Draft
Secured Transactions Law

Chapter 1. General Provisions

Article 1. Definitions

Unless the context requires otherwise, for the purposes of this Law:
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2.

10.

1.
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13.

“Acquisition
secured creditor”
“Acquisition
security right”

“Address”

“Amendment
notice”

“Bank account”

"Business Day”

“Cancellation
notice”

“Certificated non-
intermediated
securities”

"Competent
Authority”

"Competent
Administrative
Department”
“Competing
claimant”

“Consumer goods”

“Control
agreement”

means a secured creditor that has an acquisition security right;

means a security right in a tangible asset, or in intellectual
property or the rights of a licensee under a licence of
intellectual property, which secures an obligation to pay any
unpaid portion of the purchase price of an asset, or other
credit extended to enable the grantor to acquire rights in the
asset to the extent that the credit is used for that purpose;

means physical address, post office box address or an
electronic address;

means a notice submitted to the Registry in the prescribed
registry notice form to modify information contained in a related
registered notice;

means an account maintained by an authorized

deposit-taking institution to which funds may be credited or
debited;

means a day between Sunday to Thursday which is not a public
holiday in the Kingdom;

means a notice submitted to the Registry in the prescribed
registry notice form to cancel the effectiveness of the registration
of all related registered notices;

means non-intermediated securities represented by a
certificate that:

(i) Provides that the person entitled to the securities is
the person in possession of the certificate; or

(ii) Identifies the person entitled to the securities;

means the Minister or the head of the competent administrative
department, as the case may be;

means the competent administrative department specified in
a Decree;

means a creditor of a grantor or other person with rights in an
encumbered asset that may be in competition with the rights of a
secured creditor in the same encumbered asset. The term
includes:
(i) Another secured creditor of the grantor that has a security
right in the same encumbered asset;
(ii) Another creditor of the grantor that has a right in the same
encumbered asset;
(iii) The insolvency representative in insolvency proceedings
in respect of the grantor; and
(iv) A buyer or other transferee, lessee or licensee of the
encumbered asset;
means goods primarily used or intended to be used by the grantor
for personal, family or household purposes;
(i) With respect to uncertificated non-intermediated securities,
means an agreement in writing between the issuer, the grantor



14.
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24.

“Debtor”

“Debtor of the
receivable”

“Default”

"deposit taking
institution”
“Designated field”

”»

“Encumbered asset

“Equipment”

“Financial contract”

"Future asset”

“Grantor” means:

Independent
guarantee

and the secured creditor, according to which the issuer agrees
to follow instructions from the secured creditor with respect to
the securities, without further consent from the grantor; and

(ii) With respect to rights to payment of funds credited to a bank
account, means an agreement in writing between the deposit-
taking institution, the grantor and the secured creditor,
according to which the deposit-taking institution agrees to
follow instructions from the secured creditor with respect to
the payment of funds credited to the bank account without
further consent from the grantor;

means a person that owes payment or other performance of a

secured obligation, whether or not that person is the grantor of

the security right securing payment or other performance of that

obligation, including a secondary obligor such as a guarantor of a

secured obligation;

means a person that owes payment of a receivable that is subject

to a security right, including a guarantor or other person

secondarily liable for payment of the receivable;

means the failure of a debtor to pay or otherwise perform a

secured obligation and any other event that constitutes default

under the terms of an agreement between the grantor and the
secured creditor;

means a financial institution licensed to take deposits;

means the space on the prescribed registry notice form
designated for entering a specified type of information;
means:

(i) a movable asset that is subject to a security right; and

(ii) receivable that is the subject of an outright transfer by
agreement;

Means a tangible asset other than inventory or consumer goods
that is primarily used or intended to be used by the grantor in the
operation of its business;

means any spot, forward, future, option or swap transaction
involving interest rates, commodities, currencies, equities,
bonds, indices or any other financial instrument, any
securities repurchase or lending transaction, and any other
transaction similar to those transactions entered into in
financial markets and any combination of those transactions;

means a movable asset, which does not exist or which the
grantor does not have rights in or the power to encumber at
the time the security agreement is concluded;

Means:

(i) A person that creates a security right to secure either its
own obligation or that of another person;

(i) A buyer or other transferee of an encumbered asset that
acquires its rights subject to a security right; and

(iii) A transferor under an outright transfer of a receivable by
agreement;

means an independent commitment, known in international practice as
an independent guarantee or as a stand-by letter of credit, given by a
bank or other institution or person to pay to the beneficiary a certain
or determinable amount upon simple demand or upon demand
accompanied by other documents, in conformity with the terms and
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26.

27.

28.

29.

30.
31.
32.

33.

34.

35.

36.

37.

38

39.

40.

“Initial notice”

“Intangible asset

“Intermediary”

“Intermediated
Securities”

“Inventory”
"Kingdom"

“Knowledge”
“Mass”

“Money”
“Movable asset”

“Negotiable
documents”

“Negotiable
instruments”

“Netting
agreement”

"Non-Acquisition

Security Right"

“Non-intermediated

securities”

“Notice”

any documentary conditions of the undertaking, indicating, or from
which it is to be inferred, that payment is due because of a default in
the performance of an obligation, or because of another contingency,
or for money borrowed or advanced, or on account of any mature
indebtedness undertaken by the principal/applicant or another person.

means a notice submitted to the Registry in the prescribed
registry notice form to achieve the third-party effectiveness of the
security right to which the notice relates;

means any movable asset other than a tangible

asset;

Means any person that in the course of a business or
other regular activity maintains securities accounts
for others or both for others and for its own account
and is acting in that capacity;

means securities credited to a securities account or rights in
securities resulting from the credit of securities to a securities
account;

means tangible assets held by the grantor for sale or lease in the
ordinary course of the grantor’s business, including raw materials
and work in process;

means the Kingdom of Bahrain;

means actual knowledge;

means a tangible asset which results when a tangible asset is so
commingled with one or more other tangible assets of the same
kind that they have lost their separate identities;

means currency authorized as legal tender by any State;

means a tangible or intangible asset, other than immovable
property;

means a document, such as a warehouse receipt or a bill of
lading, that embodies a right to delivery of tangible assets and
satisfies the requirements for negotiability under the law;

means an instrument, such as a cheque, bill of exchange or
promissory note, that embodies a right to payment and
satisfies the requirements for negotiability under the law;

means an agreement between two or more parties that
provides for one or more of the following:

(i) The net settlement of payments due in the same
currency on the same date whether by novation or
otherwise;

(ii) Upon the insolvency or other default by a party, the
termination of all outstanding transactions at their
replacement or fair market values, conversion of such
sums into a single currency and netting into a single
payment by one party to the other; or

(iii) The set-off of amounts calculated as set out in
subparagraph (ii) under two or more netting
agreements;

means a security right that is not an acquisition security right;
means securities other than securities credited to a securities

account and rights in securities resulting from the credit of
securities to a securities account;

means a communication in writing, and includes an initial
notice, an amendment notice and a cancellation notice;
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“Notification of a
security rightin a
receivable”

“Outright transfers
of receivables”
“Possession”

“Priority”

“Proceeds”

“Product”

“Receivable”

“Registered notice”
“Registrant”

“Registration”

“Registration
number”

“Register”

“Registry”

“Secured creditor”
means:

“Secured
obligation”
“Securities account”

“Security
agreement”

means a notice by the grantor or the secured creditor
informing the debtor of the receivable that a security right
has been created in the receivable;

means transfers that are not intended to secure an obligation;

means the actual possession of a tangible asset by a person or its
representative, or by an independent person that acknowledges
holding it for that person;

means the right of a person in an encumbered asset in preference
to the right of a competing claimant;

means whatever is received in respect of an encumbered asset,
including what is received as a result of a sale or other transfer,
lease, licence or collection of an encumbered asset, civil and
natural fruits, insurance proceeds, claims arising from defects in,
damage to or loss of an encumbered asset, and proceeds of
proceeds;

means a tangible asset which results when a tangible asset is
so physically associated or united with one or more other
tangible assets of a different kind, or when one or more
tangible assets are so manufactured, assembled or processed,
that they have lost their separate identities;

means a right to payment of a monetary obligation, excluding a
right to payment evidenced by a negotiable instrument, a right to
payment of funds credited to a bank account and a right to
payment under a non-intermediated security;

means a notice the information in which has been entered into the
register;

means a person who submits a notice to the Registry;

means the entry of information contained in a notice into the
register;

means the unique number assigned to an initial notice by the
Registry and permanently associated with that notice and any
related notice;

means the information in all registered notices stored by the
Registry. The register consists of the record that is publicly
accessible "the public register" and the record that has been
removed from the public register and archived "the archived
register";

means the bureau for the Register of Security Rights Over
Movables established under article 28(1) of this Law
Means

(i) A person that has a security right; and

(i) A transferee under an outright transfer of a receivable
by agreement;

means an obligation secured by a security right;

means an account maintained by an intermediary to which
securities may be credited or debited;

means:

(i) An agreement, regardless of whether the parties have
denominated it as a security agreement, between a
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59.

60.

61.

“Security right”

“Tangible asset”

“Uncertificated
non-intermediated

grantor and a secured creditor that provides for the
creation of a security right; and

(ii) An agreement that provides for the outright transfer of a
receivable;

means:

(i) A property right in a movable asset that is created by an
agreement to secure payment or other performance of
an obligation, regardless of whether the parties have
denominated it as a security right, and regardless of the
type of asset, the status of the grantor or secured
creditor, or the nature of the secured obligation; and

(ii) The right of the transferee under an outright transfer of
a receivable by agreement;

means any tangible movable asset. Except in article 1,
subparagraphs 2, 20, 29, 32 and 46 and articles 11, 20, 33, 34
and 38-42, the term includes money, negotiable instruments,
negotiable documents and certificated non-intermediated
securities;

means non-intermediated securities not represented by a
certificate; and

securities”

“Writing” includes an electronic communication if the information
contained therein is accessible so as to be usable for
subsequent reference.

Article 2. Scope of application
1.  This Law applies to security rights in movable assets.

2. With the exception of articles 72-82, this Law applies to outright transfers of receivables by
agreement.

3. Notwithstanding paragraph 1, this Law does not apply to security rights in:

(a) The right to request payment under, or to receive the proceeds of, an independent
guarantee;

(b) Intellectual property in so far as this Law is inconsistent with laws in force in the
Kingdom, or international agreements to which the Kingdom is a party, relating to
intellectual property;

(c) Intermediated securities;

(d) Payment rights arising under or from financial contracts governed by netting agreements,
except a payment right arising upon the termination of all outstanding transactions;

(e) Ships, aircrafts and aircraft equipment; and

(f) Rights over real property sold off plan until its completion and handing over to its owner
free of any such rights;

4.  This Law does not apply to security rights in proceeds of encumbered assets if the proceeds
are a type of asset to which this Law does not apply.

5.  Nothing in this Law affects the rights and obligations of the grantor and the debtor of the
receivable under other laws governing the protection of parties to transactions made for personal,
family or household purposes.

6. Nothing in this Law overrides a provision of any other law that limits the creation or
enforcement of a security right in, or the transferability of, specific types of asset, with the exception



of a provision that limits the creation or enforcement of a security right in, or the transferability of,
an asset on the sole ground that it is a future asset, or a part of or an undivided interest in an asset.

Article 3. Party autonomy

1.  With the exception of articles 4, 6, 9, 53, 54, 72, paragraph 3, and 85-107, the provisions of
this Law may be derogated from or varied by agreement to the extent that the variation or derogation
is not inconsistent with any rule of public policy of the Kingdom of Bahrain .

2. Anagreement referred to in paragraph 1 does not affect the rights or obligations of any person
that is not a party to the agreement.

3. Nothing in this Law affects any agreement to use alternative dispute resolution, including
arbitration, mediation, conciliation and online dispute resolution.

Article 4. General standards of conduct
A person must exercise its rights and perform its obligations under this Law in good faith and in a

commercially reasonable manner.

Article 5. International origin and general principles

Where appropriate, in the interpretation of this Law regard shall be had in particular to publications
on the Model Law on Secured Transactions endorsed by the United Nations Commission on
International Trade (UNCITRAL) and adopted by the United Nations General Assembly in 2016.

Chapter II. Creation of a security right

PART I : General rules
Article 6. Creation of a security right and requirements
for a security agreement

1. A security right is created by a security agreement, provided that the grantor has rights in the
asset to be encumbered or the power to encumber it.

2. A security agreement may provide for the creation of a security right in a future asset, but the
security right in that asset is created only when the grantor acquires rights in it or the power to
encumber it.

3. A security agreement must be concluded in writing, signed by the grantor and the secured
creditor, and:

(a) Identifies the secured creditor and the grantor;
(b) Describes the secured obligation as provided in article 9;
(c) Describes the encumbered asset as provided in article 9; and

(d) States the maximum amount for which the security right may be enforced.

Article 7. Obligations that may be secured

A security right may secure one or more obligations of any type, present or future, determined or
determinable, conditional or unconditional, fixed or fluctuating.

Article 8

Assets that may be encumbered with a security right

1. Subject to paragraph 2, a security right may encumber:



(a) Movable asset of any type;
(b) Part of an undivided right in a movable asset;
(c) Generic category of movable assets; and
(d) All of the grantor's movable assets.
2. The following may not be encumbered with a security right:

(a) Future asset that may result from the estate of a person when he or she is deceased, a will,
pension, proceeds of a life insurance policy, alimony, wages, employment claims or
salaries.

(b) Movable assets owned by the state or any of its ministries or agencies, public institutions
or authorities, public juridical persons, foreign diplomatic and consular missions and
international organizations that enjoy immunity in the Kingdom.

(c) Rights arising from franchises and licenses issued by the state, any of its agencies, public
institutions or authorities or public juridical persons.

(d) Undivided movable assets jointly owned except where all the joint owners collectively agree to
encumbering the asset with a security right over the asset;

(e) Movable asset owned by an endowment set up by virtue of a formal deed; and

(f) Consumer goods used by a natural person for his or her personal, family; or household purposes,
unless the security right secures payment of the purchase price of such goods.

Article 9. Description of encumbered assets and secured obligations

1. The encumbered assets and secured obligations must be described in the security agreement
in a manner that reasonably allows their identification.

2. The requirements of paragraph 1 in respect of the description of the encumbered assets is
satisfied by:

(a) A specific description of the encumbered assets; or

(b) A general description of the encumbered assets, including a description by reference to
all of the grantor’s movable assets, or all of the grantor’s movable assets within a generic
category.

3. The requirements of paragraph 1 in respect of the description of the secured obligations is
satisfied by:

(a) A specific description of the secured obligations; or

(b) A generic description of the secured obligations by reference to all obligations owed to
the secured creditor at any time.

Article 10. Rights to proceeds and commingled funds
1. Asecurity right in an encumbered asset extends to its identifiable proceeds.

2. Where proceeds in the form of money or funds credited to a bank account are commingled
with other assets of the same kind:

(a) The security right extends to the commingled money or funds, notwithstanding that they
have ceased to be identifiable;

(b) The security right in the commingled money or funds is limited to the amount of money
or funds immediately before they were commingled; and

(c) If at any time after the commingling, the amount of the commingled money or funds is
less than the amount of the money or funds immediately before they were commingled, the security



right in the commingled money or funds is limited to the lowest amount between the time when the
money or funds were commingled and the time when the security right is claimed.

Article 11. Tangible assets commingled in a mass
or transformed into a product

1.  Asecurity right in a tangible asset that is commingled in a mass extends to the mass. A security
right in a tangible asset that is transformed into a product extends to the product.

2. A security right that extends to a mass is limited to the same proportion of the mass as the
quantity of the encumbered asset bore to the quantity of the entire mass immediately after the
commingling.

3. A security right that extends to a product is limited to the value of the encumbered asset
immediately before it became part of the product.

Article 12. Extinguishment of security rights

A security right is extinguished when all secured obligations have been discharged and there
are no outstanding commitments to extend credit secured by the security right.

PART II :  Asset-specific rules

Article 13. Contractual limitations on
the creation of security rights in receivables

1. A security right in a receivable is effective notwithstanding any agreement between the initial
or any subsequent grantor and the debtor of the receivable or any secured creditor limiting in any
way the grantor’s right to create a security right.

2. Nothing in this article affects any obligation or liability of the grantor for breach of the
agreement referred to in paragraph 1, but the other party to the agreement may not avoid the contract
giving rise to the receivable or the security agreement on the sole ground of the breach of that
agreement, or raise against the secured creditor any claim it may have as a result of such a breach
against the grantor, as provided in article 64, paragraph 2. A person that is not a party to the
agreement referred to in paragraph 1 is not liable for the grantor’s breach of the agreement on the
sole ground that it had knowledge of the agreement.

3. This article applies only to receivables:

(a) Arising from a contract that is a contract for the supply or lease of goods or services other
than financial services, a construction contract or a contract for the sale or lease of immovable

property;

(b) Arising from a contract for the sale, lease or licence of intellectual property or of
proprietary information;

(c) Representing the payment obligation for a credit card transaction; or

(d) Arising upon net settlement of payments due pursuant to a netting agreement involving
more than two parties.

Article 14. Personal or property rights securing or supporting payment
or other performance of encumbered receivables or other
intangible assets, or negotiable instruments

A secured creditor with a security right in a receivable or other intangible asset or in a
negotiable instrument has the benefit of any personal or property right that secures or supports
payment or other performance of the encumbered asset without a new act of transfer. If that right is
transferable under the law governing it only with a new act of transfer, the grantor is obliged to
transfer the benefit of that right to the secured creditor.

Article 15. Rights to payment of funds credited to a bank account

A security right in a right to payment of funds credited to a bank account is effective
notwithstanding an agreement between the grantor and the deposit-taking institution limiting in any
way the grantor’s right to create a security right.



Article 16. Negotiable documents and tangible assets covered
by negotiable documents

A security right in a negotiable document extends to the tangible asset covered by the
document, provided that the issuer of the document is in possession of the asset at the time the
security right in the document is created.

Article 17. Tangible assets with respect to which intellectual
property is used

A security right in a tangible asset with respect to which intellectual property is used does not
extend to the intellectual property and a security right in the intellectual property does not extend to
the tangible asset.

Chapter I11. Effectiveness of a security right
against third parties

PART 1 : General rules

Article 18. Primary methods for achieving third-party effectiveness

1.  Asecurity right in an encumbered asset is effective against third parties if a notice with respect
to the security right is registered.

2. Asecurity right in a tangible asset is also effective against third parties if the secured creditor
is in possession of the asset.

Article 19. Proceeds

1. If a security right in an asset is effective against third parties, a security right in any proceeds
of that asset arising under article 10 is effective against third parties without any further act if the
proceeds are in the form of money, receivables, negotiable instruments or rights to payment of funds
credited to a bank account.

2. If a security right in an asset is effective against third parties, a security right arising under
article 10 in any proceeds of that asset other than the types of proceeds referred to in paragraph 1 is
effective against third parties:

(a) For a period of twenty (20) business days after the proceeds arise; and

(b) Thereafter, only if the security right in the proceeds is made effective against third parties
by one of the methods applicable to the relevant type of encumbered asset referred to in the
provisions of this chapter before the expiry of the period specified in subparagraph (a).

Article 20. Tangible assets commingled in a
mass or transformed into a product

If a security right in a tangible asset is effective against third parties, a security right in a mass
or product to which the security right extends under article 11 is effective against third parties
without any further act.

Article 21. Changes in the method for
achieving third-party effectiveness

A security right that is effective against third parties remains effective against third parties despite
a change in the method for achieving third-party effectiveness, provided that there is no time when the
security right is not effective against third parties.

Article 22. Lapses in third-party effectiveness
If the third-party effectiveness of a security right lapses, third-party effectiveness may be re-

established, but the security right is effective against third parties only as of that time.

Article 23. Continuity in third-party effectiveness upon a
change of the applicable law to this Law



1. If asecurity right is effective against third parties under the law of another State and this Law
becomes applicable, the security right remains effective against third parties under this Law if it is
made effective against third parties in accordance with this Law before the earlier of:

(a) The time when third-party effectiveness would have lapsed under the law of the other
State; and

(b) The expiry of a period of sixty (60) business days after this Law becomes applicable.
2. If a security right continues to be effective against third parties under paragraph 1, the time of
third-party effectiveness is the time when it was achieved under the law of the other State.
Article 24. Acquisition security rights in consumer goods

An acquisition security right in consumer goods with an acquisition price below an amount
specified by the competent minister for justice affairs, after consultation with the competent Minister
for consumer affairs, is effective against third parties upon its creation without any further act.

PART II:  Asset-specific rules

Article 25. Rights to payment of funds credited to a bank account

A security right in a right to payment of funds credited to a bank account may also be made
effective against third parties by:

(a) The creation of the security right in favour of the deposit-taking institution which
maintains the bank account;

(b) The conclusion of a control agreement; or
(¢) The secured creditor becoming the account holder.

Article 26. Negotiable documents and tangible assets
covered by negotiable documents

1. If a security right in a negotiable document is effective against third parties, the security right
that extends to the tangible asset covered by the document in accordance with article 16 is also
effective against third parties.

2. During the period when a negotiable document covers a tangible asset, a security right in the
asset may also be made effective against third parties by the secured creditor’s possession of the
document.

3. Asecurity right in a negotiable document that was effective against third parties by the secured
creditor’s possession of the document remains effective against third parties for a period of ten (10)
business days after the document or the asset covered by the document has been returned to the
grantor or other person for the purpose of dealing with the asset.

Article 27. Uncertificated non-intermediated securities

In additions to the methods identified under Article 18 of this Law, a security right in
uncertificated non-intermediated securities may in addition to the methods set under Article 18 be
made effective against third parties by:

(a) The entry of the name of the secured creditor as the holder of the securities in the books
maintained by or on behalf of the issuer for the purpose of recording the name of the holder of the
securities; or

(b) The conclusion of a control agreement.

Chapter IV. The registry system

Article 28. Establishment of the Registry

1- The competent administrative department must have a dedicated bureau named "Registry for
Security Rights Over Movables" which have an adequate number of employees.



2- The Registry must maintain an electronic register, as provided under this Law, in which initial
notices, amendment notices and cancellation notices may be registered. The search in the
register and the right to obtain official extracts from the register must be available to the
public subject to payment of the prescribed fee.

3- The provisions of the Annex shall govern the regulation of the register, registration of the
initial notices, amendment notices, cancellation notices together with the search in the register
and obtaining official extracts from the register.

Chapter V. Priority of a security right

PART I : General rules

Article 29. Competing security rights created by the same grantor

Subject to articles 33, 38, 39 and 41-43, priority between competing security rights created by
the same grantor in the same encumbered asset is determined according to the following rules:

(a) As between security rights that were made effective against third parties by registration
of a notice, priority is determined by the order of registration, without regard to the order of creation
of the security rights;

(b) As between security rights that were made effective against third parties otherwise than
by registration of a notice, priority is determined by the order of third-party effectiveness; and

(c) As between a security right that was made effective against third parties by registration
of a notice and a security right that was made effective against third parties otherwise than by
registration of a notice, priority is determined by the order of registration or third-party
effectiveness, whichever occurs first.

Article 30. Competing security rights created by different grantors

Subject to article 26 of the Annex, priority between competing security rights created by
different grantors in the same encumbered asset is determined according to article 29.

Article 31. Competing security rights in the case of a change in
the method of third-party effectiveness

The priority of a security right is not affected by a change in the method by which it is made
effective against third parties, provided that there is no time when the security right is not effective
against third parties.

Article 32. Competing security rights in proceeds

Subject to article 41, a security right in proceeds of an encumbered asset that is effective
against third parties under article 19 has the same priority over a competing security right as the
security right in the encumbered asset from which the proceeds arose.

Article 33. Competing security rights in tangible assets
commingled in a mass or transformed into a product

1.  Iftwo or more security rights in the same tangible asset extend to a mass or product as provided
in article 11 and each security right is effective against
third parties as provided in article 20, the priority of each security right in the mass or product is the
same as the priority that each security right in that tangible asset had immediately before the tangible
asset became part of the mass or product.

2. If more than one security right extends to the same mass or product under article 11 and each
was a security right in a separate tangible asset at the time of commingling or transforming, the
secured creditors are entitled to share in the mass or product according to the ratio that the obligation
secured by each security right bears to the sum of the obligations secured by all the security rights.

3. For the purposes of paragraph 2, the obligation secured by a security right that extends to the
mass or product is subject to any limitation on the security right under article 11.



Article 34. Security rights competing with rights of buyers
or other transferees, lessees or licensees of an encumbered asset

1. If an encumbered asset is sold or otherwise transferred, leased or licensed while the security
right in that asset is effective against third parties, the buyer or other transferee, lessee or licensee
acquires its rights subject to the security right except as provided in this article.

2. Abuyer or other transferee of an encumbered asset acquires its rights free of the security right,
if the secured creditor authorizes the sale or other transfer of the asset free of the security right.

3. The rights of a lessee or licensee of an encumbered asset are not affected by a security right if
the secured creditor authorizes the grantor to lease or license the asset unaffected by the security
right.

4. A buyer of a tangible encumbered asset sold in the ordinary course of the seller’s business
acquires its rights free of the security right, provided that, at the time of the conclusion of the sale
agreement, the buyer does not have knowledge that the sale violates the rights of the secured creditor
under the security agreement.

5. The rights of a lessee of a tangible encumbered asset leased in the ordinary course of the
lessor’s business are not affected by the security right, provided that, at the time of the conclusion
of the lease agreement, the lessee does not have knowledge that the lease violates the rights of the
secured creditor under the security agreement.

6.  Subject to the rights of a secured creditor with a security right in intellectual property in
accordance with article 50, the rights of a non-exclusive licensee of an intangible encumbered asset
licensed in the ordinary course of the licensor’s business are not affected by the security right,
provided that, at the time of the conclusion of the licence agreement, the licensee does not have
knowledge that the licence violates the rights of the secured creditor under the security agreement.

7.  Ifabuyer or other transferee of a tangible encumbered asset acquires its rights free of a security
right, any subsequent buyer or other transferee also acquires its rights free of that security right.

8.  If the rights of a lessee of a tangible encumbered asset or a licensee of an intangible
encumbered asset are not affected by the security right, the rights of any sub-lessee or sub-licensee
are also unaffected by that security right.

9.  Abuyer acquires its rights free of, and the rights of a lessee are not affected by, an acquisition
security right in consumer goods unless the security right is made effective against third parties
otherwise than under article 24 before the buyer or lessee acquires its rights in the goods.

Article 35. Impact of the grantor’s
insolvency on the priority of a security right

A security right that is effective against third parties under this Law at the time of the
commencement of insolvency proceedings in respect of the grantor remains effective against third
parties and retains the priority it had before the commencement of the insolvency proceedings,
unless another claim has priority pursuant to the Bankruptcy and Composition Law.

Article 36. Security rights competing with preferential claims

The following claims arising by operation of other law have priority over a security right that
is effective against third parties but only up to:

(a) Employment related claims: Three thousand Dinars for each employee.

(b) Taxes and fees payable to the state: Ten thousand Dinars.

Article 37. Security rights competing with rights of judgment creditors

1. Subject to article 40, the right of a creditor that has obtained a judgment, and pursuant thereto had
obtained a sequestration order from the Enforcement Court or before the judgement was rendered had obtained
an order of provisional sequestration order, has priority over a security right if such sequestration order or
provisional sequestration order was obtained before the security right was made effective against third parties.



2. If a security right is made effective against third parties before or at the same time the judgment creditor
acquires its right in an encumbered asset upon an order as provided under paragraph 1, the security right has
priority but that priority is limited to the greater of the credit extended by the secured creditor:

(a) Before the secured creditor received a notice from the judgment creditor that the judgment creditor
has obtained the order referred to under paragraph 1 or within twenty (20) business days thereafter; or

(b)  Pursuant to an irrevocable commitment of the secured creditor to extend credit in a fixed amount
or an amount to be fixed pursuant to a specified formula, if the commitment was made before the secured
creditor received a notice from the judgment creditor that the judgment creditor has obtained the order referred
to under paragraph 1.

Article 38. Acquisition security rights
competing with non-acquisition security rights

1. An acquisition security right in equipment, inventory, or in intellectual property or rights of a
licensee under a licence of intellectual property primarily used or intended to be used by the grantor
in the operation of its business or held by the grantor for sale or licence in the ordinary course of
the grantor’s business, has priority over a competing non-acquisition security right created by the
grantor, provided that:

(a) The acquisition secured creditor is in possession of the equipment or inventory; or

(b) A notice with respect to the acquisition security right is registered before the expiry of
ten (10) business days after the grantor obtains possession of the equipment or inventory, or the
agreement for the sale or licence of the intellectual property to the grantor has been concluded.

2. An acquisition security right in consumer goods, or in intellectual property or rights of a
licensee under a licence of intellectual property primarily used or intended to be used by the grantor
for personal, family or household purposes, has priority over a competing non-acquisition security
right created by the grantor.

Article 39. Competing acquisition security rights

1.  Subject to paragraph 2, priority between competing acquisition security rights is determined
according to article 29.

2. An acquisition security right of a seller or lessor, or of a licensor of intellectual property made
effective against third parties not later than the expiry of the period specified in article 38, paragraph
1(b), has priority over a competing acquisition security right.

Article 40. Acquisition security rights competing
with the rights of judgment creditors

An acquisition security right that is made effective against third parties not later than the expiry
of the period specified in article 38, paragraph 1 (b), has priority over the rights of a judgment
creditor that would otherwise have priority under article 37.

Article 41. Competing security rights in proceeds
of an asset subject to an acquisition security right

A security right in proceeds of an asset that is the subject of an acquisition security right has
the same priority over a competing security right that a
non-acquisition security right in the asset from which the proceeds arose has under article 29.

Article 42. Acquisition security rights extending to a mass or product competing with non-
acquisition security rights in the mass or product

Subject to article 38, an acquisition security right in a tangible asset that extends to a mass or product
and is effective against third parties has priority over a non-acquisition security right granted by the
same grantor in the mass or product.



Article 43. Subordination

1. A person may at any time subordinate the priority of its rights under this Law in favour of any
existing or future competing claimant. The beneficiary need not be a party to the subordination.

2.  Subordination does not affect the rights of competing claimants other than the person
subordinating its priority and the beneficiary of the subordination.

Article 44. Future advances and future encumbered assets

1. Subject to article 37, the priority of a security right extends to all secured obligations, including
obligations incurred after the security right became effective against third parties.

2. The priority of a security right covers all encumbered assets described in a notice registered in
the Registry, whether they are acquired by the grantor or come into existence before or after the
time of registration.

Article 45. Irrelevance of knowledge of the existence of a security right

Knowledge of the existence of a security right on the part of a secured creditor does not affect
the priority of the security right under this Law.

PART II :  Asset-specific rules

Article 46. Negotiable instruments

1. A security right in a negotiable instrument that is made effective against
third parties by possession of the instrument has priority over a security right in the instrument that
is made effective against third parties by registration of a notice.

2. A buyer or other consensual transferee of an encumbered negotiable instrument acquires its
rights free of a security right that is made effective against third parties by registration of a notice
if the buyer or other transferee:

(a) Isthe payee in possession of the instrument or is in possession of the instrument which
has been endorsed to him or her; or

(b) Takes possession of the negotiable instrument and gives value without knowledge that
the sale or other transfer is in violation of the rights of the secured creditor under the
security agreement.

Article 47. Rights to payment of funds credited to a bank account

1.  Asecurity right in a right to payment of funds credited to a bank account made effective against
third parties by the secured creditor becoming the account holder has priority over a competing
security right that is made effective against third parties by any other method.

2. Asecurity right in a right to payment of funds credited to a bank account with respect to which
the secured creditor is the deposit-taking institution has priority over a competing security right
made effective against third parties by any method, except a security right that is made effective
against third parties by the secured creditor becoming the account holder.

3. Asecurity right in a right to payment of funds credited to a bank account made effective against
third parties by a control agreement has priority over a competing security right except:

(a) A security right of the deposit-taking institution; or

(b) A security right that is made effective against third parties by the secured creditor
becoming the account holder.

4.  The order of priority among competing security rights in a right to payment of funds credited
to a bank account that are made effective against third parties by the conclusion of control
agreements is determined on the basis of the time of conclusion of the control agreements.

5. A deposit-taking institution’s right under other law to set off obligations owed to it by the
grantor against the grantor’s right to payment of funds credited to a bank account maintained with
the deposit-taking institution has priority as against a security right in the right to payment of funds
credited to the bank account, except a security right that is made effective against third parties by
the secured creditor becoming the account holder.



6. A transferee of funds from a bank account pursuant to a transfer initiated or authorized by the
grantor acquires its rights free of a security right in the right to payment of funds credited to the
bank account, unless the transferee has knowledge that the transfer violates the rights of the secured
creditor under the security agreement.

7.  Paragraph 6 does not adversely affect the rights of transferees of funds from bank accounts
under the Law of Commerce and the Central Bank of Bahrain and Financial Institutions Law.

Article 48. Money

1. A transferee that obtains possession of money that is subject to a security right acquires its
rights free of the security right, unless that person has knowledge that the possession violates the
rights of the secured creditor under the security agreement.

2. This article does not adversely affect the rights of persons in possession of money under the
Civil Code or the Law of Commerce.

Article 49. Negotiable documents and
tangible assets covered by negotiable documents

1. Subject to paragraph 2, a security right in a tangible asset made effective against third parties
by possession of the negotiable document covering that asset has priority over a competing security
right made effective against third parties by any other method.

2. Paragraph 1 does not apply to a security right in a tangible asset other than inventory if the
security right of the secured creditor not in possession of the negotiable document was made
effective against third parties before the earlier of:

(a) The time that the asset became covered by the negotiable document; and

(b) The time of conclusion of an agreement between the grantor and the secured creditor in
possession of the negotiable document providing for the asset to be covered by a negotiable
document so long as the asset became so covered within five (5) business days from the date of the
agreement.

3. A transferee of an encumbered negotiable document that obtains possession of the document
under the Law of Commerce or any other law acquires its rights free of a security right in the
negotiable document and the tangible assets covered thereby that is made effective against third
parties by any other method.

Article 50. Intellectual property

Article 34, paragraph 6, does not affect any rights that a secured creditor may have as an owner
or licensor of intellectual property under the relevant law relating to intellectual property.

Article 51. Non-intermediated securities

1. Asecurity right in certificated non-intermediated securities made effective against third parties
by the secured creditor’s possession of the certificate has priority over a competing security right
created by the same grantor in the same securities made effective against third parties by registration
of a notice.

2. A security right in uncertificated non-intermediated securities made effective against third
parties by entry of the name of the secured creditor as the holder of the securities in the books
maintained for that purpose by or on behalf of the issuer has priority over a security right in the
same securities made effective against third parties by any other method.

3. A security right in uncertificated non-intermediated securities made effective against third
parties by the conclusion of a control agreement has priority over a security right in the same
securities made effective against third parties by registration of a notice.

4. The order of priority among competing security rights in uncertificated
non-intermediated securities made effective against third parties by the conclusion of control
agreements is determined on the basis of the time of conclusion of the control agreements.

5. This article does not adversely affect the rights of holders of
non-intermediated securities under the Law of Commerce, Central Bank of Bahrain and Financial
Institutions Law or any other law.



Chapter VI. Rights and obligations of the parties
and third-party obligors

Section I. Mutual rights and obligations
of the parties to a security agreement

PART I : General rules

Article 52. Sources of mutual rights and obligations of the parties

1.  The mutual rights and obligations of the grantor and the secured creditor arising from their
agreement are determined by the terms and conditions set out in that agreement, including any rules
or general conditions referred to therein.

2. The grantor and the secured creditor are bound by any usage to which they have agreed and,
unless otherwise agreed, by any practices they have established between themselves.
Article S3. Obligation of the party in possession to exercise reasonable care
A grantor or secured creditor in possession of an encumbered asset must exercise reasonable

care to preserve the asset.

Article 54. Obligation of the secured creditor to return
an encumbered asset

Upon extinguishment of a security right in an encumbered asset, a secured creditor in

possession must return the asset to the grantor or deliver it to the person designated by the grantor.

Article 55. Right of the secured creditor to use and inspect
an encumbered asset, and to be reimbursed for expenses

1. A secured creditor in possession of an encumbered asset has the right:

(a) To be reimbursed for reasonable expenses it incurs for the preservation of the asset in
accordance with article 53; and

(b) To make reasonable use of the asset and apply the revenues it generates to the payment
of the secured obligation.

2. A secured creditor not in possession has the right to inspect an encumbered asset in the
possession of the grantor or another person holding the encumbered asset on behalf of the grantor.
Where the encumbered assets is not in the possession of the granter, the granter shall be responsible
for enabling the secured creditor to inspect the encumbered assets.

Article 56. Right of the grantor to obtain information

1.  Within five (5) business days after receipt of a written request by a grantor, a secured creditor
other than a transferee under an outright transfer of a receivable by agreement must send to the
grantor at the address specified in the request:

(a) A statement of the obligation currently secured; and
(b) A description of the assets currently encumbered.

2. The grantor is entitled without charge to one response to a request during each six (6) calendar
months period and may require payment of charge not exceeding one hundred (100) Dinars for each
additional response.

PART II :  Asset-specific rules

Article 57. Representations of the grantor of a
security right in a receivable



1. At the time of conclusion of a security agreement that creates a security right in a receivable,
the grantor represents that:

(a) The grantor has not previously created a security right in the receivable in favour of
another secured creditor; and

(b) The debtor of the receivable does not and will not have any defences or rights of set-off.

2. The grantor does not represent that the debtor of the receivable has, or will have, the ability to
pay.

Article 58. Right of the grantor or the
secured creditor to notify the debtor of the receivable

1.  The grantor or the secured creditor or both may give the debtor of the receivable notification
of the security right and a payment instruction, but after notification of the security right has been
received by the debtor of the receivable only the secured creditor may send a payment instruction.

2. Notification of a security right in a receivable or payment instruction sent in breach of an
agreement between the grantor and the secured creditor is not ineffective for the purposes of article
63, but nothing in this article affects any obligation or liability of the party in breach for any damages
arising as a result of the breach.

Article 59. Right of the secured creditor to payment of a receivable

1.  As between the grantor of a security right in a receivable and the secured creditor, whether or
not notification of the security right has been sent:

(a) If payment with respect to the receivable is made to the secured creditor, the secured
creditor is entitled to retain the proceeds of payment and to any tangible asset returned with respect
to the receivable;

(b) If payment with respect to the receivable is made to the grantor, the secured creditor is
entitled to payment of the proceeds of the payment and to any asset returned to the grantor with
respect to the receivable; and

(¢) If payment with respect to the receivable is made to another person over whom the
secured creditor has priority, the secured creditor is entitled to payment of the proceeds of the
payment and to any asset returned to that person with respect to the receivable.

2. The secured creditor may not retain more than the value of its right in the receivable.

Article 60. Right of the secured creditor
to preserve encumbered intellectual property

If so agreed between the grantor and the secured creditor, the secured creditor is entitled to take the
all measures that are necessary to preserve encumbered intellectual property, including to renew
registration and to pursue infringers.

Section II. Rights and obligations of
third-party obligors

PART 1 : Receivables

Article 61. Protection of the debtor of the receivable

1. Except as otherwise provided in this Law, the creation of a security right in a receivable does
not, without the consent of the debtor of the receivable, affect its rights and obligations, including
the payment terms contained in the contract giving rise to the receivable.

2. A payment instruction may change the person, address or account to which the debtor of the
receivable is required to make payment, but may not change:

(a) The currency of payment specified in the contract giving rise to the receivable; or

(b) The State specified in the contract giving rise to the receivable in which payment is to be
made to a State other than that in which the debtor of the receivable is located.



Article 62. Notification of a security right in a receivable

1.  Notification of a security right in a receivable or a payment instruction is effective when
received by the debtor of the receivable if it reasonably identifies the encumbered receivable and
the secured creditor, and is in a language that is reasonably expected to inform the debtor of its
content.

2. Inthe case of a security right in a receivable arising from or under a contract, it is sufficient if
the notification of the security right in the receivable or a payment instruction is in the language of
the contract giving rise to the receivable.

3. Notification of a security right in a receivable or a payment instruction may relate to
receivables arising after notification.

4.  Notification of a security right in a receivable created in favour of a secured creditor by the
initial or any other secured creditor constitutes notification of all prior security rights in that
receivable.

Article 63. Discharge of the debtor of the receivable by payment

1. Until the debtor of the receivable receives notification of a security right in a receivable, it is
discharged by paying in accordance with the contract giving rise to the receivable.

2. After the debtor of the receivable receives notification of a security right in a receivable,
subject to paragraphs 3-8, it is discharged only by paying the secured creditor or, if otherwise
instructed in the notification or subsequently by the secured creditor received by the debtor of the
receivable, in accordance with that payment instruction.

3. If the debtor of the receivable receives more than one payment instruction relating to a single
security right in the same receivable created by the same grantor, it is discharged by paying in
accordance with the last payment instruction received from the secured creditor before payment.

4.  Ifthe debtor of the receivable receives notification of more than one security right in the same
receivable created by the same grantor, it is discharged by paying in accordance with the first
notification received.

5. If the debtor of the receivable receives notification of one or more security rights in the same
receivable created in favour of a secured creditor by the initial or any other secured creditor, it is
discharged by paying in accordance with the notification of the last of such security rights.

6. If the debtor of the receivable receives notification of a security right in a part of or an
undivided interest in one or more receivables, it is discharged either by paying in accordance with
the notification or in accordance with this article as if the debtor of the receivable had not received
the notification.

7. If the debtor of the receivable receives a notification as provided in
paragraph 6 and pays in accordance with the notification, it is discharged only to the extent of the
part or undivided interest paid.

8.  If the debtor of the receivable receives notification of a security right in the receivable from
the secured creditor, the debtor of the receivable is entitled to request the secured creditor to provide
within a reasonable period of time adequate proof of its security right and, if the security right is
created in favour of a secured creditor by the initial or any other secured creditor, adequate proof of
the security right created by the initial grantor in favour of the initial secured creditor, and of any
intermediate security right. Unless the secured creditor does so, the debtor of the receivable is
discharged by paying in accordance with this article as if it had not received notification of the
security right.

9.  Adequate proof of a security right referred to in paragraph 8 includes but is not limited to any
writing emanating from the grantor and indicating that a security right has been created.

10. This article does not affect any other ground on which payment by the debtor of the receivable
to the person entitled to payment or to a competent court discharges the debtor of the receivable.



Article 64. Defences and rights of set-off of the debtor of the receivable

1. Unless otherwise agreed in accordance with article 65, in a claim by the secured creditor
against the debtor of the receivable for payment of the encumbered receivable, the debtor of the
receivable may raise against the secured creditor:

(a) Inthe case of areceivable arising from a contract, all defences and rights of set-off arising
from that contract, or any other contract that was part of the same transaction, of which the debtor
of the receivable could avail itself as if the security right had not been created and the claim were
made by the grantor; and

(b) Any other right of set-off that was available to the debtor of the receivable at the time it
received notification of the security right.

2.  Notwithstanding paragraph 1, the debtor of the receivable may not raise a breach of an
agreement referred to in article 13, paragraph 2, as a defence or right of set-off against the grantor.
Article 65. Agreement not to raise defences or rights of set-off

1.  Subject to paragraph 3, the debtor of the receivable may agree with the grantor in a writing
signed by the debtor of the receivable not to raise against the secured creditor the defences and
rights of set-off that it could raise in accordance with article 64.

2. The agreement referred to in paragraph 1 may be modified only by an agreement in a writing
signed by the debtor of the receivable. The effectiveness of such a modification against the secured
creditor is determined by article 66, paragraph 2.

3. The debtor of the receivable may not waive defences arising from fraudulent acts on the part
of the secured creditor or based on the incapacity of the debtor of the receivable.
Article 66. Modification of the contract giving rise to a receivable

1.  Inthe case of a receivable arising from a contract, an agreement concluded before notification
of a security right in a receivable between the grantor and the debtor of the receivable that affects
the secured creditor’s rights is effective as against the secured creditor, and the secured creditor
acquires corresponding rights.

2. Anagreement under paragraph 1 concluded after notification of a security right in a receivable
is ineffective against the secured creditor unless:

(a) The secured creditor consents to it; or

(b) The receivable is not fully earned by performance and either the modification is provided
for in the contract giving rise to the receivable or, in the context of that contract, a reasonable secured
creditor would consent to the modification.

3. Paragraphs 1 and 2 do not affect any right of the grantor or the secured creditor arising from
breach of an agreement between them.

Article 67. Recovery of payments

The failure of the grantor of a security right in a receivable arising from a contract to perform
that contract does not entitle the debtor of the receivable to recover from the secured creditor a sum
paid by the debtor of the receivable to the grantor or the secured creditor.

PART II : Negotiable instruments

Article 68. Rights as against the obligor under a negotiable instrument

The rights of a secured creditor that has a security right in a negotiable instrument as against
any person obligated on the negotiable instrument are determined by the Law of Commerce.



PART III : Rights to payment of funds credited to a bank account

Article 69. Rights as against the deposit-taking institution

1.  The creation of a security right in a right to payment of funds credited to a bank account
maintained with a deposit-taking institution does not:

(a) Affect the rights and obligations of the deposit-taking institution without its consent; or

(b) Obligate the deposit-taking institution to provide any information about the bank account
to third parties.

2. Any rights of set-off that a deposit-taking institution, with which a bank account is maintained,
may have are not affected by any security right that the deposit-taking institution may have in a
right to payment of funds credited to that bank account.

PART IV : Negotiable documents and tangible assets covered
by negotiable documents

Article 70. Rights as against the issuer of a negotiable document

The rights of a secured creditor that has a security right in a negotiable document as against
the issuer of the document or any other person obligated on the document are determined by the
Law of Commerce.

PART V: Non-intermediated securities

Article 71. Rights as against the issuer of a non-intermediated security

The rights of a secured creditor that has a security right in non-intermediated securities as
against the issuer of the securities are determined by the Law of Commerce.

Chapter VII. Enforcement of a security right

PART I : General rules

Article 72. Post-default rights
1.  After default, the grantor and the secured creditor are entitled to exercise:
(a) Any right under the provisions of this chapter; and

(b) Any other right provided in the security agreement or any other law, except to the extent
it is inconsistent with the provisions of this Law.

2. The exercise of one post-default right does not prevent the exercise of another post-default
right, except to the extent that the exercise of one right makes the exercise of another right
impossible.

3.  Before default, the grantor or the debtor may not waive unilaterally or vary by agreement any
of its rights under the provisions of this chapter.

Article 73. Methods of exercising post-default rights

1.  The secured creditor may exercise its post-default rights by application to court or without
such an application.

2. Anapplication made to the court under paragraph 1 shall be considered in accordance with the
provisions of this chapter and the Commercial Procedural Law to the extent that is not repugnant to
the provisions of this chapter.

3. The exercise of the secured creditor’s post-default rights without application to the court is
determined by the provisions of this chapter.



Article 74. Relief for non-compliance

1. If without applying to the court the secured creditor initiates, or attempts to initiate, his or her
enforcement rights provided under this chapter in a manner that is inconsistent with the provisions
of this chapter, then upon an application by the grantor, the debtor or any other person with a right
in the encumbered asset, the presiding judge of the High Civil Court may order the enforcement
proceedings to be subject to the oversight and supervision of the Enforcement Court.

2. Where there are sufficient indications that the secured creditor is exercising his or her
enforcement rights, with respect to the encumbered asset, under the provisions of this chapter
in a manner likely to cause irreparable harm to the grantor, debtor or any other person with a
right over the encumbered asset, the presiding judge of the High Civil Court may upon an
application by any of the foregoing:

(a) Restrain the secured creditor from exercising his or her enforcement rights under this
chapter for the period that the court may determine, or make the exercise of these rights
subject to the conditions that it may deem appropriate provided that these are not
inconsistent with the provisions of this chapter; or

(b) Order the enforcement proceedings to be subject to the oversight and supervision of the
Enforcement Court at the expense of the secured creditor provided such cost shall be
deemed enforcement expenses.

3. The presiding judge of the High Civil Court shall rule decide an application made in accordance
with paragraph 1 or 2 within two (2) business days of its submission. The ruling may be appealed
within two (2) business days after it has been rendered to the presiding judge of the High Civil
Appeal Court who shall rule on the matter within two (2) business days thereafter.

Article 75. Right to terminate enforcement

1.  The grantor, debtor or any other person with a right in the encumbered asset is entitled to
terminate the enforcement process by paying or otherwise performing the secured obligation in full,
including the reasonable cost of enforcement incurred by the secured creditor.

2. The right of termination under paragraph 1 may be exercised until the earlier of:

(a) The sale or other disposition, the acquisition or the collection of the encumbered asset
by the secured creditor; and

(b) The conclusion of an agreement by the secured creditor for the sale or other disposition
of the encumbered asset.

3. Where the secured creditor has leased or licensed the encumbered asset to a third party, the
right of termination may still be exercised subject to the rights of the lessee or licensee.

Article 76. Right of a higher-ranking
secured creditor to take over enforcement

1. Notwithstanding commencement of enforcement by another creditor, a secured creditor whose
security right has priority over that of the enforcing creditor is entitled to take over enforcement at
any time before the earlier of:

(a) The sale or other disposition, acquisition or collection of an encumbered asset or part
thereof by the enforcing creditor; and

(b) The conclusion of an agreement by that creditor for the sale or other disposition of an
encumbered asset or part thereof.

2. The right of the higher-ranking secured creditor to take over enforcement in accordance with
paragraph 1 includes the right to enforce by any method available to a secured creditor under this
Law.

Article 77. Right of the secured creditor
to obtain possession of an encumbered asset



1. Subject to the rights of a person, including a lessee or licensee, with a superior right to
possession, the secured creditor is entitled to obtain possession of an encumbered asset after default
either by applying, or without applying to the court, subject to provisions of this article.

2. The secured creditor may obtain possession of the encumbered asset by applying to the
presiding judge of the High Civil Court. The secured creditor may request in his application that the
encumbered asset be placed in the custody of a third party. The presiding judge of the High Civil
Court shall decide the application within two (2) business days of its submission. The decision may
be appealed within two (2) business days after it has been rendered and the presiding judge of the
High Appeal Court shall decide on the appeal within two (2) business days thereafter.

3. The secured creditor may take possession of the encumbered asset without applying to the
court where all of the following conditions are satisfied:

(a) The grantor has consented in writing to the secured creditor obtaining possession without
applying to the court;

(b) The secured creditor has given the grantor and any person in possession of the
encumbered asset notice of default and of the secured creditor’s intent to obtain possession within
the period it may specify which may not be less than five (5) business days following receipt of the
notice; and

(c) At the time the secured creditor attempts to obtain possession of the encumbered asset,
the person in possession of the encumbered asset does not object.

4.  The notice referred to in paragraph 3 (b) need not be given if the encumbered asset is perishable
or may decline in value speedily.

5. asecured creditor may not take possession of the encumbered asset if it is in the possession of
a higher ranking secured creditor.

Article 78. Right of the secured creditor to dispose of an encumbered asset

1. After default, the secured creditor is entitled to sell or otherwise dispose of, lease or license
an encumbered asset either by applying or without applying to the court subject to the provisions of
this article.

2. The secured creditor may dispose of an encumbered asset by applying to the presiding judge
of the High Civil Court in accordance with the procedure specified in a regulation issued by the
competent Minister responsible for justice affairs after approval of the Supreme Judicial Council
and in such regulation it shall be prescribed all aspects related to the method, manner, place of the
sale or other disposition, lease or licence of the encumbered asset together with all related aspects.
The application shall be decided with two (2) business days of its submission and the decision may
be appealed within two (2) business days after it has been rendered and the presiding judge of the
High Civil Appeal Court shall rule on the appeal within two (2) business days thereafter.

3. If the secured creditor decides to exercise the right provided in paragraph 1 without applying
to the court, the secured creditor may select the method, manner, time, place and other aspects of
the sale or other disposition, lease or licence, including whether to sell or otherwise dispose of, lease
or license encumbered assets individually, in groups or altogether.

4.  If the secured creditor decides to exercise the right provided in paragraph 1 without applying
to the court, the secured creditor must give notice of its intention to:

(a) The grantor and the debtor;

(b) Any person with a right in the encumbered asset that informs the secured creditor of that
right in writing at least two (2) business days before the notice is sent to the grantor;

(c) Any other secured creditor that registered a notice with respect to a security right in the
encumbered asset at least two (2) business days before the notice is sent to the grantor; and

(d) Any other secured creditor that was in possession of the encumbered asset when the
enforcing secured creditor took possession.



5. The notice referred to in paragraph 4 must be given at least three (3) business days before the
sale or other disposition, lease or licence takes place and must contain:

(a) A description of the encumbered assets;

(b) A statement of the amount required at the time the notice is given to satisfy the secured
obligation, including interest and the reasonable cost of enforcement;

(c) A statement that the grantor, debtor or any other person with a right in the encumbered
asset is entitled to terminate the enforcement process as provided in article 75; and

(d) A statement of the date after which the encumbered asset will be sold or otherwise
disposed of, leased or licensed, or, in the case of a public disposition, the time, place and manner of
the intended disposition.

6.  The notice referred to in paragraph 4 must be in the language of the security agreement or such
other language that is reasonably expected to inform the recipient about its content.

7.  The notice referred to in paragraph 4 need not be given if the encumbered asset is perishable,
may decline in value speedily or is of a kind sold on a recognized market.

8. Where the encumbered asses is made up of units or sets, the secured creditor shall have the right
to decide on specific part of the encumbered asset to be disposed of. In all events, the encumbered
assets that are to be disposed of may not exceed what is necessary to cover the secured obligations
and reasonable enforcement expenses.

9. Upon an application by the secured creditor or the grantor, the Enforcement Court may
authorise, subject to the conditions it deems appropriate the encumbered asset to be repaired,
maintained, improved or be prepared to be disposed of and such reasonable expenses shall be
deemed part of the cost of enforcement. The court may in this regard seek the assistance of experts.
The application shall be decided with two (2) business days of its submission and the decision may
be appealed within two (2) business days after it has been rendered and the presiding judge of the
High Civil Court shall rule on the appeal within two (2) business days thereafter.

10. For the purposes of article (4):

(a) Adisposition of an encumbered asset is commercially reasonable if it is made in conformity
with reasonable commercial practices amongst dealers in types of asset of the same kind as
the encumbered asset;

(b) A disposition of an encumbered asset is not commercially unreasonable merely because a
higher price could have been obtained by a disposition at a different time or place, or by a
different method; and

(c) If a method of disposition of an encumbered asset has been approved by the court, it is
deemed to be commercially reasonable, but no such approval is required under this Law.

Article 79. Distribution of the proceeds of a disposition
of an encumbered asset and debtor’s liability for any deficiency

1. If the secured creditor decides to exercise the right provided in article 78 by applying to the
court, the distribution of the proceeds of sale or other disposition of, lease or licence of an
encumbered asset is determined by relevant laws, but in accordance with the provisions of this Law
on priority.

2. If the secured creditor decides to exercise the right provided in article 78 without applying to
the court:

(a) Subject to article 36, the enforcing secured creditor must apply the proceeds of its
enforcement to the secured obligation after deducting the reasonable cost of enforcement;

(b) Except as provided in sub-paragraph (c), the enforcing secured creditor must pay any
surplus remaining to any subordinate competing claimant that, prior to any distribution of the
surplus, notified the enforcing secured creditor of its claim, to the extent of the amount of that claim,
and remit any balance remaining to the grantor; and



(c) Whether or not there is any dispute as to the entitlement or priority of any competing
claimant under this Law, the enforcing secured creditor may pay the surplus to the court for
distribution in accordance with the provisions of this Law on priority.

3. The debtor remains liable for any amount owing after application of the net proceeds of
enforcement to the secured obligation.

Article 80. Right to propose the acquisition
of an encumbered asset by the secured creditor

1.  After default, the secured creditor may propose in writing to acquire any of the encumbered
assets in total or partial satisfaction of the secured obligation.

2. The secured creditor must send the proposal referred to under paragraph 1 to:
(a) The grantor and the debtor;

(b) Any person with a right in the encumbered asset that informs the secured creditor of that
right in writing, at least three (3) business days before the proposal is sent to the grantor;

(c) Any other secured creditor that registered a notice with respect to a security right in the
encumbered asset at least three (3) business days before the proposal is sent to the grantor; and

(d) Any other secured creditor that was in possession of the encumbered asset when the
secured creditor took possession.

3. The proposal referred to under paragraph 1 must include:

(a) A statement of the amount required at the time the proposal is given to satisfy the secured
obligation, including interest and the reasonable cost of enforcement, and the amount of the secured
obligation that is proposed to be satisfied;

(b) A statement that the secured creditor proposes to acquire the encumbered asset described
in the proposal in total or partial satisfaction of the secured obligation;

(c) A statement that the grantor, any other person with a right in the encumbered asset or the
debtor is entitled to terminate the enforcement as provided in article 75;

(d) Astatement of the date after which the secured creditor will acquire the encumbered asset
subject to paragraph 4 and 5.

4.  The secured creditor that has made a proposal for the acquisition of an encumbered asset in
full satisfaction of the secured obligation acquires the encumbered asset, unless it receives an
objection in writing from any person entitled to receive the proposal under paragraph 2 within five
(5) business days after the proposal is received by that person.

5. The secured creditor that has made a proposal for the acquisition of the encumbered asset in
partial satisfaction of the secured obligation acquires the encumbered asset, only if it receives the
consent in writing of all persons entitled to receive the proposal under paragraph 2 within five (5)
business days after the proposal is received by each of them.

6. The grantor may request the secured creditor to make a proposal under paragraph 1 and, if the
secured creditor accepts the grantor’s request, it must proceed as provided in paragraphs 1-5.

Article 81. Rights acquired in an encumbered asset

1. If the secured creditor sells or otherwise disposes of an encumbered asset by applying to the
court, the buyer or other transferee acquires the asset free of any rights.

2. Ifthe secured creditor leases or licenses an encumbered asset by applying to the court, a lessee
or licensee is entitled to the benefit of the lease or licence during its term.

3. If the secured creditor sells or otherwise disposes of an encumbered asset without applying to
the court, the buyer or other transferee acquires the grantor’s right in the asset free of the rights of
the enforcing secured creditor and any competing claimant, except rights that have priority over the
right of the enforcing secured creditor.

4.  If the secured creditor leases or licenses an encumbered asset without applying to the Court of
Enforcement, the lessee or licensee is entitled to the benefit of the lease or licence during its term,
except as against creditors with rights that have priority over the right of the enforcing secured
creditor.



5. If the secured creditor sells or otherwise disposes of, leases or licenses the encumbered asset
not in compliance with the provisions of this chapter, the buyer or other transferee, lessee or licensee
of the encumbered asset acquires the rights or benefits described in paragraphs 3 and 4, provided
that it had no knowledge of a violation of the provisions of this chapter that materially prejudiced
the rights of the grantor or another person.

PART II:  Asset-specific rules

Article 82. Collection of payment

1. After default, the secured creditor with a security right in a receivable, negotiable instrument,
right to payment of funds credited to a bank account or
non-intermediated security is entitled to collect payment from the debtor of the receivable, obligor
under the negotiable instrument, deposit-taking institution or issuer of the non-intermediated
security as the case may be.

2. The secured creditor may exercise the right to collect under paragraph 1 before default if the
grantor consents.

3. The secured creditor exercising the right to collect under paragraph 1 or 2 is also entitled to
enforce any personal or property right that secures or supports payment of the encumbered asset.

4.  If a security right in a right to payment of funds credited to a bank account has been made
effective against third parties by registration of a notice, the secured creditor is entitled to collect or
otherwise enforce its security right only pursuant to an order of a competent court, unless the
deposit-taking institution agrees otherwise.

5. The right of the secured creditor to collect under paragraphs 1 to 4 is subject to articles 61-71.

Article 83. Collection of payment of an outright transferee of a receivable

1. In the case of an outright transfer of a receivable by agreement, the transferee is entitled to
collect the receivable at any time after payment becomes due.

2. The transferee exercising the right to collect under paragraph 1 is also entitled to enforce any
personal or property right that secures or supports payment of the receivable.

3.  The right of the transferee to collect under paragraphs 1 and 2 is subject to articles 61-71.

Chapter VIII. Conflict of laws

PART I1: General rules

Article 84. Mutual rights and obligations
of the grantor and the secured creditor

The law applicable to the mutual rights and obligations of the grantor and the secured creditor
arising from their security agreement is the law chosen by them and, in the absence of a choice of
law, the law governing the security agreement.

Article 85. Security rights in tangible assets

1.  Except as provided in paragraphs 2 to 4 and article 100, the law applicable to the creation,
effectiveness against third parties and priority of a security right in a tangible asset is the law of the
State in which the asset is located.

2. The law applicable to the priority of a security right in a tangible asset covered by a negotiable
document made effective against third parties by possession of the document as against the right of
a competing claimant is the law of the State in which the document is located.

3. The law applicable to the creation, third-party effectiveness and priority of a security right in
a tangible asset of a type ordinarily used in more than one State is the law of the State in which the
grantor is located.

4. A security right in a tangible asset that is in transit at the time of its putative creation or
intended to be relocated to a State other than the State in which it is located at that time may also
be created and made effective against third parties under the law of the State of the asset’s ultimate



destination, provided that the asset reaches that State within forty five (45) days after the time of
the putative creation of the security right.
Article 86. Security rights in intangible assets

Except as provided in articles 87 and 97-100, the law applicable to the creation, effectiveness
against third parties and priority of a security right in an intangible asset is the law of the State in
which the grantor is located.

Article 87. Security rights in receivables relating to immovable property

Notwithstanding article 86, in the case of a security right in a receivable that either arises from
the sale or lease of immovable property or is secured by immovable property, the law applicable to
the priority of the security right in the receivable as against the right of a competing claimant that
is registrable in the immovable property registry in which rights in the relevant immovable may be
registered is the law of the State under whose authority the immovable property registry is
maintained.

Article 88. Enforcement of security rights

The law applicable to issues relating to the enforcement of a security right in:

(a) A tangible asset is the law of the State in which the asset is located at the time of
commencement of enforcement, except as provided in article 100; and

(b) An intangible asset is the law applicable to the priority of the security right, except as
provided in articles 97, 99 and 100.
Article 89. Security rights in proceeds

1.  The law applicable to the creation of a security right in proceeds is the law applicable to the
creation of the security right in the original encumbered asset from which the proceeds arose.

2. The law applicable to the third-party effectiveness and priority of a security right in proceeds
is the law applicable to the third-party effectiveness and priority

of a security right in an original encumbered asset of the same kind as the proceeds.

Article 90. Meaning of “location” of the grantor
For the purposes of the provisions of this chapter, the grantor is located:
(a) In the State in which it has its place of business;

(b) If the grantor has a place of business in more than one State, in the State in which the
central administration of the grantor is exercised; and

(c) If the grantor does not have a place of business, in the State in which the grantor has his
or her habitual residence.

Article 91. Relevant time for determining location

1. Except as provided in paragraph 2, references to the location of the encumbered asset or of the
grantor in the provisions of this chapter refer:

(a) For creation issues, to the location at the time of the putative creation of the security
right; and

(b) For third-party effectiveness and priority issues, to the location at the time when the issue
arises.

2. If the right of a secured creditor in an encumbered asset is created and made effective against
third parties and the rights of all competing claimants are established before a change in the location
of the asset or the grantor, references in the provisions of this chapter to the location of the asset or
of the grantor refer, with respect to third-party effectiveness and priority issues, to the location prior
to the change.

Article 92. Exclusion of renvoi



A reference in the provisions of this chapter to “the law” of a State as the law applicable to an
issue refers to the law in force in that State other than its rules of private international law.

Article 93. Overriding mandatory rules and public policy (ordre public)

1.  The provisions of this chapter do not prevent a court from applying overriding mandatory
provisions of the law of the forum that apply irrespective of the law applicable under the provisions
of this chapter.

2.  The law of the forum determines when a court may or must apply or take into account
overriding mandatory provisions of another law.

3. A court may exclude the application of a provision of the law applicable under the provisions
of this chapter only if and to the extent that the result of its application would be manifestly
incompatible with fundamental notions of public policy (ordre public) of the forum.

4.  The law of the forum determines when a court may or must apply or take into account the
public policy (ordre public) of a State other than the State the law of which would be applicable
under the provisions of this chapter.

5. This article does not prevent an arbitral tribunal from applying or taking into account public
policy (ordre public), or from applying or taking into account overriding mandatory provisions of a
law other than the law applicable under the provisions of this chapter, if the arbitral tribunal is
required or entitled to do so.

6.  This article does not permit a court to displace the provisions of this chapter dealing with the
law applicable to the third-party effectiveness and priority of a security right.
Article 94. Impact of commencement of insolvency

proceedings on the law applicable to a security right

The commencement of insolvency proceedings in respect of the grantor does not displace the
law applicable to a security right under the provisions of this chapter.

Article 95. Multi-unit States

If the law applicable to an issue is the law of a State that comprises one or more territorial
units each of which has its own rules of law in respect of that issue:

(a) Any reference in the provisions of this chapter to the law of a State means the law in
force in the relevant territorial unit; and

(b) The internal conflict-of-laws rules of that State, or in the absence of such rules, of that
territorial unit determine the relevant territorial unit whose substantive law is to apply.

PART II :  Asset-specific rules

Article 96. Rights and obligations between
third-party obligors and secured creditors

The law governing the rights and obligations between a debtor of a receivable, an obligor under
a negotiable instrument or an issuer of a negotiable document and the grantor of a security right in
that type of asset also is the law applicable to:

(a) The rights and obligations between the secured creditor and the debtor, obligor or issuer;

(b) The conditions under which the security right may be invoked against the debtor, obligor
or issuer, including whether an agreement limiting the grantor’s right to create a security right may
be asserted by the debtor, obligor or issuer; and

(c) Whether the obligations of the debtor, obligor or issuer have been discharged.

Article 97. Security rights in rights to
payment of funds credited to a bank account

1. Subject to article 98, the law applicable to the creation, effectiveness against third parties,
priority and enforcement of a security right in a right to payment of funds credited to a bank account,
as well as to the rights and obligations between the deposit-taking institution and the secured



creditor, is the law of the State in which the deposit-taking institution maintaining the account has
its place of business.

2. If the deposit-taking institution has places of business in more than one State, the law
applicable is the law of the State in which the office maintaining the account is located.

Article 98. Third-party effectiveness of a security
right in certain types of asset by registration

If the law of the State in which a grantor is located recognizes registration of a notice as a
method for achieving effectiveness against third parties of a security right in a negotiable instrument,
negotiable document, right to payment of funds credited to a bank account or certificated non-
intermediated security, the law of that State also is the law applicable to the third-party effectiveness
of the security right in that asset by registration.

Article 99. Security rights in intellectual property

1.  The law applicable to the creation, effectiveness against third parties and priority of a security
right in intellectual property is the law of the State in which the intellectual property is protected.

2. Asecurity right in intellectual property may also be created under the law of the State in which
the grantor is located and may also be made effective under that law against third parties other than
another secured creditor, a transferee or a licensee.

3.  The law applicable to the enforcement of a security right in intellectual property is the law of
the State in which the grantor is located.
Article 100. Security rights in non-intermediated securities

1.  The law applicable to the creation, effectiveness against third parties, priority and enforcement
of a security right in non-intermediated equity securities, as well as to its effectiveness against the
issuer, is the law under which the issuer is constituted.

2. The law applicable to the creation, effectiveness against third parties, priority and enforcement
of a security right in non-intermediated debt securities, as well as to its effectiveness against the
issuer, is the law governing the securities.

Chapter IX. Transition

Article 101. Amendment and repeal of other laws

1.  Articles 1021 to 1032 of the Civil Law, Articles 136 to 147 of the Law of Commerce and any
provision in any other law that is inconsistent with the provisions of this Law are repealed.

Article 102. General applicability of this Law
1. For the purposes of the provisions of this chapter:

(a) “Prior law” means the applicable law that applied to prior security rights immediately
before the entry into force of this Law; and

(b) “Prior security right” means a right created by an agreement entered into before the entry
into force of this Law that is a security right within the meaning of this Law and to which this Law
would have applied if it had been in force when the right was created.

2. Except as otherwise provided in this chapter, this Law applies to all security rights, including
prior security rights within its scope.



Article 103. Applicability of prior law to matters that are the subject of proceedings
commenced before the entry into force of this Law

1.  Subject to paragraph 2, prior law applies to a matter that is the subject of proceedings before
a court or arbitral tribunal commenced before the entry into force of this Law.

2. If any step has been taken to enforce a prior security right before the entry into force of this
Law, enforcement may continue under prior law or may proceed under this Law.

Article 104. Applicability of prior law to the
creation of a prior security right

1.  Prior law determines whether a prior security right was created.

2. A prior security right remains effective between the parties notwithstanding that its creation
did not comply with the creation requirements of this Law.

Article 105. Transitional rules for determining
the third-party effectiveness of a prior security right

1. A prior security right that was effective against third parties under prior law at the time this
Law entered into force continues to be effective against third parties under this Law until the earlier
of:

(a) The time it would have ceased to be effective against third parties under prior law; and
(b) The expiration of ninety (9) days after the entry into force of this Law.

2. If the third-party effectiveness requirements of this Law are satisfied before the third-party
effectiveness of a prior security right ceases in accordance with paragraph 1, the prior security right
continues to be effective against third parties under this Law from the time when it was made
effective against third parties under prior law.

3.  Ifthe third-party effectiveness requirements of this Law are not satisfied before the third-party
effectiveness of a prior security right ceases in accordance with paragraph 1, the prior security right
is effective against third parties only from the time it is made effective against third parties under
this Law.

4. A written agreement between a grantor and a secured creditor creating a prior security right is
sufficient to constitute authorization by the grantor for the registration of a notice covering the assets
described in that agreement under this Law.

5. If a prior security right referred to in paragraph 2 was made effective against third parties by
the registration of a notice under prior law, the time of registration under prior law is the time to be
used for the purposes of applying the priority rules of this Law that refer to the time of registration
of a notice of a security right.

Article 106. Application of prior law to the priority of a prior security
right as against the rights of competing claimants arising under prior law

1. The priority of a prior security right as against the rights of a competing claimant is determined
by prior law if:

(a) The security right and the rights of all competing claimants arose before the entry into
force of this Law; and

(b) The priority status of none of these rights has changed since the entry into force of this
Law.

2. For the purposes of paragraph 1 (b), the priority status of a prior security right has changed
only if:

(a) It was effective against third parties when this Law entered into force but ceased to be
effective against third parties pursuant to this Law; or

(b) It was not effective against third parties under prior law when this Law entered into force,
and only became effective against third parties under this Law.

Article 107. Entry into force of this Law



The Prime Minister and the Ministers - each in his respective capacity - shall implement the
provisions of this Law, which shall enter into effect ninety (90) days following the date of its
publication in the Official Gazette.

Registry Annex

PART 1 : General rules

Article 1. Provisions of this Annex
The provisions of this Annex shall constitute an integral part of this Law.

Article 2. Grantor’s authorization for registration

1.  Registration of an initial notice with respect to a security right in an asset of a grantor is
ineffective unless authorized by that grantor in writing.

2. Registration of an amendment notice that adds encumbered assets or increases the maximum
amount for which the security right may be enforced or extends the period of effectiveness of the
registration of a notice is ineffective unless authorized by the grantor in writing.

3.  Rregistration of an amendment notice that adds a grantor is ineffective unless authorized by
the additional grantor in writing.

4.  Authorization may be given before or after the registration of an initial or amendment notice.

5. A written security agreement is sufficient to constitute authorization by the grantor for the
registration of an initial or amendment notice covering an encumbered asset described in that
security agreement.

6. The Registry may not require evidence of the existence of the grantor’s authorization.

Article 3. One notice sufficient for multiple security rights
The registration of a single notice may relate to security rights created by the grantor in favour
of the secured creditor under one or more than one security agreement.
Article 4. Advance registration

A notice may be registered before the creation of a security right or the conclusion of a security
agreement to which the notice relates.

PART II:  Access to registry services

Article 5. Conditions for access to registry services
1.  Any person may submit a notice to the Registry, if that person meets the following conditions:
(a) Uses the notice form prescribed by the Registry for this purpose;
(b) Identifies itself in the manner prescribed by the Registry; and
(c) pays the fee prescribed in accordance with Article 33 of the provisions of this Annex..

2. A person may submit an amendment or cancellation notice if that person also satisfies the
requirements of paragraph 1 of this Article and the secure access requirements specified pursuant to
the regulation referred to under paragraph 5.

3.  Any person may submit a search request to the Registry if that person meets the following
conditions:

(a) Uses the search request form prescribed by the Registry; and
(b) pays the fee prescribed in accordance with Article 33 of the provisions of this Annex.

4.  If access to registry services is refused, the Registry must notify the reason to the registrant or
searcher without delay.



5. The submission of an application for registration, a requests for search and payment of fees shall
be made by electronic means, and the access to the Registry services shall be subject to such terms
and conditions, as the competent authority may specify in a regulation issued pursuant to this Law.

Article 6. Rejection of the registration of a notice or a search request
1.  The Registry must reject the registration if:

(a) A notice if no information is entered in one of the mandatory designated fields or if
information entered in one of the mandatory designated fields is illegible; or

(b) An amendment notice to extend the period of effectiveness of the registration of a notice if it
is not submitted within the period referred to in article 14, paragraph 2, of these Provisions.

2. The Registry must reject a search request if no information is entered in one of the fields
designated for entering a search criterion or if information entered in one of the fields designated
for entering a search criterion is illegible.

3. Except as provided in paragraph 1 and 2, the Registry may not reject the registration of a notice
or a search request.

4.  Ifthe registration of a notice or a search request is rejected, the Registry must notify the reason

to the registrant or searcher without delay.

Article 7. Information about the registrant’s identity and scrutiny
of the form or contents of a notice or search request by the Registry

1.  The Registry must maintain information about a registrant’s identity submitted in accordance
with article 5, paragraph 1 (b), of these Provisions, and must, upon request, provide that information
to the person identified in a registered notice as the grantor.

2. The Registry may not require verification of the information about a registrant’s identity
submitted in accordance with article 5, paragraph 1 (b), of these Provisions.

3.  The Registry may not scrutinize the form or content of a notice or a search request other than
to the extent authorized in articles 5 and 6 of these Provisions.

PART III : Registration of a notice

Article 8. Information required in an initial notice
An initial notice must contain the following information in the relevant designated field:
(a) The identifier and address of the grantor in accordance with article 9 of these Provisions;

(b) The identifier and address of the secured creditor or its representative in accordance with
article 10 of these Provisions;

(¢) Adescription of the encumbered assets in accordance with article 11 of these Provisions;
and

(d) A statement of the maximum amount for which the security right may be enforced.

Article 9. Grantor identifier

1. Where the person to be identified in an initial or amendment notice as the grantor is a natural
person, the grantor’s identifier is:

(a) Ifthe grantor is a Bahraini national, the full name of that person as it appears in his or her
Bahraini Identity Card together with his or her Central Population Registration Number;

(b) If the grantor is not a Bahraini national but resident in the Kingdom, the full name of that
person as it appears in his or her Bahraini Identity Card, his or her Central Population
Registration Number, his or her nationality, and passport number together with its date of
issue, date of expiry and the issuing state; and



(c) If the grantor is not a Bahraini national or resident in the Kingdom: the full name of that
person as it appears in his or her passport, nationality, and passport number together with
its date of issue, date of expiry and the issuing state.

Where the person to be identified in an initial or amendment notice as the grantor is a legal
person, the grantor identifier is:

(a) Ifthe grantor is a Commercial Company or Sole Proprietorship domiciled in the Kingdom
or a Bahraini branch of a foreign company, the full name as it appears in the Commercial
Register together with its Commercial Registration Number;

(b) If the grantor is a Bahraini legal person that is not a Commercial Company or a Sole
Proprietorship, the full official name of the person or the full name and license number as
it appears in its license; and

(c) Ifthe grantor is incorporated or organized outside the Kingdom, the full name, registration
or license number as it appears in its incorporation or license number together with its state
of domicile.

The initial notice or amendment notice must include the grantor’s capacity where it is a trustee,
legal representative of a minor or estate of a deceased person, judicial custodian or an
insolvency administrator.

The grantor shall notify the secured creditor in writing without delay if any component of the
grantor’s identifier as entered in the initial notice is legally changed. If the name of the grantor
changes in accordance with change-of-name law applicable by virtue of the private
international law rules of the relevant forum, from and after the effective date of the change
the identifier of the grantor as of the effective date of the change is the name of the grantor as
changed.

Article 10. Secured creditor identifier

Where the person to be identified in an initial or amendment notice as the secured creditor is
a natural person, the secured creditor’s identifier is:

(a) Ifthe secured creditor is a Bahraini national, the full name of that person as it appears in
his or her Bahraini Identity Card together with his or her Central Population Registration
Number;

(b) If the secured creditor is not a Bahraini national but resident in the Kingdom, the full
name of that person as it appears in his or her Bahraini Identity Card, his or her Central
Population Registration Number, his or her nationality, and passport number together
with its date of issue, date of expiry and the issuing state; and

(c) If the secured creditor is not a Bahraini national and not resident in the Kingdom, the
full name of that person as it appears in his or her passport, nationality, and passport
number together with its date of issue, date of expiry and the issuing state.

Where the person to be identified in an initial or amendment notice as the secured creditor is
a legal person, the secured creditor identifier is:

(a) If the secured creditor is a Commercial Company or Sole Proprietorship domiciled in
the Kingdom or a Bahraini branch of a foreign company, the full name as it appears in
the Commercial Register together with its Commercial Registration Number;

(b) If the secured creditor is a Bahraini legal person that is not a Commercial Company or a
Sole Proprietorship, the full official name of the person or the full name and license
number as it appears in its license; and

(c)  If the secured creditor is incorporated or organized outside the Kingdom, the full name,
registration or license number as it appears in its incorporation or license number
together with its state of domicile.



3. The initial notice or amendment notice must include the secured creditor’s capacity where it
is a trustee, legal representative of a minor or estate of a deceased person, judicial custodian
or an insolvency administrator.

Article 11. Description of encumbered assets

1.  The encumbered assets must be described in an initial or amendment notice in a manner that
reasonably allows their identification.

2. The requirements of paragraph 1 in respect of the description of the encumbered assets may
be satisfied by:

(a) A specific description of the encumbered assets; or

(b) A generic description of the encumbered assets, including a description by reference to all of
the grantor’s movable assets, or all of the grantor’s movable assets within a generic
category.

Article 12. Language of information in a notice

With the exception of the names and addresses of the grantor and the secured creditor or its
representative, the information contained in the notice must be expressed in Arabic and may in
addition be in English. In the event that there is a discrepancy between the Arabic and English
version, the Arabic version shall prevail.

Article 13. Time of effectiveness of the registration of a notice

1. The registration of an initial or amendment notice is effective from the date and time when the
information in the notice is entered into the register so that it is accessible to searchers of the public
register.

2. The Registry must enter information in an initial or amendment notice into the register without
delay after the notice is submitted and in the order in which each notice is submitted.

3.  The Registry must record the date and time when the information in an initial or amendment
notice is entered into the register so that it is accessible to searchers of the public register.

4. The registration of a cancellation notice is effective from the date and time when the
information in the notice to which it relates is no longer accessible to searchers of the public register.

5. The Registry must record the date and time when the information in the initial or amendment
notice to which a cancellation notice relates is no longer accessible to searchers of the public
register.

Article 14. Period of effectiveness of the registration of a notice

1.  The registration of an initial notice is effective for three (3) calendar years from the effective
date.

2. The period of effectiveness of the registration of an initial notice may be extended within four
(4) calendar months before its expiry by the registration of an amendment notice providing for an
extension.

3.  The period of effectiveness of the registration of an initial notice may be extended more than
once.

4.  The registration of an amendment notice in accordance with paragraph 2 extends the period of
effectiveness for the period referred to in paragraph 1 beginning from the time when the current
period would have expired if the amendment notice had not been registered.



Article 15. Obligation to send a copy of a registered notice

1.  Without delay after the registration of a notice, the Registry must send to the person identified
in the notice as the secured creditor at its address set out in the notice a copy of the information in
the registered notice, indicating:

(a) The date and time recorded by the Registry in accordance with article 13, paragraph 3,
of these Provisions; and

(b) The registration number assigned to the initial notice by the Registry in accordance with
article 28, paragraph 1, of these Provisions.

2. Within five (5) business days after the person identified in a registered notice as the secured
creditor receives a copy of the information in the notice in accordance with paragraph 1, that person
must send it to the person identified in the notice as the grantor:

(a) At the address set out in the notice; or

(b) If that person knows that the address has changed, at the most recent address if known
or reasonably available to that person.

3. The failure of a person to comply with its obligation in accordance with paragraph 2 does not
affect the effectiveness of the registration of the related notice.

4. A person that fails to comply with its obligation in accordance with
paragraph 2 is liable to the person identified in the notice as the grantor only for BD 100 and any
actual loss or damage proven to have resulted from that failure.

PART IV : Registration of an amendment or cancellation notice

Article 16. Right to register an amendment or cancellation notice

1.  Subject to paragraph 2, only the person identified in a registered initial notice as the secured
creditor may register an amendment or cancellation notice relating to that notice.

2. After registration of an amendment notice changing the person identified in an initial or
amendment notice as the secured creditor, only the person identified in the amendment notice as the
new secured creditor may register an amendment or cancellation notice.
Article 17. Information required in an amendment notice

1.  An amendment notice must contain in the relevant designated field:

(a) The registration number of the initial notice to which it relates; and

(b) The information to be added or changed.
2. An amendment notice may modify one or more than one item of information in the notice to

which it relates.

Article 18. Global amendment of secured creditor information

A person may register a single amendment notice to amend its identifier, its address or both in
multiple registered notices in which that person is identified as the secured creditor.

Article 19. Information required in a cancellation notice
A cancellation notice must contain in the relevant designated field the registration number of
the initial notice to which it relates.
Article 20. Compulsory registration of an amendment or cancellation notice

1. The secured creditor must register an amendment notice deleting encumbered assets described
in a registered notice if:

(a) The grantor has not authorized the registration of a notice in relation to those assets and
the secured creditor has been informed by the grantor that it will not authorize that registration;



(b) The security agreement to which the registered notice relates has been revised to release
those assets from the security right and the grantor has not otherwise authorized the registration of
a notice covering those assets; or

(c) The grantor authorized the registration of a notice covering those assets but the
authorization has been withdrawn and no security agreement covering those assets has been
concluded.

2.  The secured creditor must register an amendment notice reducing the maximum amount
specified in a registered notice if:

(a) The grantor has authorized the registration of a notice only in the reduced amount and
the secured creditor has been informed by the grantor that it will not authorize the registration of a
notice in the higher amount; or

(b) The security agreement to which the registered notice relates has been revised to reduce
the maximum amount specified in that agreement and the grantor has not otherwise authorized the
registration of a notice in that amount.

3. The secured creditor must register a cancellation notice if:
(a) The registration of the initial notice was not authorized by the grantor and:

(1) The secured creditor has been informed by the grantor that it will not authorize the
registration of the initial notice; or

(i1) The grantor requests the registration of the cancellation notice in accordance with
paragraph 5;

(b) The registration of the initial notice was authorized by the grantor but the authorization
has been withdrawn and no security agreement has been concluded; or

(¢) The security right to which the initial notice relates has been extinguished.

4. The secured creditor may not charge or accept a fee or expense for complying with its
obligation in accordance with paragraph 1(a), 1(c), 2(a), 3(a) or 3(b).

5. If the conditions set out in paragraph 1, 2 or 3 have been met, the grantor may request the
secured creditor in writing, reasonably identifying itself and the related initial or amendment notice
to register the appropriate amendment or cancellation notice. The secured creditor may not charge
or accept any fee or expense for complying with the grantor’s request.

6.  If the secured creditor does not comply with the grantor’s request made in accordance with
paragraph 5 within three (3) business after its receipt, the grantor may seek an order for the
registration of an amendment or cancellation notice by petitioning the Junior Civil Court.

7. Upon receipt of a true copy of a court order for the registration of an amendment or
cancellation notice, issued in accordance with paragraph 6, the Registry will register without delay
the amendment notice or cancellation notice as the case may be.

Article 21. Effectiveness of the registration of an amendment or
cancellation notice not authorized by the secured creditor

The registration of an amendment or cancellation notice is ineffective unless authorized by the person
entitled to register an amendment or cancellation notice in accordance with article 16 of these Provisions.



E. Searches

Article 22. Search criteria
A search of the public register may be conducted according to:
(a) The identifier of the grantor;
(b) The registration number of the initial notice; or

(c) Any other search criteria as the competent authority may specify in a regulation.

Article 23. Search results

1.  Upon submission of a search request, the Registry must provide a search result that indicates
the date and time when the search was performed and:

(a) Sets out all information in each registered notice that contains information
matching the search criterion exactly; or

(b) Indicates that no registered notice contains information matching the search
criterion exactly.

2. Upon request by a searcher, the Registry must issue an official search certificate setting out
the search result and certifying that it was issued by the Registry.

3. A written search result that purports to have been issued by the Registry is proof of its contents
in the absence of evidence to the contrary.

F. Errors and post-registration changes

Article 24. Registrant errors in required information

1. An error in the grantor identifier entered in an initial or amendment notice does not render the
registration of the notice ineffective if the information in the notice would be retrieved by a search
of the public register using the grantor’s correct identifier as the search criterion.

2. An error in the grantor identifier that renders the registration of a notice ineffective with
respect to that grantor in accordance with paragraph 1 does not render the registration of the notice
ineffective with respect to other grantors correctly identified in the notice.

3. Anerror in information required to be entered in an initial or amendment notice other than the
grantor’s identifier does not render the registration ineffective unless the error would seriously
mislead a reasonable searcher.

4.  An error in the description of an encumbered asset that renders the registration of a notice
ineffective with respect to that asset in accordance with paragraph 4 does not render the registration
of the notice ineffective with respect to other encumbered assets sufficiently described in the notice.

5. Notwithstanding paragraph 4, an error in the maximum amount stated in an initial or
amendment notice does not render the registration ineffective, but the priority of the security right
is limited to the maximum amount stated in the notice or in the security agreement, whichever is
lower.

Article 25. Post-registration change of grantor identifier

1. Subject to paragraphs 2 and 3, the third-party effectiveness and priority of a security right that
was made effective against third parties by registration of a notice are not affected by a change in
the identifier of the grantor after the notice is registered.



2. If the identifier of the grantor changes after a notice is registered, a competing security right
created by the grantor that was made effective against third parties after the change has priority over
the security right to which the notice relates, unless the security right to which the notice relates is
made effective against third parties by a method other than registration of a notice; or an amendment
notice disclosing the new identifier of the grantor is registered:

(a) Before the expiry of sixty (60) business days after the change; or

(b)  After the expiry of the period referred to in sub-paragraph 2(a) but before the competing
security right is made effective against third parties.

3. If the identifier of the grantor changes after a notice is registered, a buyer to whom the
encumbered asset is sold after the change acquires its rights free of the security right to which the
notice relates, unless it is made effective against third parties by a method other than registration of
a notice, or an amendment notice disclosing the new identifier of the grantor is registered:

(a)  Before the expiry of the period referred to in sub-paragraph 2(a); or

(b)  After the expiry of the period referred to in sub-paragraph 2(a) but before the buyer
acquires its rights in the asset.

Article 26. Post-registration sale of an encumbered asset

The third-party effectiveness and priority of a security right in an encumbered asset that is
made effective against third parties by registration of a notice are not affected by a sale of the asset
after the notice is registered to a buyer that acquires its rights subject to the security right under
article 34 of this Law.

G. Organization of the Registry and the register

Article 27. The registrar

A senior employee of the Competent administrative department shall be appointed having a
title of “the Registrar” to be responsible for the duties of the Registry in respect of organizing and
supervising the Register.

Article 28. Organization of information in the register

1.  The Registry must assign a registration number to an initial notice and organize the register so
that all registered amendment and cancellation notices that contain that number are associated
with the initial notice in the register.

2.  The Registry must organize the register so that the information in a registered initial notice
and in any associated registered notice can be retrieved as an exact match by a searcher of the
register that uses the correct identifier of the grantor as the search criterion

3. The Registry must organize the registry record so that a person may register a single amendment
notice to amend its identifier, address or both in multiple registered notices in which that person is
identified as the secured creditor.



Article 29. Integrity of information in the register

1.  Except as provided in articles 30 and 31 of these Provisions, the Registry may not amend or
remove information contained in a registered notice.

2. The Registry must preserve all information contained in the register and reconstruct the
register in the event of loss or damage.

Article 30. Removal of information from the public
register and archival

1.  The Registry must remove information in a registered notice from the public register upon the
expiry of the period of effectiveness of the registration of a notice in accordance with article 14 of
these Provisions.

2. Except as provided in paragraph 1, the Registry may not remove information contained in a
registered notice from the public register.

3.  The Registry must archive information removed from the public register in accordance with
paragraph 1 for fifteen (15) calendar years and place them in the archived register in a manner that
enables the information to be retrieved by the Registry in accordance with article 28 of these
Provisions.

Article 31. Correction of errors made by the Registry

1. Without delay after discovering that it erroncously removed from the public register
information contained in a registered notice, the Registry must restore the erroneously removed
information, and send a copy of the information in the registered notice to the person identified in the notice
as the secured creditor and in addition publish an alert in relation to the registered notice in respect of the
error identifying the information that were erroneously removed together with the time when it was removed
and restored.

2. The registration of a notice referred to in paragraph 1 is effective as of the time the
information in the notice becomes accessible to searchers of the public register.

3.  Notwithstanding paragraph 1, the security right to which the notice relates is subordinate to
the right of a competing claimant that acquired a right in the encumbered asset in reliance on a
search of the public register made before the notice was registered, provided the competing claimant
did not have knowledge of the erroneous removal of the information at the time it acquired its right.

Article 32. Limitation of liability of the Registry

The Registry, its employees and officers will not be liable for any loss or damage, caused to any person, by
an error or omission in the course of executing the Registry's duties unless the error or omission is the result
of gross negligence.

Article 33. Registry fees

A fee in the amount and categories to be specified in a regulation issued by the competent authority
subject to the prior approval of the council of Ministers shall be payable in respect of:

a. Registration of an initial notice,

b. Registration of amendments notice;
c. Registration of cancellation notice;
d. Search in the public register; and

e. Issuing official certificate, in respect of search results, referred to under 2 of Article 23 of
these Provisions.






