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The Uganda Law Reform Commission was established by the Uganda Law reform 

Commission Act, Cap 25 of the Laws of Uganda and later enriched in the 

Constitution of the Republic of Uganda 1995. 

 

The core mandate of the Commission is to study and keep under constant review the 

Acts and other laws comprising the laws of Uganda with a view to making 

recommendations for their systematic improvement, development, modernization 

and reform. In order to achieve the objective, it is imperative that as broad a 

spectrum of Ugandan society as possible is consulted and permitted to participate in 

the reform process especially during the course of research and investigations. 

 

A cardinal tool used by the Commission in carrying out consultations and 

investigations are the Issues Papers. 

 

The primary purpose of an Issues paper is to churn out key issues identified, 

articulate them and where possible generate ideas on how the issues can be 

addressed. Significantly, publishing Issues papers is intended to generate debate on 

the issues from which consensus or general trend of views can be discerned. 

This is therefore to invite and call upon all our key stakeholders to engage with the 

issues and provide their views, comments and suggestions as indicated in the Issues 

Papers. 

 

This Issues Paper is available on the internet: http://www.ulrc.go.ug 

 

The members of the Commission are:- 

1. Prof. Agasha Mugasha   - Chairperson 

2. Mrs. Vastina Rukirimana Nzanze  - Member 

3. Dr. Peregrine Kibuuka   - Member 

4. Mrs.  Margaret Tiyo Ayiseni   - Member 

5. Dr. Harriet Diana Musoke   - Member 

6. Mr. .John Mary Mugisha   - Member 

7. Dr. Henry Michaels Onoria   - Member 

 

The Secretary is Mr. Lucas Omara Abong 

 

Correspondences should be addressed to:- 

The Secretary, Uganda Law Reform Commission 

         8th Floor Workers House Plot 1 Pilkington Road. 

          P.O Box 12149 Kampala 

Telephone: +256 414 346 200/341138 

Telefax: +256 414 254 869 

Email: secretary@ulrc.go.ug 

Internet: http://www.ulrc.go.ug 
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND 

 

1.1 Introduction 

 

The Moneylenders Act was enacted in 1952 to regulate the business of money 

lending. Money lender includes every person whose business is that of money 

lending or who advertises or announces himself or herself or holds himself or 

herself out in a way as carrying on that business whether or not that person 

also possesses or earns property or money derived from source other than 

lending of money. The moneylenders Act does not cover the business of 

banking, cooperatives societies, body corporate empowered to lend money. 

1.2 Historical background  

Money lending ordinarily called “usury” has its origins from Europe. 

However, throughout the 18th century it attracted great moral disapproval by 

ancient authorities particularly by the early Jewish and Roman authorities.  

The first country to establish a legal rate of interest was England in 1545 

during the reign of Henry VIII. The rate was set at 10 percent. However, seven 

years later, it was repealed, and usury was again completely banned. Money 

lending was later legalized by enacting the money lenders Act in 1900. The 

Act was enacted as a result of the report of the House of Commons Select 

Committee, on money lending which revealed the existence of serious abuses 

on the part of those conducting money lending business...”1  

In Uganda money lending business took its roots during colonial times and 

the Moneylenders Act Cap 273 was transplanted from England. Money 

lenders are necessary because they fill the vacuum of inefficient customer 

service by financial institutions; money lenders finance informal transactions 

that are widely carried out in Uganda, because of the nature of informalities, 

they are preferred because they reduce delays involved and the formal 

requirements in processing loans from commercial Banks, lack of collateral 

required by banks, poor book-keeping and lack of business records. Further 

the willingness of money lenders to finance social life and other needs away 

from the business setting has led to the booming of the business.2 Increased 

speculation by employment seekers, urgent need to raise funds to offer bribes 

or acquire the tools to externalize  job skills and the high cost of education, the 

                                                           
1 R.M Goode op.cti.P 51 Money lending law and regulation of consumer credit in Nigeria 
2 An interview with a money lender revealed that majority of his clients lend to financial 

social life such as, school fees, weddings and other borrow to enjoy social life. 
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breakdown in health and other social services have heightened the demand 

for money lenders’ services.3 

1.3 Problem Statement 

Since its enactment in January 1952, the Moneylenders Act has not been 

reviewed despite the changing socio economic circumstances.  The Act gives 

the magistrates supervisory powers over money lenders and the power to 

award certificates permitting the carrying out of money lending business. 

Reports indicate that there is a lot of case backlogs4, magistrates are occupied 

with the administration of justice and as such are not well placed to 

effectively supervise and control the Money lending business and all its 

associated challenges. As such many moneylenders continue to operate 

informally and illegally outside the law. 

The process of acquiring a certificate permitting the running of money 

lending business involves the obtaining of a recommendation from Resident 

District Commissioner (RDC). The involvement of  RDCs in the process of 

acquiring a certificate for money lending business causes delay as the RDCs 

are often occupied with duties assigned to them by the President, security 

matters and other political assignment. 

Furthermore, the fees and fines prescribed to be paid under the Moneylenders 

Act are too low and do not reflect the current economic circumstances, the 

fees are to low and the fines are not deterrent enough to avoid violations of 

the Act. For instance the Act requires an applicant for a licence to pay one 

thousand shillings5 and a penalty on a blank promissory note is one thousand 

shillings.6  

 

Related to the above, there is a great problem of enforcement of the 

Moneylenders’ transactions. Moneylenders disguise transactions as sale 

agreements or transfers of securities given as security; others disregard the 

requirements of the Act to have the transactions reduced into writing.7  

The Moneylenders Act precludes moneylenders from advertisement. This 

restriction is intended to prohibit moneylenders from luring people from 

                                                           
3 Monitor news paper 22nd June  2010 
4 The Role of the JLOS Case Backlog Reduction Programme, Achievements and Lessons 

Learned, by Gadenya Paul Wolimbwa, Senior Technical Advisor  
5 Section 2 of the Money Lenders Act 
6 Section 20 of the Money Lenders Act 
7 Section 6 of the Money Lenders Act 
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borrowing .However due to laxity in supervision money lenders are actively 

advertising in the print and electronic media. 

This study will attempt to address the problems highlighted above by 

strengthening and streamlining the law relating to money lending business. 

1.4 Justification of the study  

The study is therefore intended to address the gaps within the Moneylenders 

Act so as to address issues of supervision, licensing, enforcement of 

transactions and generally devise mechanisms to protect both the borrower 

and the lender. There is need to bring the law in conformity with the changing 

socio economic circumstances and further address emerging issues in the law.  

1.5 Objectives of the study  

 

The overall objective of this study is to review and examine the adequacy of 

the Moneylenders Act in regulating the money lending business and to 

ensure compliance and enforceability.  

 

1.5.1 Specific Objectives of the study 

(i) to examine the efficiency and adequacy of the Moneylenders Act in 

regulating money lending business in Uganda;  

(ii) identify the challenges faced in the implementation of the 

Moneylenders Act and to make proposals for ease of implementation 

of the Act; 

(iii) explore mechanisms that enhance enforcement of money lending 

transactions;  

(iv) to explore mechanisms that protect the parties under a money lending 

transactions. 

 

1.6  Methodology 

 

The study will employ both qualitative and quantitative approaches. 

Qualitative methods will be used to generate and establish detailed 

description and enable a deeper understanding of the subject matter under 

review. On the other hand, the quantitative method is intended to help the 

technical working group generate statistical facts and figures. 

The following qualitative techniques will be used for data and information 

collection during the study namely documentary review, technical working 

group, national feedback and consensus building workshops. 
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Prior to the above the Commission will review different studies conducted in 

the area of money lending business and a comparative analysis with other 

jurisdictions will be undertaken. 

 

As the  study progresses, the Commission will seek to consult and gather 

views and feedback on the issues highlighted in this paper among the 

institutions identified as key to this study include; Bank of Uganda (BOU), 

Financial institutions, Ministry of Finance Planning and Economic 

Development (MoFPED) Ministry of Justice and Constitutional Affairs 

(MoJCA) ,Kampala Association City traders Association (KACITA), persons 

involved in the business of money lending,  Judiciary, Uganda Law 

Society,(ULS) and  educational institutions. 
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CHAPTER TWO 

ISSUES FOR CONSIDERATION/CONSULTATION 

 

2.1 Short title of the Act 

The short title of the Act is, “MoneyLenders Act”. This presupposes that the 

Act apples to lenders only and does not apply to borrowers yet the Act 

regulates both lenders and borrowers. In some jurisdictions like Ghana the 

short title of the law regulating money lending business reads “The Money 

lending and Borrowing Act, 1998”. 

Issue 

1. Whether the short tile of the Act should be amended to show that the Act 

also applies to borrowers. 

 

Proposal 

The short title should be amended to reflect the fact that it applies to both the borrower 

and lender. 

 

2.2  Definition of money lender 

The Act defines a moneylender to include every person whose business is that 

of money lending or who holds himself out as a moneylender whether or not 

he or she has other sources of income besides that of money lending.8 There 

has been considerable difficulty experienced in defining precisely what is 

meant by the terms, “whose business ... and “carrying on that business.”  

Mc Cardie J in the case of Edge low vs. MacElwee 9 stated, “A man does not 

become a lender by reason of occasional loans to relations, friends or 

acquaintances whether interest is charged or not ......merely does a man 

become a money lender because he may up on one or several isolated 

occasions lend money to a stranger. Lending and the word “business” 

imports the notion of system, repetition and continuity....” 

In Chow Yoong Hong vs. Choong Fay Rubber manufactory 10 the Privy 

Council noted, that to lend money is not the same thing as carrying on a 

business of money lending. In order to prove that a man is a money lender ...it 

is necessary to show some degree of continuity in his money lending 

transactions. 

                                                           
8 Section 1(h) 
9 [1918] 1 K.B. 205 at pg  206 
10 1962 A.C. P209  
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The definition creates an avenue, which can be used by moneylenders to 

avoid liability or claim that they are actually moneylenders in case they seek 

to rely on the provisions of the Act in order to recover their credit facility.  

It is notable that the definition of the phrase ‘money lender’ in legislation is 

generally all-inclusive, and means a person who is in the business of lending 

money (loans), whether as principal business or otherwise. The definition is 

ambiguous and very elastic.  It represents that every person can be a 

moneylender just so long as a person indulges in lending money as a form of 

business or advertises or holds himself out as carrying on the business of 

money lending.  

Issue 

(1) Should the definition of money lending as provided for in the law be 

amended? 

(2) If so, should a single transaction of money lending be sufficient to 

make one a moneylender, or should the business of money lending be 

carried out on a regular basis for one to be called a moneylender? 

Proposal 

The definition of money lending should be amended to cover persons who are in the 

habit of lending money or restricted to those that carry out the businesses on a regular 

basis. 

2.3 Money lending certificate 

The Moneylenders Act requires that, for one to carry on money lending 

business, he or she must obtain a certificate issued by a magistrate within the 

jurisdiction where the business is sought to be carried on.11 Where a 

moneylender uses a business name or operates as a firm, he must do so in his 

own name and the certificate is for him alone and for the address indicated.  

The application for a certificate must be accompanied by a certificate of good 

character of the applicant and necessary evidence that the applicant is a fit 

and proper person, not disqualified by law from holding the certificate. 

The certificate issued comes into force on the date specified in the certificate 

and expires on the thirty first 31st day of December. 

The requirement for the certificate is intended to vet the person or persons 

involved in the business of money lending as being proper and fit persons. 

However, the process involved in obtaining the certificate is tedious and 

                                                           
11 Section 3 of the Moneylenders Act Cap 273 
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unnecessarily long. Whereas, the certificate expires every year, rarely do 

money lenders renew the certificate. Many continue to operate when the 

certificate has expired.  Most magistrates are overwhelmed by administration 

of justice and other matters of a judicial nature and as such they are not able 

to control and regulate money lending business. It is proposed that the 

regulation and supervision of the business of money lending should be left to 

institutions that have capacity and resources to supervise and ensure 

compliance with the law.  

Issue 

(1) Is a magistrate the proper person to issue a money lenders certificate? 

(2) Should the certificate be valid for a period of one year or should it 

cover a longer period? 

(3) Under what circumstances should a moneylender’s certificate be 

revoked, and what process should any form of revoking the certificate 

take? 

(4) What fees should be paid in the process of acquiring a money lenders 

certificate? 

(5) What information or details should be provided by a person who 

intends to carry out money lending business? 

Proposals  

(1) Money lending business is carried out across the country, accordingly there is 

need to ensure that formal processes for acquiring a certificate and licence are 

accessible by all and more important it should allow better supervision and 

monitoring. It is proposed that a money lending certificate should be issued by 

the local government in consultations with police to confirm the character and 

integrity of the person seeking to establish a money lending business. 

(2) A person applying for a money lending certificate should disclose all 

information pertaining to his character, identification, proposed capital 

investment, area of operation.  The application should be accompanied by a 

reference from a person of good standing in society. 

2.4 Money lending licence 

Upon issuance of the magistrate’s certificate, the money lender becomes 

eligible for the grant of a money lenders licence. The licence is the permit or 

authority with which a person is entitled to engage in the business of money 

lending. By section 2(1) of the law, it’s mandatory for any person intending to 

a carry on money lending business to obtain a licence. The money lenders 

licence must be taken out by the money lender in his true name otherwise it 
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will be void, and the licence must show the authorised name and the 

authorised address of the money lender.12 

The money lenders licence is granted by the Resident District Commissioner 

of the area in which he or she has been authorised to carry on business 

following the grant of a Money Lending certificate by a Magistrate.13  

In many countries, registration or obtaining a license is compulsory; such 

licenses are generally valid for 12 months and can be renewed and the 

procedures for obtaining licenses are prescribed in the law. The license is for 

money lending business as a whole and restrictions generally tend to be 

geographical in nature, which means that the license is valid only for a 

particular geographical area.  

Countries such as United Kingdom, South Africa, Hong Kong, Singapore, and 

Japan require a register of licensed moneylenders to be maintained. These 

registers also contain details of the license, including whether the license has 

been cancelled, suspended or revoked.  

In the United Kingdom,14 the Office of Fair Trading maintains a Consumer 

Credit Register wherein the details of everyone who holds a license, or has 

applied for one, or had one revoked, suspended or varied is available and the 

same is made available to the public.  

Similarly, under the Singapore law 15the list of licensed moneylenders is 

published in the Gazette by the Registrar from time to time.  The presence of 

the name of a person is evidence that he or she is a licensed moneylender and 

the absence there from is evidence that he or she is not licensed. Where money 

lending is conducted without a valid license, the lender becomes liable for 

criminal action and the offence can entail a fine or imprisonment or both.  

In the South African law16 a credit agreement is rendered unlawful and 

amounts paid there under non-recoverable if at the time when the agreement 

was made, the credit provider was not properly registered.  

In addition to the above, laws are sought to be enforced by restricting legal 

remedies available to the moneylender. In cases where a moneylender does 

not possess a valid license, he or she loses the entitlement to recover the loans 

through the legal process.  

                                                           
12 Section 2(3) Money Lenders Act. 
13 Rule 3 of The money (Licenses and Certificates) Rules 
14 As provided for in the Consumer Credit Act, 1974 
15 Moneylenders’ Act, 1959 
16 The National Credit Act, 2005 
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The Money lenders Act Cap 273 further  provides for a licence fee of one 

thousand shillings to be paid by the money lender; and where the licence is 

taken out not more than six months before expiration of the licence, the 

licence fees payable is five hundred shillings. The license fees have been over 

taken by events. They no longer reflect the current economic trends. 

Issue  

(1) Whether there is need to provide for sanctions to persons who carry 

out money lending business without a licence? 

(2) Whether the law should provide for a grace period when money lenders 

can operate without a valid licence as they apply for renewal of the 

licence?  

(3) Who should have the authority to issue money lenders licence to 

persons who intend to carry out money lending business?  

(4) Whether the Residential District Commissioner (RDC) is the right and 

proper person to issue a licence considering the nature of the money 

lending business? 

(5) What terms and conditions should accompany a money lenders 

license?  

(6) Whether the fee required to be paid by an applicant for a licence is 

adequate? 

(7) Whether the law should provide for a Money lenders Association as a 

regulatory body for all money lenders in Uganda? 

(8) Should the supervisory institution publish names of persons licence to 

carry out the business of money lending? 

Proposal 

(1) Considering the nature of the office of the Resident District 

Commissioners, such office has limited capacity to effectively 

supervise the business of money lending. It is proposed that the 

authority and power to issue money lenders licences be transfers to 

local government authorities. This will help the local government 

authorities to oversee and generate revenue. 

(2) The Uganda currency has over the years gone through economic 

transformations, value attached has changed tremendously. It is 

proposed that the fees to be paid be revised to reflect the current 

economic value, and process involved issuing a licence. It is proposed 

that any changes in the fees to be paid emphasis is placed on 

affordability of applicants keeping in mind the need to reduce the cost 

of doing business. 
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(3)   As a control measure, licences issued to persons who wish to carry 

out money lending business to attach stringent terms and conditions 

that will enable compliance and integrity in the business. 

(4) To ensure compliance, the law should make it provide sanctions by 

way of fines, to persons who carry out money lending business 

without a licence. It is further proposed that to ensure compliance the 

regulatory institution should publish names of licensed moneylenders 

in   

 

2.5  Interest prescribed by Statute 

 

Interest is a fee paid by a borrower of assets to the owner as a form of 

compensation for the use of the assets. It is most commonly the price paid for 

the use of borrowed money, or money earned by deposited funds. Interest 

rates are generally determined by the market; however the Money lenders Act 

prohibits harsh and unconscionable interest rates. The Act prohibits interest 

rates that exceed 24% per annum.17 

Prescription of interest rate in the statute is not desirable as the rate prescribed 

should be related to the prevailing market conditions, which would require 

amendment of the legislation from time to time. The Money Lenders Act does 

not provide a limit up on which interest can accumulate. Eventually the 

lender sets up unconscionable interest which accumulates and extorts a lot of 

money from the borrower.   For example a borrower borrows 10 Million and 

the interest to be paid at the end of the period of the loan, the borrower pays 

to 50 Million.   

Some jurisdictions such as South Africa and Kenya18 have adopted the ‘in 

duplum’ rule to protect borrowers from exploitation by lenders who permit 

interest to accumulate.19 The ‘in duplum’ rule has its origins in common law 

and is based on considerations of public policy and is designed to protect 

borrowers from exploitation by lenders. The purpose of the rule is to ensure 

that debtors do not find themselves in an inescapable financial bind in respect 

of repayment of debt. It also ensures that lenders do not allow the 

unrestrained accumulation of interest on outstanding debts. In essence, the 

common law provides that the unpaid interest on a debt that is due, but has 

not yet been paid should not exceed the outstanding capital. As soon as the 

unpaid interest equals the outstanding capital, interest ceases to run. The 

                                                           
17 Section 12 of the Money Lenders Act Cap 273  
18 Kenyan banking law –Introducing the in duplum rule. Article  by Deepen Shah Walker 

Kontos Advocates in Nairobi 
19http://www.kpmg.com/ZA/en/IssuesAndInsights/ArticlesPublications/FinancialServices/Do

cuments/In%20duplum%20factsheet.pdf  

http://www.kpmg.com/ZA/en/IssuesAndInsights/ArticlesPublications/FinancialServices/Documents/In%20duplum%20factsheet.pdf
http://www.kpmg.com/ZA/en/IssuesAndInsights/ArticlesPublications/FinancialServices/Documents/In%20duplum%20factsheet.pdf
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study will seek to explore how the ‘in diplum’ rule can be adopted in Uganda 

to address the current challenges of accumulated interest. 

Issue 

1. Whether the law should prescribe interest rates to be charged by 

moneylenders under a transaction or it should be left to be determined by 

market forces? 

2. Whether the law should adopt the ‘in duplum’ rule, to prohibit 

accumulation of interest over and above the money borrowed? 

3. Should the supervisor and regulator of money lenders have powers to 

determine and changed interest rates to be charged by money lenders? 

Proposal  

1. Prescribing interest rate to be charged by money lenders under the law is good 

and will act as a control measure to prohibit harsh and unconscionable interests. 

However, the commission is aware of changes in value of money and inflations 

that may greatly affect the money lending business. It is proposed that the power 

to prescribe interest rates to be changed by money lenders should be left to the 

Minister to prescribe by way of regulations. This will allow flexibility  

2. The duplum’ rule should be adopted under our laws as a mechanism to protect 

borrowers from unscrupulous money lenders  

2.6 Mode of Repayment of Money borrowed 

 

The money lenders Act is silent on the mode of repayment of the money 

borrowed and realization of the collateral that may have been given as 

security by the borrower. As a result unscrupulous money lenders have taken 

advantage of this and transferred the borrower’s property to themselves or to 

their advantage.20 It is alleged that some money lenders, disappear on the due 

date of payment to avoid receiving final payments in the hope that the 

borrower defaults on payment21, some money lenders persuade borrowers to 

sign documents of transfer of securities, yet the intention of the moneylender 

is to rip off the borrower’s property22.  

                                                           
20 Monitor Publication 22nd  June 2010 
21 Ibid 
22 The New vision News Paper, Uganda:  Moneylenders strip hundreds of property .17th June 

2013. 

www.allafrica.com/stories/2013/201306172226.html?page=2 Accessed on 17th November 2013 
 

http://www.allafrica.com/stories/2013/201306172226.html?page=2
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A rapid study carried out by DFID’s Financial Sector Deepening Project 

(FSDU) in 200323 of the money lending business in Uganda and it was 

reported that when a loan falls in arrears, the lender tries to collect through 

phone calls, messengers, or visits. Afterwards, the lender will turn to debt 

collectors or lawyers. If all this fails, the lender will sell the collateral. If the 

borrower has been cooperative and the lender is ethical, the lender sells the 

property, deducts the amounts owed, and gives any balance to the borrower.  

 

One notable exception among the moneylenders interviewed freely shared his 

profit-maximising strategies, including selling assets pledged as collateral, 

and then lying to the customer about the selling price, making a partial refund 

of the difference between the sale price and the amount due on the loan, and 

putting the rest in his pocket. 

 

Issue 

(1) Whether the law should specifically make provisions for the repayment of 

money borrowed and the mode of repayment?  

(2) Whether the law should provide for sanctions against insider dealing? 

Proposal  

(1) There’s a need for the law to provide for the modes of repayment of the loan say by 

cheque, cash, standing orders, electronic money transfers. This is to prevent loan 

sharks who disappear on the due date of payment. 

(2) The law should prohibit insider dealing for purposes’ of curtailing money lenders 

who transfer to them selves’ property of the borrower at the time of entering into 

the transaction. 

2.7 Procedure for realizing security 

 

The money Lenders Act does not provide a procedure for realizing security. 

As a result lenders have taken advantage of this and exploited desperate 

borrowers.  Reports indicate that upon default in effecting payments, the 

money lenders often transfer the security to themselves; others sale securities 

without determining market value.24  

It is essential that debt collection is conducted within the law, money lenders 

should refrain from action prejudicial to the business, integrity, reputation or 

                                                           
23 Lessons from Ugandan Moneylenders. Field research carried out by Ernest Kaffu and Paul 

Rippey, from 10th to 21st October 2003. 

http://www.fsdu.or.ug/pdfs/Money_Lenders_Study.pdf 
24 New vision news Paper  17th June 2013  

http://www.fsdu.or.ug/pdfs/Money_Lenders_Study.pdf
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goodwill of the borrowers observing strict duty of confidentiality in respect of 

customer information is important. 

 

Issue  

 

Whether there is need to provide for procedures of realising security given as 

security? 

 

Proposal  

 

The Commission considers streamlining procedures of realising securities given an 

integral part of creating integrity of money lending business. Such procedures will 

protect borrowers from unscrupulous money lenders.  The following is proposed; 

(i) A moneylender realising a strictly by way of sale should ensure that a 

valuation is made and a market value for the security is gotten. 

(ii) Any proceeds of sale should be remitted to the borrower. 

(iii) The law should specifically prohibit sale of the security to the money lender or 

his or her spouse, children and close relative.  

(iv) Money lending transactions should only operate as a lending transaction and 

not transfer or sale.  

(v) A money lender who coerces a borrower to sign transfers in guess of a lending 

transaction should be fined, and the transaction revoked. 

 

 2.8 Limitation of Actions in money lending 

 

A moneylender cannot bring an action to recover money lent or any interest 

in respect of the loan, or to enforce any agreement or security thereof unless 

the action is instituted before the expiration of twelve months from the time 

when the cause of action fell due.25 

  

Three main exceptions are available to this limitation. First, where the 

borrower makes an undertaking to pay in writing at any time before or after 

the time when the loan was due for repayment; time will start counting from 

the date of such undertaking.  

 

Secondly, if at the time when the cause of action accrued the person entitled to 

take the proceedings is non compos mentis, and time will not start to count until 

that person ceases to be non compos mentis or the dies; whichever comes first? 

And thirdly, if by the time the cause of action accrues either by the original 

due time or by undertaking and the borrower is not in Uganda, time will not 

start to count until he returns to Uganda. A written acknowledgement of 

                                                           
25 Section19  Money Lenders Act  
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indebtedness or undertaking must state the amount, otherwise it is 

ineffective. This provision is restrictive and a disadvantage to the lenders. 

Most times moneylender transactions are based on contract, under the 

Limitations Act, recovery of causes of action based on contract are limited to 

seven years. 

 

Issue for consultation 

 

Whether the limitation period of 12 months within which to bring an action 

under the Act is adequate? 

 

Proposal 

The limitation of actions is intended to ensure that courts are not bogged down by 

frivolous actions. However unrealistic limitations have the effect of affecting business 

and confidence of those involved in the business. It is proposed that the limitation 

period of 12 months under the Act be extended to six years. 

 

2.9 Issuing receipts and keeping records 

 

Among the obligations imposed to the money lenders under the Act are 

issuing receipts for every transaction and keeping records. The law requires 

that the money lender must issue a receipt for every transaction made to him 

or her on account of a loan or in interest in respect of a loan; and such receipt 

must be issued immediately the payment is made. This provision is still very 

essential considering the ever increasing fraud in Uganda.  And without it 

many shy lock money lenders would defraud the borrower by alleging that 

certain payments were not made. 

 

The lender must also keep a record of his transactions with the borrower. This 

record is in the form of a book which must be securely bound together so that 

pages cannot be removed or inserted without apparent damage to it. The 

book must contain records of every loan by him which record must show the 

date of every loan, the amount of the principle, the rate of interest, and all 

sums received in respect of the loan or the interest on the loan with dates of 

payment of the sums. 

 

Internationally26 most money lenders legislations provide for every money 

lender to maintain proper books of accounts which are furnished to the lender 

at the time of entering the transaction. 

                                                           
26  The money Lenders Acts of Hong Kong, United States, Japan, South Africa and India all 

have provisions on keeping and maintain books of accounts. 
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In some jurisdictions,27 they provide for audits to be carried out on the books 

of accounts of money lenders. This audit is carried on by chartered accounts. 

However considering the fact that most money lenders in Uganda are based 

in villages having a small volume of business, are illiterate, imposing a 

statutory obligation on them to get their accounts audited may seem 

impracticable. 

 

Issue for consultation 

Whether moneylenders should be required to keep books of accounts and be 

audited every year? 

 

Proposal 

(1) Keeping records is very important for both the lender and borrower, accounts 

and audited books are important for government follow up on revenue and 

business stock taking. The commission proposes that money lenders should 

mandatory be required to keep books of account.  

 

(2) To ensure compliance money lenders who apply for renewal of a license should 

attach accounts and audited books of account.  

 

2.10 Provisions of Bankruptcy  

 

The Act provides for bankruptcy proceedings for money lender’s loans.28  In 

2011 the Insolvency Act came into force and it amended and consolidated all 

the laws relating to insolvency i.e. receivership, administration, liquidation, 

arrangements and bankruptcy.  It is imperative that section 17 of the Act is 

hamonised with the Insolvency Act. 

 

Issue for consultation 

Whether the insolvency Act No.11 of 2011 affected section 17 of the Act? 

 

Proposal  

Considering the changes brought about by the Insolvency Act, section 17 should be 

repealed. 

 

 

2.11 Penalties under the Act 

 

The money lenders Act, provides for different penalties for contravening the 

provisions of the Act. These penalties are intended to ensure compliance with 

                                                           
27 Tlike the Kerala Money Lenders Act,1958 
28 Section 17 of the  Money Lenders Act 
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the law. However most of them do not reflect the current circumstances, the 

penalties for breach of provisions are exceedingly weak.29  This has affected 

compliance with the law and as such the Act is totally ignored, money lenders 

seldom apply for a license, consistently exceed the interest rate and rarely 

keep books of account. 

 

Issue for consultation 

(1) Whether there is need to revise the penalties and fines provided for 

under the Act? 

(2) What appropriate penalties should be imposed on money lenders for 

failure to comply with Act 

 

Proposals  

To ensure compliance with the Act, the penalties under the Act should be revised in 

accordance with the Law Revision Fines and other Financial Amounts in criminal 

Matters Act, 14, 2008 for penalties and fines. 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
29 Most of the fines in Act range from UGX 1000 to UGX 10,000. 
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