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Cooperative Societies Act Uganda

Uganda

Cooperative Societies Act
Chapter 112

Commenced on 15 November 1991
[This is the version of this document from 20 March 2020.]

[Note: The version of the Act as at 31 December 2000 was revised and consolidated by the Law Reform
Commission of Uganda. All subsequent amendments have been researched and applied by Laws.Africa for ULIL]

[Amended by Cooperative Societies (Amendment) Act, 2020 (Act 5 of 2020) on 20 March 2020]

[Please note: The references to numbering in the amendments to this Act are inconsistent with the numbering of the
provisions of the principal Act. We have applied the amendments to what we believe to be the correct provisions.]

An Act to amend and consolidate the law relating to the constitution and regulation of cooperative
societies and for other matters connected therewith.

Part I - Interpretation

1. Interpretation
In this Act, unless the context otherwise requires—

“agricultural produce” means the produce of farms, gardens, orchards and forests, including all dairy
produce and all products of animal husbandry, and shall be deemed to include all the products of fishes
and fishing and peasant handicrafts;

“apex society” means a registered society under this Act, the membership of which is restricted to
secondary and tertiary cooperatives societies and cooperative bank and includes a society established to
serve the cooperative movement by providing facilities for banking, insurance and the supply of goods or
services;

[definition of “apex society” amended by section 1(a) of Act 5 of 2020]
“board” means the Board of Directors of the Uganda Cooperative Alliance Ltd.;

“bonus” means a share of the surplus of a registered society divided among its members in proportion to
the volume of business done with the society by them from which the surplus of the society was derived,;

“byelaws” means the registered byelaws made by a society in the exercise of any power conferred by this
Act, and includes a registered amendment of those byelaws;

“commissioner” means the commissioner for cooperative development and includes the assistant
commissioners for cooperative development when acting for the commissioner;

[definition of “commissioner” amended by section 1(b) of Act 5 of 2020]

“committee” means the governing body of a registered society to which the management of its affairs is
entrusted and includes a board of directors;

“cooperative bank” means a bank formed to serve primarily the cooperative societies;
[definition of “cooperative bank” inserted by section 1(e) of Act 5 of 2020]
“cooperative officer” means the District Cooperative Officer as defined in the law;

[definition of “cooperative officer” inserted by section 1(e) of Act 5 of 2020]
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“cooperative union” means a registered society under this Act, the membership of which is restricted to
secondary societies and tertiary societies;

[definition of “cooperative union” amended by section 1(d) of Act 5 of 2020]

“court” in relation to a registered society means a court presided over by a chief magistrate or magistrate
grade I, and in relation to a union of two or more registered societies means the High Court;

“date of dissolution” means the date on which the registrar’s order cancelling the registration of a
society takes effect;

“dividend” means a share of surplus of a registered society divided among its members in proportion to
the share capital held by them;

“loan loss provision” means an expense or allowance a lender sets aside to recognize that a borrower may
be unable to repay a loan in part or in total;

[definition of “loan loss provision” inserted by section 1(c) of Act 5 of 2020]

“member” includes a person or a registered society joining in the application for the registration of a
society to membership after registration in accordance with the byelaws;

“Minister” means the Minister responsible for cooperatives and marketing;

“multipurpose society” means a primary cooperative society that engages in two or more different types
of enterprises;

[definition of “multipurpose society” inserted by section 1(f) of Act 5 of 2020]

“officer” includes a chairperson, secretary, treasurer, member of a committee, employee, or other person
empowered under any regulations made under this Act or the byelaws of a registered society to give
directions in regard to the business of a registered society;

“primary society” means a registered society under this Act, the membership of which consists of
individual persons and includes other bodies approved by the registrar under section 15;

“probationary society” means a society registered provisionally under section 6(1);
“registered society” means a cooperative society registered or deemed to be registered under this Act;

“registrar” means the registrar of cooperative societies and includes the deputy registrars of cooperative
societies;

“secondary society” means a registered society under this Act, the membership of which is restricted to
primary society;

[definition of “secondary society” inserted by section 1(g) of Act 5 of 2020]

“social audit” means the process by which a cooperative society can account for its social performance
report on and improve that performance;

[definition of “social audit” inserted by section 1(g) of Act 5 of 2020]

“tertiary societies” means a registered society under this Act, the membership of which consists of at
least two secondary societies;

[definition of “tertiary societies” inserted by section 1(g) of Act 5 of 2020]

“winding up” means all proceedings subsequent to the cancellation of the registration of a society.
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Part II - Registration

Registrar, deputy registrars and assistant registrars

There shall be a registrar for cooperative societies who shall also be the commissioner for
cooperative development for the purposes of this Act.

The registrar shall be a public officer responsible for providing and administering the services
required by societies for their formation, organisation, registration, deregistration, operation and
advancement and for carrying out the provisions of this Act.

[subsection (2) amended by section 2(a) of Act 5 of 2020]

There shall be three deputy registrars who shall be deputy commissioners, one of whom shall be
responsible for the administration of cooperative societies, while the other shall be responsible for
the implementation of the legal provisions of this Act.

All officers of the rank of assistant cooperative officer and above shall be assistant registrars of
cooperative societies for the purpose of this Act.

Every district shall have a District Cooperative Officer and the staff who will report to the
Commissioner of Cooperatives or a person designated by him or her.

[subsection (4a) inserted by section 2(b) of Act 5 of 2020]

The Minister may, by statutory order, confer or impose on any assistant registrar of cooperative
societies all or any of the powers and duties conferred or imposed on the registrar of cooperative
societies by this Act.

Registration of societies

[heading substituted by section 3 of Act 5 of 2020]

Subject to this Act, a society which has for its object the promotion of the economic and social interests
of its members in accordance with cooperative principles and which, in the opinion of the registrar, is
capable of promoting those interests may be registered under this Act with or without limited liability;
except that a cooperative union or any apex society shall be registered with limited liability.

M

)

Conditions of registration

No society shall be registered under this Act unless—

(a) it consists of at least thirty persons all of whom are qualified for membership of the society
under section 13;

(b)  inthe case of a secondary society, it consists of at least two registered primary societies
among its registered members;

(c) in the case of a tertiary society, it consists of at least two registered secondary societies
among its registered members; or

(d) inthe case of an apex society, it consists of two or more secondary or tertiary societies.
[paragraph (d) substituted by section 4(a) of Act 5 of 2020]

Notwithstanding subsection (1)(a), the Registrar may register a society of a unique nature,
constituting of less than thirty persons all of whom qualify for membership under section 13.

[subsection (2) substituted by section 4(b) of Act 5 of 2020]

By Laws.Africa and contributors. Licensed under CC-BY. Share widely and freely. 3


https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://edit.laws.africa/widgets/pdf-attribution
https://edit.laws.africa/widgets/pdf-cc-by

Cooperative Societies Act Uganda

(2a)

&)

“)

5.
M
@)
©))
6.

The Uganda Cooperative Alliance Limited shall be administered by provisions of this Act and other
laws governing cooperative societies.

[subsection (2a) inserted by section 4(c) of Act 5 of 2020]

A cooperative society shall incorporate in it's proposed bye laws, a statement on cooperative
identity as specified in the Third Schedule.

[subsection (3) substituted by section 4(d) of Act 5 of 2020]
For the avoidance of doubt, a society shall not be registered with unlimited liability.

[subsection (4) added by section 4(e) of Act 5 of 2020]

Application for registration

For the purpose of registration, an application to register shall be made to the registrar.
The application shall be signed—

(a)  inthe case of a primary society, by at least thirty persons qualified for membership of the
society under section 13; and

(b)  inthe case of a secondary, tertiary or apex society, by a person duly authorised for that
purpose by each registered society, who is a member of that society.

The application shall be accompanied by four copies of the proposed byelaws of the society in
English, and the persons by whom or on whose behalf the application is made shall furnish such
information in regard to the society as the registrar may require.

[subsection (3) amended by section 5 of Act 5 of 2020]

Registration on probation

[heading substituted by section 6(a) of Act 5 of 2020]

M

@)

3
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If the registrar is satisfied that a society has complied with this Act and regulations made under it
and that its proposed byelaws are not contrary to the provisions of this Act, he or she shall register
the society and its byelaws on probation for a period not exceeding twenty-four months.

If at the expiration of twenty four months the Registrar is satisfied with the performance of the
society, he or she shall register the society permanently, if the society complies with the conditions
prescribed by regulations.

[subsection (2) substituted by section 6(b) of Act 5 of 2020]

If at the expiration of twenty-four months the registrar is not satisfied with the performance of
the society, he or she may either cancel the registration or extend the probationary period by a
period not exceeding twelve months; and if after the extension he or she is still not satisfied with
the performance of the society, he or she shall cancel the registration of the society.

If the registrar cancels the registration of a society under subsection (3), then the provisions of
sections 62 and 63 concerning the appointment of a liquidator and his or her powers shall apply.

Any society registered under subsection (1) shall become a body corporate by the name under which
it is registered probationary, with perpetual succession and a common seal, and with power to

hold movable and immovable property of every description, to enter into contracts, to institute

and defend suits and other legal proceedings and to do all things necessary for the purpose of its
constitution; and any reference in any written law to a registered society shall include a society
which is registered under this section.
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6A. Pre-registration contracts
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A contract which purports to be made on behalf of a cooperative society before the cooperative
society is formed, has effect, as one made with the person purporting to act for the cooperative
society.

A cooperative society may adopt a pre-incorporation contract with its formation and registration
made on its behalf without a need for novation.

In all cases where the cooperative society adopts a pre-incorporation contract, the liability of the
promoter of that cooperative society shall cease.

[section 6A inserted by section 7 of Act 5 of 2020]

7. Indication of probationary registration

A society which is registered under section 6(1) shall state in legible letters in all its receipt heads, letter-
papers, notices, advertisements or other official publications that it is registered probationary and shall
indicate the same on a signboard in a conspicuous position outside any premises or office in which it
carries on its business.

8.  Cancellation of registration

M

2

&)

“)

At any time during the period of registration of a society under section 6(1), the registrar may, by
notice in writing to the person responsible for the running of the society, cancel the probationary
registration of the society stating reasons for the cancellation; and the society shall, from the date
of service of the notice, cease to be a registered society.

The cancellation referred to in subsection (1) shall be gazetted and published in at least one of the
English newspapers in Uganda.

If a society registered under section 6(1) contravenes or fails to comply with section 7, that society
and any officer or person who purports to act on its behalf commits an offence and is liable on
conviction to a fine not exceeding ten thousand shillings and in the case of a continuing offence to
a further fine not exceeding one thousand shillings for each day on which the offence is continued
after conviction of the offence.

A Cooperative Society shall be deregistered if its membership falls below the prescribed number in
section 4.

[subsection (4) added by section 8 of Act 5 of 2020]

9. Amendment of the byelaws of a registered society

M
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Any registered society may, subject to this Act, amend its byelaws, including a byelaw which
declares the name of the society.

No amendment of the byelaws of a registered society shall be valid until the amendment has been
registered under this Act, for which purpose a copy of the amendment shall be forwarded to the
registrar.

If the registrar is satisfied that an amendment of the byelaws is not contrary to the provisions of
this Act, he or she shall register the amendment.

An amendment which changes the name of a registered society shall not affect any right or
obligation of the society or any of its members or past members, and any legal proceedings pending
may be continued by or against the society under its new name.
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When the registrar registers an amendment of the byelaws of a registered society, he or she shall
issue to the society a copy of the amendment certified by him or her which shall be conclusive
evidence of the fact that the amendment has been duly registered.

If it appears to the registrar that an amendment of the byelaws of a society is necessary or desirable
in the interest of the society, he or she may call upon the society, subject to any regulations made
under this Act, to make the amendment within the time as he or she may specify.

If the society fails to make the amendment within the time specified, the registrar may, after giving
the society an opportunity of being heard, himself or herself make and register the amendment and
issue to the society a copy of that amendment, certified by him or her.

With effect from the date of registration of an amendment under subsection (7), the byelaws shall
be deemed to have been duly amended accordingly; and the byelaws as amended shall, subject to
any appeal made in accordance with this Act, be binding on the society and its members.

Any society aggrieved by an amendment of its byelaws made and registered by the registrar under
subsection (7) may appeal against that amendment to the board in writing within two months of
the date of issue of the copy of the amendment.

The decision of the board on an appeal under subsection (9) shall, subject to section 75, be final.

In this section, “amendment” includes the making of a new byelaw and the variation or revocation
of a byelaw.

10. Appeal to the board

From every refusal of the registrar to register a society or its byelaws or any amendment of its byelaws,
an appeal shall lie, in accordance with any regulations made under this Act, to the board whose decision,
subject to section 75, shall be final.

11. Provisions regarding name of a registered society

M

@)

No society shall be registered under a name identical with that under which any other existing
society is registered, or under any name likely in the opinion of the registrar to mislead the
members of the public as to its identity.

The word “Cooperative” shall form part of the name of every society registered under this Act,
and the word “Limited” shall be the last word in the name of every society with limited liability
registered under this Act.

12. Evidence of registration

M

@)

A certificate of registration signed by the registrar shall be conclusive evidence that the society
mentioned in it is duly registered unless it is proved that the registration of the society has been
cancelled.

If the registrar is satisfied that a society’s original certificate of registration has been lost or
destroyed, he or she may issue a duplicate certificate.

Part III - Rights and liabilities of members

13. Qualifications for membership

@

In order to be qualified for membership of a registered society, a person, other than a registered
society or a company incorporated under the Companies Act or an unincorporated body of persons
permitted to become a member under section 15, shall—

(@)  have attained the age of eighteen years; and
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14.

15.

16.

17.

18.

(b)  be aresident within or in occupation of land within the society’s area of operation as
prescribed by the relevant byelaw.

(2) A person above the age of twelve years may become a member of a society, but such a person shall
not be eligible to act as a committee member of the society until he or she has reached the age of
eighteen years.

(3)  When, for the purpose of this section, any question arises as to the age of any person, that question
shall be decided by the registrar, whose decision shall be final.

Restriction on shareholding

No member, other than a registered society, shall hold more than one-third of the paid-up share capital of

any cooperative society.

Restriction on membership

No company incorporated or registered under the Companies Act and no unincorporated body of persons
shall be entitled to become a member of a registered society, except with the written permission of the
registrar.

Rights and obligations of members

(1) A member of a registered society shall not exercise any of the rights of a member until he or she has
made such payment to the society in respect of membership or has acquired such interest in the
society as may be prescribed by regulations made under this Act or by the byelaws of the society.

(2) A member of a cooperative society shall have a right—
(a)  toattend, participate and vote for decisions taken at all general meetings of the society;

(b)  tobe elected to organs of the society subject to its bye laws, policies and resolutions of the
general meeting;

(c)  toenjoy the use of all facilities and services of the society subject to the society bye laws,
policies and resolutions of the general meeting; and

(d)  toaccess all legitimate information relating to the society.
(3) A member shall-

(a)  observe and comply with all the society bye laws and decisions taken by the relevant organs
of the cooperative society in accordance with the byelaws of the society;

(b)  pay up for shares or make any other payments provided for in the bye laws of the society; and

(©) meet the debts of the society in case of bankruptcy in accordance with the provisions of this
Act and the bye laws of the society; and

(d)  patronize the society.

[section 16 substituted by section 9 of Act 5 of 2020]
e
[section 17 repealed by section 10 of Act 5 of 2020]

Votes of members

(1)  Each member of a registered society shall have one vote only as a member in the affairs of the
registered society.
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(2)  Aregistered society, a cooperative union or an apex society which is a member of any other
registered society shall have as many votes as may be prescribed by the byelaws of the other society,
and may, subject to those byelaws, appoint any number of its committee members, not exceeding
the number of those votes, to exercise its voting power.

18A. Leadership and management of a society

(1)  Every society shall have a board consisting of an odd number of members not less than five and not
exceeding nine.

(2)  The board shall be the governing body of the society and shall, subject to any direction from the
general meeting or the bye laws of the society, direct the affairs of the society with powers to—

(a) enter into contracts;

(b)  institute and defend suits and other legal proceedings brought in the name of or against the
society; and

(c) do all other things necessary to achieve the society's objects in accordance with its bye laws.

(3)  Inthe conduct of affairs of a cooperative society the members of the board shall exercise the
prudence and diligence of an ordinary person of business and shall be held, jointly and severally,
liable for any losses sustained through any of their acts which are contrary to the Act, regulations,
bye laws or directions of any general meeting of the cooperative society.

(4)  The board shall have the responsibility to appoint management who they shall monitor and
supervise for the proper management of the society.

(5) A person appointed under subsection (4) to the management of a cooperative society shall-
(@)  be subjected to a fit and proper test;
(b)  have two guarantors.
(6) A member of the board shall hold office for a term of four years and shall be eligible for re-election.

(7) A person seeking election in a cooperative society shall be subjected to a vetting process by a
vetting committee.

(8)  Afit and proper test shall be done on all those vying to be board members of a cooperative society
in accordance with the statement on cooperative identity and the laws of Uganda.

(9)  Subject to subsections (5) and (7), the test shall be done through a vetting committee whose terms
of service shall be spelt out in the regulations made under this Act.

(10) Other than the qualifications that may be set with the approval of the registrar, a person shall be a
member of a board if he or she-

(a)  is a member of the cooperative society;
(b)  isabove the age of 18 years;
(c) is able to read and write;

(d)  has not been adversely named by the registrar in an inquiry report adopted by a general
meeting for mismanagement or corrupt practices while a member of the board;

(e)  isnot adjudged bankrupt;
®) is of sound mind;
(g)  isnot of blood relations with another person on the same board up to the second degree;

(h)  isnot ajoint account holder in the case of a savings and credit cooperative society;
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(11

(12)

@) is not part of a board which has failed to prepare accounts within the specified period as
required by this Act, Regulations and the bye laws.

For purposes of subsection (10) (g) a second degree relationship means a grandchild, grandmother
or grandfather.

A person shall automatically lose membership on the board of a secondary tertiary or apex society,
where his or her society ceases to be a member of that secondary, tertiary or apex society.

[section 18A inserted by section 11 of Act 5 of 2020]

18B. Supervisory board

M

@)

©))

“)

©)

Save for the board of a cooperative society provided for in section 18A of this Act, the annual
general meeting shall be responsible for electing a supervisory board of three persons, which shall
make, or cause to be made, regular examination of the accounts, records, and affairs of the society
and review the action of the officers, board, and credit committee for conformity with the law,
regulations, bye laws, and policies of the society and is answerable to the annual general assembly.

The supervisory board in consultation with the registrar may call a special general meeting of
the members to consider any violation of the Act, regulations or bye laws, or any practice of the
cooperative society considered by the board to be unsafe or unsound.

The supervisory board shall be required to make a record of all its activities available for inspection
by the registrar and the society's auditors and shall present a report of its activities to the general
meeting.

Members of the supervisory board shall be subjected to the same provisions under section 18A
subsection (10).

The supervisory board shall inform the registrar in writing within five working days of any
recommendations on the management of the society.

[section 18B inserted by section 11 of Act 5 of 2020]

19. Restrictions on transfer of share or interest

M

2

The transfer or charge of the share or interest of a member in the capital of a registered society
shall be subject to the conditions as to maximum holding for which provision is made in section 17.

In the case of a society registered with unlimited liability, a member shall not transfer or charge any
share held by him or her or his or her interest in the capital of the society or any part of it, unless—

(@)  he or she has held the share or interest for not less than one year; and

(b)  the transfer or charge is made to the society or to a member of the society.

Part IV - Duties of registered societies

20. Address of society

M

@)

Every registered society shall have a registered address to which notices and communications may
be sent and shall send to the registrar notice of every change of address within one month of the
change.

Every registered society shall display its name and address on a signboard in a conspicuous position
outside its place of business.
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21. Copy of the Act, regulations, byelaws, etc. to be open for inspection

Every registered society shall keep a copy of this Act and of the regulations made under it and of its
byelaws and a list of its members open to inspection by any person, free of charge at all reasonable times
during business hours at the office of the society.

21A. Records management of a registered society

(1)  Records management in a society shall be done in accordance with the National Records and
Archives Act, 2001, Act No. 12 of 2001.

(2)  There shall be a cooperative archive in the ministry responsible for cooperatives.

[section 21A inserted by section 12 of Act 5 of 2020]

22. Audit, annual returns and accounts

(1)  Every registered society shall cause its accounts to be audited at least once in every year by an
auditor appointed by the annual general meeting and approved by the registrar, and the cost of the
audit shall be borne by the society; except that—

(@)  no auditor chosen by a registered society to audit its books shall perform that function for
more than three annual audits in succession unless authorised by the registrar;

(b)  where the registered society is unable to appoint its own auditors, the registrar may appoint
the auditors.

(1a) Not withstanding subsection (1) the registrar may cause regular audits of operations of Savings and
Credit Cooperative Organizations (SACCOs).

[subsection (1a) inserted by section 13(a) of Act 5 of 2020]

(1b) Not withstanding subsection (1) the registrar may be appointed to carry out audits of a resistered
society.

[subsection (1b) inserted by section 13(a) of Act 5 of 2020]

(1c) The registrar may also cause to be audited societies which have no capacity to audit by a person
registered and practicing as an accountant under the Accountants Act, 2013.

[subsection (Ic) inserted by section 13(a) of Act 5 of 2020]
(1d) Every society shall give to the registrar statistics of operations as may be required by the registrar.
[subsection (1d) inserted by section 13(a) of Act 5 of 2020]

(2)  Audits shall be conducted in accordance with generally accepted professional audit standards and,
in addition, include audit of management efficiency.

(2a) In addition to regular audits, social audits shall be conducted annually to examine the following
components—

(a)  organization: a measurement of a cooperative society's fulfillment of its vision, mission and
goals, feedback mechanisms, code of good governance and ethical standards;

(b) membership: a measurement on how the cooperative society responds to the needs of
members, observed governance practices, considered provision for benefits of members, and
involved members in the affairs of the cooperative;

(c) staff or employees: an assessment of the cooperative's fulfillment of the needs and welfare
of the employees in terms of safety of workplace and sanitation, including the provision for
compensation and benefits;
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23.

&)

“)

©)

6

(M

(d)  cooperation among cooperatives: a measurement of the cooperative society's afilliations and
linkages to federations or unions, the apex society and other cooperatives;

(e)  community and nation: to determine the involvement of the cooperative society and its
contributions to the community and nation, in general;

(f)  network alliance and linkages: an assessment of how the cooperative society relates to other
organizations and its collaborative programs.

[subsection (2a) inserted by section 13(b) of Act 5 of 2020]

The auditor shall at all times have access to all books, accounts, papers and securities of a registered
society, and every officer of the society shall furnish such information in regard to the transactions
and working of the society as the auditor may require.

The auditor shall have power when necessary—

(a)  tosummon at the time of his or her audit any officer, agent, servant or member of the society
whom he or she has reason to believe can give information in regard to the transactions of
the society or the management of its affairs; or

(b)  torequire the production of any book or document relating to the affairs of, or any cash or
securities belonging to, the society by the officer, agent, servant or member in possession of
that book, documents, cash or securities.

Every auditor appointed under subsection (1) shall submit a detailed audit report of the accounts
and balance sheet to the committee and a true copy of the accounts and balance sheet to the
registrar three months after its financial year prepared in compliance with generally accepted
professional audit standards and, in addition, include the auditor’s opinion on whether or not the
business administration of the society has been conducted—

(a) efficiently;

(b)  inaccordance with cooperative principles and the auditing and accounting provisions of this
Act; and

(c) in accordance with its objectives, byelaws and any other decisions made by the annual
general meeting.

The audited accounts and balance sheet referred to in subsection (5) shall be open for inspection by
any member of the public upon payment of such fee as may be fixed by the registrar.

Where a registered society fails to cause its accounts to be audited in accordance with subsections
(1), (2) and (5), the committee of that society shall be deemed to have relinquished its office; and
the registrar shall convene a special general meeting to elect a new committee unless the registrar
is satisfied that the failure was due to circumstances beyond the committee’s control.

Qualifications of auditors

M

(1a)

No person shall be appointed or approved as an auditor of the accounts of a registered society
unless that person or in case of a firm is a member of the Institute of Certified Public Accountants of
Uganda as per the Accountants' Act, 2013.

[subsection (1) substituted by section 14(a) of Act 5 of 2020]

The registrar may in certain circumstances appoint an auditor for a limited period, a person who
has previously served as an assistant registrar of a cooperative society.

[subsection (1a) inserted by section 14(b) of Act 5 of 2020]
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(1b)

@)

The registrar may, in consultation with the Institute of Certified Public Accountants of Uganda,
appoint a person who previously served as an assistant registrar and above to audit primary
societies.

[subsection (1b) inserted by section 14(b) of Act 5 of 2020]

The Minister may, in consultation with the board and by statutory instrument, amend the
qualifications of auditors specified in this section.

24. Estimates and expenditure

M

@)

©))

“)

©)

Every committee of a registered society shall cause estimates of the society’s income and
expenditure of both revenue and capital to be prepared for the coming twelve months at least three
months before the end of its financial year.

A copy of those estimates shall be sent to the registrar for an opinion before they are submitted to
the general meeting.

Supplementary estimates may be prepared by a society during the financial year and submitted to
the registrar for an opinion before they are submitted to the annual general meeting.

No development capital expenditure shall be made by a registered society before the committee’s
estimates have been approved by a general meeting.

If a society contravenes or fails to comply with any provision of this section, that society and any
officer or person who purports to act on its behalf commits an offence, and the registrar shall
impose upon the society or officer or person a fine not exceeding five thousand shillings and in
the case of a continuing offence a further fine not exceeding five hundred shillings for each day on
which the offence is continued.

25. Voluntary amalgamation of societies

@

@)

&)

Any two or more registered societies may, with the prior approval of the registrar, amalgamate into
a single society.

An amalgamation referred to in subsection (1) shall not take place unless—
(a)  ageneral meeting of each of the societies has been called,;
(b)  each member of the society has had a clear notice of fifteen days of the meeting; and

(@) a preliminary resolution has been passed by a two-thirds majority of the members present at
the meeting for the amalgamation.

Upon amalgamation of registered societies into a society, the societies shall cease to exist but
there shall be division of assets and liabilities in accordance with the agreement governing the
amalgamation.

[subsection (3) substituted by section 15 of Act 5 of 2020]

26. Transfer of assets and liabilities to another society

M

@)

&)

Any registered society may by a resolution passed under section 25(2)(c) transfer its assets and
liabilities to any other society which agrees to accept them.

The transfer of liabilities referred to in subsection (1) shall not be made to any society without
giving a notice in writing of ninety days to the creditors of both or more societies concerned in the
transfer of these liabilities.

If a creditor objects to an amalgamation decided upon under section 25 or a transfer of liabilities
under this section and gives a notice in writing of one month before the date fixed for the
amalgamation or transfer of liabilities to the society concerned, the amalgamation or transfer shall
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not take place until the dues of the creditor have been satisfied or until an agreement for payment
of the dues has been made by the society and the creditor.

Any creditor who is not satisfied with the dues paid to him or her or who does not accept to enter an
agreement with the society concerned as provided under subsection (3) may appeal to the registrar
within ninety days from the date of his or her disagreement with the society, and the decision of the
registrar shall be final.

27. Voluntary division of a society

M

@)

&)

“)

©)

(6

™

@®

©)

(10)

(11)

Any registered society may, with the prior approval of the registrar, divide itself into two or more
societies in accordance with the procedure laid down by regulations made under this Act.

A division of a society referred to under subsection (1) shall not take place unless—
(a)  ageneral meeting of the members of the society has been called;
(b)  each member of the society has had a clear notice of at least fifteen days of the meeting; and

(c) a resolution has been passed by a two-thirds majority of the members present at the meeting
providing for the division.

A resolution passed under subsection (2) (hereafter referred to as a preliminary resolution) shall
contain proposals for the distribution of the assets and liabilities of the divided society among
the societies in which it is proposed to be divided and shall prescribe the area of operation of, and
specify the members who may constitute, each of the new societies.

A copy of the preliminary resolution shall be sent to all the members of the society and its
creditors, and any other person whose interests may be affected by the division shall be informed in
writing by the society.

Any member of the divided society may notify the society in writing, within three months from
the receipt of the preliminary resolution, of his or her intention not to belong to any of the new
societies, and any creditor may demand from the society within that period a return of the amount
due to him or her.

Any other person whose interests are affected by the division of the society may submit his or her
claim in writing to the society.

After the period of three months from the sending of the resolution under subsection (4) to the
members and creditors of the society, a special general meeting of the society shall be called to
consider the preliminary resolution.

A special meeting of the society shall not be called under subsection (7) unless each member of the
society has had a notice of fifteen days in writing informing him or her of the meeting.

If, at the meeting called under subsection (7), a preliminary resolution is confirmed by a two-thirds
majority of the members present, either without any change or with changes which, in the opinion

of the registrar, are not material, the registrar may register the new societies and their byelaws; and
on that registration, the registration of the old society shall be deemed to have been cancelled, and
the society shall be deemed to be dissolved from the date of the cancellation.

The opinion of the registrar as to whether the changes made in the preliminary resolution made
under subsection (9) are or are not material shall be final, and no appeal shall lie from it.

At the special meeting of the society held under subsection (7), provision shall be made by another
resolution for—

(@)  the repayment of the share capital of all the members who have given notice under
subsection (5);

(b)  the satisfaction of the claims of all the creditors who have given notice under subsection (5);
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28.

29.

30.

31.

(c)  the satisfaction of the claims of any other person who has given notice under subsection (6)
as the registrar decided or securing their claims in the manner decided by the registrar,

except that no member, creditor or any other person shall be entitled to any repayment or
satisfaction until the preliminary resolution is confirmed under subsection (9).

(12) The registration of new societies under subsection (9) shall be sufficient to vest the assets and
liabilities of the divided society in the new societies in accordance with the preliminary resolution.

Part V - Duties of the board and privileges of registered societies

Societies to be bodies corporate

A society on registration shall become a body corporate by the name under which it is registered, with
perpetual succession and a common seal, and with power to hold movable and immovable property of
every description, to enter into contracts, to institute and defend suits and other legal proceedings and to
do all things necessary for the purpose of its constitution.

Board of Directors of the Uganda Cooperative Alliance Ltd.

The board of the apex society shall, subject to the byelaws and any directions issued by the general
meeting of the alliance—

(@)  consider and make recommendations to the Government on matters of policy relating to the
cooperative movement;

(b)  make representations to the Government as it may think fit in relation to any matter affecting
registered cooperative societies in general or any particular registered society which those societies
generally or any such society may request the board to bring to the notice of the Government;

(©) carry out any other duty assigned to it under this Act.

[section 29 amended by section 16 of Act 5 of 2020]

Byelaws to bind members

(1)  The byelaws of a registered society shall, when registered, bind the society and its members to the
same extent as if they were signed by each member, and contain obligations on the part of each
member, his or her heirs, executors, administrators and assignees, to observe all the provisions of
the byelaws.

(2) It shall not be competent for a member of a registered society to contest any suit, claim, action
or proceedings between that member and the society or any other member of the society on the
ground that any byelaw of the society constitutes a contract in restraint of trade.

Contract with members to dispose of produce

(1)  Aregistered society, having as one of its objects the disposal of any agricultural produce, may
contract with its members either in its byelaws or by a separate document that they shall dispose
of all their produce or of such amounts or descriptions as may be stated in those byelaws or that
document, to or through the society, and may in the contract provide for payment of a specific sum
per unit of weight or other measure as liquidated damages for infringement of the contract; and
that sum shall be a debt due to the society.

(2)  Any such contract as is mentioned in subsection (1) shall create in favour of the society a first
charge upon all produce mentioned in the contract, whether existing or future.

(3)  The covenants or obligations imposed by any such contract as is mentioned in subsection (1) shall
run with any lands, trees, buildings or other structures mentioned in it and shall be binding on all
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32.

33.

34.

35.

assignees and transferees; and any transfer or conveyance of property subject to the contract shall
be deemed to operate also as a like transfer or assignment of the contract.

(4)  No contract entered into under this section shall be contested in any court on the ground that it
constitutes a contract in restraint of trade.

Imposition of fines upon members

(1)  The byelaws of a registered society may, subject to any regulations made under this Act, provide for
the imposition of fines on its members for any infringement of its byelaws; but no such fine shall be
imposed upon any member until written notice of intention to impose the fine and the reason for it
has been transmitted to him or her and he or she has had an opportunity of showing cause against
the imposition of the fine and, if he or she so desires, of being heard with or without witnesses.

(2)  Any such fine may be recovered by suit in any competent court.

(3)  The whole or any part of such fine may be set off against any monies due to such member in respect
of produce delivered by him or her to the society.

(49) A member shall not be deemed to have infringed the byelaws of a registered society by reason of his
or her having failed to deliver produce to the society if that failure was due to the fact that before
becoming a member of the society the member had contracted to deliver the produce to some other
person.

(5)  Every person applying for membership of a registered society shall disclose to the society
particulars of all such contracts as are mentioned in subsection (4).

Charge on agricultural produce and certain other materials and articles

Subject to the prior claims of the Government on property of its debtors and of landlords in respect of rent
or any money recoverable as rent, or to any prior charge duly registered under this Act or under any other
law for the time being in force, a registered society shall have a first charge—

(@)  upon agricultural produce of a member or past member, at any time within two years from the date
when seed or manure was advanced, or agricultural services were supplied, or money was lent to the
member or past member in respect of the unpaid portion of the advance, supplied services or loan;

(b)  inrespect of the supply of cattle, fodder for cattle, agricultural or industrial implements or
machinery, or raw material for manufacture or building or for the loan of money for the purchase of
any of the animals or things to be supplied or purchased in whole or in part from any such loan or
on any articles manufactured from raw materials supplied or purchased.

Charge and setoff in respect of shares or interest of members

A registered society shall have a first charge upon the shares or interest in the capital and on the deposits
of a member or past member and upon any dividend, bonus or accumulated funds payable to a member or
past member in respect of any debt due from the member or past member to the society, and may set off
any sum credited or payable to the member or past member in or towards payment of any such debt.

Share or interest not liable to attachment

Subject to section 32, the share or interest of a member in the capital of a registered society shall not be
liable to attachment or sale under any decree or order of a court in respect of any debt or liability incurred
by the member, and a trustee in bankruptcy under the law relating to bankruptcy for the time being in
force shall not be entitled to or have any claim on that share or interest; but where a society is dissolved,
the property in the shares of any member who has been adjudicated as bankrupt under any law relating to
bankruptcy shall vest in the trustee in bankruptcy.
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36.

37.

38.

39.

Liability of past member

The liability of a past member for the debts of a registered society as they existed at the time when he or
she ceased to be a member shall continue for two years from the date of his or her ceasing to be member
and if the first audit of the accounts of the society after his or her being a member disclose a credit balance
in favour of that society, the financial liability of the past member shall forthwith cease.

[section 36 substituted by section 17 of Act 5 of 2020]

Liability of estate of deceased member

The estate of a deceased member shall be liable for one year from the time of his or her decease for the
debts of a registered society as they existed at the time of his or her decease; but in the case of a society
with limited liability, if the first audit of the accounts of the society after his or her decease discloses a
credit balance in favour of the society, the financial liability of the estate shall immediately cease.

Transfer of interest on death of member

M

@)

&)

On the death of a member, a registered society may transfer the share or interest of the deceased
member to the person nominated in accordance with any regulations made under this Act or, if
there is no person so nominated, to such person as may appear to the committee of the society to
be the legal personal representative of the deceased member or may pay to that nominee or legal
personal representative, as the case may be, a sum representing the value of the member’s share or
interest, ascertained in accordance with any regulations made under this Act or the byelaws of the
society; except that—

(@)  [paragraph (a) repealed by section 18(a) of Act 5 of 2020]

(b)  the society shall transfer the share or interest of the deceased member to the nominee or
legal personal representative, as the case may be, being qualified in accordance with any
regulations made under this Act and the byelaws for membership of the society or, on his
or her application within one month of the death of the deceased member, to any person
specified in the application who is so qualified.

[paragraph (b) amended by section 18(b) of Act 5 of 2020]

A registered society shall pay all other monies due to the deceased member from the society to the
nominee or legal personal representative, as the case may be.

All transfers and payments made by a registered society in accordance with this section shall be
valid and effectual against any demand made upon the society by any other person.

Registers and books of societies and copies of them shall be received in evidence in
certain circumstances

@

@)

Any register or list of members or of shares which is kept by any registered society shall be prima
facie evidence of any of the following particulars entered in it—

(a)  the date on which the name of any person was entered in the register or list as member;
(b)  the date on which any such person ceased to be a member.

A copy of any entry in a book of a registered society regularly kept in the course of business shall,
if certified in accordance with any regulations made under this Act, be received in any suit or legal
proceedings as prima facie evidence of the existence of the entry, and shall be admitted as evidence
of the matters, transactions and accounts recorded in it in every case where and to the same extent
as the original entry itself is admissible.
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41.

42.

43.

Restriction on the production of a society’s books

No officer of a registered society shall, in any legal proceedings to which the society is not a party, be
compelled to produce any of the society’s books the contents of which can be proved under section 39, or
to appear as a witness to prove the matters, transactions and accounts recorded in those books unless by
order of the court made for special cause.

Power to exempt from duty or tax

(1)  The Minister responsible for finance may, by statutory order, in the case of a registered society or
class of registered societies, reduce or remit—

(@)  the duty or tax which, under any law for the time being in force, may be payable in respect of
the accumulated funds of the society or of the dividends or other payments received by the
members of the society on account of accumulated funds;

(b)  the stamp duty with which, under any law for the time being in force, instruments executed
by or on behalf of a registered society or by an officer or member and relating to the business
of the society or any class of those instruments are respectively chargeable;

(c) any fee payable under any law relating to registration for the time being in force.

(2)  Inthe case of a division, an amalgamation or a transfer of some or all of the assets of a registered
society, the Minister shall remit the stamp duty with which, under any law for the time being in
force, instruments executed by or on behalf of the society or by an officer or member and relating to
the business of the society or any class of those instruments are respectively chargeable.

Part VI - Property and funds of registered societies

Restrictions on loans
A registered society shall not make a loan to any person other than a member; except that—

(a)  with the general or special sanction of the registrar, a registered society may make loans to another
registered society; and

(b)  subject to the prior approval in writing of the registrar and subject to such conditions as he or she
may impose, a registered society may stand surety for a loan to be granted to an employee of that
society where the loan is for the benefit of that society.

Restrictions on borrowing

(1)  Aregistered society shall receive deposits and loans from persons who are not members only
to such extent and under such conditions as the registrar may, from time to time, in writing,
authorise.

(2)  For the purposes of this section, credit on current account for a period of more than ninety days
and a deposit of money under a hire-purchase agreement shall be deemed to be a loan within the
meaning of this section.

Restrictions on other transactions with nonmembers

Except as provided in sections 42 and 43, the transactions of registered persons other than members shall
be subject to such prohibitions and restrictions, if any, as the registrar may, from time to time, in writing,
direct.
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44A. Cooperative bank

45.

46.

47.

48.

(1)  There shall be a cooperative bank to serve the interests of the cooperative societies and its
individual members as per section 45 of the Act.

(2)  This bank shall be regulated by the Central Bank.
[section 44A inserted by section 19 of Act 5 of 2020]

Investment of funds

A registered society may invest or deposit its funds only—

(@)  inaregistered cooperative bank;

(b) inany registered society, company or statutory corporation approved in writing by the registrar;
(@) in any bank or financial institution incorporated in Uganda;

(d)  inand upon such investment and securities as are by law allowed for the investment of trust funds;

(e)  insuch other mode as specified by the byelaws of the society and approved by the registrar.

Dividend or bonus

(1)  No registered society shall pay a dividend or bonus or distribute any part of its accumulated funds
without the prior written consent of the registrar and the written acknowledgement of the registrar
that a balance sheet has been lodged with him or her disclosing the surplus funds out of which the
dividend, bonus or distribution is to be made.

(2)  No society shall pay a dividend to its members exceeding the maximum rate prescribed by
regulations made under this Act.

(3)  [subsection (3) repealed by section 20 of Act 5 of 2020]

Reserve and provident fund
(1)  Every society which does or can derive a surplus from its transactions shall maintain a reserve fund.
(2)  [subsection (2) repealed by section 21(a) of Act 5 of 2020]

(3)  All societies shall carry to the reserve fund such portion of the net surplus in each year as may be
prescribed by any regulations made under this Act or byelaws of the registered society.

[subsection (3) amended by section 21(b) of Act 5 of 2020]

(49)  Every society shall, with the approval of the registrar, establish a contributory provident fund for
payment of pensions to its permanent employees at the time of their retirement.

Distribution of net balance

Subject to sections 46 and 47, the net balance of each year, with any sum available for distribution from
previous years, may be distributed as may be prescribed by any regulations made under this Act or by the
byelaws of the registered society.
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49. Contribution to education fund
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There shall be a National Cooperative Education Fund to which every registered cooperative society
shall contribute 1 percent per year of its net surplus.

[subsection (1) amended by section 22(a) of Act 5 of 2020]
[subsection (2) repealed by section 22(b) of Act 5 of 2020]
[subsection (3) repealed by section 22(b) of Act 5 of 2020]
[subsection (4) repealed by section 22(b) of Act 5 of 2020]

49A. Cooperative member education
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The commissioner cooperative development shall carry out cooperative member education to
members of registered societies.

The history, philosophy and practices as cooperatives and their role as a factor in the national
economy shall be disseminated both in formal and non-formal education.

The role of private sector, non-governmental organizations and individuals engaged in cooperative
promotion organization, research and education shall be accredited by the Registrar.

The registrar may accredit such bodies or individuals under subsection (3) as non-academic training
bodies.

The registrar shall publish such a list from time to time.

Notwithstanding subsections (1), (2), (3), (4) and (5), every registered cooperative society shall
provide for five percent of its net plus in its budgets, funds for cooperative member education.

Subject to subsection (1), every cooperative society shall file annual education plans for the society
to the registrar three months before the end of the financial year.

[section 49A inserted by section 23 of Act 5 of 2020]

49B. Audit and Supervision Fund
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There is established an Audit and Supervision Fund into which every registered society shall, unless
exempted by the registrar, pay annually a supervision fee and if the society's accounts are audited
by an officer of the department of cooperative development, an audit fee.

The registrar may under special circumstances require a registered society to make additional
contributions to the Audit and Supervision Fund.

The registrar shall administer the fund on behalf of the contributing registered societies and
shall report annually to the board in respect of the income derived from the fees and expenditure
sanctioned from the board and the balance remaining in the Fund.

The registrar shall fix the fees payable by the registered society under subsection (1).
The Audit and Supervision Fund shall be audited annually by the Auditor-General.

The monies in the Audit and Supervision Fund existing immediately before the commencement of
this Act shall be transferred to the Audit and Supervision Fund established under this Act.

Every registered society shall be required to file with the registrar annual returns and pay a fee
which shall be deposited in the Audit and Supervision Fund.

[section 49B inserted by section 23 of Act 5 of 2020]
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50. Registration of charges

The First Schedule to this Act shall apply in relation to the registration of charges against the property of a
registered society.

Part VII - Supervision and inspection of affairs

51. Production of cash and books of a registered society

Any officer, agent, servant or member of a registered society who is required by the registrar, or any
persons authorised in writing by the registrar, so to do shall, at such place and at such time as the registrar
may direct, produce all monies, securities, books, accounts and documents the property of, or relating to
the affairs of, the society which are in the custody of the officer of the society, agent, servant or member
and which are under his or her control.

52. Ad hoc committee of inquiry
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The registrar in consultation with the board may hold an inquiry or direct a person authorised by
him or her by order in writing in that behalf to hold an inquiry into the constitution, working and
financial condition of a registered society.

Where the registrar consults the board under subsection (1), the board shall within 14 days respond
to the registrar in writing.

[subsection (1a) inserted by section 24 of Act 5 of 2020]

Upon receipt of the board's response in subsection (1a), or where the board does not respond to the
registrar within the time stipulated in subsection (1a), the registrar may proceed with the inquiry
envisaged under subsection (1a) as though the same were in consultation with the board.

[subsection (1b) inserted by section 24 of Act 5 of 2020]

On receipt of a resolution demanding an inquiry passed by not less than two-thirds of the members
present at a general meeting of the society which has been duly advertised, the registrar in
consultation with the board shall cause such an inquiry.

During the period of inquiry referred to in subsections (1) and (2), the chief executive and other
officers or employees may be suspended from duty by the registrar as he or she may deem necessary
to facilitate the smooth holding of the inquiry.

Where the chief executive has been suspended in accordance with subsection (3), a caretaker
manager shall be appointed by the registrar in consultation with the board.

The caretaker manager shall remain in office until either the former chief executive is reinstated
or a new one is appointed; except that he or she shall not stay in that office for more than three
months after the report of the committee of inquiry has been submitted.

If during the course of inquiry cause arises to dissolve the committee of the society, the registrar, in
consultation with the board, shall dissolve the committee and convene within thirty days a special
general meeting to replace the committee.

All officers and members of the society shall produce such cash, accounts, books, documents and
securities of the society and furnish any information in regard to the affairs of the inspected society
as the registrar or such person authorised by the registrar may require.
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53. Inspection of books of an indebted registered society
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The registrar may, if he or she thinks fit, on the application of a creditor or a registered society,
direct a person authorised by him or her in writing in that behalf to inspect the books of the society
if—

(a)  the applicant satisfies the registrar that the debt is a sum then due, and that he or she has
demanded payment of the debt and has not received satisfaction within a reasonable time;
and

(b)  the applicant deposits with the registrar such sum as security for the costs of the proposed
inspection as the registrar may require.

The registrar shall communicate the results of any inspection to the creditor.

54. Cost of inquiry

Where an inquiry is held under section 52 or an inspection is made under section 53, the registrar may
make an award apportioning the costs or such part of the costs as he or she may think fit between the
society, the members or creditor demanding an inquiry or inspection and the officer or former officers of
the society.

55. Recovery of an award under section 54

Any award under section 54 may be recovered in any court of competent jurisdiction in the same manner
as a decree of that court.

Part VIIA - Special provisions relating to different types of cooperative societies

[Part VII A inserted by section 25 of Act 5 of 2020]

55A. Savings and credit cooperative societies
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A savings and credit cooperative society is a registered society for promoting and mobilizing
savings and extending credit and financial services to its members.

The words “savings and credit cooperative or organization” shall form part of the name of a society
formed for the purpose described in subsection (1).

All savings and credit cooperative societies shall be registered, developed, or deregistered under
this Act, by the registrar.

A savings and credit cooperative society shall discharge any or all of the following functions—
(a)  acquire, lease, hold, assign, pledge, mortgage, discount or dispose of property or assets;
(b) enter into contracts;

(c) institute and defend against lawsuits and other legal proceedings;

(d)  mobilise deposits and borrow in an aggregate amount not exceeding a multiple of capital as
prescribed in the regulations made under this Act;

(e)  accept member deposits, provide loans and other financial services to its members;

(f)  operate an office that shall be open for inspection by the registrar or a representative of the
registrar at all designated working hours;

(g)  collect, receive and disburse monies in connection with the provision of money transfers,
and other money instruments and the provision of services through automated devices for
the benefit or convenience of its members, and charge fees for such services;
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(h)  act as a trustee, accept and hold in trust real and personal property;
@) purchase or make available various forms of insurance or risk;

) manage programs for its members, either on an individual or group basis in compliance with
relevant laws; and

(k)  exercise such incidental powers as may be necessary to enable it to carry out effectively the
purposes for which it is established.

[section 55A inserted by section 25 of Act 5 of 2020]

55B. Appointment of board of directors
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Every savings and credit cooperative society shall have a board of directors of not less than five
directors.

The board of directors shall be headed by a chairperson who shall be a non-executive director.

Notwithstanding anything to the contrary in any other written law, or any agreement, not more
than fifty percent of the directors of the savings and credit cooperative society shall be employees of
the savings and credit cooperative society or any of its subsidiaries or affiliates except in such cases
where the registrar is satisfied that all those directors who are employees have been deemed fit and
proper to be directors of a savings and credit cooperative society by the home country regulator of
the savings and credit cooperative society.

No person who is not a fit and proper person in accordance with the fit and proper test specified in
the Fourth Schedule shall become or remain a director of a savings and credit cooperative society,
and for the purposes of this subsection, the registrar shall vet all persons proposed as directors

of a savings and credit cooperative society within six months and notify the savings and credi
cooperative society accordingly.

An appointment of a director of a savings and credit cooperative society shall not have legal effect
for the purposes of this Act or any other law unless that person has complied with the requirements
of subsection (4).

Subject to subsection (1) no person who on the date of commencement of this Act is a director of
a savings and credit cooperative society shall, on the expiry of his or her current term of office be
eligible for re-appointment as a director unless or until he or she qualifies for appointment under
subsection (4).

No person who on the date of commencement of this Act is a director of a savings and credit
cooperative society shall, six months after the commencement of this Act, remain a director unless
or until he or she qualifies for such appointment under subsection (4).

A member of a shari’ah advisory board in any savings and credit cooperative society shall not be
appointed a director of a savings and credit cooperative society while he or she holds that position.

[section 55B inserted by section 25 of Act 5 of 2020]

55C. Disqualification of director

M

No person shall become a director in a savings and credit cooperative society unless—
(@)  he or she is above eighteen years of age;

(b)  he or she is of sound mind and has not been declared to be of unsound mind by any court of
law in Uganda or elsewhere;

(¢)  he or she is not an undischarged bankrupt;

(d)  he or she is a natural person;
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(e)  the savings and credit cooperative society has served a written notice on the registrar of its
nomination of that person to become a director; and

®) the registrar has given a written approval of his or her compliance with the fit and proper test
in accordance with fit and proper test specified in the Fourth Schedule.

The registrar may, on receipt of the notice referred to in subsection (1), seek further information
and documents from the applicant or from other sources.

After due consideration has been given to the written notice, the registrar may—
(a)  give his or her approval of the applicant to become a director; or

(b)  withhold his or her approval on the ground that the person concerned is not a fit and proper
person to become a director.

A person who knowingly or recklessly provides information to the registrar under subsection (1)
and (2), which is false or misleading in a material particular commits an offence and is liable on
conviction to a fine not exceeding two hundred and fifty currency points or imprisonment not
exceeding two years or both.

At least fifty percent of the directors of a savings and credit cooperative society registered under
this Act must, during the tenure of their office, be resident in Uganda.

[section 55C inserted by section 25 of Act 5 of 2020]

55D. Conflict of interest
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A director, officer or a member of a shari’ah advisory board of a savings and credit cooperative
society shall not take part in the discussion of or taking a decision on any matter in which that
person or any of his or her related interest has an interest.

In any meeting where subsection (1) applies, every officer or director referred to in subsection (1)
shall inform the meeting of his or her interest, or that of any of the parties mentioned in subsection
(1), and to the extent that the discussion or decision concerns any matter in which he or she has an
interest, shall exclude himself or herself from further attendance at that meeting.

[section 55D inserted by section 25 of Act 5 of 2020]

55E. Responsibilities of the board

M

The board of directors of a savings and credit cooperative society shall be responsible for—

(@)  good corporate governance and business performance of the savings and credit cooperative
society;

(b)  ensuring that the board is in full control of the affairs and business operations of the savings
and credit cooperative society;

(c)  ensuring that the business of the savings and credit cooperative society is carried on in
compliance with all applicable laws and regulations, and in the case of a savings and credit
cooperative society that conflicts Islamic savings and credit cooperative society business,
the business of the savings and credit cooperative society complies with the Shari'ah, and is
conducive to safe and sound cooperative practices;

(d)  ensuring and reporting to the members at the annual general meeting of the savings
and credit cooperative society, that the internal controls and systems, and management
information systems of the savings and credit cooperative society—

i) are designed to provide reasonable assurance as to the integrity and reliability of the
financial statements of the savings and credit cooperative society and to adequately
safeguard, verify and maintain accountability of its assets;
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(ii)  are based on established and written policies and procedures, and are implemented by
trained and skilled officers with an appropriate segregation of duties; and

(iii)y  are continuously monitored, reviewed and updated by the board ofdirectors to ensure
that no material breakdown occurs in the functioning of such controls, procedures and
systems.

(e)  for the purposes of this Act, ‘corporate governance' shall cover the overall environment in
which the savings and credit cooperative society operates, comprising a system of checks and
balances which promotes a healthy balancing of risk and return, and in the case of a savings
and credit cooperative society which conducts Islamic savings and credit cooperative society
business, promotes compliance with the Shari'ah.

The directors of a savings and credit cooperative society shall appoint from among their number,
two executive directors who shall-

(@)  be ordinarily resident in Uganda;

(b)  have knowledge of the mamer in which the savings and credit cooperative society's longer
term strategy is pursued in practice and an ability to influence its policies; and

(c) effectively direct the business of the savings and credit cooperative society.

[section 55E inserted by section 25 of Act 5 of 2020]

55F. Duties of directors
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A director shall in relation to the savings and credit cooperative society in which he or she serves,
stand in a fiduciary relationship and shall in addition and without derogation owe the savings and
credit cooperative society and its members the following duties—

(@)  adutyto act honestly and in good faith;

(b)  adutyto act in the best interest and for the benefit of the savings and credit cooperative
society;

(c) a duty to act independently, free from undue influence of any other person; and

(d)  aduty to access necessary information to enable him or her to discharge his or her
responsibilities.

The board of directors as an organ and each director individually shall immediately report in
writing to the registrar if they have reason to believe that-

(a)  the savings and credit cooperative society may not be able to properly conduct its business as
a going concern;

(b)  the savings and credit cooperative society appears to be or is likely in the near future to be
unable to meet all, or any of its obligations;

(c)  the savings and credit cooperative society has suspended or is about to suspend any payment
of any kind or any transfer or delivery of any asset;

(d)  the savings and credit cooperative society does not, or may not be able to meet its capital
requirements as prescribed in accordance with the Act and the savings and credit cooperative
society byelaws.

A director who acts in accordance with this section shall make his or her intention known to the
board in writing prior to reporting to the registrar.

Where the board of directors or a director fails, omits or neglects to report to the registrar any
maffer required to be reported under subsection (2), the registrar may—

(a)  withdraw his or her approval of the board of directors as an organ; or
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(b)  withdraw his or her approval of any of the directors.

[section 55F inserted by section 25 of Act 5 of 2020]

55G. Removal and suspension of directors
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The registrar may, for sufficient cause—
(a) remove a director of a savings and credit cooperative society;

(b)  remove or suspend the whole board of directors of a savings and credit cooperative society;
or

(c) exclude any member of the board from qualifying to serve on a board of any savings and
credit cooperative society in Uganda for a period of not less than ten years.

For the purposes of subsection (1), 'sufficient cause' means—

(a) inrelation to a director or directors’, ceasing to comply with the fit and proper test specified
in the Third schedule;

(b)  inrelation to the board of directors—
@) failure, omission or neglect of their responsibilities in section 55A1;

(i)  failure, omission or neglect to report to the registrar as required by subsection (2) of

section 55A];
(iii)  failure or omission or neglect of duties as prescribed by subsection (1) of section 55AJ;

(iv) failure to attend without a lawful excuse, two consecutive meetings of the board or
being absent from three board meetings for a consecutive period of six months.

No director serving on the board of a savings and credit cooperative society shall simultaneously
serve as a board member, or in any executive capacity, with any other savings and credit cooperative
society or a subsidiary or affiliate of the savings and credit cooperative society in Uganda.

Where the registrar—
(@)  removes or suspends the whole board of directors; or

(b)  removes any directors from the board and as a result of the removal the number of board
members falls below the minimum prescribed in accordance with this Act, the registrar shall
immediately assume the powers of the board of directors and shall within fourteen days
summon a meeting of the shareholders for the purpose of electing a new board of directors,
which shall be required to satisfy the provisions of this Act relating to the appointment of
directors.

[section 55G inserted by section 25 of Act 5 of 2020]

55H. Board neetings
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The registrar may, by notice, order any savings and credit cooperative society to provide the
registrar within a period specified in the notice, a copy of the board minutes and resolutions duly
certified as a true record by the Secretary and Chairperson of the board.

Notwithstanding anything in this Act and the byelaws of a savings and credit cooperative society,
the registrar may, in the interest of the savings and credit cooperative society or the safety of
depositors—

(a)  order the board of directors of a savings and credit cooperative society to meet within three
days and at such place in Uganda as the order shall specify;
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(b)  order the board of directors of a savings and credit cooperative society to consider on the
agenda of the convened meeting such items relating to the savings and credit cooperative
society as the registrar may deem necessary for purposes of the safety of the savings and
credit cooperative society and its depositors;

(©) appoint an observer to any board meeting of a savings and credit cooperative society.

Where a meeting of the board is convened under subsection (2)(a), the quorum for the meeting shall
be three directors or one third of the total directors present, whichever is greater, and decisions
shall be taken by a simple majority.

Any decision taken under subsection (3) shall be binding on the savings and credit cooperative
society.

Where no director turns up, the registrar shall take appropriate action as it deems fit.

[section 55H inserted by section 25 of Act 5 of 2020]

551. Audit Committee of the board
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The board of directors shall constitute from among its members, a committee on audit, consisting
of not less than two persons to perform such functions as the board of directors shall specify.

Notwithstanding subsection (1), an executive director shall shall be disqualified from serving on the
committee on audit.

The committee on audit shall be headed by a Chairperson who shall be appointed by the board of
directors.

The Chairperson shall have such functions as are prescribed by the board.

The commiffee on audit shall meet once in every quarter of the financial year of the savings and
credit cooperative society.

The following shall be required to attend all meetings of the committee on audit—
(@)  the board members of the commiffee on audit;
(b)  the officer responsible for intemal audit in the savings and credit cooperative society; and

(c)  the officers in charge of the financial and treasury functions of the savings and credit
cooperative society.

The committee on audit shall have the following duties—

(a)  toreview the internal audit report and programs of the savings and credit cooperative
society;

(b)  toreview the internal controls, operating procedures and systems and management
information systems of the savings and credit cooperative society and in the case of a savings
and credit cooperative society which controls Islamic savings and credit cooperative society
business, those controls, procedures and systems designed to ensure compliance with the
Shari'ah;

(c)  toensure that the audit function of the savings and credit cooperative society is adequately
staffed;

(d)  toascertain the nature of the external audit, co-ordinate the internal and external audits and
consider rectification and implementation of issues raised by the external auditor;

(e)  toreview the financial statements of the savings and credit cooperative society and make
recommendations on them;
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(f)  toreview such investments and transactions that could affect the well-being of the savings
and credit cooperative society as the auditor or auditors or any officer of the savings and
credit cooperative society may bring to the attention of the committee;

(g) toreview the practices of a savings and credit cooperative society to ensure that any insider
transactions of the institution that have a material effect on the stability or solvency of the
society are identified and dealt with.

[section 551 inserted by section 25 of Act 5 of 2020]

55]J. Asset and liability management committee
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The board of directors shall constitute an asset and liability management committee consisting
of not less than two persons to perform such functions as the board of directors shall specify

in relation to establishing the broad guidelines on the savings and credit cooperative society's
tolerance for risk and expectations from investment.

Subject to subsection (1), the guidelines shall include the following-

(a)  limits on loan to deposit ratio;

(b)  limits on loan to capital ratio;

(c) limits on exposure to single or related customers;

(d) flexible limits on the percentage reliance on a particular deposit liability category;
(e)  maximum dependence on inter-bank and other volatile funding instruments;

) limits on maximum and minimum maturities for newly acquired categories of assets and
liabilities;

(g limits on maximum and minimum maturities for existing categories of assets and liabilities;
(h)  limits on the sensitivity of the net interest margin on changes in market interest rates;
@) maximum percentage imbalance between rates sensitive assets and liabilities;

G) limits on minimum spread acceptable between costs and yields of liabilities and assets
respectively;

(k) limits on minimum liquidity provision to be maintained to sustain operations while longer
term adjustments are made;

O primary sources of meeting funds should be quantified; and
(m) other limits and guidelines as the Registrar may specify.

The registrar may issue notices to savings and credit cooperative societies concerning matters to be
considered by the asset and liability management committee.

[section 55] inserted by section 25 of Act 5 of 2020]

55K. Internal auditor

M

2

Every savings and credit cooperative society, shall appoint an internal auditor suitably qualified and
experienced in banking who shall report to the committee on audit of the board of directors.

The duties of the internal auditor shall be-
(a)  to evaluate the reliability of the information produced by accounting and computer systems;
(b)  to provide an independent appraisal function,;

(c)  toevaluate the effectiveness, efficiency and economy of operations;
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(e)  toevaluate compliance with laws, policies and operating instructions;

(e)  to provide investigative services to line management; and

(f)  to certify returns submitted to the Registrar by the savings and credit cooperative society.
[Please note: numbering as in original]

[section 55K inserted by section 25 of Act 5 of 2020]

55L. External auditors

M

@)

©))

4

©)

(6

7

®

Subject to subsection (5), every savings and credit cooperative society shall nominate for
appointment annually, from a pre-qualified list to be published by the registrar a firm of qualified
auditors whose duty shall be to perform an audit of the financial statements of the savings and
credit cooperative society and to give an opinion in accordance with this Act and International
Standards on Auditing as adopted in Uganda on the following—

(a)  annual balance sheet, profit and loss account, cash flow statement and other financial
statements required to be submitted by the savings and credit cooperative society to the
registrar under this Act;

(b)  compliance of the savings and credit cooperative society with the requirements of this Act;

(c) compliance of the savings and credit cooperative society with the requirements of its
byelaws.

A savings and credit cooperative society shall, within thirty days after the nomination for
appointment of an external auditor, apply in writing to the registar for the approval of the
appointment.

On receipt of an application under subsection (2), the registrar may in writing—

(a) approve the appointrnent;

(b)  approve the appointment subject to such conditions as shall be specified in the approval; or
(c) decline to approve the appointment.

Where the registrar declines to approve the appointment of an external auditor under subsection
(3) or withdraws an approval under subsection (7), the savings and credit cooperative society
shall nominate another firm as external auditors and subsection (2) shall apply with the necessary
modifications in respect of that nomination.

Where a savings and credit cooperative society fails to nominate or obtain approval of an external
auditor within two months after the lapse of the term of its previous external auditor, or fails to
fill a vacancy for an extemal auditor, the registrar may appoint a qualified firm of auditors whose
remuneration shall be paid by the savings and credit cooperative society.

A person appointed as an extemal auditor under subsection (5) shall-

(@)  be deemed to have been appointed as an extemal auditor at the immediately preceeding
annual general meeting of the savings and credit cooperative society;

(b)  be deemed to be an external auditor appointed by the savings and credit cooperative society
under subsection (1) and approved by the Registrar as required by subsection (3).

The registrar may for sufficient cause withdraw his or her approval of the appointment of an
external auditor previously granted, and upon the withdrawal, the external auditor concerned shall
vacate office.

For the purposes of subsection (7), "sufficient cause" shall relate to any of the following-

(a)  failure to comply with the requirements of this Act;
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55M.

55N.

550.

55P.

(b)  breach of duty as imposed by this Act;
(c) inability to perform to the prescribed standard or at all;
(d)  any other reason that the registrar may, in his or her discretion consider applicable.

[section 55L inserted by section 25 of Act 5 of 2020]

Approval of external auditor

No person shall hold office as an external auditor of a savings and credit cooperative society unless his or
her appointment has been approved by the Registrar under section 55L.

[section 55M inserted by section 25 of Act 5 of 2020]

Disqualification of external auditor

A person shall not qualify to be appointed or to act as an external auditor of a savings and credit
cooperative society if-

(a)  that person, and in case of a firm, every partner in the firm, is not registered as a member of the
Institute of Certified Public Accountants established under the Accountants Act;

(b)  that person, either directly or indirectly has a material interest in the savings and credit cooperative
society or its affiliates;

(©) in the opinion of the registrar, circumstances exist which may impair the independence or
impartiality of that person in the performance of his or her duties as an external audrtor of the
savings and credit cooperative society;

(d) that person is an officer or servant of the savings and credit cooperative society;

(e)  that person is a partner, or associate of a director, or an officer or substantial shareholder of the
savings and credit cooperative society;

) that person by himself or herself, together with his or her partners or employees, performs the
duties of secretary or book-keeper for the savings and credit cooperative society.

[section 55N inserted by section 25 of Act 5 of 2020]

No change of external auditor

(1)  No savings and credit cooperative society shall, before the expiry of the term of the current external
auditor remove or change its auditor except with the prior written approval of the registrar.

(2)  Any person who is an external auditor of a savings and credit cooperative society shall give
adequate written notice to the savings and credit cooperative society and the registrar of-

(@)  his or her decision to resign from office and the reasons for the resignation;
(b)  his or her decision not to seek to be re-appointed and the reasons for doing so.

[section 550 inserted by section 25 of Act 5 of 2020]

Insurance cover by external auditor

Each firm of external auditors approved for appointment by the registrar under this Act shall have in force,
before the commencement of the audit, a valid professional indemnity insurance cover for negligence in
the performance of its duties under this Act.

[section 55P inserted by section 25 of Act 5 of 2020]
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55Q. Time limit for external auditor

No audit firm or indnividual auditor shall serve the same savings and credit cooperative society as external
auditors for a continuous period exceeding four years.

[section 55Q inserted by section 25 of Act 5 of 2020]

55R. Duties of external auditor to savings and credit cooperative society

An external auditor appointed under this Act shall have a primary duty to audit, which shall include the
following—

(@

(b)

©

(d)

(e)

(®)

a duty to warn the board of directors of a savings and credit cooperative society of-

@) the savings and credit cooperative society's ability or inability to meet the capital
requirements;

(ii)  the savings and credit cooperative society's ability or inability to meet the reserve and
liquidity requirements;

(iii)  the savings and credit cooperative society's credit, foreign exchange and operations risks;

(iv)  any other matter which the auditor becomes aware of in the performance of his or her
functions as an auditor which may-

(aa) prejudice the ability of the savings and credit cooperative society to continue
conducting business as a going concern;

(ab) be detrimental to the interests of the depositors; or

(ac) violate the principles of sound financial management or the maintenance of adequate
internal controls and systems by the savings and credit cooperative society.

a duty to obtain sufficient, relevant and reliable evidence to satisfy themselves of the various
matters necessary to form their opinion,;

a duty to carefully plan, supervise and review all their work including work performed by
subordinate staff;

a duty to ascertain, evaluate and test internal controls before placing audit reliance on them,;

a duty to exercise reasonable care and skill in accordance with the current professional standards
and practices, and to perform the audit in accordance with international auditing standards and
such other regulations, directives, policies and guidelines as the registrar may issue;

a duty to assess, and in writing comment on, the report of the board of directors before the report is
tabled at the annual general meeting.

[section 55R inserted by section 25 of Act 5 of 2020]

55S. Duties of external auditor to registrar

M

An external auditor appointed under this Act shall inform the registrar if there are reasonable
grounds to believe that-

(a)  the savings and credit cooperative society is insolvent, or there is a significant risk that the
savings and credit cooperative society will become insolvent; or

(b)  the savings and credit cooperative society has contravened a—
i) a prudential standard,

(ii)  arequirement in this Act, regulation, notice or directive issued under this Act; or
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(iii)  a condition imposed on its license.

The external auditor shall verify all quarterly returns and other reports of the savings and credit
cooperative society which the registrar may from time to time require to be verified.

The external auditor shall submit to the registrar a management letter in which they shall disclose
all shortcomings or any contravention of the law.

The external auditor shall perform any other functions as the registrar may by notice assign the
auditor.

[section 558 inserted by section 25 of Act 5 of 2020]

55T. Erternal auditors right to access financial records

M

@)

The external auditor appointed under this Act shall have a right of access at all times to such
books, accounts, computer systems, vouchers, financial records and securities of the savings and
credit cooperative society and shall be entitled to receive from the officers and staff of the savings
and credit cooperative society all information and explanations as he or she may require in the
performance of his or her duties.

Any person who—
(a)  obstructs an external auditor in the performance of his or her duties under this Act;

(b) fails, refuses or neglects to provide an external auditor with such books, accounts, computer
systems, vouchers, financial records and securities as requested by the external auditor,
commits an offence and is liable on conviction to a fine not exceeding one hundred currency
points or imprisonment not exceeding one year or both.

[section 55T inserted by section 25 of Act 5 of 2020]

55U. Information by external auditors to registrar

@

@)

The registrar may, by notice in writing, require a person who is, or who has been an external auditor
of-

(a) a savings and credit cooperative society; or

(b)  asubsidiary or affiliate of a savings and credit cooperative society; to provide such
information about the savings and credit cooperative society, subsidiary or affiliate, if the
registrar considers that the information will assist it in performing its functions.

Where a person to whom a request to provide information has been made under subsection (1),
fails, refuses or neglects to provide the information, or provides information which is false or
misleading, that person commits an offence under this Act and is liable on conviction to a fine not
exceeding two hundred and fifty currency points or imprisonment not exceeding two years or both.

[section 55U inserted by section 25 of Act 5 of 2020]

55V. Audit report

M

@)

©))

The external auditor shall, after performing the audit, submit to the savings and credit cooperative
society an audit report.

A savings and credit cooperative society shall ensure that a report made under subsection (1) of this
clause is submitted to the registrar within three months after the close of its financial year.

A savings and credit cooperative society which contravenes subsection (2) of this clause commits
an offence and is liable on conviction to a fine of twenty currency points for each day exceeding the
period prescribed in subsection (2) until submission of the report.

By Laws.Africa and contributors. Licensed under CC-BY. Share widely and freely. 31


https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://edit.laws.africa/widgets/pdf-attribution
https://edit.laws.africa/widgets/pdf-cc-by

Cooperative Societies Act Uganda

(4)  Asavings and credit cooperative society shall provide the external auditor with a letter of assurance
from management stating that they have disclosed all financial and other related transactions both
off and on balance sheet including contingent liabilities and a copy of the letter shall be submitted
to the Registrar with the audit report.

[section 55V inserted by section 25 of Act 5 of 2020]

55W. Qualified audit report

55X.

55Y.

55Z.

The auditor shall, in every report on the savings and credit cooperative society's audited annual financial
statements which include a qualification, identify and quantify the matters for qualification where
possible.

[section 55W inserted by section 25 of Act 5 of 2020]

Rejection of audit report

(1)  The registrar may, if dissatisfied with the standard or quality or both, of the audit, reject the
audit report and call for a fresh audit at the expense of the savings and credit cooperative society
concerned, the external auditor or both.

(2)  Where the registrar rejects an audit report, it may appoint an auditor for the savings and credit
cooperative society and shall fix the remuneration to be paid to the auditor by that savings and
credit cooperative society.

[section 55X inserted by section 25 of Act 5 of 2020]

Requirements on provisions

The Registrar shall, before annual accounts of a savings and credit cooperative society are finalized,
dividends paid, and the capital requirements are met, require to be satisfied by the savings and credit
cooperative society in respect of-

(a)  sufficiency of provisions for bad debts;
(b) existence and enforcement of a proper policy of non-accrual of interest on non-performing loans;
(©) amortization of preliminary expenses, goodwill and similar expenses.

[section 55Y inserted by section 25 of Act 5 of 2020]

Special and further investigations by external auditors
(1)  The registrar may require an external auditor to—

(a)  submit such additional information in relation to the audit as the registrar shall deem
necessary;

(b)  carry out any other special investigation;
(c)  carry out any further investigation;

(d)  submit a report on any of the matters referred to in paragraphs (a), (b) and (c); and the
savings and credit cooperative society concerned shall remunerate the auditor in respect of
the discharge by him or her of all or any of such additional duties.

(2)  The registrar shall, at least once in every financial year arrange meetings between the registrar, a
savings and credit cooperative society and its external auditor to discuss matters relevant to the
registrar's supervisory responsibilities which have arisen in the course of the statutory audit of that
savings and credit cooperative society, including relevant aspects of the business of the savings
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and credit cooperative society, its accounting and internal control systems, and its annual balance
sheet, profit and loss accounts, and management letter.

The registrar may, if he or she considers it necessary arrange from time to time meetings with the
external auditors of the savings and credit cooperative society.

If an extemal auditor, acting in good faith and not negligently or with wrongful intent, furnishes to
the registrar any information or opinion on a matter to which this Act applies and which is relevant
to the supervisory function of the registrar whether or not in response to a request by it, such
actions by the extemal auditor shall not-

(a)  constitute a breach of any duty which the external auditor may owe to any person, or

(b)  constitute a contravention of any code of professional conduct to which the external auditor
may be subject.

Subsection (4) shall apply to any matter of which the external auditor becomes aware in his or her
capacity as an external auditor or in discharge of his or her duties under this Act and which relates
to the business or affairs of the institution or its subsidiary or affiliate.

[section 55Z inserted by section 25 of Act 5 of 2020]

55AAControl over management

M

@)

©))

“)

©)

(6

The Registrar may, by order in writing, remove from office a chairperson, director or the chief
executive of a savings and credit cooperative society if satisfied that in the public interest or for
preventing the affairs of the savings and credit cooperative society being conducted in a manner
detrimental to the interests of the depositors or for securing the proper management of the savings
and credit cooperative society, it is necessary to do so.

The removal under subsection (1), shall take effect from such date as may be prescribed by the
registrar.

A person aggrieved by the decision of the registrar may, within fourteen days after making the
order, make representations to the registrar and the registrar may modify, cancel or uphold his or
her decision to remove that person or impose any conditions on the modification or cancellation.

Where an order under subsection (1) has been made, the registrar may appoint any suitable person
in place of the chairperson, director or chief executive who has been removed from office to hold
that office for such period as the letter of appointment may specify.

Notwithstanding anything in any law or in any contract, or memorandum and articles of
association, a person removed by the registrar under this Act is entitled to compensation for loss or
termination of employment of not more than three months' salary.

A person who has been convicted of an offence involving financial impropriety, fraud, or financial
loss shall not become or continue in the management of a savings and credit cooperative society.

[section 55AA inserted by section 25 of Act 5 of 2020]

55ABCredit Reference Bureau

M

2

The registrar or any other person authorised by the registrar shall establish a Credit Reference
Bureau for the purpose of disseminating credit information among savings and credit cooperative
societies for their business.

All savings and credit cooperative societies shall promptly report to the Credit Reference Bureau-—

(a)  all the details of non-performing loans and other accredited credit facilities classified as
doubtful or loss in their portfolio, where the amount owed is not in dispute and the customer
has not made any satisfactory proposals for repayment of the debt following formal demand,
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and the customer has been given at least twenty-eight days' notice of the intention to
disclose that information to the Credit Reference Bureau,;

(b) information on customers involved in financial malpractices including bouncing of cheques
due to lack of funds and fraud.

No information other than that referred to in subsection (2) shall be divulged by any savings and
credit cooperative society to the Credit Reference Bureau without the customers' consent.

Where-
(a)  a Credit Reference Bureau formed under this Act or its officer,

(b)  asavings and credit cooperative society or its officer; discloses to a savings and credit
cooperative society or its officer, the Credit Reference Bureau or its officer, the information
referred to in subsection (2), in good faith, in the performance of their duties, no right of
action shall accrue to or against that person for breach of the duty of confidentiality.

Any customer of a savings and credit cooperative society has a right to know what information is
held on him or her by the Credit Reference Bureau.

The Registrar may, in consultation with the Minister, make regulations providing for the access and
use of the Credit Reference Bureau by other credit providers or service providers.

For the purposes ofsubsection (6), "credit provider" or "service provider" means an instifution not
licensed by the Registrar that is involved in the provision of goods and services on credit to the
public.

Where the Registrar considers it necessary and after consultation withe Minister, the Registrar may,
under the provisions of subsection (1), establish more than one Credit Reference Bureau.

The Registrar may licence Biometric Identification Service Provider for purposes of the Credit
Reference Bureaus established under subsection (1).

For the purposes of this section, a Biometric Identification Service Provider means a legal entity
established and licensed by the Registrar to collect, compile, consolidate, process and store
biometric and personal identification data to idenfify, persons, companies and enterprises for
purposes of availing that data to savings and credit cooperative societies, microfinance deposit
taking institutions, credit reference bureaus and such other credit providers that may have been
permitted by the Registrar under regulations made under subsection (6).

[section 55AB inserted by section 25 of Act 5 of 2020]

55ACSavings and credit cooperative societies to carry out credit check on customer
applying for credit

M

@)

Unless the Registrar directs otherwise, every savings and credit cooperative society shall perform a
credit check on a customer who applies for credit from the savings and credit cooperative society.

Notwithstanding subsection (2), the Registrar may, by statutory instrument, after consultation with
the Minister, prescribe other circumstances requiring a savings and credit cooperative society to
perform a credit check on a customer.

[section 55AC inserted by section 25 of Act 5 of 2020]

Supervision

55ADInspection of savings and credit cooperative societies

M

The registrar may, periodically or at any time at his or her discretion, cause an inspection to be
made, by an officer of the registrar or other person appointed by the Registrar, of any savings and
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credit cooperative society and of its financial records and books of accounts on the premises of
the savings and credit cooperative society and shall provide to that savings and credit cooperative
society a copy of the report on inspection.

The savings and credit cooperative society shall furnish to the officer making an inspection under
subsection (1) all such books of accounts and financial records and other documents as well as
assets including cash, notes and securities held by the savings and credit cooperative society in its
custody or power and furnish the officer with such statements or information relating to the affairs
of the savings and credit cooperative society as the officer may require of it within such reasonable
time as the officer may specify.

An officer of a savings and credit cooperative society who fails to furnish any document in his or her
custody or power as required under subsection (2) commits an offence and is liable, on conviction,
to a fine not exceeding fifty currency points or imprisonment not exceeding six months, or both.

An officer appointed by the registrar under subsection (1) shall after inspection prepare and
submit a report which shall draw attention to any breach or contravention of this Act, regulations,
notices or directions issued under this Act, any weaknesses in systems control and procedures or
in the manner of conduct of the business of the savings and credit cooperative society inspected,
any mismanagement, and such other matter relating to the business of the savings and credit
cooperative society not consistent with sound banking practice.

[section 55AD inserted by section 25 of Act 5 of 2020]

55AEInformation to be provided by savings and credit cooperative societies

M

@)

©))
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A savings and credit cooperative society shall furnish to the registrar at such times and in such
form as the registrar may prescribe, all information and data of its operations in Uganda including
periodic retums called for by the registrar and the audited balance sheet and profit and loss account
and those of any company which is a subsidiary, affiliate, associate or holding company to that
savings and credit cooperative society or any other information which the registrar may require for
the proper discharge of his or her functions under this Act.

A savings and credit cooperative society shall report to the registrar all loans and other credit
granted or extended to its insiders at least once every quarter of the financial year.

A savings and credit cooperative society which, without reasonable cause, fails to comply with
subsection (1) or (2), or submits inaccurate returns, shall pay to the registrar a civil penalty of fifty
currency points per day of default.

The registrar may impose restrictions on the operatrons of a savings and credit cooperative society
which fails to provide information required under this clause or which provides false information.

The registrar may, upon request made to him or her by any monetary or financial regulatory
authority in the ordinary course of its business, disclose any of the information provided under
this clause to that monetary or financial regulatory authority within or outside Uganda; except
that the registrar shall, before disclosing any information under this section, first satisfy himself or
herself that the information is required for the proper discharge of the functions of the requesting
monetary authority or financial regulatory authority.

[section 55AE inserted by section 25 of Act 5 of 2020]

55AF Information for consolidated supervision

M

The registrar shall, if he or she deems necessary for the safety and soundness of the savings and
credit cooperative society, or for the safety of the depositors or to determine whether the provisions
of this Act are being duly complied with, require in writing any affiliates, associates, holding

or subsidiary companies or any person who controls a savings and credit cooperative society to
provide the registrar or his or her appointed agent such information or documents as may be
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necessary including the financial statements and other financial records of that affiliate, associate,
holding or subsidiary company or controller within the period specified in the notice.

The registrar may appoint a competent person to carry out an examination of the operations and
affairs of the affiliate, associate, holding or subsidiary company of a savings and credit cooperative
society; or of any person who exercises control over a savings and credit cooperative society in
order to satisff himself or herself that the operations and affairs of the affiliate, associate or holding
or subsidiary company or of the person who exercises control over a savings and credit cooperative
society are not detrimental to the safety and soundness of the savings and credit cooperative
society concerned.

A person who fails, refuses, omits or neglects to provide information requested under subsection (1)
and/or (2) commits an offence and is liable on conviction to a fine not exceeding two hundred and
fifty currency points or imprisonment not exceeding two years or both; and an additional fine not
exceeding fifty currency points for each day on which the offence continues.

Any substantial shareholder or director of a savings and credit cooperative society who—

(a)  being a natural person fails, refuses, omits or neglects to provide information requested for
under subsection (1) or (2) or is a party to such failure, refusal, omission or neglect; or

(b)  being a company fails, refuses, omits or neglects to provide information requested under
subsections (1) or (2) or is a party to such failure, refusal, omission or neglect, shall cease
to be a fit and proper person and shall not remain a substantial shareholder or director in a
savings and credit cooperative society.

[section 55AF inserted by section 25 of Act 5 of 2020]

55AGPrudence and diligence

M

@)

In the conduct of the affairs of a savings and credit cooperative society the board shall exercise
the necessary prudence and diligence and shall be held jointly and severally liable for any losses
sustained through any of their acts which are contrary to this Act, regulations and the bye-laws of
the society or the decisions of any general meeting.

An officer of the savings and credit cooperative society shall not participate in the deliberation or
determination of any question affecting that person's pecuniary interest or the pecuniary interest
of any member of the immediate family of that person or of any company or organization other
than the savings and credit cooperative society in which that person has an interest, in which case
the person shall disclose any conflict of interest to the board.

[section 55AG inserted by section 25 of Act 5 of 2020]

55AHThe credit committee

M
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The board of the savings and credit cooperative society shall appoint a credit committee among its
members consisting of an odd number of not less than three persons, on such terms and conditions
as the byelaws provide.

The credit committee shall be responsible for the general supervision of loans to members, subject
to policies established by the board of the savings and credit cooperative society and approved at
the annual general meeting.

The credit committee shall meet as often as required to consider loan applications.

A loan shall not be granted unless it is approved by a majority of the committee except if approved
by an officer delegated in subsection (5).

The board may appoint officers and delegate to them the power to approve certain loans whose
limits shall be set in their credit policies.
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(6)  Any action taken by an officer delegated under subsection (5) shall be reported to the credit
committee.

(7) A member whose loan application is not approved may appeal against the decision to the board
whose decision shall be final.

(8) A member of the credit committee who defaults on his or her loan obligations, shall cease to be a
member of the committee.
[section 55AH inserted by section 25 of Act 5 of 2020]

55AI.Savings

(1) A savings and credit cooperative society may receive savings from members with demand or fixed
term accounts.

(2)  The terms, rates and conditions of the savings under subsection (1) shall be determined by the
board.

(3) A savings and credit cooperative society shall maintain deposits in a bank or financial institution

supervised by the Bank of Uganda or in securities issued by the Government or by the Bank of
Uganda, for an amount of not less than twenty percent of its total savings and deposits.

[section 55Al1 inserted by section 25 of Act 5 of 2020]

55A].Joint accounts

Two or more members of a savings and credit cooperative society may open up a joint account and such
accounts shall be treated as group accounts.

[section 55A] inserted by section 25 of Act 5 of 2020]

55AKCharge against shares and savings

M

@)

©))

A savings and credit cooperative society shall have a first charge against savings and shares off
and upon any dividend or interest payable to the member, for any debt due to the society from the
member, either as a guarantor or endorser of a loan or any other obligation.

A savings and credit cooperative society may offset any sum credited or payable to a member that is
in arrears.

A savings and credit cooperative society may refuse to allow withdrawals from any savings account
where an account holder is in arrears on a debt to the society.

[section 55AK inserted by section 25 of Act 5 of 2020]

55AL.Dormant accounts

M

@)

&)

“)
)

Where there has been no activity on a savings account for two years, the board may impose a
reasonable maintenance fee on the account.

The society shall give notice of this action under subsection (1) to member, or known interested
parties, at the last known address, allowing at least ninety calendar days for a response.

A maintenance fee may be fixed at a rate that covers administrative costs, but shall not reduce a
member's interest in the society.

The society shall maintain a separate accounting record of all such accounts.

Share and savings accounts, dividends, interest, and other sums due to a member or other person
and held by the society may be presumed abandoned, unless the owner has within five years
contacted the society in person or in writing, or otherwise indicated an interest in the funds.
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(6)

™

The board may credit the abandoned funds to a special reserve fund of the society and thereafter
dividends or interest shall not accrue to a member or other person to whom the property is owing to
the last address shown on the records of the society.

A member or other person may reclaim the abandoned funds by proper judicial proceedings began
within eight years after the society has credited the funds to the special reserve fund, and thereafter
the unclaimed money shall remain in the reserve fund.

[section 55AL inserted by section 25 of Act 5 of 2020]

55AMPurpose and conditions of loans

M

@)

&)

A society may lend money to members for provident or productive purposes, under conditions
provided by the byelaws, lending policies and regulations.

The board may establish written policies approved at the annual general meeting, regarding the
granting of loans including the terms and conditions of repayment, maximum amounts that may be
borrowed, and the acceptable form of security.

A loan shall not be extended to non members.

[section 55AM inserted by section 25 of Act 5 of 2020]

55ANLoan limits and security

M
@)

&)

4

©)

6

Loans may either be secured or unsecured.

In addition to generally accepted forms of security, endorsement of a note by a guarantor or co-
guarantor, assignment of an interest in real or personal property, deposits or wages may be deemed
as security.

The maximum amount that any member and related parties may borrow in the aggregate shall not
exceed ten percent of total assets or twenty five percent of institutional capital, to be amended from
time to time in preserve of the quality of the society assets.

The maximum amount that a savings and credit cooperative society may lend to its staff and board
in aggregate shall not exceed a pre-determined percentage of the cooperative society's total assets
set out in the regulations made under this Act.

All loans to staff and board members should be reported to the full board and disclosed on the face
of the financial statements.

A society, association, partnership, company or other forms of organizations applying for a loan
in a society shall have its directors or leaders pledge as security property held by them in their
individual capacity or some other form of acceptable security.

[section 55AN inserted by section 25 of Act 5 of 2020]

55A0Interest and other charges on loans

M

2

©))

The interest rates on loans shall be determined by the board subject to the limitations imposed by
the registrar.

In addition to interest charged on loans, a savings and credit cooperative society may charge
members reasonable expenses in connection with making, closing, disbursing, extending,
collecting, or renewing of loans.

A savings and credit cooperative society may also assess charges to members, in accordance with
the bye laws, for failure to repay loans in the manner agreed upon.
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(4) A savings and credit cooperative society may participate in any guaranteed loan program of the
Government under the terms and conditions specified in the law providing for such a program.

[section 55A0 inserted by section 25 of Act 5 of 2020]

55AP.Loans to society officials
(1)  Board members and officers shall be subjected to the same loan policy.

(2)  All society employees shall not be advanced loans from the society other than salary advances in
accordance with the human resource policy of the society.

(3)  Board members, employees, and members of the supervisory committee shall not act as guarantors
of loans to members.

[section 55AP inserted by section 25 of Act 5 of 2020]

55AQLoan loss provisions and write-offs

(1)  Loan loss provisions and write offs shall be made in accordance with the generally acceptable
industrial standards for loans.

(2) Notwithstanding subsection (1) a savings and credit cooperative society shall put in place stringent
collection efforts.

(3)  Subject to subsection (3) all security seized shall be pledged and auctioned to recover the loan in
default.

[section 55AQ inserted by section 25 of Act 5 of 2020]

55ARInvestment of society funds
(1)  The funds of the society may be invested in—

(a)  securities or other debt instruments issued or guaranteed by the Government or any agency
of the Government;

(b)  deposits or other account of deposit taking institutions under the Financial institutions Act
2004, Act No. 2 of 2004; or

(c) shares, stocks, deposits in securities and loans to any cooperative society.

(2)  Aninvestment made under this section shall not in the aggregate exceed such proportion of the
total core capital and savings of a society as the registrar may prescribe.

(3) A society shall not purchase or acquire any land or any interest or right in land except as may be
reasonably necessary for the purpose of conducting its savings taking business and where such
investments exist they shall not exceed such proportion of the total assets of the society as the
registrar may prescribe.

[section 55AR inserted by section 25 of Act 5 of 2020]

55AS Reporting to the registrar

(1)  Notwithstanding section 22 of this Act, a savings and credit cooperative shall furnish quarterly
reports to the Registrar on portfolio, operational self sufficiency, risk analysis and sustainability.

(2) A savings and credit cooperative society that contravenes subsection (1) is liable to a civil penalty
not exceeding two hundred shillings payable to the registrar.

[section 55AS inserted by section 25 of Act 5 of 2020]
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55AT.The cooperative central finance fund

(1)  There shall be a cooperative central finance fund into which every registered savings and credit
cooperative shall contribute five percent of it's total equity.

(2)  The cooperative central finance fund shall compensate members of the savings and credit
cooperative society upon liquidation.

(3)  The fund shall be administered by the registrar.
(4)  The fund shall be invested in a commercial bank or such other mode as the registrar may approve.

(5)  Where the fund has been in existence for three years, a registered savings and credit cooperative
may borrow from the fund on terms and conditions determined by the board from time to time.

[section 55AT inserted by section 25 of Act 5 of 2020]

55AUFunctions of the cooperative central finance fund
The functions of the cooperative central finance fund are-

(a)  toaccumulate and prudently manage the liquidity of members of a savings and credit cooperative
society through inter lending and investment services;

(b)  toactas an intermediary for savings and credit cooperative society funds between members and
other central finance funds;

(c)  toobtain liquid funds from other savings and credit cooperative society, financial intermediaries
and other sources; and

(d) to provide payment systems and other services of benefit to its members as may be authorized by its
bye laws.

[section 55AU inserted by section 25 of Act 5 of 2020]

55AV.Sources of finance for the cooperative central finance fund
The cooperative central finance fund may be financed through the following means-

(@) moneys contributed to the cooperative central finance fund by savings and credit societies as shall
be approved by the Registrar;

(b)  investment income accruing to the cooperative central finance fund;
(c)  moneys borrowed for the purposes of the cooperative central finance fund; or
(d) moneys received as donations or grants to the cooperative central finance fund.

[section 55AV inserted by section 25 of Act 5 of 2020]

55AWPowers and privileges of the cooperative central finance fund

The cooperative central finance fund may exercise the powers and privileges of any other saving and credit
cooperative society registered under this Act, except that it may only serve member organizations and not
individuals.

[section 55AW inserted by section 25 of Act 5 of 2020]

55AXExemption of cooperative central finance fund from maintaining reserve fund

(1)  The cooperative central finance fund shall be exempted from the requirement of maintaining a
reserve fund as provided under the regulations made under this Act.
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(2)  Notwithstanding subsection (1) the cooperative central finance fund shall be required to establish
and maintain special reserves in accordance with regulations made by the Minister.

[section 55AX inserted by section 25 of Act 5 of 2020]

55AY.Voluntary liquidation

(1)  Subject to the provisions of this Act relating to liquidation, a savings and credit cooperative society
may liquidate voluntarily and wind its affairs as provided in the regulations.

(2)  Subject to subsection (1) the board-

(a)  shall the adopt a resolution recommending to the members that the savings and credit
cooperative society be liquidated for the reasons indicated but no such liquidation shall be
done without notification to the registrar;

(b)  shall on recommendation of the registrar issue an order temporarily suspending the savings
and credit cooperative society's operations for up to thirty calendar days, if it appears that
a savings and credit cooperative society is bankrupt or insolvent, or that it has willfully
contravened this Act, or it is operating in an unsafe or unsound manner;

(0) shall be given written notice of the suspension, which shall include a list of the reasons for
the suspension and upon receipt of the notice, the savings and credit cooperative society
shall cease all operations, except those allowed by the registrar; and

(d)  may request a hearing to present a plan of proposed corrective action if it desires to resume
operation of the savings and credit cooperative sociery or it may request that the savings and
credit cooperative society, be immediately placed into liquidation and a liquidator shall be
appointed.

[section 55AY inserted by section 25 of Act 5 of 2020]

55AZ Involuntary liquidation

(1)  If the registrar considers that a savings and credit cooperative society is not viable in the long term,
and that there is no suitable or willing merger partner, the registrar may issue an order and appoint
a liquidator for purposes of winding up the savings and credit cooperative society.

(2)  Upon being placed under involuntary liquidation, a savings and credit cooperative society shall
cease all deposit transactions and granting of loans.

(3)  Under the liquidator, a savings and credit cooperative society shall continue in existence in order to
discharge its debts, pay expenses, collect money owed to it and perform all acts required to wind off
its affairs.

(4)  The liquidator shall distribute the assets of the savings and credit cooperative society or proceeds of
disposing the assets as provided in the regulations.

[section 55AZ inserted by section 25 of Act 5 of 2020]

55AADBispute resolution in savings and credit cooperative societies

€)) Subject to the provisions of this Act relating to arbitration under settlement of disputes under Part
X of the Act, the following shall also apply to savings and credit cooperative societies—

(@)  where there is a dispute and the issues involve loan defaults, fraud or misappropriations, the
case shall be immediately referred to the courts by the society.

(b)  the registrar shall prescribe the qualifications of arbitrators to resolve issues in savings and
credit cooperative societies;
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(c)  the board in consultation with the members shall identify the persons to be appointed as
arbitraton under paragraph (b).

[section 55AAA inserted by section 25 of Act 5 of 2020]

55AARBgricultural production and marketing cooperatire societies

M

@)

An agricultural production and marketing cooperative society is a society registered for the purpose
of animal or crop production, purchasing, processing, marketing, distribution and any such activity
for its members as may be provided for in regulations and byelaws made under this Act

An agricultural production and marketing cooperative society is a form of cooperative society
registered to help farmers gain market power by joining as a group to market their crops, increase
their bargaining power by increasing economics of scale and or purchase supplies and services.

[section 55AAB inserted by section 25 of Act 5 of 2020]

55AACQransport cooperative societies

M

@)

A transport cooperative society is a society registered to provide transport and transport related
services to its members.

A transport cooperative society shall discharge any or all of the following functions—

(a)  organize transport facilities along those routes or in those areas in which or in which, the
society may be permitted to operate by the competent authority;

(b)  purchase, hire or sell and maintain in an efficient condition vehicles and motor cycles for the
purpose mentioned above;

(@) establish service and repair shops, run petrol pumps and stock motor vehicles and motor
cycles accessories, spare parts, oils, equipment;

(d)  operate bus stops which may be entrusted to the society;

(e)  toarrange for the insurance of the society's vehicles against damage, passenger or third party
risk;

® own, purchase, erect, repair or take on rent buildings, workshops, stands, go downs, office
premises as may be necessary to carry out the objects of the society, and to acquire land for
the purpose;

(g manage, sell, improve, develop, mortgage, lease, dispose of, take into account or otherwise
deal with all or any part of the property, movable or immovable over which the society has
power of disposal;

(h)  enter into any agreement with the government or authority including an agreement to
supply motor transport vehicles on hire to such authorities and to obtain from them all
rights, concessions and privileges, that may seem useful to the society's objects or any of
them and to give any guarantee or indemnity as may be expedient for the above purpose;

@) undertake welfare activities particularly for the members and employees and their childrcn
for the promotion of their moral, educational and physical improvement; and

) undertake other measures designed to encourage in the members the spirit and practice of
thrift, self help and mutual help, and to do all such things as are incidental or conducive to
the attainment of any or all of the fore going objects.

[section 55AAC inserted by section 25 of Act 5 of 2020]
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55AAHousing cooperative societies

M

@)

©))

A housing cooperative society is a society registered to provide housing facilities and housing
related needs to its members.

A housing cooperative society shall discharge any or all of the following functions—
(@)  buy or acquire land and property by purchase, lease exchange, gift or otherwise;

(b) lay out land to suit the requirements of the society in the form of roads, parks, play grounds,
schools, hospitals, markets, post offices, cinemas and other social amenities, in accordance
with the goveming laws;

(c) lay out land sites for the benefit of the members of the society;

(d)  construct or cause to be constructed buildings or other works of a common utility to the
society, namely—

@) build houses for members on land owned by them and recover the cost in
installments;

(i)  build or cause to be built residential houses or other buildings for the members;
(iii)  purchase land for members, build houses on it; and

(iv)  build houses on land belonging to the society for purposes of renting or leasing them
to members;

(e)  hold, sell, mortgage, lease out on hire or hire-purchase system, or otherwise dispose of land,
houses, house sites, buildings and all other properties moveable and immovable as may be
necessary for carrying out of the objectives of the society;

) raise and borrow funds required for the business of the society;
(g)  repair, alter or otherwise deal with the building of the society;

(h)  establish and maintain social, recreational, educational, public health or medical institutions
for the benefit of the members;

@) encourage in members a spirit and practice of thrift, mutual help and self-help; and

0] do all such things as are incidental or conducive to the attainment of any or all of the above
objects.

The functions of the Housing Cooperative Society under this Act are subject to the land Act Cap
227, National Environment Act Cap 153, Condominium Property Act, 2001, Act No. 4 of 2001,
Electricity Act, 1999, Cap 145 and any other law with direct or indirect relation with housing.

[section 55AAD inserted by section 25 of Act 5 of 2020]

55AAEnergy cooperative society

M

2

An energy cooperative society is a registered society formed for the purpose of generating,
transmitting, distributing, sale or use of energy or power; both on-grid and off-grid, amongst its
members.

An energy cooperative society shall discharge any or all of the following functions—

(a)  providing a framework for the efficient and sustainable production, distribution and
marketing of both on grid and off grid energy to members;

(b)  promoting generation of energy at household level and consumption of such energy for
improved social economic livelihoods;
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(©) improve access to quality, reliable and affordable energy services for members’ economic,
social and household uses;

(d)  promote energy efficiency and conservation among members;
(e)  promote diversification of energy supply sources amongst the members;

(f)  harness opportunities offered under clean development mechanisms and other mechanisms
including, but not limited to, carbon credit trading to promote the development and
exploitation of renewable energy sources;

(g)  identify areas in which new and renewable energy products and services need to be deployed;

(h)  ensure that prudent environmental, social, health and safety considerations are factored in
the operations of the society;

@) perform any other function that is incidental or consequential to the fore going functions, or
as may be conferred on it by any other law.

[section 55AAE inserted by section 25 of Act 5 of 2020]

55AAHealth cooperative societies

M

@)

A health cooperative society is a registered society formed to establish and operate plans or
programs for health care, including hospital care, for their members and their members' dependents
through contracts with physicians, medical societies, chiropractors, optometrists, dentists, dental
societies, hospitals, podiatrists, and other health operators.

A health cooperative society shall discharge any or all of the following functions—
(a)  establish, maintain, and operate health, dental, or vision care plan or plans;

(b)  construct, operate, and maintain hospitals or other facilities whare health care is given,
dental, or vision care, is provided to its members and to other persons or groups of persons
who become subscribers to the plans, under contracts;

(c)  to provide appliances to medical, surgical, chiropractic, vision, dental or hospital care, other
health care services;

(d)  to provide appliances, and supplies, by physicians and surgeons, podiatrists, optometrists
chiropractors, dentists and other health care providers in their offices, in hospitals, in other
facilities, and in the home, through contracts with the healthcare providers.

[section 55AAF inserted by section 25 of Act 5 of 2020]

55AAGonsumer cooperative societies

@

@)

A consumer cooperative society is a registered society for the purpose of purchasing, procuring,
processing, exchanging, hiring and dealing in goods, wares and merchandise including food,
clothing, household goods, fuel and other necessities for individual or family consumption or use,
as well as agricultural inputs for sale.

A consumer cooperative society shall discharge any or all of the following functions—

(a)  collect and disseminate necessary marketing intelligence for the benefit of its members
and to undertake research work and studies in connection with the consumer cooperative
movement;

(b)  render technical guidance and assistance to its members in grading, packaging,
standardization, bulk-buying, storing, pricing, account keeping, other business techniques
and management methods to improve and increase their operation and management
efficiency;
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©
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®

(h)

@
0
(k)
)

establish testing laboratories for testing of consumer goods in general and making such
services available for members;

hold seminars, conferences, meetings and to undertake publicity, propaganda and similar
other activities as may help the development of consumers’ cooperative movement in the
country;

establish trade connections with manufacturers, their authorized distributors and dealers
and to undertake purchase, sale and supply of agricultural commodities, manufactured and
value added items and other consumer goods;

undertake supply of goods in wholesale and retail to its members;

establish, run or sponsor processing of agricultural commodities and manufacturing units for
the production of consumer goods, if necessary, in collaboration with other agencies;

secure from the Government or other sources requisite facilities, assistance and financial aid,
both for its members;

acquire property and equipment for its activities;

act as agents of cooperative institutions or any other business enterprises for the purpose of
sale, storage and distribution of consumer goods;

to organize cooperative education programs for members; and

do all such things and take such steps as are incidental or conducive to the attainment of
any or all the objects, in cooperation with other cooperatives and other agencies, where
necessary, within and outside Uganda.

[section 55AAG inserted by section 25 of Act 5 of 2020]

55AAHdustrial cooperative societies

(1)  Anindustrial cooperative society is a society registered to produce, prepare, process or manufacfure
of goods, wares and merchandise for direct sale or under contract and may include artisans,
craftsmen, contracting societies and producers of natural products.

(2)  Anindustrial cooperative society shall discharge any or all of the following functions—

(@

(b)

©

(d

produce, prepare, adapt, process or manufacture goods, wares and merchandise from
materials of every description for direct sale or under contract;

undertake contracts or sub-contracts by providing labour and technical services, materials,
and equipment for land clearance or reclamation, and construction, construction of
industrial plants, public utilities or facilities for the development of natural resources, and
for the maintenance of buildings, plants and public utilities;

provide, the necessary materials, equipment, facilities and services to enable members and
their families to produce, prepare, adapt or process goods, wares and merchandise in their
homes either for individual sale by each member or for sale by or through the society; and

render services to its members as contractors or as producers, processors and manufacturer
of goods, wares and merchandise which are ancillary to their operations or activities.

(3)  Industrial cooperative societies for natural products shall perform the following functions—

(@

purchase, hire or otherwise acquire, maintain and operate boats and other equipment to be
used in group fishing by all or each member on an individual basis and market fish and fish
products;
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(b)  obtain or provide equipment contracts and management services for the production and
marketing of pulp wood, fuel wood, timber, lumber and other forest products delivered
wholly or particularly from them;

(c) obtain prospect, exploration and mining licenses and obtain or provide equipment, contracts
and management services to provide for development, utilization and disposal of the
products of any mine.

[section 55AAH inserted by section 25 of Act 5 of 2020]

55AAMultipurpose cooperative societies

M

@)

©))

For purposes of carrying out more than one activity or objective, a society may be registered by the
registrar as a multipurpose cooperative society.

A society referred to in subsection (1) shall clearly state in its proposed byelaws the activities and
objects at registration.

A society registered with more than one objective may by majority vote at an annual general
meeting amend it's objectives to multipurpose.

[section 55AAI inserted by section 25 of Act 5 of 2020]

55AAFormation of other cooperatives

56.

57.

For the avoidance of doubt, this Part shall not prejudice the formation of cooperatives other than those
mentioned.

[section 55AA] inserted by section 25 of Act 5 of 2020]

Part VIII - Dissolution of a registered society

Cancellation of registration after inquiry or inspection

M

@)

&)

4

If the registrar, after holding an inquiry under section 52 or after making an inspection under
section 53, or on receipt of an application made by two-thirds of the members of a registered
society, is of the opinion that the society ought to be dissolved, he or she may make an order for the
cancellation of registration of the society.

Any member of a registered society may, within two months from the date of an order made under
subsection (1), appeal from the order to the board.

Where no appeal is presented within two months from the making of an order under subsection

(1) cancelling the registration of a society, the order shall take effect on the expiry of that period;
where an appeal is presented within two months, the order shall not take effect until it is confirmed
by the board.

No registered society shall be wound up, except by an order of the registrar.

Cancellation for other reasons

@

The registrar may, on his or her motion, by order in writing, cancel the registration of any society, if
satisfied that—

(a)  the registration was obtained by fraud or mistake;
(b)  the society exists for an illegal purpose;

(c)  the society has wilfully, after notice by the registrar, contravened any of the provisions of this
Act, the regulations or the byelaws;
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58.

59.

60.

61.

62.

(d)  the society is no longer operating in accordance with cooperative principles;
(e)  the number of members of the society has fallen below the minimum required by this Act; or

) the society has not commenced operations or has ceased to operate for two consecutive
years.

(2) A society shall liquidate when two-thirds of its share capital has been lost, unless it can convince
the registrar that the loss will be made good within six months from the date of discovery of the
insolvency.

(3)  An appeal against an order made under subsection (1) or (2) shall be lodged with the board within
two months from the date of receipt of the order.

Winding up

(1)  Where the registrar, after an inquiry has been held under section 52, is of the opinion that the
society ought to be wound up, he or she may make an order directing it to be wound up and may
appoint a liquidator for the purpose and fix his or her remuneration which shall be paid out of the
funds of the society.

(2)  Where no liquidator is appointed, the assets and liabilities of the society shall vest in the registrar.

Application of the Companies Act, etc.

(1)  Upon the winding up of any registered society, the provisions of the Companies Act mentioned in
the Second Schedule to this Act shall, subject to the modifications mentioned in subsection (2), by
statutory order, apply in relation to the society as if those provisions had been expressly enacted in
this Act.

(2)  For the purposes of this Act, the provisions of the Companies Act mentioned in the Second

3 &

Schedule to this Act shall have effect as if for references to “company”, “the commencement of the

9

winding up”, “winding up order”, “contributor” and “director”, “manager or other officer”, there

» &

were substituted references to “society”, “the date of dissolution”, “order for the cancellation of the

»

registration of a society”, “member of a society” and “officer or manager of a society”, respectively.

Effective date of cancellation

Where the registration of a society is cancelled, the society shall cease to exist as a corporate body as from
the date of dissolution.

Copy of order to be filed by the registrar

On the making of an order to cancel the registration of a society, a copy of the order shall be placed in the
file maintained by the registrar in respect of the society and gazetted and published in at least one of the
newspapers in Uganda.

Appointment of a liquidator

Where the registration of a society is cancelled under section 56 or 57, the registrar may appoint one or
more persons to be a liquidator or liquidators of the society, and all the property of the society shall vest in
the liquidator or liquidators with effect from the date of dissolution.
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63. Powers of a liquidator

A liquidator appointed under section 62 shall, subject to the guidance and control of the registrar and to
any limitation imposed by the registrar or by an order made under section 64, have the following powers—

@)

(b)

©
(d)

(e)

®
®
(h)

1)
(k)

)

(m)
()

to appoint a day, in the manner prescribed by regulations made under this Act, before which the
creditors whose claims are not already recorded in the books of the society shall state their claims
for admission or be excluded from any distribution made before they have proved them;

to institute and defend suits and other legal proceedings by and on behalf of the society by his or
her name of office and appear in court as a litigant in person on behalf of the society;

to refer disputes to arbitration in the manner prescribed by regulations made under this Act;

to determine from time to time the contributions to be made by the members and past members,
and by the estate of deceased members of the society, respectively, to the assets of the society;

to investigate all claims against the society and, subject to this Act, decide questions of priority
arising between claimants;

to call such meetings of members as may be necessary for the proper conduct of the liquidation,;
to sell the assets of the society;

to carry on the business of the society so far as may be necessary for the proper liquidation of the
affairs of the society;

to determine from time to time by what persons and in what proportion the costs of the liquidation
are to be borne;

to take possession of the books, documents and assets of the society;

to arrange for the distribution of the assets of the society in a convenient manner when a scheme of
distribution has been approved by the registrar;

to give such directions in regard to the disposal of the books and documents of the society as may
appear to him or her to be necessary for winding up the affairs of the society;

to compromise, with the approval of the registrar, any claim by or against the society; and

to apply to the registrar for his or her discharge from the duties of liquidator after completion of the
liquidation proceedings.

64. Powers of the registrar in liquidation

M

A liquidator shall exercise his or her powers subject to powers of control and revision by the
registrar who may—

(a)  rescind or vary any order made by a liquidator and make whatever new order is required;

(b)  remove a liquidator from office and appoint a new liquidator;

(0) call for all books, documents and assets of the society;

(d) by order in writing, limit the powers of a liquidator under section 63;

(e)  require accounts to be rendered to the registrar by the liquidator at the registrar’s discretion;

) procure the auditing of the liquidator’s accounts and authorise the distribution of the assets
of the society;

(g) make an order for the remuneration of the liquidator;
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65.

66.

67.

@)

(h)  grant a discharge to the liquidator on application by him or her after completion of the
liquidation proceedings;

@) require any member of a society and any trustee, banker, receiver, agent or officer of the
society to pay, deliver, convey, surrender or transfer immediately, or within such time as he
or she shall direct, to the liquidator any money, property or books and papers in his or her
hands to which the society is prima facie entitled;

G§) appoint a special manager of the business of a society whose registration has been cancelled
and determine his or her remuneration and what, if any, security he or she shall give for the
proper performance of his or her duties; or

(k)  refer any subject of dispute between a liquidator and any third party to arbitration if that
party shall have consented in writing to be bound by the decision of the arbitrator.

The decision of an arbitrator on any matter referred to him or her under subsection (1)(k) shall be
binding upon the parties and shall be enforceable in like manner as an order made by the registrar
under subsection (1)(a).

Appeal against an order of a liquidator or the registrar

Any person aggrieved by an order of a liquidator or the registrar given under section 63 or 64(1)(a) may
appeal against the order to the board whose decision shall, subject to section 75, be final.

Closure of liquidation

@

2

&)

In the liquidation of a society whose registration has been cancelled, the funds, including the
reserve fund, shall be applied first to the costs of liquidation, including the remuneration of the
liquidator, then to the discharge of the liabilities of the society, then to the payment of the share
capital and then, if the byelaws of the society so permit, to the payment of a dividend at a rate not
exceeding 10 percent per year for any period for which no disposal of the net surplus was made.

When the liquidation of a society has been closed, the claim of any creditor of that society who has
not received what is due to him or her under the approved scheme of distribution shall be barred by
prescription on the expiry of one year from the date of the order cancelling the registration of the
society.

Any surplus remaining after the application of the funds to the purposes specified in subsection (1)
and any sums unclaimed under subsection (2) shall—

(a)  be distributed among the members at the time of dissolution (or their legal personal
representatives) in proportion to the value of the business of each such member with the
society during the three years immediately preceding the date of dissolution or, if the society
has not existed for such period, during the existence of the society or if the society has done
no business during these three years, then in proportion to the share capital held by them at
such date;

(b)  ifitis impracticable to make a distribution in accordance with paragraph (a) whether
through insufficiency of funds or otherwise, be paid, (either in whole or as to any residue of a
partial distribution) into a central fund as the registrar may determine.

Commission of offences under the Companies Act

If the liquidator of a society whose registration has been cancelled alleges that any of the offences
mentioned in section 322, 323, 324, 325, 326 or 327 of the Companies Act has been committed, he or
she shall report the facts to the registrar who shall forward a copy of the report to the Director of Public
Prosecutions for the institution of such proceedings as may be necessary.
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68.

69.

70.

71.

72.

Convicted officers not to be officers of a society

M

@)

Any person convicted of an offence under this part of this Act shall not be an officer of a
registered society or in any way, whether directly or indirectly, be concerned in or take part in the
management of a society for five years from the date he or she is released from prison or he or she
pays a fine.

Any person acting in contravention of this section commits an offence and is liable on conviction to
imprisonment for a period not exceeding two years.

Offences

Offences under this Part of this Act shall be cognisable by a court presided over by a chief magistrate or a
magistrate grade I having jurisdiction over the place in which the alleged offence was committed.

Part IX - Surcharge and attachment

Powers of the registrar to surcharge officers, etc.

M

@)

&)

Where it appears that any person who has taken part in the organisation or management of a
registered society or any past or present officer of the society has misapplied or retained or become
liable or accountable for any money or property of that society or has been guilty of misfeasance

or breach of trust in relation to the society, the registrar may, on his or her own motion or on the
application of the liquidator or of any creditor or member, examine into the conduct of that person
and make an order requiring him or her to repay or restore the money or property or any part of
the money or property with interest at such rate as the registrar thinks just or to contribute such
sum to the assets of the society by way of compensation in regard to the misapplication, retainer,
dishonesty or breach of trust as the registrar thinks just.

Any monies (including interest) awarded by an order made under subsection (1) to be repaid or
contributed to a registered society shall, without prejudice to any other mode of recovery, be a civil
debt recoverable summarily in any competent court.

This section shall apply notwithstanding that the act in respect of which the registrar has made
an order under subsection (1) may constitute an offence under any other law for the time being in
force.

Appeal to the Minister

Any person aggrieved by an order of the registrar made under section 70 may appeal to the Minister within
twenty-one days from the date of that order, and the decision of the Minister shall, subject to section 75,
be final.

Attachment of property

Where the registrar is satisfied that any person, with intent to defraud or delay the execution of any order
which may be made against him or her under section 63 or 70, or of any decision that may be given in a
dispute referred to the arbitrators under this Act and for the time being in force, is about to dispose of the
whole or any part of his or her property, the registrar may, unless adequate security is furnished, order the
conditional attachment of that property, and the attachment shall have the same effect as if made by a
competent court.
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Part X - Settlement of disputes

73. Settlement of disputes

M
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(11

If any dispute touching the business of a registered society arises—

(a) among the members, past members and persons claiming through the members, past
members and deceased members;

(b)  between a member, past member or person claiming through a member, past member or
deceased member, and the society, its committee or any officer or past officer of the society;

(c)  between the society or its committee and any officer or past officer of the society; or
(d)  between the society and any other registered society,
the dispute shall be referred to an arbitrator or arbitrators for decision.

A claim by a registered society for any debt or demand or demand due to it from a member, past
member or the nominee, heir or legal representative of a deceased member, whether the debt or
demand be admitted or not, shall be deemed to be a dispute within the meaning of subsection (1).

The parties to a dispute may agree upon an arbitrator or arbitrators for purposes of deciding the
dispute.

Where there is failure of agreement upon an arbitrator or arbitrators, each party shall appoint one
arbitrator, and the two appointed arbitrators shall appoint a third arbitrator to decide the dispute.

If a party fails to appoint an arbitrator as required under subsection (4) within thirty days of receipt
of a request to do so from the other party, or if the two arbitrators fail to agree on a third arbitrator
within thirty days of their appointment, the appointment shall be made, upon request of either
party, by the general secretary of the Uganda Cooperative Alliance Ltd.

If an appointed arbitrator refuses or neglects to act, or is incapable of acting or dies or is removed,
the parties shall fill the vacancy.

If the parties fail to fill the vacancy under subsection (6) within seven days from the date the
vacancy occurs, either party may apply to the general secretary of Uganda Cooperative Alliance
Ltd. to fill the vacancy which he or she shall do after giving the other party an opportunity of being
heard.

The provisions of the Arbitration and Conciliation Act shall, to the extent that they are not
inconsistent with this Act, apply to an arbitration under this Act.

Any party aggrieved by an award made under this section may appeal from it to the board within
two months from the date of the award.

An arbitrator appointed under this section may—

(@) summon witnesses and call for any accounts, books, documents or any information which he
or she considers relevant to the matter in question;

(b)  administer an oath or affirmation to any witness giving evidence before him or her;
(0) refer any point of law to the High Court for its decision; and
(d) amend the terms of the order of reference with the consent of the two parties to the dispute.

When an arbitrator has made an award, he or she shall sign it and shall give notice to the parties of
the making of the award and of the amount of the fees and charges payable to him or her in respect
of the arbitration and award.
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(12)

(13)

(14)

(15)

(16)

)

(18)

An arbitrator or arbitrators shall, at the request of any party to the arbitration or any person
claiming under him or her, and upon payment of the fees and charges due in respect of the
arbitration and award, and of the costs and charges of filing the award, cause the award or a
signed copy of it to be filed in the court; and notice of the filing shall be given to the parties by the
arbitrator.

Where an arbitrator or arbitrators refer a case to court on a point of law under (10)(c), the court
shall make its decision; and if the decision affects the amount of the award, it shall be increased or
reduced, as the case may be, and the court shall execute the award as soon as possible.

The award of an arbitrator or arbitrators under this section shall, if no appeal is preferred to the
board under subsection (9) or if an appeal is abandoned or withdrawn, be final and shall not be
called in question in any court and shall be enforced in the same manner as if the award had been a
judgment of a court.

Notwithstanding this section, any debt arising out of embezzlement, loss of cash or
misappropriation of a cooperative society’s funds shall not be the subject of settlement by
arbitration, but shall be referred by an arbitrator to a competent court for settlement.

Subsections (1) to (5) shall not apply to the Cooperative Bank Limited, for the purpose of
transacting banking or credit institution business in as far as the matter relates to that business.

The general secretary of the Uganda Cooperative Alliance Ltd. may take administrative steps to
cause a society indebted to the Cooperative Bank Limited to pay without recourse to the court.

The Uganda Cooperative Alliance Limited shall report to the registrar of cooperatives.

[subsection (18) added by section 26 of Act 5 of 2020]

74. Protection of an arbitrator

No matter or thing done by an arbitrator or arbitrators under section 73 shall, if it is done bona fide for the
purpose of executing any provisions of that section, subject the arbitrator to any civil liability.

75. Appeal to the court from the decision of the board

M

@)

A person aggrieved by the decision of the registrar under section 73 or by virtue of any other
provisions of this Act may apply to court for redress.

[subsection (1) substituted by section 27 of Act 5 of 2020]

The Chief Justice may make rules of court regulating the procedure and practice of the hearing of
appeals by a court under this section.

76. Legal representative not allowed before an arbitrator

A party to a dispute under section 73 shall not engage a legal representative before an arbitrator or
arbitrators except on a reference to the court on a point of law, on an appeal from a decision of the board
under section 75 or at the filing of the award to the court.

Part XI - General

77. Remuneration of officers

M

No officer or member of a registered society shall receive any remuneration, salary, commission
or other payment from the society for services rendered to the society unless the society has after
consultation with the registrar by resolution passed at a general meeting of the society, approved
the payment of that remuneration, salary, commission or other payment.
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No officer or member of a registered society shall receive any remuneration, salary, commission
or other payment from any person other than the society in respect of any business or transaction
entered into by the society; but that in special circumstances the society may, after consultation
with the registrar, by a resolution passed at a general meeting of the society, consent to such
remuneration, salary, commission or other payment being made.

Any officer or member of a registered society who receives any remuneration, salary, commission

or other payment in contravention of subsection (1) or (2) commits an offence and is liable on
conviction to a fine not exceeding twenty thousand shillings or to imprisonment for a period not
exceeding six months or to both and shall, if convicted for contravening subsection (1), be ordered
to repay the remuneration, salary, commission or other payment received from the society; and
default in that payment shall be treated in the same manner as default in paying a fine imposed by a
competent court.

Notwithstanding subsections (1) and (2), where in the opinion of the registrar a registered society
has improperly paid or consented to the payment to an officer or member of any remuneration,
salary, commission or other payment, the registrar may report the matter to the board.

If the board is of the opinion that the remuneration, salary, commission or other payment has been
improperly paid, or payment has been improperly consented to, it may, by order published in the
Gazette, declare that the society shall not, for a period to be stated in the order, pay or consent to
the payment to an officer or member of the society of any such remuneration, salary, commission or
other payment except with the approval of the registrar.

Any society which contravenes any such order and any officer or member who is knowingly a party
to such contravention commits an offence and is liable on conviction to a fine not exceeding two
thousand shillings or to imprisonment for a period not exceeding six months or to both.

78. Prohibition of the use of the word “cooperative”

M

@)

No person other than a registered society shall trade or carry on business under any name or title of
which the word “Cooperative” is part without the sanction of the registrar.

Any person who contravenes this section commits an offence and is liable on conviction to a
fine not exceeding ten thousand shillings for each day on which the offence is continued after
conviction for the offence.

79. Regulations

@

@)

The Minister in consultation with the board shall make regulations for carrying out the provisions
of this Act.

In particular and without prejudice to the generality of the foregoing power, those regulations may

(a)  prescribe the forms to be used and the conditions to be complied with in the making
of applications for the registration of a society and the procedure in the matter of such
applications;

(b)  prescribe the matters in respect of which a society may or shall make byelaws and for the
procedure to be followed in making, altering and rescinding byelaws and the conditions to be
satisfied prior to such making, altering or rescinding;

(0) prescribe the conditions to be complied with by persons applying for admission or admitted
as members and provide for the election and admission of members and the payment to be
made and the interests to be acquired before the exercise of the right of membership;

(d)  regulate the manner in which funds may be raised by means of shares or debentures or
otherwise;
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provide for general meetings of the members and for the procedure at those meetings and
the powers to be exercised by those meetings;

provide for the appointment and minimum qualifications of members of a committee, the
suspension and removal of members of a committee and other officers, the procedure at
meetings of a committee and the powers to be exercised and the duties to be performed by a
committee and other officers;

provide for audit of the accounts and books to be kept by a society and the charges, if any, to
be made for the audit;

provide for the form of the final accounts and the balance sheet to be prepared annually and
any other statements and schedules relating to them;

provide for the establishment of a supervision and audit fund;

provide for the periodical publication of a balance sheet showing the assets and liabilities of
a society;

provide for the persons by whom and the form in which copies of entries in books of societies
may be certified;

provide for the inspection of documents and registers at the registrar’s office and the fees to
be paid therefor and for the issue of copies of those documents or registers;

provide for the formation and maintenance of a register of members and, where the liability
of members is limited by shares, of the register of shares;

provide for the resignation and expulsion of members and for the payments, if any, to be
made to members who resign or are expelled and for the liabilities of past members;

provide for the mode in which the value of a deceased member’s interest shall be ascertained
and, subject to section 38, for the nomination of a person to whom that interest may be paid
or transferred,;

provide for the mode in which the value of the interest of a member who has become of
unsound mind and incapable of managing his or her affairs shall be ascertained and for the
nomination of any person to whom that interest may be paid or transferred;

fix the conditions under which a society may grant loans to its members and the maximum
amount of such loans and prescribe the payments to be made and the conditions to be
complied with by members applying for loans, the period for which the loans may be made
and the amount which may be lent to an individual member;

provide for the manner of formation and maintenance of reserve funds and the objects to
which those funds may be applied and for the investment of any funds under the control of
the society;

prescribe the extent to which a society may limit the number of its members;

prescribe the conditions under which accumulated funds may be distributed to the members
of a society with unlimited liabilities and, subject to section 46(2), prescribe the maximum
rate of dividend which may be paid by societies;

prescribe the procedure to be followed in appeals made to the registrar or the board under
this Act;

prescribe the accounts and books to be kept by a society;

prescribe the returns to be submitted by a society to the registrar and the person by whom
and the form in which those returns shall be submitted;

prescribe the fees to be paid on applications, registrations and other acts undertaken by the
registrar or his or her representative under this Act; and
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(y)  prescribe anything required by this Act to be prescribed.

In any case where the registrar is satisfied that a substantial number of members of any society
are unacquainted with the English language, he or she may cause any regulations made under this
section to be translated into a language with which those members are acquainted and to be made
known to them in a manner customary for the community to which those members belong; but on
any matter of interpretation the English version of the regulations shall prevail.

80. Offences and penalties

81.

82.

M
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It shall be an offence under this Act if—

(a)  aregistered society or an officer or a member of a registered society fails to do or to allow to
be done any act or thing which is required to be done by this Act or by any regulations made
under this Act;

(b)  aregistered society or an officer or a member of a registered soceity does anything prohibited
by this Act or by regulations under this Act;

(c)  aregistered society or an officer or a member of a registered society knowingly neglects or
refuses to do any act or to furnish any information required for the purposes of this Act by
the registrar or any person duly authorised in that behalf by the registrar;

(d) aregistered society or an officer or member of a registered society knowingly makes a false
return or furnishes false information;

(e)  any person knowingly or without reasonable excuse disobeys any summons, requisition or
lawful order issued under this Act or does not furnish any information lawfully required from
him or her by a person authorised to do so or which he or she is required to furnish under
this Act;

(f)  any person acts or purports to act as an officer of a registered society when not entitled to do
s0; or

(g) aregistered society or an officer or member of a registered society knowingly performs any
act which requires the consent or approval of the registrar without having first obtained such
consent or approval.

Every society, officer or member of a registered society or other person guilty of an offence under
this section is liable on conviction, where no other penalty is provided under this Act, to a fine not
exceeding five thousand shillings or to imprisonment for a period not exceeding six months or to
both.

Penalty for soliciting violation of contracts

Any person, firm or company having knowledge or notice of the existence of a contract described in
section 31, who or which solicits or persuades or assists any person to sell or deliver produce in violation
of that contract commits an offence and is liable on conviction to a fine not exceeding five thousand
shillings for each offence and shall, in addition, be ordered to pay the society concerned such damages as
the court may see fit.

Application of other laws

M
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Nothing in this Act shall be deemed to relieve any society from any of its obligations under any
other laws governing or regulating its business activities.

Where those laws conflict with this Act, the Act shall be construed with such modifications,
adaptations and qualifications as are necessary to enable the society to conform to the laws
governing or regulating its business activities.
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83. Certain laws not to apply
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The provisions of the Companies Act, other than those mentioned in sections 59 and 67, and of the
Business Names Registration Act shall not apply to a registered society.

Notwithstanding the Trade Unions Act, no registered society shall be deemed to be a trade union.

Part XII - Training

[Part XII inserted by section 28 of Act 5 of 2020]

84. Training of cooperative society members
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There shall be training of cooperative officers, staff and members of committees of the cooperative
societies in Kigumba Cooperative College, Tororo Cooperative College and any other cooperative
training institution;

These colleges shall be managed and run by the Ministry responsible for cooperatives;
The education fund shall be applied to the development of these colleges;

These colleges shall develop the cooperative knowledge, to be applied even to the last member of
the cooperative society and any other incidentals in relation to cooperative education.

[section 84 inserted by section 28 of Act 5 of 2020]

First Schedule

Registration of charges

1. Voiding of certain charges created by a registered society

M
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Subject to this Schedule, every charge to which this paragraph applies created by a registered
society shall, so far as any security on the society’s property is conferred by the charge, be void
against the liquidator and any creditor of the society unless the particulars of the charge prescribed
by regulations made under this Act, together with the instrument, if any, by which the charge

is created or evidenced, or a copy of the instrument verified in the manner prescribed by the
regulations made under this Act, are delivered to the registrar for registration within thirty days
after the date of the creation of the charge; but without prejudice to any contract or obligations for
when a charge becomes void under this paragraph, the money secured thereby shall immediately
become payable.

This paragraph applies to the following charges—
(@)  acharge for the purpose of securing any issue of debentures;

(b)  acharge created or evidenced by an instrument which, if executed by an individual, would
require registration as a bill of sale;

(©) a charge on immovable property, wherever situated, or any interest in that property;
(d)  acharge on book debts of the society;
(e) afloating charge on the property of the society.

Where a negotiable instrument has been given to secure the payment of any book debts of a
registered society, the deposit of the instrument for the purpose of securing an advance to the
society shall not for the purposes of this paragraph be treated as a charge on those book debts.

By Laws.Africa and contributors. Licensed under CC-BY. Share widely and freely. 56


https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://resolver.laws.africa/resolve/akn/ug/act/2020/5
https://edit.laws.africa/widgets/pdf-attribution
https://edit.laws.africa/widgets/pdf-cc-by

Cooperative Societies Act Uganda

“)

©)

M

@)

&)

M

2

M

@)

&)

“)

The holding of debentures entitling the holder to a charge on immovable property shall not for the
purpose of this paragraph be deemed to be an interest in immovable property.

In this Schedule, “charge” includes a mortgage and a letter of hypothecation.

Duty of society to register charges created by society

A registered society shall send to the registrar for registration the particulars of every charge
created by the society to which paragraph 1 of this Schedule applies, but registration of any charge
may be effected on the application of any person interested in the charge.

Where registration is effected on the application of some person other than the society, that person
shall be entitled to recover from the society the amount of any fees properly paid by him or her to
the registrar of registration.

If any registered society makes default in sending to the registrar of registration the particulars of
any charge to which paragraph 1 of this Schedule applies created by the society, then, unless the
registration has been effected by some other person, the society and every officer and member of
the society who is knowingly a party to the default commits an offence and is liable on conviction to
a fine not exceeding five hundred shillings for every day during which the default continues.

Duty of society to register charges existing on property acquired

Where a registered society acquires any property which is subject to a charge to which paragraph

1 of this Schedule would apply if the charge had been created by the society after the acquisition

of the property, the society shall cause the particulars of the charge prescribed by regulations

made under this Act, together with a copy (certified in the manner prescribed by regulations made
under this Act to be a correct copy) of the instrument, if any, by which the charge was created or is
evidenced, to be delivered to the registrar for registration within thirty days after the date on which
the acquisition is completed.

If default is made in complying with this paragraph, the society and every officer who is in default
commits an offence and is liable on conviction to a fine not exceeding five hundred shillings.

Register of charges

The registrar shall keep, with respect to each registered society, a register in the form prescribed
by regulations made under this Act of all charges requiring registration under this Schedule and
shall, on payment of the fee prescribed by regulations made under this Act, enter in the register
with respect to any such charge the following particulars—

(a)  if the charge is a charge created by the society, the date of its creation and if the charge
was a charge existing on property acquired by the society, the date of the acquisition of the
property;

(b)  the amount secured by the charge;
(c) short particulars of the property charged; and
(d)  the person entitled on the charge.

The registrar shall issue a certificate under his or her hand of the registration of any charge
registered under this Schedule, stating the amount thereby secured, and the certificate shall be
conclusive evidence that the requirements of this Schedule as to registration have been complied
with.

The register kept under this paragraph shall be open to inspection by any person on payment of the
fee prescribed by regulations made under this Act.

The registrar shall keep a chronological index, in such form and containing such particulars as may
be prescribed by regulations made under this Act, of the charges entered in the register.
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10.

Endorsement of certificate of registration or debentures

(1)  Every registered society shall cause every certificate of registration issued under paragraph 4 of
this Schedule to be endorsed on every debenture or certificate of debenture stock which is issued
by the society, and the payment of which is secured by the charge so registered; but nothing in this
subparagraph shall be construed as requiring a society to cause a certificate of registration of any
charge so given to be endorsed on any debenture or certificate of debenture stock issued by the
society before the charge was created.

(2)  If any person knowingly and wilfully authorises or permits the delivery of any debenture or
certificate of debenture stock which under this paragraph is required to have endorsed on it a
certificate of registration without the certificate being so endorsed upon it, he or she, without
prejudice to any other liability, commits an offence and is liable on conviction to a fine not
exceeding one thousand shillings.

Entry of satisfaction

The registrar may, on evidence being given to his or her satisfaction that the debt for which any registered
charge was given has been paid or satisfied, order that a memorandum of satisfaction be entered on the
register, and shall, if required, furnish the society with a copy of it.

Rectification of register of charges

The registrar on being satisfied that the omission to register a charge within the time required by this

Act, or that the omission or misstatement of any particular with respect to any such charge or in the
memorandum of satisfaction was accidental or due to inadvertence or some other good cause, or is not

of a nature to prejudice the position of creditors or members of the society, or that on other grounds, it is
just and equitable to grant relief, may, on the application of the registered society or any person interested
and on such terms and conditions as seem to the registrar just and expedient, order that the time for
registration shall be extended or, as the case may be, that the omission or misstatement shall be rectified.

Registration of the appointment of receiver

(1)  If any person obtains an order for the appointment of a receiver or manager of the property of
a registered society, or appoints such a receiver or manager under any powers contained in any
instrument, he or she shall, within seven days from the date of the order or of the appointment
under those powers, give notice of the fact to the registrar, and the registrar shall, on payment of
the fee prescribed by regulations made under this Act, enter the fact in the register of charges.

(2)  Where any person appointed receiver or manager of the property of a registered society under the
powers contained in any instrument ceases to act as such receiver or manager, he or she shall on so
ceasing give the registrar notice to that effect, and the registrar shall enter the notice in the register
of charges.

3) If any person makes default in complying with the requirements of this paragraph, he commits
an offence and is liable on conviction to a fine not exceeding one hundred shillings for every day
during which the default continues.

Copies of instruments creating charges to be kept by society

Every registered society shall cause a copy of every instrument creating any charge requiring to be

registered under this Schedule to be kept at the registered address of the society.

Society’s register of charges

(1)  Every registered society shall keep at the registered address of the society a register of charges and
enter in it all charges specifically affecting property of the society and all floating charges on the
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property or assets of the society, giving in each case a short description of the property charged, the
amount of the charge and the names of the persons entitled thereto.

(2)  If any officer of the society knowingly and wilfully authorises or permits the omission of any entry
required to be made under this paragraph in any such register, he or she commits an offence and is
liable on conviction to a fine not exceeding five hundred shillings.

11. Right of inspection

(1)  The copies of the instruments creating any charge required to be registered under this Schedule
with the registrar, and the register of charges kept by the registered society under paragraph 10 of
this Schedule, shall be open during business hours (but subject to such reasonable restrictions as
the society in general meeting may impose, so, however, that not less than two hours in each day
shall be allowed for inspection) to the inspection of any creditor or member of the society without
fee, and the register of charges shall also be open to the inspection of any other person on payment
of such fee, not exceeding one hundred shillings for each inspection, as the society may determine.

(2) Ifinspection of those copies or that register is refused, any officer of the society refusing
inspection, or who knowingly and wilfully permits the refusal, commits an offence and is liable to
a fine not exceeding five hundred shillings together with a further fine not exceeding five hundred
shillings for every day during which the refusal continues, and the court may by order compel an
immediate inspection of the copies or register.
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Second Schedule

Provisions of the Companies Act which shall apply to the winding up of a society

.No. of Section Description of section
223 Definition of inability to pay debts.
226 Power to stay or restrain proceedings against a
company.
227 Avoidance of dispositions of property, etc. after

commencement of winding up.

228 Avoidance of attachments, etc.

231 Actions stayed on a winding up order.

232 Effect of a winding up order.

254 Power to stay winding up.

266 Power to summon persons suspected of having

property of the company, etc.

269 Power to arrest an absconding contributory.
313 Debts of all descriptions may be proved.
314 Application of bankruptcy rules in winding up of

insolvent companies.

315 Preferential payments (except subsection (6)
thereof).

316 Fraudulent preference.

318 Effect of a floating charge.

320 Restriction of rights of creditor as to execution or

attachment in the case of a company being wound up
(except subsection (1)(a) thereof).
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321

322

323

324

325

326

327

Duties of bailiff as to goods taken in execution.
Offences by officers of companies in liquidation.
Penalty for falsification of books.

Fraud by officers of companies which have gone into
liquidation.

Officers of company failing to account for loss of part
of the company’s property.

Liability where proper accounts not kept.

Responsibility for fraudulent trading of persons
concerned.

Third Schedule (Section 4(3))

Statement on cooperative identity

[Third Schedule inserted by section 29 of Act 5 of 2020]

Definition

A cooperative is an autonomous association of persons united voluntarily to meet their common
economic, social, and cultural needs and aspirations through a jointly owned and democratically
controlled enterprise.

Values

@

Cooperatives are based on the values of self help, self responsibility, democracy, equality, equity
and solidarity.

(2)  Inthe tradition of their founders, cooperative members believe in the ethical values of honesty,
openness, social responsibility and caring for others.
Principles

The cooperative principles are guidelines by which cooperatives put their values into practice and these
include the following—

(@)

(b)

voluntary and open membership; whereby cooperatives are voluntary organizations, open to all
persons able to use their services and willing to accept the responsibilities of its membership,
without gender, social, racial, political or religious discrimination;

democratic member control; whereby cooperatives are democratic organizations controlled by their
members, who actively participate in setting their policies and making decisions namely—

@) men and women serving as elected representatives are accountable to the membership; and
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©

(d)

(e)

(®)

®

(ii)  in primary cooperatives members have equal voting rights of one member, one vote and
cooperatives at other levels are also organized in a democratic manner;

member economic participation; whereby members contribute equitably to, and democratically
control, the capital of their cooperative such that-

@) part of the capital is usually the common property of the cooperative;

(ii)  members usually receive limited compensation if any, on capital subscribed as a condition of
membership;

(iiiy members allocate surpluses for any or all of the following purposes such as developing
their cooperative by setting up reserves part of which at least would be indivisible, benefit
members in proportion to their transactions with the cooperative and support other
activities approved by the membership.

autonomy and independence; whereby cooperatives are autonomous, self-help organizations
controlled by their members. If they enter into agreements with other organizations, including
governments, or raise capital from external sources, they do so on terms that ensure democratic
control by their members and maintain their co-operative autonomy;

education, training and information; whereby cooperatives provide education and training for their
members, elected representatives, managers, and employees so that they can contribute effectively
to the development of their cooperatives and also inform the general public particularly young
people and opinion leaders about the nature and benefits of cooperation;

cooperation among cooperatives; whereby cooperatives serve their members most effectively and
strengthen the cooperative movement by working together through local, national, regional and
international structures; and

concern for community; whereby cooperatives work for the sustainable development of their
communities through policies approved by their members.

Fourth Schedule (Section 55B, 55C(1)(f) and 55G(2)(a)

Criteria for determining whether a person is a fit and
proper person to manage, control, become a director or
substantial member in a savings and credit cooperative society

[Fourth Schedule inserted by section 29 of Act 5 of 2020]

1. In order to determine, for the purposes of this Act, the professional and moral suitability of persons
proposed to manage or control a savings and credit cooperative society, to become a substantial
shareholder, or director, the registrar, shall have regard to the following qualities, in so far as they are
reasonably determinable, in respect of the person concerned-

(@)
(b)

©

(@

his or her general probity;

his or her competence and soundness of judgement for the fulfilment of the responsibilities of the
office in question;

the diligence with which the person concerned is fulfilling or likely to fulfil those responsibilities;
and

whether the interests of depositors or potential depositors of the institution are, or are likely to be
in any way threatened by his or her holding that position.
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For the purposes of and without prejudice to the general effect of paragraph (1), the registrar may have

regard to the previous conduct and activities of the person concerned in business or financial matters and,
in particular, to any evidence that the person—

2.
(@)
(b)
()
(®)
®
3.

has been convicted of the offence of fraud or any other offence of which dishonesty or violence is an
element;

has contravened any law designed for the protection of members of the public against financial
loss due to the dishonesty or incompetence of, or malpractice by, persons engaged in the provision
of banking, insurance, investment or other financial services or the management of companies or
against financial loss due to the conduct of a discharged or undischarged bankrupt;

has taken part in any business practice that in the opinion of the registrar, was deceitful or
oppressive, fraudulent, prejudicial or otherwise improper whether unlawful or not, or which
otherwise reflect discredit on his or her method of conducting business;

[Please note: numbering as in original]

has engaged or taken part in or been associated with any other business practices or otherwise
conducted himself or herself in such manner as to cause doubt on his or her competence and
soundness of judgement;

has defaulted on a loan or credit accommodation or a company in which he or she is a director has
defaulted on a loan or credit accommodation.

The registrar may request any person to furnish such additional information as may be necessary in

determining the professional or moral suitability of that person.
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