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Normally, it is land that will form the most valuable asset of any estate of the insolvent. Allowing such easy
alienation of such value as the current provisions of the Registration of Titles Act does border on frustration of
the entire insolvency exercise.
Recommendation 19.
There is need to make a specific amendment to the Registration of Titles Act to
allow the recovery of any land that may have been alienated by the insolvent after
the making of a bankruptcy or winding up order by court. There should be a full and
unlimited implementation of the present provisions of the Companies Act and the
holding in the case of Stephen Lubega Vs Barclays Bank, SCCA No. 2 of 1992 even
as regards land transactions.
2.2.15 Priority of payment of creditors’ claims.
The priorities for the payment of creditor’s claims or preferential payments are provided for under section
315 of the Companies Act. Under this section, the preferential debts are–
(i)

taxes and local rates due from the company at the relevant dates and having become due and
payable within 12 months next before that date, not exceeding in the whole one year’s
assessment;

(ii)

all rent payable to controlling Authorities as defined in the Public Lands Act 1969;44

(iii)

all wages or salaries of any clerk or servant not being a director in respect of services rendered
to the company during four months next before the relevant date of any worker or labourer in
respect of services so rendered. The Act limits the money recoverable to Shs. 4,000/=
which was reduced to Shs. 40/= following the currency reform of 1987 by the Currency
Reform Act , 1987; and

(iv)

all amounts due in respect of any compensation or liability for compensation.

The principles underlying settlement of claims under insolvency are generally that–
(i)

preferential claims are settled first in full so far as they are payable;

(ii)

secured creditors are settled in accordance with their rankings; and

(iii)

ordinary or unsecured creditors are paid in pari passu.

This section and the underlying principles have been the subject of much criticism and call for urgent reform.
Particular criticism has been made to the preference given to government (i.e. taxes) in the prioritisation of
payment. Further criticism has/is made to the fact that some of the taxes to be paid include those directly
payable by the Insolvent e.g. Income Tax and the power given to URA to determine and collect the taxes.
The Income Tax Act among other tax laws gives the Commissioner General discretion to determine the tax to
be paid out of assets of the company. A receiver or liquidator for example is made personally liable if he or
she fails to comply with the Income Tax Act and other tax laws. The receiver is not supposed to part with any
asset in Uganda that is held by him or her in his or her capacity as a receiver without the prior written
permission of the Commissioner General45.

44
45

Note: This law was repealed by the Land Act 1998.
Income Tax Act 1997, s. 110.
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Although the provisions of the tax law are meant to protect revenue collection in Uganda, they weigh too
heavily against the receiver and liquidator. The provisions of the tax law read together with section 315 of the
Companies Act place tax above all other claims with a possibility of extinguishing all realisations from assets
and leaving little or nothing for other creditors and therefore, no interest in the insolvency whatsoever.
This runs contrary to the policy of equal sharing from the insolvent’s assets. By employing the provisions in the
Income Tax Act and other tax laws, it may be possible for the Commissioner General to obtain a statutory
charge or right of acquisition over certain assets of the debtor tax-payer, thus effectively removing the property
from the reach of a receiver or liquidator in a subsequent insolvency action against the assets of the debtor.
Clare Manuel’s proposal that taxes should be treated as ordinary debts save those collected by an insolvent as a
quasi agent of the state is in agreement with the proposal made in other jurisdictions46. The argument has been that
the State which in effect is a community as a whole can absorb loss more comfortably than ordinary smaller debtors.
In Hong Kong, no justification was found for the Government having a preference over small businesses
which have also been unable to collect on their debt. No element of fairness was seen in preferring Government
at all. The overwhelming submission there was that government preference should be abolished.47
The recommendations made in United Kingdom and Hong Kong cannot be adopted without caution being
taken. Government and the public stand the risk of being cheated by unscrupulous directors who will collect
government tax and pocket it well knowing that in the event of insolvency, the company will be absolved from
passing on the tax collected to Government. For example a company that has been deducting P.A.Y.E. from
its employees for a long time before insolvency sets in is left to go away with it. The primary victims shall be
the employees whose wages were deducted.
Recommendation 20.
Taxes collected by the insolvent as a quasi agent of the state should be recovered as
preferential debts while taxes directly payable by the insolvent should be treated as ordinary
debts.
2.2.16 The need for regulation of insolvency practitioners.
The law obtaining in Uganda does not regulate or license liquidators, receivers and managers.
An increase in receivership cases and their mismanagement by some of the persons appointed to preside over
them has revealed an urgent need to regulate the appointment and practice of receivers, managers and liquidators
(insolvency practitioners).
There are cases where assets in receivership and winding up cases have been diverted by unscrupulous
liquidators, receivers and managers who have retained these assets for their benefit or divested them to
persons connected to the insolvent.
It is without question that any person who should preside over any insolvency as a receiver, manager or
liquidator must be honest, independent and generally beyond reproach. He or she should be able to understand
the complexity of commerce, the intricacies of insolvency and the laws governing insolvency. Further, he or
she should be sufficiently educated, skilled and experienced to undertake such tasks.
46

47

e.g. United Kingdom: see Cork Report, at paras. 1410-1426; and Hong Kong: see Report on the Winding up Provisions
of the Companies Ordinance, pp. 148-154.
See interesting arguments justifying the abolition in the Law Reform Commission of Hong Kong Report on the
Winding up Provisions of the Companies Ordinance, ibid, pp. 150-151.
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With the growing insolvency cases in Uganda there is a danger of increased mishandling of insolvency
proceedings by persons appointed to preside over these cases if the appointment and practice is not regulated.
Similar problems have been experienced in other jurisdictions. In Hong Kong for example, these were still
prevalent as recently as 1999.48 In attempting to solve this problem, the Law Reform Commission of Hong
Kong recommended the licensing of insolvency practitioners as a means of regulating the appointment and
practice of receivers, managers and liquidators. Similar recommendations had been made earlier in Australia
and England. These recommendations were reduced into law in the mentioned jurisdictions and insolvency is
now a thriving and more transparent practice and profession there.
The Reid & Priest LLP Team and Clare Manuel both recommended in their reports that Uganda should adopt
legislation aimed at regulating insolvency practitioners with a view to combating and mitigating the above risks.
Recommendation 21.
Insolvency practitioners in Uganda should be regulated. This will go a long way in introducing
transparency and cleanliness in the practice.
2.2.17 Qualifications of the proposed insolvency practitioners.
As mentioned earlier, the law obtaining in Uganda does not clearly state who can act as a receiver or
manager or even Liquidator. There is, however, provision to disqualify bodies corporate from acting as receivers
or managers under section 349 of the Companies Act.
Although section 350 of the Companies Act in its marginal note intended to disqualify an undischarged bankrupt
from acting as receiver or manager, the body of the section only provides for prosecuting and punishing an
undischarged bankrupt who acts as a receiver or manager. Under section 350(2) of the Companies Act, the
undischarged bankrupt can act as receiver when appointed by order of court.
Clare Manuel recommended the recognition of a Professional body to prescribe qualifications of an insolvency
practitioner49. The draft provisions do not however provide for the authority which would prescribe the
relevant professional body and the relevant qualifications.
However it appears that Section 211 of Clare Manuel’s Bill, under which the Minister is empowered to make
regulations to give full effect to the Bill or its administration, could be invoked to name the requisite prescribing
authority and to provide for other matters like licensing, discipline, code of ethics etc by way of regulations.
The Reid & Priest LLP Team recommended that the Minister be empowered to declare and recognise a
professional body whose members may act as insolvency practitioners if the Minister is satisfied that the body
regulates its practice and its membership and meets the acceptable requirements as to education, practical
training and experience.50
Notably, the Reid & Priest LLP Team did not provide for what would amount to acceptable requirements as
to education, practical training and experience. It was however recommended that as a qualification for
serving as a liquidator or other insolvency practitioner a person should be a member of a recognised accounting
or legal body or that he or she should have obtained some other approval from a relevant authority.
In section 258 of their proposed Bill, Reid & Priest LLP Team provided for an application to be made to a
competent authority for authorisation to act as an insolvency practitioner. The competent authority is left to
48

See the Law Reform Commission of Hong Kong Report on Corporate Rescue and Insolvent Trading, op. cit.

49

See s.173 of Clare Manuel’s Draft Bankruptcy Bill.

50

See s. 257 of the proposed Bankruptcy Bill 1998 by Reid & Priest LLP
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the Minister’s prescription and direction under section 258 (2) of their draft Bill. The Minister could even be
the competent authority where he or she has given no prescription or direction.
This section of the proposed law gives the Minister wide powers without any protection from abuse. Through
these powers there is a risk that undesirable people could be allowed to act as insolvency practitioners on the
basis of political influence, corruption or cronyism.
The consultants’ proposal that the persons qualified to practice as insolvency practitioners be limited to advocates
and accountants recognised by their respective professional and regulatory bodies generated quite a heated
debate at the technical workshop. It was contended by some of the participants that there are some people
possessed of the requisite skill to act as insolvency practitioners, e.g. lawyers, holders of bachelors degree in
Commerce (B.Com.) or business administration (BBA), etc who do not necessarily belong to any of the
professional bodies proposed.
The above arguments were countered with the strong arguments that such people would have no code of
ethics to follow and no body to sanction their professional conduct.
If Uganda is to develop insolvency practice as a profession properly regulated in a modern economy, the case
that insolvency practitioners should belong to a prescribed body which subscribes to a code of ethics would
inevitable.
The stronger argument would be that advanced by the consultants for the advocates and accountants as
insolvency practitioners in that these are the professions in Uganda that have through their training and education
attained the requisite knowledge to understand the general intricacies and practice of insolvency law. Further,
through the vibrant disciplinary mechanisms of their professions, lawyers, accountants and auditors have
attained the requisite discipline to handle insolvency matters with a good degree of transparency.
The combined input of many international experts including members of the World Bank task force on insolvency
and debtor-creditor rights supported the case for formal training, examination, qualification and to some form
of professional regulation citing examples of lawyers and accountants to give responsibility of insolvency
practice to competent and accountable people.51
Recommendation 22.
(i)

Persons qualified to act as insolvency practitioners should be restricted to
accountants, auditors and advocates recognised and regulated by their respective
professional bodies established under the Accountants Act and the Advocates Act
respectively.

(ii)

There should be established a regulatory body of insolvency practitioners to cater
for their conduct, discipline and licensing.

2.2.18 Remuneration of insolvency practitioners.
The current legislation governing the remuneration of insolvency practitioners does not provide guidelines for
the determination of the practitioner’s remuneration.
While a receiver appointed under the Mortgage Act is entitled to remuneration or commission at such rate as
51

See the World Bank Consultation Draft Report on Effective Insolvency Systems: Principles and Guidelines (2000) pp. 56-62.
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may be determined by the Act, the Act does not provide guidelines on how the remuneration may be
determined.52
Under the Civil Procedure Rules, court by way of special or general order fixes the remuneration of a receiver
appointed under its provision.53 However like the Mortgage Act, no guidelines on the determination of the
remuneration are given.
Under the Companies Act, court may determine the remuneration of a receiver or manager upon an application
for its determination by a liquidator.54 Court under the Companies Act may determine and make directions
regarding the remuneration of a liquidator.55 However, no provision is made for the determination of the
receiver or manager’s remuneration before commencement of liquidation.
Further other than the Mortgage Act, no law provides for the ranking of the receiver and liquidator’s remuneration
and expenses in the priority of payment.56 The courts in Uganda have also not been able to develop guidelines
in this area as no disputes have been brought before them.
The practice especially in receivership cases in Uganda which is in line with common law is to fix the remuneration
by agreement between the receiver and the secured lender (appointer). This leaves room for the conclusion
of agreements on fees payable that may be prejudicial to other creditors of the insolvent as the practice is also
that the receiver and all his or her expenses are paid before the secured and unsecured creditors. The case is
even worse where no prior agreement on remuneration exists as this gives the receiver leeway to declare and
often exaggerate his or her fees and expenses.57
The broadly identical legislation in the United Kingdom are the Insolvency Rules, 1986 made under the
Insolvency Act 1986 and sections 83 and 84 of the Bankruptcy Act are instructive on this matter.
Recommendation 23.

52
53
54
55
56
57

(a)

The proposed insolvency law should provide for the ranking of a receiver, trustee
and liquidator’s remuneration and expenses, among the preferred payments.

(b)

The remuneration should be fixed by a suitable percentage and presented in form of
a bill of costs.

(c)

The bill of costs and remuneration should be subjected to court’s assessment and
taxation as is the case with court bailiffs and advocates.

(d)

The court in taxing and assessing the bill should consider the nature and complexity
of the work undertaken, time properly spent on the receivership and reasonable
expenses incurred.

Mortgage Act, 1974, s. 6(1).
Civil Procedure Rules, O. 38, r. 2.
Companies Act, s. 354.
ibid., s. 241(2)
ibid., s. 315 and Mortgage Act, s. 6(3).
In case of DFCU Bank Ltd v. Michael Mawanda, HCCS 251 of 2001, the application of the income of the receivership
particularly the expense of the receivership is in issue. The matter is sub judice but an interesting judgment should be
expected. See also Sections 83 and 84 of the Bankruptcy Act which provide for remuneration of trustees in bankruptcy
and other persons’ taxation of bill etc
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2.2.19 Government as a debtor.
The fact that Government is the biggest debtor in commercial activities that take place in this economy and the
fact that it has a poor payment record generally invites its special consideration in this report. The Government’s
failure to pay its debts and fulfil its financial obligations towards business people and establishments which
deal with it is responsible for their dismal financial performance which in turn has driven them under, if not
reduced on their capacity to continue transacting business.58
The Government’s continued reluctance or inability to pay debts even when a company has been subjected to
insolvency proceedings has only served to increase expenses on the insolvency. Where recovery against
Government has had to be obtained through litigation, a quick conclusion of the administration of the insolvency
has not been possible until judgement and recovery of the judgement debt. However, the delay in dispensation
of justice in Uganda leads to wastage of time on top of the increasing insolvency expenses.59
In some of the cases studied, it was observed that Government’s failure to settle debt obligations is sometimes
because of petty antagonisms between its officials and the companies (creditors) involved. This was illustrated
in the case of Buwaya Construction Ltd. v. Attorney-General60 where the plaintiff contracted with
Government in May 1987 to build an office block at Entebbe. Government failed to pay an advance to
facilitate the work as agreed forcing the plaintiff to obtain a bank loan to invest into the contract and upon
which the plaintiff started construction immediately. After partly executing the building works, Government
terminated the contract in August 1990 and refused to pay for the works done as stipulated in the contract.
As a result of this the plaintiff run into serious financial difficulties and embarrassment. In 1991, the plaintiff
commenced court action. By that time all the company’s business activities had come to a halt and the
company was heavily indebted and ripe for a petition for winding up for inability to pay its debts. Judgement
was pronounced after four years of protracted litigation, in favour of the company. His Lordship R. Rajasingham
QC after reciting the above facts of the case had this to say“In the brief summary I have made I have sought to highlight the manner in which the
Plaintiff was treated principally by the Permanent Secretary of Ministry of Housing
who, even after payment was approved for verified work completed, would not release
payment. A careful investigation of what went on behind the scenes would, in my
opinion, undoubtedly show that the officer bore some antagonism towards Mr. Kasolo,
the proprietor of the Plaintiff Company.
It is unfortunate that the Government has to pay for his small-mindedness. Even after, termination of the
Plaintiffs contract he was denied any payment at all by that Ministry. The Plaintiff was sent from pillar to post
without any recourse … It is a pity that the Government has no working machinery for ascertainment of the
cause of this liability and surcharging those responsible”.

58

59

60

Reste Corner Hotel Ltd. v. Attorney General, H.C.C.S. No. 1087 of 1999. The company failed to meet its loan
repayment obligations as a result of which it lost its major asset, a well to do hotel located on prime land in the suburbs
of Kampala. The Government on the other hand owed the company money that could have sufficiently paid off the
loan. The Government was made aware of the dire financial problems of the company and the eminent loss of the asset.
The company’s pleas which included a request that payment be paid directly to the loan account all went unheard. The
above suit was filed to recover the debt and general damages for the loss. However, the matter is yet to be heard.
In Ankole Unga Ltd.v. Attorney General, HCCS. NO. 894 of 1999, the receivership which was commenced in
September 1998 cannot be retired before judgment is delivered and recovery completed. This has complicated what
would have otherwise been a simple insolvency case.
Buwaya Construction Ltd. v. Attorney-General, H.C.C.S. No.1 of 1991
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This judgement had not been settled after six years and the liability of Government was being increased daily
by interest. The prerogative orders of mandamus which were invoked by the plaintiff had also not yielded full
payment by that period. In there lies the other major problem involving recovering of judgement debts made
against government– the issue of crown privileges enjoyed by government that include protection from execution
proceedings.61 While it is understandable that this immunity is necessary to protect against the disruption of
government machinery, it has unfortunately been abused as some government officials have also generally
taken an irresponsible attitude towards settling judgements made against government.
The use of the prerogative order of mandamus has also not been helpful as the case is that at the hearing of
the application, the Treasury Officer of Accounts has normally appeared in court with only a part payment of
the decretal sums promising to pay the balance later. The next payment which is also usually a part payment
will normally be paid when another application for mandamus is taken out. The cycle will then be repeated
until full payment or when the creditor gives up thereby making the whole recovery process extremely tedious
and expensive.
Unfortunately some of the privileges have lately been extended to some government corporations like Uganda
Railways Corporation62 which may eventually behave like government knowing that they are secured from
meeting their debt obligations by a law that forces them to pay after a weary and costly process.
By contrast, courts have in the recent past redefined the diplomatic privileges enjoyed by diplomats accredited
to Uganda. In the recent case of Somali Democratic Republic v. Anoop Sundrelal Treon,63 the respondent
sought to set aside a contract of sale on grounds of duress and undue influence. At the hearing of the matter,
the appellant sought to rely on diplomatic immunity, arguing that as a diplomatic mission, it could not be sued.
In its landmark decision, court held that once a foreign government descends into the arena of commerce it
must abide by the rules in the market place, including being sued on contracts.
There is therefore need to revise the privileges enjoyed by government at the very least to help insolvency practitioners
recover monies due to the insolvent estates under their administration so as to reduce costs and expedite the
conclusion of the insolvency. Had for instance, Buwaya Construction Ltd. which now only exists to pursue the
debt, been placed under liquidation or receivership at the commencement of its suit against government, its liquidation
or receivership would still be on today to pursue the recovery without a near end in sight.
Recommendation 24.
(a)

There is need for the re-examination of crown privileges as contained in the
Government Proceedings Act that shield Government from execution proceedings
which ordinarily quicken the process of recovery.

(b)

The proposed insolvency law should allow debtors or the insolvency practitioners
administering their estates under insolvency easy and expedient means of recovery
of judgement debts from government e.g. by allowing the attachment of some
government property.

(c)

There should be criminal prosecution of the petty officers of Government who
aggravate government debt and deliberately frustrate debt recovery efforts of private
companies and other creditors, thereby stifling commerce and business and thereby
promoting poverty.

61

See r. 15 of the Civil Procedure (Government Proceedings) Rules, S.I 69 – 1.

62

See Uganda Railway Corporation Act, No. 331 of 1992.
Somali Democratic Republic v. Anoop Sundrelal Treon, SCCA 4 of 1988, arising from HCCS 976 of 1987.

63
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(d)

The insolvency law should allow debtors under insolvency to commence court action
against such delinquent persons for damages and other necessary relief.

2.2.20 Interest.
The Companies Act contains no express provision on treatment of interest in case of insolvency of the debtor
unlike the Bankruptcy Act.64 However, section 314 of the Companies Act makes provision for the application
of Bankruptcy Rules in winding up of insolvent companies.
Section 69 of the Bankruptcy Act provides that where a debt includes interest or any pecuniary consideration
in lieu of interest, such interest or consideration shall be calculated at the rate not exceeding 8% per year
without prejudice to the right of a creditor to receive out of the insolvent’s estate any higher rate of interest
to which he/she may be entitled after all debts proved have been settled in full. Therefore through section
314 of the Companies Act, the Bankruptcy Act provisions on interest come into play in corporate insolvency.
Under the Prudential Guidelines issued by Bank of Uganda pursuant to section 52(a) of the Financial
Institutions Act, interest on a non-performing asset will continue to accrue but rather than being shown as an
income in the bank’s books, the interest amount due will instead be shown as an interest in suspense.65 The
practice by banks in Uganda is consistent with the aforesaid guidelines. It is actually a settled practice and
norm in the Ugandan economy.
Interest in insolvency matters is a topical issue that calls for serious consideration and debate. The treatment
of interest in insolvency has been the subject of public outcry because when the banks apply this interest, they
as secured creditors lining up after preferential payments take all the remaining proceeds leaving other ordinary
creditors with nothing to take in the insolvency.
The case of Uganda Polybags Ltd.66 provides an interesting study. The company borrowed about US
dollars one million eight hundred thousand ( US $ 1,800,000) from DFCU Ltd and Stanbic Bank Ltd. Upon
failure to repay the loan monies, Uganda Polybags Ltd was placed under receivership in 1997, pursuant to
powers contained in debentures and mortgages. The assets of the company were sold by the receiver in
2000 at US$ Four hundred one thousand (401,000) and the receivership was lifted thereafter. During the
subsequent winding up proceedings commenced against the company, it was established that the company
was still indebted to DFCU Ltd. in the sum of Uganda shillings. One billion one hundred fifty six million four
hundred fifteen thousand thirty four (1,156,415,034/=) according to DFCU Ltd books of accounts. The
company was wound up upon the foregoing claim where interest was a major component.
The stakeholders consulted in this study particularly those that have been subjected to insolvency proceedings,
have expressed a desire that the treatment of interest in insolvency should be clarified in the proposed insolvency
law.
The issue was whether it is logical to subject an insolvent to further interest as that may not afford the insolvent
a chance to recover after insolvency for instance after receivership.
64

Bankruptcy Act Cap 67, s. 69

65

Prudential Guidelines issued by Bank of Uganda, s. 10.

66

Companies Cause No.1 of 2001
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Recommendation 25.
(a)

Interest should be suspended once insolvency proceedings commence.

(b)

The interest can be claimed if upon the settlement of all the creditors’ claims, there
are still assets from which it may be recovered.

(c)

In cases where recommendation 2 above applies, interest recoverable should not
exceed the rate of 8% per year from the date of commencement of insolvency.
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CHAPTER THREE
INDIVIDUAL INSOLVENCY (BANKRUPTCY).
3.1

Jurisdiction of courts in bankruptcy.

Under section 2 of the Bankruptcy Act, jurisdiction is left open to “the court having jurisdiction in bankruptcy”.
Under the Bankruptcy Jurisdiction (Delegation) Order, S.1 71-2, it would seem that jurisdiction is vested
in the High Court with some limited jurisdiction delegated to the magistrates courts. Under the said order,
magistrates courts are vested with power to appoint an interim receiver to protect the bankrupt’s estate and
to receive petitions for onward transmission to the High Court.
There seems to be no serious justification for granting exclusive jurisdiction in bankruptcy proceedings to the
High Court.
While this study has recommended that in cases of corporate insolvency, jurisdiction should be exercised
exclusively by the High Court67, jurisdiction in the case of individual insolvency, on the other hand, should be
left open to all courts exercising civil jurisdiction over individuals according to their pecuniary limits as set by
the existing law.
The rationale behind this proposal is that:–
(a)

there is easy access to courts for any person seeking redress in matters of individual insolvency;

(b)

the law relating to individual insolvency is not that complicated to warrant exclusive jurisdiction
of the High Court;

(c)

easy access to court and cheap procedures in cases of personal insolvency will make the law
more popular and improve on the debt paying culture in this country.

Furthermore, limited jurisdiction can also be extended to the executive committee courts. This, it is envisaged,
will help in the recovery of small debts that may make a difference in the lives of creditors who may not be able
to meet the statutory minimum debt68.
This is particularly true of rural creditors against their rural debtors. Already the executive committee courts
whose jurisdiction under the Executive Committees (Judicial Powers) Act Cap.8 is restricted to matters
whose value does not exceed 5,000/= have heard and successfully disposed of many simple cases of a civil
nature in their jurisdictions.
The commission observes that executive committee courts have generally become more popular and accessible
in matters relating to settlement of simple disputes compared to magistrates’ courts which are also mandated
to hear simple debt disputes whose value does not exceed 1,000/= under the Debts (Summary Recovery)
Act.
When the execution of a decree made by an executive committee court is returned unsatisfied, the court may
then issue a bankruptcy notice and forward the matter to the chief magistrate who upon further investigation of
the matter may make a bankruptcy order.
However, the commission is appreciative of the possible abuse of the simplified procedures especially in the
countryside and particularly in the lower courts.
67
68

See recommendations under paragraph 5.1. above.
This recommendation was not presented and debated at the workshop owing to constraints of time. However the
recommendation was presented to and adopted by the task force.
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Although the law has made provisions to cater for such abuses, e.g. through the supervisory powers of the
High Court, these powers have been rendered ineffective not because of the weakness of the law, but because
of lack of logistics and resources. It is the commission’s proposal therefore that chief magistrates present
returns to the High Court on all insolvency matters that they may have handled periodically for instance, every
six months.
This should not be an insurmountable task as the judiciary is in a drive to computerise its department. Therefore
provision of information, monitoring and supervision will be made a lot easier.
Recommendation 26.

3.2

(a)

Jurisdiction in individual insolvency should be left open to all courts exercising civil
jurisdiction over individuals according to their pecuniary limits as set by the existing,
law.

(b)

Limited jurisdiction be extended to executive committee courts to expedite the
recovery of small debts that may make a difference in the lives of creditors who may
not be able to meet the statutory minimum debt.

Jurisdiction over individuals.

Under section 2(2) of the Bankruptcy Act, it is provided that a debtor includes any person whether
domiciled in Uganda or not who at the time when any act of bankruptcy was done or suffered by him or
her,
(i)

was personally present in Uganda; or

(ii)

ordinarily resident or had a place of residence in Uganda; or

(iii)

was carrying on business in Uganda or by means of an agent or manager; or

(iv)

was a member of a firm or partnership which carried on business in Uganda.

Under section 5(1)(d) of the Bankruptcy Act, a creditor is not entitled to present a bankruptcy petition against
a debtor unless the debtor is domiciled in Uganda or within a year before the date of presentation of the
petition has ordinarily resided or had a dwelling house or place of business or has carried on business in
Uganda personally or by means of an agent or manager or within the said period has been a member of a firm
or partnership of persons which has carried on business in Uganda by means of a partner or partners or an
agent or manager.The net effect of the two sections is that bankruptcy proceedings may not be commenced
against a debtor who has committed an act of bankruptcy pursuant to section 2(1) where the foregoing
requirements of section 5(1)(d) are not met. No rationale can be established for this confusing scenario.
While the ULRC recommends that the definition of “debtor” in section 3(2) of the Act should be retained as
a basis for exercising jurisdiction over individuals generally in personal insolvency matters in Uganda, there
seems to be no justification for maintaining domicile under section 5(1)(d) of the Act in these modern times of
electronic commerce and information technological advancement.A creditor should be free to commence
bankruptcy proceedings against a debtor provided that the debtor has assets within Uganda from which
creditor’s claims may be settled.
Recommendation 27.
(a)

The definition of “debtor” in Section 2(2) of the Bankruptcy Act should be retained
as a basis for exercising jurisdiction over individuals.

(b)

Section 6(1)(d) of the Act should be done away with.
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3.3

Proceedings in bankruptcy.

3.3.1

The minimum debt.

Under section 6(1)(a) of the Bankruptcy Act, the minimum debt owed to a petitioning creditor or creditors in
aggregate is Uganda Shillings One thousand only (UShs. 1,000/=).
With the currency reforms of 1987, this amount was reduced to ten Uganda shillings (UShs. 10/=).69 This
amount cannot be sustainable any longer in insolvency proceedings. In England and Wales, the minimum debt
in insolvency is seven hundred and fifty pounds sterling (£750),70 equivalent to approximately Uganda Shillings
one million eight hundred thousand (UShs. 1,800,000/=). In Hong Kong, the Law Reform Commission of
Hong Kong recommended the minimum debt to be Hong Kong Dollars Ten thousand (HK$10,000), while
the Harmer Report recommended Two thousand Australian Dollars (A$2,000) as the minimum debt.71
It should be observed that the minimum debt under the Bankruptcy Act is the same as in the case of companies.72
The figure of Shillings one million eight hundred thousand only (1,800,000/=) as compared to the minimum
debt in the United Kingdom is considered to be on the higher side in individual insolvency in Uganda, given
that the average claim against individuals in civil litigation in the lower courts is much lower. A figure of Shillings
one million only (1,000,000/=) should be appropriate to constitute a minimum debt in insolvency.
Furthermore, the minimum debt set for an individual should be different from the minimum debt applicable in
corporate insolvency. This is because a company is a much larger entity comprising of at least two (2)
people.73 Secondly a debt, giving rise to insolvency proceedings in a corporate body is more likely to arise out
of a commercial transaction which may not necessarily be the case with individuals. Thirdly, insolvency
proceedings against a company ultimately lead to its winding up and de- registration. In other words, insolvency
proceedings against a company literally mean the execution of the company.
Going by the argument in paragraph 6.3.1.7 above, shillings three million only (shs. 3,000,000/=) is more
reasonable as the minimum debt in cases of corporate insolvency. This figure is derived from the fact that
claims against corporations in civil litigation are, on the average, within that range.
The main cause of the anomaly in the existing minimum debt has been occasioned by inflation. Therefore it
would be prudent if such minimum amounts proposed were expressed in currency points for ease of amendments
and regulation to avoid the effects of inflation and devaluation of currency in the future.
Recommendation 28.

69
70
71
72
73

(i)

One million Uganda shillings (U.Shs.1,000,000/= ) be set as the minimum debt in
personal insolvency.

(b)

Three million Uganda shillings (Ug.shs.3,000,000/= ) be set as the minimum debt in
cases of corporate insolvency.

(c)

The above sums should be expressed in currency points.

The Currency Reform Statute, No.2 of 1987.
See the Insolvency Act 1996 (United Kingdom).
See The Law Reform Commission Of Hong Kong, Report on Bankruptcy (May 1995) and the Harmer Report (1987).
See the Bankruptcy Act, s. 6(1) (a) and the Companies Act s. 223.
The Companies Act Cap.85 under section 4(1) requires at least two (2) people to form a private limited liability
company and at least seven (7) people to form a public limited liability company.
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3.3.2

The acts of bankruptcy.

The current law requires a petitioning creditor to prove that a debtor has, within three (3) months before
presentation of the petition, committed an act of bankruptcy.74
The law provides for various forms of acts of bankruptcy and these range from departing from the country,
keeping house (an expression meaning barring one’s residence to the intrusion of creditors seeking to
recover their debts), to an admission of suspending debt payment and petitioning for one’s own bankruptcy.75
The arguments for retention of acts of bankruptcy are quite plausible. As bankruptcy proceedings generally
have a severe effect on the status and social standing of an individual, proof of an act of bankruptcy serves as
a mechanism to ensure that only truly insolvent persons are either declared bankrupt or subjected to bankruptcy
proceedings.
Furthermore, acts of bankruptcy constitute the definitive and precise events that give a creditor a right to
commence bankruptcy proceedings against a debtor provided he/she satisfies the other requirements of the
law e.g. the provisions of minimum debt.
However, the arguments against the retention of acts of bankruptcy are just as weighty and need consideration.
A close study of acts of bankruptcy reveals that these are age long requirements that have outlived their
usefulness. The most pertinent issue today is inability to pay a specified debt, a fact not taken into account
with the maintenance of acts of bankruptcy as a prerequisite to petitioning for bankruptcy and yet interestingly
taken into account in cases of corporate insolvency.
The moribund acts of bankruptcy would threaten or deter a debtor from seeking to arrange his or her financial
affairs with his or her creditors without bankruptcy as any step to that end in itself constitutes an act of
bankruptcy.
Acts of bankruptcy furthermore make procedure in bankruptcy expensive and unnecessarily complicated.
So unnecessary and obsolete are these acts of bankruptcy that they have not been used in many jurisdictions
e.g. East Africa and are rarely used in other jurisdictions e.g. the United Kingdom and Australia. The cases
reviewed in East Africa have shown that bankruptcy proceedings have generally stemmed from failure to pay
judgement debt. The few cases in Uganda are In Re Nadiope (1959) E.A.950, In Re Teddy Sseezi Cheeye,
Bankruptcy Cause 1 of 1997 and In Re Samson Sempasa and Freddie Mukasa, Bankruptcy cause 19 of
2000, In re Mayanja Nkangi, Bankruptcy Cause No. I of 2001. The cases in Kenya are In Re Alexio C.
Fernendes 17(1) KLR 47 (1936), Joginder Singh Nandra Vs Munshi Ram & Co., Civil Appeal 65/93 and
In Re Motta Singh 16(1) KLR 33 (1934).
Acts of bankruptcy have since been abolished in the United Kingdom, Australia and recommended for abolition
in Hong Kong.
For the above reasons, the Commission’s consultants, Clare Manuel and the Reid & Priest LLP Team, have
both recommended in their reports that acts of bankruptcy be abolished in Uganda. Many stakeholders
consulted made similar recommendations.

74
75

See the Bankruptcy Act Cap. 67, ss.2 (1) and 5 (1)(b)
See ibid., s. 3 (2).
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However this study disagrees with section 95 of Reid & Priest LLP Team’s proposed Bankruptcy Bill which
is a clear contradiction of their own proposal inasfar as it maintains acts of bankruptcy as a prerequisite to
presenting a petition for bankruptcy.
Recommendation 29.

3.3.3

(a)

Acts of bankruptcy be abolished and clear concepts establishing a debtor’s inability
to pay debts as a basis of commencement of bankruptcy proceedings be put in their
place.

(b)

The use of bankruptcy notice be widened to cover and include other debts other than
judgement debts.

(c)

The bankruptcy notice in its widened application should suffice to give notice to the
debtor while affording him/her the right to set it aside.

Procedure in bankruptcy.

The Bankruptcy Act provides for two (2) stages in bankruptcy proceedings. First, the petitioner must obtain
a receiving order and thereafter an adjudication order.76In the case of a judgement debt, a bankruptcy notice
must first be issued before the petition.77 The effect of a receiving order is to put the assets of the debtor under
the protection of the official receiver and against proceedings by creditors. An adjudication order adjudges
the debtor bankrupt. At this stage, the insolvent’s assets are vested in a trustee in bankruptcy. The assets
thereupon become divisible amongst the insolvent’s creditors.
While the Act empowers the Chief Justice, with the approval of the Minister, authority to make general rules
for carrying into effect the objects of the Act,78 no rules providing for procedure in bankruptcy have been
made. In their absence, the United Kingdom Bankruptcy Rules of 1915 made under the Bankruptcy Act of
1914 are made applicable under section 162 of the Act.
Interestingly, the Chief Justice has made amendments to the UK Bankruptcy Rules of 1915 in respect to
court fees.79 The other attempt at amending the rules has been the amendment of the Advocates (Remuneration
and Taxation of Costs) (Amendment) Rules of 1996 providing for remuneration of advocates in bankruptcy
matters.
The two-stage system of bankruptcy proceedings as provided for under the Act has since long been discarded
in other jurisdictions e.g. U.K and recommendation of its abolition made in Hong Kong and Australia. The
rationale for the two stage system was to give the debtor time to settle his or her debts or make an arrangement
with his or her creditors before being adjudged bankrupt.
However, the studies carried out in jurisdictions where bankruptcy law and practice has been more vibrant
show that debtors have not usually settled their debts in this time gap. They have waited until the last possible
moment before paying. It is for these reasons that Clare Manuel recommended that this two-stage bankruptcy
order procedure be discarded for a single order procedure.80 Notably, the Reid & Priest LLP Team retained
the two-stage bankruptcy order procedure without giving any justification.81
76
77
78
79
80

81

Ibid., ss. 4 and 19.
Ibid., s. 3.
Ibid., ss. 161 and 119
See the Court Fees (Amendment Rules) 1991
See Clare Manuel’s Report, at p. 9. Also see the Cork Committee Report, 1982, the Harmer Commission Report, 1987
and Hong Kong Law Reform Commission Report on Bankruptcy, 1995.
See Sections 95 and 110 of Reid & Priest LLP Team’s proposed Bankruptcy Bill.
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While this study is in agreement with Clare Manuel’s recommendation the reasons this study is advancing for
doing so are rather different. The few recent bankruptcy cases in Uganda have shown that debtors have
settled their debts upon or even before the making of receiving orders.82
This however may be explained by the fact that bankruptcy proceedings are still alien in Uganda and therefore not
fully appreciated. The rush to settle debts by the debtors is therefore out of fear of the unknown. However, this
attitude arising from fear of consequences of bankruptcy may not last as these proceedings become popular and
demystified with time. It is therefore necessary to reform this system at this stage to take care of possible future
abuse.
Like Clare Manuel, the consultants for this study recommended and the stakeholders agreed that the twostage system currently in force be discarded for a single bankruptcy order. As has been already recommended
that a bankruptcy notice be modified to cater for all debts, it is envisioned that this will form an adequate
demand before commencement of bankruptcy proceedings and obtaining of a bankruptcy order.
The single order system will go a long way in instilling a culture of debt repayment in Uganda’s commercial and
business community and enhance creditor confidence in the economy by availing more credit.
Furthermore, there is need for subsidiary legislation governing procedure in bankruptcy to be made to cater
for the peculiar Ugandan bankruptcy circumstances to give effect to the recommendations made. It is a
shame that Uganda still relies on the Bankruptcy Rules of 1915 which have long since been discarded in
England.83 It is even a bigger shame that in the over seventy years of the application of the Bankruptcy Act in
Uganda, Uganda has not made her own rules.
Recommendation 30.

3.3.4

(a)

The two-stage bankruptcy procedure currently in force should be discarded for a
single bankruptcy order.

(b)

Subsidiary legislation governing procedure in bankruptcy should be made to cater
for the peculiar Ugandan bankruptcy circumstances to give effect to the
recommendations made.

Termination of proceedings.

Under section 6 (7) of the Bankruptcy Act, a creditor’s petition once presented cannot be withdrawn save
with leave of court. Likewise, a debtor who has petitioned for his or her bankruptcy cannot withdraw the
petition save with leave of court. This is provided for under section 7 (2) of the Act.
The above provisions of the law are in line with the rationale and principle that bankrupcy proceedings are
meant for communal benefit by collecting the bankrupts property for the benefit of his or her creditors and the
state in as far as payment of his or her debt and tax obligations are concerned.
Therefore, any withdrawal of a petition could prejudice other creditors who have not come to court. Such
withdrawal is likely to be actuated by a preferential settlement, an undesirable practice in insolvency law.
82

83

In Re Teddy Seezi Cheeye (supra), the debtor entered into a settlement with his creditors upon the making of the
Receiving Order. In Re Livingstone Sempasa and Freddie Eddie Mukasa, (supra) the debtors paid up as soon as court
established that the former had committed an act of bankruptcy. In Re Joash Mayanja Nkangi,(Supra) the debtor paid
a substantial deposit on the due debt upon service on him of a Bankruptcy notice.
Following the enactment of the Insolvency Act of 1986 in UK, several rules have since been made to cover procedure,
practice, remuneration and fees etc.,
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Recommendation 31.

3.4

(a)

Any withdrawal of the petition should be made with leave of court.

(b)

Any withdrawal of a petition should be investigated.

(c)

A withdrawal should be denied if it has the effect of prejudicing other creditors.

Discharge of bankruptcy.

This is the process by which a bankrupt is released from many of the consequential effects of bankruptcy.
Under section 19 (1) of the Bankruptcy Act, the court at the time of adjudging a debtor bankrupt specifies in
the adjudication order the period within which the debtor shall apply for his or her discharge. The application
for discharge is made under section 28 of the Act . Under section 28 (2) the application is only heard in open
court after the conclusion of the public examination of the bankrupt.
Under section 28(3) of the Act, court on hearing the application must take into consideration a report of the
official receiver of Uganda or any reciprocating territory as to the bankrupt’s conduct and affairs including a
report as to the bankrupt’s conduct during the proceedings under his or her bankruptcy.
Court may either grant or refuse an absolute order of discharge or suspend the operation of the order for a
specified time or grant an order of discharge subject to any conditions with respect to any earnings or income
which may afterwards become due to the bankrupt or with respect to his or her after acquired property.
The previous consultants, Reid & Priest LLP Team and Clare Manuel, criticised this procedure for being
cumbersome and inflexible and further recommended procedure for automatic discharge after a fixed period
of time if no objection is raised.84 This, they argued would be more conducive to entry into the private sector
by producers and investors.
The Reid & Priest LLP Team particularly recommended that a debtor should be permitted to receive an automatic
discharge even if he or she had previously been bankrupt or had made a composition with his or her creditors so
long as a sufficient period of time had passed since the previous bankruptcy or composition. These recommendations
are based on the laws and practice in other jurisdictions e.g. USA, United Kingdom and Australia.85
Clare Manuel’s argument for the case for automatic discharge is that it would give the bankrupt an incentive to
cooperate with the trustee in bankruptcy and shift the emphasis of bankruptcy from retribution to rehabilitation.
While a section of participants at the workshop agreed with the recommendation of the consultants, the
section across the divide argued that there was need for court to investigate every discharge so that those truly
meriting the order of discharge are the ones discharged. They argued that the investigation of the bankrupt at
the point of his or her discharge may help in his or her rehabilitation as court may make any orders or grant
such conditions for discharge that may aid him or her to fully integrate into society.

84
85

See the Reid & Priest LLP Team Report at pp. 13-14 and Clare Manuel’s Report at p. 10.
See s.727 (a)(8) of the US Bankruptcy Code of 1978 and the UK Cork Committee Report, 1982 and the Harmer
Commission Report, 1987.
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In Uganda, moral values have been greatly eroded from society and cheats will go to all extents to keep their
loot while keeping face in public life. The commission is therefore of the considered opinion that automatic
discharge would open bankruptcy proceedings to abuse. The onus should remain on the bankrupt to apply
for his or her discharge and prove his or her case.
There is no justification in putting creditors to further expenses as proposed by the previous consultants. It is
important that court still investigates the bankrupt at this stage as doing otherwise would let the bankrupt to go
off scot-free, with his or her after acquired property unexamined and untouched.
Presently the court has powers to require the bankrupt to consent to a decree being entered against him or her
for any balance of the debts provable under bankruptcy which is not satisfied at the time of discharge, payable
out of his or her future earning or his or her acquired property as a condition for his or her discharge, where
it is shown to court that the bankrupt committed an offence under the Bankruptcy Act.86 Execution can even
be issued on the decree with leave of court on proof that the bankrupt has since his or her discharge acquired
property or income available towards payment of his or her debts.87 This provision adequately takes care of
any bankrupt who may have hidden property hoping to escape and enjoy it after discharge. Section 28 of the
Bankruptcy Act is satisfactory.
Recommendation 32.
Section 28 of the Bankruptcy Act is satisfactory and should be retained with the necessary
modifications.
3.5

Property available for payment of debts.

Under section 20 of the Bankruptcy Act, upon the appointment of a trustee in bankruptcy, all the property of
the bankrupt vests in the trustee. Under section 40 the trustee’s title in the property relates back to the time
of commission of the act of bankruptcy on which the petition for bankruptcy was grounded.
Under sections 197 and 198 of the Registration of Titles Act, the official receiver and trustee in bankruptcy
upon their appointment may be registered as proprietor of the land whose owner has been adjudged bankrupt
or in respect of whom a receiving order has been made.
Under section 41(2) of the Bankruptcy Act, the property of the bankrupt vested in the trustee and is divisible
amongst his or her creditors, is-

86
87
88

(i)

all property belonging or vested in the bankrupt at the commencement of the bankruptcy or
may be acquired by or devolve on him or her before his or her discharge;88

(ii)

the capacity to exercise and to take proceedings for exercising all such powers in or over or
in respect of property as might have been exercised by the bankrupt for his or her own benefit
at the commencement of his or her bankruptcy or before his or her discharge. This would
include actions for trespass, conversion, detinue and rent;

(iii)

all goods, being at the commencement of the bankruptcy in the possession, order or disposition
of the bankrupt, in his or her trade or business, by consent and permission of the true owner,
under such circumstances that he or she is the reputed owner, e.g. a lease or tenancy.

Bankruptcy Act Cap 67, s. 28 (3) (a)(iv).
Ibid.
Note that on the basis of court decision in the cases of Shah v. The Attorney General (1970) EA 523. E.F. Ssempebwa
v. The Attorney General, Constitutional Case No. 1 of 1986, a decretal sum in a judgment is property.
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Under section 41(1) of the Bankruptcy Act, the property that is exempt from the division amongst creditors is:
(i)

any property held by the bankrupt on trust for some other person;

(ii)

the bankrupt’s tools of trade, the necessary wearing apparel and bedding for himself, his wife
and children whose value may be determined by court having regard to the bankrupt’s station
in life.

Notably, the matrimonial home of the insolvent is not exempt. These provisions of the law do not sufficiently
provide for the livelihood and survival of the bankrupt and his or her family. These sections pronounce
retribution more than rehabilitation of the insolvent and the persons more likely to suffer as a result of this are
members of the insolvent’s family, more than the insolvent.
Furthermore, section 41 of the Bankruptcy Act does not favourably compare with section 44(i) of the Civil
Procedure Act which excludes certain properties of a judgement debtor from attachment. The property
exempted under the Act includes–
(a)

necessary wearing apparel, cooking vessels, beds and bedding of the judgement debtor and
his wife and children,

(b)

tools of artisans,

(c)

books of accounts,

(d)

stipends and gratuities allowed to pensioners,

(e)

salary,

(f)

an expectancy of succession of survivorship or other contingent or possible right or interest,
and

(g)

a right of future maintenance.

The modern approach in Uganda today and elsewhere in the world is to protect the family unit and its home.
E.g. it is a constitutional right in Uganda for children to have shelter among other things. Other recent provisions
of the law that are to this end include the Land Act whose section 39 protects the family home, being the land
on which a person resides and derives livelihood with his spouse and dependent children.The Children Act
and the Domestic Relations Bill and the arguments and debates they have generated are evidence of the
importance and sanctity of the protection of the family unit in Uganda.
Recommendation 33.
(a)

The relevant provisions of the Bankruptcy Act should be modified to give individual
insolvency a humane approach.

(b)

The insolvent’s salary or a specified part of it should be exempt.

(c)

Cooking vessels, religious ornaments, the family home and other necessities of life
that should cater for the insolvent and his or her family’s basic needs of life should
be exempt.
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3.6

Consequences of Bankruptcy.

Under section 99 of the Bankruptcy Act, a debtor adjudged bankrupt is disqualified from acting as a justice
of the peace, mayor, alderman or municipal councillor.
Under Article 80(2)(d) of the Constitution , an un-discharged bankrupt is disqualified from seeking election as
a member of Parliament and under Article 102 of the Constitution is disqualified from becoming President.
Furthermore, an un-discharged bankrupt will not practice law in the courts of Uganda under the provisions of
section 11(a) of the Advocates Act. Many other laws provide for the disqualification of un-discharged bankrupts
from holding many other offices or acting in certain capacities.
Currently in the United Kingdom there are proposals in a white paper on bankruptcy which among others,
seek to reduce or lift the stigma of bankruptcy by allowing an un-discharged bankrupt to remain a member of
Parliament, school governor and even a trustee of charities. The argument propelling these proposals is that
as compared to the United States of America, enterprise in the United Kingdom is less flourishing because of
its less friendly bankruptcy legislation.89
The provisions of section 99 of the Bankruptcy Act seem appropriate and if possible should be extended to
all public offices. The experience in Uganda is that debtors have often used positions of influence, where they
have access to them, to avoid paying their debts. Therefore the enactment of “friendlier” bankruptcy legislation
will only open the insolvency process to abuse.
Recommendation 34.

3.7

(a)

The law should maintain a strong stance on the consequences of bankruptcy.

(b)

Section 99 of the Bankruptcy Act should be maintained and if possible extended to
all public offices.

Individual voluntary arrangements.

The current law allows the debtor to enter into an arrangement with his or her creditors in two ways
3.7.1

Arrangements under the Bankruptcy Act.

Under
the Bankruptcy Act, the debtor adjudged bankrupt or in respect of whom a receiving order has been
.
made may propose a composition in satisfaction of a debt or a scheme of arrangement of his or her affairs.90
The settled difference between these two is that with a composition, the debtor proposes a payment to his or
her creditors, retains control of his or her assets and may further deposit security for the performance of the
composition. In the case of a scheme of arrangement the trustee in bankruptcy administers the bankrupt’s
estate for the benefit of the creditors.
3.7.2 Arrangements under the Deeds of Arrangement Act.
The other way is by entering into an arrangement under the Deeds of Arrangement Act. This law allows the
debtor to voluntarily enter into an arrangement with his or her creditors before bankruptcy.
A modern law should enable a debtor to make an arrangement with creditors within or outside the traditional
concept of bankruptcy.

89
90

See Julian Wood, ‘The Insolvency Act 2000’, The Chartered Secretary, May 2001, pp. 14-6.
See the Bankruptcy Act Cap 76, ss. 17, 18 and 22.
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The irony, however, is that a debtor’s entering into an arrangement with his creditors under the Deeds of
Arrangement Act constitutes an act of bankruptcy,91 and may actually trigger off bankruptcy proceedings as
the Act provides for no protection of the debtor while he or she negotiates the arrangement. Little surprise
that the Act has generally stayed in disuse in Uganda for the last thirty years92 yet agreements to settle debts,
deeds of acknowledgement of debts and arrangement in many other informal forms are concluded everyday.
Similar problems with these provisions were encountered in other jurisdictions like the United Kingdom
where the Cork Committee Report established that prior to 1982, only 26 arrangements had been registered
in England and Wales.93 The United Kingdom Insolvency Act of 1986 which was enacted pursuant to the
studies and recommendation of the Cork Committee introduced the procedure of individual voluntary
arrangements providing for the debtor’s seeking and obtaining an interim protective order of court while he or
she proposes and negotiates an arrangement with his or her creditors.94
The debtor at the point of obtaining a protective order also submits his or her proposal to the court. The
debtor’s affairs are then placed under the care of a nominee (an insolvency practitioner) who studies the
proposal and submits a report to court which, based on his or her findings, lifts the protective order or extends
it for the purpose of summoning a creditor’s meeting to consider the proposal.
The above procedure has since been adopted in other jurisdictions including Australia and New Zealand.
While the Reid & Priest LLP Team declined to review the Deed of Arrangement Act, Clare Manuel proposed
that Uganda adopt the practice and the law on individual voluntary arrangement in the United Kingdom.
This study is in agreement with Clare Manuel’s proposal that Uganda in line with other countries which have
reformed their insolvency law, introduces similar individual voluntary arrangement procedure. This procedure
will undoubtedly find favour with the debtors who will no longer need to hide and enter into unending agreements
to pay debts, but run to court and obtain protection while they propose a settlement. Debtors who can
realistically avoid bankruptcy will be given a chance to do so.
For the creditors, the procedure offers a quick and cheap means of obtaining an accord and satisfaction.
They would have an option of settling for a less but definite amount sooner than waiting for a dividend after
lengthy and costly insolvency proceedings.
Recommendation 35.
Uganda should introduce similar individual voluntary arrangement procedure as was done in the
United Kingdom.

91
92
93
94

See the Bankruptcy Act, s. 2 (1) (a).
Research at the Registrar General’s office confirms this.
See the Cork Committee Report, 1982 and Clare Manuel’s Report.
See UK Insolvency Act 1986, part VIII.
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CHAPTER FOUR
CROSS BORDER INSOLVENCY.
4.1

The need for a modern Ugandan legislation on cross border insolvency.

As the world market becomes more and more globalised, trade and commerce are extending beyond borders.
This coupled with the high technological advancement which has amongst other developments introduced. Ecommerce (electronic commerce), has brought with it the risk of insolvency proceedings commenced in a
single jurisdiction spilling over into other jurisdictions and possibly affecting trading partners (creditors and
debtors) worldwide. This extends to properties and assets that the insolvent may have or hold interests in
around the globe.
With the opening up of markets in Africa and the former communist block in Eastern Europe and the risks of
insolvency as discussed above, there is need to develop legislation recognising foreign insolvency proceedings
with a view of establishing streamlined insolvency procedures across borders.
There are risks and dangers associated with globalisation that have attracted mass protests and demonstrations
around the world.95 There is pressing need for the state particularly in the third world to protect its peoples
and resources against the evils of globalisation. The entry of stronger economic entities in a generally weaker
economy like Uganda may trigger off or accelerate insolvency of smaller businesses within that economy and
dispossess its people of its resources.
Therefore, while the study will encourage the enactment of legislation aimed at assisting and recognising
foreign insolvency proceedings, it will recommend even at this point that the law should protect creditors and
debtors as well as property in Uganda. Uganda should adopt this as its policy on cross border insolvency.
4.2

Current position under the Bankruptcy Act and Companies Act.

4.2.1

The Bankruptcy Act Cap.67.

The provisions relating to cross-border insolvency in the Bankruptcy Act will be found in Part IX of the Act.
The provision therein applies where the bankruptcy proceedings originate from a country with reciprocal
arrangements with Uganda.
Under Section 148 of the Act, the Minister if satisfied that the legislature of any territory has enacted provisions
for reciprocity in bankruptcy which in that territory have the like effect as the provisions of part IX in the Act,
may by statutory instrument declare such territory a reciprocating territory. Under the Reciprocating Territories
Instrument, the reciprocating territories for the purpose of the Bankruptcy Act are Kenya and Tanzania.96
Under section 149 of the Act, where a receiving order or an order of adjudication or any appointment of
special manager or an interim receiver is made in a reciprocating territory in bankruptcy proceedings against
a debtor having property in Uganda, such order of appointment shall have a like effect as if it had been made
in bankruptcy proceedings against a debtor in Uganda.
95

e.g. the protests against the World Conference on Globalisation in Seattle, the protests in Ottawa Canada in April 2001,
and protests in Melbourne Australia during the World Leaders Forum on Globalisation, and the protests in Genoa, Italy
in July 2001.
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See S.1 71-5 Vol. IX Laws of Uganda, Part IX of the Bankruptcy Act Cap.53 Laws of Kenya provides for reciprocity with
other territories in exactly similar terms in Section 151 (analogous to Uganda’s S.149). In Tanzania reciprocity is
provided for in part IX of the Bankruptcy Ordinance of Tanzania Cap.25. The relevant Section is 150 (analogous to
S.149 of Cap.71). Under General Notices No.173 and 174 of 1923, the Uganda Protectorate and the Colony and
Protectorate of Kenya were declared reciprocating territories
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The debtor and his or her creditors are deemed to be in the same position and have the same rights and
privileges and are subject to the same disqualification, restrictions, obligations and liabilities in every respect
as if the order of appointment had been made under the Bankruptcy Act of Uganda. The assets of the debtor
are then vested in the official receiver, interim receiver, special manager or trustee as the case may be, of a
reciprocating territory officiating in bankruptcy proceedings.97
The official receiver, interim receiver etc., of the reciprocating territory may require the official receiver of
Uganda to act as his or her agent either in regard to any specific matter or generally to take all such steps as
may be lawful under the Bankruptcy Act of Uganda for the discovery, seizure, protection, disclaimer or
realisation of any property of the bankrupt situated in Uganda. Likewise, the official receiver of Uganda,
interim receiver, special manager or trustee in bankruptcy may require the official receiver or bankruptcy
official of a reciprocating country to act as his agent under section160 of the Act.
The mode of requesting the official receiver of Uganda to act as such agent is provided for in section 153(i) of
the Act. Basically the provision is made for notice of the request to be published in the Gazette and thereupon
without further formality or authority, the official receiver obtains the same rights, powers and duties as are
conferred upon him under the provisions of the Act in other cases. The official receiver is required to file the
original or authenticated copy of the request with the registrar of the High Court for purposes of obtaining a
judicial notice of his or her appointment.
Under section 154 of the Act, the official receiver of Uganda is under duty to remit to his or her principal
abroad all the proceeds of the realisation of the bankrupt’s property and all other money of the estate coming
into his or her hands as agent, after deducting his or her expenses. The distribution to creditors is carried out
according to the law of the reciprocating territory.
Section 155 of the Act provides that proofs of local debts of the bankrupt in Uganda may be filed with the
official receiver of Uganda in the prescribed form under the law of the reciprocating territory and it is the duty
of the official receiver of Uganda to receive, deal with and forward the proofs to the official receiver, etc. of
such reciprocating territory.
Under section 157 of the Act, any order or warrant issued by a reciprocating court is enforceable in Uganda
as if a court in Uganda had made it. Section 159 of the Act limits powers of the local courts in entertaining
proceedings arising out of the bankruptcy with certain exceptions, e.g. cases instituted against the official
receiver in respect of any matters within the scope of his or her authority in his or her capacity as agent or
when court has been requested by the reciprocating court to act in aid or act as an auxiliary.
Section 159 of the Act covers concurrent bankruptcies that is, bankruptcy or insolvency proceedings instituted
concurrently against the same debtor in any two or more reciprocating territories one of which may or may not
be Uganda. The property in Uganda of a debtor who is subject to concurrent bankruptcy proceedings will
vest in the trustee etc appointed in the territory where the order of adjudication is first made. If two or more
such orders bear the same date or if for any reason no such adjudication order is made, then the property shall
vest in or be administered by the trustee or receiver of the territory where the receiving order is made first.
While it is provided under section 161 of the Act that the Chief Justice with the approval of the Minister may
make rules for the purpose of carrying into effect all or any of the objects of Part IX of the Act, no such rules
have been made in Uganda.
97

Bankruptcy Act, s. 151.
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4.2.2

The Companies Act Cap. 110.

The Companies Act does not make provision for aiding foreign insolvency proceedings but provides for the
winding up of foreign companies against which winding up proceedings have been commenced.
Under section 222(g) of the Act, court is empowered to wind up a company incorporated outside Uganda
but carrying on business in Uganda if winding up proceedings have been commenced against it in its country
or territory of incorporation or in any other country or territory in which it has established a place of business.
The official receiver or creditor or contributory may present a petition for the winding up of this company. No
winding up order, however, can be made unless court is satisfied that the liquidator or provisional liquidator of
the company in the country where winding up proceedings have been commenced in respect of it, has requested
the official receiver to present the petition.98
Under section 363 of the Companies Act, a foreign company which has been carrying on business in Uganda
may be wound up as an unregistered company if it ceases to carry on business in Uganda. Section 362 of the
Act provides for the circumstances under which an unregistered company may be wound up and among these
is failure to pay its debts.99
Despite its over seventy years of existence in Uganda, this Study has not found any cases on reciprocity in the
last 30 years under the Bankruptcy Act.100 Nevertheless as mentioned earlier, the era of disuse of these
reciprocity provisions may be over, making them more relevant today than ever before.
Generally winding up proceedings in the case of companies or the making of a receiving or adjudication order
in the case of personal bankruptcies by a foreign court will not protect the insolvent’s assets from creditors in
Uganda unless the official receiver of that foreign jurisdiction seeks aid from courts in Uganda or requests the
official receiver in Uganda to act as his or her agent.
Even then, this is an option only available in cases of personal insolvency (bankruptcy proceedings). The
option available in corporate insolvency is for the official receiver or a contributory or creditor of the company
to petition for the company’s winding up under sections 222(g) and 224(e) of the Companies Act and hope
that the petition is concluded faster than any other creditor’s action. This is because orders made by the High
Court in the exercise of the foregoing jurisdiction and powers may be enforced as orders made in any other
suit by the High Court pursuant to Section 406 of the Act.
Such orders may be enforced in foreign jurisdiction where reciprocal arrangements may exist under substantive
civil law.101
98
99
100

101

Companies Act Cap. 110, s. 224(1)(e).
ibid., ss. 362 (3)(b) and 362 (4).
The Registrar General wrote to the consultants on 22 May 2001 in response to the inquiries made confirming that more
cases were handled in the 1960’s and early 1970’s when the economy was booming and, there are scarce and unclear
records to the effect.
The Reciprocal Enforcement of Judgments Act Cap.21 provides for registration and enforcement of Judgments and
orders made in UK, Ireland and other Commonwealth Countries that have reciprocal arrangements with Uganda under
S.6 of that Act. Under the Reciprocal Enforcement of Judgments (Extension) Order, SI 47-2, the countries which have
reciprocal arrangements with Uganda are Seychelles, Mauritius, Basutoland, Bechuanaland, Swaziland, Ceylon and
New South Wales. (It may be noted how moribund these provisions are in respect of the territories. A clear look at
these laws shows that they were meant to serve interests of the Colonial Masters.) Other relevant laws on this issue
are the Foreign Judgments (Reciprocal Enforcement) Act Cap.48 which makes provision for enforcement in Uganda
of Judgments and Orders given in foreign countries that accord reciprocal treatment to Judgments given in Uganda.
(This Act extends outside the Commonwealth). Interestingly Uganda under this Act has declared no reciprocal
arrangement with any other country. See also the Judgments Extension Act Cap.46 which makes provision for the
execution by the Courts of Uganda of decrees and warrants made by the Courts of Kenya, Malawi and Tanzania.
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4.3

Experiences in other jurisdictions.

The Study chose Australia as a case study because in the time given for this study, it was appreciated that her
Law Reform commission made a strong case for cross border insolvency more than any other country.
There is a lot of material on cross-border insolvency published by the Australian Law Reform Commission,
much of which is applicable to Uganda. The other reason for the choice of Australia is the similarity of her
insolvency laws with Uganda.
In bankruptcy, the law in Australia like the law in Uganda allows Australian courts exercising jurisdiction under
the Bankruptcy Act to “act in aid” of an overseas court having jurisdiction in a foreign bankruptcy102. The
exercise of this power results in the appointment in Australia of a local insolvency administrator to take
possession and control of the insolvent’s property located in Australia with the ultimate aim of repatriating the
proceeds of the property to a foreign administrator.
In addition, injunctions and other actions aimed at preserving the property facilitated by that mechanism.103
The Australian bankruptcy law further provides for mandatory recognition of bankruptcy administration which
has originated in countries that have reciprocal arrangements with Australia.104 This is similar to Part IX of
Uganda’s Bankruptcy Act. For bankruptcies commenced from non-reciprocating territories, Australian courts
unlike Ugandan courts have discretion whether or not to enforce the administration in Australia.
With respect to cross-border corporate insolvency, the Australian companies legislation was found by the
Harmer Commission to be lacking.105 As compared to Uganda’s Companies Act, Australian company law
recognised winding up proceedings of a registered foreign company in Australia commenced or being conducted
in its country of incorporation which is not the case under Uganda’s Companies Act. Notwithstanding this
provision that would put Australia ahead of many countries in matters of assisting foreign insolvency, the
Harmer Commission still formed the opinion that it was limited inasfar as it applied only to registered foreign
companies.
The commission observed that it was doubtful whether the foreign liquidator or administrator could exercise
control over property in an expeditious and inexpensive fashion as the foreign liquidator must apply for the
appointment of a local liquidator in Australia. It also observed that where the company was not a registered
foreign company, it would be necessary to promote a full insolvency administration in Australia and that in
such cases, the commission argued, the affairs and properties of a company would be subjected to two (2)
administrations which is wasteful and inefficient.
While the Harmer Report observed that Australia was reasonably equipped to assist foreign insolvency
proceedings, it proposed that the position could be sufficiently improved by:–
(i)
102
103
104
105

promoting an international (multilateral) treaty or treaties aimed at adopting common
basic elements of insolvency law and recognising insolvency law between nations;

Bankruptcy Act Cap. 67, s. 158(d).
See Bankruptcy Act of Australia 1966, s. 29.
These countries are the United Kingdom, Canada and New Zealand.
The Harmer Report on General Insolvency Inquiry Report, 1987, p. 251.
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(ii)

introducing in the Australian companies legislation, a provision that enables the
administration of an insolvent company being conducted in an overseas country, to be
recognised and enforced in Australia. That Australia do seek bilateral reciprocity
provisions in the company insolvency legislation of overseas countries particularly those
where the insolvency law is similar to that in force in Australia;

(iii)

that greater bilateral reciprocity should be sought for application of its Bankruptcy Act
with countries whose law relating to bankruptcy is similar to that in force in Australia.

4.4

Previous studies and recommendations.

4.4.1

Reid & Priest LLP Team.

The Reid & Priest LLP Team recommended the retention of Part IX of the Bankruptcy Act which they
reproduced as Part XIII (sections 240-253) in their proposed Bankruptcy Bill.106 It, however, did not make
specific proposals relating to corporate cross-border insolvency. The team maintained the few old provisions
in the Companies Act which as discussed and shown above are inadequate.
While the team recommended the consolidation of the law relating to individual and corporate insolvency and
also recommended the retention of the provisions of the Bankruptcy Act relating to cross-border insolvency,
it did not make any recommendations on how to harmonise the said provisions to cater for corporate crossborder insolvency in line with their proposal for consolidation.
4.4.2

Clare Manuel.

While Clare Manuel did not specifically discuss or make recommendations for cross-border insolvency in her
final Report, she nevertheless made provisions for it in her proposed Insolvency Bill.107
The provisions proposed by Clare Manuel are taken from the United Nations Commission on International
Trade Law (UNCITRAL) model law on cross-border insolvency which will now be discussed below.
4.5

The UNCITRAL Model law on cross border insolvency.

This legislation stems from the realisation by the United Nations Commission on International Trade Law, of
the need to harmonise and control insolvency proceedings that have spilled over and across borders as a
result of the growth in international trade and commerce, the use of national and international forms of business
organisations, the resort to overseas borrowing and, to a lesser extent, the apparent ease with which an
insolvent debtor (or persons closely associated with an insolvent debtor such as directors of an insolvent
company) can transfer property from one Jurisdiction to another.
In a nutshell, the globalisation of the international economy and markets, technological advancement and the
onset of e-commerce, have brought businessmen and business entities across the globe so close or proximate
enabling swift and quick conclusion of business transactions thus dictating changes in the law to match the
changing times.
According to its preamble, the UNCITRAL Model legislation on insolvency is designed to promote the
following objectives:–
106
107

Final Report on Bankruptcy by Reid & Priest June 1998, p. 6.
See Clare Manuel’s Proposed Insolvency Bill (ss. 180-209) .
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(i)

cooperation between courts and other competent authorities of the state and foreign states
involved in cases of cross-border insolvency;

(ii)

greater legal certainty for global trade and investment;

(iii)

fair and efficient administration of cross border insolvency proceedings that protects the interests
of all creditors and other interested persons, including the debtor,

(iv)

protection and maximization of the value of the debtor’s assets; and

(v)

Facilitation of the rescue of financially troubled businesses, thereby protecting investment and
preserving employment.

Application of the law: Article 1 provides that the law would be applied where a state requests for assistance
from another in matters relating to insolvency of the same subject and where creditors or other interested
persons in the requesting state have an interest in requesting the commencement of or in the participation in,
insolvency proceedings of a subject in that state.
Conflict of international obligations: Under Article 3 where the Model Law conflicts with obligations of
a state arising out of any treaty or other form of agreement to which it is a party, the requirements of the treaty
or agreement prevail. This is a case where international law is meant to override municipal law.
Public policy: Article 6 provides that courts may refuse to take any action governed by the law if that action
would be manifestly contrary to the public policy of the state. The use of the word “manifestly” would imply
that such action should form a serious affront of public policy considerations of the state.
Additional assistance: Under Article 7, the court is mandated to provide additional assistance to a foreign
insolvency proceeding under other laws of the state e.g. aiding in recovery of land under the Registration of
Titles Act Cap. 205 and the Land Act 1998. Articles 25, 26 and 27 provide for the promotion of maximum
cooperation and direct communication between the courts in their respective jurisdictions.
Interpretation: Under Article 8, interpretation of the law is made against the background of its international
origin and the need to promote uniformity, in its application and the observance of good faith.
Direct access to court: Article 9 allows the foreign representative (person or body of persons appointed or
authorised in a foreign proceeding to administer or liquidate the debtor’s assets or affairs) direct access to
court to apply among other things for recognition of foreign insolvency proceedings.108
Ranking of claims: Under Article 13, foreign creditors have the same rights regarding commencement of
and participation in, proceedings under the existing insolvency law as other creditors.109 This however does
not affect the ranking of claims in a proceeding brought under the existing law.110
Concurrent proceedings: Under Article 28, where a foreign main proceeding has been recognised by a
state, bankruptcy or insolvency proceedings may be commenced only if the debtor has assets in that state.
The effects of these proceedings are restricted to the assets of the debtor that are located in the state and, to
the extent necessary to implement cooperation and coordination with the foreign court presiding over the main
foreign proceedings and to other assets of the debtor that should, under the law of that state, be administered
in that state.
108
109
110

See also Article 15
This is similar to S.150 Cap. 71 Laws of Uganda
Article 13(2) of the Model Law
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The above is a brief look at the model law that can be adapted by any country to suit its circumstances.
However, the fear of states opening their borders to administration of foreign insolvency in their jurisdiction is
still alive today as states still pursue the public policy goal of protecting their citizens particularly local creditors
and their resources.
It is therefore not surprising that many countries are reluctant to modify their laws to suit and apply the model
law. On the whole, the emphasis in the world’s insolvency legislation particularly the commonwealth is still on
the basis of reciprocity.111
The wholesale adoption of the UNCITRAL Model legislation as proposed by Clare Manuel may not be in the
best interest of Uganda for the following reasons:–
(a)

it opens ordinary Ugandans to the risk of being subjected to foreign insolvency proceedings
while the foreign jurisdictions have not allowed Uganda’s proceedings to be recognised equally
in their jurisdictions;

(b)

the UNCITRAL Model law would prejudice local creditors who would have to be ranked
equally with foreign creditors. Where those foreign creditors rank higher according to the
law applicable in the jurisdiction of the origin of the claim e.g. tax claims, secured creditors
etc, the local unsecured or un-preferred creditors may be left with nothing; and

(c)

if Uganda adopts the model law it will inevitably be obliged to render assistance to all countries
which will similarly adopt the law, irrespective of Uganda’s bilateral or multilateral relations
and notwithstanding the municipal laws applicable in the foreign countries. Application of
conflicting municipal laws of other jurisdictions in relation to property in Uganda will be thereby
allowed. This will create uncertainties as different laws will be applied here depending on the
origin of the insolvency proceedings.

The emphasis should be put on reciprocity as provided for in Part IX of the Bankruptcy Act. These provisions
could be modified to cover corporate insolvency. The main reason for this assertion is that reciprocity ensures
unity, uniformity and certainty as the reciprocating countries are more likely to have similar provisions and
application of the law. Reciprocity envisages and promotes equality and fairness especially as countries are
accorded the opportunity to study the comparative advantages before reciprocal arrangements are entered into.
Recommendation 36.
(a)

The provisions in Part IX of the Bankruptcy Act should be maintained with modifications
to provide for corporate insolvency.

(b)

Uganda should enter into more reciprocal arrangements with other jurisdictions where
comparative advantages will favour Uganda, to extend the application of the proposed
cross-border insolvency provisions of the law to as many countries as possible.

(c)

There should be introduced into the proposed insolvency law, in particular in the area
under review, a provision conferring on the High Court discretion and power to assist or
aid a foreign insolvency emanating from a country without reciprocal arrangements when
circumstances so dictate.112

111

See Juris International–International Legal Instruments (web-page at http://www.jurisint.org). Some countries in the
common wealth have gone ahead to recognise and enforce court orders and judgments from other common wealth
countries particularly because of the similarity of their laws. See further report by J.D McClean and K.W. Patchett on The
Recognition and Enforcement Judgments and Orders and the Service of Process within the Commonwealth, London.

112

Adopted from s. 29 of the Bankruptcy Act of Australia 1966.
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(d)

Subsidiary legislation should be made to give effect to the proposed provisions
covering cross-border insolvency.

Conclusion: The provisions of Part IX of the Bankruptcy Act can still be made applicable today with the
necessary modifications to bring them up to date with present economic and commercial realities.
ANNEX 1

52

A STUDY REPORT ON INSOLVENCY LAW

THE INSOLVENCY BILL, 2004.
Arrangement of Clauses
Clause.
PART I – PRELIMINARY
1.
2.

Commencement.
Interpretation.
PART II– INABILITY TO PAY DEBTS: CREDITORS’ CLAIMS:
VOIDABLE TRANSACTIONS .

3.

Interpretation for purposes of part 11.

Inability to pay debts.
4.
5.
6.

Inability to pay debts.
Statutory demand.
Setting aside statutory demand.

Creditor’s claims
7.
8.
9.
10.
11.
12.
13.
14.
15.

Ascertaining amount of claim and interest.
Fines and penalties.
Claim of an unascertained amount.
Mutual credit and set-off.
Claims by unsecured creditors.
Claims by secured creditors.
Preferential debts.
Non-preferential debts.
Surplus assets.

Voidable transactions
16.
17.
18.
19.
20.

Preferences.
Transactions at undervalue.
Voidable charges.
Insider dealings.
Procedure for setting aside voidable transactions.
PART III – BANKRUPTCY (INDIVIDUALS).

21.
22.
23.
24.
25.
26.

Petition for bankruptcy.
Official receiver’s notice of commencement of bankruptcy and creditor’s first meeting.
Appointment of trustee.
Trustee’s notice of bankruptcy and particulars.
Effect of bankruptcy.
Special manager of bankrupt’s estate etc.
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27.
28
29.

Fundamental duty of trustee.
General duties of trustee.
Trustee’s notice to creditors.

Bankrupt’s estate.
30.
31.
32.

Definition of bankrupt’s estate.
After-acquired property.
Charge on bankrupt’s home.

Conduct of bankruptcy.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.

General powers of trustee.
Trustee’s power to obtain documents.
Trustee’s power to allow bankrupt to manage property.
Trustee’s power to disclaim onerous property.
Official name of trustee.
Vacancy of office of trustee.
Duties of a bankrupt.
Statement of affairs.
Compliance order.
Public examination of bankrupt.
Inquiry into bankrupt’s dealings and property.
Search and seizure.
Termination of bankruptcy.
Discharge.
Effect of discharge.
Annulment.
Consequences of bankruptcy.

Rights of creditors.
50.
51.

Creditor’s meetings during bankruptcy.
Committee of inspection during bankruptcy.

Distribution of bankrupt’s estate.
52.
53.
54.

Distribution by means of dividend.
Final distribution.
Provisions in case of second bankruptcy.

Supervision and enforcement by the court.
55.
56.

Court supervision of trustee.
Enforcement of trustee’s duties.

Bankruptcy offences.
57.

Absconding etc.
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58.
59.

Obtaining credit and engaging in business.
Failure to keep proper accounts of business.
PART IV – LIQUIDATION (COMPANIES).

60.
61.
62.

Application of liquidation provisions to foreign companies.
Modes of liquidation.
Commencement of liquidation.

Voluntary liquidation.
63.
64.
65.

Voluntary liquidation.
Notice of resolution for voluntary liquidation.
Commencement of voluntary liquidation.

Consequences of voluntary liquidation.
66.
67.

Effect of voluntary liquidation on the business and status of company.
Avoidance of transfers, etc, after commencement of voluntary liquidation.

Declaration of solvency.
68.

Statutory declaration of solvency in case of a proposal for voluntary liquidation.

Provisions applicable to a members’ voluntary liquidation.
69.
70.
71.
72.
73.
74.
75.

Power of a company to appoint and fix remuneration of liquidators.
Power to fill vacancy in office of liquidator.
Power of liquidator to accept shares etc as consideration for sale of property of company.
Duty of liquidator to call creditors’ meeting in case of solvency.
Duty of liquidator to call general meeting at end of each year.
Final meeting and dissolution.
Alternative provisions as to annual and final meetings in case of solvency.

Creditors’ voluntary liquidation.
76.
Meeting of creditors.
77.
Appointment of liquidator.
78.
Appointment of committee of inspection.
79.
Proceedings of committee of inspection.
80.
Fixing of liquidator’s remuneration.
81.
Power to fill vacancy in office of liquidator.
82.
Power of liquidator to accept shares etc in a creditors’ voluntary liquidation.
83.
Duty of liquidator to call meetings of company and of creditors at end of each year.
84.
Final meeting and dissolution .
Provisions applicable to members’ and creditors’ voluntary liquidation.
85.
86.

Members’ and creditors’ voluntary liquidation.
Distribution of the property of a company.
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87.
88.
89.
90.
91.
92.
93.

Powers and duties of liquidator in voluntary liquidation.
Power of court to appoint and remove liquidator in voluntary liquidation.
Notice by liquidator of his appointment.
Arrangement when binding on creditors.
Power to apply to court to have questions determined or powers exercised.
Costs of voluntary liquidation.
Saving for rights of creditors and contributories.

Liquidation subject to supervision by court.
94.
95.
96.
97.

Power to order liquidation subject to supervision.
Effect of petition for liquidation subject to supervision.
Power of court to appoint or remove liquidators.
Effect of supervision order.

Liquidation by court.
98.
99.
100.
101.
102.
103.
104.
105.
106.

Jurisdiction.
Circumstances in which court may appoint liquidator.
Provisional liquidator.
Notice of liquidation.
Appointment of liquidator.
Notice of appointment of liquidator.
Effect of liquidation.
Special manager.
Fundamental duties of a liquidator.

Conduct of liquidation.
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121

General duties of liquidator.
General powers of liquidator.
Liquidator’s preliminary report.
Liquidator’s interim reports.
Liquidator’s final report.
Liquidator’s powers to obtain documents.
Liquidator’s power to examine etc.
Liquidator’s power to disclaim onerous property.
Pooling of assets of associated companies.
Vacancy of the office of liquidator.
Duties of directors, secretary and employees.
Compliance order.
Search and seizure.
Absconding etc.
Completion of liquidation.

Rights of creditors and shareholders
122
123

Creditors’ or shareholders’ meetings during liquidation
Committee of inspection during liquidation
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Supervision and enforcement by the court
124
125

Court supervision of liquidation
Enforcement of liquidator’s duties
PART V – ARRANGEMENT (INDIVIDUALS).

Interim order.
126
127
128
129
130
131

Interim order.
Application for interim order.
Duration of interim order.
Duties of debtor.
Report to court.
Creditors’ meeting to consider proposed arrangement.
Arrangement.

132
133
134
135
136
137
138
139
140
141
142

Arrangement order.
Notice of arrangement.
Effect of arrangement.
Function of supervisor.
Creditors’ meetings during arrangement.
Remuneration of supervisor.
Vacancy of the office of supervisor.
Variation of arrangement.
Termination of arrangement.
Termination of arrangement by court.
Notice on termination of arrangement.

Supervision and enforcement by the court.
143
144

Court supervision of supervisor.
Enforcement of supervisor’s duties.
PART VI – ADMINISTRATION (COMPANIES).

145

Application of administration provisions to foreign companies.

Provisional administration.
146
147

Appointment of provisional administrator.
Fundamental duties of provisional administrator.
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148
149
150
151
152
153
154
155
156
157
158
159

General duties of provisional administrator.
Commencement of provisional administration.
Effect of provisional administration.
Notice of provisional administration.
Duration of provisional administration.
Creditors’ meeting to consider appointment of provisional administrator.
Provisional administrator’s proposals.
Creditors’ meeting to consider proposals.
Requirements of administration deed.
Execution of administration deed.
Notice of termination of provisional administration.
Transition to liquidation.

Conduct of provisional administration.
160
161
162
163
164
165
166
167
168

Powers of provisional administrator.
Provisional administrator’s relationship with third parties.
Role of director’s and secretary during provisional administration.
Compliance order.
Disposal of charged property during provisional administration.
Liabilities of provisional administrator.
Provisional administrator’s right to indemnity.
Relief from liability for provisional administrator.
Provisional administrator’s reports to the official receiver.

Administration
169
170
171
172
173
174
175
176
177

Commencement of administration.
Notice of administration.
Effect of administration.
Function of administrator.
Creditors’ meetings during administration.
Variation of administration deed by creditors.
Termination of administration.
Termination of administration by court.
Notices on termination of administration.

Provisional administrators and administrators.
178
179
180
181

Remuneration of provisional administrator or administrator.
Vacancy of the office of provisional administrator or administrator.
Court supervision of provisional administrator or administrator.
Enforcement of provisional administrator’s or administrator’s duties.
PART VII – CORPORATE AND INDIVIDUAL RECEIVERSHIP.

182
183
184

Application of receivership provisions to foreign companies.
Commencement of receivership.
Liability for invalid appointment of receiver.
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185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204

Notice of receivership.
Fundamental duty of receiver.
General duties of receiver.
Powers of receiver.
Receiver’s relationship with third parties.
Role of grantor in receivership with third parties.
Rights and obligations of a grantor in receivership.
Compliance order.
Liabilities of receiver.
Receiver’s right to indemnity.
Relief from liability for receiver.
Receiver’s preliminary report.
Receiver’s other reports.
General provisions on reports.
Priorities for application of proceeds of receivership.
Vacancy in office of receiver.
Powers of receiver on liquidation or bankruptcy.
Court supervision of receiver.
Enforcement of receiver’s duties.
Termination of receivership by court.

PART VIII – OFFICIAL RECEIVER AND REGULATION INSOLVENCY PRACTITIONERS.
Official receiver.
205
206
207

Appointment of official receiver.
Powers of the official receiver.
Official receiver’s seal.

Regulation of insolvency practitioners.
208
209
210
211

Meaning of “act as insolvency practitioner”.
Persons qualified to act as insolvency practitioners.
Acting without qualification.
Persons disqualified from acting as liquidator, provisional liquidator, administrator or provisional
administrator.
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212
213
214

Persons disqualified from acting as receiver.
Persons disqualified from acting as trustee or supervisor.
Prohibition order.

Other provisions regarding insolvency practitioners.
215
216

Appointment of two or more insolvency practitioners.
Qualified privilege.
PART IX – CROSS-BORDER INSOLVENCY.
SECTION A

Provisions for reciprocity with other states or territories.
217
218
219
220
221
222
223
224
225
226
227
228
229
230

Declaration of reciprocating states/territories and courts.
Effect of order etc. of reciprocating against property owner in Uganda.
Vesting of bankrupt’s local property in trustee appointed in reciprocating territory.
Local powers of official receiver etc. appointed in a reciprocating state.
Local official receiver to act as agent.
Mode of requesting the official receiver to act as agent.
Duties of official receiver acting as agent.
Transmission of proofs of local debts.
Power of local court to make orders.
Local enforcement of warrant of reciprocating state.
Limitation on powers of local court.
Concurrent bankruptcy proceedings.
Power of official receiver, etc, of Uganda to require receiver in reciprocating territory.
Power to make special rules under this Part.
SECTION B

General provisions.
231
232
233
234
235
236

Interpretation for Part IX.
Application of Part IX.
Conflicting international obligations.
Authorisation to act in a foreign state.
Public policy exception.
Additional assistance under other laws.

Access of foreign representative and creditors to High Court.
237
238
239
240
241
242

Right of direct access.
Limited jurisdiction.
Application by a foreign representative to commence a proceeding under this Act.
Participation of a foreign representative in proceeding under this Act.
Access of foreign creditors to a proceeding under this Act.
Notification to foreign creditors of a proceeding under this Act.
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Recognition of a foreign proceeding and relief.
243
244
245
246
247
248
249
250
251
252

Application for recognition of foreign proceeding.
Presumptions concerning recognition.
Decision to recognise a foreign proceeding.
Subsequent information.
Relief that may be granted upon application for recognition of a foreign proceeding.
Effects of recognition of a foreign main proceeding.
Relief that may be granted upon recognition of a foreign proceeding.
Protection of creditors and other interested persons.
Actions to avoid acts detrimental to creditors.
Intervention by a foreign representative in proceedings in Uganda.

Cooperation with foreign courts and foreign representative.
253
254
255

Cooperation and direct communication between a court of Uganda and foreign court and foreign
representatives.
Cooperation and direct communication between the trustee or liquidator and foreign courts or foreign
representatives.
Forms of cooperation.

Concurrent proceedings.
256
257
258
259
260

Commencement of a proceeding under this Act after recognition of a foreign main proceeding.
Coordination of a proceeding under this Act and a foreign proceeding.
Coordination of more that one foreign proceeding.
Presumption of insolvency based on recognition of a foreign main proceeding.
Rule of payment in concurrent proceedings
PART X - GENERAL PROVISIONS.

261
262
263
264
265
266
267
268
269
270
271
272

Offences.
Formal defects.
Public notices.
Avoidance of dispositions of property, etc., after commencement of liquidation.
Avoidance of attachments, etc.
Regulations.
Jurisdiction.
Amendment to schedules.
Amendment.
Repeal.
Transitional provisions.
Saving provision.
SCHEDULES.

1:
2:
3:
4:

First schedule- Proceedings at meetings of creditors
Second schedule- Liquidation of assets of foreign company
Third schedule- Proceedings at meetings or committees of inspection
Fourth schedule-Currency point.
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THE INSOLVENCY BILL, 2004
A Bill for an Act
ENTITLED
THE INSOLVENCY ACT, 2004
An Act to provide for receivership, administration, liquidation, arrangements, bankruptcy, the
regulation of insolvency practitioners and cross border insolvency; to amend and consolidate the
law relating to receiverships, administration, liquidation, arrangements and bankruptcy; and to
provide for other related matters.
Be it enacted by Parliament as follows:
PART I- PRELIMINARY
1.

Citation and commencement.

This Act may be cited as the Insolvency Act (---), and shall come into force on such date as the Minister may,
by statutory instrument, appoint provided that different sections of the Act may come into force at different
times.
2.

Interpretation.

In this Act, unless the context otherwise requires “administrative receiver” means (a)

a receiver appointed over the whole or substantially the whole of the property and undertaking
of a grantor; or

(b)

a person who would be such a receiver but for the appointment of some other person as the
receiver of part of a grantor’s property, and includes a sole administrative receiver or two
or more administrative receivers and any successor in office;

“administrator” means an administrator of an administration deed appointed under section 169
(commencement of administration) and includes a sole administrator or two or more administrators
and any successor in office;
“admissible” with respect to a claims, means a claim that may be admitted in a liquidation or bankruptcy
and “admit” and “admitted” are construed accordingly;
“appointer” means the person who (a)

appoints a receiver or under whose application a court order appointing a receiver is made;
or

(b)

appoints a provisional administrator.

“appointing document” means the writing by or under which an appointment was made and includes
a court order;
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“arrangement” means a composition in satisfaction of an individual’s debts or a scheme of arrangement
of an individual’s affairs or other arrangement in respect of which an arrangement order is made
under section 132 (arrangement order)
“arrangement order” means an order made to give the arrangement effect;
“asset” means an asset of a company in liquidation or in the estate of a bankrupt;
“associated company” means a company or other business organisation in which the insolvent company
holds majority or controlling shares ;
“bankrupt” means an individual in respect of whom a bankruptcy order under section 21 (petition for
bankruptcy) has been made;
“bankruptcy debt”, means any of the following(a)

any debt or liability to which the bankrupt is subject after the commencement of the
bankruptcy;

(b)

any debt or liability to which the bankrupt may become subject after the commencement of
the bankruptcy by reason of any obligation incurred before the commencement of the
bankruptcy and includes after-discharge from bankruptcy; and

(c)

any interest that may be claimed in the bankruptcy,

and in determining for the purposes of this Act whether a liability in tort is a bankruptcy debt, the
bankrupt is deemed to become subject to that liability by reason of an obligation incurred at the time
when the cause of action arose.
“bankruptcy order” means an order adjudicating an individual bankrupt;
“charge” means a security interest under the Chattels Securities Act (Bill), any other mortgage, charge
or a lien.
“claim” means a claim in a liquidation or bankruptcy as the case may be;
“committee of inspection” means a committee of inspection appointed under sections 82 (creditors’
or shareholders’ meetings during liquidation) or 50 (creditors’ meetings during bankruptcy);
“company” has the meaning assigned to it in the Companies Act; (---);
“court” means the High Court or any other court with jurisdiction in a matter;
“currency point” represents the amount in Uganda shillings prescribed in the Fourth Schedule;
“debt” means any debt or liability, present or future, certain or contingent and includes an ascertained
debt or a liability for damages;
“director” means (a)

in relation to a company, any person occupying the position of director under any title;

(b)

in respect of a foreign company, includes an agent, officer or employee responsible for the
business of the foreign company in Uganda; and

(c)

in respect of any other body corporate, means a person with functions similar to those of a
director, but does not include a receiver, provisional administrator or administrator;

“document” means any document including any invoice, order, letter, record, summons, notice, order
other legal process, register, index, report, certificate or accounts, in any form, including any writing,
material and information stored by means of any mechanical or electronic device and any material
derived from the device;
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“estate”, has the meaning in section 30 (definition of bankrupt’s estate);
“foreign company” means a foreign company registered under the Companies Act ( );
“grantor” means the person in respect of whose property a receiver is or may be appointed;
“individual” in Parts 2,3 and 5 means a debtor in respect of whom a bankruptcy order is subsequently
made;
“insolvency practitioner” means a person who is not an official receiver who is qualified to act as an
insolvency practitioner within the meaning of section 208 (meaning of “act as insolvency practitioner”)
“instrument of incorporation” has the meaning assigned to it in the Companies Act( );
“liquidator” means a liquidator of a company appointed under sections 77 and 62 (commencement
of liquidation) and includes a sole liquidator or two or more liquidators and a successor in office,
and, a provisional liquidator;
“Minister” means the minister responsible for Justice;
“official receiver” has the meaning given by section 205 (appointment of official receiver)
“preferential debts” means the debts referred to in section 13 (4), (5) and (6) (preferential claims);
“prescribed amount” means fifty currency points in respect of individuals and one hundred fifty currency
points in respect of a company”;
“property” includes money, goods, things in action, proceeds, land and includes every description of
property wherever situated, obligations, interest, whether present or future or vested or contingent,
arising out of or incidental to, property;
“property in receivership” means property in respect of which a receiver is appointed;
“provisional administrator” means a provisional administrator appointed under section 146
(appointment of provisional administrator) and includes a sole provisional administrator or two or
more provisional administrators and any successor in office;
“provisional liquidator” means a provisional liquidator appointed under section 100 (Provisional
liquidator) and includes a sole provisional liquidator or two or more provisional liquidators and any
successor in office;
“public notice” means notice given in accordance with section 263 (public notice);
“receiver” means a receiver or a manager and includes a receiver and manager or administrative
receiver in respect of any property and includes any person appointed as receiver (a)

by or under any document; or

(b)

by the court in the exercise of a power to make such an appointment given by any Act or
any rule of court or in the exercise of its inherent jurisdiction,

whether or not the person appointed is empowered to sell any of the property in receivership88 and
includes a sole receiver or two or more receivers and any successor in office;
“registrar” has the meaning assigned to it in the Companies Act;
“secretary” in relation to a company means any person appointed to perform the duties of secretary
under the Companies Act;
“secured creditor” means a creditor who holds in respect of a debt or obligation a charge over
property;
“security interest” has the same meaning as in the Chattels Securities Act;
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“shareholder” has the same meaning as in the Companies Act ( );
“special resolution” has the same meaning as in the Companies Act ( );
“statutory demand” has the meaning given in section 5 (statutory demand) and includes a
bankruptcy notice;
“transaction” includes a gift, settlement, agreement or arrangement and references to entering into a
transaction are construed accordingly;
“trustee”, in relation to a bankruptcy and the bankrupt, means the trustee of the bankrupt’s estate;
and
“working day” means any day other than a Saturday, Sunday or a public holiday;

PART II – INABILITY TO PAY DEBTS, CREDITORS’ CLAIMS AND
VOIDABLE TRANSACTIONS.
3.

Interpretation for purposes of Part II.
In this Part reference to (a) a liquidator or a trustee;
(b) a company or a bankrupt;
(c) a company’s or a bankrupt’s estate; or
(d) a company or an individual,
shall be taken as the appropriate reference as the case may be.

4.

Inability to pay debts.
(1)

Unless the contrary is proved and subject to subsection (2)
unable to pay its, his or her debts if -

a debtor is presumed to be

(a) the debtor has failed to comply with a statutory demand;
(b) the execution issued against the debtor in respect of a judgement debt has been returned
unsatisfied in whole or in part; or
(c) all or substantially all the property of the debtor is in the possession or control of a receiver
or some other person enforcing a charge over that property.
(2)

On a petition to the court for the liquidation of a company or bankruptcy order, evidence of
failure to comply with a statutory demand shall not be receivable as evidence of inability to
pay debts unless the application is made within 30 working days after the last date for
compliance with the demand.

(3)

Subsection (1) does not prevent proof by other means of inability to pay debts.

(4)

In determining whether a debtor is unable to pay its, his or her debts, contingent or prospective
debts may be taken into account.

(5)

A petition to the court for the liquidation of a company or bankruptcy order on the ground
of inability to pay debts may be made by a contingent or prospective creditor only with the
leave of the court; and the court may give such leave, with or without conditions, only if it is
65

UGANDA LAW REFORM COMMISSION

5.

satisfied that a prima facie case of inability to pay debts has been made out.
Statutory demand.
(1)

A demand by a creditor in respect of a debt made in accordance with this section is statutory
demand in respect of a company and a bankruptcy notice in respect of individuals.

(2)

A statutory demand shall (a) be in respect of a debt that is not less than the prescribed amount and (i)

in the case of a debt owed by an individual is a judgement debt;

(ii)

in the case of a debt owed by a company is an ascertained debt, but need not be a
judgement debt;

(b) be in writing;
(c) except where the debt is a judgement debt, be verified by statutory declaration attached to
the demand;
(d) be served on the debtor; and
(e) require the debtor to pay the debt or compound with the creditor or give a charge over
property to secure payment of the debt, to the reasonable satisfaction of the creditor, within
20 working days of the date of service or such longer period as the court may order.
6.

Setting aside a statutory demand.
(1)

The court may, on the application of the debtor, set aside a statutory demand.

(2)

The application shall (a) be made within 10 working days of the date of service of the demand;
(b) be supported by affidavit; and
(c) be served on the creditor with the affidavit within 10 working days of the date of service of
the demand.

(3)

The court may, for sufficient cause, extend the time for making or serving an application to
have a statutory demand set aside and at the hearing of the application, the court may
extend the time for compliance with the statutory demand.

(4)

The court may grant an application to set aside a statutory demand if it is satisfied that (a) there is a substantial dispute whether the debt is owing or is due;
(b) the debtor appears to have a counterclaim, set-off or cross-demand and the amount specified
in the demand less the amount of the counterclaim, set-off or cross-demand is less than the
prescribed amount;
(c) it appears that the creditor holds some property in respect of the debt claimed by the debtor
and court is satisfied that the value of the security is equivalent to or exceeds the full amount
of the debt; or
(d) the demand ought to be set aside on such grounds as the court may deem fit.

(5)

If, on the hearing of the application, the court is satisfied that there is a debt due by the
debtor to the creditor that is not the subject of a substantial dispute or is not subject to a
counterclaim, set-off or cross-demand, the court may (a) order that the debtor pay the debt within a specified period and that, in default of payment,
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the creditor may immediately petition for a liquidation or bankruptcy order; or
(b) dismiss the application and immediately make an order under section 62 (commencement
of liquidation) or 21 (petition for bankruptcy), on the ground of inability to pay debts.
(6)

On the making of a liquidation or bankruptcy order under subsection (5) (a) failure of the
debtor to pay the debt within the specified period shall be presumed to be inability to pay
debts.

(7)

A demand shall not be set aside by reason only of a defect or irregularity unless the court
considers that substantial injustice would be caused if it were not set aside.

(8)

In subsection (7), ‘defect” includes a material misstatement of the amount due to the creditor
and a material misdescription of the debt referred to in the demand.

(9)

An order under this section may be made subject to conditions set by court.
Creditor’s claims.

7.

8.

Ascertaining amount of claim and interest.
(1)

The amount of a claim is ascertained as at the date of commencement of the liquidation or
bankruptcy.

(2)

Where a claim bears interest, interest payable in respect of any period after the
commencement of the liquidation or bankruptcy shall not exceed the court rate.

(3)

The amount of a claim based on a debt denominated in a currency other than Uganda
currency shall be converted into Uganda currency at the rate of exchange on the date of
commencement of the liquidation or bankruptcy or if there is more than one such rate of
exchange on that date, at the average of those rates.

Fines and penalties.

A fine or other monetary penalty imposed, whether before or after the commencement of the liquidation or
bankruptcy, in respect of an offence committed before the commencement of the liquidation or bankruptcy
and costs ordered to be paid with respect to proceedings for the offence, is admissible.
9.

Claim of an unascertained amount.
(1)

If a claim is subject to a contingency or is for damages or if for some other reason the
amount of the claim is not certain, the liquidator or trustee may (a) make an estimate of the amount of the claim; or
(b) refer the matter to the court for a decision on the amount of the claim.

(2)

10.

On the application of the liquidator or trustee or of any claimant who is aggrieved by an
estimate made by the liquidator or trustee, the court shall determine the amount of the claim
as it sees fit.

Mutual credit and set-off.
(1)

Subject to section 18 (voidable charges), where there have been mutual credits, mutual
debts or other mutual dealings between the company or the individual and a person who,
but for the operation of this section, would seek to have a claim admitted67
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(a) an account shall be taken of what is due from the one party to the other in respect of those
credits, debts or dealings;
(b) an amount due from one party shall set off against any amount due from the other party; and
(c) only the balance of the account may be claimed in liquidation or bankruptcy or is payable to
the company or the bankrupt’s estate.
(2)

11.

No person shall be entitled, under this section, to claim the benefit of any set-off against the
property of a debtor in any case where such person is reasonably expected to have foreseen
the debtors’ likely inability to pay his or her debts at the time of giving credit to the debtor.

Claims by unsecured creditors.
(1)

Unless otherwise required by the liquidator or trustee, an unsecured creditor may make a
dated claim in writing.

(2)

Where the liquidator or trustee requires a claim to be made formally, the claimant shall
submit a claim verified by statutory declaration (a) setting out full particulars of the claim; and
(b) identifying documents, if any that evidence or substantiate the claim.

12.

(3)

The liquidator or trustee may require the production of any document mentioned in paragraph
(2) (b).

(4)

The liquidator or trustee may admit or reject any claim in whole or in part and if the liquidator
or trustee subsequently considers that a claim was wrongly admitted or rejected in whole or
in part, he or she may revoke or amend any such decision.

Claims by secured creditors.
(1)

As soon as practicable after public notice has been given of the liquidation or bankruptcy,
every secured creditor shall deliver to the liquidator or trustee written notice of any debt
secured by a charge over any asset, including particulars of the asset subject to the charge
and the amount secured.

(2)

A secured creditor may -

(a) realise any asset subject to a charge, if entitled to do so;
(b) claim as a secured creditor; or
(c) surrender the charge for the general benefit of creditors and claim as an unsecured creditor
for his or her whole debt.
(3)
A secured creditor who realises an asset subject to a charge (a) may claim as an unsecured creditor for any balance due, after deducting the net amount
realised;
(b) shall account to the liquidator or trustee for any surplus remaining from the net amount
realised after satisfaction of the whole debt, including any interest payable in respect of that
debt up to the time of its satisfaction and after making proper payments to the holder of any
other charge over the asset subject to the charge.
(4)

If a creditor claims as a secured creditor, the claim shall be verified by statutory declaration
and shall (a) set out full particulars of the claim;
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(b) set out full particulars of the charge including the date on which it was given; and
(c) identify any documents that substantiate the claim and the charge; and sections 7 (ascertaining
amount of claim) and 9 (claim of an unascertained amount) apply to such a claim.
(5)

The liquidator or trustee may require production of any document mentioned in subsection
4(c).

(6)

Where a claim is made by a creditor as a secured creditor, the liquidator or trustee shall (a) meet the claim in full and redeem the charge;
(b) realise the asset subject to the charge and pay the secured creditor the lesser of the amount
of the claim and the net amount realised taking into account the liquidator or trustees
reasonable remuneration; or
(c) reject the claim in whole or in part, but
(i)

where a claim is rejected in whole or in part, the creditor may make a revised claim as
a secured creditor within 10 working days of receiving notice of the rejection; and

(ii) the liquidator or trustee may, if he or she subsequently considers that a claim was
wrongly rejected in whole or in part, revoke or amend any such decision.
(7)

A creditor who claims as a secured creditor, may claim as an unsecured creditor for any
balance due to him or her, after deducting any payment made under subsection (6).

(8)

The liquidator or trustee may at any time require a secured creditor by notice in writing
either to (a) take possession of any asset subject to a charge, if entitled to do so; or
(b) deliver a claim as a secured creditor in accordance with subsection (5), within 20 working
days of receipt of the notice, if he or she intends to rely on the security.

13.

Preferential debts.
(1)

(2)

Subject to section 12 (secured creditors), and to subsection (2), the liquidator or trustee
shall apply the assets to the preferential debts listed in subsections (5), (6) and (7), which
debts shall be paid in priority to other debts.
Preferential debts shall meet them, in which case they abate in equal proportions; and
(b) so far as the assets are insufficient to meet them, have priority over the claims of secured
creditors in respect of assets (i)
which are subject to a security interest; and
(ii)
become subject to that security interest by reason of its application to certain existing
assets of the grantor and those of its future assets which were after-acquired property
or proceeds,
and shall be paid accordingly out of those assets.

(3)

For the purpose of sub section (2) (b) (ii), the expressions “proceeds”; “security interest”;
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and “secured party” have the meanings as in the Chattels Securities Act (Bill) ( );
(4)

Preferential debts are as listed in subsections (5), (6) and (7). and shall be paid in the order
of priority in which they are listed.

(5)

First to be paid shall be (a) any remuneration and expenses properly incurred by the liquidator or trustee;
(b) any receiver’ s or provisional administrator’ s indemnity under section 194 (receiver’s right
to indemnity) or 166 (provisional administrator’s right to indemnity) and any remuneration
and expenses properly incurred by any receiver, liquidator, provisional liquidator
administrator, proposed supervisor or supervisor; and
(c) the reasonable costs of any person who petitioned court for a liquidation or bankruptcy
order, including the reasonable costs of any person appearing on the petition whose costs
are allowed by the court.

(6)

After making the payments listed in subsection (5), next to be paid shall be (a) all wages or basic salary, wholly earned or earned in part by way of commission for 4
months;
(b) all amounts due in respect of any compensation or liability for compensation under the
Worker’s Compensation Act Cap. 225 accrued before the commencement of the liquidation
or bankruptcy, not exceeding the prescribed amount;
(c) all amounts that are preferential debts under section 112 or 34.

(7)

After paying the sums referred to in subsection (6), the liquidator shall then pay (a) the amount of any tax withheld and not paid over to the Uganda Revenue Authority for 12
months prior to the commencement of insolvency ; and
(b) contributions payable under the National Social Security Act.

(8)
14.

15.

The provisions of this section shall apply notwithstanding the provisions of any other law.

Non-preferential debts.
(1)

After paying preferential debts in accordance with section 13, the liquidator or trustee shall
apply the assets in satisfaction of all other claims.

(2)

The claims referred to in subsection (1) rank equally among themselves and shall be paid in
full unless the assets are insufficient to meet them, in which case they abate in equal
proportions.

(3)

Where before the commencement of a liquidation or bankruptcy, a creditor agrees to accept
a lower priority in respect of a debt than that which it, he or she would otherwise have under
this section, nothing in this section shall prevent the agreement from having effect according
to its terms.

Surplus assets.
Where there is a surplus after making the payments referred to in section 14(a)

in the case of a bankruptcy, the trustee in bankruptcy shall pay the surplus to the bankrupt;
and

(b)

in the case of a liquidation, the liquidator shall distribute the company’s surplus assets in
accordance with its incorporation document and the Companies Act. ( );
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Voidable transactions.
16.

Preferences.
(1)

A transaction involving a transfer of property by a company or individual to another person
is voidable on the application of the creditor, receiver, liquidator or trustee if the transfer (a) was made (i) on account of antecedent debt;
(ii) at a time when the company or individual was unable to pay its, his or her due debts;
and
(iii) within the year preceding the commencement of the liquidation or bankruptcy; or
(b) enabled that person to receive more towards the satisfaction of the debt than the person
would otherwise have received or be likely to receive in the liquidation or bankruptcy;
unless the debt was incurred in the ordinary course of the company’s or individual’s business and
the transfer was made not later than forty five (45) working days after the debt was incurred.

(2)

Unless the contrary is proved, a transfer made within the six months preceding the
commencement of the liquidation or bankruptcy is presumed to have been made (a) at a time when the company or individual was unable to pay its, his or her due debts; and
(b) on account of a debt not incurred in the ordinary course of business.

17.

Transactions at undervalue.

A transaction entered into by a company or individual is voidable on the application of the creditor, receiver,
member or contributory, liquidator or trustee if (a)

it was entered into within the year preceding the commencement of the liquidation or
bankruptcy;

(b)

the value of the consideration received by the company or individual was significantly less
than the value of the consideration provided by the company or individual;

(c)

when the transaction was entered into, the company or individual (i)

was unable to pay its, his or her due debts;

(ii) was engaged or about to engage in transactions for which its, his or her financial resources
were unreasonably small; or
(iii) incurred the obligation knowing that the company or individual would not be able to perform
the obligation when required to do so;

18.

(d)

the company or individual became unable to pay its, his or her due debts as a result of the
transaction; or

(e)

the transaction was entered into to aid the insolvent to put the asset beyond the reach of the
creditors.

Voidable charges.
(1)

A transaction providing for or creating a charge over any property of a company or individual
in respect of any debt is voidable on the application of the creditor, receiver, member or
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contributory liquidator or trustee if the charge was given within the year preceding the
commencement of the liquidation or bankruptcy on account of the antecedent debt unless (a) the charge secures the actual price or value of property sold or supplied to the company or
individual or any other valuable consideration given by the grantee of the charge prior to the
execution of the security, and, immediately after the charge was given, the company or
individual was able to pay its due debts; or
(b) the charge is in substitution for a charge given more than one year preceding the
commencement of the liquidation or bankruptcy.
(2)

19.

Unless the contrary is proved, a company or individual giving a charge within the six months
preceding the commencement of the liquidation or bankruptcy is presumed to have been
unable to pay its, his or her due debts immediately after giving the charge.

Insider dealings.
(1)

Transaction entered into by a company or individual relating to any asset of the insolvent is
voidable on the application of the liquidator receiver, member or contributory trustee or
creditor if the transaction involves(a) spouses, siblings, children of the insolvent or any person with a close social proximity to the
insolvent;
(b) employees, officers, professional and other service providers of the insolvent;
(c) business associates, partners, shareholders and directors ejusedem generis.

20.

(2)

Unless the contrary is proved, a transaction entered into with the above category of people
shall be deemed to be a preference or a transaction aimed at aiding the insolvent to put the
assets of the insolvent’s estate beyond the reach of creditors.

(3)

The transaction referred to above must have taken place within a period of twelve (12)
months prior to the commencement of the insolvency.

Procedure for setting aside voidable transactions.
(1)

A liquidator, trustee, creditor or receiver who wishes to have a transaction that is voidable
under sections 16, 17, 18 or 19 set aside shall (a) file in court a notice to that effect, specifying the transaction to be set aside and the property
or value which the liquidator or trustee wishes to recover and the effect of subsections (2) ,
(3) and (4); and

(b) serve a copy of the notice on the person with whom the transaction was entered into and on
every other person from whom the liquidator or trustee wishes to recover.
(2)
A person (a) who would be affected by the setting aside of the transaction specified in the notice; and
(b) who considers that the transaction is not voidable under sections 16, 17 or 18;
may apply to the court for an order that the transaction should not be set aside.
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(3)

Unless a person on whom the notice was served has applied to the court under subsection
(2), the transaction shall be set aside from the twentieth working day after the date of
service of the notice.

(4)

Where one or more persons have applied to the court under subsection (2), the transaction
is set aside from the day on which the last application is finally determined unless the court
orders otherwise.

(5)

Where a transaction is set aside under this section, any person affected may, after giving up
the benefit of the transaction, claim for the value of the benefit as a creditor in the liquidation
or bankruptcy.

(6)

Where a transaction is set aside under this section, the court may make one or more of the
following order(a) requiring a person to pay to the liquidator or trustee, in respect of benefits received by that
person as a result of the transaction, such sums as fairly represent those benefits;
(b) requiring property transferred as part of the transaction to be restored to the company or
the bankrupt ‘ s estate;
(c) requiring property to be vested in the company or the trustee if it represents in a person’s
hands the application, either of the proceeds of sale of property or of money, so transferred;
(d) releasing, in a whole or in part, a charge given by the company or individual;
(e) requiring security to be given for the discharge of an order made under this section;
(f)

(7)

specifying the extent to which a person affected by the setting aside of a transaction or by a
declaration or order made under this section is entitled to claim as a creditor in the liquidation
or bankruptcy.
The setting aside of a transaction or a declaration or order made under this section does not
affect the title or interest of a person in property which that person has acquired -

(a) from a person other than the insolvent;
(b) for valuable consideration; and
(c) without knowledge of the circumstances of the transaction under which the second-mentioned
person acquired the property from the company or individual.
(8)

Recovery by the liquidator or trustee of any property or its value, under this section or any
other section of this Act, or under any other enactment or in equity or otherwise, may be
denied wholly or in part if (a) the person from whom recovery is sought received the property in good faith and has
altered his or her position in the reasonably held belief that the transfer or payment of the
property to that person was validly made and would not be set aside; and
(b) in the opinion of the court it is inequitable to order recovery or recovery in full.

(9)

In this section, “transaction” includes (a) an execution under any judicial proceedings; or
(b) a payment, including a payment made in pursuance of a judgement or order of a court, in
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respect of any transaction to which sections 16, 17,18 (voidable charges) and 19 (insider
dealings) apply.

PART III – BANKRUPTCY.
21.

Petition for bankruptcy.

Upon failure by the debtor to satisfy the statutory demand made under section 5, a petition for bankruptcy
shall be presented by either a creditor or a debtor and court may make a bankruptcy order in respect of the
debtor.

22.

(1)

The bankruptcy order made under subsection (1), shall declare the debtor bankrupt and
shall appoint the official receiver as interim receiver of the estate, for the preservation of the
estate of the bankrupt.

(2)

The official receiver shall have the powers to sell or otherwise dispose of any perishable and
any other goods, the value of which is likely to diminish if they are not disposed of unless
court limits such powers or places conditions on the exercise.

(3)

The bankruptcy commences on the date on which the bankruptcy notice is issued.

Official receiver’s notice of commencement of bankruptcy and creditor’s first meeting.

The official receiver shall, within fourteen days after the commencement of the bankruptcy;

23.

(a)

give public notice of the date of commencement of the bankruptcy; and

(b)

call the creditors’ first meeting.

Appointment of trustee.

The creditors’ first meeting shall appoint a trustee and vest the bankrupt’s estate in the trustee.
24.

Trustee’s notice of bankruptcy and particulars.

The trustee shall, within five working days after his or her appointment, give public notice of -

25.

(a)

the trustee’s full name;

(b)

the trustee’s physical office address and daytime telephone number; and

(c)

the date of commencement of the bankruptcy.

Effect of bankruptcy.
(1)

Upon the making of a bankruptcy order, (a) the bankrupt’s estate shall vest in the official receiver and then trustee, without any conveyance,
assignment or transfer; and
(b) except with the trustee’s written consent or with the leave of the court and in accordance
with such terms as the court may impose, no proceedings, execution or other legal process
may be commenced or continued and no distress may be levied against the bankrupt or the
bankrupt’s estate.

(2)

Subject to compliance with section 12 (secured creditors), nothing in this Act shall prevent
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the exercise of the power of enforcement of a charge over property in the bankrupt’s estate.
26.

Special manager of bankrupt’s estate etc.
(1)

The court may, on an application under this section, appoint any person to be special manager
of(a) a bankrupt’s estate,
(b) the business of an un-discharged bankrupt, or
(c) the property or business of an individual where an interim receiver has been appointed.

27.

(2)

An application under this section may be made by the trustee or interim receiver where it
appears to him or her that the nature of the estate, property or business or the interests of
the creditors generally, require the appointment of another person to manage the estate,
property or business.

(3)

A special manager appointed under this section has such powers and duties as may be given
by court.

Fundamental duty of trustee.
The fundamental duty of a trustee is to collect, realise as advantageously as is reasonably possible and
distribute, the bankrupt’s estate in accordance with this Part and Part 2 of the Act.

28.

General duties of trustee.
(1)

Without limiting section 27, a trustee has the other functions and duties specified in this Act.

(2)

A trustee shall (a) take custody and control of the bankrupt’s estate;
(b) register in his or her names all land and other assets forming part of the bankrupt’s estate as
at the making of the bankruptcy order notwithstanding any transactions that may have taken
place and notwithstanding any provisions of any other law;
(c) keep the bankrupt’s estate’s money separate from other money held by or under the control
of the trustee;
(d) keep, in accordance with generally accepted accounting procedures and standards, full
account and other records of all receipts, expenditures and other transactions relating to the
bankruptcy and retain the accounts and records of the bankruptcy for not less than six years
after the bankruptcy ends; and
(e) permit those accounts and records to be inspected by -

29.

(i)

any committee of inspection unless the trustee believes on reasonable grounds that
inspection would be prejudicial to the bankruptcy; or

(ii)

if the court so order, any creditor.

Trustee’s notice to creditors.
(1)

Within four working days of making the bankruptcy order or such further period as the
court may allow, a trustee shall send written notice to every known creditor explaining the
right of any creditor to require the trustee to call a creditors’ meeting under section 50
(creditors’ meetings during bankruptcy)
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(2)

In determining whether to permit an extension of time under subsection (1), the court shall
take into account any non-compliance of the bankrupt with section 40 (statement of affairs).

Bankrupt’s estate
30.

Definition of bankrupt’s estate.
(1)

Subject to subsection (2), a bankrupt’s estate comprises(a) all property belonging to or vested in the bankrupt at the commencement of the bankruptcy;
(b) any property which by virtue of sections 31, 16, 17, 18 and 19 is treated as falling within the
preceding paragraph; and
(c) a portion of the debtor’s salary as shall be determined by court.

(2)

Subsection (1) does not apply to(a) tools, books and other items of equipment which are necessary to the bankrupt for use
personally by him or her in his or her employment, business or vocation;
(b) clothing, beddings and the provisions which are necessary for satisfying the basic domestic
needs of the bankrupt and his or her family; or
(c) property held by the bankrupt on trusts for any other person; and
(d) any other property that court may exempt.

31.

After-acquired property.
(1)

Subject to subsections, (2) and (3), a trustee may by notice in writing claim for the bankrupt’s
estate any property which has been acquired by or has devolved upon, the bankrupt since
the commencement of the bankruptcy.

(2)

If, before or after service of a notice under this section(a) a person acquires property in good faith, for value and without notice of the bankruptcy, or
(b) a banker enters into a transaction in good faith and without such a notice,
the trustee is not in respect of that property or transaction, entitled under this section to any
remedy against that person or banker or any person whose title to any property derives
from that person or banker.

32.

(3)

Except with the leave of the court, a notice shall not be served under subsection (1), more
than 30 working days after the day on which it first came to the knowledge of the trustee
that the property in question had been acquired by or had devolved upon, the bankrupt.

(4)

On the application of the trustee the court may make an order claiming for the bankrupt’s
estate of the income of the bankrupt during the period for which the order is in force as may
be specified.

(5)

Where at any time after the commencement of the bankruptcy and before the final distribution
under section 53, including after discharge, any property is acquired by or devolves upon,
the bankrupt or where there is an increase of the bankrupt’s income, the bankrupt shall
immediately give the trustee notice of the property or as the case may be, of the increase.

(6)

A person who fails to comply with subsection (5) commits an offence under this Act.

Charge on bankrupt’s home.
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Where any property consisting of an interest in a dwelling house which is occupied by the bankrupt or by his
spouse, former spouse or dependant children is comprised in the bankrupt’s estate and the trustee is, for any
reason, unable for the time being to realise that property, the trustee may apply to the court for an order
imposing a charge on the property for the benefit of the bankrupt’s estate, subject to any existing law.
33.

Conduct of bankruptcy.

The trustee has all the powers necessary to carry out the functions and duties of trustee under this Act.
General powers of trustee.
34.

35.

Trustee’s power to obtain documents.
(1)

A trustee may, subject to subsection (2), require any person, including the bankrupt, having
possession of books or documents which relate to the bankrupt’s estate or affairs, including
any which would be privileged from disclosure in any proceedings, to deliver them to the
trustee.

(2)

No person may withhold a document of the company from a trustee on the ground that
possession of the document creates a charge over property of the bankrupt, but, subject to
subsection (3), production of a document to the trustee does not prejudice the existence or
priority of the charge and the trustee shall make the document available to any person
otherwise entitled to it for the purpose of dealing with or realising the charge or the secured
property.

(3)

No person may enforce a lien over any document of the bankrupt in respect of a debt for
services rendered to the bankrupt before the commencement of the bankruptcy, but the
debt is a preferential claim under section 13 to the extent of twenty five currency points or
to such greater amount as may be prescribed at the commencement of the bankruptcy.

Trustee’s power to allow Bankrupt manage property.
A trustee may appoint the bankrupt(a) to superintend the management of his or her estate or any part of it;
(b) to carry on his or her business for the benefit of his creditors; or
(c) in any other respect, to assist in administering the estate in such manner and on such terms
as the trustee may direct.

36.

Trustee’s power to disclaim onerous property.
(1)

The trustee may disclaim any onerous property, even if the trustee has taken possession of
it, tried to sell it or otherwise exercised rights of ownership.

(2)

For the purposes of this section “onerous property” means (a) any unprofitable contract; or
(b) any other property of the bankrupt which is not saleable or not readily saleable or which
may give rise to a liability to pay money or perform any other onerous act.

(3)

A disclaimer under this section (a)

brings to an end the rights, interest and liabilities of the bankrupt, his or her estate and
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trustee in respect of the property disclaimed; but
(b) does not, except so far as necessary release the bankrupt, his or her estate and trustee from
any liability or affect the rights or liabilities of any other person.
(4)

A person suffering loss or damage as a result of a disclaimer under this section may (a) taking into account the effect of any order made by the court under paragraph (b), claim as
a creditor in the estate for the amount of the loss or damage; or
(b) apply to the court for an order that the disclaimed property be delivered to or vested in that
person.

37.

Official name of trustee.
The official name of a trustee in bankruptcy shall be ‘the trustee of the property of ………. a bankrupt’,
with an insertion of the name of the bankrupt and by that name the trustee may exercise any of the
trustee’s functions, powers and duties under this Act.

38.

39.

Vaccancy of office of trustee.
(1)

The office of trustee becomes vacant if the person holding office is removed from office
under section 56 (enforcement of trustees duties), or 214 (prohibition order), resigns, dies
or becomes unqualified under section 209 (persons qualified to act as insolvency practitioners)

(2)

An insolvency practitioner may resign from the office of trustee and another insolvency
practitioner may be appointed as his or her successor.

(3)

The official receiver may resign from the office of trustee and another insolvency practitioner
may be appointed as his or her successor.

(4)

The court, on the application of any creditor or the bankrupt may review the appointment of
a successor to a trustee made under subsections (2) or (3) and if it thinks fit, may appoint
instead any other insolvency practitioner or the Official Receiver.

(5)

Where as the result of the vacation of office by a trustee, no person is acting as trustee, the
official receiver shall act as trustee until a successor is appointed under subsection (3).

(6)

A person vacating the office of trustee shall give such information and assistance in the
conduct of the bankrupt as the person’s successor reasonably requires.

(7)

Any person who unreasonably refuses to give the information and assistance referred to
under subsection (6) commits an offence under this Act.

Duties of a bankrupt.
(1)

The bankrupt shall (a) give to the trustee information relating to his or her affairs;
(b) appear before the trustee at such times; and
(c) do all such other things,
as the trustee may for the purposes of carrying out his or her functions under this Act
reasonably require.
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(2)
40.

A bankrupt who contravenes the provisions of subsection (1) commits an offence under this
Act.

Statement of affairs.
(1)

Within 20 working days of the making of the bankruptcy order or such further period as the
trustee or the court may allow, the bankrupt shall submit to the trustee a statement of his or
her affairs including -

(a) particulars of the bankrupt’s creditors, debts and assets; and
(b) such other information as may be prescribed.
(2)
41.

A bankrupt who contravenes the provisions of subsection (1) commits an offence.

Compliance order.
Where any person fails to comply with a requirement of the trustee under sections 34 (trustee’s
power to obtain documents), or 39 (duties of a bankrupt), the court, on the application of the trustee,
may order the person to comply and may make such ancillary orders as it thinks fit.

42.

Public examination on bankrupt.
(1)

A trustee may, in any case that he or she deems fit, apply to the court for an order for a public
examination of an un-discharged bankrupt.

(2)

A trustee may make an application for a public examination if requested in writing to do so
by any creditor who has a claim in the bankruptcy.

(3)

On an application under subsections (1) and (2), the court shall direct that a public examination
of the bankrupt shall be held on a day appointed by the court and the bankrupt shall attend
on that day and be publicly examined on his or her affairs, dealings and property.

(4)

The following persons may take part in the public examination of the bankrupt and may
question him on his or her affairs, dealings and property and the causes of his or her failure,
namely(a) the official receiver;
(b) the trustee;
(c) any person who has been appointed as special manager of the bankrupt’s estate or business;
and
(d) any creditor of the bankrupt who has claimed in the bankruptcy.

43.

Inquiry into bankrupt’s dealings and property.
(1)

This section shall apply to (a) any person known or believed to have any property comprised in the bankrupt’s estate in
his or her possession or to be indebted to the bankrupt;
(b) any person appearing before court to give information concerning the bankrupt or the
bankrupt’s dealings, affairs or property.
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(2)

44.

The court may require any person mentioned in paragraph (a) or (b) to submit an affidavit to
the court containing an account of his or her dealings with the bankrupt or to produce any
documents in his or her possession or under his or her control relating to the bankrupt or the
bankrupt’s dealings, affairs or property.

Search and seizure.
(1)

(2)

Where a bankruptcy order has been made or applied to the court for and the court is satisfied,
on the application of the trustee or interim receiver as the case may be that there are reasonable
grounds for believing that ther e is, in or on any place or thing, any property, records or other
documents in respect of which an offence under section 57 (absconding etc.) has been or is
about to be committed, the court may issue a warrant, with such reasonable conditions as it
may deem fit, authorising the person named in the warrant to search for and seize property
or documents in or on that place or thing and deliver them to the trustee.
Subject to any conditions specified in the warrant, the person named in the warrant may (a) enter and search a place or thing at anytime which is reasonable in the circumstances, within
14 days of the date issue of the warrant;
(b) use such assistance as is reasonable in the circumstances; and
(c) use such force, both for making entry and for breaking open anything in or on the place or
thing as is reasonable in the circumstances.

45.

Termination of bankruptcy.
Bankruptcy terminates (a)

when he or she is discharged from bankruptcy under section 46 (discharge) ; or

(b)

the bankruptcy order is annulled under section 48 (annulment);

(c)

upon withdrawal of a bankruptcy petition with leave of court, except

that court shall not grant any application for withdrawal if upon its investigation of the withdrawal it
establishes that rights and interests of other creditors are likely to be prejudiced.
46.

Discharge.
(1)

Subject to subsection (2), a bankrupt is discharged from bankruptcy upon the bankrupt’s
application to court to be discharged.

(2)

The court shall, on the consideration of a bankrupt’s application for discharge, take into
consideration the Official Receiver’s report on the bankruptcy and the conduct of the
bankrupt during the bankruptcy proceedings and any other matters court may consider
pertinent.

(3)

The court may, as a condition for his or her discharge, require a bankrupt to consent to a
decree being entered against him or her by the official receiver or trustee for any balance or
part of any balance of the debts provable under the bankruptcy which is not satisfied at the
date of discharge, such balance or part of any balance of the debts to be paid out of the
future earnings or after acquired property of the bankrupt in such manner and subject to
such conditions as the court may direct; but execution shall not be issued on the decree
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without leave of court which leave may be given on proof that the bankrupt has since his or
her discharge acquired property or income available towards the payment of his debts.
47.

Effect of discharge.
(1)
(2)

Subject to subsections (2) and (3), a discharge releases a bankrupt from all bankruptcy debts.
A discharge does not affect(a) the functions of the trustee which remain to be carried out;
(b) the operation of the provisions of this Act, for the purpose of the carrying out of those
functions;
(c) the right of any creditor of the bankrupt to claim in the bankruptcy for any debt from which
the bankrupt is released; or
(d) the right of any secured creditor of the bankrupt to enforce his or her security for the
payment of a debt from which the bankrupt is released.

(3)

A discharge does not release the bankrupt from (a) any bankruptcy debt which he or she incurred or forbearance which was secured by means
of, any fraud or fraudulent breach of trust to which he or she was a party;
(b) any liability in respect of a fine imposed for an offence; or
(c) such other bankruptcy debts as court may in its absolute discretion prescribe at the making
of an order of discharge.

(4)

48.

A discharge does not release any other person, whether as partner or co-trustee of the
bankrupt or otherwise other than the bankrupt from any liability incurred, from which the
bankrupt is released by discharge or from any liability as surety for the bankrupt.
Annulment.
(1)

(2)

Court may annul, vary, revoke or set aside a bankruptcy order, whether or not the bankrupt
has been discharged from the bankruptcy, or if at any time, it appears to the court that,
basing on any grounds existing at the time the order was made, the order ought not to have
been made.
Where the court annuls, varies, revokes or sets aside a bankruptcy order(a) the property of the bankrupt vests in such a person as the court may appoint or, in default of
any such appointment, revert to the bankrupt on such terms as the court may direct; and
(b) any sale or other disposition of property, payment made or other thing duly done by the
trustee or other person acting under the trustee’s authority or by the court is valid.

(1)

With a view of removing any legal disqualification on account of bankruptcy which is removed
if the bankrupt obtains from the court his discharge with a certificate to the effect that the
bankruptcy was caused by misfortune without any misconduct on his part, the court may, if
it thinks fit, grant such a certificate and a refusal to grant such a certificate shall be subject to
appeal.
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49.

Consequences of bankruptcy.
(1)

Where a debtor is adjudged bankrupt, he shall be disqualified from (a) being appointed or acting as a judge of the courts of Uganda; or
(b) being elected to or holding or exercising the office of the president, member of Parliament,
minister, a member of a local government, council, board, authority or any other government
body.

(2)

Where a person holding the office of justice of the peace or any other public office is
adjudged bankrupt, the office shall immediately become vacant.

(3)

The disqualifications to which a bankrupt is subject under this section shall be removed and
cease if and when --(a) the adjudication of bankruptcy against the individual is annulled;
(b) a period of five years elapses, from the date of his discharge; or
(c) the individual obtains from the court his or her discharge with a certificate to the effect that
the bankruptcy was caused by misfortune without any misconduct on his or her part.

(4)

The court may grant or withhold the certificate in subsection 3(c) as it thinks fit, but any
refusal to grant the certificate shall be subject to appeal.

Rights of creditors.
50.

Creditors’ meetings during bankruptcy.
(1)

(2)

(3)

Subject to subsection (3), a trustee shall immediately call a creditors’ meeting if so requested
in writing by any two or more creditors to vote on a proposal that a committee of inspection
be appointed to act with the trustee.
The trustee shall give not less than five working days notice of the meeting, which, subject to
this section, shall be conducted in accordance with the First Schedule.
A trustee may decline any such request to call a meeting on the ground that (a)
the request is frivolous or vexatious;
(b)
the request was not made in good faith; or
(c)
the costs of calling a meeting would be out of proportion to the value of the bankrupt’s
estate,
and a decision of a trustee to decline a request to call a creditors’ meeting may be reviewed
by the court on the application of any one or more creditors.

(4)

51.

The members of a committee of inspection chosen by any creditors’ meeting take office
immediately.

Committee of inspection dump bankrupty
(1)

A committee of inspection shall consist of not less than three persons who are creditors or
persons holding general powers of attorney from creditors or authorised directors of
companies which are creditors of the bankrupt.
82

A STUDY REPORT ON INSOLVENCY LAW

(2)

A committee of inspection has the power to (a) call for reports on the progress of the bankruptcy from the trustee;
(b) call a creditors’ meeting;
(c) apply to the court under sections 55 (court supervision of trustee), and section 56 (enforcement
of trustee’s duties) ; and
(d) assist the trustee as appropriate in the conduct of the bankruptcy.

(3)

Unless the court orders otherwise, the trustee shall pay the reasonable advocate and own
client costs incurred by a committee of inspection in exercising its powers under subsection
(2) (c) and those costs shall be deemed to be expenses properly incurred in the bankruptcy.

(4)

The provisions set out in the Third Schedule govern proceedings at meetings of committees
of inspection.
Distribution of bankrupt’s estate

52.

Distribution by means of dividend

(1)

Whenever the trustee has sufficient funds in hand for the purpose, the trustee shall, in accordance with
sections 33 to 36 and subject to retention of such sums as may be necessary for the
expenses of the bankruptcy, declare and distribute dividends among the creditors in respect
of the bankruptcy debts which they have respectively claimed and the trustee has admitted.
(2)

The trustee shall give not less than five working days notice published in the official language
in a widely circulating newspaper in Uganda of his or her intention to declare and distribute
a dividend.

(3)

A trustee declares a dividend by sending to all known creditors a statement of(a) the dividend;
(b) how it is proposed to distribute it; and
(c) any other prescribed matter.

(4)

In the calculation and distribution of a dividend the trustee shall make provision (a) for any bankruptcy debts which appear to be due to persons who, by reason of the distance
of their place of residence, may not have had sufficient time to submit and establish their
claims.
(b) for any bankruptcy debts which are the subject of claims which have not yet been determined,
and
(c) for any disputed claims.

(5)

53.

A creditor whose debt has not been admitted before the declaration of any dividend is
entitled to be paid out of any money for the time being in the hands of the trustee any
dividend he or she may have failed to receive, before that money is applied to the payment
of any future dividend, but such a creditor is not entitled to disturb the distribution of any
dividend declared before his or her debt was admitted where that creditor has not participated
in the distribution.
Final distribution.
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(1)

When the trustee has realised all the bankrupt’s estate or so much of it as can in the trustee’s
opinion, be realised without needlessly protracting the trusteeship, he or she shall give written
public notice and individual notice to all known creditors either (a) of his or her intention to declare a final dividend, or
(b) that no dividend or further dividend will be declared.

(2)

The notice under subsection (1) (a) shall include a requirement that claims against the bankrupt’s estate are to be made by a
date called “the final date”, specified in the notice, being not less than twenty working days
after the giving of the notice; and
(b) in the case of individual notices, shall be accompanied by a report of the trustee’s
administration of the bankrupt’s estate, including final bankruptcy accounts.

(3)

The court may, on the application of any creditor postpone the final date.

(4)

Immediately after the final date, the trustee shall (a) defray any outstanding expenses of the bankruptcy out of the bankrupt’s estate, and
(b) if the trustee intends to declare a final dividend, declare and distribute that dividend without
regard to the claim of any person in respect of a debt not already admitted.

54.

Provisions in case of second bankruptcy.
Where (a)

a second or subsequent bankruptcy order is made against a discharged bankrupt; or

(b)

an order is made for the administration in bankruptcy in the estate of a deceased bankrupt
any property which immediately before the subsequent order was in the bankrupt’s estate,
vests in the trustee in the subsequent bankruptcy or administration in bankruptcy.

Supervision and enforcement by the court.
55.

Court supervision of trustee.
(1)

On the application of the trustee, any committee of inspection, the official receiver, or, with
the leave of the court, any creditor or the bankrupt, the court may (a) give directions in relation to any matter arising in connection with the bankruptcy;
(b) confirm, reverse, vary or modify any act or decision of the trustee;
(c) order an audit of the accounts of the bankruptcy;
(d) order the trustee to produce the accounts and records of the bankruptcy for audit and to
provide the auditor with information concerning the conduct of the bankruptcy as the auditor
may request;
(e) in respect of any period, review or fix the remuneration of the trustee at a level which is
reasonable in the circumstances and to the extent that an amount retained by the trustee is
found by the court to be unreasonable in the circumstances, order the trustee to refund the
amount;
(f)

declare whether or not the trustee was validly appointed or validly assumed custody or
control of any property;

(g)

make an order concerning the retention or the disposition of the accounts and records of
the bankruptcy.
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56.

(2)

The powers given in subsection (1) are in addition to any other powers a court may exercise
in its jurisdiction relating to trustees under this Act, and may be exercised in relation to any
matter occurring either before or after the commencement of the bankruptcy and whether
or not the trustee has ceased to act as trustee when the application or the order is made.

(3)

Subject to subsection (4), a trustee who has acted in accordance with a direction of the
court in the exercise of his or her powers or functions, shall be entitled to rely on having so
acted as a defence to any claim for anything done or not done in accordance with the
direction.

(4)

A court may order that, by reason of the circumstances in which a direction is obtained, the
trustee shall not have the protection given by subsection (3).

Enforcement of trustee’s duties.
(1)

In this section “failure to comply” means failure of a trustee to comply with any relevant duty
arising under (a) this or any other Act or rule of law or rules of court; or
(b) any order or direction of the court other than an order made under this section;

(2)

An application for an order under this section may be made by (a) a trustee;
(b) a committee of inspection;
(c) any creditor;
(d) a receiver appointed in respect of any property of the bankrupt; or
(e) the official receiver.

(3)

Except as otherwise ordered by the court, a copy of any application made under this section
shall be served on the trustee not less than five working days before the hearing of the
application and the trustee may appear and be heard at the hearing.

(4)

In case of any failure to comply, a court may, on such terms and conditions as it sees fit (a) relieve the trustee of the duty to comply, wholly or in part;
(b) without prejudice to any other remedy which may be available in respect of any breach of
duty by the trustee, order the trustee to comply to the extent specified in the order; or
(c) remove the trustee from office.

(5)

Where an order is made under subsection (4) (c), the court may make such order as is
appropriate for the preservation of the bankrupt’s estate, including an order requiring the
removed trustee to make available any accounts, documents or other information necessary
for that purpose.

(6)

All proceedings relating to any application for an order under this section shall be served on
the official receiver who shall keep a copy of the proceedings on a public file indexed by
reference to the name of the trustee concerned.
Bankruptcy offences.
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57.

Absconding etc.

(1)

No bankrupt or debtor in respect of whom a bankruptcy order is made may (a) leave or attempt to leave Uganda without the permission of court;
(b) conceal or remove property with the intention of preventing or delaying the assumption of
custody or control by the trustee;
(c) destroy, conceal or remove documents with the intent of defrauding or concealing the state
of his or her affairs; or
(d) obstruct the trustee in his or her duties.

(2)

58.

A person who acts in contravention of subsection (1) commits an offence and on conviction is
liable to imprisonment not exceeding six months or to community service.
Obtaining credit and engaging in business.

A bankrupt is guilty of an offence if-

59.

(a)

either alone or jointly with any other person, he or she obtains credit to the extent of the
prescribed amount or more without informing the person from whom he or she obtains it
that he or she is an un-discharged bankrupt; or

(b)

he or she engages, directly or indirectly, in any business under a name other than that in
which he or she was adjudged bankrupt without disclosing to all persons with whom he or
she enters into any business transaction the name in which he or she was so adjudged.

Failure to keep proper accounts of business.
(1)

Where the bankrupt has been engaged in any business for any of the period of two years
before petition, he or she is guilty of an offence if he or she has not kept accounting records
that give a true and fair view of the business’ financial position and explain its transactions.

(2)

The bankrupt is not guilty of an offence under subsection (1), if he or she proves that in the
circumstances in which he or she carried on business, the omission was honest and excusable.

PART IV -LIQUIDATION (COMPANIES)
60.

Application of liquidation Provisions to foreign companies.
In this Part, “company” includes foreign company and the Second Schedule applies to this Part of the Act.

61.

Modes of liquidation.
(1)

The liquidation of a company may be either (a) by the court;
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(b) voluntary; or
(c) subject to the supervision of the court.
(2)

62.

The provisions of this Act with respect to liquidation apply, unless the contrary appears, to
the liquidation up of a company in any of those modes.

Commencement of voluntary liquidation.
(1)

If, before the presentation of a petition for the liquidation of a company in court, a resolution
is passed by the company for voluntary liquidation, the liquidation of the company shall be
deemed to commence when the resolution is passed and unless the court, on proof of fraud
or mistake, thinks fit and directs, all proceedings of the voluntary liquidation shall be deemed
to be valid.

(2)

In all other cases, liquidation of a company by the court shall be deemed to commence at
the time of presentation of the petition for liquidation.

Voluntary liquidation.
63.

(1)

A company may be liquidated voluntarily (a) when the period, if any, fixed for the duration of the company by the articles of association
expires or the event, if any, occurs, on the occurrence of which the articles provide that the
company is to be dissolved and the company in a general meeting passes a resolution
requiring the company to be liquidated voluntarily;
(b) if the company resolves by special resolution that the company be liquidated voluntarily;
(c) if the company resolves by special resolution to the effect that it cannot by reason of its
liabilities continue its business and that it is advisable to liquidate.

(2)
64.

In this Act, a “resolution for voluntary liquidation” means a resolution passed under any of
the provisions of subsection (1) of this section.

Notice of resolution for voluntary liquidation.
Where a company passes a resolution for voluntary liquidation, it shall, within fourteen days after
passing of the resolution, give notice of the resolution in the Gazette and in a newspaper in the official
language with a wide national circulation in Uganda.

65.

(1)

The resolution for voluntary liquidation shall be registered with the registrar and a copy sent
to the official receiver within seven days from the date of passing such resolution.

(2)

If default is made in complying with this section, the company and every officer of the
company who is in default shall be liable to a default fine and for the purposes of this
subsection the liquidator of the company shall be deemed to be an officer of the company.

Commencement of liquidation.
Voluntarily liquidation shall be deemed to commence at the time of the passing the resolution for
voluntary liquidation.
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Consequences of voluntary liquidation.
66.

Effect of voluntary liquidation on the business and status of a company.
(1)
A company shall, from the commencement of voluntary liquidation, cease to carry on business,
except so far as may be required for the beneficial liquidation of the company.
(2)

67.

Subject to subsection (1), the corporate status and powers of the company shall,
notwithstanding anything to the contrary in its articles, continue until it is dissolved.

Advance of transfers etc after commencement of voluntary liquidation.
Any transfer of shares, not being a transfer made to or with the sanction of the liquidator and any
alteration in the status of the members of the company, made after the commencement of a voluntary
liquidation, shall be void.
Declaration of solvency.

68.

Statutory declaration of solvency in case of a proposal for voluntary liquidation.
(1)

Where it is proposed to liquidate a company voluntarily, the directors of the company or, in
the case of a company having more than two directors, the majority of the directors, may, at
a meeting of the directors make a declaration in the prescribed form to the effect that they
have made a full inquiry into the affairs of the company and that, having so done, they have
formed the opinion that the company will be able to pay its debts in full within a period not
exceeding twelve months from the commencement of the liquidation as may be specified in
the declaration.

(2)

A declaration made in subsection (1) shall have no effect for the purposes of this Act unless (a) it is made within thirty days preceding the date of the passing of the resolution for liquidating
the company and is delivered to the registrar with a copy to the official receiver for registration
before that date; and
(b) it embodies a statement of the company’s assets and liabilities as at the latest practicable
date before the making of the declaration.

(3)

A director of a company who makes a declaration under this section, without reasonable
grounds for the opinion that the company will be able to pay its debts in full within the period
specified in the declaration is guilty of an offence and shall be liable on conviction to
imprisonment not exceeding twelve months or to a fine not exceeding twenty four currency
points or both.

(2)

Where the company is liquidated in pursuance of a resolution passed within the period of
thirty days after the making of the declaration, but its debts are not paid or provided for in
full within the period stated in the declaration, it shall be presumed until the contrary is
shown that the director did not have reasonable grounds for his or her opinion.

(3)

Where a declaration has been made and delivered in accordance with this section or section
281 of the repealed Companies Act, the liquidation shall be referred to as “a members’
voluntary liquidation” and where no declaration has been made or delivered, the liquidation
shall be referred to as “a creditors’ voluntary liquidation”.
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Members’ voluntary liquidation.
69.

Power of a company to appoint and fix remuneration of liquidation.
(1)
The company in a general meeting shall appoint one or more liquidators for the purpose of
liquidating the affairs and distributing the assets of the company and may fix the remuneration
to be paid to the liquidator.
(2)

70.

71.

On the appointment of a liquidator, all the powers of the directors shall cease, except so far
as the company in a general meeting or the liquidator sanctions the continuance of the
powers.

Power to full vaccancy in office of liquidator.
(1)

If a vacancy occurs by death, resignation or otherwise in the office of liquidator appointed
by the company, the company in a general meeting may, subject to any arrangement with its
creditors, fill the vacancy.

(2)

For that purpose, a general meeting may be convened by any contributory or, if there were
more liquidators than one, by any continuing liquidator.

(3)

The meeting shall be held in the manner provided in this Act or by the articles of association
of the company or in such manner as may, on application by any contributory or, by the
continuing liquidators, be determined by court.

Power of a liquidator to accept shares etc., as consideration for sale of property of company
(1)

Where it is proposed or where the transferor company is in the course of voluntary liquidation
and where it is proposed that the whole or part of the transferor company’s business or
property is to be transferred or sold to a transferee company, the liquidator of the transferor
company, may –
(a) with the sanction of a special resolution of the company, conferring a general authority on
the liquidator or a specific authority in respect of any particular arrangement, receive, in
compensation or part compensation for the transfer or sale, shares, policies or other similar
interests in the transferee company for distribution among the members of the transferor
company; or
(b) enter into any other arrangement where the members of the transferor company may, in lieu
of receiving cash, shares, policies or other similar interests or in addition to these, participate
in the profits of or receive any other benefit from the transferee company.

(2)

Any sale or arrangement in pursuance of this section shall be binding on the members of the
transferor company.

(3)

A member of the transferor company who did not vote in favour of the special resolution
may express his or her dissent to the sale or other arrangement, to the liquidator in writing,
delivered to the registered office of the company within seven days after passing the
resolution, requiring the liquidator to –
(a) abstain from carrying the resolution into effect; or
(b) to purchase his or her interest at a price to be determined by agreement or by arbitration in
accordance with the law relating to arbitration for the time being in force in Uganda.
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72.

73.

74.

(4)

If the liquidator elects to purchase the member’s interest, the purchase money must be paid
before the company is dissolved as may be determined by special resolution.

(5)

A special resolution shall not be invalid for the purposes of this section by reason that it is
passed before or concurrently with a resolution for voluntary liquidation or for appointing
liquidators, but, if an order is made within a year for the liquidation of the company by or
subject to the supervision of the court, the special resolution shall not be valid unless sanctioned
by the court.

Duty of liquidator to call creditors’ meeting in case of solvency.
(1)

If, liquidation commenced under the repealed Companies Act and the liquidator is at any
time of the opinion that the company will not be able to pay its debts in full within the period
stated in the declaration under section 68, the liquidator shall immediately notify the registrar
and the official receiver and summon a meeting of the creditors and present a statement of
the assets and liabilities of the company.

(2)

A liquidator who fails to comply with this section, shall be guilty of an offence and on
conviction is liable to a fine not exceeding fifteen currency points.

Duty of a liquidator to call a general meeting at the end of each year.
(1)

Subject to section 75 , in the event of the liquidation continuing for more than one year, the
liquidator shall summon a general meeting of the company at the end of the first year of the
commencement of the liquidation and of each succeeding year or at the first convenient date
within three months from the end of the year or such longer period as the registrar may allow
and shall lay before the meeting an account of his or her acts and dealings and of the
conduct of the liquidation during the preceding year.

(2)

A liquidator who fails to comply with this section shall be guilty of an offence and on conviction
is liable to a fine not exceeding five currency points.

Final meeting and disolution.
(1)

Subject to section 75, as soon as the company is fully liquidated, the liquidator shall (a) prepare an account of the liquidation, showing how the liquidation was conducted and how
the property of the company was disposed of; and
(b) call a general meeting of the company to present the account and to give any required
explanation.

(2)

The meeting shall be called by a notice in the Gazette and in a newspaper of wide circulation
in Uganda, specifying the time, place and the object of the meeting, published at least thirty
days before the meeting.

(3) (a) Within fourteen days after the meeting, the liquidator shall –
(i)

send a copy of the account to the registrar; and

(ii)

make a return of the meeting and of its date to the registrar,
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and if the copy of the account is not sent or the return of the meeting is not made in accordance
with this subsection the liquidator shall be liable to a fine not exceeding five currency points
for every day during which the default continues.
(b) If a quorum is not realized at the meeting, the provisions of this subsection shall be deemed
to have been realized if the liquidator, in lieu of the return of the meeting, makes a return that
the meeting was duly summoned but that no quorum was realised.

75.

(4)

The registrar shall, on receiving the account and either of the returns in subsection (3),
register them.

(5)

On the expiration of three months from the registration of the return, the company shall be
deemed to be dissolved unless court on the application of the liquidator or of any other
person who appears to the court have an interest in the company, makes an order deferring
the date on which the dissolution of the company is to take effect, for such time as the court
may think fit.

(6)

It shall be the duty of the person on whose application an order of the court under subsection
(5) is made, to deliver the order, to the registrar, with a copy to the official receiver a
certified copy of the order for registration within seven days after the making of the order
and if that person fails he or she shall be liable to a fine not exceeding five currency points
per day, for the duration of the default.

Alternative insolvency to annual and final meetings.
Where section 72 is applicable, sections 83 and 84 shall apply to the liquidation of a company to the
exclusion of sections 73 and 74 as if the liquidation were a creditors’ voluntary liquidation and not a
members voluntary liquidation, but that the liquidator shall not be required to summon a meeting of
creditors under section 83 at the end of the first year of the commencement of the liquidation unless
the meeting held under section 72 is held more than threemonths before the end of that year.
Creditors’ voluntary liquidation.

76.

Meeting of creditors.
(1)

For the creditors’ voluntary liquidation, the company shall –
(a) cause a meeting of the creditors of the company to be summoned on the same day as the
meeting for the resolution for liquidation is to be proposed or on the following day; and
(b) send by post to the creditors, notices for the meeting of the creditors of the company,
together with the notices for the meeting for proposing the resolution for liquidation.

(2)

The notice for the meeting of the creditors shall be advertised once in the Gazette and in a
newspaper in the official language of wide circulation in Uganda.

(3)

The directors of the company shall (a) present a full statement of the position of the company’s affairs and a list of the creditors of
the company and the estimated amount of their claims, to the meeting of the creditors; and
(b) appoint one of them to preside at the meeting.

(4)

It shall be the duty of the director appointed to preside at the meeting of the creditors to
attend the meeting and to preside.

(5)

If the meeting of the company at which the resolution for voluntary liquidation is to be
proposed is adjourned and the resolution is passed at an adjourned meeting, any resolution
passed at the meeting of the creditors held under subsection (1), shall have effect as if it has
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been passed immediately after the passing of the resolution for liquidating the company.
(6)

If default is made (a) by the company contrary to subsections (1) and (2);
(b) by the directors contrary to subsection (3); or
(c) by any director of the company contrary to subsection (4),
the company, directors or director as the case may be, shall be liable to a fine a not exceeding
fifty currency points, and, in the case of default by the company, every officer of the company
who is in default shall be liable to a similar penalty.

77.

Appointment of liquidator.
(1)

The creditors and the company at their respective meetings in section 76, may nominate a
person to be liquidator for the purpose of liquidating the affairs and distributing the assets of
the company and if the creditors and the company nominate different persons, the person
nominated by the creditors shall be the liquidator and if the creditors do not nominate any
person, the person, if any, nominated by the company shall be the liquidator.

(2)

Where different persons are nominated by the company and the directors,, any director,
member or creditor of the company may, within seven days after the nomination by the
creditors, apply to court for an order (a) directing that the person nominated as liquidator by the company shall be liquidator instead
of or jointly with the person nominated by the creditors; or
(b) appointing another person to be liquidator instead of the person appointed by the creditors.

78.

79.

Appointment of committee of inspection.
(1)

The creditors at the creditors’ meeting or at any subsequent meeting may appoint not more
than five persons to be members of a committee of inspection.

(2)

Where the creditors meeting appoints a committee of inspection, the company may, either
at the meeting at which the resolution for voluntary liquidation is passed or at a subsequent
time in a general meeting, appoint a number of persons as the company thinks fit, to act as
members of the committee, provided that the majority of the members of the committee
shall be persons appointed by the creditors.

(3)

The creditors may by resolution declare that all or any of the persons appointed by the
company ought not to be members of the committee of inspection, and, if the creditors so
resolve, the persons mentioned in the resolution shall not unless the court otherwise directs,
be qualified to act as members of the committee.

(4)

On the application of the creditors, court may appoint any other persons to act as a member
of the committee in place of the persons mentioned in the resolution.
Proceedings of committee of inspection.
Subject to section 78, and to any general rules made, the following provisions shall apply to
a committee of inspection (a) the committee shall meet at least once a month and the liquidator or any member of the
committee may call a meeting of the committee as and when he or she thinks necessary;
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(b) the committee shall act by a majority of its members present at a meeting;
(c) a member of the committee may resign by notice in writing signed by him or her and delivered
to the liquidator;
(d) where a member of the committee appointed by the creditors or contributories, becomes
bankrupt, compounds, arranges with his or her creditors or is absent from five consecutive
meetings of the committee without the leave of the other members who also represent the
creditors or contributories as the case may be, his or her office shall immediately become
vacant;
(e) a member of the committee may be removed by an ordinary resolution at a meeting of
creditors or contributories as the case may be, for which a twenty-one days’ notice stating
the object of the meeting is given;
(f)

where there is a vacancy in the committee, the liquidator shall immediately summon a meeting
of creditors or of contributories as the case may require, to fill the vacancy and the meeting
may, by resolution, reappoint the same person or appoint another creditor or contributory
to fill the vacancy unless the liquidator, having regard to the position in liquidation is of the
opinion that it is not necessary to fill the vacancy, he or she may apply to the court for an
order that the vacancy shall not be filled or shall be filled under the circumstances specified
in the order; and

(g) where there is a vacancy, the remaining members of the committee, if not less than two, may
continue to act as the committee of inspection.
80.

81.

Fixing of liquidator’s remuneration and seizure of directors’ powers.
(1)

The committee of inspection or if there is no committee, the creditors, may fix the remuneration
to be paid to the liquidator.

(2)

On the appointment of a liquidator, all the powers of the directors shall cease, except so far
as the committee of inspection or if there is no such committee, the creditors, sanction the
continuation.

Power to fill vacancy in office of liquidator.
If a vacancy occurs, by death, resignation or otherwise, in the office of a liquidator other than a
liquidator appointed by or by the direction of, the court, the creditors may fill the vacancy.

82.

Power of liquidator to accept shares in creditors’ voluntary liquidation.
Section 71 shall apply to creditors’ voluntary liquidation and to members’ voluntary liquidation, provided
that the powers of the liquidator under that section shall not be exercised except with the sanction
either of the court or of the committee of inspection in substitution for the sanction of special resolution.

83.

Duty of liquidator to call meetings of company and of creditors at end of each year.
(1)

In the event of the liquidation continuing for more than one year, the liquidator shall summon
a general meeting of the company at the end of the first year of the commencement of the
liquidation and of each succeeding year or at the first convenient date within three months
from the end of the year or such longer period as the registrar may allow and shall lay before
the meeting an account of his or her acts and dealings and of the conduct of the liquidation
during the preceding year.
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(2)
84.

A liquidator who fails to comply with this section shall be guilty of an offence and on conviction
is liable to a fine not exceeding five currency points.

Final meeting and dissolution
(1)

As soon as the company is fully liquidated, the liquidator shall (a) prepare an account of the liquidation, showing how the liquidation was conducted and how
the property of the company was disposed of; and
(b) call a general meeting of the company and a meeting of the creditors of the company, to
present the account and to give any required explanation.

(2)

The meetings shall be called by a notice in the Gazette and in a newspaper of wide circulation
in Uganda, specifying the time, place and the objects of the meetings, published at least
thirty days before the meetings.

(3) (a) Within seven days after the meeting or if the meetings are not held on the same day, after the
date of the later meeting, the liquidator shall –
(i)

send a copy of the account to the registrar; and

(ii)

make a return of holding the meetings and of the dates of the meetings to the Registrar,

and if the copy of the account is not sent or the returns of the meetings are not made in
accordance with this subsection, the liquidator shall be liable to a fine not exceeding five
currency points for every day during which the default continues.
(b) If a quorum is not realized at the meeting, the provisions of this subsection shall be deemed
to have been realized if the liquidator, in lieu of the return of the meeting, makes a return that
the meeting was duly summoned but that no quorum was realised.
(4)

The registrar shall, on receiving the account and in respect of each meeting, either of the
returns in subsection (3), register them.

(5)

On the expiration of three months from the registration of the returns, the company shall be
deemed to be dissolved unless court on the application of the liquidator or of any other person
who appears to the court to have an interest in the company, makes an order deferring the date
on which the dissolution of the company is to take effect, for such time as the court may think fit.

(6)

It shall be the duty of the person on whose application an order of the court under subsection
(5) is made, to deliver a certified copy of the order to the registrar, with a copy to the
official receiver, for registration within seven days after the making of the order and if that
person fails, he or she shall be liable to a fine not exceeding five currency points per day, for
the duration of the default.

Provisions applicable to both members’ and creditors’ voluntary liquidation.
85.

Members’ and creditors voluntary liquidation.
Sections 86 to 93, apply to both members’ and creditors’ voluntary liquidation.

86.

Distribution of the property of a company.
Subject to the provisions of this Act on preferential payments, the assets of a company shall, on its
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liquidation, be applied in satisfaction of its liabilities pari passu, and, subject to such application, shall
unless the articles of association otherwise provide, be distributed among the members according to
their rights and interests in the company.
87.

Powers and duties of a liquidator in voluntary liquidation.
(1)

The liquidator may (a) without sanction, exercise any of the powers given to the liquidator in a liquidation by the
court, under this Act;
(b) exercise the power of the court under this Act, of settling a list of contributories and the list
of contributories shall be prima facie evidence of the liability of the persons named in the list
as contributories;
(c) exercise the power of the court of making calls;
(d) summon general meetings of the company for the purpose of obtaining the sanction of the
company by special resolution or for any other purpose as he or she may think fit.

(2)

The liquidator shall pay the debts of the company and shall adjust
the rights of the contributories among themselves.

(3)

88.

89.

90.

91.

Where several liquidators are appointed, any power given by this Act may be exercised by
one or more of the liquidators as may be determined at the time of their appointment, or, in
default of such determination, by any number of liquidators of not less than two.

Power of court to appoint and remove liquidator in voluntary liquidation.
(1)

Court may appoint a liquidator for any cause where there is no liquidator acting.

(2)

The court may, on cause shown, remove a liquidator and appoint another liquidator.

Notice by liquidator of his appointment.
(1)

The liquidator shall, within fourteen days after his appointment, publish in the Gazette and
deliver to the registrar for registration, a notice with a copy to the official receiver of his
appointment in the form prescribed.

(2)

If the liquidator fails to comply with the requirements of this section, he or she shall be liable
to a fine not exceeding five currency points for every day during which the default continues.

Arrangement when binding on creditors.
(1)

Any arrangement entered into between a company which is about to be or in the course of
being liquidated and its creditors shall, subject to the right of appeal under this section, be
binding on the company if sanctioned by a special resolution and on the creditors if acceded
to by three-fourths in number and value of the creditors.

(2)

Any creditor or contributory may, within three weeks from the completion of the arrangement,
appeal to the court against it and the court may, as it thinks just, amend, vary or confirm the
arrangement.

Power to apply to court to have questions detemined or powers exercised.
The liquidator or any contributory or creditor may apply to the court to –
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(a) determine any question arising in the liquidation of a company;
(b) exercise, the enforcing of calls or any other matter, or
(c) exercise any of the powers which the court may exercise if the company was liquidated by
the court.

92.

(2)

The court, if satisfied that the determination of the question or the required exercise of
power will be just and beneficial, may accede wholly or partially to the application on such
terms and conditions as it thinks fit or may make such other order on the application.

(3)

A copy of an order staying the proceedings in the liquidation made under this section, shall
immediately be delivered by the company or as may be prescribed, to the registrar for
registration and a copy shall be sent to the official receiver.

Costs of voluntary liquidation.
All costs, charges and expenses properly incurred in the liquidation, including the remuneration of the
liquidator, shall be payable out of the assets of the company in priority to all other claims.

93.

Saving for rights of creditors and contributories.
The voluntary liquidation of a company shall not bar the right of any creditor or contributory to have
it liquidated by court, but in the case of an application by a contributory, the court must be satisfied
that the rights of the contributories will be prejudiced by a voluntary liquidation.
Liquidation subject to supervision of court.

94.

Power to order liquidation subject to supervision.
Where a company passes a resolution for voluntary liquidation, the court may make an order that the
voluntary liquidation shall continue, subject to the supervision of court and with the liberty for the
creditors, contributories or other interested persons, to apply to court and generally on such terms
and conditions as the court may think just.

95.

Effect of petition for liquidation subject to supervision.
A petition for the continuance of a voluntary liquidation subject to the supervision of the court shall,
for the purpose of giving jurisdiction to the court over actions, be deemed to be a petition for liquidation
by the court.

96.

Power of court to appoint or remove liquidators.
(1)

Where an order is made for a liquidation subject to supervision, the court may by that order
or any subsequent order appoint an additional liquidator.

(2)

A liquidator appointed by the court under this section shall have the same powers, be
subject to the same obligations and in all respects stand in the same position as if he or she
had been duly appointed in accordance with the provisions of this act with respect to the
appointment of liquidators in a voluntary liquidation.

(3)

The court may remove any liquidator appointed by the court or any liquidator continued
under the supervision order and fill any vacancy occasioned by the removal or by death or
resignation.
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97.

Effect of supervision order.
(1)

Where an order is made for liquidation subject to supervision, the liquidator may, subject to
any restrictions imposed by the court, exercise all his powers without the sanction or
intervention of the court, in the same manner as if the company were being liquidated voluntarily.

(2) (a) A liquidation subject to the supervision of the court is not a liquidation by the court for
purposes of this Act specified in the Eighth Schedule of the Companies Act, but an order for
a liquidation subject to supervision shall, for all purposes be deemed to be an order for
liquidation by the court.
(b) Where the order for liquidation subject to supervision was made in relation to a creditors’
voluntary liquidation in which a committee of inspection has been appointed, the order shall
be deemed to be an order for liquidation by the court for the purpose of section 78 of this
Act.
Liquidation by court.
98. Jurisidication
The jurisdiction in liquidation matters shall be exercised by the High Court of Uganda.
99. Circumstances in which the court may appoint liquidator.
(1)

Subject to subsection (2), the court may appoint a liquidator on the application of (a) the company;
(b) a director of the company;
(c) a shareholder of the company;
(d) a creditor of the company;
(e) a contributory; or
(f)

(2)

the official receiver.
The court may make an order under subsection (1), if it is satisfied that -

(a) the company is unable to pay its debts within the meaning of section 4 (inability to pay
debts) ;
(b) the company or its directors have persistently or seriously failed to comply with the Companies
Act;
(c) the company does not comply with section (essentials of a private company) or (essentials
of a public company) of the Companies Act, ; or
(d) it is just and equitable that the company be put into liquidation.
100.

Provisional liquidator.
(1)

The order made under section 99 shall appoint the official receiver or any insolvency
practitioner it shall deem fit as provisional liquidator of the company, for the preservation of
the value of the assets owned or managed by the company.

(2)

The provisional liquidator shall, have the powers to sell or dispose of any perishable and
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any other goods, the value of which is likely to diminish if they are not disposed of unless
court limits such powers or places conditions on the exercise.
101.

Notice of liquidation.
The provisional liquidator shall,within fourteen days after the commencement of the liquidation;

102.

(a)

give public notice of the date of commencement of the liquidation; and

(b)

call a shareholders’ meeting.

Appointment of liquidator.
A liquidator may be appointed by –

103.

(a)

a shareholders’ special resolution at a shareholders’ meeting; or

(b)

the directors or any other person, where the company’s incorporation documents authorise.

Notice of appointment.
(1)

The liquidator shall, within five working days after his or her appointment;
(a) give public notice of (i)

the date of commencement of the liquidation;

(ii)

the liquidator’s full name;

(iii) the liquidator’s physical office address and daytime telephone number; and
(b) deliver to the official receiver a copy of the notice.
(2)

A liquidator shall give notice of the liquidation (a) on every invoice, order for goods or business letter issued by or on behalf of the company
on which the company’s name appears by ensuring there is stated after the company’s name
the words “in liquidation”; and
(b) otherwise, when entering into any transaction or issuing any document by or on behalf of
the company.

104.

(3)

Failure to comply with subsection (2) does not affect the validity of the document.

(4)

A liquidator who fails to comply with subsection (2) is liable of an offence and on conviction
shall be liable to a fine of a hundred currency points.

Effect of liquidation.
(1)

At the commencement of liquidation;
(a) the liquidator shall take custody and control of the company’s property;
(b) the officers of the company shall remain in office but cease to have any powers, functions or
duties other than those required or permitted to be exercised by this Act;
(c) no proceedings, execution or other legal process shall be commenced or continued and no
distress shall be levied against the company or its property;
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(d) no share of the company shall be transferred or other alteration made in the rights or liabilities
of any shareholder and no shareholder shall exercise any power under the company’s
incorporation document or the Companies Act, ; and
(e) the incorporation document of the company shall not be altered, except that the liquidator
may change the company’s registered office or registered postal address.
(2)

105.

106.

Nothing in this Act shall prevent the exercise of a power of enforcement of a charge over
property, subject to compliance with section 12 (claims of secured creditors).

Special manager of company.
(1)

The liquidator may appoint a suitable person to be special manager of the company.

(2)

The appointment under this section may be made by the liquidator in any case where it
appears to him or her that the nature of the company’s business or the interests of the
creditors generally, require the appointment of another person to manage the company.

(3)

A special manager appointed under this section shall have such powers and duties as may
be given by the liquidator.

Fundamental duties of a liquidator.
(1)

The fundamental duties of a liquidator are to take, in a reasonable and expeditious manner,
all steps necessary to (a)

collect;

(b)

realize as advantageously as reasonably possible; and

(c)

distribute,

the assets or the proceeds of the assets of the company in accordance with this Part and
Part 8 of this Act.
(2)

107.

The duties in subsection (1) are without prejudice to the liquidator’s power in section 146
(appointment of provisional administrator) to appoint a provisional administrator where the
liquidator is of the view that such appointment is likely to result in a more advantageous
realisation of the company’s assets than would be effected in a liquidation.

General duties of liquidator.
(1)

Without limiting section 106(fundamental duties of liquidator), a liquidator has the other
functions and duties specified in this Act.

(2)

A liquidator shall (a) take custody and control of all the company’s assets;
(b) register his or her interest in all land and other assets belonging to the company notwithstanding
any other provisions of the law;
(c) keep company money separate from other money held by or under the control of the
liquidator;
(d) keep, in accordance with generally accepted accounting procedures and standards, full
accounts and other records of all receipts, expenditure and other transactions relating to the
liquidation and retain the accounts and records of the liquidation and of the company for not
less than six years after the liquidation ends; and
(e) permit those accounts and records and the accounts and records of the company, to be
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inspected by (i) any committee of inspection unless the liquidator believes on reasonable grounds
that inspection would be prejudicial to the liquidation; or
(ii) where the court so orders, any creditor or shareholder.
Conduct of liquidation.
108.

General powers of a liquidator.
A liquidator shall have all the powers necessary to carry out the functions and duties of liquidator
under this Act and may delegate the powers to his or her appointed agent.

109.

Liquidator’s preliminary report.
(1)

Before the expiry of forty working days after the commencement of the liquidation or during
such longer period as the court may allow, a liquidator shall prepare a preliminary report
showing (a) the state of the company’s affairs, proposals for conducting the liquidation and the estimated
date of its completion; and
(b) the right of any creditor or shareholder to require the liquidator to call a creditors’ meeting
under section 76 (creditors’ meetings during liquidation).
and shall make the report available at his or her address for inspection by every known
creditor, shareholder or contributory.

(2)

110.

The liquidator shall publish the notice in the official language in a newspaper of wide circulation
in Uganda and shall send a copy of the report to the registrar.

Liquidators final report
A liquidator shall, within twenty working days after the end of every six months during the liquidation,
give public notice of the conduct of the liquidation during the preceding six months period and the
liquidator’s further proposals for the completion of the liquidation.

111.

(1)

The liquidator shall make available the report at his or her address for inspection by every
known creditor, shareholder or contributory.

(2)

The liquidator shall publish the notice in the official language in a newspaper of wide circulation
in Uganda and shall send a copy of the report to the Registrar and the Official Receiver.

(1)

Before the completion of the liquidation, a liquidator shall, by public notice notify of (a) the final report, final accounts and statement referred to in section 121(completion of
liquidation) ; and
(b) the grounds on which a creditor or shareholder may object to the removal of the company
from the register under section [ ] of the Companies Act, (ground for objecting to removal
from register).

(2)

The liquidator shall make the report available at his or her address for
inspection upon payment of a reasonable fee, by every known creditor, shareholder or
contributory.

(3)

The liquidator shall publish the notice in the official language in a newspaper of wide circulation
in Uganda and shall send a copy of the report to the Registrar and the Official Receiver.
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112.

113.

Liquidator’s power to obtain documents.
(1)

A liquidator may, subject to subsection (4), require a director, secretary or shareholder of
the company or any other person in possession of books or documents of the company, to
deliver them to the liquidator.

(2)

No person may withhold a document of the company from the liquidator on the ground that
possession of the document creates a charge over property of the company.

(3)

Subject to subsection (4), production of a document to the liquidator does not prejudice the
existence or priority of the charge and the liquidator shall make the document available to
any person entitled to it for the purpose of dealing with or realising the charge or the secured
property.

(4)

No person shall enforce a lien over any document of the company in respect of a debt for
services rendered to the company before the commencement of the liquidation.

(5)

The debt in subsection (4) shall be a preferential claim against the company under section
13 (preferential debts) to the extent of twenty five currency points or such greater amount
as may be prescribed by law.

Liquidators power to examine etc.
(1)

This section applies to (a) any director, secretary or shareholder of the company;
(b) any person who has been a director or secretary of the company;
(c) any person who is or has been an employee of the company; and
(d) a receiver, administrator or provisional administrator, advocate,
accountant, auditor, bank officer or any other person with knowledge of the financial affairs
of the company.

(2)

A liquidator may require a person referred to in subsection (1) to (a) appear before the liquidator at a reasonable time;
(b) provide the liquidator with information concerning the business, accounts or other affairs of
the company as the liquidator requests;
(c) take an affirmation or be examined on oath administered by the liquidator, on any of those
matters; and
(d) assist in the liquidation of the company to the best of his or her ability.

(3)

Any person required to appear before or assist the liquidator under subsection (1) (c) or (d)
is entitled to reasonable remuneration for this unless that person is, at the time of the
appearance or assistance, an employee of the company.

(4)

The remuneration to be received under subsection (3) shall be determined by the liquidator,
but where a person considers that the remuneration is not reasonable, he or she or the
liquidator may apply to court, under section 124 (court supervision of liquidation).

(5)

Leave of the Court to make an application under subsection 4 shall not be required,
notwithstanding the provisions of section 124 (court supervision of liquidation).
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114.

(6)

A person shall not be entitled to refuse to attend or assist the liquidator by reason that the
remuneration to be received by him or her under subsection (3), has not been determined or
paid in advance.

(7)

On application by the liquidator, court may order any person referred to in subsection (1) to
appear before the court and to be examined on oath or affirmation by the court or the
liquidator on any matter relating to the company.

(8)

A person examined under subsections (2) or (6) shall not be excused from answering any
question on the ground that the answer may incriminate or tend to incriminate him or her.

(9)

The testimony of any person examined under subsections (2) or (6) is not admissible as
evidence in any criminal proceedings against that person, except on a charge of perjury in
respect of the testimony.

(10)

A person examined under subsections (2) or (6) may apply to the court to be exculpated
from any allegation made or suggested against him or her and on the hearing of such an
application, the liquidator shall appear and bring to the attention of the court any matter
which may appear to be relevant.

(11)

Any person who unreasonably refuses to cooperate with or assist the liquidator or interfere
with the liquidators powers commits an offence under this Act.

Liquidator’s power to disclaim onerous property.
The liquidator may disclaim any onerous property, even if the liquidator has taken possession of the
property, tried to sell it or otherwise exercised rights of ownership.
(1)

(2)

A disclaimer under this section (a)
brings to an end the rights, interest and liabilities of the company in respect of the
property disclaimed; but
(b)
does not, except so far as necessary to release the company from any liability, affect
the rights or liabilities of any other person.
A person suffering loss or damage as a result of a disclaimer under this
section may (a) taking into account the effect of any order made by the court under paragraph (b) of this
subsection, claim as a creditor of the company for the amount of the loss or damage; or
(b) apply to court for an order that the disclaimed property be delivered to or vested in that
person.

(3)

For the purposes of this section “onerous property” means (a) any unprofitable contract; or
(b) any other property of the company which is not saleable or not readily saleable or which
may give rise to a liability to pay money or perform any other onerous act.

115.

Pooling of assets of associated companies.
On application of the liquidator or any creditor or shareholder, the court shall lift the veil of any
associated company on such terms as it may deem fit to facilitate and ensure due completion of the
liquidation process in a just and equitable manner and if satisfied that it is just and equitable to do so,
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(a) any company that is or has been an associated company of the company in liquidation pays
to the liquidator the whole or part of any or all of the claims made in the liquidation; or
(b) where two or more associated companies are in liquidation, the liquidation of each of the
companies extends as far as the court so orders and subject to such terms and conditions as
the court may impose
116.

Vacancy in the office of a liquidator.
(1) The office of liquidator shall become vacant if the person holding office(a) is removed from office under section 125 (4) (enforcement of liquidator’s duties) or section
214 (prohibition order);
(b) resigns;
(c) dies;
(d) becomes unqualified under section 211 (persons qualified to act as an insolvency practitioner);
or
(e) vacates office under an administration deed.

117.

(2)

An insolvency practitioner may resign from the office of liquidator by appointing, with the
approval of the appointing authority, another insolvency practitioner as his or her successor.

(3)

The official receiver may resign from the office of liquidator by appointing, with the approval
of the appointing authority, an insolvency practitioner as his or her successor.

(4)

The court, on the application of the company or of any shareholder, director or creditor of
the company, may review any appointment of a successor to a liquidator made under
subsection (2) or (3), and, if it thinks fit, may appoint instead any other insolvency practitioner
or the official receiver as successor as the case may be.

(5)

In case of a vacancy in the office of the liquidator, where no one is acting as liquidator,
except a vacancy arising under subsection (10 (e), the official receiver shall act as liquidator
until a successor is appointed under subsection (3).

(6)

A liquidator vacating office, shall give such information and assistance in the conduct of the
liquidation as that liquidator’s successor may reasonably require.

(7)

Any person who unreasonably refuses to give information and or assistance required in
sub-section (6) commits an offence under this Act.

Duties of directors, secretary and employees.
(1)

Upon the commencement of the liquidation of a company, every present or former director,
secretary employee of the company shall (a) disclose fully and truthfully to the liquidator all the property of the company and details of
the disposal of any property by the company including property disposed of in the ordinary
course of business; and
(b) deliver to th e liquidator or in accordance with the liquidator’s directions, all property of the
company in or under his or her custody or control.

(2)

A person who fails to comply with subsection (1) commits an offence.
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118.

Compliance order.
Where any person fails to comply with a requirement of a liquidator under sections 112 (liquidator’s
power to obtain documents) or 117 (duties of director, secretary and employees) the court, on
application of the liquidator, may order the person to comply and may make such ancillary order as it
thinks fit.

119.

Search and seizure
(1)

Where a company is in liquidation or where a petition for liquidation has been made to court
and the court is satisfied on the application of the liquidator that there are reasonable grounds
for believing that there is, in or at any place or thing, any property, records or other documents
of the company in respect of which an offence under section 117 (duties of directors, secretary
and employees) or section 120 (absconding etc.) has been or is about to be committed, the
court may issue a warrant with such reasonable conditions as it thinks fit, authorising the
person named in the warrant to search for and seize property, books, documents or records
of the company in or at that place or thing and to deliver them to the liquidator.

(2)

Subject to any conditions specified in the warrant in subsection (1), the person named in the
warrant may (a) at all reasonable times, enter and search the place or thing, within fourteen days of the date
of issue of the warrant;
(b) use such assistance as is reasonable in the circumstances; and
(c) use such force, both for making entry into the place and for breaking open anything in or at
the place as is reasonable in the circumstances.

120.

Absconding, etc.
(1)

Where a company is in liquidation or where a petition for liquidation has been made to
court, no person shall (a) leave or attempt to leave Uganda with the intention of
(i) avoiding to make payment of money due to the company;
(ii) avoiding examination of the affairs of the company; or
(iii) avoiding compliance with an order of the court or some other obligation under
this Act with respect to the affairs of the company;
(b) conceal or remove property of the company with the intention of preventing or delaying the
assumption of custody or control of the property by the liquidator; or
(c) destroy, conceal or remove records or documents of the company.

(2)
121.

A person who acts in contravention of subsection (1) commits an offence and on conviction
shall be liable to imprisonment of not less than six months and not more that seven years.

Completion of liquidation.
(1)

The liquidation of a company shall be complete when the liquidator delivers to the official
receiver a final report and final accounts of the liquidation and a statement that (a) all known assets have been disclaimed, realised or distributed;
(b) all proceeds of realisation have been distributed; and
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(c) the company is ready to be removed from the register.
(2)

On delivering to the official receiver the documents referred to in subsection (1), the liquidator
shall cease to hold office, but this section shall not limit section 124 (court supervision of
liquidation) or section 125 (enforcement of a liquidator’s duties).
Rights of creditors and shareholders.

122.

Creditors’ or shareholders’ meetings during liquidation.
(1)

Subject to subsection (3), a liquidator shall call a creditors’ or shareholders’ meeting if so
requested in writing by any two or more creditors or shareholders, to vote on a proposal
that a committee of inspection be appointed to act with the liquidator.

(2)

The liquidator shall give not less than fourteen working days notice of the meeting which
shall be conducted in accordance with the First Schedule to the Companies Act, in the case
of a shareholders’ meeting or the First Schedule to this Act, in the case of a creditors’
meeting.

(3)

A liquidator may decline any such request to call a meeting on the ground that
(a) the request is frivolous or vexatious;
(b) the request was not made in good faith; or
(c) the costs of calling a meeting would be out of proportion to the value of the company’s
assets
and a decision of a liquidator to decline a request to call a creditors’ or shareholders’
meeting may be reviewed by court on the application of one or more creditors or shareholders
as the case may be.

(4)

The members of a committee of inspection chosen by a creditors’ or shareholders’ meeting
shall take office immediately, but where there is a difference between the decisions of meetings
of creditors and meetings of shareholders on (a) the question of appointing a committee of inspection; or
(b) the membership of a committee of inspection,
the liquidator shall refer the matter to court for a decision as it thinks fit.

(5)

123.

A sole shareholder of a company may present to the liquidator a view on any matter which
could have been decided at a meeting of shareholders under this section and that view may
for all purposes, be treated as if it were a decision taken at a meeting of shareholders.

Committee of inspection during liquidation.
(1)

A committee of inspection shall consist of not less than three persons who shall be creditors
or shareholders or persons holding general powers of attorney from creditors or shareholders
or authorised directors of companies which are creditors or shareholders of the company in
liquidation.

(2)

A committee of inspection shall have the power to (a) call for reports on the progress of the liquidation from the liquidator;
(b) call a creditors’ or shareholders’ meeting;
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(c) apply to the Court under section 124 (court supervision of liquidation) and section 125
(enforcement of liquidator’s duties) ; and
(d) assist the liquidator as appropriate in the conduct of the liquidation.
(3)

Unless the court orders otherwise, the liquidator shall pay advocate and own client costs
reasonably incurred by the committee of inspection in exercising its powers under subsection
(2) (c) and those costs shall be deemed to be expenses properly incurred in the liquidation.

(4)

The provisions set out in the Third Schedule govern proceedings at meetings of committees
of inspection.

(5)

Where, by reason of vacancies in a committee of inspection, the committee is unable to act,
the liquidator shall indicate this in the next six-monthly report prepared and sent under
section 110(2) (c) (liquidator’s interim reports).
Supervision and enforcement by the court.

124.

Court supervison of liquidation.
(1)

On the application of the liquidator, any committee of inspection, the official receiver, or,
with the leave of the court, any creditor, shareholder or director of a company in liquidation,
the court may (a) give directions on any matter arising during the course of the liquidation;
(b) confirm, reverse or modify any act or decision of the liquidator;
(c) order an audit of the accounts of the liquidation;
(d) order the liquidator to produce the accounts and records of the liquidation for audit and to
provide the auditor with information concerning the conduct of the liquidation as the auditor
may request;
(e) in respect of any period, review or fix the remuneration of the liquidator at a level which is
reasonable in the circumstances and to the extent that an amount retained by the liquidator
is found by the court to be unreasonable in the circumstances, order the liquidator to refund
the amount;
(f)

declare whether or not the liquidator was validly appointed or validly assumed custody or
control of any property; or

(g) make an order concerning the retention or the disposition of the accounts and records of the
liquidation or of the company.
(2)

The powers under subsection (1) are in addition to any other powers a court may exercise
in its jurisdiction relating to liquidators under this Act and may be exercised in relation to any
matter occurring either before or after the commencement of the liquidation or the removal
of the company from the register and whether or not the liquidator has ceased to act as
liquidator when the application or the order is made.

(3)

Subject to subsection (4), a liquidator who has acted in accordance with a direction of the
court in the exercise of his or her powers or functions, shall be entitled to rely on having so
acted as a defence to any claim for anything done or not done in accordance with the
direction.

(4)

A court may order that, by reason of the circumstances in which a direction is obtained, the
liquidator shall not have the protection given by subsection (3).
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125.

Enforcement of liquidator’s duties.
(1)

In this section “failure to comply” includes a failure of a liquidator to comply with any relevant
duty arising under (a) the appointing document;
(b) under this or any other Act or rule of law or rules of court; or
(c) under any order or direction of the court other than an order made under this section.

(2)

An application for an order under this section may be made by (a) a liquidator;
(b) a committee of inspection;
(c) any creditor, shareholder or director of the company in liquidation; or
(d) a receiver appointed in respect of any property of the company in liquidation.

(3)

Except as otherwise ordered by the court, a copy of any application made under this section
shall be served on the liquidator not less than five working days before the hearing of the
application and the liquidator may appear and be heard at the hearing.

(4)

On failure to comply, court may, on such terms and conditions as it sees fit (a) relieve the liquidator of the duty to comply, wholly or in part; or
(b) without prejudice to any other remedy which may be available in respect of any breach of
duty by the liquidator, order the liquidator to comply to the extent specified in the order; or
(c) remove the liquidator from office.

(5)

Where an order is made under subsection (4) (c), the court may make such order as is
appropriate for the preservation of the company’s property, including an order requiring the
removed liquidator to make available any accounts, documents or other information necessary
for that purpose.

(6)

All proceedings relating to any application for an order under this section shall be served on
the official receiver who shall keep a copy of the proceedings on a public file indexed by
reference to the name of the liquidator concerned.

PART V ARRANGEMENTS (INDIVIDUALS).
126.

Interim order.
(1)

Any individual who intends to make any arrangement with his or her creditors may apply to
court for an interim protective order.

(2)

During the period for which an interim order of the court is in force in relation to an individual
(a) no application for bankruptcy relating to the individual may be made or proceeded with;
(b) no receiver of any property of the individual may be appointed; and
(c) except with the leave of the court and in accordance with such terms as the court may
impose 107
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(3)

127.

(i)

no other steps may be taken to enforce any charge over any of the individual’s
property;

(ii)

no other proceedings, execution or other legal process may be commenced or
continued; and

(iii)

no distress may be levied against the individual or his or her property.

Where the individual is an undischarged bankrupt, the interim order may contain provision
on the conduct of the bankruptcy and the administration of the bankrupt’s estate, during the
period for which the order is in force, including provision staying proceedings in the
bankruptcy.

Application for an interim order.
(1)

Subject to subsection (2), the court may make an interim order under section 126 (interim
order) on the application (a) of the individual or the trustee of his or her estate where the individual is an undischarged
bankrupt; or
(b) of the individual in any other case.

(2)

The court may make an interim order under section 126 (interim order) if it is satisfied that
(a) the individual intends to make an arrangement and if a discharged bankrupt, has given
notice of such intention to the trustee of his or her estate;
(b) a named insolvency practitioner is willing to act as supervisor of the proposed arrangement,
either as a trustee or otherwise for the purpose of supervising its implementation;
(c) the individual is an undischarged bankrupt or is able to petition for his own bankruptcy;
(d) no previous application has been made by the individual for an interim order in the last 12
months; and
(e) making the order is appropriate for the purpose of facilitating the consideration and
implementation of the individual’s proposed arrangement.

(3)
128.

When an application for an interim order is pending, the court may stay any action, execution
or other legal process against the property or person of the debtor.

Duration of an interim order.
Subject to section 130(2) and (3) (report to court), an interim order ceases to have effect at the end
of the period of fourteen(14) working days beginning with the day after the making of the order.

129.

Duties of a debtor.
Upon making an interim order, the individual shall submit to the proposed supervisor(a) a document setting out the terms of the arrangement which the debtor is proposing; and
(b) a statement of his or her affairs containing- (i) particulars of the individual’s creditors, debts and assets; and
(ii) such other information as may be prescribed.

130.

Report to court.
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(1)

The proposed supervisor shall, while the interim order has effect, give the court a report in
writing stating whether, in his or her opinion, a creditors’ meeting should consider the
individual’s proposed arrangement.

(2)

The court may, on an application made by the individual in a case where the proposed
supervisor has failed to submit the report required by subsection (1) (a) direct that the proposed supervisor be replaced by another named and consenting insolvency
practitioner; or
(b) direct that the interim order continues or if it has ceased to have effect, be renewed, for such
further period as the court may specify in the direction.

(3)

The court may, on the application of the proposed supervisor, extend the period for which
the interim order has effect to give him or her more time to prepare the report.

(4)

After considered the report, the court may (a) order the proposed supervisor to call a creditors’ meeting to consider the proposed
arrangement and for that purpose, extend the period for which the interim order has effect;
or
(b) discharge the interim order if satisfied that –
(i)

the individual has failed to comply with his or her obligations under section 129(duties
of debtor); or

(ii)

for any other reason it would be inappropriate to call a creditors’ meeting to consider
the debtor’s proposed arrangement.

131.

Creditors’ meeting to consider proposed arrangment.

(1)

Where the court makes an order under section 130(4) (a) (report to court) the proposed supervisor
shall call a creditors’ meeting not later than fourteen (14) working days after making the
order.
(2)

The proposed supervisor shall give a general notice of not less than two working days,
published in the official language in a newspaper of wide circulation in Uganda and written
notices of the meeting to each known creditor of the debtor, indicating (a) the date of the order under section 130(4) (a);
(b) the proposed supervisor’s full name; and
(c) the proposed supervisor’s physical office address and daytime telephone number.

(3)

The creditors of an undischarged bankrupt shall include (a) every creditor of the bankrupt in respect of a bankruptcy debt, and
(b) any person who would be a creditor if the bankruptcy had commenced on the day on which
notice of the meeting is given.

(4)

The proposed supervisor shall be the chairperson of the creditors’ meeting which shall
consider the proposed voluntary arrangement and, subject to this section, the meeting shall
be conducted in accordance with the First Schedule.

(5)

Subject to subsection (6), the creditors may resolve to (a) approve the proposed arrangements; or
(b) approve the proposed arrangement with modifications, but may not do so unless the debtor
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consents to each modification.
(6)

Where the proposed arrangement or the proposed arrangement as modified affects the
right of a secured creditor to enforce his or her security, the creditors may only approve it
with the consent of the creditor concerned.

(7)

The creditors’ meeting may not approve any proposed arrangement or proposed arrangement
as modified where (a) any preferential debt is not to be paid in priority to the debts that are not preferential debts;
or
(b) a preferential debt is to be paid in a smaller proportion than is paid to another preferential
debt of the same proportion, except with the written consent of the preferential creditor
concerned.
Arrangement.

132.

Arrangement order.
(1)

Immediately after the creditor’s meeting under section 131, the proposed supervisor shall
report the result of the meeting to court.

(2)

Where the meeting declines to approve a proposed arrangement, the court may discharge,
vary or extend the interim order or make any other appropriate order as it deems fit and the
debtor shall be given only one more opportunity to present a second proposal for
arrangement.

(3)

Where the meeting approves a proposed arrangement, with or without modifications, the
court may (a) make an arrangement order;
(b) make such ancillary directions as it thinks fit; or
(c) where the individual is an undischarged bankrupt, give such directions on the conduct of the
bankruptcy and the administration of the bankrupt’s estate as it thinks appropriate, for
facilitating the implementation of the arrangement.

133.

Notice of arrangment.
Immediately after the arrangement order is made, the supervisor shall -

134.

(a)

send to each known creditor a written notice showing that an arrangement has taken effect;
and

(b)

give public notice that an arrangement has taken effect.

Effect of arrangment.
(1)

Subject to subsection (3), an arrangement binds (a) the individual in respect of whom the arrangement order is made;
(b) the supervisor of the arrangement; and
(c) all the individual’s creditors for claims arising on or before the day specified in the voluntary
arrangement.

(2)

Subject to subsection (3), a person bound by an arrangement shall not110
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(a) make an application for a bankruptcy order or proceed with such an application made
before the arrangement became binding on the person;
(b) appoint a receiver of any property of the individual or commence or continue with an
application to appoint such receiver; or
(c) except with the leave of the court an in accordance with such terms as the court may
impose -

(3)

135.

(i)

take any other steps to enforce any charge over any of the individual’s property; or

(ii)

commence or continue other proceedings, execution or other legal process nor levy
distress against the individual or his or her property.

Subsections (1) and (2) shall not prevent a secured creditor from realising or dealing with
charged property except so far as the arrangement provides for a secured creditor who
voted in favour of the resolution resulting in the arrangement.

Function of a supervisor.
The supervisor shall supervise the implementation of the arrangement and he or she shall on the same
day of his or her appointment notify the official receiver in writing of the appointment.

136.

137.

Creditor’s meetings during arrangement.
(1)

The supervisor may call a creditors’ meeting at any time.

(2)

The supervisor shall call a creditors’ meeting if so requested in writing by creditors, the
value of whose claims against the individual is not less than ten per cent of the value of all
claims against the individual.

(3)

Subject to this section, the meeting shall be conducted in accordance with the First Schedule.

(4)

A creditors’ meeting has the power to call for reports on the progress of the arrangement
from the supervisor.

Remuneration of supervisor.
A supervisor is entitled to -

138.

(a)

such remuneration as specified in the arrangement; or

(b)

such remuneration as the court may fix on application of the supervisor if no remuneration is
specified.

Vacancy of the office of supervisor.
(1)

The office of supervisor becomes vacant if the person holding office is removed from office
under section 144(4) (enforcement of supervisor’s duties) or section 214 (prohibition order),
resigns, dies or becomes unqualified under section 209 (persons qualified to act as insolvency
practitioner)

(2)

A supervisor may resign from the office of supervisor by appointing, with the approval of
the creditors and the insolvent, another insolvency practitioner as his or her successor and
delivering notice of the appointment in writing, to the court.

(3)

The court, on the application of any creditor may review any appointment of a successor to
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a supervisor made under subsection (2) and if it thinks fit, may appoint instead any other
insolvency practitioner.

139.

(4)

Where as the result of the vacation of office by a supervisor, no person is acting as supervisor,
the official receiver shall act temporarily as supervisor and he or she may with the approval
of the insolvent and his creditors, appoint an insolvency practitioner as successor.

(5)

A person vacating the office of supervisor shall give such information and assistance on the
conduct of the voluntary arrangement as his or her successor may reasonably require.

(6)

A person who unreasonably refuses to comply with sub-section (5) commits an offence
under this Act.

Variation of arrangment.
(1)

On application of any person who is bound by an arrangement order, court may vary it
either in whole or in part and subject to such conditions as it thinks fit.

(1)

Where the supervisor discovers an asset after an arrangement order has been made, the
asset shall be distributed using the arrangement agreed upon.

140. Termination of arrangment.
An arrangement terminates if -

141.

(a)

court makes an order under section 141 (termination of arrangement by court) ; or

(b)

circumstances specified in the deed for terminating it, occur.

Termination of arrangment by court.
(1)

An application for the termination of an arrangement may be made to court by any person
who is bound by it and where the individual is an undischarged bankrupt, by the trustee of
his estate.

(2)

Subject to subsection (3), the court may make an order terminating the arrangement on
such terms and conditions as it sees fit.

(3)

The court may make on order under subsection (2), if it is satisfied that (a) the supervisor or creditors were given information about the individual’s property, affairs or
financial circumstances that was false or misleading or that the information which can
reasonably be expected to have been material to creditors in deciding whether to vote in
favour of the arrangement was not given to them;
(b) the report made to court under section 130 (report to court) contained information which
was misleading or omitted information which can reasonably be expected to have been
material to creditors in deciding whether to vote in favour of the arrangement was not given
to them;
(c) a person bound by the arrangement has failed to comply with his or her obligations under it;
or
(d) the individual has failed to do such things under the arrangement as may have been reasonably
required of him or her by the supervisor;
(e) the arrangement cannot be completed without injustice or undue delay;
(f)
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(i)

oppressive or unfairly prejudicial or unfairly discriminatory against, one or more creditors;
or
(ii) contrary to the interests of creditors as a whole; or
(g) the arrangement should be terminated for some other reason.
(4)

Except as otherwise ordered by the court, a copy of any application made under this section
shall be served on the supervisor not less than five working days before the hearing of the
application and the supervisor may appear and be heard at the hearing.

142. Notice on termination of arrangement.
Where an arrangement terminates the supervisor shall (a)

send notice of the termination to each creditor;

(b)

give public notice of such termination; and

(c)

notify the official receiver in writing.
Supervision and enforcement by the court.

143.

Court supervison of supervisor.
(1)

On the application of a supervisor, the court may give directions on any matter concerning
the performance of functions of the supervisor.

(2)

Either during or after an arrangement, on the application of (a) the supervisor of the arrangement;
(b) a creditor of the individual; or
(c) any trustee of the individual’s estate,
the Court may for any period, review or fix the remuneration of the supervisor at a level
which is reasonable in the circumstances and where the amount retained by the supervisor
is found by the court to be unreasonable in the circumstance, order the supervisor to refund
the amount.

144.

(3)

Subject to subsection (4), a supervisor who acts in accordance with a direction of the court
with respect to a matter connected with the exercise of his or her powers or functions is
entitled to rely on having so acted as a defence to any claim in respect of anything done or
not done in accordance with the direction.

(4)

The court may order that, by reason of the circumstances in which a direction is obtained,
the supervisor shall not have the protection given by subsection (3).

Enforcement of supervisor’s duties.
(1)

In this section, “failure to comply” includes a failure of a supervisor to comply with a duty
under (a) the arrangement;
(b) this Act or any other law; or
(c) any order or direction of the court other than an order to comply made under this section,
113

UGANDA LAW REFORM COMMISSION

(2)

An application for an order under this section may be made to the court by (a) a supervisor;
(b) a creditor of the individual; or
(c) a trustee of the individual’s estate,

(3)

A copy of an application made under this section shall be served on the supervisor not less
than five working days before the hearing of the application and he or she may appear and
be heard at the hearing unless otherwise ordered by the court.

(4)

Where the supervisor fails to comply with the order, court may, on such terms and conditions
as it sees fit (a) relieve the supervisor of the duty to comply, in whole or in part;
(b) order the supervisor to comply to the extent specified in the order; or
(c) remove the supervisor from office and appoint someone else as supervisor.

(5)

Where an order is made under subsection (4) (c), the court may make such order as is
appropriate for the preservation of the company’s property, including an order requiring the
removed supervisor to make available any accounts, records or other information necessary
for that purpose.

(6)

All proceedings relating to any application for an order under this section shall be served on
the Official Receiver who shall keep a copy of the proceedings on a public file indexed by
reference to the name of the supervisor concerned.
PART VI - ADMINISTRATION (COMPANIES).

145.

Application of administration provision to foreign companies.
In this Part, “company” includes a foreign company and “property” means property in Uganda.
Provisional administration.

146.

147.

Appointment of a provisional administor .
(1)

A provisional administrator of a company may be appointed by a special resolution of the
board and a notice in writing under this part of the Act on the date of the interim order

(2)

The notice appointing a provisional administrator shall include a certificate signed by the
appointer certifying that, at the time of the appointment, there is reason to believe that the
company is or will be unable to pay its debts within the meaning of section 4 (inability to pay
debts).

(3)

A provisional administrator may not be appointed under subsections (1) after the company
has gone into liquidation1

(4)

A provisional administrator appointed under subsection (1) may, with the leave of the court
be appointed liquidator or provisional liquidator.

Fundamental duties of provisional administrator.
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(1)

The fundamental duties of a provisional administrator are(a) to investigate the company’s business, property, affairs and financial circumstances; and
(b) to exercise his or her powers in a manner which he or she believes on reasonable grounds
to be likely to achieve one or more of the following outcomes (i)
the survival of the company and the whole or any part of its undertaking as a going
concern;
(i)
the approval of an administration deed under section 155 (creditors’ meeting to
consider proposals) ; and
(ii)
a more advantageous realisation of the company’s assets than would be effected in a
liquidation.

(2)

A provisional administrator is not entitled to (a) act as the company’s agent to defend any proceedings relating to any breach of duty under
this section; or
(b) receive any compensation or indemnity from the company’s property in respect of any
liability incurred by him or her through any breach of duty under this section.

148.

General duties of a provisional administrator.
(1)

Without limiting section 147 (fundamental duties of provisional administrator), a provisional
administrator shall perform other functions and duties specified in this Act.

(2)

A provisional administrator shall (a) take custody and control of all the property to which the company is or appears to be
entitled;
(a) keep company money separate from other money held by or under the control of the
provisional administrator; and
(c) keep, in accordance with generally accepted accounting procedures and standards, full
accounts and other records of all receipts, expenditure and other transactions relating to the
company and retain the accounts and records for not less than six years after the administration
ends.

149.

Commencement of provisonal administration.
The provisional administration commences and the appointment of a provisional administrator takes
effect when the interim protective order is made.
(1)

Upon the appointment of a provisional administrator -

(a) a copy of the notice appointing the provisional administrator;
(b) a copy of the provisional administrator’s consent to act; and
(c) the written consent to the appointment of the provisional administrator by any secured
creditor holding a charge over the whole or substantially the whole of the property and
undertaking of the company,
shall be registered with the official receiver and registrar by the provisional administrator.
150.

Efforts of provisional administration.

(1)
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(a) no application for the liquidation of the company by the court may be commenced;
(b) no order for the liquidation of the company may be made if the court is satisfied that it is in
the interests of the company’s creditors for the company to continue in provisional
administration;
(c) the functions and powers of any liquidator shall be suspended;
(d) no resolution for the liquidation of the company shall be made, except in accordance with
section ;
(e) no receiver of any property of the company may be appointed; and
(f)

except with the provisional administrator’s written consent or with the leave of the court and
in accordance with such terms as the court may impose (i) no steps shall be taken to enforce any charge over any of the company’s property;
(ii) no proceedings, execution or other legal process shall be commenced or continued and
no distress shall be levied against the company or its property; and
(iii) no other transaction shall be carried out in respect of any registered or unregistered
property of the company.

151.

(2)

Subject to subsection (3), nothing in this Act shall prevent the continued exercise of a power
of enforcement of a charge over property where the power was exercised before the
commencement of the provisional administration.

(3)

An administrative receiver may remain in office during a provisional administration, but his
or her functions, powers and duties shall be suspended.

Notice of provisional administration.
(1)

A provisional administrator shall give notice of the provisional administration(a) on every invoice, order for goods or business letter issued by or on behalf of the company
on which the company’s name appears, by stating after the company’s name “in provisional
administration”; and
(b) in every other case, in entering into any transaction or issuing any document by or on behalf
of the company.

(2)

Failure to comply with subsection (1) does not affect the validity of the document.

(3)

Where a company fails to comply with subsection (1), the provisional administrator commits
an offence.

(4)

Where a provisional administrator is charged with an offence under this section, it shall be a
defence to show that (a) he or she did not know of and could not reasonably be expected to know of the failure to
comply; or
(b) he or she took all reasonable steps in the circumstances to ensure that the requirements are
complied with.

152.

Duration of provisional administration.
(1)

A provisional administration terminates when (a) the period specified in the interim order lapses and such period shall not be more than thirty
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days;
(b) an administration deed is executed under section 157(execution of administration deed) ; or
(c) the provisional liquidator gives the notices required under section 158 (notice of termination
of provisional administration).

153.

(2)

Subject to subsection (3), a provisional administrator shall call a creditors’ meeting to end
the provisional administration under section 155 (creditor’s meeting to consider proposals)
not more than ten working days after the commencement of the provisional administration.

(3)

On application made by the provisional administrator, court may in exceptional circumstances
extend the period specified in subsections (1) and (2).

Creditor’s meeting to consider appointment of provisional administrator.
(1)

The provisional administrator shall call a creditors’ meeting, not later than five working days
after the commencement of the provisional administration.

(2)

The provisional administrator shall give not less than 2 working days’ public notice and
individual written notice of the meeting to each known creditor of the company, indicating (a) the date of the commencement of the provisional administration;
(b) the provisional administrator’s full name; and
(c) the provisional administrator’s physical office address and daytime telephone number.

(3)

Subject to this section, the meeting shall be conducted in accordance with the First Schedule.

(4)

At the meeting the company’s creditors may by majority resolution (a) remove the provisional administrator from office; and
(b) appoint another person as provisional administrator of the company who shall on the day of
his appointment, give notice of his appointment to court, the registrar of companies and the
official receiver.

154.

Provisional administrator’s proposals.
Within the time limit specified in section 152 (2) (duration of provisional administration), a provisional
administrator shall call a creditors’ meeting to consider his or her proposals.
(1)

A provisional administrator shall give not less than five working days’ public notice and a
written notice of the meeting, to each known creditor.

(2)

The notice given under subsection (2) shall be accompanied by a copy of (a) a report by the provisional administrator about the company’s business, property, affairs
and financial circumstances;
(b) a statement of the provisional administrator’s opinion and the reasons for the opinions on (i)

the interests of the company’s creditors in the event of the company’s execution of an
administration deed;

(ii)

the creditor’s interests on the termination of the provisional administration; and

(iii)

the creditor’s interests in the event of the company’s liquidation; and

(c) a statement showing the details of the proposed deed, where an administration deed is
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proposed.
155.

Creditor’s meeting to consider proposals.
(1)

The provisional administrator shall be the chairman of the creditors’ meeting to consider his
or her proposals and subject to this section, the meeting shall be conducted in accordance
with the First Schedule.

(2)

A creditors’ meeting under this section may be adjourned from time to time, but shall not be
adjourned to a day that is more than 7 days after the first day on which the meeting was
held, even if no resolution under subsection (3) has been passed.

(3)

The creditors may resolve (a) that the company execute an administration deed specified in the resolution;
(b) that the provisional administration ends; or
(c) that the company be liquidated.

156.

Requirements of an administration deed.
An administration deed shall specify -

157.

158.

(a)

the proposed administrator of the deed;

(b)

the property of the company available to pay creditors’ claims;

(c)

the nature and duration of any moratorium period or which the deed provides;

(d)

the extent to which the company is to be released from its debts;

(e)

the conditions, if any required for the deed to come into operation and continue in operation;

(f)

the circumstances under which the deed terminates;

(g)

the order in which proceeds of realising the property referred to in paragraph (b) are to be
distributed amongst the creditors bound by the deed;

(h)

the date which shall not be later than the day the administration begins, on or before which
claims that are admissible under the deed, shall have arisen.

Execution of an administration deed.
(1)

To be effective, an administration deed shall be executed by the company and the proposed
administrator.

(2)

Before execution, the persons listed in section 171(1) (effect of administration) shall be
bound by the deed as if it had already been executed for a period of 21 days after the
meeting of creditors held under section 155 or such further period as the court may allow on
application made within the twenty day execution period.

Notice of termination of a provisional administrators.
Where(a)

the deed is not executed within the execution period;

(b)

the creditors resolve that the provisional administration should end; or

(c)

the creditors fail to pass a resolution under section 155 (creditors’ meeting to consider
proposals) ,
the provisional administrator shall as soon as practicable give public notice and send notice
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to the official receiver, registrar and court indicating that the provisional administration has
ended without the execution of an administration deed.
159.

Transition to liquidation.
(1)
The shareholders are deemed to have passed a special resolution for the liquidation of the
company under section 62(2) (commencement of liquidation) where(a) the creditors resolve that the company be liquidated at a creditors’ meeting under section
155 (creditors’ meeting to consider proposal) ; or
(b) an administration deed is not executed within the execution period in section 157 (execution
of administration deed).
(2)

In the case of a deemed resolution under subsection (1), the shareholders are deemed to
have appointed the provisional administrator or administrator as liquidator.
Conduct of provisional administration.

160.

Powers of a provisional administrator.
(1)
A provisional administrator may, in the performance of his or her duties,(a) carry on the company’s business and manage the company’s property and affairs;
(b) perform any function and exercise any power that the company or any of its directors or
secretary would perform or exercise if the company was not in provisional administration;
(c) change the company’s registered office or registered postal address;
(d) remove from office a director of the company;
(e) appoint a person as director, whether to fill a vacancy or not; and
(f)
(2)

161.

call any meeting of the shareholders or creditors of the company.
In exercising his or her powers the provisional administrator shall be deemed to act as the
company’s agent.

Provisional administrator’s relatinship with third parties.
A person paying money or giving other consideration to a provisional administrator need not enquire
whether the provisional administrator was validly appointed or authorised to act as provisional administrator.

162.

Role of directors and secretary during provisional administration.
(1)

During a provisional administration, a company may not exercise any of its functions or
powers and a company’s directors and secretary may not exercise any powers, functions
or duties as such, except with the administrator’s approval which may be either general or
specific.

(2)

Every director and secretary of a company in administration shall make available to the
administrator, the company seal, all documents and information relating to the company and
give all assistance reasonably required by the provisional administrator.
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(3)

Where required by the provisional administrator, the directors and secretary shall verify by
statutory declaration that the material and information made available to the Provisional
administrator is complete and correct.

(4)

Any director who fails to comply with the provisions of this section commits an offence.

163. Compliance order.
Where –
(a) a director or secretary fails to comply with the provisions of section 162 (role of directors
and secretary during provisional administration),
(b) the provisional administrator makes a request under section 162 or
(c) the provisional administrator makes an application,
court may order the director or secretary to comply and may make such ancillary orders as
it thinks fit.
164.

Disposal of charged property during provisional administration.
A provisional administrator shall not dispose of property subject to a charge unless -

165.

(a)

the disposal is in the ordinary course of the company’s business;

(b)

the provisional administrator has the written consent of the secured creditor; or

(c)

under a court order, made if the court is satisfied that adequate arrangements to protect the
interests of the secured creditor have been made.

Liabilities of a provisional administrator.
(1)

Notwithstanding any agreement to the contrary, a provisional administrator is personally
liable (a) for any contract entered into by him or her in the exercise of any of the provisional
administrator’s powers, but is not liable for the company’s debts;
(b) for wages, salary and allowances including sickness and holiday pay but not payments in
lieu of notice, incurred (i)

during the provisional administration;

(ii)

under a contract of employment adopted by the provisional administrator; and

(iii)

in respect of services rendered after the adoption of the contract.

(2)

For the purposes of subsection (1) (b) (ii), a provisional administrator shall not be deemed
to have adopted a contract of employment by reason of anything done or omitted to be
done within ten working days of his or her appointment.

(3)

Where (a) a company continues to use, possess or occupy property under an agreement subsisting at
the commencement of the provisional administration; and
(b) legal title to the property is not vested in the company,
the provisional administrator is personally liable, to the extent specified in subsection (4), for
rent and any other payments becoming due under the agreement

(4)

A provisional administrator’s liability under subsection (3) is limited to that portion of the
rent or other payments which accrue in the period commencing seven days after the
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commencement of the provisional administration and ending on (a) the termination of the provisional administration; or
(b) the date on which the company ceases to use, possess or occupy the land,
whichever is the earlier, but the court may further limit or excuse the liability of the provisional
administrator.
(5)

166.

Nothing in subsections (3) or (4) shall (a)
be taken as an adoption by the provisional administrator of any agreement in subsection
(3) ; or
(b)
render the provisional administrator liable to perform any other obligation under the
agreement.

Provisional administrator’s right to indemnity.
(1)

A provisional administrator is entitled to an indemnity out of the company’s property in respect of (a) any personal liability incurred under section 165 (liabilities of provisional administrator); and
(b) any remuneration and expenses reasonably incurred.

(2)

Nothing in this section shall(a) limit any other right of indemnity to which a provisional administrator may be entitled;
(b) limit a provisional administrator’s liability on any contract entered into without authority; or
(c) confer on a provisional administrator any right to an indemnity in respect of liability on any
contract entered in to without authority.

167.

Relief from liability for a provisional administrator.
(1)

Court may relieve a provisional administrator from all or any personal liability incurred in the
course of the provisional administration if satisfied that (a) the liability was incurred solely by reason of a defect in the appointment of the provisional
administrator; or
(b) the provisional liquidator acted honestly and reasonably and ought, in the circumstances,
fairly to be excused.

(2)

168.

In exercising the powers under this section, the court may give such directions and impose
such terms and conditions and apportion any liability as it sees fit.

Provisional administrator’s reports to the official receiver.
(1)

A provisional administrator shall make a report to the official receiver if it appears to him or
her that (a) a past or present director, secretary or shareholder may have been guilty of an offence in
relation to the company; or
(b) a person who took part in the formation, promotion, administration, management or liquidation
of the company may have misapplied, retained, become liable or accountable for, money or
property of the company or may have been guilty of negligence, default, breach of duty or
breach of trust in relation to the company and in such a case, the administrator shall give the
official receiver such information and access to and facilities for inspecting and taking copies
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of documents as the official receiver may require
(2)

The official receiver shall, upon receipt of the report, cause an investigation to be made and
may then apply to court for a public examination of the director, secretary or any other
person involved.

(3)

If court is satisfied that the persons referred to in subsections (1) and (2) misapplied or
retained the company’s assets or caused loss to the company in any other way, it may order
the person to restore the assets or pay their market value subject to an interest rate set by
court.

(4)

Notwithstanding the provision of this section, the official receiver may commence criminal
proceedings against the persons referred to in subsections (1), (2) and (3).
Administration.

169.

170.

Commencement of administration.
(1)

An administration commences with the execution of an administration deed within the
execution period.

(2)

The appointment of the administrator takes effect on the execution of the administration
deed.

Notice of administration.
Immediately after the commencement of an administration, the administrator shall -

171.

(a)

send to each creditor of the company a written notice of the execution of the deed;

(b)

give public notice of the execution; and

(c)

deliver written notice of the execution to the official receiver, court and registrar.

Effect of administration.
(1)

An administration deed shall bind (a) the company;
(b) the company’s directors and secretary;
(c) the company’s shareholders;
(d) the administrator; and
(e) all the company’s creditors in relation to claims arising on or before the day specified in the
deed.

(2)

Subject to subsection (3), a person bound by a deed shall not (a) make an application for the liquidation of the company or proceed with such an application
made before the deed became binding on the person; or
(b) except with the leave of the court and in accordance with such terms as the court may
impose (i)

take steps to enforce any charge over any of the company’s property; and

(ii)

commence or continue execution proceedings or other legal process or levy distress
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against the company or its property.
(3)

172.

Subsection (2) shall not prevent a secured creditor from exercising a power of enforcement
of a charge over company property, except where the deed provides in relation to the
secured creditor who voted in favour of the resolution for the execution of the deed.

Function of administrator.
The administrator shall supervise the implementation of the administration deed.

173.

174.

175.

Creditor’s meetings during admnistration.
(1)
The administrator may call a creditors’ meeting at any time.
(2)

The administrator shall call a creditors’ meeting if requested in writing by creditors, the value
of whose claims against the company is not less than ten per cent of the value of all claims
against the company.

(3)

An administrator shall give not less than five working days notice of the meeting, which,
subject to this section, shall be conducted in accordance with the First Schedule.

(4)

A creditors’ meeting has the power to call for reports on the progress of the administration
from the administrator.

Variation of the administration deed by creditor’s.
(1)

An administration deed may be varied by a resolution passed at a creditors’ meeting.

(2)

Where an administration deed is varied under subsection (1), the court may, on the application
of a creditor or the administrator, cancel or confirm the variation, either in whole or in part
and subject to such conditions as it thinks fit and may make such other order as it thinks
appropriate.

(2)

Any variation, cancellation, confirmation or order made under this section shall be filed with
the registrar and the official receiver within seven days.

Termination of administration.
An administration terminates where -

176.

(a)

the court makes an order under section 176 (termination of administration by court); or

(b)

circumstances specified in the deed for terminating it occur.

Termination of administration by court.
(1)

An application for the termination of an administration may be made to the court by (a) an administrator of the company;
(b) a creditor of the company; or
(c) any liquidator of the company.

(2)

Subject to subsection (3), court may make an order with respect to an administration that,
on such terms and conditions as it sees fit, the administrator ceases to act from a specified
date and may prohibit the appointment of another administrator or provisional administrator.

(3)
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(a) the provisional administrator or creditors were given information about the company’s
business, property, affairs or financial circumstances that was false or misleading or information
which can reasonably be expected to have been material to creditors in deciding whether to
vote in favour of the administration was not given to them; or
(b) the report or a statement under section 154 (provisional administrator’s proposals) contained
false or misleading information or omission;
(c) a person bound by the administration deed has failed to comply with the deed or with his or
her obligations under the deed;
(d) the company has failed to act as may have been reasonably required by the administrator,
for purposes of the administration;
(e) the administration cannot be completed without injustice or undue delay;
(f)

the administration is (i)

oppressive or unfairly prejudicial or unfairly discriminatory against, one or more
creditors; or

(ii)

contrary to the interests of the creditors of the company as a whole; or

(g) the administration should be terminated for any other sufficient reason.
(4)

177.

Except if ordered by court or unless the administrator is making the application, a copy of
any application made under this section shall be served on the administrator, not less than
five working days before the hearing of the application and the administrator may appear
and be heard at the hearing.

Notice on termination of administration.
Where an administration deed terminates the administrator shall (a) give public notice of the termination;
(b) send a written notice to each of the company’s creditors;
(c) send a written notice to the shareholders and registrar; and
(d) deliver a notice of termination to the official receiver.

Provisional administrators and administrators.
178. Remuneration of provisional admnistrator or admnistrator.
An administrator is entitled to -

179.

(a)

the remuneration agreed upon; or

(b)

remuneration fixed by the court on application for taxation and assessment of costs and fees
of the administrator, where no remuneration is agreed upon.

Vacancy of the office of provisonal admnistrator or admninistor.
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(1)

The office of provisional administrator or administrator shall become vacant where the person
holding office is removed from office under section 181(4) (enforcement of provisional
administrator’s or administrator’s duties) or section 214 (prohibition order) or where the
provisional administrator resigns, dies or becomes unqualified to act as an insolvency
practitioner under section 209 (persons qualified to act as an insolvency practitioner).

(2)

A provisional administrator or administrator may resign from office by appointing another
consenting insolvency practitioner as his or her successor with the approval of the creditors,
the company and court.

(3)

Where a vacancy arises other than by resignation, the official receiver shall temporarily act
as provisional administrator or administrator, as the case may be, and shall then appoint an
insolvency practitioner as provisional administrator or administrator, with the approval of
the creditors, the company and court.

(4)

Within five working days of appointment, a provisional administrator or administrator shall
call a creditors’ meeting by giving not less than two days public notice and written notice to
each creditor, to (a) confirm his or her appointment; or
(b) appoint another person as provisional administrator or administrator

180.

(5)

Subject to this section, the creditors’ meeting shall be conducted in accordance with the
First Schedule.

(6)

A person vacating the office of provisional administrator or administrator shall be compelled
to give information and assistance necessary for the conduct of the provisional administration
or administration, as the case may be,as that person’s successor may reasonably require.

(7)

Any person who shall fail or refuse to comply with sub-section (6) commits an offence.

Court supervision of provisional administrator or administrator.
(1)

On the application of a provisional administrator or administrator, court may give directions
on any matter concerning the functions of the provisional administrator or administrator.

(2)

Either during or after a provisional administration or administration, on the application of (a) a provisional administrator or administrator;
(b) a creditor of the company; or
(c) a liquidator or provisional liquidator of the company,

court may –
(i)

in respect of any period, review or fix the remuneration of the provisional administrator
or administrator, as the case may be, at a level which is reasonable;

(ii)

where the amount retained by the provisional administrator or administrator is found
by the court to be unreasonable in the circumstance, order the provisional
administrators or administrator to refund the amount; or

(iii) determine whether the provisional administrator or administrator, as the case may be,
was validly appointed or validly assumed custody or control of any property.
(3)

Subject to subsection (4), a provisional administrator or administrator who acted in
accordance with a direction of the court in the exercise of his or her powers or functions is
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entitled to rely on this as a defence for any claim in respect of the exercise of his or her
powers or functions.
(4)

181.

The court may order that, by reason of the circumstances in which a direction is obtained,
the provisional administrator or administrator as the case may be, shall not have the protection
given by subsection (3).

Enforcement of provisional administrator’s or administrator’s duties.
(1)

An application for an order under this section may be made to the court by (a) a provisional administrator;
(b) an administrator;
(c) a creditor of the company; or
(d) a liquidator or provisional liquidator of the company.

(2)

Unless, if ordered by court, a copy of any application made under this section shall be
served on the provisional administrator or administrator as the case may be, not less than
five working days before the hearing of the application and he or she may appear and be
heard at the hearing.

(3)

Where the provisional administrator or administrator fails to comply with a court order, the
court may, on such terms and conditions as it sees fit (a) relieve the provisional administrator or administrator of the duty to comply, in whole or in
part;
(b) order the provisional administrator or administrator to comply to the extent specified in the
order; or
(c) remove the provisional administrator or administrator from office and appoint someone else
as provisional administrator or administrator as the case may be.

(4)

Where a provisional administrator is removed from office under subsection (4) (c), the
court may make an order, appropriate for the preservation of the company’s property,
including an order requiring the removed provisional administrator or administrator, as the
case may be, to make available any accounts, records or other information.

(5)

Where a liquidator is charged with an offence under this section, it is a defence to show that
(a) he or she did not know of and could not reasonably be expected to know of the failure to
comply; or
(b) he or she took all reasonable steps in the circumstances to ensure that the requirements
were complied with.

(6)

In this section ‘failure to comply’ includes a failure of a provisional administrator or
administrator to comply with a duty under (a) the notice of appointment, in the case of a provisional administrator;
(b) the administration deed, in case of an administrator;
(c) this Act or any other law; and
(d) any order or direction of the court other than an order to comply made under this section.
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PART VII - CORPORATE AND INDIVIDUAL RECEIVERSHIP.
182.

Application of receivership provision to foreign companies.
In this Part, “company” includes a foreign company and property includes property in Uganda.

183.

Commencement of receivership.
(1)
Where the appointment of a receiver is made by court order, the receivership commences
and the appointment takes effect as specified in the court order.
(2)

184.

Liability for invalid appointment of receiver.
(1)
Where the appointment of a person as receiver other than by a court order is discovered to
be invalid, the court may order the person by whom or on whose behalf the appointment
was made to indemnify the person appointed against any liability which arises as a result of
the invalidity of the appointment.
(2)

185.

In all other cases, the receivership commences and the appointment takes effect when the
receiver accepts the appointment in writing.

Notwithstanding the provisions of subsection (1), the bona fide transactions of the person
appointed as receiver shall not be affected.

Notice of receivership.
(1)

Immediately after appointment, a receiver shall give written notice of the appointment to the
grantor.

(2)

A receiver shall, not later than fourteen working days after the commencement of the
receivership, give public notice of (a) the date of the commencement of the receivership;
(b) the receiver’s full name;
(c) the receiver’s physical office address and daytime telephone number; and

(d) a brief description of the property under receivership which has come into his or her
possession.
(3)
Where the grantor is a body corporate, the receiver shall, not later than fourteen working
days after the commencement of the receivership, deliver to the registrar and the official
receiver a copy of the notice referred to in subsection (2).
(4)
A receiver shall give notice of the receivership (a) when the receiver is an administrative receiver, on every invoice, order for goods or business
letter issued by or on behalf of the grantor on which the company’s name appears, by
stating after the grantor’s name “receiver appointed”; and
(b) in every other case, in entering into any transaction or issuing any document in connection
with the property in receivership.
(5)

Failure to comply with subsection (4) shall not affect the validity of the document.

(6)

A receiver who fails to comply with subsection (4), may be convicted of an offence under
this Act.

(7)

Where a receiver is charged with an offence under this section, it is a defence to show that
(a) he or she did not know of and could not reasonably be expected to know of the failure to
comply; or
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(b) he or she took all reasonable steps in the circumstances to ensure that the requirements are
complied with.
186.

Fundamental duty of a receiver.
(1)

The fundamental duty of a receiver is to exercise his or her powers in a manner which he or
she believes on reasonable grounds to be in the best interests of all persons in whose interests
the receiver is appointed.

(2)

Except where inconsistent with the duty owed under subsection (1), a receiver shall have all
power over the property in receivership with reasonable regard to the interests of (a) the grantor;
(b) any person claiming, through the grantor, an interest in the property in receivership;
(c) any unsecured creditor of the grantor; and
(d) any surety or guarantor who may be called upon to fulfill any obligation of the grantor to a
person in whose interest the receiver was appointed, if that obligation is not satisfied by
recourse to the property in receivership;
and in particular, a receiver who exercises a power of sale in respect of any property in
receivership shall take all reasonable care to obtain the best price reasonably obtainable at
the time of the sale.

(3)

A receiver shall not (a) defend any proceedings relating to any breach of duty under this section on the ground that
the receiver was acting as the grantor’s agent or under a power of attorney from the grantor;
or
(b) receive compensation or indemnity from the property in receivership or the grantor in respect
of any liability incurred by the receiver through any breach of a duty under this section.

187.

General duties of receiver.
(1)

Without limiting the fundamental duty of the receiver in section 186 (fundamental duty of
receiver) a receiver shall perform other functions and duties specified in this Act.

(2)

A receiver shall (a) take custody and control of all the property which is or appears to be under receivership;
(b) register in his or her names all land and other assets under receivership;
(c) investigate the state of affairs of the property under receivership;
(d) give a general notice of his or her interest in all property that has not yet come to his or her
knowledge;
(e) keep all money relating to the property in receivership separate from other money received
in the course of, but not relating to, the receivership and separate from other money held by
or under the control of the receiver;
(f)

keep, in accordance with generally accepted accounting procedures and standards, full
accounts and other records of all receipts, expenditure and other transactions of the company,
;and

(g) retain the accounts and records of the company for not less than six years after the receivership
ends.
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(3)

188.

A receiver shall cause the registrar of titles to have his or her name registered on any land
forming part of an estate in receivership upon discovery or recovery of the land,
notwithstanding any transfers or dealings which took place after the commencement of the
insolvency or the provisions of any other law.

Powers of receiver.
(1)

A receiver shall have the powers expressly or impliedly conferred by the appointing document
and unless specifically provided to the contrary may (a) demand or recover, by action or any other means, all income of the property in receivership;
(b) issue receipts for income recovered;
(c) manage any of the property under receivership;
(d) inspect at any reasonable time any documents of the grantor or other records relating to the
property under receivership, in the custody of the grantor or of any other person; and
(e) execute in the name and on behalf of the grantor all documents necessary or incidental to the
exercise of the receiver’s powers.

(2)

In addition, subject to the appointing document, a receiver who is an administrative receiver
may (a) if the grantor is an individual, carry on any business of the grantor; or
(b) if the grantor is a company (i)

carry on the company’s business and manage the company’s property and affairs;

(ii)

perform any function and exercise any power that the company or any of its directors
or secretary would perform or exercise if the company was not in receivership; and

(iii) change the company’s registered office or registered postal address.
(3)
189.

In exercising his or her powers a receiver is deemed to act as the grantor’s agent.

Receiver’s relationship with third parties.
A person paying money or giving other consideration to a receiver need not inquire whether the
receiver was validly appointed or is authorised to act as a receiver.

190.

Role of grantor in a receivership.
(1)

Where the grantor is a company, in an administrative receivership, the company shall not
exercise any of its functions or powers and a director and secretary shall not exercise his or
her functions or powers, except with the administrative receiver’s approval which may be
either general or specific.

(2)

The grantor shall make available to the receiver all documents and information relating to
the grantor and to all the property under receivership and give all assistance reasonably
required by the receiver.

(3)

If required by the receiver, the grantor shall verify by statutory declaration that the material
and information made available to the receiver is complete and correct.

(4)

Where the grantor is a body corporate, it shall make the seal available for use by the
receiver on any document required to be executed under the seal.
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191.

(5)

Where the grantor is a body corporate, each director and secretary shall comply with this
section as if the director or secretary was the grantor.

(6)

Any person who fails to comply with this section commits an offence and on conviction shall
be liable to a fine of not less than six months and not more than seven years.

Rights and obligations of a grantor in receivership.
(1)

The grantor may bring an action (a) against the receiver, secured creditor or appointees or any other person for wrongful
appointment of the receiver, trespass and other unlawful acts which prejudice the rights and
interests of the grantor;
(b) to preserve or protect the estate or interest in receivership where the receiver does not take
action; and
(c) with the consent and approval of the receiver, in any other case.

192.

(2)

The grantor shall in an action taken under subsections (1) and (2), establish a prima-facie
case and furnish security for costs as court shall deem fit on presentation of the action to
court.

(3)

Where the court grants an ex-parte injunction or relief against the receiver or secured
creditor in subsections (1), the injunction or relief shall lapse after fourteen days provided
that court shall, in appropriate cases, entertain informal applications for relief inter partes.

(4)

Notwithstanding the provisions of the Registration of Titles Act or any other law, no caveat,
lien or other encumbrance placed on the assets forming part of the estate under insolvency
shall be sustained for more than thirty (30) days unless the caveator, claimant or person who
placed an encumbrance on an asset obtains a court order to this effect.

(5)

Notwithstanding the provisions of the Registration of Titles Act or any other law, court may
grant an extension of a caveat, lien or other encumbrance on the application of the caveator,
claimant or person who placed an encumbrance on an asset, upon establishment of a prima
facie case and furnishing security for costs commensurate to the estimated loss and damages
of the value of the subject matter of the dispute.

(6)

Any person who, without sufficient cause publishes or causes to be published any notice,
advert or publication which prevents or is like to prevent the realisation, possession, recovery
or control by the receiver, secured creditor or their agents or servants of any assets forming
part of the estate under receivership shall be liable to pay compensation to the estate in
receivership of any loss or injury suffered by the estate as a result of the notice, advert or
publication.

(7)

Any person who contravenes sub-section (6) commits an offence.

Compliance order
Where any person fails to comply with section 190 (role of grantor in receivership) or with a request
of the receiver made under the section, on the application of the receiver, the court may order the
grantor or any director or secretary as the case may be, to comply and may make such ancillary order
as it thinks fit.

193.

Liabilities of receiver.
(1)

Notwithstanding any agreement to the contrary, a receiver shall be personally liable 130
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(a) for any contract entered into by the receiver in the exercise of any of the receiver’s powers,
but not the grantor’s debts; and
(b) for wages, salary and allowances including sickness and holiday allowances but not payments
in lieu of notice that are incurred (i)

during the receivership;

(ii)

under a contract of employment adopted by the receiver; and

(iii) in respect of services rendered after the adoption of the contract.
(2)

For the purposes of subsection (1) (b) (ii), a contract of employment shall automatically
lapse on commencement of the receivership.

(3)

Where (a) a grantor continues to use, possess or occupy property under an agreement subsisting at the
commencement of the receivership; and
(b) legal title to the property is not vested in the grantor,
a receiver is personally liable, to the extent specified in subsection (4) for rent and any other
payments due under the agreement.

(4)

A receiver’s liability under subsection (3) is limited to that portion of the rent or other payments
which accrue within seven days after the commencement of the receivership and ending on (a) the termination of the receivership; or
(b) the date on which the grantor ceases to use, possess or occupy the land,
whichever is the earlier, but the court may further limit or excuse the liability of the receiver

(5)

Nothing in subsections (3) or (4) shall(a) be taken as an adoption by a receiver of any agreement referred to in subsection (3) ; or
(b) render a receiver liable to perform any other obligation under the agreement.

194.

Receiver’s right to indemnity.
(1)

A receiver is entitled to an indemnity out of the property under receivership in respect of (a) any personal liability incurred under section 193 (liabilities of receiver); and
(b) any remuneration and expenses which are reasonably incurred.

(2)

Nothing in this section shall (a) limit any other right of indemnity to which a receiver may be entitled;
(b) limit a receiver’s liability on any contract entered into without authority;
(c) confer on a receiver any right to an indemnity in respect of liability on any contract entered
into without authority; or
(d) confer on a receiver any right to indemnity in respect of breach of duty or negligence.

195.

Relief from liability for receiver.
(1)

Court may relieve a receiver from all or any personal liability incurred in the course of the
receivership if satisfied that -
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(a)
or

the liability was incurred solely by reason of a defect in the appointment of the receiver;

(b) the receiver acted honestly and reasonably and ought, in the circumstances, fairly to
be excused.
(2)
196.

In exercising the powers conferred under this section, the court may give such directions
and impose such terms and conditions and apportion any liability as it sees fit.

Receiver’s preliminary report.
(1)

Subject to the appointing document, a receiver shall, within forty working days of appointment
prepare and send to the persons listed in section 198(2) (general provisions on reports), a
preliminary report on the state of affairs of the property in receivership including (a) the particulars of the property under receivership;
(b) the particulars of the debts to be satisfied from the property under receivership;
(c) the names and addresses of all known creditors with an interest in the property under
receivership;
(d) the names and addresses of all known creditors of any associated company or other business
organisation or person;
(e) the particulars of any charge over the property under receivership held by any creditor,
including the date on which it was created ;
(f)

particulars of any default by the grantor in making available any relevant information; and

(g) such other information as the receiver may deem necessary.
(2)

The preliminary report shall include a description of (a) the events within the receiver’s knowledge leading up to the appointment of the receiver;
(b) the disposal or proposed disposal of the property under receivership;
(c) any associated company or business carried on or proposed to be carried on;
(d) any amounts owing, at the date of appointment, to any person in whose interests the receiver
was appointed;
(e) any amounts owing, at the date of appointment, to the creditors of the grantor with preferential
claims;
(f)

any amounts likely to be available for payment to creditors other than those referred to in
paragraphs (d) and (e) ; and

(g) where the grantor is a company, any circumstances which the receiver is aware of and
which reveal that -

197.

(i)

the company, a past or present director, secretary or shareholder may have been
guilty of an offence; or

(ii)

a person who has taken part in the formation, promotion, administration, management
or liquidation of the company may have misapplied or retained or may have become
liable or accountable for money or property of the company; or may have been guilty
of negligence, default, breach of duty or breach of trust in relation to the company.

Receiver’s other reports.
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A receiver shall, within twenty working days after (a) the end of every six months during the receivership; and
(b) the termination of the receivership,
prepare and send to the persons listed in section 198(2) (general provisions on reports) a
further report with particular reference where relevant, to the matters required in the
preliminary report, summarising the status of the property under receivership at the specified
dates and the conduct of the receivership, including all amounts received and paid during
the period to which the report relates.
198.

General provisions on reports.
(1)

A receiver may omit from any report required under section 196 (receiver’s preliminary
report) or section 197 (receiver’s other reports), any matter which, if included, would
materially prejudice the exercise of the receiver’s functions; but the fact of the omission shall
be stated in the report.

(2)

A receiver shall send a copy of the report to (a) the grantor;
(b) all persons in whose interests the receiver is appointed;
(c) where the receiver was appointed by the court, to the court; and
(d) the official receiver,
within five working days of its preparation.

(3)

Within ten working days after receipt of a written request for a copy of any report prepared
under this section from (a) a creditor, director or surety of the grantor;
(b) any other person with an interest in any of the property under receivership; or
(c) the authorised agent of any of the persons named in (a) and (b);
the receiver shall send the copy of the report to the person requesting for it, upon payment
of a reasonable fee for making and sending the copy, to the Receiver.

(4)
199.

A receiver shall permit a person entitled to receive a copy of any report prepared under this
section to inspect the report at the receiver’s office during regular business hours.

Priorities for application of proceeds of receivership.
(1)
Where (a) the grantor is not a company in liquidation or an individual who is an undischarged bankrupt;
and
(b) the property under receivership includes property which is subject to a security interest; and
became subject to that security interest by reason of its application to certain existing property
of the grantor and those of its future assets which were after-acquired property or proceeds,
the receiver shall apply the property subject to the security interest at the date of the
appointment of the receiver first, in respect of the receiver’s indemnity in full under section
194 (receiver’s right to indemnity) , to the extent that full payment cannot be made out of
other property forming part of the property in receivership; and
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200.

(2)

Any claim specified in section 13 (4), (5) and (6) (preferential debts), to the extent and in
order of priority specified in those subsections shall be paid next, before paying any claim of
the secured creditor; and for the purpose of this paragraph, the expressions “proceeds” and
“security interest” have the same meanings as in the Chattels Securities Act(Bill), [ ].

(3)

In the application of section 13 (preferential debts) in accordance with subsection (1), all
references to liquidation or bankruptcy shall include receivership.

(4)

Payments made under this section may be recouped as an unsecured debt.

Vacancy in office of receiver.
(1)

The office of receiver becomes vacant where the person holding office is removed from
office under section 203(4) (enforcement of receiver’s duties) or section 214 (prohibition
order) or resigns, dies or becomes unqualified under section 209 (persons qualified to act
as an insolvency practitioner)3.

(2)

A receiver may resign by giving not less than five working days notice in writing of his or her
intention to do so to (a) the appointer; or
(b) where the receiver was appointed in the interests of any person other than the appointer, to
that person.

201.

(3)

Where the office of receiver becomes vacant, another person shall be appointed as receiver
in the same manner as the original appointment provided that the official receiver shall act as
a provisional receiver until a receiver is appointed.

(4)

A person vacating the office of receiver shall be compelled to give such information and
assistance in the conduct of the receivership as that person’s successor reasonably requires.

(5)

Any person who unreasonably refuses to give information and assistance required for the
conduct of the receivership commits an offence.

Powers of receiver on liquidation or bankruptcy.
(1)

Subject to subsection (2), a receiver may be appointed or continue to act as a receiver and
exercise all the powers of a receiver in respect of any property of(a) a company which has been put into liquidation; or
(b) an individual in respect of whom a bankruptcy order has been made;
unless the court orders otherwise.

(2)

A receiver holding office in respect of any property referred to in subsection (1) may act as
the agent of the grantor only (a) with the approval of the court; or
(b) with the written consent of the liquidator or trustee.

(3)

202.

A debt or liability incurred by a grantor through the acts of a receiver acting as the agent of
the grantor in accordance with subsection (2) shall not be deemed to be a cost, charge or
expense of the liquidation or the administration of the bankrupt’s estate.

Court supervision of receiver
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(1)

On the application of a receiver, court may give directions on any matter concerning the
functions of the receive

(2)

Either during or after a receivership, on the application of (a) the receiver;
(b) a creditor of the grantor; or
(c) a liquidator, provisional liquidator, administrator or Provisional administrator or trustee of
the grantor,
court may (i)

in respect of any period, review or fix the remuneration of the receiver at a level
which is reasonable in the circumstances and to the extent that the amount of
remuneration retained by the receiver is found by the court to be unreasonable in the
circumstance, order the receiver to refund the amount;

(ii)

determine whether the receiver was validly appointed; or

(iii) determine whether the receiver validly assumed control of any property.

203.

(3)

Subject to subsection (4), a receiver who during the exercise of his or her powers, acted in
accordance with a direction of the court, shall be entitled to rely on this as a defence for any
claim in respect of the exercise of the powers.

(4)

The court may order that, by reason of the circumstances in which a direction is obtained,
the receiver shall not have the protection given by subsection (3).

Enforcement of receiver’s duties.
(1)

An application for an order under this section may be made to court by (a) a receiver;
(b) a creditor of the grantor; or
(c) a liquidator, provisional liquidator, administrator or provisional administrator or trustee in
bankruptcy of the grantor.

(2)

Unless ordered by court, a copy of any application made under this section shall be served
on the receiver not less than five working days before the hearing of the application and the
receiver may appear and be heard at the hearing.

(3)

Where a receiver fails to comply with the court order, the court may, on such terms and
conditions as it sees fit (a) relieve the receiver of the duty to comply, in whole or in part;
(b) without prejudice to any other remedy which may be available in respect of any breach of
duty by the receiver, order the receiver to comply to the extent specified in the order; or
(c) remove the receiver from office.

(4)

Where a receiver is removed from office under subsection (4) (c), court may make an
appropriate order for the preservation of the grantor’s property, including an order requiring
the removed receiver to make available any documents and other information necessary for
that purpose.

(5)

All proceedings relating to any application for an order under this section shall be served on
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the official receiver who shall keep a copy of the proceedings on a public file indexed by
reference to the name of the receiver concerned.
(6)

In this section, “failure to comply” means a failure of a receiver to comply with a duty arising
under (a) the appointing document;
(b) this Act or any other law; or
(c) any order or direction of the court other than an order to comply made under this section,

204.

Termination of receivership by court.
(1)

An application for the termination of a receivership may be made to the court by a liquidator,
administrator or provisional administrator, provisional liquidator or a trustee in bankruptcy
of the grantor.

(2)

Subject to subsection (3) the court may make an order, on such terms and conditions as it
sees fit that (a) the receiver shall cease to act as receiver from a specified date, and
(b) no other receiver shall be appointed in respect of the property under receivership,
and order that a copy of the order be delivered to the Official Receiver.

(3)

The court may make an order under subsection (2) if it is satisfied that the purpose of the
receivership has been fulfilled or that the circumstances no longer justify the continuation of
the receivership.

(4)

Except as otherwise ordered by the court, a copy of any application made under this section
shall be served on the receiver not less than five working days before the hearing of the
application and the receiver may appear and be heard at the hearing.

PART VIII - OFFICIAL RECEIVER AND REGULATION OF INSOLVENCY
PRACTITIONERS.
205.

Appointment of official receiver.
The official receiver shall be appointed by the Minister to perform the functions of Official Receiver
under this Act.

206.

Powers and functions of the official receiver.
The official receiver shall (1)

investigate the directors, shareholders, contributories and all present and past officers of an
insolvent company;

(2)

investigate the promotion, formation, failure and conduct of business of an insolvent company;

(3)

prosecute any person for offences committed under this Act or discovered to have a case to
answer as a result of investigations carried out;

(4)

investigate the conduct of insolvency practitioners and to prosecute them for any crimes
committed;
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207.

(5)

act during a vacancy in the office of an insolvency practitioner; and

(6)

take all necessary steps and actions deemed fit by the Official Receiver to fulfill the provisions
of this Act.

Official receiver’s seal
The official receiver shall have an official seal.

208.

Meaning of “act as insolvency practitioner”
(1)
A person acts as an insolvency practitioner by acting as (a) a receiver;
(b) a provisional administrator;
(c) an administrator;
(d) a provisional liquidator;
(e) a liquidator;
(f)

a proposed supervisor of a voluntary arrangement;

(g) a supervisor of a voluntary arrangement; or
(h) a trustee in bankruptcy;
(2)
209.

Nothing in sections 208 to section 216 applies to anything done by the Official Receiver.

Persons qualified to act as insolvency practioner.
(1)

A person is not qualified to be appointed or act as an insolvency practitioner unless (a) he or she is a member of a prescribed professional body or has such other qualification as
is prescribed; and
(b) there is in force at the relevant time, security or professional indemnity for the proper
performance of his or her duties in accordance with the prescribed requirements.

(2)

The following persons are not qualified to be appointed or act as insolvency practitioner (a) a person less than 25 years old;
(b) a corporate body;
(c) an undischarged bankrupt;
(d) a person declared by a court of competent jurisdiction to be of unsound mind;
(e) a person who is the subject of a prohibition order under section 214 (prohibition order);
(f)

a person who is the subject of a disqualification under the Companies Act for fraudulent
trading or who is disqualified from holding an office under the Companies Act;

(g) any person who has been convicted in the preceding five years of (i)

an offence under this Act; or

(ii) a crime involving dishonesty or moral turpitude;
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(h) a person disqualified from acting as liquidator, provisional liquidator, administrator or
provisional administrator under sections 211 or receiver under 212 or trustee or supervisor
under 213; or
(i)
210.

211.

a person subject to disciplinary proceedings or punishment under any law.

Acting without qualification.
(1)

A person who acts in contravention of section 209 (persons qualified to act as insolvency
practitioner) is guilty of an offence under section 261(offences) and in addition is liable to a
civil penalty of twice any receipts taken as a result of acting illegally as an insolvency
practitioner.

(2)

The actions of a person who is not qualified to act as an insolvency practitioner contrary to
section 209, shall be valid unless the court orders otherwise.

(3)

Any civil penalty recovered by the official receiver shall be paid to the affected estate.

Persons disqualified from acting as liquidators, provisional liquidators, admnistrators or
provisional admnistrators.
The following persons may not be appointed or act as liquidators, provisional liquidators, provisional
administrators or administrators -

212.

(1)

a creditor of the company in liquidation or under administration or of an associated company;
or

(2)

a person who has, within the previous two years been a shareholder, director, auditor or
receiver of the company in liquidation or under liquidation or of any associated company.

Persons disqualified from acting as receiver.
The following persons may not be appointed or act as receiver -

213.

(1)

a chargee of the property under receivership;

(2)

a person who has, within the two years immediately preceding the commencement of the
receivership, been a shareholder, director or auditor of any chargee of the property in
receivership; or

(3)

a person who is disqualified from acting as a receiver by the appointing document.

Persons disqualified from acting as trustee or supervisor.
A creditor of an individual may not be appointed or act as a supervisor of an individual’s arrangement
or as trustee of his or her estate.

214.

Prohibtion order.
(1)

Where it is shown to the satisfaction of a court that a person is unfit to act as insolvency
practitioner by reason of (a) persistent failure to comply;
(b) the seriousness of a failure to comply; or
(c) any other sufficient cause,
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the court shall make a prohibition order with a duration of not more than five years or as the
court thinks fit.
(2)

A person in respect of whom a prohibition order is made shall with immediate effect cease
to act as an insolvency practitioner and shall be deemed to have been removed from office
for the duration of the prohibition order.

(3)

Where there is evidence that on two or more occasions within the preceding five years,
while a person was acting as insolvency practitioner, (a) a court has made an order to comply, in respect of that person; or
(b) an application for an order to comply has been made in respect of that person,
and that in each case the person has failed to comply after the application has been made
and before the hearing, in absence of any special reasons to the contrary, this shall be
evidence of persistent failure to comply within the meaning of this section.

(4)

All proceedings relating to any application for an order under this section shall be served on
the official receiver and registrar of the prescribed professional body who shall keep a copy
of the proceedings on a public file indexed by reference to the name of the insolvency
practitioner concerned.

(5)

In this section “failure to comply” means a failure of a receiver to comply with a duty arising
under
(a) the appointing document;
(b) this Act or any other law; or
(c) any order or direction of the court other than an order to comply made under this section.
Other provisions regarding insolvency practitioners.

215.

Appointment of two or more insolvency practitioners.
Where two or more insolvency practitioners are appointed, they may act jointly and severally to the
extent that they share the same powers unless expressly provided to the contrary in the appointing
document.

216.

Qualified privilege.
An insolvency practitioner has qualified privilege in any proceedings for defamation in respect of any
matter included in any report or other document prepared under this Act.
PART IX- CROSS-BORDER INSOLVENCY.

SECTION A
Provisions for reciprocity with other states.
217.

Declaration of reciprociting territories and courts.

Where the Minister is satisfied that the Parliament of any state, has enacted provisions for reciprocity in
bankruptcy which have the same effect as this Part of the Act, the Minister may by Statutory Instrument
declare the state to be a reciprocating state and the court with jurisdiction in bankruptcy to be a
reciprocating court for purposes of this Act, from the date of publication of the Statutory Instrument
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in the Gazette.

218.

(1)

This Part of the Act shall apply to all bankruptcy proceedings instituted in the reciprocating
state against a debtor with property in Uganda, after the publication of the Statutory
Instrument in the Gazette.

(2)

In all other cases, Uganda shall enter into reciprocal agreements, treaties or arrangements
for cross-border insolvency, using the terms of that agreement, treaty or arrangement and
the provisions of this Part of the Act, with the necessary modifications, consistent with the
subsisting agreement, treaty or arrangement to which the insolvency cases shall be subject.

Effect of order etc, of reciprocating against property owner in Uganda.
Where a receiving order, order of adjudication or any appointment of a special manager or interim
receiver, has been made in any reciprocating territory in bankruptcy proceedings against a debtor
with property in Uganda, such order or appointment shall, subject to the other provisions of this Part
of the Act, have the same effect as if it had been made in bankruptcy proceedings against the debtor
in Uganda and the debtor and his or her creditors shall be deemed to be in the same position, with the
same rights and privileges and subject to the same disqualifications, restrictions, obligations and liabilities
in every respect as if the order or appointment had been made under this Act.

219.

Vesting of bankrupt’s local property in trustee appointed in reciprocating territory.
Where an order of adjudication is made by a reciprocating court, the property of the bankrupt
situated in Uganda shall, by virtue of the order, vest in the trustee of the property of the bankrupt in the
reciprocating state, in the same manner as if the order of adjudication and the appointment of trustee
had been made in Uganda and the superintendence of the trustee shall continue to be exercised by the
committee of inspection appointed in the reciprocating state or, if there be no such committee, by the
reciprocating court.

220.

Local powers of official receiver etc, appointed in a reciprocating territory.
The Official Receiver, interim receiver, special manager or trustee of a reciprocating state officiating in
bankruptcy proceedings against a debtor with property in Uganda shall, subject to the control of the
court by which he or she is proceeding, during the management of the affairs of the debtor or bankrupt
within Uganda, have the same powers, rights, duties, obligations and liabilities as if he or she derived
the authority under this Act.
(1)

221.

During the insolvency proceedings, under this Act, a creditor, debtor or other interested person
shall do any act required by an Official Receiver, interim receiver, special manager or trustee of
a reciprocating state or shall be permitted by this Act to move in any matter in the proceedings
and in l such matters, to treat and negotiate with or proceed against the official receiver, interim
receiver, special manager or trustee of the reciprocating state, except where the special manager
or trustee of the reciprocating state, may have delegated his or her authority to the Official
Receiver of Uganda as his or her agent in the manner provided.

Local official receiver to act as agent.
An official receiver, interim receiver, special manager or trustee of a reciprocating state, officiating in
bankruptcy proceedings against a debtor with property in Uganda, may require the official receiver of
Uganda to act as his or her agent, in regard to a specific matter or generally, to take all steps as may
be lawful under this Act for the discovery, seizure, protection, disclaimer or realisation of any property of the bankrupt situated within Uganda and in such event it shall be the duty of the official receiver
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of Uganda to act accordingly.
222.

Mode of requesting official receiver to act as agent for local debts.
(1)

Every request to act as agent under section 221 shall be made in the manner prescribed
under this Act and shall be published as a notice in the Gazette and upon publication in the
Gazette and without further formality or authority over the property and creditors situated
in Uganda and for the purposes for which he or she is authorised, have the same rights
powers and duties as are conferred under the provisions of this Act upon an official receiver,
interim receiver, special manager or trustee as the case may be.

(2)

The rights, powers and duties conferred under section 221 shall not include interest or title
in property except as an agent.

(3)

On the receipt of the request, the official receiver shall file with the High Court the original or
a properly authenticated copy of the request and court shall take judicial notice of the
appointment as agent under the provisions of this Part of the Act.

(4)

Notwithstanding the provisions of subsection (1), the court may, in any case in which it
appears to the court that immediate action is desirable, give the official receiver leave to
commence discharging his or her duties as agent in a manner applicable to the circumstances,
before the publication of the request, if upon the receipt of telegraphic or other information
the court is satisfied that (a) bankruptcy proceedings have been instituted in a reciprocating state against a debtor with
property in Uganda;
(b) the prescribed request for the official receiver to act has been signed and dispatched; and
(c) the official receiver has been indemnified against all costs, charges and expenses to be
incurred by him.

223.

(5)

The provisional authority conferred on an official receiver by the court under subsection (3)
of this section may be revoked unless the request is filed under subsection (2) within such
time as may in the circumstances be reasonable.

(6)

Unless the contrary intention appears, a request to act as agent sent to the official receiver of
Uganda shall be deemed to permit him or her to delegate at discretion the powers and duties
vested in him or her as such agent to any assistant official receiver appointed under the law.

Duties of the official receiver acting as agent.
It shall be the duty of the official receiver of Uganda to remit the proceeds of the realisation of the
property of the bankrupt and all other money of the estate coming into his or her hands as an agent to
the person for whom he or she is acting, after deducting the expenses that may have been properly
incurred by him or her and the accordance with the law of the reciprocating state in which the adjudication order was made.

224.

Transmission of proof of local debts.
Where a receiving order or an order of adjudication has been made in a reciprocating State and the
official receiver of Uganda is acting as an agent, proofs of debts contracted by the debtor in Uganda
may be filed with the local official receiver in the form prescribed by the law of the reciprocating state
and in such cases it shall be his or her duty to receive, deal with and forward in the manner prescribed
by the rules made under this Part proofs to the official receiver or trustee as the case may be, of the
reciprocating state.
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225.

Power of local courts to make orders.
On the application of the official receiver, any creditor or other interested person, if it appears to court
that bankruptcy proceedings have been instituted in a reciprocating court against a debtor with property
situated in Uganda, the court may, where no proceedings have been instituted in Uganda, regarding
the person, property and affairs of the debtor, exercise all the powers to stay the pending proceedings
and to grant any other necessary interim relief or to arrest the debtor or seize any documents, records,
money or goods or the debtor.

226.

Local enforcement of warrant of reciprocating court.
Any order, warrant or search warrant made or issued by a reciprocating court shall be enforced by
the court in Uganda in the same manner, in all aspects as if the order, warrant or search warrant had
been made or issued in Uganda.

227.

Limitations on the of the local courts.
Subject to the other provisions of this section, a reciprocating court shall have sole jurisdiction in all
manners in or arising out of any bankruptcy proceedings taken before the court against a debtor with
property in Uganda and no court in Uganda shall entertain any suit, application or other matter arising
in or out of such proceedings except -

228.

(a)

upon institution of any proceedings by or against the official receiver of Uganda in respect of
any matters within the scope of his or her authority in the capacity of agent;

(b)

in the case of any civil suit or proceedings within the ordinary civil jurisdiction of the court by
or against the official receiver, interim receiver, trustee or special manager appointed in a
reciprocating territory;

(c)

upon the institution of any proceedings affecting the property of the debtor or bankrupt,
situated in Uganda;

(d)

upon the receipt of a request to act in aid of or be auxiliary to the reciprocating court;

(e)

for the public examination of the debtor in regard only to his or her property situated within
Uganda or his or her dealings with any person ordinarily resident or carrying on business in
Uganda

(f)

which shall not be held until the public examination before the reciprocating court has been
concluded or adjourned sine dine;

(g)

for the exercise of powers under this Part in relation only to bankruptcy offences alleged to
have been committed within Uganda;

(h)

upon the institution of any proceedings for or arising out of the enforcement or execution of
any order, warrant or search warrant made or issued by a reciprocating court; or

(i)

upon an application for the exercise of the powers conferred on the court by sections
47,48, 59 and 138 of this Act.

Concurrent bankruptcy proceedings.
(1)

Where concurrent bankruptcy proceedings are instituted in Uganda and under subsections
(1) and (3) and the property of the debtor or bankrupt situated in Uganda vests in or is
administered by a trustee or receiver in a reciprocating State, the court shall rescind its
receiving order and annual its order of adjudication if made or dismiss the petition upon
such terms as the court may think fit, except that the rescission of a receiving order or an
annulment of adjudication under this subsection shall not invalidate any acts lawfully done
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by the receiver or trustee of Uganda or any other person lawfully acting under the authority
of either of them.

229.

(2)

Notwithstanding the other provisions of this section, where concurrent bankruptcy
proceedings have been instituted in Uganda the court may, after inquiry and reference to the
reciprocating courts as it deems fit, order that the property of the debtor situated in Uganda
vests in or be administered by a trustee or receiver in Uganda or in some reciprocating State
and that from the situation of the property of the debtor or bankrupt or other causes, his or
her estate and effects may be more conveniently administered, managed and distributed in
Uganda or in another reciprocating state.

(3)

The court shall not make an order under subsection (2) unless it appears that a similar order
has been made by the reciprocating court of the state and according to the law of which the
property of the debtor would have been administered under the provisions of subsection
(4), if the order was not made.

(4)

In this section “ concurrent bankruptcy proceedings” means bankrupcy or insolvency in
two or more reciprocating States, one of which may or may not be Uganda; where concurrent
bankruptcy proceedings have been instituted affecting property in Uganda which shall vest
in the trustee appointed in the State where the first order of adjudication is made; or where
two or more adjudication orders bear the same date or if for any reason no such adjudication
order is made then the property shall vest in or be administered by the trustee or receiver of
the State where the first receiving order is made.

Power of the official recievers etc, of Uganda to require receiver in reciprocating territory.
Where –
(a)

a receiving order or an order of adjudication is made in Uganda against a debtor or
bankrupt with property situated in a reciprocating State and

(b)

the property of the debtor or bankrupt is administered by or vested in the official
receiver or a trustee appointed in Uganda,

the official receiver, trustee, interim receiver or special manager appointed under this Act shall take all
such steps as may be lawful in a reciprocating state for the proper administration of any property of
the debtor or bankrupt situated in that state.
(1)

The official receiver or trustee appointed in Uganda shall have the discretion and authority
to request in the prescribed manner any bankruptcy official in the reciprocating state,
empowered to act as his or her agent, generally or for any specific notices and to do all such
things in the reciprocating territory as may be lawful for the administration of the estate and
unless the contrary intention is expressed, every request sent to a bankruptcy official in a
reciprocating state requiring him or her to act as an agent as aforesaid shall contain a consent
that he or she may assign the powers and duties vested in him or her as such agent to his
deputy or any officer ordinarily authorised to act for him in the reciprocating state.

(2)

If during the proceedings under this section, the official receiver, interim receiver, special
manager or trustee dispatch to a reciprocating State a request to a bankruptcy official to act
as his or her agent, the court may, on the application of the official receiver, interim receiver,
special manager or trustee and on an undertaking to indemnify against costs and charges
being given, request the reciprocating court by electronic mail or other visual communication
to authorise a bankruptcy official to act as agent until the prescribed request arrives by
ordinary post or mail delivery.
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230.

Power to make special rules under this Part.
The Chief Justice, with the approval of the Minister, may make rules for giving effect to the objects of
this Part of the Act.
(1)

The Chief Justice shall have power to make rules –
(a) extending or varying the time limited under this Act; or
(b) extending or varying any rules made under this Act for the performance of any act or taking
of any proceeding, where the limitation of time affects a person ordinarily resident or carrying
on business in a reciprocating state against a debtor with property in the reciprocating
territory.

(2)

No rules made under the powers conferred by this subsection shall come into force until
the Chief Justice by statutory instrument declares that the reciprocating states have made
similar rules.

(3)

Notwithstanding subsection (1), the court may exercise its general powers of extension of
time under this Act, in favour of a person ordinarily residing or carrying on business in a
reciprocating State who has an interest in bankruptcy proceedings instituted in Uganda
against a debtor with property in the reciprocating State.
SECTION B.
General provisions.

231.

Interpretation for Part IX.
(1)

In this Part -

“establishment” means any place of operations where the debtor carries out a permanent economic activity;
“foreign proceeding” means a collective judicial or administrative proceeding in a foreign State and
includes an interim proceeding, under the law of insolvency, where the assets and affairs of the debtor
are subject to control or supervision by a foreign court, for the purpose of reorganisation or liquidation;
“foreign main proceeding” means a foreign proceeding taking place in the State where the debtor has
the centre of its main interests;
“foreign non-main proceeding” means of a foreign proceeding other than a foreign main proceeding,
taking place in a State where the debtor has an establishment;
“foreign representative” means a person or body, including one appointed on an interim basis, authorised
in a foreign proceeding to administer the reorganisation or the liquidation of the debtor’s assets or
affairs or to act as a representative of the foreign proceeding;
“foreign court” means a judicial or other authority competent to control or supervise a foreign proceeding;
“proceedings in this Part of the Act” means liquidation or bankruptcy proceedings.
(2)
In the interpretation of this Part, regard is to be had to its international origin and the need to
promote uniformity in its application and the observance of good faith.
232.

Application of Part IX.
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This Part applies where -

233.

(a)

assistance is sought in Uganda by a foreign court or a foreign representative in connection
with a foreign proceeding;

(b)

assistance is sought in a foreign state in connection with a proceeding under this Act;

(c)

a foreign proceeding and a proceeding under this Act in respect of the same debtor are
taking place concurrently; or

(d)

creditors or other interested persons in a foreign State require the commencement of or to
participate in, a proceeding under this Act.

Conflicting international obligations .
Where any provision of this Part conflicts with an obligation of Uganda arising out of any treaty or
other form of agreement to which it is a party with one or more States, the treaty or agreement shall
prevail.

234.

Authorisation to act in a foreign State.
A liquidator or trustee is authorised to act in a foreign State in a proceeding under this Part of the Act
as permitted by the applicable foreign law.

235.

Public policy exception.
Nothing in this Part shall prevent court from refusing to take an action governed by this Part, if the
action would be manifestly contrary to the public policy of Uganda.

236.

Additional assistance under other laws.
Nothing in this Part limits the power of a court or a trustee or liquidator to provide additional assistance
to a foreign representative under the other laws of Uganda.

Access of foreign representative and creditors to the High Court.
237.

Rights of direct access.
A foreign representative shall be entitled to apply directly to the High Court.

238.

Limited jurisdiction.
An application under this Part, made to the court by a foreign representative shall not subject the
foreign representative or the foreign assets and affairs of the debtor to the jurisdiction of the courts of
Uganda for any other purpose other than the application.

239.

Application by a foreign representative to commence a proceeding under this Act.
A foreign representative shall be entitled to apply to commence a proceeding under this Act, where
the conditions for commencing the proceeding are met.

240.

Perticipation of a foreign representative in proceedings under the Act.
Upon recognition of a foreign proceeding by the High Court, the foreign representative shall be
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entitled to participate in a proceeding regarding the debtor under this Act.
241.

242.

Access of foreign creditors to a proceeding under this Act.
(1)

Subject to subsection (2), foreign creditors shall have the same rights regarding the
commencement of the participation in a proceeding under this Act, as creditors in Uganda.

(2)

Subsection (1) shall not affect the ranking of claims in a proceeding under this Act, except
that the claims of foreign creditors may not be ranked lower than non-preferential debts.

Notification to foreign creditors of a proceeding under this Act.
(1)

Notification given to creditors under this Act, shall also be given to the known creditors that
do not have addresses in Uganda and the court may order that appropriate steps are taken,
to notifying any creditor whose address is not yet known.

(2)

The notification shall be made to the foreign creditors without the requirement of any formality
and shall be made individually unless the court considers that under the circumstances,
some other form of notification is more appropriate.

(3)

When a notification of commencement of a proceeding is to be given to foreign creditors,
the notification shall (a) indicate a reasonable time period and place for filing claims;
(b) indicate if secured creditors need to file their secured claims; and
(c) contain any other information required to be included in such a notification to creditors
under this Act and the orders of the court.
Recognition of a foreign proceeding and relief.

243.

Application for recognition of foreign proceeding.
(1)

A foreign representative may apply to the court for recognition of the foreign proceeding in
which the foreign representative has been appointed.

(2)

An application for recognition shall be accompanied by (a) a certified copy of the decision commencing the foreign proceeding and appointing the
foreign representative;
(b) a certificate from the foreign court affirming the existence of the foreign proceeding and of
the appointment of the foreign representative; or
(c) in the absence of the evidence referred to in paragraphs (a) and (b) , any other evidence
acceptable to the court, of the existence of the foreign proceeding and the appointment of
the foreign representative.

244.

(3)

An application for recognition shall also be accompanied by a statement identifying all foreign
proceedings against the debtor that are known to the foreign representative.

(4)

The court may require a translation into English of documents supplied in support of the
application for recognition.

Presumptions concerning recognition
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245.

(1)

The decision or certificate referred to in section 243(2) (a) and (b), shall be deemed by
court to indicate the existence of a foreign representative and the appointment of a foreign
representative.

(2)

The court is entitled to presume that the documents submitted in support of the application
for recognition are authentic, whether or not they have been authenticated.

(3)

In the absence of proof to the contrary, the debtor’s registered office or habitual residence
in the case of an individual is presumed to be the centre of the debtor’s main interests.

Desision to recognise a foreign proceeding.
(1)

Subject to section 244, a foreign proceeding shall be recognised if (a) the application meets the requirements of section 243 (2) ; and
(b) the application has been submitted to the court.

(2)

The foreign proceeding shall be recognised (a) as a foreign main proceeding if it is taking place in the State where the debtor has the centre
of its main interests; or
(b) as a foreign non-main proceeding if the debtor has an establishment in the foreign State.

(3)

246.

The provisions of this section and sections 243 and 244 shall not prevent modification or
termination of recognition if it is shown that the grounds for granting it were fully or partially
lacking or have ceased to exist.

Subsequent information.
From the time of filing the application for recognition of the foreign proceeding, the foreign representative
shall immediately inform the court of -

247.

(a)

any substantial change in the status of the recognised proceeding or the status of the foreign
representative’s appointment; and

(b)

any other foreign proceeding regarding the same debtor that becomes known to the foreign
representative.

Relief that may be granted upon application for recognition of a foreign proceeding.
(1)

From the time of filing an application for recognition until the application is decided upon,
the court may, at the request of the foreign representative, where relief is urgently needed to
protect the assets of the debtor or the interests of the creditors, grant relief of a provisional
nature, including (a) staying execution against the debtor’s assets;
(b) entrusting the administration or realisation of all or part of the debtor’s assets located in
Uganda to the foreign representative or another person designated by the court, in order to
protect and preserve the value of the assets which are perishable, susceptible to devaluation
or otherwise in jeopardy; and
(c) any relief in section 249 (1) (c) , (d) and (g)

(2)

Unless extended under section 235(1) (f), relief granted under this section terminates when
the application for recognition is decided upon.
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(3)
248.

The court may refuse to grant relief under this section, if it would interfere with the
administration of a foreign main proceeding.

Effects of recognition of a foreign main proceeding.
(1)

Upon recognition of a foreign main proceeding (a) commencement or continuation of individual actions or individual proceedings concerning
the debtor’s assets, rights, obligations or liabilities is stayed;
(b) execution against the debtor’s assets is stayed; and
(c) the right to transfer, encumber or dispose of any assets of the debtor is suspended.

249.

(2)

The scope and the modification or termination of the stay and suspension in subsection (1)
are subject to this Act.

(3)

Subsection (1) shall not affect the right to commence individual actions or proceedings to
the extent necessary to preserve a claim against the debtor.

(4)

Subsection (1) shall not affect the right to request the commencement of a proceeding under
this Act or the right to file claims in such a proceeding.

Relif that may be granted upon recognition of foreign proceeding.
(1)

Upon recognition of a foreign proceeding, whether main or non-main, where it is necessary
to protect the assets of the debtor or the interests of the creditors, the court may, at the
request of the foreign representative, grant any appropriate relief, including (a) staying the commencement or continuation of individual actions or individual proceedings
concerning the debtor’s assets, rights, obligations or liabilities, to the extent they have not
been stayed under section 248 (1) (a) ;
(b) staying execution against the debtor’s assets to the extent it has not been stayed under
section 248 (1) (b);
(c) suspending the right to transfer, encumber or dispose of any assets of the debtor to the
extent this right has not been suspended under section 248 (1) (c);
(d) providing for the examination of witnesses, taking of evidence or delivery of information
concerning the debtor’s assets, affairs, rights, obligations or liabilities;
(e) entrusting the administration or realisation of all or part of the debtor’s assets located in
Uganda to the foreign representative or another person designated by the court;
(f)

extending relief granted under section 247(1); and

(g) granting any additional relief that may be available to a trustee or liquidator under the laws of
Uganda.
(2)

Upon recognition of a foreign proceeding, whether main or non-main, the court may, at the
request of the foreign representative, entrust the distribution of all or part of the debtor’s
assets located in Uganda to the foreign representative or any other person designated by
the court, provided that the court is satisfied that the interests of the creditors in Uganda are
adequately protected.

(3)

In granting relief to a representative of a foreign non-main proceeding, under this section,
the court shall be satisfied that the relief relates to assets that under the law of Uganda
should be administered in the foreign non-main proceedings or concerns information required
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in that proceeding.
250.

Protection of creditors and other interested persons.

(1)

In granting or denying relief, under sections 247 and 249 or in modifying or terminating relief under
subsection (3), the court shall be satisfied that the interests of the creditors and other interested
persons, including the debtor are adequately protected.

251.

252.

(2)

The court may subject the relief granted under section 247 or 249 to conditions it considers
appropriate.

(3)

The court may, on the request of the foreign representative or a person affected by the relief
granted under section 247 or 249 or at its own motion, modify or terminate the relief.

Actions to avoid acts detrimental to creditors.
(1)

Upon recognition of a foreign proceeding, the foreign representative shall have standing to
initiate any legal action to set aside a disposition that is available to a trustee or liquidator
under this Act.

(2)

Where the foreign proceeding is a foreign non-main proceeding, the court shall be satisfied
that the action relates to assets which should be administered in the foreign non-main
proceeding under this Act.

Intervention by a foreign representative in proceedings in Uganda.
Upon recognition of a foreign proceeding, the foreign representative may, provided the requirements
of the law of Uganda are met, intervene in any proceedings in which the debtor is a party.
Cooperation with foreign courts and foreign representative.

253.

Cooperation and direct communication between courts of Uganda and foreign courts
and foreign representatives.
(1)
A court shall cooperate to the maximum extent possible with foreign courts or foreign
representatives, either directly or through a trustee or liquidator, in applications for recognition
of foreign proceedings in section 243.
(2)

254.

255.

The court is entitled to communicate directly with or to request information or assistance
directly from foreign courts or foreign representatives.

Cooperation and direct communication between the trustee or liquidator and foreign
courts and foreign representatives.
(1)

A trustee or liquidator shall, in the exercise of his or her functions and subject to the supervision
of the court, cooperate to the maximum extent possible with foreign courts or foreign
representatives, in applications for recognition of foreign proceedings in section 243.

(2)

The trustee or liquidator is entitled, in the exercise of his or her functions and subject to the
supervision of the court, to communicate directly with foreign courts or foreign representatives.

Forms of co-operation.
Cooperation referred to in sections 253 and 254 may be achieved by any appropriate means, including (a)

appointment of a person or body to act at the direction of the court;
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(b)

communication of information by any means considered appropriate by the court;

(c)

co-ordination of the administration and supervision of the debtor’s assets and affairs;

(d)

approval or implementation by courts of agreements concerning the co-ordination of
proceedings; and

(e)

co-ordination of concurrent proceedings regarding the same debtor.
Concurrent proceedings.

256.

257.

Commencement of a proceeding under this Act after recognition of a foreign
main proceeding.
(1)

After recognition of a foreign main proceeding, a proceeding under this Act may be commenced
only if the debtor has assets in Uganda and the effects of that proceeding shall be restricted to the
assets of the debtor that are located in Uganda.

(2)

The effects of the proceedings may be extended to other assets which can be administered under
a foreign main proceeding under the laws of Uganda, where necessary to achieve cooperation
and coordination under sections 253, 254 and 255.

Coordination of proceeding under this Act and a foreign proceeding.
When a foreign proceeding and a proceeding under this Act regarding the same debtor are taking place
concurrently regarding the same debtor, the court shall seek cooperation and coordination under sections
253, 254 and 255 as follows (a)

where the proceeding in Uganda is taking place at the time the application for recognition of the
foreign proceeding is filed (i)

any relief granted under section 247 or 249 shall be consistent with the proceeding in Uganda; and

(ii) where the foreign proceeding is recognised in Uganda as a foreign main proceeding, section 248
shall not apply;
(b)

where the proceeding in Uganda commences after recognition or filing of the application for
recognition, of the foreign proceeding,
(i)

any relief in effect under section 247 or 249 shall be reviewed by the court and shall be modified
or terminated if inconsistent with the proceeding in Uganda; and

(ii) where the foreign proceeding is a foreign main proceeding, the stay and suspension referred to in
section 248(1) shall be modified or terminated under section 248(2) if inconsistent with the
proceeding in Uganda; and
(c)

258.

in granting, extending or modifying relief granted to a representative of a foreign non-main
proceeding, the court shall be satisfied that the relief relates to assets that, under the law of
Uganda, should be administered in the foreign non-main proceeding or concerns information
required in that proceeding.

Coordination of more than one foreign proceeding.
In an application for recognition of foreign proceeding under section 243, involving more than one foreign
proceeding regarding the same debtor, court shall seek cooperation and co-ordination under sections
253, 254 and 255, under the following conditions (a)

any relief granted under section 247 or 249 to a representative of a foreign non-main proceeding
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after recognition of a foreign main proceeding shall be consistent with the foreign main proceeding;

259.

(b)

where a foreign main proceeding is recognised after the recognition or filing of an application for
recognition of a foreign non-main proceeding, any relief in effect under section 247 or 249 shall
be reviewed by the court and shall be modified or terminated if inconsistent with the foreign main
proceeding; and

(c)

where, after recognition of a foreign non-main proceeding, another foreign non-main proceeding
is recognised, the courts shall grant, modify or terminate relief for the purpose of facilitating coordination of the proceedings.

Presumption of insolvecy based on recognition of a foreign main proceeding.
In the absence of evidence to the contrary, recognition of a foreign main proceeding is, for the purpose
of commencing a proceeding under this Act, proof that the debtor is unable to pay his or her debts.

260.

Rule of payment in concurrent proceedings.
A creditor who receives part-payment in respect of a claim in a proceeding under a law relating to
insolvency in a foreign State may not receive a payment for the same claim in a proceeding under this
Act regarding the same debtor, where the payment to the other creditors of the same class is
proportionately less than the payment the creditor has already received, except for secured claims or
rights in rem.

PART X- GENERAL PROVISIONS.
261.

Offences.
Any person who commits an offence under this Act or a statutory instrument made under this Act, for
which no other penalty is specifically provided, is on conviction liable, to a fine of not less than twenty
currency points or imprisonment of not less than three months and shall, in addition, pay a default fine.

262.

Formal defects.
The acts of (a)

an insolvency practitioner;

(b)

the official receiver;

(c)

a creditors’ committee;

d)

a committee of inspection,

shall be valid notwithstanding any defect in the appointment to office, election or qualifications of the
person or any member of the committee as the case may be.
263.

Public notices.
A person required to give public notice of any matter shall do so by inserting notice of the matter -

264.

(a)

in at least one issue of the Gazette; or

(b)

in at least two issues of a national newspaper of wide circulation in Uganda, including a
newspaper in the official language.

Avoidance of disposition of property etc, after commencement of liquidation.
In a liquidation by the court, any disposition of the property of the company, including things in action
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and any transfer of shares or alteration in the status of the members of the company, made after the
commencement of the liquidation shall unless the court otherwise orders, be void.
265.

Avoidance of attachments etc.
Where any company is in the process of being wound up by the court, any attachment, distress or
execution put in force against the estate or effects of the company after the commencement of the
winding up, shall be void.

266.

Regulations.
(1)

The Minister may, by statutory instrument, make regulations for the better carrying into
effect of the purposes of this Act.

(2)

Without prejudice to the general effect of subsection (1), regulations made under this section
may (a) prescribe the procedure to be followed by courts in respect of proceedings under this Act;
and
(b) fix fees to be paid for court proceedings under this Act.

267.

268.

Jurisdiction.
(1)
The High Court shall have jurisdiction over all matters concerning companies under this Act.
(2)

In exercising its jurisdiction under Part IX of the Act, the High Court, shall have the absolute
discretion to make the necessary orders for cross border insolvency proceedings.

(3)

The jurisdiction of the courts for matters against individuals shall depend upon the value of
the subject matter.

Amendment to schedules.
The Minister may, with the approval of Parliament, by statutory instrument, amend the Schedules to
this Act.

269.

Amendment.
The Companies Act is amended by repealing Parts VI, VII and IX of the Act.

270.

Repeal.
The following enactments are repealed -

271.

(a)

The Bankruptcy Act , Cap. 71; and

(b)

The Deeds of Arrangement Act, Cap. 72.

Transitional provision.
Where any case, relating to receivership, liquidation or bankruptcy, was pending before the High
Court prior to the coming into force of this Act, that case shall continue to be heard by the High Court
until completion.

272.

Saving provisions
The rules of equity and common law applicable to company insolvency and liquidation, the insolvency
and bankruptcy of individuals and receivership shall continue in force except as they are inconsistent
with the provisions of this Act.
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SCHEDULES.
FIRST SCHEDULE.
PROCEEDINGS AT MEETINGS OF CREDITORS.
1.

2.

A meeting of creditors may be held (a)

by assembling together those creditors entitled to take part and who choose to attend at the
place, date and time appointed for the meeting; or

(b)

by means of audio or audio and visual communication by which all creditors participating
can simultaneously hear each other throughout the meeting; or

(c)

by conducting a postal ballot in accordance with clause 5 of those creditors entitled to take
part.

(1)

Written notice of (a) the time and place of every meeting to be held under paragraph 1(a); or
(b) the time and method of communication for every meeting to be held under paragraph 1 (b);
and
(c) the time and address for the return of voting papers for every meeting to be held under
paragraph 1(a) or (b) or (c) shall be given to every creditor entitled to attend the meeting
and to any liquidator not less than ten working days before the meeting.

(2)

The notice shall:
(a) state the nature of the business to be transacted at the meeting in sufficient detail to enable a
creditor form a reasoned judgement of the business; and
(b) set out the text of any resolution to be submitted to the meeting;
(c) include a voting paper in respect of each resolution and voting and mailing instructions

3.

4.

(3)

Any irregularity in a notice for a meeting shall not invalidate anything done by that meeting if not
material or where all the creditors entitled to attend and vote at the meeting attend the meeting
without protest as to the irregularity or where all creditors agree to waive the irregularity.

(4)

Where a meeting of creditors under paragraph 1(a) or (b) is adjourned for less than thirty
days, it shall not be necessary to give notice of the time and place of the adjourned meeting
other than by an announcement at the meeting which is adjourned.

(1)

If a liquidator has been appointed and is present, he or she shall chair the meeting held in
accordance with paragraph 1(a) or (b).

(2)

In any case where there is no liquidator or the liquidator is not present, the creditors
participating shall choose from amongst themselves a person to chair the meeting.

(3)

The person convening a meeting under paragraph 1(c) shall do all the necessary things that
would otherwise be done by the person chairing a meeting.

At any meeting (a)

each creditor is entitled to cast a number of votes proportionate to the value which the
amount of the debt owing to that creditor bears to the aggregate of the debts owing to all
creditors or, if there is more than one class of creditors, to the aggregate of the debts owing
to all creditors of the class to which that creditor belongs;
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5.

(b)

a resolution is adopted if it is approved by a majority of the votes cast, unless in the particular
case a greater majority is required by this Bill;

(c)

a creditor chairing the meeting does not have a casting vote.

(1)

Any creditor entitled to vote at a meeting of creditors held in accordance with paragraph
1(a) or (b) or (c) may exercise the right to vote by casting a postal vote in respect of any
matter to be decided at the meeting.

(2)

The notice of a meeting shall state the name of the person authorised to receive and count
postal votes at that meeting.

(3)

Where no person has been authorised to receive and count postal votes at a meeting or
where no person is named in the notice of the meeting as authorised, every director or if the
company is in liquidation, the liquidator is deemed to be so authorised.

(4)

A creditor may cast a postal vote on all or any of the matters to be voted on at the meeting by
sending a marked voting paper to a person authorised to receive and count postal votes in
respect of that meeting not later than twenty four hours before the start of the meeting or, if the
meeting is held under paragraph 1(c), not later than the date named for the return of the voting
paper.

(5)

It is the duty of a person authorised to receive and count postal votes in respect of a meeting(a) to collect together all postal votes received by him or her or by any other authorised person;
(b) in respect of each resolution to be voted on, to count(i)

the number of creditors voting in favour of the resolution and the number of votes cast
by each creditor in favour of the resolution; and

(ii)

the number of creditors voting against the resolution and the number of votes cast by
each creditor against the resolution;

(c) to sign a certificate(i)

that he or she has carried out the duties set out in paragraphs (a) and (b); and

(ii)

stating the results of the counts required by paragraph (b);

(d) to ensure that the certificate required by paragraph (c) is presented to the person chairing or
convening the meeting.

6.

(6)

Where a vote is taken at a meeting held under paragraph 1(a) or (b) on any resolution on
which postal votes have cast, the person chairing the meeting shall count the votes cast by
each creditor who has sent in a voting paper duly marked as for or against the resolution.

(7)

Any certificate given under paragraph (5) (c) in relation to the postal votes cast in respect of
any meeting of creditors shall be annexed to the minutes of the meeting.

(1)

The person chairing a meeting of creditors or in the case of a meeting held under paragraph
1 (c), the person convening the meeting, shall ensure that full and accurate minutes are kept
of all proceedings.

(2)

Minutes which have been signed correct by the person chairing or convening the meeting
are prima facie evidence of the proceedings.

7.

A body corporate which is a creditor may appoint a representative to attend a meeting of creditors on
its behalf

8.

Except as provided above, a meeting of creditors may regulate its own procedure.
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SECOND SCHEDULE.
LIQUIDATION OF ASSETS OF FOREIGN COMPANIES.
1. Part IV applies to the liquidation of the property in Uganda, of a foreign company, with the following
modifications and exclusions:
(a)

all references to property or assets are to be taken as references to property or assets in
Uganda;

(b)

all references to a company are to be taken as references to a foreign company;

(c)

section 104 (d) and (e) (effect of liquidation) do not apply;

(d)

section 104 (1) (b) (effect of liquidation) does not affect the tenure of directors of a foreign
company in any way, but the foreign company and its directors shall cease to have any
powers, functions or duties in respect of the company’s property in Uganda other than
those required or permitted to be exercised by Part 4;

(e)

section 121 (completion of liquidation) applies to such a liquidation, but instead of making
the statement required by paragraph (1) (c), the liquidator shall state that the company has
ceased to carry on business in Uganda and is ready to be removed from the register.

2. Nothing in this Act shall be taken to exclude the right of a creditor of a foreign company in respect of the
assets of which a liquidator has be appointed (a)

to bring any proceeding outside Uganda against the foreign company in respect of any debt
not claimed in the liquidation or any balance of a debt remaining unpaid after the completion
of a liquidation; or

(b)

to bring an action in Uganda in respect of any balance of a debt remaining unpaid after the
completion of a liquidation.
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THIRD SCHEDULE.
PROCEEDINGS AT MEETING OF COMMITTEES OF INSPECTION.
1.

The committee shall meet at such times as it, from time to time, determines and the liquidator or
trustee as the case may be or any member of the committee may also call a meeting of the committee
as and when necessary.

2.

The committee may act by a majority of its members present at a meeting, but may not act unless a
majority of the members of the committee are present.

3.

A member of the committee may resign by notice in writing signed by him or her and delivered to the
liquidator or trustee as the case may be.

4.

If a member of the committee becomes bankrupt or compounds or arranges with his or her creditors
or is absent from three consecutive meetings of the committee without the leave of those members
who together with that member represent the creditors or shareholders as the case may be, the office
of
that member shall thereupon become vacant.

5.

A member of the committee may be removed by a resolution carried at a meeting of creditors, if the
member represents creditors or of shareholders, if the member represents shareholders at a meeting
of which five working days notice has been given, stating the object of the meeting.

6.

A vacancy in the committee may be filled by the appointment by the committee of the same or another
creditor or shareholder as the case may be, (or of a person holding a general power of attorney from
or being an authorised director of a company which is a creditor or shareholder as the case may be)

7.

The continuing members of the committee, if not less than two, may act notwithstanding any vacancy
in the committee.
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FOURTH SCHEDULE
Section 2
CURRENCY POINT
One currency point is equivalent to twenty thousand Uganda shillings.
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