 June 2007. The
views of the Advisory Commission are contained in a letter addressed to me from its
Chairperson. A copy of the letter follows. | wish to underline my appreciation for
the high level of interest and engagement demonstrated by the Advisory
Commission during the discussion of the report and in its deliberations to date on a
range of operational issues. As part of wider management reforms within UNRWA,
the Commission membership was expanded and its rules of procedure revised in
2005 and early 2006, in an effort to enhance its role as the Agency’s principal
advisory body. The quality of the discussion on the draft annual report was a clear
and encouraging indication — though not the only one — that the Advisory
Commission is meeting the high expectations placed upon it. | have also maintained
the practice of sharing the annual report in draft form with representatives of the
Government of Israel. As a result of this process of wide consultations, this annual
report reflects, to alarge extent, the varied perspectives of its principal stakeholders.

President of the General Assembly
United Nations
New York
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This transmittal letter offers an opportunity to draw to your attention a few of
the most critical questions that confront UNRWA. These matters directly impinge on
the well-being of Palestine refugees and the Agency’s ability to efficiently and
effectively discharge its humanitarian and human development functions. They are
also issues that, if not addressed with the immediacy they deserve, could have
regional and international implications and therefore fall well within the purview of
the role of the General Assembly. You may wish to keep these issues in view as you
debate the renewal of the mandate of UNRWA later this year.

An important question requiring the concerted attention of the General
Assembly is the recurrent underfunding of the Agency’s regular budget. The funding
deficit in 2006 was US$ 71.5 million, while the projected shortfall for 2007 is
expected to exceed US$ 100 million. UNRWA is experiencing a severe lack of funds
at a time when resources are desperately needed to raise the quality of services the
Agency delivers to a refugee population that year on year increases in numbers and
in the range of their needs. We have been compelled to introduce austerity measures
that include the scaling down of services in health, education and assistance to the
poor, in a period when there is escalating demand for these services.

Given that it is difficult for changes to take root in an environment of austerity,
UNRWA'’s organizational development process of comprehensive management
reforms is also hampered by the shortage of funds in the regular budget. For the
sake of the refugees the Agency serves, it is giving the highest priority to raising its
service standards and to transforming and modernizing its operational and
managerial practices. The current situation is one in which States have welcomed
the Agency’'s desire to improve and encouraged it to move forward without
providing it with the wherewithal to accomplish its ambitions. | trust that at this
time the General Assembly and all United Nations Member States will act
collectively in a spirit of solidarity to ensure that the budgetary requirements of the
Agency are adequately supported, in order that the needs of Palestine refugees can
be fully met.

Another area demanding the attention of the General Assembly is the human
toll of instability, armed conflict and the closure regime in the occupied Palestinian
territory. The annual report refers to the extreme levels of poverty, unemployment
and deteriorating living conditions that refugees and non-refugees alike had to
contend with in 2006. It also records the tragic number of deaths and injuries
sustained in the conflict. Some 673 Palestinians were killed and 3,199 injured. In
Gaza, 203 deaths and 1,000 injuries occurred in June and July alone — not to
mention the 5,000 people displaced. During 2006, 25 Israelis were killed and one
was captured.

In the West Bank, the wall, which has been declared illegal by the
International Court of Justice, and its associated regime of permits and closures
have destroyed Palestinian livelihoods. Freedom of movement for Palestinians has
been severely curtailed, as illegal Israeli settlements continue to expand and
encroach on Palestinian land. Pal estine refugees, who make up approximately 30 per
cent of the total population of the West Bank, have been negatively affected to the
same extent as their non-refugee neighbours, especially in the so-called seam zone
between the wall and the 1967 Green Line.

The degree of human suffering and the extent to which civilians' lives and
safety are at risk in the occupied Palestinian territory raises questions that engage



the collective responsibilities of States under human rights law and international
humanitarian law. Expedited, creative and forthright measures are required on the
political front to achieve a cessation of hostilities among all combatants as a first
step towards creating an environment of stability in which human dignity might
have some meaning. It is only in such an environment that the humanitarian and
human development work of UNRWA can achieve its full impact.

Given the nature of our operations, the safety and security of UNRWA staff is
a major preoccupation. | have on many occasions acknowledged the debt we owe to
UNRWA staff for demonstrating their devotion to duty in circumstances of grave
risk. In this context, it is a matter of regret that the 14,500 local staff of UNRWA in
the occupied Palestinian territory are the only United Nations staff members who do
not receive hazard pay. This is a long-standing anomaly that the General Assembly
and its Member States may wish to take steps to address.

In conclusion, | wish to place on record UNRWA's gratitude for the support the
international community has given to Palestine refugees over the decades. Next year
we will commemorate the sixtieth anniversary of the events that precipitated the
creation of the Palestine refugee phenomenon. So many years on, the plight of these
refugees is yet to be resolved, and their lives remain marked by hardship, armed
conflict and pessimism about future prospects. | call on the General Assembly to
treat the forthcoming anniversary as a spur to action, an opportunity to redouble
endeavours to secure ajust and lasting solution to the plight of Palestine refugees.

(Signed) Karen Koning AbuzZayd
Commissioner-General

United Nations Relief and Works Agency for
Pal estine Refugees in the Near East

vii






L etter dated 17 June 2007 from the Chairperson of the
Advisory Commission of the United Nations Relief and
WorksAgency for Palestine Refugeesin the Near East
addressed to the Commissioner-General of the Agency

At its regular session of 17 June 2007, the Advisory Commission of the United
Nations Relief and Works Agency for Palestine Refugees in the Near East
(UNRWA) considered your draft annua report on the Agency’s activities and
operations during the period from 1 January 2006 to 31 December 2006, which is to
be submitted to the General Assembly at its sixty-second session. The Commission
reiterates its appreciation for the adoption of the calendar-year format of the reports
to the General Assembly, as this links UNRWA strategic and financial planning with
its budget planning process. Transition to this format led to an overlap with regard
to the first half of 2006, hence the current letter will focus predominantly on the
second half of 2006.

The Commission welcomes the improved structure and comprehensiveness of
the UNRWA annual report. The reporting is firmly based on programmes in the
subprogramme overview (section 1l of the report), the progress of which is
measured against performance indicators. The Commission encourages UNRWA to
pursue further improvements to the annual report once the organizational
development package and strategy development gain momentum. In this connection,
the Commission particularly looks forward to a permanent monitoring and
evaluation section. The Commission encourages UNRWA to provide in an annex to
the present report key programme statistics and financial information that will give
an overview of the Agency’s operational and programme components.

The Commission is concerned with the continuously deteriorating and fragile
situations in the Gaza Strip, the West Bank and Lebanon, which impact the
humanitarian situation, as well as the delivery of humanitarian aid. In general, the
Commission raises concerns of serious violations of international humanitarian and
human rights law and strongly condemns the killing of UNRWA staff members. The
Agency was compelled to expand its emergency operations in the Gaza Strip, as
well as in Lebanon, where Israeli military operations in the summer of 2006 had
severe consequences on the situation of Palestine refugees and Lebanese civilians,
many of whom were displaced. The Commission commends the Agency for its
efforts in addressing the urgent needs of Palestine refugees and some 5,500
displaced Lebanese civilians who sought the assistance of the Agency. Also, in the
Syrian Arab Republic UNRWA was able to provide shelter to some 2,000 refugees
from Lebanon. The Commission commends the Agency’s management and, in
particular, its area staff for their resolute and effective response to the deteriorating
emergency situation in the West Bank, the Gaza Strip and Lebanon. The dedication,
commitment and unrelenting engagement of the Agency staff members, often under
life-threatening conditions, have contributed to the relief of grave humanitarian
needs and the continuation of regular programme operations.

The economic and security situation continued to decline in the Gaza Strip and
the West Bank, as Israeli incursions, the closure regime and the withholding of tax
revenues led to increased poverty. Without substantial and increased donor support,
the situation would have been much worse. Moreover, the suspension of direct aid
to the Palestinian Authority after Hamas formed a new government in March 2006



and factional clashes in the Gaza Strip were increasingly taking their toll towards
the end of the year. These internal clashes and attacks on UNRWA installations and
personnel had negative consequences for the presence of internationa staff of
UNRWA and other agencies in the Gaza Strip. With the Palestinian Authority’s
shortage of funds, the provision of services was grinding to a halt. As a result, the
Palestinian economy shrank by some 7 per cent and unemployment levels shot up by
30 per cent. These developments make the role of UNRWA in providing essential
services and humanitarian assistance to the Palestine refugees even more important
and call for avital role for donors in support of UNRWA appeals.

The situation in southern Lebanon remained precarious, as it was plagued by
unexploded cluster bombs and damaged infrastructure. The Commission commends
the Lebanese Government and UNRWA on their dynamic steps to secure additional
funds for basic living conditions in the camps and addressing developmental needs
of Palestine refugees. The Commission encourages the Government of Lebanon and
UNRWA to proceed with their close cooperation, as seen during the preparation and
implementation of the early recovery plan concerning Pal estine refugees.

The Commission commends the Government of the Syrian Arab Republic and
UNRWA on the assistance provided in 2006 to over 600 Palestine refugees who fled
the conflict in Iraq. The Commission encourages the international community to
continue seeking means to address humanitarian needs for this specific group of
Palestine refugees, until such time that a just and durable solution can be found.

The Commission is concerned that the separation wall/fence, closure regime,
curfews and other restrictions, imposed by the Israeli authorities in both the West
Bank and the Gaza Strip, will lead to further hardship for the Palestinian population.
These restrictions obstruct access to employment, income, essential goods and
services. They have, moreover, seriously restricted the ability of the Agency to
move staff and humanitarian assistance to those in immediate need. The
Commission, therefore, reiterates the urgent need to remove restrictions impeding
the movement of Agency staff and goods, according to international law, the
November 2005 Agreement on Movement and Access and the agreements between
UNRWA and the Government of Israel. The Commission encourages UNRWA to
continue providing detailed information on outstanding movement and access
restrictions to the Office for the Coordination of Humanitarian Affairs and the
international community to enable them to keep the issue on the agenda of any
bilateral or multilateral discussion with the Israeli Government.

The Commission expresses its concerns regarding the fact that some UNRWA
staff is being detained by Israel, while UNRWA facilities have regularly been
subject to forced entry and obstructions by the Israeli military. The Commission
reaffirms the need to respect the integrity of the United Nations and the immunities
of its staff operating in areas of conflict, as stated in Security Council resolution
1502 (2003) of 26 August 2003, on the protection of United Nations personnel,
associated personnel and humanitarian personnel in conflict zones. The
Commission, furthermore, urges UNRWA to continue to closely monitor and report
to its stakeholders on violations of international humanitarian law.

The Commission is concerned about costs emanating from the various
restrictions imposed by Israel, such as $349,019 accumulated costs directly linked to
the movement of UNRWA employees. The Commission opposes Israel’s continued
efforts to impose a direct tax charge on Agency containers passing through Karni,



amounting to $108,486, as this violates the exemption granted to UNRWA under the
1946 Convention on the Privileges and Immunities of the United Nations. The
Commission notes the Agency’s demands for compensation for damaged UNRWA
installations from the Israeli Authorities ($1,048,000), as well as their
reimbursement of all outstanding port charges ($27,756,193) and to be henceforth
exempted from such charges, in accordance with the 1967 Comay-Michelmore
Agreement between Israel and UNRWA. The Commission once more calls upon the
General Assembly to examine this issue at its sixty-second session and to consider,
in its resolution dealing with UNRWA operations, including a clause calling for the
reimbursement of these charges by the Israeli authorities.

The Commission welcomes the organizational development that is being
implemented in UNRWA. Tools to assess and monitor this reform process are
currently in place. This reform is designed to strengthen the Agency’s capacity to
serve Palestine refugees both effectively and efficiently. Although in its initial
stages of implementation, the Commission notes the progress made through 2006
with regard to the four “levers of change”: human resource development,
programme management, leadership and management, and organizational processes.
The Commission commends in this connection the progress made with regard to the
Agency-wide quality assurance initiative to improve service delivery. This initiative
has been particularly successful in Gaza.

With regard to the programme management lever, the Commission applauds
UNRWA'’s determination to develop a strategic approach to programming. While the
Agency is looking at ways of improving the quality of its services and the
effectiveness of its operations, it will achieve efficiency gains through its different
programmatic reviews and through the organizational development process. The
process of organizational development should focus not only on additional
activities, but also on better and more efficient ways of providing current services
and of utilizing available funds and resources. Programmatic and operational
reviews should inform UNRWA whether more of the same could be done with
available resources and how. As such, efficiency gains should translate into direct
benefit for the Palestine refugees (see adopted comments on the UNRWA discussion
paper entitled “Towards the 2008-2009 UNRWA programme budget”, No. 3.3,
December 2006 Advisory Commission session).

The Commission discussed the organizational development package during its
regular sessions in 2006, and is confident that this endeavour will yield a
comprehensive and strategic approach. Such an approach is indispensable if the
Agency is to respond adequately to evidenced and prioritized needs of refugees in
the five fields of operations. In this connection, the Commission calls upon donors
to contribute, in a timely manner, adequate resources to support the organizational
development package. The initial implementation of UNRWA reforms requires the
hiring of 20 additional international staff. The Agency included a request to this
effect in its submission for the 2008-2009 regular budget of the United Nations
(from where all the Agency’s international staffing posts are funded). The Advisory
Commission endorsed these staffing proposals in a letter dated 29 January 2007
from the its Chairperson to the President of the General Assembly.

The Commission notes that the UNRWA regular budget grew by 23 per cent,
from US$ 396.4 million in 2005 to US$ 488.6 million in 2006, while expenditures
increased by 10.6 per cent from US$ 377.2 million to US$ 417.1 million in 2006.

xi
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The regular budget is the source of funding for the Agency’s core programmes. In
this regard, the Commission appeals to the donor community to fully fund these
essential services. It also notes that the Agency launched an emergency appeal for
the West Bank and the Gaza Strip. As at 31 December 2006, $145 million, or 84 per
cent of the appeal, had been pledged. The Commission notes that contributions to
the UNRWA emergency appeal in 2006 improved considerably. In the light of the
continuously deteriorating humanitarian situation in the West Bank and the Gaza
Strip, the Commission appeals to the donor community to fully support UNRWA
emergency programmes, while UNRWA is urged to develop a comprehensive
resource mobilization strategy for both its regular and emergency activities. In this
regard, the Commission would like to stress the importance of coordination
initiatives between UNRWA, donors and host countries, to strive for a maximum
degree of aid harmonization to increase aid effectiveness, and to follow the
principles of good humanitarian donorship. The Commission encourages UNRWA,
without compromising its mandate and continuous provision of basic services to
Palestine refugees, to investigate and continue to develop ways of maintaining and
improving the quality of services that contribute to a more effective and efficient
use of the regular budget in close cooperation with stakeholders.

The Commission greatly appreciates the host Governments and donors for
their continuing support and services provided to Palestine refugees. However, the
Commission also urges the international community to maintain adequate levels of
funding consistent with the needs of refugees, and calls on UNRWA to continue its
efforts to reach out to non-traditional donors. In this respect, the Commission
commends UNRWA with the appointed Senior Regional Representative and
encourages the Agency to implement the funding strategy, as discussed during the
regular session of the Commission in June 2007. In due course, the proposed
funding strategy should play a key role in developing vital predictable sources of
support for programme improvements.

The Commission recognizes progress made by UNRWA in achieving a
substantial humber of its objectives and encourages UNRWA to make additional
efforts to address issues where the actual performance is below targets. The
organizational development reform process, which began in 2006, is expected to
influence the effectiveness, efficiency and impact of the various programmes in
2007. Organizational development initiatives, including the programme strategy,
will be reflected and integrated into the budget preparation process, leading to a
more detailed and prioritized biennium budget for 2008-2009.

The Commission recognizes the vital role of the Agency in providing refugees
with essential services and in contributing to regional stability until a just settlement
to the refugee issue is implemented in accordance with the relevant United Nations
resolutions, especially General Assembly resolution 194 (111) of 11 December 1948.

The Commission expresses its warm appreciation for your personal
commitment to serving the needs and interests of Palestine refugees and the
effective leadership you are providing to the Agency.

Frans M akken

Chairperson of the Advisory Commission

of the United Nations Relief and Works Agency
for Palestine Refugees in the Near East
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Overview

1. The United Nations Relief and Works Agency for Palestine Refugees in the
Near East (UNRWA) was established pursuant to General Assembly resolution
302 (1V) of 8 December 1949. UNRWA became operational on 1 May 1950,
responding to the needs of some 750,000 Palestine refugees. The Agency has since
grown to become one of the largest United Nations programmes, with a population
of about 4.3 million Palestine refugees under its mandate and nearly 27,000 staff
members.

2. The purpose of UNRWA is to contribute to the human development of
Pal estine refugees in the Gaza Strip, the West Bank, Jordan, Lebanon and the Syrian
Arab Republic until ajust solution is found to the refugee issue. The Agency fulfils
this purpose by providing a variety of essential services within the framework of
international standards. They include primary (and in Lebanon secondary)
education, comprehensive primary health care, emergency relief, a social safety net
and other social interventions, microfinance, housing and infrastructural support.
Among United Nations agencies, it is unique in delivering a variety of services
directly to refugees.

3. Given the particularly complex and volatile context in which it works,
UNRWA has developed the ability to respond rapidly to changing needs and
continues to strive to become more strategic and dynamic in its operations and
delivery of services. It seeks to establish an approach to service delivery that is
cohesive and sensitive to refugee needs, while building on refugee assets and on
partnerships with other organizations.

4.  UNRWA is aglobal advocate for the protection and care of Palestine refugees.
In circumstances of humanitarian crisis and armed conflict, the Agency’'s emergency
interventions, and indeed its presence, serve as tangible symbols of the international
community’s concern and ultimately contributes to a stable environment.

5.  Through its education programme, UNRWA promotes for Palestine refugees a
learning environment in which they acquire knowledge, life skills, positive
experience and values. The Agency provides education at the elementary,
preparatory and (in Lebanon) secondary level, technical and vocational education
and training, teacher training and placement and career guidance.

6. Through its health programme, UNRWA protects and promotes the health
status of Palestine refugees by providing access to comprehensive, quality basic
health care, consistent with the policies and strategies of the World Health
Organization (WHO). The Agency’s health services include medical care (Iaboratory
services, outpatient services, maternal and child health, disease prevention and
control, physical rehabilitation, oral health, school health and hospital services),
environmental health (sewage and drainage, solid waste management and water
supply) and supplementary feeding.

7. Through its relief and social services programme, UNRWA provides a social
safety net for, and promotes the self-reliance of, the most disadvantaged Palestine
refugees, especially women, the aged, youth and persons with disabilities. Its relief
and social services include food support; shelter rehabilitation and cash assistance to
families living in conditions of special hardship; the development of community-
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based social services for women, the disabled, children and youth; and community
support through access to subsidized credit.

8.  Through its microfinance and microenterprise programme, UNRWA promotes
economic development and poverty alleviation by providing credit for
microenterprise, household consumption and housing needs. This credit improves
the quality of life of householders, small business owners and microentrepreneurs;
sustains jobs; decreases unemployment; reduces poverty; empowers women; and
provides income-generating opportunities for Palestine refugees and other poor and
marginal groups. Specific services include microenterprise credit, a lending
programme specifically designed for women, small-scale enterprise loans, consumer
lending, housing loans and small and microenterprise training.

Political, economic and security developments

9. The most prominent developments in 2006 occurred in the occupied
Palestinian territory and Lebanon. In the former, the year began with the Palestinian
Legislative Council elections, which were won by Hamas, with 74 of 132 seats.
President Mahmoud Abbas asked Hamas to form a Government in February and
Israel immediately halted tax revenue transfers. In April, international donor
funding to the Palestinian Authority was suspended.

10. The firing of Qassam rockets from the Gaza Strip into Israel continued
throughout the reporting period and, in April, a suicide bomber killed nine peoplein
Tel Aviv. In military actions in the Gaza Strip, the lIsraeli military killed 69
Pal estinians between January and May. In June the situation worsened dramatically.
On 9 June, an artillery strike killed seven members of one family on a beach in
northern Gaza. Hamas announced the suspension of its 16-month ceasefire. On
25 June, a Palestinian attack against an Israeli position in Israel resulted in the
killing of two Israeli soldiers and the capture of another. In response, Israel began
“Operation Summer Rains’. In June and July alone, 203 Palestinians were killed and
almost 1,000 were injured. Early in November, during a six-day siege of the
northern Gaza town of Beit Hanoun, 50 Palestinians were killed and dozens of
refugee homes were destroyed. The dead included 16 members of the same family,
whose house was hit by tank shells. By the time a ceasefire was announced late in
November between Israel and the Palestinian factions, over 450 Palestinians had
been killed in Israeli military actions in the Gaza Strip. UNRWA responded to the
emergency situation by providing shelter and other assistance for over 5,000
displaced people and by delivering water and food to areas isolated by military
incursions.

11. The occupied Palestinian territory also saw bouts of inter-factional fighting. In
May 2006, 10 people were killed in inter-Palestinian clashes in the run-up to the
beginning of a dialogue on the formation of a national unity Government late in the
month. In December, 18 Palestinians were killed in factional clashes and 116
wounded, almost all in the Gaza Strip.

12. During 2006, armed conflict, closures and the withholding of tax revenues and
international donations to the Palestinian Authority took an enormous toll on
economic and social conditions for Palestinians in the occupied Palestinian territory.
Real gross domestic product per capita declined by almost 7 per cent during the
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yearl and poverty levels increased by 30 per cent by mid-year.2 The situation in
Gaza was particularly grim. In a study commissioned by UNRWA, the Palestinian
Central Bureau of Statistics estimated that 79.8 per cent of the inhabitants were
living in extreme income poverty by mid-2006, an increase of 54 per cent over
mid-2005.3

13. Public institutions built up by the international community over a decade and a
half have been severely weakened by a lack of operational funds, energy shortages
and military damage to civilian infrastructure. Despite the creation of the Temporary
International Mechanism, under which donors pay “allowances’ in lieu of salaries to
essential Palestinian Authority employees directly, the vast majority of the 165,000
employees have received only small sums, intermittently. To avoid destitution,
refugee families who were self-sufficient at the start of the year were forced to turn
to UNRWA for emergency assistance in the form of food aid, cash assistance and
three-month job placements. Lack of funds led to Palestinian Authority hospitals
and clinics reporting shortages in essential drugs and diagnostic tools, while refuse
went uncollected in the streets, raising concerns for public health.

14. On 28 June, an air strike destroyed the only power plant in the Gaza Strip,
which provided almost half of the Strip’s electricity and drove municipal water and
sewage pumps. For the remainder of the year, most Gaza residents received only six
to eight hours of electricity and two to three hours of water a day.

15. Thekilling of three Israeli soldiers and capture of two others, by Hizbullah, in
a cross-border attack into Israel, sparked a major conflict that began on 12 July and
lasted 34 days. Southern Lebanon bore the brunt of severe damage to civilian
infrastructure. Almost 1,200 Lebanese were killed and close to 1 million displaced
by the fighting, while 159 Israelis were killed and up to 500,000 Israelis displaced.
Although the Palestinian refugee camps were not directly targeted, with only
isolated attacks on Ein el-Hilweh and Rashidieh camps, the Palestinian community
was substantially affected by the conflict. Approximately 47 per cent of Palestine
refugees live outside the camps, side by side with the L ebanese community in urban
and rural areas, and thus suffered the destructive effects of the conflict in the same
manner as the Lebanese.

16. UNRWA responded immediately to the crisis, maintaining essential services,
while also commencing an emergency assistance programme to the Palestine
refugee population and to about 5,500 displaced Lebanese. In total, UNRWA
accommodated 4,127 displaced persons in its schools and a further 14,745 persons
were accommodated by Palestinian families in the camps. UNRWA included its
emergency needs in the United Nations Consolidated Appeal launched late in July
2006 and received $5.59 million in funding from donors.

17. In the Syrian Arab Republic, eight UNRWA schools housed more than 2,000
refugees who had fled the fighting in Lebanon. Later in the year, UNRWA also
began to provide, in collaboration with the United Nations High Commissioner for
Refugees, limited assistance to over 600 Palestine refugees who had fled the conflict
in Iraq to the El-Hol refugee camp in the north of the Syrian Arab Republic or to the

1 Palestinian Central Bureau of Statistics, Economic Forecasts for 2007, 26 March 2007.

2 Palestinian Central Bureau of Statistics, Ramallah, July 2006.

3 UNRWA report, “Prolonged crisis in the occupied Palestinian territory: recent socio-economic
impacts’, November 2006.
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“no-man’s land” between the Syrian and Iragi borders. The assistance provided
included basic health, education and relief and social services.

18. Instability, marked by strikes and large demonstrations, continued in Lebanon
following the end of the fighting. In Lebanon, a large number of unexploded cluster
bombs continued to be the cause of death and injury of civilians. According to the
periodic report of June 2007 of the Secretary-General to the Security Council on the
implementation of resolution 1701 (2006) (S/2007/392), 904 individual cluster
bomblet strike locations had been identified, each containing hundreds of individual
bomblets or submunitions, contaminating 36.6 million square metres of land. Since
the cessation of hostilities in August 2006, 23 civilians have been killed and 180
injured, among them Palestine refugees. The unexploded ordnance have had a
serious impact on agriculture in southern Lebanon, affecting those refugees who
rely on agriculture for their living.

19. UNRWA participated in an early recovery appeal for Lebanon in the aftermath
of the conflict and received a total sum of $4.9 million to be spent on emergency
needs, water and sanitation works, immediate shelter repair, psychosocial support,
new school infrastructure in the schools and the establishment of a programme to
reactivate businesses. That sum was in addition to the funds raised under the United
Nations Consolidated Appeal (see para. 13 above).

20. In October 2005, UNRWA prepared a camp improvement initiative comprising
$50 million worth of projects designed to address the particularly squalid conditions
in refugee camps in Lebanon.

21. Thanks in great part to the active lobbying of the Government of Lebanon,
which supported the initiative from the outset, the Agency had received $21 million
by the end of 2006, allowing it to commence work on a number of projects. The
largest of them was an infrastructure project that will substantially improve
environmental conditionsin and around Shatila Camp in Beirut.

Organizational developments

22. The Agency’'s expanded Advisory Commission held its first meeting in
February 2006. The Commission, established under the same General Assembly
resolution as UNRWA itself, advises the Commissioner-General on the execution of
the Agency’s programme. On 9 November 2005, the General Assembly approved an
increase in the membership of the Commission to include Australia, Canada,
Denmark, Germany, Italy, the Netherlands, Norway, Saudi Arabia, Spain, Sweden
and Switzerland, all of whose contributions to the Agency have exceeded an annual
average of $5 million over the past three years. The Assembly also invited the
Palestine Liberation Organization to attend and fully participate in the meetings as
an observer, and invited the European Community and the League of Arab States to
attend as observers. More substantive interaction between the Agency and the
Commission has allowed for significant policy discussions resulting in valuable
advice and support to the Agency. That support has been a crucial part of the
UNRWA organizational development process launched in 2005.

23. The Agency’s reform process, outlined in the document “Serving Palestine
refugees more effectively: strengthening the management capacity of UNRWA”,
requires an investment of $30 million over the years 2006 to 2009, of which over
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$2.1 million had been contributed at the end of the reporting period. The process is
based on four “levers’ of change: human resources management; programme
management, including the establishment of a programme management cycle;
leadership and management; and organizational processes. It is through
comprehensive reform in these areas that the Agency as a whole will become more
effective in serving Pal estine refugees.

24. In 2006, important initial steps were taken in each of the four levers, thus
laying the foundation for achieving the goals of the organizational development
process. In the area of human resources, a comprehensive management strategy was
finalized through a process of extensive internal consultations. The areas identified
for strategic attention were staff retention, recruitment, succession, training and
development; performance management; compensation management; service
delivery in the field; gender equality; and line management. Each of them is
supported by a variety of initiatives. In 2006, the UNRWA Department of Human
Resources was divested of responsibility for administrative services, thus allowing it
to concentrate exclusively on transforming human resources management across the
Aqgency.

25. As regards the programme management lever, the Office of the Director of
Operational Support was established at the headquarters in Amman to lead a
strategic approach to programming; to promote cohesive programme effectiveness;
to support adherence to international standards in all sectors; to serve as a centre for
programme, policy and situational analysis; and to ensure that common themes
(such as protection, gender and a needs-based approach) are integrated across
programmes. The Office absorbed the erstwhile Policy Analysis Unit and initiated
work on establishing a programme management cycle as a useful framework for the
Agency’s service delivery.

26. In the area of leadership and management, a senior regional representative
based in the headquarters in Amman was recruited to strengthen the Agency’s ties
with the Governments of the Gulf and other Arab States and to broaden its donor
base in the region. Following a recommendation from a 2005 review, the Agency
also augmented its emergency management capacity by recruiting a headquarters-
based emergency programme officer. The capacity of the Executive Office was
boosted with the addition of one Professional position and initial steps were taken to
fill the position of Agency Spokesperson to further strengthen executive and
communication functions and boost stakeholder support. As regards the
organizational processes lever, preparations were completed for a comprehensive
information and communications technology review to be conducted with the
assistance of experts from the United Nations Secretariat. Besides improving
information and communications technology management and service delivery, the
review will prepare the ground for establishing an enterprise and resource planning
framework for UNRWA..

27. In the latter half of 2006, a number of programme and field initiatives were
undertaken to address shortcomings in service delivery, not least in the education
sector. The education programme launched an Agency-wide quality assurance
initiative to raise standards in all aspects of education, including in the management
of schools and in academic achievement. In Gaza, the “Schools of Excellence”
initiative was launched to clarify and tackle declining academic standards in
UNRWA schools. From an informal survey of the views of some 2,000 teachers,
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parents and students, it was found that the skills of a considerable number of
students in Arabic and basic mathematics were well below standards. While there
can be no doubt that educational achievement is affected by the very different
circumstances under which schools have operated in Gaza, the observations of
teaching staff have been understood to strongly underline the need to arrest and
reverse declining standards. This is a challenge that the Agency is committed to
addressing, including through the organizational development process.

Operational context

Emergency operations

28. Since 2000, UNRWA has administered an extensive programme of emergency
assistance for refugees affected by armed conflict, closures and the deteriorating
economic situation in the occupied Palestinian territory. In 2006, living conditions
in the occupied Palestinian territory deteriorated dramatically for the reasons
outlined in paragraph 12.

29. Demands on UNRWA emergency programmes consequently increased,
prompting the Agency to revise its emergency appeal from $95 million to
$171 million, enabling it to significantly expand its emergency assistance in the
occupied Palestinian territory. A revised emergency appeal was launched in May
2006 as part of a revised consolidated appeals process for the occupied Palestinian
territory.

30. By the end of 2006, the Agency had received $145 million, or approximately
84 per cent of the emergency funding requested. The funds supported the provision
of emergency food aid to 240,000 refugee families, or around 70 per cent of the
registered refugee population, and the creation of over 3 million work-days for
50,000 unemployed refugees. The inability of the Palestinian Authority to pay
public sector salaries had compelled UNRWA to extend its emergency relief
programmes to refugee families whose main breadwinner was employed by the
Palestinian Authority, adding 100,000 people to the rolls of its food distribution
system. Emergency operations also included cash assistance to impoverished
families, the reconstruction of destroyed shelters, the provision of health care
through mobile clinics to families facing access problems in the West Bank and a
programme of in-kind support to municipalities in Gaza, to ensure maintenance of
vital public facilities, including those for water purification, waste water and
sewage.

31. The Agency’s emergency programme in the Gaza Strip also provided shelter,
food and water to refugees affected by the main Israeli incursions into the Gaza
Strip during 2006. At one point, over 5,000 refugees were sheltering in UNRWA
schools because of the fighting in their villages and camps.

Refugee access

32. Citing security concerns, Israel continued to severely restrict the freedom of
movement of Palestinians during 2006. The Erez crossing between the Gaza Strip
and Israel was closed completely to all Palestinian labourers and traders on
12 March and was not reopened to them again during the year. The Rafah crossing
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between Gaza and Egypt was open for the first half of 2006 and then closed on
25 June, opening again for only 31 days (out of 189) during the rest of the year.

33. Access within the Gaza Strip was restricted by Israeli military operations
during the year, particularly during incursions into the northern part of the Strip.
According to the Office for the Coordination of Humanitarian Affairs, in the West
Bank there was an 11 per cent increase (from 475 to 527) in the number of physical
barriers in place on the routes used by Palestinians. The barriers effectively trisect
the West Bank, with each section subdivided into smaller enclaves. Movement
between the three main areas and the various enclaves is controlled by an
increasingly restrictive permit system.

34. The West Bank barrier continues to restrict the movement of Palestinians
living on either side of it. It is forecast that, if the barrier is completed as planned,
60,500 Palestinians living in 42 villages and towns will reside in “closed areas’ and,
if present policies are continued, they will require permits for access to their places
of residence. More than 500,000 Palestinians, who live within a 1-km strip east of
the barrier, will need to cross the barrier to get to their farms and jobs and to
maintain family contacts. Refugees make up some 30 per cent of those affected by
the barrier.

Saff security

35. The bombing of the United Nations Reporting and Evacuation Centre in Gaza
City by Palestinians on 1 January 2006 led to the temporary withdrawal of almost
all international staff from the Gaza field office because of security concerns. Most
of the Agency’sinternational staff from its Gaza headquarters remained in Jerusalem
and Amman because of security and access difficulties in Gaza. In the latter part of
2006, factional fighting for the first time became a serious threat to staff security.

36. During the conflict in Lebanon, non-essential staff and dependants of
international staff were relocated as the country moved to United Nations security
phases |1l and IV in different locations. The Agency’s remaining international staff,
along with staff of other United Nations agencies, were sequestered in hotels for the
duration of the war.

37. During the conflict, most local staff remained at their postsin order to provide
services to the refugee community, often taking great risks to travel to their places
of work during the weeks of aerial bombardment. One staff member, Abdul-Rahman
Sagher, 48, a sanitation labourer in Ein el-Hilweh Camp, was killed during an Israeli
air raid shortly after beginning his shift on the last day of the conflict.

38. The Agency is indebted to its staff and acknowledges their dedication and
loyalty in such difficult and often dangerous circumstances. It notes with regret that
the 14,500 local staff of UNRWA in the occupied Palestinian territory are the only
United Nations staff members working in the area who do not receive hazard pay.
The Agency continues to discuss this anomaly with United Nations Headquarters,
but had not resolved the matter by the end of the reporting period.
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L egal matters

Agency staff

39. The lsraeli authorities, citing security concerns, continue to restrict the
freedom of movement of UNRWA personnel in the occupied Palestinian territory.
The restrictions include the external and internal closure of the West Bank and the
Gaza Strip; prohibiting local staff in United Nations vehicles from using the Erez
crossing between Israel and the Gaza Strip or the Allenby Bridge, or from travelling
in Israel and parts of the occupied Palestinian territory annexed by Israel; and the
imposition of cumbersome procedures for obtaining permits for local staff to allow
them to enter Israel and East Jerusalem.

40. The lIsraeli authorities imposed other movement restrictions on UNRWA
personnel. Since April 2006, despite protracted negotiations, almost all international
United Nations staff holding Israeli service visas have been barred from crossing in
United Nations vehicles into Israel unless either accompanied by a diplomatic visa
holder or prepared to submit to a vehicle search that would violate the immunity of
the United Nations. Procedures at the Erez crossing often resulted in lengthy delays
on the Gaza Strip side of the crossing and in the unprotected area of the Palestinian
checkpoint, endangering staff members' safety. Local staff were often barred from
using the crossing altogether.

41. The restrictions are inconsistent with the Charter of the United Nations, the
1946 Convention on the Privileges and Immunities of the United Nations and the
1967 Comay-Michelmore Agreement, by which the Government of lIsrael is
obligated to “facilitate the task of UNRWA to the best of its ability, subject only to
regulations or arrangements which may be necessitated by considerations of military
security”.

42. In the Agency’s view, most measures did not relate to military security, but
were rather matters of police or administrative convenience. The Israeli authorities,
however, maintained that the restrictions were necessary to protect Israel against
terrorist threats.

43. In the West Bank, there was enhanced coordination through Israeli military
liaison officers, but, overal, staff movement became more restricted and
unpredictable as the number of Israeli checkpoints, road closures and other physical
obstacles increased over the reporting period.

44. In the Gaza Strip, the movement of staff members was affected by the rise in
inter-Palestinian violence. During Israeli incursions in the second half of 2006,
following the capture of Israeli corporal Gilad Shalit, access to affected areas was
restricted and sometimes inadequate.

45. Movement of local staff members through Rafah was relatively free until the
Palestinian attack of 25 June 2006 (see para. 10 above), after which it was severely
restricted. From 25 June to 31 December, the Rafah crossing was open only 15 per
cent of its scheduled hours. As a result, local staff were forced to wait for days, or
sometimes weeks, on the Egyptian side before re-entering the Gaza Strip.

46. Movement restrictions imposed by the lIsraeli authorities on the occupied
Palestinian territory have resulted in lost staff days, labour replacement costs and
associated administrative costs totalling approximately $349,000 for the period.
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47. During the reporting period, no significant movement restrictions were
imposed on UNRWA staff by the Governments of Jordan, Lebanon and the Syrian
Arab Republic or by the Palestinian Authority.

48. At the end of 2006, 13 staff members were still being detained, 8 of whom
were held by the Israeli authorities, 2 by the Palestinian authorities, and 1 each by
the authorities of Jordan, Lebanon and the Syrian Arab Republic. Despite repeated
requests made by the Agency in accordance with General Assembly resolution
36/232 of 18 December 1981, the Israeli authorities did not provide access to
detained UNRWA staff or any requested information concerning them. The Agency
was unable to ensure that rights and obligations flowing from the Charter of the
United Nations and the 1946 Convention were respected. Further, the lack of access
and documentary information hampered the Agency’'s ability to consider
disciplinary measures.

Agency services and premises

49. UNRWA is normally required to route its humanitarian shipments into the
Gaza Strip through the Karni crossing, except for construction materials, which
enter through the Sofa crossing. The Israeli authorities continued to impose transit
charges on UNRWA containers, amounting to $108,486 in 2006. In the Agency’s
view, the charge is a direct tax, from which it should be exempt under the 1946
Convention. In 2006, the Karni crossing was closed to containers for 139 of 270
working days. Even when the crossing was open, UNRWA was prevented from
moving containers in sufficient numbers to avoid incurring excess charges for
storage, demurrage and transportation. From late March to the end of the reporting
period, there was a constant backlog of empty containers stuck inside the Gaza
Strip. Of the $2.1 million incurred in charges for storage, demurrage and
transportation during the calendar year 2006, total excess charges amounted to
$1.4 million (of which $1.1 million was excess demurrage charges). Although
restrictions on movement of goods through the Karni crossing were often linked by
the Israeli authorities to security incidents and alerts, and although the Agency was
allowed to move goods into Gaza through the more expensive Sofa crossing on
some 14 days between September and December (and through the Kerem Shalom
crossing for donations from Egypt), the Agency considers that, for substantial
periods, the throughput was not consistent with the obligations of Israel under the
Comay-Michelmore Agreement and under article 59 of the 1949 Geneva Convention
relative to the Protection of Civilian Personsin Time of War.

50. During the reporting period, 46 Agency construction and infrastructure
projects in the West Bank and Gaza Strip, with an overall budget of $16.9 million,
were delayed or stopped altogether due to the restrictions on the movement of
personnel, vehicles and construction materials. In Lebanon, the entry of construction
materials to camps in the south is subject to approval from the Lebanese army, but it
did not cause delays during the reporting period, although it remains a cumbersome
procedure.

51. The Operations Support Officer programme continued in both the West Bank
and the Gaza Strip. The programme played an invaluable role in facilitating access
of staff members and UNRWA vehicles through checkpoints and to areas affected by
Israeli military operations;, in monitoring the humanitarian crisis among the
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Palestinian population; in the inspection of UNRWA installations; and in providing a
measure of protection to Palestine refugees.

52. The 1946 Convention provides that “the premises of the United Nations shall
be inviolable” and, under the Comay-Michelmore Agreement, Israel is obligated to
“ensure the protection and security of the personnel, installations and property of
UNRWA". However, in the West Bank, the Israeli military forcibly entered UNRWA
premises on nine occasions, and threw tear gas, stun grenades or sound bombs into
UNRWA premises on 10 occasions. Three UNRWA schools were hit by shelling or
gunfire from the direction of Israeli positions. In the Gaza Strip, during the first six
months alone, on 12 occasions, some of which were during school hours, shrapnel
from Israeli shelling in the north of the Gaza Strip landed inside UNRWA schools or
schoolyards. During Israeli incursions in July and November, extensive damage was
caused to five UNRWA schools, a health centre in Beit Hanoun and two UNRWA
warehouses in the Karni area. On 18 November, two schoolchildren in an UNRWA
school in Beit Lahia were injured during school hours by bullets fired from the
direction of positions occupied by Israel Defense Forces. During the hostilities in
Lebanon, one UNRWA medical installation in Nabatieh suffered material damage.

53. The Agency intends to submit to Israel claims for damage to its installations
totalling $96,000 for 2006, which would bring the total amount of claims for such
damages submitted to Israel since the beginning of the current intifada to
$1,048,000. Israel has not responded to these claims for damages, although in
response to some individual protests, Israel has denied or disputed responsibility for
causing damage.

54. In the West Bank, two incursions were carried out by Palestinian youths into
UNRWA schools. In the Gaza Strip, armed Palestinians hijacked two UNRWA
vehicles, one of which was later recovered, and on five occasions forcibly entered
and fired their weapons inside UNRWA installations. One teacher and three students
were wounded inside UNRWA schools by shooting during Palestinian armed clashes
and demonstrations. In cases involving Palestinian gunmen, the Agency protested to
and sought greater police protection from the Palestinian Authority.

55. There were no incursions into UNRWA premises in Jordan, Lebanon or the
Syrian Arab Republic.

Other matters

56. During the reporting period, pursuant to a 1996 agreement, the Agency was
reimbursed by the Palestinian Authority the sum of $26,154 for value-added tax paid
by the Agency. At 31 December 2006, the total amount of value-added tax still due
to the Agency from the Palestinian Authority was approximately $12.8 million. The
Palestinian Authority has continued to acknowledge that reimbursement of value-
added tax is due to the Agency.

57. The issue of reimbursement by the Government of Israel of port and related
charges incurred by the Agency in connection with goods imported to the Gaza Strip
and the West Bank through Israel is unresolved. The Agency’s position is that the
obligation to pay port and related charges remains with the Government of |Israel
pursuant to the terms of the Comay-Michelmore Agreement. The total amount of
port charges due to the Agency at 31 December 2006 was $27,756,193. That amount
includes the cost of container transit charges and excessive storage, demurrage and
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transportation charges (referred to in para. 49 above). To date, the Agency has
submitted claims for port charges totalling $26,079,335 to the Government of Israel.

58. During the reporting period, the Agency continued to be required to pay port
fees and other charges to the Syrian authorities, contrary to the 1948 Agreement
between the United Nations and the Government of the Syrian Arab Republic. In
2006, fees and charges totalling $19,890 were paid. While the Ministry of Foreign
Affairs has indicated that it would consider the matter, it remained unresolved at the
end of the reporting period.

L egal status of Palestine refugeesin the Agency’s area of operations

59. All Palestinians within the occupied Palestinian territory have their movement
tightly controlled by a complex Israeli permit and identity documents regime.
Refugees have access to Palestinian Authority services and voting rights equal to
those of other Palestinians.

60. Most refugeesin Jordan enjoy Jordanian citizenship, are able to work and have
access to Government assistance. Refugees who left the Gaza Strip in 1967, and
their descendants, have only temporary Jordanian passports.

61. In Lebanon, registered refugees are permitted to hold manual and clerical jobs,
but are effectively prohibited from certain professions, including medicine, law and
engineering, and have limited access to Government services. Welcome signs that
the Government is considering easing those restrictions have not resulted in
legislative changes. Refugees receive identity and travel documents of varying
duration, depending on their registration status. Those who reside in camps have to
apply for a permit before moving to other camps. Laws preventing Palestine
refugees from buying property remained in force.

62. Palestine refugeesin the Syrian Arab Republic have full access to Government
services and the labour market, but have no right to be naturalized or to vote. The
Government provided to Palestine refugees basic services such as education, health,
housing, utilities and social services.

Financial overview

Sour ces of funding

63. With the exception of the regular international staff posts funded by the
General Assembly through assessed contributions, UNRWA operations, projects and
emergency appeals are funded by the voluntary contributions of donors (see figure
I). The Agency’s project expenditure mainly consists of non-recurrent costs funded
by earmarked contributions for specific activities. Project funding supports,
complements and enhances the Agency’s regular activities and programmes.

11
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Figurel
Distribution of sources of funding by donor category and budget fund
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2. Expenditure

64. The Agency expended $598.7 million in 2006 against a total budget of $639
million on its regular budget, projects and emergency appeal activities. The largest
component was expenditure of $417.1 million under the regular budget, accounting
for nearly 70 per cent of total expenditure. Emergency appeal activities and projects
accounted for 23 per cent and 7 per cent, respectively. The microfinance and
microenterprise programme made up less than 1 per cent of total expenditure.

65. As in the past, education remained the largest programme in 2006, with a
budget accounting for almost 60 per cent of the total (see table 1). Health, relief and
social services, operational and technical services, and common services followed
with 18 per cent, 11 per cent, 5 per cent and 7 per cent, respectively.

12 07-28875



Al62/13

Table 1
UNRWA regular budget 2006

(millions of United States dollars)

Expenditure
Expenditure (percentage of Unfunded portion Unfunded portion

Budget (amount) total) (amount) (percentage)

Education 2715 246.0 59 25.5 9.4
Health 90.6 73.1 17.5 17.5 19.3
Relief and
social services 42.6 46 11 -3.4 -8
Operational
and technical
support 27.5 22 53 55 20
Common
services 40 30 7.2 10 25
Other 16.4 — — 16.4 —

Total 488.6 417.1 100 71.5 14.6

66. The unfunded portion of $71.5 million resulted from the difference between a
needs-based budget and the contributions donors were prepared to offer. The
shortfall necessitated the adoption of stringent austerity measures throughout the
Agency.

Figurell
Comparison of the budget and actual expenditure
(Thousands of United States dollars)

Budgeted and actual expenditure 2006
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Subprogramme overview

Performance report for sub-goal 1: education

67. The Agency’s education programme aims to provide Palestine refugees with
quality education and opportunities to acquire knowledge, skills, attitudes and
values that enhance their development as responsible citizens capable of making
informed decisions and a positive contribution to their society (see table 2).

68. The programme includes education at the elementary, preparatory and
secondary (in Lebanon only) levels for amost half a million children, technical and
vocational education, teacher training, placement and career guidance and a limited
number of scholarships. Highlights in 2006 included the following:

(@) A quality assurance framework for UNRWA schools was launched and
consultations were initiated on the “ Schools of Excellence” initiative in Gaza;

(b) A joint (health and education departments) review of the psychosocial
support programme was undertaken with the aim of improving its effectiveness;

(c) Plans to expand technical and vocational training in Gaza went ahead
despite considerable difficulties. The plans include the introduction of new courses
at the Gaza Training Centre and construction of a new training centre in Khan
Younis. A number of courses at the new centre will be specifically designed to
benefit women;

(d) UNRWA vocationa training centres achieved high pass rates in the
external comprehensive examinations, the average being 96.6 per cent. Three
centres scored 100 per cent results, with UNRWA trainees attaining the top positions
(8 out of 10 and 31 out of 40 at Amman Training Centre and Wadi Seer Training
Centre, respectively);

(e) A total of 200 (approximately 10 per cent) new places were created
through the drive to optimize vocational training without additional costs. More than
40 short-term courses were run to enable young refugees to be trained and employed
in seasonal occupations with high local labour market demands;

(f) The conflict in the occupied Palestinian territory and in 2006 in Lebanon
continued to fragment learning patterns for children and impair their educational
achievements. To safeguard the educational, emotional and social well-being of
pupils, UNRWA arranged extracurricular activities in drama, music, sports, theatre
and creative arts through funding made available by the United Nations Educational,
Scientific and Cultural Organization. Most activities were built around the Agency’s
extensive programme on human rights, conflict resolution and tolerance.
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Table 2
Performance by indicator s*

Expected accomplishments

Performance indicators

Achievements

Maintenance and improvement of
the quality of education provided to
the Palestine refugee population at
al levels by maintaining an
environment conducive to learning;
meeting the needs arising from the
natural growth in the refugee
population through upgrading and
construction of facilities; and
enhancing the skills and
competencies of the Agency’s
teaching and training staff.

Adaptation and improvement of
course content and curriculain the
general and technical education
programmes in order to match
developments in host countries.

Adaptation and improvement of
course content and curriculain
vocational training institutions to
meet changing market conditions.

(i) Maintenance of relatively high
pupil passratein the
elementary cycle

(ii) Maintenance of relatively high
pupil pass ratein the
preparatory cycle

(iii) Maintenance of relatively low

dropout rate in the elementary

cycle

Reduction in the dropout rate in
the preparatory cycle

(iv)

(v) Number of additional
educational facilities or other
infrastructure facilities
constructed or renovated

Number of education staff from
various categories (teaching
and non-teaching) trained

(vi)

(vii) Improvement in the pupil to
teacher ratio in the elementary
cycle

(viii) Improvement in the pupil to
teacher ratio in the preparatory
cycle

(ix) Number of schools operating on
adouble-shift basis

Percentage of the curricul a adapted/
improved relative to the total number
of modifications required

Percentage of the curricula
adapted/improved relative to the total
number of modifications required

Unit of measure: percentage
Target (2006): 96
Result (2006): 94.85

Unit of measure: percentage
Target (2006): 98
Result (2006): 95.5

Unit of measure: percentage
Target (2006): 0.5
Result (2006): 0.42

Unit of measure: percentage
Target (2006): 2.8
Result (2006): 2.55

Unit of measure: number of
facilities

Target (2006): 384

Result (2006): 293

Unit of measure: number of staff
Target (2006): 1,800
Result (2006): 1,790

Unit of measure: ratio
Target (2006): 36:1
Result (2006): 30.73:1

Unit of measure: ratio
Target (2006): 27:1
Result (2006): 24.1:1

Unit of measure: number of
schools

Target (2006): 470

Result (2006): 517

Unit of measure: percentage
Target (2006): 100 per cent
Result (2006): 100 per cent

Unit of measure: percentage
Target (2006): 100 per cent
Result (2006): 100 per cent

* The figures provided refer to the academic year 2005/06. The school year starts in September and ends in June of the

following calendar year.
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Significant activities

69. The launch of the quality assurance framework for UNRWA schools through
an international conference, organized jointly by the United Kingdom Department
for International Development and the Jordanian Ministry of Education, was

attended by over 200 participants from the Arab region. The framework is now in
operation Agency-wide.

70. As part of the quality assurance framework, the Gaza Field has embarked on
the Schools of Excellence initiative following extensive consultations with staff,
pupils, parents and the community at large. The initiative is built around the core
principles of:

» Remedial education support

* School governance

* Improving teaching and learning outcomes

« Active and ongoing engagement with parents and the community
» The elimination of corporal punishment and violence in schools
* Independent monitoring and evaluation

The initiative offers a systematic approach to redressing the deficiencies in Gaza's
education programme created by the ongoing conflict and emergency situation.

71. In July, 26 UNRWA schools offered emergency accommodation to
approximately 4,500 people during the conflict in Lebanon. Early recovery activities
were undertaken to minimize the effect of the conflict on children’s education and
the community. They included:

» The provision of school supplies for children in affected areas

* Psychosocial support

 Recreational therapy

« An unexploded ordnance awareness campaign for children and teachers
« Early repairs of schools, furniture and water storage systems.

72. UNRWA worked diligently with non-governmental organizations and other
United Nations agencies in ensuring that schools started on time so that the impact
on children’s education was minimized. Rapidly returning to a normal routine also
had emotional benefits for pupils.

73. A high-level review covering the issues of safety, security and protection of
children in UNRWA schools was conducted. More than 2,000 UNRWA staff
members, parents and children were interviewed to develop an in-depth
understanding of the prevalent system of rewards and sanctions in schools, its
relevance to student motivation and demotivation and its implications for classroom
learning experiences. A “Safe and Stimulating Schools” campaign is planned in
response to the findings.

74. As part of the Agency’s efforts to improve all programme effectiveness under
its organizational development initiative, the education programme is developing
new monitoring and evaluation tools that will measure performance at the
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classroom, institutional and field-management levels and thus better quantify the
outcomes of the programme.

75. An external evaluation has been commissioned to measure the impact of the
UNRWA human rights, conflict resolution and tolerance programme. Student
parliaments are known to have had a significant impact on school discipline,
parental engagement and, above all, developing societal, democratic and civic
values for UNRWA students.

Performance report for sub-goal 11: health

76. The goal of the health programme is to protect, preserve and promote the
health status of Palestine refugees within the Agency’s area of operations. It pursues
this goal within the available means and in a manner consistent with the principles
of the United Nations, the basic concepts and strategic approaches of WHO, the
health-related Millennium Development Goals and the standards set out in the
Convention on the Rights of the Child. Highlights include the following:

(@) Medical consultations provided to refugees rose by 4.8 per cent, to 8.8
million (see figure I11). The number of refugees receiving hospital treatment grew
by 11.4 per cent, to 68,986, while dental consultations increased by 4.3 per cent, to
683,898;

Figure Il
Utilization of curative medical services 1995-2006
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(b) The number of newly registered pregnant women increased by 4.8 per
cent, to 91,889; those receiving post-natal care rose by 3.4 per cent, to 76,813; and
the number of family planning acceptors grew by 6.5 per cent, to 116,336 (see
figure 1V);

Figure IV
Correlation between number of pregnant women and family planning acceptors
1995-2006
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(c) The number of patients with non-communicable diseases under
supervision at UNRWA health facilities increased by 15.1 per cent, to 146,092;

(d) Four postgraduate fellowships were sponsored fully or partially by
UNRWA in 2006;

(e) A study was conducted in the Gaza and West Bank fields on the
prevalence of anaemia among children aged between 6 and 36 months and pregnant
women;

(f) Five joint planning and evaluation meetings of programme and
subprogramme managers in headquarters and the field were held,;

(g9) A workshop on operations research was held for 13 senior staff from
headquarters and the field at the WHO Eastern Mediterranean Regional Office;

(h) Two UNRWA headquarters health staff members were trained on
Geographic Information Systems at the WHO Eastern Mediterranean Regional
Office.

2006

91898
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Table 3
Health: performance by indicator

Performance indicator Target Result

Infant mortality rate per 1,000 live births 22 22

Child mortality rate per 1,000 live births 25 24.4
Pregnant women registered at UNRWA maternal and child health clinics 60 per cent 65.8 per cent
during first trimester (out of all pregnant Palestine refugee women)

Pregnant women who paid at least four visits to clinics during the 90 per cent 90.8 per cent
antenatal period

Babies delivered by trained personnel 98 per cent 99.7 per cent
Women receiving post-natal care 96 per cent 93.3 per cent
Prevalence of contraceptive methods among mothers of infants O to 55 per cent 55.4 per cent
3 years of age attending UNRWA maternal and child health clinics

Total fertility rate 3.2 3.2

Pregnant women protected against tetanus

12-month-old infants fully immunized

18-month-old infants receiving all booster doses

Incidence of neonatal tetanus and poliomyelitis

Cure rate of smear positive TB cases

Average daily medical consultations per doctor*

Camp shelters with access to safe water

Refugee shelters connected to underground sewerage system

Female medical personnel

Above 95 per cent
Above 95 per cent
Above 95 per cent
0

100 per cent

70

98 per cent

85 per cent

50 per cent

98.7 per cent
99.4 per cent
99.4 per cent
0

100 per cent
95

99.7 per cent
84 per cent

30.6 per cent

* The workload at UNRWA primary health-care facilities was reduced from an average of 110 patients in 2005 to 95 patients
per medical officer by the end of 2006 owing to a decrease in the load in the Gaza field from 137 to 95 and the reduction in
the Jordan field from 106 to 92 after the recruitment of additional medical officers. The highest workload was observed in the
West Bank field (108 patients per medical officer per day) and the lowest in the Lebanon field (83).
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Significant activities
77. During 2006, family planning services and maternal health-care services
benefited from a new health management information system in all 127 UNRWA

health centres. Among its advantages, the new system alows for the rapid
interpretation of health-related data and the evaluation of medical outcomes.

78. At the end of 2006, the health programme introduced a Geographic
Information System at the headquarters level. The new system provides a
framework for managing a broad range of challengesin public health, in particular:

* Assessing health service availability and accessibility

» Mapping health events and identifying disease clusters

« Conducting real-time disease surveillance

 Stratifying risk factors and identifying population at risk
« Monitoring and resource mobilization.

79. A new risk-assessment tool was introduced in the non-communicable diseases
clinic in the last quarter of 2006. The objective is to better evaluate patients under
care for diabetes and hypertension and to assess their likelihood of developing
complications, such as cardiovascular diseases, by considering their lifestyle and
other risk factors. Risk assessment is used at UNRWA clinics to establish priorities
for secondary prevention strategy, which comprises the promotion of lifestyle
changes and the management of cardiovascular risk factors by means of medical
treatment.

Performance report for sub-goal 111: relief and social services

80. The goal of the Agency’s relief and social services programme is to provide a
social safety net for the most impoverished Palestine refugees and to promote the
self-reliance of less advantaged members of the refugee community, especially
women, the elderly, youth and those with disabilities. Services provided by the relief
and socia services programme include food support; shelter rehabilitation and cash
assistance to families living in conditions of special hardship; community-based
social services, access to subsidized credit; and the maintenance, updating and
preservation of records and documents of 4.3 million registered refugees. Highlights
include the following:

(@) Revised bilingual consolidated eligibility and registration instructions
were finalized and issued in 2006. The instructions provide for the extension of
services to the families of registered refugee women married to non-refugees;

(b) In the process of developing and implementing a “poverty-based”
approach for special hardship food aid distributions, the results of the first in-depth
socio-economic survey of 3,603 families living in conditions of special hardship
were analysed for policy implications and disseminated to donors, host authority
representatives and relevant staff;

(c) The first social services policy and guidelines, designed to clarify and
streamline policy issues with regard to the delivery of social services, was finalized,;
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(d) The caseload for social workers was reduced from 250 to 200 cases per
social worker in order to enhance the ability of social workers to provide quality
services in amore efficient and effective manner;

(e) The 2-year certified education programme, which was developed in
partnership with Southern Illinois University, continued to upgrade the technical
capabilities of social workers;

(f) The value of the safety net food package ($95.40) for families living in
conditions of special hardship in Jordan, Lebanon and the Syrian Arab Republic
continued to fall short of the targeted $110 per refugee per annum owing to lack of
funds;

(g) Selective cash assistance was severely curtailed by Agency-wide
austerity measures during the year, falling by almost 90 per cent;

(h) During the year, the rehabilitation of 778 shelters for special hardship
cases was completed, representing 8.6 per cent of the total 9,000 shelters identified
as being in need of rehabilitation;

(i) The worsening socio-economic conditions in the Gaza Strip and West
Bank contributed to increasing demands for emergency cash assistance by desperate
refugee families;

(i) Around 650 Palestine refugees from Iraq in the Syrian Arab Republic
were granted UNRWA service cards, alowing them to benefit from primary health
and education services;

(k) The Palestine Refugee Records Project engaged a local company to
develop software for the Agency’s new refugee registration information system,
which will computerize the records of 4.4 million refugees. Since 2005, 6.2 million
of 11 million documents have been scanned and stored.

Relief and social services: performance by indicator

Achievements

Expected accomplishment Performance indicator 2006 target 2006 result

Improved quarterly delivery  Percentage of food rations and 100 per cent A quarterly average of 236,009

of food rations and cash cash subsidies distributed in beneficiaries received their

subsidy “safety net” support relation to the projected ceiling rations and cash subsidies,

to special hardship case representing 99.4 per cent of

families the yearly projected ration/cash
subsidy ceiling (237,344)

Improved quality of Satisfaction level of special 100 per cent  The satisfaction level of

services
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hardship case families with the
quantity of the food/cash
basket

families stood at 51 per cent,
asrevealed in the survey
conducted by the senior
poverty adviser by end of 2005
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Achievements

Expected accomplishment Performance indicator 2006 target 2006 result
Increased provision of Percentage of increase in Specia 1,230 (2 per cent) of the total
selective cash to refugee number of special hardship hardship case numbers of special hardship
families facing emergency case and non-special hardship families: case families benefited; 51
financial crisisin atimely case families receiving cash 25 per cent non-special hardship case
manner assistance in relation to the ) families were assisted,
previous reporting period Non-special  renresenting 2.7 per cent of all
hardship case  \on_gpecial hardship case
families: families. The target was not
2 per cent

Maintained ability to keep
up-to-date computerized
registry of all registered
refugees through timely
verifications and
modification transactions

Increased development
opportunities for women

Greater access to services
and opportunities for
persons with disabilities

Greater access of children
and youth to educational
cultural and recreational
activities

Increased provision of
credit and skills training
opportunities to refugees

Percentage of modifications
and verifications processed for
refugees and Governments,
United Nations agencies or
valid officials

Percentage of new registrations
processed by headquarters
within two weeks

Number of women benefiting
from skills training activities

Number of persons with
disabilities receiving direct
rehabilitation services

Number of children
participating

Number of clients benefiting
from loan products

100 per cent

100 per cent

7,000

11,000

50,000

2,200

achieved owing to the
Agency’s imposed austerity
measures

505,837 modification
transactions completed and
132,871 verification requests
processed, equal to 100 per
cent completion of all requests
received

257 new registration requests
were approved by the
department of relief and social
services, representing 43 per
cent of total pending, received
and rejected applications

8,915 (27 per cent increase)

14,714 (33 per cent increase)
due to the prevailing situation
in Gaza and the West Bank,
where the demand for direct
rehabilitation services
increased beyond expectations

56,311 (12 per cent increase)

1,914 (13 per cent decrease).
Target was not met owing to
the current situation in Gaza
and West Bank
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Significant activities
Relief services

81. Asaresult of the Agency-wide special hardship case survey and an analysis of
poverty data from all fields (except Lebanon), field-specific absolute and abject
poverty lines were developed, income thresholds and eligibility criteria for special
hardship case families revised accordingly and new payment schemes proposed.

82. Following the decision to recognize the entitlements of family members of
refugee women married to non-refugee men, 90,446 people were enrolled as
non-refugees eligible to receive UNRWA services. Most of this increase was
precipitated by the drastic economic decline in the occupied Palestinian territory.

83. In cooperation with two international non-governmental organizations, the
Rafah women’'s programme centre established a dairy production unit, where 45
women from all over the Gaza Strip were trained on how to make and preserve dairy
products.

84. The women’'s programme centre in Camp No. 1 in Nablus, West Bank,
launched its own website. The site was developed to increase the local and
international community’s awareness of the centre’s objectives and activities and to
provide information on the locality the centre serves.

85. The disability programme conducted a new survey in all refugee camps in the
West Bank. The study gathered information on the number of people with
disabilities and on age, gender, type of disability, causes of disability and the
services provided and needed.

86. A total of 71 Palestinian clubs and youth centres in Lebanon produced a report
detailing their structure, main activities, services and capacity-building needs.

87. A total of 1,914 individuals benefited from the subsidized loans disbursed
under the microcredit community support programme. Sixteen community-based
organizations have been trained to offer and manage credit programmes, from which
1,254 female refugees have received loans. In addition, the apprenticeship
programme in the West Bank helped 190 special hardship case families.
Unfortunately, owing to the continued unrest in the Gaza Strip, the microcredit
community support programme has not been launched there.

Performance report for sub-goal 1V: microfinance
and microenterprise

88. The goal of the Agency’s microfinance and microenterprise programme is to
promote human and economic development and alleviate poverty. This is achieved
through the provision of credit for small businesses, microenterprises, household
consumption and housing needs. The programme aims to improve the quality of life
of microenterprise owners, sustain jobs, reduce unemployment and poverty, build
household assets, improve housing stock, empower women and provide economic
opportunities for youth. Highlights include the following:

(@) In 16 years, the programme has financed over 126,000 loans totalling
$131 million. It is the leading microfinance provider in the occupied Palestinian

23



A/62/13

24

territory and is now pioneering the development of urban microfinance in the Syrian
Arab Republic;

(b) The programme’s base loan capital increased by $2 million thanks to an
earmarked contribution that will enable the programme to increase its credit
outreach to the agriculture and food-processing sectors;

(c) The programme extended its branch network to 13 offices in 2006 and
will add an additional five offices in Jordan and the Syrian Arab Republic in 2007;

(d) In 2006, the programme successfully tested its new housing microfinance
loans product in Gaza. While the product was piloted under the least auspicious
conditions, the quality of the portfolio was remarkable, characterized by an annual
repayment rate of 100 per cent and a portfolio-at-risk of less than half a percentage
point. However, this was achieved by maintaining very stringent financial and
collateral conditions that limited the reach of the product;

(e) The programme began the expansion of its activities in the Syrian Arab
Republic by introducing its women-only, solidarity group lending product. Staff
members are recruited and training is under way. The new product will be retailed at
the programme’s Yarmouk branch offices before being extended to all branch offices
in the country;

(f) The programme continued the administration and development of the
PalFund trust fund, which is supported by the Organization of the Petroleum
Exporting Countries Fund for International Development. By the end of 2006, it had
financed 7,282 microenterprise loans valued at $7.27 million in the occupied
Pal estinian territory from atrust fund capital of $2.37 million;

() The programme continued to develop its transparency and disclosure
through microfinance stakeholding institutions, including the Consultative Group to
Assist the Poor, Sanabel — Microfinance Network for Arab Countries and the
Palestinian Network for Small and Microfinance. It has persisted in benchmarking
its activities with global, regional and local microfinance institutions through its
quarterly and annual participation in the M1 X market and by undertaking a biennial
rating by a microfinance rating institution, the most recent being in 2005 by Planet
Rating;

(h) The programme is also improving its social performance management by
training key staff in performance and impact assessment methodol ogies and building
a framework for reporting, analysis, monitoring and evaluation of microfinance
outcomes and impact on clients. To ensure external validation of this activity, an
annual impact assessment is carried out by an external firm providing social
performance management or impact assessment studies.
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Table 5

Microfinance and microenterprise: performance by indicator

Achievements

Expected accomplishment Performance indicator 2006 target 2006 result
Microenterprise credit
Increased business Number of loans disbursed 28,880 11,264
development and income- . o o
generating opportunities Total value of loans financed $30.30 million $12.45 million
Improved outstanding Number of active loans 10,000 8,626
portfolio and humber of ) o o
active loans Total value of active loans $10 million $5.74 million
Repayment rate 97 per cent 92 per cent
Solidarity group lending
Increased capacity of Number of loans disbursed to 8,400 1,778
women microentrepreneurs  women
Total value of loans financed $4.32 million $1.06 million
Improved outstanding Number of active loansto 4,700 2,226
portfolio for women clients  women
Total value of active loans $1.5 million $0.64 million
Repayment rate 97 per cent 83 per cent
Consumer lending
Increased financial services Number of loans disbursed 12,600 821
to poor people unable to ) . -
access bank credit Total value of loans financed $7.56 million $0.47 million
Improved outstanding Number of active loans 5,000 1,280
portfolio for consumer ) . -
clients Total value of active loans $3.8 million $0.4 million
Repayment rate 97 per cent 74 per cent
Housing loans
Increased financial services Number of loans disbursed 306 145
to householders unable to ) o o
access mortgages Total value of loans financed $1.62 million $0.93 million
Improved outstanding Number of active loans 300 145
portfolio for home-owner ) o o
clients Total value of active loans $2 million $0.8 million
Repayment rate 97 per cent 100 per cent
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Achievements

Expected accomplishment Performance indicator 2006 target 2006 result
Small-scale enterprise
Increased devel opment Number of loans disbursed 1,320 15
opportunities for small- . o o
scale enterprises Total value of loans financed $14.4 million $0.13 million
Improved outstanding Number of active loans 400 74
portfolio . . .
Total value of active loans $15 million $0.36 million
Repayment rate 97 per cent 64 per cent
Significant activities
89. The economic decline in the occupied Palestinian territory in 2006 resulted in
a significant decrease in the money supply and created a credit squeeze that had a
significant impact on the microenterprise sector. As a result, the general outreach of
the programme declined in 2006. That development was precipitated by a huge
decline in Gaza, where, for the first time ever, programme outreach fell below that
of the West Bank.
FigureV
Annual number of loans financed by region
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90. As aresult of the significant market decline, the operational self-sufficiency
rate of the programme fell to 69 per cent, with a net operating loss of $1.06 million,
mostly attributable to losses of $997,096 in the programme’s operations in Gaza.
While the situation in Gaza was made more difficult by the greater dependency of
its economy on public sector investments and wages, inter-Palestinian violence in
the second half of 2006 also contributed to economic decline, increased insecurity
and business risk.

91. Despite a similar, if less severe, compression in the economy of the West
Bank, the programme’s operations improved during the period under review.
Although the programme did not meet its target of covering al costs from its
operating income, the operational self-sufficiency rate in the West Bank increased to
86 per cent in 2006. The most significant improvement was in Jordan and the Syrian
Arab Republic, which achieved operational self-sufficiency rates of 109 and 119 per
cent respectively, enabling both fields to produce a net profit and, for the first time,
to cover their share of administrative costs.

92. The current decline is of the same order of magnitude as that which faced the
programme following the outbreak of the second intifada in September 2000. In
2006, the programme financed just 14,023 loans worth $15.03 million, significantly
below its performance targets. Some 36 per cent of financing was in the West Bank,
31 per cent in Gaza, 19 per cent in Jordan and 13 per cent in the Syrian Arab
Republic. In order to reverse or mitigate that trend, the programme has embarked on
a rapid extension of the branch office network in Jordan and the Syrian Arab
Republic. At the same time, it will introduce new products in the West Bank, Jordan
and the Syrian Arab Republic to compensate for the loss of outreach in Gaza. The
measures are in addition to a staff reduction of 20 per cent.

Figure VI
Annual lending of the microfinance and microenter prise department
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93. Asaresult of the current crisisin Gaza, the programme has fallen significantly
short of its performance targets for 2006 and its loan financing goals set out in the
UNRWA medium-term plan for the period 2005-2009. It is expected, however, that
even if the situation in Gaza continues to deteriorate in 2007 and 2008, the measures
outlined above will enable the programme to recover lost ground.

94. As part of its commitment to meeting the United Nations challenge to build
inclusive financial systems for the poor, UNRWA is now examining the prospects of
incorporating safe-savings products into microfinance services for the poor. The
introduction of new banking software in 2007 will make such an expansion of its
services much simpler to introduce and more efficient to manage.
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