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11 Bankruptcy 

11K245-K453 Administration of property 

11K314-K345 Property available for payment of debts 

11K332-K343 Property not divisible amongst creditors 

11K332-K335 Property held on trust 

11K332 General principles 

 

exceptions — where bankrupt trustee entitled to indemnity out of trust property 

How is a bankrupt trustee's right of indemnity to be treated? 

Held: 

(1) It is well settled that a bankrupt trustee's entitlement in equity to be indemnified out of trust property is 

property that belongs to the bankrupt. It is accordingly property that is divisible amongst creditors and vests 

in the trustee of the bankrupt's estate. 

(2) If the bankrupt has a valid beneficial interest in the trust property, the trust property itself will vest in the 

trustee in bankruptcy under the BANKRUPTCY ACT 1966 (CTH), S 58, subject to those equities to which it 

was subject in the hands of the bankrupt. 

(3) A “valid beneficial interest” for this purpose means a vested or contingent right or power to obtain some 

personal benefit from the trust property. This may arise either under the express terms of the trust, or inter 

alia, by reason of the bankrupt trustee's right to be indemnified out of the trust property for obligations 

incurred in the bankrupt's capacity as trustee. 

(4) The burden of proving the absence of such a beneficial interest is on the bankrupt. 
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