


Public Shareholdings Compliance with Corporate Governance Principles ”Reality  and Promoting Mechanisms”2

Public Shareholdings Compliance with Corporate Governance 

Principles ”Reality  and Promoting Mechanisms”



Public Shareholdings Compliance with Corporate Governance Principles ”Reality  and Promoting Mechanisms”3

Aman Coalition wishes to extend deep gratitude to researcher, Mr. Ibrahim Abu Hantash for preparing this 
report and to Dr. Azmi Al-Shuaibi and AMAN’s team for their supervision, review and editing.

© All rights reserved to AMAN Coalition for Integrity and Accountability (AMAN)

When quoting, please refer to this publication as follows: Coalition for Integrity and Accountability (AMAN). 
2021. Compliance of Public Shareholdings with Governance Principles: Reality and Promotion Mechanisms. 
Ramallah – Palestine

AMAN Coalition for Integrity and Accountability has exerted due diligence to verify and validate the infor-
mation reported herein and does not bear any responsibility for the use of such information for any purpose 
other than the purposes of this study following its publication.



Public Shareholdings Compliance with Corporate Governance Principles ”Reality  and Promoting Mechanisms”4

Table of Contents

1. Report Background ...................................................................................................................4
1.1. Introduction ..........................................................................................................................4
1.2. Why this report? ....................................................................................................................4
1.3. Entities targeted by the report: ................................................................................................5
1.4. Methodology .........................................................................................................................5
1.5. Report Structure ....................................................................................................................5
1.6 .Work mechanism during the pandemic (COVID-19) ................................................................6
2. Corporates’ Regulatory Framework and Evolution of Corporate Governance in Palestine ..............6
2.1. Corporates’ Regulatory Framework:........................................................................................6
2.2. Companies’ Act of 1964 .........................................................................................................6
2.3. Consistency of Companies Act with Governance principles ......................................................7
2.4. Consistency of Securities Act with Corporate Governance Principles ......................................10
2.5. Development of Corporate Governance in Palestine ...............................................................11
2.6. Role of Stakeholders in Promoting Compliance with the Codes ..............................................14
3. Listed companies’ level of compliance with the Code of Corporate Governance: ........................19
3.1. Comparison of the situation of listed companies in Palestine in 2010 and 2019 ........................19
3.2. Compliance with the principles applicable to the meetings of general assemblies: ....................20
3.3. Compliance with equal stockholders’ rights (mandatory principle) ..........................................20
3.4. Compliance with the principles related to the board and executive management .......................21
3.5. Compliance with auditing principles .....................................................................................23
3.6. Disclosure principles: ...........................................................................................................24
3.7. Relation with other stakeholders: ..........................................................................................24
4. Challenges to compliance with the Code of Corporate Governance ............................................31
5. Findings and Recommendations: .............................................................................................35
5.1. Findings  ..................................................................................................................35
5.2. Recommendations: ..............................................................................................................39
References:  ..................................................................................................................41
Annexes  ..................................................................................................................43



Public Shareholdings Compliance with Corporate Governance Principles ”Reality  and Promoting Mechanisms”5

1. Report Background

1.1. Introduction

Government bodies, shareholders and investors increasingly focus on corporate governance as they 
realized its positive outcome on companies’ performance, growth and development in addition to at-
tracting investors and looking after stakeholders’ interest. In other words, corporate governance im-
proves the investment environment, promotes investment and increases economic growth. Theoret-
ically speaking, many relevant activities began to appear in Palestine, including the preparation of 
companies’ governance rules code in 2009 with participation of the private sector, relevant NGOs 
and civil society organizations, represented by Aman Coalition, through its commissioner, Dr. Azmi 
Shuaibi. The present report has been prepared one year after the issuance of the Corporate Governance 
Code to shed light on companies’ compliance with the principles set forth in the code and assess the 
challenges and causes of non-compliance. 

1.2. Why this report?

The report focuses on a critical issue, namely: public shareholdings’ compliance with corporates’ gov-
ernance in Palestine because of the socioeconomic dimensions of this issue of interest to many citizens. 
The report is also timely as it appeared during the outbreak of COVID-19 and its huge effect on com-
panies operating in Palestine. It aims to achieve two goals:

I. Assess public shareholdings’ compliance with the Corporate Governance Rules Code in 
Palestine, relating to the Code’s six chapters, as shown in the next figure (Figure 1): General 
assembly meetings; shareholders’ equal rights; corporate management, auditing, disclosure 
and transparency; other stakeholders.

II. Promote governance in public shareholdings via policy recommendations to boost the role 
of official stakeholders, mainly oversight agencies, namely: Capital Market Authority; 
Companies Registrar; Palestinian Monetary Authority and community oversight of publish 
shareholdings, which provide public services on behalf of the government. 

Figure (1): Public Corporate Governance Principles

Source: Prepared by researcher based on Palestinian Capital Market Authority (2009), Corporate Governance Code of Conduct in 
Palestine. Ramallah - Palestine
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1.3. Entities targeted by the report:

The report targets the following entities:
1- Public shareholdings listed on Palestine stock exchange since these companies are compelled 

to conform with the principles of corporate governance as per the laws regulating their activity 
and the code of conduct ratified by their representatives.

2- Private sector representation bodies: including the Federation of the Chambers of Commerce, 
Industry and Agriculture, the Palestinian Federation of Industries and its branches, the Coordi-
nating Body of the Private Sector, and other similar entities.

3- Government oversight agencies the supervise the activity of the private sector, mainly the Min-
istry of National economy/ Companies Registrar, Palestinian Monetary Authority, Palestine 
Capital Market Authority and civil society organizations such as Consumers’ Protection Asso-
ciations, and AMAN Coalition among others. 

1.4.  Methodology
For the purposes of this report, the following measures and steps were made:

	 Review previous literature on the subject matter, including Corporate Governance Code of 
Conduct in Palestine, Private Sector’s Code of Conduct, Manual of Good Governance and Best 
Practices for Banks in Palestine, Insurance Companies’ Professional Code of Conduct. 

	 Review relevant laws and regulations governing the activity of the private sector and pub-
lic-private relations to assess their coverage of the indicators of integrity, transparency, and 
accountability and with the governance codes and principles. 

	 Shed light on compliance with corporate governance principles as shown in the annual re-
ports of the listed companies in Palestine in the years 2010 and 2019 as 2010 was the date 
on which companies were expected to apply the governance principles and corporate gov-
ernance code, ratified in November 2009. As for 2019, it is the most recent year of activ-
ity of the listed companies. The researcher chose to focus on the listed companies be-
cause the non-listed ones do not have sufficiently detailed data for analysis purposes. 
Furthermore, the researcher reviewed the data published on the Capital Market Authority’s 
website and the pages of Palestine stock exchange and MoNE. Consequently, the report relied 
on true published information usable for policy formulation purposes. 

	 Personal interviews with stakeholders to learn about their views and analysis of the reality and 
barriers to compliance or reasons for poor compliance. These include oversight entities and 
private sector representative bodies.

	 Specialized workshop with stakeholders to receive their feedback and comments. 

1.5. Report Structure

The report is divided into five parts:

Part I: General Framework: purpose, benefits, methodology and contents of report.

Part II: Regulatory framework and evolution of corporate governance in Palestine with description of 
the role of different stakeholders in promoting compliance with corporate governance.

Part III: Shedding light on listed companies’ compliance with the code of corporate governance.

Part IV: Key challenges that obstruct compliance with the principles of corporate governance.

Part V: Report’s findings and recommendations. 
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1.6. Work mechanism during the pandemic (COVID-19)

In reason of the COVID-19 outbreak, face-to-face meetings with stakeholders have not been possible 
and have been replaced by phone interviews or meetings via Zoom and similar platforms. To gather 
data for the analysis purposes, reports and other information have been downloaded from pertinent 
companies’ and bodies’ websites. 

2. Corporates’ Regulatory Framework and Evolution of Corporate Governance in Palestine

2.1. Corporates’ Regulatory Framework:
Palestine was subjugated to different regimes throughout its history, which lead to multiple effective 
legal systems, which include: Ottoman laws, acts issued under the British Mandate, Jordanian Laws 
(in the West Bank), Egyptian Laws (in the Gaza Strip), Israeli military orders, laws issued by the PLO, 
Laws issued by the Palestinian Legislative Council (1996-2006), the laws issued by the de-facto gov-
ernment following the Palestinian split in the Gaza Strip, the laws regulating the affairs of the Christian 
population, and tribal rules. The PLC attempted to unify the laws, but a large part remained fragmented. 
The laws applicable in the Gaza Strip differ from those in force in the West Bank. The result is a highly 
complex legal environment, including as relates to companies. Some measures, however, were imple-
mented following the merging of the Ministry of National Economy with the Ministries of Industry and 
Supply under Minister Maher Al-Masri. Following the merging, all companies started to be registered 
with the Companies Registrar at the Ministry of National Economy, and not at the Ministry of Justice 
as was the case in the Gaza Strip.
The following part presents the key laws governing companies’ activity in Palestine and their relation 
to the corporate governance code:

2.2. Companies’ Act of 1964
Companies in the West Bank are subjugated to different laws and regulations from those effective in 
the Gaza Strip. The Jordanian Companies Law No (12) for the year 1964 is the law in force in the West 
Bank, partly amended by Decree Law No (6) for the year 2008, issued on 20th May 2008. In the Gaza 
Strip, two companies British Mandate laws applied: the Palestinian Companies Law No (18) for the 
year 1929 and the Ordinary Partnership Law No (19) for the year 1930. Later, the Palestinian Legisla-
tive Council of the Gaza Strip promulgated the Law of Trading Companies in 2012. 
Most of Palestinian listed companies are headquartered in the West Bank1; therefore, the study focuses 
on the effective Companies Law No (12) for the year 19642.

The Companies Law detailed the types of companies, and the procedures applicable to their registra-
tion, to the formation of their boards and to the board’s mandate, in addition to the liabilities of partners, 
organization of their general assembly meetings, shareholders’ rights, dissolution of the companies, as 
well as their merging or transformation into another form in addition to oversight of companies. The 
Law defined the public shareholding as a a company whose capital is divided into shares of equal value, 
which are transferable. Shareholders of a public share holding company are not liable for the compa-
ny’s obligations except for the amount of the nominal value of the shares for which they subscribe. The 
law also set the minimum number of persons who can set up a public shareholding with limited liability 
to seven or more people. Consequently, the law implicitly imposed on public shareholdings to be listed 
on the stock exchange and allot their shares for public subscription. 

However, the current companies’ law, enacted 57 years ago, is outdated and unsuitable for the current 
environment in Palestine. Many major political and economic changes took place, most importantly the 
advent of the Palestinian National Authority and the creation of its institutions including a cabinet and 

1 public shareholdings transferred their headquarters from the Gaza Strip to the West Bank to avoid the complications resulting form double authority in the Gaza Strip. See:  

    Palestinian Economic Policy Research Institute (MAS). (2012): New Companies’ Act in Gaza Compared to Current Laws. Ramallah – Palestine. P. 1

2 Companies Act (12) of 1964. Palestinian Laws Database “Al-Muqtafi”: http://muqtafi.birzeit.edu/Legislation/GetLegFT.aspx?LegPath=1964&MID=1812.
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a legislative council. With the establishment of agencies whose mandate includes dealing with different 
types of companies, like the Ministry of National Economy, Palestine Capital Market Authority, Pal-
estine Stock Exchange and the Palestinian Monetary Authority, numerous oversight agencies appeared 
with different needs. It is paramount to enact a new more update law to be in harmony with corporate 
governance principles. However, the major influencers in the private sector seem to be comfortable 
with the current law and continue to impede the enactment of any new companies’ act. 

The Companies Law is in fact the umbrella of other economic laws. It is the main act that focuses on 
governance because it regulates the activities of companies at all levels. Many studies reiterated the 
correlation between governance and companies’ performance in particular, and the economy in gen-
eral. Many states introduce the principle of governance in their economic laws packages, most impor-
tantly the Companies Act3.

Then, the analysis will compare the provisions of the Companies Law No (12) for the year 1964, with 
the Securities Law No (12) for the year 2044, as amended and the Corporate Governance Code of Con-
duct. It considers that good corporate governance requires compliance with the laws, regulations and 
instructions issued by the competent authorities.

2.3. Consistency of Companies Act with Governance principles

The annexes attached to this report highlight the mandatory and optional principles enshrined in the 
Corporate Governance Code. A strategy of gradual implementation has been adopted to facilitate com-
panies’ adherence and transform the optional principles into mandatory principles within a reasonable 
period, taking into account the Palestinian unique situation and Israeli colonial economic hegemony 
of the Palestinian economy. Following are the points of consistency between the Companies Law and 
these principles:  

1. General Assembly Meetings :both the companies act, and governance code provide for compul-
sory invitation to all shareholders to any ordinary general assembly meeting no later than the four 
months following the elapse of the fiscal year. Shareholders who subscribe to at least 25% of the 
shares or 15% of the shares may call for an extraordinary general assembly meeting through the 
board of directors in the first case, or through the registrar or accounts auditor in the second case. 
An invitation must be sent with the agenda of the meeting to all shareholders at least 14 days before 
the date of the meeting. The invitation to the meeting must be posted in two daily papers. Share-
holders have the right to listen to the auditors’ report (Article 153/b); however, it is not mentioned 
that they have the right to discuss the auditor’s report. Since the law is outdated, it does not refer to 
the possibility of sending the invitation via email. 

Comparison of the law with the optional principles in the Governance Code showed that the law 
did not stipulate that the company should hold its meetings at a time and venue that encourage all 
participants, mainly small shareholders, to attend. It did not either refer to the possibility of holding 
a meeting via videoconference when physical attendance is not possible. The Companies Act did 
not provide for the obligation to attach a detailed agenda of meeting to the invitation to the gen-
eral assembly meeting. Article 167 in the Companies Act is consistent with the code as it imposes 
approval of competent oversight authorities on any amendment of the memorandum or articles of 
association of the company. 

The Companies’ Act does not allow for shareholders who own collectively at least 10% of the total 
company shares to list items on the agenda to the meeting, unlike the Code. According to Article 
(159), it is not possible to discuss any item other than those listed on the agenda. The Companies’ 
Act did not stipulate that discussion of the agenda is done as per the order of the items listed there-
in. It does not provide for the right of any shareholder to raise questions or inquiries. The law also 

3  Nasser, Mohammad, Khalifah, Mohammad, and Salah, Ubeideh (2008): Impact of the Draft Companies Act on the Performance of the Private Sector in Palestine, Palestinian 

Economic Policy Research (MAS), Ramallah – Palestine. P. 8.
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contradicts with the principle of secret voting per item. Article (165) provides that voting is done 
in the manner decided by the Chairperson [of the Board]; however, voting on removal of members 
and for election purposes is secret.

2. Equal Shareholders’ Rights: According to the Code of Corporate Governance, the Board must 
guarantee that all shareholders enjoy all the twelve mandatory rights they are entitled to. Compar-
ing the law to this Code, we note that Article 48 concords with the principle relevant to the right of 
shareholders to have ownership records, and the right of all shareholders to fair treatment, as well 
as the right to receive their entitlements of the cash and in-kind dividends and profits. They also 
enjoy the right to sell, transfer or mortgage their shares (Articles 66-68). The law and code concord 
on the right to vote on the distribution of profits and the right to elect members to the board in a 
general assembly meeting as well as the right to elect the company’s auditor in an ordinary share-
holder meeting. 

However, the law does not provide for priority of shareholders to subscribe to the company’s newly 
allotted shares. It did not refer to the right to participate in the public offerings. Furthermore, the 
law does not refer to merging or to the right of small shareholders to protection against companies’ 
merging or disposal of any of their key assets. 

Furthermore, the law does not provide for the right of all shareholders to run for the board and 
prescribes in Article 106 that only shareholders with a minimum number of shares specified in the 
Articles of Association have the right to run for the beard. Board members lose their membership 
if the number of the shares they own drops below the minimum threshold. 

3. Company’s management: About one third of the Code cover management of the company; they 
related to the board of directors and executive management.

a- Board of Directors: The code includes 8 mandatory principles and 21 optional principles to 
govern the board of directors. 

Mandatory Principles:

The Act is consistent with the Code in the following points: the board must comprise at least 5 
members and at most 11; the board sits for a term of 4 years; the chairperson and any member of 
the board are not allowed to manage a company that is similar or competing with theirs; mem-
bers of the board may not receive loans other than from banks and credit companies; the board 
is liable to the shareholders for any deliberate omission or serious negligence. 

The Act did not set a maximum number of elections to the board and did not provide for the 
right of small shareholders who own 10% of the shares to elect a board member who represents 
them. It did not cover conflict of membership in the board with members’ interests. However, 
the Act stated in Article 118/1 that a board member may not sit in the boards of more than 3 
public shareholdings. It did not prescribe for the obligation of the board of directors to devise a 
written system to avoid conflict of interest. The Act did not mention the formation of permanent 
or ad hoc committees comprising board members or for the delegation of specific tasks to such 
committees. It did not explicitly prescribe the rules of conduct of the chair and members of the 
board, including undertaking responsibility for and defending the company; knowledge of the 
company’s regulatory and organizational framework; reporting of conflict of interests; attending 
meetings; holding necessary information; preserving confidentiality of information; attending 
general assembly meetings; avoiding sitting on two committees simultaneously; seeking con-
tinuing training as needed. The Act did not provide for the obligation to disclose the bonuses 
paid to members of the board and executive staff in the annual report. 
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When comparing the law to the optional principles, we notice the following:

The law is conforming to the Code in the manner it treats vacancy of a member’s seat in the 
board. However, it does not refer to the other principles, most importantly: accumulative votes 
upon election of members of the board; the articles of association need to address removal of a 
board member because of omission or non-performance of duties and membership of the board 
should comprise two independent members; the articles of association should specify the func-
tioning of the board with precise distribution of responsibilities between the board, its commit-
tees and members; the board should devise policies that are consistent with effective laws and 
regulations; there must be disclosure of core shareholders’ and other stakeholders’ information 
based on objective not only formal criteria. The following committees must be formed: audit-
ing committee, remuneration/ bonuses committee; and governance committee. The board must 
mange risks in a manner consistent with the company’s nature, activity and market share; it must 
also organize a board’s performance self-appraisal at least once a year. The law contradicts with 
the principle that the chair or members of the board cannot be assigned to executive posts in the 
company since Article 127 allowed for being chair or member of the board and executive man-
ager at the same time. 

b- Executive Management:

The articles covering executive management comprise 3 mandatory and 5 optional items:

The mandatory principles: The law conforms with the Code in the matters related to the appointment 
of a qualified CEO, but it did not stipulate that the CEO must work full-time; it did not either refer 
to kinship with the chair of the board nor did state that the executive management must abide by the 
board’s instructions. It did not mention that the CEO and senior officials of the board must disclose 
any personal or first kinship conflict of interest in any transaction under their responsibility. As re-
gards optional principles, the companies’ act did refer to any of them when it comes to the executive 
management. 

4. Auditing: The Code provided for 15 principles (7 mandatory and 8 optional), whereby the Compa-
nies’ Act does not mention any auditing committee or internal control management. However, the 
Companies’ Act referred to the accounts auditor and dedicated its Chapter 8 to the auditor, which 
is in concordance with the Code of Corporate Governance. 

However, the law did not provide that the auditor should be nominated by an auditing commit-
tee, and that he/she should have a professional license nor did it state that the auditor may not be 
changed during the fiscal year and may not be partner or employee in an auditing firm that has been 
in charge of the company’s accounts’ auditing for over 5 consecutive years. 

5. Disclosure and transparency: the Code of Corporate Governance included one mandatory and two 
optional principles. The Code prescribes that disclosure is mandatory but does not detail how it 
should be done, referring such details to pertinent laws. The Companies Act referred to disclosure 
in many articles; registration of the company, functioning and dissolution of the company. How-
ever, it did not refer to the two optional principles, namely the obligation to have a web page and 
disclosure of corporate social responsibility at least once a year (in the annual report. The same 
principle refers to the company’s environmental and public safety policies and encourages compa-
nies to provide researchers with all data relevant to the company.

6. Company’s stakeholders (shareholders, employees, clients, creditors or any other person who 
has a relation with the company): The code provided for one mandatory and 4 optional princi-
ples but none of these principles is mentioned in the Companies’ Act. But, it referred to some 
stakeholder sin Article 180, which stipulates that the company’s articles of association must 
include the creation of a special fund to help company’s staff. Article 209 regulates privileged 
debt in case of company’s liquidation. Since the Companies’ Act is outdate, several attempts 
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have been made to amend it since the PNA advent, but without success. The Act has been re-
cently amended by a decree law No 6 for the year 2008, amending the Companies Act of 19644

. According to this decree law, registration, oversight and auditing of companies is vested in the 
Companies Directorate, which comprises the departments of registration and control. It also added 
new types of companies, namely civil companies, not-for-profit companies, and holdings; it further 
stipulates that a public shareholding must have a capital of at least 250,000 Jordanian Dinars or the 
equivalent thereof in the currency legally in circulation. 

Analyzing conformity of the decree law with the Code of Corporate Governance shows that it re-
ferred organization of civil companies to the civil code and their own articles of association where-
by holdings shall be subject to the Companies Act of 1964.

2.4. Consistency of Securities Act with Corporate Governance Principles

The securities law regulates stock exchanges and their accredited members and dealers; it also organiz-
es the allotment, underwriting, and circulation of securities. Moreover, it governs securities companies, 
investment consultants and any other activity accredited by the Capital Market Authority. In this sec-
tion, this law is analyzed to assess its consistency with the Code of Corporate Governance:

	 The Securities Law, like the Code, provides for shareholders’ right to call for a general assembly 
meeting and access information. The Securities Law prescribed in Articles 23-31 that it shall be 
prohibited for any person to issue securities, offer securities, or solicit investors to purchase securi-
ties unless a prospectus is submitted to PCMA containing all information and data that will enable 
the investor to make informed investment decisions. It shall be prohibited to offer securities to the 
public without an underwriter or a management agent. The licensing application shall be submit-
ted along with the prospectus. The issuer must inform PCMA of any changes occurring related to 
its information as stated in the prospectus without delay before or after the prospectus has been 
approved. The issuer shall be responsible for the correctness, precision, and sufficiency of the pro-
spectus. PCMA’s approval of the prospectus does not reflect its approval of the correctness of the 
information disclosed or contained in the prospectus. After approving the application and prior to 
the completion of the subscription, PCMA may suspend the public offering if discovered that the 
contents of the public offer or any public materials were misleading, incorrect, or failed to contain 
material information whose inclusion or exclusion is harmful to the investors. If the deficiency was 
not corrected during a period specified in the regulations, PCMA has the right to revoke the license 
and order the cancellation of any securities issued including a full refund to the investor.

	 Shareholders’ right to participate in the public offering
The law dedicated a full chapter to the public offerings (Articles 81-86), which define the secu-
rities eligible to vote “the securities eligible to vote mean the securities which have the right to 
vote in the shareholders general assembly meeting.” The Stock Exchange must inform PCMA of 
any person who owns 10% or more – whether directly or indirectly – of the securities with voting 
rights within 24 hours of receiving this information. Any person who purchases or sells shares that 
exceed 10% of the securities with voting right, must inform PCMA and the Stock Exchange with-
in seven workdays. Any person making a tender offer shall submit a request to PCMA, the issuer 

4  Decree Law (6) of 2008, amending the Companies Act. Palestinian Laws Database “Al-Muqtafi”: http://muqtafi.birzeit.edu/Legislation/GetLegFT.aspx?LegPath=2008&MID=15866

The previous analysis shows that the Companies Act (12) of 1964 is consistent with 20 principles set 

forth in the Code of Corporate Governance while it contradicts with or does not include any of the 

optional principles. To comply with the Code of Corporate Governance, its principles must be in-

cluded in the Companies’ Act or in its amendments, considering the unique situation of Palestinian 

companies, especially following the outbreak of COVID19.
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and the Securities Exchange, if the securities were listed in the Securities Exchange, including a 
report concerning its operation and the details of the tender offer prior to making it to the and must 
make his tender offer public pursuant to instructions issued by PCMA and the Securities Exchange 
rules.. The tender offer must be made to shareholders without any exception and the offer shall be 
considered an offer submitted to all holder of the security. The person conducting a Tender Offer 
shall without discrimination pay to any person holding securities of the class that are the subject of 
the offer and that are willing to sell, an amount equal to the highest consideration paid to any other 
seller in the Tender Offer

	 The Code of  Corporate Governance prescribed that companies must comply with discolsure in 
the manner prescribed in effective laws, regulations and instructions:
The Code has not detailed this matter. A review of the Securities Law shows that the essence of the 
law is based on disclosure, which is referred to in many articles, such as:

- Article (34/5): Any company whose securities are listed on the Securities Exchange for trading 
shall abide by the disclosure requirements issued by PCMA.

- Article (35): Each issuer shall submit to PCMA and the Securities Exchange annual reports during 
the first three months following the end of each fiscal year. The report shall include the following 
information: Complete information about the issuer and its activities. The names of the members 
of its board of directors, managers, and major shareholders. Financial information clearly reflect-
ing the issuer’s financial position including its affiliated and subsidiary company information. The 
changes and future indicators expected by the issuer that have substantial impact on its financial 
position. 

- Article (36): Disclosure of Material Change: Any reporting issuer of securities shall notify PCMA 
and the Securities Exchange in writing immediately in the event of material change which might 
affect the prices of the securities it has issued. PCMA or the Securities Exchange may request the 
reporting issuer to supply any information or data pertinent to its securities. The reporting issuer 
must supply PCMA and the Securities Exchange with the requested information during the period 
specified in the request. PCMA or the Securities Exchange may request the reporting issuer to 
make public any information or data relevant to its securities. PCMA or the Securities Exchange 
may make the reporting issuer’s information public at its expense.

- Article (64): PCMA may request any licensed person to notify it of any changes in circumstances, 
which may affect the status for which it was licensed. This notification has to be issued within the 
period and method indicated in the regulations and instructions.

2.5. Development of Corporate Governance in Palestine
The Palestinian private sector plays a key socioeconomic role since most operating enterprises in Pal-
estine are owned by the private sector. In 2017, the private sector owned 140.8 thousand enterprises 
(which represented 91.5% of the total number of enterprises)5 . This rate reflects the paramount role 
of the private sector in the Palestinian economy; it is the major employer in the country; in 2020, it 
accommodated 66% of the total working labor force (around 630,000 workers). The second largest 
employer is the public sector, which employs 21% of the total working labor force.6. In addition, the 
private sector boosted steadfastness and employment since the early days of the occupation authority. 
The PNA facilitated private sector expansion and leading of investment and production by allowing for 
investment in major projects like telecommunication, electricity, and infrastructure. Indeed, the private 
sector enjoys sufficient efficiency and flexibility and is capable of handling different socioeconomic 
issues.  

5 Palestinian Central Bureau of Statistics, (2018): General Census of Population, Housings and Establishments 2017, Final Find  
   ings – Establishments Report. Ramallah – Palestine. 

6  Palestinian Central Bureau of Statistics (2021): Palestinian Labor Force Survey: Annual Report: 2020. Ramallah – Palestine. P. 92
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To enable the private sector to play a key role in promoting corporate governance, it needed to be in-
volved in building the code of corporate governance via:7:

 » Reinforcement of governance principles.
 » Improvement of accounting standards.
 » Promotion of anti-bribery laws.
 » Adoption of codes of conduct. 

The private sector played an important role in fighting corruption and promoting integrity values, 
accountability systems and transparency principles. It has participated in many pertinent activities 
through its representative bodies and in partnership with civil society organizations, local government 
authorities and relevant ministries; these efforts include:

	 Instructions (4) for the year 2007 on professional code of ethics of insurance companies No 7/T for 
the year 2007, as amended8, which are issued in accordance with the Insurance Law No (20) for 
the year 2005. The instructions were officially published in the Palestinian Official Gazette. Their 
enforcement represents a legal obligation for insurance companies since they complement the law. 
The instructions focused on the relationship between an insurance company and its competitors, in-
surance agents, and the insured; they stipulate that these relations must be built on good intention, 
justice, professional efficiency and clarity.

	 PMA issued the Guide to Corporate Governance for Banks: Rules and Best Practices in 2008, 
which was amended in 20179. The Guide aimed to achieve transparency and disclosure, protect 
shareholders and depositors’ rights, promote risk management, facilitate oversight and supervision 
of banks via internal control units and specialized committees. It also aimed to increase banks’ 
market value, maximize profit, promote trust with stakeholders, minimize risks of financial crises, 
control corruption risks, and preserve financial and economic stability. The Guide comprises four-
teen mandatory principles, each of which sets obligatory provisions for all banks. Noncompliance 
with these provisions entails the necessity for banks to explain the reasons: “comply or explain 
principle”. This means that the rule is to apply all the provisions; lack of enforcement compels 
banks to provide a reasoned statement in their annual reports. The principles are:

1.
Functions of the Board of Directors 8. Identification, monitoring and 

control of risks

2.
Composition of the board and mem-
bers qualifications

9. Communication on risks.

3. Board practices and conflict of interest. 10. Compliance.

4. Board committees. 11. Internal and external audit.

5.
Senior executive management. 12. Remuneration and incentives pol-

icy.

6.
Group structure governance. 13. Disclosure of banks corporate 

governance.

7.
Risk management methods. 14. Corporate governance require-

ments for Islamic banks.

	 A national committee of corporate governance shall be formed with members from dif-

7 Muselh, Abeer (2013): Integrity, Transparency and Accountability in Combatting Corruption. Coalition for Integrity and Accountability  
   (AMAN). Ramallah – Palestine.
8 Instruction (4) for the year 2007 on the Professional Code of Ethics of Insurance Company No (7/T) for the year 2007, Instructions (1) for the year  
    2014 on the professional code of ethics of insurance company, as amended by Instructions (4) of 2007, promulgated as per the Insurance Law No  
   (20) for the year 2005. Accessible on Al-Muqtafi legislative database in Palestine:

 http://muqtafi.birzeit.edu/Legislation/GetLegFT.aspx?LegPath=2014&MID=16678
9  PMA (2017): Instruction 10 of 2017 on the Code of Best Practices and Rules of Corporate Governance for Banks in Palestine. Ramallah – Palestine.  
     PMA website. 
     https://www.pma.ps/Portals/0/Users/002/02/2/Legislation/Instructions/Banks/2017/Instructions.pdf.
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ferent stakeholders: PCMA, PMA, Palestine Stock Exchange, Businessmen Associa-
tion, Federation of Palestinian Industries, Federation of the Chambers of Commerce, Agri-
culture and Industry, Union of Insurance Companies, Palestinian Trade Center (Paltrade), 
Association of Certified Auditors, Banks Association, The Coalition for Integrity and Ac-
countability (AMAN), President of the Bar Association, Ministry of National Economy (Com-
panies’ Registrar) and two academic scholars. Following the establishment of the Commit-
tee, it formed a technical team10 to draft the Code of Corporate Governance in Palestine11

 in 2009 in compliance with effective laws in Palestine while considering corporate governance 
principles used by companies regionally and internationally. 

The code aimed at improving board practices, promoting companies’ performance, boosting compa-
nies’ competitiveness and value, increasing other shareholders’ trust in the company, amelioration of 
the investment climate and operation and expansion of the stock exchange. 

The code applies to all companies under PCMA supervision and oversight; it also applies to public 
shareholdings (listed and unlisted), Palestine Stock Exchange, mortgage companies, financial leasing 
companies, securities companies. Upon control of companies by competent entities, control must in-
clude companies’ compliance with the code. 

The Code includes six key principles. Its preamble covers a set of recommendations and directives, 
with voluntary application by companies. The recommendations and directives aim to achieve balance 
among different parties. They leave to each company sufficient flexibility to safeguard its form, size, 
activity, and management. Every company is free to comply with all or part of these recommendations 
and activities provided that they explain the reason behind noncompliance. The Code includes three 
types of rules: 

1. Mandatory rules: these stem from explicit legal provisions. They are binding to all firms under 
legal liability. The rules are drafted using a compulsory language: must, banned, have the right 
to, comply with, prohibited. 

2. Rules that are consistent with international practices and do not contradict with any explicit legal 
text or which are at minimum one of the options allowed by law. Enforcement of these rules is 
voluntary while applying the principle of “compliance and explanation of noncompliance”. The 
rules are drafted in an advisory manner: preferred, recommended, possible. 

3. Optional rules: these rules are in harmony with international practices but contradict with explicit 
legal text. A recommendation is made to harmonize national laws with these practices and rules. 

	 Issuance of the Code of Conduct of Private Sector Workers12, following an initiative of the Coali-
tion for Integrity and Accountability (AMAN) and Paltrade, in cooperation with the Coordinating 
Council of Private Sector Institutions. The Code was ratified by many companies; it targeted more 
specifically public shareholdings. The Code devised standards and principles to assess integrity, 
transparency, and accountability systems as well as compliance with local and international laws. It 
includes 9 standards, whose compliance ensures a corruption-free Palestinian society and promotes 
the values of integrity and transparency throughout the Palestinian community. The standards tar-
geted: bribery, gifts, conflict of interest, protection of company’s assets, government bids, honest 
competition, preservation of public funds, unions and institutions representing the interests of the 
private sector, observance of intellectual property rights of other parties and personal trading in 
company’s information. 

10  The team included: Dr. Atef Alawnah, Mr. Nizam Ayyoub (Companies’ Registrar), Mr. Riyad Abu Shehdah (PMA), Mr. Mohammad Hijaz (PCMA), Dr.  
     Hisham Awartani (Center for Development of the Private Sector/ Businessmen Association and Dr. Ameen Dawwas (Technical Team Legal Coun   
     sel).
11  PCMA (2009): Code of Corporate Governance for Companies in Palestine. Ramallah – Palestine.
12 Coalition for Integrity and Accountability (AMAN) and Paltrade: Code of Professional Conduct for Workers in the Private Sector. Ramallah – Palestine
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Preparation of the Guide of Corporate Governance for Family Enterprises in Palestine13, which had 
been published by the Palestinian Governance Institute. As mentioned before the Guide of Corporate 
Governance for Banks applies to banks while the Code of Corporate Governance in Palestine applies 
to the companies under PCMA supervision. However, SMEs and family enterprises represent the larg-
est bulk of companies in Palestine. To fill in this gap, the Palestinian Governance Institute issued the 

Guide to provide these enterprises with directives and guidance to modernize governance of economic 
enterprises like sole enterprises, ordinary (public and limited) partnerships and private shareholdings. 
2.6. Role of Stakeholders in Promoting Compliance with the Codes

Many governmental and nongovernmental organizations, in charge of promoting corporate gover-
nance in companies, with different competences as per the laws regulating their work, play a major 
role; these include:

2.6.1. Palestinian Capital Market Authority (PCMA)

The Palestinian Capital Market Authority (PCMA) was established as per Article (2) of the Law on 
the Capital Market Authority14 No (13) for the year 2004. It enjoys an administrative and a financial 
independent personality as well as the legal capacity to perform its mandated tasks and may, for this 
purpose, own mobile and immobile assets to manage its activity and may dispose of such assets in the 
manner it deems fit according to the provisions of the law.

Article (3) stipulates that PCMA aims to create the suitable environment to accomplish capital stability 
and growth, and to organize, develop and monitor the capital market in Palestine, in addition to pro-
tecting the rights of investors.” In order to accomplish these objectives, the Authority shall perform the 
following:

A- Supervise the following
1. The securities market.
2. Insurance enterprises.
3. Financial leasing enterprises.
4. Mortgage finance enterprises

B- Organize, monitor and supervise the activities of the non-banking financial entities including 
securities exchange and non-banking financial services.

C- Organize the release of any data or information related to the non-banking financial sector.

D- Monitor the development of the non-banking financial organizations to ensure the precision of 
their business

A review of PCMA law shows that this authority has numerous close relations with some government 
institutions, more specifically with the Ministry of Finance (MoF), the Palestinian Monetary Authority 
(PMA) and the Ministry of National Economy (MoNE). The nature of these relations is displayed here 
below:

13  Palestinian Governance Institute (2014). Code of Corporate Governance for Family Enterprises in Palestine. Nablus – Palestine.
14  PCMA Law (13) of 2004. Official Gazette. Issue 53. February 2005. PP. 60-72

Theoretically speaking, corporate governance in Palestine underwent important developments; nu-

merous codes of corporate governance and conduct that apply to different types of enterprises oper-

ating in Palestine. However, what matters is these enterprises’ compliance with these codes and codes’ 

impact on their performance.
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Ministry of Finance (and Council of Ministers): The Minister of Finance, directly and indirectly, has 
been vested a broad mandate as regards PCMA. This is flagrant in the authorities given thereto in the 
law: appointment of the board of directors by the Council of Ministers among recommendation of 
the Minister of Finance; the Minister of Finance ratifies the annual reports and budgets prior to their 
official ratification; the Council of Ministers set the board members’ remunerations and ratifies the 
Authorities regulations, organizational structure and job descriptions following their approval by the 
board; it also appoints the Director General of PCMA and sets his/her pay upon recommendation from 
the Minister of Finance.

In practice, this relation jeopardizes the PCMA’s autonomy, most saliently when its director general is 
appointed by the Minister of Finance without the conditionality of consultation with its board or pres-
ident. This clearly contradicts with the principles of corporate governance. Even worse, the Director 
General’s pay and remunerations are define by the Council of Ministers upon recommendation of the 
Minister of Finance without any obligation to consult with the Authority’s board, as per Article (12) of 
PCMA Law. 

PMA: The researcher found an overlapping of authorities between PCMA and PMA since local banks 
are registered as public shareholdings in the Palestine Stock Exchange. They must comply with the 
provisions applicable to listing, disclosure and control exercised by PCMA. Overlapping also exists in 
relation to mortgage activities by bank. Under the current legal framework, regulation and oversight 
are exercised by PMA and management of mortgage financing at PCMA. This is a serious problem: Ar-
ticle 3.b and 3.d entrust regulation and oversight of non-banking financial institutions to PCMA while 
the same is the responsibility of PMA as per a Council of Minister’s resolution on 28/8/2007, which 
delegated the PMA to prepare non-banking credit and financial institutions’ bylaws. 

Consequently, it is not easy to distribute responsibilities and scope of work since each institution works 
independently of the other. The actual situation led to overlapping and competing tasks between PMA 
and PCMA, which pushed both parties to draft a memorandum of understanding (MoU) on 25 May 
2010 to distribute tasks and mandates. The MoU focused on the necessity to establish a joint committee 
comprising members of both institutions to monitor the implementation of the MoU.

MoNE: MoNE is no doubt associated to most of the areas of activity of PCMA; it is then quite natu-
ral for this ministry to be strongly represented on the PCMA board, whereby its representative is the 
vice-president of the Authority. Since the law did not specify the manner of selection of the representa-
tive of MoNE to PCMA board, the Minister himself sat as vice-president of the board on one occasion. 
The situation became even more complicated in 2010 when the PCMA board held only two sessions 
because of the differences between the Minister and PCMA president. 

On another level, the Companies’ Registrar at MoNE oversees companies’ performance as per the 
Companies Act of 1964, which include those listed on the Stock Exchange. Listed companies are also 
subject to PCMA oversight, which leads to an overlapping mandate that may trigger conflict. Until a 
new companies act is promulgated to regulate the relationship between both parties, they need to reach 
an MoU for better coordination and distribution of tasks. 

PCMA’s role in promoting corporate governance: PCMA issued many regulations, instructions and 
resolutions related to its oversight and regulatory role. As a result, it was able to consolidate its role as 
the agency responsible for overseeing targeted companies and institutions of the non-financial sector. 
PCMA played a core role in promoting corporate governance in Palestinian companies via the for-
mation of the National Corporate Governance Committee and the Corporate Governance Taskforce, 
which was entrusted with the preparation of the Code of Corporate Governance. Furthermore, PCMA 
by law imposes fines on the companies in contravention of the law, and publishes these violations on 
its website. 

Preparation and launching of the Code is an important step toward modernizing corporate governance 
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in Palestine. However, to achieve more concrete results, additional policies and procedures must be 
drafted to accelerate enforcement. PCMA adopted a phased policy to encourage companies to gradual-
ly enforce the Code, but this was not bound to a timeline. 

The end provisions of the Code of Corporate Governance stipulate that PCMA shall create incentives 
for the companies which comply voluntarily with the Code. These incentives may include issuance of 
a compliance certificate and formulating the necessary resolutions and measures to put the Code into 
force. 

To enforce these provisions, PCMA cooperated in 2014 with IFC to design an international-best-prac-
tices-based corporate governance scorecard for an objective, transparent and clear quantitative and 
qualitative assessment of public shareholdings’ compliance with the Code of Corporate Governance. 
For this purpose, PCMA designed a questionnaire with weighted indicators of governance. It distribut-
ed the questionnaire to the listed companies to learn about their compliance with the Code. 

The National Corporate Governance Committee was formed with membership of all stakeholders. 
It created a taskforce to draft the Code of Corporate Governance in Palestine in 2009. The role of all 
stakeholders involved in this committee focused on drafting and adopting the Code while the task-
force was mandated with ensuring optimal application of the Code. It should be noticed that PCMA 
was entrusted with the distribution of the governance scorecards to companies. It later distributed the 
scorecards to companies in 2014 on pilot basis15. The scorecard is expected, when fully implemented, 
to make a positive shift in corporate governance in Palestine in a manner that improves companies’ 
performance and competitiveness. Improved governance will also benefit the investment environment 
in Palestine and open windows for flow of investments, especially foreign investment. However, appli-
cation of the scorecard was encountered with numerous problems. 

One of the challenges of the implementation of the scorecards was the dissemination to all companies 
and expectation of consistency in responses or the level of progress made by each company16, because 
of the huge variance among the targeted companies in term of their capital and operation sector. Addi-
tional efforts were needed to build companies’ capacities and raise their awareness of governance and 
application of this scorecard. On the other hand, the scorecard management did not publish the assess-
ment results for fear they would affect potential shareholders’ and investors’ investment decisions. It 
decided to grant noncompliant companies an additional period to redress their situation considering 
that corporate governance is relatively new in Palestine. Furthermore, PCMA is currently introducing 
essential amendments to the Code (preparation of a new draft) building on previous experience and 
developments in Palestine in the years that followed the ratification of the Code. PCMA is benefiting 
from international and regional trends in the formulation of these rules and codes. Production of a new 
code will entail a new scorecard to reflect the changes. 

2.6.2. Palestinian Monetary Authority (PMA)

PMA was established end 1994 to start its operations end 1995 as an independent institution with 
full legal capacity. Its vision is to create a modern central bank mandated with all the tasks and au-
thorities to achieve sustainable economic growth and encourage regional and international eco-
nomic integration. It also aims to achieve monetary and financial stability and contain inflation. 
  

Law No (2) of 1997 regulates PMA17 and defines its banks-related mandate in Article (6): PMA grants 
banks and their branches licenses, approves their merging, closure or opening of their offices; it with-
draws their licenses and imposes appropriate fees on any type of services they provide.

15  Interview with Issam Al-Haj Hussein, Executive Director, Coalition for Integrity and Accountability (AMAN). 5th June 2021.
16  Interview with Dr. Bashar Za’rour, Director General of the Directorate General of Digital Financing Services and Innovation, PCMA, on 20th June  
       2021.
17  Law (2) of 1997 on PMA. Official Gazette. Issue 21. June 1998. PP. 5-39
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In conducting its work, PMA has issued many laws, regulations and instructions to cover its three areas 
of activities, namely banks, non-banking credit institutions and foreign currency exchange. As men-
tioned before, it issued a guide of best practices for corporate governance of banks. 

The above indicators show that PMA achieved progress in the Palestinian banking sector in spite of the 
difficult circumstances in Palestine and the region and of global economy in general. 

2.6.3. Ministry of National Economy (MoNE)

The Directorate General of Companies is the key communication channel between MoNE and all types 
of companies operating in Palestine. It performs its duty as per Companies Act (12) of 1964; its func-
tions include registration and oversight of companies regardless of their scope of work or legal form. 
Essential changes have affected its oversight roles following decades of being the sole oversight agen-
cy of companies following the creation of specialized oversight institutions, mainly PMA, and PCMA. 
Both authorities were vested with regulatory and oversight mandate over certain types of companies 
that have previously been subject to the Directorate’s oversight.  

The Directorate was established following amendments to the Companies Act (12) of 1964, by Decree 
Law (6) of 2008. It is chaired by the Companies’ Registrar and comprises two departments: Registra-
tion Department and Oversight and Audit Department. Each department is headed by a director gener-
al. According to the law, all types of companies must register with the Companies’ Directorate General. 
It is forbidden for any company to start its business prior to completing the registration process. The 
Registrar registers the companies in the registry and issues their registration certificate, then publishes 
the registration in the Official Gazette. Any changes to the memorandum or articles of association are 
also subject to approval and registration procedures. 

The Companies Act vested a broad authority to the Companies Registrar relevant to the general as-
sembly meetings. The registrar counts and sorts the votes then announces the results of the elections 
of the board of directors. He/she also supervises the registration of names of shareholders who attend 
the general assembly meeting. He/she audits the number of shares they represent in person or by 
proxy. The general assembly decisions pertinent to the amendments to the memorandum or articles of 
association are also subject to the Registrar’s approval. The board must notify the Registrar of all the 
decisions made by the general assembly. The Registrar also has the right to call for an extraordinary 
general assembly meeting if he/she deems there are justifying reasons including hard financial situation 
or bad management. 

The law also granted the Registrar the right to oversee shareholding companies as regards the law and 
its executive regulations as well as the company’s articles of association. He/she may at any time assign 
an auditor to audit the company’s account or second another auditor at the expense of the company to 
audit its accounts, records, and other businesses. The Registrar may view personally or via delegated 
staff the company’s books, records, documents, and papers. The board must ensure the necessary fa-
cilitations. The Registrar may impose a financial fine on the company’s activities that breach the law. 
However, these fines have obviously dropped to the extent they no longer represent a deterrent. They 
range from JD 100 to JD 300.  

The Registrar may remove a company from the registry if it stops performing its business for a period 
that exceeds one year. The law also grants him/her a broad mandate in the liquidation of the company. 
The voluntary liquidation decision and appointment of the liquidator must be notified to the Registrar 
and published in the Official Gazette and a daily paper. The Registrar or the Attorney General may file 
a liquidation case against a shareholding. The Registrar is supposed to follow up what the liquidator 
does in all stages of the liquidation. 

The law also compels the board to send a copy of the company’s final accounts to the Registrar within 
three months following the elapse of the fiscal year, together with a statement of profits and losses for 
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auditing by certified auditors. Another statement with full explanation of the key expenditure and rev-
enue items must be annexed. 

Changes to the regulatory frameworks:

The scope of work of the Companies Directorate General was impacted following the establishment of 
the Palestinian National Authority (PNA), mainly following the enactment of the laws that created two 
key oversight institutions (PMA and PCMA). Following the creation of these two authorities, they have 
been granted oversight, regulation, and supervision authorities of relevant companies. Simultaneously, 
the companies’ registrar has other authorities as per the effective companies’ law. The effect of the cre-
ation of these two authorities on the Companies’ Directorate General has been as follows:

	 Changes due to the establishment of the PMA: The PMA is responsible for the licensing of 
banks, but the Companies Directorate General continued licensing and registering the compa-
nies that own and manage these banks after they obtain the required licenses from the PMA as 
per the new regulatory framework. The PMA is vested with the oversight of banks entirely, but 
the Directorate preserved the right to receive the banks’ annual reports and follow up on the 
procedures of their general assembly meetings. 

	 Changes due to the establishment of PCMA: The PCMA is responsible for licensing and over-
seeing companies and persons working in the four financial sectors within its mandate; they are 
namely insurance, securities, mortgage, and financial leasing. Similar to banks, the Directorate 
General continued to issue licenses to companies working in these sectors following the PCMA 
approval. Actual oversight of the businesses and persons operating in these four sectors is the 
responsibility of four technical PCMA departments. Consequently, communication with the 
Directorate General is limited to sending annual reports, including certified auditors’ reports, 
which is a requirement to be granted approval of the organization of the annual general assem-
bly meetings. As stated earlier, the Companies’ Registrar exercises many regulatory powers 
over the general assembly meetings. 

Role of Companies Directorate General in promoting corporate governance

o According to the Companies’ Act, as amended, all forms of companies must be registered with 
MoNE Companies Registrar. The Directorate may help partners and stockholders upon submis-
sion of their registration application to comply with the principles of governance by assisting 
them in drafting a memorandum of articles of association that address issues related to gover-
nance. As such, it can help these companies avoid some of the problems they may face in the 
future. 

o The Directorate charges fees on the services it provides to the companies, consistent with the 
type of the company and the service requested. The fees include registration, change of the 
company’s address, modification of its capita, etc. The fees range from NIS 87 – 491 depending 
on the type of company and the service requested (the fees are listed on MoNE website18). For 
comparison purposes, PMA may charge non-reimbursable fees from banks up to $ 7,000 for ev-
ery new bank, or new foreign bank branch license application, and $ 200 for the application to 
open a branch or a representative office. The minimal fees charged by the Directorate General 
facilitate registration of shell companies. This is a key reason for the large number of companies 
on the “to remove” list. This is a negative indicator in terms of corporate governance. 

o Overseeing corporate governance after registration: following the changes in the oversight au-
thorities, the number of companies subject to PMA and PCMA’s oversight is small compared 
to those monitored by the Directorate, which is supposed to monitor around 7,000 ordinary 
partnerships and 13,000 private equities. 

18   http//:www.mne.gov.ps/pdf/daleel.pdf 
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o Control of financial and accounting situation: the law granted broad authorities to the registrar 
to monitor the finance and accounting of shareholdings. However, this authority has not been 
used as the personnel of the oversight department do not conduct any inspection visits to the 
companies under the department’s oversight. 

o Periodic reports: the law has not granted the registrar the right to intervene in the details of the 
annual report submitted by the company as it only prescribed that the company should send a 
copy of the report to the registrar following its drafting by the company and that the indepen-
dent external auditor’s report be attached thereto. 

The legal framework of the Companies Directorate General enables officials to play a major role in the 
establishment and leading of companies in Palestine, but this role remains limited in reason of: limited 
human resources, weak capacities and training of staff, insufficient financial resources, and the regis-
trar’s mandate is restricted by resolutions from the Minister of Economy. 

3. Listed companies’ level of compliance with the Code of Corporate Governance:

This part of the report discusses the level of companies’ conformity to the principles of corporate gov-
ernance in 2010, i.e., one year after the issuance of the Code of Corporate Governance. It then mea-
sures the progress achieved in 2019, that is 10 years after the enactment of the Code. The researcher 
did not compare the situation with 2020, because it is an exceptional year in reason of the outbreak of 
COVID-19.

The comparison will address the following:

	 The report discusses adherence to the code of corporate governance in general without referring 
to the names of any companies.

	 Although some of the companies listed in 2010 remained listed in 2019, generally the com-
panies listed changed from 2010 to 2019 since some companies were liquidated or unlisted or 
merged with other companies.

	 The researcher depended in some cases on the annual report of the company in 2011 because he 
could not have access to the 2010 annual report.

3.1. Comparison of the situation of listed companies in Palestine in 2010 and 201919

The Code of Corporate Governance applies to companies subject to PCMA oversight and to all public 
equities (whether listed or unlisted), Palestine Stock Exchange, mortgage companies, financial leasing 
companies and financial securities companies.

In 2010, thirty-eight companies were listed in the Palestine Stock Exchange. The researcher could not 
access information on compliance of 6 companies with the Code for many reasons: two companies 
were liquidated; another company has only disclosed financial data and did not issue an annual report 
while the researcher could not have access to the annual reports of three companies on PCMA or the 
Stock Exchange websites because these companies do not have a website. 

In 2019, the number of listed companies increased to 48, two of which were under suspended trading. 
Therefore, the analysis covers 46 companies. This is an indicator of weak collective act as in 10 years 
only 10 new companies joined the Stock Exchange. 

The researcher found out that in 2010, only one company had a guide to corporate governance, while 
11 companies (34.3% of the companies) referred to the term ‘corporate governance’ in their annual 
report’s table of contents but did not mention any details in the report showing the level of compliance 
with these principles. One company dedicated a chapter in its annual report to corporate governance 

19  The annexes attached to this report provide detailed data on the level of compliance of the companies listed in the Palestine Stock Exchange 
with the corporate governance principles. 
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but only mentioned the pay and travel allowances of the chair of the board and the remunerations of 
board members. Another company quoted some principles from the Code and detailed in the role of 
committees and their missions. Other companies reported one paragraph about governance (mention-
ing the number of board members; another company mentioned its conformity with disclosure; two 
companies reported they adhered to corporate governance; another company listed on a page the prin-
ciples of corporate governance related to the board but contravened these principles on the page before; 
another company added a paragraph on the importance of good governance while another one said it 
managed its affairs in an organized manner).

Comparing with 2019, apparent development took place: Most companies mention governance in their 
annual reports. Some companies dedicate an entire chapter to mention the key governance principles 
and their definitions. However, other companies merely add a paragraph in their annual report saying 
they are conforming to governance principles while they commit many violations of these principles.

This means that corporate governance culture is still weak. Many companies still do not realize the 
importance of compliance with these principles in the management of their business. What some com-
panies have attempted to do is a breach of the Code, which stipulated for the rule “compliance with 
explanation of noncompliance”. This means that every company must address the 76 corporate gover-
nance principles of the Code and show in their annual reports to what extent the apply these principles. 
In case of noncompliance with any of these principles, they must explain the reasons for noncompli-
ance like observing accountability. 

3.2. Compliance with the principles applicable to the meetings of general assemblies:

Relating to mandatory principles: In 2010, 27 companies (84.4%) applied the principle of mandatory 
invitation to shareholders to attend the ordinary general assembly meeting within a period that does not 
exceed four months following the elapse of the fiscal year. Five companies breached this principle and 
organized their general assembly meetings four months after the end of the fiscal year. This percentage 
dropped to 52% (24 companies) in 2019 because it was difficult to organize a general assembly meet-
ing following the outbreak of COVID-19.

In 2010, all companies sent an invitation to the general assembly meeting to every shareholder with the 
agenda to the meeting at least 14 days prior to the date set for the meeting. This percentage decreased 
slightly in 2019 with only 42 companies (91%) complying with this practice. On another note, in 
2010, 30 companies (93.8%) observed the principle of stockholders’ right to listen to and discuss the 
accounts’ auditor’s report. The percentage declined to 89% (41 companies) in 2019.

The researcher thinks that the Companies’ Act (12) of 1964 provided for the mandatory principles and 
that companies observed this principle prior to the issuance of the Code. If we take into consideration 
that the quorum to a general assembly meeting and voting depends on the number of shares not the 
number of stockholders, we can deduce that compliance with the principles related to the general as-
sembly does not reflect the objectives of the Code of Corporate Governance, which serves the rights 
of all shareholders.

Relating to optional principles, most companies organize the time and venue of general assembly meet-
ings in a manner that encourages all shareholders, especially small shareholders, to attend. 

A few companies (12 or 37.5%) sent a detailed agenda with the invitation to the general assembly 
meeting in 2010. The number remained unchanged in 2019, which reduced the rate of commitment 
to 26% showing a flagrant decline. Only one company (3.2%) applied this principle in 2010 and 2019 
relating to the right of shareholders who own collectively 10% of the company’s stocks to add items to 
the agenda to the meeting. This is an indicator of a relapse of the level of adherence to this principle.

 Two principles have not been enforced by any company in 2010: discussion of the items on the agenda 
in the order they are listed and the right of every stockholder to raise questions and inquiries as well 
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as the principle of secret voting on each item separately. A slight improvement was observed in 2019 
with one company implementing the first principle and two companies applying the second principle 
(Annex 1). 

3.3. Compliance with equal stockholders’ rights (mandatory principle)

Most companies abide din 2010 and 2019 by the five following principles: invitation to the ordinary 
and extraordinary general assembly meeting, access to a share of monetary and in-kind profits, voting 
on the company’s profits, election of board members and election of the accounts auditors. Only one 
company (3.2%) respected in 2010 and 2019 the principle of shareholders’ priority to subscribing to 
the company’s shares. This is a relapse in the level of commitment to this principle. In 2010 and 2019, 
there was minor commitment (6-7 companies) with the right of a stockholder to sell, transfer or paw 
nshares and manage stockholders’ records20 with fair treatment and equal rights. 

The annual reports in 2010 did not refer to any of the other principles, namely: candidacy to the board 
membership21, participation in the public offering, protection of small stockholders in case of merging 
or disposing of the company. However, a positive development appeared in 2019 as one company ap-
plied the first two principles and two other companies abided by the last one (see Annex 2). 

3.4. Compliance with the principles related to the board and executive management

These principles represent the lion’s share of the Code (34 principles constituting 45% of the corporate 
governance principles). This is an indication of the importance of the board in promoting companies’ 
compliance with the corporate governance principles.

As regards the board:

Eight compulsory principles:

Most companies in 2010 abided by the principle of “the number of board members shall not be less 
than 5 and more than 11”. This principle was violated by only two companies, which had more than 11 
members in their board. The level of conformity with this principle relapsed in 2019 as 7 companies 
did not apply it while two companies had boards with less than 522 members. Five companies had more 
than 11 members in their boards.

Most companies (75%) in 2010 and 019 applied the principle of “forbidding that membership on the 
board represents a conflict of interest to any of the members”. They also reported the allowances paid 
to board members and executive management in their annual report, noting that a large part of these al-
lowances was reported as a consolidated number for every board members without any further details.

Only 8 companies (25%) adhered in 2010 to the principle of forming permanent or temporary com-
mittees of board members. A positive development was noticed in 2019 as the number of complying 
companies rose to 33 (72%).

On another note, a small percentage of companies in 2019 (5, 9 and 10) applied the principles of 
board’s liability toward stockholders for any willful negligence or serious omission, and devising a 
written code to avoid conflict of interest with the rules applicable to board’s chair and members includ-
ing reporting cases of conflict of interest, and participation in meetings, and participation in general 
assembly meetings and that a member cannot sit in two committees at the same time (see Annex 3.a)

Twenty-one optional principles:

In 2010, fifteen companies (46.9%) made sure that the board convened for a number of times that is 

20   No company mentioned it had an accessible stockholders’ registry, but most companies show the names of the largest shareholders and their shares.
21   According to the Companies’ Act, a shareholder may not run as candidate to the board without owning a threshold of shares specified by the  
       articles of association. 
22   It should be noted that the 1929 Companies Act effective in the Gaza Strip allows for the formation of a board with less than five members. 
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proportional to the company’s size and business and consistent with its articles of association. A notice-
able improved was observed in 2019 as 32 companies (70%) adhered to this principle. Furthermore, in 
2019, twelve companies respected the principle of preventing the chair or members of the board from 
holding any executive positions in the company. A positive development was observed as the number 
of complying companies increased to 22 (48%) in 2019.

Ten companies (31.1%) applied in 2010 the principle of risk management by the board with noticeable 
improvement in 2019 (24 companies – 52%). Moreover, 9 companies (28.1%) formed one or more of 
the following committees: auditing committee, remunerations committee, governance committee with 
a noticeable improvement in 2019 as 30 companies (65%) abided by this principle).

In 8 companies, mostly banks, the chair of the board23 performs some responsibilities: building a con-
structive relation among the board members, ensuring access to correct information, proposing the 
agenda to any meeting, guaranteeing board’s fulfillment of its duties in the most appropriate manner. 
In 2010, only two companies respected the principle according to which the chair of the board may not 
be member of the governance committee.  Compliance with this principle increased to 13 companies 
(285) in 2019. As relates to the right of small stockholders to elect a representative to the board, only 
two companies were conforming in 2010 while the number increased to 8 companies in 2019.

Only two companies complied with the principle that the board devises the necessary policies to abide 
by laws, regulations and instructions in 2010, and the number increased to 3 companies in 2019. Only 
one company applied the principle of having new members sitting on the board24. This number in-
creased to 8 companies in 2019.

Companies’ compliance with the principle of having two independent members on the board seemed 
very weak with one company applying this principle in 2010 and 3 companies in 2019. The same ap-
plies to organizing meetings between the board and its committees with senior officials and key share-
holders for consultation purposes (1 company in 2010 and 6 companies in 2019). 

It should be noted that 21 companies only (46%) published their articles of association while 8 of 
them prescribed in their articles of association the cases of removal of a board member،25. Two other 
companies specified in their articles of association the responsibilities of the board and its committees 
and members. Article (4) of the effective Companies’ Act prescribes attachment of the company’s 
memorandum and articles of association upon registration. This means that each company is supposed 
to have articles of association (or internal bylaws) but only 46% of them published their articles of 
association on website of the Palestine Stock Exchange. The Code of Corporate Governance also pre-
scribes that every company must establish a financial and administrative system. However, companies’ 
annual reports showed that only 15 companies (32.6%) referred to having such a system in their annual 
reports but they did not post this system on the company’s website nor on the website of the Palestine 
Stock Exchange. 

The principle of cumulative voting upon election of candidates to the board was not applied in any of 
the companies in 2010, while 4 companies enforced it in 2019. Only one company conducted an annual 
self-assessment of the board’s performance in 2010 and the number increased to 7 in 2019.

None of the companies prescribed that board members must have leading capacities in 2010, but the 
situation improved noticeably in 2019 as 16 companies conformed with this principle. None of the 
companies had a publicly posted professional code of conduct in 2010, while 4 companies did in 2019. 

On another level, in 2010 none of the companies prescribed that the board decides on the need to 

23   Contraventions include 3 persons who chair the boards of two listed companies in the same time.
24   Some board members serve for three consecutive terms, in violation of the Companies Act. For instance, a company expressed condolences for  
        the passing away of its board member who served on the board for 30 years; another company expressed condolences for the passing away of  
        a board member who served for 19 years on the board.
25   According to the Companies’ Act, membership on the board is terminated if the number of shares owned by any given member drops below  
        the threshold prescribed in the company’s articles of association. 
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appoint a secretary general from outside the board’s membership, while one company applied this 
principle in 2019. None of the companies in 2010 devised special instructions to prevent persons with 
access to information from internal trading of the company’s shares while only one company applied 
this principle in 2019 (see Annex 3B).

Executive Management (6 principles)

There is reasonable compliance with the three mandatory principles: 26 companies (81.3%) appointed 
a full-time qualified and experienced CEO. The number increased noticeable to 40 companies (87%) in 
2019. In two companies, the CEO was also a board member.

13 companies compelled its executive management to abide by the instructions of the board and its 
committees while 8 companies required the CEO and other senior officials and board members to re-
port on any personal or first kinship relatives’ interest in any of the company’s transactions. 

 Weak compliance with the optional principles: 14 companies (43.8%) designated the CEO to appoint 
senior officials and define their mandates and salaries in consultation with the board. One company had 
the board evaluation the CEO’s performance. Not a single company had the board collaborate with the 
CEO to prepare plans to replace senior officials. (refer to Annex 3C).

3.5. Compliance with auditing principles

The Code of Corporate Governance elaborated on auditing and compelled the board to form an auditing 
committee among its members and to create a special internal audit/ control department (see annex 4).

Noticeable improvement in compliance with the compulsory principles (6 principles)

- In 2010, only 4 companies (12.5%) employed the necessary human resources for the internal 
audit department, while 21 companies (46%) conformed with this principle in 2019.

- Two companies (6.3%) assigned the auditing committee to prepare an action plan for approval 
by the board in 2010, and the number increased 8 companies (17%) did the same in 2019.

- One company in 2010 required its executive management to provide the audit committee with 
the necessary statistics, information and data for the conduct of its business while the number 
increased to 10 companies in 2019.

- One company appointed an external auditor upon recommendation by the board in 2010 and 10 
companies did the same in 2019.

- One company in 2010 had its board appoint an internal audit officer upon recommendation 
from the audit committee, while 9 companies complied in 2019.

- None of the companies applied the principle that the liability of the audit committee does not 
absolve the board of its responsibility to ensure effective internal auditing.

Noticeable improvement in compliance with the optional principles in 2019 compared with 2010:

- In 2010, 6 companies (18.8%) formed an audit committee among its board members while the 
number increased to 30 companies (65%) in 2019.

- One company set the mandate and terms of work of its audit committees as well as the venue 
and quorum of its meetings while the number increased to 14 companies (30% ) in 2019.

- Only one company compelled its audit committee to submit its reports to the board in 2010, 
while 8 companies (17%) did so in 2019.

- Only two companies formed an internal audit department following recommendation from the 
audit committee in 2010 and 14 companies (30%) did so in 2019.
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- None of the companies evaluated its internal audit department in 2010 but the number increased 
to 9 companies (20%) in 2019.

- None of the companies enabled its internal audit department to prepare its reports without ex-
ternal intervention; but the number increased to 3 (7%) in 2019.

- In 2010, no company had the mandate of its internal audit department specified by ta board 
resolution, while in 2019, 5 companies did so.

- No company required its internal audit department to prepare an annual plan in 2010, and the 
number increased to 6 companies (13%) in 2019.

3.6. Disclosure principles:

This part covers one compulsory principle, respected by most companies relating to disclosure required 
by effective laws and regulations because PCMA imposes fines on the noncomplying companies.

For the two optional principles, compliance was as follows:

Most companies have a webpage while two companies do not have a website. One company as an in-
active website. 18 companies (56.3%) disclosed their corporate social responsibility at least once a year 
(in their annual reports) in 2019 while 29 companies (63%) did so in 2019 albeit with variant spending. 
Companies must provide for corporate social responsibility in their articles of association and assign 
the percentage of profits they allocate for this purpose rather than the current haphazard donations. On 
another note, 3 companies did not prepare an annual report in 2019 and presented only their financial 
statements (see Annex 5).

3.7. Relation with other stakeholders:

The other stakeholders are the company’s personnel, clients, creditors and any other person that has any 
type of relation with the company.

The principles included a mandatory principle to compel the company’s management ot prepare a clear 
financial and administrative system. Only 4 companies referred to this system in their annual report in 
2010 while 21 reported the same in 2019.

In 2010, 9 companies (28.3%) mentioned their commitment to informing their personnel of the pro-
cedures that enable the employees to choose their representative and provided their employees with a 
health insurance system and a pension scheme. The number increased to 16 companies (35%) in 2019, 
taking into account that focus in most of these companies is on the provision of a health insurance 
system and a pension scheme. 

In 2010, 4 companies (12.5%) prepared an appropriate mechanism to deal with its other stakeholders; 
the number increased to 8 companies (17%) in 2019.

One company listed its relationship with the other stakeholders on the agenda of its meeting through-
out the year in 2010 and had established a dedicated investors’ relations department. Other companies 
started to focus more on their relationship with their investors.

One company required its board to prepare a professional code of conduct for ratification by the general 
assembly (see annex 6).

3. Challenges to compliance with the Code of Corporate Governance

Many barriers hinder companies’ compliance with the corporate governance principles, mainly:

1. Israeli occupation measures, most importantly confiscation of land. Settlements occupy 46$ of the 
territory of the West Bank while the Apartheid Wall devours 10% of the land. Furthermore, Israel 
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controls and seizes natural resources including 80% of the water resources and the entire output of 
natural gas, oil, and metals26. The natural resources in Palestine have not been properly surveyed to 
assess their reserve and locations.27 Furthermore, the Israeli occupation controls the crossing points 
and borders, destroys the infrastructure including the Gaza Airport. The occupation also pursues a 
policy of demolition and displacement in addition to its siege and repetitive military assaults on the 
Gaza Strip, isolation of Jerusalem and discrimination against its Palestinian population. All these 
measures hinder private sector’s development and obstructs its production.

2. The regulatory environment, with a multiplicity of effective laws and different legal systems in the 
West Bank and Gaza Strip in addition to outdated key laws like the Companies’ Act and the need to 
adjust many laws to conform with the nature of enterprises operating in the Palestinian economy.
Moreover, many decree laws have been promulgated since the Palestinian internal division (305 
decrees covering all areas of life). Although these decrees are issued in compliance with Article 
(43) of the Basic Law, their promulgation mechanism raises substantial questions that impose a 
thorough review: expedite promulgation without due discussion with different stakeholders, some 
of these decrees generated broad protests like the Social Security Law, some of these decrees are 
drafted and enacted in total secrecy, and finally, many of these decrees do not respond to “neces-
sity that cannot be delayed’. There is an excessive abuse of Article 43 of the Basic Law, which led 
to enactment of many decree laws that entail heavy financial obligations upon the PNA, which it 
may not endure on the long term. According to many of these decree laws, new entities are created 
like the Istiqlal University, the Agricultural Risk Mitigation Fund. Moreover, many of these laws 
represent a constitutional violation like the Income Tax Law. 

This situation has a negative effect on companies’ performance and weaken their compliance with 
the corporate governance principles leading to a state of confusion and poor investment environ-
ment. 

3. The political divide: The impact of the internal political split is not limited to the political issues but 
also affects the economy. A reading of the key economic indicators reveals the wide gap between 
the West Bank and Gaza Strip. This is a painful situation to which none of the political or econom-
ic theories apply. It is a sign of a tremendous risk since the macroeconomic indicators’ variances 
between the two regions appear as if each one acted as a different state.

The other negative indicator of the political split is the absence of the role of the legislative council, 
which weakens the checks and balances and enables the executive power to hegemonize the other 
powers. This is a serious weakness in terms of corporate governance

4. Structure of ownership of companies and enterprises:

Table (1) shows that most enterprises operating in Palestine are sole ownerships (88% of the total 
number of enterprises). This situation obstructs any collective action, which usually exists in share-
holdings, mainly public equities. These present 0.04% of the total number of companies operating 
in the West Bank.        

26  State of Palestine (2018): SDGs Voluntary Briefing on the Monitoring and Implementation of the Sustainable Development Goals 203. Ramallah  
       – Palestine. P. 9.
27   Mustapha, Waleed (2016): Natural Resources in Palestine: Restricted Access and Maximization of Benefits. Palestinian Economic Policy Research  
        Institute (MAS). Ramallah – Palestine. P. 109.



Public Shareholdings Compliance with Corporate Governance Principles ”Reality  and Promoting Mechanisms”27

Table (1) Sole ownerships and companies registered in 2020

Company’s Type Number
Sole ownership in 2017* 125,501
Local companies – total ** 27,875
Public ordinary company 10,078
Civil companies 54
Ordinary with limited liability 27
Public equity 17,298
Foreign company – total ** 294
Private equity 106
Public shareholding 295
Foreign ordinary company 200
Not-for-profit company 28

Sources:  Palestinian Central Bureau of Statistics, 2018, General Census of Population, Housings and Establish-
ments of 2017 – Final Findings – Establishments Report – Ramallah, Palestine

Companies Registration Department - MoNE Many other indicators related to the ownership structure, 
including:

Most private companies are either private shareholdings or ordinary partnerships. They are mostly 
family enterprises, even many public equities are of family enterprise nature. This is apparent in the 
names of the board members. The family enterprise structure may weaken corporate governance be-
cause of interwoven family and personal relations with the company’s business28. Furthermore, family 
enterprises usually lack the culture and understanding of corporate governance. 

The other indicators that testify of weak collective action and corporate governance may be observed 
by a review of the website of Palestine Stock Exchange. Half of the companies listed (23 companies) 
were created before 1995, prior to the PNA establishment. Around one-third of the listed companies 
(16 companies) have been established between 1996 and 1998. They are mostly insurance companies 
and banks. The website also shows that one public equity is created every two or more years.

Moreover, there are 106 public shareholdings, 46 of which are listed while 27 others are being liquidat-
ed. The other companies are not qualified for listing. This is an important indicator of weak corporate 
governance in Palestine. 

5. Weak public sector governance: The Organization for Economic Cooperation in Development 
(OECD) underlined that effective corporate governments requires a proper regulatory framework 
that market participants can rely on to establish their contractual relations. A corporate governance 
framework usually includes regulatory and legislative elements with self-regulation arrangements, 
and optional obligations in addition with conducting of business that results from a country’s unique 
circumstances, history, and traditions. Furthermore, legal requirement of corporate governance 
must be consistent with the law, transparent and implementable. The distribution of responsibilities 
among different stakeholders must be clear and in the service of public interest29. In other words, 
governance of the public sector is a precondition for effective corporate governance. 

The World Bank developed 6 indicators to assess governance of the public sector in all countries 

28  Khalifa, Mohammad (2018): Corporate Governance for Family Enterprises. Workpaper submitted to the International Conference on (Promoting  
       the Role of the Private Sector in Governance and Anticorruption Efforts). Anti-Corruption Commission. Ramallah-Palestine.

29  OECD (2017), G20/OECD Principles of Corporate Governance (Arabic version), OECD Publishing, Paris. http://dx.doi.org/10.1787/9789264265455- 
      ar. P 13-15.
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of the world (voice and accountability, political stability, absence of violence/terrorism, effective 
government, regulatory quality, rule of law and control of corruption). A score was given to each 
indicator that ranges between -2.5 (in case of poor compliance) and +2.5 for strong compliance. Ta-
ble (2) shows that all public sector governance indicators in Palestine are weak30. The government 
needs to take the necessary measures to improve these indicators by shedding light on the reasons 
behind the weak indicators and addressing them in collaboration with all society segments. The 
World Bank reiterated that, ‘good governance needs governmental measures and requires effective 
public participation.’

Table (2): Public Sector Governance Indicators in Palestine (1996-2017)

Year/indica-
tor

Voice & ac-
countability

Political stability 
& absence of 

violence/terror-
ism

Effective 
govern-

ment

Regulato-
ry quality

Rule of 
law

Control 
of corrup-

tion

1996 0.76- 1.54- 1.15- 0.89- 0.04- 0.04
2002 0.81- 1.65- 1.0- 0.97- 0.33- 0.32-
2005 0.65- 1.41- 1.06- 1.06- 0.34- 0.49-
2008 0.86- 2.0- 1.27- 1.12- 0.76- 0.44-
2011 1.01- 1.94- 0.59- 0.20 0.43- 0.45-
2014 0.88- 1.99- 0.49- 0.21 0.39- 0.28-
2017 1.03- 1.64- 0.40- 0.02 0.42- 0.03-
2019 1.1- 1.94- 0.74- 0.03 0.49- 0.26-

The Worldwide Governance Indicators (WGI), 2018 Update, Aggregate Governance Indicators 1996-2019. https//:info.worldbank.org/
governance/wgi/

6. Insufficient government facilities to the private sector: Government measures and facilities needed 
to create a business inducing environment in Palestine are insufficient. Table (3) shows that Pales-
tine improved its ranking on Doing Business in Palestine from 135 to 117, but showed a significant 
collapse on 5 of 10 indicators addressed by the report: issuance of building licenses (from rank 130 
to 148), protection of investors (from 490114), tax payment (from 55 to 112), and enforcement of 
contracts (from 93 to 123). 

On the other hand, significant improved was noticed in the indicator of access to credit (rank im-
proved from 159 to 25), and some improvement of the cross-border trade and resolving insolvency. 

30  The Worldwide Governance Indicators (WGI), 2018 Update, Aggregate Governance Indicators 1996-2019. https://info.worldbank.org/gover 
      nance/wgi/
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Table (3): Palestine’s rank on Doing Business Report in 2013 and 2020

Year Ease 
of 
doing 
busi-
ness

Starting a 
business

Dealing 
with 
con-
struc-
tion

Getting 
elec-
tricity

registra-
tion of 
property

Get-
ting 
cred-
it

Protect-
ing mi-
nority 
investor

Paying 
taxes

Trad-
ing 
across 
bor-
ders

Enforce-
ment of 
contracts

Re-
solving 
insol-
vency

2013 135 179 130 85 78 159 49 55 114 93 185

2020 117 173 148 86 91 25 114 112 54 123 168

Source: World Bank website: https://arabic.doingbusiness.org/ar/data/exploretopics/

Note: the researcher chose 2013 because it followed the enactment of the income tax law of 2011

The report covered 185 countries in 2013 and 190 countries in 2020.
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5. Findings and Recommendations: 

5.1. Findings
The main findings are:

1. The multiple legal systems applicable in Palestine weaken the regulatory environment of com-
panies.

2. The effective Companies’ Act is outdated and inconsistent with the current situation in Pales-
tine as it was promulgated 57 years ago. Many political and economic changes took place since 
that date.

3. The Companies’ Act (12) of 1964 conforms with the 20 mandatory principles of the Code of 
Corporate Governance but contradicts or does not stipulate for the 56 optional principles.

4. The private sector played an important role in promoting corporate governance and participated 
in many relevant activities through its representative bodies in partnership with the civil society 
organizations, local governments and competent ministries.

5. Theoretically speaking, promoting corporate governance is gaining importance in Palestine as 
evidenced by the production of the following instruments:

	 Instructions (4) of 2007 on professional code of conduct of insurance companies No (7/t) for 
the year 2007, as amended in accordance with the Insurance Law (20) of 2005.

	 Code of corporate governance and best practices for banks in Palestine of 2008, as amended.

	 Code of corporate governance in Palestine of 2009.

	 Code of conduct of employees of the private sector

	 Code of corporate governance for family enterprises in Palestine. 

6. Many official and unofficial entities (representative bodies of the private sector like the Union 
of the Chambers of Commerce, Businessmen Association, Coordinating Council of the Private 
Sector and the Federation of Industries), which have the responsibility to promote corporate 
governance are mandated with different scopes of works as per the laws regulating their ac-
tivities. They have endeavored to prepare some of the instruments listed above, but they have 
problems related to their authorities and interrelations, most importantly:

	 PCMA adopted a phased policy in the implementation of the Code of Corporate Governance, 
but did not provide for an enforcement timeline. Furthermore, there are questions around the 
application of the corporate governance scorecards.

	 Corporate governance principles require dedicating attention to other stakeholders, 
but the PMA has poor distribution of credit facilities. The financial facilities granted 
to the public sector have economic risks while the government competes with the 
private sector to access these facilities. There is a clear flaw in the sectoral structure 
of bank loans and facilities offered by banks in general, most importantly poor pack-
ages to the productive sectors (industry and agriculture) with a rise in bank facilities 
for personal and car loans. This situation raises questions about the developmental 
role of the banks.

	 The PCMA mandate overlaps with the PMA’s because local banks are registered as public 
equities listed on the Palestine Stock Exchange. This situation triggered duplication and 
competition over their areas of responsibility, but the two parties reached an MoU to distrib-
ute responsibilities.
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	 The Companies’ Act vests the Companies’ Registrar with many authorities relating 
to companies’ oversight and removal from registry as well as liquidation. However, 
the actual role played by the Registrar falls way below this scope. Furthermore, PMA 
is entrusted with full oversight of banks while the Companies Directorate General 
preserved the right to receive copies of the banks’ annual reports and follow up their 
general assembly meetings’ procedures. On another hand, PCMA is responsible for 
licensing and oversight of the companies and individuals working in the four finan-
cial sectors under its responsibility.  

7. As for listed companies’ compliance with the Code of Corporate Governance, the report re-
ferred to conformity in general without mentioning the names of the companies because the 
researcher noticed that corporate governance culture is absent in most companies. They do not 
realize what it means to abide by these principles while most companies did not apply the rule 
of “Comply and Explain”. Commenting on the six principles, the findings were as follows:

	 Compliance with the principles applicable to the organization of the general assembly 
meeting: a relapse was noticed in the level of conformity of companies with these mandatory 
principles. When it comes to the optional principles, most companies commit to organizing 
the meeting at a time and venue that is accessible to all shareholder, especially small ones. 
Furthermore, around one-third of the companies attach a detailed agenda to the invitation 
to the general assembly meeting. However, conformity is poor regarding the two following 
principles:

- Discussion of the items on the agenda to the meeting in the order they are listed 
and the right of each stockholder to raise questions and inquiries.

- Secret voting on each item separately.

	 Compliance with equal stockholders’ rights (all of these principles are mandatory): 
Most companies apply five principles: invitation to ordinary and extraordinary general as-
sembly meeting, access to a share of monetary and in-kind profits, voting on the profits of the 
company, election of the board, and election of the accounts’ auditor. However, compliance 
is weaker (only one or a few companies) with the priority of underwriting to the company’s 
shares and to the right of stockholders to sell, transfer or pawn their shares. The stockhold-
ers’ records are available with faire treatment and equal enjoyment of rights as well as the 
right to candidacy to the board, and participation in the public offering as well as protection 
of small shareholders in case of merging or otherwise disposal of the company. 

	 Compliance with the principles applicable to the board and executive management:

o  Regarding the board: there are 8 compulsory principles. However, a noticeable relapse occurred 
relating to the number of board members (at least 5 members and not exceeding 11 members). 
On another note, most companies (three quarters of the companies) abided by the principle of 
avoiding conflict of interest with membership on the board, and by referring to board members 
and executive management’s remunerations and allowances in the annual report. However, most 
of these companies reported on the remunerations and allowances as a consolidated number for 
each board member without any further details. Five to ten companies formed permanent and ad 
hoc committees of board members or respected the principle regarding liability of the board toward 
shareholders for intentional negligence and severe omission, and the drafting of a written system to 
avoid conflict of interest, as well as the rules that board members and chair must observe to report 
conflict of interest, in addition to taking part in meetings and attending general assembly meeting 
and that a board member may not be member of two committees simultaneously.  

o For the optional principles, a positive development was noticed with a rise in the number of com-
panies (from 15 – 32) that hold a number of board meetings proportional to the size and business of 
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the company and consistent with their articles of association. The number of companies complying 
with the principle of not assigning any executive tasks to the chair of the board increased from 
12 to 22. A few companies (5-10) abided by the following principles: liability of the board to risk 
management; formation of one or more the following committees: auditing committee, allowances 
committee, governance committee. The board fulfils a number of tasks, including constructive 
relationship among board members, access to correct information, suggestion of the agenda to 
any meeting, ensuring that the board fulfils its duties in the correct manner, the board includes 
new members. A small number of companies (1-3) conform with the following principles: the 
chair of the board may not be a member of the governance committee, the board devises policies 
that ensure compliance with the laws and regulations, the board has two independent members, 
the board and its committees meet with senior officers and key shareholders for consultation. On 
another level, none of the companies complied with any of the following principles in 2010 and 
2019: company’s professional code of conduct that is made public, the board decides on the need to 
appoint a board’s secretary from outside its membership, instructions to prevent people with access 
to information to internally trade in company’s shares. Only 21 companies have articles of asso-
ciation/ internal bylaws, eight of which referred in their articles of association to the removal of a 
board member while two other companies included in their articles of association or board internal 
bylaws specific assignment of the responsibilities of the board, its members, and committees. Only 
one company abided in 2010 by the self-performance of the board at least once a year. This number 
increased to 7 companies only in 2019.

o At the level of the executive management, there is a reasonable compliance with the three com-
pulsory principles with noticeable improvement (the number of complying companies increased 
from 26 to 40) regarding the appointment of a qualified, experienced, and full-time CEO. Further-
more, 13 companies applied the principle of executive management’s respect of the decisions of 
the board and its committees. Some companies (8 companies) applied the principle of disclosure 
by the CEO and senior officials and board members of every transaction in which they or their first 
kinships have an interest. 

o Weak compliance with the optional principles: Fourteen (14) companies representing (43.8%) 
have a CEO who is in charge of appointing senior officials and defining their mandates and salaries 
in consultation with the board. The board in cooperation with the CEO do not prepare plans to re-
place senior officials in any of the companies. 

	 Auditing: While only 4 companies appointed the necessary internal control and auditing 
human resources, the number increased to 21 in 2019. The number of companies with an 
auditing committee that prepares the auditing plan for approval by the board increased from 
2 to 8. One more company (from 9 to 10) compel the executive management to provide the 
auditing committee with the statistics, information, and data necessary for its conduct of 
business. The same number of companies appoint an externa auditor upon recommendation 
of the board, which also designates the internal editor following recommendation of the 
auditing committee. None of the companies reported that the auditing committee does not 
absolve the board of its responsibility to guarantee the efficiency of the internal control and 
auditing system. 

A noticeable improvement occurred in 2019 relating to compliance with the optional prin-
ciples, compared to 2010. The board now forms an auditing committee in 30 companies, 
compared to 6 only in 2010. While only one company defined the tasks and terms of work 
of the auditing committee as well as its meetings’ venue and quorum and formed an internal 
auditing department following recommendation of the auditing committee, the number in-
creased to 14 companies in 2019. Regarding submission of the auditing committee’s reports 
to the board and application of internal audit practices, the number of complying companies 
increased from only one company in 2010 to 8-9 companies in 2019. None of the compa-
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nies entrusted their internal audit department with the preparation of its report without any 
external intervention in 2010, but 3 companies had started this practice in 2019. The board 
defines the mandate and tasks of the internal auditing department in 5 companies while the 
department prepares an annual plan in 2019 compared to 0 companies in 2010. 

	 Disclosure: Most companies comply with the requirements of disclosure stipulated in effec-
tive laws and regulations and have their internet page. In 2010, 18 companies disclosed their 
corporate social responsibility at least once a year (in their annual report) while this number 
increased to 29 in 2019. Regarding compliance with preparation of an annual report, 3 com-
panies have not prepared such report in 2019 and presented only their financial statements.  

	 Other stakeholders: the number of companies complying with the compulsory principle of 
the obligation of the company’s management to devise a clear financial and administrative 
system increased from 4 to 21 companies, including some companies (9 companies in 2010 
and 16 in 2019) that inform their staff of the procedures to select their representatives and 
have health insurance and pension systems, considering that the health insurance and pension 
systems are provided in some of them. 

The number of companies with appropriate mechanisms to deal with other stakehold-
ers increased from 4 to 8. Some companies created specialized investors’ relations 
departments while only one company focused on relations with investors in 2010. 
One company has a professional code of conduct ratified by its general assembly.

8. Numerous obstacles hinder companies’ ability to comply with the governance principles, 
most notably:

·	 Israeli occupation practices.

·	 The current regulatory environment.

·	 The political split and paralysis of the legislative council, which weakened accountability 
and created a hegemony of the executive power over the other powers.

·	 The ownership structure of companies and enterprises: most companies and enterprises 
operating in Palestine are individual companies (sole ownership) or family businesses with 
very few publish shareholdings.

·	 Weak governance of the public sector: all of the indicators scored negative points.

·	 Poor government measures and facilities to the private sector: the indicator on easiness of 
doing business in Palestine increased from 135 on the list to 117, but the other indictors 
relapsed relating to construction permits (dropping from 130 on the list to 148), investors’ 
protection (from 49 on the list to 114), payment of taxes (from 55 to 112), and enforcement 
of contracts (from 93 to 123). 
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5.2 Recommendations:
1. Promulgation of a new companies’ act to be in harmony with the latest developments in Pal-

estine and facilitate organization of companies’ business in a manner that is more consistence 
with corporate governance principles. The law is an importance instrument to promote compli-
ance with these principles.

2. Amendment of the laws of the PMA and PCMA to define their mandates and promote compli-
ance with corporate governance principles and good governance.

3. Preparation of a detailed plan by PCMA with a timeline to compel all companies to apply cor-
porate governance principles with use of scorecards to assess compliance. 

4. Preparation of studies on variant details to reinforce compliance with corporate governance 
principles:

·	 Sectoral studies, at the entire industrial sector level or for specific industries, or at the 
level of the sectors of agriculture or construction. Sectoral studies in accordance with the 
scoring used by the Palestine Stock Exchange to shed lights on the problems and barriers 
to companies’ compliance with corporate governance principles. The procedures and rem-
edies may vary from one sector to another.

·	 Studies in each one of the principles and the level of compliance by companies to pinpoint 
the weaknesses and propose solutions.

·	 Studies on specific companies to be used as a case study and create a success story of 
compliance. 

5. Signature of an MoU between AMAN Coalition and the representative bodies of the private 
sector to build on achievements in promoting corporate governance. This cooperation includes 
raising awareness and organizing training on corporate governances for the companies mem-
bers of these bodies like the Union of the Chambers of Commerce and the Federation of Pales-
tinian Industries, etc.

6. Exerting joint effort by AMA Coalition, Palestine Stock Exchange and PCMA to understand the 
barriers to listing currently unlisted public equities. Endeavoring to transform some successful-
ly private equities into public equities listable on the stock exchange to increase the number of 
listed companies.

7. MoNE should exert more efforts to improve the indicator of doing business in Palestine. 
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Annexes31

Annex 1: Compliance with the principles related to the organization of the general assembly meetings

Number 
and per-
centage 
of com-
plying 
compa-
nies

Organization of the general assembly meetings

Mandatory principles Optional principles

Send-
ing 
invita-
tion

Agenda 
sent 
with in-
vitation 
at least 
14 days 
before 
the date 
of the 
meeting

Right of 
share-
holders 
to hear 
the ac-
counts 
auditor 
report

Organi-
zation 
of time 
and 
venue

At-
tach-
ing de-
tailed 
agen-
da to 
the 
invita-
tion

Right of 
share-
holders 
who own 
collec-
tively 
at least 
10% of 
shares to 
propose 
items 
to the 
agenda

Discus-
sion 
of the 
agenda in 
the order 
listed, 
and each 
stock-
holder’s 
right to 
raise 
questions 
and inqui-
ries

Secret 
voting on 
each item 
separately

Year 

2010

No of 
compa-
nies

27 30 32 31 12 1 0 0

Per-
cent-
age

84.4% 93.8% 100% 96.9% 37.5% 3.1% 0% 0%

Year

2019

No of 
compa-
nies

24 42 41 42 12 1 1 2

Per-
cent-
age

52% 91% 89% 91% 26% 2% 2% 4%

31  Data calculated by researcher based on information on PCMA website: https://www.pcma.ps/SitePages/home.aspxand Palestine Exchange 
https://web.pex.ps website: as well as websites of the listed companies.
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Annex (2): Equal Shareholders Right
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Annex (3.a): Principles related to the board

Board Mandatory Principles

Board com-
prises at 
least 5 and 
at most 11 
members

Board 
members 
may not 
be in 
conflict of 
interest 
with the 
compa-
ny’s busi-
ness

Board 
bears 
liability 
toward 
sharehold-
ers for 
intended 
negli-
gence or 
severe 
omission

Written 
protocol 
to avoid 
conflict of 
interest

Formation of 
temporary 
and ad hoc 
committees

Rules applicable 
by chair and mem-
bers of the board, 
like reporting on 
conflict of interest, 
attending meetings, 
attending general 
assembly meetings, 
a member may not 
be member in two 
committees at the 
same time

Year

2010

Number 30 25 0 0 8 0

percent-
age

93.8% 78.1% 0.0% 0.0% 25.0% 0.0%

Year

2019

Number 39 18 9 5 33 10

Percent-
age

85% 39% 20% 11% 72% 22%

Annex (3.B): Optional Principles Applicable to the Board

Optional principles No and percentage of complying com-
panies

Year 2010 Year 2019
No Percent-

age
No percent-

age
Cumulative voting in selecting a candidate to 
the board

0 0.0% 4 9%

Articles of association refer to cases of re-
moval of a board member

0 0.0% 8 17%

Board chair and members do not perform 
executive tasks in the company

12 37.5% 22 48%

Board has new members 1 3.1% 3 7%
Board comprises also two independent mem-
bers

0 0.0% 16 35%

Board members enjoy leadership skills 0 0.0% 2 4%
Articles of association and board’s internal 
bylaws precisely specify the responsibilities 
of the board, its committees, and members

0 0.0% 3 7%

Board does not issue any general delegation 
of powers to anybody

2 6.3% 8 17%

Board devises policies ghat ensure respect 
of effective laws and regulations and instruc-
tions by the company

9 28.1% 30 65%
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Formation of the following committees: audit 
committee, remunerations and allowances 
committee, and governance committee

1 3.1% 6 13%

Board and its committees meet with senior 
officials and key shareholders for consulta-
tion purposes

10 31.3% 24 25%

Board conducts risk management 8 25% 11 24%
Chair of the board undertakes several tasks: 
building constructive relation with board 
members, access to correct information, pro-
posing the agenda to any meeting, ensuring 
the board performs its responsibilities in the 
manner needed

2 6.3% 13 28%

Chair of the board is not member of the gov-
ernance committee

1 3.1% 2 4%

The articles of association include moral obli-
gations and other commitments that depend 
on the company’s business and unique cir-
cumstances

1 3.1% 7 15%

Self-assessment of board performance at 
least once a year

15 46.9% 32 70%

The board convenes as many times as propor-
tional to the size and activity of the company 
and in consistency with its articles of associa-
tion

1 3.1% 1 2%

Board judges on the need to appoint a secre-
tary general from outside the board members

0 0.0% 1 2%

Devise instructions to prevent persons who 
have access to information from internal 
trading of shares

0 0.0% 1 2%

Preparation and publication of the company’s 
code of professional conduct

0 0.0% 4 9%

Small stockholders’ right to elect their repre-
sentative to the board

2 6.3% 3 7%
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Annex (3.C): Principles applicable to the executive management 

Number and 
percentage 
of complying 
companies

Company’s executive management

Compulsory principles Optional principles

Appointment 
of qualified, 
and experi-
enced full-
time CEO

Executive 
manage-
ment 
observes 
instruc-
tions of the 
board and 
its commit-
tees

CEO, and 
senior 
officials dis-
close to the 
board any 
personal or 
first kinship 
relatives’ 
interest in 
any transac-
tion

CEO 
appoints 
senior of-
ficials and 
defines 
their man-
date and 
salaries in 
consulta-
tion with 
the board

Board 
evalu-
ations 
CEO’s 
perfor-
mance

Board, 
in coop-
eration 
with CEO, 
approves 
plans to 
replace 
senior 
officials

Year

2010

Number 26 13 8 14 1 0

Percentage 81.3% 40.6% 25.0% 43.8% 3.1% 0.0%

Year

2019

Number 40 4 3 1 0 0

Percentage 87% 9% 7% 2% 0% 0%
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Annex 4: Principles related to Auditing

Principles related to auditing

Year 2010

Number

percentage

Number and percentage of com-
plying companies

Year 2019

Number per-
cent-
age

A
u

d
itin

g related
 p

rin
cip

les

M
an

d
ato

ry p
rin

cip
les

Provide the necessary human resources for internal 
auditing purposes

4 12.5% 21 46%

Audit committee prepares an action plan for approv-
al by the board

2 6.3% 8 17%

Executive management supplies the audit commit-
tee with the necessary statistics, data and informa-
tion to perform its duties

1 3.1% 10 22%

Board appoints an external accounts’ auditor upon 
recommendation from the audit committee

1 3.1% 10 22%

Internal audit officer appointed by board upon rec-
ommendation of the audit committee

1 3.1% 9 20%

Audit committee’s responsibility does not absolve 
the board of its responsibility to ensure an effective 
internal control system

1 3.1% 0 0.05

O
p

tio
n

al p
rin

cip
les

Board forms an audit committee 6 18.8% 30 65%

Definition of the audit committee’s mandate and 
terms of work and of the venue and quorum of its 
meetings

1 3.1% 14 30%

Audit committee submits reports to the board 1 3.1% 8 17%

Internal audit committee formed upon recommen-
dation of the audit committee

2 6.3% 14 30%

Evaluation of the internal control/ audit department 0 0.0% 9 20%

Internal audit/control department prepares its re-
ports free of any external intervention

0 0.0% 3 7%

Board defines the mandate and duties of the internal 
control/ audit department

1 3.1% 5 11%

Internal audit department prepares an annual plan 0 0.0% 6 13%
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Annex 5: Disclosure and Transparency

Number and percentage of complying 
companies

Compulsory principles

Compliance with disclosure requirements 
in effective laws, regulations, and instruc-
tions

Principles related to transparency and disclosure

Optional principles

Company has a web-
page

Disclosure of corpo-
rate social respon-
sibility at least once 
a year (in the annual 
report

Year

201

Number 30 32 18

Percentage 93.8% 100.0% 56.3%

Year 

2019

Number 33 44 29

percentage 72% 96% 63%

Annex (6): Relationship with other stakeholders

Number and percentage of 
complying companies

Compulsory principles

Company must prepare a 
clear administrative and 
financial system

Principles related to transparency and disclosure

Optional principles

Prepare a mecha-
nism to deal with 
other stakehold-
ers

Inform per-
sonnel of the 
procedures 
they may use 
to select their 
representa-
tives, and pro-
vide a health in-
surance system 
and a pension 
scheme

List relationship 
with stakehold-
ers on the agen-
da to its meet-
ings throughout 
the years

Board pre-
pares a code 
of profes-
sional con-
duct, which 
is ratified by 
the general 
assembly

Year

201

Number 4 4 9 1 1

Percent-
age

12.5% 12.5% 28.1% 3.1% 3.1%

Year 

2019

Number 15 8 16 0 1

percent-
age

32.6% 17% 35% 0% 2%




