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Section 237 = The creditor'is entitled to claim
cancelliation bf the Gourt of any juristic act done by the deblor
with kmowledge that it would prejudice his creditor, but this
does not apply #f the person enriched Ly such act, dait not-know,
at the time of the gcy, jof~the 'facts which would meke it prejudical

to the creditor, provided, however, that in case of a gratitous

2ct the lnowledge on the part of the debbor alone ic sufficient

The provisions of the foregoing paragraph do not apply

to a juristic act whose subject is not a pfoperty right.

Section 235 ¢ The cancellation under the foregoing
section cennot affect the right, of a third person ascquired in

good faith,
s

THe Torégcing. piragrdphdoes not) apply, #f the right is
acquiire¢ gratuitously,
Section 239 : Cancellation operates in fevour of all

-

the creditors.

Section 240 : A claim for cencellation canoy be brought

e

lster than one vear form the time vhen the creditor knev ¢f the

cause of cancelletion, of later than ten years since the act was done.
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The section’' Provides as follows:

(1) Save As Provided in this section, every conveyance
of property, made whether before or after the commencement of
this Act, with intent to defraud creditors, shall be voidable, at
the instance of any person thergby prejudiced,

(2) This seection does Tob affeét the operation of a
disentailing assurance, or  the law of bankruptcy for the tide
being in force.

(3) This &ection does not exterd to any estate of
interest in property/ conweyed for valuable consideration and
in good faith or wupom good ¢onsideration and in good faith to
any 'person nor- having, at. the /time of the conveyahce, notice
of the dintent to defraud creditors.
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Section 1, Definition of Terms, ~ In theis act "Assets "
of a debtor means property not exempt from liability for his debts.
To the extent that any property is liable for, any debt of die

debtor such property shall be included in his assets,

% Conveyance ' includes every payment of money, assigmment,
release , trausfer , leasé , morigage or pledge of tangible or
intangible properiy and slso the creation of any lien or

incumbrance,

" Creditor W ds a person hawving any claim , whether matured
of unmatured , liquidated. ror unliquidated. absolute , fixed or

contingent.

Section 24 - (1) A person is insolvént when the present
fair salable vatue ¢f his assets is lees “than amount that
will be required to pay his probable liability on his existing
debts as {they beécome absolute’ and matuved.

| (2) In determining vhether a partnership, is
insolvent ‘thére SHsl1-beaddedl to fthe partnership (property
the present fair salable value of the separate assets of
each general partner in excess of the amount probably to
meet the claims of his separate creditors, and also the amount ,
of any unpaid subscription to the partnership of each limited
partner , provided the present fair salable value of the assets

of such limited partner is probably sufficient to poy hiz doius,
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including such unpsaid subscription.

Suction 3. Fair consideration,- Fair consideration is
given for property , or obhligation ,

(2) Vvhen in exchange for such property , or obligation ,
as a fair eduivalent tharefor , and in gocd faith, property is
conveyed or an antecedent dabt is satisfied ; or -

(b) vhensSuch property , or obligation is received in
good faith to securc & present advance or antecedent debt in
amount not dispropertionatsly small as compared with the value

of the property or ebligation obtained .

Section 4., Conveyances by Insolvent. = Every conveyance
made and every obligation incurred by a persen who is or will be
thereby renderad insolvent is fraudulent as to creditors without
regard to his agtual intent 1T tne éonveyance is made or the

obligation_is, incurred without a fair consideration .

Section 5. Conveyances by Persons in Business, - Every
convgyance made without fair consideraticil when the person making
it is engaged or is about to engage in a business of transaction
for which the property remaining in his hands after the conveyance
is an’ unreascnably small capital , is fraudulent as to creditors
and as te other persons who become creditors during the continuance

of such business or transaction without regard to his actual intent.
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Section 6 Conveyances by a Person About to Incur DeXis. =
Every conveyance made and every obligation incurred without
fair consideration when the person making the conveyance or
entering into the obligation intends or believes that he will
incur debts beyord his ability torpay as they mature, -1is

fravdulent as to both present and-future creditors.

. Section 7.-Comveyance Made with intent to Defravd. =
Every conveyance/mede anc every obligation incurred with actual
intent, as distdngdishea from intent presumed in law, to

hinder, delay, of dgfraud either present or future creditors,

is freudulent as to both present and future creditors.

Section & Conveyance of Parinership Property. -
Every-conveyance of partnership property and every partnership
cbligation dncurred when the partnership is or willi be rendered
insolvent, is fraudulentas to partenership creditors, if the

conveyance is magé or oltligation is incurred,

(&) To & partner, whether with or without a promise by

him te! pay (partnership debts, or

(b) To a person not a partner without fair consideration
to the partnership as distinguished from consideration to the

individual partners.
Section 9 Rights of Creditors Whose Claims Have Matured.

(1) Where a conveyance of obligation is frauvdulent as

to a creditor, such creditor, when his claim has matured,



55

may, as ageinst any person except a purchaser for fair
consideration without knowledge of the fraud at the +time
of the purchase, or one who has derived title dimmediately
or mediately from such & purchasér,

(a) Have the conveyance sebt..aside or obligation ammulled
to the extent ngeessary +to satisfy his claim, or

(b) Disregard /the  comveyance and attach or levjr e)-{ecu'bion
upon the properdy / conveyed,
| {(2) A purchesen who without actusl frauvdulent intent has
given less than a fair ‘consideration for the conveyance Or
obligation, may xetain the property or obligztion as security

for repayment.

Section 10 Rights of Creditors those Clnims Have Not Matured. -

Where a conveyance made or obligatiocn incurred is fraudulent
as to a creditor whose claim has net matured he wmay proceed
in a court of " competent jufisdiction against any person
against whom. he could = have prbceeded had his claim matured,
and the ‘court may,
(&) ~Bestrain thedefendent frow| @isposing jof his property,
(b) Appoint' = “receiver’ to' take' ‘charge' of'the property,

(e) Set aside the conveyance or annul the obligation, or
(d) Make any order which +the circumstances of the

case -may Trequire,
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Section 11 Oases Not Provided for in Act, - In any
case not provided -for in this Act the rules of law and equity
including the law merchant, and in particular the rules
relating to the law of principal and agent, and the effect of
fraud, misrepresentation, duress or coercion, mistake, bankruptcy

or other invalidating cause shall govern,

Section 12+ Construction of dct. - This act shall be so
interpreted and génsirued as o effectuate its general purpcse

to make uniform .the/law of. those states which ensct it.

Section 13 | Name of Act. - This act mey be cited as the

Uniform Fraudulent Conveyance ict.

Section 14 Inconsistent Legislation Repealed, = Section *¥#
are hereby repgaled, —and all acts or paris of acts inconsistent

with this Act arfe hereby repealed.

[P 4 .
A A
mandy o | The, Unitorn Fraudulent, Comveysnce Act Ulmn
Fa i LA
ALY ) wuﬂnuﬁqnnumgﬂrqusanﬂﬁlmﬁiﬂuﬂqu,nﬁqolﬁawtﬂunﬁsuqmm
(VV

AL TR TEENRY) 13 Elizableth, |chap 5 g afangpiiiL e, |

1 ,
William M. Me Kinney (editor), "Fraudulent Conveyance,”

American Jurisprudent, Volume 24 p. 165.
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Avoddance of Certain Settlements

42.,~(1) Any settlement of pféperty, not beiﬁé a
" settlement made before and in consideration of marrisge , of made
in favour of a purchaser of ipcumbrancer in good faith and for
valuable consideration , or a settlement mede on or for. the wife

or children of the settlor of property which has accrued %o the
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settlor after marriage in right of his wife, shall, if the settlor
becomes bankrupﬁ within two years after the date of the settlement,
be void against the trustee in the bankruptcy, -and shail, if the
settlor becomes bankrupt at any subsequént time within ten years
after the date of the sottlement, beweid against the trustee in
the bankruptcy , unless.theé parties claiming under the settlement
can prove that the settlor was, at the time of making the settle-
meni-,, able to pay all his/debts without the aid of the property -
comprised in the sefttlement , and that the interest of the settlor
in such property - pasSed to the trustee of such settlement on the

execition thereof,

Avoidance of preference in certain cases

4dye_{1) Every conveyance of {ransfer of property,
of charge thereon ﬁade, every paymént made, every obligation incurred,
and every judicial proeeeding taken, of suffered bj any person. -
unable to pay his debts as they become due from his owm money in
favour of any creditor, or of any persem in trust for any creditor,
with a view of giving suchicreditor, orl any surety or _guarantor
for the debt due to such creditor , a preference over the other
creditors , shall , if the person making , teking , paving or suffering

thezgdmeAis adjudged bankrupt on a bankruptcy petition presented
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\ithin six | months after the date of meking, taking , peying or

suffering the same , be deemed fraudulent and void as aginst the

trustee in the bankruptcy.
(2) This séction shall not affect the rights

of any person making title inygood faith and for valuable consideratien

throvgh or under a creditor of the bankrupt.

Protedtion of bona flde +transactions without notice

45 . / Subject Ro'the foregoing provisions of this
Act with respect to the effect of ‘bankruptcy on an execution or
attechment , and with respect £4 the avoidance of certain settlements,
assignments , and preferences , aothing in this Act shall invelidate,

in the case of 'a bankruptcy.

-(a) Any payment by the bankrupt to any of his
creditorsy;
(b) Any psyment of delivery to the bankrupt 3
(&)= friy| douveyarice”| Of) assignment | by the bénkruptcy
for valuable consideration ;
(d) Any contract , dealing , or transaction by

or with the bankrupt for valuable consideration ;

T As amended by s. 115 (3) and (6) of the Companies Act,

1974 , from " three months. n
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Provided that both the following conditions

are complied with, namely-

(1) ‘thet the payment , delivery , comveyance,
assighment , contract , dealing , or
transaction, as the case may be, taker
place before the date of the receiving
order 3 and

(ii) that the person ( other than the
debtor ) to , by ,or with whom the
payment , delivery , conveyance , &
essignment , contract , dealing , or
transaction , notice of any available
act—of batkiupbcy committed by the
bankrupt Lefcre that time.
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SECTION SIXTY - SEVEN

(United States Code, Title 11, Chap, 7, Section 107)

Section 67 d, (1) For the purposes of s and exclusively
applicable to , this subdivision d 3 (a) " Property " of a debtor
shall include only his nonexempt property 3 (b) " debt ¥ is any
legal liability whethermatured or ummatured , liquidated or unliqui.
dated , absolute g fixed . or! contingent ; (c) ereditor " is
a person in whose/favor a debt exists ; (d) = persons is " insol-
vent " when the present fair salsble value of his property is less
than the amount required to pay his debts ; and to determine whether
a partnership, is insolvent , there shall be added to the partner-
ship property the present fair sSalable value of the separate
property of each general partner in excess of the amount required
to pay his separate debts , and also the amount realizable on any
unpaid subscriplion to the partnership, of each limited partner ;
and (e) (Cofisideraticngiveén’|for (tHel property - or obligation of
a debtor i&/ " fair " (1) when , in good faith , in exchange and as
a fair' egquivadent thinefor," |property is transferred cf an antecedent
debt is satisfied , or (2) when such property or obligation is
received in good faith to secure a present advance or antecedent
dett in an amount not disproportionately small as compared with

the value of the property of obligetion obtained.
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(2) Every transfer mede and every obligation
incurred by a debtor within one year prior to the filing of a petition
(in bankruptey or of an original petition ) initiating a proceeding
under ( Chapter X, XI, XIL, or XILI of ) this Act by or against
him is fravdulent (a) as to creditors-existing at the time of
such transfer or obligaticn , if made on incurred witﬁout.fair
consideration by a“@ebtor aho is or will be thereby rendered
insolvent , without regard /to his actual intent 3 or (bj as to
then eéisting creditors and as to other persons who become creditors
during the comtinuance of a business or transaction , if made or
incurred without fair consideration by a debtor who is engaged or
is about to engage in such business or transaction , for which the
property remaining in his hands is an unreascnably small capital ,
without regard to his actual intent , oF {e) as to then existing
and future creditors , if made or incurred without fair consideration
by & debtor who intends to incur or believes that he will incur
debts beyond his ability to.pay las they.mature| jfor () as to then
existing, and. future creditors, if madeéwor incurrediwith actual
intent es ' distinguished from‘intent presumed.in Iaw [,/ to hinder ,

delay , or defraud eithér existing or future creditors.

(3) EBvery transfer made and every obligation‘

incurred by & debtor who is or will thereby be rendered insolvent,
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within four months prior to the filing of a petition ( in bankruptcy'.
or of an original petition ) initiating a proceeding under ( Chapter
X, XI , XII , or XII of ) this Act by or against him is fraudulent,
as to then existing and future creditors () : (a) if made or incurred
in contemplation of the filing of & pebitution initiating a proceeding
under this Act by er against the debbor or in contemplation of
liquidation of all onstheé greater portion of the debtor's property,
with intent to uSe the éonsideration (,) obtained for (the ) such
transfer or obligatien {,) to (effect a preference to a third person
voidable under section B0 of this Act.) enable any creditor of such
debtor to obtain a greater percentage of his debt than some other
creditor of the same class , and (b) if the trensferee or obligee

of such trensfer or obligation , at the time of such transfer or
obligation , knew or believed that the debtor intended to make such
use of such consideration, The remedies of the tfusteé for the
avoidance of. such transfer or obligation and of (such) any ensuing
preference 'shall be cumilative ': Provided , however , that the trustee

shall-be, entitled, to, only.one satisfaction with resrect thereto,

(4) Every transfer of partnership, property and
every partnership obligation incurred within one year prior to
the filing of a petition ( in bankruptey or of an original petition)
initiating a proceeding under ( chapter XI or XII of } this Act by

or against the partnership, when the partnership is insolvent or will
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be thereby rendered insolvent , is fraudulent as ito partnership
creditors existing at the time of such transfer or obligation,
without regard to actual intent if made or incured (a) to a partner,
whether with or without a promise hy him to pay partnership debis ,
or (b) to a persons not a partner without fair consideration to the
partnership as distinguished firom consideration to the individual

pertners.,

(5) /For the purposes of this subdivision d , a
transfer shell be decmed to havé been made at the time when it
became so far perfected that no bonafide purchaser from the debtor
(and no creditor) could thereafter have acquired any right in the
property so transferred superior to the rights of the transferee
therein , but ; 4f such transfer is not So perfected prior to the
filing of the petition ( in bankruptey or of the original petition )
initiating a proceeding under ( chapter XI or XII of ) this Act ,
it shall be deemed to have been made immediately before the filing

of such petition,

(6) A transfer madé or an obligation incurred
by & debtor adjudged a bankrupt under this Act , which is frudulent
under this subdivision 4 against creditors of such debtor having
claims provable under this Act , shall be null and vold against

the trustee , except as to a bonfide purchaser , lienor , or boligee
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for a present fair equivalent value Praﬁided ’ ho&ever s thit
the court may , on due notice , order such transfer of obligation
to be preserved for the benefits of the estate and , in such event,
the trustee shall succeed to and mey enforce the rights of such
tyansferee or obligee s  And provided further, That such purchaser,
lienor , or obligee 4 Who writhout actual fraudulent intent has given
a consideration less than fair , as defined in this subdivision 4,
for such transfery, lien ; or obligation , may retain the property ,

ljen , or obligatieon &s security = for repsyment.

(7) | Nothing contained in this subdivision 4 shall
be construed to validate & trensfer which is voidable under section

60 of this Act.

SECTION SIXTY
(United States Code , Title 11 , Cligp. 6 , Section. 96)

60 Preferred Greditors. a. (1) A Preference is a

trensfer , as defined) in this Act , ofany qf tHa property of a
debtor to or for the benefit of a creditor’for_or ont account of an
ante;edent debt, made or suffered by such debtor while insolvent
and within fOur months before the filing by or against him of the
petition initiating a proceeding under this Act , the effect of
which transfer will be to enable such crediter to obtain a greater

percentage of his debt than some other creditor of the same class.
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trustee may recover the property or , if it has been converted ,

its value from eny person who has received or comverted such property,
except a bona~fide purchaser from or lienor of the debtor'!s - |
transferee for a present fair eguwivalent value : Provided , however,
that where such purchaser or lienor.has given less than such value ,
he shall nevertheless-have a lien upon such property , but only

to the extent of the gonsiderstion actually given by him, Where

a preference by way of lien or éecurity title is voidable , the

court may on due notice order Steh lien or title to be preserved

for the benefit of the estate , 4n which event such lien or title
shall pass to the trustee, ' For the purpose of any recovery or
avoidance under this section , where plenary proceedings are necessary,
any State court which would have had jurisdiction if bankruptcy

had not intervened and any court of bankruplcy shall have concurrent ,

jurisdiction,

bs ‘Any such“preference may be
avoided by the trustee if the creditor receiving it or to be benefited
thereby " Or his agent acting with reference therete has , at the time
when the transfer is made , reasonable cause to believe that the
debtor is insolvent, Where the preference is voidable , the truétee
may‘recover the property or , if it has been converted , its

value from any person who has received or converted such property,
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except a bona-fide purchaser from or lienor of the debtor's transferee
for a present fair equivalent value : Provided , however, that

where such purchaser or lienor has given less than such value , he
shall nevertheless have a lien upéh-such property , but only to the
extent of the consideration_actuaily given by him, Where a preference
by way of lien or sedurity title is voidable , the court may on due
notice order such lién/or title to be preserved for the benefit

of the estate ,dn which event such lien or title shall pass to

the trustee, For the purpose of any recovery or avoidance under

this section , where plenary progeedings are necessary-, an& State
court which would have had jurisdietion if bankruptcy had not
intervened and. any court of bankruptcy shall have concurrent -
jurisdiction.
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