
1

Jurisdictional Q&A – Bahrain

2. What are the government regulators and 
agencies that play key roles in mergers and  
acquisitions?

The main regulators include the Ministry of  
Industry, Commerce and Tourism (“MOICT”) 
and the CBB. Other regulators may be involved 
depending on the relevant sector and activity  
exercised by the company in question.

3. Are hostile bids permitted? If so, are they 
common in your jurisdiction?

Our laws are silent on hostile bids. Hostile bids 
are not common in Bahrain.

4. What laws may restrict or regulate certain 
takeovers and mergers, if any? (For example, 
antimonopoly or national security legislation).

Reference is made to Law No. 31 of 2018  
promulgating the Competition Encouragement 
and Protection (the “CEP Law”) which requires 
obtaining a prior approval in the event where  
the merger could result in an economical  
concentration. Such prior approval shall be  
obtained from the Consumer Protection  
Directorate within the MOICT which is in 
charge of implementing the CEP Law. Our  
reading of the law indicates that a list of  
prohibited economic concentrations shall  
be issued and, to the best of our knowledge,  
the same is not yet published.

The MOICT regulates commercial activities 
under various ISIC4 Codes, some of which  
are open to foreign ownership while others  
are subject to certain restrictions.

Additional restrictions are provided under our 
response to question 14 herein below.

1. What are the key laws and regulations 
that govern mergers and acquisitions in your  
jurisdiction?

Mergers and acquisitions are generally  
governed by the Commercial Companies Law 
promulgated by virtue of Legislative Decree 
No. 21 of 2001 (the “CCL”). However, the  
Takeovers, Mergers and Acquisitions Module 
(“TMA Module”) issued as part of Rulebook  
Volume 6 (Capital Markets) of the set of  
Rulebooks issued by the Central Bank  
of Bahrain (the “CBB”) shall apply to the  
transactions affecting:

(a)

(b) 

It is to be noted that while the TMA Module  
applies to listed companies in which control  
may change, there are circumstances such as 
where an unlisted company is a target of a listed  
company (reverse takeover) in which it is  
necessary to consider the spirit, general  
principles, standards and rules of this Module  
wherever it is applicable. When there is any 
doubt as to whether a proposed course of  
conduct accords with the spirit, general  
principles, standards and rules of this Module, 
parties or their advisers should consult the  
CBB in advance.
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6. What government charges or fees apply to 
these transactions?
 
Charges and fees are payable as part of the  
applications made to MOICT in addition to  
notarization fees of the relevant documents. 
These fees are minimal, do not relate to the 
transaction amount and are subject to change 
from time to time.

7. Do shareholders have consent or approval 
rights in connection with a deal?

Generally speaking yes, shareholders under 
a TMA governed offer are served individually 
with the offer document and have the right to 
approve or reject the offer made. Shareholders  
in a CCL governed merger exercise their 
approval right through voting in the  
Extra-ordinary General Meeting whereby  
a minimum majority of 75% shall be obtained  
for the merger to pass (unless the Articles 
of Association of the Company provide for  
a higher percentage). Shareholders in a CCL 
governed acquisition may exercise their 
right of approval on the amendment of the  
corporate documents of the company in which 
the shareholding capital is being altered.  
Should the company in question be a closed 
joint-stock company, and in the event that the 
company’s constitutional documents stipulate 
for pre-emptive rights, the existing shareholders  
in such company are entitled to be offered  
with the shares to be sold to decide whether  
or not they are willing to exercise their  
pre-emptive rights.

8. Do directors and controlling shareholders 
owe a duty to the stakeholders in connection 
with a deal?

The TMA sets a list of General Principles, 
amongst which the following appear: (i) equal 
treatment to all shareholders in a manner 
demonstrating no bias to a single, group or class 

-

-

5. What documentation is required to  
implement these transactions?

Below is a list of the key documents to be  
obtained

(i)

(ii)

(iii)

For a CCL governed acquisition:

-

-
-
-

-

-

Buyer’s constitutional documents, financials 
and corporate approvals;
Seller’s corporate approval;
Declaration of transfer of shares (notarized);
The Company’s general meeting minutes 
approving the transfer of shares;
Online application on MOICT’s portal; 
and
The Company’s amendment to the  
incorporation documents reflecting the 
change in the shareholding structure  
(notarized).

For a CCL governed merger:

Requirements set out under 5(i) above  
shall be followed in addition to a notice  
being made with regards to the  
merger. Additional requirements shall vary 
depending on the nature of merger  
(whether resulting in the dissolution of  
both or one of the merging entities).

For a TMA governed take-over, merger and 
acquisition:

-

-
-

-

-

Offeror’s corporate approval;
Firm intention to make an offer;
Offer document prepared by the Offeror;
Offeree’s Board circular (in addition to 
an independent professional advisor’s 
report) to the target’s shareholders with 
the Board’s recommendation in relation 
to the offer document;
In the event of an offer based on a share 
swap structure, corporate approvals of 
the Offeror approving the issuance of 
additional shares as consideration of the 
offer shall be issued as well as valuation 
reports of the value of the target’s shares 
against the Offeror’s shares;
Various notices published in the  
Official Gazette, newspapers and in  
Bahrain Bourse’s website;

Orders issued by the CBB with regards  
to the merger in case of a CBB licensee; 
and 
Transfer of business agreements (if  
required).
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11. How is financing dealt with in the  
transaction document? Are there regulations 
that require a minimum level of financing?

The CCL is silent on financing of the  
transaction. With respect to the TMA governed 
transactions, there are no regulations that  
require a minimum level of financing in  
Bahrain. However, publication of an  
announcement about an offer or possible  
offer must include, among others, disclosure  
to the effect that firm arrangement for  
financial resources required to implement  
the offer is already in place, including details 
regarding the sources of the funds whether  
domestic, i.e. from banks, financial institutions,  
or otherwise. In addition, when the offer  
document is prepared and disseminated to  
the shareholders of the offeree company,  
such offer document (except for cash offer 
seeking to privatize the offeree company) must 
include a description of how the offer is to  
be financed and the source of the finance.  
The principal lenders or arrangers of such  
finance must be named.

12. Can minority shareholders be squeezed  
out? If so, what procedures must be observed?

Yes, minority shareholders may be squeezed  
out in an acquisition transaction.  This is known  
as the compulsory acquisition concept under  
the Takeovers, Mergers and Acquisitions  
Module under Rulebook 6, which provides that 
a shareholder already holding or controlling  
95% or more of the voting rights has  
to compulsorily offer to acquire the  
remaining voting rights within 3 months  
from the date of acquisition of 95% or more.  
No such regulation is provided for under 
the CCL. 

13. What is the waiting or notification period  
that must be observed before completing  
a business combination?

As per the CCL, as amended, merger shall  
be published in the official gazette and in one  
of the local daily newspapers, and shall be  
recorded in the commercial register.

of shareholders, (ii) directors of the offeror 
and offeree, in advising the shareholders, shall  
always act in their capacity as directors and  
not have regard to any interest (whether  
personal or other), hence, they should only 
consider the shareholders’ interests taken as  
a whole, (iii) minority interest shall be  
protected whereby oppression of minority or 
non-controlling shareholders is not acceptable 
in any case.

In addition, the CCL provides under its Article  
18(bis) that shareholders or directors shall  
have a fiduciary duty towards the shareholders 
of the company.

9. In what circumstances are break-up fees  
payable by the target company?

The CCL is silent on the concept of break-up  
fees payable by the target company. Having 
said that, the TMA and Civil Code provisions  
give room to the parties to contractually agree 
on such fees.

10. Can conditions be attached to an offer  
in connection with a deal?

The CCL is silent on conditions to be attached  
to an offer. In terms of TMA governed  
transactions, generally the offer document of 
a deal contains a section regarding condition  
precedent and the implementation of the 
offer will be subject to the fulfilment or waiver,  
where applicable, of those conditions  
precedent. Conditions that are commonly  
attached with an offer include minimum  
level of acceptance, obtaining the required  
approvals and licenses from the relevant  
authorities. In this context it is to be noted  
that an offer must not normally be subject  
to conditions or pre-conditions which depend  
solely on subjective judgements by the  
directors of the offeror or of the offeree  
company (as the case may be) or the fulfillment 
of which is in their hands.
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15. Are cross-border transactions subject to 
certain special legal requirements?

The Government of Bahrain has a generally  
liberal approach to foreign investment and  
is eager to improve Bahrain’s attractiveness  
to international investors and businesses. As a 
result of this initiative, companies, fully owned 
by foreign corporate entities, are encouraged  
in Bahrain.  Nevertheless, certain restrictions  
still exist in areas including real estate,  
construction sector and retailing industry.  
Kindly note that requests for exemption  
from such restrictions may be submitted  
provided that certain conditions are met.  
The CCL, as amended, provides for the 
incorporation of companies with 100% foreign 
capital. 

The website of the Ministry of Industry,  
Commerce and Tourism https://www.sijilat.bh/ 
sets out the restrictions on foreign ownership  
(if any) in relation to the relevant activity.

16. How will the labour regulations in your  
jurisdiction affect the new employment  
relationships?

A merger does not automatically transfer the 
employees of the merging company to the 
merged company. 

In the context of transfer of employees from 
one entity to another within Bahrain, there are  
two options which are usually used:

1.

The creditors of the merged company before  
the publication of merger may object thereto  
within fifteen working days from the  
publication date by a registered letter with  
acknowledgment receipt, in which case, the 
merger shall not be enforceable towards  
them unless the creditors waive their objection 
or it is rejected by way of a final ruling.

In case no objection is filed within the  
aforementioned period, the merger shall be  
effective towards the creditors, and the  
acquiring company, the company arising 
from the merger shall subrogate the merged  
companies in all their rights and obligations.

14. Are there any industry-specific rules that 
apply to the company being acquired?

Certain regulated industry sectors (for instance) 
real estate outside designated zones remain 
off-limits to foreign investment. Moreover,  
acquisitions taking place in specific sectors such 
as banking, insurance, telecommunication will 
be subject to additional ownership restrictions 
and will require specific prior approval from the  
relevant regulatory authorities.

For example, in so far as the Bahraini  
conventional banking licensees are concerned:

(1) 

(2)

(3)

a natural person will not be allowed to own  
or control more than 15% of the voting  
capital of a Bahraini conventional bank 
licensee.

An unregulated legal person (including  
companies, trusts, partnerships) will not  
be allowed to own or control more than  
20% of the voting capital of a Bahraini  
conventional bank licensee.

A regulated legal person will not be allowed 
to own or control more than 40% of the  
voting capital of a Bahraini conventional  
bank licensee. However, the 40% limit  
does not apply to unlisted Bahraini  
conventional bank licensees (where up 
to 100% of the issued and paid up share  
capital may be acquired) or to mergers  
which have been approved by the CBB.

Offer and acceptance:

(a)

(b)

(c)

In this process, the merging company may 
terminate the employee (for instance,  
on the ground that the branch office is  
going to be closed down) in accordance 
with his employment contract;

pay his contractual and statutory  
entitlements including leaving indemnity; 
and 

then a fresh employment offer will be 
made to the employee by the merged 
company.
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17. Have there been any recent proposals for 
reforms or regulatory changes that will impact 
M&A activity?

On 2 October 2019 the CBB issued the  
revised TMA Module, which was considered  
in providing our responses above. As of  
18 October 2019 we are not aware of any  
further proposals for reforms or regulatory  
changes that may impact M&A activity in  
Bahrain.

2.

In addition to the above, please note that  
depending on the activity that the relevant  
company is performing a Bahrain company  
must employ a minimum number of Bahraini  
national, which is known as Bahrainization  
policy. Please visit the following website for the 
Bahrainization calculator:

http://lmra.bh/portal/files/cms/downloads/ 
english_attachment/Bahrainisation_Table_ 
English.pdf

Tripartite agreement:

There may be a tripartite agreement amongst 
the transferred employee, the merging  
company and the merged company,  
whereby the employee may be transferred 
to the merged company either (a) with his 
accrued rights under the old employment  
agreement or (b) without his accrued  
rights, in which case, the merging company  
must pay his contractual and statutory 
entitlements before the transfer takes  
effect.
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