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Minority Protection in Public Shareholding Companies According to
Palestinian Law No. (42) of 2021

Prepared By: Nora Walid Ismail Daramna
Supervised by: Dr. Samar Sammour

Abstract

The study seeks to clarify the extent of legal protection for small shareholders by examining
the rules established by the Palestinian law, which guarantee the protection of small
shareholders. It also examines the guarantees established by the Palestinian legislature for
shareholders to understand their rights. It also examines the legal means available to small
shareholders that protect them from the arbitrariness of the majority, granting them the right
to manage, access information, request inspections, and other rights. The study assumes that
small shareholders are shareholders who own a minority of shares, and that this minority
often suffers from injustice and arbitrariness in the face of the majority. A joint-stock
company is a company typically established to undertake large-scale projects, with its capital
divided into equal, negotiable shares, and each partner is liable only to the extent of their
share in the capital and the shares they have contributed. The study also demonstrates the
position of the Palestinian legislature regarding the protection of minority shareholders in
public joint-stock companies. The first chapter addresses the legal protection provided by
Palestinian Companies Law No. 42 of 2021. This law provides mechanisms for shareholders
to object to decisions that may harm their interests. These mechanisms include the right to
object to general assembly decisions and the right to withdraw in exchange for fair
compensation if the nature or objectives of the company change in a manner that harms their
rights. The theory of abuse of rights, contained in the Palestinian Civil Code, was also
addressed, providing an additional safeguard to deter unfair practices against minority
shareholders.

The second chapter reviewed contractual and judicial protection as complementary means
of legal protection. Agreements between shareholders or specific provisions in the
company's articles of association may include conditions that limit the majority's power to
make unilateral decisions. Recourse to the judiciary is also considered an effective tool for
protecting the minority, especially when violations of their rights are proven. A number of
relevant legal provisions were analyzed, demonstrating the scope Palestinian law grants to
the judiciary in this regard.

The study concluded that Palestinian law provides a reasonable level of protection for
minority shareholders, but it still requires some additions and amendments. Among the most
prominent recommendations is regulating the handling of hostile bids, which the board of
directors may use to block more serious bids, harming the interests of all shareholders,
especially minority shareholders.

The study emphasized the importance of activating the principles of good governance within
Palestinian companies, particularly in acquisition cases, as this enhances transparency,
accountability, and equality among shareholders. It also emphasized the need to provide a
legal and legislative environment that ensures the transparent exchange of financial and
administrative information and equal opportunity for decision-making. This would limit
manipulation and enable minority shareholders to protect their interests within a fair and just
environment.
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