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Good morning ladies and gentlemen, 

 

I would like to welcome you all to this workshop and thank you for having 

made time in your busy schedules to be with us here today. In my remarks, I 

want to briefly set out the motivation and aims of the workshop.  

 

Board Directors play a crucial role in the governance of financial institutions. 

This is made explicit in our banking legislation – the Financial Institutions Act 

(FIA) – Part VII, which sets out the responsibilities and duties of the Boards of 

Directors and the broad corporate governance framework. You will all be 

familiar with the Act and what that entails for your own role as Directors; so I 

do not intend to pursue that further this morning. Instead I want to focus on the 

main purpose of this workshop, which is to familiarise you with the recent 

regulatory innovations in the Uganda financial sector and what this implies for 

the financial institutions on whose boards you sit.  

 

The regulatory innovations we will be discussing in this workshop originate 

from two sources: the 2016 amendments to the FIA and the promulgation by the 

International Accounting Standards Board of the International Financial 

Reporting Standards 9 (IFRS 9). 

 

The 2016 amendments to the FIA enable banks to make significant changes to 

their business models, which will allow them to introduce new financial 

products and new ways of delivering services to their customers. These changes 

give banks the potential to expand their business and at the same time to reduce 

their operating costs.  



2 
 

The three key changes are the following: 

i) Banks will be allowed to sell insurance policies, using their own premises 

and staff, although the financial liabilities and assets involved in these 

insurance policies will not be held on the banks’ own books but in those 

of separate insurance companies. This is termed bancassurance and we 

hope that this will stimulate the growth of the insurance market in 

Uganda, which is currently small and underdeveloped. 

 

ii) Financial institutions will be allowed to offer Islamic financial products, 

which are products on both the liability and asset side of the balance sheet 

which don’t involve an explicit interest payment. However, it is important 

that bank customers understand what this means. Even if a bank does not 

charge an explicit interest rate on a loan, it still has to cover all of the 

costs of providing finance – the costs of capital, the transactions costs and 

the expected costs of loan losses – through other types of income charged 

to the borrower.  

 

How Islamic financial products will work in practise, and the safeguards 

which must be put in place for both lenders and borrowers, entail 

complex issues and it will be essential for Boards of Directors to fully 

understand these issues if their financial institutions are intending to offer 

these products to their customers. 

 

iii) Banks will be able to engage in agent banking. This means that they will 

be allowed to employ licensed agents to transact with their customers; for 

example to collect deposits. In principle this should allow banks to 

establish a presence in localities where it would not be cost effective to 

operate a conventional brick and mortar branch, thereby extending access 
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to banking services to the population. It may also provide an avenue for 

banks to lower their operating costs.  

 

IFRS 9 was introduced in Uganda, in common with many other jurisdictions 

around the world, at the start of 2018. The motivation for IFRS was the 

deficiencies in accounting standards in relation to the assets of financial 

institutions which were exposed by the global financial crisis of 2007-08.  

In essence, financial institutions, including major international banks, were 

accused of having failed to take proper account of the potential impairment of 

their asset portfolios prior to the financial crises, thereby overstating the value 

of their assets and their capital. This led to the G-20 requesting the International 

Accounting Standards Board to reform global accounting standards.    

 

IFRS 9 replaces IAS 39 and includes three key components: i) the classification 

and measurement of financial assets and liabilities; ii) the estimation of 

financial asset impairment and iii) hedge accounting. IFRS 9 places emphasis 

on fair value accounting rather than historic cost accounting in measuring the 

value of financial assets. Of particular importance are the changes IFRS 9 

introduces for the measurement of asset impairment. IFRS 9 replaces the 

incurred loss approach to measuring the impairment of bank assets with an 

expected credit loss approach.  

 

In essence, whereas banks have previously valued their assets, and the 

provisions that they must make for losses, with reference to the past 

performance of these assets; under IFRS 9 they must adopt a forward looking 

approach and forecast expected losses in the future.  
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Boards of Directors have a crucial role to play in ensuring that their financial 

institution implements proper accounting practises. Therefore it is essential that 

Directors have a thorough understanding of the changes to financial reporting 

required by IFRS 9 and how these will be implemented in practise. 

 

I trust that all of you will find this workshop of value to your work as Directors 

of financial institutions and well worth the time that you have spared for it.  

 

Thank you for listening.      


