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1 .  T R E N D S

1.1 M&A Market
M&A activity in Jordan in the past 12 months, in 
common with other areas of business and eco-
nomic activity, has inevitably been impacted by 
the COVID-19 pandemic circumstances. 

M&A deals in Jordan were impacted at the start 
of 2020 by the extensive lockdown measures 
which were in place from mid-March 2020 to 
early June 2020, with a total lockdown in place 
countrywide and which affected the workflow 
and the overall financial situation of both buy-
ers and sellers. Furthermore, M&A litigation was 
impacted due to the periodic court closures 
because of pandemic outbreaks affecting court 
personnel.

Sectors such as those of tourism and hospitality 
in Jordan were hit hard by the lack of business 
activity, and in spite of government support pro-
grammes, such as those by the Social Security 
Corporation (SSC) or local banks (in the form 
of preferential loans or delays in loan repay-
ments) by widespread unemployment. Further, 
consumer consumption has been slowed down 
for “non-essential” goods, supply chains expe-
rienced disruption due to shipment delivery dif-
ficulties and delays, and movement of people 
(especially foreign experts and investors). 

However, albeit slowly, the situation is somehow 
improving following the changes in the lockdown 
restrictions in Jordan, which eased starting from 
early 2021. 

Whilst still hard-hit sectors in Jordan have a long 
way ahead to normality, this firm’s outlook and 
estimation remain positive. It is anticipated that, 
during 2022, Jordan will start to experience an 
increase in deals from foreign buyers, new com-
pany set-ups resulting from domestic mergers 
and more exports for Jordanian companies. 

This is also in line with the GDP growth forecast 
for Jordan by the World Bank, which in January 
2021 was published as a (forecast) 1.8% growth 
in 2021 and 2.0% in 2022. 

The outlook depends much on reforms being 
implemented internally, but also on how soon 
the worldwide socio-economic situation sees an 
overall improvement. 

1.2 Key Trends
Some top trends in Jordan during 2020 can be 
summarised as follows:

• the commencement of digitisation of the 
services offered by the Companies Controller 
Department, at the Ministry of Industry, Trade 
and Supply;

• the new Insolvency Law accompanied by 
the licensing of insolvency practitioners in 
Jordan;

• the commencement of digitisation of the judi-
cial services in Jordan;

• the various Orders issued by the Jordanian 
Government as part of the enactment of the 
Defence Law No 13/1992;

• changes in the investment framework and 
relevant regulations; 

• increase in the set-up of small- and medium-
sized enterprises; 

• e-commerce;
• education moving to e-education;
• protection from cybersecurity threats. 

The aforementioned trends may be considered 
as driving factors that are expected to assist in 
moving forward with M&A deals in Jordan; as 
distressed business will have a clearer legal 
framework to come out of an adverse financial 
situation, investors will be more motivated to 
consider deal-making in Jordan due to the digi-
talisation of the relevant company services and 
the court proceedings. 
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At the domestic level, undoubtedly the surge of 
e-commerce transactions in Jordan during 2020 
and 2021 will create more employment oppor-
tunities, more corporate set-ups and possibly 
mergers in the domestic market. 

On the factors that will contribute and encourage 
more M&A deals in Jordan, it is considered that: 

• the widespread vaccination programme 
which is at present taking place in Jordan 
and which, when combined with vaccination 
deployment programmes in major jurisdic-
tions such as those of the USA and the UK, 
are anticipated to ease movement of goods 
and people;

• the changes towards digitisation of key sec-
tors in Jordan will hopefully ease formalities 
and thus attract more foreign investment and 
merger interest from foreign companies in 
Jordan; 

• international movement of people will revive 
the hard-hit sectors of tourism and hospitality 
which in turn will increase domestic mergers 
in the areas of tourism, hospitality and food 
industry. 

However, it is worth noting that the foregoing 
is a perception of the M&A situation in Jordan 
until the date of publication (5 April 2021) and it 
has yet to be seen how the situation will evolve 
during the remainder of 2021, both in its socio-
economic context and the overall political situ-
ation of the country and the region. 

1.3 Key Industries
Key Industries for M&A Activity in Jordan 
during the past 12 months
During the past 12 months in Jordan, the M&A 
activity in industries such as tourism and the 
hospitality sector came to nearly a standstill 
due to the pandemic. The ride-hail application 
industry has been affected, and restaurants and 
the hotels industry, too. 

However, some M&A activity continued in the 
sectors of renewable energy, commodities and 
foreign investment. 

Key Industries for M&A Activity in Jordan in 
the next 12 months
In terms of anticipated M&A deals, those are 
expected primarily in relation to alternative 
forms of energy/green energy and environmen-
tally friendly solutions, IT solutions, direct foreign 
investment or in partnership with domestic play-
ers, and increased government participation in 
investments and merger deals. 

2 .  O V E R V I E W  O F 
R E G U L AT O R Y  F I E L D

2.1 Acquiring a Company
Steps for Acquiring a Company in the 
Hashemite Kingdom of Jordan
A company may acquire another company 
(regardless of its type) in the Hashemite King-
dom of Jordan by following these procedures:

• a decision is issued by the extraordinary Gen-
eral Assembly of the buyer company approv-
ing the ownership of another company’s 
shareholder shares; 

• a decision is issued by the extraordinary Gen-
eral Assembly of the seller company approv-
ing the selling of its shareholders’ shares to 
another company; 

• completion of the stipulated approval, regis-
tration and publication procedures to transfer 
the shares of the shareholders of the compa-
ny that decided to sell to the acquirer compa-
ny. That ownership shall not be considered to 
have reached closure until its registration and 
authentication are completed, in accordance 
with the provisions of the Jordanian Compa-
nies Law No 22/1997 and its amendments; 

• the buyer company shall pay the value of 
the shares that has been agreed upon to the 
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seller company; the amount will be deposited 
in a special account in order to be distributed 
among shareholders registered with it on the 
date of the General Assembly issuing the 
decision to sell their shares; 

• the company of which the shares have 
become acquired by new shareholders shall 
invite the General Assembly to realise the 
necessary amendments to its articles and 
memorandum of association and to elect a 
new Board of Directors.

2.2 Primary Regulators
The Primary Regulators for M&A in the 
Hashemite Kingdom of Jordan
The primary regulators for M&A activity are the 
Jordanian Companies Law No 22/1997 and 
its amendments and the Securities Law No 
18/2017. However, there are a few sectors that 
are distinguished by having special instructions 
for M&A activity, which is separate from this law, 
such as the Insurance Sector.

2.3 Restrictions on Foreign Investments
Restrictions on Foreign Investments in the 
Hashemite Kingdom of Jordan
Pursuant to the Non-Jordanian Investment 
Regulation of 2016, restrictions are imposed on 
foreign investment by means of closed sectors 
in which it is not allowed for a foreign investor to 
own fully or contribute in whole or in part to it, 
such as, but not limited to, bakeries of all kinds, 
trade in weapons and investigation and secu-
rity services. In addition, there are some sectors 
in which the percentage of the foreign investor 
contribution shall not exceed 50% of the total 
capital of the company, such as engineering 
consulting and services.

2.4 Antitrust Regulations
Antitrust Regulations in the Hashemite 
Kingdom of Jordan
Some examples of antitrust regulation that 
applies to business combinations in Jordan are 
as follows:

• the Jordanian Competition Law No 33/2004 
and its amendments;

• the Companies Law No 22/1997 and its 
amendments;

• the Medicines and Pharmacy Law No 
12/2014 and its amendments;

• instructions for rules to encourage competi-
tion among investors in the civil aviation sec-
tor No 2/2007.

2.5 Labour Law Regulations
Legislation of Interest to Foreign and 
Domestic Investors
Labour Law No (8)/1996 and its amendments 
states what the acquirers shall primarily be con-
cerned about in Jordan, as follows.

• Employment contracts remain in full effect, 
regardless of the change of the employer 
resulting from the sale of the project or its 
transfer by way of inheritance or merger of 
the company, or for any other reason. In all 
those cases, the original and the new busi-
ness owner remain jointly responsible, for 
a period of six months, for the implementa-
tion of the obligations resulting from valid 
employment contracts prior to the date of 
the change or after the expiry. After the six 
months have elapsed, the new employer 
bears the responsibility alone.

• It is not permissible to dismiss an employee 
during the period of change or in the six 
months from informing the employees of 
the decision to sell the company to a new 
employer, unless the employee has either 
committed any of the acts mentioned in the 
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Labour Law or the parties have mutually 
agreed to terminate the employment.

• In addition to the foregoing, the Jordanian 
Companies Law stipulates that all the rights 
and obligations of the merging companies 
shall be automatically transferred to the merg-
ing company (or the company resulting from 
the merger) following the completion of the 
merger procedures and the registration of the 
company. That means that the merged com-
pany (or the new company resulting from the 
merger) is the legal successor to the acquired 
company and it replaces it in all its rights and 
obligations.

2.6 National Security Review
National Review of Acquisitions in the 
Hashemite Kingdom of Jordan
Although there is no direct national security 
review on the subject of acquisitions in Jordan, 
there could be an indirect approach to this mat-
ter. Acquisitions of Jordanian companies by 
foreign individuals or companies are limited by 
the Jordanian Investment Law No 30/2014 and 
the Non-Jordanian Investments Regulation No 
77/2016 and its amendments, pursuant to which 
any acquisition of foreign ownership requires a 
governmental approval due to national security 
concerns. Therefore, it is inferred that the restric-
tions on foreign ownership of Jordanian com-
panies in Jordan is an indirect national security 
review of acquisitions in Jordan.

3 .  R E C E N T  L E G A L 
D E V E L O P M E N T S

3.1	 Significant	Court	Decisions	or	Legal	
Developments
The most Significant Court Decisions in the 
past Three Years Related to M&A in Jordan
The decisions issued by the Court of Cassa-
tion in Jordan (a civil law jurisdiction) play an 
important role, albeit a persuasive one. Of the 

few decisions issued recently in connection with 
M&A transactions, the Court of Cassation Deci-
sion No 3059/2019 dated 16 March 2020 is a 
notable judicial ruling. 

The merging company claimed for refund of the 
stamp fees it paid on the new capital after the 
merger. This claim raised a legal issue of whether 
or not the merging company is exempted from 
all taxes and fees. 

The appellate court ruled that the company is 
not exempted from paying the stamp duties 
since they were not included in the Council of 
Ministers Decision that was issued in accord-
ance with Investment Law No 30/2014.

The Cassation Court overturned the previous 
decision and concluded that the Companies 
Law No 22/1997 should be applied. It also deter-
mined the scope of tax exemption in Article 224 
of the Law through the application of a legal and 
jurisprudential rule known as: “An unconditional 
provision shall be so construed unless there 
is evidence restricting it.” Therefore, the court 
decided that Article 224 is an unconditional 
provision and if the legislator meant to exclude 
certain taxes it would have stated that explicitly. 

The rationale behind the significance of this 
decision can be summarised into two points:

• it removed any uncertainty related to the 
scope of tax exemption; 

• it addressed conflict of laws in M&A disputes 
and whether or not ministerial decisions can 
alter the scope of exemption. 

3.2	 Significant	Changes	to	Takeover	
Law
The takeover law in Jordan is mainly governed 
by the Companies Law No 22/1997, the Securi-
ties Law No 18/2017, and Instructions of Issuing 
Companies Disclosure, Accounting and Auditing 
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Standards for the year 2017. Furthermore, the 
responsible authorities overseeing this area of 
law are the Jordan Securities Commission (JSC) 
and the Competition Directorate at the Ministry 
of Industry, Trade, and Supply. 

The general legislation has not undergone any 
review in a way that can result in significant 
changes, thus no change is expected in the 
coming 12 months. However, the Instructions 
for the Year 2017 by the Securities Commission 
are currently under review.

Moving on, in light of the COVID-19 pandem-
ic, however, the Jordanian Defence Law No 
13/1992, has been activated, inter alia, in order 
to mitigate the contracts that have been affected 
by the pandemic. Finally, one should note that 
Jordan has in place a general legal framework 
to abide by but, in conjunction, it has adopted a 
self-regulatory approach for companies to gov-
ern themselves by way of their articles of asso-
ciation, memoranda of association, and Share-
holders’ Agreements.

4 .  S TA K E B U I L D I N G

4.1 Principal Stakebuilding Strategies
The principal stakebuilding strategy used in 
Jordan is the concept of Block Trade and it is 
governed by the Directives of Trading with Secu-
rities at the Amman Stock Exchange for the Year 
2018. Issued by virtue of the provisions of Article 
A/70 of the Securities Law No 18/2017 and Arti-
cle 8 of the article of association of the Amman 
Stock Exchange company as adopted by the 
decision of the Board of Commissioners of the 
Jordan Securities Commission No 224/2018 on 
05/07/2018.

4.2	 Material	Shareholding	Disclosure	
Threshold
A Material Shareholding under Jordanian laws is 
commonly referred to as “acquiring a substantial 
block of shares”. Article 13 of the Instructions 
for the Year 2017 by the Securities Commis-
sion states that investors seeking to acquire a 
substantial block of shares surpassing the 5% 
threshold are under an obligation to disclose the 
transaction before the Competition Directorate 
within seven days of doing so. The reasoning 
behind this is that, once an investor acquires 
more than 5%, they are deemed to be an insid-
er; thus, any such acquisition must be made 
known to the competent authority. Further, the 
Article also states that if the investor is acquiring 
more than 10%, an obligation to disclose the 
motive behind the decision as well is imposed. 
It is important to note, however, that there is no 
requirement to disclose the transaction in ques-
tion either in a local newspaper or in the official 
gazette.

4.3 Hurdles to Stakebuilding
Under Jordanian laws, a company is free to 
introduce different rules as long as they do not 
contradict the relevant laws; as such, a company 
is free to introduce lower disclosure thresholds 
in the articles of incorporation or its by-laws, 
as it provides more transparency and imposes 
stricter rules than that which the law dictates. 
However, companies cannot increase the disclo-
sure thresholds as that can be seen to contradict 
the relevant laws. Thus, for example, the 10% 
threshold stipulated in Article 13 of the Instruc-
tions for the Year 2017 can be changed in the 
articles of incorporation, obliging investors to 
disclose at 9%; however, it cannot be raised as 
high as 15%, as that would be deemed unlawful 
by the JSC.

4.4 Dealings in Derivatives
The term used in the Jordanian Financial Mar-
ket is “securities” and their use is permissible 
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as long as it has been approved by the Board 
of Commissioners of the Commission. Article 3 
of the Securities Law stipulates what the term 
“securities” shall include, for example, spot con-
tracts and forward contracts, as well as bonds 
issued by companies. However, Article 4 of the 
aforementioned law sets out what is not deemed 
as securities, thus making their use impermissi-
ble, such as commercial papers, insurance poli-
cies, and documentary instruments exclusively 
traded among banks.

4.5 Filing/Reporting Obligations
Article 5 of the Securities Law states that every 
issuer of a security must submit an application 
to the JSC to register the securities in accord-
ance with the relevant instructions issued by the 
Board of Commissioners of the Commission. 

4.6 Transparency
The Shareholders General Assembly, pursu-
ant to Article 34 of the Securities Law, must 
file a prospectus with the JSC, explaining the 
reasoning that allowed them to reach the deci-
sion to make an investment, in addition to all 
the relevant information and data used. This 
only applies to Public Offers and Public Takeo-
ver Offers, defined in Article 2/(20) and Article 2/
(21) of the Securities Law, respectively. However, 
Article 36 of the same law sets out specific situa-
tions which allow the investor to be exempt from 
submitting a prospectus, such as “if the monies 
intended to be raised by the offer are limited”, for 
example. It is crucial to note, however, that when 
an acquisition concerns banks, the purpose and 
intention must always be made known. 

5 .  N E G O T I AT I O N  P H A S E

5.1 Requirement to Disclose a Deal
Time of Disclosing a Deal
Experience shows that a deal is required to 
be disclosed when definitive agreements are 

signed, whereby the disclosure of the deal shall 
affect many rights and obligations, such as the 
employment contracts and the lease contracts. 

5.2 Market Practice on Timing
The Right Time of Disclosure
As per market practice, the disclosure of the 
legal requirements will take place prior to any 
other disclosure in order to proceed with a due 
diligence. That will enable the buyer to conduct 
a study on the company’s contracts, agree-
ments and financial matters of the company to 
be merged, for the purposes of evaluating the 
acquisition process of the company and deter-
mining whether or not to proceed with the trans-
action.

5.3 Scope of Due Diligence
The scope of due diligence in the Hashemite 
Kingdom of Jordan is as follows: 

• checks on corporate records and laws and 
regulations such as articles and memoran-
dum of association of the target company 
and all amendments, thereto, the company’s 
certificate of registration, shares certificates 
and Board of Directors’ authorities, a list of 
all subsidiaries and other entities (includ-
ing partnerships) in which the company has 
an equity interest, an organisational chart 
showing ownership of such entities, and any 
agreements relating to the company’s inter-
est in any such entity, resolutions of General 
Assembly and Board of Directors and others;

• material corporate agreements/documents 
such as agreements to which the company 
is a party, general agreements, documents 
relating to operations and insurance policies, 
if any;

• property (real property and intellectual prop-
erty);

• employees (information relating to employees, 
compensation and benefits);
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• litigation and arbitration, such as copies of 
any pleadings or correspondence for pend-
ing or prior lawsuits involving the company, 
whether plaintiff or defendant, copies of all 
licences, permits, certificates, authorisations, 
registrations, concessions, approvals, exemp-
tions and other operating authorities from all 
governmental authorities and any applications 
therefore, and a description of any pending 
contemplated or threatened changes in the 
foregoing, summary of disputes with sup-
pliers, competitors, or customers, decrees, 
orders or judgments of courts or govern-
mental agencies, settlement documentation, 
any reports or correspondence related to the 
infringement by the company or a third party 
of intellectual property rights.

The scope of the due diligence has not been 
impacted by the pandemic, however; since there 
have been periods of lockdown in Jordan, the 
verification process in the due diligence has 
become electronic in some cases, by placing the 
required documents in an electronic data room, 
made accessible via login with username and 
password credentials.

5.4 Standstills or Exclusivity
The Jordanian Law and legal framework do not 
negate the existence of standstills or exclusivity 
agreements; hence, they are permissible. Fur-
thermore, as seen in various deals, exclusivity 
agreements are used in practice. 

5.5	 Definitive	Agreements
Definitive agreements are permissible and com-
mon practice in Jordan; however, in practice, the 
parties tend not to disclose the details, terms 
and conditions contained in such agreements.

6 .  S T R U C T U R I N G

6.1	 Length	of	Process	for	Acquisition/
Sale
The Actual Period for the Acquisition/Sale of 
a Business, Routinely and in the Pandemic
The process generally for acquiring/selling a 
business in Jordan depends on the due dili-
gence process, and experience shows that it is 
estimated to take between one to six months 
to completed. In addition, the duration of the 
merger process is estimated within a period 
not exceeding 90 days from the date of sub-
mitting the merger application to the Compa-
nies Controller Department, where the Minister 
of the Ministry of Industry, Trade and Supply 
may extend this period for a similar period if it is 
deemed necessary.

Despite the foregoing, following the pandemic, 
the aforementioned period has become some-
how longer than in the past, due to the govern-
mental measures that have been implemented 
to deal with the pandemic in Jordan. Some 
examples of pandemic-induced factors that 
contribute to major delays in practice and are 
an impediment to the deal closing process are: 
having in place a lockdown system for several 
weeks, closure of a number of facilities for the 
purpose of sterilisation in the event that a num-
ber of employees were infected with COVID-19, 
the number of the employees in the government 
facilities, not exceeding 30% of the total employ-
ment force, international courier and shipment 
delays when the buyer is located outside Jordan 
and has to send over legalised documentation. 

6.2	 Mandatory	Offer	Threshold
There is no mandatory threshold for the offer in 
Jordan, whereby the offer is subject only to the 
parties’ decision.
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6.3 Consideration
Consideration in Jordan
Both cash and shares are used as a considera-
tion in Jordan; however, cash is more common 
than shares. 

With regard to the common tools that are used 
to bridge the value gap between parties in a 
high valuation uncertainty, and, since that is not 
addressed in the Companies Law, it becomes a 
commercial element subject to the agreement 
of both parties. Examples of such tools include:

• warrants – issuing warrants means that the 
buyer agrees to the price requested by the 
owner on the condition that the buyer has a 
warrant to buy more shares in the company. 
The warrant can be used whenever the buyer 
company does not achieve the agreed-upon 
conditions;

• escrow arrangement – this is used in situa-
tions where a buyer may have identified risks 
that can have a financial impact on the value 
of the target company (such as pending court 
cases). The buyer can agree to deposit a por-
tion of the price in an escrow account and to 
pay the remaining amount upon the resolution 
of the risk, without financial damage.

6.4 Common Conditions for a Takeover 
Offer
Common Conditions for a Takeover Offer in 
the Hashemite Kingdom of Jordan
The Jordanian regulator did not restrict the use 
of offer conditions, which is subject to the mutu-
al agreement of the parties. However, there are 
some common conditions for a takeover offer, 
as follows:

• the offered price;
• the type of consideration (cash or shares);
• the number of target shares;
• the minimum quota for shareholder approval;

• the condition that no event has occurred or 
will occur between the announcement of the 
offer or the signing of a merger agreement 
and the time at which the bidder is to pur-
chase the shares or complete the transaction 
that might have a negative impact on the 
purchased shares;

• the condition that the company must comply 
with its representations, guarantees, warran-
ties, or conditions in the merger agreement;

• the condition that all required regulatory 
approvals must be obtained for the merger to 
be completed.

6.5 Minimum Acceptance Conditions
There are no minimum acceptance conditions 
(ie, the relevant control thresholds) for tender 
offers under Jordanian law. That leaves the mini-
mum requirements open to the interpretation of 
the will of both parties, which allows for flexibility 
of offer conditions, as well as the enforcement 
of the will of both parties to its utmost extent.

6.6 Requirement to Obtain Financing
The legal framework governing this area of law 
does not impose an obligation on the bidder 
to obtain proof of financing prior to the merger 
agreement; however, the law does not prohibit 
including such in an arrangement. Therefore, 
parties can opt to add an obligation to obtain 
financing. 

6.7 Types of Deal Security Measures
Match rights, non-solicitation provisions, and 
letters of intent are permissible and are often 
sought out within deals in Jordan. Break-up fees 
are often implemented in the case of rejection or 
refusal by the competent authority. Regarding 
contractual considerations as a result of the pan-
demic, no explicit tools concerning mergers and 
acquisitions have been put in place; however, 
Article 11 of the Defence Law No 13/1992 allows 
for affected ongoing contracts to be suspended 
if they have become impossible to execute, and 
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the defaulting party shall not be deemed to be 
in breach. The suspension shall be considered 
a valid defence in any suit against the defaulting 
party, as it was upheld in the Court of Cassation 
Decision No 1473/2016.

6.8	 Additional	Governance	Rights
In a private shareholding company, the company 
may issue various types and classes of shares, 
which differ in their terms of nominal value, vot-
ing force and method of profit-and-loss distri-
bution among shareholders. Those shares also 
differ in respect of their rights and priorities 
upon liquidation and their aptitude to be con-
verted into other types of shares besides their 
related rights, advantages, priorities and other 
restrictions. Therefore, the opinion of this firm is 
that the bidder must seek to own a good type of 
shares such as gold or silver shares that would 
grant him or her the ability to attend or vote at 
the General Assembly meeting and the ability to 
run for membership of the Board of Directors.

In a limited liability company, the bidder may 
seek corporate governance rights, such as a 
membership of the Board of Directors and/or a 
General Manager position or to be included in 
the authorised signatories of the company.

6.9 Voting by Proxy
In accordance with Articles 64, 79 bis, 179 of the 
Companies Law, shareholders can vote by proxy 
in Jordan, as long as the shareholder is going to 
submit a written proxy.

6.10	 Squeeze-Out	Mechanisms
While drag-along rights are common practice in 
Jordan, the law awards a great deal of protec-
tion to minority shareholders from being discrim-
inated against by the majority shareholders. This 
is seen in various areas of different legislation; 
however, the most prominent is Article 235/(b) of 
the Companies Law. This Article allows minor-
ity shareholders and the Board of Directors to 

contest a deal before the Court of First Instance 
in the cases where the deal involves an arbi-
trary use of rights or a direct personal interest 
of the majority shareholders at the expense of 
the minority. 

6.11 Irrevocable Commitments
In Jordan, it is very rare to obtain irrevocable 
commitments to tender or vote by principal 
shareholders of the target company, especially 
as evidenced by the prohibiting approach of 
anti-competitive practices. Furthermore, Article 
173 of the Companies Law states that the legal 
quorum of the extraordinary General Assem-
bly meeting, wherein decisions to carry out a 
merger or an acquisition take place, is one half 
of the subscribed shares, thus a vote by prin-
cipal shareholders is not feasible. Negotiations 
normally commence and are undertaken before 
the deal is finalised. Moreover, it is not common 
market practice for the principal shareholder to 
be provided with “an out”, should a better offer 
be made. 

7 .  D I S C L O S U R E

7.1 Making a Bid Public
In the case of a takeover of a company listed 
on the Amman Stock Exchange, a bid is made 
public in two scenarios, namely a Public Offer 
and a Public Takeover Offer. A Public offer is “an 
offer for the sale of any security to more than 
thirty persons of the public, including public 
issuance and public subscription”, whereas the 
Public Takeover Offer is when a bid to purchase 
exceeds the 40% threshold. Both scenarios 
require a prospectus, as previously discussed, 
to be filed before the competent authority, and 
must be addressed to all owners of such securi-
ties. 

With regard to the merger of companies, an 
application must be submitted to the Compa-
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nies General Controller; however, it will only be 
referred to the Minister of Industry, Trade, and 
Supply if the merger pertains to a Public Share-
holding Company or will result in one, as stated 
in Article 227 of the Companies Law. Further-
more, Article 226 of the Companies Law states 
that the Board of Directors must notify the Con-
troller, the Commission, the Market, and the 
Depository Centre within ten days of the date of 
issuing the merger decision. 

7.2 Type of Disclosure Required
When two companies have decided to combine 
their businesses, also known as a merger under 
the Jordanian Companies Law, the requirements 
of the application are set out in Article 225 of 
the Companies Law. Those requirements shall 
include the decision of the General Assembly 
of each company approving the merger and the 
terms set out in the merger agreement. 

7.3 Producing Financial Statements
The Corporate Governance Code for Sharehold-
ing Companies states that produced financial 
statements must be prepared in accordance with 
the International Financial Reporting Standards 
(IFRS). Each company wishing to merge must 
submit audited financial statements of the last 
two fiscal years, in addition to an audited finan-
cial position statement, and, finally, a preliminary 
evaluation of the assets and liabilities at market 
value, as per Article 225 of the Companies Law. 

7.4 Transaction Documents
Parties must produce their audited financial 
statements in full, in accordance with Article 225 
of the Companies Law.

8 .  D U T I E S  O F  D I R E C T O R S

8.1 Principal Directors’ Duties
The principal directors’ duties in a business 
combination, pursuant to the Companies Law, 
are:

• inviting the company’s shareholders to an 
Extraordinary General Assembly meeting 
to discuss and approve the decision of the 
merger;

• notifying the Controller, the Commission, the 
Amman Stock Exchange, and the Depository 
Centre within ten days of the date of issuing 
the merger decision; 

• the Minister of Ministry of Industry, Trade 
and Supply shall form an executive commit-
tee from the chairmen and members of the 
Boards of Directors of the companies wishing 
to merge, or of their managers, as the case 
may be, and the companies’ auditors, in order 
to realise the executive procedures for the 
merger and in particular the following: 

• determining the shares of the sharehold-
ers, or the partners’ interests in the merged 
companies based on the evaluation made by 
the Evaluation Committee stipulated in the 
Companies Law;

• amending the articles and memorandum of 
association of the merging company if that is 
an existing company, or preparing the memo-
randum and articles of association for the 
new company emerging from the merger;

• inviting a shareholders’ extraordinary General 
Assembly for each of the companies entering 
the merger, in order to approve the follow-
ing, provided that decisions are taken with a 
majority of 75% of the shares represented for 
each company separately: 
(a) the articles and memorandum of associa-

tion of the new company (or the amended 
articles and memorandum of association 
of the merging company, as applicable); 

(b) the results of the re-evaluation of the as-
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sets and liabilities of the companies, and 
the opening balance sheet for the new 
company resulting from the merger; 

(c) the final approval on the merger;
(d) furnishing the Controller with the minutes 

of the meeting of the General Assembly 
of each company, within seven days from 
the date of the meeting.

(e) Based on the foregoing, the understanding 
is that the directors’ duties are owed to all 
stakeholders and not only to the sharehold-
ers.

8.2 Special or Ad Hoc Committees
It is allowed under Jordanian laws for Boards of 
Directors to establish special or ad hoc commit-
tees in business combinations for the purpose 
of implementing the company’s work, such as 
the Procurement Committee for the purchase of 
materials and goods.

However, the general rule of the prohibitions 
imposed on members of the Board of Directors 
states that the chairman of the Board of Directors 
of any company, and its members, may not have 
a direct or an indirect interest in the contracts, 
projects and relationships which are concluded 
by the company or on its behalf. Therefore, no 
such committees are formed when a director 
has a conflict of interest, as that is prohibited, in 
accordance with the Companies Law. 

8.3 Business Judgement Rule
Although there is no provision in the law that pre-
vents the courts from deferring to the judgement 
of the Board of Directors in takeover situations, 
this is not an approach that is mandatory to be 
followed by the Jordanian courts. The courts will 
examine each lawsuit on a case-by-case basis, 
with no presumption or requirement to abide by 
this doctrine. 

It should be noted that contesting the legality 
of the merger shall not suspend the continua-

tion thereof until the issuance of a final judicial 
decision deeming the merger invalid. The court, 
when considering a claim of invalidity for the 
merger, may determine, at its sole discretion, a 
certain period for the party concerned to take the 
necessary procedures to correct the causes that 
led to the invalidity being contested. Further, the 
court may dismiss the claim for invalidity should 
the concerned party adjust its position prior to 
the court issuing the judgment, in accordance 
with the Companies Law. 

8.4 Independent Outside Advice
Financial advisers and legal advisers are con-
sidered an example of a source of independent 
outside advice that is commonly given to direc-
tors in a business combination in Jordan.

8.5	 Conflicts	of	Interest
Conflicts of interest of directors, managers, 
shareholders or advisers have been the subject 
of judicial or other scrutiny in Jordan and the 
Court of Cassation has issued a number of deci-
sions on this matter. For example, the Jordanian 
Court of Cassation Decision No 4202/2010 of 27 
April 2011, ruled the defendant (former employ-
ee) to pay a fair compensation to the company 
(the plaintiff) in which the defendant used to 
occupy the post of company director. The case 
entailed the defendant taking a commission from 
the company for the purpose of exporting raw 
materials, without the plaintiff’s knowledge and 
without any authorisation by the company. The 
aforementioned indicated that the defendant had 
a direct interest in the plaintiff, albeit the Com-
panies Law expressly prohibiting such action. 
The court found that the defendant’s action had 
severely damaged the plaintiff’s reputation and 
business relations and thus ruled for the pay-
ment of a compensation by the defendant to the 
company.
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9 .  D E F E N S I V E  M E A S U R E S

9.1	 Hostile	Tender	Offers
Article 5 of the Competition Law No 33/2004, 
prohibits “anti-competitive practices” which 
would hinder competition in Jordan. Particu-
lar attention is drawn to Article 5/(A)/(5) of the 
Competition Law, which states that “collusion 
in tenders or bids, whether in overbidding or 
underbidding” shall amount to anti-competitive 
practice.

9.2 Directors’ Use of Defensive 
Measures
Article 175 of the Companies Law states that any 
matter related to the company, including the sale 
of shares, merger and acquisition of the com-
pany, is a matter to be discussed and decided 
upon in the General Assembly’s extraordinary 
meeting. However, it is important to note that the 
Board of Directors is still expected to act in good 
faith and in the interest of the company, as seen 
in the Jordanian Corporate Governance Codes 
published as guidance for companies.

9.3 Common Defensive Measures
Due to the matter falling within the jurisdiction 
of the General Assembly, the Board of Directors 
does not have the authority to use defensive 
measures against a tender offer. 

9.4 Directors’ Duties
Due to the matter falling within the jurisdiction 
of the General Assembly, duties owed by the 
Board of Directors to the company when enact-
ing defensive measures are not applicable in 
Jordan.

9.5 Directors’ Ability to “Just Say No”
In a business combination in Jordan, directors 
do not have the authority to “say no” per se. 
Nevertheless, Article 37 of the Securities Law 
states that if the company is a shareholding 
company, both public and/or private, the pro-

spectus mentioned previously, that must be 
submitted for the approval of the JSC, must be 
signed by the majority of the members of the 
Board of Directors of the issuing company. Thus, 
if the majority refused to sign the prospectus, it 
would lack one of the requirements that must be 
fulfilled before the JSC is able to assess the pro-
spectus to make a decision. As such, it can be 
inferred that the Board of Directors possesses 
an indirect power to “just say no” to a business 
combination.

1 0 .  L I T I G AT I O N

10.1 Frequency of Litigation
Frequency of Litigation
Undoubtedly, M&A deals, whether in Jordan or 
elsewhere, do not please all parties and may in 
turn lead to disputes. However, litigation (as a 
type of dispute resolution) in connection with 
M&A deals is not common in Jordan. This can 
be attributed to several reasons, including the 
parties’ preference to settle disputes amicably 
and the various legal mechanisms stipulated in 
the law.

Legal Mechanisms 
The Law states several legal mechanisms that 
enable parties to voice their objection and to 
challenge the validity of M&A deals. 

On one hand, it recognises the right to object 
administratively to the Minister. In the case that 
the objections were not settled within a certain 
time, the objector has the right to contest the 
merger before the court. Through an examina-
tion of M&A-related rulings, it can be said that 
most objections are settled and are not litigated. 

On the other hand, it is possible to challenge the 
validity of the merger directly before the court if 
it contradicts public order or the law. 
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10.2 Stage of Deal
Stage of deal
Notwithstanding that litigation in connection with 
M&A transactions is not common in Jordan, the 
litigated disputes are brought at two stages of 
the deal.

Before the completion of the merger
This occurs only if the objections to the Minis-
ter were not settled within the stipulated period. 
Hardly any rulings could be found for disputes 
at this stage. 

Post completion of the merger
Litigation is commonly brought at this stage, as 
the law only allows cases to be filed after the 
announcement of the final merger, except for 
the cases filed when the administrative objec-
tion is not settled. Through an analysis of pub-
lished judicial rulings issued in relation to M&A 
disputes, the main disputes can be divided into 
the following categories: 

• the incompletion of the legal procedures; 
• disputes related to the Evaluation committee, 

such as: 
• not including specialised and experienced 

persons;
• not submitting its report within the stipulated 

period; 
• an essential and clear discrepancy in the 

evaluation of the shareholder’s equity; 
• disputes related to the rights and obligations 

of the companies, such as:
• the rights of the merger company’s employ-

ees. Courts ruled that the merger does not 
affect employment contracts;

• continuation/termination of tenancy con-
tracts. Courts tended to terminate these 
contracts; 

• the outcome of trade-mark applications sub-
mitted by the merger company; 

• refund of taxes.

10.3 “Broken-Deal” Disputes
“Broken-Deal” Disputes in Early 2020
The coronavirus pandemic has affected the 
economy as a whole and impeded the comple-
tion of many transactions. M&A transactions are 
no exception, and certainly those that started 
in early 2020 were suspended, affected by the 
lockdown measures. 

However, and for the reasons stated previously, 
and in light of the absence of any published 
material about disputes relating to pending 
transactions, it can be said that companies most 
likely have learned to expect or/and foresee the 
occurrence of unusual events that might affect 
their deals and interfere with the settlement of 
their disputes. 

1 1 .  A C T I V I S M

11.1	 Shareholder	Activism
Shareholder Activism
Shareholder activism as a term is not broadly 
known in Jordan, and accordingly it cannot be 
classified as an important force. What is under-
stood by this term, through the knowledge of the 
relevant comparative legislations, is that it refers 
to the shareholders’ efforts to make a change in 
the operation of the company or to influence its 
decisions. 

The foreignness of this concept does not ulti-
mately mean that it cannot be practised or that 
shareholders in Jordan cannot exert pressure 
on the companies. Conversely, shareholders in 
Jordan enjoy a wide variety of rights (particularly 
the right to vote and to approve fundamental 
matters) protected by several legislative tools, 
which enable them to do so. 

It should be highlighted that the Jordanian Cor-
porate Governance Code protects minority 
rights and ensures equitable treatment of share-



LAw	AND	PRACTICe	 JORDAN
Contributed by: Yotta Pantoula-Bulmer, Omar Abu Ayyash, Khalid Mousa and Rawan Alameddin, 

Hammouri & Partners Law Firm

16

holders, including an equal opportunity to par-
ticipate in the assembly meetings, and fair voting 
rights. Additionally, it emphasises the taking of 
all necessary measures to ensure the involve-
ment and effective participation of shareholders. 

11.2 Aims of Activists
Aims of “Activists”
As previously stated, “shareholder activists” 
do not exist in Jordan. However, sharehold-
ers as members of the General Assembly can 
still encourage companies to enter into various 
transactions, including M&A transactions, spin-
offs or major divestitures. 

In fact, under Jordanian laws the discussion and 
approval of such fundamental matters are only 
permissible:

• in an extraordinary General Assembly meet-
ing; and 

• if such matters were stated in the agenda/
invitation for the meeting. 

The Impact of the Pandemic
The pandemic affected the meetings of the 
General Assembly, as the Jordanian Govern-
ment imposed a comprehensive lockdown and 
issued Defence Order No 5, which suspended 
the provisions of the Law regulating these meet-
ings during the imposition of the Defence Law. 

In early April 2020, the Minister of Industry, Trade 
and Supply issued procedures that cancelled all 
scheduled meetings, as well as regulated and 
allowed such meetings to be held during the 
lockdown period through visual and electronic 
communication only if the need arose and/or 
where the interest of the national economy so 
required. 

11.3	 Interference	with	Completion
Interference with Completion
As previously stated, the term “shareholder 
activists” is not in use in Jordan. However, it 
can be said that dissenting shareholders seek 
to interfere with the completion of M&A transac-
tions, especially since the law does not regulate 
the submittal of an exit request nor does it oblige 
the company to buy their shares. Also, others 
such as corporate bond-holders and the credi-
tors of the merger or the merging companies 
are most likely to interfere to avoid any possible 
damages caused by the merger. 

Accordingly, the law grants all the aforemen-
tioned parties the right to object to the Minister 
within 30 days of the date of the announcement 
of the merger in the local newspapers. This 
provides them with the opportunity to interfere 
with the completion of announced transactions 
through an administrative objection. 

Nevertheless, it should be noted that neither 
objections nor court cases suspend the deci-
sion to merge or the continuation of the merger, 
but rather a final judicial decision deeming the 
merger invalid may do so. 



17

JORDAN  Law and Practice
Contributed by: Yotta Pantoula-Bulmer, Omar Abu Ayyash, Khalid Mousa and Rawan Alameddin, 
Hammouri & Partners Law Firm 

Hammouri & Partners Law Firm is a promi-
nent multi-practice law firm established in 1994 
in Amman, offering its diversified legal services 
through the firm’s three departments, namely, 
the litigation department, the corporate depart-
ment and the international department, with the 
support of 25 legal experts, as well as a number 
of other qualified professionals who support the 
firm’s operations. The firm’s client portfolio in-
cludes numerous major Jordanian entities and 
public shareholding companies, as well as gov-
ernmental institutions and international clients, 
including Fortune Global 500 companies. Ham-
mouri and Partners offers advice on legal mat-
ters related to an array of sectors and industries, 
including the full spectrum of M&A, banking 
and finance, corporate and commercial, agency 

and franchising, international trade, IP, advice 
to pharmaceuticals, manufacturing, construc-
tion and infrastructure, healthcare, information 
technology, telecoms, and insurance. Further-
more, the firm offers representation at all levels 
of Jordanian courts, as well as assistance with 
enforcement of foreign judgments and arbitral 
awards and with arbitration. 

The Jordan M&A Guide has been compiled un-
der the overall supervision, co-ordination and 
guidance of Dr Tariq Hammouri, Managing Part-
ner, Hammouri & Partners Attorneys at-Law.
The firm would like to thank the following mem-
bers of the team: Rama Shokerat (trainee law-
yer), Saba Al Qabelat (trainee lawyer), and Ro-
zana Al Hroob (trainee lawyer). 
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