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Section 1: MDLF and its Activities 
 

The Local Government Units Development and Lending Fund (MDLF), established 
in accordance with Cabinet Decree No. 05/13/12 dated August 2007, is a semi-
governmental juridical independent organization aiming at accelerating Palestine’s 
drive toward self-sustained, decentralized, prosperous and creditworthy local 
government units. The main objective of MDLF is to encourage the flow of financial 
resources to Local Government Units (LGU). According to Decree by Law No. 25 
dated November 10, 2016, MDLF shall undertake the following missions: - 

 Management of funds received through support from the Palestinian National 
Authority (PNA) or provided by donor countries or any other sources in 
compliance with the terms and conditions specified in MDLF's internal 
bylaws. 

 Assist local authorities develop their capacities in compliance with the bases 
of modern management practices to help them provide better services to the 
public. 

 Guide assistance from donor countries and provide modern fiscal services to 
support and develop the services offered to local authorities and to improve 
their credit abilities. 

 Encourage local authorities to adopt developmental projects to expand their 
geographic jurisdiction so as to serve their developmental plans. 

 Facilitate and provide loans to local authorities and follow up the expenditures 
thereof from their revenues. 

 

MDLF is structured to ensure an efficient, transparent, and professional 
institution capable of fulfilling its mission and objectives, and comprises a Board 
of Directors, executive departments, and other advisory committees. 
 
The Board of Directors is the policy and strategy setting authority responsible for 
the direction and performance of MDLF. The Board comprises nine voting directors 
and includes representatives of the core ministries involved in utilizing the fund 
including the Ministry of Local Government (the Minister is the Chairman of the 
Board), the Ministry of Finance and Planning, and the Ministry of Public Works 
and Housing, in addition to the Head of Association of Palestinian Local 
Authorities (APLA), two members from the local authorities, the Captain of 
Palestinian Engineers, the Palestine Monetary Authority and a member from the 
civil society. 
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Section 2: MDP III and its Financing 

 
Municipal Development Program - Phase III (MDP III), is supported by certain 
financing partners (Financing Partners); the World Bank-International 
Development Association (IDA), the Partnership for Infrastructure Development 
in the West Bank and Gaza Multi-Donor Trust Fund (MDTF) through the World 
Bank, Kreditanstalt für Wiederaufbau (KfW), the Deutsche Gesellschaft für 
Internationale Zusammenarbeit (GIZ), the Netherlands (through VNG 
International), the Switzerland (through the Swiss Federal Department of Foreign 
Affairs (FDFA)), the European Union (EU) and, the Agence Française de 
Development (AFD). Further, it has been agreed with AFD to invest the residual 
fund from AFD contribution in MDP II in the amount of EUR 875,000 in 
Component 1 of the MDP III.  In addition, in accordance with a memorandum of 
understanding dated December 7, 2017 signed among the Palestinian National 
Authority (PNA), the Financing Partners and MDLF concerning the support for 
implementation of MDP III, PNA has committed to contribute at least 10% of the 
Financing Partners’ total committed fund plus the residual fund from PNA 
contribution in MDP II. 
 
Objective of MDP III 
 

Enhance the institutional capacity of municipalities in the West Bank and Gaza for 
more accountable and sustainable service delivery. 
 
Description of MDP III 

 

The MDP III is aligned with the PNA's long-term strategy to consolidate and 
strengthen service delivery in the local governance sector towards financially 
sustainable LGUs, as specified in the MoLG’s Sector Strategy 2017-2022. 
 
The MDP III is at the center of a series of interlocking interventions by the multi 
donors in collaboration with the central government to strengthen the institutional 
development, accountability and financial sustainability of local governance and 
service delivery in Palestine. 
 

The MDP III will consolidate and scale up past gains under MDP I and MDP II in 
municipal performance and accountability enhancement and will start enabling the 
environment for municipal partnerships with the private sector to improve the 
efficiency and sustainability of municipal services.The total cost of the MDP III 
amounts to EUR 102,883,800 – out of which EUR 51,049,083 will be utilized in cycle 
I, and EUR 51,834,717 will be utilized in cycle II. 
 

MDP III has been lunched in 2017 with four original components (1 to 4 below). 
Subsequently, on June 17, 2019 an agreement was signed between IDA  and the 
Palestinian Liberation Organization, for the benefit of Palestinian Authority (PA), to 
finance a new component lunched under MDP III, entitled “Component 5: Support to 
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Gaza Municipalities”, in the amount of USD 10,000,000. The expected closing date of this 
agreement is February 28, 2022. In addition, in 2021, four new financing agreements have 
been signed between MDLF and certain Financing Partners, as further stated in MDP III 
Agreements with Financing Partners table below, to finance a new component under 
MDP III, entitled “Component 6: Emergency Municipal Response to COVID-19 
pandemic”. Details of MDP III components are follow: 
 

Component 1 - Municipal Performance and Service Delivery 
 

Previous MDP phases financed municipal infrastructure and service delivery 
through the provision of basic block and performance-based grants, and provided 
demand-driven capacity development support for municipalities. This approach 
was very innovative at design and has shown to be highly effective. The MDP III 
will continue this overall approach while focusing more on improving financial 
sustainability and accountability in municipal service provision.  
 

Component 2 - Capacity Development 
 

This component will continue to strengthen municipal capacity in MDP three 
performance areas: i) financial sustainability, ii) institutional performance, and iii) 
transparency, accountability and participation. In addition, specific attention will 
be directed to higher order needs of municipalities that will enable municipalities 
to improve their financial sustainability and credit worthiness, strengthening other 
core municipal functions as well as strengthening of their social accountability to 
their citizens and stakeholders. 
 

Municipal capacity development activities will continue to be identified by 
municipalities and MDLF to enable municipalities to achieve results and improve 
their performance. The performance measuring system will be applied to identify 
relevant capacity building activities to the municipality, which will be delivered to 
improve capacity and sustain results achieved. 
 

Component 3 - Municipal Partnership Projects 
 

This component will provide technical assistance and project financing to 
municipalities to engage more effectively with the private sector, and work across 
administrative boundaries to develop joint and/or innovative investments for 
municipal service delivery and local economic development.  
 

• Sub-Component A: Private Sector Partnership Support. In order to better leverage 

private sector engagement, this component will support municipalities to identify, 

develop, and structure opportunities for private sector participation in municipal 

service delivery and local economic development on a demand-driven basis.  
 

• Sub-Component B. This sub-component will finance top-up payments 

complementary to the grant allocations under Component 1 to incentivize municipal 

joint and/or innovative investments based on municipal demands to leverage 

economies of scale for municipal investments and facilitate financially sustainable 

municipal investments. 
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Component 4: Project Implementation Support and Management 
 

This component will finance goods and consultant services for monitoring and 
evaluation, outreach and communication and local technical consultants for the 
engineering supervision of Component 1 and the MDLF management fee. 
 

Component 5: Support to Gaza Municipalities 
 

This component will finance the costs associated with the scaling-up of MDP III 
support to Gaza municipalities to enable them to expand local services provision 
through labor-intensive Operation and Maintenance (O&M) and municipal 
infrastructure development activities. 
 

Component 6: Emergency Municipal Response to COVID-19 pandemic 
 

This component will scale up MDP III support as an emergency municipal response 
to the COVID-19 pandemic through carrying out temporary labor-intensive public 
works related to O&M and infrastructure projects, that will enable municipalities 
to sustain a minimum level of services and provide employment support for lost 
incomes. 
 

 

MDP III Agreements with Financing Partners: 
 

Financing Partner Fund Amount Signature Date 

IDA  USD 16,000,000 September 18, 2017 

MDTF   USD 20,000,000 November 27, 2017 

AFD (Cycle I) EUR 4,000,000 April 26, 2017 

FDFA  EUR 4,818,000 November 6, 2017 

GIZ EUR 150,000 December 5, 2017 

VNG EUR 1,200,000 October 2017 

KfW EUR 40,000,000  December 12, 2018 

Saving from AFD contribution in MDP II EUR 875,000 - 

AFD (Cycle II) EUR 10,000,000 June 17, 2019 

MDTF Additional Contribution USD 5,000,000 June 17, 2019 

GIZ (Cycle II) EUR 600,000 November 28, 2019 

EU EUR 10,000,000 November 8, 2020 
Component 5: Support to Gaza Municipalities 

IDA Additional Contribution USD 10,000,000 June 17, 2019 
Component 6: Emergency Municipal Response to COVID-19 pandemic 

IDA- Additional Financing for Covid 19 USD 15,000,000 April 1, 2021 

MDTF- Additional Financing for Covid 19 USD 10,000,000 April 1, 2021 

AFD- Additional Financing for Covid 19 EUR 10,500,000 April 1, 2021 

KfW- Additional Financing for Covid 19 EUR 22,000,000 April 1, 2021  
 

* In addition to the funds of these agreements, at least 10% of the total of these funds has been 
committed to be contributed by PNA plus the residual fund from PNA contribution in MDP II.  
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Pandemic Uncertainty 

During the year 2020, Corona Virus (COVID 19) has spread globally and has 
substantially impacted the global economy. As a result of the continuous impact of 
COVID 19 on the global economy and on the various sectors and accompanying 
restrictions imposed in Palestine and the World related to transportation, travel and 
quarantine, it is possible that MDLF’s activities and projects may be affected. 
 
The extent and duration of these impacts remain uncertain and dependent on future 
developments that cannot be accurately predicted at the present time. The management 
of MDLF has adopted an emergency plan, and mechanisms have been put in place to 
continue its works as needed. Note that future developments may have an impact on 
future financial performance, cash flows and the financial position of MDLF and its 
projects. 
 
 
.  
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Annex I: Interim Financial Report (IFR) 
 

 






























































































































































































































































































































