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Law No. 23 for 2010 concerning commercial activity
Book Two

Economic activities
Section One: in commercial business

Acrticle (409)

Commercial business
The following is considered commercial business:

1-

Purchase of commodities or other physical or not physical movables for the purpose

of selling it or after manufacturing or transfer or hire as well as purchase of state’s

bonds or other circulating bonds in trade for the purpose of selling it.

Sale of commodities or other physical or not physical movables for hire as it is or

manufactured as well as sale of state’s bonds or other circulating bonds in trade if its

purchase was actually for the purpose of sale or hire.

Purchase or sale of real estate for the purpose of trading

Operations of stock markets and operations of commodities’ markets

Establishment of commercial companies as well as sale or purchase of its quotas or

shares

Operations of banks and exchange offices

Bills of exchange, bonds and cheques

Sale or purchase of tools for preparation of ships and airplanes for navigation, its

equipments, fuel and other requirements

Building of ships and airplanes, sale, purchase, hire unless the sale, purchase, hire is

for non commercial purpose.

10- Road, marine and air transport

11- rendering services for commercial ships

12- shipping, navigation loans and other contracts concerning marine trade and
navigation

13- insurance against risks, life insurance and insurance against risks of navigation
and transport

14- brokerage operations

15- deposit for commercial reasons

16- deposit in public terminals for the operations regarding “Deposit Certificates”
and “Mortgage” which are issued y these terminals

17- supply operations

18- contracting business

19- industry establishments

20- general entertainment

21- publication and printing

22- commercial exploitations of computer programs and space broadcasting through
satellite

23- commission agency and commercial agencies

24- exploitations of mines, ambushes and ,,, of oil, gas and others





25- distribution of water, gas, electricity and others from energy resources

Article (410)

Other commercial business

All contracts and other commitments which the merchants perform are considered
commercial business unless proved otherwise or it was civil in its nature.

Article (411)

Exceptional work from commercial business

Purchase of yield or commodities for the purpose of using or consuming it by the buyer or
his family and these goods will not be sold if the buyer is obliged to sell it are not considered
commercial business. Sale of agricultural products by land owner or exploiter is also not
considered a commercial sale.

Article (412)

Insurance is considered commercial business of the insurer

Life insurance and insurance on things that are not commercial or its establishments are not
commercial business except for the insurer.

Section Two
In trade agents and assistants
First Chapter

Article (413)

Identification

Trade agent: is the person who trades for client’s account and in his name and the trade
agency is not assumed to be free.

Article (414)

Agency limitation

The trade agency does not include commercial operations that are not stipulated explicitly in
the contract even if the agency is general.

Article (415)

Agent’s guarantee

The agent is guarantor of goods in his custody for damage or loss unless there is a condition
that state otherwise and with the exception of force majeure or there is defect in the thing
itself,

Article (416)

Extent of agent’s commitment for compensation

The agent is committed before the client for damages if he acted in his task contradicting the
advices given to him.





Article (417)

Agent’s announcement for execution of his task

The agent should inform his client without delay that he executed the task. The
consequences for agent’s delay in response for a period exceeding the reasonable time in
respect of agent’s nature, distances and local custom that his acceptance is assumed despite
agent’s limits.

Acrticle (418)

Other’s complaints on agency

The agent should show on request the agency’s testimony to others who deal with him and he
should not complain with the separate guidance that the client gave him about the agency
unless he proves that the other was aware at time of commitment.

Article (419)

Client’s commitment

The client should provide the agent with what he needs from the necessary means for
execution of the agency unless there is agreement that stipulate the opposite of that.

Article (420)

Agent’s entitlements

In case there is no special agreement, the value of the reward that the agent deserves should
be specified on execution of work or percentage of commission according the local custom of
the place in which the agency is executed.

Article (421)

Agent’s privilege

The agent has the privilege right on goods which are sent or delivered to him or lodged with
him, once it was sent or delivered or lodged and he has also the right to arrest it. He will be
preferred than others in fulfillment of amounts that he lent or expedited its payment before
dispatch of goods or delivery or during its existence in his custody. This privilege will not be
evaluated without the decided conditions in article (422).

He should prove his custody of goods with his custody of commercial bonds instead of it
such as original bill of lading or its first copy or transport testimony.

The excellent agent’s debts are interests, commission and expenses in addition to the actual
debt.

Commercial agent’s privilege is prior to all other privileges.

Acrticle (422)

Conditions for insisting on privilege right and methods of its execution

In order to insist on privilege right stipulated in the previous article, the agent should inform
the client through the court with list of entitled amounts and to notify him to settle it during 3
days; he should warn him that he will pay all the things that are under the privilege if he
refused that. The client may protest by calling the agent before the court at a specific session
during the same period. If the client has no residence or known home in the place of agent’s
residence, the period for protest will be extended according the legislations of law of civil
and commercial procedures and after expiry of the mentioned period without objection or if





the objection is refused by final verdict, the agent is allowed to sell the mentioned things
through process server or through other person to be nominated by the court for this purpose.

Acrticle (423)

Exceptional legislation

The agency is considered in favor of both the client and agent and the agency will be
terminated by canceling the permit for practicing the trade which is granted to the minor who
is given the agency in addition to the cases of agency’s termination that are stipulated in the
civil law.

Second Chapter: commercial dependent

Article (424)

Identification

Commercial dependent: the person who undertakes to practice e activity of a trader in the
place of the trader that trade or in any other place

Acrticle (425)

Client’s responsibility

The client will bear the responsibility of business as well as the commitments that are still
within the limit of trade.

Article (426)

Form of dependency contract and its declaration

The explicit commercial dependency contract should be with official document to be written
by public attorney and to be lodged with the clerk of the court of first instance in which the
dependent practices his work within the area of its jurisdiction for registration in a specific
register; and to be published on the court’s announcement board. It should also be registered
in the competent trade register during 10 days from its date.

Summary of dependency contract should be published according the legally decided methods
and the legislations of the following article will be applied until the above mentioned
procedures are completed.

Acrticle (427)

Complaining power of the implicit dependency and its declaration

The implicit dependency contract is considered general and comprehensive for all business
concerning practicing trade that it was given for and that it was necessary for performing it.
The client should not complain on other for any restriction that specified the dependent’s
authority unless he proves that the other was aware of this restriction at time of commitment.

Article (428)

Dependent’s duties

The commercial dependent should deal in the name of the trader and should mention the
trader’s name, surname and commercial name before signing any commercial deal of the
authorized deals to be performed by inserting “for” before signature, otherwise he will
personally responsible.





Others may pursue proceeding even on the trader for dependent’s work concerning practicing
trade undertaken to him and necessary for execution.

Article (429)

Prohibition of competency

The dependent should not perform commercial operations or intend to perform it or takes
care of similar types of trade without client’s written permit, otherwise he will be obliged to
compensate for the harms.

Article (430)

Responsibility of client and dependent

The dependent is responsible by solidarity with his client in consideration of law legislations
concerning practicing trade.

Third Chapter: Commission agent

Article (431)

Identification

Commission agent: is the person who sells or buys things or signs other contract for client’s
account and in the name of the commission agent.

Acrticle (432)
Client does not authorize granting right for postponing payment
Commission agent should not postpone payment unless the client permits

Article (433)

Commission estimation

The amount of commission to be estimated according the current custom in the place in
which the business is concluded unless both parties agree; in case there is no custom, the
judge will estimate it.

Acrticle (434)

Client’s right of recourse to his agency and to estimate the commission

The client may recourse to any business of the agency before completion of work. In this
case, the agent is entitled a share from the commission, to take into consideration the
expenses incurred and the work performed.

Article (435)

Customer’s commitment

If the commission agent is committed in accordance with an explicit contract, he should bear
“fulfillment responsibility” and (execution guarantee) and he becomes responsible towards
the client for execution. In this case, he is entitled in addition to commission a “special
reward” or increase in rate of commission to be specified according the custom of the place
in which the business was concluded unless stipulated in the contract. In case there is not
local custom, the judge will estimate it.





Chapter Four: Commercial Representation

Article (436)

Identification

Commercial Representation: is a contract whereas a party undertakes to sign commercial
contracts permanently on behalf of another party in a specific region against a reward.

Acrticle (437)

Restrictions on the commercial representative

Client should not authorize more than one representative for one region at the same time for
the same commercial business. Also the representative should not undertake to practice
business for a number of clients who are competitors at the same region and the same
commercial business.

Article (438)

Extent of representative’s right in collection of debts

The representative should not collect client’s debts and if he is authorized, he should not
reduce its amount or extend its due date without special permission.

Article (439)

Extent of representative’s power

The procedures concerning execution of contract that was signed by the representative are
correct as well as pledging of proceedings concerning non fulfillment of the contracts itself.

Article (440)

Entitlement of commission

The representative is entitled commission on the business executed correctly and if the
operation is completed partly, the representative is entitled commission that commensurate
with the executed part.

The commission is also due on the business that the client conclude directly if it should be
executed in the region of the representative unless it was agreed otherwise.

The representative has no right to claim refund of representation expenses unless it was
agreed otherwise.

Article (441)

Impossibility of executing operations

The representative is entitled commission for operations that its execution is impossible
because of client’s work or as a result of an agreement between the client and others.

Acrticle (442)

Withdrawal from contract

If the representation contract is not for a specific period, each party may withdraw from it by
notifying the other party before 3 months; and the previous notification may be substituted by
payment of compensation for its period at the extent of the average of monthly commissions
which were paid in the previous year or for representation period, whichever is shorter.

The representative is entitled the same period if the unspecified contract is expired because of
any occurrence in which the representative is not responsible.





Chapter Five: Brokerage

Acrticle (443)

Identification

Broker: is the intermediary between two persons or more to reach a contract for a deal
without having a work relation with one of them and without being ordered by any one of
them or his representative.

Acrticle (444)

Estimation of commission

If the deal is concluded as a result of the broker’s interference, he will be entitled to
commission.

The judge will specify the amount of commission and the percentage to be paid by each party
unless there is agreement or local custom or official tariff for the craft.

Article (445)

Broker’s right to recover expenses

The broker has right to claim the expenses incurred from the person who authorized even if
the deal was not concluded unless there is agreement or custom that specifies otherwise.

Acrticle (446)

Broker’s right in the commission

If the contract is conditional, the commission will be entitled from the time in which the
condition is achieved,; if the contract is pending a revoked condition, the commission will not
fall when the condition is achieved.

The legislation of the previous article will be applied in the case when the contract is subject
to invalidity or cancellation if the broker is not aware of the reason of invalidity.

Acrticle (447)
Multiple brokers
If the deal is concluded by a number of brokers, they have a right to share the commission.

Acrticle (448)

Broker’s duty concerning deal’s data

The broker should inform the concerned about what he knows in respect of deal’s evaluation,
its guarantee and circumstances that affect signature of contract and he will responsible on
validity of signatures on documents and the last signature on bonds.

Acrticle (449)

Duties of the professional broker

The professional broker in goods or bonds should officially comply with the following:
1. To keep samples of sold goods until the operation is concluded

2. To give the buyer a list of goods so that he will sign it and will state in it the
circulated documents and statement of the group and its number





3. To record in a special register the fundamental points of the contract that will be
signed by him and should give each contract copy of what he recorded and it
should be signed.

Article (450)

Authorizing the broker to represent one of the parties

Each contractor may authorize the broker to represent him in the operations concerning
execution of the contract that was signed through him.

Article (451)

Omission of the name of one of the contractors

If the broker did not reveal to one of the contractor the name of the other contractor, he
should be obliged to execute the contract, he will replace the other contractor in whatever
rights.

If the contractor whose name was omitted appears after signature of contract, or if the broker
revealed his name, each contractor will have the right to insist on his right before the other
directly and the responsibility of the broker will not be abandoned.

Article (452)
Broker’s guarantee
The broker may submit a guarantee from one of the parties.

Article (453)

Abandonment of broker’s duties

A fine for not less than 100.- dinars and not more than 500.- dinars will be imposed on the
broker if he abandoned his duties imposed in the law.

In case which is extremely dangerous, he will be prevented from practicing the occupation
for a period not exceeding 6 months in addition to the fine. The broker who renders service
to a person that he knows is not qualified for contracting will be penalized with the same
penalty.

Acrticle (454)
Special laws
The previous legislation will not abandon the legislations stipulated in the special laws.

Acrticle (455)

The necessity of registration in a special register

It is not allowed to practice commercial agencies’ business or mediation without permission
from the concerned sector and registration in the special register of commercial agencies and
mediators in the competent trade register office.

Acrticle (456)

Special cases

GPC may restrict practicing the business of commercial agencies and mediation in goods and
services that have a special nature or strategy to some corporate bodies according
presentation from the competent authority.





Article (457)

Penalties

A fine for not less than 3,000.- dinars and not more than 10,000.- will be imposed anybody
who violates the legislations of article (455) of this chapter and penalty will be doubled when
repeated.

Chapter Six: shop workers

Article (458)

Workers’ authority

The workers in the shop who are authorized to sell in retails should receive the cost of things
that they sell in the shop or on delivery and they may give receipt in the name of the shop
owner.

They should not claim the debts of the shop owner outside their work place unless they are
permitted.

Article (459)
Executive rules
The concerned authority issues the executive rules stating the legislations and procedures
included in this section and particularly the following:
1. The persons who are allowed to practice business stipulated in this chapter

2. The conditions and required procedures for registration in the trade register office
3. To split the goods and services in categories for goods and services

4. The cases in which the persons are allowed to practice the activity in more than one
category

5. To specify the maximum limit for the number of commercial agencies that the person
allowed to practice

6. Procedures and condition for assignment from agency’s contract or its transfer

7. To specify the minimum limit for guarantee period of goods, its maintenance, supply
of spare parts, or its replacement, guarantee certificate and data that it should include

8. To specify the necessary fees for registration, renewal, recording data and other
procedures

Section Three
In traders’ books

Article (460)
Compulsory books
Each trader should have at least the following books:





1. Daily book: the trade should record daily all transactions relating to his commercial
activity and will record all amounts which he spent for himself and family in each
month

2. Ledger book: stating trader’s different accounts

3. Book for inventory and budget: for recording the inventory list, budget, and profit
and loss account at least one time in the year

Article (461)

Each trader should keep in a special file copies of correspondence and telegrams as well as
received correspondence concerning his commercial activity in addition to the above
mentioned books

Avrticle (462)

Numbering of books and giving it an official status

Books and files to be free from gaps or writing or erasing or filling between lines the
exception of the space in the file for keeping copies of letters and its contents.

Before writing in the daily book and inventory book, each paper will be numbered and to put
one each paper without expenses the mark of the officer who is appointed by the court of first
instance.

The officer will write in the first page of each book the number of its pages and a statement
for giving him official characteristic to be signed and dated.

Article (463)

Accountancy electronic books and documents

The trader may keep accountancy documents in the shape of continued and serial printing
paper to be used in the electronic system and to be dated and numbered as stated in the law.
Accountancy documents may be kept electronically and the included data should not be
changeable.

The previous two forms will have the argument of the traditional commercial books.

Acrticle (464)

Books and files arguments

The books and files that are kept by the trader will be an argument before the courts when it
fulfills the legal conditions

Article (465)

The cases in which there are orders for viewing commercial books

The court may order to view all the mentioned books and files in case of common funds or
the estate or division or bankruptcy and in these cases the court may order itself to view the
books.





Article (466)

Acceptance of books and request to exhibit it

The commercial books should always be produced and exhibited for extraction of what
concerns disputes except in the cases mentioned in the previous article.

Acrticle (467)
Period for keeping books and files
The trader should keep the books and files for 10 years from date of its closure.

Section Four
In the commercial place, its mortgage and commercial name
Chapter One: in the commercial place

Acrticle (468)

Identification

Commercial place: is a group of funds that the trader organizes

To practice a commercial activity and related rights to acquire customers and includes a
group of physical and intangible elements, particularly the name, logo, marks, rental right,
holidays, fees, forms, furniture, industrial machiner and factories.

Article (469)

Ownership transfer of commercial place or usufruct right

The contracts concerning ownership transfer of commercial place should prove in writing
that it is subject to registration or usufruct right without prejudice to legislations of any law
that follows specific means for ownership transfer of all or part of funds that are constituents
of the commercial place concerning the contract’s nature.

The contractors should lodge the contract to the trade register office for registration during 10
days from signature.

Acrticle (470)

Prohibition of competency

The person who transferred the ownership of a commercial place is prevented from each new
activity in its respect or its location or other circumstances will mislead the customers of the
disposed place.

The condition for preventing competition is correct on a wide range of what was stipulated in
the previous paragraph and prevention of practicing any occupational activity should not
exceed 5 years from date of ownership transfer. If the agreement specified a longer period or
did not specify, the prohibition for competition will be considered 5 years only.

In case there is rental right in the commercial place or its rent, the prohibition for competition
will be applied on the owner or tenant during the validity period of rental right or rent.

Article (471)

Previous contracts of ownership transfer

The person to whom ownership of a commercial place is devolved will replace the
administrator of the signed contracts concerning the activity of the commercial place itself
and which do not have a personal nature unless otherwise agreed.





The second party in the signed contracts before disposal of the commercial place may be
degraded reasonably in the contract during 3 months from his knowledge of the transfer
without prejudice to the responsibility of the administrator.

The same legislation will be applied on the beneficiary and tenant during the period of the
rental right or rent

Article (472)

Transfer of rights

Transfer of right of the commercial place that its ownership is transferred will be applied on
others from time of registering disposal in the trade register even if the debtor is not notified
or it is not accepted; the debtor will be disclaimed from the debt if he settled it in good faith
to the administrator.

The same legislations will be applied in case of rental right of the commercial place if its
range is extended to whatever rights of the place towards the other.

Acrticle (473)

Responsibility for debts

The administrator will not be disclaimed from the debts concerning the activity of the
commercial place that its ownership is transferred and its date is before transfer unless it is
revealed that the creditors agreed on that.

The disposed of person will be asked about the previously mentioned debts when it is proved
in the commercial books.

Acrticle (474)

Beneficiary’s commitments

The beneficiary of a commercial place should practice the place’s activity with fulfillment of
the commercial name without changing its target and should preserve the systems concerning
the work, fixed and circulating equipments and goods; in case he did not perform the
mentioned commitments or if he ended without justification the place’s activity, the decided
legislations for similar cases in usufruct will be applied on him.

The difference between the assets on inventory at the starting time of usufruct and the assets
at its end on the basis of the commercial value at its end will be paid in cash.

Acrticle (475)
Applicable legislations on the tenant
Legislations of the previous article will be applied in case of rent

Chapter Two: mortgage of the commercial place

Acrticle (476)

Mortgage with official paper

The commercial place will not be mortgaged without official paper.

If it is not specified accurately what the mortgage includes, it is considered that it includes
the name, commercial logo, the right to rent and the trade mark.

The mortgage contract should include permission from the mortgager debtor if there is any
privilege to the seller on the commercial place or on some of its elements and it should





include also name of insurance company that insured the commercial place against fire and
other risks, if any.

Acrticle (477)

Declaring the mortgage contract

The mortgage contract of the commercial place will be declared by registration in the
competent trade register.

The registration will insure the privilege for 5 years; and registration is considered cancelled
if it is not renewed during the previous period.

The registration is cancelled by compromise of the concerned or in accordance with final
judicial verdict.

Article (478)
Mortgager’s responsibility
The mortgager is responsible for keeping the mortgaged commercial place in good condition.

Article (479)

Permission for selling the commercial place by auction

If the owner of the commercial place will not fulfill the price or its remaining amount to the
seller or the debt guaranteed with the mortgage in its due date to the mortgagee creditor, the
seller or mortgagee creditor after 8 days from notifying with official copy the debtor who
have the commercial place should submit litigation to the judge of urgent matters requesting
permission for sale by public auction all or part of the constituents of the mortgaged
commercial place.

The sale will be in the place, date and hour as well as the method specified by the judge. The
announcement for time of sale will be in two national newspapers two times consecutively
prior at least 10 days from the selling date.

Article (480)

Transfer of privilege

The mortgaged seller and creditors will have on amounts collected from insurance, if the
reason of its entitlement is revealed, the same rights and privileges that they had on the
insured things

Article 481

Tenant's privilege

In the place of the commercial shop as well as in some elements, the tenant will have priority
right on the mortgaged creditor in the amount of rent not exceeding one year.

Chapter Three: Commercial name

Article (483)

Utilization right of the commercial name and its details

Each trader has the right to utilize the commercial name that he selected.

The commercial name should include details concerning the assigned type of trade and in all
cases the commercial name should match the activity's fact and should not mislead or
prejudice in the system.

The commercial name should be according the legal legislations.





Acrticle (483)

Registration and use of the commercial name

The commercial name should be registered in the trade register according law legislations
and other trader should not use this name in the type of trade that he practices after
registration; if the trader's name and surname are similar to the registered commercial name
in the register, he should add a data or logo to distinguish the previously registered name.
The trader shout set the commercial name and address on documents and papers;
correspondence concerning dealings should be signed by the commercial name.

Article (484)

Transfer of the commercial name

The commercial name or logo should not be transferred separately from commercial place.
In case of transfer of the commercial place according contract between the neighborhoods,
the commercial name will not be transferred without agreement of both parties; in case of
inheritance and will, the commercial name will be transferred unless the will stipulates
otherwise.

In all cases, the person to whom the commercial place is devolved should add a data proving
ownership transfer.

Section Five
Trade register
Chapter One: General legislations

Article (485)

Trade register organization

Public trade register will be established according this law for registration of law
requirements. It will have branches in the form of local offices that will specify the rules and
executive decisions of this law, its organization and the authority to which it is affiliated.

A sworn official before the court of first instance will keep the trade register in each office in
which the local office is located in its area of jurisdiction. The official will perform his
duties with integrity and honesty and swearing will be before the competent magistrate in
case there are branches for the local offices.

The local offices should send copies the registered data and information to the general trade
register office at the end of each week.

Registration in other registers should not prevent the necessity of registering in the trade
register before practicing the economic activities that are organized by this law.

Any person may view the register and obtain extracts from the included information in it as
well as last lodged budget in the trade register against payment of the decided fees.

The extracted copies should not include legislations of declaring bankruptcy if reinstatement
rule is issued or arrest provisions are lifted.

Article (486)

Registration methods and its refusal

Registration in the trade register is in accordance with an application to be signed by the
concerned and the competent office should ascertain the validity of the signature and the
required legal conditions before registration.





Refusal of registration to be informed to the applicant with registered letter or with the
modern communication systems stated in the registration application. Applicant should
resort for refusal of registration before the competent court of first instance during 30 days
from date of refusal notification decision.

The court will favor in the appeal that will be held in a consultancy chamber authority.

Article (487)

Registration invalidity

If registration is without the legally required conditions, the court of first instance which is
held in a consultancy chamber authority should order its cancellation after hearing the
concerned.

Article (488)

Appeal in consultancy chamber's decisions

The concerned may appeal in the decisions of the consultancy chamber by the methods stated
in the civil and commercial pleadings law. The final issued order concerning the appeal
should be registered in the competent trade register.

Article (489)

Registration argument

It may not be a binding constraint for those who object on the other with the facts that are not
registered and that the law requires its registration unless it is proved that the other was aware
of it.

The other should not insist on his ignorance with the proved facts in the trade register and
which the law requires its registration at time of occurrence of the registration.

The legislations of the special laws should always be considered.

Acrticle (490)

Non registration

Without prejudice of applying more severe penalty stipulated in other law, a fine for not less
than 500.- dinars and not more than 1,000.- dinars will be imposed for neglecting the
registration application at the time and method stipulated in the law; and the court will order
registration according the law at the time that it specifies.

The same penalty will be imposed if the trader did not mention registration number and place
of registration on the papers and commercial correspondence in the trade register.

Chapter Two
Registration in trade register and procedures

Article (491)

Required data for registration

Any person who is considered a trader as well as the civil companies according the
legislations of this law should apply to register his name according the prepared form in the
trade register office that the head quarter of the place for activity is located its area during 10
days from opening his place or date of ownership. The application should include
particularly the following data:





1. Activity owner's name, surname, father's name, nationality, date of birth, place of
residence and address for contacts.

Commercial name

Head quarter of activity

Kind of activity

Names and surnames of his agents and dependents

Copy of company's basic system, managers' names or members of the board of
directors and control authority as well as names and surnames of company’s agents,
dependents and representatives.

Changes in the mentioned data of the previous paragraphs should be registered as well as the
data in the following paragraphs during 10 days from date of its occurrence.

7. Issued legislations and decisions imposing arrest of the trader or civil company or
lifting sanctions or imposing penalty or appointment of agents in place of the
absentee or their dismissal.

8. Legislations for declaring or canceling bankruptcy or issued legislations after
declaring bankruptcy

9. Legislation for closure of bankruptcy and legislations for re-opening it

10. Provisions for reinstatement

11. Provisions for dismissal of partners or managers

12. The issued order for reconciliation procedures and issued legislations approving it or
its cancellation or invalidity or closure of its procedures or issued provisions
approving the judicial reconciliation or its cancellation or invalidity.

The person who arranges registration should lodge with his application his handwriting
signature as well as handwriting signature of agents and dependents. He should also request
registration of activity's expiry during 10 days from expiry.
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Article (492)

Registration of sub headquarters

The trader who establishes sub headquarters inside the state's lands should request its
registration in the trade register office at which the activity of headquarter is located in its
area during 10 days from establishment.

An application should be submitted during the same period to the registration office in which
the sub headquarter is located at its area and to state the main headquarter, name and surname
of the authorized official to represent the sub headquarter and the representative should lodge
his handwriting signature in the last office.

The legislation of the second paragraph will be applied on the trader whose main head
quarter's activity is abroad.

The trader who establishes sub headquarters abroad should apply to the trade register in
which his main headquarter is located for registration during a period not exceeding 30 days.
The same legislations will be applied on the branches of civil companies.

Acrticle (493)

Decisions concerning minor or loss of eligibility

Courts' clerks should inform the competent trade register offices immediately with the
decisions concerning the permission to the legal representative of the minor or loss of
eligibility or interdicted for practicing commercial activity as well as the decisions for
cancellation or amendment of this permission for its registration in the register.





Acrticle (494)

Registration details on official correspondence

Trader should mention on his papers and correspondence concerning his commercial
business details of trade register office and registration number.

Article (495)

Registration of public establishments

The public establishments that its sole or main purpose is commercial activity are subject to
registration in the competent trade register.

Acrticle (496)

Register's publication

The public trade register will publish whatever must be published by law in accordance with
the legislations of this law and systems of the executive rules for the executive procedures.

Article (497)

Executive rules

GPC will issue decision to for issuance of the executive rules of the trade register on
presentation from the concerned secretary. It will include particularly the following issues:

1. Registration procedures in the trade register and obtaining extracts.

2. Records and forms concerning the trade register.

3. Fees for registration and fees for obtaining extracts.
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Chambers of trade, industry and agriculture and general union of chambers

Article (1328)

Identification

Chambers of trade, industry and agriculture are national corporations which enjoy
corporate bodies and independent financial status and its aim is to be in charge of the
economical, commercial, industrial and agricultural interests and to take the appropriate
procedures for advancement of the economic activity, to serve its members and to
cooperate with public and national authorities to achieve the targets of the economical
and social development.

Acrticle (1329)

Establishment of chambers

The concerned secretary will issue decision for establishment and cancellation of
chambers and the issued decision will specify establishment of the location of each
chamber, scope of its jurisdiction and the number of the members of its administration
committee.

Acrticle (1330)

Jurisdictions of chambers

The chamber within the scope of its jurisdiction will resume the deeds and actions that
assist in achieving its purposes in consideration of the provisions of other related
regulations, particularly the following:

1. To hold symposiums, economical conferences, training courses and
participation in the deeds of boards, committees and conferences concerning the
economical and commercial activity, to state the point of view, to provide
experience and technical consultancy in the economical and commercial issues.

2. To collect information, data and statistics which are essential for trade, industry
and agriculture within the scope of its jurisdiction, to analyze it in a scientific
mean and to publish it.

3. To provide occupational affairs and joint interests to its members with the
public authorities within the scope of its jurisdiction.

4. Resolution of conflicts that arise between its members through conciliation and
arbitration according the agreement of the concerned parties.

5. To follow the commercial and industrial activities, to monitor difficulties and to

propose solutions with the coordination of the concerned authorities.

To issue economical publications and commercial directory.

7. To issue certificates of origin on origin of goods and national products and
prices of commodities and all certificates which are specified by the concerned
secretary.

o





8. Approval of papers and data concerning the economical and commercial
activity within its jurisdiction.
The executive rules will specify the detailed jurisdictions of chambers.

Article (1331)

Registration in the chambers

The registration in the chambers is compulsory for any ordinary person or corporate
body practicing commercial or industrial or serviceable activity and the executive rules
will specify period for registration and fees.

Article (1332)

License renewal

Licenses for resuming any commercial or industrial or serviceable activity will not be
renewed without submission to the concerned authority for issuing licenses a proof of
registration in the chamber’s records and settlement of the due fees.

Acrticle (1333)
General assembly
Chamber’s general assembly is formed from a secretary who is selected by the
concerned secretary and members of the people committee; the general assembly is
concerned with the following:

1. Approval of budget and final account.

2. To view the report of the board of directors on chamber’s activities.

3. To view the report of the accounts’ auditor.

4. To appoint the external accounts’ auditor and specify his entitlements.

Acrticle (1334)

Chamber’s administration

Chamber’s administration committee is formed from the members as specified by the
decision of its establishment provided that it should not exceed 12 members and the
chamber’s general assembly will select two-thirds of the number of the administration
committee’s members. The concerned secretary will issue decision nominating the
remaining one-third and administration committee’s secretary. Membership period in
the administration committee will be 3 years commencing from date of its approval by
the concerned secretary.

Acrticle (1335)
Administration committee’s jurisdictions
The administration committee is the concerned authority to manage chamber’s affairs
and it will take the necessary decisions and recommendations to achieve the targets of
the chamber, particularly the following:

1. To propose the chamber’s general policy and supervises its implementation.

2. To implement the decisions and recommendations of the general assembly.

3. To propose chamber’s organization chart.

4. To propose the internal rules concerning the technical, administrative and

financial affairs.
5. To prepare the annual budget and final account.





6. Acceptance of grants, contributions, aids and wills which are presented to the

chamber.

To set systems and procedures for conciliation and arbitration in the chamber

8. Other issues which are specified by the executive rules of this law in addition to
the rules for nominating the external accounts auditor.

~

The decisions concerning paragraph (3 and 4) will not be effective without approval by
the concerned secretary.

Article 1336

Administration committee’s meeting

The administration committee will meet upon invitation from its secretary at least one
time every month or with invitation of a number of members that is not less than one-
third. The executive rules will organize the procedures of committee’s invitation for
meeting, management of its circulations, the necessary quorum and issuance of its
decisions.

Administration committee’s decisions should be reported to the concerned secretary
and the general union of chamber of trade, industry and agriculture during 15 days from
date of issuance.

Article (1337)

Administration committee’s secretary

The administration committee’s secretary will follow the implementation of the
chamber’s general policy, administration committee’s decisions and its representation
before others and the court.

Acrticle (1338)

Sections

The registered parties in the chambers of trade are classified in homogeneous quality
sections. The executive rules will specify its number, the activities under each section,
minimum number of members in the section, conditions and procedures for enroliment.
In all case the number of sections in each chamber should not be less than 20 sections.

Acrticle 1339

Section’s committee

The members of each section select three members among its members to form
section’s committee. The committee will provide the proposals of the section in the
general assembly to the chamber and it will follow their interest through the
administration committee. The executive rules will specify the jurisdiction of sections’
committees and will organize their work.

Atrticle (1340)

Chamber’s fund

Chamber’s fund is formed from:
1. Established fees for the chamber according this law.
2. Owned real estate, funds and moveable values.





3. income of establishments, proceeds of owned investments and value of services
rendered to third parties

4. contributions, grants, aids and wills that the administration committee accepts
and which do not contradict the targets of the chamber

5. any other income legally permitted

Acrticle (1341)

Chamber’s budget

The chamber will have an independent budget and chamber’s financial year starts with
the beginning of state’s financial year and end with its end. The executive rules will
specify the procedures and rules concerning preparation and implementation of budget
and final accounts of the chamber and procedures for auditing accounts.

Article (1342)

Chambers’ general union

General union of chamber of trade, industry and agriculture is formed from the present
chambers and which will be established in future according to provisions of this book.
The union enjoys the corporate body and an independent financial status.

Acrticle (1343)

Union’s targets

The union’s aims are for advancement of crafts of trade, industry and agriculture and to
sponsor the joint interest of those involved in those fields for serving the interest of
national economy; in order to achieve that, the following should be performed
particularly:

1. To deal with chambers’ affairs with the administrative, commercial and
economical authorities and all public entities as well as discussions with
commercial delegations inside and outside and with the concerned international
institutions.

2. To follow the chambers’ activities and to set rules for cooperation and
coordination between them and to resolve that disputes may arise.

3. To participate in the economic conferences and the internal and external fairs

4. To prepare studies and researches, to set recommendations and proposals
concerning the affairs of trade and economy as well as means for activation.

5. Arbitration between chambers’ affiliates according the request of the concerned
provided that the conflicting parties are not affiliated to one chamber.

6. To propose establishment of joint chambers with symmetric chambers in other
countries and take care of Libya’s relations in it.

7. Arbitration and resolving disputes in which a foreign party is involved
According to an agreement of the concerned parties.

8. Nomination of the general assembly’s members and administrative committees
of the joint chambers from the Libyan side after approval of the concerned
secretary.

9. Establishment and management of the public stores and warehouses
individually or jointly with third party.





Avrticle (1344)

Union’s administration

An administration committee will manage the union’s administration in order to
achieve the purposes for which it was established and it will be assisted by an
administrative and technical authority which will be established and its jurisdictions as
well as its work system will be specified by decision issued by the administration
committee.

Acrticle (1345)
Formation of the administration committee
Union’s administration committee is formed from:
1. Administration committees’ secretaries of the chambers of trade industry and
agriculture which were established according the provisions of this law.
2. Two members among the members of each chamber who will be selected by the
concerned general assembly.
3. Five members among the registered in the existing chambers who are
experienced and will be nominated by the concerned secretary.
4.
The period of the administration committee will be three years.

Avrticle (1346)

Administration committee’s secretary

The administration committee’s secretary is nominated among its members by GPC
decision on proposal from the concerned secretary.

The administration committee’s secretary will manage the union’s affairs and will be in
charge of the relations with third parties, the court and other jurisdictions specified in
the effective regulations and which are included in the executive rules.

Acrticle (1347)

Administration committee’s meetings

The procedures and applicable rules in the chambers will be applied in respect of the
administration committee’s meetings; administration committee’s decisions should be
reported to the concerned secretary during 15 days from date of its issuance.

Acrticle (1348)
Union’s budget
The union has an independent budget and its financial year starts with the beginning of
the state’s financial year and ends with its end. The rules established for chambers of
traded, industry and agriculture will be applied in respect of the budget and final
account as well as auditing of accounts.
Union’s funds are formed from:
1. Percentage of 15% from the total income of each trade chamber according the
approved budget
2. Owned real estates, establishments and moveable funds.
3. Incomes of establishments, proceeds of owned investments and amounts of
services rendered to third parties.





4. Grants, contributions, aids and wills accepted by union’s administration
committee and do not contradict its purposes.
5. Any other legally licensed income.

Acrticle (1349)

Conflict of interests

The secretary and members of the administration committee of the union or chamber or
any of their relatives up to the 4™ degree should not sign with the union or chambers
itself or through contract of partnership or contracting or supplying or sale or purchase
of disputed right or to proceed in a case or dispute against the chamber in any capacity.

Acrticle (1350)

Businessmen council

A council named (businessmen council) may be established to take care of whatever
supports in the interest of its affiliates from Libyan businessmen and to be acquainted
abroad to enable them establish relations with the businessmen in other countries to
serve the national economy. The council enjoys a legal characteristic and independent
financial status and the executive rules will specify bases for establishing this council,
the branch committees of the council, minimum number of founders and subscription
fees.

Article (1351)
Exception
The provisions of this book are not applied on the chamber of marine shipping

Article (1352)

Executive rules

The executive rules organizing the provisions of this book are issued by GPC decision
on presentation of the concerned secretary and after proposal of the general union of
chambers of trade, industry and agriculture provided that it includes the period of
registration’s validity, registration fees and renewal, the necessary procedures for
inviting for meeting the chambers’ general assembly, necessary quorum for meeting,
issuing decisions, the necessary conditions to be provided in the members of chambers’
administration committees, the provisions organizing the organizational chart of
businessmen council and its internal organization.
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General final provisions

Acrticle (1353)
Identifications
In applying the conditions of this book, the following expressions have the meanings
against each unless the context indicates otherwise:
- Jamahiriya: the Great Socialist People's Libyan Arab Jamahiriya
- Concerned sector: GPC of the authorized sector will implement the decisions of
people’s congress in field of economy and trade
- The concerned secretary: GPC secretary of the concerned sector

Acrticle (1354)

Practicing commercial activity freely

The society’s individuals are free to practice commercial activities including all
occupations, crafts and services whether individually or in other forms of practicing
activity stipulated in this law after providing the necessary legal conditions for
practicing activity and the authority for practicing economic activities may lease the
necessary real estate to practice the activity and owner of real estate may lease it to any
tool for practicing commercial activity; the provisions for the leasing contract stipulated
in the civil law will be applied in organizing the relation between the lessor and tenant
unless there is no special text in this law.

Acrticle (1355)

License for practicing activity

Any commercial activity or occupation or craft or business inside Libya should not be
practiced except after obtaining the license. The concerned secretary and concerned
authority will issue decision to specify granting licenses, its classification, the necessary
conditions, commitments and duties on the burden of wholesaler, occupations, activities
and crafts that need special permission before obtaining the referred to license.

Acrticle (1356)

Violation of license condition

Whoever practices commercial activity or occupation or craft or service without
effective licenses will be penalized by settlement of the established fees of the license
concerning his activity in addition to a fine not exceeding the amount of fees.

Any person who submits incorrect information or data or certificates which are required
to obtain the license will be penalized with a fine not exceeding LD. 5,000 and
withdrawal of the license that was granted with violation.

Atrticle (1357)

Executive rules

The executive rules of this law are issued by decisions of GPC according proposal from
the concerned sector.





Application of the executive rules will continue until issuance of the substituted rules
without violating the provisions of this law.

Acrticle (1358)
Cancellation of laws
The following laws are cancelled:

oukrwnpE

11.

12.
13.
14.
15.

16.

17.
18.

19.
20.
21.

Libyan commercial law issued on 1952 and its amendments

Law No. (40) for 1956 concerning commercial marks and its amendments

Law No. (73) for 1958 concerning scales, weights and measures

Law No. (2) for 1962 concerning the commercial data

Law No. (38) for 1968 concerning export and import

Law No. (65) for 1970 deciding some provisions concerning the traders,
commercial companies and their supervision as well as its amendments

Law No. (64) for 1971 concerning import

Law No. (110) for 1975 deciding provisions concerning the public
establishments and corporation and the companies of the public sector

Law No. (17) for 1977 to organize practicing commercial business

.Law No. (8) for 1984 concerning controls of commercial dealings and its

amendments

Law No. (9) for 1985 concerning some provisions regarding the tsharokiat and
its amendments

Law No. (8) for 1988 concerning provisions regarding the economic activity
Law No. (13) for 1989 concerning control on prices and its amendments

Law No. (9) for 1992 concerning practicing economic activities

Law No. (15) for 1994 Deciding some provisions concerning partnership
companies which are fully or partially owned by the society

Law No. (4) for 1996 concerning prohibition of speculative economy and its
amendments

Law No. (4) for 1997 organizing import and distribution of commodities

Law No. (21) for 2001/ deciding some provisions concerning practicing
economic activity and its amendments

Law No. (6) for 2004/ organizing the work of commercial agencies

Law No. (3) for 2006 concerning the companies of the public sector

Law No. (4) for 2004 concerning the chambers of trade and industry as well as
the general union of chambers

Any other provision that violates the provisions of this law will also be cancelled.

Acrticle (1359)

Law’s effectiveness

This law will be applied from date of publication and the concerned will reconcile their
status according its provisions during a period of six month from date of publication.

People’s Congress
Issued at Sirt on 28.01.2010
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Competition and protection of consumer

Section One: Competition
Chapter One
General provisions

Acrticle (1282)

Objects

This section specifies the applicable provisions for free prices and limitation of
monopoly, organizing, organizing commercial competition, limiting rules for its
protection, in view of development of economic activity, guaranteeing transparency and
integrity in dealings and respecting rules of business.

Acrticle (1283)

Scope of application

Provisions of this section will be applied on all commercial activities which are
exercised by ordinary persons or corporate bodies and its provisions will be also
applied on any economic activities outside Libya with consequent effects inside it.

Article (1284)

Specifying prices

Prices of commodities and services are specified according principles of competition
with the exception of the following:

- Prices of commodities and services which are specified by the concerned secretary

- Prices of commodities and services which are specified by GPC temporarily for
facing an emergency case or natural disaster and these procedures will be reviewed
during a period not exceeding 6 months from commencement of its effectiveness.

In the previous cases, the issued decisions for specifying the prices of these
commodities and services should include the relative rules and the established penalties
will be specified for violation.

Chapter Two
Illegal competition

Acrticle (1285)

Deeds and exercises infringing competition

Considering the provision of the previous article, all explicit and implicit deeds and
agreements which are designed to prejudice principles of competition, application of
market’s rules or to limit it or affect it are prohibited in accordance with the provisions
of this law, particularly the following:





- The agreements or deeds that aim or lead to limitation of prices of commaodities and
services or affect the rules of supply and demand whether by increasing or reducing
prices.

- Preventing or complicating practicing commercial activity in the market to limit entry
of other practitioners or their exit.

- Division of markets or sources of commodities and services or clients on
geographical basis or quantitative or seasonal.

- Refusal of sale and purchase or to restrict it with additional restrictions or to be
pending conditions which are not related with the commodities and services.

- Collusion in submission of offers, tenders and public tenders and bids or to set
conditions which its acceptance is not justifiable.

- Exclusiveness in concession contracts and commercial agency other than exceptional
cases which are approved by the concerned secretary after taking the opinion of the
competition board.

- Dumping by selling the imported commodities (similar to the locally produce
commodities or with the same specifications) with price less than the sale price in the
local market of the exporting state or price less than the actual cost to cause harm or
threatens that or complicates significantly the production of such commodities in the
local market.

The agreements which are signed in violation of the provisions of this section are
considered null and void.

Acrticle (1286)
Illegal competition in intellectual property
The following deeds are considered illegal competition:
1. Forgery and counterfeit of registered trade marks
2. Assault of the commercial name and logo which are recorded in the trade
register
3. Exploitation of achievements of others and obtaining data that are not declared
with illegal means such as spying, stealing and fraud
4. Not respecting the rules organizing fees and registered industrial forms
5. Attack of the author’s rights, neighboring rights, audio works and broadcasting
programs as well as electronic data and piracy as well as attempts of penetration
of an encryption scheme and attempts to cause damage to the electronic data.

Article (1287)
Control and domination of market
The commercial project is considered in the status of control and domination when it is
affected by monopolizing a quota in the market with a relation exceeding the
percentage established in the decision of the concerned secretary on condition that the
percentage does not exceed 30% of that market in all cases.
Control will be evaluated through the following basis:

1. Market shares

2. Annual volume of business (volume of dealings)

3. Volume of assets

4. Number of employees





5. Capability of projects to raise prices over or under competency level for an
important period of time

Acrticle (1288)

Prohibition of control aspects

All practitioners of commercial activity who are in a status that allows them to affect or
capable to affect the market’s activity or its control are prohibited to misuse their status
to distort competition or limit it or prevent it; in particular the following deeds:

- Limitation of sale and purchase prices of commodities and services in an
incompatible form with the rules of the market and leads to distortion of
principles of competition

- Preventing sale and purchase of commodities and services or concealing or
monopolizing or suspending dealings for fabrication of abundance or deficit
which are not actual for the purpose of speculating and affecting prices

- Refusing dealings with one of the practitioners of commercial activity or
imposition of unequal discriminatory conditions to perform that

- Exploiting the situation of economic dependency to impose conditions for
dealings to limit principles of competition

- Interference to limit the operations of production, manufacture, development
and distribution of commodities and services or to limit its entry in the market

Acrticle (1289)

Economic blocs

All practitioners of commercial activities are prohibited to form blocs that affect the
market’s activity and control by exceeding the percentage established in the decision of
the concerned secretary and that percentage should not exceed 30% in all cases and
they are also prohibited to share the markets or clients or sources of raw materials or
provisions on a basis which is incompatible with the principles of competition; the
following business is excepted:

- Business that contributes in creating technological or economical progress that
lead to reducing cost or improving the circumstances of production and
distribution to achieve public benefit and to achieve for consumers a fair portion
of benefit

- Business that allows improvement of competency status for some small units
that practice economic activity.

In all cases for obtaining an exemption, it is necessary to submit application to the
concerned secretary to consider it. The procedures for submission of application and
the method for its consideration is stated in the executive rules.

Atrticle (1290)

Operations of commercial concentration

The concerned secretary will present to the competition council every concentration
project of the commercial projects in respect of competition especially for creating or
strengthening the control and domination status of the market.





Article (1291)
Sale with price less than cost
All practitioners of commercial activities are prohibited to sell commodities and
services with prices less that its cost; with the exception of the following:
- Commodities which are subject to destruction and are easily destructed.
- Seasonal commodities and services.
- Stagnant stocks and obsolete commodities or technically worn-time.

The rules will specify the basis and controls that organize that.

Chapter Three
Competition council

Article (1292)

Establishment of councils

A council will be established according this law and it enjoys a corporate body and
independent financial status, it will be named (Competition Council) and it will work
under the supervision of GPC.

Article (1293)
Formation of the council
The council is formed from:
1. The president to be a known personality with integrity and to be experienced in
the legal or economical fields; his degree should not be less than thirteen.
2. The president will have a deputy, to be an expert if companies’ field; his degree
should not be less than administration manager in GPC for financial auditing.
The president and his deputy will work permanently for a period of 4 years subject to
renewal one time.
The council will include 6 members who are experienced in legal or economical fields
and at least one of them should be a consultant in the court of appeal and his
appointment will be for 3 years not subject to renewal.
The council should include also 3 members who exercise the activity of production or
distribution or rendering services to be nominated by the public union of chambers of
trade, industry, agriculture and crafts and will be appointed for 5 years not subject to
renewal.
A decision from GPC on presentation of a proposal from the concerned secretary will
be issued nominating the president, his deputy and council’s members; and it will
specify their financial awards.

Atrticle (1294)
Council’s jurisdictions
Council’s jurisdictions are as follows:

1. To review complaints and deeds distorting competition and to issue the
necessary decisions in its respect including issuance of decisions terminating the
exercises violating the rules of competition or closure of project temporarily for
a period not exceeding 3 months





2. To perform investigations in accordance with the submitted complaints or an
initiative on his own if it has evidence of the recommended practices that will
affect the rules of competition or to limit it

3. To submit opinion and advice on issues concerning competency and formation
of commercial blocs submitted by the concerned secretary

4. To take the necessary procedures to prevent or suspend deeds or to limit
damages that face local production as a result of dumping the local market for
the purpose of affecting the principles of competition

5. To state point of view and to set proposals and assistance in preparing
regulations of the bills and organizational decisions concerning competition

6. To provide proposals to the concerned secretary to issue the necessary decisions
for treatment of the case of blocs or control on the market including amendment
or cancellation of agreements or contracts under which concentration or control
is achieved. He also issues an order for taking the necessary procedures for
division of companies to prevent the availability of cases to control the market.

7. The council will transfer the complaint issue to the public attorney if it forms
one of the crimes stipulated in this law

8. Submission of annual report to GPC secretary and concerned secretary
including council’s activity, views and recommendations.

Article (1295)
Necessity of consultancy
The competition council is consulted by GPC in every bill or organizational text
concerning occurrence of new system or amendment of an existing system aiming to:
1. The imposition of quantitative restrictions on the practice of an occupation or
entry in the market
2. The imposition of monopolies or consultancy rights or other rights in Libya
3. Imposing standard practices concerning prices and conditions for sale
4. To grant subsidies from the state or groups of local practitioners of commercial
activity

Acrticle (1296)

Implementing council’s decisions

The concerned secretary will take the necessary procedures to implement the decisions
of the issued competition council against the offenders of the orders directed for
termination of practices distorting competition and temporary closures of places
concerning the committed violations.

Acrticle (1297)

Immunity

In cases of no flagrant delicto, no proceedings will be pursued against the president, his
deputy and the council’s members or to investigate with them concerning their duties in
the council without permission from GPC.





Avrticle (1298)

Cases of dismissal

The council’s president or deputy or members should not be dismissed during
performance of duties except in the following cases:

1.
2.
3.
4

5.

Permanent disability for performance of duties

Repeated negligence in performing their functions

Misuse of their posts

Issuance of judgment against them in a felony or misdemeanor distorting honor
or honesty or security

Issuance of judgment for bankruptcy

Article (1299)

The entities that may submit complaint to the council

All practitioners of commercial activities may resort to the council complaining on
deeds concerning the principles of competition.

The following entities may report on prohibited practices in accordance with the
provisions of this law and to submit complaints in its respect:

1. The concerned secretary according to report from the concerned administration
after performing the primary investigations that prove commission of one of the
deeds or practices distorting the principles of competition

2. Chambers of trade, industry and agriculture and its general union

3. Consumer’s protection associations which exercise its activity according ther
effective regulations

4. Occupational associations, unions, occupational and vocational unions

5. Any group of at least 25 consumers

Acrticle (1300)

Council’s internal system

The council will form sufficient number of employees to perform its skills and
the council’s president will appoint them and he will have the authority of the
administration manager

GPC will issue decision to form the council’s organization chart on presentation
of the council

The council will set the internal system and will organize work.

Chapter Four
Penalties

Acrticle (1301)

Penalties consequent to deeds and practices distorting competition

A fine of at least LD. 1,000 and not more than LD. 5,000 will be imposed on any
corporate body who commits one of the practices stipulated in article (1285) of this

law.

The ordinary persons who took the prohibited decisions may be imprisoned for a period
not less than 6 months.





Article (1302)

Penalties consequent to control restrictions

A fine of at least LD. 5,000 and not more than LD. 15,000 will be imposed on any
corporate body who commits one of the practices stipulated in article (12825) of this
law.

The ordinary persons who took the prohibited decisions may be imprisoned for a period
not exceeding one year.

Acrticle (1303)

Penalties consequent to economic blocs

A fine not exceeding 3% of the volume of the annual dealings of the specific projects
will be imposed on whoever forms prohibited blocs or participated in it.

Imprisonment for a period not less than one year will be imposed on ordinary persons
who took the prohibited decisions.

Acrticle (1304)

Suspension or withdrawal of licenses

In addition to the penalties stipulated in the previous articles, the licenses for exercising
the commercial activity may be suspended for a period not exceeding 6 months; and in
case of repetition, the license is finally withdrawn.

Chapter Five
Final provisions

Acrticle (1305)

The character of the judicial control officer

The employees who were nominated by GPC decision will have the character of
judicial control officer to prove the commitments stipulated in this section.

Article (1306)

Confidentiality of documents

The paper, documents and testimonies which are reviewed during investigation in the
violation is considered confidential and it is not permitted to disclose the contents to
any entity or to be used for any other purpose by violating the effective regulations.

Article (1307)
Executive rules
The rules of the provisions organizing competition include the following:
- Procedures for submission of complaints and submission of reports about
practices violating the provisions of this section
- Procedures for investigation and submission of recommendations concerning
investigation in violations
- Procedures for appeals and grievance from council’s decisions





Section Two
Consumer’s protection

Chapter One
General provisions

Acrticle (1308)

Objects

The provisions stated in this section state the consumer’s protection rights and
guarantee of integrity of economic dealings, safety of products and investigation of its
compliance with the approved standards and specifications.

Acrticle (1309)

Consumer’s rights

Consumer’s rights include all that concerns total of his interest and desires while
seeking satisfaction of personal needs from commodities and services, particularly the

following:

1. Health and safety when using usually the commodities and services

2. Obtaining complete and accurate information and data about products and
services

3. Free voting for commaodities and services in which it is provided the conditions
of quality and compliance with the approved specifications

4. Obtaining any documents that proves purchase of any commodity or receiving
any service in which it is stated the amount and date of purchase, commodity’s
specifications, number and quantity or kind and amount for the service rendered

5. Pursuing direct proceedings or through the consumer’ protection associations
for protecting his rights and compensation for damages due utilization of
products and services

6. Formation of consumer’s protection associations and to join them

7. Substitution of repairing the commodities or refund of its price when violating
the approved specifications

8. Refund of charges for services in case of non compliance with specifications
when utilization

9. His right for announcement of the prices of commodities in a clear place and
with transparency

10. Advice for cost of repairing and maintenance of the goods before commencing
repairs

11. Information about prices of goods and charges for services

12. Distribution of goods and delivery without complications

Chapter Two

Products’ safety

Atrticle (1310)

Compliance with specifications and standards

Each ordinary person or corporate body manufacturing or producing or distributing or
importing or exporting product or interfering in its production or manufacture or sale or





exhibiting or distributing for his account or for account of others should comply with
production, import, transport and exhibiting according the approved national and
international specification and standards and should comply with the necessary analysis
of commaodities and services with the specialized control authorities and to approve it
before marketing.

Article (1311)

Prohibition of circulation of some products

Without prejudice to conditions of safety and health stipulated in article (1310 and
1316) of this section, circulation of some product may be prohibited or to be subject to
special conditions for distribution or marketing for consideration concerning the public
system or due to danger when utilization.

The concerned secretary will issue decision stating the prohibited commaodities and the
justification provided that it does not contradict the conditions of commercial
competition.

Article (1312)

Serious or imminent danger

In case of occurrence of serious or imminent danger, the concerned secretary should
suspend temporarily import or export or offering commodities in the market without or
with charges or its withdrawal or destruction if destruction is the only mean to avert the
danger and he should issue warnings or notices or precautions concerning the
commodities; and in case of doubt of existence of danger from consuming or using the
offered goods in the market, he should oblige the concerned to subject the commodity
for detection with the specialized authority.

Article (1313)

Commitment of awareness

In the cases in which utilization of commodity will lead to harm the health and safety of
consumer, the producer should state the appropriate method for using the product and
method of protection from the expected harms as well as method of treatment in case it
occurs.

Article (1314)

Defects of commodity or service

If it is revealed that the commaodity or service set for circulation include a defect or
more that harms the safety or health of the consumer or causes danger, the distributor
should immediately take the following procedures:

- To report the competent authorities and inform the public with different media
means about these defects and to warn them about risks of the product

- To withdraw the commodity from the markets.

- Toreturn the commaodity that was sold or hired and refund the paid price.

- To dispose of the commodity safely and in a way that it will not harm
environment.





Article (1315)

Professional’s final responsibility

Distributor of commaodities and services is responsible towards the harm that occurs to
the consumer as a result of using it even if proved the identity of the supplier of goods.
In all cases, it should not be agreed to exempt or limit the responsibility of the
distributor in this respect.

Chapter Three
In integrity of economic dealings and prevention of fraud

Article (1316)

Identification of fraud

The demonstration or attempt to demonstrate a commodity or service in different
appearance from its reality is considered fraud whether introduction of fraud was on the
product itself or the goods or possession or using tools or machinery or means that
assist fraudulence to achieve income or profit.

Fraudulence deeds are as follows:

1. Manufacturing or producing or offering or circulation or transport or import or
possession of commaodity for trading with his knowledge that it is fraudulent or
corrupt or toxic or expired or violating the approved standard specifications

2. Using scales or weights or measures which are not approved or tools or

machinery that cause fraud to the commodities and services

Delivery or utilization of quality certificate for the purpose of fraudulence

4. Description of commodities and services or misleading in its description or
announcement or demonstration in a method based on false or fraudulent data

5. Consumer fraud in providing the commodities and services in the contracted
terms, methods of sale and payment

6. Fraudulence in the quantity of commodities whether in weight or measurement
or number or capacity or standard or using methods or means that make that
incorrect

7. Fraud in the source of commodities or in the method of manufacturing or
preparation

8. Fraud in the commodities and services itself or its nature or sex or type or
elements or fundamental characteristics

w

Acrticle (1317)

False advertising

To prevent the operation of publication of commodity or services that includes any
form of allegations or incorrect indications or leads to error particularly when it
concerns one of the following elements:

- Presence of commodity or its nature or formation or fundamental features or
quantity of the effective elements or type or source or its quantity or method of
manufacture and its date.

- Description, price and conditions for selling the commodity and services which
are the subject of publication.





- Conditions for use and expected results.
- Means and method for selling the commodity and services.
- ldentity or character or efficiency of the announcer.

Chapter Four
Consumer’s notification

Acrticle (1318)

Extent of commitment with media

The distributor is obliged to insert on the commodities and services the information that
specifies its nature, type, fundamental features, components and precautions when used,
source, origin, date of production, maximum date for consumption or use, method of
utilization, name and address of producer and its price to be announced during
demonstration.

The information to be written in Arabic language and may be written in more than one
language and the Arabic language to be one of them and in a way that cannot be
removed.

Acrticle (1319)

Notification right of recourse

The distributor should inform the consumer of his right of recourse during 10 days from
date of signing the contract in the contracts to be signed electronically or through sale
which is concluded by demonstration in housing location or work location.

Acrticle (1320)

Proof of dealing

Each distributor of commodity or service is obliged to submit to the consumer on
request statement of account that proves dealing or contracting on product including
name, commercial name, date of dealing, place, price, type of product, features,
condition, quantity, date of delivery and to be signed and stamped.

Article (1321)

Consumer’s right to benefit from reductions

In case the state established reductions in taxes and fees in the cost of the commaodity or
service, these reductions should be reflected at the level of sale prices.

In case prices are reduced by producer or wholesaler exceptionally or seasonally during
occasions, the final consumer should benefit from this reduction whatever is the price
of the product.

Chapter Five
Guarantee for commodities and services

Article (1322)

Quiality guarantee

The distributor is considered guarantor according the public rules for commodities and
services; in case of presence of defect in the goods, he should guarantee its repair or





substitution or refund of price according consumer’s choice. The right of guarantee
will remain even if the ownership of goods is transferred to others.
Any agreement that withdraws or reduces this guarantee is null and void.

Acrticle (1323)

Guarantee certificate

The concerned secretary may subject some goods and services to conditions for
submission of guarantee certificate to the buyer and will specify the data which are
included in this certificate.

Article (1324)

Distributor’s responsibility

Any condition that exempts the distributor from the civil responsibility or reduces it
towards the consumer is considered null and void.

Acrticle (1325)

Concealment of commaodities and imposition of restrictions

Any distributor should not conceal any commodity or service or preventing its sale or
imposition of purchase of another commodity or receiving higher price than the
announced price.

Article (1326)

Penalties

Without prejudice to any other more severe penalty stipulated in penalties law or any
other law, the penalty of imprisonment for a period not less than one year and a fine not
less than LD. 500 and not more than LD. 10,000 or one of these penalties will be
imposed for violation of the provisions of article (1310 TO 1317) and the penalty will
be doubled in case of repetition or in case fraudulent deeds in dangerous products are
related to public health or medical materials.

Judgment may be issued for closure of the place and prevention of practicing the
activity temporarily or finally according the cases.

Judgment will be issued for confiscation of destructed or corrupted materials or
fraudulent materials or its validity has expired as well as the equipment and machinery
for fraudulence of these products and the fraudulent scales, measures and weights and
to be destructed on the expense of the convicted.

In case of commission of any of the crimes stipulated in this section in favor of a
corporate body, his place may be closed and he will be prevented from practicing
activity temporarily or finally; and the corporate body will bear the responsibility of
payment of fines by solidarity with the perpetrator of the crime.

Atrticle (1327)
Judicial control officers

GPC will issue decision nominating judicial control officers to implement the
provisions of this section. Judicial control officers have the right to enter the shops,
factories, workshops, warehouses and the places for demonstration of different products
or offered for sale or produced in it and they have the right to review the documents,





papers, records and statements of account as well as all documents concerning
production, manufacturing, circulation and distribution of different products; and they
may take samples for analysis and take precautionary procedures for the public interest,
environment protection and general safety of consumers.






Law No. 23 for 2010 concerning commercial activity
Book Three

Contracts and commercial commitments
Section One: General legislations

Article (498)

Debtors' solidarity

The persons who are committed to settle one commercial debt will be in solidarity to
fulfill this debt unless the law or agreement stipulate otherwise.

This legislation will be applied in case there are multiple guarantees for the commercial
debt.

Article (499)

Trader's work for account of other

If the trader performed for account of other work or services concerning his commercial
activity, he will perform it against an offer unless the opposite is proved; the offer will
be specified according the custom. If there is no custom, the court will estimate it.

Acrticle (500)

Claiming fulfillment commercial commitments

Claiming fulfillment of commercial commitments should be during working hours that
are specified by law or rules or custom.

Article (501)

Means for excusing and notifying the debtor

Excusing and notifying the debtor in commercial issues will be by all means to express
the will unless it was agreed otherwise.

Article (502)

Custody of debt bond

Existence of debt bond in the custody of the debtor is absolution from debt until it is
proved otherwise.

Article (503)

Fulfillment validity

Fulfillment of commercial debt in good faith to those who support the debt may be an
indication for reconciliation or whoever holds a release from the creditor or his deputy
will be absolution of the debtor.

Article (504)

Proof of commercial commitments

Proof of commercial commitments whatever its value will be by all means of proof
unless the law stipulates otherwise.





Except in the cases that the law necessitates writing in the commercial subjects, it is
necessary to prove the opposite of what the written guidance included or to prove what
is beyond this guide by all proof methods.

Article (505)

Commercial limitation

Limitation of commitments in commercial issues to all its parties by expiry of 10 years
from fulfillment date except if the law stipulates otherwise.

The same legislation will be applied on commitments of the party which does not
consider the dealing as commercial.

Section Two
Sale of movables
Chapter One: general legislations

Article (506)

Sales delivery

Sales delivery should be at the same place in which it was available at time of sale if
the contractors were aware of that or the place of seller's home or head quarter's activity
unless there was agreement or custom specifying otherwise.

If the sales should be transferred to another place, the seller is disclaimed from the
commitment of sales' delivery if he delivered to transport agent or to shipping or
forwarding agent unless there is agreement or custom specifying otherwise. Transport
expenses will for buyer's account.

Article (507)

Announcement on sales' defects and impurities

In sale of things to be transferred from one place to another, the time of announcement
on its defects and apparent impurities will be from date of its delivery.

Article (508)

Defect's guarantee

If the seller guarantees validity of sales for a specific period, the buyer should announce
the seller with the defect during 30 days from date of discovery, otherwise he will have
no right; and he should pursue proceedings during 6 months from date of this
announcement, otherwise he will have no right.

The judge may specify a period for the seller to substitute or repair the sales according
circumstances to ascertain good performance without affecting compensation right.

To consider the custom that necessitates sales' validity guarantee even if there is no
explicit agreement.

Article (509)

Dispute on sales' description and condition

When there is dispute on sales' description or condition, the sell and buyer should
request investigation according the decided methods of the civil and commercial
litigation law. The judge will order according the request of the concerned to lodge the





sales or arrest it or sell it on account of the party that it has right and he will state the
conditions that he sees in each case.

In case of dispute the party which did not request inspection should prove itself
accurately.

Article (510)

Buyer's refusal to receive the sales

If the buyer did not receive the sales, the seller will lodge it on account of the buyer in a
public place or in another suitable place to be specified by the magistrate of the entity
in which the things should have been delivered.

The seller will announce immediately the buyer of the occurrence and place in which
the things were lodged.

Article (511)

Non compliance with buyer's commitments

If the buyer did not pay the cost of goods, the seller will sell immediately the goods on
account and expense of the buyer.

Sale will be at public auction by a person permitted for that. If there is no such person
in the sale entity, it will be through process server. The seller should announce the
buyer at a suitable time with the date, place and hour of sale.

If the thing has current decided price by the public authorities or rules or price stated in
the lists of the stock markets or from official tariffs, sale will not be in public auction
with the current price through the persons stated in the previous paragraph or through
authorized person to be nominated by the magistrate.

In this case, the seller should announce the buyer immediately after the sale.

The seller has right to fulfill the difference between the agreed price and amount
obtained from sale in addition to his right for compensation for harm.

Article (512)

Sale of similar things

In case of sale of similar things that have current price according the third paragraph of
the previous article and the seller did not fulfill due debt, the buyer will buy without
delay those on the expense of the seller through one of the persons mentioned in
paragraphs two and three of the previous article.

The buyer should announce immediately the seller of the purchase.

The buyer has right to fulfill the difference between purchase cost and agreed price in
addition to the right of compensation.

Article (513)

Contract cancellation by law force

The contract is cancelled by law force in favor of the contractor who offers to the other,
before the due date in his favor and by the known methods, delivery of the thing and
payment of the price and the second party did not fulfill his commitment. It is also
cancelled by law force in favor of the seller if the buyer who did not fulfill his
commitment for payment of the price did not receive the thing which was previously
offered to him or did not accept it on the due date decided for delivery.





The contractor who intends to use the decided cancellation right in this article should
notify the second party during 8 days as from due date and if there is no notification,
the general legislations concerning cancellation for non fulfillment will be considered.

Article (514)

Estimation of compensation

If the sale is at a current price and the consequence is contract cancellation for non
fulfillment of one of the parties, the compensation will be on the basis of the difference
between the agreed price and the current price on the date and place of delivery unless
it is proved that the harm is more than that. In sale to be executed in periodical parcels,
the compensation will be on the basis of the current price on the date and place of
delivery for each parcel.

Article (515)

Seller's right to return sales

If sale is concluded without postponing payment of price, the seller, in case of non
fulfillment of price, will return the sold things which are still under custody of the
buyers in its condition on condition that he submits application during 15 days from
delivery; and he should not insist on this right causing harm with tenant's privilege
unless it is proved that the last was aware the price was still due at the time of entry of
sales in the rented place or exploited with contract of equality.

The legislation of the previous paragraph will be applied in favor of buyer's creditors
who imposed judicial arrest or control on the things unless it is proved that they were
aware that the price was still due at the time of judicial arrest or control.

Chapter Two
Types of sales
Part One: sale provided by advisableness or trial or sample

Article (516)

Sale provided by advisableness

If sale is provided by advisableness, the sale will be concluded after buyer's acceptance
and the seller will be notified with this acceptance.

If it is necessary to inspect the thing with the seller who will be disclaimed if the buyer
will not arrange that inspection during the decided period in the contract or custom or
during sufficient period to be specified by the seller if there is no agreement or custom.
If the thing is with the buyer and he kept silent during the above mentioned period, his
silence is considered acceptance.

Article (517)

Sale provided by trial

It is assumed that concluded sale by trial will be pending on a condition for providing
the agreed characteristics or its ability to use what is prepared.

The trial will be during the period and means established in the contract or custom.





Article (518)

Sale by sample

If the sale is on sample basis, it should be match it absolutely and if any difference
appears, the buyer will have the right to cancel the contract.

If the agreement or custom reveals that the purpose from the sample is only for stating
the type approximately, there will be no claim for cancellation except if there is
apparent difference; and in all cases the claim will be subject to the legislations of
period's invalidity and limitation stated in article (508) of this law.

Part Two

Article (519)

Selling by installments

The buyer acquires ownership of the thing once he paid the last installment of the price
and will bear all risks from time of receiving it in the sale by installment and preserving
ownership.

Article (520)

Proof of preserving ownership

Complaint for preserving ownership occurs if it is proved from paper with certain date
and before creditors if the paper was with certain date; and its date is before the
execution procedures on the thing which is subject to preserving ownership.

Article (521)

Non fulfillment with installment of price

Non fulfillment of one installment not exceeding one-eighth of sale price will not be
reason for canceling the contract despite the agreement and the other installments will
be due for settlement on the particular dates in the contract.

Article (522)

Compensation

If the contract is cancelled for buyer's non fulfillment, the seller will return installment
received and he will reserve his right for a fair amount against using the sales in
addition to compensation.

If it was agreed that the installments will be seller's right as compensation, the judge
may reduce this agreeable compensation according circumstances.

The preceding provisions will be applied in the case that the contract is considered as a
rental contract and it was agreed that the tenant becomes owner of the thing on its due
date against payment of the agreed rent.

Part Three: sale on bonds' basis

Article (523)

Degrading the seller from obligation

For selling in bonds' basis, the seller is degraded from obligation of delivery if he
submitted to the buyer the bonds in place of goods and other documents established in
the contract and if there is no contract, to be according the custom.





Article (524)

Conditions for payment of price

Payment of price and annexes should be in the place and time in which the bonds stated
in the previous article are delivered unless there is agreement or custom stating
otherwise.

If the bonds are systematic, the buyer should not refuse payment of price on the basis of
defenses concerning description of sold goods and conditions unless it was previously
proved.

Article (525)

Sale of goods on the way

If the sale is related with things that are still on the way and the testimonies delivered to
the buyer included insurance bond against transport risks, the buyer will bear the risks
of goods as from delivery to carrier.

This legislation is not valid if the seller at time of contract was aware of goods' damage
or depreciation and he hid this from the buyer with bad intention.

Article (526)

Payment through the bank

When payment is through bank, the seller should not claim the price from the buyer
except if the bank insisted on refusal and this was proved on submission of bonds with
the customarily know methods.

The bank which declared to the seller that the buyer opened documentary credit should
not pay but for the lack of documentation or its invalidity; and also the defenses
associated with the relationship arising from opening the declared documentary credit.

Part Four: sale of securities on credit

Article (527)

Bonds' annexes

For selling securities on credit, the interest and due quotas of profit will be calculated in
buyer's liabilities after contract's signature if the seller collected it before sale's due
date.

If the sale is related with shares, the seller will have voting right until delivery time.

Article (528)

The right of option

In bonds sold on credit, the buyer has the right of option and the seller should enable
the buyer to practice this right if this is requested in suitable time or it will be practiced
for buyer's account if he gave him the necessary money; and if the buyer did not submit
the application, the seller should take care to sell the right of option for buyer's account
through one of the clients of the stock market or any financial corporation.

Article (529)

Bonds coupled with withdrawal of rewards

If the bonds sold on credit are coupled with withdrawal of rewards or provided for
depreciation through withdrawal, the rights and expenses arising from withdrawal will
return to the buyer if contract is signed before the announced day for withdrawal.





The seller should inform in writing the buyer with bonds' numbers before at least one
day from withdrawal for the purpose stated in the previous article only.

If the notification is not submitted, the buyer has the right to buy a corresponding
quantity of bonds on the seller's account and he should inform the seller before
withdrawal.

Article (530)

Bonds that its price is not yet settled

The buyer should pay the seller the value of due installments of sold bonds before at
least two days of the due date of each installment.

Article (531)

Extending the implementation of contract

If the two contractors agreed on the due date to extend contract's implementation, the
difference between the actual price and current price on due date should be settled. The
custom should be taken into consideration if it contradicts that.

Article (532)

Non fulfillment

In case the sale of bonds on credit is not fulfilled, the legislations of articles (510, 511)
will be considered without affecting application of the special laws concerning
contracts of securities markets.

Part Five: Speculative contract

Article (533)

Identification

Speculative contract: is contract by which one of the two parties delivers a thing or
more to the other party who will be obliged to pay its price unless he returns the things
in the due date.

Article (534)

Buyer's responsibility for sale's depreciation

The receiver of things will not be degraded from commitment for payment of price if
unable to return it for reason beyond his control.

Article (535)

Disposal of things

Disposal of things by the receiver are considered correct but his creditors should not put
it under judicial detention until its price is settled.

Section Three: Supplying

Article (536)

Identification

Supplying: is a contract by which one party will supply things at intervals or
continuously in favor of second party for specific price





Article (537)

Supply gquantities

If the contract did not specify the quantity to be supplied to be equal to what is
necessary, it will be returned to the importing entity in consideration with the time in
which the contract was signed.

If the contractors agreed on minimum and maximum limit of the quantity to be supplied
in total or at intervals, the importer will specify the required quantity between the two
limits.

If the required quantity to be supplied is specified according the necessity and
minimum limit only, the importer should accept sufficient quantity for the need if it
exceeded the minimum limit.

Article (538)

Specifying price for periodical supplies

If price should be specified for periodical supplies according law legislations, the due
date for each supply and the place of delivery should be considered.

Article (539)

Fulfillment

For periodical supplies, the price should be settled for each supply and according its
percentage.

For continued supplies, the price will be settled according the due dates.

Article (540)

Due date of supplying

The due date for each supply is considered as if it were multiplied for the benefit of the
two parties.

If it is importers' right to specify due date for import, he should notify the supplier with
sufficient time.

Article (541)

Non fulfillment of one of the parties

In case one of the contractors did not fulfill his commitments in respect of the one of
the imports, the second party may claim cancellation of the contract if an extremely
important issue resulted from non fulfillment or in order to undermine confidence to
enable the supplier to do the subsequent commitments honestly and satisfactorily.

Article (542)

Simple prejudice

If the importer prejudiced simply his commitments, the supplier should not suspend
execution of the contract except after warning the importer with suitable time.

Article (543)

Granting priority to the supplier

The provision that obliges the importer to give priority to the supplier in signing future
contract for the same thing is considered correct if the period of this provision does not
exceed 5 years; if it is agreed on a longer period, it will be reduced to 5 years.





The importer should inform the supplier with the provisions imposed by others and the
supplier should announce that he insists on his priority right during the specified period,
if any, otherwise the custom should be considered.

Article (544)

Monocracy right for importing

If the contract includes text granting the supplier the monocracy right for importing, the
second party should not import from others the same thing and should not produce the
things agreed upon to be imported in the contract unless there is agreement otherwise.

Article (545)

Monocracy right for selling

If the monocracy right in favor of the importer, the supplier should not supply things of
the same kind in the contract in the region that is granted monocracy in it during the
contract period whether by a direct or indirect method.

The party that is committed to sell the things before monocracy should sell it a specific
region and will be responsible for damages that may occur as a result of prejudice even
if in the contract minimum quantity is agreed.

Article (546)

Unlimited period for importing

If the period for import is not specified, each part may be degraded from the contract if
previous warning is submitted for agreement or custom or during a period that suits
importing nature during the specified period.

Article (547)

Applying contracts' provisions

The rules that concern the contracts applied on each commitment that does not
contradict the previous provisions will be applied on supplying.

Section Four
Contracting

Article (548)

Identification

Contracting: is a contract by which one of the contractors perform work or service,
prepare the necessary means for it, supervise work and bear its risks against specific
cash payment.

Article (549)
Sub contracting
The contractor should not assign sub contractor without permission from employer.





Article (550)

Estimation of charges

If the contractors did not specify amount of charges and did not specify specific
method, it will be estimated according the prevailing tariff or custom, otherwise the
judge will estimate it.

Article (551)

Contractor's commitment to provide materials

The contractor should provide the necessary materials unless there is not stipulated in
the agreement or the custom specifies otherwise.

Article (552)

Changes in work

The contractor should not insert changes on the methods agreed upon to perform work
unless there is permission from employer.

The permission should be written. In case the permission for changes does not deserve
compensation or for the additional work if it was previously specified that charges are
lump sum unless there is agreement that specifies otherwise.

Article (553)

Judge's power to specify the changes

If execution of work requires according its technical nature changes in the actual design
and the two parties did not agree, the judge will specify the required changes and
consequential changes in the price.

Article (554)

Extent of employer's right in changes

The employer may include changes in design if its value does not exceed one-sixth of
the total value agreed upon and the contractor is entitled wages for additional work.

The provisions of the previous paragraph will not be applied if the consequence of
changes resulted in significant alteration of the essence of work or in the quantity of
each item stated in the contract for execution of work.

Article (555)

Control on performance of work

The employer has the right to control performance of work and to ascertain the
situation on his own expense.

If performance of work is not in accordance with the contract or technical principles,
the employer will specify sufficient term for the contractor to execute contract's
conditions.

The contract will be terminated when the term expires in vain without prejudice of
employer's right for compensation.

Article (556)

Warning for materials' defects

If the contractor during performance of work discovered defects in the materials
provided by the employer, he should warn the employer immediately.





Article (557)

Price reconsideration

If it is revealed due to unforeseen circumstances that increase or decrease in cost of
materials or manpower will lead to an increase or decrease exceeding one-tenth of the
total cost agreed upon, the contractor and employer should request reconsideration of
the price itself.

If difficulties appeared during execution of work due to geological factors or other
factors which were not expected by the two parties and its effect will fatigue the
contractor more than his commitment, he may be entitled to a fair compensation.

Article (558)

Validation of work

The employer should validate implementation of contract's conditions before delivery
of executed work and the contractor should allow him.

If the employer delayed validation without reasonable reasons or did not notify its
result within a short period despite the contractor's invitation to do that, the work will
be considered acceptable.

But if he accepted delivery of work without preservation, the work is considered
accepted even if he did not validate it; and the contractor has a right to receive his
entitlements unless there is agreement or custom specifying otherwise.

Article (559)

Validation of work to be executed at intervals

If the work should be executed in sections, each contractor will have the right to request
validation of each section; and in this case the contractor may request the charges for
executed work and settlement of value necessitates acceptance of this section unless the
settlement is on account.

Article (560)

Contractor's guarantee of impurities and defects

The contractor guarantees impurities and defects unless accepted by the employer or
was aware of such impurities and defects or it is apparent; and in the last case, the
contractor is committed with the guarantee if concealed in bad faith.

The employer should announce the impurities or defects during 60 days from its
discovery, otherwise he will have no right and there is no need for announcement if the
contractor admitted the impurities or defects or concealed it.

The right to sue warranty for limitation against the contractor with the expiry of 60 days
from date of delivery of work will fall.

The employer when pursuing legal proceedings should insist on his right in the
guarantee on condition that he submitted announcement during 60 days from discovery
of the impurities or defects and before 60 days from delivery date.





Article (561)

The right for claiming removal of defects or impurities

The employer may claim removal of defects or impurities on contractor's account or
reduction of value with its charges without prejudice to the right of compensation for
contractor's error, if any.

But if the impurities or defects are significant that it makes work not proper for its
purpose, the employer may cancel the contract.

Article (562)

Contractor's responsibility for collapse of the building

I the contract's subject is construction of multi floor buildings or others constructions
that remain for a long period and it collapsed totally or partially during 10 years from
its construction for a defect in the land or fracture in the construction and if the danger
of collapse appeared apparently or significant defects were revealed, the contractor is
responsible towards the employer or successor on condition that it is announced during
one year from its discovery.

Employer's right for limitation in claiming on expiry of one year will fall.

Article (563)

The right for reference to sub contractor

If the contractor wants to insist on his right for reference to sub contractors and he
should inform them about the announcement referred to in the previous article during
60 days from date of receipt.

Article (564)

Employer's right to degrade the contract

The employer has right to degrade the contract even if execution of work or rendering
services is commenced as far as the contractor is compensated for incurred expenses,
work executed and expected profits.

Article (565)

Impossibility to execute the contract

If the contract is degraded as it is impossible to resume execution of the work for
reasons beyond the contractors' control, the employer should settle the value of
executed work at the percentage of the total value agreed upon.

Article (566)

Damages or defects of work

If there is damage or defect before employer's acceptance or before notice for validation
of the work for reason beyond contractors' control, the contractor will bear the
responsibility if he provided the materials.

If the employer provided all or part of the materials, the employer will bear the
consequence of damage or defect for the provided materials and the contractor will bear
the remaining.





Article (567)

Contractor's death

The contract will not be degraded for the contractor's death except if he is the main
party of the contract and the employer will also be degraded from the contract if it is
revealed that contractor's heirs are not reliable in execution work or performance of
service.

Article (568)

Employer's commitments in case of contractor's death

If the contract is degraded for contractor's death, the employer should settle to heirs the
value of executed work on the basis of the price agreed upon and he should also settle
the expenses incurred for the employer's interest; and the employer has the right to
claim delivery of materials and projects that are in the process of execution without
prejudice to the rules for protection of intellectual production.

Article (569)

Employees' rights

The employees in execution of work or service under contractor's orders may pursue
proceedings directly against employer to fulfill their entitlements within the limit of
contactor's debt against the employer at time of pursuing their proceedings.

Article (570)

Applicable provisions

If contracting is for submission of continued work or periodical services, the provisions
of this section and the section concerning import contracts if it does not contradict it
will be taken into consideration.

Section Five
Transport
Chapter One: general legislations

Article (571)

Identification

Transport: is a contract by which the carrier will transport persons or things from place
to another against charges

Article (572)

Signature of transport contract

The contract of transport and contract of commission agency is concluded once it was
agreed; contract is proved by all legally decided proof means.

Receipt of thing at place of transport by the carrier (transporter) is considered
acceptance from shipper.

Embarkation of passenger on transport mean is considered acceptance of carrier except
if passenger does not intend to sign contract.

Transport contract's execution is concluded once agreed upon except if the two parties
explicitly or implicitly agreed to delay it at delivery time.





Article (573)

Formal contracts

If the carrier uses more than one form for the contracts to be signed, transport contract
is concluded by the form that includes general conditions unless agreed to follow other
form that includes special conditions.

If it is agreed to follow special form, the conditions should not be split.

Article (574)

Duties of transporter

Practicing transport services of persons or things on specific lines and which are
granted by administrative privilege obliging acceptance of transport applications within
the limits of availability of normal means according stipulations of the general contract,
or the established stipulations which the public are aware of.

Submission of the required transfers should be arranged in order and when there are
various applications at the same instant, priority will be given to the farther extent.

If stipulations of the general contract authorized special privileges, the transporter
should apply it on applicants equally in consideration with the permitted special
privileges in the general conditions.

Any agreement contradicting the general conditions will be void.

Article (575)

What is not considered force majeure

Explosion of transport means or being burnt or deviation or collision or other accidents
that concern the tools or machinery used in transportation are not considered force
majeure, even precautions were taken to guarantee safety and to prevent harms that
may occur.

Also accidents that lead to death of transporter's affiliates or injury of physical or
mental weakness during work, even precautions were taken to guarantee their physical
or mental fitness.

Article (576)

Transporter's delay and deviation

The transporter will not be asked for compensation arising from delay or deviation from
the specified route for the reason of the necessity to render assistance for any sick
person or injury or in danger.

Article (577)

Applicable provisions on transporter

The provisions of this section will be applied on marine transport, air transport,
railways and mail as far as it does not contradicting the marine law and special laws.

Article (578)

Fraud and significant error

Fraud in transport means any act or prevention from transporter or affiliates for the
purpose of occurring harm.

Significant error means any act or prevention from transporter or affiliates that is
awkwardly coupled with awareness of what may result.





Article (579)

Transporter's responsibility

Transporter will be asked from his acts and affiliates' acts during performance of their
services.

An affiliate is any person that the transporter uses in implementing commitments
arising from the transport contract.

Each provision that exempts the transporter of affiliates' acts will be void.

Chapter Two: transport of things

Article (580)
Statement of things to be transported
If the transport document is written, it should include the following data:
1. Place and date
2. Names of sender, consignee, carrier, transport commission agent — if any,
homes and addresses
3. Place of departure and place of arrival
4. Kind of thing, weight, volume, method of packing, number of packages and
other data necessary to specify the thing and evaluate its value
5. Date of transport
6. Transport charges and other expenses as well as name of entity that will pay
the freight
7. Specific agreements concerning transport means and method as well as
conditions for loading, discharging and compensations for loss or damage or
delay of arrival which were included in the transport agreement.
If any specific documents are required for transport, the shipper should deliver it to the
transporter when delivering things for transport. The shipper will bear the harms
arising from his negligence to mention data accurately as well as non delivery of
documents or its delivery with errors. The transporter will be responsible for its loss or
misuse.
The opposite of what is mentioned in the transport document may be proved by all
means.

Article (581)

Transport document form

The transport document will be written in the name of specific person or order or
holder.

The document is circulated according the rules of transfer if it was nominal, by rotation
if it was to order and by handling if it was to holder.

Article (582)

Delivery receipt

If transport document is not written, the transporter should deliver to the shipper upon
request a signed receipt for receiving the thing to be transported.

The receipt should be dated and should include sufficient data and freight charges.





Article (583)

Place of delivery

The shipper should deliver the thing to the transporter at the place of loading unless it
was agreed to deliver it at another place and if special arrangements for transport are
required, the shipper should notify the parties before sufficient time.

The transporter may require opening the packages before delivery to ascertain accuracy
of data.

If the nature of the thing requires special preparation, the shipper should take care of
packing to protect it from loss or damage and will not cause harm to the persons or the
other things.

The shipper is responsible for damage arising from defect of covering or filling or
packing. The transporter will be responsible for damage if accepted transportation with
his knowledge of defect. The transporter will be aware of the defect if it is apparent or
concealed.

The transporter should not repudiate responsibility for damage or loss of things that are
transported by proving that damage is due to coverage of other thing or filling or
packing. Each agreement agreed otherwise will be void.

Article (584)

Payment of charges

The shipper should pay freight and other expenses unless it is agreed to be paid by
consignee; in this case the shipper and consignee will be responsible by solidarity for
payment of freight and expenses.

The transporter is not entitled freight for things lost by force majeure.

Article (585)
Shipper's instructions
The shipper may order the transporter to return the things to him or to direct it to other
person and not the actual consignee or other instructions on condition that he pays to
the transporter the freight of what is transported and to compensate him for expenses
and harms.
The shipper should not use this right in the following cases:
1. If he is unable to submit the transport document that h received from the
transporter
2. If the thing arrived and the consignee requested its delivery; this right is
transferred to the consignee once he receives the transport document.

Article (586)

Owner of things acts

The owner of things may dispose of things by sale or other acts when the things are
under custody of the transporter in accordance with the transport document.

The owner will bear the consequences of loss of things during transport and will refer
to the transporter.

Article (587)
Excess of instructions





The transporter should execute the instructions of whoever has a right to issue it
according article (585) of this unless it contradicts transport conditions or the
transporter could not execute it or if its execution will interrupt transport movement or
the value of the things will not cover the expenses of the transporter for its execution; in
this cases, the transporter should notify the entity that issued the new instructions that
he is prevented from its execution and reason for prevention. The transporter will be
responsible if there are unjustified reasons.

Article (588)

Consignee's commitments

The consignee will bear the commitments arising from transport contract if accepted
explicitly or implicitly; the acceptance is considered implicit particularly by requesting
the consignee to deliver the thing by the transport document or issuance of instructions
after delivery of this document.

Article (589)

Loading goods

The transporter is obliged to load and stow the thing on the transport mean unless
agreed otherwise.

If it is agreed that the shipper will load the goods or stow it, the transporter should
refuse transport if there is defect in loading or stowage that cannot be concealed.

Article (590)

Transport route

The transport should proceed through the route agreed upon. If it was not agreed on a
specific route, the transporter will proceed through the best route.

The transporter may change the route agreed upon or will proceed through the shortest
route if there is necessity; in this case, he will not be asked for delay or other harms that
arise from changing the route except if fraud or significant error from his side or
affiliates' side is proved; the transporter will claim additional expenses arising from
that.

Article (591)

Transporter's responsibility for damage and delay

The transporter will be asked for partial or total loss or damage or delay in delivery
from date of receiving the things.

The thing will be total loss if not delivered or the consignee is not notified to attend
delivery during 30 days from expiry of delivery date or from expiry period of the
ordinary transporter in the same circumstances if there is no specific date of delivery.

Article (592)

Transport of valuable things

The transporter will not be responsible for loss of money or securities or gold or other
valuable things except to the extent of the written data that the shipper submitted at
time of delivery or it was proved that he was aware of it.





Article (593)

Delivery of transported things without reservation

Delivery of thing to be transported without reservation drops the right for claiming the
transporter for reason of damage or partial loss unless the consignee proves the
condition of thing and the claim will be raised against the transporter during 90 days
from date of delivery.

The transporter should not insist on refusing the claim according the previous
paragraph if it is proved that the loss or damage arise from fraud or significant error
was from the transporter or affiliates or they intended to conceal it.

Proof of the thing's condition referred to in the first paragraph of this article should be
with the knowledge of administration's people or by an expert to be appointed by an
order from the court of urgent matters.

Article (594)

Value of thing is not stated

If the thing is lost or damaged without stating its value in the transport document,
compensation is estimated on the basis of the actual value when lost or damaged on the
specific date at the place of arrival according the current price of the market. If the
thing has no specific price, its price will be specified by the competent court.

If the value of thing is specified in the transport document, the transporter may dispute
this value and will prove with all means the actual value of the thing.

Article (595)

Partial damage of the transported thing

If the consequence of thing's damage or partial loss or delay in arrival will not be fit for
the required purpose and transporter's responsibility is proved, the party claiming
compensation may disregard a thing to the transporter in order to obtain full
compensation.

Article (596)

Continuation of transport outside transportation limits

If transporter committed to continue transportation of things on lines outside his work
range through other carriers, without obtaining transport bond to the destination to
which the things will be transported, it is presumed that he did so as if it was within the
scope of the limits of the shipping agent.

Article (597)

Undertaking of multiple transporters in one contract

If multiple transporters will execute one contract, the first transporter will be
responsible towards the shipper and receiver on total transport; any condition
stipulating otherwise will be void.

The transporters following the first transporter will be asked for damage of the
transported part. If the part in which the damage has occurred cannot be specified, the
compensation will be distributed among all the transporters at the percentage of freight.
The transporter that proves that the damage did not occur in its transported part will be
exempted from compensation.





Article (598)

Condition of cargo to be transported

Transporters have the right to prove the condition of the things to be transported at the
time goods are delivered either in the transport bond or in a separate paper.

If there is no such statement, it is assumed that it is in good condition and matching the
transport bond.

Article (599)

Previous transporters' rights

The last transporter represents the previous transporters in fulfillment of the
entitlements of each arising from transport's contract and in practicing the privilege
right on transported things.

If neglected fulfillment of their entitlements or in practicing privilege right, the last
transporter will be responsible before the previous ones for due amounts without
prejudice to the right of referring to the receiver.

Article (600)

Reasons for repudiating transporter's responsibility

The transporter should not repudiate responsibility for loss of thing or damage or delay
in delivery except if proved force majeure or defect in the thing itself or shipper's error
or receiver's error.

If repudiated liability for damage due to defect in packing of goods, the shipper or
receiver should prove that the damage did not arise from the defect.

Article (601)

Loss of thing

Any provision exempting the transporter from the responsibility of total loss of thing or
partial loss or damage will be void.

The provision for exemption of responsibility will entail the shipper or receiver to pay
all or part of insurance expenses.

Article (602)

No addition between compensations

The compensation of total loss should not be added with compensation for delay.
Compensation for delay in case of partial loss will be for the part that is not lost.

In all cases compensation should not exceed the entitlements in the case of total loss.

Article (603)

Finding the lost thing

If compensation for lost thing is paid and then it was found during one year from date
of fulfillment, the transporter should notify immediately the party that received the
compensation with the condition of the thing and should invite him to attend and
sample the thing at the place in which it was found or place of arrival according the
choice of receiver of compensation.

If receiver of compensation did not send his instructions during 15 days from date of
receiving the notification or if he received his instructions and did not attend sampling





at the time specified by the transporter or attended and refused the thing, the transporter
may dispose of it.

If the receiver of compensation accepted the thing, he should refund the compensation
after deducting the expenses and charges for the harm that occurred due to delay in
delivery.

Article (604)

Extent of transporter's responsibility

With the exception of deliberate error or significant error from the transporter or
affiliates, the transporter should:

1. Specify responsibility of partial or total loss or damage on condition that
compensation should not be less than one-third of the transported goods at the
place and time of its transport; and each compensation agreement less than this
limit will be increased.

2. To be exempted from responsibility of delay

The condition of exemption from responsibility or its limitation should be written in the
transport document and the transporter should inform the shipper. If the transport
contract is written on printed forms, the condition should be clear and written in a way
that draws the attention, otherwise the condition will be considered as if it was not.

Article (605)

Transporter's responsibility in a special case

If the thing is transported under guidance of the shipper or receiver, the transporter will
not be responsible for loss or damage, except if it is proved that the error is from the
transporter or affiliates.

Article (606)

Shortage of thing

The transporter will not be asked for shortage in weight or volume during transport
arising from the nature of the thing unless it is proved that the shortage has arisen from
other reason.

If the transport document includes multiple things divided in groups or packages, the
allowed shortage will be specified on the basis of each group or each package if the
weight was specified independently in the transport document or it was possible to
specify it.

Article (607)

Transporter's obligation to discharge

The transporter is obliged to discharge the thing on arrival unless agreed otherwise.

The receiver should refer directly to the transporter requesting delivery or
compensation if necessary.

Article (608)

Obstacles or impossibility

If an obstacle occurred beyond the control of the transporter that prevented
transportation or its continuation and also if excessive delay occurred for the same





reason, the transporter should request instructions immediately from the shipper and
will take the necessary measures to guard the things that were received.

If circumstance did not permit obtaining advices from the shipper or the advices are not
practical, the transporter may store the things in a public storage place or in another
suitable place to be specified by the judge. If the things will be damaged quickly, it
should be sold according law and the transporter should inform urgently the shipper
about storage or sale.

The transporter has right to recover the expenses and if transport started, he will have
the right to claim freight in respect of the distance unless discontinuation of transport
led to loss of things due to an emergency accident.

Article (609)

Receiver's rights

The rights arising from transport contract towards the transporter are referred to the
receiver from the time he request delivery of things from the transporter if it arrived at
the destination or expiry of the period of arrival.

The receiver should not insist on the rights arising from the contract except against
settlement of transporter's entitlements of transport and other expenses; in case there is
dispute on the due amount, the receiver should deposit the disputed difference with the
bank or assured person.

Article (610)

Repudiation of transporter's responsibility on delivery

The transporter will not be asked for loss or damage of thing after delivery to the
receiver or his agent or nominated official by the judge unless fraud or significant error
from transporter or affiliates is proved.

Article (611)

Delivery of things to receiver

The transporter should put the transported things under disposal of the receiver at the
place, time and method specified in the transport contract or custom.

If things are not delivered to the receiver in his place, the transporter should inform
receiver about its arrival immediately and the time for delivery.

Article (612)

Multiple periods

If transport is at intervals, a specified period to be for each interval, the final period for
transport will be for its total.

Article (613)

Impossibility to deliver the transported things

If it is impossible to find the receiver or if he refused or if he delays the request to
receive the transported things, the transporter should immediately request shipper’s
advice and the provisions of article (608) to be applied.

If there are multiple receivers and dispute has arisen between them on their right to
receive the things or on method of execution and also if receiver delays receipt of the





transported things, the transporter may lodge it by legal means or sell it for the account
of whoever has the right if the things will be damaged quickly.
The transporter should inform the receiver immediately of lodging or selling.

Article (614)

Exceptional case

Transport conditions based on the assumption of occurrence of expected emergency
accident that usually occurs to transport means are correct.

Article (615)

Estimation of harm

The harm arising from loss or damage will be estimated on the current price of the
transported things at the place and time for delivery at destination.

Article (616)

Investigation of harm

The receiver has the right to validate the transported things and its condition before
delivery for his own expense.

If there is loss or damage, the transporter should settle the expenses.

Validation of loss or damage should be through the method decided in litigation law in
consideration with law provisions stipulating otherwise.

Article (617)

Transporter’s right in fulfillment of entitlements

If the transporter delivered the things to the receiver and did not fulfill his debts and
other expenses or did not claim deposit of the disputed amount, he will be responsible
towards the shipper for due amounts and he should not claim this last one without
prejudice to raise the claim against the receiver.

Article (618)

Transporter’s right in thing’s detention

The transporter has right in detention of things to fulfill freight, expenses and other due
amounts for transport.

The transporter will have privilege on the cost arising from sale of thing to fulfill due
amounts for transport; procedures for execution of mortgaged things commercially will
be followed.

Article (619)

Limitation of claim arising from transport contract

Limitation of claim for things arising from the transport contract is after expiry of one
year from date of delivery of the thing to the receiver or to the customs or to the official
who is nominated by the judge to lodge the thing. This article will be applied in case of
total loss from date of expiry of the stipulated period in the second paragraph of article
(591) of this law.

Limitation of transport claim in referring to the contracting transporters will be
according the fourth paragraph of article (597) of this law with expiry of 6 months from
date of fulfillment of compensation or from date of claiming officially.





The party or affiliates that committed fraud or significant error should not insist on the
limitation stipulated in this article.

Chapter Three: transportation of persons

Article (620)

Passengers’ commitment

The passenger is commitment to settle the transport fees in the agreed or specified time
of transport systems or according custom. He is committed to settle the full fees even if
he did not travel. But if traveling is impossible due to death or sickness or other force
majeure reason, the transport contract will be cancelled.

Transporter’s instructions concerning transport should be followed.

Article (621)

Force majeure

If there is force majeure that prevented traveling or there are circumstances that make
traveling dangerous, the transporter will not be committed to pay compensation because
transport contract was not executed and will not be entitled to transport fees.

If there is force majeure or danger during execution of transport, the transporter is not
entitled fees except for the part of transport that was executed.

Article (622)

Excuses for not traveling

If passenger decided not to travel before resuming transport, he should notify the
transporter before the specific day and in cases of necessity, the notification may be on
the specific day on condition that it is received before the specific hour.

If the notification is according the previous paragraph, the transporter does not deserve
the transport fees.

If the passenger will not resume the transport after it started, he is obliged to pay the
full fees except if the reason is for necessity, he will be committed to pay fees for the
executed part of transport.

Article (623)

Non attendance at the specific time

Without prejudice to the provisions of the previous article, if the passenger did not
attend the specific time, he is obliged to pay the full fees; and if he paid it, he may
travel on a further date unless agreed or the custom is otherwise.

Article (624)

Delay due to the transporter or affiliates

If the transport is delayed due to transporter or affiliates or the means used in transport,
the passenger may select other transport mean; and in this case, the transporter will bear
the expenses for transportation to the agreed place; and he may choose to wait until
transport movement is resumed and in this case, he is not obliged to pay any additional
fees without prejudice of the passenger’s right for compensation in the two cases.





Article (625)

Transport card assignment

Transport card assignment may be before resuming transport, except if the card was in
the name of the passenger and personal consideration was considered in giving it.

Article (626)

Changing transport class

If the passenger used a place in a lower class than the class specified in the transport
card, he may claim the difference between the two classes from the transporter.

If the passenger paid additional fees for special benefits, he may claim refund this fees
if the transporter did not provide these benefits.

Article (627)

Detention of passenger’s luggage

Detention of passenger’s luggage will be arranged by the transporter to guarantee
payment of transport fees and other due amounts for transport.

The transporter will have privilege right on cost of luggage to fulfill the due amounts
for transport and procedures for execution on legally mortgaged things will be followed
in this respect.

Article (628)

Transporter’s commitment to transport the passenger and his luggage

The transporter is committed to transport the passenger and his luggage to place of
destination at the agreed time or the time mentioned in transport rules or according
custom; if it is not specified, it should be executed at the time that is executed by
ordinary transporter in the same circumstances.

The transporter before resuming transport or during the route may inspect the
passenger’s luggage in his presence if possible to ascertain that it matches transport
conditions.

Article (629)

Guaranteeing passenger’s safety

The transporter guarantees passenger’s safety during execution of the transport
contract. Any provision exempting the transporter from this guarantee will be void.
Execution of the transport contract includes the period between embarkation on
transport mean at place of departure and disembarkation at place of arrival; in case
there are terminals for transport means, execution of transport contract includes the
period between passenger’s entry in the terminal at the time of departure until exit from
terminal at place of arrival.

If it is necessary to change the transport mean in the route, the guarantee will not
include the period of transfer from transport mean to another without the guard of
transporter or affiliates.

Article (630)

Extent of transporter’s responsibility

The transporter will be asked from the following:
1. Delay in arrival





2. Body harms or other harms during execution of transport contract
Transporter should not repudiate responsibility for delay and harms during transport
except if it was proved that it was due to force majeure or passenger’s error.

Article (631)

Invalidity of provision for repudiation of responsibility

Each provision that exempts the transporter totally or partially from responsibility of
passenger’s body injury will be invalid; and each condition in the provision of
repudiation of responsibility is considered an obligation to the passenger to pay all or
some insurance expenses of the transporter’s responsibility and each assigned condition
of passenger’s insurance right against transporter’s error.

Article (632)

Conditions for repudiation from responsibility

The transporter will repudiate total or partial responsibility for delay or non body harms
of the passenger except in cases of fraud or significant error of the transporter or
affiliates. The condition for exemption from responsibility should be written, otherwise
it will be considered as if it was not. If the transport contract was on printed forms, the
condition should be clear and written to draw the attention, otherwise the condition will
be considered as if it was not.

Article (633)

Guarding luggage

The passenger should guard the luggage and animals that are licensed for carriage with
him and the transporter will not be asked for its loss or harm except if the passenger
proved that there is an error from the transporter or affiliates.

The passenger will be asked for the harm to the transporter, affiliates and others
because of the luggage or animals that are carried with him.

The special provisions for transport of things will be applied on transport of luggage.

Article (634)

Transporter’s commitment in case of passenger’s death

In case of passenger’s death or sickness during execution of transport contract, the
transporter is obliged to take the necessary measures to preserve his luggage until
delivery to the concerned; and the concerned in case of death or sickness should
interfere to control the measures taken by the transporter and should request a
declaration that passenger’s luggage is under custody of the transporter.

Article (635)

Heir’s right to claim compensation from the transporter

Passenger’s heirs and his dependent persons in execution of the right for family
allotment may submit responsibility claim to the transporter claiming compensation for
harm that has occurred to their heir or breadwinner whether the death occurred due to a
direct accident or after expiry of a period.





Article (636)

Limitation of claim arising from transport contract of persons

Limitation of claim arising from the transport contract will be after expiry of two years
and its subject will be claiming transporter for compensation for passenger’s death or
body harm injury. This period will be applied in case of death from date of its
occurrence or in case of body injury from date of occurrence of the accident.

Limitation of any other claim arising from the transport contract of persons will be after
expiry of one year. This period will be applied from the specific time of arrival and
when it is not specified from the time the ordinary transporter takes in transport in the
same circumstances.

Chapter Four
Commission agency for transport

Article (637)

Identification

Commission agency for transport is a contract by which the agent will contract with a
transporter in his name for account of a client for transport of thing or person to a
specific place and will perform the operations related to this transport for a commission
from the client.

If the commission agent will perform transport by his own means or by other means
totally or partially, provisions of transport contract will be applied unless agreed
otherwise.

Article (638)

Agent’s commitments

Commission agent for transport is committed to protect client’s interests and to execute
instructions particularly what concerns selection of transporter, time and route to be
followed.

The agent will not arrange insurance of things unless ordered to arrange or the custom
requires it.

Article (639)

Cancellation of agency

The client may cancel at any time the transport application before the agent signs the
transport contract on condition that the client refunds the expenses incurred by the
agent and to compensate the agent for work performed.

Article (640)

Responsibility of commission agent for transport

Commission agent for transport guarantees safety of passenger and things.

In transport of things, he will be responsible from time of receiving the thing about its
total or partial loss or damage or delay in delivery and should not repudiate his
responsibility except by proving force majeure or self defect in the thing or client’s
error or receiver’s error.





In transport of persons, he will be responsible for delay in transport and passenger’s
physical or material harms; and should not repudiate his responsibility except by
proving force majeure or passenger’s error.

In all cases, recourse will be to the transporter.

Article (641)

Exemption from responsibility

Each condition that exempts the commission agent for transport from total or partial
responsibility for physical harms that occur to the passenger will be void.

Each condition that obliges the passenger to pay all or some insurance expenses against
the responsibility of the commission agent and each condition by which the shipper or
receiver or passenger assigns the rights arising from insurance that was signed against
transport risks to the transporter will be considered a provision for exemption from
responsibility.

Except in cases of deliberate error and gross error from the commission agent for
transport or affiliates or from transporter or affiliates, the commission agent for
transport may specify his responsibility for total or partial loss of thing on condition
that the agreed compensation will not be less than one-third of the value of the
transported goods at the place and time of its transportation.

Total or partial exemption may be agreed for damage that is not physical or for delay
that occurs to the passenger.

Article (642)

Right of recourse

The client or passenger has the right of recourse directly to the transporter for claiming
compensation of harm arising from non execution of transport contract or for its
execution by a flawed method or for delay. In this case, the commission agent for
transport should be entered in the proceedings.

The transporter has the right of recourse directly to the client or passenger to claim
compensation from harm that occurred to him in executing the transport contract.

Article (643)

Guarantee of the actual agent

The actual commission agent is grantor of the commission agent in the middle unless
the shipper appointed the intermediary agent in his agreement with the actual agent.

Article (644)
Commission agent replaces the transporter
If the commission agent paid the freight to the transporter, he replaces him in rights.

Article (645)

Limitation of claim arising from the agency

The provisions stipulated in articles (619, 636) will be applied on limitation of claim
arising from commission agency’s contract for transport.





Article (646)

Validity of agency’s contract

The provisions concerning commission agency’s contract will be applied on
commission agency for transport with the exception of the provisions set forth in the
foregoing.

Chapter Five: provisions concerning air transport

Article (647)

Identification

Air transport means transport of persons or luggage or goods by air planes against
charges.

The expression “luggage” means things that the passenger carries with him and that
were delivered to the transporter to be under custody during transport and this
expression does not include things that remain under custody of the passenger during
transport.

Article (648)

Validity of transport contract’s provisions

The provisions of the international agreement in Libya will be applied on international
air transport.

The provisions stated in this section with consideration of the provisions in the
following articles will be applied on internal air transport.

Transport will be internally if the two specified points for departure and arrival by
agreement of the contractors are located in Libya even if the plane continues its trip
over the Libyan boundaries after departure from the point of arrival.

Article (649)

Limited liability

Air transport document should include a statement that transport is according the
provisions of limited liability stipulated in article (654) of this law except for abstinence
on the carrier to adhere to those provisions.

Air transporter should ascertain that travelers on the plane and goods shipped on it or
goods that the travelers keep during traveling will comply with the necessary conditions
for boarding according the prevailing regulations.

Article (650)

Transporter’s responsibility for harms that occur to passengers

The air transporter will be asked about the harm that may occur in case of passenger’s
death or injury with wounds or other body harm if the accident that led to harm
occurred on board the plane or during the presence of the passenger under the guard of
transporter or affiliates inside the departure airport or in plane or inside the arrival
airport or in any other airport or place in which the plane lands optionally or in
emergency.





Article (651)

Transporter’s responsibility for damage of goods

The air transporter is asked about the damage that occurs in case of loss of luggage or
goods or its damage if there is damage arising from an accident during execution of the
air transport.

The air transport includes the period in which the luggage or goods were under custody
of the transporter or affiliates during flying or during the stay of the plane in one of the
airports or in any other place that it landed on.

The air transport does not include the period in which the luggage or goods are in the
place of transport by road or marine or river that is located outside the port except if
this transport is necessary to load the luggage or goods or for its delivery or for its
transport from plane to another for execution of the air transport contract.

Article (652)

Responsibility for delay

The air transporter is asked from the damage arising from delay in arrival of passengers
or luggage or goods.

The luggage or goods that the transporter does not deliver to receiver or does not notify
him to attend to receive them after expiry of 30 days from the specific time of delivery
are considered lost.

Article (653)

Repudiation of transporter’s responsibility

The air transporter should not repudiate his responsibility without proving force majeur
or self defect of the thing itself or error of the sender or receiver or passenger.

If the transporter proved one of the reasons mentioned in the previous paragraph, the
prosecutor may repudiate this proof by the evidence that the damage did not occur with
this reason or it was not the mere reason for occurrence of the damage; in the last case,
the compensation is reduced with the percentage of the damage which is related to the
reason that the air transporter proved.

Article (654)

Limitation of responsibility

In case of transport of luggage or goods, the compensation does not exceed LD 100.-
for each kilogram and if the shipper submitted a declaration, on delivery of luggage or
goods, concerning the importance of delivery at destination and paid additional fees for
that, the transporter is obliged to settle the compensation on the amount of value stated
in the declaration, except if the transporter proved that this value exceeded the extent
that the shipper based for delivery.

In case of loss or damage of part of package or loss of contents, the maximum
compensation will be calculated on the basis of the total weight of the package unless
this affects the value of other packages of the same consignment, the weight of these
packages should also be considered.

The transporter will not be asked for things that remain under custody of passenger
during traveling except if it is proved that an error occurred from the transporter or one
of its affiliates; and in this case, the compensation will not exceed LD 500.-.





The provisions of the previous paragraphs will not prejudice the international
agreements organizing air transport.

Article (655)

Non abstinence on limitation of responsibility

The air transporter should not insist on limitation of responsibility if it proved that the
damage arises from action or prevention from the side of transporter or affiliates or
agents for occurrence of damage or significant error; if the action or prevention
occurred from the side of affiliates, it should also be proved that they were at the time
during performance of their duties.

Article (656)

Affiliate’s right of abstinence on limiting responsibility

If the compensation claim is raised against one of transporter’s affiliates or one of the
agents, he may insist on limiting responsibility stipulated in article (654) if it is proved
that the action that caused the damage occurred during performance of duty.

Total compensation which may be obtained from transporter and affiliates should not
exceed the mentioned limit.

Transporter’s affiliate should not insist on limiting responsibility if it is proved that the
damage arises from action or abstinence from his side, either for the intention of
occurrence of damage or gross error.

Article (657)

Invalidity of provision for exemption from responsibility

Each provision for exemption of the air transporter from responsibility or its limitation
with less than the limits stipulated in article (654) will be void.

This invalidity does not include the provision that exempts the transporter from
responsibility or limiting it in case of thing’s loss or damage due its nature or a defect in
it.

Each condition that obliges the traveler or shipper or receiver to pay all or some of
insurance expenses against the responsibility of air transporter and each condition by
which the traveler or shipper or receiver assigns his rights in insurance against transport
risks to the transporter will be considered as exemption from responsibility.

Article (658)

Reserving the right

Delivery of the luggage or goods without reserve is a proof that it is in good condition
and identical with the transport document unless it is proved otherwise.

Article (659)

Protest

The receiver in case of damage of luggage or goods should complain to the transporter
immediately on discovery of the damage and maximum during 7 days in respect of
luggage and 14 days in respect of goods from date of its delivery. In case of delay, the
complaint should be directed during maximum 21 days from the date that the luggage
and goods were placed under disposal of the receiver.





The complaint should be evidenced for reserving the right on the transport document on
receipt of luggage or goods or with registered letter with acknowledgement of receipt to
be sent to the transporter on the legal period or with any other known mean for proof.

Claim responsibility to transporter will not be accepted if the complaint is not directed
during the period stipulated in this article except if the prosecutor proved occurrence of
fraud or significant error from the side of the transporter or affiliates to miss these
appointments or to conceal the fact of damage that occurred to the luggage or goods.

Article (660)

Limitation of case arising from air transport contract

Limitation of each case arising from air transport contract concerning compensation for
loss or damage of luggage and goods will be after expiry of one year. This period is
applied in case of partial loss or damage from delivery date according the first
paragraph of article (619); and in case of total loss, from date of expiry of the period
stipulated in the second paragraph of article (652) of this law.

Limitation of each case arising from air transport contract regarding compensation for
death of traveler or injury with body harms will be after expiry of two years; and this
period is applied in case of death on date of occurrence and in case of body injury from
date of accident.

Limitation of all other cases arising from the transport contract will be after expiry of
one year; and this period is applied from the specific date of plane’s arrival; and if it is
not specified, it will be applied from date of accomplishment by an ordinary air carrier
in the same circumstances.

Air transporter or affiliates or agents that caused fraud or significant error should not
insist on validation stipulated in the previous three paragraphs of this article.

Article (661)

Free transport

In case of free transport, carrier will not be responsible for damages that are not
physical except if it is proved that it is due to its error or error of affiliates or agents and
in this case the carrier will be asked within the limit stipulated in article (654).
Transport is considered free if it is without fees and the carrier is not professional; if the
carrier is professional, the transport is not considered free even if it is without fees.

Article (662)

Air carrier’s responsibility limits

The air carrier is responsible within the limits stipulates in article (654) whatever is the
liabilities described in the lawsuit liability and whatever is their number or amount of
due compensation and whatever is the basis of the lawsuit liability.

Article (663)

Plane’s pilot power

The plane’s pilot has power on all the persons in the plane.

He decides exit of any person or thing that his existence is consequent to danger to its
safety or prejudice its system.

He decides during flying when necessary to get rid of all or part of the things or fuel
and should notify as soon as possible the plane’s investor. He should start to get rid of





things that its value is low whenever possible and the carrier will be responsible for loss
of things that the pilot throws for plane’s safety.

Section Six
Commercial mortgage

Article (664)

Commercial debt’s guarantee

In consideration of the provisions that organize specific types of commercial mortgage,
the provisions of this section will be applied on each mortgage established on
transferable fund as guarantee for debt that is considered commercial for the debtor.

Article (665)
Forcing mortgage in other’s right
The mortgage will not be forced in other’s right unless the custody of the mortgaged
thing is transferred to the mortgagee creditor or to other person nominated by the
contractors and remained under custody of the receiver until expiry of the mortgage.
The mortgagee creditor or the person nominated by the contractors is considered the
custodian of the mortgaged thing in the following two cases:
1. If put under his disposal by a mean that the other has the belief that the thing
became under his custody.
2. If receives a bond representing the mortgaged thing that gives him the right to
receive the thing.

Article (666)

Rights’ mortgage

The fixed rights are mortgaged in nominal bonds with written bond mentioning in it for
guarantee; to be registered in the books of the entity that issued the bond and to be
indicated on the bond itself.

The fixed rights will be mortgaged in bonds to order by rotation mentioning that the
value is for the guarantee.

The other unfixed rights will be mortgaged in nominal bonds or bonds to order by
following the procedures and status concerning transfer of right.

Custody of rights is transferred by delivery of bonds proving it and if the bond is
lodged with the others, the receipt for delivery is considered as delivery of the bond
itself provided that the bond is sufficiently specified in the receipt and the person with
whom it is lodged will agree that the mortgagee creditor’s account to be under his
custody.

Article (667)

Mortgage’s proof

In consideration with the provisions stipulated in the previous article, forcing the
commercial mortgage in others right should not be written or the paper in which the
mortgage is recorded is with fixed date.

The mortgage is proved with regard to the contractors and towards others with all proof
methods whatever is the value of the guaranteed debt.





Article (668)

Mortgage of homologue fund or non homologue

If the mortgage is arranged on homologue fund, it remains existing if another thing of
its type is exchanged with the mortgaged thing.

If the mortgaged thing is non homologue fund, the mortgager creditor may return it and
exchange it with another provided that it is stipulated in the mortgage contract and the
creditor accepts substitution without prejudice to the rights of the other

Article (669)

Statement of the mortgage

The mortgagee creditor should deliver to the debtor if requested a receipt stating the
mortgaged thing, type, amount, weight and other distinguishing features.

Article (670)

Preserving the mortgaged fund

The mortgagee creditor is obliged to take the necessary means to preserve the
mortgaged thing. If this thing is a commercial security and the mortgagee creditor is
not considered legally holder, he should fulfill its value on the due date and particularly
to resort to the judge for urgent issues to issue order directed to the party committed
with the commercial security to fulfill its value to the mortgagee creditor; and the party
committed with the security will keep the security by protesting in front of him with all
the defenses which they have in facing the mortgager debtor.

The mortgager is committed for all expenses that the mortgagee creditor spent.

Article (671)

Using mortgage rights

The mortgagee creditor is obliged to use for account of the mortgager all rights
concerning the mortgaged thing and to receive its value, profits and other entitled
consequential amounts. He should deduct what he received from the amount that he
spent for preserving the thing and repairs, then from the expenses and interests, then
from the actual debt guaranteed by the mortgage unless the agreement or law stipulates
otherwise.

Article (672)

Notice for payment

In consideration with what is stipulated in article (670) and provisions organizing the
commercial securities to the mortgagee creditor if the debtor did not pay the debt
guaranteed by the mortgage in its due date after expiry of 7 days from date of warning
the debtor for fulfillment, he should request from the president of the court of first
instance to issue an order for sale of all or part of the mortgaged thing.

Article (673)

Order for sale

The issued order for sale of the mortgaged thing from the president of the court of first
instance should not be implemented except after expiry of 5 days from date of notifying
the debtor with the place, date and time of sale.





If the mortgage is decided on various funds, the mortgagee creditor has the right to
specify the fund which will be sold unless agreed otherwise.
In all cases, the sale should be sufficient to fulfill the right of the creditor.

Article (674)

Sale of the mortgaged fund

The sale will be on the date and place which is specified by the president of the court of
first instance in public auction, except if the president of the court orders to follow
another method. If the mortgaged thing is a circulating bond in stock market, the
court’s president will order its sale in this market through one of the brokers.

The mortgagee creditor will fulfill by privilege his actual debt, interests and expenses
from the price resulting from sale.

Article (675)

Loss of mortgaged thing

If the mortgaged thing is subject to loss or damage or its custody requires excessive
expenditure and the mortgager does not wish to submit other thing in its place, the
creditor and mortgager may request from the president of the court of first instance to
permit its sale immediately by any method and the mortgage will be transferred to the
price resulting from sale.

Article (676)

Price reduction of mortgaged fund

If the price of the mortgaged thing is reduced in the market so that it became
insufficient to guarantee the debt, the creditor may specify to the mortgager suitable
date for completing the guarantee. If the mortgager refused date or the period expired
without completing the guarantee, the creditor may follow the procedures stipulates in
articles (672) and (674).

Article (677)

Sale of mortgaged bond

If the mortgaged thing is a bond and its value is not paid in full, the mortgager should
submit to the mortgagee creditor the necessary money to fulfill the unpaid part before at
least one day of its due date when the mortgager is required to fulfill the unpaid part,
otherwise the mortgagee creditor may sell the bond by following the procedures
stipulated in articles (672, 673 and 674).

Article (678)

Invalidity of mortgages ownership

Each agreement signed at time of deciding the mortgage or after deciding it will be
void; and the mortgagee creditor in case of non fulfillment of debt on due date is given
the right of ownership of the mortgaged thing or its sale without considering the
provisions stipulates in articles (672, 673 and 674).

When the debt or installment of it is due, an agreement may be made by which the
debtor assigns the mortgaged thing or part of it to his creditor in fulfillment of the debt;
the court may also order ownership of the mortgaged thing or part of it to the





mortgagee creditor in fulfillment of the debt and its value will be calculated according
the estimation of an expert who is deputed by the court.

Section Seven
Lodging in public warehouses

Article (679)

Identification

Lodging in public warehouses: is a contract by which the bailee undertakes to receive
the goods for account of the bailor or whoever its ownership is devolved or its custody
in accordance with its documents.

Article (680)

License for investment of warehouses

Establishment or investment of public warehouse should be with license from the
competent authority to ascertain fulfillment of the commitments that this activity
requires, particularly the capability for providing the necessary conditions to preserve
the things lodged in it.

Article (681)

Warehouses tariff

GPC will issue tariff for organizing public warehouses on presentation from the
concerned authority.

Each public warehouse should set rules organizing its activity in accordance with the
type of work in it and nature of goods that are stored and the place for resuming its
work. This statement should include particularly the method for specifying fees for
storage.

Article (682)

Prohibitions on the bailee

The bailee should not resume any commercial activity and issue certificates for similar
goods that are the same type of goods which are licensed to be stored in his warehouse
whether it was for his account or account of others.

This provision is applied if the investor of the warehouse being one of the partners
owning at least 10% of its capital is practicing commercial activity that is included in
the above mentioned prohibition.

Article (683)

Loans of public warehouses

Public warehouses may offer loans guaranteed by mortgage of goods kept in it and will
deal with mortgage bonds that represent it without having the right to mortgage it again.
The bailor may deal in goods by sale, mortgage and other acts according the bonds that
are issued by the public warehouse.

Article (684)
The bailor is obliged to submit correct data on the nature of goods, quantity, type and
value to the public warehouse.





The bailor has right to inspect the goods which were delivered to the public warehouse
for his account and to take samples from it.

Article (685)

Bailee’s responsibility

The bailee is responsible for keeping the goods and maintaining it without exceeding its
value which was estimated by the bailor.

The bailee will not be asked for damage or shortage of goods arising from force
majeure or goods’ nature or preparation method.

The bailee will request from the judge of urgent issues to permit sale of goods if it is
threatened with quick damage and the judge will specify method of sale and means for
disposal of value.

Article (686)

Insurance of warehouse

Public warehouse which is invested should be insured against fire risks with one of the
insurance companies and this insurance included the goods existing in the warehouse
for other’s account.

The insurance does not include the goods in one of the public warehouses at an air or
marine port if the goods are also included in the marine or air insurance against fire
risks. If the accident occurred during validity of the air or marine insurance, this
insurance will be valid for compensations and the goods will not be included in the
insurance of the warehouse except after expiry of the validity of the air or marine
insurance or for insufficiency of the insurance to cover the damage.

Article (687)

Bail and mortgage certificate

The bailor receives bail certificate stating his name, occupation, home, kind of cargo,
its nature, quantity and other necessary data for specifying its value, name of warehouse
in which it is lodged, name of insurance company if any and statement if due fees and
taxes were settled.

To attach with each bail certificate the mortgage bond which includes all the mentioned
data in the bail bond; and the warehouse may split the goods in various groups and will
obtain bail certificate and mortgage bond for each group.

The public warehouse will keep true copy of the bail certificate and the mortgage bond.

Article (688)

Exchange of goods

If the goods for which a storage certificate and a mortgage bond is received are
homologue things, it may be exchanged with goods of its nature, kind and description if
that was stipulated in the storage certificate and mortgage bond; in this case, all the
rights of the holder of the certificate or bond and privileges will be transferred to the
new goods.

The storage certificate and mortgage bond may be issued for the quantity of bulk
homologue things from larger quantity.





Article (689)

Storage certificate

The storage certificate and mortgage bond may be issued in the name of the bailor or to
order.

If the certificate or mortgage bond is bailor’s order, assignment of them may be jointly
or separately by rotation.

The person to whom storage certificates or mortgage bond is rotated may request record
of the rotation that he obtained and to state the origin in the warehouse’s books.

Article (690)

Commitments of the person to whom the certificate is rotated

Mortgage report on goods in favor of the rotator will be consequent to rotation of
mortgage bond separately from storage certificate.

Transference of the right for disposal of goods to whom the certificate is rotated will be
consequent to rotation of storage certificate. If the mortgage bond with the storage
certificate is not rotated, the person to whom this certificate is rotated is obliged to pay
the guaranteed debt with the mortgage bond or to enable the mortgagee creditor to
fulfill his right from the cost of goods.

Article (691)

Rotation data

Rotation of storage certificate and mortgage bond should be dated and it should include
the signature of the rotator.

If the mortgage bond is rotated separately from the storage certificate, rotation should
include its date, details of the guaranteed debt’s amount of origin and interests, due
date, creditor’s name and occupation, home and rotator’s signature.

The first person to whom the certificated is rotated should request registration of the
mortgage bond’s rotation and data relating to the rotation in warehouse’s books and to
indicate that on the mortgage bond.

Article (692)

Fulfillment of guaranteed debt

Holder of mortgage bond without the storage certificate has the right to mortgage the
lodged goods.

Holder of storage certificate separate from the mortgage bond may withdraw the goods
provided that he pays the guaranteed debt with this bond if accepted the due date; if
holder of debt bond is unknown or known and disagreed with the debtor on the
conditions for fulfillment before due date, the actual debt and interests should be
deposited on due date the warehouse administration which is responsible towards it and
cargo will be released. Goods will be partially withdrawn after deposit of an amount
for this part.

Article (693)

Sale of mortgaged goods

If the guaranteed debt is not paid on the due date, holder of the mortgage bond
separately from the storage certificate may request sale of the mortgaged goods by
following the procedures stipulated in this law concerning the commercial mortgage.





Article (694)
Fulfillment of the mortgagee creditor’s entitlements
The mortgagee creditor fulfills his right from the cost of goods by priority on all
creditors after deduction of the following amounts:
1. Taxes and due fees on goods
2. Expenses for sale of goods, its storage and other related expenses

If holder of storage receipt was not present at the time of goods’ sale, the surplus
amount over the entitlements of the holder of the mortgage bond will be deposited in
the treasury of the court in which the warehouse is located at its area.

Article (695)

Right of recourse

Holder of mortgage bond should not recourse on the debtor or rotators except after
execution on the mortgaged goods and evidence of insufficiency to fulfill his debt.
Recourse on rotators should be within 10 days from date of goods’ sale except if the
holder’s right for recourse is invalid.

In all cases, the holder will have no right for recourse on the rotators if he did not
exercise execution procedures on the mortgaged goods during 30 days from due date of
the debt.

Article (696)

Solutions right

If an accident occurred on goods, holder of storage certificate or mortgage bond on
insurance amount when the accident occurred will have the rights and privilege on
goods.

Article (697)

Loss of storage certificate and mortgage bond

Whoever looses storage certificate should request from the judge of urgent issues an
order to deliver to him copy of the lost bond provided that he proves ownership and
submits a grantor.

The same conditions for loss of mortgage bond by issuing order from the judge of
urgent issues for fulfillment of the guaranteed debt if the debt is due; if the debtor did
not execute the order, the person to whom the order is issued in his favor will request
sale of the mortgaged goods according the procedures stipulated in this law concerning
the commercial mortgage on condition that the rotation was recorded in the warehouse
and he should submit a grantor. Notification should include fulfillment of all rotation
data recorded in the books of the public warehouse.

Article (698)

Sale of lodged goods

If the bailor did not recover the goods on expiry of bail contract, the bailee may sell it
according the procedures stipulated in this law concerning the commercial mortgage;
the bailee will fulfill his due entitlements from the cost of sale and deliver the
remaining amount to the bailor or deposit it in court’s treasury.





The provision stipulated in the previous paragraph will be applied if the bail contract
did not specify the period and one year expired without the bailor’s request to recover
the goods or intends to continue the bail contract.

Article (699)

Grantor’s disclaimer

The grantor is disclaimed in case of loss of storage certificate with expiry of 5 years
with direction of any claim to the warehouse to recover the goods.

The grantor is disclaimed in case of loss of mortgage bond with expiry of 3 years from
date of registration of rotation in the books of the public warehouse without taking
execution procedures on goods since issuance of the order in his favor.

Article (700)

Penalties

Unless other law stipulates more severe penalty, a fine will be imposed for at least LD.
1,000.- and not more than LD. 5,000.- for establishment or investment of public
warehouse contradicting the provisions of article (680).

The court may order publishing the conviction or its summary in one of the daily
newspapers and fixing it one warehouse’s doors or on any other place on the expense of
the sentenced. In case of conviction, the court may order liquidation of warehouse and
it will appoint liquidators and will specify their powers.






Law No. 23 for 2010 concerning commercial activity
Book Four

Banks’ operations
Section One
Article (701)

Deposit operations and its effects

The bank acquires ownership of amount deposited in it and has right to dispose it and is
obliged to return it according depositor’s request or on agreed due date or after prior notice
which is specified by the contract or custom. Payment and withdrawal operation are carried
out at the bank’s quarter in which the relation was started unless it was agreed otherwise.

Article (702)

Registration of operations

The bank opens an account for the depositor to register the transactions between them or the
transactions between the bank and others for depositor’s account.

Article 703

Depositor’s withdrawal right

The contract for deposit of money does not permit the depositor to withdraw amounts from
the bank exceeding the deposited amounts.

If the bank arranged operations permitting for the depositor to have a debit balance, the bank
should inform him immediately to reconcile his status.

Acrticle (704)

Returning the deposit

The cash deposit is returned on request unless it is agreed otherwise and the depositor at any
time has the right to dispose of the balance or any part of it.

This right will be pending prior notification or until a particular period.

If the depositor dies, the deposit will continue according contract conditions unless the
inheritance request its refund before due date.

Article (705)
Statement of account





The bank sends statement of account at least every 3 months to the depositor unless the
custom or agreement states otherwise and the statement of account should include copy of
the account and balance after last movement.

The depositor has right to object on what is stated during one month from date of receipt. If
this period ends without objection, the depositor is considered agreeing on the statement.

In all cases any application for correcting the account will not be accepted even if there was
an error or omission or repetition in the transactions after more than 5 years unless the
depositor notifies the bank that he did not receive statements of account during this period.

Acrticle (706)

Saving book

A saving account will be opened according owner’s request. If he is a minor, the account
will be opened according the request of his guardian or legal representative.

If the bank issues saving deposit book, it should be in the owner’s name; the payments and
withdrawals should be recorded in it. The data included and signed in the book will be an
argument in proving the mentioned data in the relation between the bank and the person for
whom the book is issued. Any agreement otherwise is invalid.

If the saving account is opened in the name of the minor, himself or any other person will
have the right to deposit in this account and the minor who is 15 years old have the right to
withdraw unless his guardian or legal representative objects.

Article (707)

Setting off multiple accounts

If there are multiple relations between the bank and client’s current account or it was on the
basis of many accounts in different amounts, setting off credit and debit balances will be
carried out unless it was agreed otherwise.

Acrticle (708)
Joint account
The bank opens a joint account between two persons or more, equally between them unless it
was agreed otherwise in consideration of the following legislations:
1. A joint account is opened by all its clients or by a person who holds an

authorization issued from account’s clients and approved by the competent
authorities; agreement of account’s clients to be considered in withdrawal.

2. If the balance of one of the clients in the joint is detained account, the detention will
be valid on the quota of the detained from the account’s balance from date on which
the bank announced the detention; and the bank will stop withdrawal of an amount
corresponding the detained quota from the joint account and will inform the
partners or their representative during a period not exceeding 5 days

3. The bank should not include this account in the set off operation without written
agreement of the remaining partners when proceeding with set off procedures
between the different accounts concerning one of the clients of the joint account





4. When one of the clients of the joint account dies or for loss of legal eligibility, the
remaining clients should notify the bank with that and their desire for continuation
of the account during a period not exceeding 10 days from date of death or loss of
eligibility. The bank will stop withdrawal from the account and will appoint a
successor in the case of loss of eligibility.

5. If one of the joint account’s clients notified the bank in writing of existing dispute
between them, the bank will freeze the account until the dispute is settled willingly
or legally.

Section Two
Deposit Securities

Article (709)

Securities utilization

The bank should not utilize the deposited securities or to practice the rights arising on it
except for the interest of the depositor and according his written application.

Article 710

Preserving securities

The bank should do utmost care to preserve securities; and any agreement that exempts the
bank from this care will be void.

The bank should not abandon custody of these securities except by permission from the
judicial authority.

The depositor is obliged to pay the agreed fees or that specified by the custom in addition to
the necessary expenses.

Article (711)

Collection of interests

The bank is obliged to collect securities’ interests, profits, due entitlements and any other due
amount unless it was agreed otherwise.

The amounts collected by the bank will be under the disposal of the depositor and to be
recorded in his account.

The bank will perform any necessary operation to preserve the rights related to securities
such as receipt of bonds that are granted free of charge, submission for substitution or for
addition of new profit.

Article (712)

Notification of depositor

The bank should notify the depositor with each issue or right concerning the security and it
should obtain his approval or it depends on his choice. If depositor’s instructions are not
received on a suitable time, the bank should dispose of the right for the benefit of the
depositor and the depositor will bear the expenses of operations performed by the bank in
addition to commission.





Article (713)

Returning securities

The bank is obliged to return deposited securities immediately on depositor’s request taking
into consideration the time for preparing securities for returning.

Returning will be in the place in which it was deposited and the bank is obliged to return the
deposited securities itself except if the two parties agreed or the law stipulated return of the
like.

Return of securities will be to depositor or agent with special authorization or successor even
if in the security there is evidence of ownership to another.

Article (714)

Case maturity

If a person claims maturity of deposited securities, the bank notifies the depositor directly
and will not return to him the securities until the dispute is resolved willingly or judicially.
The claimer of the security will pledge his claim during 30 days from date of claim,
otherwise it will be considered as if it was not.

Section Four
Rental of safes

Article (715)

Identification

Rental of safes: is a contract by which the bank undertakes to put specific safe under disposal
of the tenant to rent it for a specific period against fees.

Acrticle (716)

Bank’s responsibility

The bank will bear the responsibility before the client and will be liable for guarding special
safes and that they are free from defects; and the bank should not deny his responsibility
except if it is proved that it is tenant’s error or force majeure.

Acrticle (717)

Safe’s key

The bank will deliver to the tenant safe’s key and only the bank should keep key’s copy; the
key will be the property of the bank and it will be returned to the bank after expiry of rental
period.

The bank will not permit anybody else to open the safe.

If the tenant dies, the bank will open the safe and deliver its contents to heirs representative
or the person authorized by the court for this purpose and delivery will be with written
minutes.

Article (718)

No assignment on the safe

The tenant should not rent the safe or part of it or to assign it to another unless it was agreed
otherwise and he should not put in the safe things that threaten its safety or the safety of the
place.





If the safe is threatened by danger or it is revealed that it contains dangerous things, the bank
should notify the tenant immediately to attend to discharge it or to withdraw the dangerous
things from it. If the tenant did not attend on the specific time, the bank will request from the
competent court to issue order permitting the bank to open the safe and discharge it or to
withdraw the dangerous things from it in the presence of the nominated person by the court.
If the danger is instant, the bank will open the safe on his responsibility and discharge it or
withdraw the dangerous things without notification or permission from the judge. In all
cases, minutes of the fact will be written and contents of the safe will be mentioned.

Article (719)

The joint safe

If the safe is rented to a number of tenants, any of them has no right to use it individually
unless otherwise agreed.

In case the tenant or one of the tenants dies, the bank should not permit to open the safe after
being aware of the death unless all the concerned agree or by decision from the president of
the court of first instance.

Article (720)

Cancellation of contract

If the tenant does not pay the rent of the safe after expiry of 15 days from his warning to
fulfill the commitment, the contract is considered cancelled automatically without referring
to judicial provision and the bank will notify the tenant to attend for opening the safe and
discharging its contents.

Article (721)

Contract’s expiry

If the contract’s period expired or contract is considered cancelled, the bank will request
from the magistrate to open the safe after warning the tenant and after expiry of a period of
60 days from date of notice. The notice may be by registered mail with acknowledgement of
receipt. The safe will be opened in the presence of public attorney who is appointed for this
purpose and the magistrate will make the necessary precautions.

The magistrate may order preservation of the things in the safe and contents will be lodged
with the bank or nominated person; and he may order sale of part from it to fulfill the bank’s
rent and expenses.

Article (722)

Detention of safe

The detention is imposed by authorizing the bank to state if the safe will be rented. If the
bank declared that, the tenant will be prevented from entering the safe’s place. The bank will
have copy of the minutes of detention including statement of the provision on which the
detention was based; and the tenant will be notified with minutes of detention.

If the detention is conservatory, the tenant may request from the court of first instance to
release the detention or to permit him to take part of contents in the presence of a deputed
official from the court.

If the detention is executive, the execution process server after warning the tenant should
open the safe by force after payment of the expenses for opening it and returning it to its





condition; and the contents of the safe will be sold according the procedures stated in the
litigation law.

If the tenant was absent and the contents include testimonies or documents, the bank should
keep it with the stamp of the execution process server and the bank until it is required by the
tenant or his heirs. If the tenant or his heirs did not receive the papers or testimonies during
one year, the bank will submit the issue to the judge of urgent matters to decide.

The barrier should settle to the bank sufficient amount to guarantee safe’s rent during the
period of arrest.

Article (723)

Notification of the safe’s tenant

The tenant is correctly notified if the notification is directed to the place nominated by the
bank

Article (724)

Opening the safe is prohibited

The bank should not open the safe or discharge its contents without permission from the
tenant or execution of provision or order issued from the competent judge or from the
attorney general.

Section Four
Bank transfer

Acrticle (725)
Identification
Bank transfer: is the operation by which the bank transfer a specific amount to the
beneficiary according written instruction from the client by one of the following means:
1. Transfer of a specific amount from person to another; each of them should have an

account in the bank itself or with different banks.

2. Transfer of specific amount from account to another, both of them were opened in the
name of client ordering the transfer in the bank itself or with two different banks

3. Transfer of specific amount from person to another, one of them or both of them
don’t keep bank account

The agreement between the bank and client organizes the conditions for issuing
instructions. The transfer should not be for its holder.

If the beneficiary of the transfer is authorized to transfer the amount to the creditor’s side
from the account of another person, he should mention his name in the transfer.

Article (726)

Direction of dispute

If the transfer is made between two bank’s branches or more or between two different
banks, each dispute from others concerning the amount should be directed to the branch
or bank in which the beneficiary’s account is opened.





Article (727)

Amount instead of transfer

The order for transfer may be returned on amounts actually recorded in the (ordering)
client’s account or on amounts to be recorded in this account during a period that the
client ordering the transfer agrees to specify it with the bank.

Article (728)
Notification of transfer
An agreement may be that the beneficiary himself will present the order for transfer to the
bank rather than to be informed by the client ordering the transfer.

Acrticle (729)

Recourse in transfer

Ownership of the transfer will be transferred to the beneficiary from time of its record in the
credit side of his account and the client ordering may recourse the transfer order until this
transaction is recorded.

If it is agreed that the beneficiary himself presents the order for transfer to the bank, the client
ordering the transfer may not recourse the transfer order taking into consideration the
provisions of article (734) of this law.

Article (730)

The debt and its warranty

The debt that issues the transfer order remains an existing commitment with its warranty until
the amount is actually recorded in the credit side of beneficiary’s account.

Article (731)

Balance is not enough

If the balance is not enough and the client ordering the transfer is directed directly to the
bank from the client ordering the transfer, the bank may refuse to execute the transfer and
should notify the client ordering the transfer about refusal.

If the order for transfer is submitted by the beneficiary, the bank records for his account the
partial balance unless the beneficiary refuses that. The bank should remark on the transfer
order that it is with the record of partial balance or refusal of beneficiary to record partial
balance according the previous two paragraphs.

Article (732)

Distribution of balance

If a number of beneficiaries proceeded to the bank together and the amounts of transfer
instructions with them exceed the balance of the client, the bank has right to refuse all the
transfers or to distribute this balance among the beneficiaries according percentages of their
entitlements.

Article (733)

Time for distribution

The distribution referred to in the previous article will be arranged on the first working day
following the submission date. Provisions of the second and third paragraphs of article (731)
will be applied in this case.





Acrticle (734)

Bankruptcy of beneficiary

If the beneficiary adjudicated bankruptcy, the client may suspend execution of the transfer
order even if the beneficiary himself.

Adjudication of bankruptcy of the client may not prevent execution of transfer orders
submitted to the bank prior issuance the provision of bankruptcy unless the court issues
decision otherwise.

Section Five
Opening letter of credit

Article (735)

Identification

Opening letter of credit: is a contract by which the bank puts under disposal of the
beneficiary means of payment within the limit of specific amount and the credit will be
opened for a specific period or not specific.

Article (736)

Credit’s benefit

The beneficiary from credit may benefit from it at intervals by the customary followed
means and may complete it unless agreed otherwise.

Withdrawal and payment at the bank quarter in which the relation was established unless
agreed otherwise.

Article (737)

Warranty for opening the credit

If opening the credit was on the basis of warranty in kind or personal, the warranty will
not expire before expiry of the relation just for the demise of accreditation status as
bank’s debtor; and if the warranty became insufficient, the bank may require additional
warranty or to substitute the warranty; if the owner of the credit will not respond, the
bank will reduce the value of credit with the reduced amount of the warranty or to
degrade the contract. The creditors should not arrest the credits nor the warranties.

Article (738)

Degrading the contract and effects

The bank should not cancel the credit before expiry of the agreed period except in case of
beneficiary’s death or arrest or suspension of payment and no provision is issued for
declaring bankruptcy or occurrence of significant error in using the credit opened for his
interest.

Cancellation of credit suspends the decision for benefiting from it and the bank should
grant the beneficiary a period of at least 15 days to return the amounts from which he
benefited.





Article (739)

Cancellation of credit

If opening the credit was not specified with time, each contractor may degrade the
contract with prior notification during the established period in the contract or customary
followed or during 15 days.

Section Six
Documentary credit

Acrticle (740)

Identification

Documentary credit: contract by which the bank undertakes to open credit according the
application of one of the clients (ordering to open the credit) in favor of another person
(beneficiary) with guarantee of documents such as transported goods or goods prepared
for transport or against certificate for execution of services or or contracted business from
the beneficiary.

The contract of documentary credit is considered independent from the contract for which
the credit is opened.

Article (741)

Documents for opening the credit

The documents concerning opening the documentary credit or its confirmation or
notification and the documents by which fulfillment operations are executed or
acceptance or deduction should be specified accurately.

Acrticle (742)

Conditions for fulfillment, acceptance and deduction

The bank which opened the credit is obliged to fulfill the conditions for fulfillment,
acceptance and deduction agreed upon in the contract for opening the credit if the
documents are identical with the data and conditions in this contract.

Acrticle (743)

Types of documentary credit

The documentary credit may be or may not be subject to cancellation.

The contract for opening the credit should explicitly stipulate its type. If it is not
stipulated, the credit is considered as not subject to cancellation.

Article 744

Amendment of documentary credit

Any bank commitment before the beneficiary is not consequential on the documentary
credit which is subject to cancellation and the bank may amend it at any time or cancel it
or upon request of the ordering client without need to notify the beneficiary on condition
that amendment or cancellation is made in good faith and before execution.





Article (745)

Documentary credit which is not subject to cancellation

Bank’s commitment in case of documentary credit which is not subject to cancellation
will be directly towards the beneficiary and whoever holds good faith in the withdrawn
bond for execution of the contract for which the credit was opened.

The documentary credit which is not subject to cancellation should not be cancelled or
amended without agreement of all concerned parties.

The documentary credit which is not subject to cancellation may be confirmed by another
bank to be committed with its role directly before the beneficiary.

The notification for opening a documentary credit which is not subject to cancellation
that is sent to the beneficiary through another bank is not considered confirmation for this
credit.

Acrticle (746)

Validity of documentary credit

Each documentary credit which is not subject to cancellation should include maximum date
for validity of credit and submission of documents for fulfillment or acceptance or deduction.
If the specific date for expiry of credit’s validity is on bank holiday, the validity will be
extended to the first day after the holiday.

The validity will not be extended even if on its date of expiry there was no work due force
majeure unless the client ordering authorizes.

Article (747)

Matching documents

The bank should ascertain that documents match the conditions stipulated in the credit.

If the bank refuses the documents, the client ordering should be notified immediately with
reasons for refusal.

Article (748)

Extent of bank’s responsibility

The bank will not be asked if the submitted documents are identical to the instructions
received from the client ordering.

The bank will not bear also any responsibility concerning the specification of goods for
which the credit is opened or the quantity or weight or its external condition or packing or
value and will not be responsible for what the shippets execute or commitments of insurers.

Article (749)

Assignment of documentary credit

The documentary credit should not be assigned or split except if the bank that opened it is
permitted by the client (ordering) in his full or part payment to a person or persons other than
the first beneficiary according explicit instructions issued from the beneficiary.

Assignment will not be made without bank’s explicit agreement and assignment should be
only one time unless agreed otherwise.





Article (750)

Non payment of documents’ value

If the client ordering the bank did not pay to the bank the value of documents identical to the
conditions for opening the credit during the agreed period after notification of arrival of
documents, the bank will sell the goods by following the methods of execution on things that
are commercially mortgaged.

Article (751)

Application of international rules and customs

The standard international rules and customs will be applied on documentary credits if no
special text is stated.

Section Seven
Bonds’ deduction

Article (7520

Identification

Bonds’ deduction: is a contract by which the bank expedites holder of financial bond that its
date is not due to others for payment of its value after deduction of interest and commission
so that bond’s ownership will be transferred to the bank on condition that debt is fulfilled on
due date.

Article (753)

Calculation of interest and commission

Interest is calculated on the period from date of deduction until bond’s due date.
Commission is estimated on the basis of bond’s value.

Minimum commission may be specified.

Article (754)
The beneficiary from deduction should return to the bank the bond’s nominal value that was
not paid.

Article (755)

Bank’s rights before the debtor in the bond

The bank has all rights arising from the bond that was deducted before the actual debtor in
the bond and the beneficiary from deduction and others.

In addition to that the bank before the beneficiary has independent right to refund the
amounts put under disposal without deduction of interest and commission collected; and the
bank will use this right within the limit of unpaid securities whatever is the reason for not
paying it.

If all the deduction is recorded in the current account, the bank will cancel the entry by an
opposite entry according the text of article (788) of this law and will inform the beneficiary
with the deduction by this entry.





Article (756)

Deduction of commercial securities

In case of deduction of security paper or bank cheque through rotation, the bank will have the
right to recover the amount if the value is not paid on due date in addition to the other rights
arising from the bond; the texts concerning rotation of bills of exchange without acceptance
or accompanied with condition (without acceptance).

Acrticle (757)

Bills of exchange supported with goods’ documents

The bank will have the same privileges authorized to the agent if the bank deducted bills of
exchange supported by documents as far as the bonds existing are in the place of goods under
its custody.

Section Eight
Letters of guarantee

Article (758)

Identification

Letter of guarantee: is an undertaking issued by the bank according the request of a client
(ordering) will pay a specific amount or to be specified to other person (beneficiary) without
restriction or condition if requested during a specific period in the letter.

Article (759)

Coverage of letter of guarantee

The bank may request a guarantee to cover the letter of guarantee.

The guarantee may be an assignment from the ordering client of his right before the
beneficiary or any other guarantees that the bank sees sufficient.

Article (760)

Letter of guarantee assignment

The beneficiary should not assign his right arising from the letter of guarantee except after
bank’s agreement and on condition that the ordering client permitted the bank to give this
agreement.

Article (761)

Bank’s commitment before the beneficiary

The bank should not refuse beneficiary’s fulfillment for a reason that is related to bank’s
relation with the client ordering or the relation of the ordering client with the beneficiary.

Article (762)

Bank’s absolution

Bank is disclaimed before the beneficiary if the bank did not receive from the beneficiary
request for payment during validity of the letter of guarantee if it was agreed explicitly before
expiry of this period to renew it.

The bank is obliged to return to the client ordering the guarantee for obtaining this guarantee
at the end of the validity of the letter of guarantee.





Article (763)

Bank’s solutions

If the bank fulfilled the agreed amount in the letter of guarantee to the beneficiary, it is
replaced in the recourse to client ordering with the paid amount, its interests and expenses.

Acrticle (764)

Application of international rules and customs

The standard international banking rules and customs will be applied on the letter of
guarantee if no special text is stated.

Section Nine
Loan guaranteed by mortgage

Acrticle (765)

Disposal of mortgaged things

The bank should not dispose of mortgaged bonds and things as guarantee for loans if given a
document specifying that things unless it was agreed otherwise in writing.

Article (766)

Insurance of mortgaged things

The bank should insure the mortgaged thing for account of the mortgager if the things’
nature, value and status makes this precaution suitable.

Acrticle (767)

Bank’s rights

The bank in addition to the due amounts has the right to recover the expenses arising from
guarding the things or bonds as far as the bank did not acquire the right of disposal.

Article (768)

Withdrawal right of part of the mortgagee

The contractor before contract’s due date may withdraw part of the mortgaged bonds or
goods for settlement of what concern it from the amount of advance or loan and other
amounts due to the bank in accordance with the provisions of the previous article unless the
remaining debt’s guarantee becomes insufficient.

Acrticle (769)

Reduction of value of mortgaged things

If the value of guarantee is reduced by at least one-tenth of its value at time of contracting,
the bank may request from the debtor additional guarantee according the custom and will
notify him to sell the mortgaged bonds or goods in case he did not respond to the request.
The bank may arrange sale in accordance with the provisions concerning sale of the
mortgaged.

The bank will recover the remaining right that is not fulfilled from sale.





Article (770)

Record of deposits as mortgage guarantee

If cash deposits or goods or bonds are recorded without mentioning its details to guarantee a
debt or more or the bank is given power of disposal, the bank is committed to return the
amount or part of excess goods over the guaranteed debts; and the excess will be specified in
consideration of the value of goods or bonds at the due date of the debts.

Section Ten
Current Account

Article (771)

Identification

Current account: is a contract by which two persons agree to record in an account through
payments exchanged the debts arising from operations that were concluded between them
such as money, funds and commercial securities subject to ownership and others and the final
reconciliation will show the balance of the account when closed.

The right for claiming balance is on due date of closure; and if payment is not claimed, the
balance will be considered a first new payment for a new account and the contract will be
considered renewed for unspecified period.

Article (772)

Overdraft account

The current account may be overdraft for the two parties or one party according the
agreement between the two parties.

Acrticle (773)

Account in currencies

If the current account included transactions of cash debts constituent to different currencies
or things that are not similar, the two parties may agree to enter in the account on condition
that it will be recorded in independent divisions considering similarity in payments and the
two parties declare that the account will remain reserving its unity despite its multiple
divisions.

The balances of these divisions will be transferable so that the clearance procedures will be
made at the time specified by the two parties or during closure of the account.

Acrticle (774)

Exceptional debts in the current account

The current account does not include debts are not subject to clearance and if the contract is
between two traders, the current account does not include the debts that are not within the
range of the activity of each of them.

Acrticle (775)

Disposal of the balance

Ownership of the money and funds which is recorded in the current account is transferred to
the party that received it.

Each party in the current account will dispose his credit balance at any time unless agreed
otherwise.





Acrticle (776)

Commission and recovery of expenses

Existence of current account does not prevent claiming commission and recovering of
expenses concerning the operations and the account guarantees these rights unless agreed
otherwise.

Acrticle (777)

Effect of inclusion in the account

Inclusion of debt in the current account does not preclude the exercise of the claim and
defenses and if the rule is invalidity of the process or to revoke it or to terminate it or to
resolve it, the payment that is related to it will be waived from the account.

Acrticle (778)

Guaranteed debts

If the debt included in the current account is connected with guarantee in kind or personal,
the contractor will have the right to insist on the guarantee to fulfill the existing balance in
his favor on closure of the current account within the limit of the guaranteed debt and the
same provision will be applied if the debt is accompanied by grantor.

If the law provided specific procedures for the guarantee or complaint towards the other, it
will not be transferred to the balance and protest will be from date of completion of those
procedures.

Acrticle (779)

Loss of recipes concerning the debt

The consequent debts of one of the two parties will loose its recipe if entered in the current
account and then it will not be a viable basis for fulfillment and not for clearing and not for
the statue of limitation.

Acrticle (780)

Inclusion of debts on others

It is assumed that inclusion of debts on others is related with the condition (value received)
and in this case if the debt is not fulfilled, the right of option will be either to claim from
debtor or to cancel the payment from the account if no result is achieved from the lawsuit
against the debtor.

Article (781)

The indivisibility of current account

All transactions of the current account are not subject to fragmentation before closure of the
account and extraction of the final balance. Clearance of all account’s transactions arise
from closure of the account only.

Article (782)

Detention imposed on current account

A creditor of one of the account’s parties may impose detention of the account’s balance of
his debtor at the time of imposing the detention during the course of the account and shall not





prejudice the rights of the defendant to act in the new flows from date of imposing the
detention.
The detention is announced to bank’s branch in which the defendant’s account is opened.

Article (783)

Current account’s closure

The account is closed after 5 years from the last movement in it and the balance is transferred
to the suspense account concerning the unclaimed balances.

If the holder of the account does not claim the balance during 15 years from date of its
transfer to the suspense account, it will be devolved to the public treasury.

Acrticle (784)

Current account’s statement

The bank sends to the account holder a statement of account once at least every two months
including the account’s movement and final balance.

Holder of the account has the right to object on contents of the statement during 15 days from
date of receipt; if this period expired without objection, account’s holder is considered
agreeing on the statement.

Article (785)

Limiting the period of account’s closure and suspension

If a period is specified for closure of the account, the account will be closed by its expiry and
may be closed before expiry of this period by agreement of the two parties.

If the period is not specified for the current account, it may be closed at any time by the will
of one of the two parties taking into consideration the agreed period of notification or the
custom.

In all case, the account is closed if one of the two parties died or loss of eligibility or
bankruptcy.

The account may be suspended temporarily during movement to state the situation of each of
the two parties during a period to be agreed by the two parties or as specified by the local
custom, otherwise at the end of every 3 months.

Article (786)

Legal interests’ limitation on debt balance

The general rules of legal interests’ limitation are applied on debt balance and these interests
are calculated from date of account’s closure unless there is custom or it is agreed otherwise.

Acrticle (787)

Account’s amendment

If the debt recorded in the account is removed or reduced for reason following its entry in the
account, its entry should be cancelled or reduced and the account to be amended accordingly.

Article (788)

Reversed entry of commercial securities

If the outcome of the discount of commercial security is recorded in the current account and
the value of the paper is not settled on the due date, the bank may deduct the security and





cancel the entry by reversed entry even after the party that submitted it has declared
bankruptcy.

Reversed entry means recording an amount equivalent the value of commercial security in
addition to the legal interests from due date and the expenses on the account’s debit side.

The opposite entry should not be made except for the commercial securities which were not
paid on its due dates. Each agreement other than that is void.

Acrticle (789)

Limitation

The claim for correction of the account’s error or omission or repeating entry or other
corrections is not accepted after expiry of 6 months from date of receiving the statement of
account which is sent by registered mail accompanied with acknowledgement receipt.

In all cases, limitation of claim will be after expiry of 5 years from date of account’s closure.

Article (790)

Account’s confidentiality

If the current account is opened with the bank, the bank should not give data or information
on the account’s number or movement or balance except to the holder or agent or heirs or
recommended to them after his death or according law provisions.






Financial bonds

Section One
General Provisions

Article (791)

Rights arising from submission of bonds.

Financial bond holder should fulfill the right stated in it on submission and if the debtor
fulfilled to the bond holder, he will be released from the commitment towards the
holder even if he is not the owner of the right unless the fulfillment is issued in bad
faith or on gross error.

Article (792)

Bond’s approved value

If the value the nominal bond is in letters and numbers, the outcome is in the difference
of the value evidenced in letters; and if it is written many times in letters or numbers,
the outcome is with the lowest amount.

Article (793)

Defenses accorded to the debtor

The debtor has no right to complain on bond holder except with defenses related to his
character or defenses related to the bond as well as defenses arising from forgery in his
signature or defect in eligibility or representation when issuing the bond or for non
availability of the necessary points to exercise the related claim.

The debtor should not complain on bond holder with defenses based on the personal
relations with the previous holders except if the holder intended on obtaining the bond
to harm the debtor himself.

Article (794)

Acquiring the bond in good faith

If a financial bond is acquired in good faith according the rules that organize its
circulation, it will not be subject to recovery.

Article (795)
Transfer of rights concerning the bond
Transfer of financial bonds is consequential on the affiliated rights related to it.

Article (796)

Bonds existing in place of goods

The bonds that exist in the place of goods authorize its holder to the right to claim
delivery of goods stated in it and its custody and power of disposal through transfer of
bonds.





Article (797)

Necessity of mentioning restrictions on bonds

There is no effect of mortgage or detention or control or any other restriction on
specified right in financial bond or on goods unless it is included in the bond itself.

Article (798)

Bonds’ usufruct

Financial bonds’ usufruct includes usufruct of arising rewards and other expected
benefits and the rewards will be employed in fruitful means and usufruct is extended to
it; and if the two parties did not agree on means of its employment, the competent court
of instance will specify it.

In mortgaging the bond, the guarantee is not extended to rewards and other expected
benefits that arise from the bond.

Article (799)

Exchange of nominal bonds with bonds to order and vice versa

Financial bonds issued to order may be exchanged with nominal bonds according
holder’s request and on his expense; and nominal bonds may also be exchanged with
bonds to order according the request of the name of the holder after proving his
personality and eligibility with official testimony unless exchange is prohibited
explicitly by the source of origin.

Article (800)

Collection of bonds and its partition

The issued financial bonds may be collected in a group of one overall bond according
holder’s request and on his expense; and overall financial bonds may be divided in
subordinate bonds of small categories.

Article (801)

Applicable provisions

To apply the provisions of this book without prejudice to other provisions stated in this
law or stipulated in special laws. The special laws organize the public debt bonds, bank
notes and other similar bonds.

Article (802)

Testimonies on which the provisions of this book are not applied

Provisions of this book are not applied on testimonies that need evidence of holder’s
right in legal business or utilized to allow the transfer of right without taking into
consideration the special means for transfer of rights.





Section Two

Financial bonds to bearer

Article (803)

Holder’s right of bearer bond

The bond is transferred to holder once it is delivered; the legitimacy of the holder of
bearer bond is proved in exercising the evidenced right on submission of the bond
itself.

Article (804)

Bonds including commitment for payment of amount

The bond which includes commitment for payment of a sum of money may not be
issued to bearer except in the cases in which the law permits.

Article (805)

Exchange of unsuitable bond

If the bond became unsuitable for circulation, holder may return it and obtain from its
originator another bond instead of it as far as its parameters are sufficient to identify it
on condition that holder will bear the expenses.

Article (806)

Lost or stolen bonds

It is not correct to consider the bearer bond in the rule of inexistence once it is lost or
stolen unless special laws stipulate otherwise.

Whoever announces the originator for loss or theft of bearer bond and submits
evidence for that should insist on the legal rights arising from the lost bond after expiry
of the period for considering the bond not existing.

The debtor is disclaimed from his commitment if fulfilled to bond holder the right
arising from it before expiry of the mentioned period unless he proves that he was
aware of the defect in the custody.

If the lost or stolen bonds are bearer shares, the court may permit the announcer of loss
or theft to exercise the rights concerning it even before expiry of limitation time until
the shares appear; guarantee may be imposed if necessary. In any case, the rights of
announcer on bond holder should always be considered.

Article (807)

Destruction of bond

Holder of bearer bond has the right to claim the originator to give him copy of the bond
or similar bond if he proves destruction of the original bond and the expenses will be
for applicant’s account; and if there is no definite evidence for destruction of the bond,
provisions of the previous article will be applied.





Section Three
Financial bonds to order

Article (808)

Legitimacy of custody of bond to order

The legitimate custody of bond to order by joint circulations will be proved and the
legal right stated in the bond will be exercised.

Article (809)

Validity of circulation

Circulation should be written on the bond and signed by the circulator and the
circulation will be valid even if the name of the circulator is not mentioned.

Circulation to holder is considered blank circulation.

Article (810)

No restriction on circulation

Any condition that restricts circulation is considered as if it was not; and partial
circulation will be void.

Article (811)

Effects of circulation

Circulation transfers all rights arising from the bond and if the bond is circulated on
blank, holder will fill the blank by writing his name or name of another person and he
may circulate it again or transfer it to another without filling the blank or without
circulating it again.

Article (812)

Circulator is not obliged about fulfillment

The circulator is not asked about not settling the originator’s legal right stated in the
bond unless there is a rule in the law or condition stipulating otherwise.

Article (813)

Circulating the bond for collection

If circulation is restricted on assignment for collection, the the party to whom it is
circulated will exercise all rights concerning the bond except its circulation again
otherwise on the basis of assignment.

The originator has no right to complain on the party to whom it is circulated by proxy
except with the defenses on which he complains in facing the circulator.

The extent of circulation will not be terminated by proxy with the death of the
circulator or with loss of eligibility later.

Article (814)

Circulation on the basis of warranty

If circulation includes an expression of mortgage or warranty, the party to whom it is
circulated may exercise all rights concerning the bond; if he circulated it, the circulation
is considered as issued on proxy basis.





The originator may not complain on the party to whom it is circulated on the basis of
warranty with defenses based on personal relation with the circulator unless the party to
whom it is circulated on receipt of the bond intended to cause harm to the originator.

Article (815)

Acquiring bond to order without circulation

The effect of transfer is consequent to the acquisition of bond to order without the
circulation method.

Article (816)

Procedures to regard the bond in the rule of inexistence

In case of bond’s loss or theft or destruction, the holder should announce the debtor and
will request to regard the bond in the rule of inexistence and he should resort to the
president of the court of first instance in the entity for fulfillment.

He should mention in the application bond’s fundamental data. If the bond is blank,
sufficient data will be mentioned to identify it.

The president of the court will issue decision to consider the bond in the rule of
inexistence and he will permit payment after 30 days from publishing this decision
according the legally decided methods after taking the necessary procedures to
ascertain the correct facts and holder’s right unless holder of the bond objects during
this period.

If bond’s maturity is not due, payment will be from due date.

The applicant who applied to regard the bond in the rule of inexistence will announce
the debtor officially with the decision and he will also publish it according the legally
decided methods.

Despite submission of the application to court’s president, the debtor is disclaimed if he
paid the bond’s value to holder before notifying him with the decision.

Article (817)

Obijection method

Holder should raise his objection to the court which issued the decision and the
applicant and debtor will be requested to attend. The objection will not be accepted
except if the bond is lodged with the court’s clerk.

If the objection is refused, the bond will be delivered to the applicant to whom the
decision is issued in his favor to regard the bond in the rule of inexistence.

Article (818)

Precautionary procedures

The applicant during the decided period in the event of regarding the loss or theft or
destruction of the bond in the rule of inexistence will make the necessary arrangements
to reserve his right; if the bond is due for fulfillment or mature at sight, he will have the
right to claim settlement by guarantee or by depositing the amount legally.

Article (819)

Expiry of the period without submitting objection

If the established period expires for regarding the bond in the rule of inexistence and its
power is invalid except as may be the bearer’s right by the holder of resolution.





The last should claim payment of bond value if he submitted court’s order and
certificate from the court’s clerk section proving that there is no objection.
If the bond is blank or its date is not due, he may obtain copy of the lost bond.

Section Four
Nominal financial bonds.

Article (820)

Rights of bond’s nominee.

The legitimate custody of the nominal bond is proved by including holder’s name on
the bond and in originator’s register. The legal right stated in the bond will be
exercised.

Article (821)

Transfer of nominal bonds.

The nominal bond is transferred through recording the name of whoever acquired it on
the bond itself and in the register of the originator or through issuance of new bond in
the name of whoever acquired it. The new bond should be recorded in the register.
Whoever requests nomination of bond in favor of another person or to give him new
bond in the name of that person should identify his personality and legal illegibility for
action by evidence issued by an attorney authorized by law. If the person who acquired
the bond himself has requested the nomination or has requested a new bond, he should
bring the bond and prove his right by official document.

The originator will record in the register and bond under his responsibility and he will
be exempted from responsibility if he transferred the bond according the methods stated
in this article unless he committed an error.

Article (822)

Transfer of nominal bonds through circulation.

Without prejudice to law stipulations, nominal bond may also be transferred through
circulation approved by attorney or whoever authorized by law.

Date of circulation should be specified, to be signed by circulator and should include
data on the party to whom it is circulated; if the bond’s value is not fully paid, the party
to whom it is circulated must sign it and transference will not be correct through
circulation by originator except after record in the register and the party to whom it
circulated should obtain record of bond’s transfer in originator’s register if he proved
possession of bond according a continuum of circulations.

Article (823)

Procedures for restriction in the bond

No effect for any restriction on right stated in the bond by originator and others unless
this restriction is recorded on the bond and register according proof issued from an
attorney in accordance with the previous provisions.





Article (824)

Usufruct of nominal bond

Whoever has usufruct stated in the nominal bond may obtain separate bond from the
original bond.

Article (825)

Mortgage establishment on the nominal bond

Mortgage may be established on the nominal bond through delivery and circulation
coupled with security or the like.

The party to whom it is circulated (for guarantee) may transfer the bond to others only
through circulation by proxy.

Article (826)

To regard the nominal bond in the rule of inexistence

In the event of loss or theft or destruction of bond, the nominee of the bond or the party
to whom it is circulated may announce that to the originator and will request to regard
the bond in the rule of inexistence according provisions concerning bearer bonds; and
in the event of loss or theft or destruction of nominal bonds, applicant who requested
that may exercise the rights concerning the shares during the established period and
may submit guarantee when necessary.

The final decision issued to regard the bond in the rule of inexistence will terminate the
bond without prejudice to bearer’s right.






Law No. 23 for 2010 concerning commercial activity
Book Six

Commercial securities
Section One
Bill of exchange

Article (827)

Identification

Bill of exchange: is a written order according specific status specified by law. The
drawer directs the drawee claiming payment of specific amount of money on a specific
date or subject to its specification to the beneficiary.

Acrticle (828)

Fundamental data in the bill of exchange

The bill of exchange includes the following data:

bill of lading is written in the language in which the order is written
unconditional order for settlement of specific amount
name of drawee

maturity or due date

place of fulfillment

name of beneficiary or order

date and place of bill of exchange

drawer’s signature
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Article (829)
Missing one of the fundamental data in the bill of exchange
The bond without one of the data mentioned in the previous article is not considered a
bill of exchange except in the following cases:
1. Bill of exchange without maturity or due date will be mature on viewing it.
2. If place of settlement is not mentioned, the place mentioned on the side of
drawee’s Name is considered place of payment and drawee’s home.
3. Bill of exchange without place of issue is considered originated in the place
stated on the side if drawer’s name.

Article (830)

Issuing a bill of exchange

Drawer may draw the bill of exchange to order; it may be withdrawn by him and it may
also be withdrawn for account of another person.

Acrticle (831)

Provision of home

Settlement of bill of exchange may be at the home of another person whether he was at
the home of the drawee or at any other home.





Article (832)

Provision of interests

Drawer of bill of exchange which is due at sight or after period at sight should
condition interest on the mentioned amount.

This condition is considered invalid in other bills of exchange and rate of interest
should be mentioned in the bill of exchange itself; if is not mention the condition will
be as if it was not. The interest is from date of bill of exchange unless another date is
specified.

Article (833)

Bill of exchange value

If the value of the bill of exchange is in letters and numbers together, the outcome is in
letters and if written many times in letters and numbers, the outcome is in the lowest
amount.

Article (834)

Validity of signature and commitment

If the bill of exchange is signed by persons who are incompetent or with fraudulent
signature or with signatures of imaginary persons or signatures that will not oblige for
any reason the persons who signed the bill of exchange or which was signed in their
names, that will not preclude without validity of the commitment of the other
signatories of the bill of exchange.

This is in the recourse of determining the eligibility of the committed person under the
bill of exchange to the law of his country.

If the committed person under the bill of exchange is eligible according the law of his
country in which the commitment is issued, his commitment will be valid even if he is
not eligible according his country’s law.

Article (835)

Signature

Each signature on the bill of exchange should include the name and surname of the
committed person or name and address of the commercial place or the committed
company. The signature may be brief or in the first letters only. “Signature” in this law
is the signature, finger print and any other mean which is given by the law.

Article (836)

Commitment of the minor and the incompetent

Each commitment in respect of the bill of exchange from the minor or the incompetent
is void for him only.

Atrticle (837)

Guardians who are not allowed to exercise trade

If the guardian is not allowed to exercise trade for account for the minor or the
interdicted, he should not be committed in accordance with the bill of exchange for
account of the minor or the interdicted except in accordance with permission from the
court and the permission may be issued generally.





Article (838)

Signature without deputation and its effect

Signature of bill of exchange on behalf of another without authority will become
personally liable with his signature; and if he fulfills the commitments, the rights which
were accrued to the person who assumed to be on his behalf will be accrued to him.
This provision will be applied on the person who exceeded the limits of his deputation.
The principal or client will also be liable within the limit of the amount.

Article (839)

Power of commitment under bill of exchange is not assumed

The general authorization issued to a person to commit himself in the name and for
account of other is not assumed as power of commitment under the bills of exchange
unless it is proved otherwise; and if the general authorization is issued from trader, the
power of commitment is assumed unless the deputation document explicitly stipulates
otherwise.

Acrticle (840)

Extent of drawer’s guarantee

The drawer is grantor for acceptance of the bill of exchange and its payment and he
should condition exemption from acceptance guarantee. Each condition for exemption
from guaranteeing payment is considered as if it was not.

Article (841)

Incomplete bill of exchange

If the bill of exchange is incomplete at time of its issue and contradicting conditions
arise, no complaint on bearer for not considering the mentioned conditions except if
that occurred in bad faith or error.

Bearer has no right to fill the signed bill of exchange on blank if 3 years expired from
its date of issue.

No complaint for ruling out this right on the bearer of the bill of exchange that is
devolved to him fully written if he obtained it in good faith.

Chapter Two: Circulation of bill of exchange

Article (842)

Circulation of bill of exchange

The bill of exchange is subject to circulation through rotation (circulation) even if the
word “order” is not mentioned explicitly.

The bill of exchange in which its holder records the expression “not for order” or any
other similar expression, its circulation will be subject to the provisions of the civil
transfer according the stipulations of the civil law.

The circulation is correct even to the drawee whether he was accepting the bill of
exchange or not. It will also be circulated to the drawer and any other person and all of
them will have the right to circulate it.





Article (843)

Circulation conditions

Without prejudice to the provision of article (844) circulation should be free from each
condition and circulation pending any condition will be as if it was not.

Partial circulation is void.

Circulation of bill of exchange to bearer is considered circulation on blank.

Acrticle (844)

Validity of circulation

Circulation is written on the back of the bill of exchange or on other paper connected
with it and to be signed by the circulator.

The person to whom it is circulated will not be nominated and the circulator will sign
on blank.

In the last case, circulation will not be correct except if written on the back of the bill of
exchange or on paper connected with it.

Acrticle (845)
Rights arising from circulation of bill of exchange
Circulation transfers all right arising from the bill of exchange and if circulation is on
blank, bearer may perform the following:
1. to fill the blank by writing his name or name of another person
2. to re circulate the bill of exchange on blank or to another person
3. todeliveritas it is to any other person without filling the blank and without
circulation.

Acrticle (846)

Circulator’s guarantee

The circulator is grantor for acceptance and payment of the bill of exchange unless
conditioned otherwise.

He may prevent its circulation and in this case, he will not be committed with the
guarantee towards the person to whom the bill of exchange is devolved by circulation
later on.

Article (847)

Legal bearer of bill of exchange

The person who has in hand the bill of exchange is considered the legal bearer when he
proves that the person who has the right in it with circulations which are connected to
each other even if the last circulation was on blank.

The cancelled circulations are considered in this respect as if it was not. If circulation
on blank followed another circulation, the person who signed the last circulation is
considered the person to whom the right is devolved with that circulation on blank.

If a person lost the bill of exchange in whatever accident, bearer will not be obliged to
return it when he proves that he possesses the right according the previous paragraph
except if he obtained it in bad faith or deliberate error.





Article (848)

Disregarding defenses based on personal relations

Those against whom a claim of bill of exchange is in action must not complain on
bearer with defenses based on personal relations with drawer of bill of exchange or
previous bearers unless bearer of the bill of exchange has obtained it for the intention to
harm the debtor.

Acrticle (849)

Circulation by proxy

If the circulation included the expression “value for collection” or “value for receiving”
or “proxy” or any other statement useful for the proxy, the bearer will have directly all
rights arising from the bill of exchange with the exception of its circulation unless it
was by means of the proxy. The committed party under the bill of exchange in this
case will not complain on bearer except with the defenses with which they may
complain against the circulator.

The provision of proxy that is included in the circulation will not terminate with the
death of the client or loss of eligibility.

Article (850)

Circulation by means of guarantee

If circulation included the expression “guarantee value” or “mortgage value” or any
other statement useful for the guarantee, bearer of bill of exchange may exercise all
rights arising from it whereas its recirculation will be considered as possessing means
of the proxy.

The committed parties under the bill of exchange must not complain against bearer with
defenses based on their personal relations with the circulator unless the bearer has
obtained the bill of exchange for the intention to harm the debtor. The bearer will be
protected in this respect within the limits of his debt which is guaranteed by mortgage.

Article (851)

Circulation in respect of time

The provisions of post term circulation are for the precedent circulation whereas the
post term circulation for raising the complaint due to non fulfillment after expiry of the
specified period of this complaint will produce only the effects of provisions
concerning transfer of rights decided in the civil law.

Circulation without date is considered concluded before expiry of the specified period
to raise the complaint except if proved otherwise.

Postdates in circulation are not permitted; it will be considered fraudulent act if it
happened.

Atrticle (852)

Submission of bill of exchange for acceptance

Bearer or any holder of a bill of exchange until its due date may submit it to the drawee
at home for acceptance.





Article (853)

Restrictions of submission of bill of exchange for acceptance

Drawer of bill of exchange should submit it for acceptance on a specified time and he
should stipulate its submission for acceptance unless it is mature with other than the
drawee or in other entity other than drawee’s home or mature after expiry of a specific
period atg sight.

He should also condition that it is not allowed to submit the bill of exchange for
acceptance before a specific term and the circulation will condition that the bill of
exchange should be accepted in specific time or without time unless the drawer
conditions that it should not be submitted for acceptance.

Article (854)

Submission of mature bill of exchange after specific period at sight

Mature bills of exchange after expiry of specific period at sight should be submitted for
acceptance during one year from its date.

The drawer should condition shortening or extending this period and the circulators
should shorten these periods.

Article (855)

Re submission for acceptance

The drawee may request submission of the bill of exchange for acceptance another time
on the following day of the first submission.

The claim of the concerned that this application is rejected is not accepted except if it is
proved in the letter of protest.

Bearer of the bill of exchanged that is submitted for acceptance is not obliged to deliver
it to the drawee.

Article (856)

Method of acceptance and proof of its date

Acceptance is written on the bill of exchange itself and it is expressed by the word
“accepted” or by any other similar expression with the drawee’s signature.

It is considered acceptable once the drawee signs the front page of the bill of exchange.
If the bill of exchange is mature after expiry of a period at sight or it must be submitted
for acceptance within a known period according special condition, the date of
acceptance should be put on the day in which it was signed except if bearer requires his
date on the day of submission the bill of exchange.

If the bill of exchange is without date, for prevention of bearer’s rights to recourse on
the circulators or drawer, he should prove this omission by a protest to be raised at any
time.

Atrticle (857)

Acceptance should not be pending a condition

Acceptance should not be pending a condition but the drawee may restrict acceptance
on part of the bill of exchange.

If the clause of acceptance included another amendment in one of the data of the bill of
exchange, this amendment is considered as refusal.

The acceptor will remain committed with the clause of the acceptance.





Article (858)

Specifying the entity of acceptance

If the drawer specified in the bill of exchange a place for fulfillment different from the
home of drawee without nominating the name of other person to whom it will be
fulfilled, the drawee may specify this person during acceptance. If he did not nominate
him, he will be committed for payment at the place of fulfillment.

If the bill of exchange is mature at the home of the drawee, he should specify in the
clause of acceptance an address at the entity in which fulfillment should be made.

Article (859)

Commitments arising from acceptance and bearer’s right of direct claim

By acceptance of the bill of exchange, the drawee will become committed with
fulfillment on due date. If he did not fulfill, the bearer if he is the drawer himself will
claim the acceptor with direct proceedings for whatever arises under the bill of
exchange according articles (881 and 882) of this law.

Acrticle (860)

Cancellation of acceptance

If the drawee canceled his acceptance which is included in the bill of exchange before
returning it, the refusal of acceptance will be considered a fact before returning the bill
of exchange unless the proof is otherwise.

If the drawee informed the bearer or other signatory with his written acceptance, he
becomes committed with what is included in the acceptance clause.

Chapter Three
Provisional guarantee

Article (861)

Extent of provisional guarantee and to whom it will be submitted

Guaranteeing all or part of the fulfillment amount of the bill of exchange may be from
the provisional guarantee and this guarantee is accepted from any person even if he is
one of the signatories of the bill of exchange.

Article (862)

Methods for proving the provisional guarantee

The provisional guarantee is written on the bill of exchange itself or on a paper attached
with it.

This guarantee will be by putting the expression “accepted as provisional guarantee” or
by any other similar expression to be signed by the guarantor and to mention in the
clause of the guarantee the name of the person to whom it was in his favor; otherwise it
will be considered in favor of drawer. The guarantee is considered valid if signed by
guarantor only on the front page of the bill of exchange unless he was not drawer or
drawee.





Article (863)

Provisional guarantor’s commitments and rights

The provisional guarantor is committed with whatever commitments of the content
person; grantor’s commitment will be valid even if the commitment which was
guaranteed was void for any reason unless it is due to a defect in the form.

If the guarantor fulfilled the amount of the bill of exchange, the rights arising from it
will be devolved to him before the person’s content and the committed party under the
bill of exchange.

Chapter Four: due term

Acrticle (864)
Specifying the term
The bill of exchange will be mature according the following:
1. atsight
2. after expiry of a specifying period from sight
3. after expiry of a specific period from its issuance
4. till a specific day
The bill of exchange which includes time of due term or successive dates will be void.

Article (865)

Due date of bill of exchange at sight

Bill of exchange which is mature at sight should be paid on presentation and it should
be presented for fulfillment during one year from its date and the drawer should shorten
or extend this period.

The circulators should condition shortening this period and the drawer should condition
that the bill of exchange which is mature at sight will not be submitted before expiry of
a specific period; and in this case, the period for presentation will be calculated starting
from this term.

Article (866)

Validity of the period of due term

The due period of payment in the bill of exchange will be after expiry of a period at
sight from acceptance date or from date of protest letter for not accepting it.

If the protest is not raised, the current acceptance will be calculated from the obtained
date in respect of the acceptor on the last day of the specified period of presenting
acceptance in consideration of the provision of article (854) of this law.

Article (867)

Bill of exchange specified in months, half month and days

The bill of exchange which is drawn for one month or more from its date or from date
at sight, its due term will be on the date which is corresponding the month in which
payment should be effected. If there is no corresponding date in the month in which
payment should be effected, the due term will be on the last day of this month.

If the bill of exchange is drawn for a month and half of a month or months and half of a
month from its date or date at sight, the commencement of account will be with
complete months.





If the due term is on the first of the month or in the middle of the month or at the end of
the month, it meant the first day of the month or the fifteenth or the last day of the
month. The expression “half month” means 15 days.

Article (868)

Disputing dates

If the bill of exchange is mature on a specific date and in a country in which the
calendar differs from the calendar of the issuing country, the due term date is
considered specified according the calendar of paying country.

If the bill of exchange is drawn between countries of different calendar and it was
mature at sight or after period from issuance, its date of issue will be on the day
corresponding the calendar of the paying country and the period of the due term will be
specified according that.

The period of presenting the bill of exchange will be according the established
provisions of the previous article and these provisions will not be applied if the bill of
exchange stipulated that other provisions will be followed.

Article (869)

Due time for payment

Bearer of bill of exchange which is mature on a specific day or after a specific period
from its date or date at sight should present it for payment on its due date or on the
following two working days.

Presenting the bill of exchange to a clearing house is considered presentation for
payment.

Article (870)
Place of payment
Bill of exchange should be presented for payment in the place specified in it and the
place may be as follows:

1. the home chosen for payment
2. the home of the withdrawn or the home of the named person in the bill of exchange
for payment on his behalf

1. the home of acceptor of bill of exchange by intervening or home of the person

who is named for payment on his behalf
2. home of the person whose name is mentioned for presentation when necessary

Article (871)

Claiming delivery of bill of exchange and partial fulfillment

When the drawee pays the amount of bill of exchange, he should request bearer to
deliver it to him duly signed confirming payment and the bearer should not refuse
partial payment.

If it is partially paid, the drawee may request the proof of fulfillment in the bill of
exchange and requests discharge.

All paid out of the actual amount of the bill of exchange will absolve the committed;
and bearer will raise the protest against what is left of it.





Article (872)

Validity of fulfillment

Bearer of bill of exchange will not be forced to receive its value before due date. If the
drawee paid before the term will bear the risk; and whoever pays on the term will be
absolved unless there is fraud or deliberate error and he should check the sequence of
circulations but he is not committed to ascertain the accuracy of signatures of the
circulators.

Article (873)

Fulfillment of bill of exchange with currency violating the Libyan currency

If fulfillment of bill of exchange is conditioned with money which is not circulated in
the country for fulfillment, the amount may be fulfilled with the country’s money
according its value on the due date; and if the debtor delayed fulfillment, the bearer will
have the option to claim the equivalent amount of bill of exchange on due date or on
fulfillment date. The custom of fulfillment country for evaluation of the foreign
currency will be followed. The drawer may condition that the amount to be paid should
be according a specific rate in the bill of exchange.

If in the bill of exchange it is specified that the amount to be in a currency that bear a
common name and its value is different from the country of its issuance and the country
of its fulfillment, it means the money of the country for fulfillment.

Article (874)

Non presentation of bill of exchange for payment

If the bill of exchange is not presented for payment on due date, each debtor should
deposit its amount with the competent court.

The expense and risk will be for bearer’s account and the clerk of the competent court
should issue document including date of bill of exchange, date of its term, name of the
person for whom it was originally written for his favor and any other data to be proved
in the minutes of deposition and this testimony will be delivered to the bailoror.

If the bearer claimed payment from the debtor, the debtor will deliver the deposition
testimony instead of the bill of exchange.

The bearer will collect the amount deposited in accordance with the deposition
testimony. If the debtor (bailor) did not deliver deposit testimony to bearer of bill of
exchange, he should pay its value.

Chapter Five: claim and recourse for non acceptance or non payment

Article (875)
Methods of recourse
When bill of exchange is not paid on due date, bearer will recourse to owner, circulator
and other committed parties and he has the right of recourse to those before due term in
the following cases:
- in case of prevention from total or partial acceptance
- in case of drawee’s bankruptcy whether he accepted the bill of exchange
or not; and in case of suspending payment even if suspension is not
proved by verdict; and in case of detention of his funds ineffective
detention





- in case of bankruptcy of drawer of bill of exchange which should not be
presented for acceptance; but on recourse to guarantors in the mentioned
cases may apply to the judge of urgent issues at their home and during 3
days from date of recourse to them to grant them period for fulfillment;
if the judge finds justification, he will specify in his decision the time for
payment of the bills of exchange on condition that the granted period
will not exceed the specified date of the due term.

Acrticle (876)

Conditions of protest and the cases in which there is no need to raise it

Refusal of acceptance or payment should be proved by official document “protest for
non acceptance” or “non payment”.

The protest should be raised for non acceptance on the specific period to offer the bill
of exchange for acceptance; if its first offer for acceptance in the case stated in the first
paragraph of article (855) of this law on the last day of the specified period of this offer,
the protest may be raised on the following day.

The protest for non payment of the bill of exchange which is mature may be raised on
specific day or after expiry of specific period from its date or on date at sight on one of
the working days following its due date; if the bill of exchange is mature at sight, the
protest for non payment should be raised according the conditions state in the previous
paragraphs concerning protest for non acceptance.

The protest for non acceptance will not refrain presentation of the bill of exchange for
fulfillment and protest for non payment; in case drawee suspends payment whether he
accepted the bill of exchange or did not accept it and in case of detention of his funds
ineffective detention, bearer of bill of exchange should not recourse to guarantors
except after presenting the bill of exchange to the drawee for payment and after raising
the protest for non payment.

In case of drawee’s bankruptcy whether he accepted the bill of exchange or he did not
accept it and in case of bankruptcy of the drawer of the bill of exchange which should
not be presented for acceptance, submission of the verdict for adjudication of
bankruptcy will be sufficient to enable the bearer to use his rights for recourse.

Article (877)

Notification methods for non acceptance or non payment

Bearer of bill of exchange should send to the circulator and to the holder of notification
for non acceptance or non payment during four working days following the day of
protest or until day of presentation for acceptance or payment even if it included the
condition for recourse without expenses.

Each circulator during the following two working days of the day in which he received
the notification should inform the party to whom it is circulated about the notification
which he received and to state to him names and addresses of the parties who submitted
the notifications and also from circulator to another until it reaches the bearer of bill of
exchange; the precedent periods will commence from date of receiving the previous
notification and the period for each circulator will commence from the date in which he
received the notification from his previous circulator.





When one of the signatories of the bill of exchange is notified according the provisions
of the previous paragraphs, he should also notify his provisional guarantor at the same
time.

If one of the circulators did not state his address or he stated it in unreadable form, it is
sufficient to notify the precedent circulator.

The person who should notify must be obliged to perform it by any mean and even to
return the bill of exchange itself and he should prove dispatch of notification in time.
The time is considered appropriate if the notification is dispatched by letter through the
mail.

Any right of the rights of the person who should notify the parties will not be invalid if
he did not deliver the notification in time; but he will be responsible for compensation
of harm that is consequent to his negligence provided that the compensation will not
exceed the value of the bill of exchange.

Article (878)

Requirement for not raising the protest

The drawer and any circulator or provisional guarantor may exempt bearer of bill of
exchange when claiming recourse from raising the protest for non acceptance or non
payment when he writes on the bill of exchange “claim without expenses” or “without
protest” or any similar expression with the signature of whoever required that.

This condition will not exempt the bearer from presenting the bill of exchange on the
established periods and from dispatch of the necessary notifications; whoever insists on
the assumption that bearer did not consider these dates should prove it and if drawer
wrote this condition, it will be applied on all signatories; but if one of the circulators
wrote it or one of the provisional guarantors, it will be applied on himself.

If the bearer of bill of exchange raised a protest despite the condition, he will bear its
expenses if the drawer set the condition; but if the condition is issued by circulator or
provisional guarantor, recourse will be on all signatories with expenses.

Article (879)

Responsibilities of the committed parties under bill of exchange

Drawer of bill of exchange, its acceptor, circulator, provisional guarantor are all
responsible towards bearer by solidarity.

Bearer will claim them individually or jointly without being obliged to take into
consideration the order of commitment to each of them and this right will be proved to
each person who signed on the bill of exchange and paid its value and the proceedings
against one of the committed parties will not prevent claiming the rest even if their
commitment was subsequent to those on whom the case was firstly pursued.

Atrticle (880)
Bearer of bill of exchange will claim whoever has right of recourse to him with the
following:
1. value of unaccepted or unpaid bill of exchange with interest if it was
conditional
2. interest to be calculated at the legal rate as from the date of the term
3. expenses of protest, notification and other expenses





If he used the right of recourse before the term of the bill of exchange, he will reduce
from its value an amount to be calculated on the period between date of recourse and
term of the bill of exchange at the official discount rate on date of recourse at the entity
in which bearer’s home is located.

Article (881)

Claiming the guarantors

The party which pays the bill of exchange may claim from its guarantors the following:
1. whatever amount paid
2. interest on the amount that he paid at the legal rate as from date of payment
3. expenses incurred

Article (882)

Rights arising from payment of bill of exchange

Each committed party against whom the right of recourse was utilized or subjected to
that should request in case of payment of the bill of exchange its delivery with protest
letter and acquittal discharge for what he settled.

Each circulator who pays the bill of exchange should cancel his circulation and the
circulations of his subsequent circulators.

Article (883)
The case of recourse to divide the unacceptable value of the bill of exchange
1. in case of recourse against one of the committed for the unacceptable amount
of the value of bill of exchange, the party which paid this amount will request
from bearer a proof of this payment and to be given discharge receipt.
2. in addition to that, the bearer should deliver to him copy of the bill of exchange
stating in it that it is true copy and to give him protest letter to enable him to
recourse to others for what he paid.

Article (884)

Recourse bill of exchange

Whoever has right of recourse on other guarantor under bill of exchange should fulfill
its value by withdrawal of new bill of exchange which is mature at sight at the home of
guarantor unless provided otherwise.

Value of recourse bill of exchange includes details of the amounts stated in articles
(880 and 881) of this law in addition to paid commission and stamp duty.

If drawer of recourse bill of exchange is the bearer, its value will be specified on the
basis by which the value of the bill of exchange drawn at sight is specified by the entity
in which the original bill of exchange is mature on the entity of guarantor’s home.

If its drawer is one of the circulators, its value will be specified on the basis by which
the value of bill of exchange drawn at sight is specified by the entity in which the home
of the drawer of the recourse bill of exchange on the entity of the guarantor’s home.





Article (885)
Ruling out the right with the expiry of term
To rule out the right of bearer of bill of exchange towards its circulators, drawer and
other committed party except acceptor with the expiry of the term stated for the
following procedures:
1. presentation of mature bills of exchange at sight or after expiry of specified
period
2. toraise an appeal for non acceptance or non payment
3. presentation of bill of exchange for payment in case it includes a condition for
recourse without expenses
If the bill of exchange is not offered for acceptance on the period provided by the
drawer, the rights of bearer will be ruled out in recourse for the reason of non
acceptance or non payment except if it is revealed from the expression of the condition
that the drawer did not mean to exempt himself from guaranteeing acceptance.
If the circulator has conditioned period for presenting the bill of exchange for
acceptance, he will benefit lonely from what he conditioned.

Article (886)

Legitimate barriers that prevent presentation of bill or exchange or submission of
protest within the prescribed time limits

If a compulsive accident occurred that will not be overcome without presentation of the
bill of exchange or submission of protest on the prescribed time limits, these time limits
will be extended.

Bearer of bill of exchange should notify without delay the previous circulator with the
compulsive reasons and to prove this notice with date and his signature on the bill of
exchange or the annexed paper with it; the provisions of article (877) will be applied on
the remaining circulators.

If the compulsive reasons were removed, bearer of bill of exchange should present it for
acceptance or payment without delay and he should raise the protest when necessary.

If the compulsive reasons continued for a period more than 30 days from due date,
recourse may be without need to present the bill of exchange or to submit protest.

The period of 30 days is applied in the bills of exchange which are *“at sight” or “for
period after sight” from the day in which bearer of the bill of exchange has notified the
previous circulator with the compulsive reasons even if that was before the due date of
presentation; but bills of exchange after period after sight, the term due at sight in the
bill of exchange will be added to the 30 days.

The issues relating to the bearer or the authorized person on his behalf to present the
bill of exchange or to raise the protest re not considered compulsive reasons.

Atrticle (887)

The committed with the same status

Bill of exchange claim will not be raised if there are multiple committed parties and
they were equal in status and the relations between them are organized according the
effective provisions in respect of solidarity commitments.





Article (888)

Executive power of bill of exchange

Bill of exchange has the power of the bond to be executed in respect of the original and
annexes stated in articles (880, 881 and 884).

The bill of exchange issued in foreign countries has the same power provided that the
law of the issuing country approves that; the notice of payment includes copy of bill of
exchange or protest and all the necessary documents to prove the required amount; in
the commitments arising from bill of exchange signed by authorization, the testimony
for authorization should also be mentioned in the notice.

Article (889)

Objection on the notice

Objection on the notice will not suspend its implementation but the competent judge of
urgent issues may issue order with reasons to suspend all or part of the implementation
operations if the opponent based his claim for lack of recognition of the alleged
signature or agency or other serious reasons and the judge should impose in his order
submission of suitable guarantee.

Acrticle (890)

Defenses in claims of bill of exchange

In the claims concerning bill of exchange whether to consider it or to consider the
objection on the notice, the debtor should not protest the invalidity of bill of exchange
without the defenses stipulated in article (829) or the defenses approved in article (848);
and if the submitted defenses require lengthy investigation, the judge may issue
according the request of the creditor a temporary rule against the debtor imposing
submission of guarantee or without guarantee.

He may permit suspension of implementation if the debtor requested that for
appropriate justifiable reasons; and he may impose suitable guarantee if necessary.

If he previously suspended implementation of the notice according the previous article,
the judge will decide either to support suspension or to cancel it.

Article (891)

Claim concerning the reasons of establishing bill of exchange

If a claim is established on the relation that led to the issuance of the bill of exchange or
its transfer, the claim will continue despite issuance of the bill of exchange or its
transfer unless proof of renewal is obtained; that claim will not be pursued except after
proof of non acceptance or non payment with protest.

Bearer of bill of exchange is not authorized to pursue the reasoned claim except if he
offered to the debtor to return the bill of exchange to him and lodged it with the clerk
section of the competent court provided that before doing that, he made the necessary
procedures to protect the right of the mentioned debtor to pursue claim of recourse.

Article (892)

The case of enrichment without cause

If bearer lost the right of pursuing the bill of exchange claim against all the committed
parties and he has no reasoned claim against them, he can pursue claim against the





drawer or acceptor or circulator for the amount that was influenced without the right to
harm him.

Article (893)

Authorized persons to raise official protest

The protest should be proved with one document through attorney or competent court
Or process server.

The penalty of at least LD. 500.- and not exceeding LD. 1,000.- will be imposed on the
persons mentioned in the previous paragraph if refrained without reason to withdraw
the protest through the means and legally established periods in addition to
compensation if there is necessity.

Article (894)

Method of raising the protest and its wording

The protest is written on the bill of exchange itself or on the attached paper or on its
second copy or photo copy or on sticky annex with it; the attorney or competent court’s
clerk or process server may include the annex and in all cases, they should put their
stamp on the sticky line.

If the protest was on separate paper, whoever proved it should indicate that on the bill
of exchange or on its second copy or on its photo copy or on the sticky annex with it
unless it was necessary to raise the protest without the bill of exchange.

Article (895)

The inability of the replacement of the protest

Any procedure will not replace the protest except in case the bill of exchange is lost;
and then the provisions concerning the bill of exchange to be in rule of inexistence will
be applied.

Article (896)

Entities of protest and on whom it will be raised

The protest should be raised in the places referred to in article (870) and on the
mentioned parties in paragraphs (2, 3 and 4) according their order even if they were not
present; if it is impossible to trace the home of the mentioned parties, that will not
refrain from raising the protest.

Non availability of legal eligibility of the persons to whom the bill of exchange should
be presented will not prevent raising a protest against them except for what is stipulated
in the last paragraph of article (876).

In case of death of the person to whim the bill of exchange should be presented, the
protest will be raised against his name according the previous rules without referring to
his death.

Atrticle (897)

Fundamental contents of the protest

The protest paper includes name, date of protest, photo copy of bill of exchange with
the proved expressions of acceptance, circulation and name of the person who is
recommended for acceptance or payment of the bill of exchange; and it should also
include the notification of acceptance of the bill of exchange or payment of its value;





and to mention in it the presence or absence of the claiming person and reasons
refraining acceptance or payment or disability to put the signature or to refrain to sign
it; this will be supported with the signature of the person who is authorized to raise the
protest.

If there are multiple bills of exchange which should be accepted or paid by one person
at one place, the creditor may raise the protest with one separate paper.

Acrticle (898)

Duties of the authorized person to raise protests

The person who is authorized to have the power of protest procedures should record all
protest letters daily according the dates in a special register with numbered pages and to
be indicated according the originals.

He should inform every 15 days the president of the competent court of first instance
with list of those protests and this list should contain date of protest, name of drawee,
home, name and surname and home of the person requesting payment, maturity date of
the bill of exchange, amount claimed and reasons for non payment.

Recording in the mentioned register will be according the method followed in index
registers. If he neglected that, he will be obliged to compensate the concerned.

The authorized person should send list of protests edited during the previous month
about bills of exchange which were not accepted to the commercial registration office
in which the place of protest procedures is located in its area during the first 10 days of
each month.

The commercial registration office should keep books to record the previous data and
each person may review it on payment of the established fees.

Acrticle (899)

Unnecessary case for submitting protest

If the drawer did not condition in the bill of exchange the necessity of protest, he may
replace it if bearer agreed on that with a statement including refusal of acceptance or
payment to be written and dated on the bill of exchange or on the annex attached with it
or on a separate paper supported with the signature of the drawee.

In order that this statement will have the power of the protest, it should be recorded in
the same terms of protest; and in the cases stipulated in the first paragraph, the
circulation without date is considered before the edition of the mentioned statement.

Acrticle (900)

Multiple recourse bills of exchange

If there are multiple recourse bills of exchange, the bearer of the original bill of
exchange and each circulator should not be claimed except with the expenses of one
recourse bill of exchange.

Chapter Six
Intervention — multiple copies and photo copies - distortion - considering the bill of
exchange in the rule of inexistence — limitation.





Article (901)

Nominating the interferer

Bearer of bill of exchange, its circulator and provisional guarantor will nominate
acceptor or payer when appropriate. Acceptance of bill of exchange or payment by any
person who intervenes in favor of any committed party through recourse will be
according the following conditions.

The interferer may not be one of the committed in the bill of exchange and he may be
the drawee or any person committed under the bill of exchange except the acceptor.
The interferer should feel the impact of interference in his favor during the two
subsequent working days of his interference, otherwise he will be obliged to
compensate for harm arising from negligence provided that the compensation does not
exceed the value of the bill of exchange.

Article (902)

Established conditions for validity of interference

Acceptance through interference will be in all cases in which the bearer of bill of
exchange that is subject to acceptance will have the right of recourse before its due
date.

If nominated in the bill of exchange the person who accepts it or pays its value when
appropriate at the place of its payment, the bearer should not recourse on the nominee
and subsequent signatories before due date except if he offered the bill of exchange to
the nominee for acceptance or payment when appropriate and refused its acceptance;
and prove this refusal with protest letter.

Bearer will refuse in other cases the acceptance through interference but if he declared
it, he will have no right of recourse before due date on the person for whom the
acceptance was in his favor and on the subsequent signatories.

Article (903)

Methods of acceptance and validity

Acceptance of bill of exchange is recorded through interference in the bill of exchange
itself and to be signed by the interferer; and to mention in the clause of acceptance the
name of the person for whom the interference was in his favor, otherwise the
interference is considered in favor of the drawer.

Acrticle (904)

Commitment of acceptor for interference

The acceptor is committed through interference before the bearer and subsequent
circulators towards the person to whom the interference was in his favor with the
commitment of the last.

The person to whom the interference was in his favor and his guarantors despite
obtaining acceptance through interference may receive from bearer of bill of exchange
a protest letter and discharge document if they paid the amount specified in article
(880) of this law.

If the bill of exchange is not presented to the person who accepted it through
interference during the following day of the last allowed day for raising a protest for the
cause of non payment, the commitment of acceptor through interference will be ruled
out by virtue of law.





Article (905)

Methods of payment of the bill of exchange through interference and protest for non
payment

Bill of exchange may be paid through interference in all cases in which bearer has the
right of recourse on the committed with it on due date or before it.

The payment will be by settlement of all amounts that the person who obtained the
interference in his favor should have settled for absolution.

The payment should be effected latest on the following day of the last day for the time
for raising the protest for non payment.

Article (906)

Home of interferers and absolution of the committed through interference in case of
non submission of protest

If acceptor of bill of exchange or the nominated for its payment when it is appropriate
have home in the place of payment, bearer should offer it for all of them and to raise the
protest for non payment if it is appropriate latest on the following day of the last day of
the specified time for raising this protest; if the protest is not raised on this time, the
person who nominated the payer or the person to whom acceptance was in his favor and
all the subsequent circulators are absolved from their commitments.

Article (907)

Bearer’s refusal to accept payment through interference

If bearer of the bill of exchange refused payment from the interferer, his right of
recourse will be ruled out on the person who would have been absolved from this
payment.

Acrticle (908)

Proof of payment through interference

Proof of payment through interference should be with the expression stating receipt of
amount to be written on the bill of exchange mentioning the person to whom payment
was in his favor, otherwise the payment will be considered in favor of the bearer; and
the bill of exchange should be delivered to the payer and he should also receive the
letter of protest if there was a protest.

Article (909)

The payer through interference acquires all rights arising from the bill of exchange
before the person to whom payment was effected in his favor and before those who
were committed with the bill of exchange towards this last and the payer should not
circulate it; and the subsequent circulators will be absolved toward those to whom
payment was in their favor.

If various persons will pay through interference, priority will bed to the person whose
payment will be consequent to the absolution of the exceeding number of the
committed persons.

Whoever interferes in payment and is aware that his interference will violate the
provisions, his right of recourse will be ruled out on the person who will be absolved
despite this interference.





Article (910)

Multiple copies

The bill of exchange may be drawn in various copies which are identical to each other
and its number should be in each copy, otherwise each copy is considered a separate
bill of exchange.

Bearer of each bill of exchange who did not mention that it is unique should request
copies on his expense.

To achieve that, he should refer to the person who circulated it

Article (911)

Effects of payment of the bill of exchange

Payment of bill of exchange in accordance with one of its copies will be absolving even
if it was not conditioned that payment will invalidate the provision of other copies.

The drawee will be still committed with payment under each copy which was accepted
and not returned; the circulator who circulated copies of bill of exchange to different
persons and subsequent circulators are committed under each copy that bears their
signatures and not returned.

Article (912)
Data to be mentioned on the copies
Whoever sends one of the copies of bill of exchange for acceptance should state in the
other copies the name of the holder of that copy.
This last person should deliver it to the legitimate bearer of any other copy; if he
refused its delivery, the bearer will have no right of recourse except if it is proved with
protest letter that:

1. The copy sent for acceptance is not delivered when requested.

2. The acceptance or payment did not occur with another copy.

Article (913)

Extraction of photo copies, conditions and effects

Bearer of bill of exchange extracts from it copies that are identical to the bill of
exchange and it should include the circulations and other data; and should be written on
it that copying from the original ended at this limit.

The copies and its provisional guarantee may be circulated in accordance with the same
procedures of the original; these copies will be subject to the provisions of the original.

Article (914)

Circulation of copies

To state in the copy of the bill of exchange the name of the holder of the original and
this last should deliver the original to the legitimate bearer of the copy; if he refused
that, this bearer will have no right of recourse on its circulators or provisional
guarantors unless in the protest it is proved that the original was not delivered to him
despite he requested it.

If the expression “from now onwards, circulation will not be valid except on the copy”
or any other similar expression is written on the original after the last circulation that
occurred before setting the copy, any circulation that will be written on the original
afterwards will be void.





Article (915)

Effects of distortion and its date

If any distortion occurred in the body of the bill of exchange, the person who signed it
after distortion becomes committed with the distorted bill of exchange whereas the
previous signatories will be still liable under the original body of the bill of exchange.
If it is not revealed in the bill of exchange or it is not verified that the signature was
before or after distortion, the signature is considered preceding the distortion.

Article (916)

Procedures and effects of considering the bill of exchange in the rule of inexistence

In case of loss or theft or destruction of bill of exchange, bearer should inform the
drawee and should pursue a verdict to consider the bond as non-existent with a petition
to be raised to the court of first instance in which payment of the bill of exchange will
be effected in its area or to the judge of the district court in which the bearer’s home is
located at its area; the fundamental elements of the bill of exchange should be
mentioned in the petition; and if the bill of exchange is issued on blank, the data
verifying itself should be mentioned in the petition.

After verifying the right of the bearer of the bill of exchange, the president of the court
of first instance or the judge of the district court will issue decision to consider the bill
of exchange in the rule of inexistence stating the elements and other data of the bill of
exchange and will permit its payment after expiry of 30 days from date of publishing
the decision in the procedural code if the term of the bill of exchange is due or mature
at sight or as from due date if following the publication unless holder of bill of
exchange has raised a protest during this time.

The party that raises the petition should inform the drawee with the mentioned decision.
Despite raising the petition, payment of the bill of exchange to its holder will absolve
the debtor if occurred before notifying the order to him.

Article (917)

Methods of protest

Holder’s protest should be submitted in all cases through authorization by the person
who raised the petition and drawee for attendance before the court of first instance at
the place in which the bill of exchange is payable.

The person who raises the petition should perform all business that will protect his
rights during the established time in article (916) including the claim for depositing the
amount of the bill of exchange by judicial deposition.

Article (918)

Enforcement of provision and method for fulfillment of the lost bill of exchange

If the time referred to in article (916) expires without protest or refusal of protest with
final verdict, the lost bill of exchange will become inexistent by virtue of law; the
person who submits the decision considering the bill of exchange as inexistent by virtue
of law with an accompanied certificate from court’s clerks section proving no protest or
submission of the final verdict for refusal of the claim should request payment or
second copy if the bill of exchange was issued on blank or its time is not due.

The bill of exchange that its time is due or mature at sight should be with interest at the
rate referred to in articles (880 and 881) of this law unless the amount was deposited





according article (874) for account of the person for whom a decision was issued
consider the bill of exchange as inexistent in his favor or a verdict was issued for his
interest.

Article (919)

Demising enforcement of the lost bill of exchange

Without prejudice to the rights of the holder of the bill of exchange on the person who
obtained the verdict, the verdict considering the bill of exchange as inexistent will make
it lose any created right.

Article (920)

Limitation periods

The claim arising from bill of exchange towards acceptor is ruled out with the expiry of
3 years from its due date, but holder’s claims towards drawer or circulators are ruled
out with the expiry of one year from date of the protest which was raised within the
legal period or from due date if the bill of exchange included recourse condition
without expenses. Limitation claims of the circulators against each other or against the
drawer are ruled out with the expiry of 6 months from the day in which the circulator
pays the bill of exchange or from the of the claim against him.

The limitation claim of enrichment is ruled out with the expiry of one year from the day
the right of claim arising from bill of exchange is lost.

Article (921)

Validity of limitation

Limitation time in case of claim will not be applied except from last day of procedures
and this limitation is not applied if a verdict is issued for the debt or recognition in
accordance with an independent bond.

Article (922)
Effects of interruption
No effect on interruption of limitation except in respect of the decisive action taken.

Article (923)

Official holidays

If due date of bill of exchange is on holiday, payment should be on the following day.
Any other action should not be taken concerning the bill of exchange particularly its
offer for acceptance or raising a protest except on working day.

Article (924)
Commencement of times
The first day is not included in calculation of judicial time or promised convention.

Article (925)
Courtesy time limit
Legal or judicial notice should not be granted as a courtesy.





Article (926)

Construing

The expression “home” in this book is mentioned also for “place of work™ unless it was
place of residence. The expression “place of payment” is mentioned for the entire city
and its suburbs.

Section Two
Promissory bond
Chapter One: Provisions

Article (927)

Identification

Promissory bond: is a written commitment according the situations specified by law; it
includes an undertaking of a specific person named the editor for paying a specific
amount of money on a specific date or to be specified to order or for permission of a
person named the beneficiary.

Article (928)
Bond’s basic data
The promissory bond includes the following data:
1. condition of the ordering party or expression “bond to order” written on the
body of the bond in the same language
unsuspended undertaking on condition to settle a certain amount of money
due date
place of settlement
name of the payee or order (beneficiary)
date and place of issuing the bond
signature of editor of the bond

Noakwh

Article (929)
Bond without some data
The bond without one of the mentioned data of the previous article is not considered
promissory bond except in the following cases:
1. the bond without mentioning the due date is considered mature at sight
2. if the place of payment is not mentioned, the place mentioned in the side of the
editor is considered the place of payment and home of the editor at the same
time
3. the bond without mentioning the place of issuance is considered issued in the
place stated in the side of the name of the editor

Atrticle (930)

Validity of some provisions of the bill of exchange on the promissory bond

The provisions of the bill of exchange regarding payment, circulation and recourse for
the reason of non payment, protest, payment by interference, copies, distortion,
limitation, official holidays, calculation of time limits, times, prohibition of granting
judicial or legal time limits, provisional detention, difference of amounts in letters and
numbers, signature without authorization, considering the bond in the rule of





inexistence are applied on the promissory bond. Also the provisions of the bill of
exchange concerning mature bill of exchange in another home or other entity which is
not in the home of the editor as well as conditioned interest and provisional guarantee
will be applied on the promissory bond. If the name is not mentioned in the wording, it
is counted for the benefit of the editor without prejudice to the nature of the bond.

Article (931)

Commitments of bond’s editor and date at sight

Editor of promissory bond is considered committed with the obligation of acceptor of
bill of exchange; the bond which is due for settlement after expiry of a specific period
should be presented to the editor during the time specified in article (854) for indicating
at sight on it with date and signature and this time will commence from date of the
mentioned indication.

If the editor refused to put the mentioned indication, refusal should be proved with
protest to be dated on commencement of validity of the period at sight.

Chapter Two
Common provisions between bill of exchange and promissory note

Article (932)

Power of bill of exchange and promissory note as an executive bond

The bill of exchange and promissory note even they were at sight or a period after sight
will not depend on consideration of the provisions concerning stamp duty; if the bonds
were issued free of stamp duty or stamp duty was not paid during the legally
established period, it loses its power as an executive bond.

The bearer of any of the two bonds will have no right to sue on the basis of the
provisions of bill of exchange if he did not settle stamp duty fees and the established
cash fine mentioned in its respect and the court even on its own will decide rule of
invalidity of the bill of exchange or promissory note as an executive bond.

Article (933)

Due interest on bond and its payment

If the promissory note or bill of exchange is due at sight or a period after sight and
mentioned in it that interest is due, stamp duty fees should be included — in addition to
the original — interest rate should be calculated on the basis of the rate stated in the
bond and interest should not be calculated on a period exceeding 10 months.

Section Three
Cheques
Chapter One

Atrticle (934)
Fundamental data of banking cheque
The cheque includes the following data:
1. the word “cheque” included on the bond in the same language of the cheque





2. An order that is not pending condition for payment of a specific amount of
money.

3. Name of drawee.

4. Place of payment.

5. Date and place of issuance of the cheque.
6. Signature of drawer.

Article (935)

Effects of not mentioning some data

If the cheque does not include one of the data stated in the previous article, it losses the
rule of the cheque except in the following cases:

1. the place stated in the side of drawee’s name is considered place of payment; if
the cheque is without mentioning a certain place and if there multiple places
stated in the side of drawee’s name, the cheque is considered payable at the first
place

2. if the cheque is without these data, it should be payable in the place of issue and
if the bank has no location in the mentioned place, it should be paid in its head
quarter.

3. if the cheque is without the place of issue, it will be considered accrued at the
place referred to in the side of drawer’s name.

Article (936)

Cheque should be withdrawn in bank

Cheques should be withdrawn on bank; and cheque which is payable abroad may be
withdrawn from non banks.

Cheque should not be issued except if drawer has money to be disposed with the
drawee through issuance of cheques according an explicit or implicit agreement
between them; however the bond which arise a breach of the mentioned condition will
not lose the rule of the cheque.

Article (937)

No acceptance of cheques

No acceptance of cheque and each indication for acceptance is considered as if it was
not but drawee may indicate on the cheque that balance is provided for payment of
amount and to prevent the drawer to dispose of the amount before presenting the
cheque for payment.

Acrticle (938)
Statement of specific person to fulfill the cheque
The conditions for payment of a cheque are as follows:
1. Specific person with the expression “to order” or without it.





2. Specific person with the expression “not to order” or its corresponding one.

The cheques which is drawn for the interest of a specific person and in which the
expression “or bearer” or its equivalent will be considered a cheque to bearer; and if the
cheque is without mentioning the name of the beneficiary, the cheque is considered to
bearer.

Article (939)

Statement of beneficiary and restrictions

The cheque may be drawn to order of drawer himself and the cheque may be drawn to
bearer.

The cheque may not be drawn on the drawer himself unless it is drawn on banks’
branches which are controlled by one head quarter and in this case the cheque should
not be to bearer.

Acrticle (940)
Restricting interests
The condition of any interest on the cheque is considered as if it was not.

Article (941)

Place of payment

The cheque may be paid at the home of third party whether he was at the home of
drawee or at any other entity in which there is a corporation which is in place of the
bank.

Acrticle (942)

Application of some provisions of the bill of exchange on the cheque

Provisions of articles (833, 4, 5, 6, 7 and 838) concerning the bill of exchange and
which is related to the amount, signature and conditions will be applied on the cheque.

Article (943)

Power of the general agent

The general authorization commits the person himself in the name and for account
another with the power of issuing cheques and its circulation unless agency’s contract
stipulates otherwise.

Acrticle (944)

Guaranteeing payment

The responsibility of payment of cheques is on the drawer and each condition which
states his exemption is void.

Chapter Two: circulation of cheque

Acrticle (945)

Circulation of cheque

The cheque issued in the name of a specific person is subject to circulation through
rotation even if the expression “to order” is not explicitly mentioned in it; the cheque





issued in the name of a specific person and with the condition (not to order) or its
equivalent should not be transferred, except on the basis of the established civil transfer
in the civil law.

The cheque may be circulated in the interest of the drawer himself or other committed
person and they may re circulate it.

Acrticle (946)

Circulation restrictions

Circulation should be free from any condition; any condition will as if it was not and
partial circulation will be void.

Circulation to be bearer is considered circulation on blank.

The rule of receipt only is applicable for circulation to drawee unless the drawee has
multiple corporations and obtained circulation for one department that differs from the
other on which the cheque was drawn.

Article (947)

Application of the provisions of bill of exchange

The provisions of bill of exchange stated in articles (844, 5, 6, 7, 8, 9, 850 and 851)
relating to circulation, its effects, circulator’s guarantee, legal custody, circulation
restrictions, applicable rule of defenses, consideration of dates and circulation (for
collection) will be applied on the cheque.

Article (948)

Provisional guarantee

Guarantee for payment of cheque may be with provisional guarantee including all or
part of the amount or from other with the exception of the drawee; provisions of articles
(862 & 863) will be applied on the cheque.

Chapter Three: presentation of cheque and payment

Article (949)

Cheque that is mature at sight

The cheque is payable at sight and each statement stating postponement is considered
cancelled.

The cheque which is presented for payment before the day stated in it such as date of
issuance should be paid on submission date.

Article (950)

Time for presenting the cheque for payment

The cheque which is drawn in Libya and mature in Libya should be submitted for
fulfillment during 20 days.

If it is drawn abroad and mature in it, it should be submitted during 40 days.

The previously mentioned periods will start from the date stated in the cheque such as
issuance date.

Submission of cheque to one of legally known clearing houses is considered
submission for fulfillment.





Article (951)

Difference in dates

If a cheque is drawn between two countries with different calendars, the date of
issuance will be replaced with the day corresponding it in the calendar of the place for
payment.

Article (952)

Payment of cheque after due date

The drawee will pay the cheque after the due date of presentation unless the drawer
objects.

Drawer’s objection for payment of cheque is not accepted except in case of its loss or
bearer’s bankruptcy.

Article (953)

Death of drawer or bankruptcy or loss of eligibility

The cheque will not loose its rule or effect with the death of the drawer or bankruptcy
or loss of eligibility after issuance of the cheque.

Acrticle (954)

Effects of payment and partial payment

If the drawee paid the cheque, he will have the right to claim its delivery duly signed
from the bearer,

The bearer should not refuse acceptance of partial payment and will request payment; if
drawer’s balance is less than the value of the cheque and paid part of its value, the
drawee will request to indicate that in the cheque.

Whatever amount is paid from the actual value of the cheque will absolve the drawer,
circulator and provisional guarantors; bearer of cheque will raise the protest with the
remainder.

Article (955)

Submission of multiple cheques at the same time

If multiple cheques were submitted at the same time and drawer’s balance is not
sufficient to cover all cheques, it will be paid according dates of issuance.

If the cheques were separated from on book and with the same date, the cheque with the
precedent number is given priority.

Article (956)

Sequence circulations

The drawee before payment of the cheque which is subject to circulation should
investigate the sequence of circulation and he is not obliged to ascertain the accuracy of
the signatures of circulators.

Article (957)

The cheque drawn in foreign currency or not circulating in Libya

If it is conditioned to pay the cheque in a currency not circulating in Libya, its value
may be paid on the specified time for presentation in the Libyan currency at the current
rate on the day of payment,





If payment was not effected on the day of presentation, bearer will choose between
claiming the value of the cheque calculated at the rate of the Libyan currency on the
day of presentation or day of payment.

If the cheque is presented for payment at the first time after expiry of the specified time
for presentation, the rate to be applied is the rate on the expiry day of presentation.

The custom of the place of payment is to estimate the foreign currency, but the drawer
may condition calculation of the payable amount on the basis of the rate stated in the
cheque.

The precedent provisions will not be applied when the drawer conditions payment of
the cheque in a specific foreign currency.

If the cheque is in a currency with common name and its value differs in country of
issuance from its value in the country of payment, it is assumed that payment will be in
the currency in the country of fulfillment.

Article (958)

Responsibility for payment of fraudulent cheques

The drawer is not committed to pay the cheques with fraudulent signatures, even if it
was paid by the bank on which it was drawn unless an error is proved.

The drawer is considered wrong particularly if he did not preserve the forms of cheques
delivered to him with care.

Article (959)

Some of provisions of bill of exchange are applicable on the cheque

The provisions of the bill of exchange considering the cheque in the rule of inexistence,
claim of recourse, limitation and provisional guarantee are applied on the cheque.

Chapter Four: crossed cheque and cheque which is recorded in the account

Acrticle (960)

Identification and provision of crossing

Drawer of cheque or bearer will cross it be two parallel lines on the face of the cheque
the effects stated in the following articles are consequent to the crossing.

Crossing is general or special.

The crossing is considered general if there is no sign between the two lines or the (word
bank) was stated only or any other expression of the same meaning was stated. It is
considered special if a name of a specific bank is written between the two lines.

The general crossing may be transferred to special crossing and the opposite should not
be. Cancellation of crossing or the name of the bank stated in it is considered as if it
was not.

Atrticle (961)

Methods of payment of the crossed cheque

The drawee should not pay a crossed cheque with general crossing except to one of his
clients or to the bank.

The crossed cheque with special crossing should not be paid except to specific bank or
one of his clients if the bank is the drawee; and the specific bank for collection may





assign another bank to fulfill the value of the cheque according circulation by
authorization.

The bank should not obtain a crossed cheque except from one of his clients or from
another bank and he should not collect it except for account of one of those.

If the drawee does not consider the previous provisions, he becomes committed to
compensate to an extent not exceeding the amount of the cheque.

The word (client) in the provision of this article means the person who has an account
with the bank on which it was drawn.

Article (962)

Recording the amount of cheque in the account

The drawer or bearer of the cheque may prevent in cash by putting the expression
(recording in the account) or any other equivalent expression on the back of the cheque.
In this case the cheque is not paid by the drawee through recording in the records (in
the account or transfer or set off).

Recording the cheque in the records replaces payment. Cancellation of the expression
(recording in the account) will be void and the consequences if the drawee did not
consider that will be the provisions of his responsibility to compensate against harm at
an extent not exceeding the amount of the cheque.

The drawee is not committed for recording except in respect of the person who has
account.

Article (963)

Restricted cheque from circulation

A cheque should not be paid with a condition on issuance as (not transferable) or the
like, in cash or recording in the account except to the person to whom the cheque is
issued in his name.

The cheque should not be circulated except to a bank on the basis for collection of its
value; and in this case the bank should not re circulate it.

Any circulation that contradicts this restriction is considered as if it was not; and also
cancellation of the expression (not transferable). Whoever pays a cheque that is
prevented from circulation to a person who is not specified or to a bank that is not
assigned to collect it will be committed to pay the cheque again.

The bank may add in the cheque the expression (not transferable) if his client requested
that.

Any circulator may add the same expression and the consequences of this subsequent
limitation are the same mentioned effects.

Article (964)

Application of the provisions of this chapter

The provisions of this chapter are applied on the cheques payable inside Libya.
Chapter Five: recourse for non payment





Article (965)
Proof of non payment
Bearer of cheque has the right of recourse to circulators, drawer and other committed
persons if he presented it during the established period for payment and its value was
not paid; refusing payment to be proved by one of the following methods:

1. Official letter of protest

2. Statement issued by the drawee mentioning day of submission and place

3. Dated statement issued by clearing house mentioning that the cheque was

submitted on a specific time and its value was not paid

Issuance of the referred to statement should not be refused if the bearer requested it
even if the cheque includes the condition of recourse without expenses.

Article (966)

Due date for proving non payment

Refusing payment should be refused by the means stated in the previous article before
expiry of the specified period for submission; and if submission was on the last day,
refusal may be proved on the following working day.

Article (967)

Provisions of bill of exchange which are applied on the cheque

Provisions of articles (877. 878 and 879) concerning the bill of exchange in respect of
the notification for non payment or exemption from raising the protest and
responsibility of those committed with it will be applied on the cheque.

Article (968)

The authorized right of whoever pays the cheque

Whoever pays a cheque should request guarantors with the following:
1. The amount paid from cheque’s value
2. The legal payable interest from date of payment
3. Expenses of protest and all incurred expenses

Article (969)

Applying the provisions of bill of exchange

The provisions to be applied on the cheque are the provisions of articles (869, 882, 883,
886, 887, 888, 889, 890, 891, 892, 893, 894, 897 and 898) of this law without
contradicting the nature of the cheque.

Chapter Six: multiple copies

Article (970)

Issuing copies and conditions

With the exception of the cheque (to bearer), it is allowed to draw multiple copies of
the cheque to be identical with each if drawn from a country and due for payment in
another country or it was withdrawn and due for payment in part or different parts of
the country.





If a cheque is drawn with more than a copy, its number should be inserted in each copy,
otherwise each copy will be considered an independent cheque.

Article (971)
Provisions of bill of exchange applicable on the cheque
Provisions of article (911) are applied on the cheque

Article (972)

Applying some provisions of bill of exchange on the cheque

The provisions considering the bill of exchange in the rule of inexistence and the
provisions related to distortion will be applied on the cheque.

Concerning limitation, the periods established for the bill of exchange while reducing
the duration of limitation of the claim of bearer’s recourse on the circulator to 6
months.

Article (973)

Identification

In this section the word (bank) means each person or financial corporation performing
banking services; the word (home) means place of residence; the expression (payment
entity) or (place of payment) means town.

Article (974)

General provisions

Provisions of the bill of exchange concerning official holidays as well as the provision
for non granting judicial or legal time limit for courtesy and validity of commencement
of times will be applied on cheques.

Article (975)
Bank’s refusal
A penalty of at least LD> 500.- and not more than LD. 1,000.- will be imposed on the
bank if it committed the following deeds intentionally:
1. Declaring unavailability of balance for the cheque or balance is not sufficient

2. Refusal in bad faith to fulfil a cheque with the entire balance or partial balance

3. Refusal to set or deliver the statement referred to in paragraph (2) of article (965)

4. Refusal without justification to certify the cheque or to pay the equivalent of the
certified cheque

The same penalty will be imposed on the ordinary responsible official who committed
the deeds stipulated in the previous paragraphs or issued instructions for its
commitment.





Chapter Seven: periodic cheque

Article (976)

Conditions for issuance

The periodic cheque is a credit bond (to order) which is issued by one of the permitted
corporations for payment of amounts not exceeding the total funds available with it on
issuance.

The periodic cheque is mature at sight from all entities specified for payment.

The licensed corporation to issue periodic cheques should form suitable balance to
guarantee payment of the issued cheques according the stipulations of the license.

Article (977)

Data of the periodic cheque

The periodic cheque includes the following data:
Name of (periodic cheque) written on the bond

1
2. Unconditional commitment for payment of a specific amount of money
3. Name of the corporation that issued the cheque

4. Date and place of issue
5. Corporation’s signature

If the periodic cheque is without one of these data, it loses its validity.

Article (978)

Period of limitation

The right of the cheque holder is ruled out in pursuing claim of recourse if not
presented for payment within 40 days from its issuance; and limitation of right in
pursuing the claim on the corporation after expiry of 3 years from date of its issuance.
Circulation of cheque to the issuing corporation or one of its branches will rule out the
cheque.

Article (979)

Authorization for issuance of periodic cheques

Periodic cheques may be issued by authorization if the agent is a bank or one of its
branches.

Article (980)

Extent of application of the provisions of the banking cheque and provisions of the bill
of exchange

The provisions of bill of exchange concerning circulation, payment, protest, recourse,

limitation, fraudulent acts and legal eligibility as well as the provisions of the banking
cheque regarding circulation if it does not contradict the nature of the periodic cheque
will be applied on the periodic cheque.





Chapter Eight: tourism cheques

Article (981)

Identification

Tourism cheque is a bond issued by a bank or financial corporation which is licensed
for that after signature of the buyer in the presence of the concerned official from the
issuing entity.

Article (982)

Conditions for payment of the cheque

The tourism cheque is not paid except if two identical signatures of the person to whom
it is issued on the front of the cheque.

Article (983)

Applicable conditions

The relation between the issuer of the tourism cheque and the person to whom it is
issued is governed with purchase testimony without contradicting the habits and
customs followed in this respect.
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Provisions concerning export and import

Acrticle (1191)

Rules organizing export and import

The competent authority will set systems, rules and conditions concerning export,
import, re export and restriction of import or export of any commodity or goods on
specific entities.

The concerned secretary only may restrict, prevent and suspend export or import of any
commodity and exempt any commodity or goods from the lists that prohibit or restrict
export or import according necessity of public interest.

Article (1192)

Export

It is allowed to export all commodities and goods without any restrictions of quantity or
administrative restrictions by the tools for resuming commercial activity that is
registered in the trade register in which the activity of export and import is among its
purposes. Also it is allowed for producers of commodities to export their products with
the exception of the banned commaodities.

Acrticle (1193)

Re export

The tools for resuming commercial activity are allowed that are registered in the trade
register are allowed to re export all the imported commaodities and goods with the
exception of the subsidized or banned goods; re export of commodities and goods
which its import is restricted is prohibited with the exception of the entity that is
allowed to import.

Acrticle (1194)

Import

It is allowed to import all commodities and goods without any restriction of quantity
and administrative restrictions by the tools for resuming commercial activity that is
registered in the trade register and for which the activity of export and import is among
its purposes with the exception of the banned commodities.

Avrticle (1195)

Specifications of commodities and goods

Imported commodities and goods should be identical with the approved conditions and
specifications with the national center for specifications and measures according the
effective regulations.





Article (1196)

Import of productive and serviceable units

Productive and serviceable units may import its requirements of operational needs and
raw materials according the controls specified in the executive rules of article (1200).

Article (1197)

Imports of the branches of foreign companies

It is allowed to foreign companies’ branches which are permitted to resume activity to
import its requirements of machineries, equipments and operational needs that are
unavailable in the local market within the limit of the requirements of the projects that
it will execute according the signed contracts; and also it is allowed to re export the
machineries and equipments which are imported or bought locally according the
conditions and procedures stated in the executive rules of article (1200).

Acrticle (1198)

Restriction of export and import activity on the public administrative institutions and
units

Public administrative institutions and units other than the tools for resuming economic
activity stipulated in this law are not allowed to perform operations of export and
import with the exception of the public authorities which are allowed to import the
important strategic commodities that are specified by decision from the concerned
secretary.

Acrticle (1199)

Register of exporters and importers

Special registered named register of exporters and importers is established in which
registered the tools for resuming economic activity; the activity of export or import or
both of them is among its purposes in the framework of the public trade register
according the means that are organized by the executive rules stipulated in article
(1200) of this law.

Acrticle (1200)
The executive rules organizing export and import
The executive rules specify the provisions organizing export and import, particularly
the following:
1. To specify the rules, conditions and detailed procedures organizing export,

import and restrictions of commodities and goods

2. To divided the imported commodities into categories

3. To organize the register of exporters or importers, rules and procedures for
recording

4. Conditions for export and import of requirements of companies and foreign

companies’ branches in Libya and the necessary procedures.





Article (1201)

Method of payment

Operations for payment concerning export and import should be according the
approved banking methods.

Article (1202)

Judicial control officer

The employees who are nominated by GPC decision upon presentation from the
concerned secretary will have the power of the judicial control officers in controlling
crimes which are stipulated in this book.

Article (1203)

Penalties

Without prejudice to any more severe penalty that is stipulated in the penalties law or
any other law, anybody who violates the provisions of article (1195) of this law will be
penalized with a financial fine not less than LD. 1,000.- and not more than LD. 5,000.-;
in case of issuance of the final refusal from the competent control authorities for
granting release of the imported commodities and goods, the importer should re export
the refused commaodities within 15 days from date of notification for refusal.

If the importer did not re export it during the mentioned term, a fine of at least LD.
1,000.- and not more than LD. 5,000.- will be imposed as well as confiscation of the
commodities and goods and the expenses consequent to its disposal.

The productive and serviceable units will be penalized in case of violation of article
(1196) of this law with a financial fine of at least LD. 1,000.- and not more than LD.
5,000.- as well as confiscation of the imported commaodities with violations.

The foreign companies which are permitted to resume activity in Libya in case of
violation of article (1197) of this law will be penalized with a financial fine of not less
than LD. 5,000.- and not exceeding LD. 15,000.- as well as confiscation of the
imported goods with violation.

Whoever states incorrect data for registration in the exporters or importers register
stated in article (1999) of this law will be penalized with a financial fine not less than
LD. 1,000.- and not more than LD. 5,000.-.
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Criterions, Weights and Measures

Section One
Legal measurement units

Avrticle (1204)

Units’ system

The international units system uses bases for Libyan measurement units and the relative
Libyan measurement units specify the international units system and its symbols.

Acrticle (1205)

National standards

The national center for specifications and measurement standards approves national
standards that embody measurement units which necessity specifies and it will be
preserved according the followed scientific principles and it will be based on the
international standards.

Acrticle (1206)

Utilization of measurement units

The international units system for units is utilized in all Libyan measurements such as:
1. All trade dealings that include directly or indirectly any measurements.

2. Documents relating to the elimination, authentication, accounts, tenders, conditions
and all official documents.

3. Whatever concerns prices, services, announcements, media, education, industry,
health, public safety, the laboratories and the specifications.

4. All external dealings but in case of dealing with countries using units system other
than the international units system for units, the used units of that country should be
recorded on the side of the international units system for the units.

Article (1207)

Measurement tools and devices

The used tools and devices for measurement should give results with proofs of
international units system for units.

Section Two
Controlling measures

Acrticle (1208)

Compliance with conditions

The tools and devices for measurement which are subject to compulsory control
according this law should fulfill the conditions for measurement stipulated in this law
for:

1. The new and locally manufactured or imported tools and devices for measurements





2. The circulated tools and devices for measurement
3. The tools and devices for measurement after repairing or amendment

Acrticle (1209)

Compulsory control

The tools and instruments for measurement are subject to compulsory control which is
specified by the executive rules stipulated in article (1227).

It is not allowed to use tools and instruments for measurement which do not fulfill the
requirements and conditions stated in article (1208) of this law.

Article (1210)

Classification of compulsory control

Compulsory control on tools and instruments for measurement is classified as follows:
1. Approval of forms for tools and devices for measurement which are locally
manufactured or imported

2. Initial investigation of validity of tools and devices for measurement which are
locally manufactured or imported

3. Periodic verification

4. Verification after repairing or amendment

5. Controlling utilization of tools and instruments for measurement and its method for
ascertaining application of provisions of this law

Article (1211)

Applying methods of control

The Libyan measurement specification specifies the methods for controlling the tools
for measurement.

Article (1212)

Seal or tag

The tools and devices for measurement that fulfill the requirements and conditions
stated in article (1208) are given special control stamps or to be provided with
certificates of compliance to give a recipe of a legal tool or device for measurement.
The tools and devices for measurement that are not conforming with the requirements
and conditions stated in article (1208) are given refusal seal until it is amended or
repaired.

In all cases the refused tools and devices for measurement referred to in paragraph (2)
of this article should not be used. The presence of the refused tools and devices in the
work place is considered as used.

The center will specify the forms and/or description of control seals on tools and
devices for measurement.

The legal control seals should be set on tools and devices for measurement by the
legally authorized officials.





Article (1213)

Controlling measures

Measures referred to in article (1206) of this law are subject to control and the
executive rules stipulated in article (1227) of this law will specify the methods of
control and the assigned authority.

Acrticle (1214)

Application of specifications

Standard specifications, evidences and recommendations concerning methods for
measurement and the standards which are issued or approved by the center should be
applied.

Article (1215)

Control on quantities of products and packed materials

The quantities of products and packed materials offered for circulation that holds data
labels that clarify in an explicit or symbolic form the specified quantity of the product.
The center will specify the methods and requirements for validating products’
quantities, packed materials and allowed limits.

Article (1216)

Manufacturing, selling and repairing tools and devices for measurement

The executive rules stipulated in article (1227) of this law will specify the necessary
conditions for granting license to exercise the activity of import or export or
manufacturing or repairing or selling or hiring tools and devices for measurement
included in the provisions of this law.

The mentioned entities will be subject to continuous legal control as stated in the
executive rules stipulated in article (1227) of this law.

Section Three
Distribution of jurisdictions

Article (1217)

The authority implementing the provisions of this book

The competent authority will implement the provisions stated in this book and the
competent secretary may assign other specialized authorities or with a special scientific
and technical nature to implement compulsory control totally or partially on specific
kind of tools and devices for measurement provided that these authorities are approved
to perform this type of activity. The executive rules stipulated in article (1227) of this
law will specify the requirements for approving the mentioned authorities.

Avrticle (1218)

The competent authority of specifications and measurement standards

The competent authority of specifications and measurement standards will perform the
following tasks:

1. To set, approve and preserve the national standards according the followed scientific
principles.





2. Research and development of the national standards and to set annual plans and
programs in the field of implementing the national system for measurement and criteria.
3. To prepare and decide the technical rules concerning the tools and devices for
measurement and criteria which are subject to control.

4. To specify the methods and systems for control on tools and devices for
measurement and criteria on the current measurements during the trade dealings and
others.

5. To prepare and decide the specifications and evidences for methods of testing the
tools and devices for measurement.

6. Specifying the tools and devices for measurement which are subjected to
compulsory control.

7. To approve the forms of tools and devices for measurement and criteria.

8. To specify and decide the shape of seals to be set on the tools and devices for
measurement and standards to signify its fulfillment with requirements of the types of
control referred to in article (1210).

9. To specify and decided the form concerning certificates of control and criteria.

10. To specify the qualifications and experiences required in the personnel who are
authorized to control.

11. To state the opinion on issues presented concerning application of the provisions of
this book.

Section Four
Penalties

Article (1219)

Absence of legal seals

A fine of at least LD. 1,000.- and not more than LD. 3,000.- is imposed on whoever
posses for trading or using gauge or measuring device without the legal seals proving
fulfillment of requirements of types of control specified in this book.

Avrticle (1220)

Manipulation of the devices which are calibrated

A fine of at least LD. 3,000.- and not more than LD. 5,000.- is imposed on whoever
makes alteration in the legal tools and devices for measurement which were calibrated.

Article (1221)
Repetition
The penalty stipulated in articles (1219 and 1220) will be multiple in case of repetition.

Avrticle (1222)

Disposal of device which are not calibrated

A fine of LD. 500 will be imposed on anybody that repairs the legal tools and devices
without license.





Article (1223)

Impairing the functions of the judicial control officer

The penalty of imprisonment for not less than one month and not more than six months
and a fine not less than LD. 1,000.- and not more than LD. 2,000.- or one of the two
penalties any body who impaired the functions of the judicial control officer.

Section Five
Final provisions

Article (1224)

The character of the judicial control officer

GPC will issue decision nominating the persons who will have the character of the
judicial control officer and in this respect they should prove violations of these
provisions; and for this purpose they are allowed to enter all the industrial, serviceable
and private corporations.

Acrticle (1225)

Criteria fees

The work for controlling will be against financial fees which will be specified by
decision from the competent secretary with the exception of control work which its
aim is verification of applying the provisions of this book.

Article (1226)

Coordination in the affairs of specifications and standard measures

Coordination between the concerned authorities in the affairs of specifications and
standard measures will be according the executive rules stipulated in article (1227)
particularly in the following issues:

1. Plants and laboratories

2. Devices and equipments for measuring used in the operations of measuring and
criteria

3. The personnel in field of measuring and criteria

Article (1227)

Executive rules

GPC issues rules which organize the necessary bases and procedures for implementing
the provisions of this book.
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In practicing economic activity

Section One

General legislations

Article (1)

Range of applying this law

This law includes the legislations concerning the economic activities which are performed by
any person whatever is his legal status and includes also the legislations organizing the tools
for practicing the economic activity which are represented in individual activity, family
activity, tashrukiat and companies as well as legal legislations which are related to the
economic activity.

Article (2)

Extent of applying the civil law

Legislations of the civil law will be applied on economic activities if there is no stipulation in
this law.

Application of these legislations will not be without its compliance with the general
principles of this law.

Article (3)

Application of judicial precedents and principles of justice

If there is no legal legislation which can be applied, the judge will be guided with the judicial
precedents, appropriate impartiality and commercial probity.

Article (4)

Application of the custom

The judge when specifying the economic activity will apply the established custom except if
it was revealed that the contractors intended to violate the legislation of the custom or the
custom contradicts the stipulations of the commanding commercial regulations.

The special custom and local custom are considered to be likely on the general custom.

Section Two
Regarding individuals

Article (5)

Identification of the individual practicing the commercial activity

Every individual practicing commercial business as a usual craft is considered practicing
commercial activity; legislations organizing the joint venture company will be applied in
respect of the family activity.





Article (6)
Exceptional case

The individual practicing commercial activity even if the business is not a usual activity and
every individual who announce in the news papers or publications or any other means about
the place which is established and opened for operations is considered commercial business.

Acrticle (7)
Legal age for practicing commercial activity

Any individual whose age is 18 years is allowed to practice commercial activity except if any
other legislation requires a higher competence.

Acrticle (8)
Practicing commercial activity for account of others

1. The parent or guardian may practice commercial activity for account of the minor by
permission of the court of first instance in which the commercial activity is locate in the
area of its jurisdiction.

2. In this case bankruptcy of the minor to be declared without applying the criminal
consequences for declaring bankruptcy.

Article (9)
Practicing commercial activity by women

1. Personal status law organizes women's competence for practicing commercial activity.

2. It is assumed that the foreign spouse who exercises commercial activity in Libya to
practice activity with the permission of the spouse. If the personal status law of the two
spouses allows the spouse to object exercising business of the foreign spouse or withdrawal
of the permission, this will be recorded in the trade registry and to be published according the
legal means.

3. The objection or withdrawal will not result in any effect except from date of publication.
4. The objection or withdrawal of permission will not affect the rights which are acquired by
others.

5. It is assumed that the foreign spouse who trades that she was married according the
system of separation of money except if she declared the financial condition in her marriage
contract.

The declaration to be recorded in the trade register located at the area of the commercial
place and to be published according the legal means.

In case there is no declaration as stated in the previous paragraph, the other should prove that
the marriage was made according a more suitable financial system for the interest of the
other.

There will be no complaint on the other for the verdict issued outside Libya stating
separation of spouses’ money except from date of recording in the trade register office which
is located at the area of the commercial place in which the two spouses or one of them
practice their trade and to be published according the legal means.





Article (10)
Small merchants

Individuals who practice small business of limited expenses so that they mostly depend on
physical effort in order to obtain little profits to earn their living more than depending on
their cash capital, such as the turning sellers are not subject to the duties regarding
commercial books, declaration basis, legislations of bankruptcy and magistrate shield
stipulated in this law.

Article (11)

Corporations and public authorities

The state, public administrative units, committees, clubs and associations of corporate bodies
which its target is not profit; if it executes commercial dealings, it will be subject to the
legislations of this law.

Section Three

Companies

Chapter One: joint legislations
Part One: general legislations

Article (12)

Companies' types

To establish the companies which its purpose is commercial activity according one of the
types of commercial companies stipulated in article no. (13) Of this law and civil activities
will be practiced according the civil companies stipulated in chapter three of this section.

Article (13)

Commercial companies

Companies such as Tadamon, Tawssitah Bassita, Tawassitah by shares, Partnership and
Limited Liability (LLC) are considered commercial whatever is the nature of its activity.

The joint stock company is commercial or civil according nature of its activity.

Article (14)

Company's contract

The company's contract and basic system, not for joint stock companies, should be in official
documents. It should include its legal status, capital, its period, location, head quarter. Paid
in capital in the cases required by law, its purposes considering the specialization or method
which is organized by decision issued by GPC.

In all cases, the company's work should be commensurable with its capital according the
classification of companies which is issued by GPC decision.

Acrticle (15)

Capital

Company's founders will specify the suitable capital for achieving company's purpose if there
is no stipulation in the law other than that.





Article (16)

Company's data documents

To mention in company's documents company's headquarter, trade register office in which
the company is recorded and registration number. Regarding partnership companies,
Tawssiyah by shares companies and LLC, to mention the subscribed and actual paid in
capital in addition to the above mentioned.

Acrticle (17)

Subjection to Libyan Law

The companies which its headquarters are located in Libya are subject to the Libyan Law.
The headquarter is considered in Libya if the main activity exists or its real administration.
The companies which are established inside the state's land will be subject to the legislations
of Libyan laws even if its purpose is to perform activity abroad.

Article (18)

External accounts auditor

Each company which is organized by the legislations of this law should appoint an external
accounts auditor or more if its capital exceeded the specified amount by decision from the
concerned secretary. The external accounts auditor should be from the licensed persons to
exercise this profession. The issued report issued by the auditor as well as the budget and
audited final accounts is considered correct and an argument before others until the contrary
is proved.

Acrticle (19)

Partner's dismissal is banned

Partner should not be dismissed except in cases where the law allows or in cases stipulated in
the contract or basic system; and should not strengthen the commitment of the partner
without his agreement.

Acrticle (20)

Administration errors

If it is revealed that assets and company’s funds are not sufficient to settle its debts due to
serious errors of the administration, the manager or managers will bear these debts totally or
partially according the percentage of their errors which occurred.

Acrticle (21)

Limitation of liability

The limitation of civil liability in facing the partner and which is based on a recipe being a
partner in the company will be when five years elapse from date of company’s cancellation
from the trade register or from date of leaving the company. Limitation of liability in facing
the managers will be when five years elapse from date of company’s cancellation from the
trade register or from date of termination of their duty in the competent trade register.





Article (22)

Public and Joint Company

Legislations of this law are applied on the companies which are established by the state or
companies that ownership of its shares is devolved to it or to other corporate bodies totally or
partially if there is no special text in the laws organizing it.

Article (23)

Forms of contracts and basic systems

The concerned secretary may issue decision pertaining to guidance forms of establishment
contracts and basic systems of companies and tsharokiat organized by this law.

Part Two
Companies’ registration and declaration

Article (24)

Recording in the trade register

All companies organized by this law whatever is its activity’s nature should be recorded in
the competent trade register except the joint stock company.

Registration is completed by lodging copy of the contract, basic system and other documents
which are required by the trade register.

Acrticle (25)

Corporate body

The company entertains the corporate body as from datw of registration in the trade register
and ends when it is cancelled from it.

After registration in the trade register, the company will issue decision that it is responsible
towards the contracts and legal actions which are performed by the founders in the
establishment stage so that rights and obligations will be owed by the company directly.

Acrticle (26)

Company’s declaration

After completion of registration procedures in the trade register, the company should
announce its activity by legally specified means within 10 days from date of its registration
in the trade register.

Acrticle (27)

Recording alterations

Recording procedures in the trade register and procedures for declaration stipulated in the
previous article during 10 days from its issuance are subject to the decisions concerning the
following issues:

1- Amendment of basic system

2- Appointment of managers and specifying their duties and its termination

3- Company’s liquidation

4- Amalgamation or division or alteration in the legal form.

5- Announcement of accounts stamp after company’s liquidation or amalgamation or
division.





6- Company’s legal representative on his responsibility will perform the legally decided
procedures for registration and declaration.

Acrticle (28)

Invalidity of procedures

Consequences of non consideration of the rules for registration and declaration referred to in
the previous two articles are invalidity of registration procedures.

The company’s legal representatives and partners should not complain from this invalidity in
facing the others

Article (29)

The invalidity verdict which is issued after registration in the trade register will not affect
company’s business, actions and it will not exempt the partners from payment of their shares
in full except after payment of company’s debts.

Invalidity verdict will not be applicable if its reason is removed by procedure recorded in the
trade register.

Part Three
Dissolving and Liquidation

Article (30)

Dissolving types

A company is liquidated willingly or legally. It is liquidated willingly by decision of the
partners according the conditions of stipulated in the establishment contract; and it will be
liquidated legally by a verdict issued from the competent court in other cases that are not
related to willingness of partners. Each partner may proceed to the competent court to claim
liquidation of the company if the other partners evacuated their duties or due to continued
dispute between them or for serious reasons beyond the control of partners

Acrticle (31)

Decrease in company’s assets

If value of company’s assets is decreased to less than half of the capital due to losses
revealed in its financial statements, the manager or managers should invite the partners for
meeting for the purpose of liquidating the company or to continue its activity after returning
the capital to at least more than the half.

Article (32)

End of company’s period

The company is dissolved when its specified period ends except if the partners extended the
company’s period according the contract or basic system before the end of that period if the
law stipulates other than this.

Article (33)

Achieving the purpose or its transformation

The company is considered dissolved if it achieved its purposes or achievement of its
purpose became impossible.





Acrticle (34)

Devolution of shares to one person

In case of devolution of all shares to one person, the person to whom ownership of the shares
are devolved should initiate sale of the exceeding limit which is stipulated in this law during
a period not exceeding one year: otherwise the company will be considered as dissolved by
law force.

The legislations of this law will be applied in case of devolution of shares to a holding
company

Article (35)

The company which does not practice its activity

If the company did not start practicing its activity or stopped it for 6 months, it should notify
the competent trade registration office; and if the company did not practice the activity or
continue in it during 6 months following the notification, the competent trade registration
office will request from the competent court of first instance to issue decision for dissolving
and liquidating the company.

Article (36)

One of the cases for dissolving the company

The company will be in a case of liquidation if there is one of the cases for dissolving it. The
managers will consider themselves as liquidators and their tasks will be on urgent matters
and they did not practice new business otherwise they will be responsible towards it by
solidarity and interdependence; and their tasks will end finally once the liquidators are
appointed. The managers will be liable for keeping company’s assets until its delivery to the
liquidator. The company’s name should be followed by the expression “company under
liquidation” and its legal profile will continue to the extent necessary for liquidation until its
cancellation from the trade register. Complaint that the company is under liquidation in
facing the other should not be made except after recording this incident in the trade register
and its publication according the legally decided means.

Acrticle (37)

Applicable rules in liquidation

The company will be liquidated according the legislation of the basic system without
contradicting the legislations of this law and if its basic system did not stipulate special
system or when there is ruling for its invalidity, the legislation applied in liquidation
mentioned in this law will be followed.

Article (38)

Appointment of liquidators

The partners will appoint one or two liquidators according the cases and the company’s legal
status without contradicting the conditions mentioned in the contract or basic system. The
liquidator may be from the partners or from others and if the partners can not appoint a
liquidator, the president of the competent court of first instant will appoint a liquidator in
accordance with the request of the party that have interest. If the company is dissolved by
judicial verdict, the court will appoint liquidator or liquidators.





The liquidators should record the decision or their appointment in the competent trade
register during 10 days from date of their work. The authority which appointed the
liquidators will specify their fees and will decide their dismissal or substitution.

Article (39)

Multiple Liquidators

If there are multiple liquidators, any of them should not exercise his work individually except
if he is frankly permitted or the work is urgent for preserving the company’s rights.

Acrticle (40)

Initial duties of the liquidators

The liquidator or liquidators should not practice their tasks except after recording their
appointment decision in the trade register to be accompanied with forms of hand signatures;
and their appointment decision should also be published by legally decided methods during
10 days from date of recording the decision in the trade register. Once the liquidator
practices his tasks, the liquidator with the manager or managers will perform inventory for
the company’s assets and liabilities and the minutes of inventory will be signed by all of
them and a public announcement will be directed to company’s debtors which will be
published in two national daily newspapers to notify the debtors about the necessity of
submission of their claims towards the company.

Acrticle (41)

Forbidden acts by liquidator

Liquidator may resort to arbitration except if he is frankly prevented from that; and the
liquidator should not give guarantees or make reconciliation without the agreement of
partners or the competent court according cases.

Acrticle (42)

Partners’ meeting at the beginning of liquidation

The liquidator should invite the partners for meeting during 3 months from exercising his
task to show to them a report on the company’s financial status and liquidation procedures
that he intends to follow; if the liquidator did not do that, any part that have interest may
resort to the president of the court of first instance to issue order for meeting.

Article (43)

Representation of company under liquidation

The liquidator is considered the legal representative of a company under liquidation and the
liquidator will continue execution of the current contracts according the necessity of
liquidation requirements and he may sell company’s assets whether real estate or circulating
either by auction or tender if there is no text in the appointment instructions to restrict this
power and no complaints for this restriction towards others. The liquidator will be liable
towards the company, partners and others for the errors committed during performance of
duties with the same means that the managers will be asked for; limitation of liability will be
when 5 years elapse from date of company’s cancellation from the trade register.





Article (44)

Liquidation period

1. The liquidator should complete liquidation work during one year from date of resuming
his task and if this period is not sufficient, the liquidator should submit report stating the
reasons for delay and the necessary period for completing the liquidation work.

2. The period may be extended for the same liquidator or liquidators for periods not
exceeding one year according decision from the partners or from the court according the
cases.

Acrticle (45)

Tasks continuation of some company’s authorities

Tasks and specializations of company’s general assembly and control authority will continue
during the whole liquidation period without contradicting its procedures

Article (46)

Company’s debts under liquidation

All company’s debts are considered due once the company’s dissolution is recorded in the
trade register and procedures for execution of legislations issued against the company will be
stopped as from that date; the doomed amounts will be considered as company debts. The
liquidator will settle it according priority and guarantees; and company’s dissolution does not
entail termination of contracts for hire of real estate in which the activity is exercised.

Article (47)

Settlement of debts

The liquidator will settle the debts to the debtors according degree and if there are equal
debtors in one degree and liquidation award is not sufficient to settle all their entitlements,
distribution will be according the percentage of these entitlements. Liquidator will reserve
the necessary amounts to settle the entitlements of debtors when it was fixed and its amount
is specified.

If it was revealed to the liquidator that company’s funds are not sufficient to settle its due
debts, he should invite the partners to make the necessary decisions including entry in
protective magistrate with the debtors or to assort to the competent court to declare its
bankruptcy.

Article (48)

Liquidation award distribution

Liquidation award will be distributed after recovery of financial shares on partners according
share of profits; and partners may recover the movable funds and real estate which they have
given as shares in the company if the funds itself are still kept without change or
modification and they should pay difference in value if it is appropriate

Acrticle (49)

Partners’ meeting at the end of liquidation

The liquidator before the end of his task should invite the partners for meeting to agree on the
end of his task and to declare its final accounts as well as to discharge the liquidator. The
partners’ meeting will be in the form of general assembly’s ordinary meeting in accordance





with the status and conditions of the company’s legal form. If the liquidator was a partner,
he will have the right to discuss and vote.

In case of partners’ meeting impossibility or if the meeting is dispensed for company’s
interest, it is necessary to resort to the competent court of first instance to take decision to
agree on liquidation accounts and to declare its end.

Article (50)

Company’s cancellation

The liquidator should cancel the company’s registration in the trade register and to publish
that according law.

Chapter Two
Commercial companies
Part One

Companies of persons

Article (51)

Identification

All partners in Tadamun company will be responsible by solidarity and interdependence
towards company’s commitments and every agreement contradicting this will not be valid in
facing the others and partners rights in the company will be in form of shares.

Article (52)

Company’s name

Tadamun company should have a commercial name; the commercial name should partners’
names or one of them with the expression ( and partners ; the expression (Tadamun
Company) should be added to the name to be selected.

Acrticle (53)

Rules to be applied in Tadamun Company

The legislations stipulated in the following articles will be applied in the Tadamun Company
and if there is no text, legislations of the civil law concerning Bassita companies will be
applied.

Acrticle (54)

Establishment contract

The following data should be included in the establishment contract:

1- Name and surname of each partner, home land, nationality, date of birth and identity card
number.

2 - Company’s name.

3- Name of person and names of persons - partners and others — assigned to manage the
company and legal representation.

4- Company’s location and head quarter.

5- Company’s purposes.

6- Share of each partner and its value.

7- Statement of the commitment of the partner who provides his share for work.





8- Applicable rules to be followed for distribution of profits and share amount of each partner
in profits and losses.

9- Company’s period

10- The status to which the company will be devolved in case of absence or lack of partner’s
competence or declaration of bankruptcy

Article (55)

Company’s registration

Manager will lodge company’s contract and basic system in the commercial registration
office in which the company head quarter is located in its area during 30 days from date of
contract’s signature.

If the managers did not lodge the contract during the mentioned period in the previous
paragraph, each partner has a right to lodge it on account of the company or to issue from the
court an order to oblige the manager to lodge it and to oblige also the attorney who set the
establishment contract in official document.

Article (56)

Partners’ behavior

Legislations of civil law concerning Bassita companies organize the relations between the
company and others and responsibility of all partners by solidarity and interdependence will
remain until registration in the trade register. It is legally assumed that each partner who
acted in the company’s name should have a representation before the court, and the
agreements which assign one of the partners only to represent the company or that specifying
the authority of one of them in its representation will not be enforceable in the right of others
without evidence that the others have knowledge about it.

Article (57)

Company’s representation

The manager who represents the company has a right to perform all work within its purposes
with the except ion of what is excepted in the establishment contract or the granted
authorization; and may not be adhered to these exceptions by others without registration in
the trade register or without evidence that the others have knowledge about it.

Acrticle (58)

Isolation of the manager

If the company’s manager is a partner and is appointed in the company’s establishment
contract as general manager, he should not be isolated from its administration without the
agreement of all partners or by court’s decision. If he was a partner and was appointed
according independent special contract from company’s contract, he may be isolated from its
administration by decision issued from the majority of the other partners except if company’s
contract stipulated otherwise.

Isolation of company’s manager by any of the previous two cases will not entail cancellation
of company’s contract.





Article (59)

Cases of partner’s dismissal

The partners in Tadamun company should not dismiss any of them without court’s decision
according application of any one of the partners if it is evidenced in the partner to be
dismissed a case of the cases stipulated in company’s contract or that in which the law
permits dismissal of a partner.

Acrticle (60)

Company’s branches

Copy typical to the original of company’s establishment contract to be lodged in the
commercial registration office at the area in which the company establishes branches with 10
days from established these branches.

To mention in this copy the name of the commercial registration office in which the company
is established and date of registration. Forma from hand signature of the approved
representative of the company’s branch will be lodged in the commercial registration office
in which the branch is located at its area.

The company will announce establishment of the branch during the fore mentioned period in
the commercial registration office in which the company’s head quarter is located at its area.

Acrticle (61)

Registration of changes

The managers should request from the competent commercial registration office within 10
days to register the emergency changes in the establishment contract and other facts to be
registered.

If the changes in the establishment contract are due to partners’ decision, official copy of the
decision should be lodged.

The changes in company’s contract will not be valid in the right of others without
registration.

Acrticle (62)

Prohibition of competition

The partner without agreement of the other partners should not practice any activity
contradicting company’s activity or will be interdependent partner in other competitive
company, It is assumed that approval to be obtained if practicing the activity or subscription
in a competitive company are before the company’s contract and partners have knowledge
about that.

If the partner contradicts that, the company has right to dismiss the partner and claim
compensation for harms.

Acrticle(63)
Company’s books
The company’s managers are committed to keep the legally decided books.





Article (64)

Distribution of profits

Amounts should not be distributed among partners if the company did not actually obtain it.
If loss in capital appeared, profits will not be distributed before the capital is returned to its
actual figure or to be reduced by the amount of loss.

Article (65)

Partner’s responsibility

Considering the following article, the partner in a Tadamun Company is responsible by
solidarity and interdependence with all partners towards the debts and obligations which are
entailed on the company during his presence as a partner in it; the responsibility and
guarantee will be transferred to his inheritance after his death within the heir.

Entry of any new partner in the company will make him responsible towards the previous
debts; and a partner leaves the company, responsibility towards the debts following recording
his exit in the trade register will stop. The partner will be still responsible towards the
previous debts.

Everyone who posed as partner in a Tadamun Company whether by word or correspondence
or behavior or allowed other with his knowledge will also be responsible as partner in that
company towards any body who became debtor with the belief of validity of the claim

Article (66)

Partner’s guarantee

The creditor of a Tadamun Company should not invoke private partners’ funds except after
warning the company and elapsing 8 days without payment by the company or giving
sufficient guarantees for that. The competent court may extend the period with a new period
not exceeding another 8 days. Each partner will recourse to partners with the percentage of
what each of them paid from company’s debts.

Article (67)

Partner’s personal creditor

Partner’s personal creditor should not request liquidation of his debtor’s share if the company
still exists and the creditor should not arrest his 13ebtor’s share of the achieved profits.

Acrticle (68)

Capital reduction

Decision for reducing capital should not be executed through recovery of shares which were
previously paid or exemption of partners from the remaining amounts except after 3 months
from company’s registration in the trade register; and on condition that company’s debtor
who recovers his debt before recording the reduction decision did not submit an objection on
that during the mentioned period. The court may order execution of capital reduction and
will authorize the company to submit suitable guarantee to the objecting debtor.

Article (69)

Company’s extension period

The private creditor of one of the partners may object before the competent court on
company’s extension period within 3 months from recording the extension decision in the
trade register.





If the objection is accepted, the company should liquidate the share of the partner debtor
during 3 months from notification of the verdict.

If the company’s period is renewed implicitly, each partner may withdraw from it if he
desired that by prior announcement with at least 3 months. The private creditor of the
partner may request liquidation of his debtor’s share.

Article (70)
Company’s right
In addition to the general reasons for companies’ dissolution, the company is dissolved for
the following reasons:
1. Agreement of all partners
2. Declaration of bankruptcy and this entails partners’ bankruptcy
3. Declaration of bankruptcy of one of the partners or preventing him from practicing
trading occupation or absence or lack of competency if company’s continuation is
not stipulated in company’s contract or the other partners decide that with the
majority of the ideas.
4. For other reasons stipulated in company’s contract

Article (71)

Partner’s death

If one of the partners die in a Tadamun Company, the company will remain and its presence
will continue and the inheritance of the dead partner will be partners in the company if
company’s contract stipulates that and there is no minor or loss of legal eligibility between
the heirs. If any one of them is a minor or lost legal eligibility, the company will be
transferred by provision to a Tawssiyah Bassita Company and the heirs will be limited
partners. If the Tadamun Company resumed work after the death of any partner without
clear stipulation in its contract or in any other contract which is signed by all partners before
the death of the partner for continuation of the company, it will be transferred by provision to
a Tawssiyah Bassita Company and the inheritance will not be responsible towards company’s
debts except within funds of the heir.

Article (72)

Company’s continuation

If the company continued after announcement of bankruptcy of one of its partners or
preventing him from practicing a commercial occupation or loss of eligibility, the rights of
the partner who lost his status should be specified on basis of its value on the date of loss of
status through an expert to be appointed by the remaining partners or to be appointed by a
judge of the emergency cases.

Acrticle (73)

Appointment of liquidator

All partners or one or more liquidator who will be appointed by the majority of partners will
liquidate the company.

If the partners did not agree on appointment of the liquidator, the court will appoint him
according the request of one of the partners.

In cases the company is void the court will appoint the liquidator and will specify the method
of liquidation according the request of the party that have interest.





The manager or managers will be considered liquidators until appointment of the liquidator.

Article (74)

Liquidator’s commitment

Liquidators of Tadamun companies should resume their tasks by preparing list including
company’s assets and liabilities and they should have no right to give up any funds, assets
and rights without prior agreement of all partners.

Article (75)

Liquidation budget

Liquidators after implementing liquidation operations should prepare the final budget and
proposed statement for distribution of the result of liquidation.

The partners should be informed by registered mail with acknowledgement receipt with the
budget duly signed by the liquidators and statement of the proposed distribution of assets.
The budget and distribution scheme will be considered agreeable if no appeal is submitted
within 60 days from date of notification. If there is challenge in the validity of the budget
and distribution scheme, the liquidator may request consideration of the issues concerning
the budget separately from the issues concerning distribution.

Liquidators” disclaimer towards the partners will be as from obtaining the approval of the
budget.

Acrticle (76)

Company’s cancellation

The liquidators will request cancellation of the company in the trade register after approval
of the final budget for liquidation. The company’s creditors whose debts are not fulfilled will
claim it from partners from their private funds. The partner’s personal creditors should not
compete with company’s creditors in the amounts which the partners receive from liquidation
award. If non fulfillment of debts of company’s creditors is due to liquidator’s error, the
creditors may claim it from the liquidators.

Books of accounts and other documents which do not concern the partners should be lodged
with the person who is appointed by the majority. These papers and documents should be
kept for a period of five years as from date of company’s cancellation from the trade register.

Secondly: Tawssiyah Bassita Company

Acrticle (77)

Definition

Tawssiyah Bassita Company is the company between at least one working partner and at
least one limited partner. The working partners will be questioned by solidarity and
interdependence on company’s commitments and the limited partners will be questioned
within the limit of what they provided from shares.

The limited partners should provide financial shares.

Article (78)

Company’s name

Tawssiyah Bassita Company (TBC) should have a commercial name including the name of
at least one of the working partners with the expression (& partners); and if the limited





partner accepted appearance of his name in company’s name, he will become responsible on
commitments towards the others by solidarity and interdependence with the working
partners.

The name should be followed with the expression “Tawssiyah Bassita Company”

Acrticle (79)

Rules which should be applied in Tawssiyah Bassita Companies

The legislations of Tadamun Companies will be applied on TBC without contradicting with
the rules of the following articles.

Article (80)

Establishment contract

Establishment of TBC should be with official contract and should state names of working
partners and names of limited partners

Acrticle (81)

Non registration in the register

Legislations of article No. 56 on the relations between the partners and others until
registration in the trade register and the limited partners will not be questioned except within
the limit of their shares if they did not participate in company’s management

Acrticle (82)

Working partners

Working partners have the same rights and duties of the partners in Tadamun companies and
company’s administration should not be entrusted to the limited partners

Article (83)

Decisions accuracy

The working partners in TBC will be dismissed for any discrepancy in company’s
administration with the majority of ideas according articles of the contract or basic system.
Any alteration or amendment in company’s activity and its purpose should not be made
without the agreement of all working partners.

Acrticle (84)

Managers’ appointment and dismissal

Appointment and dismissal of employees in the administration if they were not appointed in
the establishment contract is subject to the agreement of all working partners and a number
of the limited partners which represent the greatest contribution in capital if the establishment
contract did not stipulate a higher percentage.

Article (85)

Limited partners

Limited partners should not perform administration’s work and should not conclude or sign
commercial deals in the name of the company except if they are given special authorization
for each specific business. The limited partner who violates this prohibition will be
dependently responsible towards others for all company’s commitments and he may be
dismissed from the company.





The limited partners may participate in company’s work under the managers’ supervision and
if the establishment contract allows that, they may be granted authority and give instructions
for specific works and will perform inspection and control tasks.

In any case they have the right to be informed every year about the budget and profit & loss
account and they have the right to ascertain its accuracy and to review company’s books and
documents.

Acrticle (86)

Profits received in good faith

Limited partners are not obliged to refund the profits received in good faith according the
budget which was approved legally.

Article (87)

Transfer of limited partner’s share

Limited partner’s share is transferable by inheritance and will without contradicting
establishment contract’s texts, the share and the consequent impact towards the company will
be transferred if it is agreed by the majority of partners representing most of capital’s
amount.

Acrticle (88)

Limited partner’s bankruptcy

The contract of TBC will not be dissolved for limited partner’s bankruptcy and the request
for prosecution to dissolve the company is not accepted.

Article (89)

Reasons for company’s dissolution

The company will be dissolved in addition to the mentioned reasons in the previous articles if
only working partners remain in it or only limited partners if it is not decided to replace the
vacant partner’s place or the remaining partners decided to transfer the company to another
legal status within 6 months and if the company became without working partners, the
limited partners will appoint a manager temporarily during the mentioned period to perform
the ordinary administrative tasks and the temporary manager will not acquire the rank of
working partner.

Acrticle (90)

Rights of company’s creditor after liquidation

Company’s creditors whose entitlements are not fulfilled from company’s liquidation in
addition to the claim of working partners and liquidators according legislations of article (76)
should insist on their rights before the limited partners within the limit of what is devolved to
them from the share of liquidation without competing in that the personal partners of the
limited partners.





Thirdly: Joint Stock Company

Acrticle (91)

Definition

The contract of Joint Stock Company is not subject to the formal conditions imposed on the
named commercial companies; whereby someone subscribes in the specific share activity’s
profits of another person or from profits of a deal or more against an agreed upon share
which the joint partner submits during a specific period.

Article (92)

Multiple posts

The person who previously involved others in the deal or specific activity should not allow
other persons to participate without the agreement of the joint partners if there is no
agreement other than that.

Article (93)

Rights of others and their commitments

Others will not acquire rights or to bear commitments except towards the actual owner of the
joint stock.

Acrticle (94)

Rights of the owner of the joint stock and joint partners

The owner of the joint stock will manage the activity or deal and the contract may include the
control limits of the joint partner and method of practicing it.

In all cases the joint partner has a right to obtain statement of account for the deal after its
execution or annual statement of activity’s administration if it exceeded more than one year.

Article (95)

Division of profits and losses

The joint partner will bear a share from losses with the percentage of the share in profits on
condition that this share will not exceed the share in participation if there is no agreement
other than that.

Article (96)

Participation in profits and losses

Articles (92 and 93) will be applied on partnership contract for profits of a specific activity
without participation in losses and also in the contract which authorizes one of its parties the
participation right in profits and losses without a specific financial share

Article (97)

Company’s proof

The joint stock company is evidenced between the partner by all means of evidence
regardless the company’s activity nature.





Part Two
Funds Companies: Partnership Company

Article (98)

Definition

Partnership is a company in which the share holders are not responsible for company’s debts
and commitments except towards the value of their shares

First: company’s establishment
A — Special subscription

Article (99)
Definition of special subscription
The partnership company is established through special subscription as follows:

1.
2.
3.

by decision of the chairman of a holding company

by signed contract between two partnership companies or more

by contract to be signed by ordinary persons or juristic persons or both of them and
the maximum limit for participation of each of them will be specified by GPC
decision.

by issued decision from a competent public authority in the case of the public
partnership companies

Acrticle (100)

Company’s name

The partnership company should have a specific commercial name and this name should not
be derived from the name of an ordinary person except if the company’s purpose is to invest
patent which is legally registered in the name of this person or acquired company on
establishment or after that other commercial company, and has taken its name.

Article (101)

Company’s contract

The partnership company will not be registered without official contract and the
establishment contract should include the following:

1.

2.
3.
4.

~No

Subscriber’s name and surname, father’s name, place of residence, home, date of
birth, identity card number and number of subscribed shares.

Company’s name and head quarter

Company’s purposes

Subscribed capital which should not be less than the minimum which is specified by
GPC issued decision to be fully subscribed, and statement of amount paid from it so
that it should not be less than 30% of the subscribed cash capital

The value and number of nominal shares and its kind; GPC decision will be issued to
specify the minimum and maximum value of each share

Value of rights and funds provided in kind

applicable rules for distribution of profits

Members of the board of directors, their number should not be less than three and
should not be more than 11 members including the chairman and the necessity to





mention the name and surname of each member, father’ name, home, place of
residence, nationality, date of berth and identity card number

9. Number of members of the control authority and the necessity to mention the name
and surname of each member, father’s name, home, place of residence, nationality,
date of birth and identity card number

10. Company’s period

The basic system is considered as part of the establishment contract even if it was in a
separate edition.

Article (102)

Commitments towards previous business in the register

Anybody who performs business in company’s name before registration will be liable
towards the other unlimited responsibility and by interdependence if it was not decided that
the company bears the responsibility according legislations of article (25).

It is considered void issuance and sale of shares before company’s registration in the trade
register.

Article (103)

Types of Subscription

Subscriber’s share should be in cash if establishment contract did not stipulate otherwise. If
the subscriber undertakes to provide his share on the basis of ownership transfer of a specific
thing, legislations of sale contract will be applied in respect of guaranteeing his share if
depreciated or became due or defect or shortage appeared in it.

If the partner undertakes to provide his share as debits to him under the protection of other,
his commitment towards the company will not expire if the percentage stipulated in the
establishment contract is not fulfilled on condition that it should not be less than 3/10 of the
value of his share; and over that the partner will be liable to compensate the defect if that
percentage is not fulfilled before company’s registration in the trade register or if the share
value is not fulfilled in the specified period for payment of cash shares.

Acrticle (104)

Basis for estimating the share in kind

Anybody who subscribes in a partnership company should provide report from an expert
under oath to be appointed by head of court of first instance which is located in the area of
jurisdiction of the fund to be estimated; and this report should contain a statement of
estimated value of each type and the basis for estimation. This report should be attached
with the establishment contract.

The board of directors and control authority should ascertain the accuracy of the report
mentioned in the previous paragraph within six months from date of company’s
establishment.

The board of directors or control authority should request from the competent court to
reconsider the estimation if there are valid reasons; and in this case the share will remain
deposited with the company and should not be disposed except after reconsidering its
estimation.

If it appeared that the funds provided in kind decrease with more than one-fifth of founders’
estimation, the company should reduce the capital with the percentage of the difference and





the shares which became uncovered will be cancelled. The partner who pays in kind should
complete the shortage by paying cash or should withdraw from the company.

Article (105)

Non-payment of shares’ value

If the subscriber does not pay shares’ value after notification with register letter and after 30
days from publication of this notification according the legal means, the board of directors
may sell his shares through one of the clients of the stock markets or one of the banks or one
of the specialized authorities on his account and special responsibility.

If sale is not concluded for non availability of buyer, board of directors may decide to drop
the contributor’s right and will keep the paid amounts instead of claiming compensation.

If circulation of shares which are not sold is not concluded during the financial year in which
it was decided to drop the right of the contributor who is unable to pay, it should be cancelled
and company’s capital should be reduced with its value and the contributor who is unable to
pay will have no choice right.

Article (106)

Additional tasks

Company’s establishment contract should stipulate that contributors should be committed to
provide additional legal tasks without money, with statement of its type, period and method
of its performance, amount to be specified for it and the procedures to be imposed for not
performing it. The shares of those contributors should be nominal and its ownership will not
be transferred without board of director’s agreement.

A - Public subscription

Article (107)

Company’s establishment through public subscription

The establishment of the company which its capital is not less than the amount specified by
GPC through public subscription should be according a program which states its purposes, its
capital, main legislations mentioned in the establishment contract, specified share of profits
for the founders, establishment contract’s period and method of notification and
announcement.

The program should be signed by the founders and the signatures will be officially approved.
It will be lodged with an attorney office before announcement to the public.

Subscriptions will be evidenced in official document and it should state name of subscriber,
surname and father’s name, nationality, home, work location, date of birth, identity card
number, number of subscribed shares and date of subscription.

Acrticle (108)

Subscribers’ invitation

After gathering the subscriptions, the founders should specify for the subscribers with
registered letters or with the method mentioned in the program a period which does not
exceed 30 days to deposit at least three-tenth (3/10) of the value of the subscribed shares at
any bank working in Libya. The contribution of each person in company’s capital should not
exceed the percentage specified in GPC decision. If the period ended without payment of the
value, the founders will either pursue legal proceeding against subscribers or to exempt them





from the commitment and in the last case will not proceed with company’s establishment
except after completing the procedure for specifying the subscribed shares and the shares
which its owners are unable to pay.

The founders should invite subscribers’ association which consists of all subscribers in the
company’s capital to attend a meeting during 20 days after the specified period for payment
which is mentioned in the previous paragraph if the program did not specify other period
with registered letter or with the method mentioned in the program to be sent to each
subscriber before at least 10 days before the specified period to hold the association; to state
in the invitation the issues to be considered and an announcement should be published in any
of the national daily newspapers.

Acrticle (109)

Subscribers’ assembly

Subscribers’ assembly as well as founders will consider the following issues:

1. To provide the conditions required for company's establishment

2. Establishment contract's contents

3. To specify the profits which are kept for the founders themselves

4. To choose members of board of directors and control authority

The same legislations that are applied for general assembly will be applied for subscribers’
assembly.

Article (110)

Establishment contract

After performing the procedures required in the previous article, the attendants will sign the
establishment contract which should be lodged for registration in the trade register during 10
days from date of signature.

Article (111)

The founders

The persons who signed the establishment program when forming the company through
public subscription or those who caused its establishment are considered among the founders.
The founders should subscribe with shares at least 20% and not more than 50% of company's
capital; and participation of any ordinary person from them should not exceed the percentage
specified by GPC decision and the remaining will be offered for public subscription through
stock market. They should pay at least three-tenth of the subscribed cash shares before
announcing the program if the special laws did not stipulate other than this.

Article (112)

Founders' commitments

The founders are interdependently liable before others towards the commitments that they
undertook for company's establishment. The company should exempt the founders from
those commitments and should refund to them the expenses incurred within the limit of
company's establishment requirements or what was decided by the subscribers' assembly. If
the company was not registered for any reason, the founders will not come back to the
subscribers.





Article (113)

Founders' responsibility

The founders are responsible interdependently before the company and the others towards the
following issues:

1. Subscription in capital in full and payment of the required installments for company's
establishment

2. To provide in kind payments according expert's report

3. Accuracy of data that they broadcasted to the public for company's establishment

Those who deal on their behalf the founders will be responsible at the same degree of
solidarity before the company and others.

Article (114)

Founders' share in profits

Founders may specify for themselves in accordance with the establishment contract part of
the net profits according the annual budget and should not require any other benefit

Secondly: shares
General legislations

Article (115)

Shares' issuance

Joint Stock Company's capital is divided into shares that are equal in its nominal value and
subject to circulation.

The share is not subject to partition but the inheritance or those who own a share or share in
condominium may appoint a representative for practicing their rights in the company. If they
did not retard during the period specified by the board of directors, the board will appoint one
of them.

Article (116)

Shares' fundamental data

The share should include the following basic data:

1. Company's name, head quarter and period

2. Establishment contract's date, registration's date and number, trade register's office in
which the company is registered

3. The share's nominal value, kind, amount of company's capital, number of issued shares

4. Value of paid installments if value of the share was not fully paid

5. Special rights and duties

6. Signature of company's legal representative

The signature should be by proper mechanical mean if its original form is lodged with the
trade register office in which the company is registered and the signature may be by an
electronic mean in accordance with what the law organizes.

Article (117)

Temporary certificates

The company will deliver to each subscriber after 3 months of its registration in the trade
register a temporary certificate representing the owned shares.





The certificate includes particularly subscriber's name, number of subscribed shares, method
for fulfilling its value, amount paid from this value, date of payment, serial number of the
temporary certificate, numbers of shares, company's capital and its head quarter.

The company will deliver the temporary certificate representing the shares from a book with
coupons and give serial numbers. It will be signed by chairman of the board of directors and
stamped with company's stamp. The temporary certificate can be on electronic document
according what the law organizes.

Article (118)

Shares' types

The company's shares are nominal and the share should not be issued with an amount less
than the nominal value; and a text in the establishment contract may restrict disposal in a
share with special conditions.

Article (119)

Enjoyment shares

The company may issue enjoyment shares instead of the shares which their owners refunded
their nominal value if the company's basic system approved that. The basic system will state
the methods which should be followed.

The enjoyment shares which replaced the depreciated shares will not allow its owners to have
the right for selection in the general assembly if the establishment contract did not stipulate
other than that, but it authorizes its owners to participate in distribution of net profits after
payment of profit equal to the legal interest for the shares which its value was not refunded.
In case of liquidation, the enjoyment shares will be given the participation right in the
division of the remaining company's assets after settlement of the other shares with its
nominal value.

Article (120)

Purchase of company's shares

The company is not allowed to purchase private shares without permission from the ordinary
general assembly on condition that the value will be paid from the net profits and its value
should be fully paid.

The right for selection arising from the shares which are owned by the company will be
suspended and the board of directors should dispose it during one year from ownership date
if the abnormal general assembly did not decide its cancellation. Capital will be reduced
with the value of these shares or to be replaced by enjoyment shares.

Article (121)

Registration of purchased companies’ shares

Companies should not utilize its capital even partly for the purchase of the shares of a
company which it controls or shares of other companies which are subject to its control.

The company which is subject to the control of another company is considered when there
are number of shares, under the custody of the controlling company, that enable it to obtain
the majority of ideas in the general assembly or when the company becomes subject to other
company's control according specific restrictions in a private contract.





Article (122)

Exchange of shares' subscription is forbidden

The company is not allowed to form its capital or to increase it through exchange of
subscription with shares between it and another company even through other persons.

Article (123)

Participations

The company is not authorized to have participation right in the business of other companies
even if the establishment contract allows that generally if the participation will practically
lead to a fundamental alteration of company's purpose stipulated in the establishment
contract, except if the purpose is to form a holding company.

The company may own shares in another company practicing different activity on condition
that the percentage of participation should not exceed 10% of the last company's capital; if
the two companies practice the same activity, the previous percentage may be exceeded.

Acrticle (124)

Shares' mortgage

In case of shares’ mortgage or temporary certificates, the mortgagor creditor will have the
right to collect the profits and utilization of the rights related with the share and the
attendance of the normal general assembly's meeting as well as participation in its circulation
and selection right if it was not agreed in the mortgage contract other than that.

Shares' owner will have selection right in the abnormal general assembly.

Article (125)

One shareholder

Without prejudice to the legislations organizing the holding companies if the company did
not fulfill its commitments arising during the period in which the shares were in the
possession of one person, this person is considered liable with unlimited responsibility
towards these commitments.

B — Distinguished shares

Article (126)

Issuance of distinguished shares

The shares give its owners financial and non financial rights; and also shares may be issued
authorizing its owners different rights according the establishment contract or in accordance
with the amendments that enter in it later

Article (127)

Profits distribution priority

Some of company's shares may have profits distribution priority by being entitled to a
specific percentage of profits with the conditions and times specified by the basic system;
and it will have the priority right to fulfill its profits for any years the profits were not
distributed in addition to the decided profit of that financial year.





Article (128)

Limitation of selection right

The distinguished shares stipulated in the previous article do not enjoy selection right in the
ordinary general assembly if the basic system does not stipulate otherwise.

If shareholder does not receive profits during three consecutive years, selection right will
return to these shares.

Article (129)

Percentage of distinguished shares

Percentage of distinguished shares with limited selection should not exceed half of
company's capital.

If applications of shareholders for distinguished shares exceeded the percentage stipulated in
the previous paragraph, the shareholders will be granted distinguished shares according the
percentage of his contribution in the company.

Article (130)

Shares' transfer

The company's basic system may stipulate entry or substitution of any kind of its issued
shares to any other kind by shareholder's request and company's agreement according the
percentages and method of the basic system.

Article (131)

Special assembly

In case there is different kinds of shares, shareholders collectively should agree in a special
assembly on the decisions of the general assembly if those decisions affect their rights. The
rules organizing the abnormal committees will be considered in respect of the true general
assemblies which are held.

C — Shares Circulation

Article (132)

Prohibition of shares circulation

Shares will not be circulated except after publishing the approved annual budget and profit
and loss account for a period not less than one year.

With the exception of the previous paragraph, shares' ownership transfer between the
shareholders may be concluded by transfer method.

Article (133)

Suspension of shares' transfer registration

The board of directors may suspend shares' transfer registration during the period between
the date of invitation for the general assembly's meeting and date of its meeting.

Article (134)

The company is forbidden to grant loans against its shares

The company should not pay in advance amount as guarantee for its shares and will not lend
the others funds if the purpose is for purchase of shares with these funds.





Article (135)

Disposal of nominal shares

The company's shares are subject to circulation but sale of company's nominal shares or
temporary certificates will not be valid in company's right or others without registration in
the special register for that.

Registration will be in the presence of contractors or representatives and person on
company's behalf. The company may refuse sale registration in the following cases:

1. If the shares were mortgaged or blocked by court's decision.

2. If the shares or temporary certificates were lost and no new share’s certificates were given
instead of them.

3. If the sale or ownership transfer is violating law or company's establishment contract or
basic system.

4. If there is a debt on the company for account of the shareholder, it will stop registration of
sale of his shares until he settles his debt in full.

Shares may also be circulated electronically as organized by law.

Article (136)

Responsibility for shares' disposal that its value is not settled

The person who transfers shares which its value is not settled in full to others will be
responsible with them for settlement of unsettled installments for a period of 3 years from
date of transfer.

The person who disposed the shares will not be claimed for specifying the installments
except if failed to claim shareholder with that.

Article (137)

Shares' circulation restrictions

Shares' transfer to other is allowed subject to agreement of the board of directors except in
inheritance cases if the contract or basic system stipulated that, in this case the application for
obtaining approval should include name or names of those to whom the shares are transferred
, hnumber of shares to be transferred and the agreed price.

Article (138)

Company's approval

Company's approval should be explicit or implicit after elapsing 60 days from date of
submission of application for transfer of shares.

If the company does not approve transfer of shares, the board of directors should find another
buyer from the shareholders or others during 90 days from date of informing the refusal; the
board of directors may arrange that the company buys those shares in order to reduce capital
with its value.

If no agreement is concluded regarding the price, a specific expert from the competent court
of first instance will specify it.

If the mentioned period in this paragraph has elapsed and the company did not find a buyer,
that will be considered approval for transfer of the shares.





Article (139)

Cancellation of circulation restriction

The conditions concerning priority or approval or other restrictions which specify shares'
circulation will be considered cancelled in case of execution on shares for the reason of
nonpayment of the nominal value or inclusion of shares in the stock market.

Article (140)

Approval for shares' mortgage

If the company approved shares' mortgage, this will be considered as prior approval for
transfer of the mortgaged shares to the buyer in case of execution on shares.

Thirdly: Capital amendment
A — Increase of capital

Article (141)

Conditions for increasing capital

The abnormal general assembly may issue decision to increase the company's capital and
capital should not b e increased with financial shares except after the shareholders pay the
subscribed capital in full.

The establishment contract may stipulate that the board of directors has power to increase
company's capital one time or many times through issuance of normal shares within the limit
of a specific amount and this power should not exceed one year from date of registering the
company in the trade register; and authorization of this power of the board of directors will
be through an amendment of the establishment contract during company's performance and
will be valid for one year from date of the decision.

The decision of the board of directors for increasing company's capital should be recorded in
the competent trade register during 10 days from date of achieving the increase.

Article (142)

Methods for increasing capital

Capital will be increased by one of the following methods:

1. Issuance of new shares with the same nominal value and the amount of the increase
2. To increase the nominal value of original shares

3. To transfer the bonds of the loan which are subject to circulation to shares.

Acrticle (143)

Coverage of value of capital’s increase

The increase of capital is covered by one of the following means:

1. Payment of additional amounts or shares in kind by shareholders or others

2. To transfer the excess from legal reserve or other provisions or carried forward profits to
new shares which will be distributed among the shareholders free of charge according the
percentage of the old shares of each of them

3. To transfer the debts owed by the company to shares





Article (144)

Distribution of the new shares

The new shares will be distributed among the shareholders according the percentage of
owned shares on condition that it will not exceed what they applied from shares.

The remaining new shares will be distributed among the shareholders who requested more
than the percentage of what they own from shares according the legislations of the previous
paragraph.

The remained new shares will be offered for public subscription and the legislations
concerning public subscription when establishing a company will be followed.

Article (145)

Increase of capital through public subscription

In case of offering the new shares for public subscription, the subscription announce should
include particularly the following data:

1. Reasons for increasing capital

2. The decision of the abnormal general assembly for increasing capital

3. Company's capital when the new shares are issued, the proposed amount of increase,
number of the new shares and issuance allowance

4. Details of the provided constituents in kind as share for increasing capital

5. Statement of average profits which the company distributed during the 3 previous years of
decision for increasing the capital

6. Declaration from the control authority on the true data mentioned in the publication and
compatibility of the legal conditions for increasing capital

The chairman of the board of directors and head of the control authority will sign the
announcement and they will responsible interdependently towards the data mentioned in it.

Article (146)

Issuance allowance

The value of the new nominal shares should be equivalent to the actual shares. The abnormal
general assembly should decide the issuance allowance in addition to the shares' nominal
value and will specify its amount. The net allowance will be added to the legal reserve until
it amounts the value which is specified in the basic system.

Acrticle (147)

Shareholder's priority right

The shareholders will have the priority to subscribe in the new shares if the abnormal general
assembly will not decide otherwise for reasons of company's interest.

A statement will be published in one of the daily newspapers including an announcement of
shareholders' priority for subscription, date of its opening, date of closure and price of the
new shares; in addition to that the shareholders will be notified with this announcement by
registered letters by email or by other communication means.

Each shareholder should express his desire to use his right in subscription priority or to
dispose this right during 30 days from date of the mentioned announcement in the previous
paragraph.
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Article (148)

Capital increase with shares in kind

The legislations of valuation of shares in kind when establishing the company will be
followed in valuation of shares in kind which are provided when increasing capital.

Acrticle (149)

Invalidity of capital increase

Subscription will be void when the abnormal general assembly did not decide the sufficiency
of subscription if subscription for increasing capital is not performed.

Article (150)

Registering capital increase

The company's legal representative should register capital increase in the competent trade
register during 10 days from achieving the increase by submitting certificate certifying
payment of the payable percentage of cash shares and minutes of valuation of shares in kind.
Capital increase should not be mentioned in company's testimonies and documents except
after completing registration.

B — Capital reduction

Article (151)

Conditions for reducing capital

If it is revealed that company's capital exceeded its purposes, the abnormal general assembly
will reduce it by exempting the shareholders from payment of the remaining installments by
refunding part of capital to them with the limit permitted by law.

The decision for reduction will not be issued after reading the report of the control authority
and accounts' external auditor, if any, regarding the reasons, commitments on the company
and effect of the reduction on these commitments.

No objection on the reduction towards the creditors whose debts have arisen before reduction
registration in the trade register and who expressed their objections during 60 days from date
of registration and submitted their documents to the competent court in the mentioned time
except if those creditors fulfilled their present debts or obtained sufficient guarantees to
fulfill their debts.

Article (152)

Reduction due losses

If it is revealed that company's capital is reduced by one third due losses, the board of
directors should invite the abnormal general assembly for meeting as soon as possible to take
the suitable measures.

A report on company's financial status supported by remarks of the control authority should
be demonstrated to the general assembly.

Copy of the report of the board of directors and statement of the control authority should be
lodged in company's location prior 8 days of date of the general assembly's meeting to enable
the shareholders to view them.

If it is revealed that losses are not reduced less that the third in the following financial year,
the assembly is considering the budget of that year should reduce the capital with the
percentage of profits which are proved; otherwise the board of directors and control authority





should issue order from the competent court to reduce it with the amount of losses proved in
the budget.

The court will order reduction of the requested capital according the decision issued after
taking the view of the public attorney. The board of directors will register the decision in the
trade register.

An appeal may be submitted to the court of appeal within 30 days from date of registration.

Fourth: Company's authorities
A — General assembly
General legislations

Article (153)

Assembly's formation

Company's general assembly is formed from all its shareholders and it is held as ordinary
general assembly and abnormal general assembly.

The general assembly's meetings will be in the place of the company's head quarter if the
basic system did not stipulate otherwise.

Article (154)

General assembly's invitation

The board of directors will invite the general assembly for meeting through announcement in
the daily newspapers in addition to any electronic or ordinary communication means stating
date and time of meeting, place and schedule prior at least 15 days from the date of meeting.
The schedule in the ordinary general assembly should include new business in addition to
any issues submitted by shareholders who represent 10% from capital on condition that it
should be submitted to the board of directors before 5 days from date of general assembly's
meeting; hence the assembly's president should mention these business at the beginning of
the meeting and to be added to the items mentioned in the announcement on condition that
majority of the attendants agree.

If these procedures are not considered and the full capital is represent in the meeting which
was attended by the board of directors and control authority, the general assembly will
considered held correctly. Each member of the members representing the capital has the
right to object on the issues on which he has no sufficient information.

Article (155)

General assembly's invitation at the request of the minority of shareholders.

The board of directors should invite the general assembly for meeting at the request of a
number of shareholders representing at least one-tenth of company's capital stating the issues
to be discussed. If the board of directors or the control authority on his behalf held a
meeting, the president of the court of first instance will issue order stating the person who
will head the meeting to the general assembly to invite for meeting at the request of those
shareholders.

Article (156)

Attendance of the meeting

The general assembly's meeting will be attended by shareholders whose names are recorded
in the company's register before at least 5 days from date of meeting as well as shareholders





who at the same period deposited their shares at company's head quarter or one of the banks
stated in the invitation meeting.

Article (157)

Head of the assembly

The head of the general assembly is the person appointed by the establishment contract or
basic system. If the contract or basic system did not stipulate appointment of a president or
if the appointed person is absent, the attendants will select the president in an introductory
meeting headed by the chairman of the board of directors.

The president of the assembly will appoint a secretary and two persons to sort the votes.

Article (158)

Deputation in the attendance of the general assembly

The shareholders may depute a representative on their behalf in the general assembly if the
establishment contract did not stipulate otherwise.

Deputation and related documents should be written and kept in company's head quarter.
Members of the board of directors or working managers should not represent the
shareholders in the assembly.

Article (159)

Opposition of shareholder's interest

Shareholder should not choose the decisions in which he has direct or indirect interest, or for
account of the person who represents him or other person who depute him and that it
contradicts company's interest. In case of contradiction with that, the issued decision will be
subject to appeal, if it appears that without the voting of shareholders who had abstinence,
the required majority would have not occurred and the decision would harm the company.
The board of directors should not select decisions concerning the responsibility of his
members and the shares which do not authorize the right of selection will not be considered
according this article except for the purpose of obtaining the required legal quorum for the
meeting.

Article (160)

Assembly's decisions

General assembly's decisions according law, establishment contract and basic system are
obligatory for all shareholders. Board of directors, control authority, absent shareholders and
oppositionists may appeal in the decisions if they violate law, establishment contract and
company's basic system.

Effects of decision's invalidity will be valid on all shareholders; and board of directors will
be committed to take the consequences of the invalidity of procedures and will not touch the
rights that are acquired by the others in good faith to execute the decision.

Invalidity decision will not be applied if it is replaced by other decision correcting the defects
of the first decision according law legislations.

Article (161)

Appeal procedures in assembly's decisions

Appeal will be submitted before the court of primary instance in which the company's head
quarter is located in its area and the court's president will issue decision to impose on the





appellant a suitable guarantee for the expected harm requiring compensation. The appeal
should be raised during 60 days from date of issuance of the contested decision or from date
of registration if the decision is subject to registration in the trade register. All the appeals
concerning the same decision will be considered together by virtue of one verdict.

Court's president or investigation judge will suspend execution of the contested decision with
reasoned decision if the appellant requested that and there are serious reasons for taking such
decision after listening to the hearings of the board of directors and control authority. The
decision will be announced to the board of directors.

The board of directors will register in the trade register the issued final resolution for
suspension and governance.

Article (162)

Assembly's meeting second invitation

If the decided legal quorum is not reached for an appropriate meeting, the general assembly
should be invited again.

The date of the second meeting should be specified in the first announcement on condition
that the two meetings will not be in one day and if the first announcement did not mention
date of the assembly's second meeting, a new announcement should be published during 30
days from date of the first meeting.

1 - Ordinary general assembly

Article (163)

Assembly's tasks

Ordinary general assembly's tasks are as follows:

1- To discuss reports of the board of directors, control authority and account's external
auditor

2- To approve the financial lists (general budget, profit and loss account)

3- To approve profits’ distribution

4- To choose board of directors, head and members of the control authority; to specify their
gratuity as well as to appoint the account external auditor and to specify his fees.

5- To consider the issues which are submitted by the board of directors as well as the special
affairs under responsibility of board of directors and control authority

6 - The general assembly should not deal in issues not included in the agenda; and may deal
in the critical facts which are revealed during the meeting and a number of shareholders
representing at least10% of capital requested to refer these issues to the general assembly.
The ordinal general assembly should hold a meeting at least one time in the year during 4
months after completion of the company's financial year.

If there are special circumstances, this period will be extended to 6 months from completion
of the previous financial year.

Article (164)

General assembly's quorum in the first meeting

The ordinary general assembly's meeting is considered correct if a number of members
representing at least 50% of company's capital attended the meeting with the exception of
limited shares voting right.





The assembly's decisions will be with majority of capital of shareholders who attended
except if the establishment contract or basic system stipulates a higher majority.

Article (165)

General assembly's quorum in the second meeting

The ordinary general assembly's meeting is considered correct whatever is the attendant’s
number and whatever is the amount of capital of attendants. The agenda of the first meeting
should only be seen and the decisions will be with the majority of capital of attendants.

Article (166)

Minutes of assembly's decisions

General assembly's decisions should be in minutes to be signed by the president and
secretary or public notary and the minutes should include summary of the speech of
shareholders if they requested that.

2 — Abnormal general assembly

Acrticle (167)

Abnormal general assembly's tasks

Abnormal general assembly's tasks will consider amendment of establishment contract and
basic system, issuance of loan bonds, appointment of liquidators and specifying their powers
according law as well as approval of decisions of the board concerning the disposition of
more than half of company's assets.

Article (168)

Abnormal general assembly's quorum in the first meeting

The abnormal general assembly's meeting is considered correct if attended by a number of
shareholders representing more than two-thirds of company's capital and it will take its
decisions with majority representing more than half of company's capital except if company
establishment contract or basic system stipulate obtaining higher majority.

Members of board of directors, control authority, absent shareholders and oppositionists
should appeal in the accuracy of decisions which are violating law or establishment contract
according article (160).

Article (169)

Abnormal general assembly's quorum in the second meeting

If the legal quorum is not obtained in the first meeting, the second meeting of the abnormal
general assembly will be correct with the attendance of majority exceeding half of the capital
if not stipulated in the establishment contract or basic system that a higher majority should be
obtained.

The decisions will be with majority exceed one-third of company's capital.

In all cases, if the agenda of the meeting of the abnormal general assembly included
alteration of company's purposes or its transfer or its dissolution before the decided period or
transfer of its head quarter abroad or issuance of distinguished shares, it is necessary for
accuracy of decisions which will be taken in the second meeting to obtain agreement of more
than half of company's capital.





The decisions which are taken in the second meeting will be subject to appeal according
legislations of article (160).

Article (170)

Non availability of quorum

If the necessary quorum for decisions is not obtained in the second meeting, the abnormal
general assembly will not be invited for meeting to discuss the same items except after elapse
of 6 months from date of the second meeting and legislations of article (160) of this law will
be applied for holding appropriate meeting and taking decisions.

Article (171)

Minutes of the abnormal general assembly

Public notary will write the minutes of meeting of the abnormal general assembly and should
be recorded in the minutes of decisions taken and summary of the speech of shareholders if
they requested that.

B — Company's administration
Board of directors

Article (171)

Board's tasks

The board of directors will manage the company by shareholders or others. If the general
assembly will not appoint the chairman, the members will choose him from themselves. The
chairman will be a normal person.

The board of directors will take all decisions and sign all deals to achieve company's purpose
and activity. The board will relay the decisions which lead to deals exceeding half of
company's assets to the abnormal general assembly for approval.

The board of directors will hold the meetings at company's head quarter if the basic system
did not stipulate otherwise.

Article (173)

Appointment of the board of directors

The general assembly will appoint the board of directors if not appointed in accordance with
the establishment contract and subscribers' assembly will appoint the first board of directors.
The member of the board of directors should not be appointed if he is incompetent or
declared bankruptcy or convicted of a felony or misdemeanor involving honor or honesty. If
anyone of those is appointed, his appointment will be void.

Public and private corporate bodies will appoint their representatives in the board of
directors. They will dismiss or replace them. Those representatives will bear the civil and
criminal responsibility for performance of their tasks in the board of directors. The corporate
bodies that they represent are considered as guarantors for performing these tasks.

Article (174)

Board of director's period

The period of the board of directors is (3) years subject renewal except if the establishment
contract or basic system stipulated otherwise.





The general assembly may dismiss the board of directors partly or totally even if it was
appointed according the establishment contract and the dismissed will have the compensation
right if the dismissal was not reasoned.

Article (175)

Multiple Membership

Anybody personally or on behalf of the other will not gather between the membership of
boards of directors for more than 3 joint stock companies; each membership violating the
legislations of this article will be void and the voidance will be disposed to the latest
membership.

Article (176)

Registration of appointment decision

The board of directors will request registration of its appointment decision in the competent
trade register within 1°0 days from date of its appointment. Name in triple, surname, father's
name, home, work location, place of residence, date of birth and identity card number to be
stated.

Article (177)

Abandonment of post

The member of board of directors who abandoned his post should inform in writing the board
of directors, head of control authority; the effects of abandonment will arise immediately if
remained the majority of the board of directors, otherwise from date of this majority of the
board, the result is to accept new member for the task.

Article (178)

Vacant post

If the post of one or more member of the board of directors is vacant during the financial
year, the remaining members should appoint replacement with the agreement of the control
authority and the appointed members will keep their posts until the first meeting of the
general assembly.

If the posts of the majority of the board's members are vacant, the remaining members will
invite the general assembly for meeting to complete appointment of members; and the tasks
of the members who are appointed by the assembly will end with the end of the period of the
existing members.

If the posts of all board's members are vacant, the legislations of the second paragraph of
article (203) will be applied.

Article (179)

Correctness of board's decisions

Correctness of board's decisions to be with the ultimate majority of the members if the
establishment contract or basic system does not stipulate a higher majority.

Board of directors' member should not depute another on his behalf and any vote to be given
on behalf of any absent member will be void.





Article (180)

Company's legal representation

The chairman of board of directors is considered the company's legal representative. He will
perform the task of the general manager if this post is not assigned to another person; and he
should lodge specimen signature form with the competent trade register.

Article (181)

Conflict of interests

The chairman or members of the board of directors should not be a party in any contract of
the contracts which will be signed with the company without prior permission from the
general assembly and each contract signed contradicting this will be void.

If the chairman or member of the board of directors has a private interest in an operation or
deal for his account or for account of one of his relatives up to the 4™ degree or for account
of the person who represent him or on his behalf in any deal which conflict company's
interest, he should inform the board of directors and control authority and he should not
participate in the circulation concerning this operation or deal. If the member violates this
restriction, he will be responsible towards the losses of the company arising from concluding
this operation or deal.

The absent members of the board of directors or the oppositionists and control authority may
appeal in board's decision within 3 months from date of decision if it cause harm to the
company and the necessary majority cannot be obtained.

The rights of good faith acquired by others will not be touched for executing the decision.

Article (182)

Board of directors' responsibility

Chairman and members of the board of directors should perform satisfactorily the legally
imposed duties according the establishment contract and in accordance with law
requirements and they will be interdependently responsible towards the company of any
harm due non performance of the duties.

In any case the chairman and board of directors are interdependently responsible for not
caring about good performance of company's business generally and for not doing their
utmost to prevent occurrence or removal or reduction of results of known harmful acts.

The responsibility is not extended to the member who did not err and proved without delay
his objection in the minutes of meeting and decisions of the board and he informed the
control authority immediately.

Article (183)

Board of directors' commitments

The board of directors should set annually the following detailed statement signed by the
chairman under disposal of the shareholder before at least 7 days of the meeting of the
general assembly which is invited for meeting to consider board of directors' report:

I- All amounts which are paid to the chairman and each member during the financial year
such as wages, salaries, fees for attending board's meetings, miscellaneous expenses, any
commission received or other payment in his capacity as company's technical or
administrative official or against any technical or administrative or consultancy work
performed for company's interest.





2- Benefits in kind which the chairman and members of the board of directors enjoyed
during the financial year such as cars, housing, etc...

3- Rewards or profits' shares which the board of directors propose for distribution to each
members and specified amounts for each present and previous member of the board of
directors such as pension or compensation on termination of service.

4- Contributions with statement and details of each contribution.

Control authority and accounts external auditor should ascertain the availability of the
statement and to be referred to it in their reports.

Article (184)

Company's right in claiming responsibility

The claim of board of directors' responsibility will be raised according the issued decision
from the general assembly even if the company was in the stage of liquidation.

The decision regarding board's responsibility will be taken when discussing the budget even
if not mentioned in the schedule.

The consequences of the decision for raising a claim of responsibility is dismissal of officials
on condition that the decision was taken with majority representing at least one-fifth of the
company's capital and in this case the assembly will proceed with appointment of their
replacement.

The company may abdicate the responsibility claim and may make reconciliation if the
general assembly decided abdication or an explicit reconciliation and there is no anti voting
from a number of partners representing at least one-fifth of company's capital.

Article (185)

Responsibility towards company's creditors

Chairman and members of the board of directors are responsible towards company's creditors
for non performance of their duties for preserving company's properties.

The creditors will raise the claim when it is revealed that the company's properties are not
sufficient for fulfillment of their debts and in case of company's bankruptcy, the claim will be
raised by bankruptcy officer.

Creditors will reserve their rights in raising the claim even if the company abdicated the
claim responsibility of the board of director or signed the reconciliation.

Article (186)

Personal claim from shareholders or others

Legislations of the previous articles will not affect the shareholder or other rights before the
board of directors in claiming compensation for harm occurred directly due their
performance as a result of error or cheating.

2 — The executive committee

Article (187)

Committee's formation

The board of directors may assign some of his powers to the executive committee which is
formed from some of the members of the board or to one member. The board should take in
the decision for authorization the limitation of this authorization.





The authorization should not be extended to what is related with the budget and amendment
of capital.

Acrticle (188)

Board's responsibility towards committee's work

Without prejudice with legislations of article (182), the board of directors will remain
responsible towards negligence of following up execution of the granted authorization
according the legislations of the previous article

3 — General Manager

Article (189)

Appointment of general managers

The board of directors will appoint the general manager from the members or from elsewhere
if the basic system stipulates this.

The board may also appoint assistant general managers and administrations managers
according the controls stated in the basic system.

Article (190)

Managers' representation power

The general managers will have power to represent the company concerning their authorized
tasks without prejudice to the rights of others.

Article (191)

Conflict of interests

The legislations concerning conflict of interest of members of the board of directors will be
applied on the general managers.

Article (192)

Manager's responsibility

The general managers will be questioned about execution of their tasks in the same way with
which members of the board of directors are questioned within the limit of their tasks.

Article (193)

Managers' restrictions

The general manager should not be manager or chairman of the board of directors of another
company without prior approval of the board of directors.

He should not be member of board of directors for more than two companies; each
membership violating the legislations of this article will be void and the voidance will be for
the latest.

Article (194)

Attendance of board's meetings

General managers should attend the meetings of the board of directors and should participate
in discussions without a voting right.

They may also attend the meetings of the executive committees if they are requested.





Article (195)

Limitation of tasks and rewards

The board of directors will specify the tasks and duties assigned to the general managers and
will specify also their rewards and benefits. The general managers have the right to claim
compensation if they are dismissed without justification.

C - Control of the company
1- Control authority

Acrticle (196)

Formation of control authority

The control authority is formed from 3 working members, one of them should be graduated
from a university in accountancy and the other should be graduated from a university in law.
Two alternate members should be appointed with the mentioned conditions in the previous
paragraph.

The conditions for the control authority's member whether he is a shareholder or not are the
same conditions for the members of the board of directors.

The general assembly should appoint the control authority and should specify their rewards
of its president and members.

In case of participation of private or public corporate bodies, they will appoint their
representatives with the necessary conditions in the control authority. This representative
will bear the civil and criminal responsibility for performing his tasks in the control authority
and the corporate body that he represents is considered guarantors for him in performing
these tasks.

When the state appoints one or more controller, the authority's president should select from
those who were appointed by the state.

The basic system of the banks that are subject to the supervision of Central Bank of Libya
may not stipulate appointment of control authority and will be replaced by other control
methods.

Article (197)

Prevention of appointment

A person will not be appointed in the control authority if he has kin relation to the 4™ degree
or affinity with the chairman or one of the members of the board of directors or company's
general managers and also if the person is related to the company itself or other companies
under its supervision with continued work relation with wages. If those persons are
appointed contradicting the legislations of this article, his appointment will be void.

The person who was chairman or member of control authority in board of directors of a
company will not be appointed also except if 3 years elapsed from termination of his work in
the control authority.

Acrticle (198)

Controllers' appointment and termination of tasks

President and members of the control authority will be appointed for the first time by
subscribers' assembly if they were not appointed in company's establishment contract and
later they will be appointed by the ordinary general assembly of shareholders. Their





appointment will be for 3 years renewable and they may not be dismissed without justified
reason.

The decision for their dismissal will require agreement of the competent court of first
instance by decision to be issued after listening to the hearing of president of the control
authority or the member to be dismissed.

The board of directors should register the appointment decision of control authority and
termination of its tasks in the competent trade register during 10 days from date of the
decision.

Acrticle (199

Controllers’ replacement

In case of death of one of the members of the control authority or abandonment of his post or
loosing membership, one of the two authority's alternate members, whose age is bigger, will
replace the post and it should be taken into consideration that the vacancy should be filled
and he will remain until the first general assembly will be held as it will appoint the
necessary working and alternate controllers to complete the control authority according the
requirements of article (196). The task of the controllers who were appointed with this
method will end with the termination of the existing controllers.

Acrticle (200)

Controllers’ duties and powers

Control authority should control company’s administration and should ascertain that the
work flow is legally functioning, validity and legitimacy of the establishment contract,
company’s books and accounts to be kept according the legally decided principles, budget
and profit and loss account to be compatible with results evidenced in company’s
accountancy records, documents and books. It should ascertain that provisions prescribed in
estimating the company’s elements are taken into account according article (228).

The control authority should ascertain also that at least one time every 3 months from the
presence of the company’s financial values and bonds whether owned or mortgaged with it or
lodged as guarantee or probity or sentry. Control authority’s member may request
information on company’s work flow or specific operations from the board of directors or
general managers even if individually; and will record the investigations in a special register
of the control authority’s meetings and decisions.

The control authority should notify the board of directors with remarks of negligence or
violation or overspending and should request correction of that even if it is necessary to
invite the general assembly for meeting.

Article (201)

Control authority’s meetings and decisions

Control authority should meet at least one time every three months and if a member does not
attend two meetings at the same financial session without acceptable excuse, he will be
considered giving up on his mission.

The committee will write the minutes of its meetings to be recorded in a special register and
to be signed by those who attended the meeting.

The committee will issue its decisions with absolute majority and the oppositionist has a right
to prove reasons for his opposition.





Article (202)

Participation in the meetings of board of directors and general assembly

The control authority should attend the meetings of the board of directors and general
assembly as well as executive committee’s meetings.

If the head of the control authority or a member retarded without acceptable excuse from
attending the general assembly’s meetings or from attending two meetings of the board of
directors during the company’s financial year, they will be considered abandoned for the
tasks.

Acrticle (203)

Duties of the controllers when there is negligence in the board of directors

Control authority should invite the general assembly for meeting and will publish the
announcements which are imposed by law whenever there is negligence from the board of
directors in that.

It should invite the general assembly for meeting to appoint or complete the board of
directors if for any reason, there is lack of a member of the board of directors from the
required legal quorum for the veracity of the meeting; and for necessity it should request
from the competent court to appoint a judicial manager until appointment of the board of
directors.

Article (204)

Controllers’ responsibility

Members of the control authority should perform their duties satisfactorily as required by law
and they are responsible for the veracity of their testimony and should protect confidentiality
and document which they review and also they are responsible interdependently with the
board of directors for performance or negligence if it was revealed that the harm would not
have occurred if they performed their task with alertness and interest.

Claim responsibility of control authority’s members is subject to the same decided
legislations of board of director’s responsibility.

Article (205)

Complaint to control authority

Each shareholder should inform the control authority with what he sees as reason to complain
and the authority should give attention to the complaint and to refer it to the general assembly
in its report.

If a number of shareholders representing one part from twenty parts of capital complained,
the control authority should investigate as soon as possible in the complaint and to provide a
result and the necessary proposals to the general assembly. If it appears that the complaint is
serious and its treatment is urgently required, the authority will invite the general assembly
for meeting.

Acrticle (206)

Resorting to courts

If it is revealed that the deeds of the board of directors or control authority in company’s
affairs leads to mistrust and they are negligent in performing their duties, the partners who
represent one-tenth of company’s capital should raise their complaints to the competent court
of first instance.





The court will order inspection of company’s administration at the expense of complainants
after the testimony of members of the board of directors and control authority in an advisory
chamber and will impose on the complainants submission of guarantee if there is necessity; if
misconduct is really proved to the court, it will order the necessary preservative procedures
and it will invite the general assembly for meeting to take the appropriate decisions.

The general attorney will follow the same procedures stipulated in the first paragraph of this
article and in this case the expenses will be for company’s account.

Article (207)

Appointment of judicial manager

The court may dismiss the board of directors and control authority in cases of extreme
gravity and will appoint judicial manager and it will specify his powers and period of his task
with the exception of article (18) of this law, one or more external auditor

The judicial manager may raise a claim of responsibility against the board of directors and
control authority and will invite the general assembly for meeting under his leadership before
termination of his task in order to appoint new board of directors and control authority or to
consider his proposal in respect of company’s status under liquidation if it is necessary.

2 — Accounts’ external auditor

Acrticle (208)

Duties of the external auditor

With the exception of the legislation of article (18) of this law, one or more licensed external
auditor should audit the company’s financial lists which will be submitted to the general
assembly in its normal annual meeting.

He will be responsible for performance of his task with the same way in which the president
and members of the control authority will be asked within the limit of his task.

Acrticle (209)

External auditor’s report

Accounts external auditor should submit written report including his idea on company’s
accountancy and financial issues, particularly the following:

1 - The extent of safety of company’s accounts and accuracy of the final financial data
according the legislations of this law, related laws and company’s basic system.

2- The extend of company’s compliance with the approved accountancy measures
concerning bookkeeping, operation of asset inventory, company’s commitments and method
of demonstrating the final financial data.

Article (210)

Importance of data submission

Company’s administration (board of directors or managers) should submit the final financial
data to the accounts external auditor for its auditing during 60 days after the end of the
financial year.

The accounts external auditor should execute auditing of accounts and should submit his
report to company’s general assembly within a period not exceeding 45 days from date of
receiving the financial data.





Article (211)

Registering the report in the trade register

Copy of the minutes of meeting of the general assembly, report of the board of directors,
report of the control authority, report of the accounts external auditor will be sent to the
competent trade register during 10 days from date of its approval by the general assembly.

Fifth: Loan bonds

Article (212)

Bonds issuance conditions

Nominal loan bonds may be issued to the company or holder with amounts not exceeding the
paid capital according the last approved budget.

The company should not issue loan bonds except after payment of the subscribed capital in
full.

Article (213)

Registration of the decision

The ordinary general assembly should agree to issue loan bonds unless there is consequential
change in company’s capital and it should be registered in the competent trade register during
10 days from date of agreement.

General assembly’s decision should not be excepted unless registered in the trade register
and will be subject to appeal before the competent court by the previous creditors during 30
days from date of registration.

Article (214)

Capital reduction

The company which issued loan bonds should not decide reduction of capital except to the
extent of bonds that are depreciated. If it is decided to reduce capital due ti losses, it is
necessary to estimate the legal reserve on the basic of company’s existing capital at the time
of issuance of bonds until the total of company’s capital and the legal reserve becomes equal
to the amounts of circulating bonds.

Article (215)

Loan bonds contents

Loan bonds should contain the following:

1- Company’s name, its purpose, head quarter, details of trade register office in which it is
registered.

2- Company’s capital at the time of issuance of bonds

3- Date of assembly’s decision and date of its registration in the register

4- Total of issued bonds, nominal value of each bond rate of interest, method of payment and
method of depreciation.

5- The assigned guarantees





Article (216)

Transfer of bonds to shares

The company issues loan bonds transferable to shares by decision from the abnormal general
assembly and it will be offered for subscription according the rules for subscription in shares.
Transfer of bonds to shares will be through refund and cancellation of bonds; and to grant its
owners shares and to add its value to capital.

Article (217)

Bonds holders’ assembly

Bonds' holders will a special assembly for them and it will consider the following issues:

1- To appoint a general representative and dismiss him

2- To amend conditions of loan

3- To propose reconciliation with the company

4- To form financial amount to face the necessary financial expenses for protection of the
mutual interest and method of providing an account for it

5- Other issues concerning their interest.

Article (218)

Meetings of bond holders’ assembly

The board of directors or representatives of loan bond holders invite the general assembly of
bond holders when they see that it is necessary or at the request of a number of bond holders
representing part of twenty parts of the issued bonds which are still existing.

The same legislation of shareholders abnormal general assembly will be applied on bond
holders’ assembly. The voting in the second meeting should be from a number of loan bond
holders representing at least half of the issued bonds which were not depreciated for the
validity of decisions related to item (2) of the previous article.

The loan bonds which are under the company's custody will not give subscription right in
assembly's decisions.

The board of directors and control authority may attend the meetings of bond holders’
assembly.

Article (219)

The joint representative of bond holders

A person may be selected from non bond holders to be joint representative for them. If the
assembly did not appoint a joint representative, the president of the court of first instance will
appoint him according an issued decision in accordance with the request of one or more of
the bond holders or one of the company's managers.

The joint representative of bond holders should not be appointed by member of the board of
directors or control authority or the person who is an affiliate of a debtor company and also
every person who have the elements that prevent him from being in charge of the controller's
post. If a person from those is appointed, he should be dismissed.

The period for appointment of the joint representative should not exceed 3 years but it is
renewable.

Bond holders’ assembly should specify the reward of the joint representative who should
request registration of his appointment in the trade register during 15 days from date of his
notification of the appointment decision.





Article (220)

The duties and powers of the joint representative

The joint representative should execute the decisions of bond holders’ assembly and should
protect their joint interests in their relations with the company and he has the right to attend
the operations of withdrawal of bonds to be depreciated as well as the right to attend
subscribers' assembly.

The joint representative has the right to pursue legal proceedings on behalf of bond holders to
protect their interests even in the case of reconciliation with the company or when declaring
its bankruptcy.

Article (221)

Ballot for refund of bonds' value

The ballot procedures for refund of bonds' value should be arranged in the presence of the
joint representative and during his absence it should be in the presence of the attorney,
otherwise the ballot will be void.

Article (222)

Bond holders' personal proceedings

It does not exclude the texts of the previous articles without raising a personal suit for bond
holders provided that such action does not conflict with the assembly's decisions taken in
accordance with Article (217).

The issued decisions of bond holders' general assembly will be valid for the right of the
absent and violating bond holders as well as for each bond holder the right to appeal in the
decisions in which the legislations of the law according the legislations of articles (160) and
(168) were not considered.

Sixth: Company's accountancy organization
A — Company's books

Article (223)

Books to be kept

The joint stock company should keep the following books in addition to the other books and
financial documents which should be kept by traders:

1. Subscribers' register: to record in it names of subscribers, surnames, nationalities, homes
and numbers of shares to record the transactions for the mentioned shares or temporary
certificates.

2- Loan bonds register: to record in it amount of issued bonds, amounts of refunded bonds,
names and surnames of holders of nominal loan bonds and all other dealings

3- Register for minutes and decisions of the general assembly and the minutes written in
official paper to be recorded in it.

4- Register for minutes and decisions of the meetings of the board of directors.

5- Register for minutes and decisions of the meetings of the control authority

6- Register for minutes and decisions of the meetings of the executive committee.

7- Register for minutes and decisions of the meetings of loan bond holders assembly if the
company issued loan bonds.
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The board of directors will be responsible for keeping books mentioned in items (1,2,3,4)
whereas control authority will be responsible for keeping the book mentioned in item (5) and
the executive committee will be responsible for keeping the book mentioned in item (6). The
joint representative of loan bond holders will be responsible for keeping the book under item
M.

The registers should be numbered with consecutive numbers before using it and each page
should b e stamped. It should be approved each year.

Article (224)

Inspection right of company's books

The partners have the right to inspect the two registers under items (1, 3) of the previous
article and they should obtain summaries from it at their expenses.

This right is also given to the joint representative of loan bond holders assembly in respect of
the registers mentioned in items (2,3) of the previous article and also to the loan bond holders
in respect of the mentioned register in item (7).

Article (225)

Electronic books

The company should keep accountancy documents in consecutive printing paper form used
in the electronic system which will be dated and numbered as stated by law.

It should also keep accountancy documents in electronic system form and the data included
in it should be unchangeable.

The two forms will have the evidence of the traditional commercial books.

B — Budget

Acrticle (226)

Preparation of budget and financial lists

The board of directors should prepare company's financial lists, complementary
clarifications, profit and loss account.

It should submit report clarifying company's work performance.

Article (227)

Budget contents

Without prejudice to laws concerning the companies which practice specific activity, the
budget should include total amounts of assets and liabilities and statement of each item
separately and may not be set-off between them.

Assets:

1- Amounts required from shareholders and not yet paid.

2- Real estate.

3- Fixed assets and machinery.

4 - Industrial patent rights and rights of exploitation of ethical products

5- Concessions and trademarks as well as economic value of the commercial place

6- Circulating assets.

7- Raw materials and goods.

8- Cash and stock exchange in safe or deposited with others.

9- Financial bonds of fixed and changeable profit.





10- Participations and statement of shares which are purchased by the company
11- Company’s clients debts

12- Company’s debts to the bank

13- Debt liabilities of the associated companies

14- Other debts required from third parties

Liabilities:

1- Nominal value of company's capital with statement of normal shares separately from other
types of shares

2- Legal reserve balance

3- Reserve stipulated in the contract and voting reserve

4- Amounts of depreciation, renewal and insurance against fall of value of assets
5- Amounts assigned for compensation of company's employees

6- Debts recorded with guarantees in kind

7- Debts of suppliers

8- Company’s debts to banks and other suppliers

9- Debt liabilities of the associated companies

10- Issued loan bonds and remaining bonds

11- Other debts required from the company

12- Optional or obligatory deposits of third parties

Acrticle (228)
Rules for estimation
The following rules should be followed when estimating company’s capital:

1.

Estimation of real estate, fixed assets, machinery and movables with value higher
than its cost and for each financial year the value should be reduced with percentage
of depreciation by including depreciation balance in special item for deductions.

The raw materials and goods should not be estimated with a higher value by the
minimum cost of its purchase value or with cost higher than the market price at the
end of the year.

The industrial patents, rights of exploitation of inventions, concessions and
trademarks should not be estimated with a higher value than the value of its purchase
and expenses. This value should be reduced in each with a percentage of what went
on that information of time or with percentage of the fall of exploitation rights.
Value of shares and stock exchange that have fixed or changeable income will be
estimated by the board of directors that should envisage awakening and wisdom as
well as considering stock exchange circulation in securities with market cost. The
control authority should be notified with the rules followed in estimation and the
control authority should observe these rules in its report to the general assembly.

The participations that have not the characteristic of shares should be estimated with
an amount that does not exceed the amount that appeared in the last budget.
Company’s debts will be estimated on the basis of the possibility of its fulfillment.
To register in a special list of asset’s item the amounts collected as difference
between the due amounts of issued loan bonds on its due date and the amounts
collected at time of issuance.

The reductions of asset’s elements should be evidenced in special separate items.





If there are special reasons for not following the decided rules in this article, the board of
directors and control authority should state detailed reasons for not following these rules in
their report submitted to the assembly.

Article (229)

Constraints repeated in several sessions

Depreciation of establishment and development expenses that have no amount in assets
should be through annual reductions from value for a period not exceeding five years if the
control authority agrees on that.

In consideration with what is stipulated in the special laws, it should be agreed with the
control authority on the followed registration methods in estimating the positive and negative
interests and to deduct the due amounts; and the authority’s report should include these
methods.

Article (230)

The moral value of the commercial place

The moral value of the commercial place should not be recorded in budget’s assets unless it
was evaluated when buying the place and without increasing the paid amount.

The amount paid should be depreciated according suitable estimation by the board of
directors and control authority.

Article (231)

Legal reserve balance

An amount not less than 5% to form the legal reserve should be deducted from the annual net
profits until this balance amounts to at least quarter of company’s capital.

If the legal reserve is reduced for any reason, it should be completed considering the
legislations of special laws.

Article (232)

Increase of share’s value

Devolved amounts to the company from issuance of shares with higher value than its
nominal value should not be distributed as profits unless the legal reserved is formed in full.

Article (233)

Contribution in profits

The entitlements of founders and board of directors from portion of profits will be calculated
on net profits arising from the budget after deducting the legal reserve.

Article (234)

Control authority’s report and lodging the budget

The board of directors should enable the control authority to view the budget and its report as
well as testimonies and documents during at least 30 days before the specified date of the
general assembly’s meeting for considering it.

The control authority should present to the general assembly a report on result of the
financial year stating its view point and proposals in respect of company’s work performance
and accuracy of accounts, budget and its approval.





Copy of the budget with reports of the board of directors and control authority should be
lodged at company’s head quarter during 15 days prior assembly’s meeting and it will remain
until its approval and the shareholders will view it during the mentioned period.

Article (235)

Distribution of profits among the shareholders

The general assembly that approves the budget will decide distribution of profits among the
shareholders and profits on shares should be paid on the profits arising in accordance with
the approved budget.

If losses appeared in company’s capital, profits will not be distributed unless returning capital
to its actual value or reducing it with the amount of losses.

Profits paid with violation of the stipulations of this article will not be refunded if the
shareholder received in good faith and according an approved budget.

Article (236)

The effect of budget’s approval

Budget’s approval by general assembly will not exempt members of the board of directors,
general managers and control authority from the responsibility for company’s administration.

Acrticle (237)

Lodging the budget

The board of directors should deposit copy of the budget with its report, control authority’s
report and minutes of the general assembly’s approval in the trade register’s office during 10
days from the approval.

Seventh: Company’s dissolution and liquidation.

Article (238)
Additional reasons
In additional to normal reasons for company’s dissolution stipulated in this law, the joint
company is dissolved and will be liquidated for the following reasons:
1. Issuance of decision from the abnormal general assembly
2. The general assembly id unable to perform its tasks
3. One of the reasons stipulated in its establishment contract is achieved

Acrticle (239)

Occurrence of an issue requiring dissolution

If an issue occurred that require company’s dissolution, the board of directors should invite
the abnormal general assembly for meeting within 30 days to take decisions concerning
company’s liquidation.

Acrticle (240)

Appointment and dismissal of company’s liquidators

The general assembly is concerned in appointment of liquidators unless it is stipulated in the
establishment contract otherwise. The general assembly will take its decisions with the
required majority in respect of the abnormal general assemblies.





When the required majority is not obtained, the liquidators will be appointed by decision
from the president of the court of first instance according the request of shareholders or board
of directors or control authority.

Liquidators will be dismissed by the required majority of the abnormal general assemblies or
by decision from the competent court of first instance according the request of shareholders
or control authority or public attorney if there is necessity.

The same legislations will be applied when substituting liquidators.

Article (241)

General assembly’s approval

Each agreement concluded between liquidators and joint company’s creditors will be
obligatory if coupled with general assembly’s approval.

Acrticle (242)

Voluntary liquidation proceedings

The liquidator and any joint company’s debtor or creditor and any party of interest may
request from the court to favor in any issue arising from the voluntary liquidation
proceedings according the methods of favoring the issues arising from the judicial liquidation
proceedings according the legislations of this law.

Article (243)

General assembly’s invitation for meeting

The liquidator during the stage of legislation may invite the company’s general assembly for
meeting to obtain its approval on any issue that he considers necessary and if to refrain from
its liquidation. The control authority or external auditor — if any — may invite the general
assembly for meeting if the liquidator refrained from performance with this procedure.

Acrticle (244)

Lodging the liquidation budget

The final liquidation budget duly signed by liquidators with the report of the control authority
and certificate from the accounts external auditor should be lodged with the competent trade
register office for registration and the budget should state the share of each of them in asset’s
distribution.

Each share holder may appeal before the court of first instance in facing the liquidators
during 3 months following the registration.

The court will favor in the raised appeals in one session and each shareholder may interfere
init.

The proceeding will be considered after expiration of the mentioned term and the reward
shall be an argument even to those who did not enter into rivalry.

If the mentioned 3 months term expired and no appeals were submitted, the budget will be
considered approved and the liquidators will be discharged.

Article (245)

Deposit of amounts

The amounts that are devolved to the shareholders from the final liquidation budget should
be deposited to one of the banks stating name and surname of shareholder or shares’ serial





numbers if they are for its holder if not collected by those shareholders during 3 months from
date of lodging the budget in the trade register.

Acrticle (246)

Company’s cancellation

The liquidator should request the trade register to cancel the company after approval of the
final budget for liquidation or after 3 months from the lodged date in the competent trade
register.

After company’s cancellation, its creditors who were unable to fulfill all or part of their
entitlements should claim the shareholders with it at a percentage not exceeding the amount
collected in the final budget for liquidation during 5 years from date of cancellation. The
company’s creditors will not be subject to the competence of the shareholders’ personal
debtors within the limit of those amounts.

They may refer to the liquidators if non fulfillment of debts is due to their error.

Acrticle (247)

Lodging company’s books

After completion of liquidation and distribution of assets or depositing the amounts stipulated
in article (245), company’s books should be lodged in the competent trade register and to be
kept in it for 5 years from date of registering company’s cancellation; any person may view it
after payment of the decided fees.

Article (248)
Compulsory liquidation
The court may decide to liquidate compulsorily the company according the request of parties
who have interest in the following cases:
1. If the company committed serious violations of law or its basic system
2. Impossibility to perform its duties or the general assembly could not perform its
tasks continuously.
3. If the company suspended its business for a period exceeding one year without
justification or legal reason
4. If company’s losses exceeded (75%) three-quarters of its total capital unless the
company’s general assembly decided to increase the capital immediately to at least
two-thirds of the subscribed capital.

Eighth: Holding Company

Acrticle (249)

Company’s form

The holding company is a joint stock company which controls financially and
administratively one company or more other companies which become its affiliate through
ownership of at least the absolute majority of the shares of that company or companies
whether joint stock companies or limited liability companies or Tawssiyah by shares
companies. The expression “holding company” should be added to company’s name in all
its papers, announcements and other testimonies that are issued by the company.

Any joint stock company should not own more than 50% in any company of the mentioned
companies in the previous paragraph unless it changes its legal form to a holding company.





The holding company should not own shares in Tadamun companies or in Tawssiyah Bassita
companies.
The affiliated company should not own any shares in a holding company.

Article (250)
Company’s purposes
The purposes of the holding company are as follows:
1. Establishment of affiliated companies or control of other companies’ administrations
or participation in its capital
Investment of its funds in shares, bonds and stock exchange.
establishment and management of funds and investment portfolios
granting loans, guarantees and financing its affiliated companies
Ownership invention patents, trademarks, concessions and other moral rights as well
as its exploitation, hiring to its affiliated companies or others.
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Article (251)
Company’s financial relations
The holding may grant loans, guarantees and may finance its affiliated companies or to
permit its affiliated companies to perform these operations between themselves according the
following conditions:
1. The operation should be justified for its actual practical requirement.
2. The operation should be completed in a usual manner without unusual conditions for
such operations.
3. There is no harm or fatigue on the existing company and the last will receive actual
income from this operation
4. The operation should not be on tax considerations or in consideration of personal
interests of the managers of specific companies.

Article (252)

Company’s capital

The holding company’s capital should be sufficient for fulfillment of its purposes and the
paid amount on establishment should not be less than one million dinars or three-tenth of the
subscribed capital in cash whichever is greater.

Article (253)

Appointment of its representatives in the affiliated companies

The holding company will appoint representatives in its affiliated companies with the
percentage of its contribution in capital.

If the affiliated company is fully owned to the holding company, the holding company’s
board of directors is considered the general assembly of the affiliated company. If the
affiliated company is a holding company, its board of directors is considered the general
assembly of its affiliated companies.

Article (254)

The gathered budget and financial lists

The holding company should prepare at the end of each financial year a gathered budget and
details of profit and loss or cash flow for it and all its affiliated companies; it should be





submitted to the general assembly with the clarifications and related data according the
requirements of the prevailing accountancy measures and principles.

Article (255)

Company’s responsibility

The holding company is not considered liable for debts of the affiliated company but the
holding company will be liable for the debts of the affiliated company in case of its
bankruptcy if the percentage of what it owns is 75% of its capital.

Nine: Public Partnership Company

Acrticle (256)

Identification

Public Partnership Company means: each company that one or more public corporate bodies
owns its capital in full; public companies have the form of the partnership companies and the
legislations of this law are applied on them.

Article (257)

Public company’s establishment

Public companies are established according GPC decision including the basic system in
accordance with an economic feasibility study from the competent authority in consideration
of the legislations organizing the partnership companies.

Acrticle (258)

Company’s general assembly

The company’s general assembly is formed from the shareholders and the corporate body
who subscribes in the company will specify a representative on his behalf.

If the company is fully owned to one public corporate body, this person will form the
company’s general assembly from an odd number of persons who are qualified and
experienced in company’s activity; and should not be less than 7 persons including the
president of the assembly.

Article (259)

Responsibility of assembly’s members

General assembly’s members should practice their specializations with the necessary care
and seriousness to achieve company’s purpose and they are responsible towards errors and
negligence in taking decisions.

Article (260)

Other company’s authorities

Public company’s authorities are formed according what is organized in this law and the
public companies are not subject to the system of financial controllers stipulated in the state’s
financial system law.





Part Three
Companies with a dual nature
Firstly: Tawssiyah by Shares Company

Article (261)

Identification

Tawssiyah by Shares Company (TSC) is a company which is formed from two categories of
partners, one category is the working partners and the other is the category of the limited
partners.

The working partners in TSC are responsible by solidarity unlimited responsibility towards
company’s commitments whereas the limited partners will be liable within their subscribed
share in capital.

Company’s capital will be divided in shares equal in value and subscription will be with
shares.

Acrticle (262)

Company’s name

TSC will work under a commercial name in addition to the name of one of the working
partners and to mention the legal relation between the partners and the company may work
under an invented name; in the two cases the expression “TSC” should be added.

The name of the limited partner should not be mentioned with company’s name; if it is
mentioned with his knowledge, he will be responsible towards its commitments by solidarity
in respect of the others.

Article (263)

Applicable rules

The rules stipulated concerning partnership companies will be applied on TSC without
contradicting the following legislations.

Legislations of article (81) will be applied on the relations between the working partners and
others until the company is registered in the trade register.

Acrticle (264)

Establishment contract

The establishment contract should include the names of working partners who will be
considered legally as company’s managers and the same duties decided for the board of
directors of a partnership company will be on them.

Article (265)

Dismissal of managers

Dismissal of managers will be by decision to be issued with the required majority of the
abnormal general assemblies of partnership companies; if dismissal is without justification,
the dismissed manager should claim compensation.

Article (266)

Substitution of managers

The general assembly will appoint a manager instead of the manager whose post is vacant for
any reason with the decided majority in the previous article.





If there are multiple managers, the remaining managers should agree on the appointment and
the new manager will acquire the rank of working partner once he accepted the appointment.

Acrticle (267)

The impact on the managers’ vacancies

If the posts of all managers are vacant and not managers were appointed instead of them, the
control authority will appoint a manager temporarily and immediately to perform the urgent
business of the administration for a period not exceeding 6 months.

The temporary manager will not acquire the power of the character of the working partner.
The control authority should invite the abnormal general assembly for meeting during one
month from date of appointing the temporary manager to decide company’s destiny.

Article (268)

Control authority and claim for responsibility

Working partners’ shares will not authorized voting right on decisions of the general
assembly concerning appointment or dismissal of members of the control authority or raising
claim for responsibility against them

Article (269)

Establishment contract’s amendment

The general assembly should agree on any amendments in the establishment contract and the
decisions are considered correct when issued with the majority in respect of the correctness
of the decisions of the abnormal general assembly of the partnership company.

In addition to that, the agreement of all working partners should be obtained.

Article (270)

Working partners’ responsibility

The legislation decided concerning partners’ responsibility in Tadamun company organize
the responsibility of working partners towards the others in TSC.

The working partner that his character as manager is expired should not be asked on
commitments arising from company’s administration after registering the expiry of his post
in the trade register.

Secondly: Limited Liability Company
General legislations

Article (271)

Identification

Limited Liability Company (LLC): is the company in which the number of partners should
not exceed 25 partners and should not be less than two partners. Each partner will be asked
within his portion in capital and partners’ portions will not be represented in shares.





Article (272)

Company’s name

LLC should have a commercial name and the expression “LLC” should be added to the
company’s name. If the managers neglected this legislation, they will liable for
compensating the harms arising from that.

Article (273)

Restriction on the company

LLC purposes should not be performance of business of banks or insurance; and the
concerned secretary may issue decision to restrict some other activities on these companies.

Acrticle (274)

Banning public subscription

The company should not resort to public subscription to form its capital or increase it and
should not issue loan bonds.

Article (275)

Company’s capital

Company’s capital should not be less 3000 dinars, to be divided into equal shares and the
nominal value should not be less than ten dinars.

Capital to be paid in full on establishment; if the capital amounted the minimum stipulated in
the fourth paragraph of article (101) or exceeded that, the rules followed in partnership
companies will be applied.

Article (276)
Establishment contract
The company should be established with official contract that contains the following:
1. Name and surname of each partner, father’s name, home, nationality, date of birth
and number of identity card.
2. Company’s name and head quarter
3. Company’s purpose
4.  Amount of capital, share of each partner, statement of shares in kind, value and
names if any; and for its estimation, the legislation of partnership companies will be
applied.
5. Conditions for shares’ assignment
6. The decided rules for distribution of profits and losses.
7. Number of managers and their powers and to mention who will have the right to
represent the company
8.  Control authority’s members if they should be appointed
9. Company’s period

Acrticle (277)

Distribution of shares

LLC will not be established unless all shares are distributed.

If the partner submitted share in kind, the rules followed in partnership companies
concerning evaluation of shares will be applied.





Article (278)

Shares’ ownership transfer

The shares will be subject to sale unless the establishment contract stipulates otherwise and
the person who does not intend to sell his share to partner should inform the managers with
the offer that he received.

Article (279)

The form of shares’ assignment

The partner may assign to one of the partners or others with official written document
according company’s contract and will not complain on this waiver in facing the company or
others except from date of registration in the trade register and commercial register. The
company should not refrain from registering the assignment in the register unless it
contradicts what is stipulated in the company’s contract.

Article (280)

Partners’ notification

If one of the partners intends to assign his shares to a person who is not a partner with or
without compensation, he should notify the remaining partners through company’s manager
with assignment conditions and the manager should notify the partners once he received the
notification. Each partner may request refund of share with the value that will be agreed
upon; in case of dispute regarding the value, an expert who is appointed by the competent
court of first instance will estimate this value on the date of refund. If 30 days from date of
notification is elapsed without any partner uses the right of refund, the partner will be free to
dispose of his share.

Article (281)

Multiple claimants for refund

If more than one partner uses the refund right, the sold shares will be divided among them
with the percentage of the share of each of them in capital.

Article (282)

Transfer by inheritance

The share of each partner will be transferred to his inheritance and the recommended will
take the ruling for the heir.

Acrticle (283)

Proceeding on shares

If the creditor of one of the partners resumed proceeding procedures on the share of his
debtor, he may agree with the debtor and company on the method for sale and conditions:
otherwise the share should be offered in public auction and the company may refund the sold
share in favor of one partner or more with the same conditions that the auction awarded
during 15 days from date of auction’s award. These legislations will be applied in case of
partner’s bankruptcy.





A — Company’s authorities
1 — General Assembly

Acrticle (284)

General assembly’s invitation for meeting

LLC will have a general assembly which is formed from all partners.

The managers should invite the general assembly for meeting by registered letters with
acknowledgement of receipt to be sent to partners at their homes as stated in the company’s
record prior at least 8 days from date of meeting without prejudice to the texts of the
establishment contract.

Date, place, specified time for meeting and agenda should be mentioned in the letter

At least one meeting in the year should be held by the general assembly during the three
months following the financial year of the company. It may be invited at any time at the
request of the managers or control authority or a number of partners representing one-quarter
of capital.

Article (285)

Assembly’s decisions

The ordinary general assembly issues decisions with the majority of company’s capital unless
the establishment contract stipulates otherwise; and decisions of the abnormal general
assembly will be issued with the majority of the number of partners who represent at least
two-thirds of company’s capital.

2 — Company’s administration

Acrticle (286)

Appointment of managers

Company’s administration will be managed by one partner or more or from others who will
be appointed by the general assembly as stipulated in company’s contract or basic system.

Article (287)

Complaints from decisions of managers or control authority

The legislations stipulated in the partnership companies will be applied on complaints from
the acts of managers or control authority.

Acrticle (288)
Control authority’s appointment
1. The partners should appoint the control authority if company’s capital exceeded on
hundred thousand dinars
2. The legislations organizing the partnership companies will be applied in respect of
the control authority

3 — Company’s accountancy system

Article (289)

Company’s books

In addition to the books and accountancy form that are imposed by law on traders, the
company should keep the following books:





1. Partners’ register — to record partners’ names, value of shares and any changes
concerning them

2. Register for minutes and decisions of the general assembly — to evidence in it the
written minutes with official contract

3. Register for meetings and decisions of managers

4. Register for meeting and decisions of the control authority, if any

The managers should keep the first three registers and the control authority should keep the
fourth register; and the partners have the right to view the two registers in items (1, 2) and
obtain summaries from them at their own expenses.

Acrticle (290)

Budget

The budget should be prepared according the legislations of the partnership companies.

The managers should lodge at company’s head quarter copy of the budget with profit and
loss account and their report within 15 days from the assembly’s meeting.

If there is a control authority, the legislations of article (230) will be applied.

Article (291)

Amendments in establishment contract and company’s dissolution

The rules stipulated in partnership companies will be applied concerning amendments in
establishment contract, increase and decrease of capital, company’s dissolution and
liquidation and other issues for which there is no special legislation.

Part Four
Firstly: Company’s transfer

Article (292)

Transfer between Tadamun Company and Tawssiyah Bassita Company (TBC)

Tadamun Company may be transferred to TBC.

TBC may be transferred also to Tadamun Company and in both cases agreement of all
partners should be obtained.

Acrticle (293)

Transfer to other companies

Tadamun Company or TBC will be transferred to LLC or TSC or Partnership Company with
the agreement of all partners and the partners will not be exempted from in this case from
guaranteeing company’s commitments before publication of decisions for alteration in the
trade register unless creditors accept this alteration.

Written statement that creditors do not object on the decision for company’s transfer during
30 days from date of their notification with registered letter to the address in the company is
considered an acceptance.





Article (294)

Transfer to Partnership Company

LLC and TSC which its capital is full paid will be transferred to Partnership Company
according the legislations stipulated in this law in accordance with decision of the abnormal
general assembly.

Article (295)

In case the company is transferred to Partnership Company or TSC, each partner shall have a
number of shares to be equal in value of his share according the last approved budget.

The partner who objects on the decision for transfer may request withdrawal from the
company.

Acrticle (296)

Evaluation of assets

The assets and its contents should be re evaluated by a committee of experts including a legal
accountant to be formed by the competent court of first instance according company’s
request before registering the decision of company’s transfer.

Article (297)

Necessity of fulfillment of necessary conditions

Company’s transfer should be after fulfillment of the necessary conditions of the legal form
and completion of procedures for registration and declaration decided in accordance with this
law.

Article (298)

Continuation of the moral characteristic

Company’s transfer to another type of companies will not be consequent to emergence of
new corporate body and the company’s corporate characteristic will remain. It shall reserve
all its rights and it will be liable towards its commitments prior the transfer.

Secondly: companies’ amalgamation

Article (299)

Types of amalgamation

Without prejudice to competency legislations included in this law and other prevailing
regulations, two or more companies may be amalgamated in accordance with amalgamation
contract for establishment of new company to replace the amalgamated companies or to
amalgamate a company or more in an existing company.

Acrticle (300)

Amalgamation contract

The amalgamation contract specifies the new company’s capital and the number of partners’
shares in each company of the companies which are amalgamated to be equivalent to the
valued of what is devolved to the new company from funds of that company.

The shares will be distributed between the mentioned partners with the percentage of their
participations and shares in the amalgamated company.





Article (301)
Amalgamation procedures
Amalgamation will be completed by following the following procedures:
1. Issuance of amalgamation decision from the abnormal general assembly of each
company from the amalgamated and amalgamating companies
2. Evaluation of assets and liabilities of each company of the amalgamated companies
according the report of committee of experts including a legal accountant to be
appointed by the competent court of first instance in order to specify the net rights of
shareholders or partners
3. Amalgamation contract to be signed by the authorized officials on behalf of the
amalgamated and amalgamating companies.

Article (302)

Informing the creditors

The legal representatives of the companies concerned with amalgamation should inform the
creditors of the amalgamated and amalgamating companies about the amalgamation decision
during 10 days from date of registering the amalgamation in the trade register as well as its
publication and announcement in two national daily newspapers.

The decision will not be considered valid unless 90 days elapse from date of registration in
the competent trade register without objection from any creditor or by issuance of final
verdict from the competent court refusing the objection raised during that period.

The amalgamated company’s corporate characteristic will end with the execution of the
referred to decision. The established company from amalgamation or the amalgamating
company will replace the amalgamated companies in all rights and commitments.

Acrticle (303)

Increasing capital

The amalgamating company’s capital will be increased with the equivalent of net rights of
shareholders or partners in the amalgamated company or companies according the result of
evaluation.

The increase in capital will be divided in new shares to be distributed among the partners and
shareholders in the amalgamated company or companies with the percentage of their
participations or their shares.

Article (304)

Appeal in amalgamation decision

Appeal in amalgamation will not suspend continuation of work until a final verdict for
invalidity will be issued from the court. When the court considers the claim for invalidity, it
will consider a period for correcting the reason of the claim for invalidity; and will refuse the
proceedings for invalidity if the concerned authority will correct the situation before
pronouncing the verdict.

Article (305)

Responsibility of the amalgamated companies’ authorities

The chairman, members of the board of directors, general manager, president and members
of the control authority, company’s legal accountants or amalgamated companies are
considered personally responsible towards the others for any claims or commitments on their





companies and was not registered or announced before signing the amalgamation contract
unless it was proved that they were not aware of it.

The company arising from amalgamation or the amalgamating company will bear the
commitments which were hidden from the officials or the employees of those companies and
which result on the amalgamated companies; with its right to refer to them.

Article (306)

Registration of amalgamation decision

Amalgamation decision, establishment contract and new basic system or any amendments
will be registered in the competent trade register and will be published according the decided
procedures in this law.

Registration of the companies which its corporate characteristic is expired will be cancelled
according the decided procedures of this law.

Thirdly: Splitting companies

Article (307)

Identification

Partnership companies, TSC and LLC may split its financial disclosure to other existing
companies or newly established. Splitting may be arranged by the concerned secretary’s
decision according the recommendation of the competency council.

The companies mentioned in the previous paragraph will be split according competency
legislations stated in this law.

Splitting can be totally and will include all company’s financial disclosure on condition that
company’s capital was fully paid; and splitting can be also partial.

The company will be dissolved without its liquidation when splitting is totally and it is
necessary the its legal representative will cancel its registration in the competent trade
register.

Acrticle (308)
Decision for splitting
The abnormal general assembly will issue decision for splitting and it should include the
following data:
1. The target for splitting
2. Commercial name, head quarter, legal form of the companies arising from splitting
3. Managers’ names or members of board of directors of the companies arising from
splitting
4. Value of assets and liabilities of the companies arising from splitting
5. Value of shares concerning the company if the splitting is partial and value of shares
concerning the partners if splitting is totally.
6. To specify the percentage of shares’ distribution and justification for its choice
7. List of distribution of human resources between the companies arising from splitting

Splitting decision should be registered in the competent trade register during 10 days from
date of decision.





Article (309)

Evaluation of elements and form of companies

The elements of assets and liabilities which are devolved to companies arising from
amalgamation should be evaluated according the report of a committee of experts to be
appointed by the competent court of first instance.

The companies arising from splitting should take any form of the legal forms of companies;
and it is necessary to consider the legally decided conditions and procedures of the form to be
selected.

Article (310)
Objection on splitting
Shareholder or partners who objected the splitting decision may withdraw from the company.

Fourthly: Companies’ grouping

Article (312)

Identification

Without prejudice to competency legislations state in this law, companies’ grouping is
allowed for the purpose of achieving specific business or activity

Article (313)

Moral Characteristic

Companies’ grouping will not enjoy the legal characteristic and each company in this
grouping or consortium will still keep its legal characteristic

Article (314)

Contract of grouping

The contract of formation of the grouping organizes the means for cooperation and
management, distribution of tasks and to specify the responsibilities of the group companies.

Article (315)

Relation with others

The legislations organizing the joint stock companies will be applied on the relation between
the group companies and others.

Chapter Three: Civil Companies
Part One: Tsharokiat

Article (316)

Identification

Tsharokia: is a civil company in which the national individuals subscribe with effort or effort
and money, on full time themselves without employing others for practicing agricultural,
professional and craft activities.

The number of subscribers should not be less than three. One of them or some of them
should not have the character of the manager. Its capital should commensurate its activity.





Article (317)
Establishment conditions
The conditions of establishing the Tsharokia are as follows:
1. The partners should be Libyans
2. All partners should be fully eligible
3. Each partner should be medically fit to practice the activity which the Tsharokia
resumes.
4. to consider unity and specialization in specifying the Tsharokia’s purpose
5. Partners should have the necessary scientific qualification if the profession or craft
require.

Article (318)
Establishment contract
The establishment contract and basic system of the Tsharokia should specify the following
issues:
1. Method of partners’ meeting and legal quorum for taking decisions
2. Method of organizing minutes of meeting and the accountancy books of the
Tsharokia
3. Partners’ shares, types of subscription and each partner’s share in profits and losses
4. Appointment of company’s legal representative

Article (319)

No assistance from others

Each partner should have an active role in the activity of the Tsharokia and others should not
assist in performing the work of the Tsharokia

Article (320)

Partner’s responsibility

The partner in the Tsharokia has unlimited liability towards its debts within the limit of his
share in the debts

Article (321)

Accounts external auditor

The partners in the Tsharokia should appoint an accounts external auditor in the cases that
require that in accordance with the legislations of article (181) of this law

Article (322)

Applicable rules

The legislations organizing Tadamun Companies will be applied on the Tsharokia unless
there is no special legislation in this chapter.

If the Tsharokia do not comply with the legislations of this chapter, the partners should
dissolve it or change its legal form to a commercial company.





Second branch: Real estate Company

Article (323)

Identification

Real estate Company (REC): is a civil company specialized in construction and sale of
different buildings.

Public real estate companies may construct different buildings as well as to sell, hire and rent
it.

The necessary control for the license to practice this activity will be specified by GPC
decision.

Acrticle (324)

Payment of capital

Half of the capital of REC should be paid as minimum limit on establishment.

The basic system will specify the date or dates for payment of the remaining capital during 5
years from date of registering the company in the trade register.

Article (325)

Shares

Company’s capital should be divided into equal shares in its nominal value. The basic
system will specify the method and conditions of shares’ circulation or assignment.

Article (326)
Partner’s responsibility
The partner in REC has unlimited responsibility towards company’s debts

Article (327)

Company’s administration

The partners will appoint a manager to manage the company and the manager will be the
company’s legal representative in facing the others and before the court.

Acrticle (328)

Manager’s powers

The manager will take all the necessary decisions to achieve company’s purposes and any
restriction set by the partners in this respect will not be valid in facing the others unless
registered in the trade register or it is proved that the others are aware of it.

Article (329)
General assembly
The partners will form a general assembly which is the power in the company and it will
practice its specializations stipulated in the basic system; and it will particularly perform the
following:
1. To set the basic system and to enter any amendments
2. To choose the manager and to specify his rewards as well as exemption and isolation
3. To choose accounts external auditor, to specify his fees as well as exemption and
isolation according the legislations of article (18) of this law.





4. To approve the budget and to take decisions concerning profits’ distribution and
disclaimer of manager or liquidator

The basic system will specify the procedures concerning invitation of general assembly for
meeting and method of taking decisions.

Article (330)

Applicable legislations

The legislation of Tadamun companies will be applied on REC unless there is no special
legislation.

Third branch
Cooperative companies
Firstly: general legislations

Article (331)

Company’s establishment

The corporations which its purpose is exchanged cooperation as a type of the types of
Cooperative companies whether it liability is limited or unlimited will be according the
following legislations.

Article (332)

Cooperative unlimited liability companies (CULC)

CULC will be asked about its commitments within the limit of its constituents; and in case of
declaring bankruptcy of CULC, the partners’ responsibility will be unlimited subordinate
responsibility.

Article (333)

Cooperative limited liability companies (CLC)

The subscription shares in CLC should be on the basis of shares and the company will be
asked about its commitments within the range of its constituents.

The establishment contract should stipulate that in case of company’s bankruptcy, each
partner will become subordinately responsible by solidarity for double of his share amount.

Article (334)
Company’s name
The company’s name whatever is selected should state whether it is CULC or CLC.

Article (335)

Applicable rules

The decided rules applied in partnership companies concerning shares, additional advances,
assemblies, managers, controllers, company’s books, budget and liquidation without
contradicting the following legislations and legislations of special laws will be applied on
Cooperative Companies in all cases.





Article (336)

Cooperative companies subjected to special laws

The following texts according the extent appropriate with the laws will be applied on
cooperative companies which are subject to special laws.

Secondly: establishment

Article (337)

Establishment contract

The establishment contract should be in official paper that includes the following data:

Name and surname of each partner, father’s name, place of residence and nationality

Company’s name, head quarter and branches, if any

Company’s purpose

Company’s statement in respect of liability and if it is limited liability, details of

shares and details if there is subordinate responsibility of the partners according the

case

5. Each partner’s subscription and amount paid in capital or value of nominal shares if
the capital is divided into shares

6. Value of rights of partners and value of advances in kind

7. Condition for accepting members in the company and method of presenting capital

and time

Conditions for withdrawal of partner from the company and his dismissal

9. Rules for distribution of profits and the highest percentage for distribution and what
is devolved from the remaining profits

10. Method of inviting the general assembly if it was decided to refrain from the method
which is decided by law

11. Number of managers, extent of their powers and to state who will represent the
company

12. Number of control authority’s members

13. Company’s period
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The special system for conducting company’s business will be considered complementary to
the establishment contract and will be annexed to it even if it was a separate contract.

Article (338)

Partners’ alteration and amendment of capital

Alteration of the number of partners or their persons will not,,,, entry of any unspecified
change in the establishment contract and company’s capital even if the company’s liability is
limited.

The managers should lodge every 3 months to the trade register a list stating alteration of
partners who are responsible with unlimited liability or partners who are committed with
responsibility at the extent of double their shares for registration in the register.





Thirdly: Quotas and Shares

Article (339)

Company’s purchase of quotas and shares

The establishment contract should stipulate managers’ authorization right for purchase of
company’s shares and quotas or refund of its value to its owners. Purchase or refund of value
should be from the available amounts should be from the fixed net profits in the budget.

Article (340)

Transfer of quotas and shares

Transfer of quotas or shares will not be valid in company’s right unless approved by the
managers.

Without prejudice to partner’s right in withdrawal from the company, the establishment
contract may prohibit transfer of quotas and shares a valid transfer in company’s right.

Article (341)

Nonpayment of quotas and shares’ value

If the partner did not pay in full the due amount or part of quotas and shares’ value or the
subscribed shares after warning, he may be dismissed from the company.

Article (342)

Acceptance of new partners

New partners will be accepted by managers’ decision upon request of the concerned.

The new partner should pay an amount specified by the managers for each financial year in
addition to the value of quota or share taking into consideration the fixed alternate balances
in the last approved budget.

Acrticle (343)

Partner’s withdrawal

In the cases in which the law or establishment contract allows withdrawal of partner, the
partner who desires withdrawal should inform the company with registered letter and the
managers should remark this in partners’ register.

The withdrawal is considered valid from date of expiry of the current financial year if the
application is submitted before 3 months from expiry of the financial year.

Acrticle (344)

Partner’s dismissal

In addition to dismissal of partner for not paying the value of quotas or shares or for other
reasons mentioned in the establishment contract, the partner will be dismissed if he abandons
his commitments or due to loss of legal eligibility or is arrested or a conviction is issued
which prevent him from civil rights or if he declared his bankruptcy.

If dismissal did not occur by law conviction, it will be by partners’ assembly or the managers
if the establishment contract authorizes them. The dismissed partner should be notified with
this decision.

The dismissed partner will object for his dismissal before the court of first instance within 30
days from date of receiving the decision.

The court may suspend execution of this decision.





The dismissal decision will be valid from date of registration in partners’ register.

Article (345)

Partner’s death

In case of partner’s death, his heirs have the right to claim liquidation of his quota or refund
of shares’ value according the legislations of the following article unless it is stipulated that
the company will continue with the heirs themselves.

Acrticle (346)

Liquidation of quota and refund of shares’ value

In case of withdrawal of a partner from the company or his dismissal or death, the quota will
be liquidated or the value of the shares will be refunded on the basis of the financial year’s
budget in which the relation between the partner and company has expired. Payment should
be during 6 months following the date of approval of that budget.

Acrticle (347)

The quitting partner and heir’s responsibility

The partner whose relation with the company has expired will still be responsible for
payment of the remaining amount from capital for a period of two years from date of his
withdrawal or dismissal from the company or from date of transfer of his quota or shares.
The mentioned partner will still be responsible for the same period towards others within the
limit of the affiliated responsibility stipulated in the establishment contract for company’s
commitments until the day of waiver of partner’s character from him.

Partner’s heirs will be still responsible with the same method and same period towards the
company and others.

Article (348)

Partner’s special creditor

The quota or share of the debtor partner is enforceable by his special creditor if the company
still exists; in case of extension of company’s period, the special creditor may object on this
extension.

Fourth: Company’s authorities
A — General assembly

Acrticle (349)

Voting right in the general assembly

The partners who registered their names in the partners’ register for a period not less than 3
months prior date of the assembly’s meeting will enjoy the voting right in the assembly.

Each partner has one vote whatever is the value of his quota or number of his shares and if
there is a corporate body among the partners, the establishment contract may authorize more
than one vote and not exceeding five votes in consideration of the value of its quota or shares
or number of its members.

The required majority of the legal quorum for forming the assembly and for validity of its
decisions will be accounted on the basis of the authorized votes to the partners.

The establishment contract may specify the required majority unlike the established majority
in respect of partnership companies.





Vote may be given by correspondence if it is stipulated in the establishment contract and in
this case the announcement for invitation of the general assembly’s meeting should include
the issues to be considered in details.

Article (350)

Attendance in the assembly

Partner should assign another on his behalf except among the partners or in cases permitted
in the establishment contract and one partner should not attend on behalf of more than 5
partners.

B — Board of directors and control authority

Article (351)

Managers and controllers

Managers should be partners or agents of participating corporate bodies and they should
submit a guarantee at the extent and methods stipulated in the establishment contract unless
the contract exempts them from that.

The establishment contract may stipulate selection of manager or controller from the deputed
to different categories of partners in respect of the interest of each category in company’s
activity.

The text in the establishment contract may authorize the state or public corporation to appoint
one or more control manager.

Anyhow, partners’” assembly should appoint the majority of managers and controllers.

Article (352)

Distribution of profits

One-fifth of the annual net profits should be assigned for the legal reserve whatever is its
amount.

The available part of profits after deducting the legal reserve or what is stated in the
establishment contract and which is not distributed among the partners, should be assigned to
achieve the purposes of joint interest.

Fifth: Alteration of establishment contract and company’s expiry

Article (353)

Alteration of establishment contract

The legislations concerning the similar decisions decided for partnership companies will be
applied on the decisions for establishment contract’s alteration.

Acrticle (354)

Company’s dissolution

The cooperative company will be dissolved for the reasons for which the partnership
companies are dissolved and it will also be dissolved by depreciation of capital.





Article (355)

Payment disability

If it is revealed that company’s assets even if it was in the stage of liquidation are not
sufficient to fulfill its debts, the concerned authority for controlling the company may request
to put the company under legal receivership.

Article (356)

Partners’ responsibility and affiliation

In case of declaring bankruptcy of a cooperative company in which there are responsible
partners who have subordinated limited or unlimited liability, will be asked about company’s
debts at the percentage of losses according the list of distribution which is set by bankruptcy
official; and the amount required from partners who ar unable to pay will be distributed with
the same percentage.

After closure of bankruptcy, the creditors will still be reserving their rights to fulfill their
debts before each partner within the limit of the subordinated liability unless the bankruptcy
expires by signing the reconciliation with the company.

Sixth: Controlling

Article (357)

Control of cooperative companies

The cooperative companies are subject to permits, control and other supervisory means
which are decided by special laws.

Article (358)

Company’s administration by competent authority’s manager

In case the cooperative company is not operated legally, the competent administrative
authority should exempt the managers and controllers from their tasks and will assign the
company’s management to a manager. It should specify his powers and period of deputation.
The manager may authorize the competent authorities in the general assembly within the
limit of specific work, but his decisions in this respect will not be valid without the approval
of the competent administrative authority.

Acrticle (359)

Assembly’s dissolution by order of the competent administrative authority

If the competent administrative authority realized that the cooperative company is not
capable to achieve its purposes for which it was established or it did not lodge its periodical
budget for two consecutive years or it did not perform any work of its activity, it should
dissolve the company according an issued decision and it will order its registration in the
trade register as well as its publication according the means which are legally followed.

If there is need for liquidation, the administrative authority in its decision will appoint a
manager or more to liquidate the company.





Seventh: Cooperative companies for managing utilities and corporations of public interest

Article (360)

Identification

Cooperative companies for managing: are companies which do not basically seek profit; it
will manage utilities and corporations of public interest.

Article (361)

Partners’ responsibility

Partners’ responsibility in the company is unlimited liability and the company should assure
performance of its responsibilities towards the others.

Article (362)

Applicable legislations

The rules established in respect of the cooperative companies to the extent that does not
contradict the following legislations and the legislations of special laws will be applied on
this type of companies unless a special text is stated.

Article (363)

Company’s purposes

The company should follow the public policy which is set bt the competent sector of utilities
and should not practice any activity unlike the purpose for which it was established.

Acrticle (364)

Company’s name

It should be stated in company’s name, whatever it was chosen, its description with
cooperative company for management, with unlimited liability; and the name should include
a reference to the type of utility that it will manage.

Article (365)

Establishment contract
The establishment contract should be official and it should include the following data:
1. Name and surname of each partner, father’s name, home, place of residence,
nationality, date of birth and identity card number
Company’s name, head quarter and branches, if any
Company’s purpose
Amount of capital, method of its presentation and amount paid in capital.
Conditions for accepting new members in the company.
Conditions for withdrawal of partner from the company and his dismissal
Rules for distribution of profits.
Method of inviting the general assembly.
Number of managers, extent of their powers and to state who will represent the
company
10. Number of control authority’s members
11. Company’s period
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Article (366)

Registration in the trade register

The company will acquire the corporate body once it is registered in the competent trade
register and it should not practice its activity without obtaining permission from the
concerned sector.

Article (367)

Capital

Company’s capital will be divided in a number of equal quotas of nominal value and the
quotas will be distributed equally among the partners.

Company’s quotas should be in cash and the nominal value of each quota should not be less
than 10 dinars.

At least half of the quota’s value should be paid on establishment and the remaining will be
paid during two years from date of company’s registration in the trade register.

Acrticle (368)

Inheritance rights

In case of partner’s death, his heirs have right to claim liquidation of his quota or refund of
quota’s value to them according legislations of article (345) and what is after it in this law;
and they may continue participation if one of the heirs is specialized in the field of
company’s business.

Article (369)

Companies’ authorities

The legislations stipulated for partnership companies will be applied in respect of the general
assembly, board of directors and control authority. Members of company’s board of
directors should not be less than 5 members and general assembly’s decision will approve
formation of board of directors and control authority from the concerned sector.

Article (370)

Appointment of controller

The company will have one experienced and specialized controller or more from the
concerned sector.

The controller should attend the board of directors’ meetings without the right of selection.
The controller should submit quarterly report on performance of the activity of the company
and its branches, if any, to the concerned sector.

The concerned sector should be informed immediately of any violations or negligence in
company’s work.

Article (371)

Appointment of accounts external auditor

The company should appoint an accounts external auditor and he should submit his report to
the company’s general assembly and to send copy of the report to the concerned sector.





Article (372)
Distribution of profits
Company’s annual net profits should be distributed as follows:
1. 30% of the legal reserve whatever is its amount
2. distribution of maximum 20% of profits among the partners
3. other reserves will be assigned for development of the public utility which the
company manages

Article (373)

Dissolution and alterations in the company

The company should not be dissolved or amalgamated or substitution of its activity or
suspension from practicing its activity or rendering services without the approval of the
concerned sector.

Article (374)

Forms of contracts and basic systems

The concerned secretary will issue decision approving the forms of company’s contracts and
basic systems after consulting the concerned sector.

Chapter Four
Foreigners’ contribution, branches and representation offices

Foreign companies in Libya

Article (375)

Contribution in Libyan companies, branches and representation offices of foreign companies
Ordinary foreigners or corporate foreign bodies may contribute in companies according
legislations of this law. The concerned secretary will issue decision specifying percentages
of contribution and banned fields for foreigners. The foreign companies may open branches
or representation offices in Libya according permission from the concerned secretary. The
permitted fields for opening branches and representation offices as well as permission’s
period and renewal conditions will be specified by the concerned secretary’s decision.

A fine which is not less than 5,000.- dinars and not more than 25,000.- dinars will be
imposed if a branch or office continued practicing its activity after expiry of the permit’s
period or violation of one of the conditions of the issued permit’s decision without prejudice
of claiming compensations if necessary.

Acrticle (376)

Budget

The branch or representation office should have an independent budget that states its
financial situation and the budget should be audited by an accounts external auditor and to be
lodged in the trade register during 10 days from date of its completion.





Article (377)

Powers of representation offices

Representation office will sponsor company’s interests, study the market, gather data and
facilitate procedures to practice its activity without having a power to sign contracts in its
name.

Article (378)
Powers of branch manager
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Chapter Five
Investment Funds

Article (379)

Identification

An investment fund that has a corporate body is established according the legislations of this
law for investing funds. It will acquire the legal characteristic as from its registration in the
trade register.

The founders may be from banks or insurance companies and may be also from specialized
financial companies.

Establishment of financial funds will be after obtaining prior approval from the public
control and supervision authority of markets and financial tools other than banks as stipulated
in article (394).

The fund will be registered after fulfillment of establishment conditions in special register for
funds in the trade register; and the founder may establish more than one fund.

Article (380)
Targets

Investment funds aim to invest its funds in stock exchange and it should not practice any
banking activity and particularly lending others or guaranteeing or speculating in currencies
or valuable minerals and these funds should not deal in other moveable financial values or
other investment fields without special permission from the public

control and supervision authority on markets and financial tools other than banking within
the limit of the decided percentage of investment; on condition that the fund should submit a
study including a statement with the fields of the moveable values and other fields to be
invested as well as justification and expected results of investment.

Article (381)

Capital

Fund’s capital will be divided in equal cash investment quotas in its nominal values and
owners’ liability of these quotas will be limited with value of their quotas in capital; and
owners of these quotas should not participate in the investment activities of fund’s money.
Each quota in the quotas of fund’s capital will have nominal value in the Libyan dinar or in
any other currency and in all cases the quotas’ nominal value will be settled one time and
establishment quotas will not be refundable until expiry of the fund’s period.





Article (382)

Issuance of investment testimonies

The fund should issue investment testimonies equivalent to ten times of the paid in capital
and investment testimonies should not be issued for quotas in kind or moral whatever is its
type. The fund will specify the nominal value of the investment testimony at time of
issuance and the investment testimony should not be issued unless its value is fully settled in
cash.

Article (383)

Testimonies holders’ rights

The holders of testimonies have equal rights in the distribution of profit and loss arising from
fund’s investment at the percentage of testimonies owned or according to what is stated in
the basic system.

The basic system will also state the right of testimonies’ holders for participation in selection
of fund’s administration.

Article (384)
Subscription in testimonies
Subscription in testimonies issued by the fund will be inprivate or public subscription. The
text of subscription in investment testimonies which are offered for subscription by
investment funds should include the following:

1. Fund’s name

2. The target of the fund

3. Date and number of the issued permission for fund’s establishment

4. Fund’s period

5. Testimony’s period and nominal value

6. Number of investment testimonies

7. Name of the specified authority to receive subscriptions’ applications

8. Minimum and maximum limit for subscription in investment testimonies
9. Specified period for receiving subscription

10. Names of fund’s members of the board of directors

11. Names of accounts’ controllers

12. Name of investment manager and sufficient summary of his previous work
13. Investment policies

14. Method of distribution of annual profits and means of treating capital profits





15. To state if it is possible to refund the testimony before expiry, its period, procedures
and method of reselling it

16. Method of periodical disclosure of information

17. Investment manager’s wages

18. Any financial burdens that investors bear

19. Method of periodical evaluation of fund’s assets

20. Any other data required by fund’s board of directors

Article (385)

Partial subscription in testimonies

If the specified period for subscription expires without subscription in all investment
testimonies that were offered, the fund will amend the value of funds to be invested by
sufficiency of what is subscribed on condition that it will not be less than 50% of total of the
issued testimonies; and in this case, all fund’s documents should be changed in accordance
with the value of the subscribed testimonies.

Permission of fund’s establishment will be invalid if not amended according the previous
paragraph or the number of the subscribed testimonies is less than 50% and the authority
which received amounts from the subscribers should refund these amounts in full
immediately when claimed with the issuance expenses.

Avrticle (386)

Increase in subscription

If subscription applications in testimonies is more than the number of the offered investment
testimonies, these testimonies should be distributed among the subscribers at the percentage
of what is subscribed and the arising fractions of assignment operations will be disposed in
favor of the small subscribers.

In this case the subscriber will submit the subscription certificate to the authority that through
which the subscription is concluded to prove the number of testimonies that were assigned
for him and amount of what he paid and the remaining will be refunded from what he paid at
time of subscription.

Article (387)

Board of directors

The fund’s basic system will specify method of appointment of the board of directors and
investment manager as well as means for participation of investment testimonies’ holders in
selecting the members; and the board of directors will be formed during 3 months from date
of completing the subscription in investment testimonies, without exceeding one year from
date of fund’s establishment. The fund will be managed during this period by a temporary
board of directors and the method of selection of the board will be specified by the basic
system.





Article (388)

Investment manager

Members of the board of directors and general managers should not be subjected to
disciplinary decision for dismissal from service or any of them is convicted in a criminal
penalty or in a misdemeanor involving honor or honesty or any other penalty in one of the
crimes stipulated in companies’ laws or trade or stock market or concoction for declaring
bankruptcy.

In addition to the conditions stated in the previous paragraph, the investment manager should
form a company to be licensed to practice the activity of investment funds’ administration or
specialized foreign authority. The company’s administrators should have the necessary
experience and efficiency to manage investment funds’ activity. Insurance will be arranged
as per decision of the board of directors specifying its value, rules and procedures organizing
deductable amounts, its completion and method of recovery.

Article (389)
Fund's administration contract should include particularly the following data:

1. Rights and obligation of contract's parties

2. Administration reward of the investment manager

3. To specify the member who represent the fund in the board of directors and general
assemblies of the companies which the fund invests its money in purchasing some of
its shares
Cases of contract's expiry and cancellation
Investment” manager's relation with the bank in which they keep the securities that
the fund invests its money in it.
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Acrticle (390)
Prohibited dealings
The licensed company that practices the activity of investment fund's administration and its
managers working in are prohibited to perform the following operations:
1. To use fund's money in establishing new companies or to purchase securities of
companies under liquidation or in case of bankruptcy
2. To achieve interest or profit or concession from the operations that are performed for
fund's account
3. To buy investment testimonies of funds which it manages
4. To lend from others for fund's account unless the administration contract permits that
within the stated limits
5. To buy shares that are not registered in the Libyan stock market opr abroad or
registered in a market that is not subject to the supervision of control authority similar
to the stock market authorities
Investment of fund's money in testimonies of another fund that it manages
7. To broadcast or publish data or incorrect information or incomplete or to withdraw
important information or data
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Article (391)

Manager's commitments and responsibilities

Investment manager should keep independent accounts with him for each fund that he
manages its activity and to keep the necessary books and records to practice the activity in





addition to books and records that are specified by the public authority for control and
supervision on markets and financial tools other than banking. He should provide the
documents and data.

The investment manager in his management of fund's money should take utmost care and
should protect fund's interests in each action or procedure and he should vary the aspects of
investment and avoid conflict of interests between shareholders fund's subscribers, and
dealers. Any condition that exempts the investment manager from responsibility or to lessen
it will be considered invalid.

Article (392)

Controlling accounts

The fund will have one financial controller or more and they will be appointed by fund's
founders.

Article (393)

Fund's expiry

The fund will expire if the number of investment testimonies is reduced to 50% of the total
number of the subscribed testimonies unless the majority of the holders of testimonies decide
continuation of its activity in a meeting for which the company invites during a week from
date of the reduction of the number of testimonies to the limit referred to. Otherwise the
public authority for control and supervision on markets and non banking financial tools will
invite for this meeting.

In all cases the fund will expire if the number of testimonies is reduced by 25% of the
subscribed number.

Acrticle (394)

The public authority for control and supervision on markets and non banking financial tools
The established authority will supervise and control the markets and non banking financial
tools in accordance with article No. (2) of Law No. (11) for 2010 referred to. It will also
perform what is necessary to guarantee transparency, truth and stability of markets and non
banking financial tools.

Article (395)

Executive rules

GPC will issue on presentation of the concerned secretary the executive rules, organization
chart, internal system and authority's financial resources referred to in the previous article of
this law. It will also include the conditions and procedures for obtaining the establishment
permission, participation and subscription in investment fund as well as appeal in decision
for refusing its establishment, rights and obligations of management officials, appointment
and dismissal of accounts’ controllers, method of exchange or circulation of investment
testimonies, statement of subscription text, conditions for subscription, rules, legislations and
procedures to be followed on liquidation and other arrangements concerning its activity.

Article (396)

Penalties

Without prejudice to any more severe penalty in any other law, a fine of at least 10,000.-
dinars and not exceeding 25,000.- dinars will be imposed for for establishing the fund





without obtaining permission from the public authority for control and supervision on market
and non banking financial tools and the violator is obliged to liquidate the fund and refund
subscribers’ money and should bear the expenses of liquidation.

Chapter Six
Penalties of companies
First Part: general legislations

Article (397)

False data and distribution of imaginary profits

If other law did not stipulate a more severe penalty, the penalty is imprisonment for a period
not less than 6 months and a fine not less than 5,000.- dinars and not more than 20,000.-
dinars or one of the following two penalties:

1. The partners who are founders, chairman and members of the board of directors,
general managers, managers, president and members of the control authority, external
auditors and liquidators if they cited bad faith facts that are not identical to the fact in
their reports or in budgets or in other data concerning the company in respect of
company’s establishment or its economic status or hidden all or part of the facts
concerning these issues.

2. The chairman and members of the board of directors and general managers if they
obtained by any means ,,,, profits or they paid it or distributed profits that are not
subject to distribution without an approved budget or on the basis of unreal budget.

Acrticle (398)

Disclosure of company’s secrets

The penalty of imprisonment for a period not less than 3 months and not more than one year
and a fine not less than 3,000.- dinars and not more than 20,000.- dinars or one of these
penalties will be imposed on the chairman and members of the board of directors, general
managers, managers, president and members of the control authority, external auditors and
liquidators if any of them used for his own benefit or for the benefit of others information
concerning the company that he obtained by virtue of his occupation or communicated to him
if it resulted in harming the company; and claim will not be instituted without complaint.

Acrticle (399)
Violation of manager’s duties
The penalty of imprisonment for a period not less than 6 months and a fine not less than
5,000.- dinars and not more than 20,000.- dinars or one of these two penalties will be
imposed on the chairman and members of the board of directors, general managers and
managers in the following cases:
1. If they abandoned legislations of law and decided reduction of company’s capital or
its amalgamation with another company
2. If they refunded to the partners directly or indirectly amounts paid from capital or
exempted them from settlement of due amounts in cases that it is not decided to
reduce capital
3. If they tried to perform their tasks or prevented the partners from controlling in the
cases that the law authorized them without the control of company’s performance by





the control authority or external auditors who are authorized to control company’s
business

4. If they misused company’s funds without considering company interest but their
personal interest or interest of companies or other projects in which they have direct
or indirect interest. The same penalty will be imposed if the conditions stipulated in
article (251) are not respected.

Acrticle (400)

Lending on company’s account and guarantees

The penalty of imprisonment for a period not less than 6 months and not more than one year
and a fine not less than 5,000.- dinars and not more than 20,000.- dinars or one of these
penalties will be imposed on the chairman and members of the board of directors, general
managers, managers and liquidators if the lent directly or through another person from the
company that they manage or from a company under their control or from a company which
is controlled by their company or obtained from those companies guarantees concerning their
personal debts unless the company’s purpose is to lend and perform credit operations

Article (401)

The penalty of imprisonment of a period not less than 6 months and fine not less than 5,000.-
dinars and not more than 29,000.- dinars or one of the two penalties will be imposed on the
liquidator if he distributes company’s assets among the partners before settlement of
creditors’ rights or before assignment and keeping the necessary amounts for that.

Acrticle (402)

Negligence in notification

A fine not less than 5,000.- dinars and not more than 20,000.- will be imposed on each of the
chairman and board of directors, general managers, managers, control authority and
liquidators if they neglected compliance with law in respect of informing the trade register
office during the decided period of notifications or data or they did not lodge to the
mentioned office what should be followed or they did not fulfill the conditions.

The same penalty will be applied on the attorney in the cases that law sets on his burden the
necessity of providing data or information or lodging.

Acrticle (403)

Not mentioning compulsory data

A fine not less than 500.- dinars and not more than 5,000.- dinars will be imposed on each of
the chairman and members of the board of directors, general managers, managers and
liquidators if they did not care to put the data which should be legally mentioned on
company’s documents and correspondence.

Part Two
Companies’ funds special legislations

Article (404)

Fraudulent acts concerning company’s shares and bonds

The penalty of imprisonment for a period not less than 6 months and a fine not less than
5,000.- dinars and not more than 20,000.- dinars or one of these penalties will be imposed on





the chairman and members of the board of directors, president and members of the control
authority, general managers, external auditors and liquidators if they promoted false rumors
or resorted to methods of fraud for raising company’s shares and bonds in the stock and
commercial markets.

Acrticle (405)

Exaggeration in valuation of payments in kind

The penalty of imprisonment for a period not less than 6 months and a fine not less than
5,000.- dinars and not more than 20,000.- dinars or one of these penalties will be imposed on
the partners who are founders if they evaluated by fraud the payments in kind in the
establishment contract with an exaggerated amount.

The same penalty will be applied in case of increasing capital on each of the chairman and
board of directors, managers and partners who own quotas in kind for cheating or fraud that
they committed for exaggerating the evaluation of quotas.

The same penalty will be imposed in case of changing the company’s type on each of the
chairman and members of the board of directors and general managers if they exaggerated
cheating and fraud in evaluating the constituents of the company that they need to change.

Article (406)

Abandonment of managers’ duties

The penalty of imprisonment for a period not less than 6 months and not more than one year

and a fine not less than 5,000.- dinars and not more than 20,000.- dinars or one of these

penalties will be imposed on the chairman and members of the board of directors, managers
and working managers if the committed one of the following deeds:

1. If they issued shares or assigned quotas with lower amount than its nominal value and
if they issued new shares or assigned new quotas before payment in full the value of
the first quotas unless the law permits.

If they breach law stipulations in articles (119, 120, 121, 122, 134, 339)

3. If the exploited their power to form majority in the general assembly whether through
benefiting from shares or quotas that are not yet assigned or by enabling others to
resume authorized voting right in accordance with shares or quotas concerning them
as if they are its owners and also if they resorted to fraudulent way

no

Acrticle (407)

Acceptance of undeserved rewards and conflict of interests

A fine not less than 5,000.- dinars and not more than 20,000.- dinars or one of these
penalties will be imposed on the chairman and members of the board of directors and general
managers if the committed one of the following deeds:

1. If they received rewards or assignments conflicting article (163)

2. If they did not invite the general assembly for meeting during the periods established in
law in the cases stipulated in articles (152, 154)

3. If they participated on company’s account in other commercial projects that may cause a
fundamental change in company’s purposes stated in the establishment contract

4. If they breached legislations of articles (181, 182, 183)

Penalty of imprisonment for at least 6 month will also be imposed if harm occurred to the
company in these cases.





Article (408)

Violating duties of control authority and accounts external auditor

The penalty of imprisonment for a period not less than 6 months and a fine not less than
5,000.- dinars and not more than 20,000.- dinars or one of these penalties will be imposed on

the president and members of the control authority if they did not comply with legislations of
articles (200, 203, 205, 206).

The same penalty will be applied on the accounts external auditor if he did not comply with
the legislations of article *209).






Law No. 23 for 2010 concerning commercial activity
Book Seven

Bankruptcy and protective magistrate
Section One
Protective magistrate from bankruptcy

Avrticle (984)

Protective magistrate

The person who expects adjudication of bankruptcy and he finds himself unable to fulfill his
debts should propose to his creditors protective magistrate according the provisions of this
section.

Acrticle (985)

Conditions for accepting magistrate

The following conditions are for accepting protective magistrate:
1. Magistrate should be before adjudication of bankruptcy

2. Debtor should be registered in the trade register for a period of at least two years or
from date of starting business if it is less than that

3. His accounts should be regular for the mentioned period of the previous paragraph

4. He should not adjudicated bankruptcy during the previous 5 years and he did not
enter in the procedures for protective magistrate during the same period

5. He should not be sentenced to fraudulent act or a felony or misdemeanor in the
money or betrayal of trust or public economy or trade or industry

6. To offer to his creditors one of the following two issues:

a. Submission of definite guarantees in kind or personal by which he undertakes to pay at
least 40% of the value of his ordinary debts during six months of declaring magistrate and if
he proposed longer period, he should submit the same guarantees to pay legal interest on the
amounts that he has undertaken its payment after the mentioned six months.

b. In case the debtor offered to his creditors the magistrate on the basis that he assigns all
existing funds at the time of proposing the magistrate except what is exempted according
article (1051), the value of funds and assets should be sufficient to settle creditors’ rights at
least at the percentage specified in item (a).

Acrticle (986)

Statement of affairs

The debtor submits proposal for magistrate with statement of affairs stating the reasons of
disability for fulfillment of debts that led him to request the protective magistrate to be





signed and submitted to the court of first instance at the location in which his main activity is
located.

The debtor should submit with the statement of affairs his commercial books and separate list
for assets stating the value of each and list of creditors’ names.

Companies will submit the statement of affairs after approval and signature according article
(1161).

Acrticle (987)

Reasons for not accepting the statement of affairs

The court of first instance after the testimony of the general attorney and testimony of the
debtor if required, will issue decision that the proposal is not accepted when the conditions
stipulated in the paragraphs (1-5) of article (985) are not available or if the court is convinced
that the proposed magistrate does not match the conditions stated in paragraph (6) of the
same article.

In these cases, the court will itself adjudicate bankruptcy.

Acrticle (988)
Procedures of protective magistrate
If the court accepted the proposal, it will announce the procedures for adjudication of
bankruptcy with decision including the following:
1. To depute a judge to perform the procedures for magistrate

2. To order invitation of creditors for meeting before expiry of 30 days from date of
decision and to specify period for informing the creditors

3. To appoint judicial controller which is selected from the judicial managers taking
into consideration the provisions of articles (1032, 1033, 1034)

4. To specify a period not exceeding 8 days for deposit of the amount that court’s clerk
section sees necessary to perform the procedures

In case the amount is not deposited, the court will take the necessary arrangements which
are stipulated in the second paragraph of the previous article.

Article (989)

Orders and decisions issued by the deputed judge

Judge orders are subject to appeal according article (1031).

The decision issued by the court of first instance in this appeal will be final.

Article (990)

Judicial controller

The judicial controller has the authority of the public official within the limits of the
assigned tasks.

Provisions of articles (1041, 1042, 1043 and 1044) will be applied in this respect.





Article (991)

Adjudication of decision

The court’s clerk section will adjudicate the decision for accepting magistrate by fixing
on the court’s announcement board and will send it to the trade register office for
registration.

The decision will also be published through the legally decided means.

If the debtor owns funds that are not moveable or other funds subject to registration, the
provisions of the second paragraph of article (1097) will be applied.

Chapter Two

Article (992)

Management of funds during the procedures

Management of funds and operation of all business will remain with the debtor during
magistrate procedures under the supervision of the judicial controller and guidance of the
deputed judge.

Loans, reconciliations, actions in real estate and its mortgage or mortgage of moveable,
guarantees, get off discounts, declaration of others’ rights, cancellation of real estate
mortgages, acceptance of conditional donation and inheritance and all operations which
exceed the ordinary management even if it was in the form of money order will not be
applicable in the previous creditor’s right unless the deputed judge agrees.

Article (993)
Effects of submitting the statement of affairs
As from date of submission of the statement of affairs until the decision approving

magistrate comes into force, whoever has debt prior issuance of the decision should not
commence execution on debtor’s funds otherwise that procedure will be subject to invalidity
and the periods of limitation will be suspended.
The creditors should not acquire privilege rights which are effective in the rights of the
unified creditors except if approved by the judge in the cases that are stipulated in the
previous article.

Avrticle (994)

Applicable rules

In consideration with the date for submission of the statement of affairs, provisions of articles
(1060, 1, 2, 3, 4, 5, 6, 7 and 1068) of this law will be applied on protective magistrate.

Chapter Three
Direct procedures

Atrticle (995)

Indication in commercial books

After issuance of the decision concerning acceptance of protective magistrate, the deputed
judge will indicate (make a sign or signal) under the last writing in the books which were
submitted and the books and records will be returned to the debtor who should put it under
disposal of the deputed judge and judicial controller.





Avrticle (996)

Invitation of creditors for meeting

The judicial controller will ascertain the accuracy of the lists of creditors and debtors
according the submitted documents and commercial books according article (986) and may
make any necessary amendments and will notify the creditors with registered letters or
telegrams or legally approved communication means about date of creditors’ meeting and
proposals of the debtor.

If the notification stipulated in the previous paragraph is difficult due to the huge number of
creditors or it is difficult to identify their personalities, the court may permit to follow the
stipulation of article (1135) after the testimony of the judicial controller.

If there are holders of loan bonds, the term stipulated in item (2) of article (988) should be
multiplied.

In all cases, the announcement for meeting should be directed to the joint representative of
holders of loan bonds if found.

Acrticle (997)

Controllers’ job and report

The judicial controller should make inventory of the assets of the debtor and should set
separate report stating the reason for imbalance of debtor’s movement, his conduct, proposals
for magistrate and guarantees to be offered to the creditors; to be lodged to court’s clerk
section during at least 3 days prior creditors’ meeting.

The judge in accordance with controller’s request may appoint a person to assist him in
estimating the value of assets.

Acrticle (998)

Adjudication of bankruptcy during magistrate procedures

If the judicial controller proved that the debtor has concealed part of his money or shown an
amount which is not actual or he did not announce debts as a fraudulent act or he state debts
which are not existing or committed an act of the tricky acts, he should inform the deputed
judge immediately and after the appropriate investigations, he should propose to the court of
first instance adjudication of bankruptcy of that debtor.

He will adjudicate bankruptcy if during magistrate procedures, the debtor performed work
which is not authorized by article (992) or if he intends to lay a hand on the creditors’ rights
or if it was revealed at any time that he did not fulfill the conditions imposed for accepting
magistrate.

Chapter Four: Magistrate decisions

Acrticle (999)

Creditors’ meeting

Creditors’ meeting is headed by the deputed judge.

Each creditor should depute another on his behalf by special authorization to be written
without specific formalities for announcement of invitation.

The debtor or legal representative should attend personally and he should not depute other
with special authorization except for preventive reasons to be decided by the deputed judge.
The grantors may attend with the debtor and the parties committed with the debts through
recourse.





Article (1000)

Determining magistrate proposal

The judicial controller explains his report and the final proposals of the debtor in the
creditors’ meeting.

Each creditor may state the reasons for not accepting the proposed magistrate and he may
object on the debts in the magistrate.

The debtor has the right to reply on the debts and dispute it and he should submit to the judge
sufficient clarifications.

Avrticle (1001)

Acceptance of the objected debts temporarily

The deputed judge may accept temporarily all or part of the disputed debts for voting and
obtaining majority only without prejudice to the final ruling in respect of those debts.

The creditors whose debts were not accepted may object in the stage of approving the
magistrate if their acceptance has effect in forming majority.

Acrticle (1002)

Required majority for accepting magistrate

Majority of creditors should agree on the protective magistrate who participated in selection
when this majority represents two-thirds of total of the accepted debts in selection.

Creditors of privileged debts will not participate in selection except if they assign the
privilege and the assignment may be from part of it, not less than one-third of their debt; the
effect of assignment will expire if the magistrate is not concluded or ruled out or solved later.
Participation in selection with permit of partial assignment and then acceptance of magistrate
will definitely assist assignment of insuring the debt in full and will also prohibit from
selection, majorities of debtor’s couple, relatives up to the fourth degree, affinity and from
those to whom the debts of those relatives were transferred since a period less than one year
from the application of magistrate.

Avrticle (1003)

Acceptance of magistrate application

To state in the minutes of creditors’ meeting the positive votes of the creditors and the
opposing votes and to state the name of each one and the amount of his debt. The minutes
will be signed by the deputed judge, controller and clerk.

If the work is not completed on the established day, the judge will postpone to a next meeting
during maximum 8 days without need to announce the absent ones.

The clerk will record the agreements of creditors which are received through telegram or
mail or legally approved communication methods during 20 days after preparing the minutes.
If majority of creditors agreed on the magistrate in the meeting without obtaining the
majority of two-thirds of total debts and these agreements will be considered in the majority
of debts.

Chapter Five: approval of magistrate





Avrticle (1004)

No agreement for magistrate

If the majorities stipulated in articles (1002 and 1003) were not achieved in the decided
periods, the deputed judge will notify the court of first instance and it should prove the
stipulation of the second paragraph of article (987).

Acrticle (1005)

Approval of magistrate after agreement

The deputed judge will specify the time of meeting if the majorities were achieved and will
invite the concerned with an announcement to be published through the court’s
announcement board within a period not exceeding 30 days from the date of fixing on board.
The creditors who are objecting approval and the concerned who intends to object on
approval for magistrate should announce their objection with reasons to the debtor and
judicial controller and to intervene as opponents in the proceedings during at least 5 days
before the meeting.

The judicial controller will submit a report with reasons court’s clerk section during the same
period.

The debtor may attend the session even if he will not intervene as opponent in the case so
that the judge will listen to his testimony; and the judge will make investigation according
the case and to specify time for a session in the court during the following ten days.

Acrticle (1006)
The rule approving magistrate
The court will evaluate the following issues after ascertaining that the conditions of accepting
magistrate are provided:
1. If the magistrate commensurate with the economic interest of creditors in respect of

assets and sufficiency of the debtor and his activity

2. If the majorities established by law were achieved taking into consideration also the
creditors who are prohibited from selection who submitted protest for their
prohibition.

3. If the offered guarantees are sufficient for fulfillment of magistrate; and in the case
that is stipulated in paragraph (6) of article (985) whether the offered funds are
sufficient to fulfill the debts up to the limit which the article itself stipulates

4. If the debtor is worthy for a magistrate due to the reasons that led to his disability to
fulfill his commitments taking into consideration his conduct

If the conditions are provided, the court will issue its rule approving magistrate, otherwise it
will adjudicate bankruptcy of the debtor.

The court will specify the amounts which should be deposited by the debtor in respect of the
disputed debts according the conditions of magistrate and it will also specify the methods to
be followed in settlement of due amounts on its due term in implementing magistrate or it
will refer it to the deputed judge to issue decision in this respect.

The last two paragraphs of article (1139) will be applied.





Avrticle (1007)

Magistrate on the basis of funds’ transference

If magistrate is decided on the basis of funds’ transference and did not stipulate otherwise,
the court of first instance in the rule approving magistrate will appoint one liquidator or more
as well as an entity from 3 or 5 creditors to assist in liquidation and it will specify the
methods of liquidation.

Article (1008)

Appealing the rule approving magistrate or refusal

Opposition side or debtor may appeal may raise an appeal on the issued rule approving
magistrate or refusal during 15 days from suspension.

The appeal will be announced to the debtor and judicial controller and the other involved
persons in the case.

The rule will be published according article (1022) and the time of grievance will commence
before the high court from date of suspension.

Acrticle (1009)

Effect of magistrate in respect of creditors

The issued rule approving magistrate is obligatory to all creditors whose debts are before
issuance of the decision for commencement of magistrate procedures; this will not effect
their rights generally against the committed persons by solidarity with the debtor, guarantors
and the committed persons with him through recourse.

Magistrate in companies will be applied on partners whose liability is not limited unless
agreed otherwise.

Chapter Six: in implementing magistrate, cancellation and invalidity

Acrticle (1010)

Implementing magistrate

The judicial controller will supervise its implementation according the methods stated in the
rule after approving magistrate. He will inform the judge with all issues that affect creditors’
rights.

The second paragraph of article (1146) will be applied.

Article (1011)

Magistrate cancellation and invalidity

Provisions of articles (1146 and 1147) will be applied on protective magistrate; the
expression officer stated in them will be replaced by the expression judicial controller.
Magistrate will not be cancelled if it was based on assignment of funds according article
(985) or the value arising from liquidation of assets is reduced by 40%.

The court will adjudicate bankruptcy in the same rule which decide cancellation of
magistrate or its invalidity.

Section Two
Bankruptcy
Chapter One: commencement bankruptcy





Avrticle (1012)

Adjudication of bankruptcy

Without prejudice to the provisions of the previous section concerning protective magistrate,
adjudication of bankruptcy of the trader whether he was ordinary or corporate body is the
same as adjudication of bankruptcy of the civil companies if any of them suspended payment
of debts.

The case of suspension of payment of debts is evidenced when debtor’s disability in
fulfillment is revealed or other external factor reveal the disability in fulfilling commitments
regularly.

Avrticle (1013)

Applying adjudication of bankruptcy

Adjudication of bankruptcy is according application from the debtor or one creditor more or
the general attorney or the concerned authority.

Article (1014)

Case of suspending payment arising from criminal act

If disability in payment of debts is revealed from trader’s decision or elusion or closure of
business place or concealing assets or to disperse it or to reduce assets by deceiving, the
attorney who is investigating against the trader should request from the competent court
adjudication of bankruptcy.

Article (1015)

Case of disability in fulfilling civil suits

If it is revealed during consideration of civil suit the trader’s disability to fulfill his debts, the
judge should transfer it to the competent court if he is not concerned in adjudication of
bankruptcy.

Acrticle (1016)

In competence

The court of first instance is specialized in adjudication of bankruptcy of the trader and civil
companies in which their head quarters are located at the court’s area of jurisdiction.
Adjudication of bankruptcy of the trader whose head quarter is abroad will be in Libya even
if adjudicated bankruptcy abroad taking into consideration the international agreements.

Article (1017)

Bankruptcy of trader for suspension of activity or death

Adjudication of bankruptcy of trader may be during one year from date of retirement of
business or death if suspension of payment is preceding retirement or death.

Avrticle (1018)

Bankrupt’s death

If the bankrupt died after adjudication of bankruptcy, the procedures will continue against his
heirs.

The appointed agent will represent the heirs and if it is impossible to appoint a representative
during 15 days, from bankrupt’s death, the deputed judge will appoint him.





Avrticle (1019)

Duties of trader who requests himself adjudication of bankruptcy

The trader who applies for issuance of verdict for adjudication of bankruptcy should lodge
with the court’s clerks section his documents, commercial books, profit and loss account and
the budget concerning the last two years or from date of establishment of trade if it is less
than two years.

He should also lodge detailed and comprehensive statement of the constituents of his trade
and its estimated value as well as the names of those who have rights in kind on what he has
of movables under his custody with the supporting documents.

Avrticle (1020)

Trader’s testimony

The court before adjudication of bankruptcy may order hearing the trader’s in a consultancy
chamber in the presence of the creditors who applied for bankruptcy.

Article (1021)
Provision for adjudication of bankruptcy
The provision for adjudication of bankruptcy is issued from the court which is held in
consultancy chamber entity and the court should include the following in its provision:
1. Appointment of the deputed judge for the procedures

2. Appointment of bankruptcy officer

3. To order the bankrupt to lodge the budget, documents and commercial papers with 24
hours unless he lodged it according article (1019)

4. To specify a period not exceeding 30 days from date of issuance of the verdict for
submission of the applications of the creditors and those who have rights in kind on
movable funds under the custody of the bankrupt to court’s clerks section

5. To specify the place, day and hour of meeting for inspection of the requirements
against the bankrupt during 20 days from the time stipulated in the previous item and
the verdict will be implemented temporarily

The court will order in the same provision or according subsequent decision to detain the
bankrupt or other responsible officials who had presumptions against them as stipulated in
article (1014) or other circumstances which are punishable by this law and the general
attorney will be informed to implement the verdict or decision

Article (1022)

Notification and publication of the Verdict for adjudication of bankruptcy

The verdict for adjudication of bankruptcy is announced by the methods stated in the law of
civil and commercial litigation to the debtor, bankruptcy officer and the creditor who
requested that during a period not exceeding 3 days from its issuance.

Court’s clerk section during the same period will fix copy of the mentioned verdict on board
of the court’s announcement board and will send copy to the general attorney and trade





register office to record it on the next day. He also sends copy to the court’s clerks section in
the place in which the bankrupt was born or in the place in which the bankrupt’s company
was established. In respect of the criminal record, the provisions of criminal proceedings law
will be considered if there is necessity.

The summary of the verdict will be published according the legal methods in one of the daily
newspapers which is nominated by the judge.

Acrticle (1023)

Protest on adjudication of bankruptcy

The debtor or any concerned party may protest on the issued verdict for adjudication of
bankruptcy within a period of 15 days from date of recording in the trade register.

The party which applied for adjudication of bankruptcy should not protest on this verdict.
The protest will be through authorization for attendance to be announced to bankruptcy
officer and the creditor who applied for that. This protest will not suspend execution of the
verdict.

Acrticle (1024)

Judgment in the protest and its effects

The judgment for cancellation of bankruptcy will be notified to the officer and creditor who
requested adjudication of bankruptcy and the bankrupt unless he protested. The judgment
should be published, notified, fixed on board and registered according article (1022); but
judgment for refusal will be announced to the interceptor only.

In both cases, the period of appeal is 15 days from date of announcing the judgment; the
provisions of the first and second paragraph will be applied on the verdict of appeal which is
announced to the parties mentioned in it.

Acrticle (1025)

Death of the bankrupt during the protest claim

In consideration of the provisions established in the civil and commercial litigation law, if the
bankrupt died during the protest claim, the procedures against the parties stated in article
(1018) will continue.

Avrticle (1026)

Cancellation of the verdict for adjudication of bankruptcy

In case of cancellation of the verdict for adjudication of bankruptcy, the effects consequent to
the legally performed work of the bankruptcy parties will be correct.

The court will estimate the expenses for procedures and the officer’s award and will specify
the payer by order that is not subject to appeal according a report to be submitted by the
deputed judge.

The creditor who requested adjudication of bankruptcy will bear the expenses for procedures
and officer’s award and to state his error and will be sentenced with compensation.

Avrticle (1027)

Effects of refusing the application for adjudication of bankruptcy

If the court refused the application for adjudication of bankruptcy, it should state the reasons
for its decision.





The creditor who applied for adjudication of bankruptcy may appeal in the decision for
refusal before the court of appeal during 15 days from announcement of refusal and the court
of appeal will issue its decision which will be held in the form of consultancy chamber after
the testimony of the creditor who appealed and the debtor.

If the court of appeal accepted the appeal, it will transfer the documents to the court of first
instance for adjudication of bankruptcy.

Chapter Two: Bankruptcy entities
Part One: Bankruptcy court

Avrticle (1028)

Powers of bankruptcy court

The court that adjudicated bankruptcy will conduct all bankruptcy procedures and will
resolve in disputes unless it is within the responsibility of the deputed judge and it will also
resolve in the grievances from the decisions of the deputed judge.

The court of first instance which is held in the consultancy chamber at any time may hear the
testimonies of the officer (warden or judicial expert), bankrupt, and creditors’ entity; it may
also replace the depute judge by appointing another instead of him.

Court’s decisions in what is stipulated in this article are final.

Avrticle (1029)

Jurisdiction of the court of bankruptcy

The jurisdiction of the court which adjudicated bankruptcy is to consider all proceedings
arising there from, whatever its value except the real estate proceedings which are subject to
the rules of normal jurisdiction.

Part Two: the deputed judge

Acrticle (1030)
Power of the deputed judge
The deputed judge conducts bankruptcy operations and will supervise the performance of the
work of the officer in addition to the following:
1. To notify the court with whatever requires special procedures

2. To issue or request issuance from the competent authorities the urgent protective
procedures

3. To invite for meeting the creditors’ entity in the cases stipulated in law whenever it is
appropriate.

4. The officer approves appointment of whoever is required for the interest of work
unless the law assigns him.

5. To view urgently the grievances raised to him from the performance of the officer

6. To permit the officer in writing for litigation as a prosecutor or defendant and
appoints the advocates and agents and authorizes the officer to manage the abnormal





administration taking into consideration the stipulation of article (1040) and the
permission will be for specific operations and at every level of litigation.

7. To control the work of the deputed for the work of bankruptcy and will exempt them
from their tasks if there is necessity and will pay their rewards after exchanging
views with the officer.

8. To perform the preliminary examination of the debts with the cooperation of the
officer and to investigate the requirements of the concerned in respect of rights in
kind and special documents.

Acrticle (1031)

Objection on deputed judge’s order

The grievance of the officer or bankrupt or creditors’ entity or whoever has interest should be
submitted to the court of first instance on the order issued by the deputed judge during 3 days
from date of its issuance unless the law stipulates otherwise.

The court of first instance will decide in respect of the grievance with decision to be issued
while it is held in the consultancy chamber entity.

Waiver of grievance will not suspend implementation.

Part Three: bankruptcy officer (warden or judicial expert)

Acrticle (1032)

List of judicial managers

List of the names of judicial experts from whom the bankruptcy officer is selected will be
prepared for each court of first instance, but the court may select the officer from the list of
experts of another court for reasons which will be stated in the judgment for adjudication of
bankruptcy.

In exceptional cases, the court may select the officer from qualified persons even if they were
not included in the list of judicial experts.

Article (1033)

Qualifications for appointing the officer

Appointment of bankruptcy officer will be invalid if he was interdicted or not eligible or
previously adjudicated bankruptcy or convicted in a criminal penalty that deprived his civil
rights even temporarily.

The spouse of the bankrupt or one of his relative up to the 4th degree or affinity should not
be appointed an officer. Also one of his creditors and whoever rendered occupational
services for the interest of the bankrupt or involved in any way in his activity during the two
years preceding adjudication of bankruptcy will not be appointed.

Avrticle (1034)

Officer’s acceptance of the task

The officer should inform the deputed judge with his acceptance of appointment during one
day from his knowledge, otherwise the court will appoint other officer instead of him.





Avrticle (1035)
Rank of the public official
The bankruptcy officer with his performance of task is considered a public official.

Acrticle (1036)

Officer’s powers

The officer will manage the bankrupt’s funds under the deputed judge’s supervision.

He should not pursue proceedings without written permission from the deputed judge except
in the issues which are related to disputes in debts and delaying its announcement and right in
kind of bankrupt’s movables.

He should not have the advocate’s rank or judicial agent in the proceedings concerning
bankruptcy.

Acrticle (1037)

Officer’s authority is not transferable

He should perform personally the affairs of his function and he should not depute another
except in a specific operation and after obtaining the deputed judge’s approval.

The judge may permit for him to be assisted with experts or other persons including the
bankrupt himself and they will be paid wages after obtaining the agreement of the creditors’
entity.

Avrticle (1038)

The report to be submitted to the judge

Bankruptcy officer should submit detailed report to the deputed judge during one month from
adjudication of bankruptcy explaining the reasons of bankruptcy, circumstances, bankrupt’s
care in performing his work, level of his private subsistence, his family subsistence , his
responsibility and the responsibility of others and any other information that assist in the
criminal investigation.

The officer should state the bankrupt’s documents on which the creditors appealed and other
documents on which he intends to appeal.

The judge may request the officer to submit brief report before the mentioned time.

In respect of companies, the report should state all information and documents proving the
responsibility of managers, control authorities, external accounts auditors, the partners and
others when necessary.

The officer should submit during the first 7 days of each month to the deputed judge brief
details on his administration and special documents if required.

Acrticle (1039)

Depositing amounts concerning bankruptcy

The officer should deposit with one of the banks during 15 days all amounts collected
according the order issued by the deputed judge and the methods to be decided after
reserving the amounts which the judge consider necessary for litigation expenses and
administration of the bankruptcy.

An account will be opened in the name of bankruptcy administration and withdrawal from it
will be by the deputed judge’s permission.

If the officer did not deposit during the established period, the court will order his dismissal.





Avrticle (1040)

Officer’s additional powers

The deputed judge after taking the opinion of the creditors’ entity may permit the officer with
reasoned decision to reduce the debts, sign magistrate, to give acquittal discharge to the
creditors, to assign liabilities, declare the rights of others, to cancel mortgages on real estate,
to return the mortgaged things, to clear out warranty and to accept grants.

If the value of the mentioned actions is not specified or it is more than LD.1,000.-, the
deputed judge should issue permission for that from the court of first instance after taking the
opinion of creditors’ entity and the court will issue the permission with decision mentioning
the justified reasons.

It will hear the bankrupt’s testimonies when possible.

Avrticle (1041)

Grievance from officer’s deeds

The bankrupt and whoever has interest may appeal from the officer’s deeds to the deputed
judge who will decide with reasoned decision.

An appeal on deputed judge’s decision may be submitted to the court of first instance during
3 days from date of its issuance and it will decide in this appeal with reasoned decision after
the testimony of the officer and appellant.

Avrticle (1042)

Dismissal of the officer

The court of first instance may dismiss the officer at any time on presentation of proposal
from the deputed judge or at the request of creditors’ entity or from its own.

The court of first instance will issue its decision after the testimony of the officer and the
public attorney.

Acrticle (1043)

Officer’s responsibilities

The officer should perform the duties of his function with alertness and efficiency and he
should keep register to be initialed by the deputed judge and for recording daily the
operations concerning his administration.

Responsibility proceeding will be raised against the dismissed officer after the permission of
the deputed judge; and the officer whose duty is ended even during the bankruptcy should
submit also a statement on his administration according the stipulations of article (1125).

Article (1044)

Officer’s rewards

The officer’s reward and expenses will be estimated even if the bankruptcy was closed with
magistrate by a decision which is not subject to grievance to be issue by the court of first
instance on presentation of the officer and based on the deputed judge’s report according the
provisions of the issued system in the lists of experts.

The reward is paid after approval of the officer’s report or after implementing magistrate
when necessary; and the court will expedite an amount from the reward to the officer
according necessity.

The officer has no right to claim an amount over the estimated amount by the court of first
instance even it concerns the expenses.





Every amount paid or promised in breach of the former restriction as well as the criminal
liability if appropriate will be null and void and is due to refund.

Part Four: Creditors’ entity

Acrticle (1045)

Entity’s nomination

Creditors’ entity should be formed during 10 days from date of issuance of the decision
stipulated in article (1106), but it may be formed temporarily before the mentioned date if the
judge sees into.

The entity is nominated by the decision of the deputed judge and is formed from 3 or 5
members who are selected among the creditors and the judge will nominate the president
among them.

Acrticle (1046)

Entity’s tasks

The opinion of creditors’ entity may be taken in the cases stipulated by law whenever the
court of first instance or the deputed judge sees into.

The president will invite the entity for meeting whenever there is need to take its opinion or
when he sees necessity; and its decisions will be with the majority.

The entity and all its members may review the correspondence and accountancy documents
of the bankruptcy and request information and clarification from the officer and bankrupt.
The entity is not entitled any wages or reward for its work except recovery of expenses.

Chapter Three: Effects of bankruptcy
Part One: Effects of bankruptcy in respect of the bankrupt

Acrticle (1047)

Bankrupt’s funds

The bankrupt is prohibited from management and disposal of his funds from date of
judgment for adjudication of bankruptcy.

The funds which are devolved to the bankrupt after deduction of the expenses for preserving
and maintaining the funds itself during the period of bankruptcy will be entered in the
constituents of bankruptcy.

Acrticle (1048)

Handling proceedings of the bankrupt

The officer handles litigation in disputes concerning the bankrupt’s financial rights which are
included in bankruptcy even if the disputes are under process.

The bankrupt is not allowed to intervene in the proceedings except in the issues in which he
is charged with fraudulence or in the cases in which the law permits intervening.





Avrticle (1049)

Bankrupt’s business after adjudication of bankruptcy

The creditors consider null and void the actions and the defenses of the bankrupt after
adjudication of bankruptcy and also it is considered null and void the amount received by the
bankrupt after the judgment for adjudication of bankruptcy.

Acrticle (1050)

Procedures after adjudication of bankruptcy

The necessary procedures to give an action of the actions the power of protest on others if
occurred after adjudication of bankruptcy will not affect creditors’ rights.

Avrticle (1051)

Funds which are not included in bankruptcy

The following is not included in bankruptcy:

1. The funds which are absolutely personal.

2. Family allotment, salaries, pensions, wages and what the bankrupt acquires from his
service within the limit of what is necessary for self sustenance and providing sustenance for
his family.

3. Legal right for disposal of proceeds of money of his sons and revenue of funds which are
family’s property in consideration with the texts of the civil law in this respect.

4. Proceeds of money which form the dowry and cash equivalents without prejudice to the
provisions concerning personal cases.

5. The things which are detained in accordance with law.

The deputed judge will issue order specifying the extent of restrictions stated in paragraph

).

Acrticle (1052)

Allotment of bankrupt and his family

The cases in which the bankrupt needs sustenance means for himself or for his family, the
deputed judge after hearing the officer and the creditors’ entity if it was formed may estimate
an allotment for him and his family.

The bankrupt should not be prevented from continuing to live in his owned house within the
limit that is sufficient for him and his family, until the assets are liquidated.

Acrticle (1053)

Bankrupt’s correspondence

The correspondences that are not personal and are directed to the bankrupt will be delivered
to the officer who will have the right to keep from it what concerns financial interests and the
bankrupt has the right to review it. The officer should keep the confidentiality of the
contents of the correspondence concerning affairs beyond the financial interests or affairs
concerning the bankruptcy.

Avrticle (1054)

Imposing residence on the bankrupt

The bankrupt should not be away from the residence without permission of the deputed judge
and he should attend personally whenever invited by this judge or the officer or the creditors’





entity unless the judge approves deputation of another person on his behalf when there is
legitimate excuse.

The judge may order to bring him by force through the police men if he did not obey the
order for attendance.

Acrticle (1055)

Register of bankrupts

In each court of first instance, a general register will be kept in the court’s clerks section for
recording the names of those bankrupts that the court adjudicated bankruptcy and also those
who adjudicated bankruptcy outside the court if their place of birth is within the judicial area.
Bankrupts’ names will be cancelled from the register in accordance with a verdict from the
court of first instance.

The funds of the bankrupt will not be at his disposal until his name is cancelled from the
register according the stipulation of law.

Part Two: effect of bankruptcy in respect of creditors

Acrticle (1056)

Restriction of individual executive procedures

Any individual executive procedure is not allowed or continuation of procedures on the funds
which are included in the bankruptcy unless the law stipulates otherwise.

Avrticle (1057)

Creditors’ union

Creditors’ union on bankrupt’s fund will be consequent to bankruptcy.

All claimed rights from the bankrupt should be evidenced by the methods stated in chapter
five even if it was by privilege unless the law stipulates otherwise.

Acrticle (1058)

Creditors holding mortgage or privilege on movables

Debts with privilege or guaranteed with mortgage should be settled according the order of its
degrees in accordance with the provisions of the civil law during bankruptcy after recording
in the list of debts.

The creditor will submit an application to the deputed judge to approve sale for him and the
judge will specify the time for sale and method whether through tender or public auction as
well as the method to be followed with a decision to be issued after the testimonies of the
officer and creditors’ entity.

The deputed judge after testimony of creditors’ entity if it is formed may allow the officer to
recover the mortgaged things or with privilege right after payment of creditor’s entitlement
or will sell the things by the method stated in the previous paragraph.

Avrticle (1059)

Rights of creditors who hold privilege in distribution of assets

Creditors whose debts are guaranteed with real estate mortgage or mortgage of movable or
privilege have priority right on the cost of the guaranteed funds to fulfill their actual debts as
well as interests and expenses.





If it is not fully settled, the remaining rights will be unified with the ordinary creditors in
distribution of the remaining assets; they have also right of unity in the distributions carried
out before the distribution of the cost of things on which they have guarantee.

In this case if they were able to fulfill all their debts of capital, interests and expenses from
the outcome of cost of sales, the amount received from the previous distributions and quotas
of the ordinary creditors will be deducted. If they were unable to fulfill their right except
partly, they have no right to insist with the remaining of the actual debt except with the
percentage that is assigned finally for the ordinary creditors.

Avrticle (1060)

Effects of bankruptcy on cash debts

Adjudication of bankruptcy suspends validity of agreeable interests or legal in respect of the
creditors’ union until closure of bankruptcy unless the debts are guaranteed with real estate
mortgage or mortgage on the movable or privilege.

For the purposes of creditors’ union, bankrupt’s cash debts which are due will be considered
as from date of adjudication of bankruptcy.

The conditional debts will be included in the union in accordance with the articles (1104 and
1122) and debts that are considered among the conditional debts are those debts that may not
be claimed from the bankrupt only after stripping the original debtor.

Avrticle (1061)

Set off in stage of bankruptcy

Set off will be between creditors’ claimed debts from the bankrupt and between bankrupt’s
debts towards them even if debts were not due before adjudication of bankruptcy.

Set off will not be carried out in respect of the debts which are not due if the creditor
acquired it with contract between the alive after adjudication of bankruptcy or during the
preceding year.

Acrticle (1062)

Debts without interests

The unfruitful debts and which are not due on adjudication of bankruptcy are totally among
the bankrupt’s debts. The legal compound interest at the rate of 5% per year should be
deducted in each individual distribution for the period between date of order for payment and
due date of that debt.

Acrticle (1063)

Loan bonds

The loan bonds which are issued by joint stock companies are estimated with its nominal
value after excluding the amount exceeding its value.

The bonds which are consumed through the ballot with price exceeding its nominal value are
estimated with an amount equivalent to the capital that arise from returning the remaining
bonds which were not included in the ballot to its present value on the basis of compound
interest at the rate of 5%.

The value of each bond will be equal to the total amount of capital divided by the number of
bonds that were not depreciated.

In any case the bonds should not be estimated with less than its nominal value after deduction
of what was paid from it on the basis of consumption.





Article (1064)

Rights that are not in cash

The debts that are not due and are estimated in cash on the basis of other values or it is a
commitment not in cash will be estimated in bankruptcy according its value on the date of
adjudication of bankruptcy.

Acrticle (1065)

Permanent income and salary for life

If the bankrupt is indebted to a permanent income, it will be estimated according the
stipulation of the civil law and the entitlement of salary for life will be among creditors’
union with an amount equivalent to value of capital at the time of adjudication of bankruptcy.

Avrticle (1066)

Bankruptcy of one of the several joint debtors

The creditor of several joint debtors will enter in bankruptcy any of them who adjudicated
bankruptcy with all his right of capital until his right is fully fulfilled.

The several joint debtors will not recourse on each other except after fulfillment of creditor’s
full right.

Avrticle (1067)

The creditor of several joint debtors whose right is partially fulfilled

If the creditor before adjudication of bankruptcy fulfilled from one of the several joint
debtors with the bankrupt or guarantor part of his debt, he will have the right to enter in
bankruptcy for the remaining amount.

The joint debtor with the bankrupt who has the right of recourse will enter in bankruptcy for
the paid amount. The creditor will have the right to claim the quota of the joint debtor in
distribution until the remaining amount is fulfilled without prejudice to his right of recourse
on the joint debtor if his right is not fully fulfilled.

Avrticle (1068)

Bankrupt’s debtor or guarantor holding guarantee right

The bankrupt’s guarantor or the committed party with him who have mortgage on bankrupt’s
funds for guaranteeing their right of recourse to the extent of the amount guaranteed with
mortgage will enter in bankruptcy.

The revenue from sale of the mortgaged real estate or mortgaged things will be allocated to
the creditor and will be deducted from the amount that he deserves.

Part Three: effects of bankruptcy on the acts harming creditors

Atrticle (1069)

Behaviors without value

The free behaviors performed by the bankrupt during two years before adjudication of
bankruptcy except the normal gifts and behaviors for a moral duty or for the purpose of
achieving general benefit as long as it was proportional to the economic status of the donor
will be considered void in respect of the creditor.





Avrticle (1070)

Settlements

Settlement of due debts on the day of adjudication of bankruptcy or after it if the bankrupt
settled these debts during the previous two years of adjudication of bankruptcy will be
considered void in respect of the creditor.

Acrticle (1071)

Normal cancellation procedures

The officer may request announcement of invalidity of the behaviors performed by the debtor
for harming the creditors according the rules of the civil law.

Proceedings shall be instituted in the bankruptcy court of first instance whether against the
contractor directly or against his successor in the cases that this proceeding may be instituted.

Acrticle (1072)

Business in turn, defenses and guarantees

The following acts will not be implemented in creditors’ right unless the second party proves
that he was not aware of debtor’s inability to settle his debts:

acts in turn that are performed by the bankrupt or the commitments which were undertaken
during the two years preceding adjudication of bankruptcy and which are not absolutely
proportional with what he has taken or promised with.

Fulfillment of cash debts which are due and mature if not fulfilled in cash or without the
other usual means if that occurred during the two years preceding adjudication of bankruptcy.
Mortgage of the movable and real estate mortgages voting that arise during the two years
preceding adjudication of bankruptcy for insuring the precedent debt that was not due.
Mortgage of the movable and real estate mortgages whether optional or judicial that arises
during the year preceding adjudication of bankruptcy for insuring a debt that is due.
Fulfillment of due debts and mature as well as acts in return for and acts arising a privilege
right for insuring a debt of a thing at the same time if these acts were performed during the
year preceding adjudication of bankruptcy will not be implemented in the right of creditors;
and the officer proved that the second party was aware of the disability of the debtor to settle
his debts.

The provisions of this article will not be applied on corporations for mortgage of movable
and real estate within the limit of the dealings taking into consideration the provisions of the
special laws.

Acrticle (1073)

Payment of bill of exchange after its due date

With the exception of the provision of the second paragraph of the previous article, payment
of bill of exchange is considered correct if its holder is obliged to pay it in order to avoid loss
of his right in the claim of recourse.

In this case, the last committed debtor through recourse should refund the amount which he
received to the officer if the last proved that the debtor was aware of the disability of the
original debtor when he has drawn or circulated the bill of exchange.





Avrticle (1074)

Dealings between couples

The dealings stipulated in article (1072) are considered cancelled if occurred between
couples during the period in which the bankrupt was exercising commercial activity and the
spouse was unable to submit proof that he was not aware of the status of the bankrupt’s
spouse.

Acrticle (1075)

Rights of the bankrupt’s spouse

In case of spouse’s bankruptcy, the wife will recover the real estates and movables if she
proved that she owned that before marriage as well as the funds that were devolved to her
during the period of marriage.

The bankrupt’s wife has the right to recover the real estates that she purchased during the
period of her marriage with the devolved money provided that purchase contract explicitly
stipulates a statement for utilizing the money and the wife should prove its source.

Acrticle (1076)

Legal presumption to acquire the wife’s funds

With the exception of the case stipulated in the second paragraph of the previous article, the
money that the wife acquired during five years preceding adjudication of bankruptcy will be
considered purchased with the money of the bankrupt’s spouse and it should be included in
the assets of bankruptcy except if the wife submitted proof otherwise.

Acrticle (1077)

The wife fulfills the debts of the bankrupt’s spouse

If the wife fulfilled debts for account of the bankrupt’s spouse, the legal presumption will be
instituted that she has fulfilled these debts from her spouse’s money unless there is proof
otherwise.

Avrticle (1078)

Guaranteeing wife’s rights

If the spouse was a merchant at the time of marriage or he was without a specific craft and
then became a merchant during the same year, the real estates which he owned at the time of
marriage or devolved to him through inheritance or reward or will, should guarantee solely
the rights of the wife’s debts.

Article (1079)
Restrictions
The woman whose husband was a merchant at time of marriage or was without another
specific craft and then he became a merchant during the year following the marriage contract
will have no right to raise claim for bankruptcy for the benefits stipulated in the marriage
contract.
In this case, the creditors are not entitled from their part the benefits that were granted by the
wife to her husband in the mentioned contract.
The grants that are granted between the spouses during the period of marriage will be void.





Avrticle (1080)

Annulment effects

Whoever returns what he has previously received as a result of the previous provisions may
enter among the creditors of the bankrupt at the extent of his debt.

Part Four: effects of bankruptcy on the previous legal relations

Acrticle (1081)

Sale that is not concluded by contractors

If the sale contract is not implemented or incompletely implemented, the seller has right to
fulfill his commitment and will insist on his right among the debts claimed from the
bankrupt.

If the seller did not express his desire to insist on this right, he will suspend implementation
of the contract on acceptance of the officer the solutions in place of bankrupt in the contract
with his commitment of the consequences or to be resolved from it; this will concluded with
the permission of the deputed judge.

The seller after noticing the officer may request from the deputed judge to specify due time
not exceeding 8 days and then the contract will be considered cancelled.

In case of seller’s bankruptcy, the contract is not cancelled if the sale price entered in buyer’s
ownership otherwise, the officer will have the voting right between implementation or
cancellation of the contract; in case of cancellation of the contract, the buyer will have the
right to claim his debt among the debts of the bankrupt and he will have no right to claim
compensation for harms.

Acrticle (1082)

Sale on credit or installments

If the buyer is bankrupt and the price was on credit or installments, the officer may replace
the bankrupt in the contract by permission of the deputed judge but the seller may request
guarantee unless the officer will pay the price immediately after deduction of the legal
interest.

Seller’s bankruptcy will not be reason for canceling the contract in selling by installments
with preserving ownership right.

Avrticle (1083)

Contracts of supplies

Provisions of the 2nd, 3rd and 4th paragraphs of article (1081) will be applied on sale by
delivery on installments and in contracts of supplies.

The officer who replaces the bankrupt in the contract should pay in full also the cost of the
delivered installments.

Avrticle (1084)

Returning unpaid things

If the transported sale is delivered to the buyer before adjudication of bankruptcy but it is not
under disposal at place of destination and the others did not acquire rights on it, the seller
may return it and bear the expenses and will refund the amount paid in advance unless he
desires to implement the contract and to enter in bankruptcy with the cost or unless the
officer decides delivery of the sale after payment of its price in full.





Article (1085)

Contracts term in stock market or commodities market

The contract term in stock market or commodities market is cancelled if it is due after
adjudication of bankruptcy of one of the contractors as from date of adjudication of
bankruptcy.

If consequent to the cancellation, the bankrupt became a creditor, the difference between
contract price and the value of things or bonds on the date of adjudication of bankruptcy will
be considered as constituents of bankruptcy and it will be included in the liabilities if the
situation is on the contrary.

Acrticle (1086)

Joint stock companies

Joint stock companies are dissolved by bankruptcy of the main partner and the partner will
have the right to enter among the creditors of the bankrupt with the remaining part of his
quota that his share of losses did not consume.

The partner is obliged to pay the remaining quota to be sufficient to cover his share of losses.
The procedures stipulated in article (1160) will be applied.

Avrticle (1087)

Current account and agency with commission

The current accounts and agency with commission will be dissolved with the bankruptcy of
one of the parties.

Acrticle (1088)

Bankrupt’s possession of things is incomplete possession

If the things that the bankrupt should return are not under his custody on the day of
adjudication of bankruptcy and the officer is unable to return it, the concerned have the right
to enter among the debts of the bankrupt in respect of the value of that thing on the date of
adjudication of bankruptcy.

If possession of the thing is removed after sealing, the concerned may claim settlement of the
thing’s value in full taking into consideration the provisions concerning the relation between
the agent and client in recovery of things.

Acrticle (1089)

Rental contract of real estate

Tenant’s bankruptcy will not be consequent to cancellation of the rental contract unless it
was agreed otherwise and the officer will replace the tenant in the contract.

In tenant’s bankruptcy, the officer may be released from the contract at any time provided
that he gives the tenant a suitable compensation to be estimated by the deputed judge when
the two parties do not agree after the testimony of the interested parties and compensation
right is according the stipulations of the civil law.

Acrticle (1090)

Contracting contract

The contracting contract is dissolved by adjudication of bankruptcy of one of the two parties
unless the officer is announced after exchange of views of creditors’ entity if it was formed





according permission of the deputed judge about his desire to replace the bankrupt in the
contract and submission of sufficient guarantees; and he should notify the second party
during 20 days from adjudication of bankruptcy.

Contracting should not continue if the contractor is bankrupt and he is considered a
fundamental element in the contracting contract taking into consideration the provisions
concerning contracts of public works.

Acrticle (1091)

Insurance contract

Bankruptcy of the insured against risks will not cancel the insurance contract if the risk is
increased due to cancellation unless it was agreed otherwise.

If the contract continued, insurance installments which were not paid should be fully settled
if it was due before adjudication of bankruptcy.

Acrticle (1092)

Publication contract

The law concerning publications will organize the effects of publisher’s bankruptcy on
publication contract.

Book Six: Preserving and managing bankruptcy constituents

Acrticle (1093)

Sealing

The deputed judge will directly seal bankrupt’s funds at his head quarter and other funds
after adjudication of bankruptcy according the established provisions of the civil and
commercial litigation law. If it is impossible for him, he should authorize the magistrate and
it is necessary that the officer should attend during sealing of the bankrupt’s head quarter
unless he is unable to attend for a justified reason.

In respect of the funds existing in other entities, the competent magistrates will seal it
according the authorization of the deputed judge.

The minutes recorded by the magistrate will be submitted to the deputed judge.

The judge who sets the seals will make the necessary temporary and precautionary
procedures and will sell the things that are subject to damage.

Acrticle (1094)

Sealing by the magistrate

When the magistrate is aware of adjudication of bankruptcy, he may seal the bankrupt’s
place located in the area of his jurisdiction before receiving the authorization stipulated in the
second paragraph of the previous article.

Avrticle (1095)

Things which are not sealed

In addition to what is exempted by the civil and commercial litigation law in respect of
sealing, sealing will not include the following:

1. all things used in operating the work if the judge decides that work will not be suspended
immediately

2. the commercial books and other documents





3. the bills of exchange and other bonds which are due or will be due shortly and which
should be delivered to the officer for settlement

4. the cash which should be delivered to the officer for deposit according the provisions of
article (1039) and all these things should be detailed in the minutes

The books and commercial documents should be lodged and signed by the judge who is
performing the procedures with the clerks section of the court of first instance. The deputed
judge may permit the officer to keep it temporarily with his commitment to submit it when
required.

Acrticle (1096)

Unsealing and inventory

The officer should request the judge at the shortest time permission for unsealing and
inventory and should perform that according the provisions stated in civil and commercial
litigation law in the presence or announcement of the bankrupt and creditors’ entity, if any,
and with the assistance of the clerk of the court of first instance who will edit the minutes; the
debtors may also attend.

The deputed judge will order to follow specific rules and precautionary procedures in the
inventory and will appoint a person to estimate the constituents when there is necessity.

The officer will invite the bankrupt trader or the managers of the bankrupt company to decide
if they are aware of any other constituents to be added to the inventory, warning them of the
penalties that will be applied for refusal to mention data or declaring false data.

Minutes of inventory will be written in two originals to be signed by all attendants and one
will be lodged with the clerks section in the court of first instance.

Acrticle (1097)

Bankrupt’s funds, books and other commercial documents will be under custody of the
officer once it is proved in the minutes of the inventory.

If the bankrupt owns funds which are not movable or other funds subject to the public
registration, the officer will inform the competent authorities with extracted copy of the
provision for adjudication of bankruptcy to be recorded in the public records.

Acrticle (1098)

List of creditors and owners of rights in kind on movables and budget

The officer should prepare list of creditors’ names which is extracted from the documents,
commercial books and other information that he has obtained as well as a statement of the
debts of each of them and privilege rights; he should also prepare list of names of those who
have rights in kind on all movables under the custody of the bankrupt and statement of the
documents proving that. These lists will be lodged with court’s clerks section.

The officer should also prepare the last budget unless the bankrupt has submitted it in time
and will add the necessary amendments and additions on the budgets and lists submitted by
the bankrupt according the stipulation of article (1019).





Avrticle (1099)

Temporary administration

After issuance of the provision for adjudication of bankruptcy, the court may order that
bankrupt’s commercial activity will be resumed temporarily if extreme damage which will
not be repaired will be consequent to suspension of work suddenly.

After issuance of the decision stipulated in article (1106), the creditors’ entity should decide
what is appropriate in respect of continuation of bankrupt’s activity partially or totally or to
be resumed with conditions. The court should not order continuation or resuming unless
creditors’ entity has decided that.

If it is decided that work will be temporarily resumed according the previous paragraph, the
deputed judge will invite for meeting the creditors’ entity every two month so that the officer
will orient them about work performance and it will decide whether the activity will be
continued or otherwise. The court of first instance may order suspension of the temporary
work if the creditors’ entity required that or at any suitable time.

In all cases the court issues decision in the consultancy chamber after the testimony of the
officer.

Acrticle (1100)

Expenses provided by the treasury

The treasury will agree about the legal bankruptcy work from time of issuance of the
provision for adjudication of bankruptcy until date of closure of bankruptcy if there is no
cash among the funds to cover the legal expenses.

But fees for stamp duty, registration and others will be recorded as bankrupt’s debt according
an order to be issued by the deputed judge.

The expenses which are provided by the treasury will be recorded in a special register kept
by the clerks section and will be refunded when there is cash.

Chapter Five: Proof of debts and rights in kind on movables

Avrticle (1101)

Announcement of creditors for the purpose of investigation

The officer notifies with registered letters and by other approved legal means the creditors
and the concerned included in the lists stipulated in article (1098) the time for submitting
their applications to clerks section with the reasons of the provision for adjudication of
bankruptcy concerning the method for preparing debts’ list.

But concerning the debtors and the concerned who are residents outside Libya, the
notification will be to their representatives; and if there isn’t, the judge may extend the period
and will notify all the other creditors and the concerned.

Avrticle (1102)

Application for inclusion in the list of creditors

The application for inclusion in the list of bankrupt’s creditors should include name and
surname of creditor, details of the amount required, the bond on which the debt has arisen,
reasons for privilege and documents supporting that.

If creditor’s home is outside the court’s area, he should specify in the application the chosen
home at that area, otherwise will be announced in the clerks section of that court.





The documents which were not submitted with the application should be lodged before the
meeting for investigating the correctness of the debts.

The judge in accordance with an application submitted by the concerned may order the clerks
section to take copy from the “bond to order” or “to bearer” and the original will be returned
after indicating that an application is submitted for inclusion in the list of debts.

Acrticle (1103)

Application’s effect

The same consequent effects of judicial announcement and suspension of and suspension of
the terms ruling out rights will be consequent to submission of petition for inclusion in debts’
list in respect of the procedures that cannot be carried out during bankruptcy.

Avrticle (1104)

Statement of required debts

Court’s clerk will prepare list of applications according date of receipt to be included with
list of bankrupt’s debts for submission to the deputed judge to examine it with the assistance
of the officer after hearing the testimony of the bankrupt and obtaining the necessary
information to set on its basis the list of debts stating what he will accept and what caused a
privilege or mortgage as well as debts which he sees to be partially or totally unacceptable
with the reasons that led him state that.

The debts stated in the last paragraph of article (1060) as well as the other debts for which
supporting documents are not yet submitted will be included with list of the precautionary
debts.

If the debt is not subject to implementation by provision and not to be included, it is
necessary to appeal in it.

List of debts set by the judge will be lodged with clerks section during at least 3 days from
the day specified in article (1021), item (5) and the creditors have right to view it.

Acrticle (1105)

Validation of correctness of debts’ list

Debts’ list set by the judge will be examined in the meeting that is stipulated in paragraph (5)
of article (1021) in the presence of the officer and bankrupt; and to consider the applications
that were received later or submitted in the same meeting.

The judge will include in this list whatever changes or amendments he sees necessary after
evaluating the objections and remarks stated by the concerned and after viewing the
submitted documents.

If it is impossible to perform that during one meeting, the judge will postpone searching to
another time during 8 days without necessity of new invitation whether to those who were
present or absent.

In all cases, the judge may issue the final list of debts on the 15 days following the last
creditors’ meeting.

Avrticle (1106)

Power of implementing debts’ list

The judge and clerk will sign the list of debts and the list will be closed by decision from the
judge stating that it is subject to implementation from the date of the last meeting of the
creditors or from the date which is stipulated in the fourth paragraph of the previous article.





List of debts and judge’s decision will be lodged with clerks section and the creditors have
the right to view it.

If there are applications for inclusion of debts in the list which were not accepted or part of it
was accepted or accepted under reserve, the officer should immediately inform the creditors
who were prohibited or included under reserve with registered letters accompanied by
acknowledgement receipt or other legally approved communication means.

Acrticle (1107)

Protests of creditors who were prohibited or included under reserve

The creditors who were prohibited from including their names in the list or were accepted
under reserve should appeal during 15 days from lodging the list of debts with the clerks
section to the deputed judge and he should specify time for meeting and will announce all the
appellants and the officer who should receive the announcement at a certain time to be
specified by the judge.

The creditors should record their grievances before at least 5 days from the session,
otherwise they are considered as if they withdrew it and the other creditors may interfere in
the case.

Acrticle (1108)

Procedures of protest and judging

The deputed judge will examine the different grievances and will specify date for decision
before the court; if there are grievances valid for judging and others need further
investigation, the judge will order separation of the valid grievances and submission to the
court for consideration.

The court will decide in all grievances raised with one judgment and it may decide to include
all the disputed debt or part of it temporarily.

The judgment will be fixed on court’s announcement board during 8 days from publication
and to be implemented temporarily. The clerk will announce immediately the concerned
with publication of the judgment.

The period for appealing is 15 days from date of fixing the judgment and the dates for appeal
by criticism will be reduced to the half.

Appeal in disputes which do not exceed the jurisdiction of the magistrate judge is not
accepted.

Acrticle (1109)

Protest on debts accepted in the list

Each creditor may protest on the debts included in the list during 15 days from date of
lodging with the clerks section by raising an appeal to the deputed judge and the judge should
specify a session to consider the appeal and will announce the attendants and officer. The
judge will specify time for sending the announcement to the officer and the creditors whose
debts are contested. The case will be registered according the stipulations of the second
paragraph of article (1107).

If the parties don’t agree during the proceedings, the judge will issue a decision which is not
subject to appeal for keeping apart these disputed installments of debts when distributing the
assets of the bankruptcy.

The provisions of the previous article and consideration of all appeals and grievances in one
session will be applied on issues concerning investigation and decision regarding debts.





Article (1110)

Delay in announcing debts

The creditors may request from the deputed judge to include their entitlements in the list of
debts even after issuance of the judgment stipulated in article (1106) until completing
distribution of all assets of the bankruptcy.

The judge will determine a session for considering the application and will announce the
attendants, applicant and the officer who should receive the announcement at a specific time
to be specified by the judge.

The proceeding will be recorded according the provisions of article (1107) and the other
creditors may interfere in the case.

If the officer did not object on acceptance of the debts’ arrears and the judge based it on a
basis, he will decide its acceptance; otherwise, he will proceed with procedures for achieving
the debt according the provisions of the civil and commercial litigation law.

The creditor who was late will bear the expenses unless the delay was due to a reason beyond
his control.

Acrticle (1111)

Request for cancellation of debts included in the list

If before closure of bankruptcy, it was revealed that acceptance of debt or privilege was due
to fraud or fundamental error in the facts or if critical documents were found and its existence
were not previously known, the officer or any one of the creditors may submit a petition for
canceling the decision of the deputed judge or the judgment of the court of first instance in
respect of that debt or privilege. The petition will be submitted through an appeal to be
raised to the deputed judge who will specify a session for litigation and will announce to the
parties and the officer the attendance and they should receive the announcement at a specific
time to be specified by the judge.

The judge may order during distribution to reserve the entitled installments of the creditors
whose debts are contested until finalizing the disputes finally.

If the bankruptcy is closed without finalizing appeals, the case will be still pending before the
court.

Article (1112)

Petitions for recovery of movables, returning it and separation from each other

The provisions of articles (1101) to (1111) will be applied in respect of applications for
recovery of movables which re under the bankrupt’s custody, returning and separation from
each other.

If the applicant delays submission of his application in accordance with article (1110), the
judge may suspend sale of things to be returned or recovered or separated from each other
with the submission of guarantee if there is necessity.

In all cases the judge should listen to the bankrupt before issuing decision in respect of the
applications.

The applications will not affect what is distributed from the sale price to be recovered or
returned or separated from each other but to insist on the amounts that were not distributed.





Chapter Six: liquidation of assets
Part One: general provisions

Article (1113)

Commencement of liquidation

The officer should commence with sale of the funds after issuance of the decision stipulated
in article (1106) under the supervision of the deputed judge after the testimony of the
creditors’ entity if it was formed taking into consideration the temporary administration’s
requirements if previously approved.

The deputed judge may announce the\sale to the officer with issued decision after the
testimony of the creditors’ entity even before the due time stipulated in the article referred to.

Article (1114)

Applicable provisions

The provisions of civil and commercial litigation law concerning implementation will be
applied on  sale of bankrupt’s funds which are movable and non movable unless it
contradicts the following provisions.

Part Two: sale of movables

Avrticle (1115)

Methods for sale of movable funds

The deputed judge will specify time for sale of movable funds and natural fruits of the real
estate after the testimony of the officer and creditors’ entity; and will also specify the method
of sale by tender or public auction and applicable procedures.

He may also announce sale of all or part of the movable funds in one time after deciding the
procedures to be followed concerning publication if there is necessity.

Part Three: sale of real estate

Avrticle (1116)

The proceedings for dispossession

If a creditor dispossessed previously a real estate or more before adjudication of bankruptcy,
the officer will replace the creditor in the procedures.

If the officer delayed without justification in exercising this right, the creditor who is
performing the procedures or the bankrupt and every one who has interest in that may appeal
to the deputed judge according article (1041); and if the procedures for distribution of the
price are still under process, the officer will interfere to complete the procedures.

The officer should keep an account concerning the sales of real estates and the proceeds
earned from date of adjudication of bankruptcy; the amount obtained from the proceeds and
the price of real estates will be distributed.

Article (1117)

Methods of sale of real estate

Sale of real estate should be by auction.

The deputed judge may order sale without auction if the officer proposed that after obtaining
the idea of creditors’ entity and agreement of the creditors included in the list and who have





privilege right on the real estate when convinced that sale in this method is appropriate and
better for the bankruptcy.

Sale may be in accordance with decision issued by the deputed judge according presentation
of the officer.

The judge in charge of sale procedures may stop selling when the offered price is much lower
than the fair price.

The officer will send summary of the decision issued by the judge in this respect of each
creditor included in the list having privilege right in the real estate and also the registered
mortgaged creditors.

Avrticle (1118)

Procedures concerning distribution of the obtained amount

The deputed judge will distribute the sale amount according the provisions of the following
chapter and when necessary, the deputed judge will specify according an order the amount to
be paid to the officer on account of the final reward according article (1044).

This amount as well as the expenses for procedures and administration expenses will be
deducted from the price.

Chapter Seven: Distribution of assets

Avrticle (1119)

Commencement of distribution

The officer should submit every month statement of available amounts and will propose
method of its distribution as from date of issuance of the decision stipulated in article (1106)
unless the deputed judge will specify another time provided that he keeps the necessary
amounts for the procedures.

The deputed judge will include in this statement any changes after taking into consideration
the opinion of creditors’ entity; and he orders its deposit with the clerks section and to notify
all creditors.

The creditors may submit their remarks during 10 days and after its expiry and reviewing the
remarks, the deputed judge will decide the list for distribution and will give it the power of
the bond for implementation.

Avrticle (1120)

Distribution of amounts

The amounts obtained from liquidation of assets will be as follows:

1. Settlement of expenses including the expenses that were offered by the public treasury
and the debts arising from bankruptcy administration and for continuation of the activity of
the bankrupt if allowed; the deputed judge will estimate the amounts stipulated in this
paragraph.

2. Settlement of distinguished debts of the sold things according the order that the law
decides

3. Settlement of the distinguished debts according the stipulation of the civil law.

4. Settlement of the rights of the ordinary creditors at the percentage that decides acceptance
of the debt of each of them on its basis including the creditors as stipulated in the preceding
paragraph (2) in case of non fulfillment of the debt which is fully guaranteed and for the part
without this guarantee.





Article (1121)

Participation of creditors who were included later

The creditors included according article (1110) will not participate except in the distributions
after inclusion at the percentage of the debt of each of them without prejudice to privilege
right, but if it is revealed from the issued judgment according the mentioned article that delay
is due to a reason beyond their control, they will participate in the assets that were not
distributed even in respect of the quotas for which they have right in the previous
distributions if there was no delay.

Avrticle (1122)

Partial distributions

When performing the partial distributions which should not exceed 90% of the available
amounts for distribution, the quotas should be deposited and reserved by the following
methods which are stated by the deputed judge:

1. For the creditors who are residents abroad and whose debts were not yet achieved due to
extension of time in their respect.

2. For the creditors whose quotas will be reserved and the creditors who were temporarily
accepted until they submit their documents.

3. For the creditors whose debts were suspended on pending condition not yet achieved
including the debts which are impossible to insist on except after abstraction of the actual
debtor.

4. for covering the necessary expenses for settlement of the rewards and expenses of the
officer which the deputed judge will consider.

Article (1123)

Refund of received amounts

The creditors who participated in some distributions should refund the amounts received with
the legal interest in the cases stipulated in article (1111).

Avrticle (1124)

Payment to creditors

The officer will pay the amounts assigned for creditors in the statement for distributions as
decided by the deputed judge.

Article (1125)

The accountancy statement which are submitted by the officer on his administration

When the officer completes liquidation of assets and before final distribution, he should
submit accountancy statement on bankruptcy administration to the deputed judge.

The judge will order to lodge the statement with the clerks section and will specify a session
to view the remarks of the concerned; the session will be held during 15 days from date of
lodging.

The bankrupt and each creditor will be immediately notified regarding lodging and time of
the session.

The judge will agree on the statement if there is no objection in the session or the protests
were amicably settled; otherwise the judge will act according the stipulations of the civil and





commercial litigation law and will specify the time of the session which will be held before
the court during a period not exceeding 20 days from that date.

Article (1126)

Final distribution

If it was agreed on the accountancy statement and the reward of the officer was settled, the
deputed judge will order final distribution according the previous provisions after the
testimony of the officer in this respect.

The reserved quotas will be distributed with the final distribution but in the case that
paragraph (3) of article (1122) which stipulates that when the pending condition for
settlement is not achieved, the amount will be deposited according the methods decided by
the deputed judge to enable payment to the entitled creditors or to be distributed as additional
quotas on the other creditors.

But the creditors who did not attend or it is impossible to be inferred, their amounts will be
deposited with the banks.

Deposit advice is considered a receipt.

Chapter Eight: in bankruptcy closure
Part One: closure of bankruptcy

Avrticle (1127)

Cases for closure of bankruptcy

Without prejudice to magistrate provision, closure of bankruptcy will be in the following
cases:

1. If any creditor did not apply for acceptance of his debt in the stated time for adjudication
of bankruptcy

2. When the creditors fulfill all their debts and annexes from the distributions as included in
the list or ended by any other method after settlement of the reward of the officer and any
other expenses for the procedures even it was before the final distribution.

3. After performing the final distribution.

4. If it is revealed that there is no expected benefit from continuation of bankruptcy
procedures for non sufficiency of assets.

Article (1128)

Decision for closure of bankruptcy

Closure of bankruptcy is announced by reasoned decision to be issued by the court of first
instance from its own or according the officer’s request or the bankrupt and will be published
with the means stipulated in article (1022).

Appealing from this decision should be submitted to the court of appeal during 15 days from
date of fixing on the board and the court will view it during a session held at the consultancy
chamber entity after the testimony of the appellant, the officer and the bankrupt.

Acrticle (1129)

Effects of the closure

The effects of bankruptcy on the assets of the bankrupt end with its closure and the entities
that are assigned with bankruptcy procedures will be ruled out.





The creditors’ right will be returned to pursue legal proceedings again against the debtor for
fulfillment of the remaining debts and annexes.

Acrticle (1130)

Cases in which the bankruptcy is reopened

In the cases stipulated in the 3rd and 4th paragraphs of article (1127), the court of first
instance may order to resume bankruptcy procedures which was previously closed during 5
years from closure decision according an application from the debtor or any creditor if
appeared funds for the bankrupt that are worth to proceed again or if the bankrupt submitted
a guarantee amounting at least 10% of the debts of the old and new creditors.

If the court accepted the application, it will issue while held at the consultancy chamber
entity a judgment which is not subject to appeal ordering the following:

1.To return the deputed judge and officer in their occupation or to re-appoint them. 2. To
specify the dates stipulated in paragraphs (4 and 5) of article (1021°) and to reduce it to the
half.

The deputed judge will nominate the creditors’ entity taking into consideration in selection
the new creditors and will adjudicate the judgment according article (1022). The provisions
of the previous chapters will be followed in respect of the remaining procedures.

Avrticle (1131)

The old and new creditors’ union

The creditors will be unified in the new distributions with their entitled amounts at the time
for resuming bankruptcy after deducting what they received in the previous distributions
taking into consideration the privilege rights on each case.

The provisions of articles (1102) to (1112) will be considered.

Article (1132)

Validity for commencement of dates

In case of inauguration of bankruptcy, the times established in provisions of articles (1070,
1072 and 1075) will be accounted from date of inauguration judgment in respect of the
proceeding concerning cancellation of business performed by the bankrupt after closure of
bankruptcy.

The actions without compensation that occur after closure of bankruptcy and before resuming
it will not be applied in creditors’ right.

Part Two: Magistrate

Acrticle (1133)

Who proposes magistrate

After issuance of the decision stipulated in article (1106), the bankrupt may offer magistrate
to his creditors with a petition that he submits to the deputed judge. The petition should
include statement of the percentage which is offered to the ordinary creditors, date of
payment, guarantees for fulfillment of debts, expenses for procedures and officer’s reward.
The officer will accept assignment of rescission proceedings in favor of whoever will comply
with fulfillment as a condition of magistrate within the limit of the proceedings which he
resumed.

But no assignment should be in favor of the bankrupt or his sponsors.





Article (1134)

Examining the proposal and notification of creditors

The judge will request the opinion of the officer and creditors’ entity in respect of magistrate.
If it is acceptable, he orders its notification to the creditors through registered mail or
approved communication means supported by the views and will specify at least 20 days and
not more than 30 days from date of the order for the creditors to announce non acceptance.
Announcement for non acceptance should be edited on the footnote of the notification itself.
Creditors’ votes should be recorded in special record to be signed by the judge and court’s
clerk.

The deputed judge may suspend the liquidation after the magistrate offer.

Magistrate proposal will be notified to common representative of holders of the loan bonds,
if any, and the time granted to the creditors to be doubled for submitting the announcement
for non acceptance to the clerks section of the court of first instance.

Acrticle (1135)

Magistrate in case of multiple creditors

If the notification established in the previous article is difficult due to multiplicity, the court
of first instance after the testimony of the representative of the general attorney and the
officer may permit the deputed judge to publish the proposal for magistrate according the
legally approved means and in other daily newspapers if necessary with the views of the
officer and creditors’ entity.

Acrticle (1136)

Voting on magistrate

1. The creditors who are included in the list of debts have right to vote on magistrate even if
they accepted it under reserve or temporarily.

2. The creditors whose debts are guaranteed by privilege or mortgage even if these
guarantees are disputed unless they assigned their right of privilege will have no right to vote.
3. The assignment may be partial, not less than one-third of the right claimed in full from the
actual and the annexes; this assignment should be explicit, otherwise, it will be considered
full assignment for guaranteeing the debt in total. The effects of assignment will terminate in
case of non acceptance of magistrate or non approval or invalidity or dissolution.

4. Debtor’s spouse, relatives and kin up to the 4th degree and assignees since one year or less
before judgment of adjudication of bankruptcy are prohibited from voting and from
calculation of majorities.

The right of voting is not consequent to debts transferred after adjudication of bankruptcy.

Acrticle (1137)

Approval of magistrate

The approval of magistrate is obtained if accepted by the majority multiplicity of creditors
who have voting right provided that this majority represents at least two-thirds of the value of
debts.

The creditors who did not announce their non acceptance during the time stated in article
(1134) are considered accepting the magistrate without prejudice to what is stipulated in the
2nd paragraph of the previous article.





Changes in the number of creditors included or the value of debts of each of them as a result
of judgment issued after due time stated in article (1134) will not affect calculation of
majority.

Acrticle (1138)

Approval session

If the specified time for voting expires and the two established majorities are not available,
the deputed judge will announce refusal of the proposed magistrate by decision to be
recorded in the footnote of the minutes stipulated in the 3rd paragraph of article (1134).
Otherwise, a decision is issued announcing inauguration of the approval session and its time
will be specified during a period not less than 15 days and not more than 30 days.

The decision will be published by the method of fixing.

The violating creditors and whoever has interest in that should object on the decision with
reasoned petition to be announced to the officer and bankrupt on condition they interfere in
the suit before at least 5 days preceding the date of session.

The judge in the session will listen to the testimony of the officer, the concerned parties, head
of creditors’ entity and bankrupt; and then will proceed with the procedures according the
provisions civil and commercial litigation law; and the session will be specified within a
period of 10 days.

The officer will lodge his report explaining the reasons and his final opinion with court’s
clerks section before 5 days of the session.

The creditors’ entity may also submit similar report.

Acrticle (1139)

Approval and refusal of magistrate

The court will rule in all protests with one judgment either approval or refusal after searching
the application and offered guarantees and after ascertaining the accuracy of procedures and
its compliance with the provisions of law concerning acceptance of magistrate.

The judgment approving magistrate will specify the method for settling due amounts to the
creditors for implementing magistrate or the deputed judge will issue subsequent decision in
this respect.

If real estate mortgages are submitted as guarantee for magistrate, the court when issuing
judgment for approval will specify a short term during which the officer will register these
mortgages.

The judgment will be published and fixed according article (1022).

The judgment will be temporarily implemented and if the judgment will not become final and
payment is due, the entitled amounts for magistrate should be deposited with one of the
banks.

Avrticle (11400

Appeal on judgment

The opponents and bankrupt may appeal on the issued judgment for approving or refusing
magistrate during 15 days from publication and the appeal will be announced to the officer,
bankrupt and the opponent parties.

The judgment will be published according the text of article (1022) and the time for appeal
will be reduced to the half from date of publication in this judgment before the high court.





The procedure of bankruptcy will be closed when the judgment for approving magistrate
becomes final.

Article (1141)
Attorney’s interference
The public attorney will interfere in the litigation elementarily and exceptionally.

Acrticle (1142)

Expenses for approval

The expenses for approving magistrate are settled from the cash amount of bankruptcy
according the decision of the deputed judge. If it is not available, the judge will order its
registration with the due debts.

The state’s treasury will refund the spent amount from the expenses for account of
bankruptcy and its entitlements according the provisions of article (1100).

Article (1143)

Officer’s statement of account

The officer should submit his statement of account according article (1125) when the
judgment for approving magistrate becomes final.

Avrticle (1144)

Effects of magistrate

The approved magistrate is obligatory to all creditors whose debts are before bankruptcy and
the creditors who did not submit application for acceptance of their debts but the guarantees
which are submitted by others for magistrate do not include their debts.

The creditors will reserve their proceedings in claiming their full right against those who are
bound in solidarity with the bankrupt, his sponsors and others bound through recourse.

Acrticle (1145)

Implementing magistrate

The deputed judge, officer and creditors’ entity will supervise fulfillment according the
methods stated in the judgment approval after approving magistrate.

The entitlements of the objectionable creditors or registered with condition or those who are
not inferred will be deposited according the methods specified by the deputed judge.

After ascertaining implementation of magistrate in full, the deputed judge will order removal
of restrictions on guarantees and cancellation of real estate mortgages which are submitted as
guarantees for magistrate.

The order will be published and fixed according article (1022) and the debtor will bear all the
expenses.

Avrticle (1146)

Rescission of magistrate

If guarantees are not submitted or if the bankrupt did not fulfill regularly his commitments
according magistrate conditions and texts of the judgment for approval, the officer should
inform the court of first instance. The court will order in the presence of the bankrupts and
his sponsors, if found, its judgment for rescission of magistrate. This judgment is not subject





to appeal and is issued in the consultancy chamber entity. The court will proceed with the
same procedure according an application of one or more creditors.

The court of first instance will inaugurate the procedures of bankruptcy according the
judgment for rescission of magistrate.

Rescission of magistrate is not applicable if one year expires after the due date of the last
installment decided in the magistrate and provisions of the article will not be applied if others
undertake fulfillment of debtor’s commitments that are consequent to the magistrate with
immediate absolution.

Avrticle (1147)

Invalidity of magistrate

The court may invalidate the approved magistrate according a petition to be raised by the
officer or any one of the creditors against the debtor if it is revealed that bankrupt’s debts
were exaggerated by fraudulence or concealment of assets.

Any other proceedings for invalidity will not be accepted.

The judgment for invalidity of magistrate includes temporary implementation which is
consequent to starting again the procedures of bankruptcy.

The proceedings of invalidity will be raised during 15 days from discovery of fraudulence
and in any case during a period not exceeding two years from the due date of the last
installment of the magistrate.

Avrticle (1148)

Procedures for inauguration of bankruptcy again

The provision for inauguration of bankruptcy in accordance with articles (1146 and 1147)
stipulates the necessary measures which are stipulated in the 2nd paragraph of article (1130)
and the subsequent paragraphs.

Acrticle (1149)

Effects of inauguration

Avrticles (1131 and 1132) organize the effect of inauguration.

Rescission proceedings suspended for the reason of magistrate will be renewed.

The preceding creditors will keep the guarantees at the extent of the amounts that they still
deserve according the magistrate which was invalidated or for its rescission and also they are
not obliged to refund what they received.

They will be unified with the other creditors for their actual debt after deduction of what hey
received for implementing partial magistrate.

Acrticle (1150)

Proposal of magistrate again

The debtor is allowed to propose again the magistrate when the list of debts is given power
for implementation and this magistrate will not be approved if the necessary amounts for
fulfillment totally as per the means specified by the deputed judge will not deposited before
the session that is specified for this purpose.





Chapter Nine: Civil rehabilitation

Article (1151)

Effects of rehabilitation

The court of first instance will decide rehabilitation in the cases stipulated in the subsequent
articles according the request of the debtor or his heirs with a judgment to be issued in the
consultancy chamber entity after the testimony of the public attorney.

The judgment stipulates cancellation of bankrupt’s name from the record stipulated in article
(1055) and the judgment will be notified to the trade register office for registration.
Termination of the condition for preventing the bankrupt’s disposal of funds arising from the
judgment for adjudication of bankruptcy will be consequent to the judgment for
rehabilitation.

Article (1152)

Conditions for rehabilitation

Bankrupt is rehabilitated in the following cases:

1. If fulfilled all debts in the list of debts including interest and expenses.

2. If fulfilled commitments in the magistrate and the court decided rehabilitation after
appreciating the reasons of bankruptcy, circumstances, conditions for magistrate and
percentage of value.  Rehabilitation is not justified if the established percentage for
settlement of rights of the ordinary creditors is less than 25% in addition to the interest and to
be settled with a period exceeding 6 months. 3. If demonstrated conclusive evidence on the
continuous good biography for at least 5 years from closure of bankruptcy.
4. 1f 10 years expired from announcement of closure of bankruptcy and the bankruptcy by
fraudulence was not a judgment without need for taking any procedure to rehabilitate the
bankrupt.

Acrticle (1153)

Procedures for rehabilitation

The petition for rehabilitation will be adjudicated by fixing on the court’s board of
announcements and the court may order to follow other means for adjudication.

Objection on rehabilitation may be lodged with the court’s clerks section during 30 days
from fixing it.

The debtor or his heirs or the public attorney may appeal this judgment during 15 days from
fixing it and the court held in the consultancy chamber entity will decide.

Article (1154)

Criminal penalties that prevent rehabilitation

Rehabilitation in any case will not be decided if governance on bankrupt was due to
bankruptcy by fraudulence or one of the crimes of funds or dishonesty or public economy or
industry or trade unless he obtained rehabilitation in respect of these crimes according
penalties law.

If there are procedures under process concerning any of these crimes, the court will suspend
rehabilitation until consideration of those criminal procedures.





Chapter Ten: Companies’ bankruptcy

Article (1155)

Managers, general managers, controllers and liquidators

The chairman and members of the board of directors, companies’ managers and liquidators
are subject to restrictions imposed on the bankrupt according article (1054) of this law and
should listen to them in all cases in which it is legally imposed to listen to the bankrupt.
Bankruptcy officer will conduct the proceedings against the chairman and members of the
board of directors, managers, general managers, liquidators, chairman and members of the
control authority and the external accounts auditor, if found, in respect of their
responsibilities stipulated in this law, when the deputed judge approves for him after listening
to creditors’ entity.

Article (1156)

Companies in which the partners have unlimited liability

In case of adjudication of bankruptcy of a commercial company, the partners will be liable by
solidarity for its debts with unlimited liability; adjudication of bankruptcy will also be
applied on those partners.

If it was revealed after governance of the company’s adjudication of bankruptcy that there
are other partners on whom the governance of the previous paragraph is applicable, the court
of first instance will adjudicate bankruptcy of those partners in accordance with the officer’s
application or from its own after listening to them in a session held at the consultancy
chamber entity.

The objection on court’s judgment will be accepted according article (1023).

Article (1157)

Bankruptcy of companies and partners

In the case stipulated in the previous article, the court of first instance will nominate a judge
and officer whether in respect of the company’s bankruptcy or partners’ bankruptcy but it
may nominate various entities for the creditors.

Company’s funds should be completely separated from partners’ funds.

The debts that are announced by company’s creditors in company’s bankruptcy are
considered as if fully announced in bankruptcy of each partner; and company’s creditor has
the right to participate in all distributions until his full right is fulfilled in consideration to
partners’ right of recourse on bankruptcies of each other to fulfill what they paid from their
shares of debts.

The partners’ personal creditors will be involved in bankruptcy of the partners’ debtors.

Each creditor may object on the debts of the creditors who are unified with him.

Avrticle (1158)

Bankruptcy of partners

Company’s bankruptcy is not consequent to bankruptcy of one partner or more partners of
unlimited liability.





Avrticle (1159)

Settlement of shares and quotas

In bankruptcy of companies in which the responsibility of partners is limited, the deputed
judge may authorize the partners of limited liability and preceding holders of quotas or
shareholders to fulfill the remaining installments even if it is not due by decision issued upon
presentation of the bankruptcy officer.

Acrticle (1160)

Cooperative companies

In case of a cooperative company’s bankruptcy, the additional responsibility of partners will
be limited or unlimited; the deputed judge after issuance of the decision stipulated in article
(1106) may permit the officer to claim from partners payment of the necessary amounts to
settle the debts in accordance with the stipulations concerning partners’ liability and share in
profits and losses.

The quotas of partners who are unable for fulfillment will be born by the other partners.

The officer will prepare a statement for distribution to be lodged with court’s clerks section
and will inform the partners with registered letters with accompanied receipt or legally
approved communication means.

Any partner who wants to submit remarks or whatever appeals even if it concerns the
description of the partner or extent of his responsibility should lodge his objection to the
court’s clerks section during 40 days from lodging the statement for distribution.

The deputed judge will make the necessary changes and amendments in this statement after
the testimony of the officer and to take into consideration the remarks and appeals.

The statement for distribution will become effective with the decision to be issued by the
judge and will be lodged with the clerks section and the concerned will be allowed to review
it.

Whoever appeals on the extent of responsibility or the description of one of the partners may
object to the officer before the court of first instance during 15 days from lodging the
statement for distribution with the clerks section.

The objection will not suspend implementation of the statement for distribution even in the
right of the objector; and in other cases the grievance will be raised according article (1031).
If it is revealed that it is impossible to fulfill some of the quotas included in the statement for
distribution, an additional statement may be set according the provisions of the previous
paragraphs without prejudice to the claim for recourse between partners and the right for
recovery of the remaining amounts after fulfillment of the debts.

The deputed judge may order at any time to detain the funds of the partners themselves
according the officer’s proposal to guarantee fulfillment of partners’ quotas.

Acrticle (1161)

Proposal of magistrate

The legal representative will sign the proposal of magistrate on behalf of the bankrupt
company.

A number of partners representing the absolute majority of capital should agree on the
proposal and its conditions in Tadamon companies and Bassita companies.

But in respect of partnership companies, Tawssiyah by shares companies, Limited Liability
companies and Limited Liability Cooperative companies, the extra ordinary general





assembly should agree unless these authorities are assigned to the board of directors and
managers.

Article (1162)

The effect of magistrate in respect of the company

The magistrate of the commercial company in which the liability of the partners by solidarity
is unlimited and their bankruptcy will end unless it was agreed otherwise. The partners’
personal creditors may object for closure of bankruptcy of the partner’s debtor according the
text of the 4th paragraph of article (1138).

The court of first instance will decide in respect of the objection with final judgment to be
issued in the consultancy chamber entity.

Article (1163)

Magistrate concerning the partner

Any partner who adjudicated bankruptcy as the result of bankruptcy of a commercial
company in which the liability of partners by solidarity is unlimited may offer magistrate to
company’s creditors and his creditors jointly in his private bankruptcy.

Chapter Eleven: Brief Procedure

Avrticle (1164)

Applicable conditions and rules

If it is revealed that when a judgment for adjudication of bankruptcy or due to investigation
of validity of debts that the liabilities of the debtor do not exceed LD.50,000,- and the court
ordered adjudication of bankruptcy or with subsequent decision to be published according
article (1022) that bankruptcy to be carried or to continue with brief procedure; and if it is
revealed at a second stage that the value of debts exceeded LD.50,000.- , the judge should
inform the court of first instance which will order to proceed with bankruptcy according the
normal rules without prejudice to the procedures carried out.

The provisions of bankruptcy within the limit that does not contradict the following
provisions will be applied on the brief procedure.

Article (1165)

Institutions and precautionary procedures

The skills of the deputed judge may be assigned to the magistrate for the entity in which the
head quarter of the bankrupt’s work is located at its area of its jurisdiction and appointment
of creditors; entity will be optional and stamps may not be set.

Acrticle (1166)

Examining debts

The officer will prepare statement of creditors extracted from the books, commercial
documents, testimony of the debtor and other information which he obtained and will submit
this statement with the justifying documents to the deputed judge who will prepare list of
creditors and he will order its implementation and to be lodged with clerks section so that
they allow its review.

The officer will announce each creditor with what concerns him by registered letter with
acknowledgement of receipt or any other legally approved communication means during 3





days. The creditors who were not included in the list of debts may submit their protest for
prohibition during the same period; protest may be also on debts of other creditors included
in the list.

The judge will specify time of the session to consider the protests and grievances and he
should try to resolve the disputes amicably, otherwise, he will decide with one judgment.

Acrticle (1167)

Petitions for recovery of movables, returning it and separation from each other

The provisions of the previous article will also be applied in respect of recovery of movables
which are under custody of the bankrupt or returning it or separation from each other.

Avrticle (1168)

Magistrate

The proposal for magistrate is considered acceptable with the majority of creditors who have
selection right of number and value.

The judge’s judgment with magistrate will be after validation of the majority state in the
previous paragraph when appropriate and he orders its implementation.

Chapter Twelve: Penalties
Part One: Crimes committed by the bankrupt

Avrticle (1169)
Bankruptcy by fraud
Imprisonment penalty for a period not exceeding 5 years will be imposed on each trader who
adjudicated bankruptcy and it was revealed that:
1. Purloining all or part of his funds or concealed it or dashed it or disposed it
impractically or executed it or accrued debts that are not existing or declared it to

harm his creditors

2. Concealed his documents or other commercial books or damaged it or caused
total or partial fraud to obtain illegal profit for himself or others or for the purpose
of harming his creditors or kept the correspondence and accounts in a way that it
is practically impossible to control his assets and funds or to be aware of his
activity.

The same penalty will be imposed on the trader who adjudicated bankruptcy and
committed during bankruptcy procedures one of the deeds stipulated in item (1) or
concealed his accountancy books and documents or executed it or there is fraud in books.
Penalty of imprisonment for a period not less than 6 months will be imposed on each
bankrupt who paid the debts of some of the creditors or granted them privileges to harm
the others whether during the bankruptcy or during the period of uncertainty.

The issued judgment in one of the crimes stipulated in this article will be consequent to
non eligibility of the convicted to resume any commercial activity or to be in charge of a
post of manager in any corporation for a period ranging from two to ten years without
prejudice to any other penalty that is stipulated in penalties law.





Article (1170)

Negligence bankruptcy

Without prejudice to the stipulations of the previous article, the penalty for a period for a

period not exceeding one year will be imposed on each trader who adjudicated

bankruptcy and it was revealed that he performed one of the following deeds:

1. He spent for personal or family excessive amounts which are not commensurable
with his economic status

2. He consumed a big part of his funds in different gambling operations
3. Performed unacceptable operations for delaying adjudication of bankruptcy
4. Increased insolvency and disruption of movement of his business with his

negligence in applying for adjudication of bankruptcy or with another grave error

5. He did not fulfill the commitments undertaken in a previous protective magistrate
or bankruptcy

The same penalty will be imposed on the bankrupt who did not keep his books and
commercial correspondence in a regular way during the three years preceding his bankruptcy
or from date of commencement of work if less than that.

Non eligibility to resume commercial activity or to be in charge of a post of manager in any
corporation for a period of two years will be consequent to the previous judgment stipulated
in this article.

Avrticle (1171)

Circumstances for more severe penalty and its reduction

The penalties established in the two previous articles will be more severe with an extend not
exceeding the half if caused serious damages for committing the deeds stipulated in these
articles or the offender is prohibited from performing any commercial activity in accordance
with the law.

But if a slight financial damage is consequent to the deeds stipulated in the first paragraph,
the penalty is reduced to one-third.

Article (1172)

Exceptional case

Penalty of imprisonment for a period not exceeding one year and a fine not less than
LD.100.- and not more than LD.1,000.- or one of the two penalties each trader who included
in the list of debts non existing creditors or neglected announcement of availability of funds
for entry in the inventory or did not consider the restrictions imposed on him according
stipulations of paragraph (3) of articles (1021 and 1054).

Article (1173)

Reduction of penalty in respect of brief bankruptcy

If the brief procedure is applied on the bankruptcy, the established penalties of this chapter
will be reduced to one-third.





Avrticle (1174)

Bankruptcy of companies

In bankruptcy of Tadamon companies and Tawssitah Bassita companies, the provisions of
this chapter on deeds performed by partners under solidarity and working partners will be
applied.

Part Two: Crimes which are committed by non bankrupt

Acrticle (1175)

Fraudulent crimes

The provisions of article (1169) will be applied on the chairman and members of the board of
directors, managers, general managers, president and members of the control authority,
external accounts auditor (if any) and company’s liquidator for adjudication of bankruptcy if
they committed one of the deeds stipulated in the mentioned article.

The same penalty will be imposed if they caused fraudulence or other fraudulent means in
company’s bankruptcy.

Acrticle (1176)
Questioning the managers
The penalty stipulated in article (1170) will be applied on the chairman and members of the
board of directors, managers and general managers, president and members of the control
authority, controllers, external account auditor if found and liquidator of the company that its
bankruptcy was adjudicated:

1. If they committed one of the deeds stipulated in the mentioned article.

2. If they caused insolvency of the company or overwhelmed it or increased the
hardness of this disruption by not performing their duties imposed by law.

Article (1177)

Crimes committed by company’s managers and liquidators

The penalties stipulated in article (1172) will be applied on the managers of the company
which its bankruptcy is adjudicated as well as general managers and liquidators if they
committed one of the deeds stipulated in that article.

Avrticle (1178)

Crimes which are committed by the commercial representative

The penalties stipulated in articles (1170 and 1172) will be applied on the commercial
representative of the trader who adjudicated bankruptcy if he committed one of the deeds
stated in it.

Avrticle (1179)
Crimes which are committed by the officer
Without prejudice to any other more severe penalty, a fine of at least LD. 1,000.- and not
more than L.D 5,000.- will be imposed on each officer who obtained a personal benefit
directly or through another person from any business of the bankruptcy or as a result of
artificial work carried out unless the committed deed is subject to the penalties according
the provisions of the penalty law in respect of public employees.





Article (1180)

Receiving a reward which is not deserved

A fine ranging between LD. 100.- and LD. 500.- will be imposed on each officer in
bankruptcy for receiving cash reward or by any other mean or spent more than what the
court of first instance or the deputed judge has estimated.

In cases of extreme danger, the judgment may stipulate his prohibition from work as
judicial expert for a period of at least two years.

Article (1181)

Officer’s refusal to deliver or deposit funds

Any officer who have under his custody amounts or other things concerning bankruptcy
and did not obey judge’s order to deliver or deposit it will be imprisoned for a period that
does not exceed two years and a fine not exceeding LD. 1,000.-.

If the deed is due to an error, the penalty will be imprisonment for a period not exceeding
6 months or a fine not exceeding LD. 1,000.-.

Article (1182)

Application of penalty on officer’s assistants

Provisions of article (1179, 1180 and 1181) will also be applied on the persons who
assisted the officer in managing the affairs of bankruptcy.

Article (1183)

Inclusion in creditors’ list by fraudulence

A fine not exceeding LD. 3,000.- will be imposed on every one who submitted a petition

for acceptance among creditors of debt by fraudulence whether himself or by another

person unless he is a person in the bankruptcy by fraudulence.

If the petition is withdrawn before investigating the debts, the penalty is reduced to the

half.

The penalty of imprisonment for a period not exceeding 5 years will be imposed on the

person who:

1. Concealed funds of the bankrupt or received it or mentioned unreal fact after
adjudication of bankruptcy unless he is considered as partner in the bankruptcy by
fraudulence.

2. Concealed or received goods or other funds of the bankrupt with the knowledge
of the insolvency and disruption of activity as well as the person who buys such
funds with cheap price compared with the actual value when the bankruptcy has
actually occurred.





Avrticle (1184)

Rigging with votes

A fine for at least LD. 1,000.- and not exceeding LD. 3,000.- will be imposed on each
creditor who agreed with the bankrupt or other against a private benefit to give his vote in
favor of the bankrupt in decisions of creditors’ entity.

The amounts or things that the creditor obtained will be confiscated.

The same penalty will be imposed on the bankrupt and the person who agreed with the
creditor in favor of the bankrupt.

Avrticle (1185)

Exercising commercial activity during prohibition

A fine of at least LD. 1,000.- and not exceeding LD.3,000.- will be imposed for exercising
commercial activity despite his non eligibility as a result of criminal judgment stipulated in
this book.

Part Three: applicable provisions in protective magistrate

Acrticle (1186)

Crimes which will be committed in protective magistrate

A fine of at least LD. 1,000.- and not exceeding LD. 3,000.- will be imposed on each trader
who claimed for himself funds or rights which are not existing for the purpose of obtaining
acceptance in the protective magistrate and also if created debts which are not existing for the
purpose of forming majorities.

In case of protective magistrate for companies, the penalty will be applied on each of the
chairman and members of the board of directors, managers, general managers, president and
members of the control authority, controllers, external accounts auditor and the liquidator.
The same penalty will be applied on the approved agent, controller of the protective
magistrate and the creditors stipulated in article (1184).

Part Four: provisions concerning the procedures

Avrticle (1187)

Institution of proceedings

Criminal proceedings will be instituted on crimes which are stipulated in articles (1169,
1170, 1175 and 1176) after notification of the judgment for adjudication of bankruptcy
according article (1022).

Institution of proceedings may be before that time in case which is stipulated in article (1014)
and in other cases in which appear dangerous reasons when it preceded submission of
application for adjudication of bankruptcy or submission at the same time.

Avrticle (1188)

The right to claim compensation

The officer and judicial controller may include in the suit claiming civil rights in the
procedures of claims concerning crimes which are stipulated in this chapter against the
bankrupt also.





Avrticle (1189)

Compensation right of creditors

The creditors have the right of claiming civil rights and compensation for harm in the
criminal proceeding for bankruptcy by fraudulence if the officer or judicial controller did not
institute that or they intended to institute proceeding concerning personal rights.

Acrticle (1190)

Effects of civil rehabilitation

The consequences of civil rehabilitation of the bankrupt are termination of the bankruptcy
crime with negligence and if there was criminal judgment, its implementation will be
suspended and its effects are terminated.






Law No. 23 for 2010 concerning commercial activity
Book Ten

Marks and commercial data

Section One
Trade Marks
Chapter One: General Provisions

Acrticle (1228)

Identification

The trade mark is what distinguishes a product or service from another; it includes
particularly the names which take a distinguished form, signatures, words, letters,
numbers, drawings and symbols, commercial names, stamps, seals, photos, inscriptions
and collection of colors that configure a distinguished form.

The trade mark may be composed of more than on item from the mentioned items and
the mark may be audio.

Article (1229)

Establishing the right of property

Whoever registers a trade mark is considered its owner rather than others according this
section and he has the right of monopolizing and using products o

r commodities or services that the mark was registered for its sake. It will always have
the right in all procedures including the necessary reserve for protecting the trade mark.
Ownership of the mark should not be litigated if used continuously at least 5 years from
dated of its registration without litigation in its respect by the person who registered it.

Avrticle (1230)

Trade marks’ office

An office will be established in the competent sector to be named trade marks’ office
for accepting applications, keeping records and granting certificates prove registration
according the provisions of this section.

Article (1231)

The right of registering the mark

Each ordinary person or corporate and the companies in the stage of establishment have
the right to submit application for registering a trade mark to trade marks’ office
according the provisions of this section.

This right is also evidenced to the foreigners who have a center for their actual activity
in any member countries of the international organization for intellectual property or
the country which deals with Libya with reciprocity.

Article (1232)
Registration contraindications
The following will not be registered as trade mark or as an element of it:





1. The marks which are free from any distinguished feature or composed of
expressions or data which are only for nomination that the tradition uses on the
products or the drawing or its normal photos.

2. The marks which were previously registered or which were similar as well as logos
and trade marks owned by others or it is proved counterfeited or forged.

3. The marks which are immoral or violating the public system

4. Public logos, media and other special symbols of the state or other countries or
provisional or international organizations and any other imitation.

5. Marks which are identical or similar to the symbols of religious nature.

6. Symbols of the red-crescent or the red-cross or other similar symbols and the marks
that will be imitated.

7. Names and photos of others unless agreed on it use.

8. Data concerning honors degrees which registration’s applicant did not prove that it
is obtained.

9. Geographical names and indications which mislead others or causes confusion or
which include false data on the resource of commodities and services or on its other
features.

10. Marks and official stamps of countries which treat Libya the same treatment and
which concern its control on commaodities and services or its warranty in case the trade
mark which includes those marks and stamps will be used in commodities and services
of the same kind or from similar kind.

Article (1233)

Historical landmarks

The engineering drawings of buildings and other historical landmarks as well as the
different technical works should not have trade mark without permission from the
owner of the right.

If the engineering drawing is a historical landmark which have the advantage of fame
relates to the source of commaodity or service, any person may use it as a mark provided
that is amended to enable it to be distinguished from other marks which bear the same
historical landmark.

Article (1234)

The famous mark

The mark is considered famous if it reminds the public with the product or service
which it represents even they were its customers.

But if the mark is known between its customers only, it will not be a famous mark.

Acrticle (1235)

Protection of the famous mark

The famous mark in Libya is protected for its owner even if not legally filed and he
may object for being filed or will request invalidation of registration of a mark to be
similar to it during 5 years from date of filing the mark if that was in good faith.

He may claim compensation from harm arising from illegal competition; criminal
proceeding is commenced on condition of the forgery of the famous mark or its
imitation in bad faith while filing it according the provisions of law in Libya.





Avrticle (1236)

Refusal of registration

Trade marks office will refuse registration of a mark which is identical to a famous
mark.

The same provision is applied on registration applications of commodities or services
that are not similar to those utilized for distinguishing the famous mark if utilization of
the mark on commaodities and services which are not similar will compel others to
believe that there is a relation between the owner of the famous mark and those
commodities and services.

Article (1237)

Collective Mark

Any corporate body or collective entity can file a collective trade mark that
distinguishes a product or service for collective persons if all of them have not a private
commercial activity and each member in this entity have the right to use the collective
mark.

The collective mark will be registered after this entity will specify the conditions
organizing the joint utilization particularly in respect of guaranteeing the type of
product, rights and commitments of members and penalties consequent to the
utilization of the collective trade mark without considering the agreed upon conditions.

Article (1238)

Quality mark

The licensed parties from the competent authorities for exercising control of products
or its inspection should register marks concerning evidence of the control procedure or
inspection of the products in respect of its source or components or method of its
production or its features or actuality or any other speciality to distinguish it.

The owner of the mark permits others to use it according the conditions which he
specifies and he has also the right to withdraw it and its use after withdrawal is
considered illegal. The provisions stipulated in this book will be applied on the
offender.

Article (1239)

Interrelated marks

If the marks owned by one person are identical or similar and specialized for the goods
or products from the same type or from identical type, the marks will be considered
interrelated.

The interrelation includes the mark and its elements which have distinguished features
which require registration separately.

Chapter Two: Procedures for registration, publicity and cancellation

Acrticle (1240)

Registration’s application

Application for registration of marks is submitted to trade mark office according the
legally established status and conditions.





Article (1241)

Extent of registration

Registration of a mark for one category or more of the categories of products or
services is in accordance with this section.

Article (1242)

The scope of the mark

The legal protection of the mark includes the products and services mentioned in the
application for filing as well as the similar products and services.

The products and services are considered similar if converged to its function or its use
or the public will have the impression that it is from the same source.

Article (1243)

Priority for registration

If an application for registration of any mark is filed in any member country of the
members of the international organization of intellectual property or which treat Libya
with reciprocity, the applicant during the six months subsequent to date for submission
of application may apply to the trade marks office in Libya with similar application
concerning the same mark and will be applicable on the same products and services
which are included in the previous application according the conditions and status
stipulated in this section and the executive rules stipulated in article (1270); and in this
case priority will be in accordance with the date of submission of the first application in
the foreign country.

Article (1244)

Multiple applications for registration

If two persons or more applied for registration of the same mark or similar marks on
one category of products or services at the same time, the procedures will be suspended
until one of them submits a formal waiver from the persons in dispute or enforceable
provision possessing the strength of res adjudicate.

Acrticle (1245)

Additional conditions

The trade marks office should decide any necessary restrictions and amendment to
demonstrate and clarify the mark to avoid confusion with any other registered mark or
an application for its registration is filed.

In case of refusal or acceptance pending a condition, the office should notify the
applicant in writing during 30 days from date of issuance with registered letter for
reasons stating the facts concerning the facts for that.

If the applicant did not implement the conditions of the office during 6 months, he is
considered that he assigns his request.

Avrticle (1246)

Grievance from decision

The applicant my appeal from the decision of the trade marks office during 30 days
from date of notification and this duration is applied even if the applicant refrained
from receiving the notification.





A committee which is formed by the competent secretary will consider the grievances
and appeals on its decisions will be before the administrative judicial departments in the
courts of appeal.

The executive rules stipulated in article (1270) will specify the bases for forming the
committee and the procedures for submitting appeals and its consideration.

Acrticle (1247)

Publication of the mark

The trade marks registration office in case of acceptance of the mark should publish it
according the provisions of this section.

Any body who has interest may object on registering the mark with notification to be
directed to the trade marks office including the reasons for objection on the time
specified in the executive rules stipulated in article (1270).

The office should notify the applicant with copy of the letter during the period specified
in the executive rules stipulated in article (1270), otherwise he is considered that he
assigns his request.

The office will issue decision on the objection referred to in the second paragraph of
this article after the testimony of the disputed parties; and may include in the decision
for acceptance the necessary conditions for registration of the mark.

Appeal on the office’s decision may be before the administrative judicial departments
in the courts of appeal.

Acrticle (1248)

Registration of mark

The office will issue decision for registering the mark and registration will be effective
from date of submission of the application.

The registration should be published according the method established in the executive
rules stipulated in article (1270).

Avrticle (1249)

Certificate of registration of mark

The office grants the owner of the registered mark a certificate with the following data:
1. The sequence number of the mark,

2. Date of application and date of registration

3. The commercial name or name and surname of the owner of the mark, place of
residence and nationality

4. ldentical copy of the mark

5. Statement of products or services for which the mark is assigned

Atrticle (1250)

Amendments in the mark

The owner of the registered mark may request any amendment to the mark which does
not affect its essential identity fundamentally.

He may also request any amendment by omission without addition on the details of the
product concerning the mark. The decision is issued for acceptance or refusal of the
amendment according the established conditions of decisions for acceptance of the





original registration. The provisions established for objection, grievance, appeal and
publication of these decisions will be applied in this respect.

Article (1251)

Seeing the mark

Each person may request to view the registered marks or to obtain extracts or copies
according the rules, procedures and fees which are specified in the executive rules
stipulated in article (1270).

Chapter Three: Disposal of the brand (mark)

Article (1252)

Disposal of the mark independently

Ownership of the brand may be transferred or mortgaged or the right of utilization is
established or detained with the commercial place or the activity’s project that utilizes
the mark in distinguishing products and services or without it.

In case the mark is individually transferred, the transferrer and transferee should take
the necessary procedures to protect the other with the means stated in the executive
rules.

Article (1253)

Extent of action

Disposal of ownership of the commercial place or activity’s project includes the
registered marks in the name of the person who transferred ownership that can be
considered of close interrelation with the place or project unless agreed otherwise.

If the ownership of the commercial place or project without the mark, the person who
transferred ownership may continue producing the same products that the mark was
registered for its sake and to trade in it unless agreed otherwise.

Avrticle (1254)

Partial transfer

In cases in which the mark is transferred to others, the transference should not be partial
or related with some products or service which the transferred mark includes without
the other part on the same category or similar category.

Transfer should not be geographically specified but transfer should include all the
state’s region.

Acrticle (1255)

Amount for transfer of the mark

A specified amount or specific percentage from the volume of dealings should be
against transfer of the mark or its substitution and the two parties are free to specify
payment on installments or one time.

The transfer contract and exploitation of mark organizes the method of organization of
its additional value after termination of the contract between the two parties.





Article (1256)

Argumentation

Ownership transfer of mark or establishing the right of utilization or its mortgage will
have no argument on others except after indication in the register and its publication
with the methods established in the executive rules of this law.

Acrticle (1257)

Period for protection

The period for protection is consequent to registration of the mark for 10 years and it is
extended for a period or similar periods according the request of the concerned in each
time during the last year of the period for protection.

The concerned may submit an application to renew the period of protection after expiry
of that period with maximum 6 months; otherwise, the trade marks office will cancel it.
The trade mark may be re-registered to its owner and not others after its cancellation
during 3 years from date of cancellation according to the status and with the same
procedures established for registration.

Acrticle (1258)

Cancellation of mark

The court of first instance will order cancellation of the mark in accordance with an
application of the concerned if it proves that the mark was not utilized seriously for a
period of 5 consecutive years except if the owner of the mark submitted justification
that it was not utilized.

The mark should not be re- registered except after 3 years from date of cancellation.

Acrticle (1259)

Re-registration

The mark may be registered to owner’s right immediately after cancellation if its
cancellation was for implementing a final judicial provision for its registration without
justification.

Acrticle (1260)

Registration in bad faith

If the mark was registered in bad faith such as exploitation of previous dealing relations
between the concerned or anticipated the results of negotiations between them, the
owner will claim cancellation.

Acrticle (1261)

Publication of cancellation and renewal

Cancellation or renewal of registration will be published according the method
established in the executive rules of this law.

Article (1262)

Registration corrections

The court of first instance according an application of the concerned will judge addition
of any data that he omitted to record in the register or recorded erroneously or by





omission or amendment of any data stated in the register if it was not identical to
reality.

Trade marks office should issue order from the judge of urgent issues to make the
corrections stated in the previous paragraph.

Chapter Four
Penalties

Acrticle (1263)

Forgery of mark

Imprisonment for a period not exceeding two years and a fine of not less than LD.
1,000 and not more than LD. 10,000 or one of the two penalties will be imposed for the
following deeds:

1. For forgery of the mark that was registered in accordance with law.

2. To set on his products a mark that is owned by others in bad faith.

3. To sell or offer for sale or circulation or possessed for the purpose of selling or
imported for the purpose of trading a forged mark or products on which there is forged
mark and he is aware of that.

Avrticle (1264)

Imitation of the mark

The same penalty in the previous article will be imposed for imitating a registered trade
mark or for using it.

Acrticle (1265)

Precautionary procedures

Owner of the mark or whoever has right of its disposal or utilization at any time even
before any civil or criminal proceedings may obtain an order to be issued from the court
of first instance for proceeding with the necessary precautionary procedures according a
petition supported with an official certificate proving registration of the mark,
particularly the following:

1. To prepare detailed record of inventory for machinery and tools used or may be used
in the commission of crime and products or goods or addresses of the shops or the
covers or papers or others which were put on the mark which is subject of the crime as
well as imported goods from abroad.

2. Detention of the mentioned things in the previous item provided that detention will
be after the applicant submits a guarantee to be estimated by the judge primarily for
compensation of the arrested in necessity. Adequacy of guarantee provided by the
barrier may be disputed after detention according the provisions stipulated in the civil
and commercial litigation law.

Avrticle (1266)

Deputation of expert

The issued order from the judge may include deputation of one expert or more to assist
the process server in his work and the precautionary procedures taken by the owner will
be considered null and void if not followed by a civil or criminal action against the





person on whom the procedures were taken, during 10 consecutive days from issuance
of the order taking into account the dates of the distance.

Article (1267)

Compensation of the defendant

The defendant declares his claim to the barrier and to court’s clerks section in which the
guarantee in the application of compensation is deposited during 90 days commencing
as from expiry of the period stipulated in article (1266) if the barrier did not pursue
legal proceedings or from date of issuance of the final judgment in detention
proceedings concerning the mark.

In both case the guarantee will not be paid to the barrier except after issuance of the
final judgment in defendant’s proceedings or after expiry of the established period for
pursuing this proceeding without pursuing it unless the issued judgment in the detention
proceedings includes a decision in the issue of the guarantee.

Acrticle (1268)

Judgment for confiscation or destruction

The court in any civil or criminal proceeding may judge confiscation of detained things
or which are detained after deduction of its value from compensations or fines or to
dispose it in any method that the court sees suitable; and the court may also order
publication of the judgment in one newspaper or more on the expense of the convicted.
It may also order destruction of the illegal marks or when necessary destruction of
products, covers, packing equipments, addresses of shops and other things which bear
those marks as well as the machinery and tools which were used particularly in the
operation of forgery or imitation and it will order all the mentioned even in case of
acquittal.

Chapter Five
Final provisions

Avrticle (1269)

Character of the judicial control officer

The employees of the competent authority who were nominated by decision issued by
GPC will have the character of the judicial controller officer to prove the committed
crimes stipulated in this law and the relative issued rules.

Article (1270)

The executive rules organizing trade marks

The executive rules organizing trade marks are issued by the competent authority to
state the detailed provisions, particularly the following:

1. Organizing an office for registration of trade marks and keeping a special register

2. The status and conditions concerning the administrative procedures

3. Division of products or services for the purpose of registration in categories
according its type and sex

4. The status and conditions concerning publication which is stipulated in this section
5. Fees concerning delivery of copies, certificates and other established fees

6. Statement of different procedures stipulated in this section





Article (1271)

Temporary protection

Temporary protection is granted to the mark put on exhibited products in national or
international fairs; extension of the period stipulated in article (1257) of this section is
not consequent to that protection.

The executive rules stipulated in article (1270) will specify the conditions, status and
procedures for granting that mark.

Section Two
Commercial data

Chapter One: Provisions of the commercial data

Article (1272)

Elements of the commercial data

In applying the provisions of this section, the commercial data is considered any data
that concerns directly or indirectly the following:

1. Number of products or its quantity or size or weight or capacity or date of
production or extent of validity

2. The entity or the state in which it was manufactured or produced

3. Method of manufacture or production

4. The elements in it composition

5. Name or character of the manufacturer or producer

6. Presence of patents or other rights of intellectual property or any characteristics or
gifts or commercial or industrial characteristics

7. Name or shape or identity number with which some products are usually known

Acrticle (1273)

Matching data

The commercial data should be matching the fact in all aspects whether the data was
placed on the same products or one shop or warehouse or on it or its addresses or
covers or invoices or letters or advertising means or otherwise in exhibiting products
for the public.

In all cases the following data should be mentioned:

1. Name of produce or importer of the commodity

2. Address for communication

3. Country of origin

Article (1274)

Prevention of misleading the public

Name of seller or his address should not be put on products imported from a state
which did not manufacture or produce the product unless it is coupled with accurate
data written in clear letters about the state or the entity in which it is manufactured or
produced.

The persons who are residents in a famous entity specialized in production or
manufacturing of some products and who are trading in similar products from other





entity should not put their marks on it with a view to mislead the public in respect of
the origin of that products even if the marks do not include names of those persons or
their addresses unless the necessary arrangements were taken to prevent confusion.

Article (1275)

Cases in the presence of more than one factory for one manufacturer

The manufacturer should not use the entity’s name in which his main factory exists for
what he produces for his account from products in other entity unless this name is
coupled with the data of the last entity to avoid any confusion.

Article (1276)

Utilization of geographical names

Geographical names which became general words indicating commercial terminology
of produced sex and not of its source may be launched on some products.

Article (1277)

Utilization of features

The features such as medals or certificates or awards, or honorary degrees of any kind
whether acquired from fairs or competitions or granted by presidents of countries or
countries or public institutions or bodies of scientists or scientific associations should
not be mentioned except in respect of the products to which these features were applied
and in respect of the persons and the commercial names which were acquired or to
whom rights were devolved and this should include correct data with its date, type, fairs
or competitions in which it has been granted.

Whoever participates with others in exhibiting his products should not use the features
which were awarded to the joint exhibits for his private products unless the origin of
that features and its type is clearly stated.

Chapter Two: value of products

Avrticle (1278)

The factors for estimating the value of products

If the amount of products or its size or capacity or weight or country of origin or the
elements of its composition or date of production or extent of its validity or name or
characteristic of the manufacturer or producer is one of the factors for estimating its
value, the competent secretary may issue decision preventing import of these products
or selling it or exhibiting for sale unless it bears a data or more from these data; and this
decision will specify the method for putting these data on the products and the
procedures for replacement when there is no possibility provided that these data should
be written in the Arabic language.

Atrticle (1279)

Products that are related with health and environment

If the commodities or products have an effect or relation with human health or animal
or environment in accordance with what is specified by the competent control
authorities, the data concerning the elements of its composition should include the
following:





1. To mention these elements and percentage

2. Data whether the commodity was genetically modified or it contains anything from
that.

3. Data whether the commodity contains materials that constitute a specific seriousness
and the extent of its seriousness.

4. Data whether the commaodity was treated by radiation.

Acrticle (1280)

Penalties

Imprisonment for a period not exceeding one year and a fine not less than LD.1,000 and
not more than LD.5,000 or with one of the two penalties will be imposed for violating
the provisions of articles (1273, 1274, 1275, 1277 and 1279); and in case of repetition,
the judgment will be with penalty of imprisonment and to publish the judgment or to
label it and to close the factory or commercial place for a period not less than 15 days
and not more than 6 months; and in all cases, confiscation of the infringing goods.

Acrticle (1281)

Judicial control officers

The employees who are nominated by GPC decision have the characters of judicial
control officers to prove the committed crimes stipulated in this book.





