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THE UNITED REPUBLIC OF TANZANIA

No. 6 OF 1991

President

An Act to establish a Loans and Advances Realization Trust
and an expeditious machinery for the recovery of overdue
debts of banks and financial institutions

I I
ENACTED by the Parliament of the United Republic of Tanzania.

1. This Act may be cited as the Loans and Advances Realization
Trust Act, 1991, and shall come into operation on such date as the
Minister may, by notice published in the Gazette, appoint.

Short title
and corn-
mence-
ment

2. This Act shall extend to Tanzania Zanzibar as well as Mainland Applica-
Tanzania. tion

3. In this Act, unless the context requires otherwise- Interpre.
tation''bank'' means a financial institution authorised to receive money on

current account subject to withdrawal by cheque;
''the Bank'' means the Bank of Tanzania established under the Bank of

Tanzania Act, 1965;
''the Board'' means the Board of Trustees of the Trust established under

section 6;
''financial institution'' means any person authorized by or under the law

for the time being relating to banking to engage in banking business
not involving the receipt of money on current account subject to with-
drawal by cheque;

''the Minister'' means the Minister for the time being responsible for
finance;

"non-performing asset'' means-
(a) loans and advances including-

(i) any advances in respect of which the principal or interest or
its scheduled installment has remained overdue for any period
specified by the Bank for the purposes of the Act;

30/6/91 

 
 

NAKALA MTANDAO (ONLINE DOCUMENT)



1991Loans and Advances Realization TrustNo. 64

(ii) any advance to a borrower who has subsequent to the granting
of the advance gone into insolvency or whose industrial or
commercial operation has remained unoperational for any
period specified by the Bank for the purposes of this Act;

(iii) any overdraft in respect of which interest is due and unpaid
or the overdraft is outstanding after the expiry of the authori-
sation or is consistently at or exceeding the credit limit for
such period as the Bank may specify or in respect of which
the credit limit is regularly increased by the bank or financial
institution;

(iv) any advance, overdraft or guarantee for which the borrower
is unable or unwilling to discharge his obligation to service
the interest or principal repayment or; or

(b) investment in the nature of equity holdings, debentures or other
commercial paper issued by a body corporate in the United Republic
where

(i) the body has suffered losses which in aggregate, exceeds its paid
up capital, declared reserves and surpluses;

(ii) insolvency proceedings have been or could be initiated against
the body corporate; or

(iii) the body corporate's commercial or industrial operations have
remained unoperational for a period longer than a period
specified by the Bank for the purposes of this Act, and the mar
ketability or realizable value has been substantially impaired ex-
posing the bank or financial institution concerned to risk of loss;

''the Tribunal'' means the LART Loans Recovery Tribunal established
by section 18;

''the Trust'' means the Loans and Advances Realization Trust established
by section 4.

PART II
THE TRUST

4.-(1) There is hereby established a trust which shall be known as
the Loans and Advances Realization Trust.

Establish-
ment of
the Trust

(2) The Trust shall be a body corporate with a common seal and may
sue or be sued in its corporate name.

and its
lifespan

(3) The Trust shall, for the purposes of discharging its functions under
this Act have power to acquire, hold or dispose of any movable or
immovable property or enter into any contract or transaction.

(4) The Trust shall be in existence for up to five years from the date
it commences operations at the  expiration of which it shall be wound
up, save that it may be wound up earlier if the amounts realized from
the sale of assets are less than its own operating costs.
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5. The objects and functions of the Trust shall be, subject to such
directions as the Minister may deem it suitable to give to the Trust-

Objects
and  func-
tions  of

(a) to hold for and on behalf of the United Republic any non-perform- the Trust
ing asset of a bank or other financial institution which is transfer-
red to the Trust under section 13;

(b) to take such action as may be necessary-
(i) to recover all amounts outstanding in respect of all transferred

non-performing assets; and
(ii) to advise, direct or facilitate the measures that have to be

taken by or in respect of the debtors so as to enhance their
capacity to repay the loans and advances transferred to the
Trust under section 13; and

(c) to administer and manage the Non-Performing Assets Recovery
Fund established by section 12.

6.-(1) There shall be established a Board of Trustees of the Trust
which shall be its governing body.

(2) The Boards shall consist of-
(a) a Chairman, to be appointed by the President, who shall be a

person who is knowledgeable or experienced in corporate law or
chartered accountancy; and

(b) not less than four nor more than six other members, to be ap-
pointed by the Minister from amonst persons who, in his opinion
have a sound knowledge or experience on matters pertaining to
the objects of the Trust, one of whom shall be a person who hails
from Tanzania Zanzibar.

(3) The Minister shall appoint one of the members to be a Vice-Chair-
man of the Board.

(4) The members, who shall work on part-time basis, shall hold office
for a period of two years but may be reappointed for such further period
as the Minister may determine.

7. The Board shall be responsible for the formulation of policies and
the supervision of the management of the Trust and shall, subject to
any general or specific directions given to it by the Minister, exercise
all the powers conferred on the Trust under this Act.

Functions
of   the
Board

8.-(1) The Board shall meet for the discharge of business at such
times and places as it may decide but shall meet at least once in each
month.

Meetings
of the
Board

(2) The Chairman or, in his absence, the Vice-Chairman, shall preside
at all meetings of the Board which he attends.

(3) Decisions of the Board shall be made by a simple majority of
members present and voting and in the event of an equality of votes
the Chairman or other person presiding shall have a second or casting
vote.

 Board of
Trustees
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(4) The quorum at any meeting of the Board shall be four, one of
whom shall be the Chairman or, in his absence, the Vice-Chairman.

(5) The Board may at any time coopt any person to act as an advisor
at its meeting, but such person shall not be entitled to vote at the meeting.

(6) Any member who has any financial or other interest, whether
direct or indirect, in any undertaking the subject matter of any decision
before the Board, shall disclose in writing to the Board the nature of
his interest and shall not participate in any discussion or decision of the
Board relating to the matter.

(7) Any member who fails or refuses to disclose his interest under
subsection (6) of this section is guilty of an offence and shall be liable,
on conviction, to be removed from the Board and to a fine of Shs.
20,000/- or imprisonment for a term not exceeding twelve months.

(8) Subject to the preceding provisions of this section, the Board shall
regulate its own procedure.

9. The Board may on such terms and conditions as it may determine
appoint such committees as it may consider necessary to perform such
functions or advise the Board on such matters as the Board may direct.

Commit-
tees  of  the
Board

10.-(l) There shall be an Administrator of the Trust who shall be
appointed by the Minister.

The Ad-
minis-
trator and (2) The Administrator shall be appointed on such terms and  condi-

tions as the Minister may determine.
other staff
of   the
Trust (3) The Administrator shall, subject to such directions as may be

given by the Board be responsible for the day to day administration of
the Trust and shall be accountable to the Board.

(4) The Trust may from time to time engage such other employees,
consultants and advisors as may be necessary for the proper and efficient
performance of its functions on such terms and conditions as the Board
may determine.

(5) Persons employed in the service of the Government or a parastatal
organisation may be transferred or seconded to the Trust.

11. The members of the Board shall not be paid any salary; but the
members of the Board and the staff of the Trust shall all be paid such

 allowances as the Board may, with the prior consent of the Minister,
determine.

PART III
POWERS AND OPERATIONS OF THE TRUST

12. There is hereby established a fund to be known as the Non-Per-
 forming Assets Recovery Fund into which shall be paid all monies pro-
vided by the Government or other sources to the Trust and, proceeds
from recoveries made on assets vested in the Trust, and out of which
shall be paid such sums of money as may be required by the Trust under
this Act.

Establish-
ment of
Non-Per-
forming
Assets
Recovery
Fund

Remuner-
ation of
members
 and staff
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13.-(l) Notwithstanding any law or agreement to the contrary the
Trust may direct in writing any bank or financial institution, and that
bank or financial institution shall, upon such direction, transfer to the
Trust such of its non-performing assets-

(a) as are in existence at the commencement of this Act; or
(b) as may exist as determined by the audited account of the bank

or financial institution on the 31st day of December, 1990; save
that such loans and advances or equity investments were actually
on the books of the bank or financial institution on the 30th day
Of June, 1988, even if not identified or determined at that time
to be non-performing.

(2) The Minister may upon the recommendation of the Board, by
order published in the Gazette, extend the date of 31st day of December,
1990, for a further period of one year.
14.-(l) The Trust shall in respect of any non-performing asset trans-
ferred by a bank or financial institution under section 13 cause to be
paid to the bank or financial institution for the transferred asset from
the Fund established by section 12 such sums as may be determined by
the Trust at such rate, in such form and subject to such other terms and
conditions as the Trust may determine.

(2) The Trust may, after consultation with the Attorney-General,
order that an investigation be carried out into the affairs and conduct
of those institutions and of their chief or other executives which Were
clients of the bank or financial institution whose non-performing assets
have been transferred to the Trust, for the purposes of determining
whether or not there was any misappropriation of the resources of the
institution. Where the investigation reveals any misappropriation or any
other Offence in relation to any movable or immovable property con-
nected with the non-performing assets transferred to the Trust, such
property shall be clearly identified and seized by the Trust, and then
dealt with according to law for the Purposes Of compensating the institu-
tion concerned.

(3) The Trust may from time to time require in writing any debtor
who is a client of the bank or financial institution whose non-performing
assets have been transferred to the Trust, to furnish to the Trust, or to
such other person as may be specified in the writing, such information
or provide such document as the Trust may specify in the writing for
the Purposes of this Act.

15.-(I) All assets, rights and obligations attached to a non-perform-
ing asset transferred by a bank or other financial institution under this
Act which immediately before the date of the transfer, were held by
the bank or financial institution shall, subject to such directions as the
Minister may give in writing in that behalf, vest in the Trust.

Vesting of
transfer-
red assets

Action by
Trust
after
transfer-
ringandin
respect of
transfer-
red assets

Power to
 transfer
 non-per-
forming
assets
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(2) The Trust may order and facilitate the conduct of an investigation
into the expenditure and income patterns of the debtor institutions and
may, when appropriate, order that any part of the income of that institu-
tion be paid to the Trust in order to reduce the value of the non-perform-
ing asset which is related to the institution and which has been transferred
to the Trust.

16.-(1) The Minister shall, within two months from the coming into
operation of this Act, by rules published in the Gazette, provide for the
rehabilitation process and procedures regarding the seizure and disposal
of assets vested in the Trust by section 15.

Provisions
relating to
rehabilita-
tion

(2) The rules made under subsection (1) may be amended by the
Minister as he deems fit, and shall be complied with by all parties con-
cerned, notwithstanding the provisions of any other law or practise to
the contrary.

17. No act of a member of the Board or an employee of the Trust
shall, where such act was done bonafide in the course of his employment,
subject such member, employee or any person acting under his direction,
personally, to any action, liability or claim.

Protec-
tion   of
Trustees
and
employee
s  of   the
Trust

PART IV

THE LART LOANS RECOVERY TRIBUNAL
18.-(l) There is hereby established a tribunal which shall be knownEstablish-

as the LART Loans Recovery Tribunal.ment and
composi-

(2) The Tribunal shall consist oftion    of
(a) a Chairman who shall be a person holding or who has previouslyTribunal

held or is qualified to hold high judicial office, and appointed by
the Minister after consultation with the Chief Justice;

(b) two other persons who shall be appointed by the Minister after
consultation with the Attorney-General.

(3) Persons appointed to the Tribunal under subsection (2)(b) shall
be from among experts in law, accountancy, business or public affairs.

(4) For the purposes of this section the expression ''high judicial office''
means the office of a Judge of the Court of Appeal, the High Court of
the United Republic or of the High Court of Zanzibar.

19.-(l) The Tribunal shall have exclusive jurisdiction to hear and
determine all matters arising under this Act or relating to any non-per-
forming asset transferred to the Trust under this Act.

Jurisdic-
tion  of  the
Tribunal

(2) The Tribunal shall in the exercise of its jurisdiction under this Act
have all the powers of the High Court and for that purpose the civil
procedure rules applicable to civil action before the High Court shall
apply to actions before the Tribunal.
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20.-(l) A judgment or order of the Tribunal on any matter before
it shall, subject to subsection (2) be final.

Judg-
ment, etc.
of   Tri-
bunal and
execution
of judg-
ment

(2) Judgments and orders of the Tribunal shall be executed and en-
forced in the same manner as judgments and orders of the High Court.

(3) It shall not be lawful for any court to entertain any action or
proceedings of any nature for the purpose of questioning any judgment,
finding, ruling, order or proceeding of the Tribunal; and for the avoi-
dance of doubt, it shall not be lawful for any court to entertain any
application for an order or write in the nature of habeas corpus, cer-
tiorari, mandamus, prohibition, quo warranto, injunction or declaration
in respect of a judgment, order, finding, ruling or proceeding of the
Tribunal.

21.-(I) The Tribunal shall in the exercise of its functions under this
Act be guided by the rules of natural justice.

Procedure
of   Tri-
bunal

(2) Without prejudice to the general effect of subsection (2) of section
19 of this Act, the Tribunal shall in the discharge of its functions under
this Act have all the powers of the High Court in respect of-

(a) enforcing the attendance of witnesses and examining them on
oath, affirmation or otherwise;

(b) compelling the production of documents; and
(c) the issue of a commission or request to examine witnesses abroad.

(3) The Tribunal shall at any time be deemed to be duly constituted
if the Chairman and one other member are present.

(4) Any decisioin shall be deemed to be a decision of the Tribunal if
it is supported by a majority of the members.

(5) A witness before the Tribunal shall have the immunities and
privileges as if he were a witness before the High Court.

22. The Minister shall after consultation with the,, Chief Justice appoint
an officer to be known as the Registrar of the Tribunal, and shall provide
to the Tribunal the services of such other officers as the Tribunal may
reasonably require for carrying out its functions under this Act.

Registrar
and other
staff of the
Tribunal

23. The members of the Tribunal, the Registrar and staff of the Tri-
bunal may be paid such remuneration and allowances as the Minister
may determine.

Expenses,
allo-
wances,
etc.

24.-(1) Any person who-
(a) when summoned, fails or refuses to attend without reasonable Obstruc-excuse; tion    of

Tribunal
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(b) having attended as a witness refuses or fails, to take an oath or
make an affirmation as required by the Tribunal;

(c) makes any statement before the Tribunal which he knows to be
false or which he has no reason to believe to be true;.

(d) omits or suppresses any information required by the Tribunal in
the discharge of its functions or relevant to the discharge of those
functions; or

(e) in any manner misleads, obstructs, insults or disturbs the Tri-
burial, is guilty of an offence, and liable on conviction to a fine
not exceeding Shs. 50,0001- or to imprisonment for a term not
exceeding 12 months or to both the fine and imprisonment.

PART V

FINANCIAL AND MISCELLANEOUS PROVISIONS

25. The financial year of the Trust shall be the same as the financial
year of the Government.

Financial
year   of
Trust

26.-(I) The Trust shall keep books of account and maintain proper
records in relation to them and the books of account and records of the
Trust shall be kept in accordance with accounting standards acceptable
to the National Board of Accountants and Auditors.

Accounts
and audit

(2) The books of account of the Trust shall be audited by the Tanzania
Audit Corporation established by the Tanzania Audit Corporation Act,
1968, at such times as the Board may determine but shall be audited at
least at the end of each financial year.

Acts, 1968
No. 1

(3) The audited accounts shall be submitted to the Board not later
than three months after the end of the financial year to which they relate.

(4) It shall be the duty of the Board as soon as possible but in any
case not later than one month upon receipt of the report of the auditors
under this section to forward such report to the Bank and to the Minister.

(5) A copy of the report shall be submitted by the Board to the
Controller and Auditor-General.

(6) The Board shall not later than four months after the end of each
financial year submit to the Minister an annual report on the management
of the Trust in respect of that financial year, including the balance sheet
of the Trust in respect of that year, the audited accounts, and the auditors'
report on the accounts, and the Minister shall submit the report together'
with his observations on it to the National Assembly.

27. The Trust shall be exempted from the payment of all taxes, rates
and duties.

Tax relief

Regula- 28--(1) The Minister may make such regulations as he deems neces-
sary or convenient for the effective and full implementation of the pur-
poses and provisions of this Act.

tions
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(2) All regulations made under this section shall be published in the
Gazette.

29. Without prejudice to the provisions of section 4(4), this Act shall
continue in force until the 31st day of December, 1995, and shall then
expire unless upon the recommendation of the Minister, the National
Assembly by resolution extends its duration for a further period not
exceeding one year.

Duration
of this Act

Passed in the National Assembly on the tenth day of April, 1991.

MMwindad
Clerk of the National Assembly

Printed by the Government Printer, Dar es Salaam, Tanzania
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