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Question 2 
 

Jaguza Ltd is a duly incorporated company dealing in trading of Covid-19 related 
products. Prior to its incorporation, Nsimbi was approached by Kiki and Ndyomu 
to assist with raising finances for the company’s formation which he (Nsimbi) did. 
Later on, Nsimbi approached the company directors, seeking for an opportunity to 
supply Jaguza Ltd with face masks. According to Nsimbi, he was a promoter of the 
company and stood a better chance than the other suppliers who were competing 
for the same business. The directors claim to know only Kiki and Ndyomu as Jaguza 
Ltd’s promoters, and have disregarded Nsimbi, whom they think is an opportunist. 
 

It has also transpired that Kiki and Ndyomu are demanding to be rewarded for 
their contribution as well towards the promotion of Jaguza Ltd. This was after 
realising that the company directors had ignored everyone who took part in 
forming the company. Despite all attempts to explain to the directors, nothing has 
been done to date. 
 

In a another development, in one of the contracts made before incorporation, 
Siseka enterprises supplied face masks to Jaguza Ltd, where Ndyomu and Kiki 
pledged that payment would be effected in a month’s time. They believed that the 
company would have been incorporated by then. It is now six months after the 
face masks were supplied on credit, but payment has never been effected. This 
was despite the fact that a week after incorporation, Jaguza Ltd had agreed to 
take on all contracts made on its behalf before incorporation however, the directors 
kept this information to themselves, so Kiki and Ndyomu knew nothing about it. 
Recently, Kiki and Ndyomu received demand notes for payment for the face masks 
supplied by Siseka enterprises to Jaguza Ltd. This prompted them to approach the 
directors about the demand for payment but instead the directors informed them 
that Jaguza Ltd was no longer dealing in Covid-19 related products. 
 

It transpired that the directors had managed to get a resolution to stop any trading 
in Covid-19 related products, when they called an extra ordinary meeting, for 
which the members had been notified in two weeks’ time. Kiki and Ndyomu are 
really anxious about the next step to take. 
 

Required: 
 

Identify the relevant issues and resolve them. 
(20 marks) 
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Question 3 
 

Numbe Ltd was incorporated last year. Upon incorporation, Chico, agreed to 
subscribe to the company’s memorandum of association. Recently, a meeting was 
held following a notice. When Chico came to attend, he was denied entrance, the 
person in charge, stated that since his name was not on the register, he was not 
a member and could not be part of the company meeting. 
 

In another development, Tunda sold all his shares in Numbe Ltd to Mogo and all 
due action was taken, including certification. Unknown to Mogo, Tunda was still 
interested in the same shares, so he secretly wrote to the company stating that 
he had temporally given some of his shares to Mogo. When it was time to earn 
dividends, Tunda demanded for his dividends basing on the letter he had written, 
but in vain. 
 

In another scenario, Numbe Ltd has received a notice from the registrar of 
companies. The registrar is seeking for an explanation as to why the company 
should not be fined for default in requirements concerning its members’ register. 
According to the directors, Numbe Ltd has not defaulted since all its shareholders 
are duly registered, and that due notice was given to the registrar when the 
register was previously kept at the main office. The directors however, admit that 
it is now being kept safely at one of the branch office. According to the registrar, 
the location of the register forms part of the company’s default. 
 

In another development, Gezi, a member of Numbe Ltd, informed the directors 
that the company articles of association wrongly provided for calling of meeting at 
shorter notice than 21 days. The directors however, insist that they know what is 
best for the company and that there is no problem with the company articles. 
 

Required: 
 

Raise the relevant issues and resolve them. 
 

(20 marks) 
Question 4 
 

Zidobe Ltd deals in chemical and laboratory products. Two years ago, Mugu was 
offered a job at Zidobe Ltd however, to date he has never been given a contract 
spelling the terms and conditions of his appointment. According to his supervisor, 
unlike many people, at least he has a job. 
 

Recently, Mugu brought the matter to the attension of the human resource 
department. In response, he was informed that he was lucky to be getting all 
entitlements including; lunch and transport allowance, a 5% payment towards the 
NSSF contribution, and safari day allowance for field work. 
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It also transpired that in December 2021, Mugu’s wife, had a miscarriage and he 
(Mugu) was granted a 2 days unpaid leave to take care of his wife. Unfortunately, 
at the end of his leave, his wife’s condition needed to be monitored closely for 
more two days. Mugu’s request for more days of leave from work was totally 
ignored. 
 

Last month, Mugu’s left hand was injured when he was carrying boxes of chemicals 
to the company store. It transpired that one of the packages in the box had been 
damaged, and when he lifted it, its contents poured onto his hand consequently 
injuring it. All effort to get help or compensation from the company failed, and 
instead he has been asked to be more careful next time. 
 

Required: 
 

Raise the relevant issues and resolve them. 
(20 marks) 

Question 5: 
 

(a) Explain the essential elements of a valid contract. 
(10 marks) 

(b) Describe circumstances that render an agreement void. 
(10 marks) 

(Total 20 marks) 
Question 6 
 

(a) Distinguish between general partnerships and limited partnerships. 
(4 marks) 

(b) Explain the basis for determining property of a partnership. 
(6 marks) 

(c) Explain the general rules which determine existence of a limited partnership. 
(10 marks) 

(Total 20 marks) 
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Question 2 
 

Josh and Jesh are company promoters for Josh & Jesh Ltd, a company that deals 
in electrical supplies. At one point, they entered into a contract with Kazimoto 
electricals Ltd on behalf of Josh & Jesh Ltd before it had been registered. Once 
Josh & Jesh Ltd was fully registered, it ratified the contract. However, to date 
Kazimoto Ltd is still pursuing Josh and Jesh for payment. 
 

In another development, immediately after incorporation of Josh & Jesh Ltd, Josh 
conspired with one of the directors and sold his building at Buwamba trading 
centre to the company. The building now serves as the head office of the company. 
Other directors were not aware of the fact that the building belonged to Josh. 
During the recent audit, it was discovered that Josh had sold the said building at 
a high price as opposed to its market price. The other directors are contemplating 
suing Josh. 
 

In another incident, Josh’s wife, Vuyo, is a former managing director of Boom Ltd. 
Her employment contract prevented her from attempting to solicit Boom Ltd’s 
customers in the event that she left the company. Recently, Vuyo was fired and 
subsequently set up a competing company that charges prices far below Boom 
Ltd’s. Although, Boom Ltd didn’t have any legal restrains upon Vuyo’s company, 
some directors want Boom Ltd to commence legal proceedings against Vuyo. 
 

Jane and John are shareholders in Seven Ways Ltd. The two shareholders are 
dissatisfied with the management of the company, and want to commence an 
action against five other shareholders, promoters and directors of the company. 
Jane and John claim that the other 5 shareholders sold their own property to the 
company at an exorbitant price, and then improperly mortgaged it. They are before 
you. 
 

Required: 
 

Raise and resolve the relevant issues. 
(20 marks) 
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Question 3 
 

Mumbe works with Kombe Ltd as the company secretary. On 1 January 2022, Bob, 
the managing director instructed him (Mumbe) to prepare a notice inviting the 
shareholders for the annual general meeting. Mumbe declined to prepare the 
notice, as he considered it outside his scope of duty. 
 

In another development, Bob’s first born, Chris is 17 years old, and currently 
pursuing a bachelor of Laws degree. At one moment, Chris was allowed to attend 
the directors meeting and was given an opportunity to speak. He spoke very well 
and challenged the entire board. At the end of the meeting, all the directors except 
Bob unanimously agreed to appoint him as one of the directors. 
 

Maki is a certified public accountant working as the chief accountant at Kombe Ltd. 
He also runs Uki & Associates, a certified audit firm. When the company called for 
proposals for audit services, Uki & Associates applied and it was the successful 
bidder. The firm carried out the audit, but it transpired that some of the 
shareholders rejected the audited report. 
 

It transpired that, Kimera & Associates, was later appointed as the company’s 
auditor. The firm carried out an audit and the audited report was presented to CCB 
bank Ltd for a loan. The bank granted the loan, but the company defaulted in re-
payments. The bank later discovered that most of the assets in the statements 
contained in the audited report were fictitious. Kombe Ltd insists that the company 
auditor is to blame. 
 

Required: 
 

Raise and resolve the relevant issues. 
(20 marks) 

Question 4 
 

Brenda and Oliver trade as Bikadde partners, a partnership, which deals in the 
selling and buying of scrap metals in Kamwe district. At one point, the two had 
accumulated huge debts that forced them to search for another partner. They 
approached Kyali, a very rich business man in the area. Kyali accepted on condition 
that, he would be made managing partner, to which they agreed. One month later, 
Kyali received a demand notice of Shs 5 million in respect of a loan obtained by 
the partnership two years before he joined. Brenda insists that Kyali, as managing 
partner, must contribute towards the loan repayment. 
 

In another scenario, Brenda has been denied access to the partnership books of 
accounts. Brenda however, insists that she has a right to access the firm accounts, 
to find out how the firm is operating. 
 

67



In yet another scenario, Oliver wrote to her fellow partners informing them that, 
she intends to call for dissolution of the partnership. However, the firm’s 
agreement provided that the partnership would only be terminated by mutual 
arrangement. Brenda and Kyali are opposed to Oliver’s decision. 
 

In a different scenario, Mate and Kate have been the trustees of Kato’s estate. 
Unfortunately, Mate died in a car accident while traveling from the estate’s farm 
in Kiboga. Kate is now occupying the office alone. One of the beneficiaries has 
written to Kate, asking her to leave the office and to vest the estate to all the 
beneficiaries. 
 

Required: 
 

Raise and resolve the relevant issues. 
(20 marks) 

Question 5 
 

(i) Distinguish between a void contract and a voidable contract. 
(8 marks) 

(ii) Explain the different ways in which a contract may be discharged. 
(8 marks) 

(iii) Explain the different remedies available for breach of a contract. 
(8 marks) 

(Total 20 marks) 
Question 6 
 

(i) Describe the different types of courts in Uganda in descending hierarchy. 
(10 marks) 

(ii) Explain the different sources of law in Uganda. 
(10 marks) 

(Total 20 marks) 

68



 

Question 2 
 

Kirimutu, a businessman based in Gulu city wishes to start a business with his wife 
and sons together as a registered entity. He also wishes that his business should 
be one where he is not liable for any eventuality that may occur. He desperately 
needs your professional advise on the best business entity he can opt for to cater 
for his wish. 
 

In related development, Kataku, a businessman in Kidawalime town also wishes 
to form a company, consequently he consulted a lawyers. Upon consultation, he 
was advised that, he may mobilise other people and form a company. Kataku 
heeded the lawyer’s advise. He asked his wife and his brothers to join him and 
register a company. In total, he managed to mobilise six other people. They agreed 
to register and thereafter incorporated a company called Kataku Enterprises Ltd. 
The company dealt in hides and skins, and the business was booming. However, 
the business was greatly affected by the low sales during the Covid 19 pandemic, 
and eventually it collapsed just after the covid restrictions were lifted however, 
one of the suppliers, of hides and skins threatened to sue Kataku personally over 
non-payment for the hides and skins supplied. 
 

In another scenario, shareholders of Kabaya Ltd tasked the directors of the 
company to declare dividends. The directors informed the shareholders that there 
were no profits realised and therefore no dividends could be declared for that year. 
One member, who claimed to be an expert in managing businesses informed other 
members that, the company had a lot of money in form of capital, and therefore 
there was no reason why dividends could not be declared. The members are now 
up in arms against the directors. 
 

In another development, some members of Kabaya Ltd recently found out that the 
directors had been secretly taking out money from the company for their personal 
gains. They consequently approached Mudoki, who claimed to be lawyer over the 
matter. He informed them that, it was difficult for members to sue the directors. 
He said that it is only the company with powers to sue directors. The shareholders 
are now in a dilemma. 

 

Required: 
 

Identify all relevant issues and resolve them. 
(20 marks) 
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Question 3 
 

Ndeku was one of the partners in Ndeku and Co. Advocates. However, he had 
some misunderstandings with other members forcing him to retire, and thus opting 
to join another firm of advocates in town. After he left Ndeku and Co. Advocates, 
he was served with a demand note from Kyepere. Kyepere was demanding for 
payment for supplies that were recently delivered to the firm. Ndeku is furious and 
has vowed not to make any payments since he is no longer a partner in Ndeku 
and Co. Advocates. 
 

In another scenario, Munaku is seeking advise from you, the subject being security 
of his family properties. He informs you that he has properties in different parts of 
Uganda but fears that in case of any eventuality, him (Munaku) and his family are 
likely to lose the properties. He now wants to secure the properties after being 
briefed about trusts by his longtime friend. He is seeking for your advise. 
 

In another development, Mulife was running from a stray dog and decided to seek 
refuge in the nearby factory. However, as he (Mulife) approached the factory gate, 
he stepped in liquid soap that had been poured at the gate by one of the workers 
and slid. Unfortunately, his right leg got broken and it was later amputated. Mulife 
is now contemplating suing the factory. 
 

In another scenario, Mudogo aged 16 years requested for a loan from Kafuna to 
buy text books and a school uniform. Being muscular, Kafuna imagined he 
(Mudogo) was about twenty years old. He then extended the loan. They agreed 
that he (Mudogo) would repay the loan within two weeks. Two weeks elapsed, to 
his surprise, Mudogo did not seem to be bothered. Kafuna is now contemplating 
suing Mudogo. 
 

Required: 
 

Raise the relevant issues and resolve them. 
 

(20 marks) 
Question 4 

 

Doka Cooperative Society was formed and registered in Kamuli District. Its 
membership comprises of residents of Kamuli District and its surroundings. Doka 
Cooperative Society is the pride of Kamuli district and everyone (young and old) 
wishes to be associate with it. At one point, Bulo aged 16, approached the officials 
of Doka Cooperative Society to be registered as a member as well. Being a son of 
a rich politician in Jinja, he was immediately registered. Some members are not 
comfortable about his admission, and have started harassing him on grounds that 
that he is a minor, and therefore not eligible to be a member. They are also 
contemplating court action against him and the directors. 
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In another scenario, the late Lubungo had worked for Kamani tea factory, for over 
fifteen years as a machine operator. On day, thugs attacked him at the gate of the 
factory as he was leaving for home at 10.00 p.m. The thugs manhandled him and 
demanded for money, and since he had no money, they clobbered him and left 
him unconscious. He was found dead in the morning by the other workers who 
were reporting for duty at the factory. 
 

The workers reported the matter to the factory manager. The manager called 
Lubungo’s next of kin, to take the body for burial. The next of kin asked the 
manager for money to take the body for burial for which the manager declined. 
Efforts to access his arrears for one month were also futile. The manager argued 
that it was pointless to release any money because Lubungo was already dead. 
 

In another development Garama and Mubata made a sale agreement. In the 
agreement, it was agreed that Garama would go to Masaka, buy matooke and 
supply it to Mubata in Kampala. Business went on well until one day, when a truck 
that was carrying matooke developed a mechanical problem on Masaka road. It 
took a week to get the spare parts for the truck. All the matooke on board got 
rotten. However, Garama is demanding for money from Mubata, in accordance 
with the sale agreement. Mubata on the other hand has ignored Garama’s 
demands. 
 

Required: 
 

Raise the relevant issues and resolve them. 
(20 marks) 

Question 5 
 

 

(a) Explain the: 
 

(i) rights of a member of a cooperative society. 
(6 marks) 

(ii) obligations of a member of a cooperative society. 
(6 marks) 

(b) Explain the instances when an agency relationship may be terminated by 
operation of the law, under the Contracts Act, 2010. 

(8 marks) 
(Total 20 marks) 
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Question 6 
 

(a) Describe the rules that must be followed in order for an offer to be 
considered valid 

(14 marks) 
(b) Write short notes on Uganda courts of record starting from the highest to 

the lowest in jurisdiction. 
(6 marks) 

(Total 20 marks) 
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Question 2 
 

Nisefu Ltd is a company that has carried on business for more than two years now. 
Some of its shares of a particular class have been issued and recently, the directors 
decided to issue all remaining shares at a discount. In order to avoid wasting time, 
the directors passed a resolution in one of their meetings to implement the issuing 
of shares at a discount. They later on informed all members in a general meeting 
that the resolution was ready to be presented in court for sanctioning.  This did 
not go well with one of the members called Mugezi, who had the opinion that the 
directors had not properly come to such a decision. He was told that since the 
directors were managers of the company, they had a right to do what was best 
for it. Mugezi doubts the sincerity of the directors and seeks your advice. 
 

In another incident, Musigire who was a personal representative of Ruga’s estate 
sold some of the late Ruga’s shares to Zange, who was also a member of the 
company. This did not go well with some directors, who informed Zange that they 
would never allow such a transfer made by Musigire, a non- member of the 
company. Zange and Musigire have vowed to get to the bottom of the matter and 
are now set to go ahead, despite the directors’ threat. 
 

In the general meeting, some of the member issues were presented and a 
discussion was made. During the member discussions, Bamo also indicated that 
he wanted to contribute to the discussion. Bamo was representing one member 
who had given him the right to do all that was lawful to do as a representative. 
Bamo was however, stopped from giving his views, on the ground that he was not 
a member of Nisefu Ltd. He was advised to listen to what was discussed, so that 
he could report back to the member he represented. 
 

When other members observed the trend of events, they too were not happy with 
what was going on. A few of them decided to apply to the registrar of companies 
for assistance, making known their grievances. In response, the registrar 
appointed an inspector to find out if company affairs were carried out in a 
satisfactory manner.  The inspector made inquiries and among other things, 
presented to the members who had applied for inspection a document that 
outlined all expected expenses for the inspection. The members paid expenses but 

73

Admin
Typewritten text
      TEST PAPER 23
CPA (U) AUGUST 2023



later on demanded for a refund from the company. The directors ignored their 
demand, and insisted that the company would not pay unnecessary money spent 
by members who failed to understand company matters.   
 

Required: 
 

Identify the relevant issues and resolve them. 
(20 marks) 

Question 3 
 

Nkola partnership carries out a business of buying and selling plots of land among 
other things and its business has thrived over time. All partners are always involved 
in getting different plots for sale as well as getting buyers for the plots. It happened 
that one time, Buloka who was a very active partner, entered onto a vacant plot 
of land that belonged to Wange. Wange who had brought an engineer to inspect 
the land, found Buloka moving around his plot. On inquiry about what he was 
doing, Buloka said that when he saw the vacant land, he got interested in it and 
was taking a closer look at it. Wange was not convinced with Bulokas’ response 
and is determined to enforce his rights. Advise him. 
 

In another scenario, Buloka’s 14 year old boy was playing in the compound where 
Nkola partnership office was located. The boy enjoyed riding bicycles and when 
he got a bicycle from the office, he went riding round the compound. His father 
cautioned him not to go riding outside the office. It so happened that the boy 
decided to venture outside the gate and continued riding down the road. As he 
turned one corner, he failed to control the bicycle and fell off and rolled into an 
excavation of Muzimbi’s neighbouring area.  The excavation had been done in 
preparation of construction of a four-level building. The boy got injured and Buloka 
is now preparing to sue Muzimbi for leaving his land unattended to, despite the 
risks likely to occur. Muzimbi also insists that Buloka’s boy should have acted more 
responsibly. 
 

In a related development, Kasobeza, who was one of the partners of Nkola 
partnership got involved in a business deal which had nothing to do with the 
partnership business. It was a side deal where he was assisting his friend Bingi.  
While taking property to Bingi’s home, he was stopped by the police who checked 
what he was carrying and immediately arrested him for stealing property. 
Unknown to Kasobeza, Bingi was involved in a robbery and had stolen some 
property, which he requested Kasobeza to take for him.  Unfortunately before the 
case had commenced, Kasobeza died.  When news got round social media, the 
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other partners apart from Tembu wanted to disassociate themselves from the 
partnership, and, to the disappointment of Tembu, they have suggested its 
dissolution. 
 

In a different scenario, Bingi was a trustee for Lukadde’s estate in a company that 
carried out a thriving business in town. Following his arrest and the charge in 
court, he was convicted of robbery and sentenced to imprisonment for three years. 
The beneficiaries of Lukadde’s estate have requested the directors to let them 
have another trustee. The company directors have been working well with Bingi 
and are hesitant to do what the beneficiaries had requested.  They are of the view 
that Bingi will appeal against the sentence to be reversed, so that he can be able 
to carry out his duties. However, the beneficiaries have decided to approach you 
for advice. 
 

Required: 
 

Identify the relevant issues and resolve them. 
(20 marks) 

Question 4 
 

Bakozi Cooperative Society has been in existence for several years, carrying out 
business in the buying and selling of farming tools and equipment. Its business 
has thrived over the years. A general meeting was called for this year where, 
among other things, a dividend payment was to be announced. Prior to the 
announcement of dividends, Tagaba who is a member, requested the society 
managers to inform members about the society documents sent and received from 
the registrar of Cooperative Societies. The managers informed members that the 
society’s balance sheet had been duly lodged with the registrar, but that since the 
registrar’s office takes time to provide responses, the society can go ahead with 
its business as usual. A dividend payment was thereafter announced, but Tagaba 
remained concerned about the directors’ way of conducting business.  He seeks 
your advice. 
 

In another scenario, Nsonga who is an employee of Bakozi Cooperative Society is 
not happy with the turn of events at the workplace. He has just discovered that 
overtime, his fellow workmates had the same political opinion but he was of a 
different political opinion. In some instances, the society provided for allowances 
which were given to all employees who affiliated to the famous political opinion. 
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He always lost out on extra allowances for this reason. When he inquired about 
his missing out on allowances, he was informed, that he would only get when he 
assures the society about his support to the famous political opinion.  Nsonga is 
not willing to be arm-twisted but needs the extra money given to others.  He has 
decided to find out the best way forward for his situation. 
 

In yet another scenario, Bakozi Cooperative Society was faced with a challenge of 
having agreed to sell farm tools on credit to Mufupi, who had assured the society 
about his ability to pay for the tools in a month’s time. On the day that Mufupi 
came to collect the tools from the society’s stores, the society’s credit manager 
got information that Mufupi had been sued in court for bankruptcy. The credit 
manager immediately gave an order to his junior officer to go and reclaim the 
goods from Mufupi. When Mufupi had driven for two miles, he was stopped by the 
society vehicle and all the farm tools he was carrying were taken and brought back 
to the society’s stores. Mufupi was enraged at what had just happened, and vowed 
to sue Bakozi Cooperative Society. 
 

In a similar development, Bakozi Cooperative Society was also involved in another 
business hitch with Tool Masters Ltd, where it had entered into an agreement to 
buy equipment worth shs. 6 million. According to the agreement, Tool Masters had 
to deliver the equipment to the society’s stores in four days, and upon delivery, 
the society was to make full payment for the equipment. At the time of the 
agreement, that type of equipment was scarce. Two days later, the society got 
another supplier at a more affordable price. On the third day, Tool Masters Ltd 
delivered the equipment as agreed. The store manager made further inquiries 
before receiving the equipment and he was instructed not to receive the 
equipment. A heated argument and explanations by Tool Masters Ltd.’s 
representative for acknowledgement of receipt and payment for the equipment 
were in vain.  Tool masters is threatening to sue Bakozi Cooperative Society and 
has come to you for advise. 
Required: 
 

Identify all the relevant issues and resolve them. 
(20 marks) 
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Question 5 
 

(a) Briefly explain the meaning of the following: 
 

(i) General acceptance of a bill of exchange. 
 

(ii) Qualified acceptance of a bill of exchange. 
 

(iii) Negotiation of bill of exchange; 
 

(iv) Restrictive endorsement of a bill of exchange; 
 

(v) Discharge of an instrument for a bill of exchange. 
(10 marks) 

(b) Explain the circumstances under which an agent may be held personally 
liable to third parties. 

(10 marks) 
(Total 20 marks)  

Question 6 
 

(a) In the event that a party to a contract does not fulfill his/her obligations, 
describe the different possible consequences. 

(10 marks) 
(b) It is sometimes not easy to know what amounts to civil law or criminal 

law.  Explain the different ways in which this can be done. 
(10 marks) 

(Total 20 marks) 
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Question 2 
 

Funga Ltd was recently incorporated and granted a certificate of incorporation. 
Prior to its incorporation, Mbazi supported all Funga Ltd’s efforts and objectives. 
At one point, he signed a contract with Treasure Plans Ltd for a business deal on 
behalf of Funga Ltd.  Upon incorporation, the company adopted all the contracts 
made on its behalf.  However, when Treasure Plans Ltd approached the directors 
of Funga Ltd for the fulfillment of its obligations, the company declined, and argued 
that the company had nothing to do with that contract. 
 

In a similar scenario, Mbazi had also entered into a business contract with Kiwani 
Ltd on behalf of Funga Ltd prior to its incorporation.  The contract provided that 
any party that pulled out of the contract before its performance would compensate 
the other party for any loss incurred.  After incorporation, Funga Ltd disassociated 
itself from the contract.  Kiwani Ltd presented their concern and a demand note 
to Funga Ltd, claiming that they had suffered business losses.  Funga Ltd instead 
referred Kiwani Ltd’s demands to Mbazi. 
 

In another scenario, Tunza to whom shares of a late member of Funga Ltd had 
been transmitted is not pleased with the way company affairs were being 
conducted.  He was often denied the right to carry out different tasks.  He later 
got to know that some other members of the company who had bought shares 
were treated in a similar or even worse, way.  Despite all requests made for 
consideration, he got no positive response.  The unhappy members have now 
approached you for advice. 
 

In another twist of events, Bala, a member of Funga Ltd, who is an accountant by 
profession also inquired about the company auditor’s absence in a recent general 
meeting.  The response he got from the directors was that it was not very 
necessary for the auditor to attend the meeting since they (directors) had all the 
audit information, which they intended to give to the members.  Bala and other 
members were dissatisfied with this explanation. 
 

Required: 
 

Raise all the relevant issues and resolve them. 
 

78

Admin
Typewritten text
     TEST PAPER 24
CPA (U) NOVEMBER 2023



Question 3 
 

Byonna firm is a partnership that has been operating well for the last three years. 
Recently, its members started complaining about what was happening in the firm. 
Yanga who was admitted to the firm two years ago when he was 16 years old, has 
now been notified about contributing towards the firm’s obligations. Despite the 
fact that Yanga has been benefitting from the firm, he thinks that the notification 
has come too soon.  Yanga enjoys the privilege of being a partner and has no 
plans to retire from the firm. 
 

In another incident, Mubuya who was one of the partners who usually markets the 
firm’s products, delivered less than the purchased products to Ntunda Ltd.  When 
Ntunda Ltd complained, verification from the firm store revealed that Mubuya took 
products for customers, but he however delivered less products to Ntunda Ltd.  As 
a result, Ntunda Ltd. incurred loss when it was penalized for not providing its 
customers with the agreed number of products. Ntunda Ltd now demands 
compensation from Byonna firm, but other partners are against paying for the loss 
caused by Mubuya.  Mubuya is seeking for your advice. 
 

In a different scenario, Mubuya’s son, Dalu, hit and injured the eye of the son of 
Mubuya’s neighbour.  It happened that a group of children were playing with 
pieces of wood in the compound.  Dalu was standing nearby but not playing with 
the group, but when a piece of wood thrown by the neighbour’s son hit his leg, 
Dalu got it and threw it back, thereby hitting and injuring the boy’s eye. The boy’s 
father wants to sue and claim damages for the injury caused to his son, but 
Mubuya insists that his son should not be blamed since the boys were all aware of 
the likely danger out of their playing. 
 

In another scenario, Mubuya and his siblings are in a challenging situation, 
concerning the estate of their late father.  Tifu is the trustee for the estate and in 
his appointment, provisions included ability to take or do any reasonable action to 
maintain properties for the beneficiaries.  Some siblings have learnt about the sale 
of one property which they think is not right.  Tifu’s explanation about the need 
for finances to upgrade all other properties fell on deaf ears. 
 

Required: 
 

Identify the relevant issues and resolve them. 
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Question 4 
 

Tukola cooperative society was registered to carry out retail business, among other 
things.  Business went on well with only a few challenges to handle. One of the 
issues concerned Mputu, who has to-date refused to meet the required society 
payments, including the subscription fee.  As a result, Mputu is often prevented 
from exercising member rights, and this annoys him.  He is now determined to do 
anything possible in order to fight for his rights.  
 

In one of the meetings held by the society, members voted for some vacant 
positions in the society.  However, not everything went well when votes for one 
position tied for two candidates, Jogo who is one of the society directors declared 
that he would take another vote so that only one member got higher number of 
votes.  He did so and the member he voted for the second time was declared as 
the one to take up that position.  Other members disagreed with this and intend 
to dispute it in court.  
 

In a different scenario, the society had contracted Tenters Ltd for the provision of 
tents during an event that the society carried out. Tenters Ltd provided tents for 
the society which proved to be bad, since they leaked when it rained. Complaints 
made to Tenters Ltd yielded no positive response since Tenters Ltd argued that 
the tents which the society requested for the event were provided. The society 
intends to take action against Tenters Ltd.   
 

The society employees also had issues relating to the society policies.  In that 
respect, Kijana who works for the society was provided with a society house for 
accommodation. There was a provision to this effect in the employment contract 
that Kijana signed.  He, however, got to know from the Human Resource officer 
about some monthly salary cuts which were explained to be a contribution towards 
his accommodation.  Kijana was not happy about this, since he thought that the 
accommodation was provided without requirement for any payment. 
 

Required: 
 

Raise all the relevant issues and resolve them. 
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Question 5 
 

(a) Explain the following terms in accordance with the Bills of Exchange Act, 
2000:  

 

 A bill payable to bearer.  
 A bill payable to order.  
 A Bill payable on demand.  
 A bill payable at future time. 

(8 marks)  
(b) Explain the duties of an agent to the principal. 

(12 marks) 
(Total 20 marks) 

Question 6 
 

(a) Describe the different sources of law in Uganda. 
(12 marks) 

(b) Explain the rules governing consideration under the law of contract. 
(8 marks) 

(Total 20 marks) 
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Question 2 
 

Kaki Ltd is a duly incorporated private limited company. The company has been 
registering steady growth over the years until recently when it started facing 
some challenges.  At one point, Kitwe, a majority shareholder instructed Moga, 
one of the directors, to remit to him monthly airtime allowance for which he 
(Moga) vehemently declined.  A furious Kitwe thereafter managed to convince 
other shareholders, and Moga was dismissed with immediate effect. 
 

In another scenario, Kitwe’s first born, Kato, graduated with a first-class degree 
in education, majoring in English.  Soon after his (Kato’s) graduation party, Kitwe 
called for a shareholders’ meeting to discuss ways in which Kaki Ltd could be 
rebranded.  During the meeting, Kitwe successfully convinced all members with 
exception of Tekisoboka, that Kato was competent enough to occupy the office 
of secretary, and was subsequently appointed.  Tekisoboka has since then been 
unhappy with the way affairs of the company are being run, and has approached 
you for advice. 
 

In another scenario, DB Ltd acquired shares in Kaki Ltd in 2021, and appointed 
Bukenya as its representative in any transaction with Kaki Ltd.  During the 2022 
annual general meeting, Bukenya presented to Kaki Ltd members some concerns 
of DB Ltd, however, members interjected his submission, arguing that a ‘mere 
person’ can’t submit on behalf of DB Ltd in any of Kaki Ltd’s meeting.  They even 
went ahead and ordered security personnel to escort him out of the meeting. 
 

Another scenario concerned Sekifere & Co, who have been Kaki Ltd’s auditor for 
2 years.  The auditor’s unqualified report of 2022 was presented to the directors 
and they signed it.  However, the auditor concealed the fact that the assets of 
the company had been over stated by Shs 3 billion, in the statement of financial 
position.  The report was relied upon by a one Patel, who invested Shs 200 
million in the company.  Three months later, the company was under 
receivership, and that is when Patel discovered that the assets had been 
overstated.  Patel is furious and he intends to sue the company. 
 

Required: 
 

Raise all the relevant issues and resolve them. 
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Question 3 
 

Buju and Picho are twin brothers as well as partners in Bucho firm.  The firm 
deals in provision of legal services.  Recently, the firm successfully represented 
Kamu and won the case in the commercial court, and Kamu paid Shs 400 million 
as legal fees.  Picho was the lead counsel in the case while Buju was 
representing other clients of the firm.  Although, the two always share the losses 
and profit equally, Picho wants to pay himself monthly remuneration of Shs 4 
million because of his tremendous contribution to Bucho firm. 
  

In another scenario, Buju and Picho agreed to bring on board their wives and 
children as new partners of the firm.  They all agreed that the firm’s name 
should not be changed because they were one family.  At the time of entry, the 
new partners found the firm owing a debt of Shs 20 million, payment for which 
was being demanded by Kibusu Financial Services.  The loan had been acquired 
to buy the firm’s vehicle.  Buju asked the new partners to contribute towards 
paying the debt since they all use the firm’s vehicle.  His wife, Bena however 
declined to contribute towards the debt payment. 
 

It has also transpired that, Kwazi has been the sole trustee of the estate of the 
late Lante.  In January 2022, he (Kwazi) left Uganda in search for greener 
pastures in China, where he was employed as a mathematics teacher in 
Chungulu primary school.  In February 2023, Mesa, one of the sons of the late 
Lante, successfully petitioned court to remove Kwazi from the office of the 
trustee and court consequently appointed Amo as the new trustee.  In March 
2023, Kwazi retuned to Uganda, and on discovering that his office was being 
occupied by another person, he expressed intention to sue him. 
 

In another development, Kwazi’s dog together with his neighbour’s recently 
attacked Amo’s sheep which was grazing nearby his (Amo’s) home.  Amo then 
sent a notice of intention to sue Kwazi and his neighbour as well.  However, 
Kwazi was not contented, he felt that Amo was just trying to cover up his 
wrongdoing concerning the estate of the late Lante, and proposed that his 
neighbour alone be held liable for damages incurred.  Kwazi’s neighbour, on the 
other hand was only willing to meet part of the payment for the damages. 
 

Required: 
 

Raise all the relevant issues and resolve them. 
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Questions 4 
 

Gom Cooperative is a duly registered cooperative society dealing in the supply of 
fertilizers among other products to its members.  Gom Cooperative has 30 
members, including Ndakwe.  The society recently called for an annual general 
meeting to appoint an auditor and Secretary but Ndakwe was not invited 
because he was out of the country.  However, he managed to return on the day 
of the meeting.  He then went to the head office and found that members were 
about to start the meeting.  When he made it to the meeting hall, he was 
ordered to vacate because he had not been invited for the meeting.  Ndakwe is 
aggrieved about this un fair treatment 
 

In a related development, Ndakwe’s son, Roku passed all the required interviews 
for the post of accountant with Gom Cooperative.  He was given a 5-year 
employment contract, commencing on 1 July 2022.  To date, Roku has been 
reporting to work as per the contract but he has never been assigned any duty, 
and his salary has never been paid on time and he has approached you for 
advise. 
 

In another scenario, Ndakwe agreed to purchase materials from Ngoye 
Ltd which he expected to sell before the Easter holidays.  He then made 
a part payment for them.  However, when he went to collect the 
materials from Ngoye Ltd, he was informed that Haji Mafuta had already 
taken them because he had also placed an order for the same materials.  
Ndakwe feels cheated. 
 

In another development, Gom Cooperative received a sample of a new Chinese 
type of fertilizer from Lee Ltd in December 2022.  It then ordered for 100 bags 
and paid 50% of the purchase price.  In February 2023, the fertilizers were 
delivered but when they were tested and compared with the sample, there was a 
difference in the colour and smell.  Gom Cooperative rejected the delivery, and 
intends to sue Lee Ltd. 
 

Required: 
 

Raise all the relevant issues and resolve them. 
(20 marks) 

Questions 5 
 

(a) Explain the different parties to a bill of exchange. 
(10 marks) 

(b) Explain the duties of an agent to the principal. 
(10 marks) 

(Total 20 marks) 
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Questions 6 
 

(a) Discuss the factors that can vitiate a contract. 
(10 marks) 

(b) Describe five different types of courts in Uganda, starting from that of 
highest jurisdiction. 

(10 marks) 
(Total 20 marks) 
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Solution 2 
 

Issues: 
(i) Whether the directors lawfully disregarded Nsimbi as a promoter. 
(ii) Whether Kiki and Ndyomu are entitled to payment by Jaguza Ltd. 
(iii) Whether Kiki and Ndyomu are liable to pay Siseka enterprises. 
(iv) Whether the intended alteration of Jaguza Ltd.’s Memorandum of Association was 

lawful. 
(v) Whether there are any remedies available for the aggrieved parties. 
Resolution of issues: 
(i) A promoter includes any person who undertakes a part in raising capital for a 

proposed new company, by taking part in the formation, even where he/she does 
a minor part in the promotion procedure (Taibatu Adeniji & ors. v Starcola (Nig) 
Ltd. & another, 1972). 
In the instant case, Nsimbi took part in raising finances for Jaguza Ltd’s 
incorporation when approached by Kiki and Ndyomu and provided the necessary 
finances for incorporation. Therefore, Nsimbi was a promoter of Jaguza Ltd. 

(ii) Promoters of a company do not have an automatic right to remuneration from the 
company for their services, since a company cannot enter into a contract before it 
comes into existence (Kelner v Baxter, 1866). 

 

In this case, Kiki and Ndyomu claimed payments from Jaguza Ltd for what they 
did towards the promotion of the company. There is no evidence of any payment 
provision in the company’s Articles of Association. Therefore, Kiki and Ndyomu are 
not entitled to payment by Jaguza Ltd. 

(iii) According to section 54 (3) of the Companies Act 2012, where the company adopts 
a pre-incorporation contract, the promoter’s liability in such a contract ceases. 

 

In the instant case, a week after incorporation, Jaguza Ltd agreed to take on all 
contracts made on its behalf. Therefore, Kiki and Ndyomu are not liable to pay 
Siseka enterprises. 

(iv) S.10 (1)(e) of the Companies Act 2012 provides that a company may, by special 
resolution,  alter its Memorandum of Association in respect of its objects, to enable 
it abandon any of the objects specified in the Memorandum of Association. S. 149 
(1) of the Act provides that a special resolution is effective only if notice to move 
the resolution is not less than 28 days before the meeting. 

 

In this case, a resolution to stop any trading in Covid-19 related products was 
signed after a 14 days’ notice for an extra ordinary meeting was given to members. 
This was very short notice and not effective for altering the Memorandum of 
Association. Therefore, the intended alteration of Jaguza Ltd.’s Memorandum of 
Association was not lawful. 
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(v) Remedies available for the aggrieved parties. 
 

 Nsimbi may seek for a declaratory order of Court that he was a promoter 
of the company. 

 Kiki and Ndyomu may seek for a Court order to declare them not liable to 
pay Siseka enterprises. 

 Siseka enterprises may seek for payment from Jaguza Ltd. 
 Kiki and Ndyomu may seek for a declaratory order of Court that the 

intended alteration of the company’s Memorandum of Association was 
ineffective.  

Solution 3 
 

Issues: 
(i) Whether the denial of Chico to attend the company meeting was justified. 
(ii) Whether Tunda was entitled to payment of dividends. 
(iii) Whether Numbe company was in default of requirements concerning its members’ 

register. 
(iv) Whether the company articles of associations’ provision for notices of less than 21 

days was lawful. 
(v) Whether there are any remedies available for the aggrieved parties. 
 

Resolution of issues: 
 

(i) Section 47(1) of the Companies Act 2012 provides that subscribers to a company’s 
Memorandum of Association shall be taken to have agreed to become members of 
the company, and on its registration shall be entered as members in its register of 
members. 

 

In the instant case, Chico agreed to subscribe to Numbe Ltd’s memorandum of 
association. He was, however, denied entry at the meeting, where the person in 
charge stated that he could not attend the meeting because his name was not in 
the register, hence, not a member of the company. This was against the provision 
of law. Therefore, the denial of Chico to attend the company meeting was not 
justified. 

(ii) According to S. 47(2) of the Companies Act 2012, a person who agrees to become 
a member and whose name is entered in its register of members shall be a member 
of the company. Under S. 92 of the Companies Act 2012, a certificate specifying 
any shares by any member shall be prima facie evidence of title of that member 
to the shares.  

 

In this case, Tunda sold all his shares to Mogo and all due action was taken, 
including certification, thus, Mogo becoming a member in place of Tunda. This, in 
effect, terminated Tunda’s membership. Tunda who had written to the company 
explaining that he had temporarily given some of his shares to Mogo, demanded 
for his dividends on the strength of the letter. This was no longer possible, as he 
had ceased to be a member of the company. Therefore, Tunda was not entitled 
to payment of dividends. 
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(iii) Section 119(3) of the Companies Act 2012 provides that a company shall send to 
the registrar of companies notice of the place where its register of members is 
kept and of any change of place.  

 

In this case, Numbe company previously kept the register of its members at the 
main office, and due notice was given to the Registrar. It is, however, now keeping 
the register at the branch office and no notice has been given to the registrar of 
companies about the change of location. The company has received a notice from 
the registrar of companies, to explain why it should not be fined for default in 
requirements concerning its members’ register. According to the registrar’s 
records, the location of the register is still at the main office. Therefore, Numbe 
company was in default of requirements concerning its members’ register. 

(iv) S. 140(1) & (4) provides that any provision of a company’s articles of association 
shall be void if it provides for the calling of a meeting by a shorter notice than 28 
days, and where no agreement is obtained by the majority of members entitled to 
attend and vote. 

 

In the instant case, Gezi a member of Numbe Ltd disagreed with the provision of 
the company’s articles of association to call meetings at shorter notice than 21 
days. Therefore, the company articles of association’s provision for notices of less 
than 21 days was not lawful. 
 

(v) Remedies available for the aggrieved parties: 
 

 Chico may seek for a declaratory order of Court that he was a member and 
his name must be entered in the register of members. 

 The registrar of companies may administratively cause the company to pay 
a fine of 25 currency points, as provided by law. 

 Members of Numbe Ltd may seek for a court order to stop the directors 
from using the provision of the articles of association for shorter notices 
without the consent of the majority members.  

Solution 4 
 

Issues: 
(i) Whether Zidobe Ltd was justified not to provide Mugu with details of his 

employment. 
(ii) Whether it was lawful for Zidobe Ltd to contribute only 5% payment to NSSF for 

Mugu. 
(iii) Whether the 2 days’ unpaid paternity leave given to Mugu was lawful. 
(iv) Whether Zidobe Ltd was liable for Mugu’s injuries. 
(v) Whether there are any remedies available for the aggrieved parties. 
 

Resolution of issues: 
 

(i) S. 59 (1) & (3) of the Employments Act, 2006 provides that an employee is entitled 
to receive a written notice of particulars of employment from his employer, not 
later than 12 weeks after the date of commencement of employment. 
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In the instant case, Mugu who has been working for two years with Zidobe Ltd, 
has never been provided with particulars of employment or a contract  indicating 
the terms and conditions of employment. On inquiry, from his supervisor, he said 
that at least he has a job. This was against the provision of law. Therefore, Zidobe 
Ltd was not justified not to provide Mugu with details of his employment. 

(ii) Sections 11 & 12 of the National Social Security Fund (NSSF) Act Cap 222 provides 
for employers to remit to the NSSF 15% of the employee’s wages, where 5% is 
contributed by the employee and 10% by the employer. 

 

In this case, Mugu was informed by the human resource department that he was 
getting all his entitlements which included a 5% payment towards the NSSF 
contribution. The percentage which the company had to contribute for Mugo was 
not being remitted. Therefore, it was not lawful for Zidobe Ltd to contribute only 
5% payment to NSSF for Mugu. 

(iii) S. 57 (1) & (2) of the Employment Act, 2006 provides that immediately after a 
miscarriage of a wife, a male employee shall be entitled to a paternity leave of 4 
working days, with full pay of his wages. 

 

In this case, when Mugu’s wife suffered a miscarriage, Mugu was given only 2 
days of unpaid leave. Mugu’s request for more days of leave from work was totally 
ignored. Therefore, the 2 days’ unpaid paternity leave given to Mugu was not 
lawful. 

(iv) S.45 (3) of the Employment Act, 2006 provides that all employers are required to 
provide employees with equipment and tools necessary for performance of work.  
In this case, Mugu’s left hand was injured while carrying boxes of chemicals to the 
company store. All effort to get help or compensation from the company failed. He 
was only told to be more careful next time. No protective gear or equipment was 
provided by the company for workers. Therefore, Zidobe Ltd was liable for Mugu’s 
injuries. 

 (v) Remedies available for the aggrieved parties. 
 Mugu may complain to the Labour officer for an order to compel Zidobe Ltd to 

provide details of his employment. 
 Mugu may seek for a court order to compel Zidobe Ltd to contribute 15% to NSSF. 
 Mugu may complain to the Labour officer for an order of a fully paid paternity 

leave.  
 Mugu may seek for a court order to compel payment of compensation by Zidobe 

Ltd. 
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Question 5 
 

(a) Essential elements of a valid contract: 
 

The following are the essential elements that make a contract valid: 
 

(i) Consensus: This is where there is a meeting of minds (ad idem), and an 
agreement is reached. At common law, it must be when an offer is made 
by an offeror to an offeree, and the offeree accepts the offer. There must 
be free consent of the parties involved (S.10 of the Contracts Act, 2010). 

(ii) Capacity: This is a legally recognized right of a person to enter into a legally 
binding agreement. Capacity is dependent on age, soundness of mind and 
qualification by law to which a person is subject (S.11 of the Contracts Act, 
2010).  

(iii) Consideration: This is the price paid by a party to a contract for the promise 
of the other party, where the promise given is for value and is enforceable 
(Dunlop Pneumatic Tyre Co Ltd v Selfrige & Co. Ltd, 1915).The 
consideration must be lawful (S. 10(1)of the Contracts Act, 2010). 

(iv) Formality: An agreement must be entered into in a form or manner 
prescribed by the law. Where the required formality is absent, a contract 
may not be valid and enforceable. Some contracts can be oral, written, 
partly oral or written, or even implied from the conduct of the parties (S.10 
(2) of the Contracts Act, 2010). 

(v) Legality: A legally enforceable contract must have been entered into for a 
lawful purpose or object (S. 10(1) of the Contracts Act, 2010). Such an 
agreement must not be prohibited by statute or common law. 

(vi) Intention: In order to constitute a valid agreement, the parties thereto must 
have intended it to have legally binding effect (S.10 (1) of the Contracts 
Act, 2010). 

 

 (b) Circumstances that render an agreement void: 
 

(i) Agreement in restraint of profession, business or trade: These are 
agreements that restrain a person from exercising a lawful profession, trade 
or business of any kind (S. 21(1) of the Contracts Act, 2010). Such 
agreements unfairly limit the freedom of an individual (Horwood v Millar’s 
Timber Co., 1917). 

(ii) Agreements in restraint of law or legal proceedings: Where an agreement 
restricts a party absolutely from enforcing his/her rights in respect of a 
contract by legal proceedings or limit in time to enforce rights, such an 
agreement is void (S.22 (1) of the Contracts Act, 2010). 

(iii) Agreements that are uncertain: where an agreement is not certain in 
meaning or the meaning is not capable of being made certain, such 
agreement is void (S.23 (1) of the Contracts Act, 2010). 

(iv) Agreements by way of wager: Any agreement made by way of an 
unlicensed wager, where here is a promise to pay money or any other 
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consideration on the occurrence of an uncertain event, is void (S.24 (1) & 
(2) of the Contracts Act, 2010). 

(v) Agreements to do impossible acts: Any agreement to do an act which is 
impossible or becomes unlawful to perform is void (S.25 (1), (2) & (4) of 
the Contracts Act, 2010). This is where no one can perform the act by law 
or course of nature. 

(vi) Promise to do legal and illegal acts: Where a reciprocal promise is made to 
do a legal thing then an illegal thing, the promise to do an illegal thing shall 
be a void agreement (S.26 of the Contracts Act, 2010).  

(vii) Alternative promises, one part being illegal: Where an alternative promise 
is made with one part legal while the other part is illegal, the illegal part is 
void (S.27 of the Contracts Act, 2010). 

Solution 6 
 

(a) Distinction of general partnerships from limited partnerships in Uganda: 
 

A general partnership has partners who are jointly liable with other partners for all 
debts and obligations of the firm, incurred while they are partners (S. 9(1) of the 
Partnership Act, 2010). 
 

A limited partnership on the other hand, consists of one or more general partners 
who are liable for all debts and obligations of the firm, and also consists of one or 
more limited liability partners, who contribute a stated amount of capital and 
cannot be held liable for the firm’s debts beyond the amount of capital so 
contributed (S.47 (2) & (3) of the Partnership Act, 2010).    
 

(b) The basis for determining property of a partnership: 
 

(i) Partnership property is applied by the partners exclusively for the partnership, and 
in accordance with the partnership agreement (S. 22 (2) of the Partnership Act, 
2010). 

(ii) All property, rights and interests in property that was originally brought into the 
partnership stock by purchase or otherwise for use in the course of partnership 
business distinguishes it as solely for the partnership (S.22 (1) of the Partnership 
Act, 2010). 

(iii) All property bought using money that belongs to the firm is partnership property 
(S.23 of the Partnership Act, 2010). 

 

 (c) General rules which determine the existence of a limited partner in a 
partnership:  

 

(i) A limited partner does not participate in the firm’s business or management and 
does not bind the firm (S.52 (1) of the Partnership Act, 2010). If he/she does so, 
he/she will be deemed to be a general partner and will be liable for all firm’s debts 
and obligations (S.52 (3) of the Partnership Act, 2010). 
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(ii) During the lifetime of the firm, a limited partner cannot withdraw capital he 
contributed or any part of it. If he/she does so, he/she becomes a general partner 
with full liability for debts and obligations (S.47 (4) of the Partnership Act, 2010). 

(iii) Death or bankruptcy of a limited partner does not cause dissolution of the firm 
(S.52 (5) of the Partnership Act, 2010). 

(iv) Lunacy of a limited partner does not cause dissolution of the firm, unless the share 
of the limited partner cannot be separated or ascertained from the assets of the 
firm by any other means (S.52 (5) of the Partnership Act, 2010). 

(v) In contrast to a general partner, a limited partner cannot dissolve the firm by 
notice (S.52 (7) (e) of the Partnership Act, 2010). 

(vi) With the consent of general partners, a limited partner may assign his/her shares 
or contributions in the partnership (S.52 (7) (b) of the Partnership Act, 2010). 

(vii)  A limited partner may, upon giving notice to general partners, inspect the firm’s 
books, ascertain the state and prospects of the partnership business (S.52 (2) of 
the Partnership Act, 2010). 
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Issues: 
(i) Whether it was lawful for Mubulu and Kawo not to declare profits to the 

shareholders. 
(ii) Whether the shareholders of Muka Limited can have the company liquidated. 
(iii) Whether the directors’ resolution to offer shares at a discount was lawful. 
(iv) Whether the directors’ refusal to alter articles of association was justified. 
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues: 
(i) A promoter stands in a fiduciary relationship to the company and consequently, 

owes fiduciary duties to it. It follows that a contract made between a promoter 
and the company is voidable at the option of the company, unless he/ she has 
disclosed all material facts relating to the contract, to an independent board 
and the company has freely agreed to its terms (Erlanger v New Sombrero 
Phosphate). 

 

Promoters are not allowed to make secret profits while acting as such. If they 
do, the company may recover it (Gluckstein v Barnes (1900) AC 240 H.L).  
In the instant case, Mubulu and Kawo sold petroleum products on behalf of 
Muka Ltd and realised substantial profits, which they did not declare when Muka 
Ltd was incorporated. This was a breach of fiduciary duties. Therefore, it was 
not lawful for Mubulu and Kawo not to declare profits to the shareholders.  

 

(ii) Section 58 of the Insolvency Act, 2011 provides that a company may be 
liquidated voluntarily by special resolution, if by reason of its liabilities it cannot 
continue business. 

 

In the instant case, Muka Limited’s financial performance has not been good 
and the shareholders proposed that it should come to an end. Therefore, the 
shareholders of Muka Limited can have the company liquidated. 

(iii) Section 67 (1) (a) of the Companies Act 2012 provides that a company may 
issue shares at a discount by resolution passed by the company, in the general 
meeting and sanctioned by court. 

 

In this case, a resolution was taken by the company directors to sell shares at 
a discount but it was not sanctioned by Court. Some shareholders were not 
satisfied with the directors’ decision. Therefore, the directors’ resolution to offer 
shares at a discount was not lawful. 

(iv) Section 10(1) (a) of the Companies Act, 2012 provides that a Company may, 
by special resolution, alter its Articles of Association to carry out business 
economically and more effectively. 

 

In the instant case, the shareholders of Muka Limited are proposing to alter the 
articles of association to enable the company carry on business more 
economically. Therefore, the directors’ refusal to alter articles of association 
was not justified. 
 

  
Solution 2 
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(v) Remedies available to the aggrieved parties: 
 Muka Limited may seek for a Court order to recover secret profits from 

the promoters. 
 The company shareholders may seek for a Court order to liquidate it. 
 Muka Limited may sue the promoters for damages for breach of fiduciary 

duty. 
 The shareholders may seek for a declaratory Court order that alteration 

of Articles may be done lawfully. 
 The shareholders may seek for an injunction against the directors, 

prohibiting them from selling company shares at a discount. 
Solution 3 
 

Issues: 
 

(i) Whether Kawonawo’s property may be attached by the company creditors. 
(ii) Whether Directors were justified to refuse Ndundu’s registration as a 

shareholder. 
(iii) Whether the omission of Bwiso’s name in the company register was lawful. 
(iv) Whether the appointment of Musota as an auditor was lawful 
(v) Whether there are remedies available to the aggrieved parties. 
 
Resolution of issues: 
 

(i) Section 49 of the Companies Act, 2012 provides that where a company, other 
than a private company, carries on business without having at least two 
members for more than six months and knows that it is carrying on business 
with only one member, the member is liable jointly and severally with the 
company, for the payment of the company’s debts contracted during the 
period. 

 

In this case, Kawonawo continued running the company alone since June, 2021 
when the other two shareholders died. Kawonawo together with the Company 
are jointly liable for the debts of the company contracted during that period. 
Therefore, Kawonawo’s property may be attached by the company creditors. 

(ii) Section 30 of Table A of the Companies Act, 2012 is to the effect that any 
person entitled to a share following the death of a member, may elect to be 
registered himself or herself, upon producing such evidence. 

 

In this case, Ndundu’s father who was a shareholder died but upon presenting 
letters of administration to the company, the Directors refused to register him 
as a member of the company. This was against the provision of law. Therefore, 
the Directors were not justified to refuse Ndundu’s registration as a 
shareholder. 

(iii) Section 125(1) (a) of the Companies Act,2012 is to the effect that Court has 
power to rectify a company register where the name of a person is, without 
sufficient cause, entered in or omitted from the register of members. 

 

In the instant case, Bwiso bought shares in the company but his name was 
omitted from the company register. Therefore, the omission of Bwiso’s name 
in the company register was not lawful. 
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(iv) S.169 (1) (a) of the Companies Act,2012 provides that a person shall not be 
qualified for appointment as an auditor of a company unless he/she is a 
member of one or more professional bodies specified in the Accountants Act. 

 

In this case, Tombe Ltd appointed Musota a lawyer, as the company auditor. 
Musota did not qualify to be appointed as an auditor of the company. Therefore, 
the appointment of Musota as an auditor was not lawful. 

(v) Remedies available to the aggrieved parties: 
 Creditors may seek for a Court order to attach Kawonawo’s property 

and recover the due debts. 
 Ndundu may seek for a Court order to compel his registration as a 

member. 
 Bwiso may seek for a Court order for rectification of the company 

register. 
 Shareholders may seek for a Court order removing Musota as auditor. 

 

Solution 4 
 

Issues: 
 

(i) Whether the agreement clause precluding Sauti from reporting to the labour 
office was lawful. 

(ii) Whether it was lawful for Jeresi to be given only 10 days of leave. 
(iii) Whether the denial by Directors to give Muleme a company car was justified. 
(iv) Whether Mpuuta has a cause of action against Muleme. 
(v) Whether there are any remedies available to the parties. 

 

Resolution of issues: 
 

(i) Section 4 (a) & (b) of the Employment Act, 2006 provides that any provision in 
an agreement or contract of service that precludes a person from presenting a 
complaint under the Act, to the Labour officer, is void. 
In the instant case, there was a clause in the agreement signed by Sauti, 
precluding her to report a complaint to the Labour office. This was against the 
law. 
Therefore, the agreement clause precluding Sauti from reporting to the labour 
office was not lawful. 

 

(ii) Section 56 (1) of the Employment Act, 2006 provides that a female employee 
is, as a consequence of pregnancy, entitled to a period of sixty working days 
leave from work on full wages referred to as “maternity leave”. 

 

In the instant case, Jeresi gave birth but was granted only 10 days of maternity 
leave. This was against the provision of law. Therefore, it was not lawful for 
Jeresi to be given only 10 days of leave. 

(iii) S.6 (3) of the Employment Act, 2006 prohibits discrimination at a workplace. 
Under the Act, discrimination includes any distinction made on the basis of 
disability which has the effect of preventing an employee from obtaining any 
benefit of a contract of service. 

 

In the instant case, Muleme was one of the Senior Officers and was entitled to 
a vehicle. However, the Directors did not give him a car because he was 
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disabled. This amounted to discrimination. Therefore, the denial by Directors 
to give Muleme a company car was not justified. 

(iv) According to section 35 (1) of the Trustees Act, Cap.164, where there are two 
trustees and one of them dies, both the office and estate pass onto the survivor. 

 

In the instant case, upon the death of Nondo, the office and the estate of the 
trust passed on to Muleme but Mpuuta threatened to sue him for that. There 
was no cause for Mpuuta to sue Muleme.  

(v) Remedies available to the aggrieved parties: 
 Sauti may seek for a Court order declaring the agreement void. 
 Jeresi may file a complaint to the Labour officer, to claim for full 

maternity leave  
 Mulema may seek for a Court order to stop discrimination by the 

company. 
 Muleme may seek for a Court order declaring him a right trustee for the 

estate. 
 

Solution 5 
 

(a) (i) Rules that govern consideration as an essential element of a contract: 
 

 Consideration must be sufficient or real but it need not be adequate: It 
must be something of some value in the eyes of the law (Thomas v 
Thomas, 1842). While courts only enforce a promise where value has 
been given, they do not generally inquire into the adequacy of such value 
or whether the agreement is unfair or harsh. 

 Consideration must not be past: In order to succeed in a case, one must 
prove to court that he was induced to do what he did by the promise 
which the other party made and he would not have done what he did if 
that party had not made the promise. In such a case, the plaintiff’s act 
and the defendant’s promise constitute a single transaction. 
Consequently, if the plaintiff performed the act before the defendant 
made the promise, the performance of the act would not constitute 
consideration for the defendant’s promise. 

 Consideration must move from the promisee: This means that only the 
person who has personally given consideration for a promise can sue for 
breach of the promise. A person who has not given consideration for a 
promise cannot sue the promisor for the simple reason that he cannot 
expect to get something from nothing. Common law regards a contract 
as a bargain between the parties to a commercial transaction, each of 
whom has bought a promise of the other with his own promise or act 
(Dunlop v Selfridge, 1914). 

 Consideration must be of some value: An act or promise will only amount 
to consideration if the law recognises that it has some economic value. 
Courts have held that a promise to pay a lessor sum on a day earlier 
than the due date for the debt payment, if accepted by the creditor, is 
sufficient to relieve the debtor from further liability (Pinnel’s case, 1602). 
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(ii) Remedies for breach of a contract: 
 Refusal of further performance/rescission: If one party has breached the 

contract, the other party may treat it as rescinded and refuse further 
performance. By treating the contract as rescinded, she/he makes 
himself liable to restore any benefits he has received (Armstrong v 
Jackson, 1914). 

 Damages: Whenever there is breach of a contract by one party, the 
other party is entitled to bring an action for damages. If he has sustained 
no loss from the breach, he will only be entitled to nominal damages, 
that is, damages which recognise that he has had a legal right infringed. 
If he has sustained loss, he is entitled to substantial damages (Hadley v 
Baxendale, 1854). The injured party has to be placed in the same 
financial position as if the contract had been performed (Sunley Ltd v 
Cunard White Star Ltd, 1940). 

 Quantum meruit: Where there is a breach of contract, the injured party 
may, instead of suing for damages, claim payment for what he has done 
under the contract. His right to payment does not arise out of the original 
contract, but is based on an implied promise by the other party, arising 
from the acceptance of an executed consideration (Planche v Colbum, 
1831). This is termed as quantum meruit. 

 Specific performance: Instead of awarding damages to the injured party, 
a decree for specific performance may be granted. Specific performance 
means the actual carrying out by the parties of their contract, and in a 
proper case, court will insist on the parties carrying out their agreement 
(Beswick v Beswick, 1968). Specific performance is usually granted in 
contracts connected with land or debentures in a company. 

 Injunction: This is an order of court restraining a person from doing an 
act. It will be granted to enforce a negative stipulation in a contract 
where damages would not be an adequate remedy. An injunction, being 
an equitable remedy, is not automatically available but is issued at the 
discretion of the court. It will not be awarded when damages would be 
sufficient compensation to the plaintiff (Ibrahim Habib v Sheikh Brothers 
Investment Ltd, 1972). 

(b) Different types of agents 
 

(i) Factors: A factor is a mercantile agent who, in the customary course of 
his business as such agent, has authority to sell goods, or consign goods 
for sale, to buy goods, or to raise money on the security of goods. A 
factor has a general lien on goods in his possession and on the proceeds 
of sale of such goods, for the balance of account between himself and 
his principal. 

(ii) Brokers: These are agents who are employed to buy or sell on behalf of 
other people. They differ from factors by not having possession of goods, 
and consequently they have no lien and they cannot sue in their own 
names on the contract. Brokers who are members of a stock exchange 
have an implied authority to make their contracts subject to the rules of 
such institution, but beyond that they have no implied authority of any 
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kind. Brokers are not liable to their principal for the failure of a buyer to 
pay the price. 

(iii) Del Credere agents: These are agents employed to sell goods in 
consideration of a higher reward than is usually given, and guarantee 
due payment of the price of all goods sold. If the buyer does not pay 
the principal, the agent will have to do so. He is, however, not liable in 
the reverse situation, since he is not the buyer’s agent. He is also not 
liable if the buyer does not accept the goods since he does not guarantee 
that a buyer will accept delivery (Gabriel & sons v Churchill and Sim, 
1914). 

(iv) Auctioneers: An auctioneer is an agent who sells goods at a public 
auction. He has possession of goods to be sold and a special property in 
them, giving him a lien on them and on their price, for his charges. He 
has authority to receive the purchase price and can sue for it, in his own 
name. 

(v) Confirming houses: In export trade, when a supplier receives an order 
from a customer from abroad, he may request for confirmation of that 
order by a person in the supplier’s country. The confirmer gives 
assurance to the bargain which has been made by the primary contractor 
and is personally liable to the supplier, if the buyer abroad fails to 
perform the contract (Sobel Industries Ltd v Cory Bros. & Co. Ltd, 1955). 

 

Solution 6 
 

(a) (i) Circumstances under which a trust can be created: 
 

 Registration of Titles Act: A settlor may create a trust by manifesting an 
intention to create it (Jones v Lock, 1865). No formalities are required 
for creation of an inter vivos trust of personality. However, evidence in 
writing is required for creation of trust in land. S. 92 of the Registration 
of Titles Act, Cap. 230 stipulates that any declaration of trust respecting 
land must be evidenced by a Memorandum in writing, signed by the 
party creating it. 

 By Will/Secret Trust: S. 50 of the Succession Act, Cap. 269 provides that 
all trusts created by testamentary disposition must be executed and 
attested in accordance with the formalities therein prescribed. These are 
that: 
1. The will shall be in writing; 
2. It shall be signed at the foot or end thereof by the testator or 

some other person in his presence and by his direction; 
3. The signature must be acknowledged by at least two witnesses 

in writing, in the presence of the testator. 
 Declaration of trust by Settler: The settlor may declare himself a trustee 

instead of transferring his property to trustees. In case the trust relates 
to land, it must be evidenced in writing. Otherwise, the declaration may 
be oral or inferred from conduct. Any words which clearly express the 
intention to create the trust will be sufficient and the settlor will 
thereafter be bound, provided the trust is unconditional. 
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(ii) Duties of the trustees: 
 

 Reduction of property into possession: Upon appointment as a trustee, 
he has to find out what the trust property is, the directions of the trust 
instrument in regard to it and whether the trust property has been 
properly and safely invested. He should ensure that he transfers to 
himself any property that did not pass to him under the deed of 
appointment, as well as transfer of all documents affecting the trust 
property, such as title deeds and share certificates. 

 Duty to invest: A trustee is under duty to invest funds in his custody. 
Investment refers to use the money to purchase anything from which 
interest or profit is expected (Re Wragg, 1919). 

 Duty to distribute: A trustee has a duty to make out payments of income 
and capital as they become due and to do so to persons who are properly 
entitled. If he fails to do so, it amounts to breach of trust. 

 Duty to maintain equality between beneficiaries: A trustee should not 
favour one beneficiary at the expense of another. He should act 
impartially between all the beneficiaries. For example, a trustee should 
act impartially between a beneficiary who is entitled to the income out 
of the trust property and the one who is entitled to capital under the 
trust. 

 Duty to provide accounts and information: A trustee should keep 
accounts and be ready to produce them to the beneficiaries at any 
time. The beneficiary’s right is merely to see and inspect accounts. If 
he requires a copy thereof, he has to pay for it. Accounts should be 
prepared in a simple form, understandable to the beneficiaries. 

 Fiduciary duties: The fiduciary duties of a trustee include: 
Remuneration – an ordinarily a trustee acts gratuitously or may apply 
income for maintenance and advancement of an infant beneficiary; 
o A trustee should not buy trust property; 
o He must account for incidental profits to beneficiaries; 
o A trustee should not compete with the trust. 

(c) Different types of courts in Uganda starting from the lowest to the 
highest: 
 Magistrates Courts: These are subordinate courts headed by the Chief 

Magistrate, who has a fiscal jurisdiction of up to fifty million shillings. 
Under him is the Magistrate Grade I Court, with fiscal jurisdiction of a 
subject matter not exceeding twenty million shillings. Also, the 
Magistrate Grade II Court with jurisdiction where the subject matter 
does not exceed five hundred thousand shillings. 

 The High Court: The High Court has original as well as appellate 
jurisdiction in both civil and criminal matters. It has unlimited original 
jurisdiction in all matters as conferred on it by the Constitution. 

 The Court of Appeal: This Court hears appeals in both civil and criminal 
matters from the High Court, and also matters related with interpretation 
of the Constitution, when constituted as the Constitutional Court. 

 The Supreme Court: The Supreme Court hears appeals from the Court 
of Appeal in civil, criminal and constitutional matters. It is the highest 
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Court of Appeal in the country. It has original jurisdiction for presidential 
election petitions. 
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Issues: 
 

(i) Whether Josh & Jesh Ltd is liable to pay for supplies from Kazimoto. 
(ii) Whether Josh is liable for the loss incurred by Josh & Jesh Ltd. 
(iii) Whether Vuyo was in breach of the contract with Boom Ltd. 
(iv) Whether Jane and John can commence an action against 5 other shareholders, 

promoters and directors of the company. 
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues: 
 

(i) Section 54(3) of the Companies Act, 2012 provides that where a company 
adopts a pre-incorporation contract, the liability of the promoter of that 
company shall cease. 
In the instant case, Josh and Jesh entered into a contract with Kazimoto 
Electricals Ltd on behalf of Josh and Jesh Ltd, which had not been registered. 
The company later on ratified the contract on registration. 
Therefore, Josh and Jesh Ltd is liable to pay for the supplies from Kazimoto. 

(ii) A company may rescind a contract where a promoter breaches his/her fiduciary 
duty to the company (Erlaunger v New Sonbrero Phosphate Co, 1878). 
Disclosure to the entire membership would be equally effective, before a 
promoter sells his property to the company (Salomon v Salomon & Co Ltd, 
1897). 
In this case, Josh conspired with one director and sold his building to the 
company, without full disclosure of the circumstances and in breach of fiduciary 
duty to the company. The building was sold at a high price, above market value, 
thus causing loss to the company. 
Therefore, Josh is liable for the loss incurred by Josh and Jesh Ltd. 

(iii) Court can “pierce the corporate veil” if a company is simply a mere device to 
evade legal obligations, in discrete circumstances, where a company is formed 
as a stratagem, a cloak or sham in order to mask the effect of carrying on of a 
business to evade contractual obligations (Gilford Motor Co Ltd v Horne, 1933). 
In the facts, Vuyo was fired but she subsequently set up a competing company. 
This was against the employment contract she signed with Boom Ltd. 
Therefore, Vuyo was liable for breach of the contract with Boom Ltd. 

(iv) A company is the proper claimant and is a legal person, separate from its 
members. So, a member cannot bring an action to redress a wrong done to the 
company (Foss v Harbottle (1842). 
In the facts of this case, John and Jane intend to commence an action against 
5 other shareholders, promoters and directors of the company, as a result of 
the sale of property to the company at an exorbitant price. The property 
belonged to the 5 shareholders. 
Therefore, John and Jane cannot commence an action against 5 other 
shareholders, promoters and directors of the company. 

(v) Remedies available to the aggrieved parties:  

   
Solution 2 
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 Kazimoto may seek for a court order to compel payment from Josh & Jesh 
Ltd.  

 Josh and Jesh Ltd may seek for a court order for payment of damages by 
Josh. 

 Boom Ltd may seek for a court order to compel Vuyo to pay damages for 
breach. 

 John and Jane may seek for inspection and redress from the registrar of 
companies. 

Solution 3 
 

Issues: 
 

(i) Whether Mumbe was justified to decline to prepare and issue a notice for the 
meeting.  

(ii) Whether the appointment of Chris as a company director was lawful. 
(iii) Whether the audit of Kombe Ltd by Uki & Associates was lawful. 
(iv) Whether Kimera & Associates is liable for the fictitious audit report. 
(v) Whether there are any remedies available to the parties 
Resolution of issues: 
 

(i) One of the duties of a company secretary is to prepare and issue company 
notices, (Gore Browne on Companies, 4th Ed, 1977). 
In the instant case, Mumbe declined to prepare the notice for members to 
attend the annual general meeting, which he did not consider to be his task. 
This was against the law. Therefore, Mumbe was not justified to decline 
preparing and issuing a notice for the meeting. 

(ii) Section 197(1) of the Companies Act, 2012 provides that a person who is 
appointed as director of a company at a time before attaining 18 years of age, 
shall give notice of his or her age to the company. 
In this case, Bob’s 17 years old son, Chris, was considered to become a director 
by all other directors except Bob. Chris did not give any notice of his age as 
required by law. 
Therefore, the appointment of Chris as a company director was not lawful. 

(iii) Section 169(2) (a) of the Companies Act 2012 prohibits an officer or servant of 
a company to be appointed as the company auditor. 
In the instant case, the company appointed Uki & Associates as auditor of the 
company. Uki & Associates belonged to Maki, the chief accountant, therefore 
Maki’s company carried out the company audit. 
Therefore, the audit of Kombe Ltd by Uki & Associates was not lawful. 

(iv) An auditor owes a duty to a non-member of the company, if knows that the 
audited report is likely to be relied upon by the non-member (Arenson v 
Arenson 1977). 

 

In this case, the bank granted a loan to the company basing on the audited 
report, but the company defaulted on payments. The bank discovered that the 
audit report contained fictitious assets.  
Therefore, Kimera & Associates is liable for the fictitious audit report. 

(v) Remedies available to the parties: 
 Kombe Ltd may seek for the registrar’s order to compel Mumbe’s action.  
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 Bob may seek for the registrar’s declaration that Chris was appointed 
unlawfully. 

 Shareholders of Kombe Ltd may seek for an order of court declaring the 
audit by Uki & Associates unlawful. 

 Kombe Ltd may sue Kimera & Associates for damages for the fictitious audit 
report 

Solution 4 
 

Issues: 
(i) Whether Kyali was liable for payment of the partnership loan. 
(ii) Whether the denial of Brenda’s access to books of accounts was justified.  
(iii) Whether Brenda and Kyali were justified to refuse Oliver’s decision to dissolve 

the partnership. 
(iv) Whether Kate is justified to continue as surviving trustee of Kato’s estate. 
(v) Whether there are any remedies available to the aggrieved parties. 
Resolution of issues: 
 

(i)  Section 19 (1) of the Partnerships Act, 2010 provides that a person who is 
admitted as a partner into an existing firm does not become liable to the 
creditors of the firm for anything done before he or she became a partner. 
In the instant case, Kyali received a demand notice of Shs 5 million in respect 
of a loan obtained by the partnership, two years before he joined. 
Therefore, Kyali was not liable for payment of the partnership loan. 

(ii) Section 26 (c) (i) of the Partnership Act 2010 provides that every partner may, 
at all reasonable times, have access to partnership books. 
In this case, Brenda was denied access to the partnership books of accounts. 
Therefore, the denial of Brenda’s access to books of accounts was not justified. 

(iii) Section 34 (c) of the Partnership Act 2010 provides that subject to any 
agreement among partners, a partnership is dissolved if entered into for an 
indefinite time, by the agreement of the partners to dissolve the partnership. 
 

In the instant case, Oliver wrote to her fellow partners that she intended to call 
for dissolution of the partnership. However, their agreement provided that the 
partnership would only be terminated by mutual arrangement. In this instance, 
Brenda and Kyali were against Oliver’s decision. 
Therefore, Brenda and Kyali were justified to refuse Oliver’s decision to dissolve 
the partnership. 

(iv) Section 35 (1) of the Trustees Act Cap 164 is to the effect that when one of the 
trustees dies, the estate and office passes on to the surviving trustees. 
 

In this case, Mate and Kate were both trustees of Kato’s estate. When Mate 
died in a car accident, Kate continued to occupy the office of trustee alone, but 
one of the beneficiaries requested her to leave the office to vest the estate to 
all the beneficiaries. This was not in accordance with law. Therefore, Kate is 
justified to continue as surviving trustee of Kato’s estate. 

(v) Remedies available to the aggrieved parties: 
 Kyali may seek for a declaratory court order that he was not liable for 

the firm’s loan. 
 Brenda may seek for a court order to allow her access to the books of 

account. 
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 Brenda and Kyali may seek for a court order to prohibit dissolution of 
the firm without their consent. 

 Kate may seek for a declaratory order of court that that she has a right 
to continue as trustee for Kato’s estate. 

Solution 5 
 

(a) Distinction of a void contract from a voidable contract: 
 

A void contract is a contract which lacks enforceability by law. This may be a 
result of lack of consideration (S.20(i) Contracts Act 2010); incapability of being 
made certain (S.23 Contracts Act); doing an impossible act (S.23(i) Contracts 
Act); in restraint of legal proceedings (S.22(i) Contracts Act); in restraint of 
profession or trade (S.21(i) Contracts Act); or a wagering contract (S.24(i) 
Contracts Act). 
On the other hand, a voidable contract is one where the party whose consent 
was obtained by coercion, undue influence, fraud or misrepresentation, may 
opt to avoid it (S.16 (i) Contracts Act, 2010). 

(b) The different ways in which a contract may be discharged: 
 

(i) Discharge by performance: The contract comes to an end when both 
parties perform their contractual obligations. Performance must 
substantially correspond with what the parties agreed, allowing for minor 
or trivial defaults. 

(ii) Discharge by agreement: The parties themselves can agree to end the 
contract, form a new contract or vary the original one (Re: Moore & Co. 
v Laudauer & Co., 1921). 

(iii) Discharge by frustration: A contract automatically comes to an end if it 
is discharged by frustration, such as destruction of the subject matter 
(S.66 (i) Contracts Act 2010; Nickoll & Knight v Ashton Co. Ltd, 1901). 

(iv) Discharge by breach: Where one of the parties fails to perform their side 
of the contract, the innocent party may terminate the contract and 
commence proceedings for damages, or other appropriate remedy (S.64 
(e) Contracts Act 2010; Frost v Knight, 1872). 

(v) Lapse of time: Where a contract is formed for a specific time, when that 
time lapses, the contract is discharged (Panesar v Popat, 1968). 

(vi) Death or bankruptcy: Death discharges a contract for personal services, 
but other contracts are not discharged by death. On bankruptcy, all 
rights and obligations of a bankrupt person pass to the trustee in 
bankruptcy. 

(c) Remedies available for breach of contract: 
 

(i) Compensatory damages: Where there is breach of contract, the affected 
party is entitled to bring an action for damages, to compensate for the 
breach (Susley Ltd v Cunard White Star Ltd, 1940). 

(ii) Specific performance: Specific performance is a type of remedy for 
breach of contract, in which court orders the party in breach to perform 
their end of the bargain. Court grants a decree for specific performance 
(Posner v Scott Lewis, 1986). 
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(iii) Injunction: An injunction order granted by court restrains a person from 
doing the act. It is granted where damages would not be an adequate 
remedy (Metropolitan Electric Co. v Ginder, 1901). 

(iv) Rescission: Rescission allows a non-breaching party to cancel the 
contract, i.e. rescind it. Rather than seeking monetary damages, the 
non-breaching party can simply refuse to complete their end of the 
bargain. Rescission puts the parties back in the position they would have 
been, had they never entered into the contract. 

(v) Liquidated damages: Liquidated damages are a specific amount the 
parties agree to in the contract, as compensation for a breach (Cellulose 
Acetate Silk Co. v Widnes Foundry, 1933). 

(vi) Quantum meruit: This is an award of damages for a claim of payment 
for what has been done under the contract (Planche v Colburn, 1831). 

(vii) Nominal damages: Court may award nominal damages as a remedy for 
breach of contract, when the plaintiff cannot support his/her claim for 
compensatory damages. Court recognises that a breach of contract 
occurred, but no harm can be calculated. 

Question 6 
 

(a) Different types of courts in Uganda, in descending hierarchy: 
 

(i) Supreme Court: this is the highest court at the highest level of 
jurisdiction. It hears appeals from the Court of Appeal and has original 
jurisdiction for presidential election petitions. 

(ii) Court of Appeal: This is the second highest court and has civil and 
criminal appellate jurisdiction from the High Court. It may be constituted 
as a constitutional court whenever the need arises. 

(iii) High Court: this is the third highest court. It has unlimited original 
jurisdiction and also has appellate jurisdiction from the magistrates’ 
courts. 

(iv) Magistrates Courts: Magistrates courts are at a lower level from the High 
Court. They consist of the Chief magistrates’ court, the Grade I 
magistrate’s court and Grade II magistrate’s courts. The Grade I and 
Chief Magistrates’ courts have unlimited jurisdiction over matters of civil 
and customary law. 

 

(b) The different sources of law in Uganda: 
 

(i) The Constitution of the republic of Uganda, 1995: This is the supreme 
law of Uganda, binding all authorities and persons. Where any law is in 
conflict with provisions of the constitution, the constitution prevails over 
such law. 

(ii) Legislation: These are Acts of Parliament, which is mandated as the 
legislative arm of government. It has power to make new laws, amend 
or even abolish some. It also has power to delegate its function to 
designated persons.  

(iii) Case law and judicial precedents: These are made by the courts of 
record of Uganda.  Whenever there is a judgment to a case, it may later 
be treated as law for the similar cases. Thus, the judicial precedents 
become sources of law in Uganda. 
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(iv) Common law: Uganda was governed by United Kingdom for a long time 
and it was practiced to maintain the legal system in Uganda. Uganda still 
follows the English common law in its legal system.  

(v) Customary law: This is a declaratory kind of law, contained in the 
customs of the land and which judges declare. In Uganda, English 
customs became part of the law. Customary law considers any 
established current customs or usages which are not repugnant to 
natural justice.  

(vi) Equity: The doctrines of equity evolved from the need to mitigate rigidity 
of common law, in order to apply moral standards of justice. It also 
developed through precedents.  

(vii) Doctrine of natural justice: These are used where no express rule is 
applicable in any matter before court. It upholds the principles of natural 
justice, equity and good conscience, which are values of judgment where 
there are conflicting interests. 
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Solution 2 
 

Issues: 
 

(i) Whether Kirimutu, his wife and sons qualify to form a company. 
(ii) Whether Kataku is liable to pay the debt of Kataku Enterprises Ltd. 
(iii) Whether the shareholders were justified to task the directors to declare 

dividends. 
(iv) Whether members of Kabaya Ltd can sue the directors. 
(v) Whether there are remedies available to the aggrieved parties. 
 

Resolution of issues: 
 

(i) Section 4(1) & (2) (a) of the Companies Act, 2012 provides that any one or 
more persons may for a lawful purpose, form a company, by subscribing their 
names to a memorandum of association and otherwise complying with the 
requirements of this Act in respect of registration, form an incorporated 
company, with or without limited liability. The company may be a company 
having the liability of its members limited by the Memorandum to the amount, 
if any, unpaid on the shares respectively held by them in this Act, referred to 
as “a company limited by shares”  

 

In the instant case, Kirimutu wants to do business with his wife and sons as a 
registered entity, where he will not be liable for any eventuality that may occur. 
The law provides for registration of a private company limited by shares, where 
no one will be liable for debts of the company in excess of the unpaid shares. 
Therefore, Kirimutu, his wife and sons qualify to form a company. 
 

(ii) Section 4 (2) (a) of the Companies Act, 2012 provides that a company may 
have the liability of its members limited by the Memorandum to the amount 
unpaid on the shares respectively held by them. 
Furthermore, the company is a distinct legal entity or person liable for all its 
debts and obligations. The liability of the shareholders of the company is limited 
to the amount remaining unpaid on the shares. A company’s creditors can only 
sue the company not the shareholders. (Sentamu v UCB, 1983).  
 

In this case, Kataku Enterprises Ltd dealt in hides and skins, which business 
boomed before the COVID 19 pandemic but it thereafter collapsed because 
there was no business moving. One of the company suppliers then threatened 
to sue Kataku for payment of hides and skins supplied. 
This was not in line with the provision of law.  Therefore, Kataku is not liable 
to pay the debt of Kataku Enterprises Ltd. 

 
(iii) According to Table A, Section 116 of the Companies Act 2012, a dividend shall 

not be paid otherwise than out of profits. 
A dividend is essentially a share of the company’s declared profits relative to a 
member’s shareholding. The basic rule is that dividends should not be paid out 
of capital. Re: Exchange Banking Co, Flitcroft’s case, 1882).  
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In the instant case, shareholders of Kabaya Ltd wanted the directors to declare 
dividends but the directors informed the shareholders that there were no profits 
realised and no dividends could be declared for that year. When one member 
informed the shareholders that the company had a lot of money in capital from 
which dividends could be paid, the members tasked the directors for payment. 
The advice provided by a member which other members based upon to request 
for dividends, was to force the directors to encroach upon the company assets 
and it was against the law. 
Therefore, dividends cannot be declared when no profits were made by Kabaya 
Ltd. 
 

(iv) An individual shareholder (minorities) may sue in place of the company (Foss 
V Harbottle, 1957). An individual member or minority shareholders may sue as 
an exception to the general rule of a company suing, where those in control of 
the company are perpetrating a fraud on the minority (Atwool v Merryweather 
(1967). 

 

In the instant case, some members found out that the directors had used 
fraudulent means to siphon money from the company. This was against the 
law for the controllers of the company to perpetrate fraud. Therefore, members 
of Kabaya Ltd can sue the directors. 
 

 (v) Remedies available to the aggrieved parties: 
 Kirimutu, his wife and sons may form and register a private company. 
 Kataku may seek for a court order to declare him not liable for debts of 

Kataku Enterprises Ltd. 
 Directors may seek for a declaratory court order that dividends are 

paid from company capital. 
 Kabaya Ltd members may seek for a court order to compel 

directors to refund the siphoned company money. 
 

Solution 3 
 

Issues: 
(i) Whether Ndeku is liable for the debts of Ndeku and Co. Advocates. 
(ii) Whether Munaku can create a trust for his properties. 
(iii) Whether Mulife had a cause of action against the factory. 
(iv) Whether Kafuna can recover his money from Mudogo. 
(v) Whether there are remedies available to the aggrieved parties. 
 

Resolution of issues: 
 

(i) the Partnerships Act, 2010 provides that a retiring partner continues to be liable 
for the firms debts or obligations incurred before his retirement.  
 
In the instant case, Ndeku got misunderstandings with his colleagues and opted 
out of Ndeku & Company advocates, thereby ceasing to be a partner, and he 
retired to join another firm of advocates. After his retirement, he was served 
with a demand note from Kyepere, for payment of a debt for supplies recently 
delivered to the firm. This was against the provision of law. Therefore, Ndeku 
is not liable for the debts of Ndeku and Co. Advocates. 
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(ii) Any person may create a trust by manifesting an intention to do it (Jones v 
Lock, 1865). 
 

Section 36 (1) of the Succession Act 2000 provides that every person of sound 
mind and not a minor may by will dispose of his or her property. This can be 
read together with Section 50 of the Succession Act 2000, which effectively 
provides for the making of a Will (i.e. a secret trust) in writing, signed and 
witnessed by at least two persons in the presence of the testator. 

 

Furthermore, Section 2(1) of the Trustees Act 2000 provides that except where 
otherwise expressly provided, the Act applies to trusts, including executorships 
and administratorships constituted or created either before or after the 
commencement of the Act. 
 

In this case, Munaku who had property in different parts of Uganda and feared 
that in case of any eventuality, he may lose his property or his family may not 
benefit from his riches. 
He therefore wanted to secure the property and suggested use of a trust. The 
law provides for creation of a trust through writing of a Will, and thereafter, an 
executioner or an administrator of the estate in case of death may be appointed 
to manage the properties. Therefore, Munaku can create a trust for his 
properties. 
 

(iii) Under the law of torts, a person has a duty to take reasonable care to avoid 
acts or omissions which one can reasonably foresee would be likely to injure 
one’s neighbor (Donoghue v Stevenson, 1932). 

 

Furthermore, a defendant has the burden to prove that an accident did not 
occur through any want of care on his part (Ward v Tesco Stores Ltd, 1976). 
 

In this case, Mulife who was running from a stray dog tried to take refuge in 
the nearby factory. When he reached the factory gate, he slid and his right leg 
got broken and it was later amputated. It was later found out that liquid soap 
had been poured at the gate by one of the workers of factory. There was 
negligence by the factory worker and a breach of duty of care by the factory 
worker, for which the factory was vicariously liable. Therefore, Mulife had a 
cause of action against the factory. 
 

(iv) Where goods supplied to a child are necessaries, the child would be liable to 
pay a reasonable price for them, as court may consider (Nash v Inman, 1908). 

 In the instant case, 16-year-old Mudogo got a loan from Kafuna to buy text 
books and a school uniform, to be paid back in within two weeks. After the two 
weeks passed, Mudogo did not did not bother about the loan. It is a known fact 
that contracts for money lent to minors if for necessaries, are not void. 
Therefore, Kafuna can recover his money from Mudogo. 

 (v) Remedies available to the aggrieved parties: 
 Ndeku may seek for a court order declaring him not liable for Ndeku & 

Co. Advocates’ debts. 
 Munaku may write a Will to create a trust for his properties, and their 

management. 
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 Mulife may seek for court order to get damages from the factory for his 
injury. 

 Kafuna may seek for a court order to recover his money from Mudogo. 
 

 Solution 4 
 
Issues: 
 
(i) Whether the appointment of Bulo as a member of Doka Cooperative Society 

was lawful. 
(ii) Whether lack of support by Kamani Tea Factory to transport Lubungo’s body 

was justified. 
(iii) Whether the refusal of Kamani Tea Factory to pay Lubungo’s wage arrears was 

unlawful. 
(iv) Whether Mubata is liable to pay Garama for the matooke which got rotten. 
(v) Whether there are remedies available to the aggrieved parties. 
 
 
(i) S.13 (2) of the Cooperative Societies Act, 2020 provides that 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. 

 
In the instant case, 16-year-old Bulo requested Doka Cooperative Society 
officials to register him as a member, and he was admitted by registration. 
However, some members were not comfortable with his admission, harassed 
him that he was a minor who should not be a member, and intend to sue him 
and the directors. The law provides for membership of a person who is above 
12 years. Therefore, the appointment of Bulo as a member of Doka Cooperative 
Society was lawful. 

 
(ii) S. 42(3) of the Employment Act, 2006 provides that where an employee dies 

while at work, or while travelling to his or her place of work, the employer shall 
be required to transport the employee’s body to a place of burial notified by 
that employee’s next of kin.  

 
In the instant case, Lubungo who was employee of Kamani tea factory met 
thugs at the gate of the factory as he was leaving for home, and following 
clobbering and manhandling by the thugs, he was left unconscious. He was 
found dead in the morning and when the matter was reported the factory 
management, the factory manager called Lubungo’s next of kin to take the 
body for burial. The next of kin’s request for support to take the body for burial 
was not honoured by the manager. This was against the provision of law. 
Therefore, the lack of support by Kamani Tea Factory to transport Lubungo’s 
body was not justified. 

 
(iii) S. 42 (1) of the Employment Act 2006 provides that in the case of an employee 

dying during the term of a contract of service, his or her heirs or legal 
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representatives shall be entitled to the wages and any other remuneration due 
to the employee at the date of death.  

  
In this case, Lubungo had wage arrears of one month but when the next of kin 
requested for the arrears, the manager was not ready to pay, giving the reason 
that Lubungo was already dead. This was not in line with the provision of law. 
Therefore, the refusal of Kamani Tea Factory to pay Lubungo’s wage arrears 
was lawful. 
 

(iv) S.8 of the Sale and Supply of Goods Act, 2018 provides that where there is an 
agreement to sell specific goods, and subsequently the goods, without any fault 
on the part of the seller or buyer, perish before the risk passes to the buyer, 
the agreement is void. 

 
 In this case, Garama and Mubata, made an agreement of sale, whereby Garama 

was to get matooke from Masaka and supply it to Mubata in Kampala. One 
time, the truck that was carrying matooke got a mechanical problem and it took 
a week to get the spare parts for the truck. As a result, all the matooke on 
board got rotten but Garama still demanded for money from Mubata, in 
accordance with the sale agreement. The law provides for such a situation to 
render the agreement void. Therefore, Mubata is not liable to pay Garama for 
the matooke which got rotten. 

 

(v) Remedies available to the aggrieved parties: 
 Bulo may seek for a court order to declare his appointment as a member of the 

Society lawful. 
 Lubungo’s next of kin may seek for the labour officer’s order to take Lubungo’s 

body for burial. 
 Lubungo’s next of kin may complain to the labour officer for payment of 

Lubungo’s arrears. 
 Mubata may seek for a court order declaring him not liable to pay Garama for 

the matooke. 
 

Solution 5 
 

(a) Rights of members of a cooperative society are prescribed as follows: 
 

(i) Attendance, participation and voting for decisions taken at all general meetings 
of the society (Section 16(2) (a) Cooperative Societies (Amendment) Act, 
2020). 

(ii) To be elected to organs of the society, subject to the society’s bye-laws, policies 
and resolutions of the general meeting (Section 16(2) (b) Cooperative Societies 
(Amendment) Act, 2020). 

(iii) To enjoy the use of all facilities and services of the society, subject to its bye-
laws, policies and resolutions of the general meeting (Section 16(2) (c) 
Cooperative Societies (Amendment) Act, 2020). 

(iv) Accessing all legitimate information relating to the society (Section 16(2) (d) 
Cooperative Societies (Amendment) Act, 2020). 

 

Obligations of members of a cooperative society are prescribed as follows: 
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(i) Observing and complying with all the society bye-laws and with the decisions 
taken by relevant organs of the cooperative society in accordance with its bye-
laws (Section 16 (3) (a) Cooperative Societies (Amendment) Act, 2020). 

(ii) Paying up for shares or making other payments provided for in the society bye-
laws (Section 16 (3) (b) Cooperative Societies (Amendment) Act, 2020). 

(iii) Meeting debts of the society in case of bankruptcy, in accordance with the 
Cooperative Societies Act and the society’s bye-laws (Section 16 (3) (c) 
Cooperative Societies (Amendment) Act, 2020). 

(iv) Patronize the society (Section 16 (3) (d) Cooperative Societies (Amendment) 
Act, 2020). 

 
(b) Instances when an agency relationship may be terminated by 

operation of the law under the Contracts Act, 2010: 
 
(i) Bankruptcy of the principal: When a principal is insolvent, he/she would then 

lack contractual capacity, therefore terminating the authority of the agent (S. 
135 (d) Contracts Act, 2010). 

(ii) Frustration: An agency may have been created for a specific subject matter or 
purpose. Where such purpose of the agency is frustrated, the agency 
relationship comes to an end (S. 135 (h) Contracts Act, 2010). 

(iii) Death of principal or agent: The death of a principal even if an agent is not 
aware of it, terminates the agency (Kennedy v Thomassen, 1903; (S. 135 (d) 
Contracts Act, 2010). 

(iv) Insanity of principal or agent: Where a principal is insane, an agency is 
terminated even when the agent is not aware of this fact (Yonge v Toynbee, 
1910; (S. 135 (e) Contracts Act, 2010). 

 

Solution 6 
 

(a) Rules that must be followed for an offer to be considered valid: 
 
(i) Intention of offeree: The offeree must have been aware of, and must have 

intended to accept the offer, when he did what is alleged to be acceptance 
(The Crown v Clark, 1927). 

(ii) Offeror notified of offeree’s assent: The offeree’s assent must be notified, or 
made known to the offeror (Household Fire Insurance Co. Ltd v Grant, 1879). 

(iii) Fulfillment of conditions: An offer made to the public in general can be accepted 
by anybody who fulfils or performs the conditions stated in the offer (Carlill v 
Carbolic Smoke Ball Co., 1892). 

(iv) Offer to one of joint promises: An offer made to a class of persons can only be 
accepted by a person who belongs to that class (Wood v Lectrick Ltd, 1932; 
Section 34(2) (b) Contracts Act, 2010). 

(v) Acceptance by offeree: An offer made to a particular person can only be 
accepted by the person to whom it is made (Boulton v Jones, 1857).  

(vi) Unconditional acceptance: The acceptance of an offer must be unconditional 
(Hyde v Wrench, 1840; Section 34(2) (a) Contracts Act, 2010). 

(vii) Same place of contract and acceptance: The place where the contract is made 
is the place where the offeror receives the notification of the acceptance by the 

236



offeree (Entores Ltd v Miles Far East Corporation, 1955; Section 34(2) (b) 
Contracts Act, 2010). 

(ix) Acceptance done as agreed: Where an offeror expressly or impliedly authorises 
the offeree to transmit his acceptance by post, the offer will be effective and 
the contract formed at the moment that the letter of acceptance is posted, 
irrespective of whether it subsequently gets delayed or lost in transit Household 
Fire Insurance Co. Ltd v Grant, 1879). 

(x) Delivery of what was bound to be offered: Where the offer is an offer to deliver 
anything to the promisee, the promisee shall have a reasonable opportunity to 
see that what is offered is what the promisor is bound by the promise to deliver 
(Section 34(2) (c) Contracts Act, 2010). 

 

 (b) Short notes on Uganda courts of record, starting from the highest to 
the lowest in jurisdiction: 

 

(i) The Supreme Court: This is the court with the highest jurisdiction in the 
country. It hears appeals from the Court of Appeal in civil, criminal and 
constitutional matters. It also has original jurisdiction for presidential election 
petitions. 

(ii) Court of Appeal: The Court of Appeal is the second highest jurisdictional court 
in Uganda. It hears criminal and civil appeals from the High Court, and matters 
related to the interpretation of the Constitution, when constituted as the 
Constitutional Court. 

(iii) The High Court: This is the last Court of record with both original jurisdiction 
and appellate jurisdiction. It has unlimited jurisdiction and hears appeals from 
subordinate courts in civil and criminal matters. 
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Solution 2 
Issues: 
 

(i) Whether the directors were justified to present their resolution to court for 
sanctioning. 

(ii) Whether the transfer of shares by Musigire to Zange was lawful. 
(iii) Whether stopping Bamo from discussing of company matters was lawful. 
(iv) Whether the company was liable to refund expenses for the inspection of the 

company. 
(v) Whether there are any remedies for the aggrieved parties. 
 

Resolution of issues: 
 

(i)  Section 67(1) (a) of the Companies Act 2012 provides that a company may issue 
at a discount shares in the company of a class already issued, and such issue of 
the shares at a discount must be authorised by resolution passed in a general 
meeting of the company and must be sanctioned by the court. 

 

In this case, the directors made a resolution in their meeting to issue shares at a 
discount and informed all members in a general meeting that the resolution was 
ready to be presented in court for sanctioning. Mugezi who had the opinion that 
the directors had not properly made such a decision, was told that the directors 
as managers of the company had a right to do what was best for it. However, 
the resolution was supposed to have been passed in a general meeting but not 
in a directors’ meeting. Therefore, the directors were not justified to present 
their resolution to court for sanctioning. 
 

(ii) Section 86 of the Companies Act 2012 provides that a transfer of shares of a 
deceased member of a company made by his or her personal representative 
shall, although the personal representative is not himself or herself a member of 
the company, be as valid as if he or she had been a member at the time of the 
execution of the instrument of transfer. 
In the instant case, Musigire who was a personal representative of Ruga’s estate 
sold some of the late Ruga’s shares to Zange, who was also a member of the 
company. Some directors, however, told Zange that they would never allow a 
transfer by Musigire, who was not a member of the company. Musigire was the 
lawful representative of Ruga as provided by law. Therefore, the transfer of 
shares by Musigire to Zange was lawful. 
 

(iii) Section 143 (1) of the Companies Act 2012 provides that a member of a 
company entitled to attend and vote at a meeting of the company is entitled to 
appoint another person, whether a member or not, as his or her proxy to attend 
and vote instead of him or her and a proxy appointed to attend and vote instead 
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of a member of a private company shall also have the same right as the 
member, to speak at the meeting. 

 

In this case, when members were discussing, Bamo who was a proxy indicated 
that he wanted to contribute to the discussion but he was stopped from giving 
his views, on the ground that he was not a member of Nusef Ltd. He was instead 
advised to listen to the discussion and report back to the member he 
represented. This was not in line with the provision of law. Therefore, stopping 
Bamo from discussing company matters was not lawful. 
 

(iv) Section 179 (1) of the Companies Act 2012 is to the effect that the expenses of 
and incidental to an investigation by an inspector appointed by the registrar shall 
be paid by the person who applied for the investigation, who may recover the 
expenses from the company. 

 

In the instant case, a few members applied to the Registrar of Companies for 
assistance and the registrar appointed an inspector to find out if company affairs 
were carried out in a satisfactory manner. The inspector presented a document 
that outlined all expected expenses for the inspection to the members who had 
applied for inspection. The members paid expenses but when they later on 
demanded for a refund from the company, the directors ignored their demand. 
The law in such a matter provides for a refund of expenses from the company. 
Therefore, the company was liable to refund expenses for the inspection of the 
company.   

 

(v) Remedies available to the aggrieved parties: 
 Mugezi and others may seek for a court order to declare the resolution 

unlawful. 
 Zange and Musigire may seek for a court order to declare the transfer of 

shares lawful. 
 Bamo may seek for a court order declaring that stopping his discussion was 

unlawful. 
 Members may seek the registrar’s order that the company refunds inspection 

expenses. 
 

Solution 3 
 

Issues: 
(i) Whether Wange had a cause of action against Buloka.  
(ii) Whether Buloka’s boy contributed to his injury, thus reducing Muzimbi’s liability.  
(iii) Whether other partners are justified to dissolve Nkola partnership.  
(iv) Whether the beneficiaries of Lukadde’s estate are justified to request for another 

trustee.  
(v) Whether there are any remedies for the aggrieved parties. 
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Resolution of issues: 
 

(i)  Trespass to land occurs when a person makes an unauthorised entry upon land 
and thereby interferes with another person’s lawful possession of that land 
(Aliyenka v Kinawa, 2020). 
In the instant case, Wange who had brought an engineer to have a look at his 
land, found Buloka moving around the plot of land. When questioned about what 
he was doing, Buloka said that he had seen the vacant land, got interested in it, 
and was just taking a closer look at it. Clearly, Buloka had not sought permission 
from Wange to enter into his plot of land, this amounting to trespass. Therefore, 
Wange had a cause of action against Buloka. 
 

(ii) A person is guilty of contributory negligence if he ought reasonably to have 
foreseen that if he did not act as a reasonable prudent man, he might hurt 
himself and must consider that others may be careless (Gaaga Enterprises Ltd v 
SBI International Holdings & 2 others, 2005).  

 In this case, Buloka had cautioned his 14-year-old boy not to go riding outside 
the office compound, but the boy ventured outside the gate, riding down the 
road. At the corner, he failed to control the bicycle, and rolled into an excavation 
of Muzimbi’s neighbouring area, thereby sustaining injuries. As a result, Buloka 
blames Muzimbi for leaving his land unattended to, despite the risks likely to 
occur. However, there was partial contributory negligence of Buloka’s son, who 
had been cautioned not to go outside the compound and was old enough to 
determine the consequences of his actions. He went against the caution of his 
father and did not act reasonably by staying inside the compound. Therefore, 
Buloka’s boy contributed to his injury, thus reducing Muzimbi’s liability. 

 

(iii) Section 35 (1) of the Partnerships Act 2010 provides that a partnership may, at 
the option of the other partners, be dissolved by the death of any partner. 
In this case, Kasobeza who was one of the partners got arrested following his 
involvement with a case of his friend Bingi, who was involved in robbery. 
Kasobeza died in before the case had commenced in court and when news got 
around in social media, other partners apart from Tembu, wanted to dissolve the 
partnership. The law provides for dissolution of a partnership when a partner 
dies. Therefore, other partners are justified to dissolve Nkola partnership. 
 

(iv) Section 40 (2) of the Trustees Act, 2000 provides that court may make an order 
appointing a new trustee in substitution for a trustee who is convicted of felony, 
or is a person of unsound mind. 

 In the instant case, Bingi who was a trustee for Lukadde’s estate was arrested 
for robbery, convicted and sentenced to imprisonment for three years. The 
beneficiaries of Lukadde’s estate thereafter requested the directors to have 
another trustee appointed but the directors hesitated because they had been 
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working well with Bingi. This is against the law, which provides for appointment 
of a new trustee where a trustee is convicted of a felony. Therefore, the 
beneficiaries of Lukadde’s estate are justified to request for another trustee. 

 

(v)  Remedies available to the aggrieved parties: 
 Wange may sue Buloka for trespass on his land. 
 Muzimbi may seek for a court order declaring contributory negligence of 

Buloka’s boy. 
 Other partners may seek for an order of court to dissolve Nkola partnership. 
 Beneficiaries of Lukadde’s estate may seek for a court order to appoint a new 

trustee. 
 

Solution 4 
 

Issues: 
(i) Whether managers of Bakozi Cooperative Society were justified to announce 

payment of dividends. 
(ii) Whether the refusal to pay extra allowances to Nsonga was lawful. 
(iii) Whether the credit manager was justified to instruct the reclaiming of tools taken 

by Mufupi. 
(iv) Whether Bakozi Cooperative Society was justified not to receive equipment from 

Tool Masters Ltd. 
(v) Whether there are any remedies for the aggrieved parties. 
 

Resolution of issues: 
 

(i)  Section 46 (1) of the Cooperative Society Act 2020 provides that no registered 
society shall pay a dividend 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 is 
to be made. 

 In the instant case, in a general meeting where payment of dividends was to be 
pronounced, Tagaba requested the managers to inform members about society 
documents sent and received from the registrar of Cooperative Societies. 
Members were only informed that the society’s balance sheet had been lodged 
with the registrar, but that since the registrar’s office takes time to provide 
responses, the society could go ahead with its business as usual. A dividend 
payment was thereafter announced. This was not in line with the provisions of 
law. Therefore, managers of Bakozi Cooperative Society were not justified to 
announce payment of dividends. 

 

(ii) Section 6(3) of the Employment Act 2006 is to the effect that discrimination in 
employment shall be unlawful and for the purposes of this Act, discrimination 
includes any distinction, exclusion or preference made on the basis of political 
opinion which has the effect of nullifying or impairing the treatment of a person 
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in employment, or of preventing an employee from obtaining any benefit under a 
contract of service. 

 In this case, Nsonga, an employee of Bakozi Cooperative Society discovered that 
his fellow workmates had the same political opinion but he was of a different 
political opinion and that the society gave allowances to all employees who 
affiliated to the famous political opinion. On inquiry, Nsonga was informed that 
he would get allowances after assuring the society about his political affiliation. 
This was a clear case of discrimination against Nsonga, because of his political 
affiliation. Therefore, the refusal to pay extra allowances to Nsonga was not 
lawful. 

 

(iii) Section 55 of the Sale of Goods and Supply of Services Act 2018 provides that 
when the buyer of goods becomes insolvent, the unpaid seller who has parted 
with the possession of the goods has the right of stopping them in transit and 
resuming possession of the goods as long as they are in the course of transit, 
and may retain them until payment. 
In the instant case, Bakozi Cooperative Society agreed to sell farm tools on credit 
to Mufupi, to be paid in a month’s time. On the day Mufupi collected the farm 
tools, the society’s credit manager got information that Mufupi had been sued in 
court for bankruptcy. The credit manager made an order to reclaim the farm 
tools from Mufupi, who by that time had driven away with the tools, but he was 
stopped by the society vehicle and all the tools were taken back to the society’s 
stores. This was a lawful action taken by the Cooperative society. Therefore, the 
credit manager was justified to instruct the reclaiming of the farm tools taken by 
Mufupi. 
 

(iv) Section 34 (1) of the Sale of Goods and Supply of Services Act 2018 provides 
that it is the duty of the buyer to accept and pay for the goods in accordance 
with the terms of the contract of sale. 

 

In the instant case, Bakozi Cooperative Society entered into an agreement to buy 
equipment worth UGX 6 million from Tool Masters, which was to make delivery 
to the society’s stores in four days’ time and upon which, the society had to 
make full payment for the equipment. Two days later, the society got another 
supplier at a more affordable price. When Tool Masters Ltd delivered the 
equipment on the third day, the store manager was instructed not to receive the 
equipment and no payment was made by the Cooperative society. 
 

The society was in breach of the duty to accept and pay for the equipment as it 
had been agreed. Therefore, Bakozi Cooperative Society was not justified not to 
receive equipment from Tool Masters Ltd. 

 
(v)  Remedies available to the aggrieved parties: 
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 Tagaba may seek for a court order declaring that dividends were unlawfully 
declared. 

 Nsonga may complain to the labour officer for an order to be paid the extra 
allowances. 

 The Society may seek for a court order to declare legality of reclaiming tools 
from Mufupi. 

 Tool Masters Ltd may seek for a court order compelling the society to 
perform its obligations. 
 

Solution 5 
 

(a) Brief meaning of the following: 
(i)  General acceptance of a bill of exchange: This is an acceptance whereby the 

drawee of a bill of exchange signs his/her name on the bill with or without the 
word “accepted” and without indicating any conditions of payment or time. 

 

(ii)  Qualified acceptance of a bill of exchange: A qualified acceptance is made 
subject to some condition or qualification, which varies the effect of the bill. The 
condition may be in regard to time, location, or fulfillment of any other thing, 
etc. 

 

(iii)  Negotiation of bill of exchange: A bill of exchange is negotiated when it is 
transferred from one person to another, in such a manner as to constitute the 
transferee the holder of the bill. (S. 30 (1) of the Bills of Exchange Act, 2000). 

 

(iv)  Restrictive endorsement of a bill of exchange: An endorsement is restrictive if it 
prohibits further negotiation of the bill or expresses it is as a mere authority to 
deal with the bill as thereby directed, and not a transfer of ownership of the bill 
(S. 34 (1) of the Bills of Exchange Act, 2000). 

 

(v)  Discharge of an instrument for a bill of exchange: An instrument for a bill of 
exchange is discharged when all rights and obligations arising under the 
instrument completely cease to exist (S.35 (1) (b) and S. 58 (1) Bills of Exchange 
Act, 2000). 

 

(b) Circumstances under which an agent may be held personally liable to 
third parties: 
 

(i) Express assumption of personal liability: A third party may transact with an agent 
and create a condition that the agent should be personally liable on the contract, 
and if the agent agrees to it, he /she will be personally liable for any consequent 
breach of the contract. 

 

(ii) Trade Custom: Sometimes, the trade usage or customs of a particular trade 
provide that the agent shall be personally liable for the contract. In such cases, 
the agent incurs personal liability towards third parties. 
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(iii) Signing in own name: Where an agent signs a negotiable instrument in his/her 
own name without clarifying that that he signs as an agent, he/she will be held 
liable on such an instrument. 

 

(iv) Non-existent principal: When an agent purports to act as an agent but is actually 
acting in his own behalf and there is a no principal or when he/she executes a 
deed in his/her own name, the agent is held personally liable on it (S.167 
Contracts Act 2010; Schmatz v Avery, 1851). 

 

(v) Concealed or undisclosed principal: An agent may not disclose the principal on 
whose behalf he/she is acting at the time of entering into the contract. In such a 
case, the agent becomes personally liable on the contract. 

 

(vi) Acting without or in excess of authority: When an agent acts in excess of his/her 
authority or acts without express or implied authority, the principal is under no 
liability on the contract. The agent will be held personally liable for breach of 
implied warranty of authority. This may happen where an agent is not aware of 
the death or insanity of the principal, since such a happening terminates an 
agent’s authority (S. 160 Contracts Act, 2010; Younge v Tonybee, 1910). 

 

(vii) Acting for an incompetent Principal: When the principal is incompetent to enter 
into a contract e.g. a minor, then an agent will be held personally liable on 
contracts entered into. 

 

(viii)  Foreign Principal: When a contract is made by an agent for the purchase or sales 
of goods on behalf of a principal residing another country, then the agent is 
presumed to be personally liable to third parties. 

 

Solution 6 
 

(a) When a party to a contract does not fulfill obligations, the possible 
consequences are as follows: 
 

(i) Rescission: This is where a party who has suffered breach refuses further 
performance of the contract on his/her part and treats the contract as non-
existent. 

  

(ii) Action for damages: Nominal damages are awarded by court where in order to 
vindicate the plaintiff’s right to performance of the contract, where the plaintiff 
has not suffered loss as a result of the defendant’s breach (C&P Haulage v 
Middletown, 1983). Substantial damages may be awarded to the plaintiff as 
compensation for a loss the plaintiff has actually suffered (Hadley v Baxandale, 
1854). The main aim of damages is to place the injured party as far as possible 
in the position he would have he would have been if the contract had been 
performed. 
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(iii) Sue on a quantum meruit: This is a claim based on an implied promise arising 
from the acceptance of an executed agreement, for the value of work done by a 
party to the contract, where a party has partially fulfilled his/her obligations 
(Planche v Colburn, 1831). 

  

(iv) Sue for specific performance: Court may order the defendant to perform the 
contract as he /she had promised to do, where the person who has suffered a 
legal injury would not get adequate remedy by compensation with damages 
(Beswick v Beswick, 1968). 

(v) Sue for an injunction: This is an order of court where court restrains a party to 
the contract to do or refrain from continuously doing a wrong thing. This order is 
issued at the discretion of court, where an order for specific performance would 
not be available (Warner Brothers v Nelson, 1937). 

 

(b) The different ways in which to know what amounts to civil law or 
criminal law: 
 

(i)  Definition: Criminal law is the law that regulates disputes or relationships 
between the state and its citizens. It is primarily concerned with acts or 
omissions or conduct that is prejudicial to the community. Civil law on the other 
hand, refers to laws regulating relationships and disputes between individuals, 
groups and organisations, whether legal or natural persons. It is primarily 
concerned with the violation of private rights. 

 

(ii)  Rules of procedure: whereas the Criminal procedure Code provides for rules of 
procedure in criminal courts, the Civil Procedure Act provides for the rules used 
in civil procedure. 

 

(iii) Parties: Parties to a criminal are the state versus the defendant. On the other 
hand, parties to a civil case are the plaintiff versus the defendant. 

 

(iv)  Standard of proof: The standard of proof to prove the accused person’s guilt in 
criminal law is “beyond reasonable doubt”, while the standard of proof for a 
plaintiff to prove a case in civil cases is on a balance of probabilities”. 

 

(v)  Burden of proof: The burden of proof in criminal cases is on the state while in 
civil cases it is on the plaintiff. 

 

(vi)  Remedies: Remedies available in criminal cases include fines, imprisonment and 
death, whereas remedies in civil cases include damages, specific performance 
and injunctions.  
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Solution 2 
 

Issues: 
 

(i) Whether there was a valid contract between Funga Ltd and Treasure Plans Ltd. 
(ii) Whether Mbazi was liable for the contract he made on behalf of Funga Ltd. 
(iii) Whether members were justified to complain about the conduct of company affairs.   
(iv) Whether the directors were justified not to invite the auditor for a general meeting. 
(v) Whether there are any remedies available to the aggrieved parties. 

 

Resolution of issues: 

(i) Section 54 (2) of the Companies Act 2012 provides that a company may adopt a 
pre-incorporation agreement with its formation and registration, made on its behalf 
In the instant case, Mbazi signed a contract with Treasure Plans Ltd, for a business 
deal on behalf of the Funga Ltd, prior to its incorporation.  After incorporation, the 
company adopted all contracts made on its behalf. Therefore, there was a valid 
contract between Funga Ltd and Treasure Plans Ltd. 
 

(ii) Section 54 (3) of the Companies Act 2012 provides that in all cases where the 
company adopts a pre-incorporation contract, the liability of the promoter of such 
company shall cease. 
In this case, Funga Ltd.’s contract with Kiwani Ltd provided that a party pulling out 
of the contract before its performance would compensate the other party for any 
loss incurred. Funga Ltd disassociated itself from the contract after incorporation 
and referred Kiwani Ltd’s demand note to Mbazi. This was contrary to the terms of 
the agreement since Funga Ltd had adopted the contract after incorporation. 
Therefore, Mbazi was not liable for the contract he made on behalf of Funga Ltd.  
 

(iii) Section 248 (1) of the Companies Act 2012 provides that a member of a company 
to whom shares are transferred or transmitted may petition for an order of Court 
that the company affairs are being conducted in a manner unfairly prejudicial to the 
interests of its members, including him/herself. 
In the instant case, Tunza and other members of the company were not treated well 
and were denied the right to carry out different tasks, despite requests for positive 
response.  This was a form of oppressive treatment of members, which was against 
the law.  Therefore, members were justified to complain about the conduct of 
company affairs.   
 

(iv) Section 170 (4) of the Companies Act 2012 provides that the auditors of a company 
are entitled to attend any general meeting of the company and to receive all notices 
of and other communications relating to any general meeting which any member of 
the company is entitled to receive and to be heard at any general meeting which 
they attend on any part of the business of the meeting which concerns them as 
auditors. 
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In this case, Bala inquired about the company auditor’s absence in the recent 
general meeting, to which the directors’ response was that the auditor did not 
have to attend because the directors had all audit information, which they would 
give to the members. Therefore, the directors were not justified not to invite the 
auditor for a general meeting. 
 

(v) Remedies available to the aggrieved parties: 
 

 Treasure Plans Ltd may seek for a court order declaring validity of the contract. 
 Mbazi may seek for an order of Court declaring him not liable for Funga Ltd’s 

contract. 
 Funga Ltd members may petition court for an order against oppression of 

members. 
 Members may seek for a court order to compel the auditor’s presence in 

meetings. 
 

Solution 3 
 

Issues 
 

(i) Whether Yanga was liable for obligations of Byonna firm. 
(ii) Whether Byonna firm was liable to compensate Ntunda Ltd. 
(iii) Whether Mubuya’s neighbor was justified to sue Dalu for the injury of his son’s eye. 
(iv) Whether Tifu was justified to sell the estate property. 
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues: 

(i) Section 11 of the Partnership Act 2010 provides that a person who has been admitted 
to the benefits of a partnership while still a minor shall, on attaining the age of 
majority, be liable for all obligations incurred by the partnership from the date of his/ 
her admission, unless he/she gives public notice within a reasonable time, of his/ her 
repudiation of the partnership.  
In this case, Yanga was admitted to the firm at 16 years and has since been 
benefitting as a member for two years.  When notified about contributing towards 
the firm’s obligations, he thought it was too soon. However, he has attained 18 years 
and has no plans to retire from the firm.  Therefore, Yanga was liable for obligations 
of Byonna firm. 
 

(i) Section 12 of the Partnership Act 2010 is to the effect that where, by any wrongful 
act or omission of any partner acting in the ordinary course of the business of the 
firm, loss or injury is caused to any person not being a partner in the firm, the firm 
is liable for the loss to the same extent as the partner so acting or omitting to act. 
In the instant case, Mubuya who usually markets the firm’s products, delivered less 
than the purchased products to Ntunda Ltd. It was verified that Mubuya took 
products for customers, but delivered less products to Ntunda Ltd. Ntunda Ltd 
incurred loss when penalized for not providing the agreed number of products to its 
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customers and thus has demanded compensation from Byonna firm.  Other partners 
did not want to pay but it has been proven that their fellow partner(mubuya) caused 
loss while in the course of ordinary business. Therefore, Byonna firm was liable to 
compensate Ntunda Ltd. 
 

(ii) A dangerous recreational activity is a recreational activity which involves a significant 
risk of physical harm.  A plaintiff's claim will be defeated if the plaintiff's harm 
resulted from the happening of an obvious risk of such a dangerous recreational 
activity. 
 

(iii) There is a breach of the duty of care only where the defendant's conduct amounts 
to recklessness or a very high degree of carelessness (Blake v Galloway, 2004).  
In the instant case, Mubuya’s son, Dalu, hit and injured the eye of the son of 
Mubuya’s neighbor when he threw back the piece of wood that had hit his leg. Dalu 
was not among the group of children playing and throwing back the wood was not 
recklessness or a high degree of carelessness. On the other hand, the neighbour’s 
son had consented to being involved in the dangerous recreational activity 
(voluntarily assumed the risk from the game).  Therefore, Mubuya’s neighbor was 
not justified to sue Dalu for the injury of his son’s eye. 
 

(iv) Section 16 (1) of the Trustees Act 2000 provides that where trustees are authorized 
by the instrument creating the trust to apply for capital money subject to the trust 
for any purpose or in any manner, they shall have and shall be deemed always to 
have had power to raise the money required by sale of all or any part of the trust 
property for the time being in possession. 
 

(v) In this case, Tifu who is the trustee for the estate was appointed and provisions of 
appointment included the ability to take or do any reasonable action to maintain 
properties for the beneficiaries. When some siblings learnt about the sale of one 
property, they thought it was not right, despite Tifu’s explanation about the need 
for finances to upgrade all properties.  The appointment document provided for the 
trustee’s power to do anything to maintain the trust properties, which Tifu did. 
Therefore, Tifu was justified to sell the estate property. 

 

 (v)  Remedies available to the aggrieved parties: 

 Byonna firm may seek for a court order declaring Yanga’s liability for obligations 
of the firm. 

 Ntunda Ltd may seek for a court order to compel Byonna firm to compensate it. 
 Dalu may seek for a court order declaring voluntary assumption of risk by the 

neighbor’s son. 
 Tifu may seek for a court order to declare that he had power to sell the estate 

property. 
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Solution 4 

Issues: 

(i) Whether the society was justified to deny Mputu to exercise his rights as a member.    
(ii) Whether it was lawful for Jogo to vote a second time. 
(iii) Whether the society was justified to take action against Tenters Ltd.   
(iv) Whether monthly deductions for house contributions from Kijana’s salary were 

lawful.  
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues. 
(i) Section 16(1) of the Cooperative Societies (Amendment) Act 2020 provides that 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.  
 

In the instant case, Tukola cooperative society was registered to carry out retail 
business, among other things. Mputu who is a member of Tukola cooperative society 
has refused to meet the society payments, like the subscription fee. Consequently, 
he is often prevented from exercising his rights as a member.  What Mputu was 
doing was against the law.  Therefore, the society was justified to deny Mputu the 
exercise of his rights as a member.    
 

(ii)  Section 18(1) of the Cooperative Societies (Amendment) Act 2020 provides that 
each member of a registered society shall have one vote only as a member in the 
affairs of the registered society. 
In this case, members voted for some vacant positions in the society but when votes 
for one position tied for two candidates, Jogo who is one of the society directors, 
declared that he would take another vote. When he voted again, the member he 
voted for the second time was declared to take up that position. What Jogo did was 
contrary to the provision of law. Therefore, it was not lawful for Jogo to vote a 
second time. 
 

(iii)  Section 16 of the Sale of Goods and Supply of Services Act 2018 provides that where 
materials are used under a contract for the supply of services, there is an implied 
term that the materials will be sound and reasonably fit for the purpose for which 
they are required. 
In this case, the society had contracted with Tenters Ltd for the provision of tents 
during an event that the society carried out but the tents which Tenters Ltd provided 
for the society were bad and leaked when it rained. The tents were not reasonably 
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fit for the purpose wanted by the society. Tenters Ltd did not even make any positive 
response to the society’s complaints. Therefore, the society was justified to take 
action against Tenters Ltd.   
 

(iv)  Section 46(1)(c) of the Employment Act 2006 provides that deductions from 
remuneration due to an employee are permitted by way of reasonable rent or other 
reasonable charge for accommodation provided by the employer for the employee, 
or the employee’s family, where the employee has agreed to the deduction. 
In the instant case, Kijana was provided with a society house for accommodation, 
as per the employment contract he Kijana signed. He was, however, unhappy about 
monthly salary cuts which were a contribution towards the accommodation. Kijana 
had signed the contract and this presupposed his agreement with the terms of the 
contract. The deductions were made within the law. Therefore, monthly deductions 
for house contributions from Kijana’s salary were lawful.   

 

 (v)  Remedies available to the aggrieved parties: 
 The society may seek for a court order to compel Mputu’s payments as required.    
 Members may seek for a court order declaring Jogo’s second vote unlawful. 
 The society may seek for a court order for payment of damages by Tenters Ltd.   
 The society may seek for the labour officer’s order declaring Kijana’s deductions 

lawful.   
 

Solution 5 

a) Explanation of terms in accordance with the Bills of Exchange Act, 2000:  
(i) A bill payable to bearer:  

A bill is payable to bearer which is expressed to be so payable, or on which 
the only or last endorsement is an endorsement in blank (S. 7 (3) Bills of 
Exchange Act, 2000).  

(ii) A bill payable to order:  

A bill is payable to order when expressed to be so payable, or which is 
expressed to be payable to a particular person, and does not contain words 
prohibiting transfer or indicating an intention that it should not be 
transferable (S.7 (4) Bills of Exchange Act, 2000). 

(iii) A Bill payable on demand:  

A bill is payable on demand when it is expressed to be payable on demand, 
or at sight, or on presentation; or in which no time for payment is expressed 
(S.9 (1) (a) & (b) Bills of Exchange Act, 2000).  
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(iv) A bill payable at future time:  

A bill is payable at a determinable future time within the meaning of this 
Act when it is expressed to be payable at a fixed period after date or sight; 
on or at a fixed period after the occurrence of a specified event which is 
certain to happen, though the time of happening may be uncertain (S. 10 
(1)(a) & (b) Bills of Exchange Act, 2000). 

 

b) Duties of an agent to the principal. 
 Due diligence in performance of duties: In carrying out tasks for the principal, 

an agent has to display any special skills he professes to have (S.146 (1) 
Contracts Act, 2010). He/ she must, thus, obtain the best price that is 
reasonably obtainable, for the principal. 

 Account: An agent must render true account to his/her principal whenever 
requested for, and pay all sums received for the principal (Section 152, 
Contracts Act, 2010). 

 No conflict of interest: An agent has a duty not to do things that conflict with 
the principal’s interest. This would amount to becoming a principal as against 
his employer (Armstrong v Jackson, 1917). 

 No secret profits: An agent must not make any profits for himself, out of the 
property he/she is entrusted with by the principal (Regal (Hastings) Ltd v 
Gulliver, 1942). 

 No delegation of authority: An agency relationship is personal, and the agent 
must not delegate the authority given to him (S. 125 (1) Contracts Act, 2010). 

 Confidentiality: The agent must carry out his tasks in good faith, without 
disclosing information or documents entrusted to him, which would be acting 
against the principal’s interests (Weld-Blundell v Stephens, 1974). 

 Act as per directions: An agent has a duty to carry out his work in accordance 
with the directions given by the principal (S. 145 Contracts Act, 2010). 

 To inform: An agent must communicate or inform the principal about any 
matter, especially where there is any difficulty faced by him/her (S.148 
Contracts Act, 2010). 
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Solution 6 
 

(a) The different sources of law in Uganda: 
 The Constitution: The constitution is the supreme law of the land, 

prevailing over any other laws or customs. In the event that any law or 
custom is inconsistent with the Constitution, such law or custom is, to the 
extent of its inconsistency, void (Art. 3 (2) of the Constitution, 1995). 

 Written law/Legislature: This is the law made and passed by Parliament 
as the law- making body, following the due process (Article 79 of the 
Constitution, 1995). As a law making body, Parliament may amend or abolish 
statutes or rules of law, as deemed appropriate. 

 Common Law: This is a result of English law developed and administered 
by English Courts, from the customs of the people. It is an unwritten source 
of law which developed through the use of precedents. It is generally a rigid 
application of rules, which called for improvement. 

 Equity: The doctrine of equity refers to “fairness “or “justice”, developed to 
supplement rules and procedures of common law, which was found to have 
defects like inadequate remedies, technicalities or rigidity. Therefore, where 
common law and equity are in conflict, equity prevails. 

 Customs: This is law mainly sourced from customs of people, trade or usage, 
in as far as it is not repugnant to natural justice, equity and good conscience. 
Its use must not be incompatible with any written law. 

 Rules of natural justice and conscience: This source of law is used where 
no express rule is applicable to a civil matter before Court (S. 14 Judicature 
Act; S.10 Magistrates Courts Act). Courts may adjudicate cases depending on 
judicial discretion, with the instinctive vast knowledge and experience in the 
law. 
 

 (b) Rules governing consideration under the law of contract: 
 

 It need not be adequate: The requirement for consideration is that it should 
have some value and courts do not inquire into adequacy. It is a bargain 
made by parties, which should not be interfered with. 

 It must not be past: This rule seeks to prevent the lapse of time between the 
act and the promise which is given in return. There are, however, conditions 
provided in some instances to allow past consideration. 

 It must move from the promisee: This rule presupposes hat a person can 
only enforce a promise where he/she provided consideration for it. 

 It must be of some value: Where an act or promise has some economic value, 
the law recognizes it as consideration. 
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(i) Whether the intended dismissal of Moga from directorship was justified.  
(ii) Whether Kato’s appointment as a company secretary was lawful.  
(iii) Whether the denial of Bukenya to represent DB Ltd was lawful. 
(iv) Whether Patel was justified to sue Kaki Ltd. 
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues: 
 

(i) Section 195(3) (1) & (2) of the Companies Act 2012 provide that a company may 
remove a director by ordinary resolution, which resolution requires a special notice.  
In the instant case, Moga refused to comply with Kitwe’s request to send him a 
monthly airtime allowance, as a result of which, Kitwe convinced other 
shareholders to dismiss Moga with immediate effect. The dismissal was not done 
by a resolution following a special notice to that effect.  Therefore, the intended 
dismissal of Moga from directorship was not justified.  

(ii)  Section 190 (1) & (2) of the Companies Act 2012 provides for the qualification of 
a company Secretary, to include an advocate of the High Court and a member of 
any of the specified bodies.  
In this case, Kitwe’s son Kato graduated with a first class honours degree in 
education majoring in English and when Kitwe called for a shareholders’ meeting, 
he convinced all members except Tekisoboka, that Kato was competent enough 
to occupy the office of Secretary. Kato was neither an advocate of the High Court, 
nor a member of any of the bodies specified in the Act. Therefore, Kato’s 
appointment as a company secretary was not lawful. 

(iii) Section 146 (1) (a) & (2) of the Companies Act 2012 provides for a company which 
is a member of another company to authorize a person as  its representative at 
any members’ meeting and such person to exercise the same powers on behalf of 
the company as the company could exercise , if it was an individual shareholder.  
In the instant case, DB Ltd had shares in Kaki Ltd and appointed Bukenya as its 
representative. However, during an Annual General Meeting, Bukenya’s 
presentation to Kaki Ltd members on behalf of DB Ltd was dismissed and security 
personnel were told to escort him out of the meeting. This was against the 
provision of law. Therefore, the denial of Bukenya to represent DB Ltd was not 
lawful. 

(iv) Section 276 of the Companies Act 2012 provides that where any person in any 
report, balance sheet or other document required for the purposes of this Act, 

  
Solution 2 
Issues: 
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willfully makes a statement false in any material particular, knowing it to be false, 
he or she commits an offence. 
Furthermore, an auditor is liable to the investors where the investor relies on an 
untrue report of the auditor. If a person is so placed that others could reasonably 
rely upon his judgment, skill or ability, and such a person allows his information or 
advice to be passed on to another person who, will rely on it, then a duty of care 
arises (Hedley Byrne & Co Ltd v Heller, 1964).  
In the instant case, concerned Sekifere & Co, the auditor of Kaki Ltd presented an 
unqualified report where it had over-stated company assets in the statement of 
financial position. The report was relied upon by Patel, who invested Shs 200 
million in the company but later discovered the truth when the company went 
under receivership. Kaki Ltd.’s auditor owed a duty of care to report the truth. 
Therefore, Patel was justified to sue Kaki Ltd. 
 

 (v) Remedies available to the aggrieved parties: 
 

 Moga may seek for a court order to declare his dismissal from directorship 
unlawful.   

 Tekisoboka may seek for a declaratory order of court that Kato’s appointment 
was unlawful.  

 DB Ltd may seek for a court order declaring that Bukenya lawfully represented 
DB Ltd. 

 Patel may seek for a court order for damages against Kaki Ltd. 
 

Solution 3 
 

Issues:  
(i) Whether Picho was justified to receive remuneration of Shs 4 million monthly 
(ii) Whether Bena’s refusal to contribute to the firm loan was lawful. 
(iii) Whether the replacement of Kwazi with Amo as trustee for Lante’s estate was 

lawful. 
(iv) Whether Amo had a cause of action against Kwazi and his neighbour. 
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues: 
 

(i) Section 26 (f) of the Partnerships Act 2010 provides that no partner shall be 
entitled to remuneration for acting in the partnership business.  
In the instant case, Picho wanted to pay himself monthly remuneration of Shs 4 
million because of his tremendous contribution to the firm. This was against the 
provisions of the law. 

(ii) Under section 19 (1) of the Partnership Act 2010, a person who is admitted as a 
partner into an existing firm does not become liable to the creditors of the firm for 
anything done before he or she became a partner. 
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In this case, Bucho firm acquired a loan from Kibusu Financial Services before 
Picho and Buju’s wives and children were admitted into the firm as partners. 
Although Buju informed the new partners that they had to contribute to the loan 
since they all use the firms’ car, it was against the law. Therefore, Bena’s refusal 
to contribute to the firms’ loan was lawful. 
 

(iii) Section 35 (1) of the Trustee’s Act 2000 is to the effect that where a trustee 
appointed by a court or otherwise, remains out of Uganda for more than twelve 
months, then another person may be appointed in the place of the trustee 
remaining out of Uganda. 

 

In the facts, Kwazi who had been the sole trustee of the estate of the late Lante 
went to China in January 2022, and was replaced by Amo as the new trustee in 
February 2023, after Mesa, a beneficiary, successfully petitioned court to remove 
Kwazi. Kwazi returned to Uganda in March 2023, which was 14 months after he 
had gone. Therefore, the replacement of Kwazi with Amo as trustee for Lante’s 
estate was lawful. 
 

(iv) Joint tortfeasors are jointly and severally liable for the whole damage resulting 
from a tort (Arneil v Paterson, 1931.) 
In this case, Kwazi’s dog together with his neighbour’s dog attacked Amo’s sheep 
which were grazing in a nearby grassland. When Amo sent them a notice of 
intention to sue, Kwazi resisted, arguing that Amo just wanted to cover up his 
wrongdoing concerning the estate of the late Lante, while Kwazi’s neighbour 
admitted that his dog attacked the sheep, but was only willing to pay part-
damages. It is evident that each of the dogs caused the whole damage as they 
attacked together, so that Kwazi and his neighbour were jointly and severally liable 
for the whole damage as joint tortfeasors. Therefore, Amo had a cause of action 
against Kwazi and his neighbour. 
 

(i) Remedies available to the aggrieved parties: 
 

 Buju may seek for a declaratory order of court that all partners must share profits 
equally.  

 Bena may seek for a court order declaring non-liability of new partners for the firm 
loan. 

 Amo may seek for a court order declaring him to be the lawful trustee for Lante’s 
estate. 

 Amo may seek for a court order for payment of damages by Kwazi and his 
neighbor. 
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Solution 4 
 

Issues: 
 

(i) Whether the denial of Ndakwe’s attendance of the Cooperative’s meeting was 
lawful. 

(ii) Whether it was lawful for Gom Cooperative not to assign Roku any duty. 
(iii) Whether Ngoye Ltd breached the contract with Ndakwe by sale of materials to Haji 

Mafuta. 
(iv) Whether Lee Ltd is liable to refund Gom Cooperative’s part-paid money for the 

fertilizers. 
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues: 
 

(i) Section 16 (2) (a) of the Cooperate Societies Act 2020 provides that a member of 
a cooperative society shall have a right to attend, participate and vote for decisions 
taken at all general meetings of the society. 

(ii) In this case, Ndakwe who was a member of the society was not invited 
for the general meeting because he was out of the country. He, 
however, came back on the day for the meeting but when he entered 
the meeting hall, he was ordered to vacate because he had not been 
invited. This was against the provision of law. Therefore, the denial of 
Ndakwe’s attendance of the Cooperative’s meeting was not lawful. 

(iii) Section 40 (1) (a) of the Employment Act 2006 provides that every employer shall 
provide his or her employee with work, in accordance with the contract of service. 
In the instant case, Ndakwe’s son, Roku who has a 5 year employment contract 
as an accountant with Gom Cooperative since 1 July 2022 has been reporting to 
work as per the contract but has never been assigned any duty and his salary has 
never been paid on time, to date. This was against the provision of law relating to 
an employer’s duty. Therefore, it was not lawful for Gom Cooperative not to assign 
Roku any duty. 

(iii) Section 13 (2) (a) of the Sale of Goods and Supply of Services Act 2018, in a 
contract of sale, there is an implied term that the goods are free, and will remain 
free until the time when the property is to pass, from any charge or encumbrance 
not disclosed or known to the buyer before the contract is made. 
The information relating Haji Mafuta had not been given to Ndakwe yet 
an agreement for purchase of materials had been made, and Ndakwe had 
made part-payment. Ngoye Ltd’s action to give the materials to Haji 
Mafuta was against the provision of law. Therefore, Ngoye Ltd breached the 
contract with Ndakwe by sale of materials to Haji Mafuta. 
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(iv) Section 17 (2) (a) of the Sale of Goods and Supply of Services Act, 2018 
provides that in the case of a contract for sale by sample, there is an implied 
condition that the quality of the bulk shall correspond with the quality of the 
sample.  
In this case, Gom Cooperative which also deals in the supply of fertilizers, 
received a sample of a new Chinese type of fertilizer from Lee Ltd in December 
2022, ordered for 100 bags for which it paid 50% of the purchase price. However, 
when the fertilizers were delivered, they were tested and compared with the 
sample and found to be different in color and smell. This finding was against the 
implied condition for both qualities to be corresponding. Therefore, Lee Ltd is liable 
to refund Gom Cooperative’s part-paid money for the fertilizers. 
 

(v) Remedies available to the aggrieved parties: 
 

 Ndakwe may seek for a court order declaring his right as a member to attend 
meetings.  

 Roku may complain to the labour officer for an order to be assigned duties.  
 Ndakwe may seek for a court order for payment of damages for breach by Ngoye 

Ltd. 
 Gom Cooperative may seek for a court order to compel payment of a refund from 

Lee Ltd. 
 

Solution 5 
 

Brief explanation of the following: 
 

(a) Parties to a bill of exchange: 
 

(i) Drawer: A drawer is a person who issues the bill of exchange, addressing it to the 
drawee. 

(ii) Drawee: This is a person to whom the bill of exchange is issued. A drawee may be 
referred to as the debtor and the drawer as the creditor, especially in banking 
transactions. 

(iii) Payee: This is the person to whom the money is to be paid by the drawee. The 
payee finally receives the payment on the due date.  

(iv) Endorser: An endorser is the person who signs the back of the bill, thereby 
negotiating it. In negotiation of a bill, there is no limit to the number of endorsers 
for that bill. 

(v) Endorsee: The endorsee is the person to whom a bill is negotiated by an endorser. 
There is no limit to the number of endorsees. 
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(b) Duties of an agent to the principal: 
 

(i) Obey instructions: An agent has a duty to do the work as instructed by his/her 
principal, or else he may be liable for breach (S. 145 (1) Contracts Act, 2010). 

(ii) Exercise care, skill and diligence: In carrying out his work, the agent must use the 
same effort or enthusiasm he would have used for his own work must be used for 
the principal’s work (Keeple v Wheeler, 1927; S. 146 (1) Contracts Act, 2010).  

(iii) Render proper accounts: An agent has a duty to keep proper accounts, such that 
whenever the principal requires to know about the accounts, an agent must be 
ready to provide records to that effect (S. 147 Contracts Act, 2010). 

(iv) Communication: An agent must inform the principal about all matters relating to 
the agency (S. 148 Contracts Act, 2010). 

(v) No conflict of interest: An agent must not carry out any acts that bring about 
his/her interest in conflict of his duty as an agent and personal interest with the 
principal’s interest (Armstrong v Jackson, 1917). 

(vi) No make of any secret profits: An agent should not perform his/her duty where 
he/she would  have any material or financial benefit accruing to him/her without 
the knowledge of the principal(Andrews v Ramsay& Co., 1903) 

(vii) Confidentiality: An agent must not disclose confidential information or documents 
of his/her principal to any third party. 

(viii) Not to delegate authority: Wherever delegation is not the ordinary way of 
business, an agent must not establish a relationship of principal/agent between 
his own principal and a third party, as this creates confidence issues (De Bussche 
v Alt, 1878; S.125 (1) Contracts Act, 2010). 

(ix) Payment of sums received: An agent must pay to a principal, all sums received 
on the account of the principal (S. 152 Contracts Act, 2010). 

 

Solution 6 
 

(a) Factors that can vitiate a contract: 
 

(i) Misrepresentation: This is an untrue statement of fact which is made by a 
contracting party to the other party before the time of contracting, which induces 
the person to whom it is made, to enter into the contract. Such misrepresentation 
makes a contract voidable at the option of the innocent party (Derry v Peek, 1889). 

(ii) Mistake: Mistake can vitiate a contract where it is an operative mistake, that is, 
where it operates to destroy the consensus which is the basis of such contract. In 
such a mistake, parties are deemed to not to have agreed on anything. The 
mistake must be of fact, and not of law (Lewis v Avery, 1971). 

(iii) Duress: At common law, duress is where there is an illegal threat to use violence 
against a contracting party or his/her close relative, exerted by the other 
contracting party or third party on his/her behalf, and calculated to produce fear 
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or loss of life or bodily injury as a means of forcing the victim to enter into the 
contract (Barton v Armstrong, 1976). Proof of duress vitiates such a contract. 

(iv) Undue Influence: Under the doctrine of equity, contracts may be set aside due to 
undue influence. Undue influence is when pressure is exerted by one person who 
has moral authority over another. The victim contracts without exercising his own 
judgment and free will, relying on the advice of that dominating party. Examples 
are the solicitor/client, doctor/patient, and parent/child relationships.  

(vi) Illegality: Where a contract is unenforceable, it is illegal and void because 
it may be contrary to law, where it is contrary public policy or forbidden by statute. 
Contracts like those tending to corruption in public life, promoting sexual 
immorality, prejudicial to administration of justice, trading with an enemy in war 
time, for future separation, in restraint of trade and marriage, will all be illegal and 
unenforceable. 
 

 (b) Five different types of courts in Uganda, starting from that of highest 
jurisdiction: 

 

(i) Supreme court: This is the highest court of appeal in Uganda. It hears appeals 
from the Court of Appeal in civil, criminal and constitutional. It also has original 
jurisdiction for cases of presidential election petitions. It is a court of record. 

(ii) Court of Appeal: This court hears civil and criminal appeals from the High Court. it 
also hears matters concerning the interpretation of the constitution, when 
constituted as the constitutional court. The court of appeal is also a court of record. 

(iii) High Court: The High Court has unlimited original and appellate jurisdiction in all 
civil and criminal matters from subordinate courts. It, too, is a court of record. 

(iv) Chief Magistrates court: this is one of the subordinate courts, with fiscal jurisdiction 
of up-to Shs 50 million. There is no limited jurisdiction for this court where a matter 
is governed only by civil customary law.  

(v) Magistrate Grade I court: This, is also a subordinate court, with jurisdiction of 
matters that do not exceed Shs 20 million. This court also has no limited jurisdiction 
for matters governed only by civil customary law. 
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was lawful. 
(ii) Whether the director’s intention to cancel 300 company shares was lawful. 
(iii) Whether the creditors’ objection to reduction of the company’s share capital was 

justified.  
(iv) Whether it was lawful for Buuza to pay a charge before accessing company 

minutes. 
(v) Whether there are any remedies available to the aggrieved parties. 
 

Resolution of issues: 

(i) Section 10 (1) (c) of the Companies Act 2012 is to the effect that a company may, 
by special resolution, alter its Memorandum of Association with respect to the 
objects of the company so far as it may be required to enable it to enlarge or 
change the local area of its operations. 
 

In the instant case, Kingo Ltd manufactures small industrial tools in the urban 
center but has many customers based in Bifuna municipality, which is a semi-urban 
area where it has a small manufacturing base. In the next general meeting, the 
directors intend to have a duly passed resolution to alter the Memorandum of 
Association, to have a sizeable company hub located in Bifuna municipality, and to 
have company headquarters there. It is not against the law to relocate and 
increase size of the company. Therefore, the location of a company hub and 
headquarters in Bifuna municipality was lawful. 

 

(ii) Section 71 (1) (e) of the Companies Act 2012 provides that a company limited by 
shares, if authorized by its Articles of Association, may alter the conditions of its 
Memorandum of Association by cancelling shares which at the date of the passing 
of the resolution, have not been taken by any person and diminishing the amount 
of its share capital by the amount of the shares cancelled.  
 

In this case, the company’s Memorandum of Association provided for 1,500 shares 
but in the directors decided to have only 1,200 shares, by cancelling 300 shares 
that had not been taken by anyone. They intended to table the matter in the 
general meeting. When some members scrutinized the company’s Articles of 
Association, it was found that there was no specific reference towards matters 
concerning such changes in the conditions of the Memorandum of Association. 
This indicated that there was no authorization by the company Articles of 
Association to cancel shares, as the directors intended to do. Therefore, the 
director’s intention to cancel 300 company shares was not lawful. 

SOLUTION 2 

Issues: 

(i) Whether the shifting of a company hub and headquarters in Bifuna municipality 
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(iii) Section 77 (2) (a) of the Companies Act 2012 is to the effect that where a proposed 
reduction of share capital involves diminishing of liability in respect of unpaid share 
capital and if the court so directs, a creditor of the company who, at the date fixed 
by the court is entitled to any debt or claim which, would be admissible in proof 
against the company, is entitled to object to the reduction. 
 

In this case, the directors intend to reduce the share capital of the company so 
that liability for the unpaid share capital is diminished. Their view was that once a 
confirming order is secured from court, it would be easy to reduce the share capital 
in a legally acceptable manner and pave way for better management of the 
company. However, some company creditors whose claims are almost due, were 
against this decision, and this is provided for by law. Therefore, the creditors’ 
objection to reduction of the company’s share capital was justified. 

(iv) Section 153 (1) of the Companies Act 2012 is to the effect that the books 
containing minutes of proceedings of any general meeting of a company shall, 
during business hours be open to the inspection of any member without charge. 

 

(v) In the instant case, Buuza who was determined to do his own quiet investigations, 
requested the company Secretary for minutes of proceedings of the previous 
general meeting. However, he was informed that the directors must first provide 
for the charge he has to pay before accessing the minutes. This was not in 
accordance with the provisions of law. Therefore, it was not lawful for Buuza to 
pay a charge before accessing company minutes. 

 

(vi) Remedies available to the aggrieved parties: 
 

 Directors of Kingo Ltd may seek for a court order declaring that the location of a 
hub and company headquarters in Bifuna municipality was lawful. 

 Members of Kingo ltd may seek for a court order to stop the director’s intention to 
cancel 300 company shares. 

 Company creditors may seek for a court order to declare the reduction of the 
company’s share capital unlawful. 

 Buuza may seek a court order to declare no charge required to access the minutes. 
 

SOLUTION 3 

Issues: 

(i) Whether the requirement for the estate of Yosef to pay the debt to Pesa Lenders 
was lawful. 

(ii) Whether the partners were justified to continue working with Musigire instead of 
Tambula. 

(iii) Whether Nsonga firm was liable to pay Kiki Enterprises. 
(iv) Whether Nsonga firm was liable for Lugendo’s death. 
(v) Whether there are any remedies available for the aggrieved parties. 
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Resolution of issues: 

(i) Section 9 (3) of the Partnerships Act 2010 is to the effect that the estate of a 
partner who dies, not having been known to the person dealing with the firm to 
be a partner, is not liable for partnership debts contracted after the date of the 
death. 
 

In the instant case, Nsonga firm was earmarked to be a supplier of equipment and 
tools and it borrowed more money from Pesa Lenders after Yosef’s death, to 
enable it meet the high demand. The money was supposed to be repaid within six 
months but because the Ebola virus was no more, the firm made less profits and 
failed to pay the debt. This debt was obtained after the death of Yosef. Therefore, 
the requirement for the estate of Yosef to pay debt to Pesa Lenders was not lawful. 

 

(ii) Section 25 (1) & (3) of the Trustees Act 2000 provide that a trustee intending to 
remain out of Uganda for a period exceeding one month may, notwithstanding any 
rule of law or equity to the contrary, by power of attorney, delegate to any person 
the execution or exercise during the trustee’s absence from Uganda of all or any 
trusts, powers and discretions vested in him or her as trustee and, the power of 
attorney shall be revoked by his/her return.  

 

In this case, Tambula who was a trustee for Yosef’s children travelled outside the 
country for 3 months. He granted a Power of Attorney to Musigire to handle all 
matters of the trust and he did this so well that when Tambula returned, the 
partners continued working with Musigire instead of Tambula. This was against 
the law because Tambula’s return automatically revoked Musigire’s power of 
attorney. Therefore, the partners were not justified to continue working with 
Musigire instead of Tambula. 
 

(iii) S. 5 (1) of the Partnerships Act 2010 provides that an act or instrument relating to 
the business of the firm and done or executed in the firm name, or in any other 
manner showing an intention to bind the firm by any person authorised to bind 
the firm, whether a partner or not, is binding on the firm and all the partners. 
 

In the instant case, Gongo who was an active partner in getting business for the 
firm entered into an understanding with Muyambi, to get a supplier of medical 
syringes for the firm. Muyambi got Kiki Enterprises and the firm bought syringes 
worth Shs 3 million, through a transaction made by Muyambi with Kiki Enterprises, 
and a part-payment of Shs 1 million was made. When no more payment was made, 
Kiki Enterprises demanded payment from Muyambi, who forwarded the demand 
note to Gongo and Gongo presented the demand note to the firm. However, other 
partners refused to pay on the grounds that Muyambi was not a partner and the 
firm could not pay debts that were not incurred by partners.  
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However, the understanding between Gongo and Muyambi, as well as the 
transaction between Muyambi and Kiki Enterprises were made in the interest of 
the firm, with an intention to bind the firm, and the firm made part-payment for 
the debt. Therefore, Nsonga firm was liable to pay Kiki Enterprises. 

 

(iv) The law of torts upholds the defense of “Voluntary Assumption of Risk’’ which is 
to the effect that a person cannot complain of damages resulting from a risk he/she 
voluntarily consented to run (Khimji v Tanga-Mombasa Transport Company, 1962). 
 

(v) Furthermore, the defense of voluntary assumption of risk (volenti non-fit injuria) 
is premised on the argument that when a person engages in an activity by which 
they accept and are aware of the risks inherent in it, they cannot later complain if 
they sustain an injury during the activity. They also cannot seek compensation for 
that injury. The idea is that if a plaintiff has assumed the risk, the defendant does 
not owe any legal duty to the plaintiff (Acaye v Saracen (Uganda) Limited & 2 
others, 2011) 
 

In the instant case, the firm’s truck driver got an accident and escaped without 
any serious injury when the truck slipped into a river that had burst its banks. The 
driver had given a lift to Lugendo, and when they got to the swollen river that had 
spread to the road, the driver hesitated to drive through it. However, Lugendo 
insisted that they try, since they were in a big truck. As a result of the accident, 
Lugendo died and his family intends to sue the firm and its driver for liability. 
Lugendo had known the danger or risk of driving through the water, he had 
appreciated the danger and voluntarily assumed the risk by insisting that they 
drive through the water, despite the driver’s earlier hesitation to do so. The firm 
can prove all requirements for this defense. Therefore, Nsonga firm was not liable 
for Lugendo’s death. 
 

(vi) Remedies available to the aggrieved parties: 

 Yosef’s wife may seek for a court order declaring Yosef’s estate not liable to pay 
the debt. 

 Tambula may seek for a court order to compel partners to stop working with 
Musigire. 

 Kiki Enterprises may seek for a court order to compel payment by Nsonga firm. 
 Nsonga firm may seek for a court order to declare its non-liability for Lugendo’s 

death. 
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SOLUTION 4 

Issues: 

(i) Whether Kwesiga Society’s failure to inform the registrar about its new address 
was justified. 

(ii) Whether the dismissal of Mukozi was lawful.  
(iii) Whether Gamba’s refusal to pay Diluz Enterprise was justified.  
(iv) Whether Fandi’s refusal to pay Gamba was justified. 
(v) Whether there are any remedies available to the aggrieved parties. 

 

Resolution of issues: 

(i) Section 20 (1) of the Cooperative Societies Act 2020 provides that every 
registered society shall have a registered address to which notices and 
communication may be sent and shall send to the registrar notice of every 
change of address within a month of the change. 
 

Furthermore, section 80 (1) (a) of the Cooperative Societies Act 2020 provides 
that it shall be an offense under this Act if a registered 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.  
 

In the instant case, Kwesiga cooperative society moved its head office from the 
city center to Tawuni municipality, which was near the city center. A year 
passed after moving the society’s headquarters but no communication about 
the new address was given to the registrar of cooperative societies. Despite the 
request made by Pindo who is one of the members, the management team just 
laughed at him and told him to mind his other business.  
Therefore, Kwesiga Society’s failure to inform the registrar about its new 
address was not justified. 
 

(ii) Section 75 (f) of the Employment Act 2006 provides that an employee’s refusal 
or proposed refusal to join a labour union shall not constitute a fair reason for 
dismissal or for the imposition of a disciplinary penalty. 

 

In the instant case, Mukozi refused to join the union which most employees of 
Nkwesiga Bank subscribed to. He ignored all efforts made by the bank to 
persuade him to join the union. Following a disciplinary committee session, 
Mukozi was dismissed on the grounds of failure to comply with workers’ 
conditions of employment. This was against the provision of the law. Therefore, 
the dismissal of Mukozi was not lawful. 
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(iii) Section 22 of the Sale of Goods and Supply of Services Act 2018 provides that 
where there is a contract for the sale of unascertained goods, property in the 
goods shall not pass to the buyer until the goods are ascertained. 

 

In this case, Gamba agreed with Diluz Enterprise to supply him with hand-
washing machines, which he would resell to his customers. It was agreed that 
he would make full payment after receiving the machines. When the machines 
were delivered, Gamba refused to pay on the grounds that the hand-washing 
machines that were delivered did not match the type demanded by Gamba’s 
customers. Therefore, Gamba’s refusal to pay Diluz Enterprise was justified. 

 

(iv) Section 27 (1) of the Sale of Goods and Supply of Services Act 2018 provides 
that unless otherwise agreed, goods remain at the seller’s risk until the property 
in the goods is transferred to the buyer.  

 

In this case, Gamba agreed to sell glass materials to Fandi, for use as a raw 
material to produce various products. After packing and handing them to the 
transporter, Gamba informed Fandi that his goods were on the way to the 
agreed destination. An accident happened on the way and the glass materials 
were damaged. Fandi refused to pay, claiming that he was not supposed to pay 
for any mishaps on the way and he had to receive materials which he could 
use, not the damaged materials that Gamba sent. According to law, risk prima 
facie passes with property and the glass materials got damaged before Fandi 
had received them. Therefore, Fandi’s refusal to pay Gamba was justified. 
 

(v) Remedies available to the aggrieved parties: 
 

 Nkwesiga bank may seek for a court order to declare it was not liable for 
Gamba’s loss. 

 Mukozi may complain to the labour officer for unlawful dismissal. 
 Gamba may seek for a court order to declare non-passing of property until 

ascertained. 
 Fandi may seek for a court order to declare that risk cannot pass to him before 

delivery. 
 

SOLUTION 5 

(a) Different ways of endorsing a cheque:  

(i) Blank endorsement: This is where the bill or cheque specifies no endorsee. 
Its effect is to convert the order bill into a bearer bill. An endorsement in 
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blank specifies no endorsee, and a bill so endorsed becomes payable to 
bearer (S. 33 (1) Bills of Exchange Act, 2000). 

(ii) Special endorsement: A special endorsement specifies the person to whom 
or to whose order the bill is payable. (S. 33 (2) Bills of Exchange Act, 2000). 

(iii) Restrictive endorsement: An endorsement is restrictive which prohibits the 
further negotiation of the bill or which expresses that it is a mere authority 
to deal with the bill as thereby directed and not a transfer of the ownership 
of the bill (S. 34 (1) Bills of Exchange Act, 2000).  

(iv) Conditional endorsement: Where a bill purports to be endorsed 
conditionally, the condition may be disregarded by the payer, and payment 
to the endorsee is valid whether the condition has been fulfilled or not (S. 
32 (1) Bills of Exchange Act, 2000).  

(b) The different types of agents: 

(i) Auctioneer: This is a person who sells or offers for sale goods of another 
person where purchasers are the highest bidders. An auctioneer has the 
authority to receive the purchase price and can sue in his own name. He 
has possession of the goods to be sold and a lien on the goods for his 
charges. His role is to be an agent for the seller before the sale but becomes 
the agent for the purchaser after the sale.  

(ii) Broker: This is an agent who bargains and contracts in matters of trade 
for a compensation called brokerage. A broker has no possession of the 
goods and consequently no lien on them. He cannot buy or sell in his name 
and has no authority to sue in his name. 

(iii) Factor: This is a mercantile agent with the authority to either sell goods or 
raise money on the security of the goods. A factor has implied power to sell 
goods in his name and receive payment for goods sold. He also has a lien 
on the goods in his possession for all charges and expenses properly 
incurred in lawful execution of his duties.   

(iv) Del credere agent: This is an agent who guarantees due payment of the 
price of all goods sold by him, in consideration of a higher reward than is 
usually given.in case a buyer does not pay, the agent pays but he is not 
liable when a buyer does not accept the goods. 

(v) Universal agent: A universal agent is appointed to act for the principal in 
all matters. This, in many ways, is a general agent, who does anything 
within the authority given to him.  
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(vi)  Special agent: A special agent is appointed for one particular purpose. His 
authority is to do that particular act or act in that particular transaction. 

(vii)  Banker: A banker is an agent when he pays the customer’s cheque when he has 
sufficient funds available in his account. 

SOLUTION 6 

(a) Rules of consideration as provided in the law of contracts: 

(i) Consideration must be real, with some value but need not be adequate 
(White v Bluetts, 1853).  

(ii) Consideration must not be past: No past act or forbearance that took place 
before the promise is made can be taken to be consideration (Remcardle 
case, 1951).  

(iii) Consideration must move from the promisee: Only a party to the contract 
can enforce a promise and a stranger to the consideration cannot sue on a 
contract, even where it is made for his/her benefit (Dunlop v Selfridge, 
1915). 

(iv) Consideration must be in excess of an existing obligation. A person who has 
a contractual obligation or duty to perform an act does not give any 
consideration for a promise to perform that contract (Foakes v Beer, 1884). 

(v) Consideration must be legal: The consideration must not be prohibited by 
law or against public policy (Foster v Driscoll, 1929). 

 

(b) The different sources of law in Uganda: 

(i) Constitution: The constitution of the republic of Uganda 1995 is the 
supreme law of the land. Where any other law is found with provisions that 
are in contradiction with the constitution, the constitutional provision takes 
precedence over that other law.  

(ii) Legislation: Legislation or enacted law is made by Parliament. It contains 
statutes and rules made directly by Parliament or indirectly by delegated 
legislation made by bodies like local authorities or a minister on behalf of 
Parliament.  

(iii) Common law: This is law originating from English customs and developed 
by judges using the principle of stare decisis. It now consists of the non-
statutory law of England, excluding rules of equity. 
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(iv) Doctrines of equity: This refers to a set of rules formulated to supplement 
the rules of common law, in order to remedy defects in common law. 
Common law was also found to be so rigid and equity was formulated to 
bring more fairness in the administration of justice. It also provided more 
remedies for certain wrongs, as common law remedies were not 
satisfactory. 

(v) Case law: This is law contained in judicial decisions, where lower courts 
follow decisions of higher courts in cases which have similar facts and points 
of law. The binding part of decisions is that which constitutes reasons for 
the decisions. Where no applicable legal principles exist, judges crate new 
rules of law to govern the facts before them, thus making future precedents. 

(vi) Customary law: Customary law originates from the habitual practices and 
traditions of people. It is unwritten law and only applies where it is not 
repugnant to natural justice and morality, and where it is not inconsistent 
with any written law. 

(vii) Doctrines of natural justice: Doctrines of natural justice are used by judicial 
officers to avoid any bias and to ensure that the right to a fair hearing is 
upheld. In using the doctrines, in administration of justice, individuals are 
not be penalized by decisions affecting their rights or legitimate 
expectations unless they have been given prior notice of a case, a fair 
opportunity to answer it, and the opportunity to present their own case. 
Where a decision affects rights or interests, doctrines of natural justice are 
used (Ridge v Baldwin, 1964).  
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(ii) Whether the directors were justified to deny Hinda’s attendance of meetings.    
(iii) Whether the auditors were justified not to present a report to the company.  
(iv) Whether Bana and others were justified to seek the registrar’s intervention. 
(v) Whether there are remedies available to the aggrieved parties. 
 

Resolution of issues: 

(i) Section 47 (1) of the Companies Act 2012 provides that the subscribers to the 
memorandum of a company shall be taken to have agreed to become members of 
the company, and on its registration shall be entered as members in its register of 
members.  
In the instant case, Hinda was one of the four people who incorporated Zizo Ltd 
and subscribed to its Memorandum and Articles of Association. Therefore, Hinda 
was a member of Zizo Ltd.  

(ii)  Section 141 (a) of the Companies Act 2012 gives general provisions as to meetings, 
including notices of company meetings to be served on every member of the 
company in the prescribed manner by the articles of the company or Table A of 
the Companies Act, 2012. 
In the instant case, the directors had on several occasions held meetings excluding 
Hinda, on the ground that he had not paid up for the shares allotted to him, thus 
not considered to be a member who could attend meetings. The non-payment for 
shares had nothing to do with Hinda’s right to receive notice to enable him attend 
company meetings. Hinda was a member of the company and had a right to 
receive notices and to attend company meetings. Therefore, the directors were 
not justified to deny Hinda’s attendance of meetings.    

(iii)  Section 170 (1) of the Companies Act 2012 requires auditors to make a report to 
members on the accounts laid before them and on other accounting records in a 
general meeting.  
In the instant case, Kambura Associates who were auditors of Zizo Ltd, did not 
present a report on the accounts of the company in the general meeting. The 
directors and some members were of the opinion that an audit report would be a 
wastage of time and resources, especially because the company was doing well 
financially. This was against the law. Therefore, the auditors were not justified not 
to present a report to the company. 

(iv)  Section 174 (b)(iv) of the Companies Act 2012 provides that the registrar shall 
appoint one or more competent inspectors to investigate the affairs of a company 
and to report thereon in such manner as the registrar directs, if it appears to the 
registrar that there are circumstances suggesting that its members have not been 

 

Issues: 

(i) Whether Hinda was a member of Zizo Ltd.  

269

Admin
Typewritten text
 TEST PAPER 27 SOLUTIONS
    CPA (U) DECEMBER 2024



given all the information with respect to its affairs which they might reasonably 
expect, or that it is desirable to do so. 
In this case, Bana and other members are of the opinion that the company is not 
managed well. They are not aware of audit information and feel that the company 
affairs are not focused to a positive outcome. Bana and other members want the 
registrar of companies to intervene in the matter, as a way forward. This was in 
line with the law. Therefore, Bana and others were justified to seek the registrar’s 
intervention. 

 

(v)  Remedies available to the aggrieved parties: 

 Hinda may seek for a court order declaring him as a member of Zizo Ltd.  
 Hinda may seek for a court order declaring his right to attend company meetings.  
 Members may seek for a court order to compel the auditors to present their report. 
 Bana and others may apply for the intervention of the registrar of companies. 

 

SOLUTION 3 

Issues: 

(i) Whether Bayoko’s wife and children are justified to remove Zaviyo as trustee. 
(ii) Whether Tadi and Mito are justified to demand for profits from Jono. 
(iii) Whether Betta firm is liable to pay Nim traders. 
(iv) Whether Kakuzi Ltd is liable for the damage of Koma’s car. 
(v) Whether there are remedies available to the aggrieved parties. 
 

Resolution of issues: 

(i)  Section 3 of the Trustees Act 1954 provides that a trustee may invest any trust 
funds in his or her hands, whether at the time in a state of investment or not. 

 In this case, Bayoko died and Zaviyo who was Bayoko’s trustee invested trust 
money in the shares of RIV Holdings, a telecommunication company, by buying 
3,000 shares. Zaviyo had a duty as a trustee to invest trust funds, where interest 
or profits could be obtained. His action was within the law. Therefore, Bayoko’s 
wife and children are not justified to remove Zaviyo as trustee. 

(ii)  Section 31 of the Partnerships Act 2010 provides that every partner must account 
to the firm for any benefit derived by him/her without the consent of the other 
partners from any transaction concerning the partnership, or from any use by 
him/her of the partnership property, name or business connection. 

Furthermore, section 26 (a) of the Partnerships Act 2010 provides that all the 
partners are entitled to share equally in the capital and profits of the business.  

In the instant case, Tadi, Mito and Jono were partners in Tripple Enterprises, which 
tasked Jono to buy pharmaceutical products for the firm. Unknown to Tadi and 
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Mito, Jono sold some products to his Somali friend and made profits, later on 
replacing the pharmaceutical products after the sale. Jono did not account to the 
other partners the profits he made out of the transaction, as required by law. 
Therefore, Tadi and Mito are justified to demand for profits from Jono. 

(iii)  Section 5 (2) of the Partnership Act 2010 provides that the act of a partner who 
does any act for the purpose of carrying on the ordinary course of business of the 
firm binds the firm and his/her partners, unless the partner so acting does not 
have authority to act for the firm in the particular matter.  

In the instant case, Mito partnered with Rau to form Betta firm, which dealt in 
stationary. Rau purchased goods on credit from Nim Traders, where payment had 
to be made at the end of the month. When two months elapsed without payment, 
Nim traders’ manager demanded for payment, but Mito told him that he was not 
aware of any credit supplies and Nim traders’ demands were made to the wrong 
person. Rau’s credit purchase was made in the course of business, for Betta firm, 
and was binding to Betta firm.  
Therefore, Betta firm is liable to pay Nim traders. 

(iv)  The law of torts provides for vicarious liability of a master for the acts of his 
employee, whereby an employer is liable for the any tort which his employee 
commits in the course of his employment.  

Furthermore, an employee who in the course of his employment deviates from the 
authorised route, does not cease to be in the course of his employment (Nzarirehe 
v Kagubire, 1968).  

In this case, Ojo a driver of Kakuzi Ltd had to make a delivery but deviated from 
his usual route, passed by his home, and on the way from his home, he collided 
with Koma’s motor vehicle.  Koma’s demands from Kakuzi Ltd for funds to repair 
his vehicle were rejected by the Managing Director, who referred him to Ojo. This 
was wrong since Ojo was still in the course of his employment.  

Therefore, Kakuzi Ltd is liable for the damage of Koma’s car. 

(v)  Remedies available to the aggrieved parties: 

 Zaviyo may seek for a court order to declare intended removal as trustee unlawful. 
 Tadi and Mito may seek for a court order compelling Jono to account for profits. 
 Nim traders may seek for a court order to compel payment by Betta firm.  
 Koma may seek for a court order for payment car repair costs by Kakuzi Ltd. 

SOLUTION 4 

Issues: 

(i) Whether Wulia was liable to Tuziba for Zabu cooperative society’s contract. 
(ii) Whether Rufu was liable to refund Wulia and her husband’s money. 
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(iii) Whether Tyron was justified to reject the printer and to claim for refund of its 
price.  

(iv) Whether Potra is liable to refund $600 to Tyron. 
(v) Whether there are remedies available to the aggrieved parties. 
 

Resolution of issues: 
(i)  Section 6A (1) provides that 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.  
Furthermore, Section 6A (2) A cooperative society may adopt a pre-incorporation 
contract with its formation and registration made on its behalf without a need for 
novation. In this case, Tuziba contracted with Wulia on behalf of Zabu Corporative 
Society, which was not yet registered. Tuziba entered into the contract believing 
that the Society was duly registered but when he later issued a demand note for 
payment, the Society did not pay. The society never adopted the contract entered 
for it by Wulia. Therefore, Wulia was liable to Tuziba for Zabu cooperative society’s 
contract. 

(ii)  Section 15 (2)(b) of the Sale of Goods and Supply of Services Act 2018 provides 
that there is an implied condition that the goods supplied under a contract are 
reasonably fit for that purpose, where the buyer expressly or by implication makes 
known to the seller the particular purpose for which the goods are required so as 
to show that the buyer relies on the skill or judgement of the seller, whether the 
seller is the manufacturer or not.  

In this case, Wulia and her husband started a tour company and consulted Rufu, 
a car dealer, and stated that they wanted vehicles which were ideal for touring. 
Rufu recommended the “Jeep Wrangler” type and relying on the advice, they 
bought two Jeep Wranglers from Rufu. Shortly after the purchase, the cars proved 
to be unsuitable for touring, consequent to which, Wulia and her husband returned 
the vehicles to Rufu, demanding for a refund of their money. This was in line with 
the law despite Rufu’s purported disclaimer in the contract for sale, because there 
was an implied undertaking in the contract as to quality and fitness for the 
purpose.  
Therefore, Rufu was liable to refund Wulia and her husband’s money. 

(iii)  Section 22 of the Sale of Goods and Supply of Services Act 2018 provides that 
where there is a contract for the sale of unascertained goods, property in the 
goods shall not pass to the buyer until the goods are ascertained.  

In the instant case, Wulia contracted for the sale of a printer to Tyron.  It was 
agreed that the printer would be properly assembled and delivered to Tyron by 
bus. Wulia assembled the printer but it got damaged on the way and Tyron refused 
to accept it. He instead wanted to recover the price of the printer from Wulia. At 
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the time of contracting, Tyron had not yet ascertained that the printer was okay, 
so the property in the goods had not yet passed to him.  
Therefore, Tyron was justified reject the printer and to claim for refund of its price.   

 

(iv)  Section 79 of the Bills of Exchange Act 2000 provides that where the banker on 
whom a crossed cheque is drawn, in good faith and without negligence, pays it, if 
crossed generally, the banker paying the cheque, and, if the cheque has come into 
the hands of the payee, the drawer, shall respectively be entitled to the same 
rights and be placed in the same position as if payment of the cheque had been 
made to the true owner of the cheque. 

Furthermore, Section 80 of the Bills of Exchange Act 2000 provides that where a 
person takes a crossed cheque which bears on it the words “not negotiable”, 
he/she shall not have, and shall not be capable of giving, a better title to the 
cheque than that which the person from whom he or she took it had. 

In this case, Tyron drew a cheque in blank and crossed it with the words “Not 
negotiable.” His daughter (Migo) who was supposed to fill in the amount payable 
and the drawee as Halisi Bank Limited, inserted an amount of $600 instead of 
$200. She delivered the cheque to Potra as payee, in payment of a personal debt.  
As provided by law, Potra could not get a better title to the cheque from Migo, 
who had falsely filled the details of the cheque. Halisi Bank had also paid in good 
faith, and could not be responsible for the loss. It was Potra who never got good 
title to the cheque. Therefore, Potra is liable to refund $600 to Tyron. 

 

(v) Remedies available to the aggrieved parties the parties:  
 Tuziba may seek for a court order to compel Wulia to pay for the society contract. 
 Wulia and husband may seek for a court order for Rufu’s refund of their money.  
 Tyron may seek for a court order for a refund of the printer price from Wulia.   
 Tyron may seek for a court order to compel Potra to refund his $600. 

 

SOLUTION 5 

(a) Ways in which a principal-agent relationship may be created: 

(i) Express agreement: This can be done either by spoken or written appointment, or 
partly orally and partly in writing (S.122 (2) Contracts Act, 2010). 

An example is the grant of a power of Attorney.  

(ii)  Implied: The principal-agent relationship may be inferred from circumstances and 
conduct of the parties (S.122 (2) Contracts Act, 2010). 

(iii)  Ratification: An agency relationship may be created where an act is done by one 
person on behalf of another but without the knowledge or authority of that other 
person, the person on whose behalf the act is done may ratify or disown the act 
(S. 130 (1) Contracts \Act, 2010). 
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The person who adopts the transaction is the principal and the transaction is 
treated as if he had initially authorized it.   

(iv)  Necessity: A principal-agent relationship may be created in an emergency, where 
an agent has authority to do any act for the purpose of protecting a principal from 
loss, as would be done by a person of ordinary prudence, under similar 
circumstances (S.124 Contracts \Act, 2010). 

This may arise in commercial or domestic matters. At common law, a person, may 
do certain things in relation to perishable goods, as if he had been expressly 
authorized to do so by the owner.   

(v)  Marriage or cohabitation: Under common law a wife can pledge husband’s credit 
for necessaries, suitable to her husband’s station in life (Nanyuki General trading 
stores v Mrs. Peterson, 1948).  

In such a case, the husband has to pay for the goods as if he had expressly told 
the wife to take them on credit.  

(vi)  Estoppel: This principal-agent relationship occurs where a man is under a legal 
duty to disclose some fact to another and he does not do so, the other is entitled 
to assume the non-existence of the fact (Spiro v Lintern, 1973). 

  This implies that a person who is under a legal duty to inform a third party that 
the person purporting to for him as his agent is in fact not his agent but fails to do 
so, may be estopped from saying that the apparent agent is not his agent   

(b) Permitted deductions from an employee’s remuneration, as provided by 

the Employment Act, 2006: 
 

Section 46 of the Employment Act 2006 provides for the permitted deductions from 
an employee’s remuneration. These are as follows: 

 

(i) Tax, rates, subscriptions or contribution: Where the law imposes deduction of an 
amount in respect of any tax, rate, subscription or contribution, it will be a 
permitted deduction from the employee’s remuneration (S.46 (1) (a) Employment 
Act, 2006).  

 

(ii) Provident or pension fund or scheme: Where an employee gives his/her written 
consent to a deduction being made in respect of any amount representing a 
contribution to any provident or pension fund or scheme established or maintained 
by the employer or some other person, it will be a permitted deduction 
remuneration (S.46 (1) (b) Employment Act, 2006).  

 

(iii) Rent or accommodation charge by employer: Where an employer provides 
accommodation or housing by way of reasonable rent to the employee or the 
employee’s family, and the employee has agreed to such deduction, it is 
considered to be a permitted deduction (S.46 (1) (c) Employment Act, 2006). 
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(iv) Union dues: It is permitted for an employer to deduct union dues where an 
employee is a member of such union (S.46 (1) (d) Employment Act, 2006). 

(v)  Attachment by operation of law: An employer is permitted to deduct an amount of 
money from the employee’s wages as an attachment by operation of law, provided 
that any such attachment shall not be more than two-thirds of all remuneration 
due in respect of that pay period (S.46(3) Employment Act, 2006). 

 

SOLUTION 6 

(a) Circumstances under which a contract may be rendered void:  
 

(i)  Lack or failure of consideration:  An agreement or a contract which is made without 

consideration is void (S. 20(1) Contracts Act, 2010).  

A contract must be an agreement made with the free consent of parties, so that it 

can be legally binding (S. 10(1) Contracts Act, 2010). 

(ii)  Agreement in restraint of profession or trade: An agreement which restrains a 

person from exercising a lawful profession, trade or business of any kind, is to that 

extent void, unless the restraint is reasonable in respect to the interests of the 

parties concerned and in respect to the interests of the public. (S. 21(1) Contracts 

Act, 2010). 
 

(iii)  Agreement in restraint of legal proceedings: Any agreement which restricts a party 

absolutely, from enforcing his/her rights in respect of a contract, by legal 

proceedings or which limits the time within which the party may enforce his or her 

rights is void to that extent (S. 22 (1) Contracts Act, 2010). 
 

(iv) Uncertainty: An agreement, the meaning of which is not certain or capable of being 

made certain, is void (S. 23 Contracts Act, 2010). 
 

(v) Agreement by way of wager: An agreement made by way of an unlicensed wager 

is void, whereby “wager” means a promise to pay money or other consideration on 

the occurrence of an uncertain event (S. 24 (1) & (2) Contracts Act, 2010). 
 

(vi) Agreement to do impossible act: Where an agreement is to do an act which is 

impossible to perform, such agreement is void. A contract becomes void, where the 

contract is to do an act which, after the contract is made, becomes impossible or 
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unlawful or which by reason of an event which the promisor could not prevent, 

becomes impossible or unlawful (S. 25 (1) & (2) Contracts Act, 2010). An act shall 

be taken to be impossible of performance if in law or the course of nature, no person 

can do or perform it (S. 25 (4) Contracts Act, 2010).  
 

(vii) Reciprocal promise to do legal and illegal acts: Where a person makes a reciprocal 

promise, first to do a certain thing which is legal, and then under specified 

circumstances, to do a certain thing which is illegal, the promise to do the legal 

thing shall be a contract but the promise to do an illegal thing shall be a void 

agreement (S. 26 Contracts Act, 2010). 
 

(viii) Alternative promise, one part being illegal:  Where an alternative promise is made, 

where one part is legal and the other part illegal, only the legal part may be 

enforced, while the illegal part will be void (S. 27 Contracts Act, 2010). 

(b) Distinction of civil law from criminal law: 
 

(i)  Purpose: Criminal law is designed to protect the state’s welfare from actions 
deemed threatening or harmful to its overall safety, while civil is primarily 
concerned with the violation of private rights in a community or society. 

(ii)  Parties: Whereas the parties in a criminal law case are the state against an accused 
person, the parties in a civil suit are the plaintiff against the defendant. 

(iii) Remedies: Criminal law punishes the offender by imprisonment, fine, etc. while 
civil law mainly compensates the plaintiff or restores him as much as possible to 
the desired state, by use of damages, injunctions or specific performance of 
obligations.  

(iv) Standard of proof: The standard of proof in criminal law is beyond any reasonable 
doubt, while the standard in civil cases is based on a balance of probabilities. 

(v)  Burden of proof: In criminal cases prosecution must prove that the accused person 
is guilty. On the other hand, the burden of proof in civil cases rests on the plaintiff, 
to prove that the defendant violated a right.  
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