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LEGISLATIVE DECREE N0.7 OF 1987 

PROMULGATING THE LAW OF COMMERCE 

We , Isa Sin Sulman Al Khalifa, Amir of the State of Bahraina, 

having reviewed the Constitution, 

and Amiri Orcier No.4 of 1975a, 

and upon the submission of the Minister for Conmerce and 
Agriculture, 

and with the consent of the Council of Ministers, 

HAVE HEREBY ENACTED THE FOLLOWING LAW: 

Article 1: 

The Law of Cormierce , which is attached to this Legislative Decree, 
shall corne into force; and any provisions inconsistent with the 
provisions hereof shall be repealed. 

Article 2: 

The Ministers, each in his respective capacity , shall implement the 
provisions of this Law , which shall corne into force as of the 
beginning of the month following the elapse of two months from the 
date of its publication in the Official Gazette. 

Signeda: Isa Bin Sulman Al Khalifaa, 
Amir of the State of Bahrain. 

Issued at Rifaa Palace on 
22nd Rajab, 1407 Hijra 
Corresponding 22nd March,1987. 
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LAW OF COMMERCE 

PART ONE 
COMMERCE IN GENERAL

GENERAL PROVISIONS 

Article 1: 

The provisions of this Law shall apply to traders, as well as ta all 
colMlercial activities undertaken by any persan even though he is notaa 
trader. 

Article 2: 

(1) Corrmercial transactions shall be subject to what has been 
mutually agreed upon by the contracting parties unless their 
agreement conflicts with mandatory legal provisions. 

(2) Unless there is a special agreement, the rules of commercial 
practice shall be applicable to the matters which are not 
specifically dealt with in this Law or in the other laws 
pertaining ta commercial provisions. Special or local practices 
shall supersede general custom and usage. 

(3) Unless there is a commercial practice, the laws containing civil 
provisions shall be applicable unless a judge deduces the grounds 
for his judgement from the principles of Islamic Shariaa, then 
principles of natural law and rules of equity. 

CHAPTER ONE 

COMMERCIAL ACTIVITIES 

Article 3: 

Cormiercial activities are such activities which are carried on by any 
persan, even though he is notaa trader, with the intent to speculate. 
The following activities shall in particular, be deemed as 
commercial activities: 

{1) Purchase of movables of whatever kind with the intent to sell or 
hire them out in their original form or after procession or 
conversion thereof in any other manner with the intent to make 
profit. 
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(2) Sale or hire of the movables already purchased in the manner set 
forth in the preceding Paragraph. 

(3) Taking rnovables on lease with the intent to hire them out or 
subleasing them to third parties. 

(4) All transactions relating to bills of exchange, promissory notes 
and cheques regardless of the capacity of the persons concerned 
and whatever may be the nature of the transactions for which they 
are executed. 

{5) Setting up of co1T1T1ercial companies. 

Article 4: 

All activities relating ta maritime navigation,including sea or air 
transport,shall be deemed to be commercial activities , especially 

(1) Construction, repair or maintenance of ships or aircraft. 

(2) Purchase, sale, charter or taking on charter of ships and 
aircraft with the intent to exploiting them. 

(3) Purchase of materials or equipment for providing ships or 
aircraft with the necessary supplies. 

(4) Sea or maritime transport. 

(5) Loading and unloading operations. 

(6) Contracts relating to the employment of ship masters, pilots, 
engineers, navigators amd such other employees. 

(7) Lending and borrowing. 

Article 5: 

The folalowing shall be corrmercial activities so long as they are 
undertaken as an occupation: 

(1) Supply, export and distribution of goods. 

(2) Industrya. 

(3) Land transport. 
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(4) Commercial agencies, business of commission agents and commercial 
representation. 

(5) Brokerage of whatever kind. 

Inusrance business of various kinds. 

(7) Operations of banks, exchange houses and stock exchanges. 

(8) Warehousing of goods, crops and such other items. 

(9) Printing , publishing, photography, broadcasting by radio or 
telaevision, press, transmission of news or photographs and 
advertising business. 

(10) Extraction of natural resource material s from mines, quarries and 
oil sources, cutting stones and such other activities. 

(11) Contracts relating to public works, contracts for construction of 
properties, altering , renovating or demolishing them, cleaning 
and maintenance contracts where the contractors undertakes ta 
provide the necessary materials or workforce. 

(12) Purchase of properties and real estate rights with the intent ta 
sel l them and the sale of the above after having purchased them 
with the aforesaid intent. 

(13) Customs clearing, service agencies and business for the sale by 
public auction. 

(14) Business of tourist agencies, hotel industry, business of hotel s, 
restaurantsa, cinema houses, pl aygrounds and recreational 
activities. 

(15) Leasing or letting of houses, apartments and rooms whether 
furnished or unfurnished with the intent to sub-let them. 

(16) Distribution of water, gas or el ectricity and communication 
services. 
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Article 6: 

All activities which are relaevant to or facilitate the activities 
referred to in the preceding Articles, as well as al l activities 
carried on in connection with the activities indicated in the 
preceding Articles, shal l also be deemed to be commercial activities 
owing to the similarity of their characteristics and abjects. 

Article 7: 

(1) Activities undertaken by a trader for the affairs relaating to his 
trade shal l be deemed as commercial activities. 

(2) Every activity carried on by a trader shal l be deemed relevant to 
his business unless the contrary is proved. 

Article 8: 

(1) An artwork made and sol d by an artist shal l nota, regardless of 
whether made by him personally, or by using the services of 
workers be deemed to be a commercial activity. 

(2) Similarly, where an author prints and sells his work, it shall 
not be deemed as a commercial activity. 

(3) The sale by a farmer of the produce obtained from his own l and or 
l and cultivated by him shall not be deemed as a commercial 
activity. 

(4) However, if a farmer transforms the produce of the culativated 
land and uses for th i s purpose major power for ope rat i ng the 
equipment or a smal l number of worker or sets up on a permanent 
basis a store or factory for the sale of his produce in its 
original state or after transformation thereof, the sale in such 
case shal l be deemed as a commercial activity. 

CHAPTER TWO 

TRADERS 

Article 9: 

Any of the following shal l be considered as a trader: 

(1) Every persan having commercial qualaifications who carries on 
commercial activities in his own name and for his own account. 

(2) Every company taking one of the forms provided for in the 
Commercial Companies Law whatever may be the abjects thereof. 
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Article 10: 

Every Bahraini who is 18 years of age without being barred by a legal 
restriction relating to his persan or the type of commercial 
transaction he is undertaking, shall be qua1ified to engage in 
commerce. 

Article 11: 

(1) Where a miner or distrained persan has funds in a business, the 
Court may order the l iquidation of his funds and withdrawal from 
the said business or his continuation to carry on with the 
business , as may be conducive to the realisation of the interest 
of such a persan. 

( 2) Where the Court orders the cent i nuat ion to carry on with the 
business i t may grant the pers on acting for the mi nor a genera 1 
or restricted authorisation ta carry on all the relevant business 
activities. 

(3) A minor or distrained persan shall be only liable to the extent 
of his funds which are invested in such business; and he may be 
dec 1 ared bank rupt. However, the bank ruptcy sha 11 not i ne 1 ude 
funds which are not invested in the business nor shall it have 
any effect with regard to the persan of such miner or distrained 
persan. 

Article 12: 

Where serious causes have ari sen g1v mg grounds for fearing 
mismanagement by the persan in charge of managing the funds of a minor 
or distrained persan, the Court may withdraw the delaegation of powers 
stipulated in the preceding Article, without prejudice ta such rights • 
as have been acquired by third parties in good faith. 

Article 13: 

Every order issued by the Court whether for continuing the carrying on 
of the business of a miner or distrained persan, the withdrawl of the 
authorisation to continue carrying on business or restricting such 
authorisation, shall be registered in the Commercial Registry and be 
published in the Official �azette. 

Article 14: 

(1) The qualification of a married foreign woman to engage in 
commerce sha 11 be regu 1 ated by the 1 aw of the country of wh i ch 
she is a national. 
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(2) A foreign woman who takes up trade as an occupation shall be 
presumed to be carrying on such business with the permission of 
her husband. Should the applicable law authorises a husband to 
oppose the carrying on of trade by his wife, or if the husband 
withdraws his previous permission, his objection or withdrawal of 
the permission shall be recorded in the Commercial Registry and 
shall be published in a local newspaper. 

(3) The objection or withdrawal shall have no effect except from the 
date of the occurrence of such publication. 

(4) An objection or withdrawing the permission shall not affect 
rights acquired by bona fide third parties. 

Article 15: 

(1) It shall be assumed that a foreign wife got married according to 
the separation of property status, unless the financial agreement 
between the spouses otherwise provides. 

(2) A financial agreement between the spouses shall not be valid 
towards third parties except from the date of publication 
following registration in the Commercial Registry and publishing 
a surmtary thereof in the Official Gazette. 

(3) In case of neglecting the publication procedures set forth in the 
preced i ng paragraph, a th i rd party may prove that the marri age 
has taken place according to a financial arrangement than that of 
the separation of property status which is more appropriate for 
hi s i nterest. 

( 4) A judgement passed by a non-8 ahra in i court orderi ng the 
separation of the spouses shall not be valid towards third 
parties except from the date of entering such judgement in the 
Commercial registry and publishing the surmtary thereof in the 
Official Gazette. 

Article 16: 

(1) Without prejudice ta the prov1s1ons of the Commercial Companies 
Law, a non-Bahraini shall not carry on business in Bahrain unless 
he has a Bahraini partner holding at least 51% of the share 
capital. 
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(2) Non-Bahraini traders whose names are registered in the Commercial 
Registry on the effective date of this Law sha11 be given a two
year grace period for sett1ing their business affairs in 
comp1iance with the provisions of the first Paragraph of this 
Article, otherwise their names shall be struck off the Commercial 
Registry. 

The provisions of the preceding Paragraph shall not apply to GCC 
nationals engaged in trade on the effective date of this Law, and they 
sha 11 have the ri ght to engage in trade wi thout the requ i rement to 
have a Bahraini partner. 

Article 17: 

(1) The provisions of this Law sha11 not apply ta sma11  craftsmen. 

(2) Small craftsmen shall be defined as every persan who is engaged 
in an occupation that requires modest overheads and uses his 
physical activity or machines that require a limited mechanical 
power or a sma1 l number of workers to gain a certain income in 
order to secure his daily livelihood. 

Such sma11 crafts sha11 be determined by an order of the Minister 
for Commerce and Agriculture. 

Artic1e 18: 

(1) A persan shall be assumed as a trader if he makes an announcement 
through newspapers, publications, printed matter or such other 
media. This presumption may be contested by proving that the 
persan who assumes such a capacity has not actua11y taken up 
trade as an occupation. 

(2) The capacity of being a trader shall be proved for every persan 
who takes up such business under a false name or by being 
disguised behind another persan, in addition to being obvious to 
an ordinary persan. 

(3) If business is taken up by one of the persans prohibited from 
engaging in trade in accordance with special laws, rules or 
regu 1 at i ans, he sh a 11  be deemed as a trader and sha 11 be corne 
subject to the provisions of this Law. 
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Article 19: 

(1) Government ministries, the Municipality, societies and clubs 
shall not be deemed as traders. However, convnercial transactions 
concluded by such organisations shall be subject to the 
provisions of the Law on Commerce. 

(2) The capacity of being a trader shall be proved for the companies 
established or acquired by the State; and the same shall bea_ 
applicable to public organisations and institutions that 
principally carry on commercial activities and to organisations 
belonging to a foreign country and engaged in corrmercial 
activities in Bahrain. All these organisations shall be subject 
to the provisions applicable to traders, unless the Law otherwise 
provides. 

CHAPTER THREE 
COMMERCIAL BOOKS

Article 20: 

(1) Every trader who capital exceeds BD 10,a000, whether an individual 
or a company, shall maintain such commercial books requisite for 
the nature and importance of his trade, in such manner as to show 
the financial position , his rights and the obligations arising 
against him in connection with his trade. 

Traders sha 1 1  be gi ven a fi ve-year peri od corrmenc i ng from the 
effective date of this Law after which they shall be compelled to 
make entries in such books in the Arabie language. 

(2) In all cases, a trader shall maintain at least the following two 
books: 

(a) Basic journal book. 

(b) General ledger. 

(3) Subject to the approval of the Council of Ministers, the Minister 
for Commerce and Agriculture may issue an order providing for a 
transitional period corrrnencing from the effective date of this 
Law so that during this period traders shall not be obliged to 
maintain commercial books. Further, he may extend such period 
and he shall also be empowered to make any determination of the 
capital of a trader who shall be exempted from maintaining 
commercial books. 
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(4) Meanwhile, the Minister for Co!TITierce and Agriculture may subject 
to the approval of the Cabinet exempt by an order ta be issued by 
him such companies, firms and banks to be specified by hirn from 
the requirement ta maintain commercial books if they are using 
computers in maintaining their accounts. The order issued in 
this respect shall govern the rules and procedures ensuring the 
accuracy and correctness of the data recorded in the computer. 

Article 21: 

(1) A trader sha 11 record in the journa 1 book all the financial 
transactions undertaken by him as well as the persona l 
withdrawals made by him. Such entries shall be made on a daily 
basis and in detail, save for personal wi thdrawa 1 s wh i ch may be 
recorded together in every month. 

(2) A trader may use journal books to assist him in recording details 
of various items of corrrnercial transactions. In such case, it 
shall be sufficient to record the totals of these transactions in 
the basic journal book on a regular basis by relying upon the 
details of the ancillary journal books. If this procedure is not 
followed, every ancillary journal book shall be deemed as a basic 
journal book. 

Article 22: 

(1) There shall be entered in the general ledger all the accounting 
operations extracted from the journal book on the basis of the 
supporting documents, particularly the accounts relating to the 
cash and bank funds, partners, creditors, debtors, earnings, 
expenses and withdrawals. 

( 2) A trader sha 11 at the end of every peri od of t ime record the 
accounts referred to in the preceding Paragraph for the purpose 
of making a trial balance, making the necessary stock-taking and 
prepare the final accounts for the balance sheet. 

Article 23: 

(1) A trader shall maintain true and original copies of all the 
correspondence , telegrams and other documents relating to his 
trade whether those sent or received by him. 

(2) Filing shall be made in an organised manner facilitating 
reference thereto. 
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Article 24 

(1) Commercial books shall not contain any blanks, deletions, striking 
off, insertions between the lines or writing on the margins. 

(2) Before using the two books mentioned in Article 20 Second 
Paragraph, each page of the books shall be numbered and each page 
shall be signed by the persan designated for this purpose by an 
order of the Minister for Commerce and Agriculture by an order 
therefrom, and the seal of the concerned directorate shal 1 be 
stamped thereof after indicating the number of pages of the book. 

( 3) If the pages of either of the two books have been fi 11 ed up, a 
trader shall present it to the Ministry of Commerce and 
Agriculture to make an entry thereon to that effect prior to using 
a new book. In addition, he shall have to present the said book at 
the end of every financial year to the Ministry of Convnerce and 
Agri eu lture for verif yi ng the number of pages used duri ng the 
year. 

(4) In case of the cessation of the operations of the business, a 
trader or his heirs shall produce the aforesaid two books to the 
Mini stry of Commerce and Agriculture to make an entry thereon to 
thi s effect. 

(5) The signature and the entries to be made in the foregoing events 
shall be effected without payment of fees. 

Subject to the approval of the Council of Ministers, the Minister 
for Commerce and Agriculture may issue an order for the cessation 
of enforcing Clauses (2) and (3) for a specific period or for 
successive periods, as necessary. 

Article 25 

(1) A trader or his heirs shall maintain the corrrnercial books and the 
documents supporting the entries made therein for a period of ten 
years corrrnencing from the date of making the entry regarding the 
closing of such books. 

(2) They shall also maintain the correspondence and telegrams for a 
period of five years cormnencing from the date of despatch or 
receipt thereof. 

(3) Banks and companies designated by an order of the Minister for 
Commerce and Agriculture shall maintain during the period 
indicated in the preceding two Paragraphs microfilms of the 
documents instead of keeping the ori gina1 documents. 
Neverthe1ess, the original copies of such documents shall be 
maintained for a period of no less than two years. In this case, 
microfilm copies shall be as admitted in evidence exactly as the 
original documents. 
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Article 26 

(1) Entries made in the commercial books by the authorised employees 
of a trader shal l be considered as though they are entries made by 
the trader h imself. 

(2) For the entries made in the books of a trader, they shalal be 
presumed to have been made with his knowledge and consent unless 
the opposite is proved. 

Article  27 

The court may, when hearing a case, order of its own initiative or at 
the request of one of the litigants resolave that the books be 
submitted in order to examine the matters relating to the dispute 
referred theretoa. 

The court may undertake the ex ami nation of the books by itse 1f or 
through an expert to be nominated for this purpose. 

Article 28 

(1) The court may not, upon hearing a case, order a trader to 
surrender his books and documents relating thereto to enable his 
opponent to have access thereto except in the disputes relating to 
estates, companies and division of corranon property. 

(2) In case of bankruptcy or composition, the books shall be delaivered 
to the court, receiver or composition officer. 

Article 29 

The court may when hearing a case order searching the trader's 
premises to ascertain whether or not he maintains corrmercial books. 

Article 30 

Where a trader refuses to surrender hi s books for inspection , the 
court shal l consider his act as a presumption of the val idity of the 
facts required to be proved from the books and to ask his opponent ta 
take the supplaetory oath. 

Article  31 

(1) Failaure to maintain the books provided for in Article 20 or not to 
compl y with the provisions relating to maintaining them shal l be 
punishable by a fine of no less than 8D 100 and no more than BD 
1, 000. 
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(2) The officers designated by an order of the Minister for Cormierce 
and Agriculture shall have the power of entereing business premises 
to ascertain that they maintain the co11111ercial books referred to 
in Article 20 of this Law and that they have complied w ith the 
provisions governing them. In case of a violation , they shall 
have the power to prepare the necessary statements in this 
respect. 

CHAPTER FOUR 

BUSINESS PREMISES, TRADE NAME, UNFAIR COMPETITION 
AND COMMERCIAL STATEMENTS 

SECTION ONE 

PREMISES AND DISPOSING THEREOF 

Article 32 

(1) Business 
pertaining 

premises 
thereto. 

are the trader's premises and the rights 

(2) Business 
elements, 

premises comprise a 
which vary according 

group of 
to the 

material and 
circumstances; 

non-
they 

material 
are, in 

particular: the goods, business furniture, industrial machinery, 
contacts with customers, goodwill, trade name, right to lease out 
property, trade marks and descriptions, patents, licences, 
drawings and signs. 

Article 33 

If a contracting party fails to state the elements comprising the 
premises subject to the contract, it sha11 comprise, in addition to 
cent act s with customers and goodwi 11 , every mater i a 1 or intangible 
element that may be necessary to benefit therefrom in the manner 
intended by the two contracting parties. 

Article 34 

A disposal of the premises shall not be inclusive of the property 
where the premises are located, and every condition to the contrary 
shall be deemed null and void. 
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Article 35 

Every conveyance involving the transfer of the ownership of the 
premises or creating a real right towards it shal l be evidenced by a 
contract executed before the Notary Publ i c. 

Every conveyance transferring the ownership of the premises or 
creating a real right towards it that is not legalised before the 
Notary Pub 1 i c, sha 11 not be effective towards the contract i ng party 
nor towards third parties. 

Article 36 

1. A conveyance involving the premises shall be recorded in a special 
register to be maintained at the Commercial Registry, which 
register shal l be regulated by an order of the Minister for 
Commerce and Agriculture. 

2. A person making such a conveyance shal l ,  upon applying for 
registration, produce an official copy of the contract subject to 
the transaction accompanied by two copies of a docket of documents 
containing the particulars of the contract, particul arly the 
foll owing: 

a) Name of the party making the conveyance, his surname, 
nationalaity, occupation and domicile. 

b) Name of the party in whose favour the conveyance is made, his 
surname, nationality, occupation and domicilae. 

c) Location of the premises, abjects, branches belaonging thereto 
if any and specifying the parts of which they are made and 
affected by the conveyance. 

d) Where the conveyance is a sale , there shall be mentioned the 
salae price for the fixtures, goods and material and non
material elements of the premises, a statement of whether the 
vendor has maintained for himsel f the vendora1 s concessionary 
right or cancell ed the sale. 

e) The name of the l essor, l ease term, annual rental and dates on 
which the rent is payable. 

f) Name of the company with which an insurance is taken against 
fire and other risks. 
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3. In addition, 
of the local 

a suITDllary of the conveyance shalal be published 
newspapers containing the follaowing detailas: 

in one 

a) Names and addresses of the contracting parties. 

b) Date of the conveyance, type 
oblaigations arising therefrom. 

thereof and ri ghts and 

c) Type of premi ses , address and elements that the two 
contracting parties have agreed to be comprised in the 
conveyancea. 

d) Pri ce of the premi ses if the conveyance i s a sal e and the 
manner of payment of the balaance of the price. 

4. Transfer of ownership of the premises shal l not be valid towards 
the contracting parties or third parties except from the date of 
recording the conveyance in the special register kept for this 
purpose and publaishing a surrrnary thereof in one of the l ocal 
newspapers. 

Article 37 

If the conveyance involving the premises comprises elements subject to 
spec ial rules of publicati on or registration such as trade marks and 
similar items, the registration of the conveyance and publication in 
respect thereof according to Article 36 of thi s  Law shal l not 
substitute registration and publication in respect of such elements 
according to the l aw governing them. 

Article 38 

1. A disposal of the premises shal l be applicable to al l the rights 
and obligations relaating thereto unless the opposite is agreed 
upon, in which event the party making the conveyance shal l be 
jointly liable with the party in whose favour the conveyance is 
made with regard to such oblaigations. 

2. The party in whose favour a conveyance is made shal l fix a date 
for the former creditors pri or to the date of publishing the 
sunrnary of the conveyance with a view to settling the debts owed 
theretoa. Publication shal l take place in one of the l ocal 
newspapers and the period thereof shal l not be less than 60 days 
from the date of publication. 

3 .  The party in whose favour a conveyance is made shal l be discharged 
of liability for debts owed to persans failing to give notice 
thereof by registered letters with delivery notes within the 
period specif ied in the preceding Paragraph and the party making 
the conveyance shall be solely l iable for such debts. 
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Article 39 

1. Making an entry in the Register shall secure the vendor's benefit 
for a period of two years from the date of registration . Such 
entry shall be deemed cancel led where it is not renewed during the 
aforesaid period. 

2. In the event of moving the premises, an entry shall be made in the 
margin of the Register showing the new address of the premises. 

Article 40 

Notwithstanding the prov 1s 1ons relating to bankruptcy, a vendor of the 
µremises who has not received the full price may have recourse against 
the body of creditors in the purchaser • s bankruptcy proceedings and 
recoveri ng the premi ses subj ect to the sa 1 e or hi s ri ght to the 
benefit thereof if he has maintained his right to annulment or the 
vendora's  benefit and should the salae contract have fulfilled the 
procedures provided for in Articles 35 and 36 of this Law .  An 
annulament or benefit shall only be applicable to the elements 
comprised therein. 

Art i cle 41 

( 1 )  A vend or who bri ngs a suit for annu lment sha 11 serve notice on 
such creditors who have entries made against the premises at their 
elected domiciles shown in the entries. 

(2) Where the vendor at the time of the sale makes it a condition that 
the sale becomes null and void by the operation of the law if the 
price i s  net paid at the appointed time, or where bath the vendor 
and purchaser agree ta cancel the sale, the vendor shall serve a 
notice of cance 1 1  at ion or the agreement of cance 11 at ion ( as the 
case may be} on the registered creditors at their elected 
domiciles. 

Articlae 42 

(1) The benefi t  of the vendor shal l be struck off if this is mutually 
agreed upon between the contracting parties or if the purchaser 
settles the remainder of the price and relaated amounts due. 

(2) The striking off shall be made by making an entry in the margin of 
the Registera. 
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Premi ses may be mortgagede. Where the mortg age deed does not spec if y 
the elements covered by the mortgage, it shall  only be applic able ta 
the trade name,  right to the lease , contacts with customers and 
goodwille. 

Arti cle 44 

(1) A mortg age deed may only be effected by an official  i nstrument i n  
writing  executed before the Notary Public ,  otherwise it shall be 
null and void .  

( 2)  A mortg age deed sha 11 contai n a dec l arat ion by the debtor as to 
whether or not the vendor has a lien over the premises as wel l as 
the name of the company which i nsured the premises against fire, 
if any. 

Article 45 

(1) A mortgage deed over the prem i ses shall be concluded by 
registering it with the Commerc i al Registrye. 

( 2) Such registration shall secure a privi lege right for five years 
from the date thereof. Where registration is not renewed within 
the sai d time limit ,  it shal1 be deemed to have been cancel lede. 

( 3 )  The said entry shall be struck off by mutual consent of the 
parties concerned or pursueant to a final court judgemente. 

Article 46 

A mortgagor shall be liable for maintaining the mortg aged premises in 
a good condition.  

Article 47 

The provisions set forth in the Civil and Commercial Procedures Act 
shal l be enforced i n  the event of non-payment of the baleance of the 
price for the salee of the premisese. 

Article 48 

The vendor, as well as the mortgagees ,shall have the same rights and 
prievileges over the sums arisi n g  from the security as those which they 
had over the sol d and secured items if the said sums arise from the 
same rights and privileges belong i ng thereto from such items 
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Artiacle 49 

The lessor of the place wherein  lies the mortgaged furn i ature and 
equipment which are used for explo i ting the busianess prem ises may not 
exercise his priv ilege right for more than two yearsa. 

SECTION TWO 

TRADE NAME 

Artiacle 50 

W i thout prejudice to the prov1s1ons set forth in the Corranercial 
Regiastration Law promulgated by Ami ri Decreee No.a(1) Finance of 1961, 
as amended, a trade name shall be subject to the provis i ons contained 
in the followi ng Articles. 

Article 51 

(1) A trade name is made up of the tradera1 s name and surname. It must 
be clearly different from names already registered. 

(2) A trade name may conta in  particulars pertaining to the persons 
therein  mentioned, if relevant to the k ind of trade for which i t  
is designated. However, i t  may contain an i nnovated name. 

In al l cases, a trade name shall conform to the facts, otherwise it 
w ill be misleading or may prejudice the best interest of the publi c .  

Artiacle 52 

(1) A trade name shall be entered in the Commercial Registry in 
accordance with the provisions of the Commercial Regi stration Law 
promulgated by Amiri Decree No.(1)  Finance of 1961a, as amended. 

(2) When a trade name has been regiastered no other trader may use the 
said name for the k ind of trade undertaken by h im. 

(3) Where the name and surname of the trader are similar to the trade 
name entered in the Registry, he must add ta his name such 
particulars as will distianguish him from the trade name already 
registered. 

Article 53 

A trader shall carry on his business act iv iaties and s i gn the relevant 
documents under h is  trade name. He shall display the sa i d  trade name 
at the entrance of his busianess premaisesa. 
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Article 54 

A trade name may not be disposed of independently of the business 
premises; but the disposal of the business premises by the owner does 
not include the disposal of the trade name, save where otherwise 
provided expressly or impliacitly. 

Article 55 

( 1 )  A persan to whom the ownership of business premi ses is 
transferred, may not use the trade name of his predecessor, unless 
such name devolves unto him or the predecessor authorises him to 
use it. In any case, the assignee shall add to the said trade name 
such particulars purporting the transfer of ownership. 

(2) Where the predecessor agrees to the use of the original trade name 
without any additions, he shall be liable for such obligations as 
are concluded by the successor under the said name, if the 
successor fails to perform the said obligati onsa. 

Article 56 

(1) Any persan who owns a trade name belonging to business  premises 
shall subrogate his predecessor in all obli gations and rights that 
devolved under the said trade name. Any agreement to the contrary 
shall not be effective towards third parties unless it has been 
registered in the Commercial Registry or the interested parties 
have been adv i sed of the same. 

(2) The liability for the predecessor's obligations shall lapse after 
five years from the date of transferri ng the ownership of the 
business premises. 

Article 57 

A persan to whom the ownership of business premises has been 
transferred without its trade name, shall not be liable for his 
predecessor ' s  obligations, unless an agreement to the contrary has 
been concluded and entered in the Cormiercial Registry. 

Article 58 

( 1) Trade names of cornpanies shall be in compliance with the relevant 
legal provisions. 

( 2) A company may rnaintain its earlier trade narne without alteration 
if a new partner joins the Company or if a partner 1 eaves a 
company whil e  the trade name thereof includes his name, sa long as 
this particular partner or his heirs have agreed to keeping it in 
the trade name. 
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SECT ION THREE 

UNFAIR COMPETITION 

Article 59 

(1) Where a trade name is used by a person other than i ts owner, or 
where the owner uses it in a manner contravening the Law, 
i nterested parties may apply for an order banning its use and may 
al so apply  for having it struck off the Commercial Registry if it 
is  al ready registered. They may further claim damages, if  
relevant. 

(2) These prov isions shal l apply to the use of trade marks and 
descri ptions in the manner provided for in this Law. 

Artaicle 60 

A trader sha 11 not resort to fraud and cheat i ng when marketing hi  s 
goods, nor shall he disseminate false i nformation that is likely to 
have damaging effects on the i nterests of another trader competing 
with him, otherwise he shall be liable for damages. 

Artaicle 61 

A trader shal l not disseminate matters that are i nconsistent with the 
truth as regards the origin or descript ion of his goods or the 
importance of his trade, nor shall he falsely declare that he hol ds a 
degree, certificate or award nor may he resort to any other mislaeading 
methods w ith the intent of attracting the customers of a competitor 
trader, otherwise he shall be l iable for damagesa. 

Article 62 

A trader may not induce the workers or employees of another trader to 
assist him i n  attracting the customers of such other trader or to 
leave their employer ' s  serv ice to work in his empl oy with a v iew to 
allowing him ta learn the secrets of his competitor. 

The foregoing acts shal l be deemed as unfair competition necess i tating 
damages. 

Article 63 

Where a trader issues to an ex-employee or worker a certif i cate of 
goad conduct contrary ta the truth, which misled and caused damages to 
another bon a fi de trader, the latter may, accord i ng ta ci  rcumstances 
and conditions, have recourse aga inst the former for fair damagesa. 
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Art icle 64 

Any persan , engaged in the business of supplyi ng informat i on ta 
commercial houses about the condi t ions of traders, who knowi ngly or 
through gross negli gence suppli es untrue statements about the 
behavi our or financial standing of a trader, shall be l iable for 
payment of damages for the consequences ari si ng from h is  faul t .  

SECT I ON FOUR 

TRADE DESCR IPTIONS 

Artiacle 65 

A trade descript i on is any explanation relating directly or indirectly 
to the followiang: 

(i) the number , quantiaty, measurements, siaze, weight or capaciaty of 
the goods. 

( i i) pl ace or country wherei n the goods have been manuf actured or 
produced. 

(i i i ) the method of manufacture or product ion. 

( iv) the component parts thereof. 

(v) the name or descr iption of the producer or manufacturer. 

( v i  ) the existence of patents or such other ri ghts of industrial 
ownership , or any concessiaons, pri zes or trade or industri al 
pri v i l eges. 

(vi i) the name or form by which the goods are known or classi f i ed. 

Artiacle 66 

A trade descr ipt ion shall conform to the truth in all respects 
regardless of whether i t  is displayed on the products, premises, 
stores or their names or on the wrappers, invoiaces, letters, 
adverti sing materials or such other thi ngs that are used for provid ing 
the goods to the publi c. 
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Arti cle 67 

( 1 )  The name or trade name of the vend or may not be di sp l ayed on 
products imported from a country other than that where the sale 
is effected, unless it is accompanied by a precise statement 
written in bold characters regarding the country or place 
wherein the products are produced or manufactured. 

(2) Residents of a locality famous for producing or manuafacturing 
certain products, who deal in similar products imported from 
other local it i es, may not di sp l ay the i r marks thereon if they 
tend to mislead the public regarding the ori gin of such 
products, even where the marks do not contain the names or 
addresses of such persans, unless precautions have been taken to 
avoid any confusion. 

Article 68 

A manufacturer may not use the name of the locality wherein he has a 
principal factory on products manufactured for h im  at another locality 
unless such name includes a statement giving the name of the latter 
locality i n  a manner which prevents any confusion. 

Article 69 

(1) Prizes, medals, diplomas or honorary degrees of any kind 
whatsoever may not be ment ioned except wi th regard to products 
entitled thereto and to persans and trade names to whom they are 
awarded, or to persans to whom the rights to the foregoing have 
passed prov i ded an ace urate statement i s gi ven regard i ng the 
dates, kinds and fairs or contests where they were granteda. 

(2) Any persan who participates with others in  exhibiting products 
in fairs may not use, on his own products , the awards granted to 
the common products on show, unless he shows clearly the origin 
and kind of such awards. 

Article 70 

(1) Where the quantity, measurements, weight , capacity, size, origin 
or the component parts of the products, are of the el ements 
having a beari ng on their evaluation, the Minister for Corrmerce 
and Agriculture may issue an order prohibiting the import, sale 
or offering for sale of such products unless they carry one or 
more of the foregoing particulars. 
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(2) An order of the Minister for Commerce and Agricu lture shall l ay 
down the manner of d i  sp 1 ayi ng the parti cu l ars on the pro du et s, 
and where th i s i s not feas i b le, the alternative procedures, 
provided that such particulars shall be written in Arabie. 

Article 71 

A prison sentence and a fine not exceeding BD 500, or either penal ty, 
shall be inflicted upon any mala fide violator of the provisions of 
Articles 65 to 70 with regard to tracte descriptions. 

CHAPTER FI VE 

COMMERCIAL OBLIGATIONS 

General Provisions 

Article 72 

If a contract is of a commercial nature with respect to a contracting 
party, a 1 1  the persons concerned therewi th sh a 1 1  be subj ec t to the 
provisions of the Law of Cof'IJ!lerce unless the Law otherwise provides. 

Article 73 

1. Persans who assume together a corrvnercial debt sha l l  be jointly 
liable for the said debt, un less otherwise provided by the law 
or agreement. 

2. This provision shall be applicable where there are several 
guarantors of a corrrnercial debt. 

Article 74 

(1) A guarantee shall be commercial where a guarantor has guaranteed 
a debt which is deemed with regard to the debtor to be 
commercial. 

(2) A guarantee shall be evidenced in the manner whereby the 
original obligation is established. 

( 3) A commerc i a 1 guarantee may not prov ide for the guarantor, even 
though he is not j ointly liable, to disqualify the debtor unless 
otherwise agreed upon. 
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Article 75 

Where a trader carries on for a third party such business or services 
as are relevant to his commercial activities, he shal 1 be deemed ta 
have done sa against consideration, save where the contrary is 
established. Such consideration shall be determined according to the 
prevailing practice in the absence of which the Court shall do so. 

Article 76 

(1) A loan shall be deemed to be commercial if it is concluded by a 
trader for the sake of his business affairs. 

(2) It shall be assumed that the contracting parties have agreed to 
an interest clause for such loan unless it is proved that they 
had a contrary intention. 

(3) Where the business of a trader requires granting loans for his 
business customers or others or payrnent of amounts or expenses 
for their account, he may claim interest from the date of 
payrnent unless otherwise agreed upon. 

(4) Interest shall be charged at the legally applicable rate unless 
another rate is agreed upon , provided that such rate shall not 
exceed the legally prescribed level. 

(5) The Bahrain Monetary Agency shall, by a notice issued therefrom, 
determine the legally prescribed rate and the maximum rate of 
interest stipulated in the foregoing Paragraph. 

(6) Interest 
deferred 
thereof 
practice 

shall be paid 
for more than 
is one year 
to the contrar

at 
one 
or 
y. 

the end 
year and 
less un

of every year if the debt 
on maturity date if the t

less there is agreement 

is 
erm 
or 

Article 77  

(1) Claims and authorisations issued by a trader with regard to his 
business affairs shall not lapse upon his death. 

(2) However, his heirs may revoke them should they decide not to 
continue in business. In this event , they shall not be obliged 
to pay any compensation to a party who has entered into contract 
with their testator if their notice ta him with regard to 
revocation has been given at an appropriate time. 
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If a certaian date has been f i axed for  the comiang  i nto  effect  of a 
con  tract and where such  date exp iares wi th o u t  enforcement thereof by 
the debtora, then a credai tor shal l not be compel l ed to accept 
enforcementa. 

Arti c l e  79 

If on·e of the contracti ng part i es mai n t a i n s  the r i ght to termianate a 
contrac t ,  h i s  
agreement to 
dep r i ve h i m  of 

performance 
performance 
the r i ght  t

of h i s  oblai ga t i o n s  under 
of the other partya• s  

o termian ate the  s a i ad cont

the contract 
ob l i agataions  

raact .  

or 
sha1a1 

h i s  

Art i c l e  80 

A not i ce  or warn i ng  wi th  respect to commerc i al matters sha1 1 b e  served 
by a regi s tered l etter or by reg i stered mai l  wi t h  a del i very note . 

I n  cases  of emergenci e s , a not i ce or a warn i n ag may be  served w i th a 
te l egram or a s i rni l ar method . 

For the provisions of Article 81 of the Law of Comnerce prcm.llgated by 
Legislative Decree No. 7  of 1987 , as amended by Legislative Decree No . 15 
of 199 1 ,  there shall l:e substituted the following: 

"Article 81 

1 .  Interest for delay of settlement of oornnercial debts shall accrue 
upon :maturity unless the Law or an agreement stipualtes otherwisea. 

2 .  In no case shall the total interest pa.yrnents charged by the 
creditor ce in excess of the principal debt arnount on the basis of 
which interest has been charged in the case of debts the re-payment 
period of which exceeds seven yearsa. Every agreement to the 
contrary shall l:e null and void. 

3 .  The provision of pa.ragraph 2 shall not l:e applicable to interest 
for debts arising from transactions concaluded in a foreign 
currencya. 

4 .  A creditor shall have the right to claim supplementary daniages to 
be added to the delay interest without the need for proving that 
the damages in excess of such interest have l::een caused by t.tie 
debtor ' s  deceit or gross failure . "  

Article 82 

Settlement of a commercial debt takes place if a person holds a debt 
instrument showing a discharge signed by the creditor or if a persan has a 
valid discharge issued by a creditor or his representative releasing the payer 
fro liability, unless the creditor proves that the debtor has not conducted the 
usual investigations to ascertain the validity of the settlement. 
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Article 83 

(1) Every instrument the subject of which is the payment of a 
certain sum of money or delivery of goods may be negotiated by 
way of endorsement if it is made to the order of the creditor or 
by way of delivery if it is made for the holder. 

(2) Endorsement or delivery shall result in transferring all the 
rights arising from the instrument to the new holder. 

(3) In case of endorsement, the endorser shal l guarantee settlement 
of the right established in the i nstrument on maturity date 
unless it is mutually agreed to restrict the guarantee to the 
existence of the right at the time of endorsement. 

(4) If an instrument is created in the event of concluding a 
cormnercial transaction , the signatories thereto shall be 
jointly liable therefor unless otherwise agreed upon. 

(5) In all cases, a debtor shall not have recourse against the 
holder of the instrument with the defences based upon personal 
relationships with the persan who has issued the instrument or 
the former holders thereof , unless it is the intention of the 
holder at the time of obtaining it to cause damage to the debtor 
or if the defence relates to the debtora1 s lack of legal 
qualifications. 

(6) A debtor may refuse to settle the value of the instrument unless 
it is delivered thereto carrying a discharge of his liability. 

Article 84 

A debtor ' s  possession of the debt instrument shall be a presumption of 
discharging him of liability unless the contrary is proved. 

Article 85 

The loss of the instruments referred to in Article 83 shall be subject 
to the provisions relating to the loss of commercial papers or 
destruction thereof unless the Law otherwise provides. 

Article 86 

(1) Commercial obligations whatever may be the value thereof may be 
evidenced by al l methods of proof unless the Law otherwise 
provides. 
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( 2 )  Save for the events where the Law requ ires proof by  an 
instrument i n  wri t i ng w ith respect to commerc i al matters , i t  i s  
pos s i b l e  i n  such matters to prove the contrary of the contents 
of a wr i tten ev i dence or to prove what i s  beyond such e v i dence 
by a l l  methods . 

Art i c l e  87 

( 1 )  In commerc i a l  matters the ob l i gat i on s  of traders concern i ng 
the i r  bu s ianess  act i v ai t ie s  towards each other sha l 1 l apse after 
ten years from the date on wh i c h  the performance of an 
ob l i gat ion  fal l s  due,  s ave where the l aw prov i des for a shorter 
peri od . 

F ina l  judgements passed i n  respect of traders l aw-s u i ts towards 
each other and re l at i ng ta the i r  b u s i ness  act i v i t i e s  shal l l ap s e  
after a per i od o f  ten yearsa. 

Art i c l e  88 

Wr i tten i n struments i n  pr i vate form with respect to commerc i al matters 
shal l be deemed as ev i dence towards th i rd part ie s  on the date thereof 
even though s uch date i s  not confi rmed u n l es s  the l aw requ i res  that 
the date be showna. 

The date of a wri tten i nstrument i n  pri vate form sha lal be deemed 
correct unt i l  the contrary i s  proved .  

Art i c l e  89 

Commerc i al books may be admi tted i n  e v i dence i n  the l ega l  act i on s  
brought by or agai nst  traders so l ong a s  they re l ate ta the i r  b u s i ne s s  
act i v i t i es i n  accordance w i th  the fo l l owi ng  r u l es : 

( 1 )  Entr ie s  recorded i n  the books  sha l l ,  even though such  books  are 
not properly ma i nta ined ,  be deemed as ev i dence of the owner of 
s uch book s .  However, it i s not permi s s i  b le for someone wi sh i ng 
to extract from such books an ev i dence for h i s  benef i t  to take 
extracts  from the entries recorded there i n .  

( 2 )  Entr ies  made i n  the proper l y  mai nta i ned books accord i ng t o  the 
prov i s i ons of the Law shal l be rel i ed upon for the benef i t  of 
the trader who mai nta ins  them aga i nst  an opponent who i s  a 
trader , u n l e s s  they are chal l enged by the l atter by re ly i ng  
upon the entri es conta ined i n  the proper books ma i nta i ned by h im 
or i f  he proves that they are not proper by produc i ng a proof ta 
the contrary .  



28 

(3 ) If a comparison between the proper books of the two opponents 
maintained according ta the Law results in establishing a 
contradiction in evidencea, the Court may request another 
evidencea. 

(4) If there are discrepancies i n  the details contained i n  the books 
of the two opponents and should the books of either be proper 
while those of the other are found to be improper, recognition 
shall be given to the properly maintaianed books of the trader, 
unless his opponent produces evidence to the contrary. 

Article 90 

If the Court resolves to admit the contents of commercial books, it 
shall ask the owner of such books to take the oath as to the 
correctness of the particulars that it wishes ta admit and to the 
continuation of the obligation as being owed by the debtor. 

Article 91 

The Minister for Conmerce and Agriculture may, subject to the consent 
of the Council of Ministers, issue an order whereby financial 
institutions shal l be exempted from the enforcement of any of the 
provisions contained in this Parta. 

PART TWO 

DEFINED COMMERCIAL CONTRACTS 

CHAPTER ONE 

COMMERCIAL SALES 

Section One 

General Provisions 

Article 92 

The provisions of this Chapter shall only  be applicable to the sales 
concluded by traders with each other for purposes relating to business 
unless the Law otherwise providesa. 

Article 93 

A sa 1 e i s a contract whereby a vend or i s ob 1 i ged to transf er the 
ownership of a property in consideration of a cash pricea. Should the 
consideration be in cash and in kind, it shall be vital for 
considering such contract a sale that the cash consideration be 
greater than that in kind. 



29 

Article 94 

(1) A purchaser shall be adequately aware of the sold items, and his 
awareness shall be deemed sufficient if the contract comprises 
the description of the sold items and the basic characteriastics 
thereof in a manner enabling its easy identification. 

(2) If it is mentioned in the sale contract that the purchaser is 
aware of the sol d  items ,  he shall forfei t  his r i ght to claiming 
the invalidation of the sale on the ground of his non-knowledge 
unless he can prove that the vendor has acted fraudulently. 

Article 95 

(1) Where it is agreed that the purchaser may fix the form, size or 
other distinguishing features of the item sold, the purchaser 
shall do so within a reasonable peri od failing which, the vendor 
may apply for recession and compensation. 

(2) After the lapse of the aforementioned time limit, the vendor may 
determine such feature. Such determination shal l be final, if 
the purchaser does not abject to it within a reasaonable period 
of time of the date on which is served on him. 

Article 96 

(1) Where the sale is subject to a particular " specimen", the sold 
item shall conform thereto. 

(2) If the "specimena" is damaged or destroyed in the hands of one of 
the contracting parties , even without any fault of his, such 
contracting party whether he is a vendor or purchaser shal 1 
prove that the item is identical or unidentica1 to the specimen. 

Article 97 

(1) I n  the sale on a trial basis, a purchaser may accept or reject 
the sold item, and the vendor shall enable him to try the 
product. Should the purchaser refuse to accept the sold item, he 
shal l declare the refusal within the mutually agree::I period. 
However, if there is no agreement as to s uch period, the refusal 
shall be made within a reasaonable period to be determined by the 
vendor. If this period expires and the purchaser remains silent 
while being able to try the sold item , his silence shall be 
deemed as acceptance. 

(2) A sale on a trial basis shall be conditional upon the acceptance 
of the sold item, unless it is established from the sale or the 
circumstances thereof that the sale is dependent upon a 
cancell ation condition. 
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Article 98 

Where a sa l e  is conditional upon tasti ng the item, a purchaser may 
accept the sold item if he wishes, but he has to declare such 
acceptance within the period determined by the mutual agreement or 
custom and usage. A sale shall be deemed to have been concluded from 
the time on which such declaaration is made. 

Article 99 

( 1) The assessment of the price may be limited to stating the 
principles upon which it is fixed. 

( 2) Where it i s agreed that the sa 1 e sha 1 1  be at the market pri ce, 
the applicable price shall be fixed on this basis at the time 
and place wherein the contract has been concluded unless an 
agreement or custom and usage stipulate otherwise. 

Article 100 

Where both contracting parties fail to fixaa price for the sold item, 
the sale shall be concluded at the prevai1ing price between them. 
Where they did not have previous dealings ,  the sale shall be concluded 
at the applicable market price, unless it is established from 
circumstances or commercial practices that another price must be 
admitted. 

Articale  101 

A third party may be authorised to fix the price, but where such party 
fails for any reason whatsoever on the date set down for this purpose 
or within a reasonable period to fix the said price, the current 
market price shall be recognised at the time and place wherein a 
contract has been concluded. If it is not feasible to learn the market 
price, such price shall be fixed by the Courta. 

Article 102 

( 1 )  Where the price is estimated on the basis of weight, it shal l 
mean the net weight, save where both parties have agreed 
otherwise or the prevailing usage is otherwisea. 

( 2) Upon del i veri ng the so 1 d item, there sha 1 1  be no a 1 1  owance for 
any shortfall that is allowed by the prevailing usage to be 
overlooked. 
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Arti cle 103 

( 1 )  Where a date is not fixed for delivery , it must be effected 
immediately upon conclusion of the contract, unless the nature 
of the sold item or the prevailing usage requires another date 
to be fixed. 

(2) Where it rests with the purchaser to set a date for delivery, 
the vendor shall deliver the goods on such date as is fixed by 
the purchaser giving due consideration to custom and usage and 
the requirements of the nature of the sold items. 

Article 104 

(1) Where the vendor fails ta deliver on the date fixed for 
del ivery, the contract shall be deemed to have been terminated 
without need for service of notice, unless the purchaser gives 
notice to the vendor insisting upon performance of the contract 
within three days of such date. 

(2) The purchaser may claim from the vendor, by way of damages , the 
di ff erence between the agreed pr i ce and the sum pa id in good 
faith to procure a similar item. 

(3) Where the sale relates to goods having a known price in the 
market, the purchaser may claim from the vendor the difference 
between the price agreed and the market price on the date fixed 
for delaivery, even though he does not purchase similar goods. 

Article 105 

If it is agreed to delaiver the sold items in several parts, the 
purchaser may seek termination of the contract unless the vendor 
delivers any of the agreed parts on the fixed date thereof. 
Termination shall not be applicable ta the parts that have already 
been delivered, unless the partition of the so l d  items results in 
serious damage to the purchaser. 

Article 106 

(1) Where the vendor, at the request of the purchaser, sends the 
sold items to other than the place specified for delivery, the 
liability for perishing shall be borne by the purchaser from the 
date of delivery of the items sold to the carrier , after which 
the liability shall shift ta the purchaser. 

(2) Where the vendor fails to comply with the instructions of the 
purchaser regarding the method of despatch without a justifiable 
necessity, he shall be liable for such damages as are sustained 
by the sold items as a result of such breach. 
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(3) Expenses to be incurred by reason of delaivering the so 1 d  items 
at a place other than that agreed upon shal l be borne by the 
purchaser unless there is a mutual agreement to the contrary. 

Article 107 

Where the sol d item is destroyed prior to delaivery thereof for any 
reason beyond the vendor ' s  contro l,  the sale contract shall be 
terminated and the purchaser shall recover the sal e price, unlaess the 
destruction took pl ace after giving notice to the purchaser for taking 
delaivery of the soal d  items. 

Article  108 

(1) Where the price is not paid on the agreed date, the vendor m ay, 
after serving notice on the purchaser, resel l the goods. If the 
goods are sol d  in good faith at a price l ower than the mutual l y  
agreed price, the vendor may cl aim from the purchaser the 
d ifference between the two prices. 

(2) Where the goods sol d  have a certain specified price in the 
m arket, the vendor may cl aim from the purchaser the difference 
between the price agreed and that prevailing on the date fixed 
for payment of the price. 

Article 109 

(1) Where the purchaser refuses to take delaivery of the sol d item, 
the vend or may commit it to a depos itory and se 11 it by pub 1 i c 
auction on the l apse of a reasonable time l imit fixed by him and 
promptly notified to the purchaser. However, perishable items 
m ay be sol d by public auction without the need to serve such 
notice. 

(2) Where the sol d item has a certain specified price in the market, 
it may be sol daat said price through an auctioneera. 

( 3) The vend or sha 11 depos it the proceeds of sa 1 e at the Court 
Treasury, pending the settlement of the dispute between him and 
the purchaser without prejudice to his right to deduct the price 
and the expenses of deposit and sale. 

Artic le 110 

Save in the case of agreement or usage, where the quantity or kind of 
the sol d items delaivered is l ess than what has been agreed upon, or if 
it appears that the items are defective or not compatible with the 
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conditions or the specimen on the basis of whi ch a contract has been 
conclauded, a purchaser shal l not have the right to terminate the sal e  
contract unless the shortfall , defect , non-compatibility or 
unfitness of the sol d items for the intended purpose thereof as 
envisaged by the purchaser or if it becomes difficu1t to dispose 
thereof. In the event of refusing the termi nation request ,it shal l 
be sufficient ta reduce the price. 

Article 111 

(1) In the cases referred to in the preceding Article, the purchaser 
shal l give notice to the vendor of the existence of the 
shortfall ,  defect or non-compatibil ity within fifteen days from 
the date of actual delaivery of the sol d items thereto. He shalal 
also fil e l egal action for termination of the contract or 
reduction of the price within one year from the date of such 
delaivery, otherwise he shal l forfeit his right ta bring such 
l egal action. 

(2) An agreement may be mutual ly  concluded for extending the dates 
provided for in the preceding Article, shortening them or 
exempting the purchaser from complaying therewith. 

Article 112 

(1) If it is established after del ivering the sol d  item to the 
purchaser that the quantity thereof is in excess of the actual l y  
agreed quantity , no ruling shal l be passed enabling the vendor 
to recover the excess unless the purchaser refuses to pay the 
complete price after serving notice upon him to this effect. 

(2) The vendor ' s  claim for payment of the complete price shal l l apse 
after one year from the date of delivery ,either actual l y  or by a 
judgement, of the sol d item ta the purchaser. 

Article 113 

The purchaser who has paid the full price may ask the vendor to 
furnish him with an invoice for the goods on which there shal l be 
indicated that the price has been paid. 

Article 114 

(1) An agreement may be conclauded for obliging the purchaser not ta 
ask for a l ower pri ce upon the resale of the item wh i ch he 
purchases, if such item is protected by a registered trade marka. 

(2) This condition shal l have no effect if the purchaser is a non-
profit making organi sation or if the sol d item i s  one of the 
staplae goods. 
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{3) The successors of the purchaser shall not be obliged to comply 
with this condition unless  they are aware thereof or if they 
were able to be aware thereof. 

SECTION TWO 

CERTAIN KINDS OF COMMERCIAL SALES 

( 1 )  Hire Purchase 

Article 115 

If the price is to be paid by instalments and the purchaser fails to 
pay one of the instalments of the agreed price, no judgement 
rescinding the sale may be entered if it is proved that he has 
performed the greatest part of his obligations .  

Article 116 

{ l) Where the ownership of the movable item sold is retained by the 
vendor pending the payment of al 1 instalments, the purchaser 
shall acquire such ownership on payment of the last instalmenta. 
However, the purchaser shall bear the consequences of damages to 
the item sold from the time of delivery thereto. 

{ 2) A purchaser may not dispose of the item sold thereto before he 
has paid all instalments, save where the vendor agreed in 
writing to such action. Any disposal by the purchaser in 
contravention of this provision shall not be valid towards the 
vendor if he proves that such third party was aware at the time 
of disposal that the price had not been paid in fulla. 

(3) Notwithstanding the prov1 s1ons regarding bankruptcy, the 
condition relating to the retention of ownership shall not be 
valid towards third parties unless it is written in a paper with 
a fixed date prior to such third partya1 s right or to such 
execut ion proceedi ngs as have been in i t i ated by the cred i tors 
against the sold item. 

(4) Where the purchaser disposes of the item sold without having 
paid all the instalments of the price and without the consent of 
the vendor, the latter may requ ire the former to pay a 1 1  the 
remaining instalments at once. 
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2. F . O. B. Sal es 

Article 117  

A FOB sale is one by which the goods are delivered at the port of 
shipping on board the vessel des ignated by the purchaser for their 
carrieage. 

Article 118 

The purchaser sha 1 1  execute the carri age contract of the goods , pay 
freight and notify the vendor within reasonable time of the name of 
the vesse 1 chosen for the car ri age as we 11 as the p 1 ace and date or 
time limit set for shipping. 

Article 119 

( 1) The vendor shall pack and sh ip the goods on board the vessel 
designated by the purchaser , on the date or within the time 
limit set for shipping. 

(2) The vendor shall incur the costs of packing, charges for 
checking, measuring , weighing or counting relevant to the 
shipping of the goods. 

(3) The vendor shall promptly notify the purchaser that the goods 
have been shipped and despatch to him the relevant papers, in 
which case the purchaser shall bear the costs of notification 
and despatch of the papers. 

Article 120 

Where the purchaser requires a certificate of or1 g 1 n  of the goods, the 
vendor shal l obtain the same and forward it ta him. 

Article 121 

The vendor shall provide such assistance which will be needed to 
enable the purchaser ta obtain the bil 1 of 1 ading and such other 
documents as are issued in the country of shipping wh i ch may be 
required by the purchaser to enable him to import the goods into the 
country of destination or their passage in transit through another 
state. 

The purchaser shall incur the costs of obtaining such documents. 
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Article 122 

The vend or sha l l i ncur a 1 1  the amo unts due and p ayab 1 e in respect of 
the sold item, including export fees and shipping costs up to the 
moment the goods goes through the shipping barrier of the vessel. The 
vendor shall be liable for the consequences of any damages suffered by 
the sold item upto the time hereinabove mentioned . Any costs accruing 
on the goods thereafter and any damages that may arise shall be borne 
by the purchaser. 

Article 123 

Where the arrival of the ship is delayed beyond the expiry of the time 
limit set for the shipping or where the vessel leaves the port before 
the expiry of this time limit or if the vessel is unable to ship the 
sold itema, the purchaser shall be liable for incurring the additional 
costs arising therefrom and the damages suffered by the goods from the 
expiry date of the time limit set for the shipping, provided that the 
goods subject to the sale have been designated perase. 

Article 124 

Where the purchaser fails to give the name of the vessel to the vendor 
in due course or if he reserves the ri ght ta fi x a t ime l imit to 
receive the goods but fails ta do so, he shall be liable for the 
resulting additional cost and such damage as may be suffered by the 
goods from the expiry date of the time limit agreed for delivery, 
provided that the goods subject to the sale have been designated per 
sea. 

3. C.I.F. Sale 

Article 125 

A CIF sale is the sale of goods whereby a vendor has committed himself 
to conclude a contract for the carriage of the sold item from the port 
of shipping to the port of discharge and to insure it against the 
transport risks as wel l as shipping it on board the vessel. For this 
purpose, he shal 1 pay the necessary costs and expenses, and then he 
shall add them to the price which the purchaser shall be bound to pay. 

Where the vendor shall be responsible for payment of the costs and 
concluding the carriage contract excluding the insurance contract, the 
sale shall be deemed as C.A.AND F. 
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Art i c l e  126 

( 1 )  The vendor shal l execute the carr i age contract accord i ng ta the 
cu stomary conditions  and shal l choose a vesse l  su ited for the 
carr i age of goods of the s ame type as the s o l d  item. 

( 2 )  He shal l be l i ab l e  for payment of the fre i ght and other charges 
that may be asked by the carrier to be pa  id at the port of 
l oad i ng .  

Artic l e  1 2 7  

( 1 )  The vendor sha l l b uy  a maritime i ns urance po l i cy for the so l d  
items from a reputed i n surer coveri ng the r i  s k s  of the voyage 
and sha l l pay the necessary costs and expensesa. Where the goods 
are s h i pped in l ot s ,  each l ot shal l be  i nsured s eparate ly .  The 
vendor may not personal l y  act as an i n surer v i s-a-v i s  the 
purchaser.  

( 2 )  The i ns urance sha l l be con c l uded by a negot i ab l e  i nstrument and 
in accordance with the cond itions of the prevai l i ng u sage at the 
port of sh i pp i ng for the goods of the s ame k i nd and for a 
s im i l ar voyage ,  prov i ded that the i ns urance amount sha l l not be  
l e s s  than the pr i ce of  the goods menti oned in  the i n s urance 
contract of sa l e together with ten peracent. 

( 3 )  The vendor shal l be  bound only to i n sure agai n st the normal 
r i s k s  of carri ag e ,  but he shal l not be requ i red to i ns ure 
aga i n st s uch r i s k s  as are pecu l i ar to a certa i n  spec i f i ed trade 
except where an agreement to that effect i s  made with the 
purchaser .  Furthermore , the vendor sha 1 1  not be requ i red to 
i n s ure the sol d  item aga i n st war r i s k s , save where the contract 
pro v i des otherwias e .  

Art i c l e  128 

( 1) The vendor shal l b e  bound to pack , l oad and s h i p  the so l d item 
on board the vesse  1 with i n  the peri  od a 1 1  owed for sh i p p i  ng as 
may be prescri bed by custom and u sage . 

( 2 )  The vendor shal l i ncur the export fee s ,  pack i ng and stac k i ng 
costs , i nspecti on , measurement or we i gh i ng costs or the costs  of 
count i n g  needed for the s h i p p i ng purpose unt i l  the so l d  item i s  
l o aded on board the sh i p .  

( 3 )  He shal l prompt ly  notify the purchaser o f  the name of the vesse l  
and  the  fact that the s h i pp i ng has  taken p l ac e .  

( 4 )  The purchaser shal l i ncur the import fees and other expen ses 
subsequent to the sh i pp i ng  in  add it i on to the customs duti e s .  
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Artic le  129 

The vendor sha11 be l i ab le  for whatever damages occurri ng to the sold 
item up to the time when it passes through the vessel 1 s sh i pp i ng 
b arr i er. Thereafter, such li ability shall  be borne by the purchaser. 

Artic le  130 

( 1 )  The vend or sh a 1 1  send w i  thout d e  1 ay to the purchaser a c 1 ean  
negotieable b i l l  of lad ing  addressed to the specif ied  port for 
the unloadi ng. The bill of lad i ng shall be accompani ed by a 
l ist of the sol d  goods and the v alue thereof and the i nsureance 
poli cy or certif i cate replaci n g  i t  and the other documents that 
may be requested by the purchaser. Should the b i ll of l ad i n g  
make reference i n  respect to certa i n  matters to the vessel I s 
charterp arty, a copy of such charterparty shall also be 
attached .  The bill of l ad i n g  of the sol d  goods shall cont a i n  
proof that the goods have been shiepped on board the vessel on 
the date or with i n  the time l im it  set for shippi n g, and to 
authorise the purchaser or his representatieve to take del i very 
of the goods by endors i ng i t thereto or by transf erri ng th i s 
ri ght thereto by the appropr i ate legal methode. Where the b i ll 
of lad i n g  is  for sh ipp i ng, it  shall bear an i n d i c at i on by the 
carri er on the date of sh ipp i ng to the effect that the goods 
have been shiepped on board the vessele. 

(2) A bill of lad i ng i s  deemed to be clean if it does not conta in  
any express add iti onal conditi ons conf i rm i ng the exi stence of 
defects or i n  the method of pack i n g  the sold goods. Such 
add i tional conditieons do not include a reference i n  the b i ll of 
lading  to the pr i or use of the contai ners or wrappi ngs or to 
non-li abi l i ty for any damage that may be sustai ned because of 
the nature of the goods so 1 d or of the carri er I s i gnorance of 
the contents or wei ght of the packages. 

(3) The certif iecate substituting  the orieg i n al i nsurance poli cy shall 
be i ssued by the i nsurer and shall conta i n  the b as i c  con d i t i ons 
prov i ded for i n  the ori gi nal poli cy so that it shall vest the 
ri ghts granted by such poli cy i n  the hol der thereof. 

Art i c l e  131 

The purchaser shall not be bound to accept the documents sent to h i m  
by the vendor, i f  they do not conform to the st i pu lat i ons of the 
contract of salee. The purchaser shall be deemed to have accepted such 
documents if he does not raise any objecti on w ith i n  seven days from 
the date of recei pt .  The obj ection shall be made by not i ce served on 
the vendor requiring  him to send the documents conformi ng to the 
cond iti ons with i n  a reasonable time l i m i t .  The purchaser may ,  after 
the expiry of the sai d time l i m it, apply for cancel lat i on of the sale 
and payment of d amages, if relevante. 
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Where the purchaser returns the documents for certain  spec if ied 
reasons or accepts them subject to reservatiaons, he may not thereafter 
make any objection for other than the causes and reservations already 
made. 

Where the purchaser returns the documents wiathout a justif iaable cause, 
he shal l be l i able to compensate the vendor for whatever damage whi ch 
may result. 

Article 132 

Where the vessel carryi ng the goods sol d arri ves before the arriaval of 
the documents or where the documents are recei ved i ncomp l ete, the 
vendor shall immed iatel y upon being i nformed of the same carry out 
whatever acti on which may be necessary to enable the purchaser to 
obtain a copy of the documents whi ch d id  not arrive or to repl ace the 
m iss i  ng documents. The vend or sh a 11 i ncur the re 1 ev ant expenses and 
damages, if necessary. 

Art icl e  133 

Where the purchaser maintains the right of determ i n i ng a per i od for 
taking receipt of the goods or for specifyi ng the port of l oading 
without issu ing specif ic  i nstructi ons during thi s  peri od, he shall be 
li able for the additi onal expenses aris ing therefrom and shal l be 
responsi bl e  for the subsequent damages suffered by the goods from the 
date of the expi ry of the agreed peri od for del i verya, provi ded that 
the sol d goods have been def ined perase. 

The C.I. F. sale shall be subject to the provisions of Artic les 1 20 and 
121. 

4. Condit ional Sales 

Art icl e  134 

A contract which contai ns such conditions as wi l l  render the vendor 
l i able for the destruction of the goods after being shi pped, or makes 
the performance of the contract conditiona1 on the safe arriaval of the 
vessel , or which vests the purchaser with the opti on to accept the 
goods at his discreti on or accordi ng to the proforma i nvoice deli vered 
thereto, shal l neiather be a CIF nor a FOB sal e, but shal l be deemed to 
a sale cond itiona1 upon del i very at the pl ace of the arri va1. 

5.0ther Commerci al Sales 

Art icle  135 

A speci al l aw to be promulgated i n  this  respect sha1 1 govern the 
provisions with regard to the fo1laowing commercial sales: 
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Sale of second-hand movables by a public auction. 

Sale by a publi c auction. 

(c) Discount salaes. 

CHAPTER TWO 

COMMERCIAL MORTGAGE 

Article 136 

A mort gage i s convnerc i a 1 with regard to a 1 1  i nterested parti es where 
it is created over movable property as security for a debt which is 
deemed commerci al v is-a-vis the debtor. 

Article 137 

( 1) A mortgage shal l  not be effective towards a third party unless 
possess1 on of the mortgaged item passes ta the mortgagee or to 
such other persan as is appointed by the two contracting parties 
and remains in the possession of either such party until the 
cessation of the mortgage. 

( 2) The mortgagee or the persan appointed by the contracting parties 
shall be deemed as having possession of the mortgaged item: 

( a) if  it is pl aced at his disposal  in such manner as wil l l ead  
others to believe that the i tem has corne into his custody. 

( b) if he receives a document representing the mortgaged item 
vesting unto its holader an exclausive r ight to take del i very 
of such item. 

( 3) Possession of r ights shall pass upon the delivery of executed 
deeds establaishing them. Where a deed has been deposited with a 
third party the delaivery of the deposit receipt shalal be deemed 
as the delaivery of the document itself, provided that the deed 
is described adequatel y in  the receipt and provided that the 
depositary accepts possession thereof for the account of the 
mortgaagee. 

In thi s  event, the depositary sha l l  be deemed as having reli nquished 
every right thereof to withhold the deed for an account arising from a 
cause prior to the mortgage unlaess he has maintained this right upon 
accept ing the possession of the deed for the account of the mortgagee . 
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Article 138 

(1)  The mortgage of rights established by nominal documents is 
effected by a written assignment indicating that it serves as a 
security and shall be entered in the books of the authority which 
issued the document. An endorsement to this effect shall be made 
on the document itself. 

(2) The mortgage of rights established by documents to order shall be 
effected by an endorsement stating that the value serves as a 
security or any other phrase to this effect. 

(3) The mortgage of other rights which are not established by nominal 
documents or documents to order shall be effected by following 
the procedures and terms relevant ta the assignment of rights. 

(4) The mortgage referred to in the preceding Paragraphs shall be 
val id towards the debtor wi thout the need for not if yi ng hi m of 
the mortgage or his acceptance thereof. 

Article 139 

Subject to the prov1s1 ons set forth in the preceding Article, it is 
not essential for the validity of a commercial mortgage towards third 
parties to be made in writing nor that the deed evidencing the 
mortgage be dated. A commercial mortgage may be proved by all methods 
of proof for commercial matters with regard to the contracting parties 
and towards third parties, whatever may be the value of the debt 
secured by the mortgage. 

Article 140 

A mortgagee shall , where requested by the mortgagor, deliver to  him a 
receipt showing the nature, quantity, weight and other distinctive 
features of the mortgaged item. 

Article 141 

( 1 ) Where a mortgage is effected on a fungible item, the mortgage 
shall remain valid even when the mortgaged item has been replaced 
by another item of the same kind. 

(2) Where the mortgaged item is non-fungible, the mortgagor may 
receive it and repl ace it by another item, provided that the 
mortgage deed contains a provision to that effect and also 
provided that the creditor accepts the substitute, without 
prejud ice ta the rights of a bona fide third party. 
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Art i cle 142 

A mortgagee shall take all the necessary measures to safeguard the 
mortgaged property. A mortgagee shal l use on behalf of the mortgagor 
al l the r ights relevant to the mortgaged property, to rece i ve its 
value, prof its, interest and such other sums wh ich result therefrom on 
maturity. He shal l deduct the sums rece i ved first from the va l ue of 
the expenses i ncurreda, then i nterest and pr i nc ipal amount of the loan 
secured by the mortgage un l ess the Law or the two parti es mu tua 1 1  y 
agree to the contrary. 

Article 143 

Where the mortgaged property i s  an i nstrument the value of wh i ch has 
not been pa i d  i n  ful l the mortgagor shal l , when cal led upon to pay 
the unsettled port i on , present to the mortgagee the amounts of money 
needed for payment of such port i on ·at least two days before the date 
of maturi ty, otherwi se the mortgagee may se 1 1  such mortgaged 
i nstrument i n  accordance with the prov isiaons of the followi ng Arti cle. 

Article 144 

(1) Where the mortgagor fai l s  to pay on the date of maturity the debt 
secured by the mortgage, the mortgagee may , after the l apse of 
f ive days from the date of service of notice on the debtor to 
pay, submit a petit ion ta the Presi dent of the H igh C iv il  Court 
or the des ignated Puisne Just ice of the Court for th i s  purpose 
requesti ng the i ssue of an order to sell al l or part of the 
mortgaged property. 

(2) An order i ssued by the Presiadent of the H i gh C iv i l  Court or any 
des i gnated Pui sne Justi ce of the Court to se 1 1  the mortgaged 
property may not be executed except after the l apse of f i ve days 
from the date of servi ce of notice to the debtor or to the real 
guarantor, i f  any, whi l e  stati ng the place and date of the sale, 
provided that no appeal shall be f i l ed by the persan agaianst whom 
the order has been passed with i n  the aforesai d  per i od. 

( 3) The pers on aga i nst whom the order has been passed may appeal 
agai nst it w ith i n  f ive days from the date of serv i ng noti ce 
thereto in  thi s  respect. The verd i ct adopted with respect to 
the appeal may not be challenged at al l .  

(4) The sale shal l take place at the time and pl ace determi ned by the 
Presiadent of the H igh C iv i l  Court or the des ignated Pu i sne 
Just ice of the Court for th i s  purpose. The sale shall be effected 
by a publi c  aucti on i n  accordance with the procedures to be 
def i ned by the Judge i ssu i ng the order. 
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(5 ) The rnortgagee shall have a lien to recover the debt owed 
such as the pr i ncipala, interest and expenses, from the 

thereto, 
proceeds 

of sale. 

Article 145 

Where it  is decided to mortgage several properties, the mortgagee 
shall have the right to determi ne the property which shal l be subject 
to the sale unless there is an agreement to the contrary. In all 
cases, the sale shall not i nclude except what is  suffiacient for the 
settlement of the crediatora1 s rights. 

Article 146 

Where the mortgaged item is  subject to destruction or deteri orati on, 
or where its possession necessitates incurring exorb itant expenses and 
the debtor is unwill ing to provi de a substitute , either the mortgagee 
or mortgagor may f i le  an appl i cation with the President of the High 
Civil Court or the desiagnated Puisne Justice of the Court for an 
authorisation to sel l the sai d  item immediately i n  any manner decided 
by the Pres ident of the H i  gh Civil Court or the des i gnated Pui sne 
Justice of the Court, in whi ch event the mortgage shal l appl y to the 
price ar ising from the sale. 

Article 147 

Every agreement executed at the time of or after the establ i shment of 
a mortgage which vests the mortgagee with a r ight, i n  the event of 
non-settlaement of the debt on maturi ty, to acquire the mortgaged item 
or the sal e thereof without comply i ng with the procedures set forth i n  
Article 144, shall be deemed null and voi d. 

CHAPTER THREE 

DEPOSIT IN PUBLIC WAREHOUSES 

Article 148 

( 1) Deposit ing in  public warehouses is a contract whereby the owner 
of a warehouse undertakes to receive and keep goods for the 
account of the depositor or any persan to whom ownershi p  of 
possession thereof devolves pursuant to the documents which 
represent them. 

(2) A pub l ic warehouse shall not be establ i shed or explaoited with the 
right to issue negotiable documents representing the deposited 
goods except by a l i cence from the Mini  ster for Commerce and 
Agriculture according to the terms and conditions issued by an 
order therefrom. 
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Article 149 

(1) Any persan who exploits a public warehouse shall provide an 
insurance caver against fire risks with an insurance company, and 
such insurance caver shall include the goods kept in the store 
for the account of third parties. 

(2) However, the insurance referred ta in the preceding Paragraph 
sha ll  not caver the goods deposited in one of the public 
warehouses located in a sea port if such goods are already 
covered by marine insurance against fire risks. If the incident 
occurs duri ng the peri od of the mari ne i nsurance, the owner of 
the warehouse shall not be liable therefor towards the depositor, 
the insurance company or the holder of the document representing 
the goods. After the expiry of the marine insurance term, the 
goods shall be covered by the insurance on the warehouse. 

Article 150 

(1) The warehouse owner may not carry on in any capacity either for 
himself or for others any commercial activity with respect to 
goods of the same kind as the goods which he is licensed ta keep 
in his warehouse and issue documents representing such goods. 

(2) The foregoing provision shall apply where the persan in charge of 
exploiting the warehouse is a company where one of its partners 
who owns at least ten percent of its capital carries on a 
commaercial activity covered by the restriction set down in the 
preceding Paragraph. 

Article 151 

The depositor shall give to the public warehouse correct particulars 
about the nature, kind and value of the goods. 

Article 152 

( 1) the warehouse owner sha 11 be respons i b le for keep i ng and 
maintaining the goods deposited and shal l  be 1iable up to a sum 
not exceeding that estimated by the depositor. 

(2) the warehouse owner shall not be responsible for any loss or 
shortfall suffered by the goods where such loss or shortfall is 
the resu 1t of a force majeure or of the nature or rnethod of 
preparation of the goods. 
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Article 153 

(1) The depositor shal l recei ve a storage recei pt showi ng such 
deta ils as the name, occupation , dom ic i l e, as we 11 as the k i nd, 
nature and quanti ty of the goods and such other parti cul ars as 
are requisi te to i denti fy them and determine their val ue and the 
name of the warehouse wherei n  they are deposited; and also the 
name of the i nsurance company, i f  any, provi ding the i nsurance 
cover and a statement as ta whether or not the accruing taxes and 
dutiaes have been paid. 

( 2) the pub 1 i c warehouse sha 1 1  keep a true and ori gi na 1 copy of the 
storage receipt. 

Article 154 

Where the goods i n  respect of which a storage rece ipt  and a mortgage 
deed have been issued are fungible, they may be replaaced by goods of 
the same nature, kind and quality provided that a stipulaation to that 
effect had been inclauded i n  the storage recei pt. 

In this  case, al l the ri ghts of the receipt hol der shal l pass to the 
new goods. 

Art icle  155 

(1) The storage receipt may be issued in the name or to the order of 
the depositora. 

{ 2) Where the storage receipt is made to the order of the depositor, 
he may assi gn i t  together or separatel y by endorsement. 

(3) The endorsee of the storage receipt may request the recordi ng of 
the endorsement together with his domicile on the copy maintained 
by the warehouse. 

Articl e  156 

(1) The endorsement of the storage recei pt shall be dated. 

(2) An endorsement of the storage receipt shal l have the effect of 
transferri ng the ownership of the goods to the endorsee. 

Art icl e  157 

Where the goods suffer an acciadent, the holader of the storage rece ipt 
sh a 1 1  have the ri  ght to the i nsurance amount wh i ch accrues upon the 
occurrence of such acciadent as those he had over the goods. 
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Artic l e  158 

A person who loses the storage receipt may file a petition with the 
Court requesting the issue of an order to deliver thereto a duplicate 
of the lost document, provided that he proves his ownership thereto 
and provides a surety. 

Article 159 

The surety provided in case of the l oss of the storage receipt shall 
be discharged of liability with the lapse of five years if no claims 
of recovery of the goods has been submitted ta the warehouse. 

Article 160 

(1) Where the depositor fails to recover his goods on the expiry of 
the deposit contract term, the warehouse owner may after giving 
notice thereto apply for the sale of the goods in accordance with 
the procedures laid down in Article 144. Then, the warehouse 
owner shall collect the amounts due thereto from the proceeds of 
sale and shall hand over the balance to the depositor or shall 
deposit it with the court treasury. 

(2) The provisions of the preceding sub-paragraph shall apply where 
the deposit contract has no fixed term and the depositor fail ed 
after one year ta apply for the recovery of the goods or to 
express his desire to carry Dn with the deposit contract. 

Article 161 

(1) Any persan who establishes or exploits a public warehouse 
contrary ta the provisions of Article 148 shall be liable for a 
prison sentence for a term of six months or payrnent of a fine not 
exceeding BD 500, or bath penalties. 

(2) The Court may order the publication of the conviction judgernent 
or a su1J1Tiary thereof in the newspapers designated by itse l f  and 
displaying it on the doors of the warehouse or at any other place 
at the expense of the convicted persan. 

(3) The court may also, in the event of conviction, decree the 
liquidation of the warehouse and the appointment of a liquidator 
whose powers shall be determined. 
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Artic le  162 

The puniashment provided for in the first Paragraph of the preceding 
Article shall be infl icted upon any person who explo i ts a public 
warehouse , its manager , employee or servant of such warehouse who 
di vulges professional secrets relating to the goods deposited there i n. 

Article 163 

( 1 )  The M in ister for Commerce and Agriculature shal l  issue an order 
governi ng the operation of public  warehouses. 

(2) Every public warehouse shall lay down the rul es governi ng its 
activiti es in compliance with the type of busianess undertaken 
thereat , the nature of the goods stored, the location wherein i t  
operates and such rulaes sha11 include , in particular, the manner 
of determin ing the warehousing chargesa. 

CHAPTER FOUR 

COMMERCIAL AGENCY 

l.aCommercial Agency In General terms 

Article 164 

Save for the prov1s1 ons contained i n  this Chapter, a commercial agency 
shall be subject to the provisions of the Commercial Agencies Law 
promulagated by Legislaative Decree No.(23) of 1975. 

Article  165 

For the purpose of enforcing the prov1s1 ons of this Law, a commercial 
agency shal l be defined as fol l ows: 

(a) Representing the princ i pal with regard to the distri bution of 
goods and products or displaying them for sal e  or trading ,  
provided that a commercial agent shall have an exclusi ve right to 
the d istribution of the commodity in consideration of a profit or 
commiassion. 

(b ) Agencies of land,sea or ai r transport and travel and tourist 
agenciesa. 

(c) Agencies of business , services, insurance , publications , printing 
, newspaper, publicity and advertising. 
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Artic l e  166 

An agency contract shall contain the folalowing particulars: 

(a) The name and nationalaity of the agent and principal. 

The properties, goods and services covered by the agency, rights 
and oblaigations of each of the agent and principal and a 
statement of the amount of the profit or commission to be 
received by the agent in consideration of acting in such 
capacity. 

(c) The agenta' s  area of businesas activity. 

(d) Term of the agency if it is for a definite period, 

(e) Head office of the agent and principala. 

(f) Commoditya1 s brand name. 

(g) Obligation of the agent to adequatel y provide spare parts and the 
necessary maintenance for the repair of vehicles, engines, 
equipment or electrical or electronic equipment covered by the 
commercial agency. 

(h) Any other 
the agent 
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Article 167 

A commercial agent shal l carry on his agencya1 s business activities and 
organise his normal trading activities in an independent manner. 

Article 168 

The principal shall not seek the services of more than one agent in 
one area of activity for the same busines s  activities covered by the 
agency. 

Article 169 

A commercial agency contract shal l be deemed to have been conclauded in 
the mutual interest of the two conatracting parties. 

Articl e 170 

An agent sha ll  be entitled to receive a profit or commis sion for the 
transacations concl uded by the principal or by another persan in the 
area of activity designated for the agenat's operations, even though 
such transactions have not been conclauded as a resual t  of the l atter's 
effortas, unless there is an agreemenat to the contrary. 
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Artic le 171  

If an agency contract is for an indef in ite peri od, neither of the 
contracting part ies shall termianate it , unlaess ei ther of them commits 
a fault justify ing the termi nation of the contract. 

Article 172 

If an agency is  wiathdrawn at an i nappropriaate time or for a reason 
beyond the agent ' s  control, the latter may file a cla im  agai nst the 
princ ipal for the payment of a compensatiaon equalling the damages 
suffered and the l oss of profit. Further, an agent shal l be ent it l ed 
i n  the event of termi nation of the agency upon the expiry of the term 
thereof and i n  spi te of every agreement to the contrary to claai m  a 
compensation to be estimated by the Court i f  his activity has resulted 
i n  an obvious success i n  the promotion of the pri nci pala1 s products or 
i ncreasi ng the number of his customers but has been prevented from 
reapi ng the profit  from such success by the pr i nc i pala' s  oppos i t i on to 
renewing the agency contract. 

Article 173 

An agent may not rel i nquish the agency at an i nappropri ate t ime or 
without a just if i able excuse, otherwise he shal l be obl i ged to payaa 
compensatiaon to the pri ncipal for the damages suffered by reasons of 
abandoni ng the agency. 

Article 1 74 

The pri nc ipal shal l reimburse the agent for what he has spent i n  
operati ng the agency 's  busianess i n  accordance with the agreement 
between thema) whatever may be the degree of the agent' s success i n  
carrying out his task. Should the operatiaon of the agencya1 s busianess 
involve certai n  funds g iven by the pri nc ipal to the agent to spend 
with regard to the agency ' s  affairsa) the pr i nci pal must prov i de such 
funds whenever sa requested by the agent. 

The pri nc ipal shall discharge the agent of l i abi l ity for any 
obl igati ons concluded i n  the latter ' s  name for the sake of operati ng 
the commercial agency 's  business. 
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( 2 )  However, a commission agent may grant a time l im i t  for payment of 
the price or make it payab l e  by in stalments without obtai n i ng the 
principa l a' s  approv al , where it is the u sage in the area where the 
s a l e  was effected to do so , save where the princ i pa l a1 s 
instruct ion s  b i nd h i m  ta se l l for immedi ate payment .  

Artic l e  180 

Where the pri ncipal i s sues i nstructions for se l l ing  against  deferred 
payment , and i f  the corn:niss ion agent se l l s  for immediate payment , i n  
th i s  case the commi s s i on agent sha l l be bound to pay the price on the 
basis of s a l e  on deferred paymenta. 

Artic l e  181  

( 1 )  A commis s ion agent sha l l be l iable for the  damage or  loss  of  the 
goods in his posses s i on for the account of the pr i ncipal  un l e s s  
such damage or  l o s s  ar i ses from a force maj eure or  a n  i nherent 
defect in the goodsa. 

( 2 }  A commission agent s ha l l  not be respon s i b l e  for insur ing  the 
goods i n  h i s  posses s i on for the account of the principal u n l e s s  
he is  asked by the pri ncipal to do s o  o r  i f  the takaing  of 
i ns urance i s  required according to custom and usage or is  
neces sitated by the nature of the  i tems invo laveda. 

Artical e  182 

( 1 }  A comm i s s ion agent may not disclose the name of h i s  principal 
u n l es s  the l atter authorises him to do s o .  

( 2 )  A commiss i on agent s ha l l not b e  bound t a  reveal  the name o f  the 
third party with who he entered into contract to the principal 
u n l es s  the transact ion  is  intended for a specific term, in  wh i c h  
case the princ i pal may consider the dea l ing against  immed i ate  
consideration where the agent refuses to disc l o s e  the name of 
such third party . 

Artic l e  183 

A commission agent may not i n c l aude himse l f  as a second party to the 
tran saction u n l es s  the pri ncipal authorises h im to do so , i n  wh i c h  
case the commiss i on agent sha l l not b e  ent i t l ed t o  h i s  remuneration . 
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Artic le 184 

( 1 )  A commission agent sha11 be d i rectly liable towards the third 
party with whom he has entered i nto contracta. Such th i rd party 
shall also be directl y l iable towards the comm i ssion agent. 

(2) A third party may not have direct recourse aga i nst the principal 
nor shal l the latter have direct recourse against the third 
party , save where the law provides otherwiase. 

Article 185 

( 1 )  If a corrrnission agent invol ved in a sal e  transaction becomes 
bankrupt before the receipt of the price from the purchaser, the 
principal may directly demand the purchaser to pay the price 
thereto. 

(2) If a corm1ission agent involved in a purchase is dec l ared bankrupt 
before taking delaivery of the solad itema, the principal may 
directly demand the vendor to deliver the sold item thereto. 

Article 186 

( 1 )  A commission agent shal l not be responsible for discharging the 
obligations of the party with whom he entered into a contract 
unless he has express ly  assumed this responsibility or if it is 
the custom and usage in the area wherein he carries on his 
activity to do so. 

(2) A guarantor corrvnission agent shal l be entitled to a special 
remunerat ion to be dec i ded by the court in the absence of an 
agreement or usage in respect thereof. 

Artic le 187 

(1) A corm1ission agent shal l not be entitled to his corrrnission unless 
he conclaudes the transaction which he was instructed ta complaete 
or if  he proves that it was impossible  to concl ude for a reason 
attributable to the principal.  

(2) In  other than the above two cases provided for in the preceding 
Paragraph, a commission agent shall not be entitled to receive a 
compensati on for the efforts made according to the prevai 1 ing 
custom and usage. 

(3) If the principal agrees with the commission agent on 
remunerations for acting as an agent, such remuneration shal l not 
be subject to the judgea• s  determination. 



53 

Article  188 

(1) The principal shal l reimburse the commission agent for the 
expenses and other costs incurred for conducting the agency ' s  
business. 

(2) Except in the case of the commission agent ' s  fault, a principal 
may not refuse to pay the expenses provi ded for in the preceding 
Paragraph even though the transaction has not been cane l uded, 
unlaess there is an agreement to the contrary. 

(3) The principal shal l pay interest for the arnounts and costs 
incurred by the commission agent with effect from the date of 
paying them. 

(4 ) Shoul d a commission agent suffer damages by reason of conducting 
the agency businessa. 

Articlae 189 

( 1 )  A commission agent, whether he is instructed to buy or sel l,  
shal l in addition to his right to withholading the documents have 
a lien over the documents and goods consigned thereto or 
deposited therewith or delaivered thereto for safekeeping upon the 
occurrence of consigning , depositing or del ivering the said 
documents and goodsa. 

(2) Such l ien shal l secure the agent ' s  convnission and al l the amounts 
owed thereto by reason of the agency and the benefits attached 
thereto whether these sums were paid before delaivering the 
documents or goods or while they were in his possession. 

(3) The l ien shal l be determined irrespective of whether the debt has 
been created from business relaating to the documents or goods 
that are stil l in the agent • s  possession or to other documents or 
goods that were previ ous l y sent thereto, depos i ted therewith or 
delaivered thereto for safekeeping. 

(4) If the documents or goods are sol d for the account of the 
principa1 and de1ivered to the purchaser, the commission agenta' s  
l ien sha1a1 pass ta the price thereof. 

Articlae 190 

(1) A commission agent shalal not have a 1ien over the goods consigned 
thereto, deposai ted therewith or delaivered thereto for safekeeping 
unlaess they remain in his possession. 
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( 2 )  The goods shal l be deemed i n  the posses s i on of the comm i s s ion  
agent  : 

( a )  i f  they are kept at h i s  d i spo s a l  at the cu stoms , i n  a p ub l i c  
warehouse or at i t s  s tores or i f  he undertakes the tran sport 
thereof by h i s  own mean s .  

( b )  if  they are i n  h i s  pos sess ion before the arr i val  thereof by 
v i rtue of a b i l l  of l ading  or any other doc ument of 
transport . 

( c )  i f  he exports them and rema i n s ,  i n  spi te of t h i s  fac t ,  i n  
posses s i on thereof by v i rtue of the b i l l  of l ad i n g  o r  any 
other document  . 

Art i c l e  191  

A commi s s i o n  agent may not del egate another persan t o  carry on  h i s  
b u s i n e s s  for wh i ch h e  i s  act i ng as an agent u n l e s s  the p r i n c i pa l  1 s 
permi s s i o n  has been obta i ned .  Shou  1 d he nomi n ate another commi s s i on 
agent to act on h i s  behal f ,  the persan so appo i nted sha l l not have the 
r i ghts  of withho l di ng or l i en prov i ded for in  Art i c l e s  189 and  1 90 ,  
except to t h e  extent of the debt owed t o  the or i g i n a l  comm i s s i on 
agent  . 

Art i c l e  192  

A comm i s s i o n  agent ' s  l i en  shal l have p r i o r i ty over  a l l  the other 
preferred r i ghts save for the l egal  cos t s ,  taxes and fees due and 
paya b l e  to the Government and oth e r  r i ghts  of any k i nd whatsoever 
subj ect to the terms and cond i t i ons s t i p u l ated under the app l i c ab l e  
l aws . 

Art i c l e  193 

(1 ) For the enforcement on documents and goods in  pos s e s s i o n  of the  
colTBlli s s i on agent for recover i ng h i s  r i gh t ,  the  enforcement  
procedures on  the  mortgaged i tem s ubject to  a commerc i a l  mortgage 
shal l be app l i cab l e .  

( 2 )  However,  i f  a commi s s i on agent i s  i n structed to se l l  the 
documents or the goods in h i s  pos s e s s i o n ,  he may enforce 
thereupon for recoveri ng h i s  r i ght by way of se l l i n g them wi thout 
the need for fol  l ow i n g  the procedures set forth in the prec e d i n g  
Art i c l e ,  un l es s  i t  becomes imposs i b l e  for h i m  t o  i mp l ement the 
pr i nc i pa l ' s  i nstruct i on s  with  respect to the s a l e .  
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3. Commearcial Representation 

Article 194 

Any persan who has been instructed by a trader to carry on any of his 
business activities in a roving capac i ty, at his business premises or 
at any other premises, shall be deemed as a commercial representative 
if he is empl oyed by him under a contract of emplaoyment. 

Articl e  195 

(1) A trader shalal be responsible for such dealings and contracts 
which are conclauded by his representative within the limits of 
the authorisation given thereto by the trader. 

(2) Where the representative has been delaegated by several traders, 
they shal l be jointly responsible. 

(3) Where the representative has been delaegated by a company, it 
shal l be responsibl e  for his actions and the l iabil ity of the 
partners sha ll  be in conformity with the type of the companya. 

Articl e  196 

(1 )  Where the commercial representativea1 s delegation does not set any 
limits, it shall be deemed to be general and comprehensive 
covering all dealings related to the kind of business which the 
representative has been authorised to carry ona. 

(2) A trader may not plead against a third party that the delegation 
was l imited unless it is proved that such third party was aware 
of such l imitation. 

Article 197 
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Upon signing he shall indicate the full  name of the trader next to his 
full name and an indication that he is a commercial representative, 
otherwise he shall be personally liable for such activities that he 
had carried out. Neverthel ess, a third party may have direct 
recourse against the trader with regard to dealings carried out by the 
representative which are relevant to the kind of trade he had been 
authorised to carry out. 

Articl e  198 

A commercial representative sha11 be joint ly  l iable with the trader 
for complying with the l ega1 provisions rel ating to the business 
activities assigned to him. 
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Article 199 

A commercial representative may not , without obtaining an express 
approval from the trader who has appointed him, carry on for his own 
account or for the account of another persan a business activity 
similar to the duties entrusted thereto or identical to such duties. 

Article 200 

A commercial representative may not effect any commercial dealing for 
his own account or that of a third party without obtaining an express 
approval to do so from the trader who employed him. 

Article 201 

A roving commercial representative may not receive the consideration 
nor reduce or delay any part of the prices of corranodities which he did 
not sell, but shall accept in the name of his principal the orders of 
others and shall take the necessary precautions which safeguard the 
rights of the person whom he represents. 

Article 202 

A trader may authorise some of his employees to sell within the store 
by retail or wholesale. Such employees may, where a cashier has not 
been assigned to receive prices within the store, receive prices of 
articles which they sell when delivered to the customer. The 
receipts issued in the name of the trader shall be in consideration 
for what they have sold. 

The sa id emp l oyees may not requ ire payment of the pri ce outs ide the 
premises unless they have been authorised in writing by the trader to 
do so. 

Article 203 

A commercial representative may, in the name of the trader who has 
authorised him, bring legal actions against third parties in respect 
of the business transactions for which he has been authorised. 

Further, third parties as well as the trader himself may bring legal 
actions against the said representativesa. 
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CHAPTER FI VE 

BROKERAGE AND SECURITIES MARKET(STOCK EXCHANGE ) 

1. Brokaerage 

Artical e  204 

Brokerage is a contract whereby a broker undertakes to another persan 
to l ook for and mediate with another party to execute a certain 
contract in consideration of remuneration. 

Article 205 

Where the l aw or the agreement does not fix the broker's remuneration 
it shal 1 be determined according to custom and usage, in the absence 
of which the judge shal l estimate it in a manner commensurate with the 
efforts made and the time spent by the broker in carrying out the work 
assigned to him. 

Articlae 206 

(1) A broker shal l not be entitled to remuneration unless his 
mediation results in execution of the contract. 

(2) The remuneration shall accrue on the mere execution of the 
contract, even when it is not implemented in whole or in part. 

(3) Where the contract is made conditional upon a standing condition 
the broker shal l not be entitled to remuneration unless such 
condition is satisfied. 

Article 207 

(1) Where a broker has been authorised to act by both parties to the 
contracta, he shall be entitlaed to receive remuneration from each 
one of thema. 

(2) Each of the contracting parties shall be separately l iable ta the 
broker for payment of the remunerat ion due from h im even when 
they have agreed that either party will bear all the expenses of 
the brokerage. 

Article 208 

Unless agreed, a broker may not recover such costs which he incurs in 
the execution of his assignment. In case of such agreement, the said 
costs will accrue even when the contract is not executed. 



58 

Art i c l e  209 

A broker may not c l a im h i s  remunerat i on nor recover h i s  costs  if he 
has caused damage to e i ther contract i ng  party i n  favour of the other 
contrac t i n g  party who d i d  not as s i gn h i m  to med i ate on  h i s  beh a l f  or 
where he  has obta i ned a prom i se  from s uch other party prejud i c i a l  to 
good fa ith  to obta i n  a benef i t  for h imse l f .  

Art i c l e  210 

A broker may nat appo i nt  h i mse l f as a s econd p arty to the contract for 
the execut i on of wh i ch  he i s  med i at i n g  un l es s  the contrac t i n g  party 
authori ses h i m  to do sa . In such case ,  the broker sha 1 l not be 
ent i t l ed to any remunerat i on .  

Art i c l e  2 1 1  

The court may redu c e  the broker I s remunerat i on i f  i t i s not 
proport i onate to the s erv i ce s  he has performed ,  un l es s  the amount of 
such remunerat i on has been determi ned or i f  the agreed remunera t i o n  
was pa i d after the conc l us i on o f  the contract for wh i ch the broker has 
med i ateda. 

Art i c l e  212 

( 1 )  A broker shal l enter i nto h i s  records a l l  tran s ac t i on s  and the i r  
parti  eu l ars wh i c h  have been executed through h i  s endeavours , and 
must keep the rel evant documents .  He shal l de l i ver cert i f i ed  
cop i e s  of  al l the forego i ng to  any contrac t i n g  party requ i red by 
them . The s a i d  reg i s ters sha l l be governed by the s ame prov i s i on s  
as those govern i n g  commerc i al booksa. 

( 2 )  I n  the case of a s a l e  by a specimen , a broker s h a l l ma i nta i n the 
spec imen unt i l  the buyer accepts the goods wi thout reservat i on s  or 
when  a l l d i sputes wi th respect thereto are s ett l ed .  

Art i c l e  2 13  

( 1 )  Where the  broker appoi nts another to  perform the duty as s i gned to 
h i m  i f  he i s  not authori sed to do so ,  he sha l l be l i ab l e  for the 
acts of the person whom he had appo i nted as though he  h imse l f  had 
perf ormed such actsa. Both the broker and the pers on whom he 
appoi nted to act for h i m  sha l l be jo i nt ly  l i ab l e .  

( 2 )  Where a broker i s  authori sed ta appo i nt a deputy to act for h i m  
wi thout des i gnat i n g  the persan of s uch deputy, the broker s h a  1 1  
not be l i ab l e  except for the fault  i n  choos i n g  h i s  deputy or for 
the i n s tructions g i ven to the deputy .  

( 3 )  I n  a l l cases the persan who contracted w i th t he  broker ,  as wel l as 
the deputy broker , may each have recourse agai nst  the other . 
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Article 214 

A broker shall be liable for an error he has committed in executing 
the assignment he was asked ta carry out . 

Article 215 

Where severa 1 brokers have been authori sed to arrange the conc 1 us ion 
of a single contract, they shall be jointly liab1e for the work 
assigned to them, unless they have been authorised to act separately. 

Article 216 

Where severa 1 persans have appo i nted one broker for a joint 
assignment , they shall be jointly liable for the performance of such 
assignmenta, unless otherwise agreed. 

Article 217  

(1) The provisions of Articles 204 to 212  shall not be applicable to 
real estate brokerage, but there shall be applied to real estate 
brokerage the provi sions of Legislative Decree No.21 of 1976 
Governing Real Estate Brokerage . 

(2) The securities market (Stock Exchange) shall be subject to the 
provisions of the laws and orders regulating it. 

2. Securities Market (Stock Exchange) 

Article 218 

The Securities Market ( Stock Exchange) is deemed as a juristic persan 
having the capacity ta dispose of and manage its property and the 
right of litigation. 

Article 219 

(1)  A securit i es market sha 1 1  on ly be opened by a permission of the 
M i nister for Commerce and Agriculture. 

(2) Every securities market which is opened without a permission shall 
be closed by administrative methods. 
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Art ic le  220 

The business actiavities of the securiti es market shall be regulated, 
and such regu lation shal l include the fol l owing in particular : 

(1) management and conduct of business in the securities market. 

(2) formation of the Board of D irectors of the securities market and 
determining of the D irectorsa' terms of reference. 

(3) conditions for listing stockbrokers and their assistants in the 
securities market. 

(4) arbitration boards. 

(5) disciplinary penalties and disciplinary committees. 

The Miniaster for Commerce and Agriculture shall issue by an 
order the Internal Regulations of the securities marketa. 

Article 221 

One Government representative or more shall be present at the 
securities market to oversee the implementation of the regulations 
thereofa. 

Article 222 

Business added to a term which is concl uded in the securities market 
in compliance with its regulations ,  sha l l  be deemed lawful and valid 
even where the contracting parties intend that it results in the mere 
payment of the difference. 

Articlae 223 

Securities market business shall not be concluded validly unlaess it is 
concl uded through the intermediary of stockbrokers whose names are 
recorded in a list prepared by the Board of Directors of the 
Securities Market. 

CHAPTER SIX  

CARRIAGE 

Article 224 

(1) A carri age contract is one pursuant to which the carrier 
undertakes to carry a thi ng or persan to a certain specified 
destination i n  consi deration of a certain and specified 
freiaght/fare. 
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( 2 )  A carriage contract i s  conc l uded by mutual agreement where both 
parties have expres s ly  
the date of delaivery .  

or imp l icit ly  agreed to de l ay i t  unt i l  

( 3 )  A contract may be  
methods of proof .  

proved by any of the l egal ly  prescribed 

Artical e  225 

Save for maritime and air transport , the prov 1 s 1 ons  set forth in this 
Chapter sha l l be app l icab l e  ta al l types of carriage whatever may be  
the  capac i ty of  the  carrier u n l ess the  l aw or internationa l  agreements 
in force in  Bahrain otherwise providea. 

1 .  C arriage of I tems 

Artic l e  226 

( 1 )  A b i l l of l ading shal l always be made out in dupl i c ate . 

( 2 )  A b i l l  of l ading sha l l contain , i n  partic u l ar, the  fo l l owing 
detai l s :  

( a )  Date of making the bi lal .  

( b )  Names of the cons ignor , consignee , carrier , and carri age 
commission agent , i f  any, and their domici l esa. 

( c )  P l ace o f  departure and dest i nat ion . 

( d )  Kind , wei ght , size and method of p acking of the  i tem to be 
carri ed ,  number of parce 1 s and such other parti eu 1 ars as 
may be necessary to identify and eval uate  the item ta be 
carried .  

(e )  Time l imit for the  carriage .  

(f )  Freight amount and  the  party that must  pay i t .  

( g )  Spec ific agreements rel ating to the method and route of 
carriage and such compensations as wi l l  accrue i n  the event 
of damage , destruction or del ay in  the arriva l  of the item . 

( 3 )  The consignor shal l sign one of the two copies o f  the bi l l of 
l ading wh i c h  sha l l be delaivered to the carrier , and the l atter 
sha l l  sign the other copy that wi l l  be de l ivered to the 
consigner . 
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(4) A bill of lading may be made out in the name of a specific 
persan or to the order thereof or for the holder. The said bill 
of lading shall be negotiated in accordance with the rules 
governing the transfer of civil ri ghts if it is  nomi nal and by 
way of endorsement if it is made out to the order of a persan 
and by way of conveyance if it is made out to the bearer. 

Article 227 

The opposite of the contents of a bill of lading may be proved by all 
the legally prescribed methods of proof. 

Article 228 

( 1 )  In the absence of a b ill of lad ing ,  the carrier shall , if the 
consignor so requests, deliver to him a receipt signed by the 
carrier purporting the receipt of the item carried. 

Such receipt shall be dated and shall have adequate parti culars 
to identify the item carr i ed and the freight. 

Artiacle 229 

(1) The consignor shall deliver the item carried to the carrier. 

(2) Where the carriage requires the carrier to make special 
preparations, the consigner shall notify him accordingly withi n  
sufficient time before delivery. 

(3) The delivery shall take place at the carriera1 s domicile  unless 
otherwise agreed upon. 

(4) The carrier 
them over, 
particulars 
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Article 230 

(1) Where the nature of the i tem requires that speci al preparations 
be made for its carriage, the consignor shall have it packed in 
such a manner as to protect i t from destruction or damage , 
otherwise the persans or other properties carried therewith 
might become subject to damage. 
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(2) The consignor shal l be responsible for the damages caused by 
defects in packing. Meanwhile, the carraier shall be responsible 
for such damages if he accepts to undertake the carriage whial e  
bei ng aware of the packing defectsa. The carri er shalal be 
cons i dered aware thereof i f  they are obv i ous or if they are not 
unknown to the ord inary carr ier .  

(3) The carrier may not deny h is  respons i bil ity for the damage or 
destruct i on of an item that he has undertaken the carri age 
thereof by proving that the damage has ariasen from a defect i n  
the pack i ng of another item. Any agreement to the contrary 
shall be deemed nul l  and voi ci .  

Artiacle 231 

The consi gnee shall not be held responsible for the ob l igatiaons 
ar is ing from the carr iage contract unless he expl i cit l y  or imp l i citly 
accepts them. An impl i cit acceptance shall be considered i n  
parti cular when the consi gnee claims delivery of the i tem pursuant to 
the b ill of lading or where after receipt of the sa i d  bill of lading 
he issues instructions relevant to such i tem. 

Art ic le  232 

( 1 )  The consignor shall pay to the carrier the frei ght as well as 
the other costs wh i ch may accrue, save where it is agreed that 
they be borne by the consignee, in whi ch case, bath the 
consi gnor and consignee shal l be jointly liable to pay the 
freight and costs. 

(2) No frei ght shal l  be pai d  to the carrier i n  respect of such items 
that may be destroyed by a force majeure. 

Art ic le  233 

The owner of an item may d ispose thereof by way of sale or otherwise 
so long as it is  i n  possessi on of the carrier pursuant to a b i ll of 
l ading bearing the carrier ' s  si gnature. 

Artiacle 234 

(1 ) Where the item is i n  possess i on of the carr ier, the consigner 
may order him ta return it to him or ta d i rect it ta other than 
the origi nal consi gnor , in which case he shall pay the frei ght 
of the part of the carriaage performed and remunerate the carrier 
for the costs and damages. 
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(2) However, the consignor may not exercise the foregoing right, if 

(a) he fails to produce the bil l of lading or the rece ipt 
evidencing the carriage. 

(b) the item has arrived and the consignee has been notified to 
take del ivery thereof or has requested that the item be 
delivered thereto, 

(3) The foregoing right shall be vested in the consignee from the 
date of receiving the bil l of lading. 

Article 235 

(1) The carrier shal l l oad and stack the item on board the means of 
carriage save where the contrary has been agreed. 

Where it is agreed that the consigner shal l load and stack the 
cargo, the carrier shal l  refuse the carriage where the l oading 
or stacking has a defect which cannot be concealed from an 
ordinary carrier. 

Articlae 236 

(1) The carrier sha11  fol l ow the mutually agreed upon route. In the 
absence of an agreement on a certain specified route, the 
carrier shal l take the shortest route. 

( 2) However, a carrier may change the route agreed upon or may not 
be required to take the shortest course where a necessity 
arises. 

Article 237 

(1)  The carrier shal l be liable for the safety of the item during 
the performance of the bil l of l ading. 

(2) He shall execute the instructions with regard to the item 
subject to the carriage if they are issued by the persans 
entitled thereto in accordance with Articl e 234. 

The carrier shal l -be l iable from the time of receiving the item 
for its total or partial destruction, damage or delaay in 
delivering ita, 

( 4) Where the item i s not found after the 1 apse of a reason able 
period of time from the expiry of the time l imit set or a l l owed 
by usage for the arrival of the item, it shal l be deemed to have 
perished complaetely. 
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Article 238 

The carrier shall unload the item upon arrival, save where otherwise 
agreed. 

Article 239 

(1) Where delivery is not incumbent at the consigneea1 s premises, the 
carrier shall inform him of the arrival of the item and the date 
on which he is able to receive it. 

(2) The consignee shall receive the item on the date fixed by the 
carrier, otherwise he shall be liable for payment of the storage 
fees. The carrier may, upon the expiry of the time limit set for 
the delivery, move the item to the consigneea' s  premises against 
payment of a surcaharge. 

Article 240 

(1) Where the commencement of the carriage is prevented by a certain 
obstruction or if the carri age is suspended when it is taking 
place or where the consignee is not present to take delivery of 
the item on the date fixed by the carrier , or where he is 
present by refrains from tak i ng del i ver y of the item or from 
payrnent of the freight and other costs, the carrier shall notify 
the consigner of this fact and requests his instructions. 

(2) Where the consigner delays the giving of his instructions to the 
carrier on time, the carrier may plead with the Court for the 
appointment of an expert or several experts for proving the 
condition of the item subject to the carriage and give hirn 
permission to keep it in the custody of a custodian for the 
account of the consigner and at his ri sk  . 

(3) Where the item is exposed to damage, destruction or fal l in the 
value thereof or if its maintenance requires substantial costs, 
the Judge shall order the sale thereof in the manner he deems fit 
and depositing the price thereof in the treasury of the Court for 
the account of the persans concerned. The Judge may, if 
necessary, order the sale of all or some of the item to the 
extent sufficient for the settlement of the amounts due to the 
carrier and in the rnanner determined by the said Judge. 

Article 241 

( 1) The carrier may withhold the 
freight ,expenses and other 
carriaage. 

item 
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(2) The carrier shall have a lien 
item for the satisfaction of 
reason of the carriage. 

over 
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the proceeds of 
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Art i c l e 242 

( 2 )  

The carr i er sha l l not be l i ab le  for whatever def i c i t  i n  we i gh t  
or volaume wh i ch may b e  suffered i n  the course of carryi ng i t  , 
u n l ess i t  i s  proved that the defi c i t  was due to other causes . 

I f  the b i l l  of l ad i ng  covers several i tems d i v i ded i nto p arce l s 
or cons i gnments , the a l l owed def i c i t  s ha l l be  determi ned on the 
b as i s  of each p arcel or con s i gnment if the wei ght i s  stated i n  
the b i l l  of l ad i ng or if  i t  i s  pos s i b l e  to prove i t  by any other 
method . 

Art i c l e  243 

If the i tem is  carr i ed under the secur i ty of the cons i agnor or 
consi gnee , the carr i er shal l not be he l d l i ab l e  for the damage or 
destruct ion thereof ,  u n l es s  the cons i agner or con s i agnee proves that the 
fau l t  is attri buted to the carr i er or h i s  servants . 

Art i c l e  244 

The carr i er may not deny h i s  l i ab i l i ty for the damage or  destruct ion  
of t he  i tem subject to  t he  carri age or  de l ay i n  de l i ver i ng i t  except 
by prov i ng  the occurrence of a force majeure , presence of an i nherent 
defect in the i tem or the fau l t  of the cons i gner or con s i gnee . 

Art i c l e  245 

The carr ier  sha l l  be l i ab l e  for the acts of the persans he emp l oys for 
carry i ng  out the o b l i gat i ons  ar i s i ng  from the c arri age contrac t .  

Art i c l e  246 

(1) Every cond i t i on exempt i ng the carrier  from l i  ab i l  i ty for the 
total or part i a l  destruct ion  or damage of an i tem sha l l be 
deemed nu l l  and vo i d .  

( 2 )  L i kewi s e ,  every cond i t ion  prov i d i ng for the exempt ion  of a 
carr i er from such l i ab i l i ty shal l be deemed nu l l  and vo i d  i f  i t  
arises from the acts of h i s  servants . 

Art i c l e  247 

I n  other than i ntent i onal  and gross fau l ts by the carrier or h i s  
emp l oyees ,  the carr i er may: 

( a ) determine h i s  l i ab i l i ty for the destruct i on or damage , 
prov i ded that the agreed damages sha l l not become tr i v i a la. 
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( b )  st ipu1eate his exoneration from liabili ty for the delay. 

(2) The condition for exonerat ion from or determi n i ng l i ab i l i ty 
shall be i n  wr i t i ng .  

Art i c le  248 

( 1 )  Where an i tem the value of which i s  not stated i n  the bill of 
ladieng, is lost or destroyed , the compensation shal1 be 
est i m ated on the bas i s  of the actual value of the i tem whi ch was 
destroyed or lost at the desti nation on the d ate set therefor , 
accord i ng to the prevai 1 i ng market pr i ce. In the absence of a 
cert a i n  fi xed pri ce for the i tem , i ts value shal l be determi ned 
by an expert to be appoi nted by the court � 

(2) Where the value of the i tem is stated i n  the bill of l ad i eng, the 
carrier may d ispute such value and may prove the real va lue of 
such i tem by all methods of proof. 

( 3) The carrier shall not be lieable for the loss of such mon i es ,  
secur i t ies , jewellery or other precieous i tems whi ch were 
entrusted i nto hi  s care for carri age , except ta the extent of 
the wrietten part i culars supplied by the cons i gner in respect 
thereof. 

Arti cle 249 

Where as a result of destruct i on or the delay i n  the arrieval of the 
i tem i t  became unsu i t able for the purpose for whi ch i t  is i ntended , 
and where the carriere1 s li abil i ty is proved, the appli cant for 
compensat i on may abandon such i tem to the carri er aga i nst full 
compensation .  

Art icle 250 

(1) The receipt of an item subject to the carrieage wiethout 
reservat i ons causes the right of recourse to lapse aga i nst the 
carri er for the damage or part i al destruct i o n ,  save where the 
consi gnee is able ta establish the con d i ti on of the goods and 
br i ngs act ion aga i nst the carrier withi n thi rty d ays from the 
date of delivery. 

(2)  The carrier may not invoke his non-acceptance of the cla i m  
according to the preced i ng Paragraph: 

( a) i f  i t  is proved that the damage or destruction has ar i sen 
from an act of fraud or gross error of the carrier or hi s 
empleoyees. 

( b )  i f  i t  is proved that the carrier or his  emp l oyees 
delieberatel y  concealed the d amage or destruction. 
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Article 251 

(1 )  Where severa1 carriers perform one carriage contract 
successive1 y, the first carrier shal l be liabl e to both the 
consigner and censignee for the who1e carriage . Any condition to 
the contrary sha1 1 be deemed nul 1  and void. 

(2) Each of the carriera1 s subsequent to the f i rst sha1 1 be l iable to 
him, to the consigner or consignee for the damage suffered by 
the goods duri ng th at part of the carri age wh i ch he performeda. 
Where it is impossible to determine the stage of the carriage 
during which the damage occurred , the compensation shal1 be 
apport i oned among the carriers, each accord i ng to the frei ght 
accruing to him. Where one of the carriers becomes inso1avent, 
his portion shal l be borne by the remaining carriers in the same 
proportion. 

2. Carriage of Persons 

Article 252 

( 1 )  A passenger sha1 1 pay the carri age costs on the agreed date or 
as stated in the carriage regulations or as stipulaated according 
to custom and usage. 

( 2) He shal l fol low the carrier ' s  instructions with respect to the 
carriage. 

Articlae 253 

The carrier shall carry the passenger and his personal effects which 
he may keep until arriving in the designated destination on the agreed 
date, the date stated in the carriage schedules or as is customary. 

Articlae 254 

( 1) The carrier shall secure the safety of the passenger throughout 
the duration of the Carriage Contract and shal l be liable for 
such bodil y or material injuries sustained by the passenger as 
well as for the delay in arrivala. He may not deny l iability 
except by proving a force majeure or the passenger's fault. 

( 2) The heirs sha11 be entiatled to claim a compensation from the 
carrier for the damages sustained by their legator, regardless 
of whether the death was directly after the incident or after 
the lapse of a period of timea. 
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Art i c l e  255 

The carr ier sha l l  be l i ab l e  for the act i on s  of persans he emp l oys for 
performing h i s  ob l i gat ions  under the contract for carri age of persan s a. 

Art i c l e  256 

Any st i p u l at i on wh ich ful ly  or part i a l ly  exonerates the carr i er of 
l i ab i l i ty with regard to bod i ly i njuries  susta i ned by the passenger , 
sha l l be deemed nu l l  and voi d .  

Art i c l e  257 

( 1 )  Apart from the cases of wi l fu l  and gross errors by the carr i ers 
or i t s serv ants , the carr i er may prov i de for be i ng  comp l ete ly or 
part i al ly  exonerated from l i ab i l i ty for other than bod i ly 
i njur ies or del ay wh i ch may be  suffered by the pas sengera. 

( 2 )  The con d i t i on exonerat i ng from l i ab i l i ty sha l l be i n  wr i t i ng  and 
must have been commun i cated to the pas senger by the carr i e r .  

Art i c l e  258 

( 1 )  The carr ier shal l not be l i ab l e  for s uch personal effects wh i ch  
are kept by the passenger nor  for any damage thereto,  s ave where 
the pas senger proves that the carr i er or h i s  servants were at 
fau l t .  

( 2 )  The reg i stered carr i age of effects  sha l l be governed by the 
rel evant prov i s i ons  for the carri age of i tems . 

Art i c l e  259 

( 1 )  Where a pas senger dies in the course of performance of the 
carr i age contrac t ,  the carr i er shal l take s uch steps as are 
deemed necessary to mai nta i n  h i s  personal  effect s  unt i l  they are 
de l i vered to the persans concerned . 

( 2 )  Where any of the persons concerned i s present at the p 1 ace of 
deat h ,  he may i ntervene to s uperv i se the s a i d  steps and request 
the carrier to de l i ver to h im an admi s s i on th at the deceased ' s 
effects are i n  h i s  cu stody. 

Art i c l e  260 

( 1 )  The carr i er may wi thho 1 d the passengera' s persona 1 eff ects to 
secure payment of the fare and the p r i ce of food or anyt h i ng e l s e  
served t o  h i m  during the performance of the carr i age contrac t .  
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( 2 )  The carrier sha l l have a l ien over the price of the per sona l  
effects for recovering any s ums that may have accrued thereto by 
reason of the carriage . 

3 .  Commission Agency for Carriage 

Artic l e  261  

(1  ) Commission agency for carriage is a contract whereby the agent 
undertakes to enter into an agreement  in his  name or in the n ame 
of his principal with a carr i er for the carriage of persans  or 
goods to a certain specified destination , and where neces s ary to 
carry out s uch operations as re late to the c arriage .  

( 2 )  Where the commis s ion agent performs the carriage by his  own 
means ,  he sha l l be governed by the stip u l ations of a carriage 
contract , s ave where otherwise agreed .  

Artical e  262 

Except for the prov isions set forth in  the fol l owing Artic l e s ,  a 
cormiission agent for carriage sha l l be s ubject to the s ame provisions 
as those app l icab l e  to a commis s ion agency contract . 

Artic l e  263 

( 1 ) The commission agent for carriage shal  1 s afeguard the interests  
of  his  principal and comp ly  with h i s  instruction s ,  particu l ar l y  
such instructions which re l ate t o  choosing the c arrier . 

( 2 )  the agent may not debit his principa l ' s  account with a 
fare/freight higher than that agreed with the carrier . 

Artic l e  264 

A commis s ion  agent for carriage shal l guarantee the safety of the 
passenger or item s ubject to the carriage .  

Artic l e  265 

(1)  Where the carr i age re 1 a tes to goods , the agent sha 1 1  as of the 
time of receiving the items be l i ab l e  for the perishing ,  who l l y  
or partia l l y ,  damage s uffered by or del ay i n  the del ivery of such  
goods . He  may not deny his  l i abil ity u n l ess he  proves the 
occurrence of a force majeure or an inherent defect in the items , 
or a fau l t  of the agent or consigneea. 
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( 2 )  Where the carr iage re l ates to persans , the agent sha l l be l i a b l e  
for the de l ay i n  arr i va l  of and such i njuries  or mater i a l damage 
as are suffered by the passenger in the course of performing  the 
carr i age contract .  The agent may not deny l i ab i l i ty except by 
prov i ng  the occurrence of a force majeure or a fau l t  of the 
passenge r .  

( 3 )  In  any case,  the agent may have recourse aga i n st  the carr i er 
where relaevan t .  

Art i c l e  266 

Any cond i t i on exoneratai ng the commiass ion 
part i al l y  from l i ab i l i ty for bod i l y  
pas senger ,  shal 1 be  nu l l  and voiad .  
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suffered by the 

Art i c l e  267  

( 1 )  Except in  cases of  i ntentional  and gross  errors commi tted by the 
commi s s i on agent for carr i age or any of h i  s servants or by the 
carr ier  or by one of h i s  servan t s ,  the comm i s s ion agent for 
carri age may s t i p u l ate : 

( a )  that he be exonerated whol l y  or part i a l ly  from l i ab i l i ty 
ar i s i ng from the destruction of the i tem subject to the 
carri agea , damage thereto or del ay in the del i very thereof .  

( b )  that he  be  exonerated whol l y  or  part i al l y  from l i ab i l i ty 
ar i s i ng frorn the del ay i n  the arri val  of the passenger or  
bod i ly i njuries sustained by h i m .  

( 2 )  The st i p u l at i on of exonerat ion  from l i ab i l i ty shal l be  i n  wr i t i n g  
and must have been not i f i ed  t o  the pr i nc i pa l  or the passenger.  

Art i c l e  268 

( 1) The pri n c i pa l  or pas senger may have d i rect recourse agai nst  the 
carr i er to c l aim damages wh i ch res u l ted from fai l ure ta perform 
the carri age contract or defect i ve performance or del ay .  I n  such 
case,  the comm i s s i o n  agent for carr i age must be i nc l uded i n  the 
casea. 

( 2 )  The carr ier  may have d i rect recourse aga i nst the c arr i er to c l a im  
from h im  damages for i njuries suffered by h im a s  a resu l t  of 
carrying  out the carriaage contracta. 

( 3 )  The con s i gnee shal l have d i rect recourse aga i nst both the carr i er 
and the commiass ion  agent wi th respect to the r i ghts  ar i s i n g from 
the carri age contract . 



72 

Art i c l e  269 

Where the comm i s s i on agent pays the fare/fre i ght  to the carr i er ,  he 
shal l s ubrogate h im i n  h i s  r ightsa. 

4 .  Prescr i p t i on 

Art i c l e 270 

( 1 )  Every c l a im ar1 s 1 ng from a contract for carri age of goods or a 
comm i s s i on agency contract for carr i age of goods  shal l l apse  
after a per iod  of one year . 

( 2 )  Such prescr i p t i on shal l be app l i cab le  w ith respect to c l a ims for 
l i ab i l i ty resu l t i ng from total destruct ion  from the day on wh i ch 
the de l i very was due to take p l ace and for the de l ay ,  damage or 
part i a l  destruct i on from the date of de l i very or from the date on 
wh i ch the cons i gnee was not if ied of putt i ng the i tem at h i s  
d i sposa la. 

Art i c l e  2 71 

Every l aw s u i t  an s , ng from a contract for carr i age of persans or a 
contract for comm i s s i on agency for carr i age of persans shal l l apse  
after three yearsa. 

Art i c l e  272 

The prescr i pt ion  provi ded for in the preced ing  two Art i c l es shal l not 
be i nvoked by any persan who has commi tted an i nten t i ona l  fau l t  or 
gross erro r .  

Art i c l e  2 73 

E very agreement made i n  contravent ion of the prov i s ions  set forth i n  
the preced i ng three Art i c l es sha l l be deemed nu l l  and vo i d .  
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PART THRE E  

COMMERC IAL AND BANK I NG OPERATIONS 

Art i c l e  2 74 

The prov i s i on s  of th i s  Part shal l be app l i c a b l e  to transact i o n s  
conc l uded by banks w ith  the i r  customers whether they are traders or 
non-traders whatever may be the nature of such tran s act i o n s .  

CHAPTER ONE 

MONEY DEPOS IT  

Art i c l e  275 

A money depo s i t  i s  a contract wh i c h  vests posses s i on of the  depo s i t  
money unto the bank and author i ses  the bank t o  d i spose thereof i n  
keep i n g  with i t s  profes s i ona l  act i v i ty with an ob l i gat ion  to return an 
equal amount thereof to the depos i tor.  The depo s i t  s ha l l  be returned 
i n  the s ame currency as that of the ori g i na l  depos i t .  

A cond i t ion  may be l a i d  down for the pa.YJTient  of i nterest for a money 
depo s i t ,  i n  wh i c h  case the prov i s i ons of Art i c l e  76 ( 4 ) , ( 5 )  and ( 6 )  
sha l l b e  app l i cab l e .  

Art i c l e  276 

( 1 )  The bank sha l l open an account for the depos i tor where i n  sha l l be 
entered al  l the transactions  concl uded between the bank and the 
depos i tor or between the bank and a th i rd party for the account 
of the depo s i tor . 

( 2 )  Such transactions  wh i ch bath part ies  have agreed not to enter i n  
the account sha l l  not be entered there i n .  

Art i c l e  277 

( 1 )  A depos i t  of money contract shal l not vest the depos i tor w ith  a 
r i ght to draw from the bank sums un l es s  he  has a cred it  accounta. 

( 2 )  However,  i f  the bank conducts transact ions  for the depos i tor ' s  
account wi th the resu l t  that the balaance becomes cred i ted as 
regards the b ank , the l atter shal l adv i se the depos i tor i n  order 
to make a settlaement of h i s  pos i t i ona. 

Art i c l e  278 

( 1 }  Save where otherwi se  agreed , the money depo s i t  sha l l be returned 
irnmediate ly upon request .  Meanwh i l e ,  the depo s i tor may at any 
t ime di spose of the balaance or any part thereof . 
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(2) The foregoing right may be conditional upon the sending of a 
prior notice or the expiry of a certain time l imit. 

Article 279 

The bank shall send a statement of account at least once every three 
months except where custom and usage or an agreement stipulates that a 
statement of account shall be sent more than once during such period. 
The statement shall give a copy of the account and the balance after 
the last movement in the said account. 

Article 280 

Unless otherwise agreed, the deposit payments and withdrawals shall be 
effected at the bank ' s  head office or the branches of the bank. 

Article 281 

Save where otherwise agreeda, where the depositor has several accounts 
in one bank or the branches of the same bank, each such account sha l l  
be independent of the others. 

A,..t i c  1 e 282 

Where the bank issues a passbook, it shall be in the name of the 
persan in whose favour it has been issued. Payments and withadrawals 
shall be entered therein. The particulars entered in the said 
passbook shall if signed by a bank officer be evidence for proving the 
said particulars as regards the relationship 
person in whose faveur the passbook has been 
the contrary shall be null and void. 
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Article 283 

A bank may open a joint account for two or more persons equally 
between them, save where otherwise agreed and provided that the 
following provisions are complied with: 

(1) A joint account shall be opened by all its owners or by a person 
holding a power of attorney granted by the owners of the account 
and du ly 1 eg a 1 i sed by the re 1 ev ant author ity. Wi thdrawa 1 s from 
the account shall be governed by the agreement of the owners of 
the account. 
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(2) Where the balance of a co-owner of a joint account is subject to 
an attachment, such attachment shal 1 be applicable to the share 
of the distrainee of the balance of the account as of the day on 
which the bank is given notice of the attachment. In  this event, 
the bank shall suspend withdrawing from the joint account ta the 
extent of the equivalaent of the share subject ta the attachment. 
The co-owners of the joint account or their representative shal l 
be informed of the attachment within not more than five days. 

(3) Upon effecting a set-off between various accounts of one of the 
co-owners of the joint account, the bank may not incalude such 
joint account in the set-off save with the written consent of the 
other co-owners. 

( 4 )  Where a co-owner of a joint account dies or becomes l egal l y  
disqualaified, the other co-owners shal l give notice ta the bank 
of whether or not they wish ta continue the account, within not 
more than ten days of the date of the death or disqualaification 
of the said persan. The bank shal l thereupon suspend the 
withdrawal s from the joint account until a successor is l egal l y  
appointed. 

CHAPTER TWO 

DEPOSIT OF SECURITIES 

Article 284 

A bank may not use nor exercise the rights arising from such 
securiaties which are deposited therewith except for the interest of 
the depositor unless otherwise agreed upon. 

Article 285 

(1) In safekeeping the securities deposited with it , the bank shall 
exercise such care as is exercised by a depositary who receives 
remuneration. Any agreement which exonerates the bank from 
exercising such care shall be null and void. 

(2) The bank may not relinquish possession of the said securities 
unless there is a reason necessitating such behaviour. 

( 3) The depos itor sha 11 pay the remunerat ion agreed upon or that 
which is determined by usage, in addition ta the necessary 
expenses. 
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Artica1e  286 

(1) Save where otherwi se agreed the bank sha1 1 receive the interest, 
div i dends or va 1 ue of the securi ty , when i t i s redeemed, and 
every other sums accruing in  connection wi th the securi ty. 

( 2 )  Such amounts sha 1 1  be p 1 aced at the depos i tor I s dispos al  and 
shal 1 be credited to h is  account. 

(3) The bank shall conduct the necessary transactions for 
safeguard ing the ri ghts relati ng to the securi t ies. 

Article 287 

Cheques and other commerc i a 1 papers depos i ted wi th the bank, whether 
or not they are drawn on the bank or payable by the bank , sha1 1 not be 
subject to drawing except after payment or collection of the value 
thereof. 

The bank shall col1ect these cheques and commerc ial papers in the name 
of the account holder and for his  benefi t. 

The bank shall have the right to strike off any entry that may have 
been made unlaess the amount thereof has been paid  or col1aected. 

Art i c le  288 

(1) The bank shal l inform the depositor of any matter relevant to the 
securi ty that requires his  approval. In case of an emergency or 
f ear of a l oss of an es tab 1 i shed ri ght in  the securi ty, such 
notifi cation may be made by a telegram. Where the i nstruct i ons 
of the owner of the security are not receiaved at the appropri ate 
ti me, the bank shall dispose of the ri ght for the account of the 
sai d  owner. 

(2) The depositor shall bear the costs of the transactiaons conducted 
by the bank at the request of the depos i tor in addit ion to the 
commissiaons. 

Art ic le  289 

(1) The bank shall return the securit ies deposi ted at any t i me at the 
request of the depositor with due regard for the t ime needed for 
the preparat i on of the papers for such return, except in  the 
followi ng cases: 

(a) If  the bank has the right to wi thhold the securi ties unt i l  i t  
recovers i ts entiatlements from the deposi tor. 

(b) If i t  is empowered to have a lien over the safekeepi ng of 
movable properties. 
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(c) If it has procured attachment procedures so that the 
securities remain kept under its possessiona. 

(d) If it has obtained an attachment to keep the securities under 
its possession or challenged another persan seeking the 
delivery thereof to the depositor in pursuance of a right 
thereupon. 

(e) If the deposit contract is replaced by another contract. 

( f )  If  the depositor has been declared bankrupt fol l owing the 
deposit. 

(2) Return of the securities shall be effected in the same place 
wherein the deposit was effected. The bank shall return the same 
securities which had been deposited unless bath parties agreed or 
the law otherwise provides. 

Article 290 

The bank shall have a lien as security for recovering its rights 
ari sing from the safekeeping and the expenses of the subsequent 
transactions conducted for preservat ion of the ri ghts represented by 
the securities deposited therewith. 

Article 291 

The securities shall be returned ta the depositor , his successors or 
those appointed by such persons even though there is reference in the 
securities that they are owned by third partiesa. 

Article 292 

If a persan claims that the deposited securities have matured, the 
bank shall directly inform the depositor 
returning the securities thereto pending 
existing dispute in respect thereof. 
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CHAPTER THREE 

RENTAL SAFE DEPOSIT BOXES 

Article 293 

Rental of safe deposit boxes is a contract whereby the bank undertakes 
to p1ace a certain specified safe deposit box at the disposal of the 
l essee to be used for a certain spec ified period against payment of a 
certain remuneration. 
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Article 294 

( 1) The safe deposit box sha1 1 have two l ocks each of which shall 
have a different key so that the bank shalal deliver one to the 
l essee and the other shall be maintained by the banka. Apart from 
the bank and the lessee, the key of the safe deposit box may not 
be delivered to another person. 

(2) The key which shall be delivered to the lessee shall remain as 
the property of the b ank and the former sh a 11 be ob 1 i ged to 
return it to the bank on the termination of the rental 
arrangement. 

(3) The bank may use such other methods as an automatic control 
system or pl astic cards for this purpose. 

Article 295 

The bank may not permit any persan other than the lessee or his agent 
to use the safe deposit box. 

Article 296 

Save where otherwise agreed, a lessee may not sublet the safe deposit 
box or part thereof nor may he assign the lease to another. 

Article 297 

( 1) Save where otherwise agreed , when a safe deposit box is leased 
to several lessees , each one of them may use it separately. 

(2) Where the lessee or one of the lessees dies the bank may nota, 
after becoming aware of the death, give permission for the 
opening of the safe deposit box except with the approval of all 
parties concerned or pursuant to a verdict of the President of 
the High Civil Court or one of the Puisne Justices who is 
designated for this purpose. 

Article 298 

The bank shall undertake the maintenance of the safe deposit box to 
ensure the preservation and safety thereof, and shall maintain a 
register in which shall be recorded the dates and times of opening the 
safe deposit box by the lessee. 

Article 299 

{ l ) The 1 essee of a saf e depos i t box may not pl ace therei n articles 
whi ch are detrimental to the safety of the bank or that of the 
other safe deposit boxes. 
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(2 ) If it is established that the safe deposit box is in danger or 
that it contains dangerous items, the bank shall give an 
immediate notice to the lessee in order ta appear and to empty 
it of the dangerous items. If the lessee fails to be present on 
the fixed date, the bank may request the President of the High 
Civil Court or the Puisne Justice designated for this purpose to 
give it a permission to open the safe deposit box and empty it or 
withdraw the dangerous items contained therein in the presence of 
the persan nominated by the President of the High Civil Court or 
the Puisne Justice designated for this purpose. A statement of 
the occurrence shall be prepared and shall be signed by the 
banka1 s representative who has opened the safe deposit box and the 
person nominated by the President of the High Civil Court or the 
designated Puisne Justice of the Court in order to attend the 
opening of the safe deposit box. The contents of the safe deposit 
box sha71  be mentioned in the sai d  statement. 

Where the threat does not allow any delay, the bank may open the 
safe deposit box at its own risk and shall empty the contents 
thereof or withdraw the dangerous items therefrom without 
notifying its lesee or obtaining the Courta' s  permission. 

Article 300 

(1) Where the lessee fails to pay the rent of the safe deposit box on 
due dates of payment, the bank may after the expiry of three 
months of giving notice thereto for payment by virtue of a 
registered letter with an acknowledgement slip consider the 
contract to have been terminated by the force of law without the 
need for filing legal action. 

( 2) Where the term of the contract expires or where i t has been 
deemed to be terminated according to the preceding Paragraph, the 
bank shall recover the safe deposit box after giving notice to 
the lessee requiring him to report to the bank to empty its 
contents on the date and at the time stated in the noticea. 

(3) Where the lessee fails to report to the bank on the date set in 
the notice or where he reports to the bank but refuses ta empty 
the contents of the safe deposit box, the bank may request the 
President of the Hi gh Ci vil Court or the Pui sne Justice of the 
Court designated for this purpose to grant it permission and 
empty the contents thereof in the presence of the persan 
nominated for this purpose. 
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A statement of the occurrence shall be prepared and be s i egned by 
the representat i ve of the bank who has opened the safe deposi t  
box and by the persan designated by the Pres ident of the High 
Civil Court or by the designated Pu isne Justice appoi nted for 
th is purpose ta attend the open i n g  thereof, and the con tents of 
the said safe depos i t  box shall be mentioned in the statement. 

(4 )  The Pres i dent of the Hi gh Ci vil Court or the Puisne Justice 
desi gnated for th is  purpose, shal l be empowered to order the 
depos i t  of the contents of the safe deposi t  box w i th the bank or 
i n  the Court Treasury. 

Artiecle 301 

The bank shal l have a 1 i en over the amounts kept i n  the leased safe 
deposit box or over the pr i ce resulting  from the sell i n g  of the 
contents thereof for the settleement of the fees and charged owed 
thereto. 

Art i cle 302 

(1) A precautionary attachment or execution attachment may be placed 
on the safe depos i t  box. 

(2) The attachment shall be placed by notifyi n g  the bank of the 
contents of the i nstrument whereby the attachment is ta take 
pl ace while i nstruct i n g  i t  to state whether it leases a safe 
deposit box for the distrai nee. Should the bank declare that th i s  
i s  the case, i t  shall immediately upon rece i v i n g  a copy of the 
attachment statement bar the lessee from usi n g  the safe deposi t  
box. The bank shal l be left with a copy of the attachment 
statement and the lessee of the safe deposi t  box shal l be g i ven 
another copye. 

( 3 )  If the attachment is  of a precauti onary nature, the lessee may 
apply to the Court seek i ng the lift i ng of the attachment or 
authori se h im  to take some of the contents of the saf e depos i t 
boxe. 

( 4 )  Where the attachment i s of an execu tory nature , the execut i on 
off i cer shall after g i v i n g  not i ce to the lessee of the date set 
for open ing  the safe depos i t  box . Where the lessee fai l  s to 
report ta the bank on t ime ,  the execution offiecer shall forc i b l y  
open the safe depos i t  box after the deposi t  by the d i straiener of 
the fees for the openi ng thereof and restorat i on toe i ts or i g i na l  
state. Th.en , he sha 1 1  empty the contents thereof and make an 
i nventory thereof i n  the presence of the bank ' s  representat i ve 
and d istrai ner , if present. The contents of the safe depos i t  box 
shal l  be sold in conformity w i th the provis ions lai d  down i n  the 
C i vil and Commercial Procedures Act, as amendede. 
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(5 ) Where the safe deposit box contains papers or documents that are 
not included in the compulsory sale, they shall be delivered to 
the lessee if he is present at the time of opening the safe 
depos i t box, otherwi se the execu t ion off i cer sha 1 1  de 1 i ver them 
to the bank after placing them in a safe place under the seal of 
the said officer and that of the banka' s  representative for 
delivery to the persons entitled thereto. 

(6) The distrainer shall pay to the bank a sufficient sum to ensure 
the settlement of the rent of the safe depos it  box during the 
period of attachment. 

Article 303 

Except for the cases provided for in the Law, the bank may not open 
the safe depos i t box nor empty the contents thereof except wi th the 
permission of the lessee and in his presence or in pursuance of a 
verdict issued in this respect by the President of the High Civil 
Court or any Puisne Justice designated for this purpose. 

CHAPTER FOUR 

BANK TRANSFERS (ACCOUNT TRANSFERS ) 

Article 304 

( 1) A bank transfer is a transaction whereby the bank debits the 
account of the person who has ordered the transfer in writing and 
credits another account accordingly. 

(2) This transaction may be used to effect the following :  

(a) transfer of a specified sum from one person to another each 
of whom has an account with the same bank or with two 
di fferent banks. 

(b } transfer of a specified sum from one account to another both 
of which are opened in the name of the persan orderi ng the 
transfer with the same bank or with two different banks. 

This transaction shall inc l ude rnaking a set-off and a transfer. 

(3) The agreement between the bank and the persan ordering the 
transfer shall regulate the conditions of is suing the order. 
However, the transfer order may not be for the bearer nor to the 
order of a certain persan. 



83 

Art icle 310 

( 1 )  Where the consideration for payment is insufficient and if the 
transfer order is made directly by the person ordering the 
transfer, the bank may refuse to execute the order , prov i ded 
that it sha 1 1  g ive prompt notice of such action to the persan 
making such order. 

(2) Where the transfer order is made by the beneficiary the bank wil l 
credit the partial consideration to his account unlaess this is 
opposed by the beneficiary, and the bank shall make an entry on 
the transfer order with regard to recording the partial 
consideration or the rejection made by the beneficiary. 

(3) The person making the transfer order shall have the right to 
dispose of the partial consideration if the bank refuses to 
implaement the transfer order or shoulad the beneficiary refuse the 
partial consideration in accordance with the above two 
Paragraphs . 

Article 311 

( 1  ) If the bank fails to execute the transfer order on the first 
business day folalowing presentation, the order shall be deemed to 
the extent of the amount that is not executed as nul l and voi d 
and shall be returned to the person who has presented it against 
the issue of a receipt. 

(2) If a l onger period is agreed upon, the transfer order shall be 
added to the orders wh i ch sha 1 1  be presented in the fo 11 owi ng 
days during such period. 

Article 312 

The debt for the sett 1 ement of wh i ch the transf er or der has been 
issued, shal l remain val id together with its guarantees and 
attachments until the date of actually crediting the amount thereof in 
the beneficiary • s  account. 

Article 313 

(1) Where the beneficiary is adjudged bankrupt the person mak ing the 
order may suspend the execution of the transfer order even where 
the beneficiary has received it in persan. 

(2) The declaration of the bankruptcy of the persan making the 
transfer order shal l not bar the execution of the transfer orders 
which had been presented to the bank prior to the passing of the 
judgement for the adjudication of bankruptcy unless the Court 
issues a verdict to the contrary. 
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(3 )  Where the persan making the transfer order d i es, the bank shall 
refrain from executing the transfer orders issued therefrom with 
effect from the date of its knowleedge of the deathe. 

( 4 )  If the beneficiary dies, the bank shall continue to execute the 
transfer orders to his heirs. 

CHAPTER FIVE 

OPENING OF CREDITS 

Article 314 

(1) The opening of a credit  is a contract whereby the bank places at 
the disposal of the beneficiary , whether d irectly or ind irectly, 
a method of credit within the limi ts of a specified sum. 

(2) A cred it is opened for a def inite or indefinite term. 

Artiecle 315 

( 1 )  Where a credit is opened for an i ndefinite term, the bank may at 
any time cancel it prov i ded that notice of cancelleation is sent 
to the be nef ici ary at 1 east 15 d ays before the d ate set for the 
cancelleation. 

( 2 )  Any agreement whi ch vests the bank w i th a right to cancel an 
indefinite term credit wi thout need for notice or at a shorter 
notice than that specified in the preceding p aragraph shall be 
null and voieci .  

Arti cle 316 

The bank may not cancel the credit before expiry of the agreed term 
except where the beneficiary dies or an attachment is p l eaced upon his 
property or if he ceases to make payment without a judgement being 
passed for adjud i c ating his bankruptcy or his commission of a gross 
error in using the indefinite term credit opened in his favour. 

CHAPTER SIX 

DOCUMENTARY CREDITS 

Article 317 

( 1 )  A documentary cred i t i s a contract whereby a bank undertakes to 
open a credit upon an application from a customer, who i s  called 
the persan ordering the opening of the credit, in favour of a 
thi rd party, cal led the benef i ci ary, secured by the documents 
representing the goods transported or intended for c arriage. 
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(2) A documentary credit contract is deemed to be independent of the 
contract which caused the opening of the credita. Meanwhile, the 
bank shalal remain a stranger to this contracta. 

Art icle 318 

A bank which opens a cred it  shall perform the conditions of payment , 
acceptance and d iscount as agreed in the contract for opening the 
credit if the documents conform to the condit i ons and particulars set 
down i n  the contracta. 

Art icle 319 

( 1 )  A documentary cred it  may be revocable or i rrevocablea. 

( 2 )  A documentary credit shall be revocable unless expressly agreed 
that it shall be irrevocable. 

(3) A documentary credit may be divisible , negotiable or non-
negotiable or non-transferrablea. 

Article 320 

A revocable documentary credit shall not create any obligati ons on the 
bank towards the beneficiary. The bank may at any time amend or 
cancel i t  of its own initiative or at the request of the persan who 
ordered the opening of the credit without the need for notifyi ng the 
beneficiary, provided that the amendment or cancellation is made in 
good faith and at an opportune time. 

Where the shipping documents have been presented and found conforming 
to the particulars and conditions of the contract for opening the 
credit within the period of the contract and prior to the request for 
cancellation, the bank and the persan who ordered the opening of the 
cred it  shall be l iable towards the beneficiary. 

Article 321 

(1) Where the documentary credit is irrevocable the obligation of the 
bank shall be absolute and d irect towards the beneficiary and to 
any bona f i de holder of the document drawn in performance of the 
contract which caused the opening of the credit. 

(2) An irrevocable documentary cred it shall not be cancelled nor 
amended except with the agreement of all the interested partiesa. 
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( 3 }  Except for the pub l i c  ho l i days , the va l i d i ty of the cred i t  sha l l 
not extend beyond other than bank hol i days even when the exp i ry 
of the val i d i ty co i nc i des with the date of the ces sat i on of 
bus ianess of the bank due to a force majeure u n l es s  there i s  an 
express author i s ation  to that effect from the persan order i n g  the 
open i ng of the cred i t .  

Art i c l e  322 

( 1 )  An i rrevocab l e  documentary cred it may be conf i rmed by one b ank to 
another wh ich sha l l ,  in turn , be under ob l i gat ion  d i rect l y  
towards the benef i c i ary . 

( 2 )  A not i ce for the open ing  of an i rrevocab l e  documentary cred i t  
sent to the benef i c i ary through another bank sha l l not b e  deemed 
as a confi rmat i o n  by th i s  bank of the documentary cred i t .  

Art i c l e  323 

(1)  Prec i se detaial s  shalal be i ndi cated i n  the papers of the 
app l i cat ion  for the open i ng of the documentary cred i t ,  i t s  
confi rmat ion  or not i f icat i on the documents agai n s t  wh i ch the 
transact ion s  of payinenta, acceptance or d i scount i ng  shalal be 
conducteda. 

( 2 )  the bank shal l ascerta i n  that the documents are i n  conformi ty 
with the i n struct i on s  of the pers on who ordered the open i ng of 
the cred it  as contai ned i n  the l etter of cred i t  sent to the 
benef i c i ary. 

( 3 )  Where the bank rejects  the documents  i t  sha l l immed i ate ly  send 
not i ce of reject ion  ta the persan who ordered the open i ng of the  
cred i t ,  i nd i cat i ng the  d i screpancy not iced .  

Art i c l e  324 

( 1 )  The bank shal l not be l i ab l e  if the documents presented appear ta  
conform to  the i n struct i on s  rece i ved from the persan who ordered 
the open i ng of the cred i t .  

( 2 )  The bank sha l l not bear any l i ab i l i ty with regard to spec i fyi n g  
the goods for wh i ch the cred it  has been opened nor i n  respect of 
the i r  quant i ty ,  we i gh t ,  external cond i t ion , wrapp i ng or v al ue nor 
shal l it be he l d l i ab l e  with regard to performance by the 
consiagnors or i n surers of the i r  ob l i gat i on .  
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Art i cle 325 

( 1 )  The bank may not divide the execution of the documentary credit 
unless so authorised by the person who opened the credit. 

(2) The beneficiary sha1 1 not assign al l or part of the documentary 
credit to another persan or other persans unless he is authorised 
to do so by the bank and is expressly provided for in the l etter 
of credit. 

(3) In addition, the transfer shal l only be made once unless the 
contrary is provided for in the contract for opening the 
documentary credit. 

(4) The transfer shall be effected by endorsing the letter of credit 
if it is conditional or by delivery thereof if it is for the 
bearer • However, if it is nominal , the procedures governing bil l 
of exchange shall be applaicable. 

Article 326 

Where the persan who ordered the open i ng of the credit fails to pay to 
the bank the valaue of the shipping documents conforming to the 
conditions of the opening of the credit within three months from the 
date of being notified of the date of arrival of the said documents, 
the bank may se 1 1  the goods by adopt i ng the method of execut ion on 
articles which are the subject to a commearcial mortgage. 

CHAPTER SEVEN 

DISCOUNTS 

Article 327 

( 1 )  A discount is a contract whereby a bank advances to the 
benefici ary of a commercial instrument which has not matured the 
value stated therein in consideration of transferring the valaue 
of such instrument to the bank. 

(2) the bank shall deduct from the amount paid to the beneficiary on 
account of the discount interest on the amount of the instrument 
in addition to commission. An agreement may be entered into for 
effecting the discount in consideration of a total sum. 
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Articale  328 

(1) Interest is cal cu lated on the basis of the time which l apses 
unti 1 the maturity date of the instrument or on the basis of a 
shorter period in mortgage transactions or other transactions 
involving an undertaking of the beneficiary of the discount ta 
repay what he has received before the maturity date of the 
instrument. 

(2) Commission shal 1 be estimated on the basis of the valaue of the 
document. 

(3 ) A minimum l evel of interest and commission may be fixed. 

Artic le  329 

A beneficiary of the discount shal l repay to the bank the nominal 
val ue of the instrument which has not been paid. 

Articale  330 

(1) The bank shall have alal the rights which arise from the 
instrument vis-a-vis the original debtor, the beneficiary of the 
discount and the other obligees. 

(2 ) Furthermore, the bank is vested with a separate right vis-a-vis 
the beneficiary of the discount to recover the sums which it has 
placed at his disposal as wel l as chargi ng interest and 
commission • Without prej ud i ce to the provaisions with respect to 
the current account, the bank shal l exercise this right within 
the limits of the unpaid instruments whatever may be the reason 
for abstaining from payment of the discounted instrumentsa. 

CHAPTER E IGHT 

LETTER OF GUARANTEE 

Articale  331 

A l etter of guarantee is an undertaking issued by a bank at the 
request of one of its customers (the persan making the order) to payaa 
certain specified sum or a sum that can be determined in favour of the 
beneficiary where payment is requested within the fixed period of the 
l etter. The l etter of guarantee shall state the purpose for which it 
has been issued. 
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Article 332 

The bank may require the production of a security against the issue of 
a letter of guarantee. The security may be in cash or i n  the form of 
financial instruments or commercial papers , goods or  an assignment by 
the applicant for the letter of guarantee of h is  r i ght vis-a-vis the 
benefic i ary i n  faveur of the bank. 

Article 333 

Save with the approval of the bank, a benef ic i ary may not ass ign his 
r ight which arose from the letter of guarantee to a thiard party. 

Article 334 

The bank may not refuse payrnent to the benefici ary on grounds rel ati ng 
to the bank ' s  relationship with the appl icant for the lettera· of 
guarantee or to the relati onship  between the appl i cant for the letter 
of guarantee with the benefiaciary. 

Article 335 

(1) The bank shall be discharged of li ability towards the benefic iary 
i f  with i n  the validity period of the letter of guarantee no 
request for payment is received from the benef ic iary, unless it 
had been expressly agreed to renew the term thereof. 

( 2 )  the bank shall, upon the expi ry of the term of the letter of 
guarantee, return the deposit provided by the person ordering the 
sa i d  letter for obta i n i ng thereof. 

Article 336 

Where the bank pays to the beneficiaary the sum agreed i n  the l etter of 
guarantee, it shall subrogate him for recourse agai nst the persan 
making the order for the letter of guarantee to the extent of the 
amount actual ly paid. 

CHAPTER NINE 

CURRENT ACCOUNT 

Article 337 

A current account i s a contract whereby two persans agree to cause 
entries to be made i n  an account by making mutual and overlapp i ng 
payments of debts ari s i ng from operations effected between them such 
as the delivery of man ies, property or negoti able i nstruments capable 
of ownership  and others ; and ta replace the settlement of each 
separate payrnent by a final settlement resulting i n  the balaance of the 
account beiang closed. 
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Art i c l e  338 

( 1 )  Al l debts wh i ch ar i se from such bus iness rel at i o n s  as are 
effected between both parties  to the account sha l al by the 
operat ion of the 1 aw be entered i n  the current account , save 
where such debts are secured by l egal l y  requ i red depos its , 
agreement or i f  i t  has been agreed to exclaude the debts from the 
account .  

( 2 )  However,  debts secured by contractual securitie s ,  whether they 
have been es tab l i  shed by the debtor or a th i rd party may be 
entered in the current account , where a l l the interested part ies  
have  expres s l y  agreed on  such  measure .  The security in th i s  case 
shal l be app l icab l e  to the probab l e  debit balaance to an extent 
not exceeding the secured r i ght . 

( 3 )  Where the l aw prov ides for certa i n  spec i f i ed measures for 
con c l ud i ng  the secu r ity or for bei ng admitted i n  ev i dence towards 
third parties , i t  sha l l not be transferred to the ba laance and may 
not be admitted in  ev i dence except from the date of carry i ng out 
the aforesaid measures . 

Art i c l e  339 

( 1 )  If the items of the account inc l ude cash debts denom i nated i n  
v arious currencies o r  d i s simi l ar thing s ,  the part i e s  may agree on 
the i nc l us ion thereof i n  the account , prov i ded that they s ha l l  
be entered u nder i ndependent sections  tak i ng i nto acco unt the 
s imi l arity i n  the forms of p ayment i nc l uded and the two Part ies  
sha l l expres s l y  agree on maintaining the un ity of  the account in  
sp ite of  its  various  sections . 

( 2 )  The balaances of the sections referred to in the preced ing  
Paragraph sha l l be  transferrab l e  so that it becomes poss i b l e  at 
the time fixed by the two parties or u pon no l ater than c l os ing 
the account to make a set-off between them for pro duc i ng one 
ba laancea. 

Artic l e  340 

(1  ) Where a time l imit has been f i xed for c l osing the accou n t ,  i t  
shal l be c losed on the exp i ry of the s a i d  l imit . It may b e  c l osed  
premature ly  by agreement of both part ie sa. 

( 2 )  Where a time l im i t  i s  not set for the current account it may be 
c l osed at any time as desired by either party with due 
considerat i on for the time l im i t s  for notices as agreed or as is 
customary. 

( 3 )  I n  al l cases , the account shal l be c l osed on the death of e ither 
party, his becoming d isqual i fied or be i ng  dec l ared bankrupt or 
i n so l vent. 

http:limit.It
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( 4 )  The balaance sha l l be ca l c u l ated upon c l o s i ng of  the account and 
the deb i t  balaance shal l become immed i ately paya b l e  un l e ss the two 
part ies  have agreed otherwi se  or i f  certa i n  transac t i o n s  that 
shoual d  have been entered have been conducted and the entry 
thereof res u l ts i n  al ter i ng the amount of the b a l ancea. 

Art i c l e  341 

E i ther party to the account may d i spose of h i s/ i t s  cred i t  balaance that 
may be shown at any t i me un l es s  there i s  an agreement  to the con trary. 

Art i c l e  342 

No set off sha l l be made between an i tem i n  the c u rrent account and 
another i tem i n  the same account . 

Art i c l e  343 

If the payment made resu l ts from a ri ght that no l onger ex i st s  or the 
va laue thereof has been reduced for a subsequent reason to mak i n g  the 
entry i n  the account , the entry thereof shal l be cance l l ed or reduced 
and the account shal l be amended in accordance wi th the abov e .  

Art i c l e  344 

( 1 )  Debts wh i ch are entered i nto a current account sh a 1 1  not 
s ubj ect to the ru les  of prescri pt i on and payment of i nterest 
they were app l i ed prior to their entry i nto the accounta. 

be 
as 

( 2 )  I nterest sha lal be charged on the deb i t  balaances at the agreed 
rate between the bank and the account hol der .  If a s pec i f i c  rate 
i s not agreed upona, i nteres t sha 1 1  be charged as determi ned by 
the Bahraian Monetary Agency or accord i ng  to the bank i n g  
prac t i cesa. 

( 3 )  I nterest sha 1 1  be charged on i nterest payments from the date of 
enteri ng them i n  the current account wh i 1 e i t  i s i n  opera t i on 
wh i l e  g i v i ng due regard for the per i ods of t i me specai f i ed  by 
cu stom and usage for enter i ng i nterest i n  the current accoaunta, 
u n l e s s  there i s  an agreement to the contrary . 

Art i c l e  345 

( 1 )  The common 
ba laance and 

ru les  sha lal app l y  to the prescr i pt i on  
i nterest charged thereupona. 

of the debai t  

( 2 )  The l egalaly  prescriabed i nterest sha lal 
ba laance from the date of c l o s i ng the 
agreement to the contrary. 

be app l i c a b l e  to the 
account u n l e s s  there 

debai t  
i s  an 



92 

Art i c 1 e  345 

( 1 )  The total i ty of current account i tems is i nd i v i s i b l e  before 
c l osure of the account or extract ion  of the f i nal ba laance . The 
gross  set-off of al l i tems of the account sha l l ar i se on l y  from 
the c l osure of the account .  

( 2 )  However , the cred itor of ei ther p arty ta the account may seek the 
p l acement of an attachment dur i n g  the operat ion  of the account on 
the cred i t  balaance of h i s  debtor at the t i me of p l ac i ng the 
attachmenta. 

I n  th i s even t ,  the pers on wi th whom the acco unt i s opened s ha  1 1  
prepare a prov i s i ona l  balaance of the account to show the 
d i strai nee ' s  pos i t i on at the t ime of p l ac i ng the attachment .  

( 4 )  Where i t  i s  agreed to b ar the d i s trai nee from d i spos i ng of h i s  
cred i t  ba laance duri n g  the opera t i o n  of the account , the 
attachment  shal l be p l aced on ly wi th regard to the f i n a l  b a l aance 
wh ich  appears to be i n  h i s  faveur on the c l osure of the account . 

Art i c l e  347 

( 1 )  Where one of the part i es to the account d i es , no l i ab i l i ty sha l l 
be brought aga i n s t  the group of cred i tors i n  terms of any 
mortgage that has been dec i ded on the propert i es thereof after 
the date f i xed by the Court for suspend i ng  payment for secur i ty 
of a debt owed by the probab l e  b al ance to the extent of the deb i t  
b a l ance .  

( 2 )  Legal act i on may be  brought agai nst  the  group of  cred i tors wi th 
respect to the mortgage in re l at i on  to the d i fference , i f  any, 
between the amount of the deb i t  ba laance exias t i n g  at the t i me of 
determi n i  ng the mort gage and the amount of the balaance at the 
t i me of c l o s i ng the account , u n l es s  i t  i s  proved that the 
contract i ng party was aware at the t i me of dec i d i n g  the mortgage 
that the debtor ceased to make payrnent .  

Art i c l e  348 

( 1 )  Where the proceeds of di scount i n g  a commerc i al paper i n  the 
current account but the valaue thereof i s  not pa i d  on the date of 
maturi ty the persan d i scount i ng the b i l l  may cancel the entry by 
a counter entry, even though the presenter has been dec l ared 
bankrup t .  

( 2 )  A counter entry means entry of a sum equal to the va l ue  o f  the 
commerc i al paper p l us l egal i nterest from the date of maturity 
and expenses deb i ted to the current accoun t .  
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( 3 )  No counter entry may be made except wi th regard to such 
commerc ia l  papers as have not been pa i d  on the i r  maturi ty dates , 
and any agreement to the contrary sha l l be nu l l  and vo i d .  

Art i c l e  349 

( 1 ) Legal act ion regard ing  the correct i on of the account because of 
error. s ,  omi ss ions  from or repet i t i ons  of the entry or other 
correct i ons shal l not be admias s i b l e  after the l apse of one year 
from the date of rec e i v i ng the statement of account re l at i ng to 
the l i qu i dat i on ,  wh ich  shal l be  sent by reg i stered mai l 
accompan i ed by a del i very not e .  

( 2 }  I n  a l l cases a l egal  act ion  regard i ng  a current account s ha l l  
prescri be after the l apse of f ive years , wh i ch shal l commence 
from the  date of  c l os i n g  the account . 

PART FOUR 

COMMERCIAL PAPERS 

CHAPTER ONE 

B ILLS OF EXCHANGE 

Sect i on One : Creat ion  of B i l l s  of Exchange : 

Art i c l e  350 

A b i l l  of exchange sha l l conta in  the fol l ow i ng part i c u l ars : 

1 .  The term b i l l  of exchange wri tten i n  the text of the i n s trument 
in the l anguage i n  wh i c h  it i s  wri tten . 

2 .  An uncond i t i onal  order to payaa cert a i n  sum of money. 

3 .  the name of the ob l i ger , i . e . the draweea. 

4 .  The name of the persan to whom or t o  whose order payrnent s h a l l be  
made ( the benefi c i ary } . 

5 .  The p l ace of paymenta. 

6 .  Date of maturity .  

7 .  Date of mak ing the b i l l  of exchange and p l ace thereof . 

8 .  Si gnature of the maker , i . e .  of  the drawer . 
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Art i c l e  351 

A b i l l  of exchange wh i ch does not conta i n  any one of the p art i c u l aars 
deta i l ed i n  the preced i ng Art i c l e  shal l not be deemed as a b i l l  of 
exchange , except i n  the folalowing cases : 

( 1 )  If the date of maturi ty i s  not stated there i n ,  the b i l l  of 
exchange shal l be  deemed to be  payab l e  at s i ghta. 

{ 2 )  I f  the p l ace of payinent or the domi c i l e of the drawee i s  not 
stated there i n ,  the p l ace stated next to the draweea1 s name sha l l  
be  deemed as the p l ace of payinent and al so the drawee ' s  domi c i l e .  
A b i l l of exchange shal l be payab l e  at the drawee ' s  domi c i l e  i f  
n o  other p l ace has been sti pu l ated .  

( 3 )  I f  the p l ace of mak ing  the b i l l  i s  not stated , it sha l l be deemed 
to have been made at the p l ace i n d i c ated next to the name of the 
drawera. 

Art i c l e  352 

( 1 )  A b i l l  of exchange may be drawn to the order of the drawer 
h imse l f .  

( 2 )  It may b e  drawn on the drawer .  

( 3 )  It may be drawn for the account of a th i rd party. 

Art i c l e  353 

( 1 )  A drawer of a b i l l  of exchange payab l e  at s i ght or after a per i od 
of t i me from the date of s i ght may set down the cond i t i o n  for 
payinent of i nterest i n  respect of the aforesa i d  sum. 

( 2 )  The s t i p u l at i on  for payinent of i nterest i n  other types of b i l l s  
of exchange sha l l be nu l l  and voi d .  

( 3 )  The rate of i nterest sha l l b e  shown i n  the b i l l  of exchang e .  
However , i f  the rate of i nterest i s  not stated , the sti p u l at i on 
shal l be  deemed nu l l  and voi d .  

( 4 )  In the absence of any other date , the ca  l eu l at i o n  of i nteres t 
shal l run from the date of mak ing the b i l l  of exchange .  

Art i c l e  354 

(1)  When the amount of a b i l  1 of exch ange i s expres sed in word s and 
a l so in f i gures , and if there is a d i screpancy between the two , 
the sum denoted i n  words shal l be the payabl e  amounta. 
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( 2 )  Where the sum i s  expressed several  t imes in words and al so i n  
f i gures , and i f  there i s  a d i screpancy between them, the l esser 
amount denoted sha l l be payab l e .  

Art i c l e  355 

The ob l i gations of l egal l y  i ncompetent persans who are not traders and 
of persans l ac k i ng l egal cap ac i ty ar i s i ng out of subscr i b i ng  the i r  
s i gnatures on a b i l  1 of exchange as drawer s ,  endorsers , acceptor s ,  
accommodat ion  part i e s  or i n  any other capac i ty sha l l be n u l l  and vo i d  
with regard to themse l ves on ly .  They may i nvoke such nu l l i ty aga i nst 
any hol der of such b i l l  of exchange . 

Artic l e  356 

Where one of the s i gnatures subscribed on  a b i l l  of exchange is that 
of a person who has no capac i ty to incur l i ab i l ity, or where the 
s i gnat ure does not , on any ground ,  b i n d  the s i gn atory thereof or the 
persons purported to have si gned i t ,  the 1 i ab il it i es of the other 
s i gnatories shal l neverthe less  be val i d  

Artic l e  357 

( 1 )  The capac i ty of the obl igor under the b i l l of exchange i s  
determi ned accord ing  to the l aw of his  country .  Shou l d  such l aw 
make ref erence to the l aw of another country, the 1 atter l aw 
s ha l l  be app l i cab l e .  

( 2 )  The ob l i gat i on of a persan , who u nder the l aw of h i s  country 
l acks  l egal capacity, shal l neverthelaess be hel d v a l i d  i f  he has 
s ubscribed his s i gnature in  the territory of aa state under whose 
l aws he is deemed to have fu l l  l egal capacity. 

Art i c l e  358 

( 1 ) A persan who without author ity s igns  a b i l l of exchange on beha l f 
of another shal l be persona l ly  l i ab l e  thereunder . When he 
d i scharges the sa id  l i ab i l i ty, the ri ghts wh i ch wou l d  have 
devo laved to the persan on whose beh a l f  he purported to have acted 
shal l devo l ve to h im .  

( 2 )  The forego i ng prov i s ion sha l l  a lso  app ly  to  a persan who acts 
u l tra v i res .  

Art i c l e  359 

( 1 )  A drawer of a b i l l of exchange sha l l guarantee the acceptance and 
payment thereof .  
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( 2 )  The drawer may st i pu l ate to 
acceptancea; and every condition 
payrnent sha l l  be nual l  and voida. 

be 
exe

relaieved 
mpting him 

of 
of 

guaranteeing 
guaranteeing  

Section Two : Endorsement : 

Artic l e  360 

( 1 )  A bi l l of exchange is negotiab l e  by endorsement even when it does 
not contain an expres s  stipulaation that it is drawn ' to ordera1 • 

( 2 )  A b i l l of exchange is  not negotiabl e  when the drawer stip u l ates 
therein that it is not ' to ordera1 or any othe r  phrase purporting 
the same meaning , save in accordance with the provisions  
governing the transfer of  a right and  the ens u ing  effects 
thereof . 

( 3 )  Endor sement may be made to the drawee regard l e s  s of whether he 
accepted the bil l of exch ange or not . Endor s ement may a 1 s o  be 
made to the drawer or to any other ob l i  gor . A 1 1  the above 
persans may re-endorse the bi l l of exchange .  

Artic l e  361 

( 1 )  Without prejudice to the prov 1 s 1 0n s  of Artic l e  364, endorsement 
may not be subject to a condition , and every condition 
appl icab le  to the endorsement shal l be nu l l  and void .  

( 2 )  A partial endorsement shal l be i l l egala. 

( 3 )  An endorsement for the bearer shal l be deemed as an endorsement 
in b l an k .  

Artic l e  362 

An endorsement shal l be written on the bi l l  of exchange itse l f  or on a 
piece of paper attached thereto and be s igned by the endorser . It i s  
permitted that the endorsement shal  l not contain the name of the 
beneficiary . An endorsement may a l so be by the endorser ' s  signat ure 
( b l ank endorsement ) ,  in which case it shal l be written on the back of 
the bil l of exchange or on the attached piece of paper .  

Articale  363 

( 1 )  An endorsement sha l l carry a l l the rights ari sing  from a b i l l of 
exchangea. 
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(2) In case of a b l ank endorsement, the holder may: 

(a) fill in the blank by writing his name or another persona' s  
name. 

(b) re-endorse the bill of exchange in blank or to another 
person. 

(c) deliver the bill of exchange to another persan without 
filling in the blanks and without endorsing it 

Article 364 

(1) Unless otherwise provideda , the endorser shall be held liable for 
the acceptance and payment of a bill of exchange. 

(2) The endorser may prohibit its re-endorsement , in which case he 
shall not be liable to any person holding the bill of exchange by 
subsequent endorsement. 

Article 365 

( 1 )  The possessor of a bi 1 1  of exchange shal 1 be deemed to be its 
l awf u 1 ho 1 der when he proves th at he i s ent i t 1 ed thereto by 
successive endorsementsa, even when the last was a 1 blank 
endorsement 1 A I crossed endorsement I sha 1 1  be nu 11 and voi d in • 

thi s regard. When the b l ank endorsement i s fo 11 owed by another 
endorsement , the signatory on this last endorsement sha1 1 be 
deemed to be the persan to whom the right to the bill of exchange 
has passed by blank endorsement. 

(2) If a persan lases possession of a bill of exchange the holder 
shall not be bound to surrender it if he praves his right thereto 
in accordance with the preceding Paragraph unless he has acquired 
it in bad faith or has committed a gross fault to acquire it. 

Article 366 

Without prejudice to the prov1s1ons of Article 355 , the debtor who is 
sued for a bill of exchange may not plead with any defence against the 
holder on his personal relationship with the drawer or prior holders 
unless the hol der ' s  intention at the time of acquiring the bill of 
exchange was ta cause damage to the debtor. 
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1 ( 1 )  Where the endorsement stipulates 1 value for collectione , • va l ue 
for receipte1 , ' by procuration '  or any similar expression 
indicating del e gation of powers, the holder may exercise all the  
rights arising from the bill of exchange but may not endorse i t  
excepteas an agent. 

(2) In such case the obligors may not p l ead against the holder except 
with the defences that may be pleaded against the endorser. 

(3)  The procuration indicated in the endorsement ' by procurat i o n e' 
shall not lapse except by the death of the principal or placement 
of an attachment thereupon. 

Article  368 

( 1 )  Where the endorsement contains the expression ' value for 
securitye',  1 value is a pledgee' or any similar expression 
indicati ng a mortgage, the holder of a bill of exchange may 
exercise all the rights arising from the sai d  bill of exchange. 
If he endorses it, the endorsement sh a 11 be deemed as made by 
procuration. 

(2) The obligors under the bill of exchange may not bring against the 
hol der a defence based on thei r personal rel ationship with the 
endorser, save when at the time of acquiring the bill the holder 
intended to cause damage to the debtor. 

Article 369 

( 1 )  An endorsement that i s subsequent to the date of maturity shall 
have the effects of an endorsement previous thereto. Meanwhile, 
an endorsement subsequent to pl eading for non-payment or 
occurring after the expiry of the legal ly prescri bed period for 
the protest shall  on l y  have the effects of the transfer of 
rights. 

(2) An undated endorsement shall be presumed to have taken place 
before the expiry of the time limit specified for makin g  the 
protest unless the opposite is proved. 

Article 370 

An endorsement may not be predated. A predated endorsement shall be 
deemed to be a forgery. 
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Secti on Three Consideration for P ayment :  

Article  371 

The drawer of a b i 11 of exchange or he for whose account a b i 11 of 
exchange is drawn shal l make availaable with the drawee sufficient 
funds to pay the valaue thereof. However, a person who has drawn for 
the account of another shall not be exonerated from personal l iability 
towards its endorsees and holders and no others. 

Article 372 

Provision for payment is deemed to be availaable when, on the maturity 
date of the bil l of exchange, the drawee is indebted to the drawer or 
to the pers on who ordered the drawi ng of the bi 11 of exchange in a 
certain specified sum of money payable and at least equal to the sum 
of the bill of exchange. 

Article 373 

(1) The acceptance of a bil l of exchange presupposes the avail ability 
with the acceptor of provision for payment. The contrary to the 
above presupposaition may not be proved in the relaationship of the 
drawee with the holder. 

(2) In case of denial , regard less of whether or not the bill of 
exchange has been accepted, the □nus of proof rests solely with 
the drawer that he had with the drawee on the date of maturity of 
the bilal of exchange sufficient funds to pay its valaue. If he 
fails to do so, he shal l be l iable  for payment, even when he 
protested after the prescribed time l imit. When the drawer proves 
that the provision was and remained avail abl e  until the time 
l imit for the protest, he shall be discharged of l iability to the 
extent of such provision, save where it had been used for his 
benefit. 

Article 374 

(1) Title to the consideration for payment passes by operation of the 
l aw to the consecutive ho1aders of the bill of exchange. 

(2) Where the consideration is less than the amount of the bil l of 
exchange, the ho1der is vested with the same rights with regard 
to the shortfal l as those vested in him with regard to the entire 
consideration. This provision applaies where the consideration 
for payment is a debt,asubject to a chose in action, is uncertain 
or is not payable on the maturity date of the bil l of exchange. 
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Artic le  375 

The drawer shall, even when protesting after the statutory t ime limit, 
deliver ta the holder of the bill of exchange the documents which 
enable him to receive the consideration for payment. If the drawer is 
declaared bankrupt, the receiver shall do so. All expenses i ncurred 
shall be for the account of the holder of the bill of exchange in all 
casesa. 

Article 376 

When the drawer is declared bankrupt , even before the maturity date of 
the bill of exchange, the ho l der shall to the exclusion of the 
drawera1 s other creditors receive h is  rights from the payment 
consideration which was validly made with the drawer. 

Article 377 

(1) If the drawee is adjudicated bankrupt and the payment 
consideration was a debt due from him, it shall be included in the 
assets of the bankruptcy. 

(2) Where the drawee has in possession on behalf of the drawer goods, 
negotiable instruments , securities or such other properties which 
may be recovered under the bankruptcy provisions, and if sucii 
assets were destined expressly or implicitly for payment of the 
consideration of the bill of exchange, the holder shall have 
priority in receiving his right from the value thereof. 

Articl e  378 

(1) Where several bil ls  of exchange have been drawn on a consideration 
insuffic ient to accommodate all of them, regard shall be had to 
the order of the dates of their drawing for payment of the rights 
of several holders from the said consi derationa. The holder of the 
bill of exchange with a date preceding those of the other bill of 
exchange shall have priority over the others. 

(2) Where the bil 1 of exchange have been drawn on the same date, the 
bilal bearing the draweea' s  acceptance shall have priority. 

(3) Where none of the bills of exchange bears the drawee ' s  acceptance, 
priority shal l be for the bill for the payment of which the 
consideration was allocated. 

(4) Bills of exchange containing a proviso of non-acceptance shall 
rank last in the order of priority. 
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Section Four: Accepatance 

Artical e  379  

The holader or possesasor of a bil l of exchange may, up to the date of 
its maturity, present it to the drawee at his domici l e  for acceptance. 

Articlae 380 

(1) The drawer of a bil l of exchange may stipu l ate therein that it be 
presented for acceptance at a specified date or may not specify a 
date at a l al .  

(2) The drawer may stipu l ate that it shaal l  not be presented for 
acceptancea. However, this condition may not be stipulated if the 
bil l of exchange is payable by a persan other than the drawee or 
at another p l ace other than the domici le  of the drawee or if the 
bill of exchange was payable after a specified date after sighta. 

(3) The drawer may further stipulate that it shall not be presented 
for payrnent before a stated date. 

(4) Every endorser may stipu l ate that it be presented for acceptance 
on a specified date and may not specify a date, save when the 
drawer has stipul ated that it must not be presented for payrnent. 

Article 381 

(1) A bil l of exchange which is due for payrnent on a certain specif ied 
date after sight sha l l be presented for acceptance within one year 
from its date. 

(2) The drawer and every endorser may reduce or extend this period. 

Articale 382 

( 1 )  A drawee may require that the bi 11 of exchange be presented a 
second time for acceptance on the day folalowing the first 
presentment. An a l l aegation by intereasted persans that such demand 
was rejected sha l l not be entertained in defence unaless such 
demand is specifical l y mentioned in the protest. 

( 2) The ho l der of a b i 1 1  of exchange presented for acceptance sha 1 1  
not be bound to surrender and de l iver it to the drawee. 
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Artic l e  383 

(1) The acceptance shall be wriatten an the bill of exchange indicated 
by the word 11 accepted II or any other expression conveyi ng the s ame 
meaning and be signed by the drawee. The mere subscribing of the 
drawee ' s  signature on the face of the b ill of exchange shal l be 
deemed as an acceptance. 

(2) Where the bill of exchange is due for payrnent after a certain 
speci fi ed period from si ght or must be presented for acceptance 
according ta a specific condition within a specified time limit 
the date of acceptance shall be stated on the same day of 
acceptance unless the holder requires that the date of acceptance 
shoul d be shown on the day that the instrument was presented. When 
the date of acceptance i s not stated the hol der may in order to 
safeguard h i s  rights of recourse against the endorsers and the 
drawer prove such lack of dating by a protest in due course. 

Article 384 

( 1 )  The acceptance shal l be unconditiona l .  However, the drawee may 
restrict his acceptance ta part of the value of the bill of 
exchange. 

(2) When the form of acceptance contiins a change in any of the other 
particulars of the instrument, it shall be deemed to be a refusal 
of acceptance. Nevertheless , the acceptor remains bound by the 
terms of his acceptance. 

Article 385 

( 1 )  Where the drawee stipu lates on the bil 1 of exchange a place for 
payment other than the draweea' s  domicile without naming the persan 
ta whom payment should  be made, the drawee wha sign i fies his 
acceptance may specify the place of payment. When he fails to do 
so the acceptor drawee shall  be deemed to be bound ta pay in the 
stipulated place of payrnent. 

( 2) When the b i 11 of exchange i s due for payment at the drawee I s 
domicile, he may stipu l ate in the form of acceptance an address of 
the place where payment shall be effected. 

Articale  386 

( 1 )  The drawee who accepts the bill of exchange sha l l  be liable for 
payrnent of the valaue thereof on the date of maturity. 

(2) Where payment is not made, the hol der , even though he is the 
drawer , may commence direct l egal action arising from the bil l of 
exchange against the drawee/acceptor claiming recovery of all 
amounts which are recoverable under Artic les 415 and 416 hereof. 
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Art i c l e  387 

( 1 )  When the drawee strikes out the acceptance he ha s  expressed on the 
b i l l of exchange before return i ng it , such del etion shal l be 
deemed as non-acceptance .  Un l ess the contrary is  proved , the 
de l etion shal l be deemed to have taken p l ace before returning the 
b i l al of exchange.  

( 2 )  Howevera, the drawee who serves 
other signatory of h i s  acc
acceptance towards them. 
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Section Fivea: Standby Guaranteea: 

Artic l e  388 

( 1 )  Payment of a b i l l of exchange may be guarantees i n  who l e  or i n  
part by a standby guarantor. 

( 2 )  The guarantee sha l l  be given by any persan even though he is  one 
of the persons signatories to the bi l l of exchange . 

Artic l e  389 

( 1 )  The standby guarantee shal l be indicated on the bi l l of exchange 
itsel f  or on an attached piece of paper . 

( 2 )  Th i s  guarantee shal l be indicated by the words 11Accepted as a 
Standby Guarantora11 or any other words to thi s  effect and signed by 
the guarantora. 

( 3 )  Such guarantee shal l be acquired from the signature by the 
guarantor on the face of the bi l l of exchange , u n l ess  such 
s i gnature is  s ubscribed by the drawee or the drawera. 

( 4 )  There sha l l be mentioned in the guarantee the name of the 
guaranteed person , otherwise  the guarantee sha l l be deemed to have 
taken p l ace in favour of the drawera. 

Artic l e  390 

( 1 )  A standby guarantor sha l l be bound in the s ame manner whereby the 
guaranteed persan is bound .  

( 2 )  the ob l igation of  the standby guarantor sha l l be va l  id  even though 
the obl igation under which he is bound is inv a l id for any other 
reason than a defi c iency i n  terms of forma l itiesa. 



104 

(3) If a standby guarantor pays the amount of the bill of exchangea, 
the rights arising therefrom towards the guaranteed persan and 
towards every obliger under the bill of exchange against the said 
guaranteed persan shall pass to the standby guarantor. 

Article 391 

( 1 )  The standby guarantee may be given on a separate piece of paper 
showing the p lace where it has taken place. 

(2) The standby guarantor who has given the guarantee on a separate 
piece of paper shall only be under obligation towards the person 
to whom the guarantee has been given. 

Section Six: Maturitya: 

Article 392 

(1) A bill of exchange may be made payable in any of the following 
forms: 

(a) at sight. 

(b ) following a certain specified period after sight. 

(c) after the elapse of a certain specified period from the date 
of making the bill of exchange. 

(d ) on a certain specified date. 

(2) A bill of exchange which stipulates other or successive dates of 
maturity shall be null and void. 

Article 393 

(1 )  A bill of exchange which is due for payrnent at sight shall be 
paid on presentment and shall be presented for payrnent within one 
year of its date. The drawer may reduce or extend the said time 
limit, while the endorsers may reduce it only. 

(2) The drawer may stipulate that a bill of exchange due for payment 
at sight shall not be presented before the expiry of a certain 
specified term, in which case the time for presentment is 
calculated from the date on which the time limit begins to run. 
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Artai c l e  394 

( 1 )  The date on wh i ch a bil l of exchange payab l e  at a f i xed period 
after s i ght fal l s  due begins to run from the date of acceptance 
or from the date of protes t i n g .  

( 2 )  When the b i 1 1  of exchange i s not protes ted , the undated 
acceptance sha l l be deemed towards the accepter to have taken 
p l ace on the l ast  date stipulaated for acceptance according to 
Art i c l e  381 hereof .  

Artic l e  395 

( 1 )  Where a b i l l of exchange i s  payabl e  one or more months  after the 
date  of mak ing it or after s ight , it sha·l l fa l l due on the 
corresponding date of the month during which it mu st  be pai d .  I n  
the absence of a corresponding date i n  the month  during wh i ch the  
bi l l must be paid ,  it  sha l l fal l  due on  the  l ast  day of s uch  
montha. 

( 2 )  Where a b i l l of exchange i s  drawn for payment after one and a 
h a l f  months  or after several months  and a h a l f  month from the  
date  of  making it  or  from the date  of sigh t ,  the c a l c u l aation 
sha l l be  made in terms of comp l ete monthsa. 

( 3 }  Where the maturity of a b i l l  of exchange i s  stipu laated as being 
the beg i nning ,  midd l e  or end of the month , it  sha l l mean the  
firs t ,  f i fteenth or  l ast  day of such  month . 

( 4 )  The expression ' e  i ght daysa' or I f ifteen days ' does not mean one 
or two weeks respect i vely,  but sha l l actual ly  be e i ght  or fifteen 
days . 

( 5 )  The expres sion ' h a l f  a montha' sha l l mean fifteen days . 

Artic l e  396 

( l }  Where a b i l l  of exchange is  due for payment  on a certain 
specified date in  a p l ace where the ca l endar is  d i fferent from 
that of the p l ace of issue ,  the date of maturity sha l l be 
determined according to the ca laendar of the p l ace where p ayrnent 
i s  to be  made . 

( 2 )  Where a bi l l of exchan ge is  drawn between two p l aces having  
d i fferent ca l endars and i s  made payab l e  after a c ertain period of 
time of its date , the date of issue  shal l be adj u sted to the 
corresponding day of the cal endar of the  p l ace of payment and the 
date of maturity shal l be determined according l y .  

( 3 )  The date of presentment of the b i l l  of exchange shal l b e  
determi ned accord ing t o  the foregoing Paragraph , 
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(4 ) the foregoing rules sha ll  not appaly  when it appears from a 
stipulation in, or the particulars of, the bill of exchange that 
different provisions shoul d be applied. 

Section Seven: Payment : 

Article 397 

( 1 )  The hol der of a bill of exchange due for payment on a certain 
date and after a certain period from the date of making it or 
from the date of sighta, shall present it for payment on the date 
of maturity. 

(2) Presentment of a bill of exchange to any of the legally 
recognised clearing houses shall be tantamount to presentment for 
paymenta. 

Article 398 

( 1 )  When a drawee pays off the bill of exchange, he may require the 
holader to surrender it with a discharge thereon duly signed . 

(2) The holader may not refuse partial payrnent. 

(3) In case of partial payment, the drawee may require such payment 
to be entered on the bill itself and a rece i pt for the sum be 
issueda. 

(4) The drawer,aendorsers and other obligors under a bill of exchange 
shall be discharged of liability to the extent of the amount 
actually paid from the original value thereofa. The holder shall 
make a protest in respect of the remaining unpaid amounta. 

Article 399 

( 1 )  A holder of a bil l of exchange shall not be obliged to receive 
its value prior to maturity. 

(2) Where the drawee pays the value of a bill of exchange 
prematurely, he shall bear the relevant consequencesa. 

(3) A persan who pays a bill of exchange without a valid objection is 
discharged of liability thereon, unlaess he has committed an act 
of fraud or gross error. He shall satisfy himself  of the 
regularity of the sequence of endorsements but is not bound to 
verify the authenticity of the signatures of the endorsersa. 
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( 1 )  Where the bil l of exchange stipulates payment in a currency not 
in circulation in Bahrain, it shall be paid in the currency in 
circulation therein according to the rate of exchange prevailing 
on the date of maturi ty .  If payment is not made on the date of 
maturity, the holder shal l have the option to claim the amount of 
the bill converted into the currency circulated in Bahrain, 
calaculated at the rate of exchange prevailing on the date of 
maturity or on that of payment. 

(2) For the conversion of foreign currencies, there shalal be fol l owed 
the rate of exchange fixed by the Bahrain Monetary Agency or the 
prevailing market rate if it is  not fixed by the BMA. 
Nevertheless, the drawer may indicate on the bill of exchange the 
rate of exchange to be adopted when calculating the amount 
payable. 

( 3) Where the amount of the bill of exchange i s determi ned in a 
domination of a currency commonly prevailing in a number of 
countries but the value thereof differs in the country of issue 
from that of the country of payment, it will be taken to mean the 
currency of the country of payment . 

Article 401 

(1) If the bill of exchange is not presented for payment on the date 
of maturity, every debtor thereunder may deposit the amount 
thereof with the Court Treasury and the deposit shal l be for the 
account of the holader and at his risk. 

(2) The Court Clerks Oepartment sha1a1 deliver to the depositor a 
document evidencing the deposit of the amount , value thereof , 
date of the bill of exchange, date of maturity and the name of 
the persan in whose favour it was origina1 1 y  made. 

(3) Where the holader demands the debtor ta make payment, the debtor 
sha 1 1  de 1 i ver the depos it  document in cons i derat ion of tak i ng 
receipt of the bil l of exchange with an indicatf on thereupon of 
the occurrence of payment by virtue of the deposit document that 
he has received bearing the signature of the holder. The holder 
shal l receive the amount from the Court Clerks Department 
accordfng to this document. If the debtor fails to surrender the 
deposit document to the holader, he shall pay the value of the 
bil l of the exchange thereto. 

Article 402 

The payment of a bil l  of exchange may not be opposed except when it is 
l ost, or the holder is adjudged bankrupt. 



108 

Article 403 

Where a non-accepted bil l of exchange which is drawn in a set is l ost, 
the person entitlaed to its valaue may claim payment on the strength of 
one of its other parts. 

Article 404 

In case of loss of the part bearing the acceptance of a bi 11 of 
exchange drawn in a set, payment of the valaue thereof may not be 
cl aimed pursuant to any of its other parts save accord i ng to an order 
of the President of the High Civil Court or one of the Puisne Justices 
designated for this purpose , provided that he shalal prove the 
ownership thereof and provi de a guarantee. 

Article  405 

A persan who has l ost an accepted or unaccepted bi 1 1  of exchange but 
has not been able to produce one of the other copies thereof, may seek 
the issue of an order from the President of the High Civil Court or a 
Puisne Justice designated for this purpose for payment thereof 
provided that he shal l prove the ownership thereof and provide a 
guarantee. 

Article 406 

( 1 )  In case of refus al to pay the val ue of a lost b i  11  of exchange 
after claiming payrnent in conformity with the preceding two 
Articles, the owner shal l ,  in order to safeguard his rights, 
prove the refusal to pay by making a protest document on the day 
follaowing the date of maturity and shal l serve it upon the drawer 
and endorsers in the manner and on the dates specified in Article 
412. 

(2) The making and service of the protest is essential with in  the 
time l imit specified in the preceding paragraph even though it is 
not feasible to seek the issue of an order of the President of 
the Court or the Puisne Justice desiagnated for this purpose by 
the said Court President at the appropriate time. 

Article  407 

(1) The owner of a l ost bill of exchange may obtain a copy thereof by 
referring to his preceding endorser, who shall be bound to assist 
him and allaow him to use his name in referring the previ ous 
endorser and so on up to the drawer. 

(2) Every endorser shal l  write his endorsement on the copy of the 
bill of exchange del ivered by the drawer after noting that it is 
a replaacement instead of the l ost one. 
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(3 ) Claiming payment on the strength of such copy may only be made 
pursuant to an order of the President of the High Civil Court or 
the Puisne Justice designated for this purpose, provided that a 
guarantee shall be provided . 

(4) Al l expenses shal l be borne by the owner of the lost bi 11 of 
exchange. 

Article 408 

Payment on the date of maturity pursuant to an order from . the 
President of the High Civil Court or a Puisne Justice designated for 
this purpose in the events referred to in the preceding Articles shall 
discharge the debtor of liabiality. 

Article 409 

The liability of the person who presents the bill of exchange provided 
for in Article 404, 405 and 406 shall lapse after three years if no 
claim or demand has been filed. 

Section Eight: Recourse: 

Article 410 

(1) A holder of the bill of exchange shall have the right upon 
payment of the amount thereof on the maturity date to have 
recourse against the endorsers, the drawer and other obligors 
thereof. 

(2) The holder of a bill of exchange may have recourse before the 
date of maturity in the following events: 

(a) total or partial non-acceptance. 

(b) when the drawee is adjudged bankrupt whether he has accepted 
the bill or not, or when he ceases to make payinent even when 
the cessaation is 
attachment on his 

not proved by 
properties. 

a judgement or placing an 

(c) declaring 
exchange. 

the bankruptcy of the drawer of the bill of 

Where recourse is exercised against the 
Paragraphs (b and c) above, they may within 

guarantors 
three days 

according to 
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of the recourse file an application with the President of the High 
Civil Court or one of the Puisne Justices of the Court designated for 
this purpose for being granted a grace period ta make payment. Where 
the Court President considers the applaication justifiable he shal 1 
determine in  his order · the period of grace. Such order may not be 
contested. 
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Article 411 

(1) Refusal of acceptance or payment of the bill of exchange shal l be 
proved by protest for non-acceptance or protest for non-payment. 

(2) A non-acceptance protest shal l be made within the time l imits set 
down for presentment of the bill of exchange for acceptance. When 
the first presentment for acceptance in accordance with Article 
381 (1) fal l s  on the l ast day of the said time l imit, the protest 
may be made on the foll owing day. 

(3) The protest for non-payment of the bill of exchange payable on a 
certain date or after a certain period from the date of making it 
or from the date of sight on one of the two business days 
folalowing the date of maturity. If the bill of exchange is 
payable at sight, the protest for non-payment shal l be made 
accord ing to the terms and conditions set forth in the preceding 
Article with respect to protest for non-acceptance. 

(4) The non-acceptance protest shall replace the need for presentment 
of the bil l of exchange for payment and for mak ing the non
payment protest.  

( 5)  Where the drawee suspends payment whether he has accepted the 
bill of exchange or not and where an unsuccessful attachment is 
pl aced on his properties, the holader of the bil l of exchange may 
not have recourse agai nst the guarantors until he has presented 
the bi 11 of exchange to the drawee for payment and after he has 
made a non-payment protesta. 

( 6) Where the drawee i s adjudged bankrupt, whether he has accepted 
the bi 11 of exchange or not and where the drawer of a bi 11 of 
exchange st i pu 1 at i ng non-presentment for acceptance i s adj udged 
bankrupt, presentment of the bankruptcy judgement perase shal l be 
sufficient ground for the holder to exercise his riaghts of 
recourse agaianst the guarantors. 

Article 412 

(1) The holader of a bil l of exchange shal l notify his endorser and 
its drawer of the non-acceptance or non-payment within the 
fol l owing four business days after the protest or the date of 
presentment for acceptance or payment if it incl udes the 
condition of recourse without costa. Each endorser shal l ,  within 
the two business days folalowing the receipt of the notice, notify 
his endorser that he has received such notice, indicating thereto 
the names and addresses of the previous notifiers and so on from 
one endorser to another up to the drawer. 

The time limit for each endorser shal l run from the date of his 
receipt of the notice. 
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( 2 )  Where a s i gnatory of the b i l l  of exchange i s  served wi th a not i ce 
as aforesai d ,  such not i ce shal l a laso be served to h i s  standby 
guarantor wi t h i n  the s a i d  t irne l im i t .  

( 3 )  Where any of the s i gnator i e s  of the b i l l  of e xchange fa i l ed to 
state h i s  address or wrote it i l l eg i b ly ,  not i ce sha l l be 
suff i c i ent when made on h i s  preced i ng endorser . 

( 4 )  A party who i s  requi red to serve such not ice  s h a l l do so i n  any 
manner , even by return i ng the b i l l  i tse l f .  

( 5 )  He sha l l  prove that serv i ce of the not i ce was made w ith  i n  the 
prescri bed t i me l i mi t .  The sa id  t i me l im i t  i s  deemed to be 
observed when the not i ce i s  sent dur ing  the s a i d  per i o d .  

( 6 )  A party who i s  requi red to send not i ce shal  l not forfe i t  h i s  
r i ghts i f  h e  fai l s  to do s o  wi th i n  the aforesa i d  t i me l i mi t but 
sha l l  where necessary pay for the damages resu l t i ng from h i s  
negl i gence,  prov i d i ng  the amount o f  such damages does not exceed 
the amount of the b i l l  of exchange . 

Art i c l e  413 

( 1 )  The drawer ,  accepter, endorser and standby guarantor p arty to a 
b i 1 1  of exchange may exempt the ho l der of the b i 1 1  of exch ange 
from mak i ng a non-acceptance protest or non-payment p rotest upon 
exerc i s i ng h i s  r i ght to recourse ,  i f  he has wr i tten on the b i l l  
of exchange under h i s  s i gnat ure the cond i t i on of "recourse 
without costs"  or wi thout protest or any other expres s i on to th i s  
meanai n g .  

( 2 )  Th i s  con d i t i on sha l l not exempt the ho l der from present i ng the 
b i l l of exchange wi th i n  the prescr i bed dates nor from mak i n g  the 
necessary not i ces , and any persan who i nvokes towards the ho l der 
the non-comp l i ance  wi th these t i me l i m i t s  sha l l p rove i t .  

( 3 )  Where the drawer wr i tes th i s  cond i t i on i t s  effects sha l l be 
app l i cab l e  to al l the s i gnator i es .  However , if the cond i t i on i s  
made by an endorser or a standby guarantor , i t s  effects sha l l be  
so l el y  app l i cabl e  thereto . 

( 4 )  Where the drawer has made the cond i t i o n  and where the ho lader has 
made the protest i n  s p i te  of th i s  , h e  sha l l  be so l e ly  l i a b l e  for 
payrnent of the costs . Meanwh i l e ,  i f  the con d i t i on i s  made by an 
endorser or s tandby gu arantor recourse may be made aga i n  s t a 1 1  
the s i gnator i e s  wi th  respect ta the costs of protest i f  made . 
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( 1) The drawer, acceptor, endorser and standby guarantor of a bill of 
exchange are jointly l iable to the hol der who may c 1aim from 
them separately or jointly without regard for any order. 

( 2) A signatory of the bill of exchange or a persan who has paid its 
value may exercise this right against those liable to him. 

( 3) An action brought against any of the parties l iable shal l not bar 
action against the others, even when their liabilaity was 
subsequent to the party who is sued in the first instance. 

Article 415 

( 1) The holader of a bil l of exchange may claim the fol l owing from any 
persan against whom he has a right of recoursea: 

( a) the principal sum of a non- accepted or non-paid bil l of 
exchange, pl us interest, where there is a stipulation to 
that eff ect. 

( b) interest calaculated at the l egal rate from the date of 
maturity. 

( c) protest costs and notice costs as wel l as such other costs. 

( 2) Where recourse is made before the maturity date of the bi1 1 of 
exchange a sum of its value is deductible equivalaent to the rate 
of official discount on the date of recourse at the pl ace wherein 
l ies the holader's domicile. 

Article 416 

A persan who has paid the valaue of a bil l of exchange may cl aim from 
his guarantors: 

( 1) the entire amount he has paid. 

( 2) i nterest on the sum pa id cal eu 1 ated from the date of payment at 
the l egal rate. 

( 3) expenses incurred by him. 

Article 417 

( 1) A l iable party who by way of recourse is cal led upon or is l ikely 
to be called upon to pay a bil l of exchange may if he pays the 
sum thereof, demand that the bill , together with the protest and 
a receipt for the amount paid, be surrendered to him. 
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(2) An endorser who pays 
endorsement and the subs

the bilal 
equent endorasements. 

of exchange may delete his 

Articale 418 

Where recourase is made after a partial acceptance, the person who pays 
the unaccepted part of the amount of the bill of exchange may require 
the hol der thereof to make an entry to that effect on the bi 1 7  of 
exchange and to deliver to him a receipt. Furthermore, the holder 
shal1 deliver to him a certified true copy of the original bill of 
exchange and the protest to enable him to exercise his right of 
recourse against others for the amount paid by him. 

Article 419 

(1) Upon the expiry of the time limits set for performing the 
following acts, the holder of a bill of exchange shall forfeit 
his rights that arise from the bill with regard to the endorsers, 
drawer and other obligors, other than the accepter : 

(a) presentment of the bill of exchange due for payrnent on sight 
or after a period from sight. 

(b) making the non-acceptance or non-payrnent protest. 

(c) presentment of the bi 11 of exchange for payment in case of 
providing for recourse without costs. 

(2) The drawer shall not benefit from such forfeiture of his rights 
unless he proves that he had a consaideration for payrnent on the 
maturity date, in which case the only recourse open to the holder 
shall be against the drawee. 

(3) When the bill of exchange is not presented for acceptance on the 
date stipulated by the drawer, the holder shall forfeit his right 
of recourse on the ground of non-acceptance and non-payrnent , 
unless it is established from the condition indicated that the 
drawer only had the intention of relieving himsel f of 
accommodating acceptance. 

(4) Where the endoraser stiapulates in his endorsement a date for 
presentment of the bi 1 1  for acceptance, he shal l be the sole 
beneficiary of such stipulation. 

Article 420 

(1) Where due to a force majeure a bill of exchange is not presented 
or protested within the prescribed time limits, they shall be 
extended. 
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( 2 )  The holder of  a bill of  exchange shall promptly serve notice on 
his endorser of the force majeure. Such notice dated and signed 
by him shall be written on the bill of exchange or on the 
attached p iece of paper and shall be served by each endorser to 
his preceding endorser up to the drawer according to Article 422. 

( 3) Upon the cessation of the force majeure the holder of the bill of 
exchange shall promptly present it for acceptance or payment and 
when necessary protest it. 

( 4 )  Where the force majeure continues for more than thirty days 
calculated from the date of maturity, recourse may be made 
against the obligors without the need for presentment of or 
protesting the bill. 

( 5) When the bill of exchange falls due on sight or at a time after 
sight, the thirty day time limit begins to run from the date on 
which the holder serves notice of the force majeure on his 
endorser, even when the said date falls before the expiry of the 
time limits set for presentment of the bill of exchange. The 
sight period shall be added to the thirty day time limit when the 
bill matures for payment after a certain period from sight. 

( 6) Matters related to the persan of the holder of the bill of 
exchange or to any persan delegated to present the bill of 
exchange shall not be deemed as a force majeure. 

Article 421 

The holder of a bill of exchange which is subject ta a non-payment 
protest may seek the placement of a precautionary attachment without 
the need for prov i ding a surety on the propert i es of the drawer, 
acceptor, endorser or standby guarantor or such other obligors under 
the bill of exchange subject to compliance with the provisions laid 
down in the Civil and Commercial Procedures Act, as amended. 

Article 422 

(1) Unless otherwise provided, any persan having a right of recourse 
against other obligors under the bill of exchange shall recover 
his dues by drawing a fresh bill of exchange on one of his 
accommodating parties which shall fall due for payment on sight 
at the domicile of such accommodating party. 

( 2) The sum of a recourse bill of exchange shall cavera. the amounts 
mentioned in Articles 415 and 416 in addition to any commissions 
and the legally prescribed fees. 
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{3) When the drawer of a recourse bill of exchange is himse1af the 
holder, its arnount shall be determined on the same basis as that 
adopted in fixing the value of the sight bill of exchange drawn 
from the place where the origianal bill of exchange was payable at 
the pl ace where the accommodation party is situated. 

( 4) Where the drawer of a recourse b i 11 of exch ange 
its amount shall be determined on the same basis 

i s 
as 

an endorser, 
that used in 

fixing the value of a sight b ill of exchange drawn from the pl ace 
wherein is situated the drawera' s  domicile on the place wherein is 
situated the domicile of the accommodation party. 

(5)  In case of plurality of a recourse bill of exchange, the 
or any endorser of the original bill may not be required 
more than the pri ce of one bill of recourse only. 

drawer 
to pay 

Section Nine : Intervention 

General Provisions 

Article 423 

First: General Provisions: 

Article 423 

(1) The drawer, endorser and accommodation party of a bill of 
exchange, may name a persan to intervene, accept or pay the b i l l  
, when necessary. 

( 2 )  A b ill of exchange may be accepted or paid by a person who 
intervenes for the benefit of any part liable thereunder who may 
be the subject of recourse. 

(3 ) Intervention may take place by a third party, the drawee who 
refused acceptance of the bill of exchange or any party l iable 
thereunder, but i t may not be by a drawee who has accepted the 
bi 11. 

(4) The party who intervenes shall within the following two business 
days after the intervention notify the persan for whose benefit 
he has intervened, otherwise he shall be hel d liable for d amages, 
if necessary, for the consequences of his negligence, provided 
that the amount of the damages shall not exceed the amount of the 
bill of exchange. 
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Second : Acceptance by I nterventiona: 

Artiac l e  424 

{ 1 )  Acceptance by i nterventaion sha  1 1  take pl ace i n  a 1 1  cases where 
the holader of an acceptab l e  b ial l  of exchange has a r i ght of 
recourse pr ior to the date of maturity.  

{ 2 )  Where the b i 1 1  of  exchange names an  accepter or  payer where 
necessaary of the v al ue thereof at the p l ace of its p ayrnent, the 
holader may not , pr i or to maturity, have recourse e ither aga i n st 
the party who has made the nomi nation  nor h i s  subsequent 
s i gnator i e s ,  u n l es s  he has presented the b i l l  to the acceptor or 
payer where necessaary named therei n ,  who has refused acceptance ,  
wh ich  refusal shalal b e  establ i shed by  a protesta. 

( 3 )  The holader may i n  other cases refuse to accept the i ntervent ion  
but when he  accepts to i ntervenea, he  sha lal forfeit h i s  r i ght of 
recourse pr ior ta the maturity date agai nst the persan for whose 
benefit he has i ntervened and h i s  subsequent s i gnator i e s .  

Art i c l e  425 

Acceptance by i ntervent ion sha l l  be wr itten on the b i l l  of exchange 
itse l f ,  and be s i gned by the i ntervener and the name of the party for 
whose benefit the i ntervent i on i s  made sha l l a l so  be stated thereon . 

Where these part i cu l ars are not menti oned on the b i l  1 ,  the 
i ntervent i on is deemed to have been made in favour of the drawe r .  

Art i c l e  426 

( 1 )  The acceptor of i nterventi on shal l h ave the s ame l i ab i l ity to the 
holader and the subsequent endorsers of the persan for whose  
benefit the i ntervent i on i s  made a s  that of the l atter . 

( 2 )  the p arty for whose be nef it the i ntervent i on i s made and h i  s 
acconvnodation  parties  may i n  spite of the acceptance of the 
i ntervent i on requ i re the 
the amount stated i n  Art
protest and the receipt.  

ho1ader 
i c l e  415 

i n  consiaderation 
to surrender 

of 
the 

payrnent of 
b i al l ,  the 

Th i rd :  Payment by I ntervent i o n :  

Art i c l e  427 

(1) The b i l l  of exchange may be pa id  by i ntervent ion  i n  a l l cases 
where the ho 1 der is entit led on or before the date of matur ity to 
recourse agai nst those l i ab l e  thereunder . 
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( 2 )  Such payment sha l l  be effected by settlaement of the ent ire amount 
payable by the party for whose benefit the i ntervent ion i s  made. 

(3) Payrnent shall be effected no later than the day wh ich follaows the 
last day on which non-payment may be protested. 

Artaicle 428 

(1) When the acceptors for honour or those named ta pay the bill of 
exchange, when necessary, have a domicile at the place of 
payment, the holder shall present it to all of them for payment 
and, if necessary, pro test non-payment not 1 a ter than the day 
next followi ng the last day of the time l imit for protest. 

(2) Failure to protest within the prescribed time lim i t  shall 
discharge the 
of necessity 
accepted and the 

liability of 
or the persan 

subsequent 

the 

end

party who 
for whose 
orsers. 

named 
benefit 

the payer 
the bill 

in case 
was 

Article 429 

Where the holder of a bill of exchange refuses to recei ve the payment 
by intervention, he shall forfeit his right of recourse aga i nst any 
party who would have been d ischarged by such payment. 

Art icle 430 

(1) Payinent by i ntervention shall be established by writing a 
d isclaimer on the bill of exchange stating the name of the party 
for whose benef it the payinent i s made. Where the name i s not 
stated in the disclaimer the payinent by intervent i on shal 1 be 
deemed to have been made for the benefit of the drawer. 

(2) The bill of exchange and the protest, if made, shall be deliavered 
to the party who pai d  by intervention. 

Artiacle 431 

(1) Where a b ill of exchange has been paid by intervention, the payer 
by intervention is subrogated for and acquires all r i ghts arising 
therefrom to the party for whose benefit he is  making the payment 
and al l parties liable to that party pursuant to the bill of 
exchange. However, the said payer by intervention may not re
endorse the billa. 

(2) The subsequent endorsers to the party for whose benefit payment 
is  made shall be discharged of liability. 
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(3) Where several people offer to pay the bill of exchange by 
intervention, the person whose payment will discharge the h i ghest 
number of those liable under the bill sha l l  have preference. 
Where this rule is knowingly violated , the payer by intervention 
forfeits his right of recourse against the parties who woul d have 
been discharged had this rule been observeda. 

Section Ten: Several Copies: 

Article  432 

( 1 )  A bill of exchange may be drawn in a set of several identical 
copies. 

(2) Each part of the set shall be numbered and , failing which, each 
part shall be deemed to be a separate bill. 

(3) Every holader of a bill of exchange which does not stipulate that 
it is the only copy may ask for copies thereof at his expense. In 
order to obtain such copies he shall refer to his endorser who 
shall assist him to refer to the previous endorser and so on up 
to the drawer. 

(4) Every such endorser shall enter his endorsement on the new 
copies. 

Article 433 

(1) Payment of a bill of exchange on the strength of any of its parts 
constitutes a discharge of liability, even when this is not 
stipulated therein. Such payrnent shall nullify the effect of the 
other parts. However, the drawee shall  remain liable to pay the 
amount of any part accepted by him but he failed to recover. 

Article 434 

A persan who sends any of the parts of a bill of exchange for 
acceptance shal l show on the other parts the name of the person who 
has possession of such parta. This latter sh a 7 7  surrender i t to the 
lawful holader of any other part. 

If he refuses to surrender ita , the holder shall have no right of 
recourse unless he proves by a protest that: 

(a) the part sent to him for acceptance was not surrendered to him in 
sp i te of the fact that he requested surrender; 

(b) acceptance or payment was not on the strength of another part. 
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Secti on Eleven: Copies 

Copiesa: 

Article 435 

(1) The holader of a b i l l  of exchange may make copies thereof. 

(2) Each copy shall be identical to the orig inal including the 
endorsements and any other partiaculars recorded thereon. He 
shall write thereon 'the transcri ption from the oriaginal ends 
here 1 • 

(3) The copy may be endorsed and have an accommodation party in the 
same manner as on the ori gi na l .  The copy sha 11 have the same 
effects as the original. 

Article 436 

(1) The name of the holder of the original bill of exchange shall  be 
stated on the copy. The holader shal l surrender the original to 
the l awful holader of the copy. 

(2) Where the holader of the original refuses ta surrender it, the 
holader of the copy shal l not have the right of recourse against 
the endorsers or the standby guaraantors thereof, unless he proves 
by protest that the original had not been surrendered to him on 
request. 

(3) When after the l ast endorsement but before making the copy a note 
is written on the original stating ' as of now endorsement shal l 
be made on the copy onlya1 , any endorsement made thereafter on the 
original shal l be nul l and void. 

Section Twelave: Alterationa: 

A lterat ion 

Article 437 

If an al teration is made to the text of the bill of exchange, the 
parties who sign after such al teration shal l be liable according to 
the altered text. However, the parties who signed prier to the said 
al teration shall be l iablae on the i nitial text. 

Section Thirteen: Prescriptiaon: 

Article  438 

( 1 )  No legal action shall be heard whaich arises from the bil l of 
exchange against the acceptor after three years from the date of 
maturitya. 
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( 2 )  No lega1 action by the holder against the endorsers or the drawer 
shall be heard after one year from the date of protest within the 
prescribed time l imit or from the date of maturity where the bil l 
contains a stipulation 1 recourse without costsa1 or 1 recourse 
without protesta1 • 

(3) When an endorser brings an action against another endorser or the 
drawer, the action shall not be heard after six months from the 
date on which the endorser paid the bilal of exchange or from the 
date on which action is brought against him 

Article 439 

(1) Where a case is filed, the time limits set forth in the preceding 
Article shal l not apply except from the date of the last action 
taken on the case. 

(2 ) The said time l imits shall not appl y when the debt is confirmed 
by a judgement or when the debtor admits l iability on a separate 
document which entailas renewal of the debt. 

Article 440 

The interruption of the said time l imits shal l not have effect except 
towards the persan against whom the interruption action is taken. 

Article 441 

The defendants in an action claiming a debt shalal ,  when required to do 
so, establish under oath the discharge of their l iability , in spite 
of the expiry of the time 1 imits. Their heirs or their successors 
shall give evidence under oath that they were not aware that their 
l egator died when he was l iable for the debt. 

CHAPTER TWO 

PROMISSORY NOTES 

Article 442 

A promissory note shall contain the folalowing particulars: 

(1) A stipulaation of order or the expression 1 promissory notea' 
written in the text of the note in the language in which it is 
made. 

(2) Unconditional undertaking to payaa certain sum of money. 

(3) Date of maturity. 
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(4) P l ace of payment. 

( 5) name of the party ta whom payment shall be made or to h is  ordera. 

(6) Date and place of making the promissory note. 

(7) Signature of the maker of the notea. 

Article 443 

A note which does not contain any of the particulars set down in the 
preceding Article sha11 not be deemed to be a promissory note except 
in the following cases: 

( 1 )  when the maturity date is not stated in the note, it shall be 
deemed to be payable at sight. 

(2) when the place of payment or domic i le of the maker is not stated 
in the note, the place of making it shall be deemed as the place 
of payment and domicile of its maker. 

( 3 )  when the place of making is not stated in the note, it shall be 
deemed to have been made at the place shown next to the issuer's 
name. 

Artai cle 444 

(1) A promissory note shall be subject to the stipulations pertaining 
to a bill of exchange regarding legal qualifications , 
endorsement, maturity, payment, recourse on ground of non
payment, inadmissibility of granting a grace peri od for payment, 
precautionary attachment, protest, calculation of time limits, 
business days, recourse by making a bill  of exchange, payment by 
intervention, copies, alteration and prescri ption in as far as 
they are not inconsistent with the nature thereof. 

(2) A promissory note shall also be subject to the stipulations 
pertaianing to a bill of exchange which is due for payment at the 
domicile of a third party or at a place other than that where the 
domicile of the drawee is located, the stipulation for interest, 
the discrepancies in the particulars of the sum payable, the 
effects of signature in the events set forth in Article 356 or 
the signature of an unauthorised person or one acting ultra 
vires. 

(3) A promiassory note shall be subject to the proviasions relevant to 
the standby guarantee (Articles from 388 to 391), subject always 
to ensuring that where the name of the guaranteed party is not 
mentioned in the promissory note the guarantee shall be deemed to 
have been made for the benef it of the i ssuer of the promi ssory 
note. 
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Art i c l e  445 

( l l  The i s suer of a promiassory note shal l be l i ab l e  i n  the sarne way 
as the acceptor of a b i l l  of exchange .  

( 2 )  A promi ssory note wh i ch becomes payab l e  after a cert a i n  s pec i f i ed 
per iod from s i ght sha l l be presented to the i ss uer wi th i n  the 
t ime l imit s t i p u l ated in Art i c l e  381 for makai ng an entry that i t  
h a s  been s i  ghted . Such entry sha 1 1  b e  dated and s i  gned by  the 
i s s uer . 

( 3 )  the per iod of s i ght sha l l commence from the date of the afores a i d  
entry. 

( 4 )  When the i s s uer refuses to make the s a i d  entry, s uch refusa l  
sha l l be  estab l i shed by a protest . The after s i ght  per iod  sha l l 
beg i n  to run from the date of the protest .  

CHAPTER THREE 

CHEQUES 

Art i c l e  446 

I n  add i t i on to the prov 1 s 1 ons of th i s  Chapter , the s t i p u l at i on s  
pert a i n i n g  to b i l l  of  exchange shal l be  app l i c a b l e  to cheques i n  a s  
far as they are not i ncon s i stent w ith the nature thereof .  

Art i c l e  447 

A cheque shal l conta i n  the fol l ow ing  part i c u l ars : 

( 1 )  the word 1 chequea1 wriatten i n  the text of the i nstrument i n  the 
l anguage i n  wh i ch i t  i s  wr i ttena. 

( 2 )  an uncond i t i ona l  order t o  payaa certa i n  s um of rnoney . 

( 3 )  the name of the persan who sho u l d  pay, the drawee . 

( 4 )  p l ace of paymenta. 

( 5 )  the date and p l ace of mak ing  the cheque .  

( 6 )  s i gnature of  the maker ( drawer ) of  the cheque . 

( 7 )  the name of the persan to whom or ta whose order payment sha l l  be 
made i n  accordance wi th Art i c l es 452 and 453 . 
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An i nstrument which does not contain  one of the part iculars set down 
i n  the preced ing Article shall not be consiadered as a cheque except i n  
the fol l owing cases: 

( 1 )  when the place of payment is not stated, the cheque shal l be 
deemed due for payment at the pl ace shown next to the drawee 1 s 
name • When severa l pl aces are menti oned next to the drawee I s 
name, the cheque shall be deemed to be payable  at the place f i rst 
stated. When these or any other part icu lars are not stated on the 
cheque, it shall be deemed as payable at the place where in  is 
located the head off ice of the drawee. 

( 2 )  When the pl ace of making the cheque i s  not stated therein, the 
cheque shall be deemed to have been made at the place shown next 
to the drawera' s  name. 

Artiacle 449 

Cheques issued and payable in Bahrain may be drawn only on a bank. 
Instruments drawn as cheques on other than a bank shall not be deemed 
as valid  cheques. 

Artiacle 450 

(1) A cheque may not be issued unless the drawer hasa, at the t ime of 
draw ing the cheque with the drawee, money which he can d ispose of 
by cheque pursuant to an express or imp l i ed agreement. 

( 2 )  The drawer of a cheque or persan ordering another to draw a 
cheque on his behalf shal l del i ver suffic ient funds to pay such 
cheque. However, a party who draws on behalf of another shall be 
held personally liaable to the endorsers and holaders but no other 
for provid ing the funds for payment. 

( 3 )  In case of deni al, the drawer alone shall prove that the drawee 
of the cheque had at the t ime of i ts making enough funds to pay 
it, fail i ng which he shall secure the payment of the cheque in 
spite of maki ng a protest after the legally prescri bed ti me 
l imiats. 

Artiacle 451 

(1) A cheque is not subject to acceptance. An acceptance wri tten on 
the cheque sha ll  be deemed null and vo id. 
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( 2 )  Howevera, the drawee may acknowlaedge the cheque. Such 
acknowledgement shal l confirm the availability of a consideration 
with the drawee on the date of such confirmation. The drawee's 
signature on the face of the cheque sha 1 1  be regarded as an 
acknowl edgement thereof 

(3) A drawee may not refuse ta acknowlaedge the cheque if so requested 
by the drawer or the holader and if he has a consideration for 
payment sufficient ta make payment of the val ue of the cheque. 

( 4) An acknowlaedged consideration of payment of the cheque shall 
remain frozen with the drawee and at his risk in favour of the 
holader until the expiry of the date for presenting the cheque for 
payment. 

Article 452 

(1) A cheque may be made payable to: 

(a) a named persan with an express provision ' to ordera' or 
without i t. 

( b) a named persan wi th the st i pu 1 a t ion ' not to ordera' or any 
other expression ta this effect. 

( c) the bearer of the cheque. 

( 2) A cheque drawn ta a named persan with the st i pulation 'or ta 
bearera' or any other expression ta the same effect shal l be 
construed ta be a cheque ' ta bearer'. Where the name of the 
beneficiary is not stated the cheque shal l be deemed 'ta bearer'. 

(3) A cheque payable in the State of Bahrain and containing the 
condition 'non-negotiable '  shal l not be paid unless it is subject 
ta this condition. 

Article 453 

(1) A cheque may be drawn ta the drawer's order. 

A cheque may also be drawn for the account of another. 

(3) The drawer may nat draw a cheque on himself except when drawn by 
one establishment or another firm bath of which belong to the 
drawer himself, provided that the cheque is not payable 'ta 
bearer'. 
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A stipulation of interest in the cheque for payment of interest is 
null and void . 

Article 455 

It may be agreed that a cheque shall be paid in another bank in the 
p l ace wherein the drawee banke1 s domicile is situated or at any other 
p l ace. 

Artic le  456 

The drawer sha 11 sec ure the payment of the cheque. Any st i pu lat ion 
exonerating the drawer from such liability shall be null and void. 

Art i c l e  457 

{1) A cheque made payab l e  to a named person shal 1,  regardless of 
whether i t i s express l y made to or der or note, be negot i able by 
endorsement. 

( 2 )  A cheque made payable to a named persan may not be negotiated if 
marked ' not ta ordere' or any other similar term, but shall be 
governed by the provisi ons relating to the assignment of a right 
with the subsequent effects of such assignment. 

( 3 )  An endorsernent may be made to the drawer or to any other obligor. 
The latter may re-endorse the cheque. 

( 4 )  A cheque payable to the holder shal l  be negotiated by delivery. 

Art i cle 458 

An endorsernent to the drawee shal l be tantamount to a discharge of 
li abi li ty, un 1 ess the drawee owns severa 1 fi rms and the endorsement 
has been made in favour of an establishment other than that on which 
the cheque has been drawn. 

Arteicle 459 

( 1 ) Save where otherwise provided, an endorser shall be liable for 
payrnent of the cheque. 

(2) The endorser may ban the re-endorsement of a cheque in wh i ch case 
he shall  not be liable towards the holeders of the cheque by 
subsequent endorsements. 
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Art i cle 460 

The possessor of an endorsable cheque is deemed as its lawful holder 
i f  he proves that he has title thereto by consecuative endorsements, 
even though the l ast endorsement was in b l ank. Crossed endorsements 
shall be deemed to be void in this regard. Where a blank endorsement 
i s fo 1 1  owed by another endorsement, the pers on who subscri bes hi s 
signature to the latter endorsement shall be deemed to be the persan 
to whom the right to the cheque has passed by virtue of the blank 
endorsement. 

Article 461 

Where a persan loses possession of the cheque, whether it is to bearer 
or endorsable, the persan to whom the said cheque has passed shall not 
be required to abandon possession thereof if he proves his right 
thereto in the manner set forth in the preceding Article, unless he 
has acquired possession thereof in bad faith or has corrrnitted a gross 
error in acquiring possession thereof . 

Article 462 

An endorsement made on a cheque to bearer renders the endorser liable 
in accordance with the provisions govern i ng recourse. Such 
endorsement sha 1 1  not result i n  making the instrument a cheque to 
order. 

Article 463 

( 1 )  An endorsement made after a pro test or after the expiry of the 
time limit for presentment of the cheque shall produce only the 
effects of an assiagnment of a right. 

( 2) An endorsement wh i ch i s not dated i s deemed to have been made 
before the protest or before the expiry of the time 1 imit for 
presentment of the cheque, unlaess the contrary is established. 

(3) Endorsement may not be predated. Predating endorsements shall be 
deemed as a forgerya. 

Article 464 

(1) An accommodation party may guarantee the payment of the entire or 
part of the amount of the cheque. 

{ Z) The accommodation shall be from a third party other than the 
drawee and may also be by any of the signatories of the cheque. 

Article 465 

A cheque is payable on the date of its i ssue and any provision to the 
contrary shall be deemed null and void. 
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A cheque may not be  presented for payrnent before the  date stated 
thereon as the date of i t s i s s u e .  

Art i c l e  466 

( 1 )  A cheque drawn in the State of Bahra i n  or abroad and due for 
payment there i n  sha l l be presented for payment w ith i n  s i x  month s .  

( 2 )  The t ime l im i t  ment ioned i n  the preced ing  paragraph s ha l l 
commence from the date stated i n  the cheque as be i ng  the date of 
i ts i s s u e .  

Art i c l e  467 

Where a cheque i s  drawn between two p l aces  u s i ng d i fferent ca l endars , 
the date of i ss u e  s ha l l be  adjusted to the correspond i n g  date of the 
ca l endar used i n  the p l ace  of payrnent . 

Art i c l e  468 

Presentment of the  cheque to a l egal ly  recogn i sed c l ear i ng  house  sha l l 
be  tantamount to presentment for paymenta. 

Art i c l e  469 

( 1 )  The drawee shal l p ay the va l ue of the cheque even after the 
expi ry of the t i me l im i t  for presentment 

( 2 )  Object i on to payrnent of the cheque sha1 1 not be enterta i ned 
except when it  is  l ost  or the hol der is  adjudged bankrupt . 

( 3 )  Where i n  s p i t e  of the forego ing  restr i ct i on the objec t i on ta 
payment of the  cheque takes pl ace on other ground s ,  the Court 
sha l l upon an app l i cation from the ho l der order the d i smi s s a l  of 
the objection even where an act i on  on the pr i nc i pa l  i s s u e  has 
been f i l ed .  

Art i c l e  4 70 

Where the drawer d i e s , becomes l egal l y  d i s qua lai f i ed or i s  dec l ared 
bankrupt after the mak ing of the cheque ,  the j udgements passed  as a 
consequence thereof shal l not be affected . 

Art i c l e  471 

( 1 )  Where several cheques are presented simul taneo u s l y  and the 
con s i derat ion  is found to be i nsuff i c i ent  for payrnent thereof ,  
d u e  regard sha l l b e  had to the dates o f  the ir  i s s u e .  
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(2) Where al 1 the cheques presented originate from the same cheque 
book and have the same date, the cheque bearing the first serial 
number shal l have preference, unless the contrary is proved. 

Article 472 

(1) Where it is stipulaated that a cheque be paid in a certain country 
in other than its currency, its amount may be paid on the date of 
presentment in the currency circulated in Bahrain converted at 
the rate of exchange on the date of payment. Where payment is not 
made on the date of presentment, the ho l der may have the option 
of requiring payment of the amount of the cheque converted into 
the currency circulated in bahrain at the rate prevailing on the 
date of presentment or on the date of payment. 

(2) When a cheque is presented for the first time after the expiry of 
the time l imit for presentment, the rate of conversion shal l be 
that prevailing on the expiry date of the time limit for 
presentment. 

(3) The rate fixed by the Bahrain Monetary Agency or the prevailing 
market rate where it is not fixed by the BMA shal l be applicable 
in evalauating the foreign currency. However, the drawer shal l 
determine in the cheque the rate on the basis of which the 
payable amount shall be calaculated. 

(4) Where the amount of the cheque is stated in a currency having a 
convnon description but the valaue in the country of issue is 
different from that in the country of payment, it shal l be 
presumed that the intention shall be the currency of the country 
of payment . 

Article 473 

The obligation of a surety provided in case of the l oss of the cheque 
shal l lapse after six months if no cl aim or legal action is filed 
during such period. 

Article 474 

( 1 )  The owner of a cheque to bearer wh i ch i s 1 os t or des troyed may 
l odge an objection with the drawee to payment of its valaue . He 
sha 1 1  gi ve the cheque number, amount, name of i ts drawer and 
every other particular enabling the identification thereof and 
the circumstances surrounding its l oss or destruction. 

I f  it is not feasible to provide some of these particulaars, the 
reasons shall be stated. 

If  the objecting party has no domicile in the State of Bahrain, 
he shall definie his elected domicilae. 
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(2 ) When the drawee rece i ves the objection he shal l refrain from 
payment of the amount of the cheque to the possessor thereof and 
set aside the payment of the cheque, pending the resolaution of 
the matter. 

(3) The drawee shalla, if so requested by the objecting party and at 
his expense, publaish the number of the lost or destroyed cheque, 
its amount , name of drawer, name of the objecting party and his 
address in a daily newspaper. Every disposal of the cheque after 
the date of such publication shall be null and void. 

Article 475 

( 1) The persan having possession of the cheque referred ta in the 
preceding Article may dispute the objection w ith the drawee. 

The drawee shall receive the cheque from him against a receipt, 
and then shall notify the objecting party by a registered letter 
with a del ivery note of the name and address of the possessor of 
the cheque. 

(2) The possessor of the cheque shall notify the objecting party by a 
registered letter with a delivery note of the requirement ta file 
a legal action claiming title to the cheque with i n  thirty days of 
the date of receiving the notification. The said notification 
shall include the reasons for the possession of the cheque and 
date thereof. 

(3) If the objector fails to file a legal action claiming title 
within the time limit indicated in the preceding Paragraph, the 
Court may upon an application from the possessor of the cheque 
order the non-admission of the objection. In this case, the 
possessor of the cheque sha1 l be deemed as its l awful owner 
towards the drawee. 

(4) If  the objector files a legal action claiming title to the 
cheque, the drawee may not pay the value thereof except to the 
l itigant submitting to him a final court judgement evidencing 
title to the cheque or an amicable settlement approved by the two 
parties endorsing the titlae to the cheque. 

Article 476 

(1) Where the possessor of the cheque fails , within six months from 
the date of the objection provided for in Article 4 73 , to claim 
payment of the amount of the cheque, the person who has objected 
may request the Court for a permission to encash the value of the 
chequea. 

The Court shall pass a judgement against the drawee after 
ascertaining that the objector has title to the cheque. 
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( 2 )  If the objector fa i l s  to subrn i t  the request ref erred to in the 
foreg o i ng paragraph or if he s ubmi ts  it and it has been rejected 
by the Court , the drawee shal l recredit the considerat ion  for 
payment to the drawera1 s accounta. 

Art i c l e  477  

( 1 )  The hol der of  a cheque may cross  it . The cros sing sha l l have  the 
effects ment i oned in the fol l ow i ng Artic l e .  

( 2 )  Crossing sha l l  be made by drawing two transverse para l l el l ines 
on the face of the cheque. 

( 3 )  Cros sing may b e  general o r  s peciala. 

( 4 )  Where no writing i s  made between the l ines or the word " banka" or  
any other word to  this  effect is in serted therein , the  cro s s in g  
shal l b e  generala. Where the name o f  a s pecific b ank i s  inserted 
within the l ines , the cros s i ng is specia l a. 

( 5 )  A general crossing  may be converted into a special cros sing , but  
a special crossing shal l not be  changed into a general cros s inga. 

( 6 )  The c ancel l ation of the cro s s i ng or the delaetion of the n ame of  
the  b ank inserted therein sha l l be  nu l l  and  void.  

Artic l e  478 

( 1 )  A drawee may not payaa cheque general l y crossed except to one of 
h i s  customers or to a b an k .  

( 2 )  A drawee may not pay a cheque spec i a l  l y  crossed except t o  the 
bank whose n ame i s  inserted w ith in  the l ines . However ,  the bank 
whose name is written within the l i nes may designate another bank 
to receiave the valaue of the cheque .  

( 3 )  A bank  may not acquire a c ros sed cheque except from one of its  
customers or from another bank nor may it receive the  va laue 
thereof on beh a l f  of other than the forego ing  parties . 

( 4 )  Where the cheque is  special l y  crossed to more than one p arty, the 
drawee may not pay it except when it has two crossings one of 
wh i ch is for col l ect ion through a c l ear i ng house .  

( 5 )  Where the drawee fai l s  to  observe the foregoi ng  stipu l ation s ,  he  
shal l be l iab le  for payrnent of  damages to  the  extent not 
exceeding the valaue of the cheque . 

( 6 )  The word 11 cu stomer 1 1  in this Artic l e  sha l l be every persan having  
an  account with the  drawee and has  obtained therefrom a cheque 
book or has the right to obtain such a book 
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Arti cle 479 - Paragraph (1) substituted on 4th September 1 993 

( 1 )  The drawer or bearer of cheque may stipulate that it shall not be paid 
in cash by writing on the face thereof the following words "ta be 
credited to the account" or any other words to this effect. ln this case, 
a cheque shal l  not negotiable by way of endorsement and the drawee 
shall only settle the amount of the cheque by means of book entries 
such as crediting the account, bank transfer or making a set-off. The 
said written entries shall be tantamount to payment. 

( 2 )  S tr i k i ng off the  expres s i on 1 to be cred ited t o  the ac�ount '  sh a l al 
not be recogn i sed . 

( 3 )  Where the drawee fa i l s  ta  observe the preced i ng prov 1 s 1 ons , he  
sha l l be  l i ab l e  for  payrnent of damages to  an e x tent not excee d i ng 
the amount of the  cheque .  

Art i c l e  480 

( 1) The ho 1 der of a cheque may have recourse aga i n s t  the drawee , 
endorser and other ob l i gors  when i t  i s  presented wi t h i n  the  
l eg a l l y  prescr i bed per i od and the amount thereof has  not been 
p a i d ,  pro v i ded that he s h a l l p rove the refusal  to make payrnent by 
mak i ng a protes t .  

As an al ternat i ve to mak i ng a protes t ,  ref u s a l  to make p ayrnent 
s ha l l be estab l i shed by: 

( a) a statement to that effect from the drawee stat i ng i.:he date 
of presen t i ng the chequ e .  

( b )  a statement  from the  c l ear i n g  house i n d icat i n g  that  the 
cheque has been presented w i t h i n  the l ega l l y  prescr i bed 
period but the v a l u e  thereof h as not been p a i d .  The s tatement 
s ha l l be d ated and wri tten on t he  cheque u nder the s i gnature 
of the person who h as made i t .  

( 2 )  The mak ing  of the statement ment i oned i n  the  preceding Art i c l e  
sha l l not be refused i f  s o  reques ted by the ho l der ,  even though 
the cheque carr i es the con d i t i on of recourse _without costs . 
Meanwh i l e ,  the drawee may request a grace per i od not exceed i n g  
four days for present i n g  t h e  cheque even i f  i t  i s presented o n  
the l as t  day of  the t ime l im i t  for presentmenta. 

Art i c l e 481 

The ho l der of a cheque reserves the r i g h t  to have recourse aga i n s t  the 
drawer even when the hol der fa i l s  to p resent i t  for payrnent to the 
drawee , to make a protest or ta carry out  any al ternat i ve act i o n  
w i th i n  t h e  t i me l im i t  s e t ,  un l es s  t h e  drawer has prov i ded  the 
con s i derat i on for p ayrnent , and such c on s i derat i on rema i n s  w i th the 
drawee unt i l  the exp i ry of the t ime l im i t  for present i ng  the chequ e ,  
after wh i ch the con s i dera t i on ceased to e x i s t  througn an ac t not  
attr i b u ted  to the drawer . 
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Art i cle 482 

Dishonouring a cheque sha l l  be established in the manner provided for 
in the first Paragraph of Article 480 before the expiry of the 
presentment time limit. Where the presentment takes place on the last 
day of such time limita, dishonouring the cheque may be proved on the 
following business day. 

Article 483 

( 1) The time limits prescribed shall be extended where the cheque is 
not presented , protested or alternative action is not taken in 
respect thereof within the prescribed time limits, due to a force 
majeure. 

( 2) The holder of a cheque shall promptly give notice to his endorser 
of the force majeure and enter such notice, dated and signed, on 
the cheque or the piece of paper attached thereto. Such notices 
shall be arranged in a serial order according to Article 412. 

( 3) Upon the cessation of the force majeure the holder shall present 
the cheque for payrnent without de 1 ay and where re 1 ev ant sha 1 1  
protest or take alternative action with regard to the cheque. 

( 4) Where the force majeure continues for more than fifteen days 
calaculated from the date on which the holder of the cheque gave 
notice to hi s endorser of the occurrence of the force majeurea, 
even though such date falls immediately before the expiry of the 
time limit for the presentment of the cheque, recourse may be had 
against the obligors without the need for presenting the chequea, 
making a protest or taking an alternative action. 

( 5) Mattears 
the persan 
or take 
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relating 
whom 

alterna

to 
the 
tive 

the person 
holder has 

action s
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Article 484 

The drawee shall be solely responsible for the damage ar1sar ng from 
pay,nent of the cheque in which the drawer's signature has been forged 
or the parti eu 1 ars contai ned in the text thereof have been a ltered, 
where it is not possible to attribute such action to a fault of the 
drawer whose name appears on the face of the cheque. Every condition 
to the contrary shall be deemed as null and void. A drawer shall be 
particularly at fault if he fails to exercise in preserving the cheque 
book delivered thereto the case exercised by a normal person. 
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Article 485 

(1) Save for the cheque to bearer, a cheque may be drawn i n  i dentical 
copies if it i s  drawn in  the State of Bahrai n  and i s  payable i n  a 
foreign country or v ice versa. 

{2) Where several copies are made of a cheque, each copy sha1a1 be 
gi ven a number on the face thereof , otherwi se each copy shall be 
deemed as an i ndependent cheque. 

Artiacle 486 

( 1) Lega 1 acti ons for recourse by a ho 1 der of a cheque aga i ns t the 
drawee, drawer, endors ers and other ob 1 i gars sha 1 1  1 apse after 
s ix  months from the date of expiry of the time l im it  for 
presenti ng the cheque. 

( 2) Lega 1 act i ans of recourse by other ob 1 i gors aga i ns t each other 
shall lapse after six rnonths from the date on whi ch the obli gor 
has made payment or from the date of f i l i ng a clai m in  court. 

(3) In spite of the elapse of the t ime li m its set forth in  thi s  
Arti cle, the defendants shall under oath conf i rm their  d ischarge 
of 1 i ab i l  i ty for the debt if  they are asked to take the oath. 
Their heiars and other successors shal l testi fy under oath that 
their  testator d ied after becomi ng l iable for the debt. 

Arti cle 487 

(1) The t ime l im it  provi ded for in  the preced i ng Arti cl e  shall not be 
appli cable i n  case of f il ing legal action except from the date of 
the most recent verdi ct in  respect thereofa. 

(2) The aforesaid t ime l im i t  shall not be appli cable if  a judgement 
has been passed conf irming the debt or i f  i t  i s  admitted by the 
debtor by an i ndependent i nstrument , so that such admi ss i on 
results i n  renewi ng the debt. 

Artiacle 488 

The interrupti on of the prescription shall not have any effect except 
agaianst the person towards whom the act i on interrupti ng the 
prescr iption has been taken. 

Artiacle 489 

A ho 1 der of a cheque and other ob li gars 1 i able to pay the amount 
thereof in  spite of the lapse of the cla i m  for the amount of the 
cheque , may demand the drawer who has not provided the consi derat i on 
for payment or provi ded i t  and recovered a 11 or the ent i re amount 
thereof to return what he has i llegall y enabled h im  to amass wealth. 
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Art i c l e  490 

Every bank shal l del i ver to i t s  customer a book conta i n i ng b l ank 
cheques to be u sed for payrnent through its treasury, and to p r i nt on 
every cheque the name and account number of the persan who has 
rece i ved it .  

Drawing  may be  made by  means of  spec i a l  wr itten requ i s it ions  i n  the 
manner arranged by the b ank or as i s acceptabl e  thereto i n  terms of 
formalaiti esa. 

The s i gnature sha l al be i dentica l  to the spec imen s i gnatures and 
approved s i gnatures recorded with the banka. 

The hol der of the account shal l be l i ab le  towards the bank  whether 
such account i s  deb ited or credited .  

Art i c l e  491 

If the penal court passes a judgement of conv i ct i on in any of the 
cheque crimes set forth in the Pen al Code , it sha 1 1  be empowered to 
order the pub l i c at ion  of a summary of the j udgement at the expense of  
the conv icted party i n  one  of  the l oca l  newspapersa. 

Such pub l i c ation  sha l l i nc l ude the name of the conv icted party, h i s  
domi c i l e ,  occupat i on and the puniashment i n f l i cted against h i m .  

I n  c ase of recurrence,  the pub l i cation pro v i ded for i n  the preced ing  
Paragraph sha l l  be mandatory. 

CHAPTER FOUR 

MORTGAGE OF SECURIT IES AND OTHER COMMERC IAL PAPERS 

Art i c l e  492 

The mortgage of securities  and other commerc i al i n struments shal l be 
subject to the rules govern i ng commerc i al mortgage , pro v i ded a lways 
that the fol l owing  prov i s i ons  shal l be comp l i ed  with . 

Art i c l e  493 

If the mortgage is in pos sess ion of the mortgaged i n struments on 
another ground prevaious to the mortgage , he sha l l be deemed to be i n  
possess ion thereof i n  h i s  capacity as a mortgagee upon the creat i on of 
the mortgagea. 

Art i c l e  494 

I f  the mortgaged i n struments are prov i ded by a persan other than the 
debtor ,  the owner thereof sha l l not be ob l i ged to pay the debt secured 
by the mortgage except in h i s  capac ity as a s u rety . 
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Art i c l e  495 

The l i en  enjoyed by the cred i tor shal l ex i s t  with i t s  pr i or i ty between 
the contract i ng part i e s  and towards th i rd part i e s  in respect of the 
d i v i dends due for the rnortgaged securi t i es , i nterest thereof and the 
papers rep l ac i ng thern and the v al ue thereof if it was p a i d  before the 
date of rnatur ity .  

CHAPTER F IVE  

GENERAL PROV IS IONS 

Art i c l e  496 

A non-acceptance protest or non-payment protest sha l l be  made i n  
accordance with the prov i s i ons of the C i v i l  and Commerc i al Procedures 
Act ,  as amended, wi th respect to the s erv i ce of the court summonses , 
a t the domi c i l e  of the party 1 i a b l e  for payment  of the v a l ue  of the 
commerc i a l paper or at the l ast  k nown domi c i l e  thereof , and a l so at 
the domi c i l e  of the persan who has pre sented the commercai a l  paper for 
p ayment , i f  necessary, or at the domiac i l e  of the party who has 
accepted i t  by i ntervent ion  

Art i c l e  497  

(1) I n  add i t ion to  the deta i l s  requ ired ta  be  i n c l auded in  the  court 
summonses , the protest  sha l l i nc l ude a true and ori g i na l  copy of 
the commerc i al paper conta i n i ng  al l detai l s  regard i ng  the 
acceptance , endorsement ,  guarantee i ng , payment of the va laue  
thereof i f  neces sary and s uch other part i c u l  ars .  The protest 
shal l i nc l ude the adv i c e  for payment of the v a l u e  of the 
co1T1J1erc i al paper ,  estab l i sh i ng the presence or absence of the 
pers on who has to accept or pay i t ,  grounds for the refusa 1 to 
accept or pay i t ,  f a i l aure or refusal to subscri be  the s i gn ature 
and the amo unt pa i d  of the va  1 ue of the p aper i n  the event of 
part i a 1 paymenta. 

( 2 )  A conf i rmat i on made by the persan who has made the protest 
agai nst  h i m  sha l l  not be recogni sed as ev i dence aga i ns t  h i m  
u n l e s s  h e  has s i gned the confi rmat i on .  

Art i c l e  498 

No other paper sha l l rep l ace the protest except i n  the cases p rov i de 
for by the l aw. 

Art i c l e  499 

(1)  The off i cer in charge of mak ing  the protest sha l  1 l eave a copy 
thereof for the persan aga i n st  whom it has been made . 
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(2) The department to whi ch the officer belongs shall record the 
protest papers in full on a dai ly  bas is, subject to complying 
with the chronolaogical order thereof in a special register which 
sha 1 1  be regu l ated by an or der of the Minis ter for Justice and 
Islamic Affaiars. 

(3) The said department shall al so within the first ten days of every 
month forward to the Commercial Registry a list of the non
acceptance protests made during the previous month for the 
accepted bills of exchange, promissory notes and cheques. 

(4) This list sha ll  include the following particulars: 

( a) Date of protest. 

(b) Name of the maker of the instrument or accepter of the bill 
of exchange, his surname, occupation, domici1 e, drawee bank 
and the persan who has crossed the cheque ta his order. 

(c) Date of maturity. 

(d) Arnount of the bill of exchange, promi ssory note or cheque. 

(e) A surnnary of the reasons for refusal ta make payment 
mentiaoned by the debtor upon making the protest. 

(5) The Commercial Registry shall maintain a book for recording such 
particulars and every persan may have access thereto against 
payment of the prescri bed fees. 

Article 500 

(1) If the maturity of a commercial paper falls on a public holiday, 
a claim for payment shall not be made except on the fol lowing 
business day. 

(2) In addition, no action shall be taken with regard to the 
commercial paper, particularl y  presenting it for acceptance, 
making a protest or an alternative action except on a business 
day. 

(3) Where a certain time limit has been fixed for taking a certain 
action relating to the commercial , and where the expiry date 
falls on a public or bank holiday , the time limit shal l  be 
extended to the follow i ng business day. 

(4) The calculation of the time limit shall be inclusive of the 
public holidays fall ing dur ing it. 
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Art i c l e  501 

In the ca l cu l at i on of the l egal  or agreed t i me l i m i t  rel evant to 
commerc ia l  papers , the f i rs t  day thereof sha l l not be i nc l uded .  

Art i c l e  502 

The l aw courts sha l  l not grant periods of grace for payment  of the 
v a l ue of a commerc i al paper or for tak i ng any act i on w i t h  regard 
thereto except i n  the events prov i ded for in the L aw .  

Art i c l e  503 

( 1 )  In the cases where the Law requ i re s  the subscr i b ing  by an 
i nterested party to the corrrnerc ia l  paper of h i s  s i gnature , such 
s i gnature may be made by an off i c i a l  seal  or a th umb impres s i on . 

( 2 )  The test imony of two wi tnesses sha l l b e  requ i red that the owner 
of the off i c i al sea l  or the persan mak i n g  the th umb impre s s i on 
has done so i n  the presence of the w i tnesses  who were aware of 
what has been s i gned . 



LEGISLATIVE DECREE 00 . 1 5  OF 1991 WITH RESPECT ID 
AMENDING ARI'ICLE 81  OF THE LAW OF CŒ'IMERCE 

PROMULGATED BY LEGISLATIVE DECREE 00.7  OF 1987 

We, Isa Bin Sulrnan Al Khalifa , .Amir of the State of Bahrain , 

having examined the Constitution , 

and Amiri Decree No. 4  of 1975 ,  

and Legislative Decree No. 7 of 1987 with respect to promulgating 
the Law of Ccmnercea, 

and upon the suanission of the Minister for Cornnerce and 
Agriculture , 

and with the approval of the Council of Ministersa, 

HEREBY ENACT IBE FOLLa,rING I.AW: 

Article 1 

For the provisions of Article 
Legislataive Decree No. 7  of 
following :  

81 
1987a, 

of the 
th

Law of Corrrnercea, proorulgated by 
ere shall be substituted the 

"Article 81:  

1 )  Interest for delay of settlement of comnercial debts shall accrue 
upon rnaturity, unless the law or an agreement stipulates otherwisea. 
In no case shall the total interest payments received by a creditor 
exceed the principal debt arrount on the basis of which interest has 
been charged in the cases of debts the repayrnent period of which 
does not exceed seven years. Every agreement to the contrary shall 
be null and void. 

2 )  A creditor shall have the right to claim supplernentary damages to 
be added to the delay interest without the need for proving that 
the damage in excess of such interest has been caused by the 
debtor ' s  deceit or gross negligence . "  

Article 2 

The Ministers , each in his respective capacity, shall implernent this Law 
which shall cane into effect from the date of its publication in the 
Official Gazette. 

Signed: Isa Bin Sul.man Al Khalifa 
Arnir of the State of Bahrain 

Dated: 20 July 1991 



LEGISLATIVE DECREE 00.4  OF 1992 WITII RESPECT ID 
AMENDING ARI'ICLE 81  OF THE f..M'v OF CCMMERCE 

PROIDLGATED BY LEGISLATIVE DECREE 00.7  OF 1987 

we , Isa Bin Sul.man Al Khalifa , Amir of the State of Bahrain,  

having reviewed the Constitution , 

and Amiri Order No . 4  of 1975 , 

and Legislative Decree No. 7  of 1987 promulgating the Law of 
Coomerce , as amended by Legislative Decree No. 15 of 1991 , 

and upon the submission of the Minister for Carrnerce and 
Agriculture , 

and with the approval of the Council of Ministers , 

HEREBY ŒCREE 'IHE ffiLLa-ITtJG I.AW: 

Article 1 

For the prov1s1ons of Article 81 of the Law of Comnerce promulgated by 
Legislative Decree No. 7  of 1987 , as arnended by Legislative Decree No. 15 
of 1991 , there shall ce substituted the following: 

"Article 81 

1 .  Interest for delay of settlement of comnercial debts shall accrue 
upon maturity unless the Law or an agreement stipualtes otherwise. 

2 .  In no case shall the total interest payments charged by the 
creditor ce in excess of the principal debt arrount on the basis of 
which interest has ceen charged in the case of debts the re-payment 
period of which exceeds seven years . Every agreement to the 
contrary shall œ null and void. 

3 .  The provision of paragraph 2 shall not œ applicable to interest 
for debts arising from transactions concluded in a foreign 
currency. 

4 .  A creditor shall have the right to claim supplernentary damages to 
be added to the delay interest without the need for proving that 
the damages in excess of such interest have l:een caused by the 
debtor ' s  deceit or gross failure . 11 
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Article 2 

The Ministers , each in his respective capacity, shall i.rrplernent this Law 
which shall corne into force from the date of its publication in the 
Official Gazette . 

Signed: Isa Bin Sulman Al Khalifa 
Amir of the State of Bahrain 

Dated: 3 February 1992 



LEGISLATIVE DECREE N0 . 13 OF 1 9 93 
WITH RESPECT TO AMENDING PARAGRAPH ( 1 )  OF ARTI CLE 4 7 9  

OF THE LAW OF COMMERCE PROMULGATED BY 
LEGISLATIVE DECREE N0 . 7  OF 1 987 

W e ,  I sa  Bin Sulman Al Khalifa,  Amir of the State of Bahrain ,  

having examined the Constitution, 

and Amiri Order No . 4  of 1 9 7 5 ,  

and the Law of Commerce promulgated by Legislative Decree 
No . 7  of 1 9 8 7 , as amended ,  

and upon the submission of  the Minister for Commerce and 
Agriculture,  

and with the approval of the Council of  Ministersa, 

HEREBY DECREE THE FOLLOWING LAW : 

Article 1 

For  the provis ions o f  Paragraph ( 1 ) o f  Art i c l e  4 7 9  o f  the 
abovernentioned Law of  Commerce , the f o l l ow i ng s h a l l  be  
substituted : -

" 1 .  The drawer or bearer of cheque may stipu late that it shall 
not be paid in cash by writing on the face thereof the fol lowing 
words " to be credited to the accounta" or any other words to this 
effecta. In  this case ,  a cheque shall not be negotiable by way of 
endorsernent and the drawee shall only settle the amount of the 
cheque by means of book entries such as crediting the accounta, 
bank transfer or making a set-offa. The said written entries 
shall be tantamount to payrnenta. "  

Article 2 

The Ministers each in his respective capacity shall  implement 
this Law which shall  corne into force from the date of its 
publication in the Official Gazette . 

Signed : Isa Bin Sulman Al Khalifa 
Amir of the State of Bahrain 

Dated : 4 Septernber 1 9 9 3  
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