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Firms can benefit from additional exemptions by hiring local workers

The government of Jordan has always made an effort
to enhance, support and incentivise investments by
providing a legal framework that accommodates
investors’ requirements and boosts the economy. Due
to the unstable political situation in the region and the
economic crisis worldwide, the government acknowl-
edges the need to provide further incentives other
than those currently granted under the applicable leg-
islations. The government, through the Ministry of
Industry and Trade, has recently embarked on prepar-
ing a new draft investment law, which is currently being
reviewed by the Parliament. The law introduces new
concepts that are intended to grant incentives to val-
ue-added investments that employ Jordanians and use
domestically sourced raw materials. The new draft law
intends to open up more sectors to foreign investors
than those already existing under the currently appli-
cable investment legislation.
THE CURRENT LAW: In 2003, the Council of Ministers
enacted three provisional laws pertaining to invest-
ment: the Promotion of Investment Law No. 67, the
Investment Law No. 68, and the Law on the Develop-
ment of the Investment Environment and the Econom-
ic Activities (Investment Laws). The main objectives of
the Investment Laws were to encourage local and for-
eign investment in Jordan and to deregulate, simplify
and eliminate many of the procedures and approvals
that used to be required for investment projects.

Any project established in the kingdom in any of the
following sectors shall be entitled to the exemptions
set out in the Investment Laws: industry, agriculture,
hotels, hospitals, sea and rail transport, leisure and
recreation compounds, and convention and exhibition
centres (eligible sectors). The Council of Ministers may
add any other sector to the said list. Additionally, the
Council of Ministers may grant any project falling with-
in the exempted sectors additional exemptions, privi-
leges and incentives based on the location of the proj-
ect; its nature; and its contribution to the increase in
the kingdom’s exports or the employment of local

workers, the exploitation of natural resources, or the
development of the kingdom in general.  

Under the Investment Laws, projects falling within
the eligible sectors are afforded exemptions from Cus-
toms duties, sales taxes, import fees and all other fees
on initial capital assets; spare parts for up to 15% of
the value of the assets; and, if certain conditions are
met, exemptions for fixed assets required for the expan-
sion of any existing exempt project.

The Investment Laws allow foreign investments to
be in cash, in kind, material or moral rights of a finan-
cial value, including trademarks and patents. The Invest-
ment Laws also reaffirm the right of the foreign investor
to freely repatriate in any foreign convertible curren-
cy its capital, profits and dividends. Additionally, the
Investment Laws provide that the ownership of any proj-
ect may not be appropriated except for requirements
of public interest provided that a fair compensation is
paid to the investor in a convertible currency. 

The Regulation for the Promotion of Non-Jordanian
Investments No. 54 of 2000 (Regulation 54) enables
full non-Jordanian ownership in some sectors and
restricts non-Jordanian ownership in other sectors to
49% or 50%. However, Regulation 54 also grants the
Council of Ministers the authority to permit any non-
Jordanian investor to own or participate in percentages
higher than those mentioned above with respect to large
development projects that enjoy special importance.
Nonetheless, there are a number of sectors such as
transport of passengers and goods on roads where
non-Jordanian participation is totally restricted. Regu-
lation 54 also sets the minimum shareholding of any
non-Jordanian in any project at JD50,000 ($70,920).

Jordan has entered into several bilateral investment
treaties such as the Treaty Concerning the Encourage-
ment and Reciprocal Protection of Investment signed
on July 2, 1997 between the US and Jordan, and the
Euro-Mediterranean Agreement establishing an asso-
ciation between the European Community and its mem-
ber states and Jordan, which entered into force in 2002.
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Such treaties aim to promote investment and grant
further incentives. 

Since 2006, the government of Jordan’s attempts to
overhaul the main fiscal and investment-related legis-
lations has taken the form of the introduction of the
Income Tax Law No. 28 of 2009, and the Development
Zones Law (DZL) No. 2 of 2008 and its 2010 amend-
ments. The new Income Tax Law of 2009 reduced the
applicable income tax rates. However, it also withdrew
the income tax exemptions (but not other exemptions)
that used to be granted to investors pursuant to the
Investment Laws. Given the current political and eco-
nomic climate, it is as yet unclear whether the lower
tax rates will outweigh the effect of the cancellation
of the Investment Laws’ income tax exemption.
DRAFT INVESTMENT LAW: The draft Investment Law
proposes to use a new approach to allowing foreign
ownership. Whereas the previous law prohibited for-
eign investment except in allowed sectors and within
limits set out in special regulations, the draft law intro-
duces a major change by lifting previous restrictions
on non-Jordanian ownership and minimum foreign cap-
ital requirements in projects in the kingdom. 

However, while the draft law expressly stipulates that
non-Jordanian investments shall not be subject to min-
imum ownership and capital restrictions, it maintains
the prerogative previously granted to the Council of Min-
isters to issue a regulation listing those sectors that will
be subject to certain restrictions, meaning that restric-
tions on foreign ownership may not, in effect, be actu-
ally lifted. The government may in fact issue a new reg-
ulation and list the same sectors provided in the
above-mentioned Regulation 54. 

Another major change in the draft law is the gener-
al exemption of imports from Customs duties and a sales
tax of zero on the imports of goods and services. Cer-
tain goods and services to be determined by the Coun-
cil of Ministers shall be an exception to the above. The
draft law also introduces the concept of a fully opera-
tional investment window. It is intended that the win-
dow will be a one-stop shop for investors, facilitating
licensing procedures and eliminating bureaucratic hur-
dles that investors have encountered. 

Finally, the draft law introduces a dispute resolution
clause, which is in many respects similar to the clause
that used to exist under the repealed Promotion Invest-
ment Law No. 16 of 1995. The addition stipulates that
in the case of failure to achieve an amicable settlement
to a dispute within three months, the dispute shall be
referred to the Jordanian courts or to the Internation-
al Centre for Settlement of Investment Disputes. The
currently applicable Investment Law of 2003 refers to
the settlement of disputes pursuant to investment-
related Arab and international dispute resolution treaties
to which the kingdom is a party. 
JORDANIAN FREE ZONES & DEVELOPMENT ZONES:
In 2008, the government saw the need to develop and
encourage investments in certain areas in the kingdom
rather than merely encouraging investments in certain
sectors. Therefore, development zones were created
by the DZL, which aimed at reducing the disparities

between governorates in the kingdom and achieving
economic growth by promoting investments and cre-
ating job opportunities. The Free Zones Corporation was
created pursuant to the DZL as a one-stop shop to reg-
ulate and monitor development zones in Jordan in a
streamlined and efficient manner. Currently, there are
a total of six development zones, two examples of
which are the King Hussein bin Talal Development Area
and Irbid Development Area. 

Projects operating in development zones benefit
from a reduced income tax rate of 5%, a sales tax at
the rate of zero, and no Customs duties on imports
except for those products that enter the Customs ter-
ritory and do not qualify as having Jordanian origin.
Projects in development areas and free zones can be
fully owned by non-Jordanians.

In 2010 certain amendments were introduced to
the DZL, including the changing of its name to include
free zones. The amendments were aimed at having the
DZL govern all development areas, free zones and
industrial estates in the kingdom except for the Aqa-
ba Special Economic Zone, which is independent. 

It is intended that a free zones company that is
wholly owned by the government of Jordan will be
established to succeed the Free Zones Corporation
and become its legal successor, assuming all of its
rights and obligations. Such a company has now been
established  and once it is announced to have start-
ed operations, the Free Zone Law of 1984 will be
deemed repealed. The applicable exemptions pursuant
to the DZL are mainly the same exemptions that are
currently enjoyed by free zone companies pursuant to
the Free Zones Law, which include the total exemp-
tion of profits from income tax in respect of products
exported outside of the kingdom, as well as the exemp-
tion of Customs duties, import fees and all other tax-
es and fees (with the exception of certain service fees,
a free zone import sales tax of zero and other taxes)
for goods imported into a free zone or exported 
out of one to a place other than the domestic market.
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All filings with government entities must be in Arabic

RESIDENCY & WORK PERMITS: For a non-Jordan-
ian to reside in Jordan for any period of time, he or
she must acquire a residency permit or a visa. Res-
idency permits are issued for a renewable one-year
period. For a foreign individual to be eligible to apply
for a residency permit, he or she must either have
an employment agreement with a Jordanian individ-
ual or a Jordanian-registered company. 

The foreign individual to be employed must obtain
a work permit, which the Ministry of Labour issues
for a duration of one year. Such work permits are
subject to Jordanian Labour Law No. 8 of 1996, which
states that foreign employees must possess qualifi-
cation not available in a Jordanian worker, and in
this event priority is given to Arab nationals. 

In addition to the work permit, any individual apply-
ing for a residence permit shall undergo a medical
check and visit the police station responsible for the
area where he or she resides in order to sign cer-
tain forms and provide fingerprints. Furthermore,
Jordanian individuals, companies and commissions
are prohibited from employing a foreign individual
unless he or she has acquired a residence permit.
However, experts and consultants that are employed
for technical and operational matters are excluded
from this provision provided that the period of their
employment does not exceed three months. 

Jordanian employers, whether natural or juristic,
are responsible for obtaining work permits for their
employees and are prohibited from engaging any
non-Jordanian employees without having a duly
issued work permit, subject to penalties. However,
the foreign individual himself/herself usually applies
for the residence permit. 

Another way to enter and reside in Jordan is
through obtaining either a tourist or a transit visa.
Such visas may be issued for a month or three months
and are renewable for a maximum period of six
months, subject to Jordanian regulations. At the end
of the six-month period, the non-Jordanian individ-

ual must leave the country. The whole period of stay
using a tourist visa should not exceed six months,
and tourist visas do not allow foreigners to work.
SECURITY INTERESTS: Any investor that wishes to
finance a project would need to be aware what types
of security interests financial institutions look for
when considering providing financing on a project
finance basis. The following types of security inter-
ests are possible in Jordan:
• Pledges over shares;
• Mortgages over non-registrable moveable assets;
• Mortgages over non-moveable assets;
• Mortgages over registrable moveable assets;
• Assignments of contracts and receivables; and
•   Security over bank accounts.
In order for any security interest to be valid and
effective under Jordanian law, the following must
be satisfied:
• The debt secured by the security interest must be

clearly identified and must have a specified
amount. Accordingly, a security interest to secure
all of the debts of a debtor is invalid.

• The asset subject matter of the security interest
must be clearly identified. Accordingly, there can-
not be a floating charge over all of the assets of
the debtor.

• A security interest over an asset that has a reg-
istry (such as lands and cars) will not be effective
unless registered with the relevant department.

• The security interest must have a date certain, 
meaning a date that cannot be contested by oth-
er creditors so that the priority of different secu-
rity interests is easily ascertained. A date certain 
is usually obtained through notarisation or some
other form of registration with a government
department.

PLEDGES OVER SHARES: A pledge over the shares
of a company is carried out through the execution
of a notarised agreement (for date certain purpos-
es). The pledge agreement is then registered with:
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• In the case of shares in limited liability companies
and private shareholding companies, in the rele-
vant company’s file at the Ministry of Industry and
Trade, as well as with the company.

• In the case of shares in public shareholding com-
panies, with the Securities Depository Centre
(SDC). The SDC has a standard form that needs to
be filled out and filed.

Any filing with a governmental entity (including the
SDC) needs to be in Arabic. Accordingly, the pledge
agreement would have to be in Arabic. In many sit-
uations, it may be difficult to translate a long-form
pledge agreement and, in order to avoid this, the par-
ties usually provide in the pledge agreement for the
execution of a short-form “pledge deed” that would
only have the basic information needed for effect-
ing a pledge. Such a deed is usually much easier to
translate and file, while the finance parties contin-
ue to benefit from the provisions of the long-form
pledge agreement, the provisions of which are usu-
ally irrelevant to third parties.
MORTGAGES OVER MOVEABLE ASSETS: There is
no central registry for moveable assets in Jordan.
Mortgages over such property is effected through
a “possessive mortgage”. As the name implies, a pos-
sessive mortgage would require that possession of
the relevant asset be handed over to the mortgagee
until the debt is paid or repaid. It is also possible to
hand over possession to an independent third par-
ty called the “adel”. The mortgage over movables is
effected through the execution of a possessive mort-
gage agreement that would include the list of assets
being mortgaged. An adel appointment agreement
is also executed to appoint the adel.
MORTGAGES OVER REGISTRABLE ASSETS
(INCLUDING REAL ESTATE): Assets that have a reg-
istry such as real estate and vehicles are usually
mortgaged through execution of a mortgage deed
in standard form, and filing same with the relevant
registration department.
ASSIGNMENTS OF CONTRACTS & RECEIVABLES:
An assignment is valid in Jordan only if approved by
all three parties: the assignor, the assignee and the
counterparty. Based on this, the assignment of con-
tracts (including receivables) is carried out through
an agreement that provides for the issuance of a
notice of assignment to, and for the receipt of con-
sent to the assignment from, the counterparty. The
notice and the consent would need to be notarised
for date certain purposes.
SECURITY OVER BANK ACCOUNTS: It is a require-
ment of Jordanian law that the asset being secured
is known. Therefore, it would not be possible to
obtain a pledge over a changing bank account bal-
ance. The only way to get around that is to have an
assignment of the account.
COMPETITION LAW: The Competition Law of 2004
was enacted with the intention of establishing mar-
ket rules and free pricing, and it applies to all pro-
duction, commerce and services in Jordan, as well
as all economic activities outside of the country that

have a direct effect domestically. The Competition
Law applies indefinitely except in the case of an
emergency or natural disaster. 

The Competition Directorate at the Ministry of
Industry and Trade has been established pursuant
to the Competition Law and is charged with the fol-
lowing duties and responsibilities:
• Contributing to general competition plans and

legislation;
• Working to promote, protect and encourage free

competition;
• Gathering information and conducting investiga-

tions to uncover any violations of the rules of
competition;

• Issuing opinions on matters related to its activi-
ties; and

• Cooperating with similar bodies outside of the
country with the intent of exchanging general
information and data to facilitate its functions.

ANTI-COMPETITIVE PRACTICES: Practices by two
or more entities contravening the Competition Law
and made with the intention of preventing fair com-
petition shall be prohibited. Such practices include:
• Fixing the prices or quantities of products;
• Sharing the market on the basis of geographical 

regions;
• Setting barriers in order to hinder the entry of new 

enterprises, effectively eliminating them from the
market; and

• Collusion in bids by over- or underbidding with the
intention of preventing competition in any way.

An activity may be exempt from the restrictions men-
tioned above with the approval of the minister of
industry and trade if it is thought that such activity
may ultimately lead to positive results and a com-
mon benefit that may not have been achieved with-
out the exemption.

An enterprise with a dominant position in the
domestic market is also subject to the above-men-
tioned provisions, and shall also be prohibited from
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discriminating against or preventing consumers from
dealing with any competing enterprise. Any attempt
to monopolise the resources necessary for a com-
peting enterprise with the intention of manipulat-
ing the market prices is also prohibited. 

The resale of a product below its natural price
(dumping) is prohibited if the action is intended to
limit competition. Any violation of this provision will
result in a fine of not less than JD200 ($283.68) and
not more than JD20,000 ($28,368). The provision
shall not, however, apply to perishable goods or to
sales with the intention of liquidating a business or
to restock at lower prices. 
ECONOMIC CONCENTRATION: Any activity result-
ing in the full or partial transfer of ownership, inter-
est, property, rights, shares or obligations from one
enterprise to another shall be considered a case of
economic concentration. If this would consequent-
ly result in the enterprise holding a dominant posi-
tion in the local market (40% or more of the total
transactions in the local market), then the enterprise
must first receive an approval from the minister of
industry and trade. This may be accomplished by
submitting a petition to the Competition Directorate
using the form adopted by the Ministry of Industry
and Trade, which must include the following:
• A copy of the constitutional document of the

enterprise concerned;
• A copy of the economic concentration agreement;
• A list of the most important products and servic-

es provided by the enterprise;
• A report of the positive consequences of the oper-

ation on the market;
• Financial statements of the most recent fiscal

years of the concerned enterprise;
• A list of shareholders and partners of the con-

cerned enterprise; 
• A list of officers and members of their manage-

ment boards, as well as members of the board of
directors; and

• A list of branches of each enterprise.
The Competition Directorate may also request any
additional information or documents relating to the
economic concentration agreement or the parties
involved. They will then publish, in two daily news-
papers, an announcement regarding the petition at
the expense of the applicant. 

The minister of industry and trade may then
approve the operation so long as it does not nega-
tively impact competition or if the suggested posi-
tive economic benefits outweigh the negative impact
on competition of the move. 

The minister of industry and trade must issue an
approval within 100 days from the date of notifica-
tion that the application is complete. The minister
may also allow the operation to continue provided
that the enterprise agrees to meet certain conditions
as specified by the minister. 

The minister may withdraw the approval if it
becomes apparent that the basic information initial-
ly offered by the enterprise was false, or if the con-
ditions set were breached. If the conditions set by
the minister are breached, the enterprise may be
required to pay a fine of not less than JD1000
($1418.40) and not more than JD50,000 ($70,920).
JURISDICTIONAL MATTERS: The Jordanian courts
have jurisdiction to hear cases related to any viola-
tions of the provisions mentioned above. Cases that
concern inconsistencies with the competition pro-
visions must be submitted by any of the following:
• The minister of industry and trade upon the rec-
ommendation of the director;
• Enterprises from the private sector;
• Licensed consumer protection associations;
• At least five consumers that have suffered harm;
• Chambers of commerce and industry; and
• Professional and syndicate organisations.
The court may then allow an order of declaration to
show the extent of damages resulting from the
breach of the law, order a removal of the violation
within a period set by the court and set a suitable
penalty for the violators. 

An officer from the Competition Directorate will
carry out the necessary investigations pursuant to
this and may, among other things:
• Enter, during normal daily working hours, com-

mercial establishments, offices and stores to con-
duct the necessary inspections and searches;

• View and seize documents, records and files, or
obtain copies or photos of such files; and

• Question persons suspected of violating the pro-
visions of this law, and record the testimony in tran-
scripts issued for that purpose.

Any person who prohibits an officer from carrying
out his or her duties, destroys or conceals docu-
ments shall be punishable by a fine no less than
JD500 ($709.20) and no more than JD5000 ($7092).
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Khaled Asfour, Managing Partner, Ali Sharif Zu’bi Advocates

As a practising lawyer in Jordan advising many foreign
clients, I tend to be asked the same question by clients
(or potential clients): why Jordan? 

My response is usually summarised as follows: it is
easy to invest. For the most part, there are very few
restrictions on foreign investment. Foreign investors are
allowed to own 100% in most sectors, the only excep-
tions being those that have traditionally employed the
local population or that affect security, namely trans-
port and general wholesale and retail trade. 

A company can be registered in Jordan in as little as
one day, except where it is going to operate in a regu-
lated industry such as banking, securities or transport.
And it can be registered with as little capital as JD1
($1.42) if no foreign investors are in it and JD50,000
($70,920) if a foreign investor is involved. An investor
can structure a company in almost anyway he or she
wishes. A private shareholding company is a flexible form
of business that is basically governed by the provisions
of its articles of association, subject to some minimum
protections set out in the Companies Law. 

The second main reason to invest in Jordan is rela-
tively low taxation. Jordan tends to have a low income
tax rate, with most sectors taxed at 14%. There are also
laws that offer further investment incentives, mainly
by way of Customs duties exemptions, especially for
investment in industry, agriculture, hotels, hospitals,
maritime transport, railways, leisure and recreational
compounds, convention and exhibition facilities, and
oil and gas production. Jordan has free trade agreements
with the US and Europe that will effectively remove Cus-
toms duties on imports to zero within a designated
period of time. There is the possibility of setting up a
business in the free zones or special economic zones
that benefit from no income taxation and low taxation,
respectively. Investment in such zones is especially ben-
eficial for export-oriented industries. 

However, one must admit that Jordan still has some
work to do and in my opinion the most important areas
the government should work on are Customs proce-

dures. Businesses continue to complain about the dif-
ficulty of getting goods through Customs. They are par-
tially to blame for this, however, in that a good portion
of them continue to try to avoid Customs, which caus-
es the authorities to react by being overprotective. A
balance needs to be struck and procedures should
become more streamlined in a way that does not
penalise the good for the sake of catching the bad.

Another area in need of improvement is income and
sales tax enforcement: businesses continue to complain
about inconsistencies in application and the numer-
ous forms of indirect taxation. The major complaints
are basically about disallowing what should be valid
expenses and the attitude that you are guilty until
proven otherwise. Again, the actions of the tax author-
ities are understandable as many businesses continue
to illegally avoid taxes by not reporting their full income,
even though the tax rates in Jordan are quite low. As
with Customs, the authorities tend to overreact and
penalise the good for the sake of catching the bad. 

The third area of concern is inconsistent and numer-
ous changes in the laws. Stability in the legal system is
important for investment. Unfortunately, there are sev-
eral laws that have changed repeatedly in a very short
period, and there are others that seem to regulate the
same type of activity simultaneously. An example of this
is the Landlords and Tenants Law. This law has received
a lot of attention lately but continues to be criticised
for not achieving a balance between the interests of
the landlord and of the tenant. Laws should be con-
sidered more carefully before being enacted to ensure
that there is no confusion in application, thus making
it easier for investors to carry out businesses.

In summary, Jordan’s laws help to encourage invest-
ment by making it easy to set up a business and by
offering both low taxation and incentives. The coun-
try can become much stronger as an investment base,
however, if the problems identified above are resolved
through streamlined, clear and consistent procedures
and clear, well-drafted, consistent and stable laws.
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