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ABBREVIATIONS

Detarled descnptions and explanations of terms and abbreviatrons relevant to this report are

Irsted below. These descnptrons and explanatrons however serve to clarify our report and are

not intended to be authoritative.

BOU Bank of Uganda

CBL Crane Bank Limrted

CSRA Confidentral Settlement and Release Agreement

DC Drrector Currency

DCB Drrector Commercral Bankrng

DDCB Deputy Drrector Commercial Bankrng

DG Deputy Governor

DIF Deposit Insurance Fund

DIS Deposit Insurance Scheme

DPF Deposlt Protectron Fund

EDF Executrve Drrector Frnance

EDS Executrve Drrector Supervision

FIA Financral Institutrons Act

FIS Financral Institutrons Statute

GBP Great Bntarn Pound

GOU Government of Uganda

GTBU Global Trust Bank (uganda) Limrted

ICB International Credit Bank

MoFPED Ministry of Frnance, Planning and Economic Development

NBC Nationa I Bank of Commerce

NRAC Nile River Acquisition Company

P&A Purchase of Assets and Assumption of Liabilities

PKF Pannell Kerr Forster

PwC PncewaterhouseCoopers

SPBO Senror Prrncipal Bankrng Officer

UGX Uganda Shillings

USD United States Dollar



EXECUTIVE SUMMARY

Background to the soecial audit

In a letter ref A8:70/288101 dated 28th November 2077, the Parhamentary Commrttee on

Commrssions, Statutory Authoritres and State Enterprrses (COSASE); requested the Audrtor

General to undertake a specral audit on the closure of commerctal banks by Bank of Uganda.

The committee specrfically requested the Audrtor General to provide assurance on; the status of

the banks at closure, cost of liquidation, status of assets and ltabrltttes of the aforementioned

banks from closure to date, non-performing assets, non-recoverable assets and Irqurdators.

Sectton 11 and 17 of the Frnancral Institutions Statute (FIS) 1993 and Financial Institutions Act

(FIA) 2004 respecttvely mandate the Central Bank to revoke a lrcence of a financral Instrtutron if

tt ts saLsfied that the financial institutron has ceased to carry on business, declared insolvent,

gone rnto liqurdatron, wound up, u ndercaprtalised or dissolved.

Section 95 (1) of the FIA requires that the Central Bank shall, withrn twelve months from the

date of taking oveT as a Recetver, constder and implement any or all of the following options

either singly or in combinatron;

. arrange a merger with another financial institutron

. arrange for the purchase of assets and assumption of all or some of the lrabilities by other

flnancral institutions;

. arrange to sell the financral rnstttution;

. liqutdate the assets of the financial tnstttution.

In pursurt of rts mandate. BOU has closed seven (7) banks since 1993 as detatled below.

Table Showing the financial institutions closed and reasons for closure
sln Bank Year of

closure/
Takeover

Reasons for
closure

Liquidation
agent and
period

Action taken Status to-
date

1 Teefe Bank 1993 Insolvency Lrqurdate the
assets of the
frnancral rnstrtutron

Closed

2 Internabonal
Credrt Bank

Lrnrted

lgth

September
1998

Poor lrqurdrty and
Insolvency

KPIYG

September
1999

September

to

Lrqurdate the
assets of the
flnancral rnstrtutton,

Closed and the
process of
wrndrng up ts

ongorng



2001 and

thereafter
handed over to
BOU

3 Greenland
Bank

1,t

1SS9

Apnl Insolvency and
vrolatlon of certarn
provrsrons oF FIS

Delortte and
Touche 2lth
Apfll 1999 to
October 2000
and thereafter
handed over to
BOU

Lrqurdate the
assets of the
financral rnstrtutron

Closed and the
process of
wrndrng up rs

ongorng

4 The

operatrve
Bank

Co- 19th May

1999

Conbnued poor
performance and
non-compIance
wth regulatory

caprtal adequacy
requrrements

KPMG Aprrl

2000 to August
2001 and

thereafter
handed over to
BOU

Lrqurdate the
assets of the
flnancral rnstrtutron

Closed and the
process of
wlndrng up rs

ongorng

5 Natronal bank
of commerce
(NBc)

27th

September
2012

lJndercaprtalrsatron BOU Arranged for the
purchase of assets

and assumptron of
all or some of the
lrabrlrtres by other
frnancral

tnstrtutrons,

Closed The
process of
wrndrng up was
halted by Couft
rnl u nctrve
order.

6 Global Trust
Bank

25tf' July
2014

Undercaprtalsatron
and Corporate

9OVernance
weaknesses

BOU Arranged for the
purchase of assets

and assumptron of
all or some of the
lrabrlrtres by other
flnancral
rnstrtutrons,

Closed and the
process of
wrndrng up rs

ongorng

7 Crane Bank

Umrted
2oth

October
2016

Under

caprtalrsatron

BOU Arranged for the
purchase of assets
and assumptron of
all or some of the
[abrlrtres by other
flnancral
rnstrtutrons;

Closed, BOU
had not
commenced the
process of
wrndrng up.

Source Supervson reports and statement of affarc Ftom BOU

Obiectives of the Audit

The marn objectrve of the audrt was to assess the status of the assets and liabilrties of the

closed fi nancial institutions.



Soecific Aud it Obiectives

To estabhsh whether proper tnventory of the assets and liabilities of the banks was

undertaken at closure rn Iine with Sectron B9(3) of the FIA 2004 and Sectron 32(3) of the

Frs 1993.

To establrsh whether the Lrqurdator appropriately managed the sale of the assets and

accounted for the funds resulttng from the sale and whether the Receiver appropnately

transferred assets and habilrties under the Purchase and Assumptton arrangement.

To establish whether all liabiltties at closure and all credrtor claims after closure were

properly ascertarned, recorded and settled tn line with FIA 2004 (Sectrons 102, 105 and

106) and FIS 1993 (Section 34(3)).

To ascertain whether the funds from DPF/DIS were properly used to settle rnsured deposrts

of closed banks rn line with Sechon 34(3) of FIS and Sectrons 105 and 108 of the FIA.

To ascertarn the total cost of liquidatron of the defunct banks.

To establish whether the Statutory Manager performed the functions tn ltne wlth Sectron

90(a) of the FIA 2004 and ascertatn the total cost incurred by BOU during the rntervention

period.

To carry out any other procedures that may be approprrate rn the crrcumstances.

Scope and Nature of the Audit

The audrt covered the statutory role of BOU rn closing the seven (7) financral instltutions wtth

major focus on management of assets and lrabrlrtres at closure to date. The audit also rnvolved

evaluating the process of wrnding up and ascertatnlng the current status.

Summarv of Kev Findinos

Records on Teefe Trust Bank

. I was not avatled wrth the Inventory repoft, loan schedules, customer deposit schedules and

statements of affatrs of Teefe Trust Bank to enable me to fulfil the specific audtt oblectives.

Due to thts limttatron, I could not assess the status of the assets and liabrlrtres of Teefe

Trust Bank from closure to date.



Transfer of assets and liabilities under the Purchase and Assumotion arrangement
. I observed that there were no documented gurdelines/reg ulatron or policies rn place for the

rdentiflcation of the purchasers of the 3 defunct banks (GTB, NBC and CBL) closed using the

purchase and assumption arrangement. There were also no gutdelines to determrne the

procedures to be adopted by the Central Bank rn the sale/transfer of assets and liabilitres of

the defunct banks to the rdentifled purchaser. In the absence of gurdelrnes, I could not

establish the basis used to select the purchaser and determinrng the values of assets and

lrabrlrties transferred by BOU to the purchaser.

I noted that BOU did not carry out a reqursrte valuatron of assets and liabilities of the three

defunct banks (GTB. NBC and CBL) resolved usrng the purchase and assumptron

arrangement at the trme of srgning the P&A. In absence of the valuatton and or documented

evaluatron of alternatlves and assumptrons used, I could not establrsh how the terms for the

transfer of assets and liabilitres in the P&A were determined.

Management of assets of the defunct banks

. Asset movement schedules

Asset movement schedules for Greenland bank, ICB and Cooperative Bank indicating detalls

of assets at closure, assets sold, selling price, period sale, unsold assets. performrng and

non-performtng loans from time of closure to the year 2001 when the liquidatlon role was

outsourced were avarled. However, for the penod starting 2002 when the ltquidation role

was drrectly performed by BOU, no asset movement schedules were avarled. Therefore I

could not adequately verify the movement of assets of the 3 banks from UGX,117.6bn at

closure to UGX.19.7bn as at 30th June 2016.

Sale of assets at a discount

BOU sold assets worth UGX.164bn of five defunct banks (ICB, Greenland, Cooperatrve, GTB

and NBC) however, rt was noted that the assets were sold at a drscount of 80o/o ytelding

UGX.32bn as rndrcated rn the table below. In the case of ICB, Greenland Bank and

Cooperatrve Banlt the total loan portfolto sold of UGX.135bn included Secured loans of

UGX.34.5bn whrch had valrd, legal or equitable mortgage on the real property and were

suppofted wtth legal documentatron but were sold to Nrle River Acquisttton Company at a

93%o dtscount.

v t



Fufther, rt was noted that there was a delay in drsposrng the assets as the assets were sold

rn 2007 despite the banks closing in 1998 and 1999.

Negotiatton mtnutes detailing the evaluation of alternatrves and assumptions for the sale of

GTB and NBC assets were not provrded and as such I could not determtne the basis for

transferrrng assets at a drscount.

Table showing assets sold at a discount for 5 defunct banks

Source GTB P&A, NBC P&A and ageement sqned between BOIJ and NRAC from BOU

Recoverv of non-performino loans of CBL

Accordtng to the Purchase and Assumption agreement srgned between BOU and DFCU,

clause 1.1.1(ix) provides that all loans and advances of CBL were transferred to DFCU

except the rnsrder loans referred to rn schedule 2 of the P&A. At the time of P&A the non-

performing loans (bad book) was UGX.570.38bn out of the gross loans of UGX.1,159bn.

Thrs bad book was transferred to DFCU to provrde a resource for repayment of the assumed

Irabrlrty of UGX.200bn and bridge the shareholder's deficrt of UGX.439.7 lbn at the date of

takeover. I could not estabhsh how the constderatton of UGX.200bn was derrved from the

bad book of UGX.570.38bn. DFCU has so far paid UGX.98.3bn of the UGX.200bn liability.

Further, I was not provided with the schedule of loans and the correspondrng collateral

transferred to DFCU. As such I was unable to establish the values and categories of loans

transferred (performing loans, non-peforming loans and fully provistoned/written off loans

(bad book)),

Recoverv of non-oeforming loans ofGTB and NBC

According to the Purchase and Assumption agreements signed between BOU and the

purchasers (CBL and DFCU) to take over the assets and assume liabrlrties of the rnsolvent

banks (NBC and GTB), the Purchasers were required to manage the Assets rn Escrow (non-
tx

BANK Assets BOOK VALUE SALE PROCEEDS DISCOUNT
OFFERED

ICB, Greenland and

Cooperatrve Bank

Loans 135,054,430,888 8,898,736,349 93%

GTBU Loans and

overdrafts
28,287,640,820 22,630,772,6s6 200k

NBC Secured
performrng loans

297,777,47r 208,439,988 300k

La nd 400,000,000 300,000,000 25o/o

Total 164,039,843,119 32,037,244,993 80o/o



performrng and performrng loans that remained with the insolvent bank) on behalf of BOU

for purposes of debt collection. Any proceeds realrzed from the Assets rn Escrow were to be

shared between the Purchaser and BOU at agreed ratros. I noted that at the trme of wrrting

this repoft. UGX.4.442bn had been recovered from Assets in Escrow leavrng a balance of

UGX.10.017bn as shown rn the table below;

Table showin recoveries on NBC and GTB Assets in Escrow

Saurce NBC purchase and assumptton agreement fiom BOU

Funds due from foreion banks

A sum of UGX.3,467,753,7 32 due from Cooperative and GTB foreign banks at closure was

recovered by BOU and deposited on therr respectrve loan recovery and collectron accounts.

Srmrlarly, a sum of UGX.2,616,462,000 out of UGX.6,596.695,000 due from the six (6)

Greenland bank foreign accounts as at 30th lune 2016 was recovered as full and final

settlement following the conclusron of a court case filed rn London.

However, UGX.464,571,000 on srx(6) NBC forergn accounts had not been recovered by BOU

because the liqurdation process was halted by a court order. In additron, UGX.44.672,000

due from eight(8) ICB foreign accounts as at 30th June 2016 had also not been recovered.

Greenland Bank equiw investment

Greenland Bank equity investment ln African Expot-Import Bank (Egypt) worth USD.45,000

had accumulated drvidends of USD.22,410 as at 30th November 2015, however, the

liqurdator (BOU) had not sold off the shares and therefore the funds have not been

recovered.

Manaqement of liabilities of the defunct banks

Outstandinq liabilities of the defunct banks

It was noted that liabilitres amountrng to UGX.503.76bn were strll outstanding as at the trme

of wrrtrng thrs report from a total lrabrlrty of UGX.1,617bn held at closure as detarled rn the

table below. The process of settling liabilities for ICB, Cooperative Bank and Greenland Bank

x

Details Bank Commission
to the
purchaser

Amount Expected
recovery

Recoveries

Performrng Loans and
Non-Performrnq Loans

NBC 65% 1,514,485,401 s30,069,890 349,s73,866

Non-Derformrns loans GTB 35o/o 21.430.201.39s 13.929.630.906 4.093.052.663
Total 22,944,646,796 L4,459,700,796 4,442,626,529



has taken over 17 years and this has affected the windrng up process of these banks

desprte the three (3) banks rn Recervership holdrng cash balances of UGX.19.5bn on their

recovery accounts as at 30th June 2016.

The process of settling GTB creditors' claims was still ongoing pending full veriflcatron on

account of mrssrng supportrng documentary evrdence. Settlement of NBC credrtor clarms had

not commenced as a result of the Court order that halted the windrng up process.

CBL outstandlng liabilitres are funds that were rnlected by BOU durrng statutory

management and accordrng to BOU these wrll be recovered from DFCU bank and BOU

clarms agarnst CBL shareholders.

Table showi liabilities as at closure and at the last date of the statement of affairs

Source. Statements of affars from BOU
* BOU nlected funds amountng to UGX 478,830.609,910 less amount settled by DFCU

Settlement of customer claims

The deposrtors worth UGX.101.073bn of Cooperatrve bank, ICB and Greenland bank were

verifled and paid rn full as pledged by government. The funds used to pay depositors were

obtained from four (4) sources namely; GOU, DPF, BOU and insolvent bank-Cooperatrve

(bank assets were used to pay rts own customers) as per the table below.

Desprte Government rntervenrng wrth a contribution of UGX.91.221bn rn July 2001 to settle

both rnsured and uninsured depostts of the three (3) closed banks, there was no

Memorandum of Understandrng to enable me assess the terms of lending to BOU and how

the funds would be repard.

Bank Amount at
Closure/ intervention

Amount outstanding as at the last
date of the statement of affairs

ICB 40,219,554,000 18,434,839,000
Cooperative 65,208,335,334 16,484,366,000
Greenland 702,728,907,725 112,138,192.000
GTBU 75.541.020.000 2,051,862,000
NBC 11,514,765,000 1,943,650,000
CBL 1,322,655,920.000 3s7,709,\93,735*
TOTAL L,6L7,364,50,-,459 503,762,102,735

XI



Table showing source of funds used to settle the depositors

Source MOFPED communcahon refundng of payments made to account holders of closed banki nemo reference
ACC 414 J dated 6th Match 2017 anLl BOU memo ref EDS122 68 ftom BOU

'Tl)e schedule to suppott the balanctng figue of UGX 38.836 was not avaled

Following the verrfication by BOU, customer depostts totalling UGX.101.073bn were verified

but UGX.104.532bn was paid resulting tnto a vanance of UGX.3.461bn. At the trme of

wnting thls repot, thrs vanance had not been reconcrled.

Refund of contributions made towards settlinq customer claims

A sum of UGX.96.431bn was contrlbuted by DPF, GOU and BOU towards settling the Insured

and uninsured depositors of Cooperatrve bank, ICB and Greenland bank (See table below)

and was to be refunded followrng the sale of assets of the closed banks. However, only

UGX.28,055bn was refunded by the liquidator (BOU) leaving a balance of UGX.68.376bn.

Government is unlrkely to recover the outstandrng balance since only UGX.19.7bn has been

set aside to clear the outstandrng clarm pendrng concluston of the lrquidation exercise,

Table showing refund of amount contributed to settle customer deposits

Source Conlimabon of balances af defunct banks ref ACC 414 J dated march 201 7 from BOU

BOU antervention costs to support the closed banks before closure

Prior to closure, BOU tnjected a sum of UGX.504.507bn into three closed banks (Greenland.

ICB and CBL) to avert a run on the banks. As at the trme of wrrting this report, a sum of

UGX.374.64bn was outstandrng and due to BOU as indrcated in the table below. The

outstandrng balance relattng to Greenland Bank and ICB is unrecoverable accordrng to BOU.

According to BOU management, the balance of the funds rn;ected rnto CBL will be recovered

from DFCU Bank and BOU clarms against CBL shareholders.

Bank GoU (bn) DPF (hn) BoU (bn) Cooperative
(bn)

Total
contribution to
deDositors (bn)

Cooperatrve 49,726,648,621, 1,o73,237,645 7 ,137 ,399 ,703 4,Lot,734,669 s9A39,O14,638
ICB 3,257,282,3s8 279,745,429 450,000,000 0 3.987,O28,187
Greenland + 38,837,069,021 7 ,799 ,792,5Lt 47 t,734,636 0 2,27 1,527 ,L47
Total 91,221,00O,000 3,L52,769,9A5 2,O59,134,339 atLoLt734.669 1o4,534,634,993

Bank Amount contributed
(bn)

Amount refunded
(bn)

Outstanding
balance (bn)

DPF 3.151 3.151 0

GOU 91.221 22.44s 68.376
BOU 2.O59 2.O59 o

96,431 28.Oss 64376

xI



Table showing intervention costs by BOU

Source Statements of dffatrs af Greenland and ICB, BOU-CBL fundtog accounts and BOU-DrcU Lmtted recetvable aciounts
statement from BOU

Liquidation costs of the defunct banks

. A bank in Receivershrp ts requrred to pay all expenses of liqurdatron and a lrquidator rs

required to maintarn proper financial records, maxrmize collections and mlnrmrze liqurdation

costs in the liqurdation process as provided by Sections 105 and 106 of the FIA 2004. I

noted a sum of UGX.18.774bn was rncurred by the Lrqurdator (BOU) as liquidation costs as

indicated rn the table below. Liquidatton costs tncurred on NBC and CBL could not be

ascertained srnce BOU had not commenced the process of liqutdatton.

Table showin uidation costs of the defunct banks

Source' Statements of affatrs of ICB, Cooperahve, Grcenland and GTBU aod contracts, tnvooes, recepts and detaled
statement of ac@unt of CBL from BOU

It was further observed that BOU drd not marntain full ledgers rn relation to hqurdation costs

of ICB, Cooperatrve bank and Greenland bank. Therefore, I could not conflrm the total

liquidation costs for these three (3) banks.

Statutorv manaoement of CBL

. Plan to revive CBL

CBL was placed under statutory management from 20th October 2016 to 20th January 2017.

Dunng this perrod. the Statutory li4anager drd not prepare a plan detatltng efForts to return

the bank into complrance with prudential standards desprte BOU rn;ecting UGX.478.8bn to

support the operatrons of CBL. In absence of any documented assessment to revive the

s/n Banks Amount
(ucx) bn

injected Amount recovered
(UGx) bn

Amount
outstanding (UGx)
bn

1 Greenland 24.053 3.477 20.576
Z ICB 7.624 0.269 1.3 55
3 CBL 478.830 t26.t7r 352.709

Total 504.507 129.467 374,64

Bank Total liquidation cost
ICB 2,725,178,759
COOPERAT]VE 7,076,115,000
GREENLAND 8,219,188,000
GTBU 754,346,000
NBC 0
CBL 0
TOTAL L4,774,827,759

x



bank, I could not provide assurance as to whether Sections 89(5) and 90(a)(c) of the FIA

2004 was complred with.

Preoaration of CBL financial statements

The Statutory Manager prepared CBL annual report and financral statements for the year

ended 31't December 2016 but these were neither srgned by BOU nor the Audrtors.

Furthermore, the Statutory lvlanager did not provide financial statements for the perrod ls
lanuary 2017 to 25th January 2017 (P&A completion date). I was therefore unable to

ascetain the financial performance of CBL during statutory management and tts financtal

posrtron as at 25th January 2017. As such, I was also unable to establtsh the details and

values of assets and lrabrlrties transferred to DFCU.

John F.S. Muwanga

AUDITOR GENERAL

KAMPALA

27th August, 2018

xrv



DETAILED REPORT OF THE AUDIT ON THE RESOLUTION OF DEFUNCT BANKS BY

1.0

1.1

BANK OF UGANDA

INTRODUCTION

Backqround to the Special Audit

In a letter ref AB:701288101 dated 28th November 2017, the Parliamentary

Commrttee on Commrssrons, Statutory Authofltres and State Enterpnses (COSASE);

requested the Audrtor General to undertake a specral audrt on the closure of

commercral banks by Bank of Uganda.

The commrttee specrfically requested the Audrtor General to provrde assurance on;

the status of the banks at closure, cost of hqurdation, assets and habrlrtres of the

aforementroned banks at closure and current status, non-performrng assets/ non-

recoverable assets and lqurdators.

Sectron 11 and 17 of the Frnancral Instrtutrons Statute (FIS) 1993 and Frnancral

Institutrons Act (FIA) 2004 respectrvely mandate the Central Bank to revoke a lrcence

of a financral Instrtution if rt rs satrsfled that the flnancial rnstrtutron has ceased to

carry on busrness, declared rnsolvent, gone rnto hqurdatron, wound up,

undercaprtalrsatton and drssolved.

Sectron 95 (1) of the FIA requrres that the Central Bank shall, wrthrn tvvelve months

from the date of taking oveT as a Tecerver, consrder and rmplement any or all of the

followrng optrons erther srngly or rn combrnatron;

. arrange a merger wrth another Rnanclal rnstitutron

. arrange for the purchase of assets and assumptron of all or some of the liabrltties

by other flnancral rnstrtutons;

. arrange to sell the flnancial instrtution;

. Lrqurdate the assets of the flnancral rnstrtution.

In pursurt of rts mandate, BOU has closed seven (7) banks slnce 1993 as detatled

below.

1



s/n Bank Yea r of
closure/
Ta keover

Reasons for
closure

Liquidation
agent and
Period

Action taken

I Teefe Bank 1993 Insolvency Lrqurdate the
assets of the
frnanctal

rnstrtutron

Closed

2 Internatronal

Credtt Bank

Lrmrted

18,h

September
1998

Poor lrqurdrty and

Insolvency
KPI'1G

September 1999

lo September
2001 and

thereafter
handed over to
BOU

Lrqurdate the
assets of the
frnancral

rnshtutron

3 Greenland

Bank

1st

1999

Apnl Insolvency and
vrolatron oF certarn
provrsron of FIS

Delortte and

Touche 27th Aprrl

1999 to October
2000 and

thereafter
handed over to
BOU

Lrqurdate the
assets of the
frnancral

tnstrtutron

4 The Co

operatrve
Bank

19th [4ay

1999

Contrnued poor
performance and

non-complance
wrth regulatory
caprtal adequacy
requrrements

KPF4G Apnl 2000
to August 2001

and thereaFter
handed over to
BOU

Lrqurdate the
assets of the
frnancral

rnstrtutron

Closed and the
process of
wrndrng up rs

ongorng

Natronal bank
of commerce
(NBC)

September
2012

Undercaprtahsatron BOU Arranged for
the purchase

of assets and
assumphon of
all or some of
the labrlrtres
by other
Frnancral

rnstrtutrons,
6 Global Trust

Bank
25th

2014
July Undercaprtaltsatton

and Corporate

9OVernance
weaknesses

BOU Arranged for
the purchase

of assets and

assumptron of
all or some of
the habtlrttes

by other
frnancral

rnshtutrons;
I Crane Bank

Lrmtted

20u,

October
2016

Under-
caprtahsatron

BOI.J Arranged for
the purchase

of assets and

assumptron of
all or some of
the lrabrlrttes

by other
frnancral

rnstrtutrons,

Table 1: Showing the financial institutions closed and reasons for closure
Status to-
date

Closed and the
process oF

wrndrng up rs

ongorng,

Closed and the
process of
wrndrng up ts

ongorng

Closed, The
process of
wrndrng up
was halted by
Court
tnJUnctrve
order

Closed and the
process or
wrndrng up ts

on9orng,

Closed, BOU
has not
commenced
the process oF

wrndrng up

Saurce supervBDn reports and statement of affats From BOLJ

2



t-2

1.3

L,4

1.5

Obiectives of the Audit

The main ob]ectrve of the audit was to assess the status of the assets and habrlrtres

of the closed banks.

Specific Audit Obiectives

. To establish whether proper tnventory of the assets and ltabtltttes of the banks

was undertaken at closure rn ltne wtth Sectron 89(3) of the FIA 2004 and Sectton

32(3) of the FIS 1993.

. To establrsh whether the liqurdator appropnately managed the sale of the assets

and accounted for the funds resultrng from the sale and whether the Recetver

appropflately transferred assets and habrlrties under the Purchase & Assumption

arrangement.

. To establish whether all liabrlrtres at closure and all creditor clarms after closure

were properly ascertarned, recorded and settled tn line wtth FIA 2004 (Sections

102, 10s and 106) and FIS 1993 (Sectron 34(3)).

. To ascertain whether the funds from DPF/DIS were properly used to settle tnsured

deposits of closed banks rn line wrth Sectron 34(3) of FIS and Sections 105 and

108 of the FIA.

. To ascertarn the total cost of lrqurdatron of the defunct banks.

. To estabhsh whether the Statutory Manager performed hts functrons rn hne wrth

Section 90(4) of the FIA 2004 and asceftatn the total cost tncurred by BOU dunng

the rnterventton penod.

. To carry out any other procedures that may be appropnate rn the ctrcumstances.

Scope and Nature of the Audit

The audrt covered the statutory role of BOU rn closrng the seven (7) financlal

rnstrtutrons with malor focus on management of assets and labrlrties from closure to

date. The audit also involved evaluatrng the process of windtng up and to ascertatn

the current status.

Methodolooy

I conducted thrs specral audtt tn accordance wtth the Office of the Audttor General

Forensrc Investrgatrons and Spectal Audtt Gutde/ 2014. During the audrt, I desrgned

and performed procedures that I constdered appropflate under the ctrcumstances to

enable me gather evtdence to support my findtngs and draw reasonable conclusrons



1.6

1,7

1.8

where necessary. My audit followed lawful evidence gathenng technlques and

procedures rncludrng, but not hmrted to the following;

a. Document Review:

Documents relatrng to the banks resolutton process were revrewed to asceftatn

the status of the banks durrng closure and after the closure. The schedule of the

documents reviewed rs indicated rn schedule A.

b. Interviews:
I conducted a number of intervrews wrth BOU staff that were involved tn the

resolutron of the Defunct Banks as tndtcated in Schedule B. The tnterviews

were held for purposes of garnrng more understandtng and knowledge on the

specific operations and processes undertaken by BOU tn the executton of the tts

statutory mandate on closure of financral rnstrtutrons.

Limitations and Subseouent Events

I have attempted to rnclude all information relevant to the closure of the defunct

banks. However, rt rs possrble that documents and tnformatton extst which were not

made available to me, or which I was unable to locate. Any documents or

rnformatron brought to my attentton subsequent to the date of thts repot whtch

would affect the flndrngs lrsted rn the report, may requtre my flndings to be ad;usted

and qualifl ed accordrngly.

Restriction on Distribution of the Reoort

Thrs report was prepared solely for the purposes of repofting my findings to the

Parhament of the Repubhc of Uganda, Therefore, its contents should not be utrlrzed

for any other purpose without my prior written consent. No part shall be quoted,

referred to or drsclosed tn whole or tn part, by any thtrd party without my pnor

consent.

Leqal Advice

Although my report may contarn references to relevant laws and legtslatton, I do not

provrde legal oprnron on the complrance wrth such laws and my frndrngs tn thts report

are not to be construed as provrding legal advrce, My reference to the relevant laws

rs rntended solely to facrhtate the determrnation of applrcable facts which may be

relevant to the rnterpretation and/or apphcation of such laws. Should such

4



A

B

interpretatron requrre legal advice, I recommend that tndependent legal advrce is

obtarned.

2.0 DETAILED FINDINGS OF THE SPECIAL AUDIT

The findings in this report are arranged in 3 sections.

The first section of this report highlights issues raised on Teefe Trust Bank

as guided by the 1969 Banking Act where BOU took over as a Receiver and

liquidated the assets of this financial institution.

The second section of this report highlights issues raised on Banks closed

as guided by the FIS 1993 where BOU took over as a Receiver and

liquidated the assets of these financial institutions. These include

Greenland Bank, Cooperative Bank and International Credit Bank.

The third section of this report highlights issues raised on Banks closed as

guided by the FIA 2004 where BOU arranged for the Purchase of assets

and Assumption of all or some of the liabilities by other financial

institutions. These include Global Trust Banlg National Bank of Commerce

and Crane Bank,

Section A

The first section of this report highlights issues raised on Teefe Trust Bank

as guided by the 1969 Banking Act where BOU took over as a Receiver and

liquidated the assets of this financial institution.

2,1 Availabilitv of records on Teefe Trust Bank

On 30tr'January 2018 and 1Oth Apnl 2018, I requested for documentatton relating to

all closed banksl specrfically the Inventory report, loan schedules, customer depostt

schedules, statement of affairs and any reports supporttng assets and ltabtltties taken

over by BOU. However I was not availed wlth sufficient documentatton relattng to

Teefe Trust Bank to enable me fulfil the spectfic audit objecttves.

BOU management explatned that tt wtll conttnue to search in the archtves to get all

the informatron,

c

-LetteraddressedtotheDrector 
Corndrerc a BrnIrntreq!esrnEforaudrtrnformatronbyOAGdrred]0'htJnuJ,v2018
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Because of thrs lrmrtatron, I could not assess the status of the assets and lrabrlrties of

Teefe Trust Bank from closure to date.

Section B

The second section of this report highlights issues raised on Banks closed

as guided by the FIS 1993 where BOU took over as a Receiver and

liquidated the assets of these financial institutions. These include

Greenland Banlg Cooperative Bank and International Credit Bank.

2.2 Preparation of kev documentation necessarv for the windino up of the

defunct banks

BOU l4anagement rs responsrble for the preparatron of the Inventory reports,

Statement of affarrs and lqurdatron repots of the hqurdated bank rn accordance with

FIS 1993 and FIA 2004. BOU l\4anagement rs also responsrble for marntainrng proper

accounting records that drsclose wrth reasonable assurance the state of affarrs of the

closed bank and safeguarding the bank's assets.

BOU provrded all the Inventory repots (except that of ICB), Statements of affarrs (as

determrne by BOU) and hqurdatron reports of the lrquidated banks.

The findings below are based on the review of the statements of affairs,

the Inventory reports, liquidation reports provided by BOU together with

other documentation provided.

2.3 Manaoement of assets bv BOU after closure

Sectron 33(5) (d) of the Frnancial Instrtutrons Statute 1993 provldes that on wrndrng

up the affalrs of the rnsolvent financral rnstrtutron, BOU should elrmrnate the rnterests

of shareholders and may purchase, sell or transfer assets rn order to recover the

maximum amount on a pro rata drstributron to depositors and credrtors of an

rnsolvent fi nancral rnstitutron.

The Statements of afFarrs for the three(3) banks show that at closure the banks had

assets worth UGX.L77,697,652,159 comprrsing of cash, loans, property and

equrpment, equity rnvestment, amounts due from related partres and balances due

from other banks. Accordrng to BOU management, some of the assets were sold and

the proceeds used to settle habrlrtres. As at 30th June 2016, the asset posrtion had

6



reduced to UGX,19,729,181,000 marnly representing cash held on the recovery

account as detarled in the table 2a and 2b below.

Table 2ar Showing total assets from closure to 30th June 2016

79,729,IALOOO
Source; Statements of alfats from BOU

Note The /oans assets ncluded the total assets at closure are rccotded at net of doubtful dcbt n table 2b belotr

Table 2b: Showing loan assets at closure
BANK GROSS AMOUNT PROVISIONS FOR

DOUBTFUL DEBT
NET AMOUNT included
in total assets at closure
(table 2a)

Greenland 54 777 197 426
37 ,6t4 ,751 .196

36 .779 .329 .023 17,991,868,403
Cooperatrve 11.346.883.119 26.267.268.077
ICB 14,061,924,000 14.061.924.000
TOTAT 1 7 7 622 48,126,2121 L42 5 32 60 o

Source Inventory report and statements of affars from BOU

The three (3) closed banks had Gross loans amountrng to UGX.106,447,772,622 al

the trme of bank closure. In November 2007, Loans wrth a book value of

UGX.135,054,430,888 (with accumulated rnterest) were sold to Nrle Rrver Acqursrtron

Company (NRAC) as indrcated in the table below;

Table 3: Showing total loans assets from closure to 30th lune 2016
Loans and overdraft
as per the financial
and investigation
reports

Net book value of
Loans sold to NRAC
as at 56 November
2007

54,77t,191,426 66,451 ,561 ,57 6

LO6,447,272,622 135,0s4,430,888
Source Statements of affars from BOU

I revrewed the Inventory repots, Statements of affalrs, recovery accounts

statements, sale agreements and the relevant sections of the FIS/FIA to establtsh

whether the Liqurdator appropriately managed the sale of the assets and accounted

for the funds resultrng from the sale.

_ 
lCB repo.ts and frnancral statement by ldsper SernuAssocatesforthepenodended3l'December?001(fgureexcludesprov6ronstpB

24

' Cooper.trve ba nk ina l report by KPMG dated 24Lh August l0O1{frgure exc!udes proviirons) pg 5

' rrnancrrl statement' audrt rn.l rnve5trtdtron ol Greenland bank .s at 31'' March 1999 by Delotte and Iouche lngu,e erc lde! r,,ovr5ron5)
pg 19

7

Bank Date of closure

1Bs September 1998

Assets at closure

78 ,447 ,9Zt ,000

Assets as at 30th
lune 2016

92,069,000ICB
Cooperative 19s May 1999 60,933,131,038 s,33s,853,000
Greenland 1i Apnl 1999 38,310,600,121 14,301,249,000
Tota I L17,691,652,t59

Bank Reports

ICB ICB repofts and frnanctal

statement for the perrod ended
31st December 2001

14,061,924,000? 21 ,116 ,137 ,6tO

Cooperative CooperatNe bank frnal report
dated 24th August 2001

37,614,151,196r 47,486,731,102

Greenland Frnancral statements audtt and
rnYestqatron of Greenland
bank as at 31't l4arch 1999

Total



The followrng matters were observed;

2.3.1 Asset movement schedules/ ledoers

Sectron 33(5)(a) of FIS 1993 provtdes that where the Central Bank decrdes to

hquidate a flnancral rnstrtutron, rt shall realtse the assets of the insolvent financral

rnstrtutron. In dorng so, the Ltqutdator ts requtred to keep proper financral ledgers

and flnancial recoTds rn whrch shall be recorded all flnancral transactrons relating to

the lrqurdatron.

Perrod when the liouida tron role was outsourced

BOU appornted agents as Receivers to liqutdate the assets of the closed banks and

were required to prepare and submtt proper financral ledgers and records to factlitate

the wrndrng up process.

In letters dated 30tr'January 2018, 20tn February 2018 and 10th April 2018, I

requested for the Iqurdatron records and reports to enable me assess the movement

rn assets from closure to date. The records show that for the perrod when ltqutdation

process was berng managed by appornted agents of the Lrquidato(BOU), the agents

regularly submrtted ltquidatton reports tncluding detatled asset movement schedules

to the Central Bank as rndrcated rn the table below;

Table 4: Showing liquidation agents and the period when they prepared
reports
s/N Ba nk Year

closure/
Takeover

of Liquidation
agent

Reports submitted

1 ICB 1Bs September
1998

KPMG

Delortte
Touche

and

ICB rn hqurdatlon final report dated
3Oth September 2001

2 Greenland 1't Apnl 1999

19tr' tYay 1999

Greenland bank ltd rn

recevershrp/lrqurdatron

- BOU lqurdators reporl 1 dated
19s tuty 1999

- Progress report II datedl2th
August 1999

- Progress report III dated 1sth

November 1999

Greenland bank ltd rn hqurdatron

frnal hand over report dated lvlay

2001

3 Co-operatrve KPMG Cooperatrve bank rn hqurdatron frnal

report dated 24tr'Auqust 2001
Source statements of affaB



Perrod when the Central Bank was a hqurdator

The period starting 2002 when the hqurdation roie was performed drrectly by BOU,

no detarled asset movement schedule/ledgers rndrcatlng assets at closure. assets

sold, selhng prrce, perrod of sale, assets not sold, performrng and non-performtng

loans were provrded to support asset movements tn the statements of affalrs for the

three (3) closed banks.

For rnstance, although the statements of affairs as at 30th lune 2016s rndrcated that

all the physrcal assets and customer loans had been sold, BOU records indtcated that

the lrqurdator drd not sell some of the assets (3 land htles) previously owned by Co-

operatrve bank as shown rn the table below. Accordrng to BOU. the trtles are strll rn

custody of the Central Bank.

Table 5: Showing unsold Co-operative bank assets
Registered
Proprietor

Folio Block Plot No Location

Cooperatrve

Bank
2047 16 Ivlasrndr Port Rd.

Masrndr

Cooperatrve

Bank
241 1a-7 Mutungo

Cooperatrve

Ba nk
240 Mutungo

So u i ce' BOU coff esponden ce

Because of the rncomplete asset movement schedules, I was not able to venh/ the

movement of assets from UGX.117,697,652,159 at closure to UGX.19,729,181,000 as

stated rn the Statement of affarrs as at 30th June 2015.

BOU management explarned that it undertakes to provtde the full lrst of all the

Tecovefles made agarnst loans for the three(3) closed banks. They further tndtcated

that the three(3)trtle deeds for the Cooperatrve Bank Ltd listed rn table above were

not sold because of ownershrp drsputes between the bank and a sttttng tenant on a

leased property rn lYastndl and because the two(2) plots tn Kampala were Just roads

connectrng other plots that were subdrvided from a larger prece of land.

volume

130

5 
Starenrents ol rtfa 15 ol ICB (ps 9) Greenland lpE6) and Cooperat ve Bank (pg5)
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2.3.2 Sale of Cu mer loans

Sectron 33(5) (d) of the Financral Instituttons Statute 1993, requrres the hqutdator to

sell or transter assets tn order to recover the maximum amount so as to settle clatms

of an rnsolvent financtal tnstttutton,

Delav to sale loan assets

BOU sold malonty of loans for the three(3) banks rn 2007 despite the banks closrng

rn 1998 and 1999. Detarls of loans that were sold pnor to 2007 were not provrded

for veflficatron.

BOU management explarned that the tnittal Tecourse of a Ltqutdator ts to try and

recover the loans and a substanttal part of the portFolto was recovered, It was only

after these efForts had been exhausted that the lrquldator made a dectston to sell the

loans however a number of challenges rncludrng protracted legal suits and

encumbered collateral deratled BOU from sellrng off customer loans expedtttously.

Sale of loan assets at a drscount

In 2006, BOU desrgned a strategy to exrt the hqurdation of the three (3) closed

banks whrch rnvolved; assessment/ evaluatron, packagrng and bulk selling of the

remarnrng assets of the closed banks so that the proceeds can be drstributed among

credrtors. Subsequently, BOU carrred out a compettttve pTocurement process

rncluding public advertrsement, evaluatron of brdders and selection of a suitable flrm

to implement the strategy.

Accordrng to a letter ref. EDS.122.6A6, M/S J.N. Krrkland & Assoctates was contracted

by BOU on 17th January 2007 to rmplement an extt strategy for closed banks'

lrqurdatron, The assrgnments commenced on January 29,2007 and were expected to

be accomphshed wrthrn 16 weeks, endrng l'4ay 2007.

Accordrng to a letter ref.EDS.8.654 dated 24th May 70077, JN Kirkland & Associates

evaluated the remarnrng assets of the closed banks and rdentrfied a suttable firm, M/s

Octavran Advrsors, LP whrch expressed tnterest to purchase these assets at

USD.10.0m from BOU Followrng further negotratrons wrth BOU, N4/s Octavian

Advrsors, LP regrstered Nrle Rrver Acqursrtron Company in order to transact wtth BOU.

' BOU lett€r ref ED5 122 5A dated 25'h \epren,ber 2007
BOL letter r€t tDs B 6\A o.rFd ..,4 

_ 
May , u0/
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In December 2007, BOU srgned an agreement wrth Ntle Rtver Acqutsttton Company

(NRAC)8 to sell the debt portfolto of Greenland Bank, ICB and Cooperatrve bank at

USD.5,25m (UGX.8.898,736,349). The debt poftfolto comprrsed of Secured, Poorly

secured, Unsecured and Unknown loans amountinq to UGX.135,054,430,888e. The

detarls of the loan portfolro are in table below. The sale of the loans to NRAC resulted

rn a vaTrance of UGX.126,155,694,539.

Table 6: Showing the loans sold to Nile River Acquisition Company
BANK LOAN

TYPE
PRINCIPAI ACC INTEREST TOTAL LOAN

ICB NOT

SECURED

POORLY

SECURED

3 ,943 ,062,667

2 ,921 ,320 ,393

6,519,551,913 t0 ,462 ,7 t4 ,580

5.540,326,883 8,461,647,216

SECURED 536,245,991 510,386,806 1,,046 ,632,797

UNKNOWN 1 ,132 ,241 ,607 12,901,3s0 1 ,145 ,142 ,9s7

SUB
TOTAL 4,532,870.65a 12F43,266,9s2 2L,7L6,137 ,6tO

co-
OPERATIVE

NOT
SECURED

5,698,477,978 I ,900 ,872,847 14,599,350,825

POORLY

SECURED

805,041,919 928,s23,03s 1 ,7 33 ,s64 ,954

SECIJRED 10,0s6,230,916

6,6At,294,44A

13,960 ,t4t ,344 24 ,016 ,37 2 ,260

UNKNOWN 456,149,275 7 ,\37 ,443,663

SUB
TOTAL 73,241.O45,26L 24t245,646t44L 47,446,731,702

GREENLAND

NOT

SECURED

14,909,909,096

2,793 ,67 2,249

24,066,214 ,869 42,97 6,123,965

POORLY

SECURED

5 ,671 ,349 ,248 4,465 ,O21 ,537

SECURED 3 ,502,973 ,47 6 6,002,560,447 9,505,533,923

UNKNOWN 4,957,748,282 547,133,869 s,504,882,151

GRAND
TOTAL

SUB
TOTAL 26tL64t3O3,t4t 40 ,247 254,433 66,45,.,561,576

135,054,430,a8a57 t93At2L9,062 77,116,211,826

Souice' Sqned agrcement between BOU and Nle Ruer Acqustt@n Company

The loan portfolio sold included secured loans of UGX.34.568,538,980 whrch had

valtd, legal or equrtable mortgage on the real property and were supported with

legal documentationL0. I noted that the contract pnce of UGX.8.898bn represented

260lo of the total secured loan portfolto and 7o/o of the total loan portfolro rmplyrng

' Agreement rr8ned between BOU and Nrle Rrver Acqulsrtron r-ompany

' Refer to the a6reemenr Art clc 6 7(B) schedutes
IJ 

D€frn tron of secu,ed ointrspe,NRACdebtpurchase.ndtransf€regre€menttrecemb€r2007page9
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that the loans were sold at a drscount. I was unable to determlne the cflteria used by

BOU rn derrvrng the sale value.

BOU management explarned that esttmattng the recoverable amount of a closed

bank's loan portfolro cannot be done wrth precrsron. Because of uncertainty ln the

recoverable value and the costs related to recovery/ rt rs always true that any buyer

will be unwrllrng to pay the full book value of a portfolro of bad debts. It is rnevrtable

that these portfohos wtll always be sold at a dtscount.

2.3.3 Funds due fro foreion banks

Sectron 33(5)(a) of FIS 1993 states that where the Central Bank dectdes to ltqutdate

a financral tnstttutton, tt shall reahse the assets of the insolvent flnanctal instttutton.

In order to realrse the funds due from forergn banks, the ltquidator wrll formally

communrcate to the closed bank's correspondent bank about the closure and ensure

that the funds are recovered.

A revrew of the Statements of affarrs of ICB and Greenland bank revealed that the

banks had UGX.6,641,357,000 on foreign accounts as at 30th June 2016 (over 17

years after closure), Refer to the table below;

Table 7: Showin amounts held on forei n accounts

Total
Sourae Statements of affatrs ftom BOU

I was not avarled wrth detarls of the type of forergn accounts held and therr

respectrve Certrficates of bank balances and as such I could not establtsh the

reconclled balance as at 30th June 2016.

Furthermore, a Tevrew of note 6.3 of the Statement of affarrs of Greenland Bank as

at 30th June 2016 revealed that BOU made a full provrsion of UGX.6.596bn11 to wrrte

off funds from srx(6) forergn accounts. However, I could not venfy the basis for the

full provision,

r' 
Greenland Baft Statement of Affa rs as at 30t'Iune 2016 page 8

Bank Amount as at 3Os
June 2016(UGX)

ofDate
closure

Duration from
closure to 3oth
June 2015

TCB 750,425,000

Amount as at
date of closure

18th September
1998

17 years

Greenland Baok 3 ,193 ,L7 3 ,660

44,6-72,OOO

6.595.595,000 l't Apfll 1999 17 yea rs
CooperatNe Bank 1.313.102.394 0 19th l4ay 1999 17 years

5,256.701,054 6,541,367,000
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BOU management explarned that followrng the concluston of a couft case relattng to

Greenland bank funds due from Foreign accounts filed rn London UK , funds (less

costs of the legal surt) amounting to UGX.2,616,462,000 were realrzed and posted

onto the loan recovery account for Greenland Bank. rn full and flnal settlement.

I confrrmed that UGX.2.616,462,000 recovered from the Court case was credited on

the Greenland bank Lrmited loan recovery and collectton account no: 312.233001.1

on 31't March 201512 and the balance ts not recoverable. At the ttme of wnttng thts

report the hqurdator had not recovered the funds worth UGX.44,672,000 due from

ICB forergn accounts.

2.3.4 Greenland Eou W Investments

Sectron 33(5) (d) of the Frnanctal Instltuttons Statute 1993, requrres that tn wtndtng

up the affarrs of the rnsolvent financtal tnstttutton, the liqutdator may sell or transfer

assets rn order to recover the maxtmum amount so as to settle claims of an insolvent

financral rnstrtutron.

A revrew of the Greenland Bank Statement of affarrs as at 30!' lune 2016 rndtcated

that the bank had an Equrty tnvestment rn Afrrcan Expot{mport Bank (Egypt) worth

USD.45,000 whrch had accumulated drvrdends of USD.22.410 as at 30tt' November

2015. However, BOU had not sold off the shares.

BOU management explained that the process of selhng the shares commenced on

October 30th 2Ol7 and ts awaittng response from Afrexrm bank on sale of the shares.

2.3.5 Utilisation of cash balances on the recoverv account

Section 30(3)(b)&(c) of the FIS 1993 provtdes that in case of a liquidation under this

Sectron, the depositors shall be entltled to frrst claim and thereafter all other

creditors shall be ranked rn accordance wtth the law relating to rnsolvent compantes

under the Companres Act. The Board of Dtrectors of the flnanctal tnstttutton shall,

before payrng creditors holdtng direct claims and wtth the approval of the Central

Bank, make arTangements as are necessary to ensure a pro rata dist button among

holders of clarms that are ltkely to be reduced to ludgement in a court.

A review of the Statements of affalrs relattng to ICB, Cooperattve bank and

Greenland bank as at 30th June 2016 revealed that a total of UGX.19,536.310,000

Greenland bJnk Lrmrred loen recovery and collpct on account no 311 t33001 1 on 31st March 2015

13



2.4

was strll held on the closed banks recovery accounts. I also observed that as at 12th

February 2018, the balances had reduced to UGX.19,363,685,364 as rndicated in the

table below,

Table 8: Showing the balances on the recovery accounts

Source, Statenents of affars and reL^overy aL'L.ouots ftom BOU

Although some funds were avarlable to settle the obligatrons, the Liqurdator (BOU)

had not made any further drstributron to the credttors stnce 200814. As at 30th lune
2016, the outstandrng liabrlrtres stood at UGX.747,057 ,397,000 as detarled rn table 9
below.

BOU management explarned that the available funds will be utrhzed duflng the

windrng up process The cash balances were not fully utrhzed because there were a

number of outstandrng couft cases agarnst the lrqurdated banks and pending credrtor

clarms presentrng potentral [abrlrty.

Manaoement of liabilities bv BOU after closure

I revrewed the Statements of affarrs, Inventory repofts, and veriflcatron repofts to

estabhsh whether all habrlrtres at closure and all credrtor claims after closure were

properly ascertarned, recorded and settled rn lrne wrth Sectron 34(3) of the FIS 1993.

The Statements of affairs as at 30th June 2016 of the three (3) closed banks

rndrcated that habrlrtres amountrng to UGX.147,057.397,000 were stilt outstandingrs

from a total lrabrlity of UGX.207,656,796,459 held at closure. Details are in the

table 9 and appendix 1. Overall the process of setthng liabilrties has taken over 17

years and thrs has affected the windrng up process of these banks.

Table 9: Showing liabilities at closure and as at 30th lune 2016
Bank Amount at Closure

ICB 40,219,554,000 18,434,839,000

Cooperatrve 65,208,335,334 16,484,366,000

Greenland t07,228,907,725 112,138,192,000
Total 2O7 t656t796,459 L47,O57 ,397 ,OOO

JuneAmount as at
2016

Source Statements of affars from BOU

" aalances ar per the ,ecovert icc. u.t irntErnents

" c'.e. a-o ga.l sratFrFnr o' atl:r.( ai ar iL 
_ 

.una ,r016 pg t.r
I! Appendrr 1 refers - Lrabrl tr€t ofthe c osed banks from c oiure to 2015

'14

Bank Balances as at 3Ob June 2015 Balances as at 12th
February 2O1813

ICB 47 ,397 ,000 12,256,744

Co operatrve Bank 5,335,863,000 5,246,289,573
Greenland Bank 14,153,050,000 14,105,139,047

19,363,68s,364Total 19,535,31O,0OO



I revrewed the status of kabrlrtres from the trme of closure of the banks up to the

recent Statement of affarrs (30'h June 2016) and observed the followrng;

2.4.1 Settlement of Claims

Sectron 102 of FIA 2004 requrres the Lrquidator to publrsh an advert rn a local

newspaper of natronal crrculatron callrng upon all credrtors Secured and lJnsecured

rncludrnq deposrtors to submrt to the Central Bank or the Ltqutdator wrthtn one month

from the date of pubhcation a statement of the amount clarmed and the parttculars

of the clarm.

BOU has an rnternal process of venfying liabilrtres of closed banks before settlement

of clarms. Thrs rnvolves; carryrng out tnventory of the banks upon closure, plactng an

advert on a reputable medra, regrstratron of claims by the hqurdator (BOU),

constrtutron of a venflcatron commrttee to study the clarms submrtted by the vanous

clarmants and make a recommendation on how much/many credttor clatms should be

honoured or relected.

The lrabrlrtres were verified by BOU venficatron commtttee and some clatms settled

resultrng into an outstandrng balance of UGX.147,048,397.000 as at 30th lune 2016.

Included rn UGX.147bn rs UGX 14.B9bn not owed to the DPF hence the ltabilrties are

mrsstated as noted rn issue 2,4.2.3 of this report.

2.4,2 Customer deposit liabilities

Sectton 30(3)(b) of the FIS 1993 provtdes that in case of a ltqutdation under thrs

Sectron, the deposrtors shall be entrtled to first clatm and thereafter all other

credrtors shall be ranked rn accoTdance wtth the law relattng to insolvent compantes

under the Companres Act.

A revrew of the Inventory reports and Statements of affarrs of the three (3) closed

banks revealed that the customer deposrts amounted to UGX.134,987 ,688,744 at

closure. The memo ref EDS122.6B dated 31't October 200816 tndrcated that the

deposrtors of the three(3) closed banks were verrfled and paid rn full as pledged by

government (except Government accounts and rnsrders accounts tdenttfied as per

'" BOU nternal memo Ref EDS 122 6B D sh bunon of closecl bdnkl qurddtron proceeds iro d€portor5 clarms
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provrsrons of sectron 36(3) of FIS 1993). Detatls of settlement of deposttors are as

per the table below;

Table 10: Showing customer deposits
Verified deposits

55,647,504,742

Source BOU menlo ref EDS122 68 and Statement of atrars as at 31/12/2005 from BOU

The followrng were observed;

2.4.2.1 Reconciliation of Daid custo er deDosits and contributions

The funds used to pay deposttors were obtatned from four (4) sources namely;

GOU. DPF, BOU and insolvent bank-Cooperattve (bank assets were used to pay tts

own customers). Refer to the table below.

Table 11: Showing source of funds used to settle the depositors

Source MOFPED communcabon refundng of payments nade to account holders of closed banks, memo reterence
4CC,414,3 dated 6th l4arch 2017 atld BOU memo rcl ED5122 68 fidn BOIJ

*The schedulc to suppott tlp balancng fqurc oF UGX 38 838 was not avaled

I was unable to reconcrle the variance of UGX.3.461bn anstng from the dtlference

between the total contflbutrons to deposrtors of UGX.104.532bn and total ve fled

depositors of UGX. 101.073bn.

2,4.2.2 Memorandum of llnderstandind for OU intervention of lJGX.91.221bn to

settle customer deposits

Sectron 34(3) of the FIS 1993 requrres the Mintster from time to trme, tn

consultation wrth the Central Bank and by notrce tn the Uganda Gazette, flx the stze

of the fund sufflcrent to protect the lnterests of the deposttors to be made up by

contnbutrons under Sectron 35 and may authonse the Central Bank to borrow any

'' taorpro conr.unrcat on refund nE of paym€nts mad€ to ac.ount holder! of.losed banks
rr 

Corrl rmatron ot balance ol the delunct banks ref€rence ACC 414 3 dated 5Lh Mar.h 2017

16

Bank Gross Deposits as
at 31.12.2005

Payable deposits
excluding Gov't
accounts and
Withheld insiders
(UGX.17.5bn) as at
31.12.2005

Cooperabve 58,s82,63s,000 58,582,635,000

ICB 18,498,201,000 6,672,99A,468 5,122,506,159

Greenland 48,887,900,000 43,026,361,000 40,303,460,420

Total 12s.968,736,O00 108,281,994468 to,-,o73,47r,32L

Bank GOUU (bn) DPF 13 (bn) BOU (bn) Cooperative
(bn)

Total
contribution to
deDositors (bn)

Cooperahve 49 ,126 ,644,621
3 ,257 ,282 ,358

t ,073 ,23t ,645 7,137,399,703 I,tot,734 ,669
0

59,439,014,638
ICB 279,745,829

1 ,799 ,792 ,511

450,000,000 3,947,O18,IA7
Greenland ,r38,837,069,021 471,734,636 0 2,27L,527,L47
Total 91,221,0O0,000 3,152,769,9A5 2,059,134,339 4,LoL,734,669 104,s34,63a,993



such amounts as rt may requtre for temporary purposes of making up deflctency tn

the fund pending collectton of contflbution.

In hne wrth the above law, GOU and BOU came up with an tnterventton poltcy tn

May 19971'whrch provided that when a bank ts ltqutdated. BOU commttment to

deposrtors would be ltmtted to the UGX.3m per deposttor (Secured depostts)

covered under the Deposrt Insurance Scheme (DIS).

Accordrng to the flnancral statements of the DIF for the srx years ended 30 ' June

2000'" (from 30t'June 1994 to 30th June 2000), the balance of DIF at the ttme of

closure was only UGX.5.841bn.

Accordrng to the DPF audrted flnancral statements for years ended 31st December

2006, 2009, 2070, ZO72 and 30th June 2017'?1, the total rnsured deposits of the

three(3) closed banks was UGX.41.152bn.

Therefore the DIF was rnsufficrent to cover the total tnsured deposttors.

Consequently, Government rntervened wrth a contflbutton of UGX.91.221bn tn luly

2001 to settle both Insured and Uninsured deposrts of the three (3) closed banks.

However, I was not provrded wrth the Memorandum of Understanding to enable me

assess the terms of lendrng to BOU and how the funds would be repard.

BOU management explained that there ts no IYoU between Government and BOU rn

relatron to the Government contflbution towards refund of depositors. Management

further explained that the DPF is now a separate legal enhty under the amended

FIA 2004, wrth rts own Board of Drrectors and lYanagement.

2.4.2.3 Refund of contributions
. Refund of DPF contributions-UGX,3,151bn

Sectron 36(5) of the FIS 1993 provtdes that upon payment of the protected

deposit, the Fund shall be entttled to recetve from the financtal instttutron or

Lrqurdator (BOU) an amount equal to the payment made by the Fund

(contnbutron) to the protected depostts.

rr 
GOU and BOU r terventron polcy dated 21',' May 19?7

" otr frnancra statement for the s x year5 €nded lo'h June 2000 pg9

" DPr frnancral strtements for tha years ended 31 'De.ernber 2006, 2009, 2010, 101: and 30'" I une 20r7

77



Accordrng to the BOU and DPF records, a sum of UGX.3.151bn was pard from the

DPF towards the Insured deposttors of the three (3) closed banks (See table 11

above). However, I noted that a sum of UGX.25.063bn22 obtarned from the sale

of closed banks assets was used to reFund the DPF by the Ltqurdator (BOU). Thrs

resulted into an excess refund of UGX.21.912bn which should have been used to

offset Government contnbutton towards Insured depositors as detatled tn the

table below,

Table 12: Showing a variance between DPF contributions and refunds

Bank

Amount
contributed by
the DPF (bn)

A

Amount
refunded to
the DPF(bn)

Balance due
to GOU (bn)

B
(B-A)

The Co-operattve Bank Ltmtted
Internatronal Credtt Bank Ltd

1, O73 20.10s
0.808

19 032
0 279 0 529

Greenland Bank 1,.799 4 15 2.3 51
Total 3.151 25.063 21,.9L2
Source Confrmabon of balances of defunct bank ref ACC 414 3 dated dh march 20iZ hon BOtl

A revrew of note 11 and 12 of the DPF financtal statements as at 30th June 2077,,

revealed that the DPF sttll owed GOU a balance of UGX.19.75bn tn relatton to

Government contnbutton towards settlement of Insured depostts. This amount ts

strll held at DPF account tn BOu and wrll be drsbursed to government after the

conclusron of the ltqutdatron exerctse of the three (3) closed banks.

I further noted that although the Statements of affairs of the three (3) closed

banks as at 30h lune 2015 rndicated that the banks owed UGX.14.89bn to the

DPF (as per the table below), the DPF flnanctal statements for the financral years

ended 31't December 2009, 2010, 2012 and 30'h June 2017 tndicated that the

three (3) closed banks did not owe the DPF hence the liabilittes are mtsstated.

Table 13: Showing DPF liability
Bank 2016(bn)
Greenland

Cooperatrve
11 410
3.480

ICB 0
Total 14,89

Source Statements oF alfdrs as at 3d lune 2016 from BOU

Confrrmatron of ba ances of defuncr banks rcf ACC414 3 dated 61h m:rch 2017:' 
DPF f n,rn.rdl srat€ments as Et 30th I une 201/
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. Refund of GOU contribution-Ucx.gl.221bn
Accordrng to BOU management, Government cont button was to be refunded

from the asset recovery account followtng the sale of the assets of the closed

ba nks.

I revrewed the Statements of affarrs of the three (3) closed banks as at 30th lune

2016 and the DPF flnancral statements as at 30th June 2017 and noted that

UGX.68.376bn was strll outstandtng as tndtcated rn the table below.

Table 14: Showing the outstanding government claim

Source' Statemeot of affars from BOU and DPF financal statements as at June 2017

As rndrcated above, UGX.19.75bn rs still held at BOU and the amount wrll be

drsbursed after the conclusron of the ltquidation exercrse of the three (3) closed

banks. However, UGX.48.626bn (rn the table above) payable by the three (3)

closed banks wrll not be fully recovered stnce the remalntng assets of the

Insolvent banks are rnsufflcrent to settle all the creditor clatms.

Refund of BOIJ co bution-UGX.2.O59bn

According to the BOU memo ref EDS122.6B dated 31't October 2008, BOU'S

contnbutron of 2.059bn was in respect of addttional deposrtor pard after 30tf' June

2001 whose clarms were mainly related to ttems caught tn transtt at the date of

each bank's closure. BOU's contnbutton was fully recovered from the fund due to

Government at the trme of dtstributton.

2,5 Liquidation costs

Section 105(1) of the FIA 2004 provrdes that a Ltqurdator shall keep proper financral

ledgers and financral records tn a manneT prescnbed by the Central Bank rn whrch

shall be recorded all flnancral transacttons relating to the ltquidatton.

BOU closure procedures requrre the Lrquidator to maxtmtse collecttons and mlnrmrse

hqurdatron costs. The prrmary goal of bank's forced liquidatlon ts to meet clarms of

Government claim Total outstanding (bn)
ICB 11.969

Cooperatrve 11,086

25.57 t
44.526Due from the 3 closed banks (subtotal)

Greenland

Due from the DPF 19,750
Total 58.376
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Irqurdated bank's credrtors tn a short peflod of ttme in hne wrth Section 105 (1) (b) of

FIA 2004.

However I noted, that BOU dtd not matntain financral ledgers tn relatton to the

l,qurdation costs,

BOU management rndrcated?r that the recovery account records all detatls relattng to

hqurdatron costs/ credrtor clatms settled and proceeds from sale of assets. However,

the recovery account provtded did not have a clear descnptton of transacttons

relatrng to lrqurdatron costs. I could not therefore confirm the accumulated ltqutdatton

costs repofted rn the Statements of affairs as at 30th June 2016. Detatls are shown tn

the table below;

Table 15: Showing total liquidation costs
Bank Paid Iiquidation cost

ICB 2 ,7 25 ,778,7 59 2,6s4,897,959 70,280,800
COOPERATIVE 7,076,115,000 6,960,808,000 11s,307,000
GREENLAND 8,219,188,000 8,219,188,000 0

TOTAL 1AtOzOt4ALt759 17.834,893,9s9 1as,sa7,8oo

Total liqurdation cost

Sourae Statements of affars as at 3d1' lune 2016 frorn BOU

2.5.1 Amounts due to Bank of Uoanda

Pflor to closure, BOU rnlected a sum of UGX.25.677bn tnto two closed banks (ICB

and Greenland Bank Ltmtted) to avert a run on the banks. Accordtng to the

Statements of affarrs of the closed banks as at 30'h June 2016, a sum of

UGX.21.931bn has been outstandrng and due to BOU for a period of over 17 years as

rndrcated rn the table below.

Table 16: Showing borrowings due to bank of Uganda

Bank Classificatio
n of liabilrtv

1994
(bn)

1999(bn) 2001(bn) 2oo2(bn) 2005(bn) 2016(bn)

ICB Borrowtngs
at Bank of
Uqanda

1 624 0 t.917 1.917 7 917 1355

Greenlan
d Bank
Lrmrted

Due to Bank
of Uganda

0 24.053 24 053 24 208 24 204 20 576

Total 21,93 r
Source' statements of affarc from BOU

Outstanding
Liquidation cost

2r 
OaL, and eou drscuss of on rnlo,matron request.nd asreed pos non dated 20rh and 23'r Apr I 2018
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2.6

8OU management explarned that BOU has already recovered some of the money lent

to the closed bank through the pro rata drstrrbutron to credttors. Just lrke any other

creditor, the balances are unrecoverable.

Judicial Commission of Inouirv into closure of banks

On 3'd August 1999, the Judrcral Servrce Commtsston was tasked by Parltament to

rnvestigate the closure of Greenland, ICB and Cooperatrve Banks.

On 7th November 2000, the Commlsston of Inqurry submrtted a repoft to Parltament

for debate

The report hrghlighted deficiencres tn the operations of the flnancial tnstitutlons and

gaps rn the Ftnancial Institutions Statute (FIS, 1993) and consequently, made

recommendattons that resulted tnto FIA/ 2004 as summanzed tn the table below. A

number of these recommendatlons were rncluded rn the Ftnancial Instttuttons Act

(FIA 2004) and are berng tmplemented.

Table 17: showing Commission's recommendations and adoption in the
FIA

Relevant
section of
the FIA.
2004

To strengthen the prudentral regulatton and
supervrsron of banks and to strengthen BOU'5
rnterventron pohcy towards fatled banks ln
order to protect deposrts and publtc funds,

Sectron 79-95

Standardrze Loss Provrsronrng - Agerng of
advances should be stnctly app|ed for
automatrc tflgger of computensed loan loss
provrsronrng Thts wtll glve corTecttve
Tecognrtron of rncome and wrll mottvate the
banks to push for collectron of non-performrng
assets (NPAS) whrch they consrder
recoverable.

In addressrng the ownershrp and management
of financral rnstrtuhons BOU should address
the rssue of flt and proper shareholders and
management and also rmpose restflcttons on
the nght of a person to control Financtal
rnstrtutrons.

Sectron 18-25

25

s/n Subject Recommendation

1 CaprtaIzatron2s To rarse the Mrnrmum caprtal requrrements for
operatrng flnancral rnstrtutron and contnuously
revrew the mtnrmum caprtal requtrements,

Sectron 26-28

Sectron 29-45
2 BOU supervrsron26

Shareholdrng3

ludcralCommrsson of lnqu ry ntocosu,eof b,rrl!, November2000secton 7 3.1

lud cralComm ,s on of lnqurry rnto closure ot ba.lr, November 2000 sect on 7 2 6

21,



4 Corporate
governance2T

In addressrng the Corporate Governance, BOU

should clearly state the vaflous roles of Board
of Drrectors, Internal and External Audrtors so
that they are well defined. The posrtron of
charrman of the Board should not be executrve
and should therefore be separate from that of
the l4anagrng Drrector or Chref Executrve
Offlcer The apporntment of external audrtors
should contrnue to be approved by BOU and
should be a reputable firm of accountants and
should be automatrcally changed after every
ftve years.

Sectron 52
77

5 Frnancral
statements

To clearly defined drsclosure and transparency
requrrements for financral rnstrtutrons rn the
area of accounts and financral statements

Sectron 46-51

6 Revrew and
Strengthenrng the
Deposrt Protectron
tund'"

lYanagement of the Deposrt Protectron Fund
should be transformed rn to an autonomous
scheme wrth overall oversrqht by BOU. The
Admrnrstenng Body of the Scheme should be a
Board of Trustees. Success of the Fund would
be greatly enhanced by a vrgorous, creatrve
and professronal rnvest polrcy of the Funds'
assets.

Sectron 108
and sectton
108 FIA
amendment
Act

7 Insrder lendrng2e BOU should lrmrt and contrnuously monrtor
Insrder transactrons.

Sectron 34

I Fraud
forgerresro

and BOU should ensure that rnternal controls are
desrgned wrth the banks and tested on an
ongorng basrs to mrnrmrse fraud and forgefles.
Prosecute the susoects of fraud.

Sectron 77

9 14anagement
Informahon
systems (MIS)r1

To facrlrtate bank supervrsron of IYIS, all head
Omces of banks rn Uganda should be
connected to BOU for onlrne real trme data
collectron for off-srte rnspectron.

10. Credrt Reference
Bureaul2

Consrderahon should be grven to prepanng,
debatrng, and passrng comprehensrve
legrslatron on consumer protectron. Pursuant
to such legrslatron, BOU (or other appropflate
agency) would then establsh a Credrt
refeTence Bureau to govern the bankng
rndustry rn accordance wrth the prrncrples
enshflned rn the consumer protectron law.

Sectron 78

11. Ratrng of banksir Establrsh penod ratrng mechanrsms for banks, Sectron
(7\

109

Ltcenstngl{ Examrne surtabrlrty and capacrty of applrcant to
enqaqe rn commeroal bankrng.

Vet applrcatrons for branches wrth reference to
caprtal

Sectron 4-17

ludcalCommssronoflnqurryntoclosureofbanks,November2000s€.tron1)ltol]3
lud c alComm ssron of lnq!rry nto closur€ of banks, November 2000 s€.non 7 I 12

lud clalComm ssron of lnqLrrry nto closure of banks, November 2000 s€ctron 7 3 5

lud c alComm s!ron of lnqurry nto closur€ of banks, November 2000 s€ctron 7 2 5

ud c alComm ssron of lnqurry nto closure of banLs, November 2000 secnon 7 3 1

Jud crElComm ssron of lnqu ry rnto closure of banks, November 2000 s€cnon 7 4 1

lud c al aomm ssron of lnqurry nro closur€ of bank5, November 1000 sectron 7 4 3

lud c alComm isron of lnqurry nro clorur€ of banks, November l00O secnon 7 3 2
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2,7

Curtarl Famrly banK: rmpose
shareholdrng per "famtly"

maxtmum

Source, )udtc@l CommBgon of Inqury nto closure of banks, Navembet 2000

Section C

The third section of this report highlights issues raised on Banks closed as

guided by the FIA 2OO4 where BOU arranged for the Purchase of assets

and Assumption of all or some of the liabilities by other financial

institutions. These include Global Trust Bank, National Bank of Commerce

and Crane Bank.

Under the purchase and assumption arrangement, the Central Bank did

not use the DPF to pay depositors of the closed 3 banks as all customer

liabilities were assumed by the respective purchasers. This is in line with
Section 111C of the FIA 2016 as amended, which provides that payments

out of the fund are restricted to the insured deposits. In the case of
purchase and assumption arrangement, the insurance cover of the existing
customers is moved to the new and assuming bank.

Global Trust Bank

Global Trust Bank (GTBU) was closed on 25th July 2014 due to undercapttaltzatton

and Corporate Governance weaknesses among other reasons. BOU took over the

management of GTBU Tn hne wrth Sectron 88(1) of the Frnanctal Instttuttons Act

2004. In hne wrth Sectron 95(1) (b) of the Frnancral Instituttons Act 2004. BOU and

DFCU arranged for the purchase of assets and assumptton of all or some of the

liabilrtres of GTBU.

On 25th July 2014, BOU and DFCU srgned a Purchase of assets and Assumption of

Itabtltttes agreement3s where ceftatn assets were transFerred and [abllrtles assumed

by DFCU as per Article 10.2. The rematntng assets were to be retarned by BOU.

The P&A further provides that Assets rn Escrow (paft of the Loan Portfoho of GTBU

not assumed by the purchaser as detalled rn Annex C) wrll be managed by the

purchaser as an agent of the Lrqurdator. Any proceeds realtzed from the Assets tn

Escrow worth UGX.27 i30,201,395 (as indicated in the table 22 below) shall be

" GTBU Purchase of assetj and attumntlon of IaLirl tres dEreement
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shared between the Lrqurdator and the Purchaser at a ratro of 650/o and 35o/o

respectrvely.

The balance of the assets worth UGX.23,09 7,758,200 were retained and managed by

BOU. The table 23 below refers.

Artrcle 3.4 of Purchase of assets and Assumptron of habrlrtres agreement states that

the purchaser shall on the payment date pay to the Lrquidator any excess of the

value of the assets transferred rn excess of the habrlrties and the reverse shall apply.

Therefore the net amount payable by GTBU to DFCU was UGX.7,027,252,389 arrsing

from the drfference betvveen assets purchased and liabilrtres assumed. (Refer to the

tables 18 and 19 below).

BOU undertook a reconcrhatron of the transactrons of the GTB accounts thus

reducrng the net payable by UGX.95,125,833, Consequently, GTBU (In Recervershrp)

pard UGX. 1,926,126,556 to DFCU on 8th August 2014.

Table 18: Showing transferred assets as per agreement
Asset Transferred Price as o/o of

Book Value
Book value(UGX) Price (UGX)

Performrnq Loans & Overdraft 80% 28,247,640,820 22 ,630 ,1.12,656
Treasury Secuntres at current
value less WHT on Interest

100%

Less WHT 20olo of
SHS 1 57bn

40,358,656,237

(314,140,007) 40,044 ,516,230

BOU Forex acc balances 100% 690,885,170 690,885,170
BOL, current acc 100% 5,590,305,062 5,590,305,062

Total assets transferred 68,955,819,118
Source: Purchase of Assets anJ Assumpbon oF Ltabltes Agreefient lrom BOU

The inventory repot as at the trme of closure (25th July 2014), rndrcated that the

total lrabrlrtres amounted to UGX.75,541,021,00036 out of whrch UGX.70,977,077,507

was assumed by DFCU as rndrcated rn the table below. The balance of the lrabrlitres

was to be settled by the Lrqurdator after venflcatron.

Table 19: Showing transferred liabilities plus accrued interest as per
agreement

" GTB ln,eutory ,cpo,t ,, rt 25'h lLl! 2014 preprred r November 2014
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Type of liability Amount transferred
Depost Liabilities Frxed Deposrts 39,725,835,051

Current accounts 15,7 70 ,272 ,684
Savrngs accounts 14 ,7 96 ,22s ,606

Total Deposit liabilrties 70,292 ,333 ,34t
Other Liabilities Frxed deposrLs rnterest up to 30 08 2014 5),4 ,A69 ,7 83

Wntten ofF Loan recovery costs 169,868,383



Total other Liabilitres 6A4,73A,166

Total Liabilities transferred 70,977 tO7tt5O7
Source. Purchase of assets and Assumphon of hab ttEs Agreement from EOU

On 16th December 207437, DFCU returned non-performrng loans to the hqurdator

(BOU) totalrng to UGX.5,971,114,379 tn accordance with the Artrcle 8.3 of the P&A.

Consequently, GTBU (rn Recervershrp) was to pay UGX.4,77 6,891,503 to DFCU whrch

rs 80o/o of the book value of the returned portfolloss. Thrs amount was settled as per

the table below.

Table 20 showing transfer and payment for the assets in Escrow for GTBU

Source GTB l"lemo refEDS 122 10R dated 23rd December 2014 from got)

The Statement of affarrs as at 3l't December 2017 which provrdes an overvrew of

the bank's assets and habiltttes on ltquidation was prepared by BOU and audrted by

PKF.

I revrewed the Purchase of assets and Assumptton of ltabiltttes agreement, Inventory

report, Loan recovery and collectron account, Venficatton reports and Statement of

affarrs of GTBU;

. To establtsh whether proper rnventory of the assets and ltabtltttes of the banks

was undeftaken at closure in hne wrth sectron B9(3) of the FIA (2004).

. To estabhsh whether the liquldator appropnately managed the sale of the assets

and accounted for the funds resultrng from the sale.

. To establsh whether all llabtltties at closure and all credttor clatms after closure

were properly recorded and settled rn line wrth FIA 2004 (Sections 102, 105 and

106)

. To asceftarn the total cost of llqutdatton of the defunct banks,

, 
DFCLI Letter to drrector of ro(rnrercrJl bdnl ng date 16'r' D€cember 2014

" DFCU bank td trantfer and pavmenr for the As\ets r Escrow for GTB Memo r€f EDS r2t 10R date.l 2t'd Decenrber t014
" etaU toan ,ecovery and col €.tron a..o!nr no 324 211001 1 3O'i December 2014
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Item Amount
(ucx)

Amount (UGX)

8oo/o of the portfolio transferred to the
managed book

4,776,891,5O3

Less: adjustments
ent transferredBranch ro and ut

Pre rd rent
lJn 000rd che ue USD4

7r:2o 5 05 00

)452 396 404
10 540 000

Subtotal of the Adjustment (r,245,L9L,404)
Total amount due to DFCU Bank Ltd
paid on 30 | LZl2OL43e

3,531,700,099



My scope drd not extend to assessrng the management of assets purchased and

lrabrlitres assumed by DFCU.

I observed the following;

2.7.1 Guidelines for selection of the buver under ourchase and assumotion

arfanqement

Section 95(1) (b) of the FIA 2004, states that the Central Bank shall wrthrn 12

months from takrng over as a Recerver arrange for the purchase of assets and

assumptron of all or some of the habrlrtres by other financial rnstrtutrons.

I observed that there were no gurdehnes/regulatrons or pohcres in place to gutde the

rdentrflcatron of the purchasers of GTBU. There were also no guidelines to determtne

the procedures to be adopted by the Central Bank in the sale of assets and transfer

of assets or lrabrlrtres of the defunct banks to DFCU.

Interactron with BOU management rndrcated that the process of selectrng the buyer

commences by rdentif,ing and rnqurnng with potentral purchasers rn the industry and

shanng wrth them prelrmrnary rnformation on the bank to be closed. Once the

potentral buyer expresses credrble rnterest to purchase the bank, the buyer rs

requrred to sign a confldentiality agreement in order to obtain further rnformation on

the targeted bank to facrlrtate the sale.

I was not provrded with records of the procurement process to asceftarn the btd

requrrements, offers made, hst of brdders, evaluation cntefla, evaluation report and

negotratron mrnutes leadrng to the P&A agreement.

In the absence of guidelrnes and procurement records, I could not ascetain whether

BOU selected and evaluated the brds in Lne wrth the evaluation cfltefla.

In therr response, BOU management stated that the crrcumstances of each bank

resolutron drffer and cannot always be predrcted rn advance/ For example, the nature

of the global frnancral crrsrs whrch erupted rn 2007-2008 took all bank regulators by

surprise and required solutrons which could not have been antrcrpated before the

crisrs. Drawing up a set of rnternal polrcres to gurde a P&A and the selectron and
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evaluatron of brds is unlrkely to be helpful and could be counterproducttve tf lt
rmpedes the flexrbilrty of the BOU to act expedttlously to resolve a fatled bank tn the

manner whrch rs least drsruptrve and damagtng to publtc confldence and stabtltty of

the banking system.

2.7.2 Sale of Performino Loans at a discount

Sectron 95(3) of the FIA 2004 states that tn determlntng the amount of assets that is

hkely to be realized from the financral tnstttutton's assets, the recerver shall-
(a) Evaluate the alternattves on a present value basts, ustng a realistic dtscount rate;

OT

(b) Document the evaluation and the assumptrons on whrch the evaluatton rs based,

rncludrng any assumptrons wrth regard to tnterest rates, asset recovery rates/

rnflatron, asset holdrng and other costs.

Artrcle 3.1 of the P&Aa0 states that the hquldator hereby sells, asstgns, transfers,

conveys and delrvers to the purchaser the nghts, title benefits and tnterests of GTBU

rn and to the assets transferred, rn an aggregate amount equal to the sum total

rndicated rn ANNEX A.

Accordrng to ANNEX Aql of the P&A, Performtng Loans and Overdrafts were

transferred at UGX.22,630,112,656 representing 80o/o of the book value of

UGX.28,287,640,820. Thrs rmpltes that DFCU acqurred the loan portfoho at 20olo

drscount.

Intervrews wrth BOU management tndtcated that the transfer pnce was agreed upon

after negotratrons wtth the purchaser, however negotiattons mtnutes of the P&A were

not provided. Furthermore, the evaluation of the alternattves and assumpttons on

whrch the evaluation was based were not provided for verrflcatron. Therefore I could

not determine the Justrflcation for transferrrng the Performtng loans at a 20olo

drscount.

lYanagement explarned that estrmattng the recoverable amount of a closed bank's

loan portfoho cannot be done wrth prectston. Because of uncertatnty tn the

recoverable value and the costs related to recovery, rt rs always true that any buyer

'o calu pu,chase ol rssets and Assumptron of Iabrlrtres agrAement p83
r_ 

GBTU Purrha\e of ds5eti and Assumptron of la brl tr€e .greemenr pBt5
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wjll be unwrlling to pay the full book value of a portfolio of bad debts. It ts rnevttable

that these portfohos wrll always be sold at a dlscount.

2,7,3 Recon.iliati on of Inventorv reDort and the book val in the aoreement

Sectron 89(3) of the FIA 2004 states that the Central Bank shall as soon as posstble

after takrng over management of a financral instttutton, appotnt an audttor at the cost

of the flnancial rnstrtutron to make an inventory of the assets and habrlrtres of the

flnancral rnstrtutton and submrt a report to the Central Bank.

I reconcrled the book values of assets and liabtlttres tn the Inventory report wtth

those rn sales agreement srgned at the bank closure date. I noted varrances rn the

book value amounts of transferred assets and assumed ltabtltttes when I compared

detarls rn the Purchase of asseLs and Assumptlon of lrabrlrties agreement stgned on

25th luly 2014, and the Inventory report posttton as at 25th July 2014. For example,

loans and overdrafts and government secuTtttes dtffered as rndicated tn the table

below.

Table 21: Showing variance between book values as per Inventory report
and reement

Source Assets and L@bltbes Inventory repoft and PUL^hase ol Assets and Assufiptton of Labtltes Agreenent lrom
BOU

BOU management explatned that the flgures tn the tnventory could not match wtth

the actual customer depostts and loan ltsttngs a basts upon whrch the P&A was

arnved at. The customer deposrts and loan ltsttngs were used rn the P&A because

they had the necessary detarl. Management further explarned that GTBU supervtsion

repofts had rndrcated rnaccurate flnancial reporttng whtch Justtfies the varrances.

Asset Book value
amount as
per Inventory
report

Book value
amounts as
per
agreement

Variances

Loans and overdrafts 38,996,191,952 38,174,464,825 821,727,727
Government secufltres 40,139,325,000 40,358,656,237 (2!9,33t,237)
Total asset variance 602,395,890
Liabilities
Current accounts 15 ,751 ,O7 7 ,349 t5,770,272,648 (19,19s,299)

Saungs accounts t4,805,129,7 69 t4,796,225,606 8,904,163
Frxed deposrt accounts 39,906,847,924 39,725,835,051 181,012,873
Total liability variance L70,72L,737



2.7.4 Manaqement of Assets in Escrow

Section 7.1 of the P&A refers to Assets tn Escrow as those managed by the purchaser

as an agent of the Lrqurdator for the purposes of collectron. Total Assets tn Escrow

amounted to UGX.21,430,201.39542 as shown in the table below;

Table 22: Showing assets in Escrow

Source Purchase of asscts and assumpton of labltttes agrcement-Annex C from BOU

Furthermore Sectron 7.2 of the P&A states that any proceeds reahzed from the

Assets in Escrow shall be shared between the Ltqutdator and the Purchaser at the

ratto of 657o:350/o respectrvely.

According to the monthly collection report from DFCU, a total of UGX.6,297,004,097

has been collected as at December 2017. 650/0 of these collecttons amounttng to

UGX 4,093,052,663 has so far been recovered and transferred to GTBU recovery

account rn BOU. The balance of UGX.15,133,197,298 was yet to be recovered.

2.7.5 Follow uD of assets retained hv BOU after Purchase & Assumrrtion

Accordrng to the Inventory report, I noted that assets worth UGX,23,091,758,200

were retarned by BOU upon completton of the P&A as detailed tn table beiow;

Table 23: Showing assets retained by BOU
Asset Type Amounts at closure (2014)

as per inventor report
Cash Balances 6,615,852,200

Source GTBU loventory repoft from qOU

The followrng were observed;

i. Cash balances

'' GTE l Purch.!e otassets and assumpt on of .b lrties agrecm€ t pdEe 6
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ASSET rN ESCROW (LOANS)

Non-performrng loans

AMOUNT

B,324,987,701

Portfoho 60 to 89 days past due 836,692,492
Wfltten-off loans 11 ,543 ,377 ,390
Overdrawn Accounts below UGX. 500,000

Total
725,t49,872

2t,430,20L,39s

Amounts due from other banktng Instttutrons. 2,389,619,000
Other Assets 5,191,561,000
Amounts due from group compantes 9,378,000

s,683,386,000Property and Equrpment
Intangrble Assets 758,781,000
Deferred Tax 2,443,181,000
Total 23,O9L.754.2OO



,

Accordrng to the Gurdelrnes on closure of deposit taking rnstttuttons endorsed

and drssemrnated by the DCB, all the cash holdrng by both the cashters and the

vault officer will be counted, recorded and srgned for by all responstble

rnstrtution's officers and the BOU officer-rn-charge. The money wrll be lodged

into the strong room rn the presence of the BOU officer-rn-charge. BOU wrll

arrange for transfer of the money to the Central Bank rn a bullron van and

ensure all locks and strong room is checked for any cash.

A revrew of the documents related to GTBU cash collected at takeover revealed

that GTBU had 23 branches at the trme of takeover. I reviewed cash count

certificates countersrgned by each party (BOU and GTBU) for the 23 GTBU

branches at takeover and confirmed that cash amounttng to
UGX.6,615,852,200 was collected and deposrted on GTBU loan recovery and

collectron account no: 324,233001.1. This account had a balance of

uGX.5,204,415,000 as at 31" December 2017.

Amounts due from other bankino Institutions.

Amounts due from other banking rnstitutions worth UGX,2/389,619,000 was

collected and deposrted on GTBU loan recovery and collectron account. Detarls

are rn the table below.

Table 24: showin amounts due from other bankin institutions

Source. GTBU Inventory repott llom BOU

Properw/eouipment retained at BOU

BOU hrred l4/s Quickway Auctroneers and Court Barlrffs to sell the valued assets

that were retarned by BOU (GTBU assets rn hqurdation). The schedule of

property and equrpment auctroned revealed that UGX.879,257,549 was realrzed

from the sale of 423 property and equrpment and the proceeds transferred to

the recovery accountas,

'r Gl EU schedu e of prop-"rty and equrprnenr aud oned

s/n Bank Amount
1 KCB Bank (U) Lrmrted 32,808,638
2 Centenary Bank 202,159,722
3 Deutsche bank AG, London 1,726,066,297
4 Mercantile Bank 428,sBs,047

Tota I 2,389,519,098
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I also noted that some property and equtpment was used to ofFset amounts

payable to DFCU. For example Branch property and equtpment valued at

UGX.782,255,000 were transferred to DFCU and pard by offsettrng the amount

payable to DFCUaa.

Accordrng to the statement of affalrs as at 31't December 2017, lhe balance of

property and equipment retatned by BOU had moved from UGX.5.683bna5 at

the trme of closure to ntl as at the date of statement of affarrs. However in a

communicatron ref QWAC/60/14 dated 4tt' December, 2017{5 the aucttoneeT

recommended M/s Meys Consulttng Engtneers and Valuers to revalue 119

preces of equipment whlch were not sold duflng an auctton held tn November

2014 because the offers Tecerved were far below the reserve price. At the tlme

ol wrrtrng thrs report, these items had not been revalued and therefore the

resale process had not commenced.

BOU management explained that revaluatron of the assets is paft of the

wrndrng up process.

tY, Amounts due from oroup companies

Accordrng to the Inventory repofto'the status of the amounts due from group

companies amountrng UGX.9,378.000 could not be ascertatned due to absence

of suppotrng transactton documents. In absence of suppottng documents. I

could not estabhsh the correctness of the amounts due from related parties.

BOU management explained that BOU drd not find documents rn Global Trust

bank relatrng to these transacttons at closure. These amounts will be netted off

from balances due to shareholders.

2.7.6 Settlement of GTBU creditor claims

Sectron 102 of the Ftnanctal Instttuttons Act 2004 states that the Central Bank or tts

appornted lrqurdator shall, withrn a pe od not exceedrng forty flve days from the date

of publicatron of the tntentton to ltquidate a finanoal instttutton. for the purpose of

makrng an estrmate of the debts and ltabtltttes of the financtal rnstttutton, publish rn a

i1 rranster and payment for the assets n Ftc,ow for GTBUtt 6tg rnverrtory,eport
r^ 

Qu ckway auctroneers reque\t to revatue unsotd mov.b e asseh
" GTB tnventory report d.ted Novembpr 2014 page 28
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local newspaper of national crrculatron a notice calling upon all credrtors, secured and

unsecured, includrng depositors, to submtt to the Central Bank or the ltqutdator

wrthrn one month from the date of publicatton, a statement of the amount clatmed

and the partrculars of the claim.

Accordrng to the statement of affarrs as at 31't December 2017 outstanding habrlitres

reduced to UGX.2,051,852,00048 whrch comprrsed of clarms verrfled and

recommended for payment, clarms pending verrflcatron and liqurdatron expenses.

I noted that BOU publrshed a notrce on 2"d September 2014 calhng upon all credrtors

to submrt to the lrqurdator wrthrn one month from the date of pubhcation, a

statement of the amount clarmed and the partrculars of the claim. A verificatron

commrttee was subsequently rnstrtuted to veflfy clarms and produced a veflflcation

repoft summaflzed rn the table of credrtor clarms below.

Table 25: showi total re istered claims

Soutce schedule of credtot clams fion BoU

Accordrng to the statement of affairs as at 3l" December 2017 and the schedule of

credrtor clarms, the total clarms amounted to UGX.3,827,121,633 and all had been

venfled as at 31't December 7O77ae.lncluded rn the total clarms are outstandrng

claims worth UGX,276,27 5,503 that were verifled and recommended for payment

However these clarms have not been settled desprte GTBU rn recervership holdrng a

balance of UGX.5,204,415,000 on a recovery account as at 3l't December 2o77sa.

Farlure to settle verrfied clarms delays the wlnding up process resultrng into hrgh

liqurdatron and management costs,

BOU management explarned that the approved credrtors amount of

UCX.226,275,503 have not furnrshed BOU wrth account detarls for therr payments.

As part of the wrndrng up process, the lrqurdator wrll rssue a final call for all the

claims not paid as well as those clarms pendrng full verificatron on account of mrssrng

supporting documentary evrdence.

" state.ent ot aff",,s ar at 31" De.embe, 2017 page 7

" statement of affarrs :s at 31rt D€cember 2017 pae€ 21
5'Statement of affarrs of GTBU for the per od ended 31 ' D€c€mber 2017 note 7-page 11

3)

s/n Description Amount
1 Clarms verrfied and pard 1 ,77 5 ,727 ,526
2 Clarms venfied and recommended for payment 226,275,503
3 Relected clarms 754,417,906
4 Clarms pendrng veflficahon 1,07 7,240,698

Tota I 3.427,L2t,633



2,7.7 Leqal cases aqainst GTBU

Article 13.2 of the Purchase of assets and Assumptron of lrabrlitres agreementsl

provrdes that from and after the payment date, the lrqurdator shall rndemnifl, hold

harmless and defend the purchaser from and agarnst all claims, court cases, loses,

Irabrlitres, demands and obligatrons whrch the purchaser may tncur or suffer anstng

out or resultrng from any lrabrlrty of GTBU not assumed by the purchaser.

A revrew of legal repofts revealed that there were number of court casessl agarnst

Global Trust Bank whrch may affect the assets taken over by the Purchaser and BOU.

It may also rncrease the habilrties that wrll eventually be settled by BOU. Appendix

2 refers.

The court cases may hrnder full recovery of assets and rncrease the ltabtlttres to be

settled by BOU hence delayrng the wrndrng up process.

2.7.8 Cost of Liquidation of GTBU

A revrew of the statement of affatrs of GTBU for the penod ended 31't December

2077 was done to ascertarn the total ltquldatton costs tncurred from the ttme of

closure to 3l't December 2017sr. It was noted that a sum of UGX.-154,346,000 was

tncurred by BOU as ltqurdatton costs as tndtcated tn the table below.

Table 26: Showin total I ation costs
Amount

120 000 000

Source Statement of affatrs of GTSU for hc pe odended3 December 2017 page 18 fron BOU

2.8 National Bank of Commerce

Natronal Bank of Commerce (NBC) was closed on 27th September 2012 due to

undercaprtahzation among other reasons. BOU took over the management of NBC in

hne wrth Sectron 88(1) (a) & (b) of the Frnancral Instttuttons Act 2004 and

subsequently placed NBC under hquidatron. pursuant to Sectton 89 (2) (D & Sectron

99 (1) of the Act. In hne wrth Sectron 95(b) of the Frnancial Instituttons Act 2004,

BOU arranged for the Purchase of Assets and Assumptron of Lrabilrties of NBC.

'l Purchase r,fassets and assumpt on of rabrlrtr€j agreement pageg
''] Appendrt 2 showrng GTBU l€gd cases
5r Stat€ment of.ffa rt of 6TgU to, tlre pefiod ended 31 ' D€cember 2017 pagE 18

33

1 Audrtors remuneratron
Particulars

2 *Estrmated wrndrnq up fees 60,000,000
3 +Estlmated lrabrlrty from onqotnq ltttqattons 165,000,000
4 409,346,000

Total litigation costs
Lawyers'fees

754,346,OOO



On 27th Septembet 2012, BOU and Crane Bank Ltmited stgned a Purchase of Assets

and Assumptron of habtltttes agreementsa where certatn assets were transferred and

habrlrtres assumed by Crane Bank Ltmtted as per Arttcle 2 and 3 of the agreement.

Article 3 of the Addendum to the agreement, stated that the Ltqutdator shall on the

payment date pay to the purchaser a sum of UGX.285,133,824 betng the value of

the Lrabrlrtres transferred rn excess of the assets as detatled tn tables 27 and 78

below.

Table 27: Showin transferred assets as ra reement
Asset Transferred Price as o/o of

Book value
Price (UGX)

Soutce Purchase of Assets and Assumptton of Labtlttes Agreement fton1 qOU

Table 28: Showing transferred liabilities as per agreement
Type of account

Source Pur.hase of Assets and Assumpbon oF Ltablhes Agreement from BOU

On 25'r' Octob€r 2012, BOU engaged PWC (an audtt firm) to complle rnventory of

assets and habrlrtres of NBC as at 27th September 2012 (date of takeover).

Subsequently, PWC prepared an Inventory report whrch was submlfted on 15th

January 2013. Total assets and lrabilities are as per table 29 and 30 below.

Table 29: Showin tota I assets as r Invento re rt

Sourae Assets and LBb ttEs Inventory report fron BOU

" Purchase of asrets and assurnft on of l,aL lt e5 aErecnrcnt

Book
Value(UGX)

SecuredPerformrng Loans took 297,771,41.1 208,439,988
Treasury Secunhes 99 97o/o 8,780,482,861 8,777,541,035
Land 7 sak 400,000,000 300,000,000
Total assets transferred 9,478,254t272 9.285,981,023

Type of liability Amount transferred
Total Time Deposits Frxed Deposrts 630,189,343
Demand and Savings Deposits Current Accounts 4 ,7 12 ,832 ,262

Total Liabilities transferred

Asset Type Amounts at closure
(2OL7) as per
Inventory report

Cash and Balances wrth Bank of Uganda 4,227,9s2,000
Placement wrth other banks (Nostro) 982,160,000
Government secufl tres (rncludrng rnterest of UGX. 194,181,000) 8,836,427,000
Loans and advances to customers

Other Assets

1,760,427,000
409,s31,000

Property and Equrpment 5,526,899,000
Total assets 2L,743,390,OOO
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Table 3O: Showin total liabilities as r Invento re rt

Source, Assets and LabthtEs lnventory repoft From BOU

The statement of affairs which provrdes an overvrew of the bank's assets and

habilitres on hqurdatron had not been prepared because the tnteflm court order had

been rssued restrarnrng BOU from taking any further steps rn Lqutdation and sale of

NBC or rts business or assets to any person rncludrng Crane Bank Ltd.

I relred on the P&A agreement, inventory report, NBC bank statements and other

correspondences related to the takeover;

. To establrsh whether proper rnventory of the assets and habrlrties of the banks

was undeftaken at closure rn lrne wrth sectron 89(3) of the FIA (2004).

. To establish whether the hquidator appropriately managed the sale of the assets

and accounted for the funds resultrng from the sale.

. To establrsh whether all liabilrtres at closure and all creditor clalms after closure

were properly recorded and settled rn lrne wrth FIA 2004 (Sectrons 102, 105 and

106).

. To ascetarn the total cost of liqurdatron of the defunct banks.

2.8.1 Sale of secured nefor ino loans at a discount

Sectron 95(3) of the FIA 2004 states that rn determtnrng the amount of assets that ts

hkely to be realized from the financral rnstrtutron's assets. the receiver shall-
(a) Evaluate the alternatrves on a present value basrs, ustng a realtsttc dtscount rate;

OT

(b) Document the evaluation and the assumpttons on which the evaluation ts based,

includrng any assumptions wtth regard to tnterest rates, asset recovery rates/

rnfiatron, asset holdrng and other costs.

Artrcle 3.1 of the P&A55 provrdes that rn consrderatron of the purchaser's assumptron

of the habrlrtres, the hqurdator hereby sells, assrgns, transfers, conveys and dehvers

NgC Purchase ofaiset\ and As\urnptron of rabrlrt es pase 3

Lrabrlrtes Amounts at closure (2017) as
per Inventory report

Customer Deposrts

Other Lrabrlrtres

Total liabilities ,.L,5L4,765|OOO

9,571,11s,000

1,943,650,000
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to the purchaser the nghts, tttle benefits and tnterests of NBC tn and to the assets

transferred, rn an aggregate amount equal to the sum total rndrcated tn ANNEX A.

Accordrng to ANNEX A of the Addendum to the P&As6 the Secured Per-formlng Loans

were transferred at UGX,208,439,988 representtng 70olo of the book value of

UGX.297,771,471.. Thrs tmplies that CBL acqurred the loan portfolto at a discount of

30o/o.

Intervrews wrth BOU management rndtcated that the transfer pnce was agreed upon

after negotratrons wtth the puTchaser5T, however negottattons minutes of the P&A

were not provrded for verrfication. Therefore I could not determtne the justtfication

for transferrrng assets at a drscount.

BOU management explarned that esttmatrng the recoverable amount of a closed

bank's loan portfolro cannot be done with precrsion. Because of uncertainty in the

recoverable value and the costs related to recoveryr tt ts always true that any buyer

wrll be unwrllrng to pay the full book value of a potfolro of bad debts. It ts tnevttable

that these portfolios wrll always be sold at a dtscount.

2.8.2 Land sold at a discount to C

Accordrng to the addendum to the P&As8, Land worth UGX.400,000.000 was

transferred to Crane Bank at UGX.300,000,000. A revtew of the Inventory report

revealed that the net book value of the leasehold land as at 27tt' September 2012

was UGX.646.000 wrth a leasehold tmprovement worth UGX.1,529,537,000. I noted

that the land was transferred at less than tmproved value of land by 80%.

BOU management explarned that the forced sale value was UGX.310,000,000.

However because of the court in;unctionse, the sale was never consummated nor did

physical hand over to CBL take place. Gtven that CBL is now tn recetvershtp/ the

asset will revert to NBC and wrll be dealt with once inJunctton ts ltfted.

" NBI addendum to Purchase of:ssetr and Astumptron |abrl tres agreement page 5

'7 oAG and BOU dr5cu5sron on NBC audrt nformanon r€quest.nd agreed posrt on on l9'h Apnl 2018
" ttgC addendum to purcha!e of a\\ets rnd Assumpt on |abrl tres aBreem€nt page 5
5'const tutronal app rcatron No 0l of 201i
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2.8.3 Assets retained bv BOU

Accordrng to the addendum to the P&A60 assets worth UGX.72,473,467,589 were

retarned by BOU after takeover as rndrcated tn the table below.

Table 31! Showing assets retained by BOU
Asset Type

Cash and Balances wrth Bank of Uganda

Placement wrth other banks (Nostro) 982,160,000
Gross loans and advances to customers (UGX 1,964,697,000
less UGX.297,771,471)

1,666,92s,s89

Other Assets 409,531,000
Property and Equrpment (UGX,5,526,899,000 less

uGX.400,000,000)

Total Assets

Amounts at closure
(2017) as per Inventory
report

4,227,952,000

5,126,899,000

L2,4L3,467 F89
Source, OAG analysts of P&A and Inventory repoft lrom BOU

I revrewed the assets and noted the followrng;

(i) Cash and Balancas ith Bank of Uoanda

A revrew of the P&A agreement revealed that cash avatlable at the ttme of takeover

was retained by BOU.

Immedrately after closure of NBC, BOU opened a loan recovery and collectton

account on whrch to deposrt cash collections at takeover, proceeds from recovery of

outstandrng loans and sale of assets retatned by BOU. NBC had clearrng accounts

marntarned rn Uganda shrlhng and USD before NBC was taken over.

I also revrewed the cash count memorandums/ NBC cleanng account, NBC current

account and correspondences and rnstructions to determtne whether all cash

avarlable at takeover was collected and banked intact and noted the followrng;

On 27th September 2012, BOU staff carrred out cash count at the trme of

takeover wrtnessed by representatives of NBC from both Kabalesl and Kampalao2

branches whrch totaled to UGX.963,688,087. On 5'h October 2012 and 18th

October 2012, all the funds were banked on the NBC loan recovery and collectton

account number 315.233001.1 in BOU as rndrcated rn the table below;

'n t'lgC:ddendurn to Purchase ofassets 3nd Assumptron Iabrlrtres agreement page 5

" NBc kabal-" cash counr menrorandunr ,r d subrnrsson sh€er to th€ currency center
t' 

NBC Kampala cash subm ssron sheet ro cu,ren.y center



Cash available at
takcover (UGX)

Branches

Kam la 06 00535

Cash banked
on recovery
account (ucx)

Date of banking

535,006,000

Cash available
at inventory
date (UGx)

535,006,000 5'n october 2012
Kabale 424,682,087 428,682,087 428,6A2,0A7 18h October 2012

963,688,087

Table 32: Showi cash available at takeover and banked

Totals 96 6A oa7 648 87
Source Inventory report and loan rccovery and colledton account from BOU

On 31't October 2017, all the funds tn foretgn currency at takeover equtvalent to

UGX,375,753,000 were translated and banked on the NBC loan recovery and

collectron account number 315.233001.1 rn BOU as indtcated tn the table below;

Table 33: Showing cash in foreign currency at takeover
branch Cash av.rlablc at tekaovar/inventory date

USD GAP EURO KES
t17 195 910 2 980 t4 250

C.sh
bankcd on
recovary
account

Kampala
Kabale 13,506 86s 4,715 8,900
Totals 130,701 3,775 | 7,69s 151,150
IJGX cquiYalcnt 330,809,000 15,/145.000 25,0O9,0OO 4,490,OOO 375,753,000

Source lnventory .epod /@n .ecovery and collecton account and cash count memorandums' from BOIJ

On 1't October 2012, BOU transferred from NBC IJSD Bankers Cleanng Account

number 315.228011,1 and NBC Current Account number 315.228001.1 funds

totaling to USD.860,401,78, G8P.433.00 and 8URO.585.28 to support CBL in the

payment of forergn currency depostts taken over from NBC. CBL patd back the

equrvalent rn Uganda shrlhngs UGX,2,176,200,7I0 to the NBC current account

315 228001.1 at BOU on the same day.

BOU management explatned that CBL had taken over forex depostts and wtshed

to acqurre forex assets It therefore requested BOU to allow tt acqutre the NBC

forex cash at BOU. Thrs was not tn the P&A and that is the reason they had to

pay that forex.

I noted that 3 credrts were made on the NBC current account number

315.228001.1 after closure amountrng to UGX.2,527,842,035 as rndrcated rn the

table below. However these funds have not been transferred to the loan recovery

and collection account.
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Tabte 34: Showing movement of funds on the recovery account

Sources,' NBC current account and loan recoverv and collecbon account from BOIJ

BOU management explarned that these balances have never been transferred to

the NBC recovery and collectron account because of the couft ln;Unctton

suspendrng activrty in NBC ltqutdation and the funds are sttll on the

current/cleanng account.

(ii) NBC Nostro Accounts and Dlacements with Domestic banks

Sectron 100(2) (k) of the FIA 2004 requrres the lrquidator to generally realrze the

assets of the rnsolvent flnanctal tnstttutton includrng funds held in banks abroad. The

bank closure procedures also requtre the Central Bank to formerly communtcate to

the closed bank's correspondent bank (Nostro and Vostro accounts) about the

closure and ensure no further dealrngs.

A revrew of the Inventory repoft revealed that NBC had UGX.464,571,000 on 6

forergn accounts rn 2 banks as at 27th September 2012 (closure date). Refer to

the table below. At the time of wflttng thrs report, the funds had not been

remrtted to the NBC loan recovery and collectron account.

Table 35: Showin Cash held in Nostro Accounts

Source. NBC [nventory report frorn BOU

BOU management explatned that the balances were not transferred because the

bank resolutron process was halted but the balances are sttll at the correspondent

banks.

Date of
transaction

Details Funds not
on the
account

deposited
recovery

28/0912012 Ctedrts rn the NBC current account after closure

Credrts rn the NBC current account after closure

88,154,186
1l10l2012 2,17 6,200,7 1,0

21101201.2 Credrts rn the NBC current account aFter closure
Total

)63,487 ,139
2,527 t842,O35

s/n Foreign bank Foreign
bank
account

Currency Amount in
Forcign
Currency

Amount

1 Arab Investment bank 10000416 EUR 2,779 9,031,000
2 Arab Investment bank 10000408 USD 164,624 416,636,000
3 Grro Commerctal Bank 10000076 EUR 6,647 21,602,000
4 Grro Commercral Bank 10000084 GBP 2,487 8,082,000
5 Grro Commercral Bank 10000057 KES 145,314 4,317,000
6 Grro Commercral Bank 10000068 USD 1,937 4,903,000

TOTAL 464t57L,OOO
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" NBC adderdum to the Purchase & Assumptron d.ted 27'h September 2012 pg 6

40

Srmrlarly, a sum of UGX,517,589,000 was held rn 3 domestrc banks at the trme of

takeover as rndrcated tn the table below. On 4th l,4arch 2013, UGX.535,973,164

was recovered from the GTBU fixed deposit of UGX.500.000,000.

Table 36: Showing placements with domestic Banks
s/N Eank Account Amount in UGX

GlobalTrust Bank N/A 500,000,000
2 Dramond Trust Bank 0r03052009 7,963.000
3 Post Bank N/A 9,626,000

TOTAL 517,sa9.OOO
Source, NBC Inventory repoft From BOU

At the trme of writrng thrs report, UGX.17,589,000 due from Dtamond Trust and

Post Bank had not been recovered from the domestrc banks.

(iii) Recoverv of NBC assets in Escrow

Accordrng to Artrcle 7 of the P&A signed between BOU and CBL to take over the

assets of NBC the purchaser (CBL) was requtred to take-over the management of

NBC Assets in Escrow as an agent of the Liqurdator for purposes of debt collectton.

Any proceeds realrzed from the Assets in Escrow (table below) were to be shared

between the Purchaser and the Lrquidator at the ratro of 650/o:350/o respectrvely63.

Table: 37: Showin NBC Assets in Escrow

Source: NgC purchasc and assumpbon agreement lrom BOU

Therefore NBC rn recervership was to recetve a total UGX.530,069,890 (35o/o of the

total Assets in Escrow) upon full recovery of the assets tn Escrow.

I revrewed the NBC loan recovery and collection account statement for the period 5th

October, 2012 to 18th Apnl, 2018 and observed that UGX.349,573,866 was recovered

from NBC Assets rn Escrow leavrng a balance of UGX.180,496,024 as shown tn the

table below;

Table 38: Showi recoveries from NBC assets in Escrow

Source NBC loan recovery and col/ecbon account from BOU

Detailss/n
1 Unsecured Performrnq Loans

Amount
499,287 ,894

? Secured Non-Performrnq Loans 338,555.840
3 Unsecured non performtnq loans 676,647,667

Total 1,514,485,401

s/n Recovery date Recovery period Amount recovered
1 3U72/13 lanuary 2013 to December 2013 67,146.265

Januarv 2014 to 16th Auqust 2014 240,928,4832919/20t4
3016/7s 17th Auqust 2014 to 29th June 2015 4L,499,t18

349,573,866
Expected
recoveries

Lao,496,O24



I also revrewed the agreement between BOU and DFCU for the purchase of assets

and assumptron of liabilrtres oF CBL and noted that the agreement dtd not address

the responsrbrlrtres of the management of NBC Assets tn Escrow whrch was

prevrously managed by CBL.

BOU management explarned that BOU as recetveT of CBL rs to get details of the

remarnrng assets in Escrow from DFCU bank for fufther management.

2.8,4 Delav in the liouidation orocess of NBC

I noted that the Court proceedrngsoa had taken over 5 years srnce takeover of NBC

by BOU and had resulted into addrtronal costs tnctdental to wrndrng up and has also

delayed the process of sale of property and settlement of clatms as explarned in the

examples below;

. BOU retarned all NBC property and equtpment worth UGX.5,526,899,000 as

indrcated rn the table below;

Table 39 showin NBC ro e and ul ent

Total assets retained 526 899 000
Sources' NBC loan recovery and collectrcn account from BOt)

BOU management rndrcated that some assets were ln BOU premtses whrle others

were rn the warehouse rn Kampala and NBC Kabale branch premlses I noted that

the assets were deprectable assets, thus the longer the ltqurdator takes to

dispose them, the lower the recoverable amount.

Furthermore BOU pard from the NBC loan recovery and collectton account a sum

of UGX.864,953,372 to cater for rent, utiltttes and securlty as detarled tn the table

below.

Table 40: Showin

" Const tut onal app rcat o. No 0l of 2013

nditures after takeover of NBC

Description Amount (UGX)
Computer equrpment 272,51t,000

UI ment
Furnrture
Offlce

t67 908 000
951 677 000

t,

Software rmplementatton 955,839,000
Frxtures and fittr s

Leasehold rm Tovement
594 615 000

1 000529 537
Leasehold land 646,000
lVotor vehrcles 54,166,000

Date Description Payee Amount
5-Nov 12 NBC head oFfrce on Yusuf Lule Property servrces ltd 26t,879,085

2-lan-13 Uhlrty brll 15/11/2012 NWSC 444,902
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2-lan-13 201,1,27 UME[,1E UI4ITED 5,149,857

7-Feb-13 DEC 2012 FX8352 UMEI\,IE UI4ITED 4,656,934

7-Feb 13 FX8352 NWSC 46) ,380

7-Feb-13 FEE FX 8352 PROPERTY SERVICES LTD 269,425,958

12-l\4ar- 13 wATER-26/02/2013 NWSC 247 ,1t6
12-Mar-13 28l2/2013-71173 Ul,lEI\4E LIMITED 3,114,445

15-l\4ay-13 13-Apr UIYEI{E UMITED 10,036,154

17-lvlay- 13 FX 8666 PROPERTY SERVICES LTD 347,729,611

30-Jun-13 Trruoah Industnal Dark 14.367,644

2/-Mar14 RENT 6 T4ONTHS ENDING 20,090,64s

B-14ay-15
90&91 FOR 6 TYONTHS (01/04-
30i 09/201s) 25,533,029

30-lun-15 ]UNE 2015-GUARDS

TENANCY IFO WARE HOUSE

2,250,000

17 -Mar-16 14,313,551

16 IYav-16
TENANCY AND RENT PAYIYENT
APR -SEPT 2016 t4,121,626

4-Nov-16
TENANCY FOR W 90 AND RENT
PAYI.lENT 54.635.108

l0-Nov-16
TENANCY FOR W 91 AND RENT
PAYI-1ENT 29,900,992

28-Nov-16 NBC EUILDING OCTOBER 2,325,000

9-Mar-17 GUARDING 1,425,000

10-ADr-17
EXPENSES FOR GUARDING
FORI.4ER NBC 1,425,000

B-l\4ay- 17

EXPENSES FOR GUARDING
FORMER NBC 1,575,000

14-lutt7 GUARDING 375,000

11-Sep-17 GUARDING 1,500,000

11-Oct-17
TENANCY AGREE[4ENT FOR WARE
HOUSE UNII90 30,818,220

2-Nov-17 GUARDING 2,100,000

6-Dec-17 GUARDING 2,925,000

TOTAL a64.953,372
Souces' I|EC loan recovery and collecton account frofi BOU

Accordrng to the Inventory reportr NBC had credrtor clarms worth

UGX.1,943,650,000. However, these clarms have not been settled as a result of

the Court order6s that halted the wrndrng up process.

Accordrng to the Inventory report, NBC had Other assets (marnly prepard

expenses) amountrng to UGX.409,531,000. However, these assets could not be

recovered due to the couft order that halted the windrng up process

BOU management explained that an rntenm order was rssued on 28th September

7077 (a day after the takeover) restrarnrng BOU from takrng any further steps in

hqurdatron and sale of NBC or rts busrness or assets to any person rncludrng Crane

Bank Ltd and suspendrng the N'lanagrng Drrector of NBC. Accordrng to the rntenm

" Constrtutrona app rcEt on No 01 of 2013
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order, thrs rnstructton shall rematn tn force for 90 days or such other penod as thts

Court may order.

Furthermore, BOU management tndtcated that the Court order had been extended

and that the case was stlll ongorng. The rullng extended the tntenm order unttl the

final determrnatron of the constrtuttonal appltcatton no.38 of 2012 or until further

orders of the Constrtutronal Court66.

2.8.5 Liouidation costs

Sectron 99(3) of the FIA 2004 states that notwrthstandtng anythtng rn the Companies

Act. where any proceedrng for the liqurdatton of a financral tnstitutton ts commenced

under thrs sectron, the Central Bank or any other person appotnted by the Central

Bank shall be the lrqurdator of the financral rnstrtution. Sectton 106(1) of the FIA

2004 requrres the hqurdator to keep proper financral ledgers and financtal records rn

a manner prescnbed by the Central Bank rn whrch shall be recorded all flnancral

transactrons relatrng to the lquidatton. BOU as the ltqutdator was expected to
prepare and submrt proper financral ledgers and records to factlttate the wrndrng up

process.

I noted that the lrqurdator drd not prepare a statement of affarrs for NBC and thus I

could not ascertarn the total cost of ltqutdatton and whether the drawtngs from the

recovery account after closure were eligtble.

BOU management tndicated that the non-preparatron of the statement of affairs was

due to an rntenm tnluncttve order restratning the lrqutdator from tmplementtng the

order the resolutron of NBC that was served on 28th September 2012.

2,9 Crane Ba k Limited

Backqround

On 16th August 201667, BOU srgned an MOU wrth CBL requtrlng the bank to address

rts caprtal rnadequacy and directed CBL to recaprtalize wtth uGX.17zbn by end of

October 2016. CBL pard USD.8,000,000 (equlvalent to UGX.27bn) rn 3lnstallments

between 23'd August and 13rh October 2016. USD.3,000,000 was credrted on a CBL

settlement account number 377.144035.7 rn BOU and USD,5,000,000 was credtted

:' Con!t t!trorrl dpplcanon No 01 of 2013i MOU BOU 
'lBne.l 

,rn MOU wrth CBL requrflng the bank to ..ld,e5r ,r\ ciprtd rnadequacy



on a CBL USD account number 1001025020000001. The funds were recognized as

equty 'shareholders contributon towards captal'tn CBL comptlatton of inventory of

assets, liabrlrtres and equrty as at 20th October 2016.

Subsequently, the followrng events took place leading to the plactng of CBL under

statutory management and eventual completton of the P&A between BOU and DFCU

for the transfer of assets and assumptron of habrlrtres of CBL.

on 16th october 201668, CBL appled for a facrlrty of USD,115m from BOU as a

lender of last resoft to help soft out CBL tmmedrate and longer term hquidrty

tssues.

On 17th October 20166'!, BOU assessed the application and approved a maximum

facrlity of UGX.79,2bn repayable oveT a one year perrod from the date of thts

offer in quarterly rnstallments at an tnterest rate of CBR plus 5olo margtn and that

the facrlrty shall solely be secured by third party collaterals of substanttal value

and BOU will not accept branch premrses as security for the loan factltty.

On 19'h October 2016?0. CBL appealed to BOU to reconsider the following;

. To provide the facrlrty rn US Dollars at 2olo per annum slnce most of the

outstandrng deposrtor concerns are in US Dollars.

. To warve any margrn on tnterest srnce a hrgh tnterest rate wrll compound the

Bank's hqurdrty challenge.

. To enhance the amount srnce FIA permtts BOU to lend more than what has

been availed.

On 20'r' October 2016, BOU took over the management of Crane Bank Lrmited

(CBL) pursuant to sectrons 87(3) and 88(1Xa) and (b) of the FIA.

Pursuant to sectron 89(2) (g) ofthe FIA 2004, BOU rn a letter ref GOV.122.10G71

dated 20th October, 2016 appotnted the Statutory Manager to manage, control

and drrect the affarrs of CBL.

t'apphcatron tor a facr tyby(BL!hareholrleriofUSDll5mddtedl6'hOcrobert0l6
"'Approva oI the UGX 73 2bn f:c lrty ref EDS 121 10c dared 17" Ocrober 2016
'o eppea to reconsrrJer rhe f.fllrty of USD 11sm ref CM/BOU/07/15 dated 19'h october 2015
'' Letter appornr ng tlre rtdtutory man,rger ret cOV 112 lDG
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On 21't October 2016, BOU commenced the tnlectton of ltqutdtty support to CBL

up to 9t'lanuary 2017 totahng to UGX.478.8bn.

Amounts as at 20
October 2016.

Source lnventory repott - Comp abon ofassets. /tablhes and equty ftom gOU

Table 42: Showi total liabilities as er Invento re

Source Inventory rcport - Conlplahon of assets, labtJfues and equty fron BOU

Table 43: Showin total ut and reserves as r Invento re rt

210 000 000 000
27 021 890 000

(370,976,908,000)

3,006,438,000

Source, Inventory report - Complatton of assets. hab bes and equtty from BOU

i On 28'h October 2016, BOU engaged PWC to comptle tnventory of assets and

habrlrtres of CBL as at 20th October 2016 (date of takeover). Subsequently, PWC

prepared an Inventory report whrch was submrtted to BOU on 21't December

2016. The detarls of the assets, habrlrtres and equtty as contatned tn the

Inventory report are as per tables 47, 42 and 43 below.

Table 41: Showin total assets as r Invento re rt
Asset Type

Cash and Balances wlth Central Banks 78,745,732,000
10.003.963,000rts and balances due from other Bankt ng Instrtutrons

Denvatrves at Farr Value through Proflt or Loss 471,860,000
Government Secufltres 168.473,514.000
Corporate Bonds t,772,496,000
Investment rn Equrty shares 14,750,398,000
Loans and advances to customers (net) 768,019,675,000
Other assets 9 ,9s4 ,796 ,000
Corporate tax recervable
Property and equroment

13,408,013,000
12,549,964,000

Operahnq Lease prepayments 77 ,598 ,442 ,000
Intanqrble assets 7,498,668,000
Good wrll 690,392,000
Investment rn subsrdrafl es 33,769,427.000
Total assets L,L9L,707,340,OOO

Amounts as at 2Oh October
2016.

ts

Liabilities

Customer De 977 ,787 ,33A,O00
Deposrts and balances due to other bankrng
rnstrtutons

67 ,469,787 ,000

Other borrowrngs 230,245,319,000
Other lrabrlrtres 27 ,929,999,000
Deferred tax Iabrhty 19,823,477,000
Total liabilities 1r322,655,920,000

I
Amounts at

re rt
closure as per

Share ca rta I

Liabilities

Shareholders contfl buhon towards caprtal
Accumulated losses

Total equity and reserves
Farr value reserve

45
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7' Prrr.ha\y ot assets rnd assumptron of lab lt es aBreem€nt

On 28'r'October 2016, BOU engaged PWC to carry out a forensic revtew of CBL

focusrng on a 48 month perrod before statutory management whrch was

completed on 13th January 2017,

On 28th November 2016, BOU engaged MMAKS Advocates'to provtde transactton

advrce to take over CBL.

On 9th December 2016, BOU through MMAKS Advocates tnvited 13 brdders to btd

for the purchase of assets and assumptton of Itabtltttes of CBL. Between 1Zth and

15th December 2016, BOU issued the Inventory report to 6 brdders after srgnrng

a confldentral agreement for them to undertake due dillgence on the assets and

habrlrtres of CBL. Subsequently on 20'h December 2016, two(2) brds were

recerved and evaluated.

On 27th December 2016 BOU engaged KPIvlc to audrt CBL annual repoft and

financral statements for the year ended 31=t December 2016.

Pursuant to Sectron 94 of the FIA, BOU placed CBL undeT recervershrp on 20th

)anuary 7Ol7 .

In lrne wrth Sectron 95(1)(b) of the Frnancral Instttutrons Act 2004, BOU entered tnto

a Purchase of Assets and Assumptton of habrlrtres agreementT2 wrth DFCU on the 25th

lanuary,2017 where all assets were transferred and ltabtltttes assumed by DFCU

except for the excluded assets and habrlrtres as per schedule 2 and 3 of P&A as

detarled below. On the same day, BOU srgned a UGX.200bn labrlrty agreement with

DFCU to settle the assumed lrabrlity wrthrn 30 months commenctng 1st October 2017.

Excluded Assets

. The nghts of CBL to clarm agarnst rts shareholders, drrectors or other parttes for

wrongs done pnor to takeover date (CBL shareholders rnterest)

. The rrghts of CBL to clarm agarnst its shareholders, drrectors or other partres tn

respect of losses occasroned by rrrecoverable and or unrecovered loans

advanced or managed rmprudently and subsequently wrrtten off.

. The rrght of CBL to recover rnsrder loans that have been rdenttfled and amount

to UGX.63.6bn (lnsrder loans)
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Any credrt or refund of any tax rn respect of supplies made to or by CBL or

profits or gains made or deemed to have been made by CBL, in each case before

the completron date

Excluded Liabilities

The amount owed by CBL under the BOU facrlity rn excess of the sum of

UGX.200bn

Termrnal beneflts and all employment dues of employees terminated by the

Buyer wrthin 2 months from the completron date

Tax lrabrlrtres of whatsoever krnd to the extent that they do not relate drrectly to

the assets and/or the habrlrtres

Lrabilrty for payment of ground rent rn respect of the Meera Investment Lrmrted

(IYIL) propertres to the completton date and rent rn respect of the other

propertres rented by CBL pnor to the completion date

Any other habrlrtres of CBL not known by the paftres at the completron date

DFCU agreed wrth BOU to pay UGX.200bn habrlrty withrn 30 months commencing 1't

October 2017 and was to provrde secunty rn form of treasury brlls (with less than 91

days matuflty) on the completron date.

I rehed on the P&A agreement, Inventory report, Crane bank (rn receivershtp)

account statements and other correspondences related to the takeover;

. To estabhsh whether a proper rnventory of the assets and liabilrtres was

undertaken at takeover by BOU.

. To establish whether the Recerver (BOU) appropnately manaqed the sale of the

assets of CBL rn Recervershrp.

. To establish whether the statutory manager performed hrs functrons rn hne wrth

Section 90(4) of the FIA.

. To establrsh whether all lrabrlrtres at takeover were properly recorded and settled

rn hne wrth FIA 2004 (Sectrons 102, 105 and 106).

The findings below are based on the above specific objectives.
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2.9,L Lack of ouidelines for selection of the truver under DUrc ase and

assumDtion rranoement

Sechon 95(1)(b) of the FIA 2004, provrdes that the Central Bank shall wrthrn 12

months from taking over as a recetveT arrange for the purchase of assets and

assumption of all or some of ltabtltttes by other financtal tnstttuttons.

I observed that there were no gurdeknes/regulatrons or polcies tn place to gutde the

rdentrflcatron of the purchasers of defunct bank. There were also no gutdeltnes to

determrne the procedures to be adopted by the Central Bank rn the sale/transfer of

assets and liabiltres of the defunct banks to the tdentified purchaser.

A revrew of documentatton revealed that the process of selecting the buyer

commenced by identifying potenttal purchasers rn the rndustry and shaflng

prehmrnary informatton on the bank to be closed. Once the potenttal buyers

expressed credrble tnterest to purchase the bank, they were requtred to stgn a

confidentralrty agreement tn order to obtatn fufther tnformation on the bank to be

sold.

Accordrng to the minutes for the speclal Board meettng held on 27th January 2017

BOU received expressron of tnterest from 13 instrtutions and srgned non-drsclosure

agreements wrth them. Subsequently, BOU forwarded the report of the tnventory of

the assets and ltabtltties of CBL to the tnterested tnstttutions and requested them to

submrt therr brds. Out of the 13 tnstttutrons, only 2 submttted bids (M/s Aethel

Partners LLP and DFCU) to BOu. The brds were evaluated and DFCU was awarded.

However I was not provtded wtth the negotratton mtnutes leadtng to the p&A

agreement, In the absence of gurdelrnes and negottatton mtnutes, I could not

determrne how BOU selected the best evaluated brdder and how the terms rn the

P&A were determined.

BOU management explatned that the circumstances of each bank resolutton differ

and cannot always be predrcted rn advance, for example, the nature of the global

financral crrsrs whrch erupted rn 2007-2008 took all bank regulators by surprrse and

requrred solutions whtch could not have been anttctpated before the crrsrs. Drawrng

up a set of rnternal poltctes to gutde a P&A and the selectton and evaluatron of brds is

unhkely to be helpful and could be counterproductive rf tt impedes the flexrbiltty of
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the BOU to act expedrtiously to resolve a fatled bank tn the manner whtch rs least

drsruptive and damagrng to public confidence and stabtltty of the banktng system.

2.9.2 Valuatio n of assets and liabilities at t time of sale

Sectron 95 (3) (a) and (b) of the FIA 2004 provides that rn determintng the amount

of assets that rs lrkely to be realtzed from the financtal tnstttuttont assets, the

receiver shall evaluate the alternatrves on a present value basrs, ustng a realtstic

drscount rate or document the evaluatton and the assumptions on which the

evaluatron rs based, lncludrng any assumptrons with regard to tnterest rates, asset

recovery rates, rnflatton, asset holdtng and other costs.

On 10th Aprrl 2018, I requested for the P&A agreement tndtcating detatls of the

assets and habilrtres transferred to the purchaser (DFCU) to enable me assess

whether the CBL assets and habrlrttes were transferred after taktng into account the

requisrte valuatron, I noted that BOU dtd not carry out a valuation of the assets and

Itabtlrtres of CBL. In absence of the valuatton, I could not establrsh how the terms for

the transfer of assets and ltabtltttes tn the P&A were determtned.

In a meetrng wrth the outgotng EDS on the progress of the spectal audrt held on 13th

June 2018 at BOU7r, the EDS explatned that BOU drd not carry out a valuatton of the

assets and [abrlrtres of CBL but relred on the Inventory report and due drltgence

undertaken by DFCU to arTtve at the P8rA. Appendix 3 refers.

I also noted that the P&A7{ drd not have complete details of assets and liabtltttes

transferred to DFCU wtth thetr correspondrng values; I was therefore unable to

establish the status of assets and habrlrtres transferred to DFCU.

Although, I was provrded wrth a soft copy of detarls of values of assets and lrabrlities

transferred to DFCU and those retarned by BOU, the rnformatton provrded by BOU

lacked detarls of loans and advances transferred to DFCU and evrdence of a valuatron

of the assets before sale hence it was rnsuffictent to respond to my observatton.

'rMrnutesofthemeetrnBwrthrheourgornBEDSontheprogretsofrhetpecra,rudthetdor13'trlrJne2018arBOU
7r 

BOU and DFCU P&A for CBL a\\ers rnd I dbrlrr es
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2.9.3 Loans and advances tra nsf6 rred to DFC]J

At the hme of takeover by BOU, CBL net loans amountrng to UGX,768bn constrtuted

650lo of the total assets. According to the P&A Artrcle 1.1,1(rx)/5, the loans and

advances of CBL were transferred to DFCU except the rnsrder loans referred to rn

schedule 2 of the P&A76.

In a meetrng wrth the outgolng EDS on the progress of the specral audit held on 13$'

June 2018 at BoU77, the EDS explarned that BoU relred on the Inventory report and

due drlrgence undertaken by DFCU to arnve at the P&A.

Accordrng to the CBL Inventory report as at 20th October 2016i8 (posrtron at the start

of statutory management), CBL had Gross loans and advances of

UGX.1,096,351,522,000 and made provrsions for rmparrment of loans and advances

of UGX 328,331,847,000 resultrng rnto net loans and advances of

UGX.768,019,675,000 as detailed rn table below.

Table 44: showin Net Loans and advances as at 2oth october 2016

Source Repott on Complabon of the nventory of assets, habltues and Equty of CBL as at
80u

octobet 2416 ftom

DFCU recerved the CBL Inventory repoft on 12rh December 7Ol6'e and undertook

due drhgence whose results were rncorpoTated in a brd for the purchase of all the

assets and assumption of the habrlitres of CBL submrtted to BOU on 20th December

201680.

Accordrng to the DFC| Brd, the due dihgence conducted rndicated net loans and

advances of UGX.576,014,756,000 and the bad book (fully provrsroned for and

" BOU ard DFCU P&A for CBL a55ets and abrl,r e5 pagc 4
)680Ui 

dDFCU P&AforCBLasseCand ibl,re5 pige21
" tr.l,nutes of the meetrng urth rhe o!tgornB ED5 on rhe progress of the specral audrt held on 13'h lune 2018 at BOU
''neportoncomp.tronofthernv€ntoryofassets,labltresandEqurtyofCBLas.r20thOctober20lrl,notp23gpdgel6
" Nyonyr Protect brdders dnd Potent.l brdders i!dtus) 

Brd for the Purcha5e of dll rhe r55ets a d .s\umpt on of thE rabrlrtres of CBL dated 2,\h Dec-omber 2015 page 1r
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Details Amount (UGx)
Gross loans 709,667,290,000

386.684,232,000Overdrafts
1,096,351,522,O00Gross loans and advances

Less Drovisions for imDairment of loans and advances
(9.084.679.000)General provrsrons (0 8o/o of gross loans and advances)

(295.520.248,000)Specrfic provrsrons

Interest rn suspense (23,726,92O,000)
Total Provisions (328,331,847,000)

758,O19,675,O00Net loans and advances



wfltten off loans) of UGX.485,114,000,000 as detarled rn the table below based on

the followrng assumptrons and adjustments.

(t) The addrtronal provrsrons arrsrng from non-performrng book as revtewed and

determrned in accordance wtth DFCU's due drlrgence of UGX.115,202,951,000

and

(it) 10Yo drscount on the standard book (Net value of loans and advances per CBL

Inventory report) of ucx. 76,801,968,000.

Table 45: showing value of loans and advances as per DFCU Due diligence

529
570

Gross Loans and advances o96 061 1 159+
Source Bil for the Purcltase ol all the dssets and assumphon ol thc hablthes of CBL dated
BOU
*the ftgure ncludes the CBL nstder loans whtch wcre not taken avet by DFCIJ

December 2016 iom

Accordrng to the brd, DFCU offered deferred cash constderatton of up to UGX.200bn

based on net recovefles of the bad book (UGX.485bn)31. Addtttonally, the recovefles

of the bad book would be used to settle CBL habrlrty to BOU to a maxrmum of

UGX.200bn"'.

Consequently. DFCU agreed to assume the BOU factlity to CBL up to a maxrmum of

UGX.200bn as per section 2.2 and schedule 3 of the P&A83.

According to the BOU memo from EDS to Governor ref. EDS 122,10G dated 31't July

2017, the bad book was UGX.570.38bn out of the gross loans of UGX.1,159bn. Thts

bad book was transferred to DFCU to provide a resouTce for repayment of loans of

Details Inventory
report as

20 I LO l2OL6
(bn)

DFCU bid as at
20l L2l2oLG (bn)

Loans
transferred

to DFCU as at
27lrl2ot7

(bn)
Net loans and advances 764 529
Ad.lustments for addtttonal
provrsrons arrsrng from non-
pelformlnq loans

(11s)

Drscount 10olo

Net Loans 768
16

576
Bad book (fully provisioned
and written off loans)

324 485

!1 
B d tor the Purchase of . theaesetsandas!!n,ptionotrheldbltresofCBLdated20thDe.embar 20t6piCe8

!r 
Srd for th-" Pu,.ha\€ ot I the assets and assumpnon of the I aLrttre5 of CBL dated toth Dec€mber t01O pa6e t1

!r purchase of a lrhe assets a dJssumptronofth€lrabrrtresof(BLsecnon22-r,nBe8rn.i5chedute3paget2
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UGX.200bn and brrdge the shareholder's deflcrt of UGX.439.72bn at the date of

takeovere.

I could not estabhsh how the consrderatron of UGX.200bn was derrved from the bad

book of UGX.570.38bn.

I was also not provrded wrth the schedule of loans and the correspondtng collateral

transferred to DFCU, therefore I was not able to establish the values and categofles

of loans transferred (performrng loans, non-performrng loans and fully

provrsroned/wntten off loans (bad book)).

2.9.4 Statutorv Manaoement

On 20th October. 2016 BOU appotnted the statutory manager to manage, control and

direct the affairs of CBL. Section 90(4) of the FIA requtred the statutory manager to

pedorm the followrng dutres;

a) Trace and preserve all the property and assets of the tnstttutton;

b) Recover debts and other sums of money due and owtng to the rnstttutton;

c) Evaluate the caprtal structure and management of the instttutton and

recommend to the Central Bank any restructuring or re-organtzatlon whrch he or

she considers necessary.

d) Enter rnto contracts in the ordtnary course of the bustness of the tnstttutton,

rncludrng rarsrng of funds by borrowrng.

e) Issue a new balance sheet and profit and loss accounts; and

f) Any other dutres that may be assrgned to him or her by the Central Bank.

I revrewed the dutres of the Statutory lYanager to assess hrs performance dunng the

statutory management perrod and the followrng rssues were noted;

2.9.4.L Terms of service of the statutorv Manaoer (SM)as oer aooointment letter

On 10!' Aprrl, 2018 I requested for the appointment letter and the terms of

reference of the Statutory lt4anager (Slvl) to estabhsh total emoluments due to htm,

the reportrng hnes and key deliverables among others for the penod of servrce.

" nssets and trabr t es of Cr,rrr br nk before tal e oler by DFaU and of DFCU bank at th€ d.te of tak€oler of CBL , ret EDS tt2 10G dared
31lu y 2017
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BOU provrded the apporntment letter whrch rndicated that the terms of seryrces

were to be rssued rn a separate letterss. The letter rndrcatrng the terms of servtce

was provided, however, rt drd not stipulate the Statutory Managers'key delrverables

and as such I could not estabhsh on whrch deliverables the Statutory Manager's

performance was measured.

BOU management explarned that the terms of servrce referred to in the

apporntment letter was the letter of remuneratron of the Statutory lYanager. The

duties of the statutory manager are strpulated rn the Frnancral Instrtutrons Act, 2004

and BOU drd not flnd rt necessary to repltcate the law wtthtn the appotntment letter.

2.9.4.2 Preparation of financial statements durino statutorv manaoement

Sectron 90(4) (f) of the FIA requlres the statutory manager to issue a new balance

sheet and profit and loss accounts.

The report on the comprlatron of tnventory of assets, ltabtlities and equrty as at 20th

October 2016 rndrcated that CBL had total assets of UGX.7,191,707,340,000 total

Itabtltttes of UGX,1,322,655,920,000 and a negattve total equtty and reserves of

UGX,130,948.580,000 at the start of the statutory management perrod Durrng

statutory management, BOU rnlected lrquidrty support of UGX.466,526,262,000.

The Statutory lvlanager was therefore expected to prepare a new balance sheet and

profit and loss report on events of the statutory management perrod from 20tt'

October 2016 to 20'h January 2017 when CBL was put under Recervershrp.

The Statutory manager prepared CBL annual repoft and flnancral statements for the

year ended 31't December 2016. BOU engaged KPMG to audrt the flnancral

statementss6.

The annual repoft and financial statements for the year ended 31't December 2016

provrded were nerther srgned by BOu nor the Auditors, Furthermore BOU dld not

provrde financral statements for the perrod l't January 21ir7 to 25\t' January 2077

(P&A completron date) thus I could not establish the details and values of assets

and lrabrlitres transferred to DFCU.

'5 Terms ot servrce of th€ Statutory Manager
" BOU respr.:nses to the amend€d draft management l€tter ref DGV 907 dated 2"d luly .101E
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In absence of the slgned financtal statements, I was unable to rely on the accounts

to establrsh the flnancral performance of CBL dunng statutory management and its

financral positron as at 31't December 2016.

2.9.4.3 Plan to revive CBL

Section 89(5) of the FIA states that the central bank shall exercrse statutory

management over a flnancial tnstrtution for the mrnrmum time necessary to bring

the flnancial tnstttutton tnto compltance with prudenttal standards.

In achreving the above functton, Sectton 90(4)(c) of the FIA 2004 requrres the

statutory manager to evaluate the capttal structure and management of the

rnstrtutron and recommend to the Central Bank any restructunng or re-organizatton

whrch he or she consrders necessary and whtch, subject to the provisrons of any

other wntten law. may be rmplemented by him or her on behalf of the tnstitution.

On 1Oth Aprrl 2018, I requested for the reports of the statutory manager and detatls

of the funds rnlected tnto CBL prior to take over (purpose of rnlection, amount to be

rnjected, procedures and approval of the lntended tnJectton, recovery plan and how

the rnlected funds were to be managed) to establtsh the efforts taken by the

statutory manager to revlve CBL.

BOU management dtd not provrde a plan or assessment detatltng efForts to return

the bank into complrance wrth prudentral standards desptte fundtng of UGX.478.8bn

being rnlected rnto CBL. In absence of the plan or assessment to revtve CBL, I could

not provrde assuTance as to whether Sectrons B9(5) and 90(4Xc) of the FIA 2004

was compled wrth.

BOU management explarned that when BOU took CBL tnto statutory management/

rt was found to be grossly tnsolvent. It ts not posstble to revlve a bank wtth thts

level of rnsolvency and restore tt to full compltance with capttal adequacy and other

requrrements. ThereFore BOU pursued other means to resolve the bank.

2.9.4,4 BOU supoort to CBL durinq statutorv manaoement

Process of iniection of funds into CBL

I observed that BOU dtd not have a documented process of injectton of funds to

support CBL operatrons during the statutory management. From the revrew of
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documentatron provrded and tnteractton wtth management, I documented the

process of rnjectron of funds into CBL by BOU as follows;

Process requrred that a request ts tntttated by the Statutory l4anager to DCB

requestrng for lrqurdrty support to meet CBL customer demands and other

rnterventron costs related to statutory management. The requests for lrqurdrty

support were rn form of;

. Outward TT payments

. Outward RTGS payments

. Cash requrrements

. Cleanng of cheques and

. Letters of Credrt

Upon recerpt of the request, DCB would foruvard the request to EDS who would

seek approval from the DG.

Upon approval of the request, EDS would dtrect EDF or DC to transfer funds to CBL

dependrng on the nature of the transactron.

The payments would then be processed through erther a UGX CBL fundlng account

number.317.144033.1 or USD CBL funding account number 317.144034.1 rn BOU

as follows;

. Funds to cater for ouhvard TTs and LC payments would be credtted on account

number 3582025085001 rn Standard Chartered Bank New York.

. Funds to cater for RTGS and clearing of cheques would be credited on CBL

accounts held rn BOU,

. Funds to cater for cash requrrements would be accessed at cash centres across

the country by a representattve from CBL.

My scope lrmrted me to only;

. Establrshrng how the Statutory Manager evaluated the capttal structure and

management of the rnstttutton and recommendatton made to the Central Bank

of any restructuflng or re-organtzatton tn accordance wtth Sectton 90 (a)(c) of

the FIA 2004.

. Establishing how much was requested by the Statutory l,lanager and approved

for support by BOU,
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Ascertarnrng how much funds were rnJected rnto CBL dunng the statutory

management period.

Determrnrng the source of fundrng, how the funds were dTawn from BOU and

transferred to CBL accounts,

Establrshrng how BOU was to recover the rnjected funds from CBL and how

much has been recovered to-date.

In assessing the above, I was unable to examine CBL operations during

Statutory Management to determine that the funds injected reflected the

liquidity shortfall at the time.

Although I was able to review and verify the approved requests for

liquidity support together with the supporting schedules, I did not review

payments made by CBL to the bonafide account holders and/or
respective beneficiaries using the injected funds.

In respect to intervention costs, my scope did not extend to assessing

how the service providers were appointed by BOU and evaluating the

value for money for the services provided. Therefore I could not justify

the costs incurred.

Therefore my findings are based on the scope defined above and the

information availed;

LiouidiW support and other intervention costs

Sectron 89(1) of the FIA 2004, states that the Central Bank shall, on taktng

over management of a financral rnstitution under sectron BB of FIA, have

exclusrve powers of management and control of the affatrs of the frnancral

instrtutron. In achrevrng the above functton, Sectron 90(4) (d) of the FIA 2004

requrres the statutory manager to enter into contracts rn the ordrnary course of

the busrness of the rnstrtutron, rncludrng rarsrng funds by borrowrng on such

terms as he or she may consrder reasonable.

a
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Duflng the statutory management peflod, BOU tnlected funds amounttng to

UGX.478.830,609,91087 for the purpose of lrqurdrty support and other

rnterventron actrvitres. Out of thts amount, UGX.466,626,262,00088 was

requested by the Statutory Manager and rnjected into CBL between 21't

October 2016 and 9'h January 2017 as liqutdity support. The requests for

lrqurdrty support were rn form of telegraphrc transfers (TTs), Real Trme Gross

Settlement (RTGS), cash requtrements, clearrng of cheques and Letters of

Credrt (LCs). The balance of UGX.12,204,347,910 was spent by BOU on other

interventron actrvitres such as comprlatton of Inventory report, forenstc revlew

and rnvestrgatron, IT suppoft and legal consultanctes.

I revrewed the requests for funds by the Statutory Manager, BOU-CBL fundrng

accounts statements, BOU-DFCU recervable account statements, Inventory

repoft, forensrc rnvestigatron report, BOU Board mtnutes related to the

resolution of CBL, P&A agreement between BOU and DFCU and the UGX.200bn

Irabrlrty agreement between BOU and DFCU and noted the followrng;

Source of fundinq

BOU rnlected rnto CBL a sum of UGX,478.8bn for hqurdrty support and other

rntervention costs. I enqurred tnto the source of fundrng for thrs purpose.

In the exrt meetrng held on 22"d June 2018 at OAG, BOU management

explatned that as a lender of last resort. the funds were sourced from wtthtn

BOU rn order to provrde liqurdrty suppoft and matntatn flnancral stabrlrtyse.

Reconciliation of Liquidiw support to CBL durinq Statutory

Manaoement

The schedule for lrqurdrty support rndtcated that a sum of

UGX.466,626,267,000 was rnjected rn CBL,

A revrew of the requests made by the Statutory Manager revealed that

UGX.459,507,773,000e0 was approved by the DG to cater for items such as

telegraphrc transfers (TTs), Real Ttme Gross Settlement (RTGS), cash

" eOU-Car tunarng account statemerts (UGX a(count no 317 144033 1 and U50 a.count no ll7 1440J4 1) and 8(]U DFCU reconc hatron
ot I quidrty 5upport after 3111112016 (UG { 50 7hn)
tt Lrqurdny runpor! to tund cBL operetront
!'Mrnutes of the errt meenng held o 22nd June 2018 at OAG

'Urgent funds requrrements tor CBL hy St,rtutory mdnater
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'L Crdre bank Ltd Fundrng Account UGX Account Nu.nb€r 317 14403J 1
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requrrements/ cleanng and letters of credrt (LCs) as rndicated tn the table

below. Thrs therefore resulted rnto a variance of UGX.7,118,989,000.

Appendix 4 refers,

Table 46 showin uid su to CBL

Source urgent lunds requrement requests by Statutory l4anager

I noted that the varrance of UGX.7,118,989,000e1 was as a result of foretgn

currency garns and losses durrng the ttme of tnlectton

Other intervention costs

A sum of UGX.72,204,347,910 was spent by BOU on other intervention

actrvrtres.

A revrew of Board mrnutes, BOU correspondences and tntervtews wtth BOU

management revealed that in the resolutron of CBL by BOU, BOU undertook a

number of actrvltres such as; Comprlation of an tnventory of assets, liabllrtres

and equrty of CBL. Investrgatron and Forensrc Review, Informatton

Technoloqy Secunty Testtng and Dtsaster Recovery Gap Assessment,

Provrsron of IT Technlcal Support and recrurtment and use of a Transactton

advrser, BOU speoal exercrses and statutory management costs.

I revrewed the contracts signed between BOu and the servtce providers,

performance repofts, rnvoices, receipts and a detarled statement of account

showrng the payments made for therr servrces to date to enable establsh the

total rnterventron costs rncurred on the resolution of CBL and outstandtng

liabilrty rf any. A sum of UGX.12,204.347.910 has been spent on these

actrvrtres to-date as per the table below.

Table 47: Showi other intervention costs incurred BOU

s/n Request detarls Amount drawn
1 229,949,567 ,000
2

Teleqraphrc transfers (TTs) and-Lq plyrnE4s
Real Trme Gross Settlement (RTGS)/cleannq t4t,326,766,000

3 Cash requrrement requests 88,230.940.000
Total amount drawn 459,507,273,OOO

Service provider Activities undertaken and Justifi cation Total Payments
(UGX)

PWC-Comprlahon oF

an rnventory of
assets. lrabrlrtres and
equrty of CBL

Apply therr expertrse rn order to comprle an
rnventory of the assets, llabrlhes and equrty of
CBL

345,087 ,788

PWC- Investrgatron
and Forensrc Revrew

Use therr expertrse to conduct a forensrc audrt
for purposes of determrnrng the banks accurate
net worth rn vrew of the gross rnaccuractes tn
statutory reportrng rdentrfred dunng the BOU
on-srte examrnaton.

936.495.046



KPMG- lnformahon
Technology Secuflty
Testrng and Drsaster
Recovery Gap
Assessment

KPIYG was engaged to manage the bank's IT
resources at the trme of entry and takeover of
the bank,

To conduct a hrgh level assessment of the
robustness as Well as the secunty of CBL'S core
bankrnq system (T24)

To rdentrfy the requtred tnterventtons to
rmplement a fully funcUonal Drsaster Recovery
facrlrty as well as to perform a vulnerabrlrty
assessment oF the bank's computrng
envrronment

42A,A92,011

KPMG- Provrsron oF

Informatron
Technology
Technrcal Support

Followrng the takeover, BOLI engaged KPN4G to
provrde IT support to BOU team because BOU
IT team drd not have a competent and
expenenced resource wrth requ|srte experttse
regardrng CBL'5 core bankrng system (T24).
The confrdenhalrty of the rnformatron could
mostly be guaranteed by usrng an tndependent
resource It was also drffrcult to rely on the
staff of CBL

190,479,847

KPMG- Provrsron of
IT Technrcal Support

The fees were brlled as work progressed and
was based on the trme requrred by the
rndrvrduals assrgned to the engagement plus
drrect out of pocket expenses and VAI

302,2s4,gsA

MMAKS
Advocates-
Transactron advrser

Offer legal advrce dunng rnterventron,
resoluhon of CBL and advrce on the sale oF CBL
assets and assumptron of habrlrtres

914,272,722

MMAKS Advocates Commrssron (5olo) of monres recovered from
CBL shareholders

3 ,073 ,678,67 4

Termrnal benefrts
SEMAGANDA &
ASSOCIATES

133,854,299
5 117 386 364

Valuatron and surveyrng of lvlr Sudhrr
Ruparelra's propertres - 11n050

MERIDIAN
SURVEYORS-

Surveyrng Of lvlr, Sudhrr Ruparelra's propertres -
11n050
Legal servrces (HK$37,977 .55)

21,500,000

Cohen and Collrns
Sohcrtors and
Notafles

17,433,000

Facrlrtatron Facrhtatron for the specral exercrse (CBL) 720,406,401
Ultrmate secunty Payment to (Statutory I\4anager Emoluments) -

Guard Fees

2,666,800

1?.,204.347,gtoTotal
Source BOU documentat@n

Recoverv of the iniected funds

In the event that Central Bank tntervenes in the fatled bank, Sectton 93 of the

FIA 2004 gurdes that all costs of management by the Central Bank shall be

payable by the financial rnstrtutron and shall be a debt due from the flnancial

rnstrtutron to the Central Bank,

BOU rnlected rnto CBL a sum of tJGX.478.8bn for liqurdrty suppot and other

rnterventron costs. Therefore this amount became a ltabtlity of CBL to BOU.
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A sum of UGX.126bn had been recovered leavrng a balance of UGX.352.7bn

as per the table below;

Table 48: showi recoveries of the i funds

9ourcc P&A, CSRA agreemena 4OU DFCU Lmfted recetvable accounls statemen| schedule of hqudiy
support to CBL and CBL fundtng accoutlt statenents and CBL settlement account

Accordrng to BOU management, the rnjected funds were to be recovered

through the P&A and clarms against CBL shareholders.

The followrng were observed;

i. Recoverv of UGX.200bn liabitity from DFCU

Aftrcle 2 1 of the P&A provides that on and sublect to the terms of this

agreement, the buyer hereby assumes the habrhtres of CBL wrth effect

from the completion date and agrees to fully drscharge the same on therr

due dates (rf any) for payment.

Schedule 3 of the P&A'summary of excluded habrlrtres' provrdes that the

amount owed by CBL under the BOU facrlity to be paid by DFCU shall not

exceed uGX.200bn.

Pursuant to schedule 3 of the P&A, BOU srgned an agreement wrth DFCU

for the settlement of the UGX.200bn assumed lrabrlity on 25th January,

2017er where DFCU agreed to settle the habrhty wrthrn 30 months

commencing 1't October 2017. Fufther, DFCU was to provide secunty in

form of treasury brlls (wrth less than 91 days matunty) on the completron

date.

I noted that the tvvo pafties were complyrng with the terms of the

agreement.

Sources of recovery
Amount to be
recovered

Amount
recovered Balance due

DFCU - 200bn labrlw 200.000.000.000 98,359,207 ,091 101,,640,192,909
DFCU - 50 zbn lrqurdrty
support after 31'r December
2016 s0.206.s22.909 27 .762.209.084 22,444 ,313 ,825

CBL rn RecervershrD 228.624.087 .00L 0 228,624,087 ,001

Tota I 478,830,609,910 L26.tzt,4L6,175 352,709,193,735

' SOU DFCU UGx 200bn rabr ty asreement
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Accordrng to BOU-DFCU lrmrted recervable account statement number

305.144037.1 held in BOU, DFCu has so far patd UGX.98.3bn tn 4

tnstalments as tndtcated tn the table below. At the time of wfltrng thrs

report, a sum of UGX.101.7bn out of the UGX.200bn ltabtltty was

outstandrng.

Table 49: Showi seftlement of the UGX.2OObn liabil

Source BOU DFCU Lmted recetvable accounts statement Fron BOU

ii. Omission of interest from the UGX.2OObn liabiliw aqreement

between BOU and DFCU

According to the UGX.200bn habrlrty agreement/ BOU agreed that DFCU

pays the assumed habrlrty over a perrod of 30 months commenctng the 1"

day of October 2017, However I noted that the agreement drd not

provrde for interest on the outstandrng debt desprte the long repayment

perrod. As a result. BOU recognrsed a loss of UGX.39.478bn rn the

statement of proflt or loss and other comprehensrve income,e3 and note

22-Loans and advances to commercral bankse4. BoU based this

computatron on srgnificant assumptron in determrning the falr valuatron of

UGX.200bn due from DFCU bank whrch was drscounted usrng estrmated

Treasury Bonds over the two and half year repayment peflod.

Omrssron of rnterest on the outstanding debt rn the liabrlrty agreement

meant that BOU will bear the rrsk of loss aflsrng from inflatron and trme

value of money.

Accordrng to the Board minute no.3758.1 'consderation of the bnef on

the Crane Bank resoluttotf part 5 of the specral board meetrng no,335

held on 27th January 2017es. BoU Board resolved that UGX.200bn

assumed liabilrty would accrue interest at the Central Bank Rate (CBR) on

'_ Statpment of prof t or loss and other .omprehen;rve n.onre for the penod end€d 30" lune :017 page 93

"Note 22 Loens and ad!anc€s to commercra bdnks pa8e 130
'r Specrrl borrd rreetrn8 no l15 he d on 27'h lrn,rJ, y 2al wce 1
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Sn Date of payment Detarls Amount pard

39 ,436 ,233 ,9941 u0717017 Berng recognrtron of farr value
adlustments on DFCU
recelvable as at 30 June 2017

18.922.973.0972 4170/2077 DFcU 1't settlement on loan
3 3U7212017 2"dBerng recerpt of

rnstalment from DFCU
20,000,000,000

4 37/03/2018 Berng recerpt of 3d rnstalment
from DFCL,

20,000,000,000

98.3s9,207,091Total



a reducrng balance basrs and to be recovered from the clatms to be made

by BOU on the Shareholders.

I observed that the Board posttton to charge tnterest on the UGX.200bn

habilrty assumed by DFCU could not be lncluded tn the p&A and the

UGX,200bn ltabtlity agreements with DFCU since these were stgned two

days before the Board meettng. In the exit meetrng held on 22nd June

2018 at OAG, BOU management explarned that the Board was only

rnformed to rattfy the decrsrons made by management srnce the Board

delegates powers to the Governor to make such decrsrons.

BOU management further explatned that the Board resolved to recover

the sard rnterest from the shareholders of CBL and not from DFC|. The

purchase and Assumptron agreement had already been signed,

iii. Recoverv of Liouidiw support iniected into CBL after 31"1

December 2O16 of UGX.50.2bn from DFCU

Arttcle 4.2 of the p&Ae6, DFCU agreed to retmburse BOU the total amount

of the ltqutdtty support to CBL after 31't December 2016 applted to set e
customer depostts and or rssue of new loans.

Artrcle 4.5 of the P&As7 requrred that for amounts payable under clause

4.2 above, rf a sum payable ts tn excess of UGX.25bn. the buyer wtll pay

UGX.25bn to the Recerver wrthrn 7 days from the last day of the

adlustment perrod and the outstandrng amount payable wrthin 3 months

from the last day of adjustment penod.

Requests by the statutory manager and Tevrew of UGX CBL fundrng

account number.317.144033.1 or USD CBL fundlng account number

377.744034.1 bank statements indtcated that a sum of UGX.50.2bn was

rnjected rnto CBL as lrqurdrty suppo ft after 31't ber 2016 as shown

rn the table below.

CB- Pu.c.a\p & As!Lmptro- aB.ae^rerl pJEe d_'CBL prr.n:1p & 6\\1.-pt,on 
"gr""n 

o-r u,;e y
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Table 50: Showin amount i

Total

'! nepayment of creLlrt fa.rl t e\ ocrob€r 2016 ro l. tuaty 26" 2oL7

after 31 L2 2016

206 523 000
Source schedule of lqadtty suppott to CBL and CBL Fundng account statements from BOU

5

According to BOU management the UGX.50,2bn was settled as per the

reconcilration in the table below;

Table 51: Showing settlement of the UGX,sO,2bn injected after
3ls December 2016

Clause
5.3 and
schedule
3

Source Computa1on ol the Amount Debted off DFCU bank Lmted's Accounts fron BOIJ

*+ Accordng to Clause 4 4 the funds n respect of Non-performng Assets

(Guarantees) of UGX.22.4bn were to be settled by DFCU from fime to ttme based

on recovefles from the assets. At the fime of wrtng ths repoft, these funds had

not been recovered.

sln Date Amount iniected
3ltl20L71

2 4 /1120t7
22 000041 350

7,526,591.000
3 9 /112077 20,638.582.000

DUE FROM DFCU UGX UGX Basis as
per P&A

Balance as at December 31
2016

419 ,Oa4 ,016 ,212

Balance as at lanuary 27
20t7

469 ,290 ,539 ,t2t

lanuary Fundrnq (drf Ference) 50.206.522.909 50,206.522.909
Less:
Operatrng expense - lanuary
201.7

3 ,194 ,862,847 Clause
4.1

Termrnal beneftts 4,890,313,754 Clause
5.3 and
schedule
3

Termrnal beneftts (atr ttckets-
expatnates)

227,072,670

Shareholder's
(usD.3.o0o,o00)

funds 10,183,s40,000 Clauses
1117
and21

Funds rn respect
Performrng
(Guarantees)+*

of Non
Assets

22,444 ,313 ,825 Clause
4 2(r)
and44

40.940.103.036 (40,940,103,036)
9,266,479,A73Balance Due From DFCU

Bank Ltd (arsrng from
reconcrfiatron of the CBL
fundrnq Account )
Add
Amount collected by DFCU on
Insrder accounts (UGX)
Amount debrted off CBL
accounts by BOU between
October and lanuary 2017q3

3,92s,000

(301 ,664,181)

Schedule

Scheduli
2

(3O3.739,7a7)

Amount to be paid by
DFCU

8,962,680,086
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On 9th May 2017, the reconcrled amount of UGX.8,962,680,086 was

credrted on the CBL Settlement Account UGX number 317.144035.1.

2,9.5 Excluded assets and liabilities

BOU entered rnto a Purchase of Assets and Assumptron of lrabrlities agreement wrth

DFCU where all assets were transferred and habrlrtres assumed by DFCU except the

excluded assets and liabllrtres as per schedule 2 and 3 of P&A. I revrewed schedule 2

and 3 of the P&A to estabhsh whether recovenes are berng made from the excluded

assets and whether all the excluded lrabrlrtres are being settled. The following tssues

were observed;

Excluded assets

The following issues were noted;

i. CBL insider Ioans of UGx.63.6bn

Accordrng to schedule 2 of the P&A agreement between BOU and DFCUee and

BOU report on comprlatron of the inventory of assets, ltabtltttes and equity of CBL

as at 20th october 2016100, Insrder loans amountrng to UGX.63.612,647,000

formed part of the excluded assets. The agreement rndicated that these were to

be recovered by BOU.

At the time of writrng thrs report, BOU had collected a sum of USD.1,141,102

(equivalent to UGX.4,119,341,355) from these loans leavtng a balance of

UGX.59,493,305,645. The loan flles and the collaterall0l are sttll tn BoU custody.

ii.@
According to schedule 2 of the P&A agreement bewveen BOU and DFCU; the

nghts of CBL to clarm agarnst rts shareholders. directors or other partres for

wrongs done pflor to takeover date (CBL shareholders interest) and for any

losses occasroned by rrrecoverable and or unrecovered loans advanced or

managed rmprudently and subsequently written off would remain wtth the

Recerver (BOU).

" Scheaule : ot ttre gOU and DFCU P&A for CBL a55er5 .nd r;br rtrps - €x.lrded assets p.ge 21
1o aOU report or cornprlatron ot the nventoryofisseh,labrlne5.ndequtyofCBL.set20'r'October2016paBe21
t'' 

cBL hsr of rnsrder ed r I es
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In a Special Board meetrng no.335 held on 27th January 2017, the BOU Board

observed that the forensrc audrt rnstituted by BOU and undertaken by PWC

rdentrfied related party transactrons amounting to USD.97m and inslder loans of

uGX.63.6bn102. Subsequently, the Board recommended that BOU recovers the

funds from the CBL shareholders.

At the trme of wfltrng thrs repoft, BOU had collected a sum of USD.15.5m

(approxrmately UGX.55.9bn) from the CBL shareholders.

i ii. Tax refunds

Accordrng to schedule 2 of the P&A, any credit or refund of any tax rn respect of

supphes made to or by CBL or profits or gains made or deemed to have been

made by CBL, rn each case before the completion date were excluded from the

P&A and therefore not taken over by DFCU. The tax refund could not be

estabhshed because financral statements for the perrod ending 31't December

2016 prepared by BOu were not srgned by both BOU and the Audrtor. Besrdes,

accounts for the penod between 1't lanuary 2Ol7 and 25'h January 2017 (P&A

completron date) had not been prepared at the time of wnting thrs repoft. I could

not therefore estabhsh the tax refund due to CBL rn Recervershrp.

BOU management explarned BOU had procured PWC to audrt the Crane Bank

Irmrted for the peflod between 1st lanuary 7017 and 25th January 2017.

Excluded Liabilities

Accordrng to Schedule 3 of the P&A agreement, excluded liabrlrtres included,

termrnal benefits, tax lrabrlrtres, liabilrty for payment of ground rent in respect of

the lYeera Investment Limrted (MIL) propertres, rent rn respect of the other

propertres rented by CBL pnor to the completron date and any other habrlrtres of

CBL not known by the partres at the completion date.

A revrew of schedules of termrnal benefits and correspondences between BOU

and DFCU relatrng to rermbursement of termrnal benefits rndrcated that

UGX.s,117,386,364 was incurred as termrnal beneflts for CBL staff.

'n2 Specralborrd meet n6 no 335 held on 27' lanuary 2017 page 4
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However I could not estabhsh status of other excluded habrlrtles srnce the

financral statements for the perrod endrng 3l't December 2016 prepared by BOU

were not srgned by both BOU and the Auditor. Addrtionally, accounts for the

perrod between 1't January 2017 and 25th January 2017 (p&A completton date)

had not been prepared at the time of wntrng thts report.

BOU management explatned BOU had procured PWC to audrt the Crane Bank

lrmited for the perrod between 1st January 2077 and 25th January 2017.

2.9.6 Preparation of a Statement of affairs
Sectron 99(3) of the FIA 2004 states that notwithstandtng anythrng in the Compantes

Act, where any proceedrng for the hqurdation of a financral institution ts commenced

under thrs Section, the Central Bank or any other person appornted by the Central

Bank shall be the ltqutdator of the financial instttuhon.

Sectron 106(1) of the FIA 2004 requires the liqurdator to keep proper financral

ledgers and financral records rn a manner prescribed by the Central Bank in whtch

shall be recorded all frnancral transacttons relating to the hquidatton.

BOU as the hquidator was expected to prepare a statement of affarrs for CBL in

recervership but thts was not done.

BOU management explalned that CBL is strll under receivershrp and has not yet

progressed tnto ltqutdatton, At the appropnate ttme, followtng completton of the

current court cases, a statement of affatrs wrll be prepared tn accordance wtth the

law,

John F.S. Muwanga

AUDITOR GENERAL

KAMPALA

27th August, 2018
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Appendix 1: Detailed schedules of liabiliw
Bank Classification of liability 1998

(bn)
2001(bn) 2002(bn)

International
Credit Bank
Limited

Customer deposrts

Government clarms

Balances due to local commerclal
banks

Ealances due to banks outsrde

Uganda

16 693 18 498 18 498 0 0

0 0 0 18 498 1.1 969
1 009 1 028 1028 1028 0.733

1.0 697 10.697 10.697 0 0

1.295 1,295 1295 1 295 0.915

1 624 t 917 1 917 7 917 1355

0.776 0,730 0 730 0 0

o 777 2.667 2 724 24 232 3 389

3.008 3,570 3 634 0 0

4 339 13 081 13 081 0 0

0 0 0 0 007

40.214 53.443 53.508 46.97 18.431

200s(bn) 2016(bn)

Bank Classification of liability 1999(bn) 2O01(bn) 20o2(bn) 2oos(bn) 2015(bn)
The Co-

operatrve
Bank Lmrted

Customer deposrts

Other lrabrlrtres and
provrsrons

Admrnrstered funds

Lrqurdatron expenses

Deposrt rnsurance fund

Government oF Uganda

PAYE

NSSF

Corporatron tax

Clarms venfred and
recommended for payment

Clarms pendrng VenFrcahon

Total

s5 31 0 0 0

9 304 10 961 5,939 0 0

2.521 2,508 2.508 0 0

0 4 450 4 999 6 960 0.11s

0 0 15.860 23 586 3 480

0 0 32 266 21,894 11,086

0 0 0 334 0 0

0 0 0 066 0 0

0 0 1 518 0 0

0 9790 0 0 2.916

0 0 0 3 9t3 0.821

65.207 74.229 63.49 59.329 16.481

2016
(bn)

Greenland Bank
Lrmrted

0

Ba nk Classilication of liability 1999
(bn)

2002
(bn)

2005
(bn)

Customer deposrts

Commrtments due to other
banks,

64 912
9,207

3 684 3 496

9 201 9 207 7 322

Deposrt protectron Fund 0 15 559 15 561

8,219

11 410

Lrqurdatron expenses 0 6,884 0

Other Credtors. 0 0 0 0 t22

Other unsecured Credrtors 0 2.t62 2.629 27 430

NSSF Fund Contnbutron 0 0 007
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['4rnrstry of Frnance

Due to Bank Of Uganda

0 22 469

24 208

22.869

24 208

25 577

24 053 20.516

Bank of Uganda on account of
deposrtors

Other bank of Uganda clarms

0 4.120

0106

4 571 0

UCB- Interbank placements 0 16.938 15 938 16 938

Admrnrstered Funds 0 2.759 2 759 2.759

Interest Payable and other
Lrabrlrtres

4 055 0 295 0.295 0

Total [abrlrtres

1o2.227 108.799 110.a66 112.135

0106 0
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Aooendix 3: CBL Assets and liabilities transferred

CBL Annendix 4: Reconciliation of Liouiditv SuDDort to CBL

REF.
No

Date of
request

s/n Assets PWC as at
20 I LO l2OL6

(UGX.Bn)

DFCU as at
27 I tl2OL7

1 Cash and balances wrth BOL, 56 36
2 DUE FROM Bankrnq Instrtutrons 10 00 11 96
3 Denvatrves at farr value 0.47 0

4 Government secufltres 164.47 166 54
Corporate bonds t.77 0.60

6 Investment rn equrty shares 1,4 75 74.L7
7 Net loans and advances 764 02 529.97

9
Other assets
Cor porate tax recervable

9.9s
t3 4L

7.56
0

10 Property and Equrpment 77.55 79.27
11 Operatrnq lease preDayments 11.60 1 1.31
12 Intanqrble assets 750 0

Goodwrll 0.69 0

l4 Investment rn subsrdrafl es 33.77 34.32
Total Assets LTgL,7 911.96
Liabilities

1 Customer 977 t9 674.96
2 Due to bankrnq Instrtutrons 61.47 37.t4
3 Due to Bank of Uqanda 78.62 200
4 Other borrowrnqs 277.62 109 13

Other habrlrtres 27.93 36.48
6 Deferred Tax Lrabrl rty

Total liabiliW
19 82 0

1322.55 to57.tL

EquiW and Reserues
1 Share caprtal 210.00 210.0 0
2 Shareholders Caprtal contnbutron 27.02 15.84
3 Accumulated losses (370 98) (439 78)
4 Farr value reserve 3.01

0

2.32
0Requlatory reserve

Total Equity and Reserve (130.95) (211.62)
Other labrlrtres not taken over by BFCU 0 228 1

Shareholders' deficit at takeover (439.72)

Date of
Approval

Request USD uGx/usD-
UGX
equivalent
('000)

Number of
Beneficiaries

A1 21-Oct- 16 21-Oct-16 To serye crane bank branches 77,500,000 46
A1 21 Oct 16 21-Oct-16 To obtarn cash dollars from local

banks agarnst RTGS to pay uS
dollar deposrtors

2,000 6,888,880

A2 24 Oct.16 24-Oct-16 Cleanng 5,500,000

11



A2 24-Oct-16 24 Oct-16 Outward RTGS payments 10,600,000 42
A3 24-Oct-16 24-Oct-16 Outward USD TT payments through

new York
5,870 20,276,389 99

A3 24-Oct-16 24-Oct-16 Letters of Credt Payments 3,780 13,057,027
A3 24-Oct-16 24-Oct-16 Outward USD RTGS Payments

(Funds requrred rn Bank of Uqanda)
1,900 6,563,056 37

A4 25-Oct-16 26-Oct-16

25-Oct-16 26-Oct-16

Outward USD TT payments through
new York
Ouhvard USD RTGS Payments
(Funds requtred rn Bank of Uganda)

3,890 13,452,048

17 ,11J ,6454,950 29

A4 25-Oct-16

26-Oct- 16

26-Oct-16

27 -Oct-16

28-Oct-16

Cash requrrement

Outward USD RTGS Payments
Funds urred rn Bank of U nda

Outward USD TT payments through
New York

1,000

1.,670

1,900

3,458,110

29A5 5,783,861

27-Oct-16 6,580,536

A6 27 -Ocl-16 28-Oct-15 Outward USD RTGS Payments
(funds requrred rn Bank of Uqanda)

900 3,1t7,096

A6 28-Oct-16 28-Oct-16

28 Oct-16 28-oct-16

Outlvard RTGS

Cash requrrement Kampala

s,000,000
A6 3,900,000

A6 28-Oct-16 28-Oct-16 Cash requrrement lYbale 700,000

A6 28-Oct-16 28-Oct-16 Cash requrrement ltnla 400,000

A7

A7

31-Oct-16 31-Oct-16

31 Oct-16

Outward USD TT paymenLs

Outward USD RTGS Payments
(funds requtred rn bank of Uganda)

1,850 6,410,528

4,677,953

20

31-Oct-16 1,350 13

A7

E
31-Oct-16 31-Oct-16

31-Oct-16 31-Oct-16

Outward RTGS

Cash requrred (Mbale and Jrnla)

5,600,000

1,400,000

A9

A9

1-Nov-16

1-Nov-16 1-Nov 16

1-Nov-16 1-Nov- 16

2'Nov-16

Outward USD TT payments through
New York
Outward RTGS Payments (funds
requrreq rn Bank of LJqanda
Funds requrred tn RTGS account tn
BOU

Outward USD TT payments through
New York

1,260 4,371,3A1

763,2s7

1,734,675

220

s00

1,030 37

A9

A10 3,580,s79

A11 4-Nov-16 4-Nov-16 Outward USD TT payments through
New York

1,160 4,049,931 18

All 4-Nov-16 4-Nov-16 Funds requrred rn RTGS Account tn
BOU

1,410 4,922,761 6

A11 4-Nov-16 4-Nov-16 Cash requrred 250 872,830

412 7-Nov-16 7-Nov-16 Outward USD TT payments through
New York

5,775 20,27 8,566 ?o

412 7-Nov-16 Funds requrred rn RTGS Account tn
BoU

610 2,141,978

A13 9-Nov-16

9 Nov-16

10-Nov-16

9-Nov-16 OuhYard IJSD TT payments through
standard chartered bank New York
Funds requrred tn RTGS account tn
bank of LJqanda

Outward LISD TT Payments through
standard chartered bank new York

3,256

425

1,892

11,436,374 3

18

A13 9-Nov-16 1,492,770

A14 10-Nov-16 6,658,913

41.4 10-Nov-16 10-Nov-16
11-Nov-16 11-Nov-16

Funds requrred
Outward USD TT payments through
standard chatered bank New York
Ouhvard USD RTGS
payments/clea n nq/cash

114 401,224 B

16A15

A15

290 t,024,s90

738,41211-Nov-16 11-Nov 16 209 2

A16 14-Nov-16 14-Nov-16 Outward USD TT payments through
standard chartered bank New York

629 2,23L7A6 l1



At7 16-Nov-16 ouhvard USD TT payments through
standard funds requrred rn New
York

933 3,340,168 5

A18 17-Nov-16 17-Nov-16 Outward USD TT payments through
standard chatered bank

579 2,O78,776 )o

A19 23-Nov-16 23-Nov-16

23-Nor,-16

Funds requrrement 10,290,000

t5,677 ,98623-Nov-16 Outvvard USD TT payments through
standard chartered Bank New York

4,326

420 24-Nov-15 24-Nov-16

25-Nov-16

28-Nov-18

Provrsron for cleanng RTGS/EFT

Ouhvard USD TT paymen[s through
standard chartered Bank

10,000,000

5,1.25,5 /3

18

30

4

A20 25-Nov-16 1,413

A2t 2B-Nov-15 Provrsron for cash/cleanng/RTGS 10,000,000

A21 28-Nov-16 2B-Nov-15 Outlvard USD RTGS
payments/cleallnq/cash

Ouhvard LISD RTGS
pqyltentslllCqMg&E!h
Outward LJSD TT paymenLs through
standard chartered Bank New York

852 3,089,233 6

422 30-Nov-16 30-Nov-16 289 1,048,966 2

A23 2-Dec-16 2-Dec-16 1,,259 4,s68,911 46

424 7-Dec-16 7-Der-16 Outward USD TT paymenLs through
standard Chartered Bank New York

1,s62 5,645,412 13

A25 12-Dec-16 12 Dec-16 Outward USD TT payments through
chartered Bank New York

3,1L0 13,302,799 2A

A26 13-Dec'16

15-Dec-16

13-Dec-16

15-Dec-16

Outward USD TT payments through
standard chartered Bank New York

822 2,938,470 30

19A27 Outward USD TT payments through
New York

1,093 3,929,816

A28 16-Dec-16 16-Dec-16 Outward USD TT payments throuqh
standard chartered bank New York

3,308 11,866,821 2t

A29 23-Dec 16 23-Dec-16 Outward USD TT payments through
New York

599 2,139,928 2t

A29 19-Dec-16 22-Dec-16 Outward USD TT payments through
New York

1,547 5,526,658 22

A29 21-Dec-16 21-Dec-16 Outward USD TT payments through
New York

663 2,368,s68

A29 22-Dec-16 23-Dec-16 outward USD TT payments 472 1,686,220

A30 28-Dec-16 29-Dec-16 NSSF Frxed Deposrt 10,000,000 1

A31 27 -Dec-16 29-Dec-15 Payment of Letters of Credrt

Outward USD TT payments through
New York

6,t70 22,042,325 5

A32 3lan-17 3-)an-17 2,080 7,526,397 l2

A33 g lan 17 9-Jan-17 Outward USD TT payments through
New York

t,867 6,776,743

A33 9-Jan- 17 1O-)an-77 Provrsron cleannq/cash/E FrlRTGS 13,855,000 10

Total 459,5O7,273

Schedule A-Documents Reviewed
s/n Document revrewed Purpose

1 Frnancral Instrtutons Act 2004
and the Frnancral Instrtutrons

Statue 1993.

. To confirm whether the rnventory count was properly undertaken

. To conflrm whether the statutory manager peformed hts duttes as

expected,
. To ascertarn whether the procedures for prepanng the Inventory

reports at closure were followed.

' To confrrm whether all the [abrlrtres were supported wrth schedules

and settled rn hne wrth Sectrons 105 and 106 of the FIA.
. To establsh whether funds rnto and out of the DPF were properly
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managed,
2

3 Statements of affatrs

assumpttonPurchase and
agreements

4 Inventory reports

To rsolate assets taken over by BOU and how they were recorded
and accounted for,
To rsolate lrabllrttes taken over by BOU and how they were Tecorded
and settled
To establlsh whether the llabrl
detarled schedules,

rtres were properly recorded wrth

5

costs were elt rble
To estabhsh whether the rnventory was prepared rn accordance wtth
FIA/FIS procedures
To establtsh whether the lrabtlttres were properly recorded wrth
detarled schedules.
To establrsh the Vanances between the Inventory repod and
statement of affatrs and followed up through tnqutry and document
revtew.

Bank statements/recovery
account statements

To ascertatn the total cost rncurred on hqutdatron and whether the
rosts were eltqtble

B-

To establtsh the Vaflances between the Inventory report and
statement of afFatrs and followed up through rnqurry and document
TEVICW

To estabhsh the total cost anstng out of the lrqurdatlon process,
To ascertatn the total cost rncurred on ltqutdatron and whether the

Pu
To obta rn responses to the matters ratsed tn the draft
mana ment letter

To obtarn rnformatron on the resolutton of the defunct banks

To drscuss the process oF resolutron of NBC

To obtarn clanflcatton on the tnformatton submrtted by CBL
shareholders to the Audrtor General.

I
Sn Person interviewed
1 Deputy Governor BOU

Statutory I\'lanager CBL2 tarn responses to the matters ratsed rn the draftTo ob
mana ement letter

3 Legal Counsel BOU To obtatn responses to the matters rarsed rn the draft
ma ment letter.

4
rvrsron BOll

Incomtng Executtve Dtrector

5

6

Outgorng Executtve Dtrector
Supervtston BOU
Drrector Commerctal Bank

To ascertatn the process of CBL resolutron

process of resolutton for ICB, Greenland andTo drscuss the
Cooperatrve

7 Deputy Drrector Commerctal
Bank
7 Senror Pnnctpal Bank Omcers To obtatn tnformabon on the resoluton of the defunct banks
Chref Executtve Omcer DPF9 To understand the

the defunct banks.
applrcatlon of the DPF In the resolutron of

10 Head of Admrntstratton and
Lrarson DPF

e applrcatton of the DPF tn the resolutton ofTo understand th
the defunct banks.

11 Charrman CBL group To obtarn claflfr
shareholders to

catron on the tnformatton submrtted by CBL
the Audrtor General-

12 Drrector CBL group

13 CBL lawyer/advtsor

74 CBL consultant catron on the tnformatton submttted by CBL
the Audrtor General.

To obtar
sharehol

n clanfi
ders to

To obta Cn la ficatr onon the nformatr subon m tted Bc Lby
has tdreho T5e to he dAU to r Genera
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