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Executive Summary of the Study on NonproPt Companies

This study was based on the legal framework that requlates the work of non-probt companies, starting with the
decree law number (6) of 2008, and then using the regulation issued according to the decree-law regarding
non-proPt companies in 2010. We have also discussed the illegality of the decision taken by the Palestinian
Council of Ministers to stop the registration of nonprobt companies, which is still in effect until the issuance of
this study. As a result, the Council's decision to amend the regulation for non-probt companies was reviewed,
as well as the decision regarding obtaining grants and Pnancing nonprobt companies. In addition, we legally
criticized the lack of credibility of the decisions of the Secretary-General of the Cabinet Ministries regarding
nonprobt companies and how he has become a legislator in contravention of all applicable laws and regula-
tions, and the effect of the decisions on the procedures followed within the Council of Ministers in dealing
with Pnancing requests for non-probt companies. In conclusion, the role of ofPcial authorities in monitoring
non-proPt companies was reviewed to come up with a set of deductions and recommendations as a path and
vision for change.

Until the publication of this report, the work of nonproPt companies sparked a wide debate, especially among
ofPcial circles, about the feasibility of establishing them, the extent of their importance, and the need to main-
tain them. Prime Minister, Dr. Muhammad Shtayyeh asked during his meeting with civil society organizations
on 4/9/2019 about the reasons that lead individuals to establish non-probt companies instead of other busi-
ness models. The main reason for establishing nonproPt companies in Palestine is the desire of those who
establish them to own the product and effort without the inPltration or the participation of anyone else. This
allows the Bexibility and freedom of decision, especially considering that those founders place their capital into
these companies while looking for other Pnancing opportunities.



Large companies and some public Pgures are becoming interested in nonproPt companies to establish their
charitable and developmental activities, enabling them to know where and how their donations are distributed.
At the same time, some Palestinian personalities sought to immortalize their memory, just like the rest of the
rich personas around the world. Moreover, many donors currently prefer Pnancing nonprobt companies due to
their signiPcant contribution to reducing poverty, encouraging creativity, and creating job opportunities. They
are also based on the spirit of innovation and creativity in the era of digitalization and social media. On the
contrary, the goals of associations are mostly related to providing community services without ensuring their
quality and the direct impact on society. It may also be of a relief nature and limited in a certain region or goals.
Our study aimed to address the legal and practical issues in dealing with nonproPt companies. Those who fol-
lowed the work and establishment of these companies realize that the reason for this militancy doesn't come
from legal or practical reasons but rather for reasons that appear to be political.

We are facing a battle over the idea of non-probt companies. If we try to categorize those companies based
on their geographical distribution, nature of work, and partners, we will Pnd that there are some who work
in the Pelds of reconstruction, human rights, justice, alternative energy, and Pnancing. Besides, more than ten
active, inBuential companies were founded by public personalities, inBuential personalities. They also work in
Jerusalem and its environs.

Accordingly, the best way to deal with them is to represent the facts on a political level to avoid confusion and
ambiguity. Some companies are registered in the name of a full family and this is correct and natural because
the law allows that.

The study showed that the Secretary-General had developed instructions in contravention to law and regula-
tions issued by the Council of Ministers. He also established the so-called Ministry of Competence. It seems



posit money in the accounts of nonprobt companies. The main argument was that they should submit written
approval from the Minister of Economy stating that the total amount did not exceed one hundred thousand
dollars annually; if the amount mentioned above is exceeded, an approval decision by the Council of Ministers
is needed,

The decision did not address the non-probt company’s capital, how it was deposited, the funds obtained by it
through the activities that generate probts, in accordance to the provisions of article (11/1) of the regulation.
However, the banks, abiding by the instructions of the Monetary Authority, do not allow depositing of any
money. This has an expansion of interpretation, as the decision of the council of ministers came to address
the mechanism for obtaining grants, gifts, and donations without reference to the issue of probt-generating
activities, the company’s capital, or how to deposit it.

The study dealt with a wide range of regulators who have become a burden on the Ministry of Economy,
non-proPt companies, and the public's conbdence in the system. It is unjustiPed to complicate pre-procedures
when post-control procedures over the activities and work of non-probt companies can be taken. Moreover,
money deposited and withdrawn could be easily speciPed. As long as nonprobt companies are subject to the
Anti-Corruption Law and the OfPce of Financial and Administrative Supervision, and as long as Companies'
Controller has the right to send their Pnancial information to audit these companies, it is a priority to activate
the competent supervisory authorities, as is the case with associations, unions, federations, and political parties.
The study reached a set of conclusions, which can be summarized in the following points;

1. Nonprobt companies are confused with Associations by government agencies and semi-ofpcial institutions.
This was highlighted in the reports of the OfPce of Financial and Administrative Supervision and several human
rights institutions as well as in the circulars issued by the Secretary-General of the Council of Ministers.

2. Confusing companies with associations does not represent an addition to them as they are not dealt with




from a precise technical point of view as associations, and they are not dealt with as companies either. In this
context, it should be noted that associations submit reports to the Ministry of Interior and obtain Pnancial
approval, and they are subject to regular supervision. Moreover, their projects are not subject to the approval
of any formal bodies.

3. The previous and current governments committed, through the Secretary-General, a series of legal violations
in dealing with nonproPt companies, for instance, the decision of the previous government to stop the regis-
tration of nonproPt companies. Another violation is the Secretary-General's decision addressed to the Minister
of Economy on 5/8/2019, related to standards for the work of non-proPt companies. The decision is a violation
of the decree-law issued by the President and the regulation issued by the cabinet. The decree-law states that
the work of non-proPt companies is regulated by a regulation issued by the Council of Ministers and not by
the Secretary General of the cabinet.

4. The study shows that the number of active companies is more than 120 companies, according to the Compa-
nies Controller, 15 of which are in Gaza. Consequently, the extreme complicated involvement of the government
serves no practical purpose, and it clear that the political level is unaware of the number of these companies.
5. Several founders of registered nonprobt companies dedicated their money to charitable projects fulPlling
their social responsibility, such as the Telecom Company, Hammouda Company, Munib Al-Masry Company,
Al-Shami Company, companies working in the Pelds of rights and freedoms, and others working in develop-
ment, innovation, and economic empowerment.

6. The companies registered by Jerusalemites was a way to escape and get rid of the Israeli procedures. There-
fore, it is necessary to deal with nonproPt companies operating in Jerusalem within appropriate and realistic
contexts.

7. The Palestinian Security Services deal smoothly and professionally with nonprobt companies, as they gave
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that the secretary-general confused what was mentioned in the regulations on associations and civil bodies
regarding Ministries of Competence with the decision related to the amendment on the regulations related
to non-probt companies. Among the signs of confusion is the use of the phrase «to verify the consistency of
the company’s business with its goals and objectives stated in the company’s bylaw». However, the bylaw of a
nonproPt doesn't require dePning the goals and objectives. Associations have bylaws dePning the goals and
objectives. Therefore, Ministries of Competence can't monitor the work of other ministries because they do not
have a legal existence or any legal authority. Besides, they do not have the ability, competence, or authority to
follow up on what has been stated.

In general, the Secretary-General of the Council of Ministers exercised the role of legislator replacing the com-
petent authorities. He amended, disrupted, and added rules for the work of companies in a way that indicates a
lack of understanding of the legislative system in Palestine. Thus, the ofPcial authorities, headed by the Minister
of Economy and Companies Controller, must stop working with these instructions until a regulation is issued by
the council of ministers according to the provisions of law.

It should be noted that the Minister of Economy has the authority to approve grants that do not exceed one
hundred thousand dollars per year, including operating expenses without the need for a decision from the
cabinet of ministers according to the Council's decision regarding the mechanism for nonprobt companies
to obtain grants, gifts, and donations, stated in the Prst and second paragraph of the article (3). The role of
the Monetary Authority and the banks emerged after the issuance of the amended regulation by the Council
of Ministers regarding obtaining grants and donations, as the Companies Controller refused to agree on any
transfer to nonproPt companies without the approval of the Secretary-general, based on the Council's decision
in 2016,

We also indicated in our study that the Monetary Authority, the Ministry of Economy, and Banks refused to de-




approvals within a reasonable time. However, due to the complications imposed by the Council of Ministers
and the Minister of Economy, many companies haven't obtained the funding required for months yet, although
it Plled all applicable business criteria.

8. There is ambiguity in the decision of the Council of Ministers and the Secretary-General regarding non-probt
companies concerning the Ministry of Economy.The corporate Law, the law amending the Corporate Law, and
the requlation issued by the Council of Ministers regarding the decree law, and the Cabinet's decision regard-
ing the mechanism for obtaining funds did not mention the Ministry of Competence. The term «Ministry of
Competence» was mentioned in the Associations Law but has nothing to do with the Corporate Law. The law
mandates the follow-up of companies by the Companies Controller, in the Ministry of Economy; the decision
issued by the Council of Ministers on 4/21/2016 states that the Controller may seek assistance, according the
second paragraph of Article 1.

9. The ministries related to the work of nonproPt companies do not have the knowledge nor the operational
capacity to deal with the Ples of nonproPt companies. This has led to the disruption of the role and work of
nonproPt companies.

The study is concluded with a vision of change of the work of nonprobt companies that can be summarized in
the following tracks;

1. The proposed regulation, which the committee is working on, did not address the issue of nonproPt com-
panies operating in Jerusalem.

2. The proposed regulation did not address the issue of nonprobt companies that were established by persons
or large companies, through which they seek to distribute their funds in the way they deem appropriate.

3. The proposed regulation, as far as we know, did not address the problems of obtaining loans and Pnancing
in the form of soft and/or zero interest loans.



4. The regulation did not address the issue of classifying nonprobt companies, especially those working in the
Pelds of human rights, which were legal before the issuance of the decree law of the establishment of non-prof-
it companies.

5. The regulation gives a role to new ministries called Ministries of Competence in contravention of the law,
as the creation of new bodies and legal references must be based on the law. Though, the Associations Law
stipulated the role of the ministries of competence, those ministries were unable to fulPll their role. So, how can
it have a role in dealing with non-probt companies? Otherwise, the goal is to complicate the procedure and
thwart the work of non-probt companies.

6. The proposed regulation did not respond to the challenges and circumstances faced by non-probt compa-
hies operating in Gaza, as it is necessary to study and address the situation practically.

7. The regulation did not include increasing the sums to be obtained without permission from the Council of
Ministers so that they would be more than one hundred thousand dollars annually.

We believe that the issuance of this requlation provides the soundest framework in terms of legal form, but we
need to see the change that is based on the following tracks:

1. Restructuring the regulation amendment committee to include relevant civil society institutions, a represen-
tative of non-probt companies, representatives of the private sector, the Ministry of Entrepreneurship and Em-
powerment, and the Ofbce of the Prime Minister.Therefore, the committee will take into account the interests
of all parties. This means that the work of this committee must be suspended until all representatives join in.
2. Itis important to hold workshops and awareness sessions for ofbcial bodies, including government members
and specialized employees, to explain the importance and role of nonprobt companies.This would contribute
to the better understanding of the concept of their work, their social and development goals, how to enhance
their role as a tool for economic and social disengagement from the occupation.



3. It is important to lift the restrictions imposed on nonprobt companies by the Monetary Authority and limit
its role to its legal competencies, by forming a representative of non-governmental bodies to follow up and
solve any problem related to the work of these companies through the Companies Controller and the Mone-
tary Authority.

4. Issuing a quideline and a service guide for nonprobt companies in terms of the legal period to complete the
transactions and requirements that must be met without linking and repeating them in every grant.

5. Addressing the issue of grants and donations and using a more Bexible and practical mechanism of work. For
instance, a company that receives half a million dollars annually should be allowed to submit a notibcation to
the Companies Controller only, without any external approval on these donations as long as it is committed to
submitting quarterly reports, as mentioned in the current requlation of nonprobt companies in article number
(3) of the year 2010.

6. Preparing special legal texts for companies operating in Jerusalem, Gaza, and Areas (C), and provide them
with technical and technological support to enable them to market their entrepreneurial work.

7. Establishing a national committee to determine the criteria to link activities and projects implemented by
non-proPt companies with the national plan.The criteria should be agreed upon and clear to all parties.

8. Establishing an independent department within the Ministry of Economy with a sufPcient number of profes-
sional workers able to process requests without delay.

9. Permitting the registration of nonprobt companies and suspending the previous Council's decision, accord-
ing to the set of requlations agreed upon by the competent authorities.

At the end of the study, we emphasized that a political decision by the Prime minister related to the work of
nonproPt companies will contribute to economic and social development. Moreover, the concept of entrepre-
neurship and empowerment can only be translated through real actions.



We must put an end to the confusion and concerns surrounding the nonproPt companiesWe also should
use them as an effective tool within the government's plan to break away from the occupation and support

entrepreneurs in the Palestinian. All the elements of Pnancial, administrative, and legal control over these
companies should not be neglected, within the limits of needs and reality.
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