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1. INTRODUCTION 

The Honourable Minister responsible for Justice and Law presented the 

Insolvency Bill, 2021 to the National Assembly. In accordance with Standing 

Order No. 51(5), the Bill was referred to the Portfolio Committee on the Law 

and Public Safety Cluster for consideration. 

Following the referral of the Bill, the Committee invited the Ministry of Justice 

and Law to brief the Committee on the policy context, financial implications, 

contents and effects of the Bill. 

2. PRESENTATION BY THE MINISTRY OF JUSTICE AND LAW 

The Government of Lesotho is presently using the Insolvency Proclamation of 

1957; a law that the Insolvency Bill, 2021 intends to repeal. Once enacted, the 

Insolvency Bill, 2021 will modify and modernize and where applicable, simplify 

the insolvency process in Lesotho. It introduces new alternative procedures to 

liquidation that is provided for in the Proclamation of 1957. 

The Bill intends to establish an office of an Insolvency Regulator, and define its 

powers and its functions. This Office will administer insolvency practices in 

Lesotho and will also regulate the registration of the insolvency practitioners. 

The Regulator will work closely with Master of the High Court when dealing 

with liquidation of natural persons, and will also work with the Registrar of 

Companies on liquidation of companies. The Registrar of Companies and 

Master of the High Court will also be responsible for producing notices during 

the winding-up period. This will save time, costs and will also increase the 

recovery rate of the insolvent estates. 

For individuals who are under financial distress, this Bill introduces a pre-

liquidation process. This process gives creditors an opportunity to recover their 
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money without following the liquidation process. Where a natural person 

declares insolvency to his estate, a rehabilitation process is employed. The 

rehabilitation period is decreased from ten (10) to two (2) years for individuals 

declared insolvent for the first time. For other debtors who have been 

liquidated before and are presently convicted or had convictions prior to their 

insolvency, or any other fraudulent act, or reckless conduct of business, are 

considered to provide for five (5) years of rehabilitation. This will eliminate 

people’s fear to venture into business or for those who were insolvent, ease of 

return into business.  

The Bill further introduces business rescue proceedings to save businesses 

under financial distress from being salvaged. The Bill further intends to allow 

all stakeholders, being employees or trade unions, to be involved in the rescue 

process. They will have powers to participate in the decision making processes, 

except for oversight functions which will be carried out by the Registrar of 

Companies.  

A corporate rescue can be applied for when a company is financially distressed 

and there is a reasonable prospect of rescuing such a company. A corporate 

rescue practitioner, the management of the company and the creditors (except 

for natural persons) take part in a six months period or such longer time 

granted by the High Court, to draw up a rescue plan and implement it by 

supervising the company, managing its affairs, business as well as its property.  

It is only when the plan is rejected or the rescue practitioner terminates the 

plan that the company can be considered liquid.  During the liquidation 

process, contracts of employees are suspended as opposed to being 

terminated; this will help secure their employment. The Bill also proposes that 
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when creditors are paid off after liquidation, the employees be elevated to 

preferent creditors.  

The Bill introduces the concept of cross-border insolvency. This will 

accommodate conditions where insolvent estate debtors have assets or 

liabilities in more than one state; creditors are not from the state where the 

insolvency proceedings are taking place; or insolvency proceedings concerning 

the same debtor have commenced in more than one state. This type of 

insolvency will promote co-operation between the court and other authorities 

of Lesotho and those of foreign states, a greater legal certainty for trade and 

investment, protection of assets of debtors, assist in the facilitation to rescue 

financially challenged business, protect investment and preserve employment. 

Although it will cost the Government of Lesotho to establish the office of the 

Insolvency Regulator, there will also be revenue generated from costs of 

liquidation as well as fines attached to offences committed as per the 

provisions of this law. 

3. CONSIDERATION OF THE BILL CLAUSE BY CLAUSE 

1. Clauses 1-232 were approved. 

2. Schedule 1 to 3 were approved 

4. OBSERVATIONS  AND RECOMMENDATION OVER THE BILL 

The Committee applauds the initiative taken by both the Ministry of Justice 

and Law and the Ministry of Trade and Industry in producing the Insolvency 

Bill, 2021. The Bill will provide for the recovery for individuals or companies 

when they need rehabilitation or rescuing from insolvency, afford employees 

to save their employment and engage them as creditors during the rescuing 
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process, as well as establish business relations and grow investment in or 

outside Lesotho.  

The Committee therefore recommends that the Bill be passed by the House. 

5. CONCLUSION 

The Portfolio Committee on the Law and Public Safety Cluster submits this 

report to the House after a careful and thorough consideration and presents its 

findings and recommendation for adoption by the House. 

 

 

 

 

 

 


