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Abbreviations and Currency Equivalents

Abbreviations

ABI
AFB
AFM
c/C
Dh
GOJ
iPD
JD
JiC
KOJ
LLC
MIT
PEDS
PSC
SEC
S/H
UAE
UPA
us
USAID
RMBCA

Amman Bank of Investments

Amman Financial Bank

Amman Financial Market

Controller of Companies

Dinar

Government of Jordan

Investment Promotion Depariment
Jordanian Dinar

Jordan Investment Corporation

Kingdom of Jordan

Limited Liability Company

Ministry of Industry and Trade

Private Enterprise Development Support Project
Public Sharehoiding Companies
Securties Exchange Commission
Shareholder

United Arab Emarites

United Partnership Act

United States

United States Agency for International Development
Revised Mode! Business Corporaticn Act

Currency Equivalents
(At early Aprii 1995)

Currency Unit
US$1.00

Jordanian Dinar (JD)
JD .65
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Executive Summary

USAID has requested that this report be prefaced by a summary of a few of the most important
recommendations contained in the more detailed analysis. In accordance with the Scope of Work for
this assignment, these recommendations are divided into three principal areas: registration,
Controller’'s authority, and general policy guidance.

Registration Process

In terms of the registration process, a few immediate and relatively straight forward measures can be
taken to improve the process both procedurally and substantively. These include:

- Liberalization of signature requirements for all entities;

= Elimination of pre-registration approvals by other ministries;

= Liberalization of name usage and simpiification of initial capitalization requirements for
LLCs and PSCs;

= Reduce the size, scope, and deiiberation times of the Issuing Committee; and,

= Implement several administrative processing changes within the Office of the

Controller, in particular, the in-take processing should bz improved and the filing
system should be modemized.

[ - -
Controller Authority

Generally, the Controller’s role should be less regulatory and more administrative. In the processing
of registrations, the Controller should have final administrative action except in those instances where
large PSCs are involved. Other, more specific recommendations made in this report include:

= Appoint the Controller as Chair of the Issuing Committee and simplify the Controller's
role in the valuation of in-kind shares;

= Allow the Controller to appoint auditors and lawyers to conduct shareholder mestings;

= Grant the Controller greater autonomy in approving capital decreases and increases,

mergers, and transformations;

Empower the Controller to receive modest annual franchise fees and enhance the
Controller's administrative capacity by adding a cashier and legal counsel to the office;
and

= Clarify the measures available to the Controlier to enforce the Law.
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Review of Jordanian Companies Law

General Palicy Guidance

The length and breadth of the current Companies Law impedes the efficient formation and registration
of companies in Jordan. There should be a division of responsibility whereby the Controller oversees
the formation and standing of private business entities while a securities regulatory body should
oversee the registration and compliance of public share companies seeking to raise capital from the
general public.

Ideally the process of creating a securities iaw and regulatory capacity should coincide with the
revision of the Companies Law, however, as the former prozess will require carefui collaboration
among the Amman Financial Market, the Central Bank, the Private Sector, and the Ministries of
Finance and Industry and Trade, the short-term objective of first improving the Companies Law is the
recommended approach.

A final observation is worth noting; the absence of the practicing bar in the revision of the Companies
Law is indefensible. These practitioners deal with the application and interpretation of the law on a
daily basis and their counsel should be actively solicited. The efforts of the Jordanian Bar Association
to form a Companies Committee to consult on the drafting process should be supported by USAID in
at least moral, if not material terms
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Chapter 1

Overview

introduction

The scope of work for this assignment was established by the Task Order of July 11, 1994 issued by
the USAID Sector Policy Reform Technical Support Project (PEDS Ill Buy-in). This scope was
supplemented by discussions with the Office of the Controller of Companies and USAID staff upon
arrival in Jordan.

This chapter is divided into three substantive components:

B to make improvements on the registration of companies;

= to clarify and increase the autonomy of the Controller of Companies ("Controller”);
and,

- to maka general suggestions on provisions of the Companies Law unrelated (o

registration and Controller autonomy.

This chapter is followed by a detailed analysis of the Companies Law which includes 130 comments
of the Law's 321 Articles with numerous recommendations proposing alternative statutory language
(some of which merely advise on draftsmanship} and administrative procedures. The technical
analysis is supplemented with some general observations and recommended actions on circumscribing
the procedural and administrative aspects of the company registration and oversight process in Jordan.
A copy of the Jordian Companies Law has been provided for reference as Appendix B.

Methodology

After a first-cut analysis of the Law, the consultant spent eight days conducting interviews with key
players in the private sector, government, underwriters, financial institutions (including the Amman
Financial Market), and, the practicing bar. Several of the interviewees included members of a Ministry
of Industry and Trade’s drafting committee currently recommending revisions to the Law before
submission and debate by Parliament. Summary notes of these meetings have been appended to this
report. These interviews ¥,2i3 instrumental in the identification of the critical shortcomings of the
current law.

A substantial portion of each day was spent in the Office of the Controller observing the registration
process and soliciting detailed comments from registrants, lawyers, and executive staff on various
aspects of the Law.

At the margins of my official meetings and work within the Controller’s office, opinions were solicited
from dozens of govermment officials, private businessmen, foreign investors, and most importantly,
members of the practicing bar. These meetings and observations were critical in gamering a practical
understanding of the Companias Law and the relationship of the private and public sectors in Jordan.
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Review of Jordanian Companies Law

After developing this subjective and objective information base, a detailed review of the Law was
undertaken in the hope that this analysis would have a solid underpinning of practicality. In making
recommendations, numerous U. S., European, and regional sources, were consulted, especially, model
U.S. laws, the Greek Companies Law, and the Companies Law of the United Arab Emirates. Various
treatises on U.S. and interiiational company law and three relevant reports produced by USAID
contractors were also consulted. Lastly, input was solicited during the drafting of recommendations
from members of the practicing bar, supervisory officials within the Office of the Controller, and
members of the private sector with the objective of ensuring that these recommendations comported
with Jordan's practical and political realities.

The practical limitations of the assignment have forced this report to be both narrower and less
detailed than would have been optimal. Clearly, with 321 articles, the Law is too lengthy and requires
simplification and removal of many provisions more logically included in securities, commercial, and
foreign investment laws. For example, care should be exerted on the relationship of the registration
of a Foreign Company Operating in the Kingdom (Article 275) and the revised foreign investment law.
Also, the framework for a revised securities law is evolving and the drafting team should take
appropriate consideration of the relationship between its work and the revisions to the Company Law.

This author is of the view that the enactment of a securities law will so radically alter the current (and
revised) Companies Law that replacement, rather than amendatory, legislation will be required. Inthe
interim, however, it is recommended, with some practical deletions, that the current Law's detailed
format be retained. While the "guts" of such laws in the United States and the United Kingdom are
in implementing regulations and administrative interp:etations, such express detail has two
advantages. First, it lends transparency to the company registration process, paricularly for the
unfamiliar foreign investor. Second, the current administrative capacity of thosa governmental
institutions who would promulgate and interpret the regulations is limited.

Analysis

As mentioned above, the Companies Law of 1989 is currently undergoing ravision by an ad hoc
Committee appointed by the Ministry and includes government officials, representatives from finance,
accounting, auditing, and academic professions.

The committee drafting the revisions of the Companies Law, however, does not include representatives
of the practicing bar who deal with the imperfections of the company registration process on a day-to-
day basis. This oversight is indicative of a lack of trust between the bar and the government. This
exclusion is also impractical as the process does not benefit, (as has been the case in the United
States in the drafting of the mode! codes cited throughout this report), from the invaluable insight that
practitionars can piovide. A number of the most respected practitioners have agreed to form a

companies committee within the Jordanian Bar Association and it is my strong recommendation that .

USAID support this effort and exert its considerable infiuence ci the government to cooperate fully.

The Companies Law drafting committee will render its findings to the Minister of Industry and Trade
for submission to the next session of Parliament. Concomitant with this process has been a parallel
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Review of Jordanian Companies Law

redrafting of Jordan’s foreign investment laws (which was not made available to the author). It is the
objective of the government to complete these revisions by the Amman Summit in October.

In response to a request by USAID, the recommendations are categorized by whether they can be
implemented in either the short- or long-term.

The Registration Process

The Company registration process is a frequent target of criticism by Jordan's private sector. It is
laden with unnecessary bureaucratic requirements that pervade the relationship between the public
and private sector in Jordan. These requirements occupy the valuable time and energy of government
officials, lawyers and registrants and impede the natural evolution of enterprise development in Jordan.
Second, the registration process is fraught with qualitative, and less than transparent, determinations
of a registrant’s submissions.

Although the registration procedures for all types of companies in Jordan have been reviewed, the
focus is on the particular problems associated with general partnerships, limited liability companies,
and public share companies, as these three categories comprise over 40,000 business enterprises
representing the vast majority of registrations in Jordan. As an example of the frustrations which
registrants frequently encounter, two flow charts of the registration process for limited liability
companies were developed. The first of these charts is an analysis of how the system should work
and the second, a worst case scenario of how it frequently works. While the Controller has made the
process more efficient through a number of needed administrative changes, especially through
delegation of decision making, the process is still cumbersome and unpredictable.

The major recommendations to improve the registration process include the following:

- Liberalize the signature requirements for general partners, limited partners, and
promoters of public shareholding companies. A certified representative or an
applicant's lawyer should be empowered to execute all necessary documents. This
simple measure would circumvent the unneeded precaution of having each principal
execute the necessary documentation in the presence of the Controller or his
designate. in the instance of general partnerships, it is suggested that partners be able
to execute documents before any "competent authority”, such as the police or other
local government office (Articles 11a, 57, and 91). This measure should be
implementable in the short term.

- Introduce greater flexibility in the number of partners allowed for both general
partnerships (currently 20) and limited liability companies (currently 50). Such increase

may speed the development of professional services partnerships in law, accounting, .

and medicine. These are areas that can achieve significant expansion in Jordan, due
to the Kingdom's rich human resource base (Article 9). This measura should be
implementable in the short term.
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Review of Jordanian Companies Law

Reduce minimal capitalization requirements for limited liability companies and public
shareholding companies from present ievels of JD 30,000 and JD 100,000 to JD 2,500
and JD 5,000, respectively. While these high levels were established to protect
creditors and third parties (i.e., consumers) from illiquid companies, creditors are still
able to protect themselves by requiring securitization, personal guarantees, or other
protection. Consumers can be similarly protected by requiring either the posting of
bonds or other guarantees or the establishment of higher capitalization levels (as is the
case with banks arid insurance companies) for those activities which involve special
risks to the general public (Articles 54 and 98). It is recommended that capitalization
levels be reduced, at least for LLCs in the short run. ‘

Liberalize name usage. For limited liability companies it is recommended that the
English method of allowing personal names be utilized, so long as the LLC distinction
(or some variant) is included in company advertising and stationery. The ability to use
personal names for LLCs will allow greater flexibility in name selection and allow
transforming partnerships to maintain commercial name recognition. Iin public
shareholding companies it is also recommended that the use of foreign language
names in trademark and copyright cases be allowed (as well as name reservation
procedures) to add clarity to the murky practice of name and trademark usage in
Jordan (Articles 55 and §0). Name liberalization modification should be implemented
in the short run.

Eliminate approvals from other ministries as a pre-condition of company registration
-- with a notice to applicants that registration does not necessarily qualify the registrant
to operate in certain activities (and perhaps providing notice to the other Ministry as
well). The current practice unnecessarily delays registration as the Controller is
required o write a letter to the relevant Ministry informing it that the applicant has
applied to fcrm a partnership or company. That Ministry must review the letter and the
applicant must comply with its requirements before its application for registration is
granted by the Coniroller (Articles 11 and 59). This recommendation could be
implemented via either statutory or procedural change, and therefore, should be a
short term rneasure.

Reduce share capital statements and banking information required from limited liability
and public shareholding companies. It is recommender] that simplified in-kind share
valuation procedures, especially for limited liability companies (whereby an auditor or
accountant submits to the Controller financial information prepared in accordance with
generally accepted auditing or accounting principles) be utilized (Article 58). This
recommendation should be the product of consultation with the various professicnat
associations invoived and, therefore, should be a medium-term measure.

Eliminate articles of association (by-laws) to be filed by general partnerships and
limited liability companies. As a general matter, these are not required to be filed in
U.S. jurisdictions as they are detailed intemal management matters and are of
secondary authority to the memorandum which is filed. Due to the uneven disclosure
standards however, the deletion of the requirement of filing articles of association for
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public shareholding companies has not been recommended (Articles 11, 57 and 95).
This change is likely to be a medium-term measure.

= Eliminate the requisite approval by the Minister of the objectives of limited liability
companies unless such objectives violate Jordanian law. The feasibility study
requirement for public shareholding companies with statement of objectives subject to
lawfulness and strictly construed public policy considerations should be replaced. This
information should ideally be contained in a prospectus issued by the public
shareholding company pursuant to a public offering (Articles 58 and 95). This
recommendation is a medium- to long-terrn measure.

= Simplify the selection, delegation, and operational criteria of the Issuing Committee
with regards to share pricing and other determinations. A recent USAID consultancy
has provided extensive commentary on the role of the Issuing Committee which was
created with the laudable objective of providing needed oversight on public
shareholding companies. The objective of this assignment has been to improve rather
than replace the Issuing Committee. For example, in those instances where the Issuing
Committe2 does not render its determinations in a timely manner, the valuation
established by the issuer will be determinative. Ideally, share pricing should not be
fixed at a nominal value of JD 1, but rather, be a product of the underwriting
agreement. This will also simplify and strengthen the Controller's role in this process
(Articles 93, 94, 135 and 136). While some improvements to the Issuing Committee
can be made in the short-term, the larger issue of securities regulation is a long-term
proposition requiring careful analysis.

= Reduce the mandatory number of public shareholding company directors from seven
to three, at least for those companies with capitalizations below JD 100,000. This
measure will reduce the cumbersome compliance requirements for small enterprises
and should be implemented in the short-term.

Simple extra-legal recommendations have been proffered such as improved in-take
processing, the establishment of a cashier and legal counsel within the Controller's
office, and the introduction of computerized filing and processing capability. These
improvements would greatly speed the registration process. These are discussed at
some length in the report and many, if not all, of the measures could be made in the

short term.

. |
The Role of the Controller

The Controller’s current role is a hybrid of a secretary of siate and securities commissioner. Moreover,
due to myriad approval requirements, those typical for autonomy is severely constrained.
Notwithstanding these limitations, the Controller and his staff exert near heroic levels of effort in
guiding registrants through this arcane labyrinth.
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As a practical matter, the Controller's relationship with the Minister, the Council of Ministers, and the
Issuing Committee is based upon cooperation and trust whereby his decisions are usually adopted
without substantial revision by higher authorities. Nonetheless, the registration process will be best
served if the Controller is given either absolute or, at least significantly greater, autonomy. Despite
the muttiple criticisms of the registration process, the vast majority of commentators have shared the
objective of increased autonomy for the Controller. The Controller's present role is part ticket taker
(in his registration capacity) and part referee (in his regulatory capacity) and this latter responsibility
should be reduced.

In the detailed recommendations, on this issue, the Controlier's guidance was followed by favoring a
hybrid approach. This approval empowers the Controller to make the vast majority of decisions
unilaterally. Only matters involving large public shareholding companies will be referred to higher
authorities, and the Controller will provide a recommendation on the optimal approach in these matters.
Future revisions to the Law should consider the creation of a wholly autonomous Controller with similar
authority as U.S. Secretaries of State or Commissioners or Registrars of Comparnies in other, mostly
Commonwealth, countries.

As the current revenue stream of the Controller’s office is through registration fees typically received
by U.S. statements of incorporation, it is suggested that the Controller receive modest annual franchise
fees from ali registrants in order for the office to become better staffed and modemized. These fees
would range from: JD 20 for partnerships; to JD 100 for limited liability companies; and up to JD 500
for the larger public shareholding companies. This revenue stream could be devoted to modernization
of the current record keeping system, staff training (a frequent request by staff), and the development
of other administrative improvements. The political viability of this proposal is unclear, but discussions
with the private sector encountered little opposition as long as the increased costs resulted in improved
practices and procedures.

A final administrative observation will be made on the vulnerability of company records in the
Controlier's office. Not only is the filing system arcane, but there is no back-up, either microfiche or
computer disk, and Jordan's entire company recordkseping system could disappear in a fire (a distinct
possibility given the pervasiveness of cigarette smoking).

Detailed recommendations are as follows:

) Empower the Controller to be the final decision maker directly or through delegation
with all matters involving general partnerships and limited liability companies. The
present system requires Ministerial approval on the most mundane of matters and as
this is essentially a “rubber stamp” process it unnecessarily adds a step tc the
process. Therefore it is recommended that the Controller's decisions be the final
administrative action, and any appeals of the Controller's determinations should be to
the Minister (Articles 9 to 89). These measures can be implemented in the short

term.

- Empower the Controller to be the finai decision maker in all registration decisions
involving public shareholding companies with capitalization levels of JD 100,000 or
below (Article 97). In those mattars above JD 100,000 it is recommended language
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that the Controller's decision be determinative when the Minister fails to act within 30
days. These suggestions obviously entail discussion and debate at high levels of
govemment but because of the universality of support for a more autonomous
Controller, it is expected that significant revisions can occur in the medium-term.

Strengthen the role of the Controller as chairman of the Issuing Committee (Articles
93, 94, 135, and 136). This can be accomplished by:

(i) appointing the Controller as chair of a smalier Issuing Committee;
(ii) limiting the scope of valuation determinations made by the Issuing Committee; and,

(iif) providing for the delegation of authority by governmental members of the Issuing
Committee should there be no alteration in its size. These recommendations could
probably not be implemented before the medium-term.

Empower the Controller to appoint independent auditors or arbitrators to examine over-
subscriptions and capital decreases, conduct extraordinary shareholder meetings, and
resolve shareholder disputes. These measures would reduce the Controller's direct
involvement in the funstions without reducing the supervisory role (Articles 111, 118,
119, and 140 ). Medium-term implementation of this recommendation is possible.

Empower the Controller to call extraordinary meetings for public shareholding
companies under the supervision of a neutral lawyer (Article 193). Reduce the
Controller's direct supervision of both ordinary and extraordinary General Assembly
meetings (Article 197) in favor of a system whereby the Controller is empowered to
attend such meetings. These recommendations should be targeted for medium- to
long-term implementation.

Simplify the Controller's role in the valuation of in-kind shares for limited liability and
public shareholding companies (Articles 57, 95 and 131). Three suggestions on how
the valuation process can be improved are provided and medium-term implementation
is possible.

Grant greater decision making authority and flexibility for the Controller in the approval
of capital decreases, mergers, transformations, and foreign and regional office
registrations (Various Articles). This recommendation is for a medium- to long-term
implementation schedule.

Grant greater authority for the Controller to appoint independent auditors and to
mandate company action through subpoena and court order. Many comments were
received regarding the limited authority of the Controlier to compel a recalcitrant
company (and its directors and officers) to comply with the Company Law (Article 138).
Long-term implementation of this recommendation is proposed.
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Review of Jordanian Companies Law

= Simplify the Controller's scope of review of Statements of Purpose by limited liability
companies and feasibility studies by public shareholding companies (Article 91).
Medium- to long-term implementation schedule is recommended.

- Empower the Controller to appoint provisional and administrative boards, and remove
inadequate directors (Articles 195 and 196). Medium-term implementation of this
recommendation is possible.

General Recommendations

It is beyond the scope of this assignment to delve into the multiple imperfections of this legislation but
a few general comments are offered. Please note that these recommendations are based upon a
review of modern company law and practice in the United States and detailed discussions with
interviewees. Therefore, they are provided as mere drafting suggestions rather than specific guidelines.

First, the level of company control established by the Companies Law is a bar to natural enterprise
development and economic diversification in Jordan. Moreover, it demonstrates a level of suspicion
inappropriate in this era of free market reform. Small partnerships and limited liability companies
should be allowed to conduct themselves without the high degree of scrutiny which the current Law
imposes. By allowing small businesses to operate in a less cumbersome environment, yet still clearly
notifying them of their responsibilities, will encourage more enterprises to enter the formal economy.
Of course, unless complementary changes are made in tax, customs, and commercial laws, the
liberalization of the Companies Law will not be sufficient to encourage business to formalize.

Second, the difficulties in the registration of both domestic and foreign companies and the costly
compliance requirements imposed, many of which are less than transparent, will undermine the
confidence of foreign investors seeking to take advantage of Jordan as a base for regional and
domestic operations. '

Detailed recommendations include:

= Allow the development of sole partnerships, limited liability professional partnerships,
and tax exempt organizations which are not currently allowed under the Companies
Law (Article 6). Further clarifications should be made on the relationship of the
Companies Law to civil companies (which should fall under the Law's scope).
Medium-term implementation of this recommendation is possible.

- Allow government-owned enterprises and general partnerships to become public

shareholding companies without the current requirement of creating an interim entity -

(Article 8). Such tfacilitation will speed the privatization process and will require long-
term implementation.

2 Grant general partnersthiips greater freedom to govern their internal affairs threugh the
partnership agreement rather than through statutory mandates. As such succession
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Review of Jordanian Companies Law

of deceased partners interests, purchase of a selling partners shares, and dissolution
will be facilitated. When the partnership agreement does not provide for these matters,
then statutory minimums could: be imposed (Article 10). Medium- to long-term
implementation is recommended.

Clarify personal liability language for partnership agreements and recommend that
personal liability notice provisions be included in all partnership applications (Article
11). This will result in a greater understanding of the rights and responsibilities of
these often informal arrangements. Medium-term implementation is proposed.

Allow registered agent and agent address to be utilized for limited liability and public
shareholding companies to facilitate the registration process. The absence of this kind
of provision is a frequent complaint by members of the practicing bar (Articles 57 and
g5). Consideration might be given imposing such requirements on general
partnerships above a certain size. Short-term implementation is recommended.

Introduce more flexible voting procedures, shareholder and partner meeting
requirement, and management procedures for limited liability and public shareholding
companies (Various Articles). When the memorandum or articles of association does
not address such issues, then statutory minimums can be required. Long-term
implementation is proposed.

Introduce auditing and accounting standards for annual report submissions by limited
liability ar:1 public shareholding companies. These measures should be implemented
in consuitation with these respective professions over the medium-term.

introduce liability language for pre-incorporation acts by promoters and founders of
limited liability and public shareholding companies. This act would force promoters
and incorporators to exercise greater caution in their pre-incorporation activities and
medium-term implementation is possible.

Clarify directors’ and officers’ duty of loyalty and introduce an equitable business
judgement rule modifying the present strict liability standard (Articles 176, 185, and
187). Allowing directors and officers to make good faith businass decisions will foster
greater flexibility and independence and result in greater efficiency in business
operations. Short-term implementation is recommended.

Allow franchises to assume limited liability company forms rather than the current
restriction that they organize as public shareholding companies (Article 86). While
franchise agresements are the source of much litigation in the United States, they can

be a useful device in the formation of small business ventures, especially restaurants.

Medium-term implementation is proposed.

Limit govemment review of agreements between issues and underwriters and
introduce more fiexible minimum and maximum sharehelding requirements for
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Review of Jordanian Companies Law

promoters (Article 102). Thought should also be given to the limitations and
publication of insider sales. Long-term implementation is recommended.

Reduce taxation of voluntary capitalization increases as the current system of taxation
can be especially severe to small shareholders. Limit authority of government to
compel action without the approval of shareholders (Article 138). The current unilateral
provisions are seen as especially harsh by foreign investors. Long-term implementation
is proposed.

Reduce the required number of board meetings from six to four per year, except for
large public shareholding companies (Article 183). Short-term implementation is
recommended.

Introduce the remedial protection afforded shareholders and creditors through the
creation of receivership, or Chapter 11 procedures (Articles 287 to 307). The current
Companies Law leaves few options for the financially distressed company to protect
itself from creditors and restructure. As these matters necessarily involve coordination
with the Commercial Law and the couris, this is a long-term measure.
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Chapter 2

Section by Section Analysis and Recommendations

Partnerships

Article 5 - Modify paragraph (b) to allow for appeals of name determinations to the Controller
(authority currently rests with the Ministry), whose decision would be final. This would accelerate the
appeals process. Having a legal counsel within the Controlier's office would aid in the Controller's
determinations on the legality of proposed company names..

Article 6 - Add sole proprietorships and non-profit operations (tax-exempt or charitable organizations)
to the list of company types which can be formed under the Law (for reasons to be explained latter).
Under U.S. Law (Section 501 (c) of the Internal Revenue Cods), non-profit organizations have
corporate personality and can sue and be sued.

Article 7 - Civil companies should be required to be registered under the Law. The current practice
of notifying the Controller of “free zone" companies organized under separate statutory provisions
should be specifically mentioned.

Article 8 - Paragraph (a) requires the creation of an interim public share company before the shares
of any 100 percent government-owned entity can be sold to the public. Additionally, paragraph (b)
directs the Council of Ministers to appoint a Chairman, Board of Directors and General Manager before
shares can be sold to the public. If public policy objectives are to aliow for the efficacious privatization
of these companies, the company should be allowed to submit its application to sell shares to the
public, as with non-governmental PSCs, and require that those shareholders elect the Chairman,
Board of Directors and General Manager in the statutory period as referenced in paragraph (b). In
effect, the government would serve the same role as incorporators or promoters of private sector
entities.

Article 9 - The upper limit of twenty partners may impose a barrier to the healthy growth of professional
partnerships in Jordan. While it is unlikely that these professional crganizations would grow to the size
of partnerships found in the United Kingdom and the United States (where partnerships with over
1,000 partners are found), many jurisdictions with less advanced eccnomies than Jordan (eg., Kenya
and Nigeria) have partnerships of forty or more partners. Consideration should be given to adopting
the section (6) (1) of the U.S. Uniform Partnership Act's (UPA) language of:

A partnership is an association of two or more persons to carry on as co-owners of a business
for profit.

A compromise provision would be to raise the number of partners to fifty or e::empt
professional partnerships from the present numerical limitation atogether.

Article 10 - The provision in paragraph (c) allowing the Minister, at the recommendation of the
Controller, to allow for the continuation of a partnership name by legal heirs in the event of the death
of all of its partners shpuld be modified to allow the Controller to render this decision. In professional
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partnerships, this right of transfer should only occur with the consent of all of the partners even if not
provided in the partnership agreement. _

Article 11 (a) - The signature provisions in paragraph (a) requiring the application for registration and
the partnership agreement to be signed by all the partners in the presence of the Controller or his
delegate (or a notary public) has been frequently criticized as an unnecessary formality. The
paragraph should allow for the attorney of the partnership to affirm in writing that the signatures he or
she has obtained are genuine representations. In the U.S., (Uniform Partnership Act (9) (1)), each
partner in a general partnership has the power to bind the partnership although this can be limited by
contract. For clarity, item (7) might be modified to require notification be sent to the Controller only
in the event when not all of the partners are empowered to sign on behalf of the partnership.

Article 11 (a) (1) - Frequent criticism was received on the use of "Title" of the partnership as creating
confusion among applicants who are prone to provide the address in response. "Name" should be
substituted for title in the English version of the Law.

Article 11 (b) - The objective cf this provision is to allow enterprises to form freely. . The Controller
should merely register the partnership application and limit the review as to whether the submission
is contrary to law. [f there are, however, public policy reasons for the Controller to retain this power,
then his determination should only be appealed to the Higher Court. Comments were received on the
frequent lack of understanding of partners of the extent of personal liability that is imposed for
partnership obligations. Thought might be given to placing a notice on personal liability risks
undertaken in a partnership and strengthening the language in the Law on this topic.

Article 12 - Partnerships should be required to submit only changes in partnership form to the
Controller rather than having the latter "enter” those changes into the register. Any party should be
able to access the publicly filed information on the partnership without the approval of the Controlier.
Alternatively, the request should be freely granted unless the Controlier objects within a short period
of receipt of the information request for public policy reasons.

Articles 13 and 14 - Strictly read, the Controller retains the right to deny name or partnership
agreement changes. This power should be limited. Instead, the Controller should simply record such
events unless the Controller objects within a period such as fifteen days. The Controller may also wish
to have delegation power. Also, the signature of a partner who represents the partnership before the

Controiler should be sufficient.

Article 17 (a) - Under UPA (18) (a) (f), partners ordinarily do not receive salaries, however, the
provision requiring unanimous consent of all partners before any partner can receive remuneration or
wages could unduly limit the partnership. Under the UPA, "ordinary matters connected with the
partnership business” are decided by a majority of the partners where matters outside the normal
scope of the partnerships business (purchasing unrelated assets for example) are decided
unanimously. It can be argued that the establishment of a managing partner’s salary is within the

partnership’s scope of business.

Article 19 - This appears to be an overly detailed exposition of the duty of loyalty obligations by the
person managing the partnership. This change is unnecessary. |f the manager is a partner, he
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already has a fiduciary obligation to his partners and can be held accountable to them for any breach
thereof. In those other instances where there is a non-partner manager, other laws forbid wrongful
acts which can be addressed in the courts.

Article 20 - If the dismissal of a managing partner from his management capacity (and not the
partnership itself) can be considered as within the scope of the partnership, then the unanimity
standard may be overly restrictive.

Article 21 - Again, owing to the fiduciary obligation of partners toward each other, the language here
is duplicative and unnecessary.

Article 23 - This states that a single partner can move to expel a partner before submitting the matter
to his partners for their decision. This unilateral power implies that the reasons would be for a violation
of the accused partner’s fiduciary obligations to the partnership and not to the individual partner
moving for the action. This may be legalistic splitting hairs, but consideration might be made of
adopting a majority vote before moving for removal. Section 31 of the UPA allows the partnership
agreement to contain provisions for expulsion of a partner without dissolution of the partnership.

Article 25 - This provision is overly broad. The actions of a manager should only bind the partnership
if those actions were in the course of the partnerships business. Otherwise, the scope of liability is
overly broad.

Article 30 - Two comments were made regarding the situation which occurs when at least one of the
deceased partners heirs is a minor. Rather than mandatorily transform the partnership into a limited
partnership (in contravention of the interests of that partnership), a provision should be inserted
whereby a trust relationship is created for the minor by those heirs who are competent, subject to the
approval of the partnership.

RECOMMENDATION - Add the following sentence to Article 30:

If at least one of the partner’s heirs is incompetent, the competent heirs shall
hold that heir's interest in trust, subject to the unanimous approval of the
partners.

Article 32 - Under Section 31 (a) of the UPA, a partner can move to dissolve a partnership even when
such action is in contravention of the partnership agreement. This is based upon the principle that the
relation of partners is one of agency and the right of a partner to terminate the relationship is
respected in U.S. courts (official comment of Uniform Partnership Act). A reasonable period of time
should be granted to a surviving partner to find a replacement partner. This period could be betwean
30 and 90 days, so long as the partnership is liquid. If the partnership is illiquid, then a limitation might
be imposed to bar the surviving pariner from incurring additional liabilities in the partnership’s name
uniess with the express written consent of the creditor.

Article 33 - Section 32 of the Uniform Partnership Act (1) (c) permits the courts to dissclve the
partnership when "a partner has been guilty of such conduct as tends to effect prejudicially the
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carrying out of the business". This could result from an act of a partner which is unrelated to the
partnership’s business but is of such magnitude that it impairs the partnership’s continuance. As in
Article 32, due to the agency nature of partnerships, the U.S. courts would not move to reform the
partnership in the event of any of the causes for dissolution cited herein.

Article 37 - Specificity is needed to determine to whom a violating liquidator will be liable and under
what authority.

COMMENT: The evolution of a professional partnership offering limited liability has
become popular in the United States over the past several years. This partnership
form allows a partner to shield his personal assets from actions by third parties when
that partner has no involvement with the negligent actions of the responsible partner.
Of course, the assets of the partnership would be available to satisfy the judgement
creditor so the uninvolved partner is not without liability.

Articles 41 to 48 - This limited partnership form has not been used extensively in Jordan. While the
current law follows the bare essentials, it is scant in comparison to the U.S. versions. As the
consultant was not asked to focus on this area, the Uniform Limited Partnership Act has bean provided
to the Controller for future reference. A few drafting recommendations, however, should be noted.
First, the reference in Article 48 to general partnership provisions governing the inheritance of a limited
partner’s interest by his heirs is inaccurate. This reference is flawed as under the governing general
partnership provisions (Article 30) those interests are transformed into a limited partner’s shares. A
limited partnership interest cannot be created from another. Second, in Article 45, notice of the
election of a new general partner should be required to be sent to all limited partners. Last, as per
earlier suggestions, consideration might be given to adding a personal liability waming to the
application.

Articles 49 to 52 - As joint ventures do not enjoy their separate corporate identity in Jordanian law, it
is suggested that these provisions be removed from the Companies Law and piaced in the Commercial
Law or foreign investment legislation where fiexible joint venture laws are of major importance to the
foreign investor. However, the Law’s reference to their existence is as acceptable.

.|
Limited Liability Companies

Substantive Comments

As a general matter, U.S. law divides corporate forms into partnerships (limited and general) and
corporations (close, not for profit, and public). Consideration should be given to adopting these
distinctions as the current Companies Law has confusing features of both partnership and corporate
law. Moreover, as a drafting tool, consideration should be given to including a definitions section to

the Law.
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Article 53 - The numerical upper limit of ownership creates the possibility of an unknowing change in
status which would violate the LLC form and potentnally expose unwmnng partners to liability (Model!
Statutory Close Corp. Statute).

RECOMMENDATION: Allow for a clause that permits a number greater than 50
partners for a period of time (30 or 60 days) with notice to the Controller's office and
a clause that the liability of individual partners will not be effected for merely exceeding
this number.

Article 54 - The JD 30,000 requirement is axcessively high under any standard. LLCs are usually
small ventures and their formation (and formalization) should be encouraged. In the United States,
40 out of 50 states have eliminated capitalization requirements. The current Jordanian Companies
Law does not take account of the specific needs of the business and certainly does a disservice to
smaller enterprises. On the issue of protecting the interests of creditors, two issues arise. First, a
creditor can require audited financial statements before granting credit to a LLC, require a personal
guarantee from the “partners”, or suppliers could obtain a purchase money (secured) interest in the
goods or equipment they supplied allowing replevin (repossession) upon default (and before
liquidation). Second, -here is no protection from the partners borrowing capital from a third party and
then depositing it in a bank to receive the needed authorization. Once registration has been completed
this creditor might have a priority over any subsequent creditor should be LLC be dissolved.

RECOMMENDATION: Either eliminate or substantially reduce (to JD 2,500) the
minimum capitalization requirement.

Article 55 - The current system of disallowing the use of personal names for LLCs has been viewed
by several commentators as unduly restrictive and has created a shortage of acceptable Arabic
names. Since the purpose is to put third parties on notice that they cannot reach the individual assets
of the "partners” (absent conduct which abuses the "corporate veil"), then the requirement of printing
“Limited Liability Company" (or an equivalent) on the firm's stationery, advertising and other publicly
disseminated documentation should satisfy the objective of due notice. The stated capital requirement
is inflexible and costly (eg; stationary). Perhaps an alternative would be to state capitalization "not less
than ...." Last, at least one commentator suggested that non-Arabic names be registerable names,
especially for those LLCs who are licensees for known trademarks (e.g., Microsoft).

RECOMMENDATION: Revise to include that any name is acceptable (providing not
already in use, deceptively similar to one in use, nor implying that the entity is
- conducting itself in an unlawful manner) so long as followed by “Limited Liability".
[Capitalization should be listed as “not less than" a certain figure.] Non-Arabic names
should be permitted when indicating a trademark in which the LLC has rights.

Article 57 (a) - The requirement of signature in the presence of the Controller (or his designate) is

overly restrictive. A lawyer representing the LLC, or a partner representing the other partners of the
LLC, should be allowed to present the written and notarized affidavit of each of the shareholders. As
notaries are functionaries of the government, perhaps a lower standard, such as "affirmed by
competent authority” would suffice. The U.S. Model Business Corporation Act even eliminates
requirements that documents be verified or acknowledged; the person executing a document must
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simply designate the capacity in which he or she signs. One exact copy of the executed dorsument
must be filed with the document; the secretary of state attaches the fee receipt or acknowledgement
of recaipt to the copy and retumns it to the filing party.

RECOMMENDATION: Eliminate the statutory signature in the presence of the
Controller and allow for either a lawyer or a representative partner to submit the
affidavit (notarized or affirmed by competent authority) of each partner.

Article 57 (b) (1) - “Head office" is not sufficiently clear and may create confusion to a third party
wishing to serve a LLC when the headquarters of the firm and the site of its main operations.
Moreover, in the United States, companies may appoint a lawyer (or even the secretary of state in the
state of incorporation) to receive service of process. The problem of serving a LLC has been
mentioned as being unduly problematic by several members of the Jordanian Bar.

RECOMMENDATION: In item one, substitute the following after "objectives": "and the
street address of the company’s initial registered office and the name of its initial
registered agent at that office". (from Revised Model Business Corporation Act). It
could be added that this agent can be an attorney representing the firm.

Article 57 (b) (4) - Apart from the registered office and agent suggestion mentioned above, the first
three items are reasonable requests for information from the applicant. item four's requirement on the
valuation of in-kind shares requires an accounting analysis and could represent a barrier to many
registrants. In most U.S. statutes the minimum requirement is to provide the number of shares
authorized. Greek law requires the applicant to provide the kind, number, nominal value, and the issue
of the shares. The law of the United Arab Emirates requires the applicant to supply the amount of
capital, the share of each partner, the equity shares and their value, and the names of their holders
where applicable. As the interest here is to protect shareholders from overvaluation of incorporator’s
shares, then a reasonable approach (Section 10 of Model Statute for Close Corporations Supplement)
may be to require that copies of the company’s memorandum, articles of association, shareholders’
agreements, and other documents, any of which may restrict transfers and affect voting rights and
other rights, may be obtained by a shareholder on written request to the corporation.

RECOMMENDATION: Substitute item four with:

"The securities the LLC has authorized”. See suggested modification on public
documentation.

Article 57 (b) (5) - The "any other data the Controller may request® is a non-transparent criterion and
absent in other jurisdictions. The Controller’s inquiry should be limited to items one through four.

RECOMMENDATION: item five should be substituted with:

The Controller has the right to request additional information in fulfiliment of the
applicant's requirements in items one through four above.
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Article 57 (c) - The Articles of Association are a set of rules for governing the intemal affairs of the
LLC. They are adopted by the LLC and technically are binding only on the internal matters. They are
viewed as a contract between the corporation and its shareholders, and among the shareholders
themselves. In the United States, by-laws (which are the equivalent to the articles of association), are
generally not filed with the secretary of state and are not a matter of public record. in the event of a
conflict batweet {ne articles of association and the memorandum, the latter would govern.

RECOMMEMDATION: Eliminate the requirement of providing the Articles of
Association.

Article 57 - In most U.S. jurisdictions, personal liability is usually imposed upon promoters if business
commenced before the company’s memorandum was filed. In the interests of creditors and other third
parties a notice to that effect should be placed upon the application form.

RECOMMENDATION: The following notice should appear on the approved application
form:

Promoters may be held personally liable if the applicant commences business before
the memorandum is filed with the Controller.

Article 58 - Paragraph one is unduly complex and again requires an assessment of the value in-kind
shares discussed above. With regards to the deposit of funds, the same effect can be obtained with
tewer words (using the United Emirates example). While the requirement of the Controller’s valuation
in paragraph two goes against the U.S. trend as noted above, the same effect could be obtained by
requiring the company to produce-an auditor’s valuation of the value of the shares.

RECOMMENDATION: (1) Replace paragraph one with:

The amount of the share capital shall be deposited with one of the banks operating in
the Kingdom which shall not hand over the money to other than the manager of the
company upon submission of proof that the company has been duly registered.

(2) Replace paragraph two with:

The Company must provide the Controller with an auditor's evaluation of the value of
shares, including shares in kind. The Controller shall not issue his recommendation
(see below) until such information is received.

Article 59 (a) - This Article presents two problems. First, the Controller should be empowered with
making the final determination on the application. With over 700 applications per year, the process
should be more of a registration than a screening process. Once the Controller is satisfied that the
applicant has met its disclosure requirements and will not be conducting illegal or unlawful activities,
then approval should be granted without requiring the motion of the Minister who has more important
matters of state in which to administer. If an appellate safeguard is desired for those few applicants
that object to the Controller’s determination, this appeal should be through the Minister or the Higher
Courts. Also, the provisions of paragraph (b) on evidencing the payment of share capital should be
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combined here. If the capital contributions are substantially reduced as recommended above, then
it would be reasonable to require the applicant to produce evidence that the entire sum has been
deposited. This reduction in decision making will shorten the process by at least two steps. The
second problem is the last clause which, in practice, requires the applicant to obtain approvals from
other Ministries depending on the activity.

As the objective is to efficiently process applications, then a clause could be added notifying the
applicant that the grant of the certificate of registration does not qualify it to conduct business in certain
activities governed by Jordanian law.

RECOMMENDATION: Replace Article 59 in its entirety with:

The Controller shall issue a resolution approving the registration of a Limited Liability
Company once he has received the information required in Article 57, evidence that
the entire company’s capital has been deposited with a bank in the Kingdom, and is
satisfied that this information does not evidence a viclation of the provisions stipulated
in this Law and the regulations promulgated thereunder. The grant of approval does
not absolve the coinpany from obtaining additional approvals as required under
Jordanian law.

Article 60 - The U.S. model allows the shareholders of a close corporation to agree in writing to
regulate the exercise of the corporate powers and manage its business and affairs of the corporation
or the relationship among shareholders including the elimination or restriction of the activities of the
board of directors. Emirate Law allows partners to elect management from either the partners or
"others" implying that an outside officer could be elected; this allows for the hiring of expert
management. While a LLC is in essence a business form that vests management with more control
than in a PSC, this control is not unlimited (or "complete” as in paragraph b) in the sense that officers
and directors have a fiduciary obligation to the company.

RECOMMENDATION: Add "or employees" to partners at the end of the first sentence
to accommodate the election of officers. Delete “complete” in paragraph (b).

Article 61 - There is some inconsistency in language with Article 60. Also, "by-laws" (the U.S. variant)
is used for the first time and is redundant with “articles of association”" used latter in that sentence.

RECOMMENDATION: Add "or management committee” after manager and delete
*by-laws".

Article 62 - The provisions on annual reports require the Controller to rely upon information that is not
necessarily in accordance with any standards. As there is always the risk of management and
directors (who ordinarily control the majority of the shares) abusing the LLC at the expense of minority
shareholders and creditors, then a public policy reason may justify the adoption of some standard.

RECOMMENDATION: Require that the solicited information be submitted in audited
form or in accordance with generally accepted auditing standards.
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Article 63 - Officers and directors stand in a fiduciary relationship with the LLC and owe a duty of
loyaity against self dealing. As the risk of self dealing is high in a LLC, ample safeguards should be
established. A minimalist approach could be the mere citation to the common law derived standard
but, as there is no cumulative body of common law from which to draw in Jordan, the current
provisions could remain with the citation to the standard for those situations which do not technically
fit within paragraphs (a) or (b).

RECOMMENDATION: Substitute the following for the first clause:

The manager, management committee member, and directors owe a duty of
loyalty to the Limited Liability Company and shall be prohibited from
undertaking any of the following actions...

Article 64 - This is an overly complex attempt to establish procedures for holding annual and
extraordinary meetings. It should be simplified and allow twenty-five percent (United Emirates
standard) of the shareholders to call for an extracrdinary meeting unless the manager, management
committee, or directors object in writing to the Controller showing cause for the objection. Comments
were also received on the frequent non-responsiveness of companies to minority shareholder demands
for holding extraordinary meetings. In the event of such non-compliance the Controller should be
empowered to pursue one of three options:

(1) issue an order to compel compliance within 30 days and suspend the company’s
registration if the order is not complied with,;

(2) direct either a subordinate or a neutral attorney to issue notices and to conduct the
meeting under the supervision of the Controller and at the expense of the company;
or,

() file a petition with the Higher Court of Justice to compel compliance and rely on the
court's power to hold non-complying officers and directors in contempt. This should
provide adequate protection for the minority sharehoider. '

RECOMMENDATION: Replace Article 64 in its entirety with the following:

The Annual General Assembly Meeting of the Limited Liability Company shall
be held within the first three months of the company’s fiscal year. It shall
convene upon the written invitation (via registered mail) of the manager or
management committee in accordance with the company's articles of
association. Any partner shall be entitled to attend the general assembly
meeting regardiess of the number of shares he or she owns. He may also
designate another non-director partner to represent him in the mesting and
each member shall have the number of vetes which equal the number of
shares that he or she owns or represents. The manager, management
committee, or directors may convene an extraordinary meeting of the general
assembly and shall provide at least fifteen days written notice (via registered
mail). Twenty-five percent of the shareholders may require the manager or
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management committee to convene an extraordinary meeting of the general
assembly unless the manager or management committee files an objection to
the Controller showing cause for such objection. The Controller must rule on
said objection within fifteen days and his decision shall be final. In the event
of a company’s non-compliance to a valid request by minority shareholders,
the Controller shall...

Article 65 - The LLC should be allowed to establish higher voting and quorum requirements if it so
desires. These are minimum statutory levels.

Article 68 - The first level of appeal for objecting to the Controller's decision to reject a creditor's
objection to a capital decrease could be to the Minister and not the Higher Court of Justice although
it has been countered that a Ministerial appeal would only unnecessarily delay the procedure.

Article 73 - It is unclear why priority should be given to outside parties after an appraisal of a selling
partner’'s shares. Once the appraisal is made, the existing partiners should have the first option to
purchase. Also, requiring the LLC to have an appraisal conducted by "outside" auditors chosen by
the Controller would be more flexible than the current three expert requirement. Partners should be
provided 30 days to exercise this option before the shares could be sold to outsiders (at the offer

price?).

RECOMMENDATION: Substitute “partners” for “outsiders”. Replace three expert
standard with outside auditors. Determine which price the outsiders should pay when
their original offer is higher than the "appraisal" price.

Article 75 - Specify, the voting levels of the general assembly required to act in raising capital.

RECOMMENDATION: Add after "unless" the words: “a majority of, unless the
Controller determines otherwise".

Policy and Procedural Aspects of LLC Registration

Two flow charts have been developed from myriad meetings and personal observations in an effort
to describe the LLC registration process knowing that some of these observations and
recommendations (e.g., signature procedures) impact other types of registrations as well. The first
chart is an effort to describe the optimal registration (which includes recent improvements by the
Controller); the second, a "worst case scenario”. In some instances a registration can be completed
in a day but, as many commentators have intimated, this process takes far too long and rewards those
who have access to the appropriate decision maker over those who do not. The Controller and his
staff are to be commended for the numerous improvements they have made in the processing of
registration applications and the intent here is to merely illustrate the degree to which ccarce public
and private sector resources are devoted to what in the United States (and other countries) is a mere -
administrative detail completed over the telephone within minutes.

The first reason so much attention has been spent on the registration of LLCs is by processing 700
registrations per year, the Office of the Controller is severely pressed to efficiently fulfill its obligations
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under the Law. Second, improvements in the legislation governing LLCs is not enough, sizeable
efficiencies can be derived by instituting simple procedural and administrative measures to reduce the
time and resources of both the Controller's Office and the private sector applicants. Third, by having
a recurrent budget derived from the payment of reasonable annual franchise fees, the Controller can
begin to modernize the entire operation. Primary observations and recommendations are:

CONTROLLER'S AUTHORITY - The registration process requires the approval of the
Minister for each applicant. While the Minister has delegated this responsibility to an
Undersecretary, it is recommended that the Controller be the highest decision making
level for all matters involving LLCs; with appeals sent to the Higher Court. Of course,
in accordance with the normal performance of his duties, the Controller may consuit
the Minister on policy matters arising in the registration process.

BUDGET - In order to become financially independent, the Controller's office should
be able to collect annual fees from businesses. In virtually all jurisdictions, companies
are required to pay an annual fee for the privilege of doing business independent of
income and other tax assessments. By assessing each partnership, LLC, and PSC,
annual franchise fees of JD 20, JD 100, and JD 250, respectively, would yield over JD
700,000 per year of additional revenue for the Office of the Controller. This sum could
be used for staff training, computerized filing, and the addition of a legal counsel
position.

SIGNATURES - Recommendations proposed to Article 57 would permit a lawyer to
execute the necessary documents for clients.

SUBSTANTIVE MINISTERIAL REVIEW - Recommended revisions to Article 59 would
allow the registration of companies without first obtaining another ministry’s approval;
however, this does not absolve it from other needed approvals to conduct business in
certain (regulated) areas. This suggestion will remove the need for the Controller and
the relevant Ministry from exchanging letters on the applicant’s status.

NAME CHECKS - The ability of LLCs to adopt personal names so long as the
limitation of their lizbility is stated on their correspondence and advertising will greatly
increase the pool of names available to applicants and allow partnerships to be
transformed into LLCs and retain their trade name.

INFORMATION PROCESSING - It has been observed that ninety percent of the
individuals entering the Controller's office have questions which pertain to the
sufficiency of their application. Because these inquiries are not dealt with as they first
enter the system, executive and junior staff are besieged with routine questions. The
establishment of an information office for intake processing should allow the
Controller's office to concentrate on more important matters. '

CASHIER - The long lines that registrants encounter at the Ministry cashier could be
avoided by authorizing the establishment of a cashier within the Controller's office.
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Table 2.1: Limited Liability Companies Flow Chart

BEST CASE

STEP 1:

STEP 2:

STEP 3:

STEP 4:

STEP 5.

STEP 6:

STEP 7:

STEP 8:

STEP 9:

STEP 10:

STEP 11:

STEP 12:

STEP 13:

Applicant obtains application form

Applicant fills the form and takes it to an attorney for review and signature (not in
law but a rule promulgated by the bar and the KOJ)

Application and memorandum of association is presented to Manager of Contracts
within the Controller's office

The Manager of Contracts refers matter to junior officer for revfew of Article 57
information

The file is sent to a Ministry employee for name check

File sent to the Manager of Contracts who reviews and recommends application to
Controller

Controller reviews file and issues recommendation to Ministry Undersecretary
(designated) ‘ ‘

Undersecretary makes determination and, if approved, sends the file back to
Controller

Controller refers file to certificate office

Applicant presents bank letter to certificate office and receives invoice for
registration fee (JD 5) and publication

Applicant pays Ministry cashier (long lines)

Applicant presents receipt from cashier and obtains registration serial number and
certificate

Applicant obtains Ministry stamp certifying completion of process
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WORST CASE

STEP 1:

STEP 2:

STEP 3:

STEP 4:

STEP 5:

STEP 6:

STEP 7:

STEP 8:

STEP 9:

STEP 10:

Two to fifty shareholders (S/H) decide to form a LLC. Need to raise JD 15,000 or
50 percent of required capitalization with residual to be supplied over two years

Obtain and complete application form which contains suggested by-laws including
amendable provisions for the nomination of a general manager or management
committee, general assembly provisions, and share subscriptions

Have application form stamped at Controller’s office. Application is registered in
book as in-coming application. File is created and a file number is assigned (this
number is cancelled when certificate of registration is issued)

Contracts Manager reviews application for completion, especially for need of
clearance by substantive Ministry

Iif another ministerial clearance is needed (usual case) an office within the
Controller's Office prepares a letter to the respective ministry requesting
information and a copy is left in the file. This letter is sent via governmental mail
or is hand carried by the applicant (or its attorney) if they have "connections"

Once clearance has been obtained, it is mailed (or hand carried as in # 5) to
Controller and placed in file

File is retrieved by applicant from file room (no mean task given the informal filing
system in place) and presented to the Manager of Contracts who refers the matter
to a junior officer to determine whether all documents are in order. All (up to fifty)
S/Hs must sign the registration in front of a junior officer or a notary public (who is
a government official). Then junior officer issues recommendation for registration

by signing the file

Manager of Contracts receives recommendation of junior officer and issues
recommendation to Controller

Controller makes recommendation and transfers file to Minister's Office.
Undersecretary reviews file and makes another recommendation to Minister

Minister issues approval, signs registration and returns the file to the Controller
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STEP 11:

STEP 12:

STEP 13:

STEP 14:

STEP 15:

STEP 16:

STEP 17.

STEP 18:

STEP 19:

STEP 20:

STEP 21:

STEP 22:

STEP 23:

Controller refers the LLC name to the Company and Establishment Departments
which indicate clearance by signing the file

Controller receives the file and, once again, refers the file to the Manager of
Contracts

Contracts Manager refers the file to Controller's Administrative Oﬁicer who issues
an invoice for registration fee

Applicant goes to the Ministry cashier (long lines) and renders payment and
receives two copies of receipt

Applicant returns to the Controller's Administrative Officer who collects one copy
of receipt and requests the production of bank certification that capltal subscription
funds have been established

Applicant goes to bank to get fund certification

Upon presentation of bank certification, the Administrative Officer prepares a
certificate of registration and refers to the Controlier for signature

Applicant goes to the registration room where a registration number is assigned
from the registration book

Applicant goes to an Administrative Officer to review Ministry stamp on certificate

Although the LLC has been created it must show that it has conformed with
statutory requirements by showing minutes of first general assembly meeting and
information on authorized officers '

LLC presents this information to the Auditing Department to facilitate authorized
signature letter

Controller signs the authorized signature letter

The LLC may now transact business
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Chapter 3

Public Shareholding Company

introduction

The provisions goveming the formation and registration of PSCs in the Jordanian Companies Law are
a merger of the laws of corporations and securities law in the United States and Europe. The
Controller and the Issuing Committee (see discussion following) were created to ensure some
regulation over a very thinly traded and uncomfortably close-knit market. On top of this is the added
overlay of the Amman Financial Market (AFM) and its laws and regulations goveming the sale and
trading of securities in Jordan. It is not within the scope of this assignment to opine upon or apportion
the Kingdom's political decision making process but in the opinion of many interviewees, the end result
has been murky and potentially explosive.

After a discussion on the differing roles of corporate registration and securities regulatior, this chapter
will examine the specific characteristics of PSC formation and registration. The Chapter then reviews
the provisions of the law, especially pertaining to the authority of the Controller and the registration
process itself. :

™
General Comments

The role of the Controller needs to be clarified and transformed into an enabling administrative role
and not be burdened with its present regulatory functions. The major protection to investors, creditors,
employees, customers, and the general public must come from unified securities law and regulations.
Further attempts to strengthen the Companies Act and the role of the Controller in an effort to regulate
the issuance and trading of securities may impair the formation of public share companies and the
many benefits they provide Jordan’s economy. There must be some logical differentiation between
the goals of fostering industrial and enterprise development and the abuses of financial capitalism.
Moreover, while there are legitimate public policy reasons for regulating specific activities such as
health, transportation, and education; this should not be done through the Companies Law. The
current requirement that an applicant obtain substantive ministerial approval as a precondition for
registration for all companies causes unnecessary delay and frustration.

Ideally, Jordan should consider adopting a liberal approach to company formation and management
freedom. By the former it is meant that the Controller merely certify that an application is complete
and not pass judgement on the accuracy or the quality of the registration. This is the administrative
role played by the secretaries of state in the U.S. By management freedom it is meant the flexibility
to pay dividends and make distributions; greater ease at memorandum amendment; and fewer
restrictions upon selling assets, mortgaging, leasing, merging, and otherwise altering the capital
structure of the company. in other words, the Controller should not be both the ticket taker at the
stadium gate and the referee on the playing field. The benefits of adopting a more enabling approach
toward incorporation in Jordan would include the following:

- simplification of the problems faced by a corporation in conducting its routine intemal
business under the Companies Law.
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- the development of a body of interpretive corporate law to aid lawyers and companies
to plan their transactions with a greater degree of certainty.

- increase the sophistication of the judiciary, lawyers, accountants, auditors, and
government officials.

Together with the development of a more liberal corporation code must be a process to adopt a
securities law and regulatory capacity in Jordan. The process of drafting a securities regulatory regime
should entail a cooperative effort between the Ministries of Finance and Industry and Trade, the
Central Bank, the Amman Financial Market, the Jordanian Bar Association, business groups, and
major financial institutions. Ideally, this should coincide with the present redraft of the Companies Law
whereby its regulatory provisions are removed, reshaped and placed in a securities statute and a fully
operational (and modern) enforcement capacity created independent of the Controller and the AFM.

The two pillars of the securities law should be mandatory disclosure and anti-fraud. In the United
States, which adopted the principle of compulsory disclosure from the English Companies Act, the
Securities Act of 1933 essentially requires that before securities are "sold to the public" a registration
statement must be filed and declared "effective” by the Securities Exchange Commission (SEC); then
a prospectus can be circulated to potential investors. The effective standard entails a process of
review by the SEC for the sufficiency but not the quality of disclosure. No effort is made to verify or
justify the price or grade of any security; this is left entirely up to the issuer, the underwriter and the
marketplace.

The registration disclosure orientation of the 1933 Act is supplemented by the Securities Exchange
Act of 1934 requiring those companies with shares trading on an exchange to file reports with the SEC
on a continual basis. These reports are made available to the investment community and a company
opens itself up to civil liability for fraudulent disclosures; officers, directors, or other "insiders" may incur
civil or even criminal liability for their willful violation of either Act.

It is not appropriate to discuss further Jordan's need to establish a Securities law and regulatory
enforcement capacity. Instead, the reader is directed to "The Pricing of New Issues and Other
Recommendations for the Development of the Amman Financial Market" (January, 1995) prepared by
Peat Marwick LLP under contract to USAID. However, in this analysis of specific provisions of the
Companies Law, the consultant has endeavored to improve the prasent law with the hope that the
observations will speed the adoption of securities legisiation in Jordan.

Specific Analysis

A threshold debate which has manifested itself in several interviews with members of Jordan's legal
and financial community is the degree of specificity required in the current law. Clearly, the Company
Law with its 321 articles is far too long and complex. Recommendations have been made to greatly
simplify the law and leave its implementation to enabling regulations. Given, however, the scarcity of
interpretive regulations of the current law attributable to the institutional and resource constraints of

26

[ N



Review of Jordanian Companies Law

the Office of the Controller, some justification exists for the maintenance of a detailed legislative
approach until such capacity can be increased.

Even apart from the law's overlay of securities regulation, the process of company formation in Jordan
is overly detailed requiring qualitative determinations by the Controller and the Issuing Committee.
The PSC formation and registration process requires a minimum of two promoters to form the
company and from two to five members to serve as the Promoters Committee. The Promoters
Committee applies for permission to the Controller to establish the company submitting a feasibility
study *for the business to be carried out by the company". The prospectus is verified and approved
by the issuing Committee and examined by the Amman Financial Market. The application is then
reviewed by the Controller who meets with representatives of the Promoters Committee who submit
the application form, memorandum, and articles of association which are then submitted to the Minister
for approval. The memorandum and articles must set forth whether the company is to be publicly
(many shareholders) or privately (relatively few shareholders) held. The Promoters then sign the
memorandum and articles in the presence of the Controller who submits his recommendation to the
Minister for final approval. Unless the Minister approves otherwise, at least 25% of a company's
shares must be offered to the public for subscription.

Along with this overly lengthy registration process, the Controller is required to submit his
recommendations to the Minister or the Issuing Committee for even trivial administrative matters. As
stated above, the scope of the Controller’s role should be the issuance of a company’s certificate of
incorporation upon the receipt of the statutorily mandated information providing details of promoters,
directors, and officers; and not make qualitative judgements on the company's formation or
subscription of capital. Of course, the Controller would be notified in any changes to this information,
make available information on the company available for public inspection, and receive an annual
franchise fee from the company (see earlier discussion on franchise fees). All other tasks should be
left to the securities authorities.

The following analysis duplicates, to some extent, the previous discussion on liraited liability companies
and where appropriate will reference the appropriate article for further discussion.

Article 90 - While U.S. law allows an individual to hold all the shares of a public company, given the
capitalization requirement under the current law, the requirement of at least two shareholders
(promoters) appears reasonable. Given the scarcity of names discussed in Article 55, the restriction
against selecting a personal name (except for patent holders) appears harsh. Additionally, it has
become common in the more liberal U.S. jurisdictions to allow the reservation of an available name
for a stated period of time (often 120 days). Reservation permits the preparation of corporate
documents, stationery, etc, with the assurance that the proposed name will be available if the articles
are filed within the period of time the name is reserved.

RECOMMENDATION - Pemmit the use of personal names for a PSC and add the .

following:

For a fee of JD 20, an applicant can reserve a name for incorporation from the
Office of the Controller so long as that name is available or not contrary to law
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or the public welfare. The reservation shall expire at the end of 120 days but
is renewable at the discretion of the Controlier.

Article 91 - As indicated in the previous discussion, a specific notice should appear on the company
registration materials and, ideally in the statute, which provides that personal liability may be imposed

upon the promoters if business is conducted before the filing of the memorandum and articles of
association.

Article 92 (a) - The submission of the names and signatures of the Promoters ¢ommittee to the banks
and financial institutions should be deleted. This is a procedural matter between the issuer and those
institutions.

RECOMMENDATION: Delete the requirement of providing signatures of Promoter
Committee members to banks and financial institutions.

Article 92 (b) and (c) - The requirement of a feasibility study should not be a precondition of
incorporation. Rather, the appellant should be required merely to state its objectives. These
objectives can be specific (to construct a bridge) or general (to conduct all lawful business). If shares
are to be subscribed then more detailed information will be contained in the prospectus issued at
registration. The requirement of appointing underwriters and marketing officers in Paragraph (c)
should be left to the securities registration process.

RECOMMENDATION: Delete the feasibility study requirement in paragraph (b).
Delete the required appointment of an underwriter and marketing officer from
paragraph (c), retaining only the requirement of an auditor.

Article 92 (d) - As discussed in the section on LLCs (Article 57), the filing of articles of association has
been eliminated in most U.S. states on the basis that these are contractual matters between the
shareholders, directors, and officers. Until a disclosure based securities regime is adopted in Jordan,
however, the retention of this filing requirement may be justifiable on public policy grounds.

Article 92 (e) - For the reasons noted in paragraphs (b) and (c) above, the establishment of a bank
account prior to registration should not be a precondition of incorporation.

RECOMMENDATION: Delete establishment of a bank account as a precondition of
incorporation.

Article 92 (f) - The clause "“in addition to any all actions and work achieved thereby" lacks precision
and may be an unwarranted intrusion into corporate governance.

RECOMMENDATION: Delete the all wording appearing after "resolutions adopted"”.
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Articles 93, 94, 135 and 136 - Issuing Committee

(a) The Problem: The Coempanies Law requires a lengthy process in the determination of
share prices for PSCs that seek to increase their share capital. Several commentators
mentioned that the current process requiring the appointment and review by the Issuing
Committee has two principle drawbacks. First, the formation of the Issuing Committee and the
scheduling of its meetings unnecessarily delays the sale of securities. Secondly, the Issuing
Committee has a tendency to undervalue the assets of the issuing PSC due to its investor
protectionist orientation.

(b) Current Law: Under Article 136, a PSC can seek to increase its share capital primarily
through the offering of new shares for public subscription (paragraph a) or via private
subscriptions of shares by shareholders or outsiders on "the recommendation of the Controller”
(paragraph b). Shares issued for public subscription must conform to the requirements
established for the formation and registration of a PSC in Article 34 which requires the Issuing
Committee to "organize the dates of issuance...approve the prospectuses” and verify "the
correctness of the statements and information" included in the related sales notices.

The pricing of the shares offered by PSCs seeking to increase share capital is governed by
Article 135 and determined by the Minister of Industry and Trade upon the recommendation
of the Issuing Committee. The two problems with this process as indicated above are the
length of time required for the Issuing Committee to offer its recommendation and the pricing
mechanism which tends to undervalue the shares.
These two problems are discussed separately beiow:

(i) The Issuing Committee

The formation of the Issuing Committee is stipulated in Article 93, and its membership
is comprised of: ,

(a) The Undersecretary of the Ministry of Industry and Trade (Chairman).
(b) The Deputy Governor of the Central Bank (Deputy Chairman).

(c) Undersecretary of the Ministry of Finance.

(d) General Manager of the Amman Financia! Market.

(e) The Controller of Companies (Rapporteur).

(f) Four "experienced and specialized” representatives of the private sector.
Two of these private sector members are appointed by the Chamber of

Commerce and the Amman Financial Market and two are appointed by the
Minister of Industry and Trade.
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The Issuing Committee is required to meet at least monthly and its operational procedures are
to be established by “"special regulations to be issued pursuant to this law". These
implementing special regulations have not been regularly promuigated. Moreover, standards
for the Issuing Committees determinations have not been established thereby reducing the
transparency of Jordan's financial markets.

It is also felt that the Issuing Committee has created delays in the performance of its duties
due to the difficulty in convening the needed quorum of members (five) and the dilatory
manner in which it performs its functions. This state of affairs unnecessarily delays the
capitalization of PSCs and the investment objectives of interested investors.

(i) Share Pricing

The pricing of new shares which are to be issued by the PSC seeking to increase its
capitalization is determined by the Minister upon the recommendation of the Issuing
Committee in accordance with Article 135. While the new shares must have a nominal
value equal to that of the old shares, the new shares "may be issued at a price higher
than the nominal value, including an issue premium”. The level of this share premium
*is determined by the Minister upon the recommendation of the Issuing Committee".
As mentioned above, this system lacks transparency as no standards of review have
been established.

SRS
Analysis and Recommendation-

Issuing Committee Composition

The public policy reasons for the Issuing Committee are based on an understandable desire to ensure
the protection of investors and Jordan’s financial markets. The majority of representatives of the
Issuing Committee are from the governmental agencies involved in Jordan’s financial affairs and
provide a daunting layer of regulation to each issuance of shares by PSCs. Moreover, these senior
govemmental representatives are understandably preoccupied with the affairs of state and there are
no provisions for delegation of authority to more junior officers.

Due to the delays in forming the Issuing Committee and conducting its meetings it has been suggested
that the Issuing Committee process be simplified in the Companies Law. Simplification could be

facilitated by two means:

() Reducing its membership whereby the Controller of Companies chairs an Issuing
Committee comprised of himseif, and two members of the private sector; one selected by the
Amman Financial Market and the other by the Chamber of Commerce. This new Issuing
Committee would issue its recommendation to the Minister of Trade and Industry for final
determination. As the Minister is not bound by that recommendation, in the unlikely event that
a Controller dissents from the Issuing Committee’s recommendation, he should be able to give

full background for the basis of that dissent.
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(i) Ifthe present composition of the Issuing Committee is deemed to serve a worthwhile public
policy purpose, then delegation of authority by each member should be freely allowed.

If either of the above forms is adopted, the legislation should contain time limits on how long
the Issuing Committee has to issue its recommendation or otherwise allow the price
established by the PSC to become the effective price. For example:

The Issuing Committee shall render its determination as to the share premium of new
shares within thirty days of information required to be provided by the issuer under this
statute. Should the Committee fail to make a determination within that period, the
price established by the issuer and the underwriter shall be determinative.

Share Pricing

Apart from the recommendation in paragraph (b) above, the share pricing process coulid be improved
by two changes in the current law:

(i) Standards of Review - Although the current law calls for the promulgation of Issuing
Committee implementing regulations, such issuance has been an ad hoc process. While the
needs of the issuer are usually urgent, it would not be unreasonable to require issuers to
prepare their financial information in accordance with technical standards, such as Generally
Accepted Accounting Principles or international Accounting Standards (the Jordanian
standard). The offering documentation will contain information prepared in accordance with
these standards conceming the financial condition and operating history of the issuer and
share purchasers will have a reasonable basis to make their determinations. A compromise
solution between no standards of review and the existing non-transparent approach would be
the adoption of a "merit based" review standard currently used by California and other U.S.
state "Blue Sky" statutes which provide statutory guidance along the following lines:

The price determined by the Issuing Committee shall be fair, equitabie, just, and
accord full consideration of the price recommended by the issuer.

These standards might be more fully developed in the subsequent securities legisiation but the
aim should be full disclosure of all relevant facts about the securities being sold and no
governmental evaluation of the investment quality or price of the securities should be made.
The sale of unregistered securities or the outright fraud in the disclosure process would give
rise to substantial civil liabilities to purchasers of the securities and, possibly, criminal
prosecution.

Article 95 (a) - For the reasons mentioned in Article 92, the pre-incorporation requirement of a
feasibility study should be deleted. Also, as discussed in Article 57, a PSC should be required to

i
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provide the name of its registered address and registered agent.

Article 95 (b) and (c) - For the reasons stated in Article 57 (above), the valuation by the Controller of
in-kind shares is restrictive, non-transparent, and should be left to the applicant's auditors. Also, the
reference to "home office” should be deleted in favor of the registered address and agent as
recommended in Article 95 (above). As the number of PSCs and their promoters is limited, the
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signature in the presence of the Controller or a notary public is not unduly harsh (although a lawyer's
signature and attestation could be added).

Article 96 - While franchises present particular problems due to the unequal bargaining positions of
franchisors and franchisees, the protection implied by limiting them to the PSC form is a barrier to their
formation in Jordan. Moreover, their governance is more properly in the realm of commercial law.

RECOMMENDATION: Delete the requirement that franchises can adopt no form other
than the PSC.

Article 97 - Once a securities regulatory regime is adopted in Jordan, the approval of a PSC
incorporation should be left solely to the discretion of the Controller (who will consult with the Minister
on policy making but not general or specific applications). In the meantime, concems have been
addressed over the prospect of removing the Minister's jurisdiction from the current incorporation
process. Given the relatively few number of PSC incomorations, there is some legitimacy to
maintaining the involvement of the Minister. Interim measures which would facilitate processing could
include: adding a proviso whereby if the Minister does not issue his recommendation within 30 days
the Controller's recommendation shall be determinative. Also, if the capitalization requirements are
lowered as recommended herein, the Controlier could be have exclusive jurisdiction for all applications
below a certain size (e.g. JD 100,000).

RECOMMENDATION:
(1) Insert clause at the end of the first sentence as follows:

Should the Minister not issue his determination within 30 days the
recommendation of the Controller shall be detarminative.

(2) Add at the beginning of Article 97 the following:

The Controller shall approve or reject applications for all firms having total
capitalization below JD 100,000. All appeals of the Controiler's decision shall
be to the Minister.

Article 98 - The capitalization requirement of JD 100,000 is unduly restrictive and impairs the evolution
of smaller ventures into larger enterprises (as discuzsed in Article 54). The establishment of such a
high level of capitalization should not be a criterion for incorporation. The establishment of all but
nominal requirements was abandoned in most U.S. jurisdiction several years ago, (the Greek

requirement is approximate JD 20,000 and in the Emirates it is Dh 10 miliion). The purposes of this

high level of capitalization are undoubtedly two-fold; (1) to protect creditors and the public welfare, and
(2) to ensure that PSCs are of a minimum size before they ask the public to subscribe in their shares.
As the latter concern will ultimately become the responsibility of the eventual securities regime, it
should be deleted. As with the discussion on capitalization levels in Article 54, the issue of third party
protection should be left to the company, its creditors or suppliers; in the interim, a substantial

reduction is advised.
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On the public welfare, the implication is that PSCs will be operating in areas such as banking,
transportation, tourism, and other activities which require some guarantee of liquidity for any tortious
or fraudulent activity. These matters are more properly regulated by the substantive government
authority and not the Controller.

Last, nominal share value requirements should also be reviewed as it is more properly a matter for
promoters, directors, officers, and underwriters - not the Controller.

RECOMMENDATION: Reduce capitalization levels to JD 5,000 (or at least some level below
JD 100,000. Eliminate the nominal value requirement of one share equals one JD.

Article 100 - if there is a sizable reduction in capitalization requirements, the period of installment
payments could be reduced to two years without creating hardship. On the postponement of
instaliments, the Controller and the Minister should be the decision maker for all companies in which
they have respective final authority as recommended in Article 97.

Article 101 - Share registry and transfer provisions are more properly addressed in implementing
regulations rather than in the organic statute by either the Controller or the securities regulatory body.

Article 102 (a) - The precise timing of an underwriting should be decided by the underwriter and the
issuer, taking into account market conditions. The current law requires the issuer to undertake its sale
of securities upon the signing of the memorandum and the articles of association. This requirement
would be viewed as overly restrictive and some flexibility should be introduced by allowing, for
example, the underwriting to occur not less than 90 days from the signing of the requisite
documentation. Also, the 20 parcent minimum contribution for the promoter's share might limit those
instances where promoters contribute management expertise or intellectual property rights rather than
capital. The establishment of a 10 percent minimum would be more reasonable. Also, comments
were received criticizing the right of promoters to purchase up to 75 percent or 50 percent (depending
upon the purposes of the company) of an underwriting as vesting them with an inordinate level of
control at the expense of minority shareholders. While sympathetic with these concems (such levels
of control are common practice in the U.S. and Europe), they should be addressed in the eventual
securities law.

RECOMMENDATION: Delete “at the time of" and substitute "within 90 days”.
Substitute 10 percent for 20 percent.

Article 102 (b) - In most jurisdictions the 10 percent limit on a promoter's shareholding would be
viewed as an arbitrary constraint. Moreover, it is unclear whether this limit also applies to companies
that serve as shareholders (e.g., the Amman Bank for Investment's recent purchase of 7,000,000
shares of MAFICO's 12,000,000 share underwriting). The exemption procedure should be able to be
determined by the Minister upon the recommendation of the Controller rather than the Council of
Ministers.

RECOMMENDATION: Increase the upper limit on promoter shareholding to 20

percent. Clarify if this limit applies to non-natural persons. Change the last clause to .
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the following: "Howaever, the Minister may, upon the recommendation of the Controller,
exempt any corporate body from the provisions of this paragraph."

Article 104 - Enough has been said on the roie of the Issuing Committee but the wording in paragraph
(a) should be improved. Does the Issuing Committee’s approval relate to the prospectus or the
"requirements determined by the Market", or both? The prior approval of the announcement is
restrictive and not in accordance with any standards. Until the Issuing Committee’s role is replaced
by a securities regulatory body, the Committee should only receive the notices and, if it does not raise
substantive objections (misleading, incomplete, etc.), then the notice shall be considered approved.

RECOMMENDATION: In paragraph (b) the second to last sentence should be
replaced with the following:

The announcement shall be supplied to the Issuing Committee which shall
review it for sufficiency, raising any objections within seven days of receipt,
otherwise the notice will be deemed approved.

Article 105 - The term "underwrite” appearing here is different than its use elsewhere in the statute.

RECOMMENDATION: Replace "underwrite" with "purchase these shares". Also, while
promoters cannot subscribe to an offering, their ability to purchase shares prior to
public offering is somewhat misleading.

Article 106 - The terms of the contract between an underwriter and an issuer should not be required
to be submitted to either the Issuing Committee or a securities regulatory body. If, however, the
issuing Committee is to retain its review of these agreements, it should be required to do so within a
fixed period of time so as not to needlessly delay the underwriting process.

Article 109 - What are the "incorporation costs" and why should promoters be "jointly and severally
liable® for them? If incorporation cost means filing and official notice costs, then it is reasonable to
expect the promoters rather than the government to absorb them. If, however, incorporation costs
mean expenses incurred by "banks and financial institutions," these should be the product of the
agreement between those institutions and the issuer.

RECOMMENDATION: Clarify the definition of "incorporation costs".

Article 111 - Unless there are public policy reasons for the Centroller's direct involvement, the issuer
and its auditor should be given the responsibility of implementing the procedures for an over-
subscription which should be articulated in the offering documentation. A report of this process should
be filed with the Controller.

RECOMMENDATION: Delete Controlier's supervisory role in the over-subscription
process and require only that a report of the process be filed with him.

Article 113 - The use of "may" is inconsistent with other Issuing Committee functions. Moreover, the
Issuing Committee's ability to exempt “other companies" from the private placement restrictions is
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broad and inconsistent with international standards. When can it decide? On what grounds will the
exemption be granted?

Article 115 - What is meant by "formation expenses"? This appears broader than "incorporation
costs" mentioned in Article 109.

Article 116 - In harmony with recommendations made elsewhere in this report, the valuation of in-kind
shares should be the responsibility of the issuer and its auditors. Also, there is no provision for the
nomination of directors. Can a shareholder nominate more than one director? The usual interpretation
of this procedure is not to allow shareholders, despite their level of ownership, to nominate more than
one director. Several commentators have expressed their opinion on the unfaimess of this provision.

Articles 118 and 119 - In Article 118 the Controlier should be able to appoint an independent arbitrator
to review the objection and issue his recommendation on a timely basis and at the expense of the
company. If either party objects to the arbitrator's recommendation then appeal should be to the court.
The use of "text or legal judgement"” is unclear. Also, the appointment of an independent arbitrator
could be a more expedient measure. The certification process set forth in the current law is troubling
in its breadth.

Article 131 - On improving the process in the valuation of shares in-kind, three options are suggested,
ranging in degrees of company autonomy:

(1) valuation should be determined by the company's auditor in accordance with generally
accepted accounting principals as stated earlier. Should there be a desire to have record of
this report then there could be a filing requirement with the Controller;

(2) The auditor’s report should be submitted to the Controller who has thirty days to raise any
objection on the valuation or the auditor's assessment will be determinative. Any appeals of
the Controller’s decision should be to the Minister; and,

(3) The Controller's approval on the valuation of shares in kind is required only in those
instances where said valuation is above 10 percent of the company’s total capitalization.

Article 135 - The requirement of obtaining Ministerial approval for a company which has at least 80
percent of its share capital fully paid and seeks to increase its share capital to 100 percent, is an
unnecessary interference with a company’s intemal affairs, especially since the company is funding
this increase from accumulated eamings or its voluntary reserve. Moreover, the right of a company
with less than 80 percent of its share capital paid in cannot, by implication, exercise such a
discretionary increase. If strong public policy reasons exist, for these limitations the increase of a
company having at least 50 percent but less than 70 percent should be approved by the Controller,
in consultation with the Minister. However, a more ideal situation would be to remove these
restrictions altogether.

RECOMMENDATION: Allow all companies having at least 70 percent of its capital
paid to have unilateral discretion to increase its capital base to the 100 percent level
and require that only notice be sent to the Controller accompanied by the resolution
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of its general assembly. Allow companies with at least 50 percent of its capital paid
in to apply (with general assembly resolution) to the Controller, in consultation with the
Minister, for permission to increase to the 100 percent level.

* Article 136 - Allow the Controller, in consultation with the Minister, to approve all such new offerings

below an established level (e.g., JD 100,000). All increases above JD 100,000 should be approved
by the Minister upon the recommendation of the Controller.

Article 137 - A potential inconsistency exists between this Article and Article 102's limitation which
permits promoters of "other public shareholding companies" (i.e., not banks, financial institutions, and
insurance companies) to subscribe up to 75 percent of its initial offering. If the recommendation in
Article 136 is adopted then "or Controller, as provided in Article 136" should be added after *"Minister".

Article 138 - Without even reaching the issue of the Controlier's involvement in this process, this Article
is an extreme example of governmental interference in a company’s internal affairs. First, the action
taken by the Council of Ministers is without the consent of the general assembly of the company.
Second, the 15 percent tax assessment will effectively decrease the company'’s capital base by an
equivalent level causing particular injustice to minority shareholders having less than 15 percent
ownership. Third, there are no criteria established justifying such action. Several commentators have
expressed concem over this unilateral power.

RECOMMENDATION: Eliminate Article 138 or limit the govermment's authority to
exercise this unilateral power.

Article 140 - If this procedure of creditor review of capital decreases is justified on public policy
grounds, consideration should be given to allow a company to effect such a decrease so long as the
amount of the reduction does not exceed the company’'s accumulated liabilities, as verified by its
auditors. Notice should be given to creditors with appropriate publication. If the amount of reduction
does exceed such liabilities, the objection procedure should first be conducted, at the expense of the
Company, by an independent arbitrator who will submit his findings to the Controller. The Controller
will receive those findings and issue his recommendation, in consuitation with the Minister. All appeals
of the Controller’s decision will then go to the Higher Court.

Articles 141 and 142 - The term of any bond is a vital element and will be reflected in the price
determined by the marketplace. The current five year limitation should be either eliminated or
liberalized to 10 years to make the Jordanian bond market competitive with other emerging capital
markets. The securitization of the bond shoulid also be left to the discretion of the company although
with the proliferation of high yielding "junk bonds" in the U.S., some roasonable limits on the
collateralization could be established by the eventual securities regulatcry body. The role of the
Issuing Committee in this bond issuance process (through Article 159) should be eliminated or reduced

as discussed elsewhers in this report.

Articles 160 and 164 - Most U.S. states permit a board of directors to consist of one or more directors
(Section 8.03, Revisad Model Busies Corporation Act) yet require, unlike European law, that the
directors be "individuals" and not corporations or other entities. Historically, three directors were
required and a few states retain this requirement. In most U.S. jurisdictions staggered terms for
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Review of Jordanian Companies Law

Directors are allowed, especially when there are more than nine directors to enstire some diffusion of
control.

RECOMMENDATION: Reduce minimum number of directors from seven to three for
firms with a net capitalization under an established level (eg., JO 100,000) in
paragraph (a).

Article 161 - The election of independent or outside directors has proliferated in the U.S. independent
directors are not affiliated with either the management or ownership of the company and are able to
bring expertise and objectivity to a board’s decision making, thereby affording greater protection to the
interests of minority shareholders. While the restrictions on the sale of director's shares below the
stipulated amount required for qualification is an understandable protection against insider trading, this
could be an unreasonable constraint on a director holding a relatively small amount of shares.
Thought should be given to establishing minimum percentages of a director’s share sales.

RECOMMENDATION: Allow the election of a maximum number of outside directors
(e.g., 33%). Allow directors to sell up to 20 percent of his or her shares per quarter,
especially when ownership falls below the statutory minimum. :

Article 169 - This directs the company to publish certain financial information on an annual basis but
does not state where that publication should occur.

RECOMMENDATION: Clarify where the balance sheet, financial statemsnts, annual
repoyi, and financial statement should be published.

Article 174 - This provision contemplates an effort at restricting the growth of inter-locking diractorates
which have been found to have anti-competitive consequences in those economies which have a large
degree of concentration in economic decision making. The three (PSC) and five (all companies)
directorship limitation might be, however, unduly restrictive, especially for charitable organizations.

RECOMMENDATION: The possibility of election to more than five boards should be
allowed with the consent of each board upon which that director sits or exempt the
limitation to charitable organizations.

Anticles 176, 185, and 187 - Directors and officers have a duty of loyaity to the company and are liable
as a fiduciary for any breach thereof. The restrictions on board membership are an indirect way to
state that directors shall not engage in activities that either conflict or create the appearance of conflict
with the interests of the company. However, there should be even more direct notice to directors and
officers placed on the certificate of registration (incorporation) as is the case in the United States under
the RMBCA and Delaware General Corporation Law (Section 102(b)(7)). The removal in paragraph
(e) of Article 176 should be clarified as to who has standing (board, sharetiolders, Controller) to move
for such an action and to which authority (Controller, Minister, Higher Court). The Jast clause
(dangling) of the first sentence of Article 185 (a) creates almost unlimited liability for the management
decisions of the chairman or directors. Moreover, the negligence standard is too unduly harsh. This
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Review of Jordanian Companies Law

level of liability runs afoul of the business judgement rule which, in the United States absolves
directors or management from the harmful consequences of decisions that were made in good faith.

RECOMMENDATION: Place notices on certificates of registration regarding director
and officer duties and restrictions. Clarify removal and liability provisions in Article 176
(e) and 185 (a). Add to Articles 185 and 187 language on the limitation of director
liability for business decisions made in good faith.

Article 179 - Notwithstanding the earlier discussion concemning the desirability of requirin detailed filing
obligations which impede the management freedom of companies, the Controller shouid be sent these
special by-laws and should be given a period of time to raise any objections to them or they will
become effective as a matter of law.

RECOMMENDATION: Change the last two lines of paragraph (a) to the following:

Copies of these by-laws shall be sent to the Controlier who has fifteen days
to raise any objection on public policy grounds or the by-laws will become
effective.

Article 183 - The requirement of six board meetings a year could be unduly restrictive to small
companies or those companies where board membership is wide-spread. This should be left to the
internal affairs of the company, its board, and shareholders. Mention might also be made whether
board meetings can be held telephonically (as is the growing practice in the U.S. and Europe).

RECOMMENDATION: Reduce the number of board meetings required each year for
the current number of six to four (quarterly). Specifically allow telephonic mestings.

Articles 186 and 194 - These articles restrict a company insider (director, officer, employee) from
disclosing or acting upon confidential information. These restrictions should appear as a supplement
to the disclosure provisions of a securities law and are applied also to sharehclders holding more than
a 10 percent interest in the securities of the company. United States courts have imposed civil liability
on those third parties relying upon information received from insiders (knowingly or unknowingly) on
a constructive wrongful conversion basis. It is beyond the scope of this report to explore the evolution
of insider trading restrictions in Jordan but thought should be given to make Articles 186 and 194 apply
to those holding 10 percent of shares.

Article 193 - The 30 percent standard should be lowered to be consistent with the 25 percent standard
enabling shareholder’s to call an extraordinary meeting. The Controller should be able to appoint a
neutral lawyer to conduct the hearing at the expense of the company.

Articles 195 and 196 - The Controller should be empowered to appoint a provisional board (Article
195) or remove "inadequate” directors and appoint an administrative board (Article 196) in consultation
with the Minister. If there are public policy reasons, then the Controller should make recommendations
to the Minister on the composition of the board for all shareholding companies having share capital
above a stated amount (e.g., JD 100,000).
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Review of Jordanian Companies Law

Article 197 - As a general matter, the Articles 197 - 211 governing the holding of ordinary and
extraordinary meetings of the general assembly of a PSC entail entirely too much involvement by the
Controller and the Minister. The Controllar has neither the staff nor time to become involved with such
matters and the Minister is preoccupied with more important affairs of state. Requirements that timely
notices and proxies be sent and voting conducted in accordance with certain minimum rules should
ultimately be established by a securities law. However, should a shareholder, officer, or director object
to the manner in which these meestings are being conducted, then they should have a statutory right
to object to the Controller who, in consultation with the Minister, can make his ruling. Provisional
changes to the law can suffice until a securities regime is in place. These recommendations inciude:

Require notice of the meeting date only to the Controller in Article 197,

To make minority shareholder objection levels consistent throughout this law, the 15
percent appearing in Article 200 (a) should be increased to 25 percent.

The Controller should be able to direct the company’s auditors, lawyers, or objective
third parties (including lawyers and auditors), to convene an extraordinary general
assembly meeting in Article 200 (b).

The Controller (or his delegate) can inspect the proxies either at the request of a
shareholder or upon his own discretion, but should not be required to do so as is
presently the case in Article 207 (a).

Only in limited circumstances should the Controller, or a senior staff member, conduct
the general assembly meetings as presently required under Articles 208(a) and 209
(a). The reasons for such supervision should be when a certain percentage of
shareholders request and if the Controller decides that to do so would be in the best
interest of those shareholders. Otherwise, the auditors and lawyars of the company
could certify that the meeting was held in accordance with Jordanian law.

The Controller should be invited to any general assembly mesting and, if reasons exist
for this anomaly, require the company to pay JD 200 (plus expenses) when he (or his
designate) attend as provided in Article 208 (b). The remaining provisions on the
distribution of that fund will not be opined upon.

The delivery of a signed copy of the minutes in Article 209, perhaps with a certification
by the company’s lawyer or auditor that the meeting was held in accordance with this
law, should be the only document required to be delivered to the Controller. Of
course, the Controller should be able to obtain any information he so requests relevant

to that meeting.

The Controller should be invited, but his presence should not be a prerequisite fora -

general assembly meeting to be legally held. Therefore Article 210’s last sentence
should be modified.
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Review of Jordanian Companies Law

Article 220 - There has been some comment on the laxity of auditing practices in Jordan. The
suggestion has been made that all partnerships above a certain size should be required to have a
auditor. In paragraph (b), as all auditors must abide by the same rules regarding conflict of interest,
they should be only required to notify the Controller of their selection after it has besn made.

RECOMMENDATION: Require a company to notify the Controller of its selection of
auditor after it has been made.

Article 232 - Comments have been made on the requirement that a holding company be a public share
company as a restraint on the development of this type of entity in Jordan. in the United States there
is no comprehensive requirement that an investment company be a public share company but if it does
sell shares it must comply with rigid statutory requirements enforced by the Securities Exchange

Commission.

Article 237 - As the govemment has an interest in assuring the stability and liquidity of mutual funds,
a high level of capitalization is warranted, although consideration should be given to reducing the JD

1,000,000 capitalization requirement.

Article 245 - As discussed in the previous analysis of general and limited partnerships, the partnership
agreement should govern the level of majority required to undertake certain measures, including the
transformation of the entity’s form.

RECOMMENDATION: Substitute the following between “another" and "and":

shall be governed by the partnership agreement but shall not be by less than
a majority of the partners and if the partnership agreement does not so
provide, then by unanimous consent of the partners...

Article 246 - Several comments were made criticizing the inability of general or limited partnerships
to transform into public share companies without undergoing a minimum three year term as a limited
liability company. This could be a barrier to partnerships seeking to capitalize on intellectual property
rights or other assets that they have obtained.

RECOMMENDATION: Adopt procedures allowing general partnerships to transform
into public share companies, so long as they meet the requirements provided in this
law.

Article 246 (b) - The requirement of unanimous consent of all creditors could lead to an inordinate level
of interference in the management decisions of a partnership seeking to transform itself into a limited

liability company.
RECOMMENDATION: Substitute the last sentence with:

The transformation shall not be accomplished except with the written approval
of a majority of the creditors representing not less than 50% of the
partnership’s existing indebtedness.
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Review of Jordanian Companies Law

Article 246 (c) - The auditor's verification of the financial information, including partnership equity,
should satisfy the Controller's information needs.

RECOMMENDATION: Require that the application for transformation contain audited
information.

Article 246 (d) and (e) - Neither the Controller nor the Minister should render a qualitative judgement
of the application for transformation but rather only certify that the requisite information has been
supplied.

RECOMMENDATION: Replace paragraphs (d) and (e) with the following:

d) The Controller, in consuitation with the Minister shall certify that the
applicant has complied with the information requirement set forth above.

e) Once the Controller's certification has been received, then the procedures
for registration and publication shall be carried out pursuant to the provisions
of this law.

Article 247 (b) - As with the feasibility study requirement in Article 95, a Limited Liability Company
seeking to transform into a Public Share Company should only be required to state its objectives and
audited financial statements.

Article 247 (c) - The balance sheet should be audited.
Article 247 (e) - The assessment of the company assets and liabilities should be audited.

Article 248 - The Controller should be able to make this decision, in consultation with the Minister
except for those Limited Liability Companies or Limited Partnerships in Shares above a stated
capitalization level (e.g., JD 100,000). The audited information required in paragraph (e) should
eliminate the need to form a committee of experts.

RECOMMENDATION - Replace Article 248 with the following:

The Controller, in consultation with the Minister, shall certify the transformation
of those limited liability company or limited partnership in shares with
capitalizations of less than JD 100,000. For all such entities with
capitalizations exceeding JD 100,000, the Minister shall approve the
transformation upon the recommendation of the Controller within thirty days
from the date of submitting the application referred to in Article 247 of this law.

Article 249 - If the changes recommended in Article 248 are accepted then "of the Minister should”
be removed from paragraph (a). Also, initial appeals of the Controller's or Minister’s decision should
be to the Higher Court.

1
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Article 252 - Applications for mergers should be to the Controller. The need for a preliminary valuation
in paragraph (e) should be satisfied by the audited balance sheets required in paragraph (d). The
ability of the Controller to require "any other statements" should pertain only to clarification of the
requisite information provided.

Article 257 - The Controller should receive the application for merger and be empowered to render his
decision, unless, as discussed above, the gross capitalization of the contemplated merger exceeds
a certain amount (e.g., JD 100,000).

Article 258 - The lengthy procedure appointing an evaluation committee could be replaced by requiring
the appointment of an outside auditor who shall submit its finding to the Controller within sixty days
who can extend this term upon a showing of cause. These expenses should be borne by the merging

companies.

Article 260 - The Controller, in consuitation with the Minister, should be empowered to appoint the
Executive Committee, subject to the capitalization level recommendation stated in Article 257. The
Memorandum or Articles of Association should govern the majority required but such majority should
be not less than fifty percent of the shares represented. '

Article 263 - The Controller should be empowered to issue instructions concerning the merger
procedures and be able to settle objections. Appeals of the Controller's determinations should -:a to

the Minister.

Article 264 - The Controller should be empowered to receive objections of the merger and any appeal
of the Controller’s determinations should be to the Minister.

Article 267 - The strict liability standard established for the General Manager (especially) and auditors
in this Aricle is very broad. There should be some accommodation for good faith errors.

RECOMMENDATION - Add "knowingly" recorded before "recorded" and “declared".
This would conform to the last sentence of this Article.

Article 270 - There is an inconsistency between the requirement that a Public Share Company own
not less than fifty percent of another Public Shareholding Company and Article 239's limitation on
ownership held by Mutual Funds which also happen to be Public Shareholding Companies.

RECOMMENDATION - Add the following at the end of the first clause, “except for
Mutual Funds".

Article 271 - The Controller should be empowered to receive and refer the application to the Issuing
Committee (see previous discussion the role and composition of the Issuing Committee). His decision
to approve the application and suspend share trading should be made in consultation with the Minister,

subject to capitalization levels (e.g., JO 100,000).
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Article 273 - The Controller should be empowered to approve the sale by a parent of a wholly-owned
subsidiary subject to review of the Issuing Committee in consultation with the Minister, subject to the
above capitalization levels. The holding period limitation should be reduced to two years which would
comply with other holding restrictions established in this law.

Article 277 - The Controller, in consultation with the Minister, should be empowered to approve a
registration of a Foreign Company Operating in the Kingdom. At least one comment was made
criticizing the need to obtain a clearance by the Ministry of the Interior on the Foreign Company's
designated representative before registration.

Articles 280 to 286 - Many comments were received on provisions regarding Non-Operating Foreign
Companies in the Kingdom. These comments included observations that the intention of the law was
often circumvented; that filing requirements, including audited financial and Arabic versions of the
company’s memorandum and articles of incorporation were overly harsh; that the law restricted
individuals with dual citizenship from serving as representatives; and, that dissolution procedures are
not established. At least one commentator suggested that only a translated "certificate of
incorporation"” of the situs of incorporation be required appending foreign (or at least English) language
versions of other required information. It is beyond the scope of this report to comment on this
corporate form other than to raise the above criticisms and provide the unsolicited observation that the
law's generous provisions could serve as an incentive to foreign companies wishing to use Jordan as
a base for regional operations.

Articles 287 to 307 - As with Articles 280 to 286, it is beyond the scope of this report to provide
extensive commentary on the law's provisions for the Liquidation and Dissolution of a Public Share
Company, especially without the ability to reference the Commercial Law. However, the absence of
any receivership or “work-out" (Chapter 11 in U.S. Bankruptcy Law) appears to limit the ability of
companies undergoing financial distress to redeem themselves under court supervision. Such
provisions have frequently provided protection to both shareholders and creditors in many jurisdictions
and consideration should be given for their adoption in Jordan.

Article 308 - Many comments were received on the inability of the Controller or Minister to enforce the
provisions of this law. While Article 308 empowers the Controller and Minister to “take such measures
which they deem suitable" to ensure compliance with the law, these measures are not spelled out.
There should be clarification on the subpoena and injunctive powers of the Controller.

RECOMMENDATION - Add after "suitable” in the second sentence: “including the
power to issue subpoenas and exercise injunctive measures under Court supervision".

Article 310 - If the 25 percent standard is adopted elsewhere in the law, then Article 310 should be
modified accordingly.

RECOMMENDATION - Replace 20 percent with 25 percent.

Article 311 - The Controller should be able to order an audit without the consent of the Minister. He
should also be permitted to appoint an outside auditor but this should be at the expense of his office.
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Review of Jordanian Companies Law

Article 313 - There are no procedures concerning who has the authority to bring criminal actions for
violations of this law. Several comments were made on the over-in_conclusiveness of this issue.
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Meeting Notes - March 13, 1995
I. USAID

a. Bassam Khatib (Project Coordinator) - Discussed the scope of the consultancy and the Private
Sector Policy Reform Program of which this assignment is a part. Bassam outlined the preferred
methodology of the assignment and asked for (1) a proposed Work Plan in outline form by March 17;
and (2) weekly progress reports. Among the concerns that have been raised on the current
Companies Law (No. 1 of 1989) include:

- The Controller of Companies approval process for certain types of companies;

- Government control over management and audit of companies is cumbersome
and lengthy; and

- The Companies Law is too long and confusing.

b. Peter Delp (Director of Private Sector Policy Reform Project) - Mr. Delp mentioned that concerns
have been raised regarding the pricing of new shares and the cumbersome nature of the registration
process. He said that the release of the third tranche of USAID project funds is partly conditional upon
the simplification of the Companies Law. Other issues raised by Mr. Delp included:

- reliability of information disclosure by registered companies;

- the possibility of arbitrariness in enforcement;

- unacceptab_ly high transfer costs;
Mr. Delp urged the consultancy to not refrain from making hard recommendations and suggested that
the Companies Law be evaluated in the totality of Jordan's economic climate. He urged that the
consultant work closely with the Controller of Companies and the Minister of Trade and industry who
will establish the priorities for the assignment.
¢. Tom Oliver and Diane Swain (USAID Mission Director and Deputy Director) - Brief meetings were
held with Mr. Oliver and Ms. Swain on the role of the Companies Law and Jordan'’s private sector
reforms. Mr. Oliver suggested that we garner the input of the Royal Commission on Modernization
and Reform and the Minister of Planning (although the latter was departing on a trip to the United
States on March 14th).
Il. Controller of Companies
A lengthy discussion was held with Mr. Said Hiasat, the Controller, Ms. Mona Fostiq, Register of
Foreign Companies, and Messrs Bassam and Carroll. Mr. Hiasat said that the consuitancy was timely
as a committee has been formed to review the Companies Law. The key objectives of this review are:

making the law more flexible and less complex;

. streamlining the review process;
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Review of Jordanian Companies Law

= introducing more transparency in the Companies Law; and,
- clarifying the authority of the Controller.

Mr. Hiasat said that there was pressure to reduce government involvement in the management of
companies, especially in professional and other special purpose companies which should be handled
by company directors and the Central Bank. Particular reference was made to the onerous regulatory
requirements of the Controller. However, Mr. Hiasat said that special concerns remain toward
companies raising capital from the public where he foresees ongoing involvement by the Contrailler.

Other issues raised in the meeting included:

- the movement toward a disclosure based regulatory regime whereby
companies have to supply statutorily mandated information and empowering
the Controller to take action when these requirements are not met; and,

- need for specific guidance on amendments that will enhance the autonomy of
the Controller whose decisions are currently circumscribed by other
considerations within the Ministry of Trade and Industry.

Mr. Hiasat said that the consultant should be appraised that another consultancy is studying the
establishment of a securities regulatory body. He also referenced concern over the limited number of
companies on the AFM. He suggested that meetings be held with academics, leaders of the
Jordanian Bar and Auditors Association, the Director of the Amman Financial Market, the Chamber
of Commerce, the former Director of the AFM and Dr. Hasham Sabbagh, a special economic advisor
to the Prime Minister, the Director of the Amman Bank, and a financial journalist by the name of
Ahmed Nammari.

Mr. Hiasat hoped that the consultancy will be focused on an analysis of the current legisiation with
particular emphasis on the authority of the Controller and suggestions for the simplification of the
registration process.

Meeting Notes - March 14, 1995
. Controller of Companies

Various ad hoc discussions with officials of the Ministry of Trade and Industry and the Office of the
Controller including Said Hiasat, Mona Fostiq, Abdul Karim Gharabeh (supervisor for new
registrations), and Mohammad Salah Qahoa (Economic Policy Advisor).

| was able to witness the registration process first-hand and evaluate the process and types of
questions and administrative glitches that arose. From an efficiency stand-point there should be a
better means to evaluate applicant needs prior to their engagement of Controller executive staff who
are tasked endlassly in the hall ways and offices. During my time there | was questioned no less than
eight times on the applicability of certain procedures. For example, many of the applicants are referred
to a substantive ministry (usually the Ministries of Health, Transportation, Education, and Interior) for
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Review of Jordanian Companies Law

specific approval of a statutorily controlled business activity. This ministerial approval process have
been a source of frustrations for applicants in so far as the process can take several weeks to
complete. Other simple questions pertained to the document signature process, the appropriate narne
of a partnership, and other general information required from applicants.

In discussions with senior administrative staff, it was clear that 90 percent of the issues they address
are routine and would be handled by an information desk and more explicit materials. | am certain
that an in-depth study would reveal significant cost savings from the diversion of these inquiries from
supervisory staff. On the establishment of partnerships and limited liability companies, supervisory
staff said that in demonstrating the former's satisfaction of statutory capitalization requirements (JD
500) partners need only to affirm that they have pledged the capital. In limited liability companies,
applicants must show that they have deposited 50 pcrcent of the statutory requirement with a bank.
Other points raised during my discussions included:

- the Controller’s office registers an average of 15 partnerships and three limited
liability companies per day; and, ten public share companies per month.

- the supervisor has been delegated to make the finai decisions on partnership
registrations, however, he instead reviews and refers the documentation to the
Controller on limited liability and public share companies.

- public share companies represent a particular problem for registration as they
frequently involve solicitations of capital from the general public. The
supervisory staff must remain into the evening in order to review the legal
sufficiency of these applications.

Meeting Notes - March 15, 1995
IV. Muawia B. Khammash - Arab Bank

Mr. Khammash is the Legal Advisor to the Arab Bank, Jordan’s largest financial institution. He is the
former Controller of Companies and participates on a committee preparing draft of arnendments to the
Companies Law. Mr. Khammash is also active with the Amman Financial Market.

Mr. Khammash said that the Companies Law along with financial and investment laws were obstacles
to foreign investment. He said that any redraft of the Companies Law should focus on issues of clarity
and transparency. Concering clarity, he said that simplification of company registration is needed.
He said that major improvement could be obtained by according more authority to the Controller and
using Ministerial authority in rare instances. He urged that lawyers become more involved in the
redrafting of the law. On the status of implementing regulations and their impact on investors Mr.
Khammash said that more clarity is naeded in those regulations that have been promulgated, adding
that many important areas do not yet have implementing regulations at all. He aiso urged that the
private sector be consulted before their promulgation although he did state that advance notices were
required by law.
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Review of Jordanian Companies Law

Mr. Khammash said that the Companies Law interrelates to criminal, commercial and banking law. He
said that there has been discussion by an ad hoc committee on the establishment of a securities
commission that would deal with technical matters in a consultative manner. He said that a disclosure
based system was advisable to minimize government control but hoped that better accounting
standards evolve through the AFM and the Companies Law, in order to placate private investors fears
on reliance upon company generated financial information. This law should contain penalties for
individuals and companies violating the law apart from civil remedies (through the courts or arbitration)
sought by aggrieved parties.

V. Salem Ali Salem Al-Jafaari - Legal Advisor, Ministry of Trade and Industry

Mr. Al-Jafaari advises the Ministry of Trade and Industry on Company Law, as well as intellectual
property and other issues, he aiso sits on the committee proposing new amendments to the Law.
Other representatives on the drafting committee include the Arab Bank, the AFM, the Central Bank,
the Chamber of Industry, and a law professor. Neither the bar association nor the chamber of
commerce were represented but he hoped that the bar would become more involved.

Mr. Al-Jafaari said that the provisional nature of the current iaw provides an opportunity for extensive
review. These changes will be submitted to the Minister for approval before being reviewed by the
Council of Ministers, and then passed to both assemblies for debate and passage. Mr. Al-Jafaari
hopes that this process will be concluded in a few months.

Mr. Al-Jafaari gave a detailed analysis of the relationship of the liquidation and dissolution provisions
of the Company Law and the bankrt:ptcy provisions of the Commercial Law which are feit to provide
adequate protection for creditors ana debtors (with one noted exception). One administrative problem
that he articulated is the confusing ways in which various registers are used. Mr. Al-Jafaari said that
there should be some uniformity or cross referencing system employed rather than the Byzantine time
consuming system, where a company is assigned different and not cross-referenced numbers for
registrations under the Commercial and Companies Law, this includes trade-marks, trade names,
industrial authorizations, and patents.

Another problem articulated by Mr. Al-Jafaari is the limitation on limited liability companies from holding
more than one seat on a board of directors regardless of the number of shares it holds. This bar has
led to the fiction of nominee shareholders being used for the purpose of electing them to the Board.
He suggested that Articles 163 and 164 be modified to allow more director positions for limited liability
companies with the introduction of minority shareholder protection.

Lastly, Mr. Al-Jafaari mentioned two technical problems. First, he said that the Companies Law
contains too many requirements for numerical thresholds for such matters as directorship
appointments. He urged that more authority be given to companies to so determine what the
appropriate number of directors shouid be. Second, he said that the current system of requiring every
shareholder of limited liability companies to sign the registration application in the presence of the
Controller or a Notary Public was unnecessary and time consuming.

VI. Sinai Ghosheh (CPA) and Kamal Al-Bakri (Attorney)
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Review of Jordanian Companies Law

Messrs Ghosheh and Al-Bakri concentrate in the area of public company registration. They provided
a detailed analysis of the registration process, and recommended its statutory and administrative
simplification. | developed a 22 step flowchart from their technical description of the process that
indicates that the entire problem of company registration cannot be attributed to the Companies Law.

Messrs Ghosheh and Al-Bakri also made the following points:

- that the Controller does have the effective administrative power on all matters
pertaining to pubic companies and that the requirement of ministerial approval
merely delays the process and adds another non-transparent layer. Perhans
the law could be redrafted to require Ministerial consultation or provide appeals
of administrative decisions to the Minister.

- That the director limitation on limited liability companies is unfair and counter-
productive.

- That the requirement of each -shareholder signature was an unneeded
protection.

- The Issuing Committee system should either be scrapped or revised to include
some reasonable (and transparent) standards.

Meeting Notes - March 16,1995
VIl. Monther Hommoudeh and Hammad Shugeir - Arab Professionals

Messrs Hommoudeh and Shugeir are principals in a leading censulting and accounting firm and
founding members of the Jordanian Businessman’s Association. Additionally, one of them is Chairman
of the Jordanian Auditors Association and is a member of the drafting committee for the revised
Companies Law. These senior accountants have over fifty years of combined experience in consulting
in Jordan and the Persian Gulf.

Both gentleman expressed concern over the capitalization requirements for LLC (JD 30,000), Public
Share Companies (JD 500,000), and Commercial Banks (JD 20,000,000). Apart from capitalization
costs Public Share Companies (PSCs) and banks incur up to JD 15,000 for advertising and a tax ¢
.004 on an offering. They explained the process where PSCs and banks must reserve a minimum of
25 percent and 50 percent of an offering to members of the public. With PSCs an offering must be
at least 66 percent subscribed for it to close. While banks do not received underwriting fees they
derive substantial revenue for sorving as escrow agents. The cumulative effect of these requirements
serves as an obstacle to public offerings.

On the Companies Law, Messrs Hommoudeh and Shugqeir said that the requirement of three years
of at least 10 percent profitability before a L:.”> can undertake a transition into a PSC as being too
rigid. Moreover, there is no provision in tha {.aw which would allow a partnership to become a PSC
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Review of Jordanian Companies Law

without a three year period as a LLC. This restriction prevents partnership that obtain intellectual
property or licensing rights from raising needed capital to exploit there business opportunities.

On the role of Issuing Committees, this process was seen as being unnecessarily protracted and the
suggestion was made to require PSCs to produce audited financial statements with a statement by
the founders, that this information is a true and accurate representation of the PSCs financial position.

Both gentlemen said that the financial record keeping of partnerships wzs in many cases inadequate.
Messrs Hommoudeh and Shugeir suggested that partnerships should be required to submit audited
financials which would strengthen auditing standards in Jordan, increase fax revenue collections, and
increase lending to small businesses. In response to the author's observation that this might pose a
financial barrier to small businesses and deter them from registering their enterprises even as
partnerships, they proposed that only partnerships having a certain volume of annual turnover be
required to submit audited financials.

On the state of auditing standards, Messrs Hammoudeh and Shugeir said that the IFAC standard was
sufficient but that the licensing of auditors in Jordan should be strengthsned.

Vill. Lana Salameh - Attorney

Ms. Salameh has specialized in Company Law since her admission to the Jordanian bar eight years
ago. On the current drafting process, Ms. Salameh expressed concern that this process not be
influenced by individuals with a personal or professional stake in a specific provision. She hoped that
the Jordanian Bar Association will take a more active role in the process.

On the pricing limitation on LLC shares, Ms. Salameh said that this could deter foreign investment
which would be willing to pay a premium for shares for a successful LLC. For example, the Law
requires LLC shares to be priced at one nominal price (JD 1). This limitation is a disincentive to
infusions of capital to those LLCs which might command premium of their shares due to higher earning
ratios (the standard measure of share values in U.S. and European acquisitions). This limitation has
the additional effect of undervaluing the contributions of key individuals or holders of intellectual
property rights, who, under the current law, could not receive a premium for their participation even
if the other shareholders agreed.

On the simplification of the registration process, Ms. Salameh said that the condition precedent of
obtaining substantive Ministerial approvals is an unneeded delay to registration. She hoped the
current manual filing system will be replaced by a computerized system to increase efficiency and
transparency. She also said that allowing a lawyer to certify shareholder signatures would speed
registration. On capitalization requirements, Ms. Salameh feit that the current levels for LLCs and PSC
are too high and should be retained for only those types of enterprises that operate in areas where
there are specific pubic policy concemns, such as health and banking.

On LLC internal management practices she said that the current interpretation of the C/C to allow for
simple majority general assembly voting for resolutions proposed in ordinary meetings be refiected in
legislation. Specifically, Article 66 (b), should be amended to allow LLCs to stipulate in their Articles
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Review of Jordanian Companies Law

of Association that resolutions be passed by no less than 50 percent of the votes of the partners rather
than the current requirement of unanimous consent.

On the availability of information on: LLCs and PSCs, Ms. Salameh observed that third parties with
demonstrable interests (e.g., creditors) should be able to freely obtain data on registered firms without
having to obtain a court order. Theoretically, this information is available through official gazettes but
the time lag (up to two years) in publication is a barrier.

IX. Informal Discussions with Senior C/C Staff

In ad hoc discussions with C/C staff, it was observed that several requirements under the statutory
provision governing Non-Operating Foreign Companies were unreasonable. Specifically, the
requirement for audited financials under Article 281 (a) (4) was unwarranted in that there was no
discernable public policy purpose as these companies do not operate in Jordan. A proffered
suggestion requiring merely a certificate of good standing from the foreign jurisdiction of registration
was sufficient. Also, the requirements under paragraph (b) should be substituted with a certificate of
incorporation. Lastly, an article should be added to this section allowing Non-operating Foreign
Companias to freely dissolve their corporate being.

X. Asem Al-Hindawi, Director General, Investment Promotion Department, Ministry of Industry
& Trade

The IPD is an independent entity under the Minister of Industry and Trade. Mr. Al-Hindawi made
reference to several legal and institutional barriers to foreign direct investment in Jordan. He indicated
that he has been a member of a committee under the MIT, with participation from the Central Bank
and the Ministry of Finance, which is presenting a redraft of Jordan’s Foreign Investment legislation.
This draft will be submitted to the Council of Ministers for approval, and ultimate presentation to
Parliament by the Prime Minister. Unlike the Companies Law, neither private businesses nor
professionals have had input on this redraft. Among the improvements that are likely to be contained
in the law include strengthened arbitration procedures, full management control, free repatriation of
profits, and full foreign equity ownership in most activities. Moreover, this effort will be coordinated
with a program to establish industrial development priorities by the Higher Council for Investment.

Mr. Al-Hindawi made several insightful comments on the relationship of the GOJ and the private
sector. He said that foreign businesses have been frustrated by the degree of control exerted by the
GOJ in the management of their affairs, and said that the drafting efforts are in response to those
concerns. Once the laws have been redrafted there will be concentrated efforts to explain the laws
to businessmen throughout Jordan and promote foreign direct investment.

Mr. Al-Hindawi added that new industrial and free zone legisiation should substantially reduce customs
duties and taxation. He urged the private sector to take a long term view and work through the various
business associations to guide the GOJ in its liberalization policies as has happened in Syria.

Xi. Yacoub Badr - Senior Economist, Jordan Investment Corporation
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Review of Jordanian Companies Law

The JIC is an independent government authority which stimulates private sector development activities
through direct investment in public share companies and investment promotion. Formed in 1991 as
an outgrowth of Jordan’s Pension Fund, the JIC has invested over JD 100 million in sixty-seven
projects across many economic sectors. The JIC coordinates its investment policies in cooperation
with the GOJ’s industrial development policies and has taken a lead role in its privatization program.
Ordinarily, the JIC takes no more than a 10 percent equity interest in a PSC but this level may
increase if such investment is in furtherance of those policies. Mr. Badr hopes that the JIC wiill
increase the number of joint ventures with foreign companies, especially in export oriented ventures.

Xll. Dr. Ibrihim A. Amosh, Assistant Professor of Commercial Law, University of Jordan

Dr. Amosh is on the Companies Law drafting committee. He said that the committee is focusing on
developing amendments in three areas:

@ relaxation of existing procedures;
= introduction of new provisions; and,
" intreduction of new substantive law (e.g., insider trading). He also is invoived with the

development of securities law which will be initiated after the Companies Law has been
approved by Parliament.

Dr. Amosh described the process whereby the new legislation will be introduced. The draft will be
submitted to the Minister of Industry and Trade who will approve the new law, and pass it to the
Council of Ministers for their subsequent approval. The Council will submit the proposed !aw to the
Legislative Court, who will review the proposal on technical grounds before being introduced to
Parliament.

On the status of the current law and its implernentation, Dr. Amosh said that there 13+ baen only one
or two implementing regulations issued by the MIT and dua to transparency and «:«itainty reasons, he
was of the opinion that the law should be comprehensive on its face, and not contain extensive
implementing regulatory provisions. The enforcement of the law will be through a Special Legal Court
which has exclusive jurisdiction to review the application of staiutes.

Among the suggestions that the drafting committee was considering include: increasing the autonomy
of the Controller of Companies, who will in the coursa of his activities consult with the Minister of
Trade; to allow LLCs and partnerships three months to solicit to outside investors, when the number
of partners and sharsholders drops below tha statutory minimum, with the eventual evolution of the
sole proprietorship; simplify the privatization of governmental share ownership which requires the
formation of an intermediary public share company; allowing greater flexibility in the conversion of
LLCs and partnerships into PSCs; the liberalization of the share pricing process, which is currently
done by the Issuing Committee, with the ultimate aim of allowing the market to determine share
pricing; and the elimination of the capital tax imposed on voluntary additions to capital reserves.
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Review of Jordanian Companies Law

Meeting Notes - March 19,1995
Xill. Dr. Hasham Sabbagh - Economic Advisor, Prime Ministry

Dr. Sabbagh was the founding Chairman and Director of the Amman Financial Market - a capacity he
served in for fifteen years. Subsequent to this capacity he was the Director of the Oman Financial
Market in Muscat and has consulted on the development of capital markets and exchanges in several
countries, including Turkey, Tunisia, Sudan, and Egypt.

Dr. Sabbagh serves on the drafting committee for the Companies Law. His comments echoed those
of several others, including: the abolishment of the Issuing Committee; the establishment of a
securities exchange law and commission; and more autonomy to be vested in the Controller of
Companies. On the Issuing Committee, he said that due to the bureaucratic nature of its membership
and the slow decision making process it should be abandoned or, as an interim arrangement,
significantly modified under the direction of the Controller.

Dr. Sabbagh urged that a parallel drafting process be undertaken for the creation of a securities law
and commission. The Companies Law should be gleaned of its securities regulatory provisions and
these should be liberalized and transferred to a new law with an autonomous enforcement capability.
This legislation should {imit the power of the Controller to govern corporate internal affairs. The
objectives of this legislation should be the protection of the small shareholder from market
manipulations and the expansion of disclosure, particularly with regards to conflict of interest which
he believes is extensive. This process should have the input of the AFM but not be subject to it in any
way. He welcomed the assistance of USAID in cooperation with other institutions (International
Finance Corporation, World Bank) in this process and urged that sophisticated computer technology
be adopted from the outset.

On limitations on the authority of the Controller, as he is appointed by the Council of Ministers, he
should be allowed to exercise his authority independent of the Minister of Finance.

XIV. Naim S. Khoury, Partner, Saba & Co. (Deloitte Touche)

Mr. Khoury is Chairman of the Jordanian Association of Chartered Accountants. He cited the
widespread feeling that the Companies Law should be revised and the GOJ is hoping to have this law,
along with the Income Tax and Encouragement of Investment Law, be completed by the October
summit (Mr. Khoury has participated in each drafting effort). He said that the current Companies Law
has three main drawbacks. First, the provisional nature of the Law has retarded the implementation
of regulations and has eroded certainty in its application. Second, the Law contains many loopholes
which erode the confidence of the public and private sector. Third, certain economic developments
have taken place which the Companies Law in unable to accommodate, especially the development
of new instruments such as derivatives and mutual funds.

Among the numerous recommendations Mr. Khoury made include:

- the passage of securities iegislation (especially provisions on insider trading
and investment companies) and the creation of an independent regulatory
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Review of Jordanian Companies Law

authority which would replace the functions presently carried on by the
Investment Committee.

that the legislation governing LLCs include stronger protection from small
shareholders.

that the provisions on holding companies be expanded.

a separate section be developed for the creation of not for profit companies.
provisions be developed for the creation of professional corporations or
associations which limit the liability for a partner for those activities for which

he has no responsibility.

the partnership law be amended so as not to require the replacement of a
deceased partner with a non-professional successor in interest.

that the sole proprietorship form of limited liability company be developed.

that the provisions on privatization be made more flexible to allow a publicly
owned company to pursue the most appropriate means available.

that both the Controller and the eventual securities enforcement entity have
authority for implementing regulations.

that here be the introduction of provisions found in British and U.S. law
allowing the appointment of a receiver or bankruptcy trustee to permit troubled
companies to redeem themselves under the supervision of the court, and with
the input of the creditors.

the role of public accountants should be strengthened and the ariicles
governing audit reports be revised.

FR

On the latter point, Mr. Khoury suggested that the current audit form be abandoned and the rights and
responsibilities of auditors clarified. He urged the new law to include provisions for audit committees
and eliminations of the separate standards found in the Audit Provision Law and the Companies Law.
On the preparation of financial standards, the new law should cite either a national standard or
International Accounting Standards (Note: the current standard is IAS but there should be room for
the development of a national standard).

Meeting Notes --March 20, 1995

XV - Umayya S. Toukan - Managing Director, Amman Stock Exchange
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Mr. Toukan is an experienced international banker who runs the operations of the AFM. Mr. Toukan
agreed that revisions to the Issuing Committee system, creation of sole proprietorships, allowing for
transformation of a partnership, and reducing LLC paid in capital are among the needed changes to
the Companies Law.

He also expressed caution on the rate in which a securities regulatory body be created due to the
absence of legislation, institutional weaknesses, and the need to ensure the necessary political will.
Mr. Toucan hoped that the current effort at revising the Companies Law ("a very stupid law") be
expanded to include the creation of securities legislation due to their myriad linkages. It was the
objective of the AFM to create a transparent capital market and enhance its regulatory role.

On the redrafting of the Companies Law, Mr. Toucan hoped that the result would be a reduction from
its current 323 Articles to about 30 Articles. This reduced law would leave ample room for the
promulgation of implementing regulations by the Controller and the eventual securities regulatory body.
On the Issuing Committee, the original hope was to use this as the precursor of an SEC. On the
pricing of premium shares, Mr. Toucan hoped that this could be left to the underwriters and the Issuing
Committee should merely review the form of offerings (until an SEC is created). In conclusion Mr.
Toucan said that the pressures from international donors to create securities legislation and a
implementing regulatory body should become more realistic in order to build the appropriate
consensus.

XVI. Hon. Radi Ibrihim, Former Minister and Controller of Companies

Mr. Ibrihim chaired the drafting committee of the existing law. This process began in 1985 and
culminated in 1989. The current law borrows from Egyptian, Saudi, Kuwaiti, UAE, English and U.S.
law.

Mr. Ibrihim opined that the law has numerous problems and requires extensive revision. Among the
major items that need amendment include:

- protection for minority shareholder rights.

- introduction of an entire section on mutual funds.

- improvements to the law governing foreign corporations and regional
corporations. He feels that the provision is being abused and there should be
some limitations on which types of companies can qualify for its generous
provisions. One possible improvement could be the requirement that the
affiliated company actually conduct business in the region.

- improvements on the valuation of companies, especially with regards to in-kind
shares and good wil.

- a clearer division of responsibility between the Controller and the Minister.
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- until a securities enforcement body is created the consideration should be
given to dividing the Controller's job into two positions. The first would be
responsible for the registration of all companies. The second position would
assume the responsibilities of the PSC management and control
responsibilities. This could eventually be the basis for a securities regulatory
body.

- allow lawyers to perform all the registration requirements, at least for
partnerships.

On the relationship of the organic law to implementing regulations, Mr. lbrihim understands the
flexibility gained from implementing regulations but warned to do so would require strengtheniiig
institutional capacity. On PSC approvals he felt that the Minister of industry and Trade retain his
decision making role upon the recommendation of the Issuing Committee.

Last, Mr. lbrihim observed that on the current requirement of substantive Ministerial approval, a
provision might be introduced requiring the registrant to obtain such needed approvals within 30 days
of registration.

Meeting Notes - March 21, 1995
XVIl. Tareq and Tarif Nabeel - Attorneys at Law

Tareq Nabeel was a principal draftsman of the 1989 Law. Tarif specializes in company registration.
Tarif said that there were about 35,000 partnerships, 3,800 Limited Liability Companies, and 150
Public Share Companies registered in Jordan.

The first problem with the law is the provision in Article 7 which provides a loop hole for LLCs and
PSCs not wishing to meet capitalization requirements. By definition, these companies cannot be
merchants. Therefore partnerships cannot be civil companies and Article 6 should be amended
accordingly. The Nabeels welcomed the idea of the creation of a limited liability partnership for
professional service concerns, under which the personal liability of an individual partner is restricted
to his partnership interest for those acts of a partner for which he has no responsibility.

Tareq Nabeel suggested that the entire Companies Law be abandoned and a broad scholarly
approach taken. He fears that the current draft will repeat the mistakes of the 1989 Law where the
recommendations of the drafting committee were not taken and a statute taken piece-meal from
various Gulf and Egyptian models instead. Due to fears of repeated abuses of the corporate form
which resulted in a few noted failures the current statute is overly protectionist. He urged that my
paper touch upon the larger issues of securities regulation and include guidance on the creation of not-
for-profit companies and sole proprietorships.

On the liquidation of companies, concern was raised on the reluctance of the Controller to accept a
court order. Also, recommendations were made to reduce the 75 percent shareholder majority
requirement to infuse additional capital when a company’s losses exceed 75 percent cf its capital.
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Review of Jordanian Companies Law

Also, with regards to LLCs, a question was raised as to why third partes are given a preference to buy
the shares of a selling shareholder versus shareholders. Messrs Nabeel were of the opinion that the
name restrictions on LLCs unduly limited the universe of names available, and recommended that
personal names be used so long as the LLC designation remained as was the case in England (Ltd.)
or other commonwealth nations. Last, both gentlemen hoped that the Controller position would be
granted more authority along the lines of the U.S. Secretary of State or Commissioner of Companies
model, but indicated public policy reasons for retaining Ministerial approval for his decisions with
regards to PSCs.

On the administrative aspects of the Ministry, the Nabeels said that the file control system was greatly
flawed. They hoped that a computerized system would replace the current manual method. They
welcomed the notion of service being through a registered agent and suggested that publication of the
service be required. With regards to the regional company provisions, efforts should be made to make
the implementation of the law more friendly to international investors. On the Issuing Committee
process, they urged its replacement with a securities regulatory body based on full disclosure. They
concluded with the suggestion that the AFM establish stricter rules on the ability of company insiders

to buy and sell shares of their own company without limitation.

XVIil. Samia Hunaidi - Director of Investment Research, Amman Bank for Investments (ABI)

Ms. Hunaidi is a member of the drafting committee for the Companies Law, and said that its findings
will be submiited to the legislative court for review before presentation to the Minister of Industry and
Trade for presentation to the Parliament. She hoped that the process will include collaboration with
the AFM to revise its own legislation for the eventual establishment of greater regulatory and
administrative capacity. She hoped that the eventual regulatory body be given punitive power.

On the status of the AFM, Ms, Hunaidi said that the recent market for primary issues was stronger
than the secondary market. This is due to a perception by investors that the system of nominally
pricing initial offerings at JD 1 posed less investment risk than secondarily traded shares which trade
at a premium above their nominal price. She supported the objectives of streamlining the registration
process and clarifying the Controller's authority.

On the ability of incorporators to purchase up to 75 percent of the initial offering, Ms. Hunaidi said that
this made such offerings only quasi-public. She recommended that the maximum purchase level be
reduced to 50 percent. She also hoped that the issuing Committees role on pricing of new shares
be left to the underwriter and issuer and said that the current fees available to underwriters be raised
above the current level which averages about two percent of the total offering.

Meeting Notes - March 22, 1995

XiX. Abdul Kareem Ghatabeh, Manager of Contracts, Controller's Office
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Mr. Ghatabeh oversees the registration of LLCs. On the registration of partnerships Mr. Ghatabeh said
that he makes his recommendation to the Controller for signature but saw no problem of streamlining
the process further by allowing the Assistant Controller to make the final determination with appeals
going to the Controller. He recommended that the same decision making process be used for
amendment to the partnerships memorandum,

Mr. Ghatebeh said that the Commercial Law requires partnership capitalization of at least JD 500 (to
which must be added JD 30 in fees). He said that many of Jordan's 45,000 general partnerships do
not take their status seriously and thought that higher capitalization levels be established. He
welcomed the idea of increasing fees rather than capitalization levels as a way to ensure that
partnerships take their registration seriously and generate revenue for the Controller's office. Mr.
Ghatabsh added that consideration should be given to placing language on the registration application
that partners are personally liable for the debts of the partnership.

On LLCs, Mr. Ghatebeh said that only about 2,200 of the 3,800 registered LLCs are active. He
welcomed the imposition of an annual fee (e.g., JD 25) for maintenance of an LLCs records which
could be paid at the Controller’s regional offices. He supported the suggestion that the Controller's
decision be the final determination with appeals to the Minister. On the facilitation of substantive
Ministerial approvals (Article 59), Mr. Ghatebeh agreed that a notice on the application form to
applicants that registration does not satisfy such approvals could speed the registration process. On
the problem of name selection, he thought that the single requirement of a LLC designation on the
trade name could also help partnerships become LLCs who have establishad good will.

XX. General Assembly Meeting, MAFICO

| attended the initial General Assembly of MAFICO, a PSC which had recently undertaken a successful
initial underwriting for JD 12 million. (12 million shares at JD 1 each as required under the Companies
Law). The company had been taken over by the Amman Investment Bank in the late 1980s after the
original venture had undergone management difficulties resulting in losses. The firm manufactures
a line of packaged agricultural goods including fruit juices, keichup, and humus. The underwriting
offered 30 percent of its shares to the general public with Amman Financial Bank and a subsidiary
subscribing to 7,000,000 shares. AFB and the other various incorporators obtained shares which
cannot be sold for two years.

The Controller's office certified and registered shareholders and issued election ballots. The Controller
presided over the General Assembly and introduced the General Manager and lead incorporator from
AFB. The auditor’s report and the company's articles were read and adopted by voice vote. Ten
nominations were then offered for the 9 member Board and nominees included persons and
corporations. Directors are qualified only if they have at least 10,000 shares, do not sit on more than
5 other Boards, and are over 21 years of age. The eventual Board was selected by a public count
of the ballots. Nominations for the auditor were then offered and a voice vote taken. The Board will
select its managing director at the first meeting.
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We, Al-Hussein [, King of the Hashemite Kingdom of Jordan, in
accordance with paragrapn | of Article No. 94 of the Constitution, and
based on what has been decided by the Council of Ministers, on
20/12/1988, we attest - on the strength of Article No. 3l of the
Constitution -~ the following provisional Law, and order that' it be
promulgated provisionally put into effect and be incorporated in
the Laws of the State, pending its submission to the House of
Parliament, in its first session :

Provisional Law No. 1 of 1989
Companies Law
Definitions and General Rules.
Article 1
This law shall be cited as 'The Companies Law of 1989" .and shall be
put into force after the elapse of thirty days from the date of
publishing it in the Official Gazette.
Acticle 2
The following words and expressions, where stated in this Law, shall

have the meanings assigned to them, unless the context states
otherwise :

The Ministry : Ministry of Indus Tradé\

The Minister : Minister,OA&Iﬁggﬁﬁib"inE:;ggdg
\ .

The Controller : Controller of rihies, appointéli- by a ruling of
the Council of Minister \ﬁgﬁ]the recommendation of
the Minister «andd h
: WL
The underwriter: The bank or the #fcensed company to underwrite the
securities.
The Court: Court of First Isstance, in whose jurisdiction

the main office of the Jjurdanian company or the
main branch of the foreign company is.

The Marvkel: Amman Financial Market, or any other
establishment which may supercede it.

The Bank: A licensed bank or the financial institution
licensed to handle banking business pursuant to
the provisions of legislation in force.

Articlas of .- .
the Company: The Articles of Association of the company.
The vear: Twelve months in the gregorian calendar.
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Article 3

a.

‘The provisions of this law shall apply to companies practicing
commercial business, and on matters dealt with in the text. Any
matters not contained herein will be referred to the Trade Law.
If not included therein, it will be referred to the-Civil Law,
and if it is not included therein, the commercial practice shall
be applied, otherwise the judge will seek judicial diligence,
jurisprudence, and justice rules.

The Masculine gender shall apply to the feminine gender, and the
singular expression shall apply to the plural, wherever it is
stated in this law, unless the context indicates otherwise.

Article 4

The formation and registration of companies in the Kingdom shall be
effected in accordance with this 1law. Every company formed and
registered under this law shall be considered a Jordanian corporate
body and its main seat shall be in the Kingdom.

Article 5

a.

No company shall be registered ;gﬂé_ggmg,chosen for fraudulent or
illegal objectives. JNo—eompaniy shall He registered in a name
already registered by gnothegifnpiFs“Fn the Kingdom, or in a name
so similar to anotherj th ¥ "lead to tonfusion or deception.
The Controller may \onsequ Ct registration of the

company in such circumStances.
g 9.

Any company may raise an objecti “ﬁﬂ‘g§iting to the Minister,
within thirty days from theWWW\df publication of the decision
to register another entity -in the official gazette, for the
cancellation of the registration of the other company, if the
name under which it is registered is similar to its name or
resembles it to a point where it would lead to confusion ox
deception. The Minister, after giving the firm whose
registration, is contested time to submit its pleading within a
period specified, will issue his decision to cancel the
registration of the other firm, if he has been convinced of the
reason for the objection relating to the registration. Any party
suffering from this decision may appeal to the High Court of
Justice, within thirty days from the date of its publication in
one of the local daily newspapers.

Article 6

Subject to the provisions of Articles 7 or 8 of this law, companies
registered under this law are divided into the following types :

a)
b)
c)
d)

e)

Generai Partnership .
Limited Partnership

Limited liability company

Limited Partnership in shares

Public shareholding company
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a-1)

b)

c)

-4 -

The provisions of this law shall apply to the company in ail
cases and for all the matters not stipulated in its Avticles of
Association.

The Council of Ministers, at the recommendation of the Minister,
Minister of Finance, and General Manager, of Amman Tinancial
Market, will approve to offer all or part of the shares of the
established company, 1in accordance with the provisions of
paragraph (a) of this Article, for public subscription. The
company as such shall become then, subject to the provisions of
this law relating to the public sharcholding companies including
the eclection of promoters committee to assume the duties
stipulated therein.

When the subscription in the shares of the registered company, in
accordance with the provisions qﬁfﬁéxiiraph (b) of this Article,
reaches the proportion allowing it\to commence its business
pursuant to this law, it 1 Fe€Pace Ythe company stipulated in
paragraph (a) of this rt1c$e‘ and~it will be considered the
legal and factual s essoﬁza all”itcs rights and obligations.

e
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Artlcle 7

a.

Article 8
Notwithstanding what is st:“‘:&\at@ in thi

a)l- The Council of Ministers; %

Companies =2stablishbed in the Kingdom under agreements concluded
by the Government with any other state, the participating Arvab
companies emanating from the Arab League or affiliated
institutions and organisations, shall be registered ‘with the
Controller, in a special register prepared for this purpose.
These companies shall be subject to the provisions and conditions
stated in this Law, in relation to cases and issues not
stipulated in the agreements and contracts under which they were
established and on matters not contained in their own Articles of
Association.

Companies operating in the Jordanian Free Zones shall be .

registered in accordance with this law and shall be registered in
a special register to be prepared for this objective. The
registration of the company, in this case, shall be distinguished
by adding a phrase '"Jordanian Free Zones': to its registration
certificate. All its documents, papers and correspondence shail
also be identified by that phrase contained in its name.

Civil companies, which take one of the forms stipulated in
Article 6 of this law, shall be registered with the Controller in
a special register (to be called the civil companies register),
and shall be' subject to the provisions of the Civil Law in force,
provided that the provisions stipulated in this law shall be
applied to their registration.

ﬁv‘

n the recommendation of the Minister,

linister of Finance, and the appropriate Mxnister, will approve
the convi.sion of any establishment fhority, or public
official body, into a public qauqﬂé %1ng company, where the
government of the Kingdo ‘§ own all the shares, without
placing them for public scription, and will register the
company with the Controller in that form per its Articles of
Association prepared by a special committee to be set up by the
Council of Ministers. A Chairman for same shall be appointed
amongst its members, who will assume completion of the procedures
relating to cornversion of the establishment, authority, or the
public official body, into a company, and to register same, in
addition to any other duties and powers entrusted by thé Council
of Ministers.

The Council of Ministers shall, following the completion of the
company's formation and registration procedures, .appoint a
Chairman and members of the Board of Directors and its General
Manager. The Council of Ministers shall also have the right at
any time to discharge ail or any of the aforesaid from their
duties and to appoint one or more supervisors to follow up the
administrative and financial matters of the company, and to
submit periodic and non-periodic reports to the Council about
those matters and the appropr.ata recommendations relatino to
then. ,
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Part Cne
General Partnership
Chapter One
Formation and registration of general partnerships

Acticle 9

a)

b)

¢)

A general partnership shall consist of 4 number of natural
persons, of not less than two and not exceaeding twenty, unless
the increase is due to inheritance, provided that such an cxcess
conforms with the provisions of Articles 10 and 30 of this law.

No person may be a partner in a general partnership, unless he is
at least eighteen years of age.

A partner in the general partnership will acquire the capacity of
the merchant, and shall be considered as practicing the
commercial business in the name »f the partnership.

Article 10

a)

b)

c)

The title of the general partnership shall consist of the names
of all the partners, or of the title’ox surname of each of them
or a s1ngle name or more of the’pargikif, or title, provided
that, in this case, the phrﬁgé ,"Snd is partners" or "and
partners" be added to hzs/name g;fs;;%p/ﬁgmes depending on the
case, or what would lead tocmhe meaning of this phrase. The
title of the company sh&@} co espond permanently with its
existing status. a .

The general partnership may have i Qb&n trade name provided that
the said name must go togeth 2¥ith the title uader which the
partnership is registered ﬂ% both shall appear on all the
documents and papers issued by the partnership and on its
correspondence.

If all partners in the general partnership die, their legal
heires, with the approval of the Minister, and at the
recommendation of the Controller, may maintain the name of the
company and use it, provided that it is added to it that they are
successors in the company of their predecessors.

Article 11

The general partnership shall be registered in the Kinzdom pursuant to
the following procedures :

a)

The application for registration shall be submitted to the
Controller, together with the original partrnership agreement,
signed by all the partners, and with a memorandum signed by each
of them before the Controller or the person authorised by him in
writing.
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c)

d)

-{)-

This memorandum can be signed before the Notavy Public. The

partnecship agreement and its memorandum must  include the
following :

Title of the partnership and its trade name, if any.

Names of partners, nationality, age, and address of each of them.
Hain scat of the partnership.

The partnership capital and each partner's share therein.
Objectives of the partnership.

Duration of partnership, if limited.

Name of partner or names of partners authorised to manage and
sign on behalf of the partnership.

The position of the partnership in the event of death of any or
of all of its partners. '

The Controller will approve the registration of the partnership
within fifteen days from the date of the submission of the
registration application. The Controller may however reject the
said application if there 1is evidence in the partnership
agreement or memorandum of violation of this law or the public
order or the provisions of all the enforced legislations and if
the partners do not take action to rectify the said violation
within the period determined by the Controller. The partners may
submit an objection to the Minister against the rejection of the

Controller within thirty days from th€\date of notifying them of
inistex decide to decline the

the said rejection. Should the
objection, the objecting part shall have the right to contest
his decision before the er,CKhrt f’Justzce within thlrtj
days from the date o#” theﬁz,‘notxi{caczon ef\ the Minister's

decision. v“
If the Controller apprzbgs e registraty ﬂn of the partnership or

if the approval was obtained by a decj on of the-Minister or the
Court of Higher Justice, pursuansg§& the provisions of paragraph
(b) of this article, it will be gistered after the collection
of registration fees, and an announcement shall be published in
the official gazette accordingly. Consequently, the Controller
will issue to the partnership a repistration certificate,
considered as official evidence in all legal procedures. The
partnership must maintain it in a visible place in its head

office.

The general partnership is not allowed to commence its business,
axcept after its registration and payment of the fees in
accordance with the provisions of this article, and in conformity
with all the provisions of this law and the regulations issued in
line therein.

Article i2

.-

The Controiler shall keep a special register in which all partnerships
shall be registered and have serial numbers in chronological order
according to their registration dates. The Controller shall also
record in the said register any alterations or changes that may occur
to any of the said partnerships. Any individual may, after paying the
reqaired fees, nave access to the register if he obtains the prior
approval of the Controiler, should the latter be convinced that the
said individual has a special interest in the register.
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Article 13

A general partnership has the right to change its name or to modify it
with the approval of the Controller. The application in this regard
shall be signed by all partners. This change or modification shall
not affect the rights and obligations of the company. It will also not
be a reason to nullify any legal act, judicial proceedings or action
carried out by others toward the partnership. The partnership should
ask the Controller to register the change in its name, or the revision
made therein, in the special register of partrerships, within scven
days from the date of that action after payment of the prescribed fuoes
and its publication in the official gazette and at least in one of the
local newspapers, at the expense of the partnership.

Article 14

If any change or revision is made to the partnership agreement or to
its memorandum, the partnership must request the Controller to record
‘that revision or change in a special register of general partnerships,

within thirty days from the date of tha/éhizij or alteration.

411 procedures for approval, regjsfratiqn, and publication prescribed
in this Law, shall be carrigg»ouqﬁ*(The gntroller has the right to
publish in one of the lo:i}/pagggs”hnz/revision °§§ change which may
occur to the partnership,cat st\own xpense. Q‘(- '

‘.
)

Article 15 \ ot
W ‘<§§>

Failure to comply with the registratiq@?ﬁnd publication procedures
stipulated in Articles 11, 13 and lb*@ﬁ? this law, would not prevent
the actual existence of the partnergﬁip or any changes thereto. It
would not also affect the right of a third party to uphold the
invalidity of the change or the alterations which are not registered
or published. Provided that no partner in the partnersnip will
bencfit from the failure directly or indirectly. All partners shall
jointly and severly be liable for any damages resulting from this
failure or arising therefrom. .

Article 16

a) With due regard to the provisions of paragraph (b) of this
article, the partnership agreement shall determine the rights and
obligations of the partners. If the agreement does not state the
manner in which the profits and losses have to be distributed to
partners,. then this shall be done on a pro rata basis in the same
ratio as their respective shares in the capital of the
partnership.

b) The partners in the partnership may agree to change or modify
their rights and obligations towards each other under the
partnership agreement or per any other document. This should be
governed by the provisions of registration and publication in the
official gazette wihich are stipulated in this law.

¢
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Chapter Two
Management of the General Partnerships
and Relationship of the Partners with
one another and with others

Article 17

a)

b)

Any partner shall have the right to take part in the management
of the general partnership, and the partnership agreement shall
specify the names of partners who are authorised to manage the
partnership, sign on its behalf and their powers. The authorised
person shall carry out the operations of the partnership in
acce-iznce with the provisions of this law and the regulations
issued in line thervewith and within the authorities delegated to
him and the rights given to him under the partnership agreement.
The authorised person shall not have the right to receive any
remuneration or wages in return for his work in the management of
the partnership except with the approval of all the other
partners.

Any partner authorised to man é////,\\gffairs of the general
partnership and to sign on 1;9’%§QEI shall be considered as its
agent and the partnershlp hal comﬁitted to the actions he
undertakes on its beha and . the ;ébults arising from the said
actions. But if the pjrtn is authorised and contracted in
the name of the generafsﬁfrt sh1p, then t e partnership shall
be responsible for his én towards a, thlrd party and shall
claim compensation from him for all theyl¥sses and damages that
may have been incurred thereby as a igst{ of his action.

Article 18 ' QS}\

a)

b)

Any person authorised to méﬁgge the affairs of the general
partrership, whether a partner or not, must discharge his duties
in an honest and loyal way, and must defend its rights and its
interest. He also must present to the partners on a periodic
basis or upon the request of all or any one of the partners
complete and correct reports of the partnership's operations in
addition to detailed information and data thereon.

The person authorised to manage the general partnership shall be
responsible for any ha.m he may cause to the partnership or for
any damazz incurred thereby due to his negligence or failure in
carrying out his duties. That person shall be relieved of his
responsibility after the lapse of five years from the date his
service at the partnership is terminated for any reason
whatsoever.
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Article 19

The person who is authorised to manage the general partnership
must furnish all the partners with the following documents
whether or not he has been requested by the partners and within
three months from the date his service with the partnership ends:

l. A list declaring every benefit he gained whether in cash or
in kind or any rights he acquired as a result of his
position related to the partnership during his term and
wirich he had kept for himself including any benefits which
he gained through the exploitation of its name or trademark
or title. The said person shall be obliged to refund the
full value or amounts of profits he earned and compensate
the partnership for all the harm sustained hereby including
the interest and expense incurred by the partnership.

"~
.

A list of any funds or assets which belong to the
partnership and which he has puf‘EE his disposal or for his
own use for thiyfgsggse’sf_us g or exploiting the said
property for hi wn benof1p' The\ said person shall be
obliged to return su Flnds anq,usséts to the partnership
and shall be liable £6r any los§ or damage incurred thereto.
He must o.ico com _gsatﬁ’igi partnarship for any harm or
damage incurred thereto and for the opportgﬁ;tv costs of the
partnership as a result of the above.bﬁ <
\k \&\'\

Provisions provided for in par gﬁ\ab) of article 18 of this
law regarding the discharge ofﬁi&e responsibility shall not be
applicable to the acts stipulated in this article. The
provisions also do not include any term that prevents charging

those who committed the above mentioned acts with penal sentences
in accordance with any other law.

Article 20

If the person authorised to manage the partnership was a partner

.herein and was appointed in the partnership agreement in his

capacity as such, then he shall not be discharged of his duties
except with the approval of all partners or by a court judgement.
But if the person who is authorised to manage the general
partnership is a partner therein and is appointed in his capacity
as such per a special contract separate from the partnership
agreement, then he may be discharged of his duties by a decision
taken by the majority votes of the other partners unless the
partnersnip agreement states otherwise.

The dismissal of the person authorised to manage the general
partnership in any of the two cases stipulated in paragraph (a)

of this article shall not result in the dissolution of the
partnership.
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Acticle 21

A partner in a general partnership shall not be permitted to undertake
any of the following actions willwut obtaining the prior written
consent of the remaining partners ‘

a) To enter into any undertaking with the partnership to carry out
any business vn its behalf.

b} To enter into any undertaking or agreement with any other natural
person or corporate body if the subject matter of the undertaking
or the agreement falls within the objectives and businesses of
the partnership.

c¢) To engage in any business or activity which competes with the
parcnership's businesses or activities whether he carried out the
said business or activity for his own benefit or for the benefit
of others.

d) To participate in any other company which carries out businesses
similar to those of the partnership or to assume the

vesponsibility of managing such companies. This is not
applicable to mere ownership of shares in public sharcholding
companies.

Article 22

The general partnership shall be liable ‘for all the expenses incurred
by the general partner managing the partnership's affairs or for any
loss or harm sustained by him due to undertakiagany business for the
benefit of the partnership or for the prétectivn of its assets or
rights even if the said person did ne ob:af@ th

prior approval of
the partners therein. @P’ ;

f. (Y
~
>
. R\
The partners in a general partnership shall noti@ﬁve the right '«
expel any of them from the partnership except hgﬁv court ruling uposn
the request of any one of the partners. <$§§. .

Article 23

Article 24

Books of account of the partnership, its records and registers shail
be kept in its head office or in the place from which it carries our
its business. Each partner shall have the right to inspect the said
books, records and registers either personzlly or by delegating any
other experienced and specialised person in this field, in addition =o
obtaining copies or photocopies therefrom. Any agreement to the
contrary shall be considered as null and void.

Article 25

Any actions undertaken by a person authorised to manage the
partrership or any documents in the name of the partneorship signed
thereby by that person shall be binding on the part of the gencral
partrership whether that person is a partner or not.
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Article 26

a) By observing the provisions of article (27) of this law, the
partners in the general partnership shall be jointly and
severally liable for all the partnership's debts and obligations
which become due on the company during the period he is a partner
therein. Each partner shall guarantea the partnership's Jebts
and obligations by his own private properties. This liability
and guarantee shall be transferred to his heirs after his dJeath
with the liability limited to the amount inherited.

b) Any one who pretend either verbally or in writing to be a partner
in the general partnership or acts as such or deliberately allows
others to believe as such shall be responsible to the same extent
as any partner in the said partnership towards any party who
becoemes a creditor thereto as a result of his belief in that
pretense.

Article 27

Any creditor of the partnership is not permitted to proceced on the
private properties of the partners for the settlement of his debts
untii after effecting the execution on the partnership' property.
Should the properties of the partnership prove to be inadequate to
satisfy all debts, then the creditor may proceed against the private
properties of the partners to settle the remaining amount of that

debt. Each partner has the right to compenSation from the other
partners in proportion to each one's ﬁggre’fgi}ha debt.
<

Article 28 <l BV

a) Any partnav in the. general partn sﬁfb may voluntarily withdraw
thereirom if the duration“&£- he partnersh'% is not limited and
in such a case he must abide by followi g&t gy

\m*ﬁ

1. To inform the Control] gaﬁgh the remaining partners of his
intention to withdraw from the partnership by serving them a
written notice through registered mail. Withdrawals will -be
considered in effect as from the second day of publicising
‘them, by the Tontroller in at least two 1local daily
newspapers at the expense of the withdrawing partner.
Withdrawals will only be effective againzt others from date
of publication.

AN
.

To continue to be, together with the remaining partners
jointly and severally liable for all the partnership's Jdebts
and obligations occurred prior to his withdrawal lhevefrom.
The withdrawing partner shall be considered along with all
partners, as guarantors of the said debts and obligations in
their private properties in acgcordance with the provisions
of this law. '

3. To be responsible before the partnership and the remaining
partners for any harm or damage sustained by the partuership
or the partner as a result of his withdrawal from the
partnership, and also to compensate the partnership for such
harm or damage. , 5
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b) [f the genoral partnership has a limited duration then none of
the partners are allowed to withdraw theretfrom during that period
except with a court judgement.

¢) Should the provisions of paragraphs (a) and (b) of this article
be applied, then the remaining partners must make the neccessary
amendments to the partnership agreement and make the necessary
changes to its status in accordance with the provisicns of this
law.

Acticle 29

a) One or more new partners may be admitted to the partnership with
the approval of all the partners unless it is .stated otherwise in
the partnership agreement. The new partner shall become liable
for all the debts and obligations that baecome ducz by the
partnership after his admittance thereto and also shall be
considered as guarantor of the said debts and obligations.

b) Provisions of paragraph (a) of this article shall be applicable
to any new partner who is admitted to the partnership as a result
of reiinquishing the full shaqg_ar”iqt thereof of any other
partner to him. Provision§ of para aph (a) of article 928) of
this law shall be app&'ca€5ercoftke §§ 1thdraw1ng partner.

Article 30 \ “__.-"—’“
b " ':IJ

a) Should one of the partners decease, th q&nersh1p continues to
exist and heirs of the deceased all be admitted to the
partnership provided that theqs ners hava not agreed to the
contrary in the partnership agreement prior to the death of the
deceased partner, and no minor or legally incompetent person wvas
among them. But if one of the heirs is a minor or is legally
incompetent, then the partnership shall by law be converted into
a limited partnership and the heirs shall become 1limited

partners.

b) If the general partnership continues to function in the same
manner after the death of any of its partners, inspite of the
fact that its agreement lacks any provisions that allow the
partnership to continue in existence inspite of the presence of a
minor or legally incompetent heir, the deceased partner heirs
shall not be liable for any of the debts and obligations that
become due on the partnership following his death.

Article 21

If one of the partners in the general pgrtnership becomes bankrupt,
then creditors of the partnership shall have priority over his private
creditors in his bankruptcy. But if the partnership becomes bankrugpt,
then its creditors thereof shall have priority over the private
creditors of the partners.
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Chapter Three
Dissolution and Liquidation of a Generai Partnership

Article 32

A general partnership shall be dissolved in any of the following
circumstances :

a) When all partners agree on the dissolution of the partnership or
on its merger with another general partnership.

b) Expiration of the partnership's term whether it is its original
term or the extended term per the agreement of all partners.

¢) Completion of the objective for which it was formed.

d) When only one partner remains in the partnership.

e) Bankruptcy of the partnership which results in a consequent
bankruptcy of all the partners.

£) Deciaring one of the partners a; t or legally incompetent
unless other partners deci be&ﬂ?en \themselves to keep the
partnership in existencg QP‘? 2

g) Dissolution of the pa ;négghip a court order.

h) Cancelling the rvegisiration of the partnership wupon the
Controller's resolution in accordance w*ﬂhlthe provzs*ons of this
law. \

W
3
Article 3 \%\\‘\\\%‘\
a) The court may consider thz dissolution of a general partnership

pursuant to a legal action by one of the partners in any of the
following circumstances :

1. If any of the partners commits a major continuing breach of

the partnership agreement or causes substantial damage to
the partnership as a result of committing a serious fault or
negligence while managing the partnership's affairs or while
looking after its interests or safeguarding its rights.

2. If the activities of the partnership can only be carried out

at a loss.

3. If the partnership loses all of its properties or a big
portion thereof making the continuity of its activities
unfeasible.

d

4. If disagreements between partners occur that render the
continuity of the partnership among them impossible.

S. If any of the partners sustains a mental or physical
incapacity vendering him incapable of performing his duties
towards the partnership ov fulfiiling his obligations
thereto. :
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Ib) The court may, in anyone of the events mentioned in paragraph (a.)
of this article, order the tdisolution or the continuatien of the
pactnersiip in carrying on its business after the expulsion of
one or more partners therefrom if such an expulsion, at the
discretion of the court, will lead to the continuity of the
partnership and the smooth running of its operations in a normal
manner that meets the interest of both the partnership and the
remaining partners and safeguards the rights of other parties.

Article 34

a) Should any partnership cease to carry on its business, it must
notify the Controller within a period not exceeding thirty days
from the date its operations had ceased. The Controller, in such
cases, may grant the partnership a grace period to resume its
operations within a determined period or he may decide to cancel
the registration thereof and publish that in the official gazette
and in at least one of the local newspapers, at the expeuse of
the partnership, without releasing the 1liability of the
partnership and the partners therein.of its obligations towards
other parties or without affectj ‘"thﬁ:e obligations until the
date of the termination of e .perCn rship's registration is
announced. " )

P~

b) Any party aggrieved \y (%bnt ler's decision to cancel the
registration of the ganeral tnership, may, within thirty days
from the date of publi ion in the offxc:al gazette of the
aforesaid decision, contest the cancell hin before the Higher
Court of Justice. The execution q@@the cancellation decision
shall cease upon contesting it he court judgement in this
case shall be final. The Q&& ler must publish the said court
judgement in the official¥dfazette as soon as he is notified
thereof.

Article 35

a) Any general partnership that has been dissolved for any of the
reasons stipulated in this law inciuaing the cancellation of its
registration shall be considered to be in liquidation. The funds
of the partnership shall be liquidated and distributed among the
partners in accordance with the partnership's agreement or in any
other document signed by all the partners. Should there be no
agreement among -them in this regard, the 1liquidation and
distribution of the partnership's funds shall be governed by tiie
provisions of this law.

b) A general partnership which is under liquidation shall retain its
separata status, to the extent necessary for the liquidation
process to be completed. The authority of the person authorised
to manage the partnership shall in this case be terminated
whether he is one of the partners or an outsider.

Article 36

If the liquidation of the partnership has been voluntary and with the
agreement of all partners, then a liquidator shall be appointed and
the partners shall also determine his remuneration. Should a dispurc
arise between “hen v gavding this matter, then the liguidator 'l Ue
appointed ami his remuneratien will be determined by the court upon
the request of one or ail of the partners. But if the partnrership iuas
heen dissoived by law or per a court order, then a liguidator =hall be
appointed by the court wiiich will also determine his remuneration.
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Article 37

a) The liquidator of a general partnership must commence his work by
preparing a list which includes all the funds and assets of the
partnership, and must also specify all its rights due from and
obligations Jue to others. The liquidator is neither authorised
to relinquish any of the partnership rights or assets nor tuo
dispose of any of the aforesaid except with the prior approval of
all the partners.

b) The liquidator is not authorised to carry out any new business
for the partnership on ' its behalf except what is needed and
necessary for the completion of any undertaking which have been
previously started by the partnership.

¢) The liquidator shall be personally liable for any violations of
the provisions of this article.

Article 38

The liquidator must comply with all Ale 1ega and practical procedures
needed for the liquidation of t pdrtﬂershxp in accordance
with the provisions of this 1 %% other legislation which he
Jeems appropriate to appl;;/zﬁél °§~ lection of debts due to the
partnership and the repa ent:<égu €s due b@d:he partnership, in
order of priority as determliged

N\

Article 39

a) TFor settling the rights of the\g§§§ners after the dissolution of
a general partnership and e it is under liquidation, the
following wrules and provisions shall be observed, and the funds
and assets of the partnership shall be used to settle the rights
and the liabilities of the partnerships including the funds
required by the partners for the purposes of liquidation and as a
part thereof:

1. ‘Expenses of the liquidation and the remuneraticn of the
liquidator.

2. The partnership's liabilities to its employees.
3. The partnership's liabilities to the government.

4. The partnership's debts to its creditors other than the
partners provided that priority is observed.

5. Loans advanced by partners to the partnership which were not
part of their share capital.

b) Each partner shall receive profits and incur losses including the
profits or losses of the liquidation in the same proportions
agreed upon in the partnership agreement. If the agreement does
not indicate such a proportion, then distribution of profits and
losses shall be made in'accordance with the interest of each one
of thom in the capital of the partnership. The remaining amounts
of the partnership's funds and assets shall also be shared based
on percentages of capital contribution.

i BEST AVAILABLE COPY 7

(h

NPV P IR S




1

Vol

Ili

I

n |h ol

(n a !

l‘u.

RS T

W

[N

L

Iond o i

lad:

- . pigad
¥ J.T;: G o Pl -'igm ¢

P

h'&i"&d“‘:‘m-uvtm"i‘év#;‘ S I

e 3.’

1

PR LT T e

.

A N"""_"

| e .

| Saunded }

Article 40

The liquidator must submit to each partner at the end of the
liquidation of the general partnership a final account of the
vperations and procedures which he undertook during the liquidation
process. fle must also submit the said account to the court should he
be appointed thereby. The Controllgr/in all cases of liquidation must
receive a copy of that account i;p.xbrcyzcho _blish the liquidation of
the partnership in the official-gazette. :

e

;: -
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Part Two
Limited Partnership

Artic.c 41

A limited pacrtnership is formed of two categories of partners whose
names should be listed in the partnership agreement.

a. General Partners :

These are responsible' for the management and operations of the
partnership. They are also jointly and severally liable for all the
partnership's debts and liabilities with their private properties.

b. Limited Partners :

These are the partners who contribute to the capital of the
partnership without having the right to manage the partnership or to
carry out its operations and the liability of each one of them is
limited to his share in the capital o{ the partnership.

/// \
.-
Py .\
v \\

1’ J'. . .
The title of a limited pa;&ﬁershi% shall only consist of the names of
the general partners. If tﬁefe is only one general partner in the
partncrship, then the phras& "and partnersg‘ﬁﬂgt follow his name. The

Articl. 42

name of any limited. partner must * appear in the limited
partnership's title. Should his name ntioned upon his request or
with his knowledge, then he shall jointly responsible for the
partnership's debts and 1iabilit§e§§\owards other parties who may have
depended, in good faith, in W dealings with the partnership, on
that name. P

Article 43

A limited partner shall not have the right to participate or interfere
in the management of the partnership or carry out any of its business
even if he is authorised or delegated to do so, or otherwise he shail
be liable as a general partner for all the debts and obligations due
by the partnership or in the same proportion of debts and obligations
which become due on the partnership as a result of his paviicvipation
or interference in the management thereof or as a result of carrying
out any of its operations. In order to achieve the goals intended
from the provisions of this article, supervision of the general
partners and the director of the partnership who are authorised to
manage it, clarifications requested from them regarding the businesses
of the partnership and ideas and suggestions offered to them or to any
one of them shall not be considered as_participation or interference
in the management of the partnership or in any of its operations. ‘
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Acticle 44

a) Any limited partner may have access to the buoks of the limited
partnership, its accounts and the special registers recording the
decisions taken regavding the management of the partnership. He
may also Jdiscuss such matters with the general partners or with
the managers of the partncrsuxp.

b) Any limited partner may voluntarily relinquish his share in the
partnership to another person. The recipient, in this evant
shall become a limited partner or a general partner with the
consent of all the partners.

Article 45

A new general partner may be admitted to the limited partnership with

the consent of all the general partners, or with the consent of the

majority of them should the partnership agreement &llow such an

admission. The approval of the llmxted n\:irs is not required in
Y:’(

such a case.

Artic.e 46

Any disagreement arising ut of management ¢D- the partnership
shall be resolved by the ma y of the gener ™ partners or all of
them. However any change or modzfzcatlon Qﬁ Lhe businesses of the
partnership shall not be made without the\S%nsent'of all the general

partners. %\\\t\
Article 47

A general partnership shall not be dissolved due to the bankruptcy of

a limiced partner. A lawsuit by a limited partner for the Jissolution
of the partnership shall not be considered.

Article 48

Limited partnerships shall be subjecc to the provisions goverring the
general partnerships, which are stipulated in this law, in all matters
and cases which are not provided for in this (Part).
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Part Three
Joint Venture

Article 49

a) A joint venture is 2 commercial undertaking organised as an
association of two persons or more. One partner shall carry out
the operativss of the Joint Venture and shall deal expressly with
the others. The joint venture as such is limited to the special
relationship between the partners. The existence of such a
partnership may be evidenced by all means of documentation.

b) A joint venture is not a separate legal entity and is not subject
to the provisions and procedures of registration and licensing.

Acticle 50

The silent partner in a joint venture s
merchant unless he personally carries ou}

not be considered a
ommercial transactions.

Article 51 el ?

AR
Third parties do not have the'-.rng of.dny course of action to any
partner except to the one they d t with in the joint venture.
Shonid any other partner confess the evistence ¢f such a company or
should he notify others of its existenca, the npany may then be
considered as an existing company and ¢t Q?_}\partners therein shall
become jointly responsible towards third QSQ ies.

. “??\
Article 52 L\

A joint venture agreement shall specify the rights and obligations of
all partners cherein towards each other and towards the joint venture
and the manner in which profits and losses are to be distributed
amongst them.
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Part Four
Limited Liability Company

Article 53

a) With due regard to what is stipulated in paragraph (h) of this
article, a4 limited liability company is a company that has a
number of partners not less than two and not more than fifty.
Tha liability of each partner for the debts and obligations of
the company is limited to his share in the capital thercof.

b) Upon the death of a partner in the limited liability company, his
share shall be transferred to his heirs whatever their number may
be. The legatee who is entitled to any share or shares in the
company shall be treated in the same manner as the heirs.

Article 54

The capital of the limited liability compa shall be expressed in
Jordanian dinars provided that the capififpz not less than Thirty
Thousand dinars. The afores cap sl 11 be divided into
individual shares of equal. mxnaqu less than one dinar.
However, should more than o Joxntl own such shares, for any
reason, the partners must person from amongst them to
represent them with the compad ut if the partners do not come to
an agreement or do not make that election w1th1n thirty days from the
date they become partners in such share thety (hev shail be
represented by the person elected f% mg‘! Bl m by the company's
director or its board of directors.

Article 55

The name of tle company shall be derived from its objectives provided
that it is followed by the words "limited liability". The name of the
company and its capital must be stated on all of its stationery,
publications and contracts concluded thereby.

Article 56

The limited liability company shall not have the right to offer its
shares for public subscription or to increase its capital or borrow in
this way. The company is also not permitted to issue ncgotiable
shazes or bonds. The transfer of a partner's shares is subject to the
conditions incorporated in its articles of association and in the
provisions stipulated in this law,

Article 57

a) The application to incorporate the limited liability company
shall be submitted to the Controller along with the company's
memorandum and articles of association on the approved forms for
this purpose, and shall be signed before the Controller or before
any person delegated in writing by the Controller or bei:sre a
notary public.
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c)

-
The Limited liability company's memovandum shall incorpurate the
following parvticulars :

l. Name of the company, its objectives and its head office.

2. Names of the partners, their nationalities and addresses of
each of them.

3. Amount of capital and the shares of each partner therecin.

4. Statement of the share or shares received in kind, name of
the partner who  presented such shares and their estimated
values.

S. Any other additional data which the partners may submit or
which the Controller may request.

The articles of association of the limited liability company must
include the information provided for in paragraph (b) of this
article in addition to the following information :

1. Manner of managing_;na_enmﬁﬁﬁ§j—;;;a;:
their powers. D R A FT

2. Conditions for relinquish the—Shares in the company and
the procedures to b ollowed in that res€ﬁct and the form
of writing the relinquishment. “\“““ bW

3. The manner of distributingﬁﬁ&Qﬂgis and losses to partners.

of its managers, and

4, Meetings of the company's general assembly, its legal
quorum, and the quorum needed for taking decisions thereby
and procedures to be followed for holding the said meetings.

5. Rules and procedures pertuining to the liquidation of the
company.

6. Any other additional information furnished by the partners
or requested by the Controller.

Article 58

a)

b)

The amount of the share capital of the limited liability company
which is paid in.cash shall be deposited with one of the banks in
the Kingdom and shall not be handed over to anyone except to the
manager of the company or its board of directors after producing
the necessary evidence which proves the registration of the
company and the publication thereon. But the value of the share
or shares in kind, which are offered by any one of the partners,
shall be estimated by the promoters of the company and shall be
stated in the company's memorandum and articles of associatlon in
addition to the kind of each share and the name of each partner
offered such shares.

The Controller must,  prior to submitting his recommendation to
the Minister for obtaining his approval for the registration uf
the crmpany, appoint an expert or a committee of experts to
estizace the value of the share or shares in kind. The expert
conmittee's decision shall be final and the company shall bear
the expenses.vi that estimation and aiso the remuneral.on v. the
experts as Jetermined by thie Minister.
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Article 59

a) The Minister upon the recommendation of the Controller shall
issus a resolution approving the registration of the: limited
liability company if the particulars stated in its memorandum and
articles of association do not violate the provisions stipnlated
in this law, and the regulations issued in line therewith, and
also do not contravene any other legislation in force in the
Kingdom.

b) After the issuance of the Minister's resolution to approve the
registration of the limited liability company, the Controller
shall undertake the completion of the publication thereof as
stipulated in this law and the regulations issued in line
therewith. The Controller shall carry out the aforesaid after
being satisfied from the banking documents and other documents
produced by the partners that not less than 507 of the company's
capital has already been paid, and that the remaining 507 shall
be paid in two equal instalments during the two years following
the registration of the company.

Article 60
a) A limited liability compan a fifged \by a manager or a

1l be
board of directors whose me;ﬁ\?{ Br? electdd from among the

partners. The number of thgseldembers not be less than two
and not more than five. ;g_judf’fﬁgmcases, the term of the
elected manager or the boa of directors is two years. The

board of directors shall elect a chairman and(g)deputy chairman.

b) The manager or the board of directoﬁ@“&f‘the limited liability
company shall have complete Q§gﬁ3§ in the management of the
company. The transactions ax@ ctions which the manager or the
board of directors carry out or exercise in the name of the
company and within the limits of their powers shall be binding on
the company.

Article 61

The manager of the limited liability company or any one of the members
of the board of directors shall be responsible to the company,
partners and others for his violation of the provisions of this law,
the regulations issued in line therewith and the company's memorandum
and articles of association.

Acticle 62

The manager of the limited liability company or its board of directors
must prepare the company's annual balance sheet and its final accounts
including the profit and loss accounl and the annual report on the
activities, progress and projects of the company and submit the
aforesaid to the. company's genera) assembly and the Controller
together with appropriate recommendations. This should be done within
the first three months of the -company's unew fiscal year.

Article 63

Tie managar £ the limited lizbility company or any m :ber of the
board of dircctors shall be prohibited from undertaking any of the
foilowing actions, or otherwvise he shall be discharged from his Jduties
ad shall be obliged to compensate for any Jdamage that may have bLoun
iscurred by the campany or the »Hartners due ’ of the
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a)

b)

-1

To occupy any post whether for monetary compensation or not in
any other company with similar objectives unless he obtains the
approval of the majority vote of 757 of the general assembly.

To carry out a trade similar to that carried out by the company,
whether for his account or for the account of others, with or
without payment, unless he obtains the approval of a majority
vote of 757 of the general assembly.

Article 64

a)

b)

c)

d)

e)

The general assembly of a limited liability company is composed
of all the partners therein. The general assembly shall hold one
annual meeting during the first four months of the company's
fiscal year upon the invitation of either its manager or bLoard of
directors and in the place and on the date specified.

The general assembly of a limited 1i i company may at any
time hold one or more extragrdifiary generyl meetings upon the
request of its manager board oﬁadﬁfé;torq to consider issues

presented for its consid :at‘gy‘?h accord with the provisions
of this law. The rompiny"s ge assembly shall also be
obliged to hold an extradrdimafy meeting upon the request of a
number of partners who own at least 257 of the cqmpany's capital
or upon the request of the Controller shou%&vﬁg eceive a request
from partners owning at least 157 of t \kb.pany's capital and if
he is satisfied with the rea§$§sﬁ& the said partners have
indicated in their request.

Any partner in a limited liability company, irrespective of the
number of shares he owns in the company's capital, shall have the
right to attend the ordinary and extraordinary meetings of the
general assembly and to discuss issues presented to the assembly
and to vote on the resolutions thereef. The said partner may
delegate another partner in the company to represent him in such
meetings.

Each partner in 3 limited liability company shall be nuLified to
attend the meetings of the general assembly whether these
meetings ace ordinary or extraordinary. Invitations shall be
delivered by hand against a signature of receipt, or shall be
sent via registered mail at least fifteen days prior ‘to the date
set for each meeting. Each partner shall be considered as having
been notified within a period not exceeding six days from the
date of mailing the said invitation via registered mail to his
address previously given by him to the company.

The Controller shall not be invited to attend nor is he required
to attend the meetings of the gencral assembly of the limited
liability company whether these meetings are ordinary or
extraordinary. However, the company's manager or board of
directors must furnish the Controller with a copy of the minutas
of each meeting signed by the chairman and the secrotary Lhercof
within ten days from the date of holding that meeting.
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Article 65

a)

b)

Article 66

a)

b)

An ordinary meeting of the general assembly of a limited
liability company shall be considered legal with the presence of
partners holding shares amounting to over 507 of the company's
capital whether these partners attend in person or through their
representatives. If such a quorum is not present within one hour
from the starting time set for the meeting, the said meeting
shall be postponed and another meeting shall be held within ten
days from the date of the first meeting. The absent partners
shall again be notified of the postponement. The second meeting
shall be deemed legal regardless of the number of attending
partners or the shares they own in the company's capital.

An extraordinary meeting of the general assembly of a limited
liability company shall be deemed legal with the presence of a
number of partners representing at least 757 of the company's
shares whether the partners have ndégxin person or through

their representatives. suc uorum is not present
within one hour from tge time en, he pxtraordinary meeting,
then it shall be postp'ned[) e hg;g,urthxn ten days from the
date of the first meeting. T sent partners shall again be
notified of the postporement. The secosq) meeting shall be
considered legal w1th the presence 0 aa#t ers holding at least
507 of the company's cap1tal ing in person or through
representatives. Should quorum not be present, the
meeting shall be cancelled, atever the reasons for call1ng the
meeting.

The agenda for the annual ordinary meeting of the general
assembly of a 1limited 1liability company shall include the

following :

1. Discussion of the report of the manager or the board of
directors on the company's activities, operations and
finanhcial position during the past fiszal year.

2. Discussion and approval of the balance sheet and the profit
and loss account of the company after hearing and discussing
the report of the auditors.

3. Election of the company's manager or its board of directors
whatever the case may be.

4. Election of the company's auditor and determination of his
remuneration.

5. Any other matters which the company's “manager or board of
directors may present to the general assembly, or any
matters presented by any partner which the general assembly
accepts to discuss. Provided that none of these matters is
of the type which can only be discussed in an extraordinary
meeting in accordance with this law.

he general assembly of a limited liability company shall adopt
its resolutions regarding any of the issues stipulated in
paragraph: (a) of this articls by manimous votes of partners or
najozitv votes of shares rvepresented in the meeting, and each

N ane . t .
share shall have one vote BEST AVAILABLE COPY
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Article 67

a)

b)

The general assembly of a limited liability company shall be
invited to an extraordinary meeting in order to discuss Lhe
following issues. None of these issues can however be discussed
unless they have been stated in the agenda for this mecting.

1. Amendments of the company's memorandum and articles of
association provided that the proposed amendments iiave been
attached to the invitation.

2. Increase or decrease of the company's share capital and
determination of the share premium provided that the
provisions stipulated in article (68) of this law are
adhered to when decreasing the company's capital.

3. Merger of the company with another company.

4. Dissoliution and iiquidation of the company.

S. Discharge of the company's ma \ or its board of
directors. "<
6. Sale of the company ;pfﬁﬁg:r : pcg%iﬂzk’/’

The general assembly of a \imited ability company may, at its
extraordinary meeting, also{diefuss any of the_issues ientioned
in article (66) of this law provided that t elnid issues are
listed in the meeting's invitation. q?g“ﬁig mbly shall adopt its
resolution by unanimous votes (W&E partners or majority of
shares which are represented i&qt e meeting.

The general assembly of a limited liability company may adopt its
resolutions regarding issues wmentioned in paragraph (a) uf this
article by a unanimous vote or by a majority of not less than 757
of the shares represented in the meeting. Resolutions adopted by
the general assembly regarding issues stipulated in items (1),
(2), (3), (4), and (6) of paragraph (a) shall be subject to the
provisions on approval, registration and publication which are
provided for in this law.

Article 68

a)

b)

A limited liability company may deccease its capital if this
exceeds its needs or if the company incurs losses amounting to
more than 507 of the said capital provided that provisions of
articie (75) are adhered to in such a case. s

The Controller must publish an announcement, on three consecutive
days in at least one daily newspaper, at the expense of the
lirited 1liability company, of the company's resolution to
decrease its share capital. The company's creditors shall have
the right to submit a written objection against the said Jdecision
to the Controller within fifteen days from the last date of
publication of the said announcement. Any creditor shail also
have the right to contest the idecision regarding the decrease of
the company's share capital before the Higher Court of Justice if
the Controller fails to settle his objection within thirty davs
from, the Jat  of the submission of the said objection *he Lo.
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Article 69

A limited liability company is exempted from publishing its annual
balance sheet, its profit and loss account and a summary of the report
of its manager or its board of directors in the local newspapers.

Article 70

a)

b)

A limited liability company shall annually deduct 107 of its net
profits for the statutory reserve and shall continue to deduct
the same ratio each year provided that the total deducted amounts
for the said reserve must not exceed the company's capital.

The general assembly of a limited liability company may decide to
deduct an amount not exceeding 207 of its annual net profits for
the company's voluntary reserve fund. The general assembly may
decide to either use this reserve for purposes identified by the
company or it may distributed to partners as profit if it is not
needed for those purposes.

Article 71

a)

b)

The limited liability company shall % EEE;’; its head office a
special register for the paperers g ’(whi h the following
information pertaining to~~Partnsg: F&s all %»» recorded. The
company's manager or its bojrd %?frecgprs’?ﬁall be responsible
for this register and for the coprzeftness of the information
listed therein : ) ‘%*ij-

3
1. Names of partners, their nic§%§ﬁ§g§ if they have any,

nationalities, domiciles a sses.
2. Number and value of shares owned by each partner.

3. Alterations that may occur on the partner's share/shares,
its details and dates thereof.

4. ° Attachments or mortgages or any other restrictions that may
exist on the partner's share or shares and the details
related thereto.

5. Any other data the manager of the company or its board of
directors decides to record in the register.

Each partner is entitled to have access to the register
either in person or through authorised representative in
writing.

The manager of a limited liability company or its board of
directors must annually provide the Controller with the
particulars included in the partners register which is provided
for in paragraph (a) of this article, during the first month
follcwing the end of the companyv's fiscal year. The said manager
or board of directors must aliso notify the Controller of any
changes or alterations which occur to the said data within a
pericd not exceeding thirty davs from the day the change or the
alteration occurs. :
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Article 72 '

a) Any partner in a limited liablility company may assign his share
or his shares to any of the partners or to others per a
certificate of assignment in accordance with the company's
articles of association. This assignment shall not be counsidered
to be legally binding, unless it is recorded in the company's
register and after it has been authenticated with the Controller
through registration, publication and collection of the required
fees therefore.

b) Any partner may assign or sell his share or shares in the capital
of the limited liability company to another partner without the
approval of the remaining partners or the manager of the company
or its board of directors.

Article 73

a) Should any of the partners in a limited liability company wish to
sell or assign his share, then he ubhit a vequest regarding

this matter to the of r _‘fom any or its board of
directors. The said in that request the

selling price he is r quszilng and t artners shall have a
pre-emptive right to ptzsggga—ehﬂgi'gggzgz based on the offered
price.
@ bW
b) If the partners decline to pﬁgﬁ e shares based on the
E) T

offered price within fifteen d om the date of submitting the

request, the partner wishing to sell shall have the right to sell
his share to outsiders at the price offered to partners as a
minimum.

¢) If it becomes evident to the partners that the price offered by
the partner wishing to sell exceeds the fair price of the share,
the manager of the company or its board of directors may object
in writing to the Controller requesting him to stop the sale. of
such shares to outsiders provided that such an objection shall be
made during the period the shares are available for sale to
partners; the Controller in such a case must appoint a committee
of three experts to value the fair price of the shares offered
for sale. The said committee shall make its decision with a
.. unanimecus or majority of vote and its decision shall be final and
binding. Priority in this case shall be given to outsiders to
purchase at the price determined by the committee. Should no one
wish to purchase the shares, then the said shares shall by law be

considered as sold to the existing partners for the price
estimated by the committee.

d) Should more than one partner wish to purchase the share or shares
offered for sale.in accordance with this article, whether at the
price originally agreed upon or at the price estimated by the
committee which the Controller has appointed, the said shares
shall be divided among the partners wising to purchase each in’
accordance with the ratio of his share in the company's capital.
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Article 74

a) Should a court ruling be issued regarding an execution on the
share or shares of any partner who is indebted to the limited
liability company, in respect of its capital, a pre-emptiv right
for purchasing such a share or shares shall be given to the
vremaining partners. But if none of the partners wishes to
purchase the said share or shares, or agreement on the selling
price has not been reached, then, the debtor's share or shares
shall be sold at a public auction. [ach partner in the company
shall have the right to take part in that auction on an equal

footing with outsiders to purchase the said share or shares for
himself.

b) The Minister shall issue regulati

ns whereby the procedures
needed for the implementation o

rovisions of paragraph (a)

Article 75

Should the losses of the i Aability nompany exceed 507 of its
capital, the company's mand r its board of directors must invite
the company's general assembly to an extraord§§§§§ meeting in order to
decide on whether to liquidate the compan qﬁ; to keep it in business.
However, should the company's losses qﬁ&% to 757 of its capital, the
company must be liquidated unless, Qgﬁgeneral assembly decides in an
extraordinary meeting to increasﬂx% e company's capital.so that losses
do not exceed one half of the company's capital.

Article 76

A limited liability company shall be dissolved and liquidated in’
accordance with the rules and provisions provided for in this law for

. the liquidation of public shareholding companies.
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Part Five
Limited Partnership in Shares

Article 77

A limited partnership in shares is composed of the following two
categories of partners.

a) General Partners :

The number of general partners must not be less than two and each
partner shall jointly be liable together with the remaining general

partners for the company's debts and obligations in his personal
property. ‘

b) Limited partners :

The number of limited partners must not be less than two and each
partner shall be liable for the company's debts and obligations to the
extent of his share in the company's capi .\\?imited partners shall

not have the right to participate ntarfexre in the management of
the company.

Article 78

The company's capital must be less tha@_mie hundred thousand
Jordanian Dinars, divided into negotiabﬁﬁgfﬁhres of equal value. The
nominal value of each share is one J%§Sa n dinar. Provided that the
company's capital offered for pu bscription or private placement

must not exceed two fold the shaz® capital, subscribed by the general
partners.

Article 79

The name of the limited partnership in shares shall be formed from the
names of one or more of its general partners provided that the name is
followed by the words: "A limited partnership in shares', in addition
to a reference to its objectives.

Article 80

The registration of the limited partnership in shares shall be subject
to the approval of the Issuing Committee in accordance with the

provisions and procedures which shall be stipulated in the special
regulations to be issued for this purpose.

Article 81

a) The limited partnership in shares shall be managed by one or move

general partners whose number, authorities and duties are
indicated in the company's articles of association. The manager
of the limited partnership in shares or its managers, if there is
more than one, shall be subject to the same provisions stipulated

in this law for the members of the board of directors of public
shareholding companies. :
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b) If the position of the manager of the limited partnership in
shares becomes vacant for any reason whatsoever, the general
partners shall appoint a manager from amongst them. In the event
they fail to do so, the supervisory council which is provided for
in article (84) of this law must appoint a provisional manager to
undertake the management of the company, provided that the
partnership's general assembly shall be called upon to convene
within thirty days from the- date of the appointment of the
provisional manager to el2ct a manager from among the general
partners.

Article 82

Provisions for general partnerships as stipulated in this law shall
apply to the general partners in the limited partnerships in shares
including the provisions relating to the following :

a) Joint and several liability of partners for the partnership's
debts and obligations in their personal properties.

b) Relationship of general partners with one another and with
others.

Article 83

a) The pgeneral assembly of a limited partnership in shares is
composed of all the general and the limited partners. Each one
of the partners shall have the right to attend ordinary and
extraordinary meetings of the general assembly, to discuss the
matters presented before the assembly and to vote on its
resolutions. Each partner shall have a number of wvotes in the
general assembly equal the number of his shares in the
partnership's capital.

b) Provisions for ordinary and extracrdinary meetings of general
assemblies of public shareholding companies which are stipulated
in this law shall apply to the meetings of general assemblies of
limited partnerships in shares.

_ Article 84

Each limited partnership in shares shall have a supervisory council of
which the number of its members is not less than three, to be elected
annually by the limited partners from amongst them in accordance with
the procedures stipulated in the partnership's articles of
association. The general partners shall not have the right to take
part in the election.

Article 85

The supervisory council of the limited partnership in shares shall
assume the following duties and responsibilities :

a) . To supervise the progress of the partnership's cperations, to
verify the correctness of the formation procedures thereof .nd to
request the partnership's manager to furnish the council with a
detailed report on the said operations and procedures.
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b) To examine the partnership's records, reglsters, contracts and to
make an inventory of the partnership's funds and assets.

¢) To give advice on issues that the council deems important to the
partnership or on matters submitted thereto by the manager or the
managers.

d) To approve any actions and business which the articles of
association of the partnership states that the execution thereof
needs the approval of the council.

e) To invite the partnership's general assembly to extraordinary
meetings should it become evident to the council that wviolations
have been made in the course of managing the company, and these
must be put before the general assembly.

- <
The supervisory council zf imit Qéart ship in shares must submit
to the limited partners tgiiﬁad of pdach fiscal year a report on the

supervision activities chrri thepeby and their results. The report
shall be put before the 'gtge fip's general assembly in its annual
meeting. A copy of the report shall be sent to the Issuing
Committee. N :
NS
LS

Article 86

i 8
Article 87 &\%\ |
Each limited partnership in shares !Ei have an auditor to be elected
by its general assembly. The p ions concerning auditors in public
shareholding companies stipulatWi in this law are also applicable to
the said auditors.

Article 88

The limited partnership in shares shall be dissolved 2nd liquidated
for the same reasons the limited partnerships are dissolved and
liquidated. It shall be dissolved upon the withdrawal, death, legal
incompetence or bankruptcy of the general partner who assumes the
management of the partnership unless the articles of association state
otherwise or if the remaining general partners approve to continue in
business and obtain the approval of not less than a 757 majority vote
of the shares represented in the company's extraordinary meeting of
the general assembly. ‘

Article 89
The provisions for public shareholding companies stipulated in this

law shall govern limited partnerships in shares in all issues that are
not provided for in this "Part".

N
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Part Six
Public Sharcholding Companics

Chapter One
Formation and Registration of a
Public Sharcholding company

Article 90

a) A public shareholding company shall consist of not less than two
promoters who subscrire to negotiable, transierable and merging
shares in accordance with the provisions of this law.

b) The name of the public shareholding company is derived from its
objectives provided that wherever the name appears it shall be
followed by the words "Public Shareholding Company Limited". The
company must not be registered in the name of a natural person
unless the objective of the compa is the exploitation of a
patent duly registered in the n of the said person.

c) The peried of the g::}}pfﬁhar dﬁa?gg cglpany is unlimited except
if the objective og”the Yagggny ja~"to wcarry out a particular
business in which '_se(Bhe pextod thereof shall end upon the
completion of that bu¥iness
. ‘. W
Article 91 3\‘*
W

The financial affairs of a public sh gyholding company is independent
of the financial affairs of ifsaNYhareholders. The company will
solely, with its assets and propet¥rties, be liable for its debts and
obligations and the shareholders shall not be personally liable for
the company's obligations except to the extent of any unpaid balance
of the instalments of shares owned by each of them.

Article 92

The promoters of a public shareholding company shall elect from among
them a conmittee to be called "The Promoters Committeae' which consists
of not less than twc members and not more than five and shall
und.rtake the following duties :

a) To appoint committee members who are authorised to sign on its
behalf in financial matters related to the formation of the
company and the special procedures therefore. The Promoters
Committee must submit names of these authorised members together
with samples of their signatures to the banks and financial
institutions at which the subscription to the company's shares
will be made in order to accredit the said signatures.

b) To enter into agreements with specialised and expert parties to:

prepara the feasibility study for the business to be carried out
by the company or to lay down its memorandum and articles of
association.

¢) To make contracts with undervwriters, marketing officers and the
company's auditors during the company's formation stage.

d) To sign on any amendments to be made to the company's memorandum
and articles of associaitlor prior to the Minister's decision
regarding the company's registration application.

BESTS & >y (fQ-
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To open a special account with one of the banks in the name of
the prcmoters committee to deposit the sums of money paid by the
promoters. The committee shall have the right to specifically
spend from this account for the company's formation procedures
only.

To maintain special registers for recording all resolutions
adopted in addition to all actions and work achieved thereby.

Article 93

a)

.b)

c)

11 be formed as

'ﬂ
///g// Industry and

2. Deputy Governor of the\ Cengfal Bank 'of Jordan-Deputy
Chairman.

A committee called tha "Issuing Commi}
follows :

l. Undersecretary of the A~ M
Trade-Chairman. ‘

oW\
3. Undersecretary of the Ministry of finance ggﬁgér.

4. General Manager of Amman Funanc1al*?§¥ket ~-Member.

5. The Companies Controller-M&*%e and repporteur of the

committee.

6. Four experienced and specialised persons from the private
sactor of whom.:two shall be nominated as members by the
association of the Chamber of Commerce and the Amman Chamber
of Industry respectively. The other two members shall be
appointed pursuant to a resolution by the Council of
Ministers upon the recommendation of the Minister. The term
of the private sector members is two years and is subject to
renewal for only one additional period.

The Issuving Committee shall hold its meetings at least once every
month or whenever the need arises upon the invitation of the
committee's chairman or his deputy, if the chairman is absent.
The meetings of the Issuing Committee shall be considered legal
if attended by at least five of its members provided that the
chairman or his deputy, in case of the chairman's absence, is
among them. The committee shall adopt its resolutions with
unanimous voting or with the approval of four present members.
If votes are equal, then the chairman shall have a casting vote.

Procedures neaded for carrying out the duties of the issuing
committee, the administrative and executive staff needed thereby
and remuneration to be paid to its chairman and members shall be
determined in special regulations to be issued pursuant to this
law.
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Article 94

The Issuing Committee shall exercise the authorities provided for in
this law, particularly the following : .

a) Organising dates of issuance of securities in coordination with
the Market in a3 manner that guarantees the stability of the
capital market.

b) Approving the prospectuses and their conditions after being
studied and examined by the Market in addition to verifying the
correctness of the statements and information included in the
notices relating to these prospectuses.

c) Proposing the legislations and policies needed for organising the
capital markets and the means necessary for the implementation of
the said legislations and policies iy addition to submitting
recommendations to the Minister _4Ad\ the concerned bodies

regarding this matter. ~ <

1§2.;>
ﬁ;ﬁl ’;egistere .4n accordance with
/} \SQ&’"

o\ ¥

’ )
a) The committee of promoters shall su Q§§°én application in the

Article 95

A public shareholding company s
the following procedures : 3

prescribed format to the Controlle%§§equesting the formation of

the company. Q@

The following documents must be attached to the application :
1. The company's memoraﬁdum of association.

2. The company's articles of association.

3. A list of the names of the company's promoters.

4. A feasibility study for the businesses to be carried out by
the company.

b) The memorandum and articles of association of the company must

include the following :

1. The company's name.

2. The company's head office.

3. The company's objectives.

4, Names of . promoters, their natianalities, addresses,
experiences and number of shares subscribed by each one of

them.

5. The company's share capital divided into equal shares, the
value of each being one Jordanian Dinar.

6. A list indicating the offerings in kind, if any and their
value.
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c¢) Each promoter shall affix his signature on the memorandum and
articles of association of the public shareholding company in the
presence of the Controller or before any person authorised in
weiting by the Controller. However, promoters may sign the said
memorandum and articles before a notary public.

Article 96

The following operations cannot be undertaken except by public
shareholding companies which are formed and registered in accordance
with the provisions of this-law.

a) Operations carried out by banks, financial institutions and
various insurance activities.

b) Companies enjoying franchises.

&W/
e égéo endation of the Controller,

Ather the approval of the

Article 97

a) The Minister shall., upen ,
make his decision regar 'é%‘
registration of the mpagy” o/ the rejection thereof within
thirty days from 4the*.,da the Controller submits his

' recommendation. The %hq;:o Zer in his turn mQﬁn also make his

recommendation within thl days from the ¢a%e of submission of

the promoters application. <§$b

7

s necessary, refer the
ing Committee to seek the
v of the registration.

b) The Minister may, in cases he
registration application to the
advice thereof prior to his approve

¢) The Issuing Committee must give its advice within thirty days
from the date the application was referred thereto.

d) Should the Minister refuse to register the company, the promoters

shall have the right to contest his decision before the Higher
Court of Justice.
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Chapter Two
Capital and Shares of the
Public Sharahclding Company

Article 98

a) he capital of a public shareholding company shall be expressed
in Jordanian Dinars, and must not be less than (500,600) five
Hlundred Thousand Dinars. The capital shall be divided into
shares of equal value with nominal value of one Jordanian dinar
each.

b) Shares of public shareholding companies are nominal.
¢) Public shareholding companies already operating prior to this law

coming into effect are excluded from the provisions of this
article.

Article 99

The shares of a public sh oli%ifpsgaggny all not be divisible.

lowever, the heirs may joyntl one e as the successnrs of
their predecessor. This rule i¥ alsp-applicable to heirs if they have
jointly inherited more than\o are, provided tha Q.ghey shoizld in

both cases elect one of them to be their represektitive before the
rompany. Should the heirs fail to do so uit3§ ‘éie period determined
by the company's board of directors, the shall appoint one from
among them to be their representativeq&“&%

Article 100

a) Shares of a public shareholding company are cash shares, the
value of which shall be paid in either one cash payment or in
cash instalments within a period not exceeding four years frem
the date the company acquires the right to commence its
operations. The company's shares may be in kind which are
allotted against payments in kind having a determined value in
accordance with the provisions of this law. Concessions, patents
and all forms of intangibles are considered offerings in kind.

b) Notwithstanding the provisions of paragraph (a) of this article,
the Minister may, on the recommendation of the Contreller
postpone the payment of the uncalled share instalments for a
period not exceeding two years from the date of its maturity.

¢) Shares of a public shareholding company shall be serially

numbered, equal in rights and obligations, and no discrimination
should ever bLe made between them.
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Article 101

a)

b)

A public shareholding company shall keep one or more registers in
which names of shareholders, number of shares owned by each of
them, serial numbers of their shares, transfer of shares and any
other information on the above mentioned and on the shareholders
shall be recorded therein. The mpany may deposit a copy of
these registers with a third party to\follow up the affairs of
the shareholders and may th tfse that party to keep and
organise these registers te“follov up rfe affairs.

Any shareholder of# thq:> omparly may have access to the
shareholders' registeX\ de€scgi in paragraph (a) of this
article. Any other conhepned or interested persen may request
the permission of the bdard of directors to inspect the said
register. Should the board decline that request for any reason
whatsvever, the Controller may ask the iﬁ?&d to allow the said
person to inspect the register and th ard in this case must
respond positively to the Controlleﬁ\'&\iquest.

qgsﬁsﬁs
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Chapter Three
Subscription and Underwriting of Shares
in the Public Sharcholding Company

Acticle 102

a) The promoters of may public shareholding company must, at the
time of signing the company's memorandum and articles of
association, underwrite the proportion specified in the company's
articles of association of the value of the shares for which they
have subscribed, provided the said proportion is not less than
207 of the company's capital, and not more than the following :

1. S07 of the capital of banks, financial institutions, and
various kinds of insurance companies.

2. 757 of the capital of other public shareholding companies.

b) In all cases stipulated in paragraph (a) of this article, the
share of each promoter must not exqeed 107 of the total share
capital of the company except iFChe \promoter is the government
or a public corporate body. crHowever \the council of Ministers

»

may, upon the recommend;gén-%‘ot the: Minister, exempt any

corporate body from m;_p{a%sw y Ris paragraph.
" O Q /

Article 103 \

Shares of promoters shall nd e disposed-of before the .lapse of at
least two years from the date of granting the ¢ mpany the right to
commence business, and any act in violation@}o this article ic
considered void. This restriction shall not. gYyevent the transfer of
promoters' shares by inheritance or bet spouses, ancestors and
descendants or among the promoters themiﬁves. The promoters' shares
certificate shall contain the worda®of '"not negotiable" on the
reverse, and this must also be record®d in the shareholders' register.

\

Article 104

a) Before offering shares of a public shareholding company for
public subscription, the Promoters Committee must prepare a
prospectus, in accordance with the requirements determined by the
Market which should be approved by the "Issuing Committee'.

b) The Promoters Committee shall offer the shares of the public
shareholding company for publiec subscription through the
prospectus which has already been prepared in accordance with the
provisions of paragraph (a) of this article. The "Promoters
Committee" shall arrange an advertisement on three consecutive
days in at least two local daily newspapers at least seven days
prior to the date set for the subscription. The Issuing
Committee must approve the text, the data and particulars of the
announcenent before it is published. The announcment should be
published on days other than public holidays or it shall be
considered void.
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Article 105

The promoters of a public shareholding company are not allowed to
subscribe for shares offered to the public. luwever, if there are
remaining unsubscribed shares after the lapse of three days from the
closing date then the promoters shall be allowed to underwrite those
shares.

Article 106

The promoters' committee may engage an underwriter to underwrite "a
subscription of a public.shareholding company shares in accordance
with an agreement approved by the Issuing Committee. The significant
elements and main conditions of the agreement shall be included in the
prospectus. :

Article 107

a) Subscriptions to shares in a public shareholding company shall be
made at banks and financial institutions which are licensed to
accept subscriptions to securities provided that the number of
these banks and financial instituticn§\§hall not be less than
five. Subscription shall be e in\ accordance with any
procedural instructions issued ) 'theﬁhini ter provided that the
said instructions do not cog ave?E‘fhe gpdﬁisions of this law.

b) Banks or financial in titq@igié,/afe not permitted to accept
subscriptions in securities isswéd by themgQ%V§s“%or increasing
their capital or their bor gyiﬁgs. ixg&q

Article 108 ‘@\\\9‘

a) It is not permitted to have the name of more than one person in a
subscription application wunless it is a corporate body.
Fictitious subscriptions or subscriptions in fictitious names are
prohibited and will be considered invalid.

b) Banks and financial institutions at which the subscription for
shares of public shareholding companies is made must take the
necessary measures and precautions to carry out the subscription
procedures in a manner that is in line with both the provisions
of this law and the resolutions, rules and regulations which are
issued for its implementation therecf.

Article 109

a) The subscription period shall centinue for a period of not less
than twenty days and not more than ninety days. If the
subscription does wnot amount to at least two thirds of the
capital of the company, then the promoters must undertake one of
the following measures within thirty days from the closing date
of the said period if the company does not have an underwriter :

l. Cancel the formation of the company and in such a case banks
and financial institutions must refund the monies paid by
subscribers in  full. The promoters shall jointly and
severally be liable for the incorporation cost incurred.

or
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a)

b)

Article 111

If the subscription excee

Article 112 q‘\\““

~h0-

2. The promoters themselves or agree with others shouid
subscribe for the remaining shares of the company to the
extent that brings up the total subscription to not less
than two thirds of the capital, without offering these
shares for public subscription.

If the company has an underwriter, the unsubscribed shares after
the closing date of subscription shall become the underwriter's
property and he shall pay the company their values in accordance
wicth the underwriting agreement concluded between the two
parties.

Article 110

The promoters' committee must, within a maximum period of 30 dayvs from
the closing date of the public subscription, provide the Controller
with a statement of bank documents supporting the subscription
results, together with listings of the names of the subscribers and
the amount of the shares subscribed by ch\if them.
<
<

&;Ber' f shares offered for public
i must, with the supervision of

subscription, the promotars itt
the Controller, allocate the off#Sred shares, ap proportion to the
shares subscribed by each sugs

fiber. QE\QL‘b

o
Y
The Promoters' Committee §ﬁ§§ be held responsible for refunding
the money, in excess of the value of the public shareholding
company's shares offered for public subscription, to the
subscribers within a maximum period of thirty days from the
closing date of the said public subseription. Should the
Promoters' Committee fail to do so for any reason whatsoever,
then the subscribers who are due refunds shall become entitled to
receive interest thereon equal to the highest interest rate
determined by the Certral Bank on time deposits. This interest
shall be computed on the said amounts as from the beginning of
the month following the thirty days stipulated in this paragraph.

The banks and financial institutions, at which the subscription
for the shares of the public sharehkolding company takes place,
shall not allow the Promoters' Committee after the closing date
of subscription to withdraw any of the subscribed amount held
with these banks and financial institutions, except for th

amounts to be refunded to subscribers in accordance with the
provisions of paragraph (a) of this article. The remaining
amounts which will be left after refunding these excess amounts
to the subscribers shall be at the disposal of the company's
first board of directors upon its election.
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Article 113

The Issuing Committee may approve to issue public shareholding
cempanies shares through a private placement and to allow promoters to
urderwrite the company's shares in full among themselves or together
vith outsiders without offering the said shares for public
subscription if the company is listed under one of the following :

a) Companies formed in the Kingdom in accordance with agreements
concluded between the governmeat and another state, and joint
Arab companies emerging from the Arab league or the institutions
and organisations affiliated therewith.

b) Holding companies

¢) Mutual fund companies

d) Other companies which the Issuing Committee decides to apply the

provisions of this article thereon. .~ \\\

a) The Promoters' Committe&%Zu Ysithin/s{§:;’days from the closing

Article 114

date of the public subsiripfion,fnvite al §ﬁ§reholders of the
public shareholding comRanp~"to a meet of the statutory
assembly. If thc PromotefS' Committee f£a®)s to call for such a
meeting within that period, the Cont®Wler shall do so at the
company's expense. In either case, invitation must be issued
at least fourteen days prior to<§§§ date set for the meeting of
the statutory assembly.

b) Invitations to meetings of the company's statutory assembly shall
be governed by the same provisions as invitations sent for the
meetings of the company's general assembly which are provided for
in this law.

Article 115

a) The statutory assembly of a public shareholding company shall be
presided over by one of the promoters' committee members who will
conduct the meeting and sign its Xinutes.

b) The meetings of the statutory assembly shall be considered legal
if attended by subscribers holding more than 507 of the company's
subscribed shares. Should such a quorum not be present. the
promoters' committee shall invite shareholders to another two
meetings each of which shall be considered legal if attended by
subscribers holding not less than 407 of the company's subscribed
shares. But if such a quorum is not present in the second and
third meetings, the formation of the company shall, by law, be
considered as cancelled and the subscribed monies shall be
refunded to the subscribars after deducting the formation
expenses as approved by the Issuing Committee.
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Article 116

The statutory assembly shall undertake the following duties once the
quorum nieeded thereby as stipulated in paragraph (b) of article (115)

of this law is present at any meeting it holds pursuant to this
article :

1. Study the report submitted by the promoters, which must
include detailed information and data on all ‘formation
process and procedures supported by the relevant documenis,
and ascertaining the correctness of the said information and

data and the extent of its compliance with this law and the.

company's articles of association.

2. Endorsing the estimate of the values of shares in kind

offered by the promoters, as assessed by the committee of
experts. :

3. Study the formation expenses, efnlucting a discussion on the
said expenses and adoptd %ﬁ t necessary resolution

therefore.

4, Elect the company'’ irig‘gshr f directors.

5. Elect the company\s alditét or auditors and assigning their

remuneration. A q, W
&
6. Announcing the final form% f@ﬂsof the company.
Y§N° : .

b) The statutory assembly sﬂgi"adopt its resolutions with majority

votes of shares represented at the meeting. Subscribers who hold

shares in kind shall have no right to vote on resolutions

velating to these shares. :

Article 117

The powers and duties of the Promoters' Committee shall come to an end
as soon as the company's first board of directors is elected. The
said committee must hand over all documents, registers and
confidential documents of the company to this board.

Atticle 118

Should sharcholders holding at least 207 of the shares represented at
the meeting of the company's statutory assembly object to any of the
items of the formation expenses, the Controller must ascertain the
reasonableness of that objection and reach a settlement thereto. If
for any reason whatsoever, the Controller is unable to do so, the
shareholders who submitted the objection may f£ilé a suit with the
court.

Article 119

a) The chairman of the company's fivst bLoard of directors must
provide the Controller with a copy of the minutes of the
statutory assembly's meeting, which includes the decision of the
final formation of the company and the documents and information
presented b the promoters Committee to the statutory as:-mbly.
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Should it become evident to the Controller that the public
shareholding company has neglected during its formation stage to
comply with any text or legal judgement or has violated that text
or judgement, then he shall send a written notice to the company
to correct its legal status within three months from the date of
the notice. If the company does not abide by the Controller's
request, the Controller then shall refer the matter to the court.

Should the Controlier become satisfied after examining the
documents presented thereto in accordance with paragraph {a) of
this article that the procedures fog

wved for the formation of
the public shareholding company arg/lega proper, then he shall
notify the company in writing of ts,fif;g/to commence businesses

and shall also send a copy Jf Kéac tice to the Financial
Market.
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Chapter four
Ownership and Negotiation of shares

Article 120

of them and the paid up portion of their shares.

by the persons authorised to sign.

certificates to shareholders, evidencing the number
company's shares which they hold.
replace the temporary certificates stj
this article. These certifica
company's seal and signed by
issuance of such certifi
that it has received the u
the said certificates, pr vxded
following :

e pe ns au
es the company
1. Nama of the company and address Qggﬁts head office.

his participation.

3. Serial numbers for the share certificates.

Article 121 ‘ -~

N,

\1

Share certificates shall be published for the following denominations:
#,

a) One share \N"-")’”‘,

b) Five shares

¢)" Ten shares

d) One hundred shares

e) Five hundred shares

f) One thousand shares

g) Ten thousand shares

h) Fifty thousand shares

i) One hundred thousand shares

Article 122

The sharcholder may pay any shara instalment before its maturity date.
The prepaid instalment shall be credited to a special account with the
company. The shareholder or any other outsider shall not have the

right ef a refund for such .r ar.-unt and the shareholder shall also
not be entitled to earn any dividends or collect interest thereon.

e ;

a) Once the public shareholding company commences its operations,
the board of directors shall issue tcmporary certificates to
shareholders which evidencing the number of shares owned by each

These

certificates shall be stamped with the company's seal and signed

b) Following the full payment of the value of the shares, the board
of directors of the public shareholding company shall issue share

of the
The .said certificates will
aked in paragraph (a) of
shall \be stamped with the
orzsed to sign. The
.a confirmation
ue 6T the apares appearing in
the cerp&fzcates include the

2. Name of the shareholder, numbé§>of his shares and nature of

(o
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Article 123

a)

b)

The shareholder is a debtor of the company for the instalment
wvhich has not been paid up on any of his shares. . If the
shareholder does not pay the payment due, the board of directers
shall have the right to collect interest thereon at a rate fixed
by the Central Bank of Jordan.

Should the shareholder continue to default on settling the said
instalment with the accrued interest thereon, the board of

~directors shall have the right at any time to sell the shares on

which instalments have 'become due in accordance with the
following procedures :

1. The company shall send to the shareholder wvia registered
mail a notice to his address as recorded, demanding
settlement of the instalment due, with interest «ccrued
thereon up to the date of the notice, within thirty days
frem the date of his notification. The shareholder shall be
considered as being notified afte he lapse of ten days
from the date of sending the sajdhotick by registered mail.

2. Should the shareholder fa4

the share(s) on which\ the id amount hgs become due for
sale by a public auct fter the lapseqof wwenty days from
the end of the notice period, whethg\Ehe said shares are
negotiable at the Financial Mar §N5or not. The company's
board of directors must anpqugfce the date of sale in at
least two local daily news rs.

AYER ,
to, sﬁ%tle #Me due amount during
the period assigned j itemgl} of tliis paragraph, then the.
company's board of d§§;fﬁaf s have the right to offer
iok

3. The instalment(s) due on the share(s) and the. interest
accrued thereon up to the date of sale, in addition to any
other expenses incurred by the company during the sale
process, shall be collected by the company from the proceeds
of the sale of the said share(s). The remaining amount of
proceeds shall be refunded to the former shareholder. If
the proceeds of sale are insufficient to settle the
instalment and accrued interest thereon, and the sale
expenses, the company shall have the right of recourse
against the former shareholder for the balance. The
company's records and registers shall be considered as
evidence thereon.

Article 124

a)

The shares in a public shareholding company following the payment
of at least 507 of its nominal value shall become negotiable in
the Financial Market in accordance with the provisions specified
in the market law. However, the public shareholding company may
not purchase its own shares unless these shares have become its
property as a result of the merger of another company therewith,
or as a result of purchasing the shares of another company the
public shareholding company has already obtained shares in its
capital. The public shareholding company must in any of the
aforementioned two cases dispose of these shares within two years
from the date.of the merger of the other company or from the Jate
it purchases the shares, whatever the case may be. *
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b) .Rights and obligations of both the seller of shares in a public
shareholding company and the purchaser thereof shall pass at the
date of concluding the sale contract at the Financial Market.
The Market must notify the company of the concluded contract
within a maximum of three days from the date of the contract.
The company must document the ownership of the sold shares and
record the transfer of the said ownership in its registers. If a
court ruling is issued to attach certain shares or to impose any
other restrictions thereon which restricts the disposal of such
shares, the company must, before executing the said ruling,
inquire whether the ownership of any of these shares has been
transferred at the Market to a person other than the shareholder
prior to the date on which the court ruling has been issued.

¢) With due regard to the provisions of paragraph (b) of this
article, the company must record the transfer of ownership in its
registers within three days of the date the company receives the
sale contract. The shares shall Jlegally be considered as
recorded after the lapse of three ddys\from the date the company
has received the contract of ow sE{F,t nsfer of the shares.

Negotiation of shares in a%\ ubS:iqth cholding comeSgy in any of the
following cases shall be coagiiere ull and void N
N

a) If the shares have been mortgaged, or qééﬁgﬁed or distrained, or
are under any restriction which prev. the disposal thereof.

The company shall be responsible fo o ling the mortgaged or the
attached shares which have not bqughoted as such.

Article 125

b) If the share certificate has been lost.

c) If the share is a promoter's share and two years have not elapsed
after granting the company the right to commence operations.

d) In any other cases where the laws and rules prohibit the
negotiation of the shares of any public shareholding company in
the Market.

Article 126

"a) Any shares in a public shareholding company may be mortgaged and

such mortgage must be recorded in the company's register and
noted on the share warrant or certificate. The company shall
have priority over others to collect in full the unpaid

. instalments due on the share, in spite of its being mortgaged,
upon selling the said share in a public auction.

b) The mortgage deed must specify the terms of the mortgage, and in
particular the name of the party who will receive share dividends
throughout the mortgage period.

c) Notation regarding the mortgaged shares shall not be removed from
the company's register or from the share warrant or certificate,
unless an acknowledgement by the mortgagee that he has fully
recovered his rights has been received, or is in accordance with
a final court judgement "except if the said share has been sold in
a publin auction in execution of a court oxder.
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¥ Article 127

If a court ruling has been issued regarding the attachment o any
shares in a public shareholding company, or if such an attachmeat is
made in execution of a resolution adopted by a competent official
body, notation of the said attachment shall be entered in the register
of the shareholders which is kept with the company €£following the
company's notification of that resolution. The said notation of the
attachment z..all not be wemoved unless a resolution to this effect has
been issued by the same body which issued the resolution for the
attachment.

ol

]

.

Article 128

The assets of the company may not be ‘ached in order to secure
personal debts of a shareholder or i ettlemant of any such debts.
However, the shares and dividends 6f '
attached to secure or settle his,

Article 129 R

In all the cases in which the\pu(rship of theQshares in a public
shareholding company is transferred to any, %ther person, the new

_.:.u.’f,“i‘. shareholder shall be given a certificate of \t{b% shares which have been
"’-rg.;:_:.g transferred to him. A \3
s o

Article 130 Q\

v Ay

Should a share warrant be lost or damaged, the registered owner as per

it
!
‘! ?‘L’{) ’.‘:'.‘Y":.

‘:" :;'s; the company's register may request tha company to issue a new share
L% warrant to replace the one which was lost or damaged. Notice of the
loss must be published in two local daily newspapers indicating the

serial numbers of the warrant and number of shares. If the lost or

damaged warrant is not found, the company in such a case shall issuz a
new warrant to replace the lost one thirty days after the date of the
notice.

11
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Chapter Five
Shares in Kind

Article 131

a) The promoters of a public shareholding company may offer, in
exchange for their shares, payments in kind instead of cash.
Concessions, patents and all intangibles and any other rights
endorsed by the company's statutory assembly and approved by the
Minister upon the recommendation of the controller shall be
censidered as payments in kind.

b) Public shareholding companies whose capital includes shares
issued for pavments in kind shali not be registered except after
the assessment of the value of these shares by a committee of
specialised experts to be set vy by the Minister for this purpose
upon the recommendation of the Controllpr. The Minister shall
determine the remuneration of the said-€xpekts, which expense the
company will incur.

er approves the formation of

king period of the cquittee may be

extended by another ninety days, upon the re fméndation of the

controller, should the nature of the asseeﬁﬁﬁﬁg of such payments
in kind require this extension. vl

o

W

d) If it appears that the assessment of the committee of experts

agrees or exceeds the valuation of the promoters for the payments

in kind, then the formaliiies needed for the registration of the

company shall be completed in accordacne with the promoters

valuation, But if it appears that the assessment of the

committee of evperts for the payments in kind is less than the

promoters' valuation, the promoters in this case must either

reduce the number of shares to conform with the assessment of the

committee of experts or offer additional payments in kind to be

estimated by the same experts in accordance with the aforesaid

rules.

e) Should the promoters not approve the assessment of the payments

in kind made by the committee of experts, the Minister may, upon
the recommendation of the controller, refuse to register "the
company or he may set up another committee of experts. The
assessment of the second committee shall be considered final. If
the promoters do not approve the said assessment, the Minister
must refuse to approve the payments in kind.

Article 132 .

Shares issued for payments in kind in a public shareholding company
are to be serially numbered. Certificates designed for these shares
nust indicate that the shares are 'shares in kind". These
certificates shall not be handed .over to shareholders except after
the completicn of the legal procedures for handing over the payments
in kind to the company, and the shares as such shall be considered as
fully paid shares. The date-of issue of these shares shall be the
date on which the company's general assembly has approved them.
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Acticle 133

llolders of shares in kind in public shareholding companies shall enjoy
the same rights which holders of cash shares in the same company
enjoy. Dealing in shares in kind shall be prohibited except after the
lapse of two years from the date of their issue, or otherwise it shall
be considered invalid unless such a negotiation 1is between the
promoters themselves and their parents and their descendants.

hrticle 134

Shares issued by a publick'sharehold‘ g compaRy which has been formed
from the merger of another compapy” th atith, shall be considered to
be shares in kind. Unlike ?z’t’:ei‘?d{ted in article (133) of
this law, these shares shal diat€ly riegotiable if the merged
company had previously nego -iat@ such’shares prior to the merger.

BEST AVAILABLE COPY

- B

evpre

e

" ey

pomp o



okl

Cibk

Wil |

L LTI A

v o | L

N> FE

Chapter Six
Increasing the Share Capital of a
Public Sharcholding Company

Acticle 135

b)

c)

A public shareholding company has the right to increase its share
capital, provided that its authorised capital has been fully paid
up. The Minister may upon the recommendation of the Controller
approve an increase in the company's share capital if at least

‘807 of its authorised capital has been paid. The Minister, in

such a case, may allow the-company to fund the remaining portion
of its authorised capital from its voluntary reserve or from
accumulated profits. In some other extraordinary cases, which
the Council of Ministers may approve upon the: recommendation of
the Minister, the share capital of the public shareholding
company may be increased regardless of the paid up ratio of the
company's authorised capital if the government owns not less than
257 of the company's share capital.

The company's board of directors shou ubmit to the Controller
the application for the increase in the EZh{fal together with the
reasons for such an increase, i a%?f%ion o the resolution of
the general assembly approving” the Yncrep<e of the capital. The
Minister may upon the recomménd 10 ofthe Controller approve or
reject the application.,»Shqij thg”Minister approve the said
application, then the progeduYes gf registration and publication
defined by this law will apply,”

The nominal value of the new shares which are gglue issued by the
company upon increasing its capital s@§ public or private
subscriptions must be equal to t n®Ninal value of the old
shares. However, the new share§“»§§y%e issued at a price higher
than the nominal value, including an issue premium. The said
premium shall be determined by the Minister upon the
recommendation of the issuing Committee. Issue premiums
resulting from the difference between the issue price and the
nominal wvalue of shares must be credited to a special account
called '"Share Premium Reserve''. This reserve may not be
distributed to shareholders as dividends, and the provisions
stipulated in this law relating to the statutory reserve will be
applicable thereto.

Article 136

The public shareholding company may increase its share capital by any
of the following methods or by any other method approved by the
company's general assembly with the consent of the Minister and on the
Controller's recommendations.

a)

Offering new shares for public subscription and in such a case
this public subscription shall be governed by the same provisions
provided for in this law for the public subscription made at the
time of the formation of the company including those provisions
on announcing the offering of the new shares to public
subscription, the prospectus and the period of subscription to

. the said shares. if shares offered to public subscription have

not been fully subscribed -to, the Minister may allow the
urderwriting of these shares through a private subscription. If

* suares are not fully underwritten following the private

subscription, the Minister may be satisfied with the amount that
has already been subscribed to as the increase in the company's
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.C)

-

e)

b)

'c)

d)

e)

£)

- |-
Private subscription of shares by sharesholders or cutsiders on
the recommendation of the Controller.

Addition of the voluntary reserve to the company's capital in
accordance with provisions of article (136) of this law.

Capitalisation of the company's debts or any part thereof in
accordance with the provisions of this law.

Transferring transferable corporate bonds into shares per the
provisions of this law.

Article 137
. a)

Shareholders whose names are registered in the company's register
at the date of the Minister's approval on increasing the
company's share capital shall have priority for underwriting not
more than 507 of the new shares offered for public subscription.
Distribution of the new shares to shareholders shall be made in
proportion to the number of shares held 1 by each of them in the
company's share capital. \

are transferable to
shares, shareholders stip (a) of this article.
together with corporate \bo Nold shall have priority in
underwriting not more thap 507 the new shares ofiffered for
public subscription. This o shall be distri S"among the
said share and corporate bond holders in the‘s‘ the board of
directors deems suitable. Q}\
.\““

The company must publish a notice in least two local daily
newspapers to inform registered shareholders and corporate bond
holders of their priority for subscription, which is granted to
them in accordance with provisions of paragraphs (a) and (b) of
this article, within fifteen days from the date of publishing the
said notice, and after which period the granted right to share
and corporate bond holders shall cease.

The shares remaining after the lapse of the period granted to
share and corporate bond holders in accordance with the
provisions of paragraphs (a) and (b) of this article shall be
oifered for public subscription at the specified issue price. A
notice regarding this public subscription shall be published by
the company in at least two local daily newspapers for three
consecutive days. The notice shall include the value of the
shares, the issue premium, period of subscription, and names of
banks and financial institutions accredited for this purpose.

Shareholders and holders of corporate bonds transferable to
shares who are stipulated in paragraphs-“(a) and (b) of this
article shall have the right to underwrite the remaining shares
of the new shares offered to public subscription, which have not
been subscribed for during the period of public subscription in

accordance with this law.

Notices provided for in this article must be published on days
other than public holidays or otherwise they shall be considered
invalid. .
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k Article 138
vith due regard to the provisions and conditions relating to
increasing the company's share capital stipulated in this law, the
council of Ministers may, unon the recommendation of the Minister in
cazes which are deemed necessary, due to justified economic
considerations required for the welfare of the company, decide the
following :

a) Increase the company's capital by adding the voluntary reserve
accumulated therewith in the nominal value of the shares. 1In
such a case, shareholders registered in the company's register on
the date of obtaining the Council of Ministers' approval shall be
granted shares free of charge. Tieése Xhares shall be distributed
to shareholders in the same p poqgéon s the.shares they own in
the company after colle tal tax on the said
capitalisation at an era of of the amount of the
voluntary reserve whi %ézﬁii pitalised. This. tax shall be

inchga

collected from the p 1 this voluntary recserve before
distributing this revehge to-shareholders in the form of shares.
The said capital increasdflay not be repeated before the lapse of
five years from the date of the last increase.

b) Increase the company's capital by capi faﬁing the company's

debts in full or in part per the {g&i ten approval of the
creditors thereto. “s§

8EST AVAILABLE COPY

(17



18 1l i

| BN o T R

1 |I|\.|l

din

————ta e

-53-

Chapter Seven
Decreasing the Share Capital of a
Public Shareholding Company

BEST AvaiLABLE COPY

§ Article 139

j’f 3) A public shareholding company may reduce its share capital if

this is in excess of its requirements,or if the company incurs a
loss and it deems it advisable to reduce its share capital by the
amount of the loss or any part thereof. Such a reduction and
procedures related thereto shall be carried out with due
consideration te the rights of others as stipulated in article
(140) of this law. . :

The reduction shall be carried out in one of the. following
methods :

1. Reducing the nominal valuge~0of shakes by anhulling the
commitment to pay the ue i lments, if these amounts
are in excess of the- émpigg eeds

2. Reducing the value\of share§ by cancelling a portion of
their paid value equal, the amount of the loss, if a loss
exists, or by refunding a portion thereqQf(Rf the company
deems that its capital is in excess of it§ eeds.

o

The capital of a public shareholding cgsggny in any of the saiu

cases must not be reduced below qﬁ& required minimum limit

stipulated in article (98) of this<§3h.

%4 Article 140

)
o 8o o
a)

The board of directors of a public shareholding company shall
submit the application for a reduction in its share capital to
the Controller together with the reason that necessitates such a
reduction. This can only be made following the approval of the
company's general assembly of the said reduction. A majority of
at least 757 of the shares represented in the extraordinary
meeting, to which the assembly is invited for this purpose, must
approve the reduction. The said application must be submitted
together with a list of the names of the company's creditors,
amounts due thereto, address of each one of them and an inventory
of the assets and liabilities of the company, provided that the
list, including the names of the company's creditors and
inventory of its assets and liabilities are certified by its
auditor.

The Controller shall notify the creditors whose names appear in
the list submitted by the  company of the resolution of the
company's general assembly regarding the reduction of its share
capital. A notice shall be published regarding this matter in
the official. gazette and in at least two local daily newspapers
at the expense of the company. Any creditor may submit a written
objection to the Controller against the reduction of the
company's share capital within thirty days from the date of the
last notice. If the Controller is unable to arrive at a
settlement for objections which were submitted to him within
thirty days following the expiry date of the objection period,
the objecting pesrsune shall have the right to bring their cases
before the court within thirty days from the expiry date of the
period granted to the Controller to settle such objections. Any
case brought before the court after the lapse of the said period

(15



Should the Controller receive a written notice from the court
informing him of any case that has been filed with it within the
period stipulated in paragraph (b) of this article to contest the
reduction in the company's share capital, the reduction
procedures must be stopped until a court judgement is pronounced
regarding the objection, and this judgement shall be conclusive
and final. The legal proceedings in such a case are considered
of an urgent nature in accordance with the enforced civil
adjudication law.

If no case has been brought before the court to contest the
resolution of the company's‘ general assembly regarding the
reduction in its share capital, or if a case has been filed but
dismissed by the court and the coyet's judgement was conclusive
and final, the Controller in thjs” case must continue to consider
the reduction in the company¢s ‘dapital and submit his
recommendations regarding.the z{du tiop” to the Minister to take
the decision he deems4ppr f&e rf//gﬁ:uld the Minister approve
the reduction, the nt@g sh register and publish the said
reduction, at the exhens¥ of the company, in accordance with the
proccdures stipulated\in #His law. In such a case the reduced

share capital shall by+“law replace the share capital listed in
its memorandum and articles of association.
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- ¢) The value of the corporate bond

Chapter Eight
Corporate Bonds

_Article 141

Corporate bonds are negotiable securities having one nominal value and
are issued by a public shareholding company to be offered for public
or private subscriptions in accordance with the provisions of this
law, with the aim of obtaining a loan of which the tenure is not less
than five years. The company shall undertake, per these bonds, to
repay the loan principal and interest in accordance with the issue

* conditions.

Article 142

Corporate bonds must meet the following requirements :

. a) Their issue must be approved by the company's general assembly

upon the recommendation of the board of directors.

*b) The company's subscribed capital must be fully paid up.

capital of the company unle the

that.

nust not exceed the paid up
\ﬁsuing Committee sanctions

d) The full value of 'eﬁi ?atyf(« must be guaranteed by a

mortgage which has\a ori over the company's assets or is
secured by any oth guardntees or collateral approved by the

issuing Committee.

e) Conditions for corporate bonds must tﬁﬁé}proved by the issuing
. committee. N
Atticle 143
\Q‘\\Q}\

.Issues of corporate bonds must® be managed by financial institutions

vhich are licensed to do so. One or more financial institutions may
undertake to underwrite issues of corporate bonds and to market them
in accordance with the conditions agreed upon the between borrower and
tha financial institution.

Article 144

a) The company undertaking the issue of corporate bonds must prepare
.'a prospectus in cooperation with the manager of the issue, who
' represents the company or the companies which undertake the
management of shares and corporate bond issues.

b) The prospectus must include all the in't:omat:ion on all
. particulars of the issue, and especially the following :

I Names of the borrowing company, amount of its capital and
general information on the. company and its financial status.

2. Value of the issue, its pcriod, the nominal value of each
corporate bond, price of the issue and its date.

- i, Interest rate and dates of payment-thereo..

4. Type of issued corporate bonds whether nominal or to bearer
‘ or to both.

’
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5. Privileges, revenues, remunerations, and awards if any.

6. Method of subscription to bonds, subscription period, method
of payment, dates of allotment and delivery and negotiation

of shares.

7. Transfer of corporate bonds to bearer and the coupons of the
corporate bonds to nominal corporate bonds and specifying
the regulations regarding the damage and loss of these

bonds.

8. ’ Dates of redemption of the nominal value of the bond.

9. Purpose of the loan and utilisation of the proceeds of the
issue. ’

10. Redemption guarantees including collateral if any.

11. Corporate bonds that the com d previously issued, with
clarification of unpaid.tfalances \thereof, and equity of
owners of corporate ds thex ave \been issued and those to

be issued. ?\P~ /
12. Auditors report\kgot?e pany's balance s&eets for the two
years that preceddd.eife issue. %&Q"

13. Violations of the conditions OQQ\}‘%\\S\IE and consequences

resulting therefrom. .\Q@}\
14. Management of the issue ‘%&d the wunderwriting thereof,
manager of the issue, sale agents and payment agents.

15. Any information or necessary statements the Issuing
Committee deems advisable to add with the approval of the

Minister.

¢) The prospectus may be presented to the Issuing Committee for its
approval before publishing the said prospectus.

Article 145

Corporate bonds shall be of one of the following two types :

a) Corporate bonds that are registered in the names of their
holders, and the ownership of which is transferred in accordance
with the Market Law, and the sale of which is documented in the
registers of the company which issued these bonds. The ownership
of such bonds arises on the date the documentation of the sale
contract at the Financial Market takes place.

b) Corporace bonds issued to bearers which give the right to their
holders to own the said corporate bonds and exploit the rights to
which the bond bearers are entitled. The ownership of such bonds

is transferred upon delivery.
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3 Aticle 146 o

1 2) Corporate bonds shall be issued in one standard nominal value per
issue. Bond certificates are issued in different denominations
for the purpose of negotiation.

e84 b) Corporate bonds may be sold at their nominal value, or at a
- discount, or with an issue premium. In all the cases the bonds
shall be refunded at their nominal value.

Article 147

The value of corporate bonds shall be paid in one "amount on
-subseription, and will be credited to the account of the borrowing
company. In the event that the borrowing company uses an underwriter,
the amounts paid may be credited to their account with the approval of
the borrowing company's board of directors, and the subscription

. proceeds will be refunded to the compan the date agreed upon with
the underwriter. Q\\\

Article 148

' The bond shall bear the f infozrfation :

34 i) On the face of the bond

address, its registration number a e period of the

1. The name of the borrowing company, *Ea logo if any, its
h
company. Ng

O
2. Name of holder of the bond 1fq?§ is a nominal bond.

3. Vumber of the bond, its ﬁssg its nominal value, its period
' and the rate of interest thareon.

b) On the Sack of the bond
1. Total vaiue of bonds issued.

2. Dates and conditions of redemption of bonds and due dates
for interest payments.

3. Special securities, if any, for the deb: which the bond
‘' represents.

4., Any other conditions or provisions which the borrowing

' company deems advisable to add to the bond provided that the

., said conditions and provisions have been mentioned in the
prospectus. .-

Articie 149

If corporate bonds are guaranteed by immovable property or by other

"§ assets in kind or by any other guarantees or collateral, the said
properties and assets must be held against the locan in accordance with

t4 the appropriate legislation, and the mortgage or guarantee or

J ctollateral must be documented before handing over the subscription
procceds to the company.

| 7
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B Article 150 .

a) Any of the conditions of the prospectus may not be changed after
concluding the loan agreements except in accordance with- the
provisions of this law.

b) The subscriber to corporate bonds may appeal to the appropriate
court to invalidate his subscription, and may oblige the
borrowing company to refund to him the amounts with which he
subscribed if the company has violated any of the conditions
stipulated in article (142) of this law.

Article 151

The corporate bonds shall be issued in Jordanian dinars or in any
other foreign currency pursuant to the appropriate laws.

Acticle 152

The board of directors may, with the approval of the Issuing
Committee, be satisfied with the amount that has been subscribed to if
a full undervwriting has not been achieved for all the issued bonds
vithin the assigned period and in the event the company does not have
an undarwriter. The said underwriting must not be less than 507 of
k2 value of the issued corporate bonds.

.4 Accicle 153 )
v‘ \

The company may issue I ansferable to shares in

a) The resvlution of the\geéheral assembly and the prospectus must
include all the rules and conditions under which the bonds are to
be transferred into shares and the transfey, §&f11 be carried out
with the consent of the holders and unaﬂ he conditions and cn

- the basis defined in their prospectg

b) The bond holder shall express*ﬁ%s irterest in the transfer at the
dates stated in the prospectus. If the holder does not express
his interest during this period, he will lose his right to
transfer the said corporate bonds.

¢) The shares obtained by the bond holders shall enjoy rights to
dividends proportional with the period between the date of
transfer and the end of the fiscal year.

d) At the end of each fiscal year, a statement shall be made of the
number of shares issued during the year against corporate bonds
whose holders expressed interest in transferring them to shares
during the said fiscal year.

Article 154

a) Upon every bond issue, an assembly shall, by law, be formed from
the bond holders and shall be called ''Bond Holder Assembly".

b) The szid "Bond Holder Assembly" shall have the right to appoint a
trustee for the issue at the expense of the company issuing the
corporate bonds.
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The issue t.ustee must be a Jordanian company specialised in
conducting this activity and under the conditions determined by
the Minister upon the recommendation of the Issuing Committee.

Neither the underwriter nor the payment agent are entitled to
perform the duties of an issue trustee.

Article 155

The Bond Holder Assembly shall be responsible for safeguarding
the rights of the bondholders and for taking the necessary

measures to preserve these rights, in cooperation with the issue .

trustee.

The Bond holder Assembly shall convene for the first time upon
the invitation of the board of directors of the company which is
issuing the corporate bonds. 7The appointed issue trustee shall
be responsible for inviting the said assembly for meetings to be
held later.

To represent the Bond
plaintif or a defendenk,

well as representmg the assembly
before any other party.

>
To undertake the secretarial duties at teggwﬁneetings of the
Bond holder Assembly. *\;

To perform the necessary work for 3§§§§hardzng the rights of the
bond holders.

Any other duties with which the Bond holders Assembly entrusts
him.

S _Article 157

8 The borrowing company must invite the issue trustee to the meetings of

%2 - the company's general assembly. The trustee must attend these
: meetings and express his opinion regarding issues under discussion,
vithout having the right to vote on the resolutions of the general
assembly.

Article 158

a)

b)

The issue trustee must invite the bond holders to meet whenever
he deems it necessary provided that the Bond holdar Assembly must
meet at least once a year. -

The Bond holder Assembly shall be invited in accordance with the
same rules applied to invitations directed to the ordinary
meetings of the general assembly. Invitations and meetings of
the bond holder assembly are subject to the same provisions which
govern the invitations and maetings of the general assembly of
shareholders.
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Any action that may lead to the extension of the redemption date
or to reducing the rate of interest, or reducing the amount of
the debt, or reducing the guarantees for bond holders, and in
general any action that may adversely affect their rights
thereof, shall be considered invalid unless approved by the bond
holder assembly by a three quarter majority of its votes
represented in the meeting, and provided that the ratio of
corporate bonds is not less than two thirds of the value of the
1ssued bonds which have been subscribed to.

The issue trustee must notzfy the Controller, the Issuing
Committee, the Financial market and the company issuing the
corporate bonds of the resolutions of the bond holder assembly.

Article 159

a)

b)

The borrow1ng company shall redeem lue of the bonds in
accordance with the conditions ing deq<en t e prospectus.

or $~comp ¥'s right in redeeming

The prospectus must provide
throughout the period of

corporate bonds annually.

the said bonds. \\\\

BEST AVAILABLE COPY

2D

oy

LN



(Y]

(Y

L owl

-OoL"

Chapter Nine
Management of a Public Shareholding Company

E irticle 160
"

The management of a public shareholding company is entrusted to a
board of directors whose members shall not be less than seven and
not more than.thirteen. The members of the board shall be
elected by the company's general assembly through. secret
ballotting in accordance with the provisions of this law. The
board of directors shall undertake the management of the company
for four years as from the date of its election.

With due regard to the provisions of paragraph (c) of this

article, the board of directors must invite the company's general
assembly to meet during the last three months of its term, in
order to elact a new board of directors to replace it, provided
that the board continues to manage the affairs of the company
until the new board is elected if its election is delayed for any
reason whatsoever. The delay in this cagse must not exceed three
months from the expiry date of the tm Vof the existing board

whatever the case maybe.

months before the expiry\da of the term of office of the
existing board of directorSs or falls within the six. months
following the expiry date of the said term, (the board shall
continue to carry on its duties and elect %he new board of
directors at the soonest meeting of the ger\:\&:ﬁl assembly.

W

kticle 161 Q@\

N
The company's articles of associatﬁ shall specify the number of
shares which must be owned to qualify their holder for election
as a member of the board of directors, provided that these shares
are not attached or mortgaged or under any kind of restrictions
vhich prevents their disposal. The restrictions provided for in
each of articles (103) and (133) of this law, regarding disposal
of the statutory shares and shares in kind, shall be excluded
from the above mentioned restrictions.

The number of shares qualifying for membership of the board of
directors as stipulated in paragraph (a) of this article, shall
continue to be attached as long as the holder of such shares is a
member of the board of directors and for a further period of six
months following the expiry date of uis term thereon.
Negotiation o such shares is not permitted during this period,
and the shares shall be marked as attached sifares and this shall
also be marked in the register of sharenolders and. on the
certificate of their ownership. Such an attachment is made to
guarantee the responsibilities and obligations of the member and
the board of directors towards the company.
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¢) .Any member of a public shareholdlng company's board of directors
shall immediately lose his membership if the number of his shares
‘that qualifies him for such a mexlership decreases or has been
ttached per an exclusive and final court order, or has been
murtgaged during his term in office in accordance with the
provisions of paragraph (a) of this article. The provisions of
this article are also applicable to the chairman of the company's
board of directors.

d) The provisions of this article shall not be applicable to shares
registered in the name of the government or official public
corporations.

Article 162

d Any person may not be nominated for\ membership of a public
g shareholding company's board of directdrs iX he has been convicted of:

a) Any felony

b) Any misdemeanor iffvolpt bribery, embezzlement,
stealing, forgery, ‘a . confidence, false testimony,
bankruptey or any other\diggfaceful and immoral felony.

¢) Any of the acts stipulated in articles (313), (314) and (315) of
this law.

Lrticle 163 ‘\’}%Q\

a) Should the government or any of the %ﬁﬁcial public corporations

or any public corporate legal indi 1l subscribe to shares in a
public shareholding company, dﬁ@ any onz of them shall be
represented on its board of tors by one or more members in
accordance with the proportion of 4its subscription in the
company's share capital. The appointed member thereby shall
enjoy the full rights of membership and bear its
responsibilities. It is not permitted, in accordance with the
provisions of this paragraph, to appoint one member on the board
of directors of two companies to which the government is a
subscriber including the Arab and foreign companies.

The membership of the representatives of the government or an
official public corporation or any public corporate legal
individual shall continue until the expiry date of the term of
the board of directors. The party that appointed tha said
representative shall have the right at any time to appoint
another person to replace him and to hold his office for the
remaining period of his term in office, or to delegate someone to
temporarily replace him should he be sick or out of the Kingdom
provxded that the company shall be informed in writing in both
cases

Should the member who represents the government or an official
public corporation or any public corporate 1legal individual
submit his resignation, his resignation shall be accepted and the
party for whom he is a representative must appoint a new
representative to replace him.

Provisions concerned with t!.. appointment of a government
representative on the board of directors of public shareholding
companies shall be determined in accordance with the Jordan
Investment Corporation Law and the regulations issued in line
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B Acticle 164

_ Should the shareholder of a public shareholding company be a corporate

legal individual other than a public corporate legal individual, and
be appointed as a member of its board of directors, the said corporate
{ndividual must, within ten days from the date of its election, name a
natural person whose qualifications meet the requirements for

membership of the board of directors, to be its representative on the
board.

Atticle 165

a) The board of directors of a public shareholding company shall
elect, from among its members by secret ballot, a chairman, and a
deputy chairman to assume the duties and responsibilities of the
chairman during his absence. The %“oard of directors shall also
elect from among its members one or more members who will have
the right to sign on behalf of the company severally or jointly,
in accordance with what the board decides regarding this matter,
and within the powers delegated to t:1}92m by the board. The board
shall provide the Controller with<coRies of its resolutions
concerned with the election of th€ chairman, his deputy, and the
members authorised to sign o "be%aﬁs of lthe company, and with
sumples of their signit‘:rufgefwu i sevefi days from the date of
adopting the said reso 105§L
b)) The company's board of }Ag:ectprs may delegate any employee of the
company to sign on its ef2lf within the authorities delegated

_.)_;;t:._ .;, 7 BRSNS

therato. | N 3
Acticle 166 : ) \'&‘

‘ ‘“\

a) The chairman and every mem W&QE\ the board of directors of a
public shareholding company 'its general manager, and principal
executive managers, must submit to the board of directors at the
first meeting which it holds following its election, a statement
of the cempany's shares owned by each one of them and his wife
and minor ‘children, in addition to the names of the companies in
which he and his wife and minor children own parts or shares
therein, if the public shareholding company owns shares in these

"'_; companies. Any changes which may occur to the above statements

must be notified to the board within two weeks from the date on
which such changes occur.

b) The board of directors must furnish the Controller and the
Financial Market with copies of the aforementioned statements
stipulated in paragraph (a) of this article, and of any changes
that may occur thereon, within seven days from the date of
submission of the statements or the changes that occur on them.

Article 167

K% A public shareholding company is not allowed to advance a cash loan of

any kind to any of the members of the board of directors or to the
patents or descendants or spouse of any one of them. Any act contrary
to the provisions of this article shall be considered null and void.
Banks and financial institutions are excluded from this condition and
are allowed to advance loans to all of the aforesaid within thc limits

of their 'objr.c;t:i 25 and with on same terms the banks and financial
institutions deal with their other clients.
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[ 3. : b)

the rasults of its operations are reported.

-84~
. Article 168
1)

The board of directors must, within three months from the end of

the company's fiscal year, prepare the following accounts and
statements to be presented to the general assembly.

The balance sheet of the company and its profit and loss
accounit, compared with those of the preceding fiscal year,

and the explanatory statements on those accounts all duly
audited by the company's auditors.

The company's work plan for the follawing year.

The annual report of the board of directors on the
operations of the company during the fiscal year.

Copies of all accounts and statements stipulated in paragraph (a)
of this article shall be sent to the Congxoller and the Financial

the board of directors, along with the auditors report, within a
period not etceedmg thirty days from the date of t{& meeting of ine
general assembly.

%
c@&
Article 170 \‘ﬁ“‘

The board of directors of a public s ‘%olding company shall prepare
a semi-annual report in which{the finamcial status of the company and

This report must be
certified by the chairman of the company's board of directors.

Copies
of the report must be sent to the Controller and the Financial Market

vithin thirty days from the set date for its submission to the board.
irticle 171

The board of directors shall annually place in the company's head
.office, at the disposal of the shareholders, at least three days
prior to the meeting of the company's general assembly,

a
detailed report containing the following statements :
1. All amounts received from the company during the fiscal year
' by the chairman and each of the members of the board of
directors, in the form of wages, fees, salaries. allowances,
remuneration and others.
2

Benefxts that the chairman and the members of the board of
‘directors enjoy such as free housing, cars and others.
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- 3. Amounts that have been paid to the chairman and each of
members of the board of directors during the fiscal year
such as travel and transport allowances in and outside the

Kingdom.

4, Donations paid by the company during the fiscal year in
giving the details and the parties who received the said
donations.

The chairman and the members of the company's board of directors
shall be held responsible for carrying out the provisions of this

article and for the correctness of the statements mentioned in
the said article. . -

TEEA Article 172

S%4 1) The board of directors of a public sharehclding company shall

direct an invitation to the shareholders to attend the meeting of
the general assembly, and the invitations shall be sent to each
one of them via ordinary mail at least fourteen days prior to the
date set for the meeting. Invitations, may be delivered to the
shareholders by hand against a sifnature of receipt. The

invitation shall be published on o,<:on cutive days in local
daily newspapers. :

The agenda of the meetin
of the company's board }f
company and its final akcoun
report and the explanatory
invitation.

I Article 173 : ' \\\\'S\

Y The board of directors must announce Q"s.lat:e set for the meeting of
I} the company's general assembly oncé\\ a minimum, in at least two
id local daily newspapers within a maximum of fourteen days prior to the
4 date set for the meeting. The board must also announce the said date
A only once on the radio and television within a maximum of three days
« from the date set for the meeting.

assembly, and the report
the balance sheet of the
, in addition to the auditors
tements shall be enclosed with the

v

Article 174

@ 2) Any person is entitled, in his personal capacity, to be member ‘of

;;,j the boards of a maximum of three shareholding companies at any
eﬁ.‘ . one time. A person is also entitled to act on behalf of a
.‘i‘tg corporate legal individual, as a member of the board of
e directors, in a maximum of not more than three public
q?d ‘shareholding companies. In all cases the said person is not
entitled to be a member of the board of directors of more than

five companies as a natural person in some and as a
representative of a corporate individual in the others.

b) No person may stand for election as a member of the board of
directors of a public shareholding company in his personal
capacity, or as a representative of a corporate legal individual

=

“t.

';i‘.f’ if he is a member of the board of as many companies as stipulated

1@ in paragraph (a) of this article, and any membership the person

:., has obtained on any company's board which violates the provisions .

T of this article shall by law Le co sidered null and void. ’
— |25
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'cﬁ :tach candidate for membership of the board of directors of a
shareholding company must declare in writing the names of the
. companies in which he is a member of the board of directors.

d) ny candidacy to the board of directors of any public
shareholding company shall be considered as null and void if it
contravenes the provisions of this article.

Article 175

Ay candidate for membership of & board of directors of a public
shareholding company must not :

a) Be less than twenty one years old.

b) Be an employee of the government or of an official public
corporation.

Article 176

a2) Any person who occupies a public post may not be a member of the
board of directors of any public sbafebplding company, except in
his capacity as a representatj of the government, or of an

ubldc corporate body.

b) Any member of a com ny' directors or its general

of the board of directors of

out businesses similar to the
businesses of the compan¥~in which he is a board member, or has

identical obiectives, or is a competitor thereof” The said board
member is also not entitled to carry out bu%Spesses which compete
with the business of the company in whiq&Sﬁh is a board member.

¢) The chairman of the board of directq§§35f any company, or any of
its members, or the company's gﬁﬁkral manager, or any of its
employees, may not have a direct or an indirect interest in the

contracts, projects and commitments which are cencluded with the
company or for its account.

1;51 d) The provisions of paragraph (c) of this article shall not apply

BEA Mticle 177 BEST AVAILABLE COPY

"ESPPE notification of tha result of the election, and his silence regarding
‘3%A3 this matter shall be considered as his approval of that membership.

to those contracts, undertakings and public tenders in which all
competitors have an equal opportunity to submit their offers.
Should the best offer be submitted by any of those mentioned in
paragraph (c) of this article, a two thirds majority of the
members of the board must be obtained provided that the said
member shall not have the right to attend the session in which
his offer is discussed. The approval so given shall be renewed
annually by the board of directors if the said contracts or
undertakings are of a renewable and periodic nature.

¢e) Any per&on from those referred to in paragraph (c) of this

article shall be discharged of his office or position in the

company in the event he violates the provisions of the said
paragraph. ‘

§ sy person elected in his absence as a board member of a public
209 shareholding company, prnst declare in writing

his acceptance or
tefusal of that membership within ten days from the date of his

| 20

nmoo o

1

AR B



\5 llil Iﬂ

I||

e Dbl

Bk il

b b Rl i

{ Irticle 179

¥ a) The financial, accountin
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If the office of any elected member of the board of directors
becomes vacant, he shall be succeeded by the person who the board
of directors will elect from among those who have the qualifying
requirements for membership. Corporate individuals may take part
in that election. This procedure shall always ba followed
whenever the office of any bodard member becomes vacant. The
appointment, in such a manner, shall continue to be provisional
until it is presented to the company's general assembly in its
next meeting, in order to approve such an appointment, or to
elect the person who shall occupy the vacant post in accordance
with the provisions of this law. In such a case, the new member
shall hold office for the remaining period of the term of office
of his predecessor. '

The number of appointed members of the board of directors must
not be more than half of the board members in accordance with
this article. Should the ocffice of any board member become
vacant after that, the company's general assembly must be invited
to elect a new board of directors. ,

A\

~dhd a&ihigzra}iﬂ matters of a public
sharenoiding company shy Vorggatsed in accordance with
special by-laws to be prepared by.ifs board of directors. These
by laws shall specify in deta the duties, responsibilities and
powers of the company's board of directors regarding financial,
accounting and administrative matters. The said by-laws must not
contravene the provisions of this law and theqrffulations issued
in line therewith or any other legisl s2¥n” force. Copies of
these by-laws shall be sent to the C«g\t Yer. The Minister may,
upon the recommendation of the Q\bﬁgol er, make any amendments he
deems necessary to the said by-laws in a manner that safeguards
the welfare of the company and its shareholders.

All companies registered before the enforcement of this law must
adjust their functions in accordance with the provisions of Lhis
article, by preparing and approving the special by laws provided
for in paragraph (a) of this article within a period not
exceeding one year from the date of this law coming into effect.

X Jrticle 180

The chairman of the board of directors of a public shareholding
company is the president of the company and he shall represent it
with third parties and before all authorities, and shall exercise
all the powers vested in him in accordance with the provisions of
this law, the regulations issued in line therewith, and the other
rules enforced by the company. The chairman of the board of
directors shall, in cooperation with the company's executive
staff, exscute the resolutions of the board.

The chairman of the board of directors may be a full time
employee, with the approval of two thirds of the board members.
The board of directors shall determine tha salary and allowances
of thr-c ~irman provided he is not the chairman of the board of
directors or the general manager of any other public .shareholding
compary.
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Atticle 181

The board of directors shall appoint a qualified person to act as
general manager of the public shareholding company and shall
specify his powers and respensibilities in accordance with
regulations issued by the beard for this purpose. The board
shall authorise the said manager to carry out the management of
the company in cooperation with the bcard of directors and under
its supervision, and will determine the salary of the general
manager provided he is not a general manager of more than one
public shareholding company.

The board of directors shall have the right to terminate the -

services of +the general manager provided that they inform the
controller ana the Financial Market of any decision taken thereby
regarding the appointment of the company's general manager, or
the termination of his services, within ten days from the date of
taking the said decision.

The chairman of the board of direc
company, or any of its members
manager of the company or as

of a public shareholding
~May bhe appointed as a general
epuxxy or‘assistant manager, per a
resolution s - rorted by 3~ ajoréy of at:wo thirds of the boaid
members in any of theSe ses P aﬂded that the member in
-question shall not p .t:ic@e e voting.

\ ,

The chairman of the bodgd.o directors of a public shareholding
company or any of its members are not entit®ed to receive any
salary or compensation or remuneration in, feturn for any duties
they perform for the sake of the compan?, cr for occupying any
post therein, except for those sag‘Qr:.es, compensation and
remunerations provided for in this ar.

WM
% +0
Y irticle 182 4@

{i8 The board of directors shall appoint the secretary of the board and
U shall determine .his salary. The secretary shall arrange board
weetings, prepare the agendum therefore, and record in a special
o4 register and on consecutive pages having serial numbers the board's
¥ sinutes of meetings and resolutions. The said register shall be
signed by the board's chairman and members who attended the meeting
ind shall carry the company's seal.

._ : Att:lcle 183

'The board of directors of a public shareholding company shall

meet upon an invitation in writing directed to its members by the
chairman of the board or his deputy, in case of tha chairman's
absence, or upon a request of at least one quarter of the board's
members submitted to the chairman. The said members must state
in their request the reasons which require holding such a
meeting. Should the chairman or his deputy not invite the board
to a meeting within seven days from the date he receives that
request, the aforementioned members shall have the right to
invite the board to meet.
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The board of directors of a public shareholding company shall
" hold its meetings in the head office of the company or in any
other place inside the Kingdom if such a meeting cannot be held
at the company's head office, except for companies which have
branches outside the Kingdom. These companies shall have the
right to hold a maximum of two board meetings annually outside
the Kingdom, should the nature of their operations require such
meetings. The resolutions of the board of directors shall be
adopted by an absolute majority of the members present at the
meeting. Should votes be equal, the chairman of the meeting
shall have a casting vote. .

Voting on the board of directors' resolutions shall only be made
in person. Voting by proxy or by correspondence or by another
indirect manner shall not be permitted.

The board of directors shall have at least six meetings during
the company's fiscal year provided that not more than two months
have elapsed before holding a board meeting. The Controller
shall receive a copy of the invit ?for each of the said

meetings.

e nd the acticns carried out
A thereby within the scope i%¥s powers shall be binding upon the
cmpany. The company shall \also e liable for compensating for any
d Loage which may result from ‘arffy illegal actions carried out by any
kard member while managing the affairs of the company or in its name.
W e company shall have the right of recourse to the n@ber who caused
¥ linages which require compensation. . %

 rticle 185 \\\\"’\

held responsible towards the compan eholders and others for
any violation that may be commit:ted any one or all of them, of
the enforced laws and regulations and of the company's articles
of association, for any fault in the management of the company.
Any resolution adopted by the general assembly discharging the
board from its responsibility shall not prevent bringing the
chairman and the board of directors to court.

Liability as stipulated in paragraph (a) of this article shall be
either personal, borne by one or more members of the board of
directors, or collective, borne by the chairman and the members
of the board of directors, and in such a case they shall be
jointly and severally liable for compensating the damage that
results from the said violation or mistake. Members who have
already objected to the resolution adopted regarding the
violation in the minutes of the meeting, shall not be liable for
such compensation. In all the cases, claims regarding this
responsibility shall cease after the lapse of five years from the
date the general assembly has approved the company's annual
balance sheet and its final accounts.

L | ' 4EST AVAILABLE COPY
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¥ Thé controller and the company or any sw%.er shall have the right

w icticle 186

¥ the board, or its general
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A Me, chairman and members of the board of directors of a public
:¥ shareholding company, and its general manager or any of its employees,

% shall be prohibited from disclosing to any shareholder, or to an
% ctsider, any information or data relating to the company of a

¥ confidential nature, and which the said chairman or members or manager

or employees have acquired in their official capacity with the
g company, or as a result of undertaking any business therefore or
% therein, or otherwise they shall be discharged from their position,

4 ud shall be liable to pay compensation for the damage that has been

Incurred to the company. Information permitted to be published per

i cwrrent laws and regulations shall be excluded from the aforesaid

§ Information. The approval of the general assembly to release the

_ ¥ chatrman and board of directors from this responsibility shall not be
‘g8 sccepted.

d Liticle 187

‘B e chairman and the board of d éAcRof a public shareholding
N «opany shall be jointly and ve responsible towards the
¥ shireholders for any default on/
¥ company. Furthermore, upon
M aistence of a deficit in

f wopany unable to meet ity obl? ations, and should the reason for such
1i

of the management of the

tdeficit be the default igénce of the chairman and members of
r or 1its auditors, the 'court shall
f uve the right to hold any of the aforesaid persons liable for the

debts of the company in full or in part, whatever the case may be.

‘g The court shall determine the amounts the said persons are liable for

nd whether they are jointly liable or not. NN

% .

to fila a case with the court in acco ce with the provisions of

aticles (185) and (186) of this law.

' leticle 189

.'-! ;

asew wne

Y

41) The decision taken by the general assembly regarding discﬁarge of

responsibility shall not be considered as evidence except after
the presentation of the company's annual accounts and report to
the assembly. .

! 3) This discharge of responsibility shall exclude matters cxcept

those the general assembly was able to verify.

iticle 190 _ -

‘83) Remuneration of the chairman and members of the board of

dirsctors shall be determined at a rate of 107 of the net profit
to be distributed as dividends to shareholders, after deducting
all deductions and taxes therefrom, provided that the
remuneration for any one of them must not exceed five thousand
Jordanian dinars annually.

A% If b, ompany is -still in the formation stage a‘'d has not

~realised a profit yet, an annual remuneration may be distributed

" one thousand Jordanian dinars for each one of them, until the

] company sr.arts to realise profits, and then it shall be subject
4 ta

to the chairman and members of the board, at a rate not exceeding

l%o
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§¢) But in the event the company has incurred losses after realising
- profits, the chairman and each one of the members of the board
. shall be paid a remuneration for their efforts in managing the
company at a rate of twenty Jordanian dinars for every board
meeting, or for every meeting of the committees emanating
therefrom, provided that such remuneration must not exceed six
hundred Jordanian dinars annually for each one of them.

i) Travel --4 transport allowances for the chairman and members of
the board of directors shall be determined in accordance with
special regulations to be issued by the company for this purpose.

f Irticle 191 N

i3 ny member of the board of directors of a public shareholding company,
? sther than representatives of a public corporate individual, may
submit his resignation to the board, provided cnat his resignation is
rde 'in wri%! -3, and the said resignation shall take effect as of the
date of its submission to the board and it shall not be withdrawn.

Irticle 192

1) The chairman of the board of directdrs\of a public shareholding
company, or any member thereof, aﬁlé. loge his board membership

if he absents himself from the g 'é::é s of’the board of directors
for four consecutive times mitho rexsonable cause, or if he
etﬁ?’of he board of directors for

absents himself from the m
six consecutive times eved t ere is a reasonable cause for
the absence. The Contrdiler q%a be informed of the decision of
tha board of directors in\accorflance with the provisions of this
article. \

}) The corporate individual ‘'shall not lose his membership of the
board due to the absence of his representati %_in any of the two

cases stipulated in paragraph (a) of tb&g’

corporate individual must appoint anot:he:a&parson to replace the

said representative as soon as he &ﬁ informed of the board
resolution.
&

O
Irticle 193 c@ |
1) The general assembly of a public shareholding company shall have
the right, during an extraordinary meeting and upon the request
of shareholders holding not less than 30Z of the shares of the
company, to dismiss the chairman of the board of directors or any
of its members except for those members who represent the shares
of . the government or any public corporate individual. The
request of the shareholders vegarding the dismissal of the
chairman of the board or any of its members shall be submitted to

Controller. The board of directors must invite the general
assembly to hold an extraordinary meeting within ten days from
- the date of submission of the request thereto, in order for the
assembly to consider the dismissal request and take the
appropriate decision therefore. If the board of directors fails

to invite the general assembly to a meeting, the Controller shall
da so at the expense of the company.

The general assembly shall discus: tlia request for dismissal and
hear the statement of the member whose dismissal is requested,
after which the members will 'vote “on”the request by secret

ballot. S ,
. BEST AVAILABLE-COPY |
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e chairman of the board of directors of a public shareholding
Rcopany and any member thereof, and the company's general manager and
Moy of its employees, shall be prohibited from dealing directly or
isdirectly in the shares of the company, on the basis of information
wich any one of them may have acquired in his official capacity in
the company. He is also prohibited from revealing such information to
vy other person with the aim of affecting the prices of the shares of
tls company, or any other subsidiary, or holding company or
iffiliated company thereto in which he is a board member, or is an
eployee therein, or should such a disclosure of information cause
mch an effect. Any dealing or transaction to which the provisions of
his article are applicable ‘shall be ccnsidered null and void. The
jerson who undertakes such a dealing or transaction shall be liable
for the damage incurred by the company or its shareholding, or others,
if any case is brought before court regarding the said damage.

Irticle 195

mi) Should the chairman of
I shareholding company,
resignation, or shouls
resignation of some of
up. a provisional commitNee
and specialised persons

directors of a public
¢ its members, submit his
l@ ard ease to have quorum due to the

of Ats members, the Minister must set
dmposed of any number of experienced
ch he deems approprigte. The Minister

shall appoint from among the members of the ittee a chairman
and a deputy, in order to assume the mana mant: of .the company.
He shall also invite the company's assembly to meet
within a period not exceeding six m ftom the date of its

formation, in order to alect a ne'$ ard of directors to the
company. The chairman of the co e and its members shall be
granted remuneration at the expense of the company in accordance
to wvhat is determined by the Minister.

applicable to banks and financial institutions after obtaining
the opinion of the Governor of the Central Bank of Jordan.

f Me company's board of directors, or its auditors or both of them must
Twtify the Controller of the occurrence of any financial or
. -4 1ainistrative disorder or serious losses which affect the rights of
iwed 1he company's sharsholders of creditors. Failure on the part of the
thairman or the auditors shall subject them to the penalty of
{sadequacy. The Minister may, in any of these cases and upon the
recemmendation of the Controller, dissolve the board of directors and
st up an administrative committee of any number of experienced and
25yt pecialised persons which he deems necessary- for a one year period

L,l

oM enevahle for another year. The Minister shall appoint from among the

pabers of the committee, a chairman and a deputy thereto. The
inister, in such a case, must invite the general assembly within the
id period in order to elect a new board of directors for the
wpany. The chairman and members of the committee shall be granted
d runeration at the expense of the cempany as determined by the
Bl Minister.

The . provisions of paragraph (a) of this article shall be .'
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Chapter Ten
The General Assembly of a Public Shareholding Company

Ordinary Meetings of the General Assembly

}ust one ordiniry meeting per yeat the Kingdom, upon the invitation

Jif its board of directors, on the date set by the board in agreement
'.».-‘.4-‘_';‘ ith the Controller, provided that the meeting shall be held within
3 the four months following the end of the company's fiscal, year.

8 ktlcle 198 ‘e

B tdinary meetings of the general assembly of a public shareholding
W topany shall be deemed legal if attended by shareholders representing
tire than one half of the company's subscribed shares. Should such a

e board of directors shall

8 ihin ten duys from the date
£§ hall be made through an an

“Plsticle 199

l) The powers of the ordinary general assembly of a public
§ . shareholding company shall include those s needed for

. considering, discussing and taking the' appro 2l?eﬂ:e decisions for
¥  all matters relevant to the company § particularly the
+ *following : :

. o s Q@\ -
;.;.1. Minutes of the general assembw previous ordinary meeting.

Report . of the board of directors on the business and

activities of the company during the year along mth its
future plans.

Report of the company's auditors on the company's balance
T sheet, other final accounts and financial status.

o 4. Annual balance sheet, the profit and loss account and
profits that the board of directors proposes to distributa,
‘ E including the reserves and allocations which the law and the

articles of association of the company stipulate should be
deducted.

4

G 'S, ' Election of the members of the board of directors.

6..- Election of the company's auditors for the next fiscal year.

Discussion of proposals to borrow funds, create a mortgage

or give guarantees in accordance with its articles of
agsociation.

SEST AVAILABLE COPY ;
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8. Any other matter the board of directors has included in the
meeting's agenda.

9. Any other matters the general assembly proposes to include
in the agenda, and is within the scope of work of the
general assembly in its ordinary meetings, provided that
such a proposal must be with the approval of shareholders
representing not less than 107 of the shares represented in
the meeting.

The invitation for the meetings of a general assembly must be
directed, together with the meeting's agenda in which issues to
be presented to the general assembly ~for discussion and
consideration are listed, in addition any\other. documents or
statements which have relation with ]
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) |rticle 201

. -not be present, the meeting shall be postponed

‘the meating may be held within ten days £ 5 the date of the

- first meeting. The chairman of the board%sb 1l announce the new
i

Extraordinary Meetings of the General Assembly

Isticle 200

The general assembly of a public shareholding company must hold
an extraordinary meeting inside the Kingdom upon the invitation
of the board of directors, or upon a written request submitted to
the board from shareholders holding not less than one quarter of
the company's subscrxbed shares, or upon a written request
submitted by the company's auditors or the Controller, should

shareholders holding in person not less than 157 of the companies

subscribed shares request such a meeting.

The board of directors must invite the general assembly to an
extraordinary meeting if the shareholders, or the company's
auditors, or the Controller, requests holding one in accordance
with the provisions of paragraph (a) of .this article, within a
period not exceeding fifteen days from the date the board has
been notified of that request. Should the board fail to direct
such an invitation or final to Jfedpond to the request, the
Controller shall invite the genefal asd®embly to convene at the
expense of the company.

With due regard to t g-s ns of paragraph (b) of this
article, an extraordinady megtixg of the general assembly shall
be deemed legal if attendeW by/shareholders representing one half
of the subscribed shares of“the company. Should,.such a quorum
other date so

date of the meeting in at least two loc ly newspapers, three

‘days at the maximum prior to the dgq t for the new meeting.

The second meeting shall be deem egal with the presence of
shareholders representing at least: 40Z of the company's
subscribed shares. Should such a quorum not be present in the

- second meeting, it shall then be cancelled, whatever the reasons

or the invitation are.

The legal quorum for the general assembly's extraordinary
meetings, which are held in the event the company is to be
liquidated or merged with other companies, must not be less than

 two thirds of the company's subscribed shares.

A:ticle 202

, -

The invitation for extraordinary meetings of the general assembly must
include all subjects to be presented and discussed at the meeting.
Should the agenda include amendments to the memorandum and articles of

'»‘:"'-;; association of the company, the proposed amendments must be attached

to the invitation for the meeting. -
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Eiticle 203

A0 The general assembly of a public shareholding company shall, at
{ts extraordinary meetings, discuss, consider and take
appropriate decisions regarding the following matters :

1. Amendments to the memorandum and articles of association of
the company.

2. " Merger of the company with another company.
3. Liquidation and dissolution of the company. o,

4. Dismissal of the chairman of the board of dirt‘aciors or any
member thereof.

se of\another company in full.

A

mpa

5. Sale of the company or purc

6. Increase or decrease of A£he s capital share.

7. Issuance of corporg

The resolutions at extragrdinpfy meetings of a ge gral assembly
shall be adopted by a yority of 75Z7 of tl\%’ otal shares
represented in the meeting. 8

&

Resolutions adopted by the general assembly @ its extraordinary
meetings shall be subject to the procegyres concerned with
approval, registration and publication @accordance with this
law except for the matter stated in it% 4) of paragraph (a) of

this article.

its extraordinary .meetings issues that are the concern of ordinary
._.u'aetings. The general assembly's resolutions in this case shall be
_ailopted by an absolute majority of shares represented in the meeting.

ilgtte penerni asscauly of a gublic shareholding company may discuss at
5 .
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W Irticle 207

- ‘representative will attend, for

T General Rules for meetings of
.o the General Assembly

The ordinary meetings of the general assembly of a public
shareholding company shall be presided over by the chairman of
the board or his deputy, in the case of the chairman's absence,
or by any person delegated by the board if both the chairman and
his deputy are absent.

The number of the members of the board of directors who should
attend meetings of the general assembly equals the number needed
for constituting a quorum required for holding meetings of the
board. Bnmard members must not absent themselves from the
meetings except with justifiable reasons.

ficticle 206

Y Ivery shareholder who is properly registered in the company's
"W register, and has settled all the instalments which are due from him
% :> the company at least three days prior to the date set for any
5§ weting of the general assembly, shall have the right to take part in
.,fv dlscussing matters presented thereto, and in voting on the resolutions
,. ilopted by the assembly regarding these mat
- ¢j¥¥ omber of votes he represents in the mee 'ﬁg bx
X% cepresentation.

» each according to the
ownership and through

The shareholder shall have to give a proxy to another
shareholder to attend any meeping of the company's general
assembly. The proxy shall b writing, on a special form which
shall be prepared by the company's board of directors, with the
approval of the Controller. Proxies must be Qeposited with the
company at least three days before the dateWset for the meeting
of the general assembly. The Controllei'&\or any one delegated
thereby, shall examine the said ptoxiea\\

The proxy shall be valid for ﬁg\%ostponed meeting which the
general assembly.

The presence of a trustee or guardian of the shareholder, or the
representative of a corporate individual, shall be considered as
a legal presence of the original shareholder at the meetings of
the general assembly, even if the said trustee, guardian and
representative of the cotporate individual is not a shareholder
in the company. : . .-

iericle 208

The controller, or anyone delegated in writing thereby, from the
employees of the companies' supervision department at the
Ministry shall undertake to execute the measures laid down for
holding the meetings of the general assembly of a public
shareholding company, in accordance with the regulations issued
by the Minister for this purpose. The Controller may seek the
assistance of any of the employees >f the Ministry for executing
the provisions of this article.

SR BEST AVAILABLE COPY
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The general assembly of a public shareholding company shall be

‘. committed to pay an amount equalling two hundred Jordanian dinars
for every meeting its general assembly holds, as remuneration for

- the Controller and the employee who supervise the execution of
that meeting, in accordance with the provisions of paragraph (a)
of this article. The amounts to be paid as such shall be
deposited in a trust account at the Ministry of Finance. The
Controller shall receive an annual remuneration not exceeding six
hundred Jordanian dinars, and a sum not exceeding three hundred
Jordanian dinars shall be yaid to every employee of the Ministry
employees as determined by the Controller. The said remuneration
shall be distributed to the aforesaid recipients with the
approval of the Controller, and any amount in excess of the said
amount shall be considered as a treasury revenua.

M iticle 209

The chairman of the general assembly of a public shareholding
company shall appoint, from among the shareholders or the
company's employees, a clerk to record the minutes of the meeting
of the general assembly and the resolutions that shall be taken
3 therein. The chairman shall alse appoint not Iless than two
o supervisors to collect and sort out the balloting papers. The
' Controller or his representative shall announce the voting
&  results.

Y The minutes of the meeting shall
meeting, and the issues that
the resolutions that have
and numbers of votes whi reject evary resolution,
and those which are not yet addition to the part of the
discussions of the 8;s§€él sembly which thae shareholders
request that they should b corded. The minutes of the meeting
shall be signed by the chairman of the meeting, the Controller
and the clerk. These minutes must be documented in a special
‘register prepared by the company for this gurdh?e The board of
directors shall send a signed copy 6\} a minutes to the
Controller within ten days from the dq§§ holding the meeting

. of the general assembly. Qs&
N

l%%é e legal quorum for the
e prasented during it, and
egarding these issues,

¢} The Controller may give certif‘gd copies of the minutes of the
meeting of the general assembly to any shareholder against the
required fees, in accordance with the provisions of this law.

Irticle 210

The board of directors must invite the controller and the company's
wditors to the meetings of the general assembly. The invitations
ast be directed to the aforesaid persons at least fifteen days prior
to the date set for the meeting. Enclosed with the invitations shall
‘s the meeting's agenda and all data and material which the 1law
itipulates should be attached. to the invitations directed to
shareholders. Any meeting of the general assembly not attended by the
{ontroller shall be considered null and void.
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.+ suspend the implementation of any o

Bticle 211

v#id"Resolutions adopted by the general assembly of a public

shareholding company, at any of its meetings that convenes with
the presence of a legal quorum, shall be binding upon the board
of directors and all shareholders, whether they attended the said

~ meeting or not, provided that these resolutions have been adopted

in accordance with the provisions of this law and the regulations
issued in line therewith.

It is permi::zd to contest the legality of any of the meetings of
the general assembly and to contest the resolutions -adopted at
any one of these meetings. The court shall dismiss any contested
cass should the appeal be made after the lapse of three months
from the date of the meeting, provided thqt the contest shall not
resolutions of the

oL
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Chapter Eleven
Company's Accounts

' Ieticle 212

lpublic shareholding company shall organise its accounts and keep its
 registers and books in accordance with generally accepted accounting
principles.

B Acticle 213

¥c.g ) The fiscal year of a public shareholding company shall start on
the first of January of each year and shall end on the thirty
first of December of the same year, unless otherwise provided for
in the company's articles of association.

8 b) Should the company commence its businass during the first half of
: the year, then its fiscal year shall end on the thirty first of
December of the same year. But if it commences its business in
the second half of the year, then its first fiscal year shall end
on the thirty first of December of the, ol&:ving year.

{ irticle 214

distribute any dividends
> nrofits. The company must
deduct an amount equivalenty to of ics annual net profit for
the account of its statut reserve. No profits shall be
distributed to shareholders before the deductiqn, of such an
amount. These deductions may not cease before fh¥ total amount
accumulated in the account of the statutoryggserve has become
equal to one quarter of the subscribed ital. However the
company may continue to.deduct this q\;nual rvatio, with the

approval of the general assembly, Wthis reserve equals the
subscribed capital of the company in@ull.

£P' i) The company shall not ha
: to its shareholders exce

") A public shareholding ccapany may not distribute its statutory
®. reserve to its shareholders, but the company may, in any year,
use the said reserve to ensure the minimum limit of profits as
required by the agreement of companies having concessions, when
their profits at the said year cannot ensure that minimum limit.
The board of directors, in such a case, must refund to that
reserve, the amounts which have already been deducted therefrom,

whenever the profits‘ of the company allow that in the following
years. )

3 Itticle 215

). The general assembly of a public shareholding company may, upon
the suggestion of its board of directors, decide to deduct

annually 202 of its annual net profits for the account of the
voluntary reserve. )

b}  The voluntary reserve of a pub.lic shareholding company shall be
i used for the purposes decided upon by its board of directors.
The general assembly chall have the right to distribute that

reserve in full, or in part, as profits to shareholders, if it
has not been used for these purposes.

BEST AVAILABLE COPY ‘

]
+

(4O



LI I A I | I (A

all e b

Ly

e el

CPRF 4 -y ]
L)

o3

—
]

cle 216

,ublzc sharehold:.ng company must allocate not less than 17 of its
% mmal net profits to be spent for supporting scientific research work
vd vocational training in the company. The company may offer these
Jillocations to other concerned bodies to conduct scientific research
{ud give vocational training for the welfare of the company.

“‘,. * . z - ;' ‘_'_'.‘: c
% '5 Tt

3 \ticle 217
" .
1 order to achieve the intended goals of articles (214), (215) and .

;gpresents Ltiie difference between the total realised revenues in any
3 :lscal year on the one hand, and the sum of expenses and depreciation
M that year on the other hand, before deducting the allocations for

¥ iacome and social service taxes.

" Lticle 218
: e company may set up a saving fund for its employees, which enjoys a

AMwrporate entity status, and has fint;.x(c‘al and administrative
9% idependence in accordance with speczal gulations to be laid down by

tte board of ‘directors. A
£ 1nicle 219 , P

1)) The nghts entitling sh eh@% obtain their share.of the

company's profits accrues 5}3 date of adopting a resolution by
the general assembly regarding distribution of dividends. Not
. more than 57 of the annual net profits allocated for distribution
may be retained for a period not exceeding ,g Weonsecutive years,
- unless the general assembly so approv s> and determines the
pericd for the retention of this ﬁé The said retained
profits may be distributed to shar ers after the lapse of the

said period. %\\\

) The shareholders registered in the company's registers are the
only persons recognised by the company to have the right to
collect the dividends therefrom. This collection shall be on the
date determined by the generil assembly in its meeting for the
distribution of the said dividends. The board of directors of
the company must publish this date in at least two local daily
newspapers and in other types of media, on the day following the
meeting of the general assembly. The Controller and the
.Financial Market must be informed of such a decision.

t) The company shall commit itself to pay dividends agreed upon to
shareholders within sixty days from the date of the meeting of
‘the general assembly. In the event that the company fails to
abide by such a commitment, it shall be committed to pay interest
at a rate equal to the highest interest rate set on deposits by
the Central bank of Jordan in the year during which the profits
are to be distributed, and before distribur_ing dividends provided
that the delay period must not exceed six months from the due

date.
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Part Seven
Auditors

i cle 220

The general assembly of any of a public shareholding company, a
limited partnerships in shares, and a limited liability company,
shall elect one or more licenced auditors, for one renewable
year, and shall determine their fees.

If the general assembly fails to elect an auditor, or if the
auditor has not been elected, or declines to carry out the work
for any reason whatsoever, or if he dies, the board of directors
must recommend to the controller at least three auditors, within
fourteen days from the date of the vacancy of such a post, with
the intention of electing one of them.

mpar('s registers, financial records
@ taj that they are properly

To penodzcally audit the
and documents, and -
maintained.

To review tha financial /and administrative by-laws of the
company, and its internal controls to ensure its appropriateness
for the company's business and the safeguarding of its assets.

To verify the company s assets and its o s ip thereof and to
ascertain the legality 'and corr i@&"& of the company's
obligations. \\

\\%

To peruse the board of dzrector‘&\esolutions and the instructions
issued by the company.

Any other duties the auditor must perform in accordance with this
law, the auditing profession laws, the other related regulations
° thereto and generally accepted auditing standards.

kticle 222

@ Should the auditor fail, for any reason whatsoever, to perform the

e . -

futies and responsibilities vested in him in accordance with the
{povisions of this law, then he must, prior to declining the audit of
‘the company's accounts, submit to the Controller a report in writing,
vith a copy thereof to the board of directors. This report must
jnclude the reasons that hinder his work or prevent him from
jerforming his duties. The Controller must discuss these reasons with

q{the board of directors, and find solutions thereto. But if the
1Ccntroller fails to do so, then he must put the matter before the

general assembly at the next meeting to be held.
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fcle 223

With due regard to the auditing profession laws inforce and any
rules or law which has any relation to this profession, the
auditor must prepare a report in writing to the general assembly.
The auditor, or any one delegated bty him, must read out that
report before the assembly and send a copy thereof to the
Controller after the approval of the balance sheet by the board
of directors. The said repor% must be duly signed by the auditor
and must be attached to the balance sheet, and the information
related thereto, and the report must include the following :

1. That the auditor has obtained all the information and
explanations necessary, in accordance ' with generally
accepted auditing standards.

2. . That the examinations he has made of the company's accounts
and financial records are adequate, and necessary for
performing his duty in a satisfa€torily manner.

3. That the company's intpr(fiﬁa;&ial ontrols are organised
properly in accordarfte wi pecji by-laws and that they
achieve the object\ives@o whiclthey were laid down.

That the company has\ prdper books of account, registers and
documents maintained in accordance with generally accepted
accounting principles and can clearly sh’ox%}t e .financial
position of the company and its results. \\\\Q’

&~

S. That the balance sheet, thae profi 3\ loss account and the
statement of sources and app ion of funds presents
fairly the company's financial position and the results of
its operation, and are in agreement with the enforced rules
and regulations and generally accepted accounting
principles.

6. The physical verification of the company's assets has been
carried out in the presence of the auditor, or his
. representative, and that the physical verification has been
done in accordance with generally accepted practices
consistently applied each year, and that the company's
receivables and payables have been examined are in agreement
with its registers and in accordance with the generally
accepted practices. .

7. That the financial information included in .the board of
" director's report which is to be submitted to the general
assembly is in compliance with the company's records and

registers. -

8. Any violations which have been made by the company or its
board of directors of this law, or of the company's articles
of association, and whether any of these violations still
exist and the extent’ of their effect on the company's
financial position and the results of its operations.

9. Any other data, information or observations which are of
direct relation to matters of importanca to shareholders and
which the auditor observes whilst carrying out his duties,
other than those listed in the cases stated in this article.
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Thd-auditor must give his final opinion on the company's balance
“sheet and profit and loss account in one of the following ways :

1. Absolute approval of the annual balance sheet and profit and
loss account.

2. Qualified approval of the balance sheet and profit and loss
account, provided that he must state the reasons for such a
qualification and its effect on the company.

3. Non approval of the balance sheet and profit and loss
account and return them back to the board with the reasons

justifying such a non-approval.

38 uticle 224

e company's general assembly, in the event the auditor abstains from

RAE] nl
om ecommending approval of the balance sheet and returning. it to the
L

td, may decide the following :

i-’.ﬂj d) Request the board of directors to,rectify the balance sheet and
i }bcﬁrldance with the auditor's
aicer_ fied after making such a

order to appoint a committee
auditors to arbitrate in the

suggestions, and consider th
rectification.

auditors. The decisi
after presenting it to thg/general assembly for_its approval. The

balance sheet and the profit and loss accougt\?ball be corrected
accordingly. \
X

. _ y
ticle 225 N N\

# e auditor is not. entitled to pattic@ in the formation of public

thareholding company which he audits, to be a member of its board
of directors, or to work permanently in any technical, administrativa
it consultancy work therein, or to be a partner to any members of its
kard of directors, or to be an employee thereof, otherwise any action
pam violation ot the provisions of this article shall be considered

v xl =1l and void.

Iiticle 226

. pae s

*Jide board of directors must provide the auditor with a copy of the
inports and statements which it sends to the shareholders, including
. {he invitation for attending the meetings of the company's general
Ausembly and the auditor or his representative must attend that

weting.
Ieticle 227

2} The auditcr shall be the représentative of the shareholders to
the extent of the duties vested in him.

) Each shareholder may, during the meeti-~g of the general assembly,
request clarification from the auditur regarding his report and
may digcuss the matter with him.
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I icle 228

..uld the auditor be aware of any violations of the law or of the
any's articles of association or any important financial matters

% auditor shall be liable towards a public shareholding company for
fompensating any damage that the company may incur as. a result of
X2lults he has made while carrying out his duties. If the company has
bdore than one auditor and they jointly make that fault, then they
'.ull jointly be responsible to the company for that fault. Any claim
' rismg in any of the aforesaid fault cases, shall be prescr:.bed after

;llscharged of his teg.pons:Lb:.lities es *ﬂegal proceedings for the
 B¥wmon right is prescribed. all be 1liable for
'.',' wopensating for the damage wh

P tvithstanding the main obligations of the auditor, the %&or must

4ot disclose to the shareholders at the place of the g iral assembly
g@mshamholders

X" my company secrets which come to his knowledge i e course of his
3R hty, or otherwise he shall oe dismissed and ;@ ted to compensate
: 34 for damages.

kticle 231

X ﬂ'e companj s auditor and his employees shall not be perm:tted to
-fd speculate .in the shares of the company which he audits, whether such a
‘A speculation is being done directly or indirectly, otherwise the
‘A wditor shall be penalised by dismissal from his job as an auditor of
the company and shall be requested to compensate for any damage that
be has caused as a result of his violation of the provisions of this

artzcle .
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Part Eight
Holding Companies

A holding company is a public shareholding company which
undertakes to control the financial and administrative matters of
one or more companies, ownership of at least the absolute
majority shares of that company or companies, whether the said
companies are public shareholding companies or limited liability
company's or 1limited partnerships in shares, and the words
(Holding Company) shall be stated name on all its stationery,
notices and other documents issued thereby.

The holding company shall not have the right to own shares in
general partnerships or in limited partnerships.

The subsidiary company shall not have the right to own any shares
in the holding company.

Irticle 233

ou{gc&‘ .J.f':"‘g;iﬂs shares .

Investment of its funds in skares, dﬁE: and securities.

Advancing loans, guarantees and financing to the subsidiary
companies. .

Ownership of patents and trademarks and conces§;55§ and the like,
of intangibles and the exploitation thereﬁs,“'and leasing the
aforesaid to its subsidiary companias or §®¥rs.

Q@A 4

A helding ccmﬁaﬁy shall be aestablished in one of the following
ways :

1. Establishment of a public shareholding company, whose
objectives are limited to those objectives stated in article
(233) of this law or in inpart thereof, and the
establishment of subsidiary companies thereto, or the
possession of shares in public shareholding companies or in
limited liability companies or in limited partnerships
limited in shares to achieve the said objectives.

2. Amendment of the objectives of existing public shareholding
companies to be as those of a holding company in accordance
with the provisjons of this law.

Organisational procedures of holding companies and subsidiary
companies thereto, shall be determined by special regulations to
be issued for this purpose in accordance with the provisions of
this law. ’
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Ieticle 235

The provisions of this law are applicable to holding companies which

e formed in the Kingdom under agreements concluded between the

jovernment of the Hashemite Kingdom of Jordan and other governments of
WJiradb or international organisations, in the cases that are not
tmpulated in their establishment agreements or in their memorandum

md articles of association.

Ieticle 236

loss account of a
with the regulations
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Part Nine
Mutual Fund Companies (Joint Investment Company)

 Article 237

A public shareholding company, or a limited partnership in shares may
be formed with objectives limited to the investment of funds for the
account of others, through dealing with securities, provided that the
capital of such a company must not be less than one million Jordanian
dinars.

Article 238
Mutual fund companies may be in either of the two following forms :

a) Ccmpanies having variable capital, and these are the companies
that issue shares redeemable by thu company at a price fixed with
. reference to its net current asssts The company is committed at
any time to redeem these shares upon the request of its
shareholders and at the price anno, iced weekly by the company,

and with the knowledge of the Market.

b) Companies having a fixed capital; these are companies that issue
unredeemable shares. These shares are negotiable in the Market
at the prices determinéd by its forces.

Article 239

Joint investment companies may not own more than 37 of the shares of
another similar company, nor may then invest more than 52 of their
total assets in the shares of one company, and in all cases the
company's total investment in other mutual fund companies must not
exceed 107 of its total assets, and its cash liquidity must not at any
time be less than 10Z of its total assets.

Article 240

The provisions and special conditions relating to the organisation of
the management of mutual fund companies, including ‘the ways for
investing their funds and the control thereof, shall be determined by
special regulations to be issued in accordance with this law.

e
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Part Ten
Offshore Companies (Exempt Companies)

irticle 241

An offshore company is a public shareholding company or a limited
partnership in shares or limited 1liability company which is
registered in the Kingdom and carries out its operations outside
the Kingdom. The words (Exempt Company) shall be added to the
name of the said company.

An offshore company shall be prohibited from offering its shares
for public subscription in the Kingdom, and Jordanians are also
prchibited from subscribing to these s

Irticle 242

the Controller in a
Cgmpanies operating outside
must not be less than five
pillion Jordanian dinars if itsfactdyAtyAs in the field of insurance,

register specially prepared for Jgf€dapi

g8 reinsurance, banking, Iinancial\dnstjifutions or is a mutual fund
) company.

b4 25 ..' . . Q’Q-
P Article 243 %
L1 \\'5\
wd The offshore company must invest not less thanw of its capital in
B the Kingdom in Jordanian securities. )
¥eR Article 244 ¥

M The provisions and special conditions relating to the formation of the
¥t offshore companies and their oparations, the fees due by them, and the
vagd control thereof, shall be determined by special regulations to be
ey issued in accordance with this law.
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Part Eleven
Transformation, Merger and Ownership of Companies

Chapter One
Transformation of Companies

RIe€ transformation of general and limited partnerships from one type into
o wother may be made with the approval <f all partners and by following
d the legnl procedures of registration and registvation of changes with
§ occur thereon.

.

irticle 246

S Transformation of - general and limited partnerships to limited
f’ d liability companies or to limited partnerships in shares may be made
754 by the following procedures :

A written application should be submitted by all partners to the
Controller expressing their inte tfoh to transform the
partnership. The partners musttggnisgé wi the application the
reasons and justification for Mefor tion, together with

the form of company to w thq;ﬁginsﬁe mation will be made.

. taﬁ@uuh

1. The balance shaet for\ each~Of the last preceding two years,
duly audited by a licenfed auditor, or the balance sheet of
the partnership for the last fiscal year if no mqrg. than one
year has elapsed since the partnership was regfasgred.

e application.

The following should be

2. A statement made by the partners, estimafiﬁb the partnership
assets and liabilities. \§Q&

The Controller shall, within fifteen days from the date of
submission of the application, announce, in at least one local
daily newspaper, at the expense of the partnership, the intended
transformation, and it should be indicated in the announcement as
to whether the creditors or others have any objection to the
transformation.” The transformation shall not be accomplzshed
except with the written approval of the creditors.

The Controller shall verify the correctness of the estimate,’ of
the net equity of the partners, in the way he deems suitable
including the appointment of one or more experts to verify the
correctness of these estimates. The partnership shall bear all
the experts' fees as determined by the Controller.

The Minister may or may not sanction the transformation upon the
recommendation of the Controller.

Should the Minister approve the transformation, then the

procedures for registration and publication shall be carried out
pursuant to the provisions of.this law.
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BER 1rticle 247
limited liability company and the limited partnership in shares may
3 be transformed to public shareholding companies pursuant to the

: provisions stipulated in this law. The application shall be submitted
to the Controller, and to which the following documents are to be

attached to the application :

a) A resolution of the general assembly of the company approving the
transformation.

' #2l b) The reasons and justification for the transfcrmation based on an
economic and financial study of the company's status, and how
that status will be after the transformation.

d c) An annual balance sheet for the last three consecutive years
preceding the application for transformation, provided that the
averaga annual net profit is not less than 107 of the company's

paid up capital.
d) A statement that the company's capital is paid up in full.

: e) A statement from the company indicating the preliminary
assessments of the value of its assets and liabilities.

‘i Article 243

{ partnership in shares to a pub "sh@e ing company, within thirty
# days from the date of subm tin@ the ~application referred to in
{ article (247) of this law, ‘end er completing the following

ey procedures ¢

@Y a) Valuation of the assets and liabiiities of the company wishing to
be transformed, by & committsa of experts andcgfpecialised
persons. .The committze shall be Zformed by the M $xtér, provided
that one member of the ~cmmittee is a 1 S8 auditor. The
Minister shall determine the remuneraj the committee, at

the expense of the company. ‘\\\\

" Article 249

a) The Controller shall announce the resolution of the Minister
approving the transformation, in at least two daily local
newspapers, and on two consacutive days, at the expense of the

compary.

.b) Any concerned person may object to the Minister against the
transformation resolution within thirty days from the date of
publishing the last announcement. Should the. submitted
objections, or any one of them, not be settled within one month
from the date of submitting the last objection, then any one of
the objectors may contest the resolution of the Minister at the
High Court of Justice within thirty days from the expiry date of
that period, provided that this contest shall not suspend the
transformation procedures unless the court decides otherwise.
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Wine ‘implementation in full of the procedures of registration and
5pbllcat1on as stipulated in this law is a pre-requisite for
Hnsformation. Should the capital resulting from the valuation be
s than the lower limit of a public shareholding company's capital
i determined by this law, then the legal procedures concerning the
Jhmation of public shareholding companies shall be followed; and the
#4t equity of the company intending to be transformed shall be
msidered as advance in kind &y ainst which shares in kind shall be

rbscription.

ticla 251 /

s transformation of any company /t othey form of company shall
st necessitate the emergence of w corporate, but the entity
wwpany shall preserve its corpy atéfhtit and shall preserve all its
:dghts and shall be l:.able S obligations prior to the

Yumsformation. The respons:.b:.fz{/d the general partner, in his

.jrivate properties, for the company’s debts and obligations prior to
ds transformation date, shall Yemain valid.
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Lo, Chapter Two
Vopr e Merger of Companies

5] irticle 252

2 Herger of companies stated in this chapter shall be accomplished by
M any one of the following ways, provided that the objectives of the
il companies wishing to merge be identical or complementary :

By the merger of one company or more with another company called
the (Merging Company), and the merged company or companies shall
disappear and the corporate entity of each of them shall no
longer exist. .

‘ .
ig %) By the merger of two companies or more to form a new company,

Lo AWt ame ..o .

which will be the result of the merger, and the companies and the
corporate entity of each of them shall no longer exist.

.t) By the merger of branches and agencies of foreign companies

operating in the Kingdom, with an eyxi ‘
shareholding company, or with a new~-Tompapy wgich will be formed
for this purpose, and the s¥id bragthds ald agencies shall

- disappear and the corporite tRy of e of them shall no
longer exist. 6\6/")%/
irticle 253

Should two companies or more, of the same kind merge with an existing
company, or form a new company, then the merging company or the
company resulting from that merger shall also be of tbat‘ kind.
fowever, a limited liability company or a 1limited partriership in
shares may merge with an existing public shareholdmg*coinpany or form
i new public shareholding company. &..\\

Y

ing Jordanian public

Article 254

" The merged company, along with its shareholders and the merging
. company resulting from the merger, shall be exempted from all taxes

and fees due on the merger or as a result thereof.
Article 255

The application for merger shall be submitted to the Minister, and the
following statements and documents should be attached thereto :

a) The resolution of the extraordinary general assembly of each
company wishing to merge, or the resolution of all partners, as
the case may be, approving the merger pursuant to the terms and
statements specified in the merger agreement, including the set

- date for final merger.

b) The merger contract, concluded between the companies wishing to
merge, duly signed by those who are authorised to sign on behalf
of their companies.

3}  Audited statement of financial position of each company wishing
to merge, to the closest date to the resolution of the general
sssambly of each company, or to the resolution of partners
approving the merger:
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d) The two most recent audited balance sheets of the companies
. wishing to merge.

.e) A preliminary valuation of the assets and liabilities of the
companies wishing to merge at the actual or market value.

f) Any other statements deemed necessary by the Controller.

Article 256

The h;;ket and the Controller should be notified of the resolution of

¥ the Board of Directors of each company wishing to merge, and the

shares of each company shall be suspended from being traded in the
Market as of the date of notification of the resolution. The dealings
in the shares shall be resumed after the completion of the merger

Af procedures and registration of the merging company, or the company

|
|
|

resulting from the merger.

article 257

"a) The Minister shall refer the applicati r merger, together
with the enclosures, to the Controlley” tg stddy and submit his
recommendation thereof to the Minister, 4it\the
public shareholding company or ig?_ ill
shareholding company. Q'

) The Controiler should submit ‘%o tg hister, his recommendation
with respect to the applicatik\w'- in ona month of the date of

referring the application to the™lommittee or to the Controller,
as the case may be.

esult in a public

Article 238

Should the Minister approve the apolication for merg ,,Qhe should form
an (Evaluation Committee) whose membership \sj\ould include the
Controller or his representative, the auditors\&g the companies, and a
suitable number of specialised and experig ). persons. The committee
shall undertake to evaluate all the ass@i®of the companies wishing to
merge along with their liagbilities, in order to point out the net
equity of the shareholders or partners, as the case may be, at the
.date fixed for the merger. The committee shall submit its report to
the Minister along with the opening balance sheet for the company
resulting from the merger, within a period not exceeding ninety days
of the date of referring the matter thereato. The Minister may extend
this period for another similar period should the circumstances
necessitate that. The wages and remuneration of the committee shall
be determined by a resolution adopted by the Minister, and they shall
be equally borne by the companies wishing to merge.

Acticle 259

The companies which have decided to merge, must prepare separate
accounts, of their results, under .the supervision of their auditors as
of the date of the merger, and until the final approval thereof. The
results of these companies during the said period shall be presented
to the combined meeting of the partners, as the case may be,
accompanied with the auditors report of these companies fer appreval.
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‘Ar?;icle 260

'The Minister shall form an Executive Committee from the chairman and
members of the board of directors of the companies wishing to merge,
or from the managers of those companies, as the case may be, and the
auditors of the companies, in order to carry out the executive
procedures for merger and especially the following :
a) Determining the shares of the shareholders or the shares of the

partners in the merged companies, relying on the evaluation made

by the (Evaluation Committee) stipulated in article (258) of this
law.

b) Amending the memorandum and articles of association of the
merging company, if it exists or preparing tl.2 memorandum and
articles of association for the new ccmpany emerging from the
merger.

¢) Iaviting the extraordinary gener@b\gz of the shareholders
in the companies mergered i otde?’ﬁo approve the following,
provided that resolutioryﬁut@s,m ith ajority of 757 of the
shares ;epresented : \
1. The memorandum, and th rticles of association of the new
company or the aménded memorandum and articles of
association of the merging company. D

L T
Y
%)
2. The results of the evaluation of the ass’@&‘ and liabilities

of the companies, and the opening e sheet for the new
company resulting from the mergerQ\\

3. The final apptoval of the merger.

d) The new board of directors shall furnish the Controller with the

minutes of the meeting of the combined general assembly within
seven days from the date of the meeting.

Article 261

a) The procedures for approval, registration and publication as
determined in accordance with this law should be followed for the
registration of the emerging company or that one merging from the

merger and for cancellation of the registration of the merged
compaihleas. .

b) The Controller shall announce, in the official gazette and in two
local daily newspapars on two successive days, at the expense of
the company, a summary of the merger contract and the results of
the evaluation, along with the opening balance sheet for the
merging company or for the company resulting from the merger.

Article 262

The boards of dizectors of the companies which decide to merge shall
continue to function until the completion of the registration of the
merging company, or of the company resulting from the merger, and then
the Executive Committee referted to in article (250) shall take osver
the managemant of the company for a period not uvxcewding thirty days,
juring which it shall invite the general assembly of the merging
zompany or of the company resulting from the merger in order to elect
the new board of directors. This should be done after allotting the
shares resultmg from the merger. The general assembly
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Contesting the legality of the merger shall not

48 ' Article 263

‘The Minister shall issue instructions concerning with the merger
procedures and settle the objections submitted thereon.

Acticle 264

a) The corporate bondholders and the creditors of the merging
companies or the merged companies, and any concerned shareholders
or partner, may object to .the Minister within thirty days of the
date of the last announcement published in the local newspapers
in accordance with the provisions of article (261), provided that
the objecting person should indicate thae subject matter of his
objectiun, the reasons on which he based his objection and the

specific damages which he claims that the merger has inflicted on
him.

‘The Minister may refer the objections to the Controller to settle
them. If the Controller fails to do so for any reason within
thirty days of the date of submitting the objections thereto, the
objecting person shall have the right to contest the merger
before the court. These objections and the law suits that may be
made at the court shall not suspend the resolution for merger .

Article 265

If the merger did not comply with any .ot Airov ions of this law,
or should the merger prove to be ¢ raVﬁPi id?héj;ublic order, then
anybody concerned may appeal to § esting the merger, and
demanding annulment thereof, pryvid this takas place within
sixty days of the date of anndunci the final merger, and the

litigant should indicate the reasonygs¥n which he based his litigation
and espacially the following :

a) Should it be found that there are deficiencies: h*éh abtogate the
merger contract, or should there

be an W5 ent;al and clear
discreparncy in t'ie evaluation of theﬂ%ﬁ\&clders equity.

Should the merger involve an arbitrary act in using the rights or
should it aim at achieving a direct personal interest to any one
of the boards of directors of the companies merging together, or
to the majority of partners in any onz of the companies at the
expense of the rights of the minority.

b)

c¢) Should the merger be set up by deceit or fraud, or should the
merger cause harm inflicted ~n the auditors.

d) Should the merger lead to a monopoly, or should it be preceded by
a monopoly, and should it become evident that the merger inflicts
harm to the public economic interest.

Article 266

suspend the

“e

oo e m
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"
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continuation of putting it into effect until the issuance of a court
| Jjudgement considering the merger as invalid. The court may, when

considering the claim of invalidity of the merger, assign by itself a
certain period for correcting the cuuses which have 'lead to the
; contest of invalidity, and it may dismiss the claim for invalidity

' should the concerned body correct the situation pxzor to the issuance
Yoof the court judgement.
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Article 267

The chairman, the members of tiia board of directors, the General
Manager, and the auditors of each one of the merged or merging
companies, shall be considered personally responsible towards a third
party for any claims or commitments or liabilities that may be raised
against the company and that Wwere not recorded or were not declared
prior to the final merger. The court may acquit those persons from
this responsibility, should it become certain to it that they were not
responsible for those commitments and liabilities or they were not
aware of them.

Article 268

All the rights and 1liabilities of merged companies shall be
automatically and legally transferred to the merging company, or to

this law. The merging company, * uiping:from the merger,
shall be considered a legal succesg:
shall legally replace them in al

Article 269

Should liabilities or claims appear, after the final merger,op one of
the merged companies, and should they have been hidd¥p ™ by some
authorised person or employees in the company, then th liabilities
or claims shall be paid to the owners by the mergin pany or by the
company resulting from the merger, and these sha%& ave the right to
claim what they have paid from those authoris@%ersons or employees
who shall also be subject to the penalties for ®hat act by the laws in
force. '
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Chapter Three
Ownership of Public Shareholding Companies

Article 270

Notwithstanding what 1is provided for in this 1law, a public
shareholding company may own the shares of another public shareholding
company either in full or more than 507 of those shares. The company
in which the shares have been owned in full shall preserve its
corporate entity and shall stay in existence and shall be called (The

subsidiary Company) and the owning company shall be called (The Mother
Company).

Article 271

a) Should a public shareholding company wish to own in full the
shares of another public shareholding company, it must submit an
application to the Minister, a copy of which shall be dispatched
to the Market. The application must incorporate the reasons and
justifications of the intended ownership along with the offered

price for purchase and any other details the-}iinister requires.

b) The Minister shall vefer the applica
to give its opinion and commen
approve the application or ’r}j t
finds convincing to him.

n 't,Q' the\ Issuing Committee.

" thageon. e Minister may
- to th

}E Pcc? g to the reason he

. O‘
c¢) The Market shall suspend ne\g{&%(:
a

atitn of the shares of a public
shareholding company whose sharés are to be purchased, as from

the date of submitting the ownership application to the Minister.

d) A public shareholding company wishing to purchase the said shares
should submit an offer to the shareholders of the gther public
shareholding company. The offer should incorporate%a‘ll the terms
concerned with the basis of purchase, the offgyed price, the
validity of the offer and the name of the fQ¥¥ncial institution
that guarantees the offer. The said., r must be sent by
registered mai) . to every sharehol X The sale shall be

accomplished through the Market in accordance with a special
arrangement for this purpose.

.e) The ownership shall be announced after the completion cf the

purchase procedures in the Official Gazette and in at least two
local daily newspapers on two consecutive days, provided that the
announcement must include the names of the mother company and of
the subsidiary company, a summary of the purchased shares and the
price at which they were purchased, the method of paying the
costs, the date and place of sale and any other statement that
the Market finds suitable in coordination with the Controller.

Article 272

" a) The Subsidiary Company, whose shares have been bought in full,

should be managed by a management committee which shall be
appointed by the board of directors of the mother company. The
subsidiary company should, in this event, prepare its annual
balance sheet and its closing financial statements in accordance

with the terms provided for in this law and shall Le :abmitted to
the genc.al assembly of the mother company.

Al
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b) The '"parent company' should prepare a consolidated balance sheet
particularly for the wholly owned subsidiaries.

Article 273

Should the parent company wish to sell the shares of its wholly owners
subsidiary, it must obtain the Minister's approval. The sale, in this
case, shall be accomplished in accordance with the terms determined by
the Minister upon the recommendation of the Issuing Committee,

provided that the period during which the mother company

has
maxntazned the ownership of those shares is no

less than three years

Article 274

a) Any person who offers any¢inf
not true, for the purpose\ of
misleading or deceiving th
shareholding company, whose sHares are intended to be owned in
full or in part pursuant to the provisions of this chapter, shall
be penalized by imprisonment for a peried not less than one month
and not more than one year, in addition to a f me not less than

one thousand Jordanian dinars and not mo;g\\ an ten thousand
Jordanian dinars.
Q@\

b) The penaltzes stipulated in paragr‘&% (a) of this article are
applicable to the Board of Directors of both the selling and the
purchasing companies, and to the chairman of the boards and any
member thereof, and to any other person proved to have committed
any act or action which involves selling of shares in collusion
with any one of the shareholders, in any one of the two

companies, or by enticing him by any means to oblige him to sell
his shares.
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Part Twelve
Foreign Companies

Chapter One
Poreign Companies Operating in the Kingdom

Article 275

a) For the purpose of this law, an operating foreign company means
a company or a body which is registered outside the Kingdom, and
its head office is in another state, and its nationality is
considered non-Jordanian.

b) Any foreign company or body may not practice any commercial
business in the Kingdom unless it is registered pursuant to the
provisions of this law, after obtaining a work permit in
accordance with the laws and regulations in force. .

Article 276

a) The application for the regiﬂp{t(i:;(iof the foreign company or
body shall be submitted to- the @on rolYer accompanied by the
following data and doc nts tR'ansl ed into Arabic, provided

that the Arabic trans -étioO auth€nticated by a Notary Public
in the Kingdom : .

1. A copy of the memorarfdum and articles of association of the
company or body or any other documents relating to its
formation procedures. Y

2. The written official documents whicbg;\?értify that it
obtained the approval of the conce@ﬁ authority in the
Kingdom for carrying out the work aid investing the foreign
capital therein, in accordanc \Q&th the 1legislations in
force. :

3. A 1list of the names of the members of the board of directors
of the company, or the body or the committee of directors or
partners as tha case may be, along with the nationality of
each one of them, in addition to the names of the persons
who are authorised to sign on behalf of the company.

4. A copy of the proxy according to which the foreign ‘company
authorises a person raesident in the Kingdom to. receive
notifications on its behalf. : .

5. A balaﬁce sheet, authenticated by a licensed auditor, for
the previous fiscal year of the company in its headquarters.

6. Any other data or information that the Controller finds
necessary to be submitted.

b) The application for registration must be signed by the person
authorised to register the company before the Controller or the
person authorised by him in writing, or the Notary Public. The
application must incorporate the fundamental information about
the company, especially the following :

1. The name of the company, its type and capital.

1
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2. The objectives of the company in the Kingdom.

3. Detailed information about the promoters or the partners or
tha board of directors, and the share of each one of them.

4. Any other data or information the Controller deems necessary
to be submitted.

1859 Mcticle 277

The Minister may, upon the recommendation of the Controller,
approve or reject the registration of the foreign company or
body. In the event of approval of registration, the Controller
shall arrange to finalise the legal procedures for the
registration of the company or body in the foreign companies
register, and he shall announce this registration in the official
gazette after collecting the legal fees.

be applicable to any change t
statements which were submftt dQ ing the registration
t the”changes to the concerned
e of their occurrence.

The procedures as stated in paragry (a) of this article shall
may\ occur to the company's
du

procedures. The company mu;
authority within thirty

The foreign company or bodf registered pursuant to the ;;rovisions
of this law should undertake the following : C®-

1.  To submit to the Controller, wit &\@‘h:ee months from the
end of each fiscal year, its t\t ce sheet and the profit
and loss account cf. its ions in the Kingdom duly
certified by a Jordanian 19)®hised auditor.

2. To publish the balance sheet and the profit and loss account
on its operations in the Kingdom in at least two local daily
nevspapers within sixty days from the date of submitting
these statements to the Controller.

The Controller, or his representative, may inspect the company's
books and documents should he deem that necessary, and the
company must put those books and documents at his disposal.

gl ieticle 279

4] The foreign company or body must notify the Controller in writing of

the date it expects its operations will end in the Kingdom, or the
date specified for the termination thereof, at least thirty days prior
‘o that date. The foreign company must prove to the Controller that

it has already settled all its commitments resulting from its
‘Didoperations in -the Kingdom prior to obtaining the approval for
&P auncelling its registration.
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Chapter Two
Non-Operating Foreign Companies in the Kingdom
(Companies with Regional Offices and Representative Offices)

Acticle 280

a)

b)

c)

\cticle 281 B

a)

For the purpose of this law, a non operating foreign company in
the Kingdom is a company which has a regional office or
representative office in the Kingdom, for operations that it
conducts outside the Kingdom, with the aim of using such a
regional or representative office for managing its operations and
coordinating them with its headquarters.

A non-resident foreign company is prohibited from carrying out
any business or commercial activity insjde the Kingdom, including
the operations of commercial agencq/and iddlemen, otherwise it
will suffer the penalty of cancel ng its wegistration and will

be responsible for compensation £ aq? ossor damage it may have
caused to others.

Kingdom may be made pursuanc t he provisions of this law for
the purpose of establishin}»p gional offices, or representative

offices, or for providing services or for technical or scientific
.offices.
&

The registration of ndn- opﬁzisi?g’lforeign companles in the

&
The application for the registration of ‘Shon-operating foreign
company shall be submitted to the cont ller, togother with the
following documents and statemen S§N translated iito Arabic
language, and duly certified by a N&éﬁry public in the ringdom.

1. The registration certificate of the ‘company in its home

country.

2. The company's memorandum and articles of association which
indicates its type, its capital and its objectives.

3. A copy of the power of attorney by which a resident person
in the Kingdom is authorised to deal with the company's
affairs (including its registration) for the purpose of this
law.

4. A balance sheet for the company's latest fiscal year in its
home country, which should be certified by a licensed
auditor.

5. Any other data or information the Controller deems ~necassary
to be submitted.
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"Tﬁe:application should be signed before the Controller or any one
.“authorised by him in writing, or before the Notary Public,

provided that the application incorporates the fundamental
information about the company and especially the following :

1. Name of the {oreign company, its headquarters, the date of
its registration ard its objectives.

2. Type of the company, its nationality, and its address in the
country of its registratjon.

3. The capital of the company, names of the érumoters or
partners, nationality of each of them and their shares along
with information relating to its board of directors.

4. Any other information the Controller deems necessary to be

’

d
The Minister may, upon the/fecommendatﬁga of the Controller,
approve or reject the regzstrat1bn the non-operating foreign
company. _In the event &f 4 prcm:ﬂ/e of the registration, the
.Controller shall arrange to findlise the registration of the

" company in the register of non‘ﬁperating foreign companies, and

to announce this registration in the official gazette.

Thae procedures of approval, registration and publ%éition shall be
followed in the case of any changes that may ur to the basic
information relating to the company, and abgp (gts representative
in the Kingdom. The said changes m gﬁ be notified to the
Controller within thirty days frow t&g@ﬁ&ta of their occurrence.

\rticle 283

\ non-operating foreign company enjoys the following :

)

Exemption frum registration and publication fees imposed on
operating foreign companies.

- Exemption of profits generated by the foreign company, from

businesses conducted outside ths Kingdom, from both income and
social services taxes.

Exemption from registration with the Chambers of Commerce and
Industry, and from professional associstions, and exemption from
paying the registration fees therewith, and from any commitments
to them, including the trade license. .
Exemption of imported furniture and equipment necessary to
furnish the offices of its regional office, from custom duties
and other fees and charges.

Granting of permission to imporf into the country trade samples
and models, free from custom duties and import taxes.

Exemption of salaries and wages which the non-operating foreign
company pays to iis noi -Jordanian employees who are working at
its regional office in the Kingdom, from income and social
services taxes.
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g) Granting permission tn each non-Jordanian employee in the company
to import one car every five years, under temporary entry, for

his personal use, as long as he is working with the company and
residing in the Kingdom.

Article 284

The number of the Jordanian employees in a non-operating foreign
company in the Kingdom should not be less than half of the total of
the company's employees. ’ A

-~ N
Article 285 et & )

A non-operating foreign company” shald. be
licensed commercial banks a n -resQex'ﬂ:

or in a foreign currency, -ro@led
transferred to the company ft&bro

Article 286

ermitted to open with
count in Jordanian dinars
at these fundsnhave been
through this banh}

o
&

The Minister may, upon the recommendation of @Controller, cancel
P

any in the Kingdom,
should it become evident to him that the coMpany has conducted any

commercial business in the Kingdom, or violates the provisions of this

‘law or any regulaiions or instructions issued pursuant thereto.
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Part Thirteen
Liquidation and Dissolution of a Public Shareholding Company

Chapter One
General Rules for Liquidation

Article 287

A public shareholding company shall be liquidated either voluntarily,
per a resolution adopted by its: extraordinary general assembly, or
mandatorily by a court order. The company shall not be dissolved

until finalising the procedures of its liquidation ver the provisions
of this law.

Article 288

Should a resolution be adopted for liquidating a public shareholding
company and appointing a liquidator, the liquidator shall supervise

Acticle 289

“a)

b)

c)

The company under liquidati
the date of commencing the liqﬁfﬁ tig procedures, to the extent

of the company continues to \e3#¥t, and shall be represented by
the liquidator, until it is dissolved after £inalising its
liquidationo . ‘.,‘”

The party which decides to liquidate the compahy must provide the
Controller and the Market with a copy oﬂyxts resolution within
three days from its adoption, and th@,\Controller must publish
same in the official gazette and\fVat least two local daily
newspapers within a period not exceBling seven days from the date
of his notification of the resolution.

The liquidécor should add (Under Liquidation) to the name of the
company on all its stationery and correspondence.

Article 290

a)

The following shall be considered to be 1llegal acts :

1. Any disposal of tha properties and rights of a public
shareholding company which is under 1liquidation, and any
negotiation of its shares and tvansfer of their ownership.

2. Any change or modification of the commitments of the
chairman and board of directors of the company under

liquidation, or of the commitments of others towards the
company.

3. Any attachment of the properties and assets of the company,
and any other disposal or execution effected on those

properties and assets after the issuance of the resolution
for liquidating the company.
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4, All mortgage contracts or insurance policies for the
properties and assets of the company, for contracts and
other procedures that impose commitments or preference on
the properties and assets of the company, should these be
affected during the three months preceding the adoption of
the resolution for liquidating the company, unless it is
proved that the company is capable of settling all its debts
after finalising the liquidation. This falsehood shall not
be applicable except to the amount which exceeds the amounts
paid to the company, per those contracts, when it was formed
or thereafter in addition to the lawful interest thereon

S. Any transfer of the property and assets of the company under
liquidation or any assignment thereof, or disposing of them

in a fraudulent way to give priority to some creditors of
the company over others.

A judgement creditor of the .ethpany l::k: his right to the
properties and assets of “company‘which has attached and in
any other actions conce ped eﬂ1t§>,uﬁigss the attachment or
the action were executed\pribr to commencement of liquidating

the company.

Should the proceeding officer be notified of the resplution for
the liquidation of the public shareholding companﬁ’brio: to the
sale of its attached properties or assets, or pribr to finalising
the transaction of execution thereon, then h&idhall be obliged to
hand over those properties and assets to thé liquzdator including
what he took over from the company. Thg»proceeding expenses and

fees shall be considered as a priorify debt on those properties
and assets.

The court shall permit the liquidator to sell the assets of a
public shareholding company which is under liquidation, whether
the liquidation is voluntary or mandatory, if it becomes evident
to the court that the interest of the company necessitates that.

Article 291

The liquidator shall settle the company's debts in accordance with the
following order, after deducting liquidation expenses, including the

remuneration of the liquidator, and any violation of this order shall
be considered invalid:

~a)

b)
c)

d)

The amounts due to the employees of the company.
The amounts due to the Treasury and to the municipalities.

The rents due to the owner of any reéi estate leased to the
company.

The other amounts due in accordance with the order of priority in
accordance with the laws in force.
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Article 292

a)

b)

Article 293

a)

b)

Should any promoter of a public shareholding company, or chairman
or a member of its board of directors, or any manager or employee
thereof, abuse the use of the properties of a company under
liquidation, or retain that property or become committed for its
repayment or be responsible for it, then he shall be obliged to
return it to the company along with his legal interest, and shall
also be liable to compensate for any damage he inflicted on the

company or on others, in addition to bearing the penal liability
imposed on him per the legislations in force.

Should it appear during the lig tion that some of tha
company's operations ware carriedsout i\ a fraudulent manner so
as to deceivae the creditors of«fthe dﬁmpan , then the present and

company who took part
personally liable for
any one thereof as the

Should the liquidation not be finalised during one year of the
commencement of the procedures, within, the liquidator
should send to the Controller a statem qg%corporating the
liquidation details along with the st \ far reached. Under
all circumstances the lzquidatioq iﬁ% should, conditionally,
not exceed three years except eptional casaes that shall be
judged by the court of appeal provided that the liquidation, in

these cases, shall not be extended for one more year, to be
judged by the court.

Every creditor and debtor of the company 'shall have the right to
examine the statement stipulated in paragraph (a) of this

“article, and if it appears from the statement that the liquidator

is still holding any amount of the company's funds that has not
been ‘claimed by any one or has not been distributed after the

lapse of six months from the date of receiving it, the liquidator

should immediately credit that amount to the company s account
opened with the bank assigned by the Controller.
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Chapter Two
Voluntary Liquidation

Article 294

A public shareholding company shall be voluntarily liquidated in any
of the following circumstances :

a) Upon the expiry of the specified period of the company unless the
general assembly adopts a‘'resolution to extend the period.

b) Upon fully achieving the objectives for which the company was

established, or due to the impossibility of achieving these
objectives.

¢) In execution of a resolution adopted by the general assembly to
dissolve or to liquidate the company.

d) In other circumstances stipulated in the articles of association

of the company.
«\

sh;pdﬁalding company upon
the company, shall appoint
general assembly does not
ontroller will do so and will

Article 295

a) The general assembly of
adopting a resolution f

appoint a liquidator, thdg
determine the remuneration

b) The procedures for liquidating the company commencd Nas of the
date of adopting the resolution for liquidation b#» the general
assembly, or as of the date of appcinting the llgﬁ’dator, should
he be appointed after the date of the resolutiéﬁbfor liquidation.

Article 296 @
The liquidatér shall settle the public shareholding company's rights

and commitments and liquidate its assets in accordance with the
following procedures :

a) The liquidator shall exercise the powers vested iﬁ him by the law
for carrying out the company's mandatory liquidation.

b) The liquidator shall organise a 1list of the names of the
company's debtors, and he shall .submit a . report ‘on the
transactions and procedures he carried out to claim the payment
of the instalments and debts due to tha company by its debtors.
This list shall be considered as prima ‘Facia evidence of the
persons whose names appear in the list as debtors of the company.

c) The liquidator shall pay the company's debts and shall se:tle its
rights and commitments.

d) Should more than one liquidator be appointed, their resolutions
shall be adopted pursuant to what is stipulated in their
appointment contract, and should there be no stipulation about
this matter in that contract, then their resolutiuns .hall be
adopted una..imously or by their absolute majority, and the court

shall have the final decision in the event of any disagreements
. arising among them.
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Article 297

a) Every agreement concluded between the 1liquidator and the |

creditors of a public shareholding company shall be considered
binding upon the company, should the company's general assembly
approved that agreement. It shall also be binding, should it be
accepted by a number of creditors whose total debts amount to
three quarters of the debts due by the company. The creditors
whose debts are guaranteed by a mortgage or preference or a
security, shall not be allowed to participate in voting for the
said agreement. '

b) Any creditor or debtor may contestthe, agéeement stated in
paragraph (a) of this article be;pfgﬁ e court within fifteen
days of the date entered thereuntd.

,{(
P'/
@
The liquidator and the debtyr crgditor of a public shareholding
company, and other concerned\ persefies, may appeal to gge court to
arbitrate in any matter that ariees during carrying ouﬁgﬁh‘ procedures
of a voluntary liquidation, in the same way as arbit@e ion is made on

matters arising during carrying out a mandatorywhu:.dation pursuant
to the provisions of this law. QSA

Article 299 Q%\

a) The liquidator may, during the process of voluntary liquidation,
invite the general assembly of the company to a meeting to obtain
its approval of any matter he deems necessary, including giving
up the liquidation.

Article 298

B) The liquidator should summon the creditors of a public '

shareholding company by an announcement to be published in at
least two local daily newspapers, to a general meeting to be held
within two months of the date the resolution for liquidation was
adopted. The liquidator shall, during the said meeting, present
to the creditors a detailed statement on the financial status of
the company, together with a list of the company's creditors and
the amount of the claim of each one. The creditors have the
right to appoint not more than three supervisors to assist the
liquidator and monitor the progress of liquidation.

Article 300

.The ccurt, upon an application submitted thereto by the liquidator, or
the Controller, or any concerned person, may decide to convert the
voluntary 1liquidation of a public shareholding company into a
mandatory liquidation, or to continue imr voluntary liquidation,
provided that the liquidation is carried out under its supervision and
pursuant to the terms and limitations determined thereby.
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Chapter Three
Mandatory Liquidation

Article 301

a) An application for mandatory liquidation shall be submitted to
the court per a statement of claim by the Attorney General, or by
the Controller in any of the following two circumstances.

1. Should the company commit serious violations of the law or
of its articles of ‘association.

2. Should the compan& £fail to fulfil its commitments.
b) - The court shall order the mandatory liquidation of the company in

accordance with the provisions of pa
or in any one of the following cir

nstgnces

1. Should the company sus ridg.’i.%s ‘erations for one year
without a legal or jusgAfi ausg”

2. Should the losses'
unless the gene
resolution to increaxe

;géqtbm ny exceed 757 of its capital,
sembly of the company .adopts .a
capital of the company.

Arpicle 302 .-

a) The court shall be deemed to have commenced the liquidation of
the company as of the date of submitting thg§ atement of claims
thareto, for the liquidation of the ¢ ny The court may
adjourn the hearing, or it may dismiss cla1m or may order the
liquidation, along with the payment i?b he costs and expenses by
the person responsible for the cau £ liquida:zion.

b) The court may, upon considering the claim for tha liquidation of
the company and prior to the issue of the liquidation order,
appoint a liquidator, define his powers and oblige hia to submit
a guarantee to the court. The court may also appoint one or more
liquidators, and it may dismiss or replace them, and it shall
notify these instructions to the Controller. :

¢) The court may, at the request of the plaintiff for liquidation,
retain any actions or proceedings that have been taken or filed
against the company before the courts, and no new actions or

proceedings against the company shall be proceeded with, after
the filing of the claim for liquidation.

Article 303

The court may, upon the request of the liquidator, issue an order
authorising him to take possession of all the properties and assets of
a public shareholding company. The court may, after the issue of its
order, to any debtor or agent thereof, or bank. or delegate or
employee, which then to pay, or deliver, or transfer to the liquidator
forthwith all such money, books, records and correspondence in his or
its possession and belongs to the company.
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The court order against any debtor shall, subject to right of
appeal, be considered as conclusive evidence that the amount for

which the order has been made for the payment thereof is due from
the debtor.

The court may fix the period within which the creditors of the
company shall prove their debts or their claims, otharwise they
shall be deprived of their rights to retrieve their debts from

the properties and assets of the company upon distributing them
to the creditors.

Arcticle 304

a)

b)

procedures in order to finalis
shareholding company. <

tions to the extent necessary

o S

2. Submitting any chim or/ﬁaking any legal mea,‘sﬁ'res in the

name of the compan ?on its behalf, in ord\é!“ to collect
its receivables and pfeserve its rights. .QQ

b

The liquidator may carry out any one.pof the following actions and
t}&\liquidation of a public

1. Managing the company, ’ rg

\
3. Entering as a party in all court clai&?QS and proceedings
relating to the company's properties a terests.

4., Appointing any lawyer or expert or any other person to

assist him in performing his duties in liquidat:ing the
company.

Any creditor or debtor may apply to the court ébqut l:he way t:he'
liquidator is exercising his powers indicated in the preceding

paragraph, and the judgement of the court on such an applicat:ion
shall be conclusive.

Article 305’

a)

The liquidator of a public shareholding company undertakes to
comply with the following matters :

1. To deposit the moneys he has received on behalf .of the

company, in the bank which shall be deslgnated by che court
for this purpose.

N

2. To provide the court and the Controller, at the preéc'ribed‘“

times, with a statement of account, duly audited by the
liquidation auditor, showing his receipts and payments as .
liquidator. This account shall not be considered final
except after being approved by the court.

3. To keep accounting books and records, properly organised in

accordance with generally accepted practices for liquidation

procedures, which any creditor or debtor may inspect after
obtaining court approval. -

To summon the creditors or debtors tn grneral meatings to
ascertain their claims and listen to their suggestions.
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S. To observe the orders of the court and the resolutions of
the creditors and debtors, while supervising the properties
and assets of the company and distributing them to its

creditors.

Any person aggrieved by the deeds or acts or decisions of the
liquidator may contest these by applying to the court, which may
uphold or annul or amend such deeds or acts or decisions, and its

decision shall be final.

s order of the court for liquj atiég a public shareholding company
any order it issues duri the. profess of 1liquidation may be
’ealed to thea court of a eak?-in ccordance with the rules and
wditions for appeal lai the civil adjuétcation law in
cce, provided that no vih@:tzon e made to the ggovisions of this
4 concerning the final ord 9 the court. S
&

. S
ticle 307 »
&

er completing the liquidation process p@? a, public shareholding
npany, the court shall issue an order th he company be dissolved,
i the company shall be deemed dissolved” as of the date of .that
ier: The liquidator shall report this order to the Controller who
all publish it in the official gazette, and in at least two local
ily newspapers. Should the liquidator fail to execute this action
thin fourteen days of tha data of tha order, then he shall ba liable
a fine of ten Jordanian dinars for each day during which he is in

fault.

ticle 306

. L -
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Part Fourieen
Supervision Of Companies

Article 308

All companies must strictly abide by the provisions of this law and
observe their memorandum and articles of association, and must
implement the resolutions adopted by their general assemblies. The
Minister and the Controller may take such measures which they deem
suitable to supervise the companies in order to ensure that they
comply with those provisions, contracts, regulations and resolvtions.
The supervision includes the following : .

a) Examining the accounts of the company.

b) Ensuring that the company abides.by hhe objectives for which it
was established.
q<
‘c

Each shareholder and e'ch'<2 in the companies which are
registered per the provisiwns this law, shall have the right to
examine the information andd%cuments related to and\ﬁbncerned with
these companies, and which the Controller keeps. gh shall also have
the right to obtain an authenticated copy qva y one of these
documents against paying the fee stipulated i e regulations issued
pursuant to this law. Q\
&

Article 309 o f
‘ -
1‘

Article 310

Shareholders holding not less than 20Z of the capital of a public
shareholding company, or of a limited partnership in shares, or of a
company with limited liability, may request the Controller to inspect
the company's operations and the books thereof. Such a request may
also be submitted by at least one quarter of the members of the board
of directors to the Controller. Should the Controller be convinced of
the justifications of this request, he shall delegate one or more
experts to perform this task, at the expense of the company. Should
the inspection uncover any violation that necessitates investigation
and verification, then the Minister shall refer the matter to a

.special invest.gation committee which he shall form for this purpose,

under the chairmanship of the Controller, and one of its members shall

be a licensed auditor. The committee shall investigate the-

correctnass of the vzolation prior to referring the matter to the
court.

Article 311

a) The Minister shall, upon a request from the Controller, aésign
the employees of the Companies' Controlling Division at 'the
Ministry, to undertake an audit of a public shareholding.
company's accounts and activities. Those employees are entitled,
in this regard, to inspect the company's registets; books and
documents and shall verify them at the company's headquarters.
They are also eligible to direct any inquiries to the company's
employees and the company's auditors. If the concerned company
refrain from responding, such act as woull be considered as a

~violation of the provisions of this Law: : Ly
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Banks and financial institutions are exempted from the provisions
of para(s) of this article. :

Article 312

a)

b)

If any public shareholding company, or a limited partnership in
shares, or a limited 1iability company, fails to commence its
operations within one year of the date of its registration, then

‘the Minister may, upon the request of the Controller, cancel the

registration thereof, and he shall announca this cancellation in
the official gazette. The responsibility of the promoters
towards others remains in existence
the company's registration did not This action shall not
affact the power of the court to ate\the company whose name

qu,@
has been cancelled from the re stei? {///// _
Ly
Any person may apply to i?;€~w hin three months from the
date of publication of tie n the official gazette, and if
the court is satisfied \that t company was carrying on its
business at the time wh ¥ts name was cancelled from the
register, or if justice demafids that its name be restored to the
register, the court shall order the company's name to be
restored, and the said company shall be considered aﬁstf it was
not cancel}ed, and its existence remains in conting{%&.
o
&
\
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Part Fifteen
Penalties

Article 313

Any person who commits any of the following acts shall be liable to be
penalised by imprisonment from one to three years, and by a fine not
less than one thousand Jordanian dinars and not more than ten thousand

Jordanian dinars :

1. Issuing shares, or share warrants or certificates, or
delivering them to their owners, or offering them for
negotiation, prior to the apprqval of the Articles of
Association of the company and prior o the formation of the
company, or permitting the compa to\increase its capital
before announcing that in tHe oﬂ? ial fazette..

2. Making fictitious s ﬁ ons,7for shares, or accepting
subscriptions therefqre

non existent or unreal\ com "

‘\\
3. Issuing corporate bonds and offering them fbr negotiation
before maturity, in a manner which cons;$§htes a violation
of the provisions of this law. 3
sp

4. Preparing the balance sheet of anﬁghompany and its profit
and loss account in a manner which does not reflect' the true
financial position of the company, or incorporating in the
report of the board of directors, of the company, or in the
report of its auditors incorrect statements, and conveying
to its general assembly incorrect information, or concealing
information and clarifications, which should be clearly
declared by the force of law, with the intention of
concealing the. real status of ‘the company from the '
shareholders or other concerned parties. '

5. 'Distribution of profits which are fictitious or incompatible
with the real position of the company. ) :

b) The penalties stipulated in paragraph (a) of this article shall
be applied to any person who is involved in the illegal deeds
"indicated therein, and is the instigator therefore.

" Article 314

"a) Should a public shareholding company or a limited partnarship in

shares or a limited liability company commit any violation to the
provisions of this law, it shall be penalised by a fine not less
than one thousand Jordanian dinars and ‘fiot more than ten thousand °

- Jordanian dinars, along with nullification of the violating act"
if the court finds merit for that.

b) Should it appear that any one of the companies stated in
paragraph (a) of this article did not maintain proper books of
account prior to its liquidation, then its manager and auditor
shall be deemed guilty of a criminal offense and shall be
penalised by imprisonment for a period not less than one month
and not more than one yeir.

REST AVAILABLE COPY l 7 5
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. Acticle 315

An auditor who violates the provisions of this law by submitting
reports or statements incompatible with the falr position of the
company, shall be deemed to have committed a crime, and shall be
penalised therefore by imprisonment for a period not less than six
months and not more than three years, qQr by a Eine of not less than
ona thousand Jordanian dinars’ or by bpfhNperialtles, and that shall not

preclude subjecting him to the provided for under the
auditing profession laws in force

Article 1216

Every general partner a<SEEn al partnership or in & limited
partnership who defaults zp€uting the amendments made to the
company's articles of asso ion, shall be penalised by a €£fine
amounting to one thousand Jordanian dinars per day for each day the
default continues to exist after the lapse of one montQ from the date
of occurrence of that change. \

9

Article 317 ‘ {g&‘

'nnv person who commits any violation o ?9 provisions of this law or

to any regulation or to any order enact d pursuant. thereto, for which
no special fines has been assigned, shall be liable to pay a fine not
less than one hundred Jordanian dinars and not more than one thousand
Jordanian dinars.

: . BEST AVAILABLE COPY
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Final Provisions

Axticle 318

a) All companies registered pursuant to laws which were in force
befora enacting this law shall ba deemed to be existing, and as
if registered pursuant to thka provisions of this law.

b)

The existing companies shall adjust their positions to render
them compatible with the provisions of this law, and they shall
make the necessary amendments to their memorandum and articles of
association, during a period of six months from the date this law
become effective, and without convening their general assemblies
to approve these amendments. Thegs amendments should be
published in accordance with the progtdix2s provided for in this

law.

Articla 319

The Council of Ministers m

necessary to implement the
following :

a)

ch regulations as may be
of this lav especially tha

%:fgk
roviwion

Determination of the feas to be collected foQSnmplementing the
provisions of this law.

B) Organising the forms relating to th
and other documents stated in this. %ﬁb
Article 320 '

The companias law no. 12 for the year 196&. and the amandments that
ware introduced thereon arae haveby repealed, and the provisions and

stipulations of any other legislation which contravene che provisions
of chis law are also hereby repealed.

Article 121

The Prime Ministar and the Ministers are. responsible for the

. implementation of the prov.sion of this law.

. e,
."‘_.',-..E'.““'-. Ve
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