
DEPUTY GOVERNOR’S BRIEF TO THE CREDITORS 
OF THE CO-OPERATIVE BANK LTD ON 22ND MARCH 
2006 AT GRAND IMPERIAL HOTEL IN KAMPALA. 
 
 
Creditors of the Cooperative Bank Ltd (In Liquidation) 

The Liquidation Team 

Ladies and Gentlemen 

 

The Co-operative Bank Ltd. Closure 

 

Let me begin by welcoming you all to this creditors’ meeting, which 

is one of the steps towards winding up of the   liquidation of the 

defunct Cooperative Bank Ltd (CBL). 

 

Bank of Uganda (BOU) closed the CBL on the 19th May 1999 

pursuant to the provisions of the Financial Institutions Statute 1993 

(FIS) and immediately put it under Statutory Liquidation. The closure 

of CBL was done on account of insolvency occasioned by imprudent 

banking practices, which included poor credit underwriting standards, 

insufficient internal controls, internal fraud, and a weak board and 

inadequate senior management oversight all of which resulted into 

huge financial losses leading to insolvency. CBL was managed in a 

manner detrimental to the interests of depositors and contravened the 

provisions of the law. Internal audits were weak and failed to identify 

major financial manipulations bordering on fraud perpetrated by 

different ranks of staff and management. 
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Resolution of CBL 

 

Following the closure of CBL, which had a network of 24 branches 

and 6 agencies, BOU worked out a depositor payment strategy which 

included entering into agreements for the purchase of assets and 

assumption of liabilities of CBL by the existing strong banks.  

Deposits and certain specific assets were transferred and taken over 

by Standard Chartered Bank, Centenary Rural Development Bank, 

Uganda Commercial Bank Ltd, and Commercial Microfinance Ltd.  

 

BOU then embarked upon the liquidation of the remaining assets.  As 

required by the law, BOU had to take an inventory of CBL’s assets 

and liabilities and it accordingly appointed Ernst & Young (E&Y) to 

ascertain CBL’s financial position as at closure. The auditors (E&Y) 

established that the CBL was insolvent to the tune of Shs 4.3 billion 

i.e. its liabilities exceeded the assets by Shs. 4.3 billion.  

 

Liquidation Process 

As required by the law, BOU embarked on the process of liquidating 

the assets of the closed institution in order to distribute the proceeds 

to its creditors. I wish to point out that the process of liquidation has 

been greatly hampered by the quality of the loan assets of the closed 

institution. Some were not secured, others inadequately secured while 

others were not properly documented. Thus although we have been 

able to liquidate a sizeable portion of the assets, it is very clear that 



 3

not every penny will be recovered. It is also clear that the liquidation 

costs have to be stopped before they erode the net collections so far 

made. 
 

The following table summarizes the CBL liquidation collections and 

expenses as at December 2002. (In Billions of Shillings) 

 

Bank Total 

Loan 

Recoveri

es 

Cash & 

Other 

Assets 

Realized

Total 

Collection

s

Total 

Expense

s 

Net 

Proceed

s

CBL 16.5 3.9 20.4 4.1 16.3

  

The Distribution 

The law requires that the proceeds of the liquidation should be 

applied first to pay the liquidation costs since liquidation cannot be 

done without incurring costs. The balance will then be distributed to 

the Deposit Protection Fund/ depositors and creditors on a pro rata 

basis.   

The Government of Uganda (GOU) took a decision to pay all 

depositors’ balances in CBL including amounts that were not insured. 

GOU then assumed the right to the claims of all depositors in CBL. It 

therefore has a right to share in the liquidation proceeds on a pro-rata 

basis with other creditors.  
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External Audit 

 

In September 2004, BOU commissioned M/s 

PricewaterhouseCoopers to carry out the audit of the state of affairs 

of CBL in order to obtain a third party certification of the statements 

and comply with the provisions of the law before a distribution of 

liquidation proceeds is implemented.  The audit covered two periods; 

one from the date of CBL closure up to December 2001 and another 

to December 2002.   

 

Way Forward  

 

Given the interim results of the liquidation, BOU has decided as 

follows:  

 

1. To make an interim distribution of the proceeds of liquidation 

using the audited accounts for the year ended December 2002.  

 

2. Once the interim distribution of the liquidation proceeds as at 

31st December 2002 is made, BOU will engage a firm to take an 

inventory of the remaining assets, evaluate the existing loans 

and the related court cases, package and advertise them for sale 

to any willing buyer. Creditors will also be privy to this process 

and will be at liberty to choose from amongst themselves the 
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persons to represent them in the process of sale of the remaining 

assets. 

 

3. The proceeds of sale of the remaining assets will be added to the 

audited proceeds for the years 2003 to now and a final 

distribution will be made. The audits for the period January 

2003 to December 2005 are soon to be commissioned.  

 

Finally, I wish to point out that the verification of your claims has not 

yet been fully completed. One of the reasons for inviting you to this 

meeting is to inform you that BOU has set-up a verification team to 

look into the documentation of each and every claim and that team 

will recommend payment of claims or otherwise.  

 

In the course of the coming weeks, you will be provided with a 

schedule for each person to present their claim and you will be 

required to provide evidence supporting your claims. It is therefore 

important that you leave your contact telephone numbers in a book at 

the entrance.  

I wish you fruitful deliberations on identifying the most favourable 

options of concluding the liquidation process of CBL. 

 

 

Louis Kasekende (Phd) 

Deputy Governor 


