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What are the usual forms of leases?
Industrial leases
Commercial office leases
Retail leases
Residential leases
Development leases/ground leases
Are lease provisions regulated or freely negotiable?
Leasing Law no. 27 of 2014, as amended by Law no. 10 of 2020 and Law no. 13 of 2020 (the “Leasing Law”), governs all leases in the Kingdom of Bahrain with the exception of leases of agricultural land, hospitality and tourism, and industrial lands subject to Law no. 28 of 1999 and leases of furnished apartments with a term of one month or less.
The Leasing Law does not specify any form that a lease should follow but it requires it to be in writing and registered a month after signing taking into consideration that any subsequent amendments to the lease must also be registered. Registered leases take priority over a non-registered lease in the event of a conflict and also give access to the leasing disputes committee (the “Committee”). However, the Leasing Law does impose several default positions that apply unless agreed otherwise in the lease.
The Leasing Law specifies key elements that need to be in any lease agreement such as a:
Defined lease term – otherwise it shall be presumed to expire when the rent is due.
Specified rent – otherwise it shall be presumed to be a similar rent of similar properties taking into account the condition of the property, purpose and nearby area.
Specified purpose - otherwise the lease shall not be registrable.
In addition, for residential leases the security deposit may not exceed three months’ rent.
Is there a maximum term for leases? Can these be extended?
With the exception of industrial leases, there is no limitation on the duration of that period, i.e., the term of the lease, so long as a term is specified. There are no restrictions on extension or renewal of the term of a lease, other than for industrial leases.
What are the usual lease terms?
Development leases/ground leases and industrial leases are usually for terms of between 15 and 25 years with no more than one option to renew. Commercial office leases are typically for a term of between two and five years with further options to renew subject to upward rent review, although several A-Grade office buildings have entered into leases with tenants for 10-year terms. Retail and residential leases are usually for one-year terms with the option to renew for further terms of one year each.
Are there instances where tenants may demand an extension of the lease?
The default position where a lease is silent on the matter is that a tenant may renew a residential lease with a term less than three years up to a maximum of three years and any other lease with a term less than seven years up to a maximum of seven years. The tenant must notify the landlord of its intention to renew three months before the end of the term. Moreover, the landlord cannot ask the tenant to vacate a residential property before the third anniversary of the lease or any other property before the seventh anniversary of the lease. The parties are however free to agree otherwise in the lease.
On what grounds may a lease be terminated?
When a lease is made for a fixed period, either the landlord or tenant may, if serious and unforeseen circumstances arise of such nature as to render, from the commencement of or during the lease, the performance too burdensome, demand the termination of the lease before its expiry, provided the party seeking termination gives notice to the other party in accordance with the required time limits and pays that party equitable compensation.
If it is the landlord who demands termination of the lease, the tenant will not be compelled to hand back the leased property before he/she has been compensated or obtained an adequate guarantee.
Under the Leasing Law, the landlord has the right to request the tenant to vacate the property in the following instances: a) no rent was paid for two consecutive months unless the Committee finds a good reason for the tenant not to vacate; b) assigned or sub-let without the written consent of the landlord; c) exceeded the number of permitted people in the property; d) improper use of the property; e) health and safety concerns; f) the property is 25 years old and the landlord needs to re-build; g) the property is needed as the landlord’s residence; and h) the tenant has vacated the property for a year.
Must rents be paid in local currency?
The parties to a lease are free to set the rent in currencies other than Bahraini dinars. However, arrangements for payment of rent in foreign currency are not typical.
Is rent paid on a monthly basis? Is it required to be paid in advance?
Rent is typically paid monthly in advance, although the parties remain free to agree otherwise.
How is rent reviewed? Are there limits to the increase in rent?
The Leasing Law imposes restrictions on the landlord’s ability to increase rent. The landlord may only increase rent after the lapse of two years from the lease commencement date or from the date of the last rent increase, whichever is closer. Such increase is capped at 5% for residential leases and 7% for other leases. The landlord can only use the right to increase rent five times during the term of the lease. This provision applies to all existing leases when renewed and the landlord must inform the tenant through registered mail specifying the new rent three months prior to the end of the second anniversary of the lease. The parties are, however, free to agree otherwise and these provisions are default positions only.
What are the basic obligations of landlords and tenants?
The following is usually required of landlords:
To handover the property as soon as the lease is signed unless another date was agreed
Repair and maintain the structure of the property 
Handover the leased property with its fixtures
Conduct urgent maintenance immediately 
Insure the property 
Provide tenants with a valid notice of termination if terminating the tenancy 
  The following is usually required of tenants:
Pay rent within a week from the date it is due
Keep the property in good order
Inform the landlord if repairs are needed and give the landlord access to the property to carry out repairs
Give the landlord access for inspections and landlord's work
Handover the leased property in the same condition as it was received at the end of the term
Notify the landlord of his/her intention to vacate the property three months prior to the end of the term through registered mail
In addition, unless otherwise agreed in the lease, the Civil Code imposes several default obligations on the tenant. It is therefore important to consider the Tenant’s position in the lease regarding the following:
Any improvements made by the tenant will not be accounted for when the tenant vacates the property
Tenant must pay for the electricity, water, telephone, shared services and any other fees
Any sale by the tenant of any rights created by any lease (except for residential) will be transferred to the buyer until the end of the lease term as long as the landlord is not negatively affected
What provisions or restrictions typically apply to the transfer of the lease by the tenant? May a tenant sublet the leased premises?
A tenant cannot assign a lease without the landlord’s written consent, unless the right to assign is provided for in the lease. Pursuant to the Civil Code, the tenant may not assign his/her lease or sublet the whole or any part of the leased premises unless agreed otherwise. It is common for a lease contract to give a tenant the right to sublet or assign the lease, subject to the landlord’s prior consent. Any sub-lease or assignment must be registered to bind third parties.
What happens in the event of destruction of the leased premises?
Article 518 of the Civil Code provides that if during the course of the lease, the leased premises are totally destroyed for a cause beyond the control of either the tenant or the landlord, the lease is terminated.
The same article also provides that if, as a result of a cause not imputable to the tenant, the leased premises is only partially destroyed or deteriorates to such an extent that it becomes unfit for the use for which it was leased, or if such a use is appreciably diminished, the tenant may, if the landlord does not restore the leased property to its original condition within a reasonable time, claim either a reduction in the rent or revocation of the lease agreement.
Who is usually responsible for insuring the leased premises?
The parties are free to agree in a lease who will insure the various risks that arise in respect of the leased premises.
Typically, the landlord will be responsible for taking out property risk insurance and third-party/public-liability insurance, although in some cases, the landlord may seek to recoup an apportioned sum of the insurance premium from the various tenants occupying the leased premises. The tenant is usually responsible for insuring its fixtures, fittings and belongings within the leased premises.
Will the lease survive if the owner sells the leased premises?
The Leasing Law states that leases remain valid on transfer of ownership of the property and the new landlord cannot increase the rent or terminate the lease unless in accordance with the provisions of the Leasing Law. The new landlord shall notify the tenant and register the new ownership within 30 days from registration of the title deed with the Registrar.
Will the lease survive if the leased premises are foreclosed?
Yes, for the reasons stated in “Will the lease survive if the owner sells the leased premises?”.
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