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Banks and Insurance Companies

The Central Bank representative
emphasized the exclusion of Banks
from any amendments that will occur
in relation to bankruptcy laws or in
proposing a new law relating to
Bankruptcy, considering that the
liquidation of banks is regulated under
the Banking Law and the Deposit

Insurance  Corporation (DIC) is
entrusted with the liquidation.
However, the Representative

encouraged the effort to enact a
unified Bankruptcy Law, excluding
Banks.

The same position was adopted by the
insurance companies, through the
representatives of the Insurance
Commission. The representatives of
the DIC upheld the position of the
Central Bank Representative. All three
entities highlighted the insurance and
banking procedures, which totally
differ from any other company, as
banks and insurance companies are
not governed by the companies law

pre or during liquidation, therefore,
any unified law with regard to
Bankruptcy will only lead to

unnecessary legal complications.
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CCD Representative

The Representative of the Companies
Controller Directorate mentioned that
the CCD has established a unit for
stumbling companies to be reorganized
from administrative, financial and legal
aspects.

This unit consists of legal and
administrative personnel. Considering
that the companies are required to
submit annual financial statements and

administrative resolutions, the CCD
monitors and evaluates their
performance, and in case any
indicators for financial or

administrative stumbling are detected,
the file gets referred to this unit to
take appropriate procedures, such as
removing the current management and
having the company administered by a
special committee until its
performance becomes better, at which
point, a new management may be
elected, as happened in the case of
Amman Surgical Hospital.

The Ministry of Industry & Trade (MIT)
is  working on establishing a
consultation regulation with the
concerned entities and then what
results shall be submitted to the Prime
Ministry. This step shall be an integral
part of the administrative structure of
the ministry. In other words whenever
the MIT intends to regulate any
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general policy that might affect any
private or public entity then a
consultation session shall be held in
this regard with the concerned parties
(similar to this session).

General Discussion

e The concept of Bankruptcy

The participants stated that it would be
better not to refer to bankruptcy in its
broader sense, which includes
individual merchants, companies, and
the insolvency of natural persons, as it
would be better to keep a separate
legislation for civil insolvency.

e Definition of Bankruptcy

As for the definition of bankruptcy, the
participants pointed out that the fact
that the merchant stopped to pay shall
not be the only reason for declaring
the bankruptcy and there shall be prior
remedies, including precautionary
measures and understanding the
reasons for stopping the payments,
the circumstances that surround such
a case, etc...

e The concept of "Reorganization”

- Reorganizing the debts; a loan for
15 vyears, 5% interest may be
altered into a 20 years loan, 4.5%
interest instead.

- Financial reorganization through
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obtaining new loans to cover the old
ones in new and better conditions
for the new loans.

- Spin offs or demerging parts of the
business.

- reorganizing the administration.

- introducing new partners

- converting employee debts into
shares in the company.

e Is there a need for a new
legislation?

- There is a need for a modern law
that follows the developments,
rather than simply amending
existing laws.

- Consider the characteristics of each
company and its business.

- a clear reference for investors

- The proposed companies' Ilaw
enabled the transfer of a stumbled
company to another or its merger.

e Reasons for enacting the law

1. guaranteeing the equitable
distribution of proceeds for debtors,
especially after decreasing the
minimum capital of the limited
liability company to be JD 1000.

. Maintain the employees' jobs

. Maintain the company's business.

W N

e How important is it to protect
the creditors versus protecting
and sustaining the business?

Courts shall be given a discretionary
authority to balance the facts for each
case separately and decide which side
is more important to be protected.

Or the creditors shall decide the
feasibility of keeping the company's
business after submitting an
economical feasibility study, pointing
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out the company's
suggested remedies.

problems and

e Political rights:

The participants agreed that
merchants found guilty with fraudulent
or negligent bankruptcy shall be
deprived from their political rights.
Whereas a bankrupt merchant for
other reasons shall not be deprived of
such rights or at least minimize the
period for reclamation, as in
neighboring countries to be three
instead of ten years as the case is in
Jordan. Another indirect punishment
was referred to, which may limit the
bankrupt merchant from pursuing any
financial procedure or obtaining future
loans but this is not an additional
bankruptcy punishment, it is simply a
procedural process that may affect the
bankrupt merchant in his future
transactions. A temporary law was
legislated entitled the “Law of Credit
Information" upon which a company or
more shall be registered by the Central
Bank to investigate and collect
information of the concerned person.
These companies shall be entitled to
sell such information to any entity
upon the approval of the concerned
person. Up until this point, no
company was licensed and after
submitting the temporary law to the
members of the parliament it was
suspended until some amendments are
introduced to issue a valid law. One of
these amendments is that the licensing
shall be granted for only one company
to handle the collection of information.
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The Hypothetical Case

Options if the merchant was a limited
liability company:

- Capitalize the debts.

- Reorganizing the debts.

- Reorganize the loans wupon the
feasibility study.

- Increase the capital (by the same
partners or after introducing new
ones)

Statistics

since 1964 till now according to the
information that were supplied to the
CCD by the competent courts with
regard to bankrupt companies:

The number of cancelled companies;
voluntary or forced liquidation:

- Foreign-non operating company
38

- partnership companies 25.000

- limited liability companies 967

- common investment company 2

- not for profit companies 4

- civil companies 11

- Private Shareholding Company 1

- Public Limited Company 42

- Exempt Company 32

the number of companies that has
been declared bankrupt:

- partnership companies 6
- limited partnership company 1
- limited liability company 2
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Second Roundtable - Business Associations

Kempinski Hotel - Amman

9/6/2008

= General discussion:

One of the participants spoke of their
actual experience in voluntary
liquidation, which started in February,
2008 and is still ongoing till this day.

The participant
following issues:

highlighted the

1. The absence of a unified law that
contains all the procedures related
to liquidation.

2. The burden placed on the company
to approach more than one
competent authority.

3. No fixed timeframe for the whole
procedure.

4. Lack of awareness and the absence
of special and facilitated handling

that differs from the ordinary
procedures (give such cases priority
at the other government
departments.

5. The CCD does not provide any
illustration, details or required
documents for the liquidation
process.

6. Procedural complications and delay
in the Income Tax Department and
the Social Security Corporation.
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Response by the Representative of
the Companies' Control Directorate
(CCD):

The Representative noted that it is the
duty of the liquidator who is appointed
by the company to handle all the
issued mentioned above. It is assumed
that such liquidated is a specialized
person or a lawyer, who is familiar
with the required procedures of the
voluntary liquidation mentioned in the
general terms within the companies'
law provisions.

He also pointed out that detailed
brochures are always available at the
Companies' Control Department upon
the request. He also mentioned that
the period required for a voluntary
liquidation typically, should not exceed
two months if the concerned company
has duly filed balance sheets and
records, in absence of other disputes.
He also noted the importance of the
Companies' National ID and its role in
facilitating procedures in the
governmental authorities.

» Reorganization process:

The participants encouraged the idea
of reorganizing stumbling companies
to promote investment in Jordan and
to support small businesses. Agreeing
that this is the right policy which shall
be adopted by Jordan instead of
suspending the business as a result of
the accumulation of the Companies'
debts if indicators for future success
were detected.
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The participants noted the importance
of conducting a study to identify the
reasons that led to the companies'
financial or administrative stumbling in
order to avoid such stumbling in the
future.

As for the capability of the Jordanian
business community to foster the
reorganization process, it was agreed
that Jordan enjoys the availability of a
very well qualified financial,
administrative and legal experts and
consultants.

Recommendations concerning the
Reorganization in Jordan:

1. Devising a cooperation strategy
between the public and private
sector to launch a common unit or
body that carry out the reorganizing
process.

2. Differentiating between small and
large business in terms of the
procedures required for
Reorganization.

3. Minimizing the number of required
courts' hearings (simplified
procedures)

4. Taking into consideration the
company's feasibility study.

5. Giving the creditors the option to
decide whether to Reorganize or
liquidate the business.

6. Supporting this process as not to be
financially costly.

7. Providing the administrators with
flexible authorities.
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= Political rights:

The participants agreed that the
merchants found guilty with fraudulent
or negligent bankruptcy shall be
deprived from their political rights.
Whereas a bankrupt merchant for
other reasons shall not be deprived of
such rights or at least minimize the
period for reclamation, as in
neighboring countries to be three
instead of ten years as the case is in
Jordan

» Reasons for enacting the law:

1. Social
jobs

considerations; preserving

2. Reorganize the Company's business
in order to keep its business upon its
feasibility study.

= General recommendations:

1. Linking the Department of Income
Tax and the Social Security
Corporation with the Companies'
Control Department, to facilitate the
Companies' procedures.

2. Coordinating the efforts of the trade

chamber and the Companies'
Control Department.
3. Raising awareness among

merchants and companies of the
characteristics and importance of
capital companies versus persons
companies and individual merchant.

4. Conducting a study on the
companies' liquidation or
bankruptcy causes and come up
with remedies necessary to avoid
them in the future.

5. Clarifying the role of the Public
Prosecution with regard to the
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bankruptcy and liquidation process.

6. convincing banks, through providing
them with certain safeguards to
move away from the practice of
requesting personal guarantees
from the company’s officers for the
company’s debts.

Third Roundtable - Banks Association

Banks Association - Amman

11/6/2008

= The priority for Secured Creditors
in the Liquidation and Bankruptcy
Proceedings:

The  participants discussed the
priorities of the secured debts with
respect to the Companies pointing out
that the Commercial Code grants the
secured creditor the right to execute
directly independently from the
receiver unlike the case of liquidation
where the secured creditor shall
adhere to the provision of the
Companies' Law, which distributes the
priorities as follows:

1. Amounts due to the Company
employees.

2. Amounts due to the Public Treasury
and the municipalities.

3. Rents due to the owner of any real
estate leased to the Company.

4. Other amounts due in accordance
with the order of their priority in
accordance with the Laws in force.

And as such, the status of the secured
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creditor in the case of the bankrupt
merchant is much better than their
status in case of the liquidation of the
company.

Particularly that debtors may
intentionally not submit duly file their
financial statements to the CCD or not
elect a new board of directors to be
forced into liquidation. Or in many
cases, decide to voluntarily liquidate
the company.

Furthermore liquidators exploit the
liquidation process and extend it to
increase the period in which they
receive remunerations for carrying out
the liquidation of the company.

» Banks lending policies:

1. false labor contracts:

Conspiring between the business
owner and the employees, whereby
the business owners submit false
employment contracts, which enjoy
the priority that over secured debts to
escape from paying the banks' debts
discourages the banks from lending
without having a mortgage for
property that is significantly higher in
value from the debt. Also, alimony
claims may sometimes be falsified.
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2. Loans' collaterals (property and
personal guarantees).

The banks representatives agreed that
banks prefer having a guarantee in
the form of real property, which that
is owned by a natural person
(shareholder or an officer of the
company) rather than a guarantee
that is owned by the company in
addition to the preference of personal
guarantee.

Therefore the banks have
conservative policies in granting loans
to SME’'s and young entrepreneurs,
due to the high risk involved.

Banks conduct their own due diligence
in assessing the value of the piece of
property being offered as a security
for a certain debt to make sue that it
is equal or higher of the loan's value.
And the trend now is not to grant a
loan which its guaranteed is a
common owned (joint title) property
consequent to the legal complications
resulting thereof.

The difficulty of determining the
amounts due to the treasury, is
another issue in question, such as
municipality fees, sales tax, income
tax, etc... particularly, that no transfer
may be done before the payment of
all such dues, which surprisingly may
exceed the secured debt.
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3. Mortgage by possession.

As for the possibility of granting loans
guaranteed by movable property, the
participants were of the view that it is
not practical to extend loans
guaranteed by such property.
According to the civil law the

mortgage by possession is "the
detention of property in the
possession of the creditor or a

competent person as security for a
right which can be totally or partially
levied from him with priority over the
remaining creditors". This seizure of
the immovable property makes it very
hard for a company to operate and
carry out its business.

Consequently this type of mortgage is
rarely used by debtor or creditors.
Although in practice and in a way to
avoid this legislative shortcoming, a
mortgage by possession agreement is
entered into by the two parties and
documented at the Notary Public,
simultaneously, a lending agreement
is executed, where the debtor may
continue to wuse the mortgaged
property.

5. the Netting :

The participants inquired about the
“best practices” regarding the
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possibility of implementing the
“Netting" in banks where the bank as a
creditor is given the right to confiscate
and place its authority over the
stumbled company's accounts. (set-
off)

= Reasons for enacting the law:

The participants encouraged the idea
of enacting a unified law which
regulates the issues in relation to
Bankruptcy in its wide concept.

» Reorganization:

A participant demonstrated that
granting a stumbling company a grace
period during its reorganization is one
of the best measures that may prove
useful to both the company and the
creditors alike. Emphasizing that the
reorganization decision shall be based
on a feasibility study and the
capability of the company to
undertake its business.

= Political rights :

The participants agreed that the
depriving a merchant from his/her
political rights is not such a deterrent
penalty due to the lack of awareness of
the importance of enjoying political
rights and participating in the civic
community.

Furthermore, such penalty may prove
effective for political figures, not
merchants whom economic rights
outweigh such political considerations.
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However, participants agreed that only

the
fraudulent or

found guilty with
negligent bankruptcy

merchants

shall be deprived from their political
rights

. Investigating

General recommendations :

. Establishing a central registry for

mortgaging movable property
(mortgage by possession), which
may be placed at the Ministry of

Industry and Trade or at the
Chambers, provided that all
registries are linked to avoid

multiple mortgages on the same
item of property.

Finding a middle ground between
the French System that gives
highest priority to the workers and
the US system, which favors the
secured creditor, through working
a formula or capping such rights.

. Providing for the option of
reorganization for stumbling
companies if the indicators of

success were detected.

and verifying the
legitimacy of the laborers' claims
submitted during the liquidation
process through different ways: the
social security's subscription, the
payment of social security's fees.
Taking into consideration that
companies with less than 5
employees are not legally bound to

subscribe in the Social Security
Corporation.
. If Reorganization system was

adopted then modifications to the
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Central Bank regulations shall take
place. Especially that the said
regulations oblige banks to flag
delinquent accounts after three
months of default and
consequently certain procedures
shall take place in this regard.

. Clarifying the stay procedures
under forced Iliquidation in the
companies' law, as the mechanism
is not clear.

. The stay procedures in
reorganization should not extend to
property placed as a security if it
was not critical for the operation of
the company.

8. Allowing the creditors to participate

in making the decision of whether
to reorganize or liquidate the
company. Moreover allow them to
supervise the reorganizing
procedures and make it possible to
decide stopping the reorganizing of
the company if it was clear that it
is not useful.

. deciding on an applicable
timeframe to conclude liquidation
procedures:

a) All debtor claims shall be pursued
through expedited procedures for
the purpose of completing the
liguidation process as soon as
possible.

b) The liquidator's remunerations shall
be fixed at a lump sum amount
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paid at the end of the liquidation
process.

10. Appointing specialized judges to
examine liquidation and bankruptcy
cases.

Fourth Roundtable - Commercial Lawyers

Kempinski Hotel - Amman

11/6/2008

= General discussion:

The participants pointed out that the
legal provisions governing the concept
of “stopping payments” are scattered
in several laws in Jordan. The Civil
Code deals with insolvency, the
Commercial Code provides terms of
bankruptcy of merchants and the
companies' law regulates liquidation
issues related to companies.

The Court of Cassation reached the
following in its decisions:

- The rules of civil insolvency shall
apply to a merchant for debts
incurred in his civil dealings, and
shall be subject to Bankruptcy with
regard to his commercial
transactions.

- Companies shall
liguidation procedures in the
companies' law but might be
declared bankrupt and exercise

be subject to
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Composition within the meaning of
the Commercial Code.

The application of the provisions
regulating the liquidation of the
Company itself is a challenge to the
judiciary, due to unclear provisions
and the face that no liquidation's
regulation, as mentioned in the
Companies Law has been enacted yet,
although, a draft of the mentioned
regulation is ready according to the
representative of the Companies'
Control Department.

The role of the courts and the basis
and extent of their involvement in the
voluntary  liquidation  process s
unclear. There is no distinction in the
procedures between the voluntary
liquidation if it was due to the stop of
payments or if it was for any other
reason where the necessary funding is
available to cover all its debts and
obligations.

The term of "liquidation judge" is
unclear and is not defined in the
current law.

Furthermore, liquidation is commonly
linked to significant businesses, and as
such shall not be left with no clear and
detailed set of rules..
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= The concept of Bankruptcy:

Bankruptcy in its broad sense shall
include merchants and non-merchants,
as the bankruptcy system is in essence
similar to the interdiction system in the
Civil Code; the insolvent debtor does
not conduct any of his transactions by
himself but through his trustee, and
similarly, the merchant conducts his
business through the receiver perform
all his duties and transactions.

= Stopping Payments

When the company or the merchant
stops to make payments of a
commercial debt, the debtor shall
obtain a court order or a deed and
submit it to the execution department.
If this execution is not completed then
the procedures of declaring Bankruptcy
or the Company's forced Liquidation
may commence.

However, some judicial decisions
relaxes  this interpretation and
restricted the declaration of

bankruptcy or forced liquidation to
cases that indicate that stopping the
payment is a result of a bad or critical
financial status of the company or the
merchant and not only occasional.
Such interpretation is a matter of
judicial discretion.

= The Central Bank authorities:

It was agreed that the Central Bank
and the Insurance Commission shall
not be given the authorities they enjoy
in their current laws to maintain the
authority of the Court in deciding on
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bankruptcy and liquidation.

Furthermore, to have standing to
challenge the Central Bank's decision
before the competent court to liquidate
a bank, a person must own at least
(10%) of the liquidated bank's capital
or be a creditor to the bank at a
minimum of (10%) of it debts or have
deposits with the bank of no less than
(10%) of the total deposits held at the
bank. the Ilaw does not provide
whether such percentage may be
achieved by several persons or only by
one person. In the case that such
percentage shall be achieved by only
one person, any actual challenge or
appeal becomes rather impossible due
to the enormous amount of money
with which the bank deal.

The participants agreed that excluding
these sectors from the laws and
devoting special rules and laws to
govern them will open the door to
other strong regulators to request the
exclusion of their respective sectors,
which is unacceptable.

However, some participants pointed
out that the fact that insurance
companies and banks deal with funds
of other people, justifies having special
rules for bankruptcy and liquidation,
which may still be part of a uniform
law.

* The justifications of the Central
Bank's decisions to liquidate a
bank.

In the case of voluntary liquidation,

o Sl il ) cadall ASa) o ) AdLaYl
o (%10) dlar (pan Grlall 130w o3 13) W) (38aia
oo b Y L oelly ) clall el el Jlaud
Lagd il i a0 Y clid) Aad (8 ) (0 (%10)
Ao sane (g AEa (sS8 of oSh ALl Al il 1)
Uadd e il ) 4l Lo aal g el d el (aldldl
At A il oS DAl g Gaball Glé asl
iy (gl L dalay A (el pdial lla

Oe ol cpeldadl) el of Y Jasill &5 WS
Lo Lleain lgaSad dald 2ol d (anadd; (5l
YLyl plhaiS iMELYL Aladl ) Al
Yssie any ¥ A a1 el eSl

SV Y ) semall e s and) AT dgn (e
Lyl Jde p€ i L @il ualill S o
Adlall s 3 paddl Glawsdl of ) ALayl k)
Bals gty 39 ) smila ade 5 il ) sals Jass
il 8l e iyl gl as gall a8 CulS LEN ol
Lo Aalall )

adal) ¢l )AL (o 38 el i) o) ilod

A8 ga Ao Jpandl cand §lia) elill dpas s
& dmuly dadlay aialy ol elanl (S el Gl



the bank shall obtain the prior
approval of the Central Bank which
enjoys a broad discretion to approve or
reject such request.

As for the forced liquidation, the
provisions regulating such decision are
considered to be very wide and
general. This grants the Central Bank
unacceptable broad authorities with
this regard, particularly, the Central
Bank may cancel the bank's
registration and therefore hinder the
bank's transactions.

= International practices with
regard to insurance companies
and banks.

The Expert indicated that it is an
international practice to have special
rules for banks and insurance
companies in separate special laws.
Therefore the existence of Central
Banks and the Deposit Insurance
Committee is one of the best practices,
which are applied in the United States
as well. And it would be better to leave
the status of banks as is.

Similarly, insurance companies have
separate rules in the united states that
are different from other companies.

= Reasons for enacting the law:

To provide for the priority of protecting
shareholders with minor shares in the
company and who work with these
companies such as lawyers and
auditors.
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The importance of the social aspect is
no less than the importance of
protecting the creditors since both are
strongly interrelated.

Having said that, it does not mean to
neglect the investors, because treating
them unfavorably will discourage
further investments.

* How is it possible to enact an
efficient law?

In the course of drafting a new law,
the principle of general application and
good faith dealings shall be given due
consideration.

And as such, granting banks extreme
protection is  considered unfair,
especially that banks shall investigate
the company before lending it and
conduct proper due diligence.

» The priorities of debts in the
Liquidation:

There has to be clear priorities and
specific mechanism by which the
companies' assets shall be distributed
upon liquidation, rather than having
scattered laws regulating these issues
such as the civilL companies',
execution, labor, banking and
commercial law...

= Specialized judges:

The participants emphasized the need
to have specialized judges in
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bankruptcy and liquidation cases.

= Political rights:

The participants pointed out that
depriving merchants from  their
political rights is not as significant to
them as the obstacles that will face
them after declaring their bankruptcy;
socially, financially and their
reputation...

» Reorganization:

There has to be a distinction when
reorganizing a company between small
and bigger businesses, through looking
into certain indicators to determine the
size and importance of the project:

- The number of laborers.
- The company's capital
- The business duration

Such factors must be taken into
consideration when deciding whether
to liquidate or reorganize a company.

= General recommendations:

1. Devising a clear work plan with
specific timeframe and fund.

2. Introducing modified provisions
governing bankruptcy after
analyzing bankruptcy and
liguidation cases and taking into
consideration all the legal gaps
and practical limitations that faced
the liquidator, receiver or the
creditors...
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3. Introducing provisions dealing with
"fraudulent liquidation" similar to
fraudulent bankruptcy.

4. Revising the provisions addressing
bankruptcy in the current law,
which are considered outdated
with a special focus on the
provisions regulating Liquidation
since liquidation is more in use
than bankruptcy.

5. Introducing a fund for deducting
reserved amounts from companies
as to cover the liquidating
expenses when necessary.
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Fifth Roundtable - Judges
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14/6/2008

= General Discussion:

One of the judges mentioned that
Bankruptcy  procedures (creditor's
identification, sale of property...) are
the part that takes so long whereas
court proceedings with this regard do
not exceed one or two years, which is

considered as a short period in
comparison with the neighboring
countries.

One of the Judges - judge,

differentiated between civil insolvency
and Bankruptcy indicating that
insolvency procedures that take place
in court are no more than issuing the
order of interdiction of the insolvent
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debtor, which does not take more than
one or two court sessions.

The judges noted that courts’ decisions
regarding bankruptcy do not need a
long time. But the most time
consuming part is appointing a
receiver. Nevertheless, this would not
need a lot of time considering that
procedures relating to commercial
matters in the law are usually
expedited.

The companies' controller added that
according to the statistics, the reasons
for delays are due to the complicated
notification procedure, or for lack of
funding to pay for the liquidation case,
which needs to be settled before a
case is considered closed.

= Special Bankruptcy Rules of
Procedure.

One of the Judges pointed out that
there shall be a special set of rules of
procedure for bankruptcy and
liquidation cases. The legal provisions
of civil insolvency may not be
combined with the commercial
bankruptcy, as to expedite the judicial
procedures with regard to these
disputes in connection with merchants.
Therefore specialized procedures shall
be determined for these cases.

= The current law:

One of the judges, described the
complication and the lack of clearance
in the current law especially with
regard to voluntary liquidation; which
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hinders the court from
supervising the procedures, which
gives discretion to liquidators, who
intentionally prolong the liquidation
procedures, adversely affecting the
rights of stakeholders.

properly

In most cases, the liquidator's
remunerations consumes the estate
leaving very little to cover the
expenses and pay the creditors.

» Voluntary liquidation:

The Companies' Controller mentioned
that there is a critical aspect in the
current law within the voluntary
liquidation as there is no provision
granting the court the authority to
supervise  this liquidation. This
deficiency will prove more critical as
the new Companies' Law brings down
the minimum capital of a limited
liability company to JD 1000.

= Reorganization:

One of the judges emphasized the
importance of reorganization and
noted that it may well be the only
regulated alternative to avoid
fraudulent liquidation.

The Companies' Controller added that
the reorganization is presented
through reorganizing the companies'
capital, the administrative structure
or altering the objectives of the
company to comply with the needs of
the local market. Furthermore, the
new Companies' draft Law allowed
companies under liquidation to be sold
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to or merged with another company.
The creditors shall have the right to
object to these decisions. All these
procedures shall take place outside the
court.

One of the Judges emphasized that the
reorganization's procedures shall be
taken in advance and not after or while
liquidating the company and courts
shall have an active role therein.

The companies' controller pointed out
that individual enterprises may not be
included in the reorganization process
subsequent to its characteristic and its
owner's free choice of how to run it.
However, one of the mentioned that
there is no reason for not including
such businesses in the reorganization
process especially when the mentioned
business employs a significant number
of workers.

= A need for a new law?

One of the judges emphasized the
importance of enacting an
independent, separate and elaborate
law including special, clear and smooth
procedures.

One of Judges indicated the
importance of including two aspects
when introducing a new bankruptcy
law in its broader sense to facilitate
the quick settlement of such cases but
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not to include the two aspects in one
law:

- Substantive aspect: that regulates
filing the case till the point of
issuing a liquidation or bankruptcy
decision.

- Procedural aspect: regulates the
procedures of the liquidation
process.

One of the Judges seconded that and
added that insolvency shall not be
included in the same law whereas it is
already regulated in the civil law and
the insolvency cases are not as
significant as the liquidation and
bankruptcy cases.

From a practical point of view, there is
an urgent need to introduce such law,
as the importance of such cases is not
measured by how frequent it occurs
but by how much it affects the
Jordanian economy. Especially the
process governing bankruptcy and
liquidation, the collection of debts and
the priority of debtors. A new law does
not necessarily mean that it shall be
enacted from nothing. Provisions may
be consolidated from different laws to
be in one law as to facilitate and
accelerate the process.

However, some judges indicated that it
is not necessary to enact a new law
but rather to amend and develop the
current Commercial Code. And that
liguidation provisions need no
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amendments except for the voluntary
liquidation provisions.

= the concept of bankruptcy:

One of the Judges
there has to be a
distinguishing between the terms
(liquidation, bankruptcy and
insolvency), since all of them have one
meaning. The bankrupted merchant
will reach the same result as the
liquidated company.

explained that
purpose for

= Banks and Insurance

Companies:

The Companies' Controller explained
that excluding banks and insurance
companies from the terms of the law

governing other companies' is
unacceptable. In the meantime, he
highlighted the necessity of

maintaining special provisions to
regulate banks within the law in
connection with liquidation procedures
only. As for the insurance companies,
he said that such companies shall not
be any different from any other public
shareholding company.

One of Judges explained that if the
current law was improved with regard
to bankruptcy and liquidation, whether
by amending the current provisions or
brining them together in a separate
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law that deals with all the bankruptcy
and insolvency issues, there should be
no need to exclude the mentioned
companies. He also added that the
provisions of the new law shall be clear
and customized for the liquidation of
banks and insurance companies.

Judge dded that giving the Central
Bank the authorities it has now is
justifiable. Since it is the only body
practically and technically capable to
relate to the banking business. As for
the insurance companies, there is no
reason for enacting independent and
separate laws to regulate this type of
business from other companies.

While a number of judges explained
that insurance companies deal with
lots of clients as the case it is with
banks. Therefore, entrusting its issues
to a special insurance committee is
understandable.

* The priority of debts:

The companies' controller pointed out
that if the liquidation expenses
(advertisements, stocktaking
committees...) were not given the
priority upon other expenses then no
liquidation shall take place.

As for the liquidator's remunerations
then this shall be linked to the period
and the size of the liquidated business
and the General Assembly shall
determinate in advance (in the
voluntary liquidation) the liquidator's
remunerations and the liquidation
period and this shall not be left to the
discretion of the liquidator.
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Afterwards the laborer's debts and the
secured debtor then the ordinary
(unsecured) debtors.

The priority of the treasury debts was
discussed especially the income tax,
sales tax and social security. The
participants agreed that it is illogical to
grant these debts the priority of the
treasury debts especially if the
mentioned entities neglected the claim
of such debts over the years to come
and collect its debts before any other
debtor.

» Specialized Courts and Judges.

Specialization has many advantages as
it speeds up the resolution of cases
and the following up of procedures.
The judges explained that the judicial
council and the ministry of justice aim
at establishing specialized commercial
and civil chambers within the courts,
which will dramatically speed up the
dispute resolution in the future.

» Civil rights:

The judges pointed that this is a
common practice in most legislation;
nevertheless, the deprivation of
political rights shall be restricted to
merchants who committed fraudulent
bankruptcy.

= Stopping Payments.

The judges were of the view that this
should be a matter of discretion for the
courts to assess whether such
stoppage is due to serious delinquency
of the company or occasional. In doing
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so, due consideration shall be given to
the amount of the late payments, the
commercial reputation of the merchant
and the duration in which the debtor
stopped paying.

1.

General recommendations:

To differentiate between the
provisions, which regulate the
status of the individual merchant

and the company as a merchant.

. Establish a fund to collect a fixed

sum by the company that is being
founded to cover the liquidation
expenses if necessary.
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USAID Jordan Economic Development Program
Salem Center, Sequleyah Street
Al Rabieh, Amman
Phone: +962 6 550 3050

Fax: +962 6 550 3069
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