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1.0.0 GOVERNOR’S REVIEW 

The year 2006 has been one of mixed blessings. The Ugandan 

economy was affected by a severe drought which led to increases in 

the prices of food and energy. The increased cost of doing business 

also drove up the prices of domestically produced goods. In spite of 

these factors which threatened to undermine macroeconomic stability, 

the financial sector remained safe and sound and registered 

remarkable growth. 

Total assets of the financial sector grew by shs825.6bn (or 21%) from shs3986.6bn as 

at the end December 2005 to shs4812.2bn as at end December 2006. Likewise total 

private sector credit grew by shs482.4bn (or 34%) from shs1433.7bn to shs19216.1bn 

and net profit after tax increased by shs13.4bn (or 10.2%) from shs131bn to 

shs144.4bn over the same period.  20 new branches of financial institutions were 

opened up during the year as follows: 12 by Commercial Banks, 5 by Microfinance 

Deposit-taking Institutions and 3 by Credit Institutions bringing the total number of 

branches to 273. There was a merger of one commercial bank with a credit institution.  

The financial sector witnessed a successful Initial Public Offering (IPO) by Stanbic 

Bank Uganda Limited.  The bank issued an IPO in which 1 billion shares or 20% of 

its share capital was offered for sale to the public. The offer was over subscribed by 

200%. There were 37,449 applications (of whom 15,488 were Ugandan individuals 

and 407 Ugandan institutions.) for 3 billion shares worth shs211 billion.  Preference 

for allotment of the shares was given to Ugandan individual investors in line with an 

agreement between Government of Uganda and the bank. The results of this IPO 

illustrate the confidence which investors have in the financial sector. 

 In order to strengthen the regulation and supervision of institutions within the 

financial sector, the division of Forex Bureaus and Money Remittance business was 

transferred from the Trade and External Debt Department under the Research 

Function to the Non-Banking Financial Institutions under the Supervision Function. 

Following the gazetting of the Foreign Exchange Regulation 2006, fourteen money 

remittance institutions were licensed.  
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To facilitate the implementation of the Financial Institutions Act (FIA) 2004, three 

additional regulations have been drafted (External Auditors, Foreign Exchange 

business and anti Money Laundering) and circulated to stakeholders for their 

comments. The Supervision Function also carried out a survey to review the 

preparedness of financial institutions to implement Basel II. Two of the big banks 

have made reasonable preparations towards implementation of Basel II but the level 

of awareness of Basel II among the medium sized banks, small banks and credit 

institutions is still low. In line with the Monetary Affairs Committee (MAC) 

resolution for the three East African countries, Bank of Uganda will prioritise 

compliance with the revised Basel Core  Principals(BCP) for Effective Supervision, 

subsequently consider the implementation of Pillars 2 and 3 and progressively move 

to Pillar I under Basel II. 

The guidelines issued to financial institutions as derived from the FIA 2004 in the 

area of Classification and Loan Loss provisioning are not consistent with the 

requirements of International Accounting Standards (IAS) 39. In line with the 

convergence of Accounting Standards to a Single International Standard, financial 

institutions have been advised to disclose the levels of loan loss provisions as derived 

from a strict application of the IAS 39 and the Bank of Uganda guidelines for their 

audited financial statements.

With regard to closed banks, Bank of Uganda continues with the process of 

liquidation of the banks that were closed in 1998/1999, (The Cooperative Bank Ltd., 

Greenland Bank Ltd. and International Credit Bank Ltd.). In an effort to move out of 

the liquidation process, Bank of Uganda awarded a consultancy firm to implement the 

exit strategy. 

In pursuit of its mandate to establish a Credit Reference Bureau (CRB) Bank of 

Uganda selected a South African Company, Compuscan Information Technologies to 

implement the project. Bank of Uganda is facilitating negotiations between 

Compuscan and the users to agree on a fee and cost structure that will ensure 

sustainability of the CRB project.

In line with global trends, Bank of Uganda has taken initiatives towards improving the 

National Payments System. Electronic data transmission to improve the efficiency of 
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the clearing system and payment of School Fees /tuition using Electronic Funds 

Transfer system have been introduced. There has also been increased coverage and 

usage of the Interbank Switch, Personal Computer Banking and Telephone Banking. 

The vital role played by the financial sector in facilitating the growth of the economy 

cannot be over emphasized.  Bank of Uganda is challenged to promote the growth of a 

financial sector that is efficient and responsive to the changing economic and 

technological environment.  The dynamism of the sector calls for   on-going re- 

assessment of financial sector risk profiles, the institution of appropriate risk 

management frameworks and sound corporate governance practices. Consequently 

Bank of Uganda has regularly to revise the regulatory framework and supervisory 

procedures to keep pace with industry changes and international best practices. Bank 

of Uganda continues to equip its staff with appropriate technical skills and to enhance 

harmonization of Bank supervision among the three East African Central Banks.

Finally, I would like to acknowledge the support and commitment of all the various 

stakeholders which has enabled us to maintain a safe, sound and stable financial 

sector.

E. Tumusime Mutebile 

GOVERNOR
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2.0.0 ACCOMPLISHMENTS FOR THE YEAR 2006 

2.1.0 COMMERCIAL BANKING DEPARTMENT 

On-Site examinations 

In accordance with the departmental work plan, the Commercial Banking department 

inspected all the fifteen (15) Commercial Banks in the sector to ascertain their 

financial condition as well as the effectiveness of their risk management framework.   

Under the CAMELS rating model two (2) banks scored a satisfactory composite 

rating, nine (9) banks were rated fair while four (4) banks were considered marginal.  

On the risk management side, ten (10) banks’ composite risk rating was considered 

high with the remaining five (5) banks scoring a moderate composite risk rating.

Off-site surveillance 

The department continues to review daily, weekly, monthly, quarterly and annual 

returns to analyse quantitative indicators and using ratio analysis, evaluate the 

performance of each commercial bank. 

A well functioning off-site surveillance system provides for early identification of 

potential problems and emerging risks in financial institutions particularly in the 

intervals between on-site inspections. Such early detections may then trigger closer 

monitoring and supervision by the Central Bank thereby minimizing overall risk in 

the banking system. Offsite surveillance is considered a core component in the 

implementation of risk-based supervision.  

Financial Markets Intelligence Regulation and Resolution 

Bank of Uganda continued the process of drafting regulations to implement the 

Financial Institutions Act, 2004 (FIA 2004).  Following the gazetting of nine 

regulations in 2005, three additional draft regulations (External Auditors, Foreign 

Exchange Business and Anti Money Laundering) were prepared and circulated to 

stakeholders for their comments.  Once the comments are received and reviewed, the 

regulations will be sent to the gazette, a process expected to be completed in 2007.  
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 In the area of Corporate Governance, the Central Bank vetted all new Directors and 

senior managers under the fit and proper test.  Names of all senior managers that had 

not been vetted before were submitted and those who were suitable were approved.   

The division carried out eight follow-up examinations in 2006 to determine the extent 

of compliance with examination recommendations.   

2.2.0 NON BANKING FINANCIAL INSTITUTIONS DEPARTMENT

On-site Examination  

i) Credit Institutions 

The department conducted risk based on-site examinations of the five credit 

institutions to establish their financial soundness and their compliance with the 

provisions of the Financial Institutions Act 2004 and other regulations, guidelines, 

circulars and directives. Under the CAMELS rating system, three credit institutions 

were rated satisfactory and two were rated fair. The composite risk rating of four 

institutions was high while one institution registered a moderate composite risk rating. 

Follow-up examinations were carried out for two institutions to assess compliance 

with examination recommendations.  

ii) Microfinance Deposit-taking Institutions (MDIs)

The department conducted the first risk based on-site examinations of the four newly 

licensed MDIs. The composite risk rating for all the MDIs was high. Under the 

CAMELS rating system, three MDIs were rated fair and one MDI was rated 

unsatisfactory. Prompt corrective measures based on the onsite examination findings 

were prescribed to the respective institutions. The division subsequently conducted 

follow-up examinations of two MDIs to asses the level of compliance with the 

examination recommendations. Two more follow-ups have been planned for early 

2007.

Sensitization of the public on the legal provisions in the MDI Act 2003 was conducted 

and ad-hoc inspections on those suspected to be illegally taking deposits from the 

public were done as and when information was obtained. One institution was found to 
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be carrying out micro finance business in violation of the MDI Act 2003. The matter 

was handed over to CID for further investigations.

Plans are in advanced stage for the electronic submission of returns by the MDIs. This 

will be accomplished in the first quarter of the year 2007. 

Delegations from Ethiopia, Namibia, Mozambique and Cameroon were hosted to 

share experiences on the regulation and supervision of the microfinance sector.   

iii) National Social Security Fund (NSSF)

Bank of Uganda was appointed the interim supervisor of the NSSF on behalf of the 

Minister of Finance Planning and Economic Development with effect from 1st

January 2005 pending the establishment of a Social Security and Pension Sector 

Regulator. The department conducted a follow-up on-site examination of NSSF as at 

30th September 2005 to review compliance with previous recommendations. NSSF 

was operating without a board of directors from November 2004 to January 2006. 

This significantly impacted on the level of compliance on strategic related issues 

which required board consideration. 

Off-site Surveillance of Credit Institutions and MDIs 

Analysis of all statutory reports was accomplished to evaluate the trend of 

performance for each institution and follow ups were conducted where emerging risks 

were detected. Off-site surveillance focuses on the analysis of statutory and regulatory 

returns submitted to Bank of Uganda. This provides indictors of the performance of 

each institution, its performance in relation to its peers and the performance of the 

sub-sectors as a whole.

Supervision of Forex Bureaus and Money Remittance 

Early in 2006 Bank of Uganda management transferred the monitoring and 

supervision of Forex Bureaus and Money Remittance businesses from the Trade and 

External Debt Department under the Research Function to the Non-Banking Financial 

Institutions Department under the Supervision Function. This move was intended to 

consolidate Bank of Uganda’s regulatory role in licensing, monitoring and 

supervision of institutions within the financial sector in Uganda and tap on the 

Supervision Function experience in oversight and supervision over the sector.
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i) On-site examination

The Forex Bureau and Money Remitters Division conducted scheduled on-site 

examinations of eighty two (82) operational forex bureaus  (includes branches) for 

purposes of checking on compliance with the new Foreign Exchange Act 2004 (FEA 

2004) and Foreign Exchange (Forex Bureau and Money Remitters) Regulation 2006 

(FER 2006) before renewal of operational licences. Follow up examinations were 

conducted for the Forex bureaus which had issues regarding compliance to 

examination recommendations. 

i) Off-site Surveillance

Off-site surveillance over the Forex Bureau and Money Remittance operations 

continues to be done through analysis of daily, weekly and monthly returns.  

The department continues to educate the Forex Bureau and Money Remitters 

Association on the requirements of the FEA 2004 and the FER 2006 and Anti- Money 

laundering Guidelines issued in 2003. 
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3.0 A REVIEW OF PERFORMANCE OF FINANCIAL INSTITUTIONS 

3.1.0 PERFORMANCE OF COMMERCIAL BANKS 

i) Overview

During the year under review, the commercial banking sector remained sound and 

registered remarkable growth more especially in the level of intermediation as 

evidenced by the expansion in the total volume of credit, which rose by 35.4%.  

Overall, the key financial performance indicators were satisfactory.  The commercial 

banking sector continued to expand.  In 2006, twelve new branches were opened by 

eight banks. 

ii) Balance Sheet Structure 

The sector’s total assets edged up by Shs.770bn (or 20.9%) during the year under 

review from Shs.3,689bn at the end of December 2005 to Shs.4,459bn at the end of 

December 2006. This is much higher than the increase of Shs.374bn (or 11.3%) 

registered in the preceding year.

The sector’s total credit portfolio grew by Shs.445bn (or 35.4%) from Shs.1,258bn as 

at 31st December 2005 to Shs.1,703bn by 31st December 2006, indicating an 

accelerated increase compared to a growth of Shs.281bn (or 28.8%) registered in the 

previous year.

In terms of proportion, the volume of total credit portfolio as a percentage of total 

assets rose from 34.1% in 2005 to 38.2% indicating a significant change in the 

balance sheet structure and; more importantly growing intermediation by banks.  

While the banking sector’s total investments in government securities as a percentage 

of total assets reduced from 26.1% of the previous year to 22.6% during the year 

under review, volume-wise it registered an increase of 2.0%. In terms of composition, 

the volume of treasury bills contracted by 2.8% indicating subdued demand for short-

term securities. Investments in bonds increased by 16.5% during the same period, 

which is indicative of increased demand and preference for longer dated securities. 

The total amounts with banks outside Uganda, comprised 15.91% of total assets and 

rose by Shs.171bn (or 31.7%) from Shs.539bn as at the end of December  2005 to 
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3.2.0 PERFORMANCE OF CREDIT INSTITUTIONS

i) Overview

Based on the off-site analysis of credit institutions as at 31st December 2006, the overall 

financial condition was satisfactory.  Five institutions were rated satisfactory maintaining 

the same satisfactory rating as at December 2005. One institution was rated fair and is in 

the process of voluntarily winding up its business. 

Two Credit Institutions exited the sub-sector during the financial year. The assets and 

liabilities of one institution were taken over by a Commercial Bank while another is in 

the process of voluntarily winding up in order to concentrate on other core businesses 

of the holding company. Three new branches were opened by three credit institutions 

during the financial year. 

ii) Balance sheet structure 

Total assets (excluding administered loans) of credit institutions increased by Shs. 30.7 bn 

from  Shs.193.9bn (or 15.8%) at the end of December 2005, to Shs.224.6bn at the end of 

December 2006. This compares to a growth of 22.1% as at the end of December 2005.  

The decelerated growth is explained by the exit of one credit institutions from the sub-

sector while another is in the process of voluntarily winding up its business.  

The sub-sector deposits increased by Shs.9.6bn (or 7.31%) from shs131.28bn to Shs. 

140.88bn. Credit Institutions continue to serve a market niche and the increase in 

deposits reflects public confidence in the sub-sector. The structure of deposits has 

remained relatively stable over the years. As at end December 2006, saving deposits, 

agency funds and time deposits constituted 57.5%, 24.2% and 18.1% of total deposits 

in the sub-sector.  There was a decline in Treasury Bill Holdings by Shs7.4bn (or 

36%) from Shs20.4bn as at end of 2005 to Shs.13bn as at end of 2006. On the other 

hand loans(excluding administered loans) increased by Shs.23.7bn (or 21.5%) from 

Shs.110bn to Shs.133.7bn over the same period reflecting a move away from 

investment in securities to the core lending business. Balances with Commercial 

Banks in Uganda increased by Shs5.5bn (or 17%) from Shs32.4bn to Shs.37.9bn over 

the same period. 
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iii) Capital Adequacy 

The paid-up capital of the credit institutions decreased from Shs 21.3 billion (or 9.4%) in 

December 2005, to Shs 19.3 billion by December 2006. All the credit institutions 

maintained core capital to risk weighted assets ratios above the minimum requirement of 

8%. However the overall ratio of core capital to risk weighted assets (RWA) declined 

from 24.6% in 2005, to 21.00% during the year under review due to an increase in 

RWA’s.  These developments are depicted in figure 3.9. 

Figure 3.9 :  Ratio of Core Capital to Risk Weighted Assets (%) 
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iv) Asset Quality 

The asset quality of credit institutions remained satisfactory. The total credit portfolio 

of the credit institutions (excluding administered loans) increased by Shs23.7bn (or 

21.5%) from Shs.110bn as at the end of December 2005, to Shs.133.7bn during the 

year under review. Housing Finance Company of Uganda Ltd manages an 

administered loan portfolio for mortgage businesses i.e. purchase of residential 

houses, and construction or completion of existing structures. The administered loans 

increased marginally by shs0.3bn (or 1.5%) from Shs.19.8bnto Shs.20.1bn between 

2005 and 2006.  One credit institution continues to dominate the sub-sector taking up 

74% of total loans.

21

Annual Supervision Report 2006

21



22

Annual Supervision Report 2006

22



23

Annual Supervision Report 2006

23



24

Shs.58.2bn, exceeding the required level by Shs.37.1bn. However, the overall liquid 

assets to deposits ratio declined from 45.64% at the end of 2005, to 41.34% during the 

period under review largely explained by the rise in deposits. Liquid assets declined 

by Shs.1.7bn (or 2.80%) between the year 2005 and 2006.

The lending ratio increased from 69.16% to 71.06% over the same period.  This was 

mainly due to the more than proportionate increase of 21.5% in loans as compared to 

a 7.3% increase in deposits.  Trends in the liquidity ratio, the level of liquid assets and 

the lending ratio are depicted in figures 3.12, 3.13 and 3.14 respectively.
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3.3.0 PERFORMANCE OF MICROFINANCE DEPOSIT TAKING INSTITUTIONS 

i) Balance sheet structure

Total assets of MDIs grew by shs24.9bn (or 24%) from Shs.103.7bn as at end 

December 2005 to Shs.128.6bn as at end December 2006. Deposits grew by shs7.7bn 

(or 50%) from shs15.5bn at end of December 2005 to shs23.2bn at end of December 

2005 while total loans grew by Shs.13.7bn (or 20.8%) from Shs.65.7bn as at end 

December 2005 to Shs79.4bn as at end December 2006.  The growth is attributed to 

aggressive marketing strategies and increased confidence in the sub-sector. 5 new 

branches were opened by two MDIs during the year. 

ii) Capital adequacy 

Total core capital of MDIs stood at shs21.1bn up from shs17.3bn as at 31st December 

2005. Core capital to risk weighted assets ratio stood at 21.74%, which was above the 

legal minimum core capital requirement of 15%.  The total capital to risk weighted 

assets ratio of 33.82% was also above the required ratio of 20%. 

iii) Asset Quality 

The MDIs year end Portfolio in Arrears (PIA) was at 2.4bn at end of December 2006 

as compared to Shs3.6bn as at end of December 2005. Portfolio at risk (PAR) 

improved from 5.51% of the previous year to 3% during the period under review. This 

was on account of improved risk Management systems, Know Your Customer and 

corporate governance practices after compliance with examination recommendations.  

iv) Profitability 

Year to date net profit after tax stood at Shs3.2bn as at end December 2006 as 

compared to shs1.1bn of the previous year. Return on Assets (ROA) rose from 1.08% 

to 1.44% as at end December 2005 and end 2006 respectively. Likewise Return on 

Equity (ROE) rose from 6.05% to 8.16% over the same period. This was attributed to 

increased volume of business coupled with expenditure control during the period 

under review. 

The largest source of income amounting to Shs.34.3bn (or 82%) of Total Income 

came from the core business of lending.  This was a 21% increase as compared to 

Shs.28.4bn earned in 2005. 
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Salaries and benefits constituted the major expenditure item and increased by 33% 

from Shs13.2bn. to Shs.17.5bn as at December 2005 and 2006 respectively. 

v) Liquidity

The MDI sector was highly liquid and held surplus liquid assets of Shs.21.01bn as at 

December 2006 compared to Shs.11.4bn as at December 2005. Liquid assets 

increased by Shs.10.7bn (or 77.5%) from Shs.13.8bn to Shs24.5bn over the same 

period. The ratio of liquid assets to total deposits increased from 88.9% to 105.5%. 

The lending ratio was 60.37% as at end December 2006.  

3.4.0 PERFORMANCE OF FOREX BUREAUS AND MONEY REMITTERS 

i) Volumes of Foreign Exchange transactions in US Dollars 

Cumulative Forex Bureau transactions amounted to the equivalent of US$ 1.06bn for 

purchases and US$ 1.1bn for sales for the year 2006, compared to US$ 0.92bn and 

US$ 1.03bn for purchases and sales respectively for the year 2005. This was an 

increase of 15 % and 7% for purchases and sales respectively.  (See APPENDIX 6 

Table 1) 

ii) Trends of Forex Bureau Exchange Rate movements 

The foreign exchange rate generally depreciated in the first half of the year. However, 

in the second half of the year the rate started appreciating.  This trend is influenced by 

supply and demand forces. The appreciation trend in the last half of the year is mainly 

due to increased forex inflows from remittances by Ugandans in the Diaspora and 

increased flow of tourists around that time of the year. (See Figure 3.15) 
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4.0.0 DEVELOPMENTS IN THE FINANCIAL SECTOR 

4.1.0 ISSUANCE OF AN IPO BY STANBIC BANK UGANDA LIMITED 

In November 2006, Stanbic Bank Uganda Limited issued an IPO to float 20% of its 

share capital to the public.  The floating of the shares was a big boost to the nascent 

Capital Market in Uganda which has since experienced increased trading activity.  

The IPO that was offered for sale was a result of an agreement between the 

Government of Uganda and the Standard Bank Group of South Africa.  The 

Agreement was that the Government would sell its 10% shareholding in the Bank and 

the Standard Bank Group would also sell 10% of the bank to the public. The objective 

was to give Ugandans an opportunity to invest in the financial sector. 

The IPO was open for a period of four weeks from November 24 to December 22, 

2006. The process got off to a slow start with only a few applications received in the 

first three weeks. In the final week however, there was frenzy as people rushed to beat 

the deadline.  The response was phenomenal with 37,449 applications for 3billion 

shares totalling Shs. 211bn.  The IPO had therefore been oversubscribed by 200%. 

There was a good mix of applicants from within and outside the country.  In all, there 

were 15,488 Ugandan individuals who applied for Shs41.1bn worth of shares; 407 

Ugandan institutions which applied for Shs30.7bn worth of shares; 20,091 non-

Ugandan Individuals who applied for Shs56.9bn and 1,463 non-Ugandan institutions 

which applied for shares worth. Shs82.3bn.

The allotment policy in the prospectus stated clearly that preference would be given to 

individual Ugandans. As a result it was decided to allocate to all Ugandan individual 

investors who applied, up to 2,150,000 shares (worth Shs150.5mn), their allotment in 

full. The 36 Ugandan individuals who applied for more than shs150.5mn worth of 

shares had them scaled down. 

All the other non-Ugandan applicants were grouped together and the remaining shares 

allocated to them. This allotment resulted in applicants who applied for up to 109,500 

shares (Shs7.6mn) being allotted the full amount applied for. All non-Ugandan 

applicants who applied for more shares were scaled down to 109,500 shares. 
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4.2.0 LIQUIDATION OF CLOSED BANKS 

The liquidation of banks that were closed in 1998/99, (The Co-operative Bank Ltd, 

Greenland Bank Ltd, and International Credit Bank Ltd) has notably recorded success 

in the recoveries of bad debts through court action and foreclosure on collaterals or 

securities. Other institutions under liquidation include Teefe Trust Bank Ltd and 

Interstate Finance Company Ltd. 

While Bank of Uganda continues to execute the liquidation process as a measure of 

minimizing costs, an exit strategy that will lead to Bank of Uganda pulling out of the 

liquidation completely has been designed. The strategy intends to conduct a bulk sale 

of the assets, obtain the purchase price and distribute the proceeds to claimants.  

As part of implementation of the exit strategy, Bank of Uganda tendered and awarded 

a consultant the job to implement the exit strategy. The job of evaluation of assets 

started on 29th January 2007. Advertisement and sale is expected to take four months 

after which period Bank of Uganda will move out of the liquidation process. This is 

expected to happen by mid 2007. 

During the year 2006, external audit of the liquidations were conducted by the firms 

of; KPMG, PWC and Jasper Semu Associates on the Statements of Affairs of 

Greenland Bank, Cooperative Bank, and International Credit Bank respectively. The 

audits were completed and below is the audited status of liquidation proceeds as at 

31st December 2005.

Table 4.1 Summary of collections and expenses as at 31/12/2005     (shillings in 
millions) 

Bank 

Total Loan 
& O/Ds at 
Closure

Total
Recoveries

Other Cash 
Assets
Realized 

Total
Expenses

Net
Proceeds

Greenland Bank 40,942 24,867 2,422 8,219 19,070
Co-operative Bank 56,755 30,499 18,053 6,961 41,591
International Credit 
Bank 13,103   6,275 1,958 1,913 6,220
Total 110,800 61,641 22,333 17,093 66,881

A distribution of liquidation proceeds to creditors of the closed banks will start early 

2007 with Cooperative Bank creditors recording 72.64% payment on their claims. 
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Payment of claimants in Greenland and International Credit bank will be done soon 

after the completion of verification of claims.  

4.3.0 CREDIT REFERENCE BUREAU (CRB) 

i) Rationale for the establishment of a CRB in Uganda 

The need to establish CRB services in any financial system arises because of the 

problem of asymmetric information between lenders and borrowers.  The CRB 

supports robust growth of the financial sector through the following:

Timely and accurate information on borrowers’ debt profile and repayment history 

reduces the problem of asymmetric information between borrowers and lenders 

that leads to adverse selection of borrowers. Experience suggests that when 

financial institutions compete with each other for customers, multiple borrowing 

and over-indebtedness increases loan default unless the financial institutions have 

access to databases that capture relevant aspects of clients’ borrowing behaviour. 

The CRB contributes significantly to reduction in the costs of screening loan 

applications by enabling the lender to sort out prospective borrowers who have 

defaulted with other lenders. A CRB therefore improves lenders’ ability to predict 

default.

An improved pool of borrowers - more and more unbanked consumers will be 

eligible for financial services. Recent research based on information from many 

countries (Singapore, Iraq, China, Romania, Vietnam, Cambodia, Brazil, Hong 

Kong etc.) show that the existence of credit registries is associated with increased 

lending volume, growth of consumer lending, improved access to financing and a 

more stable banking sector. 

Reduced default rates as borrowers seek to protect their “reputation collateral” by 

meeting their obligations in a timely manner. With the presence of a CRB, there is 

strong motivation for clients to repay their loans. Credit reports that include both 

positive and negative information help build “reputation collateral” in much the 

same way as a pledge of physical collateral, which may improve credit access for 

the poorest borrowers. 

In the long run, a bigger credit market and lower default rates lead to lower 

interest rates, improved profitability and increased competitiveness.   
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ii) Progress of implementation of the CRB project 

In July 2006, after a transparent tendering process, Compuscan Information 

Technologies Proprietary Limited (Compuscan), a South African Company was 

selected to implement the CRB in Uganda. After intensive negotiations, a licensing 

agreement was signed in October 2006 between Bank of Uganda and Compuscan. 

The negotiations focused on the scope of services, the roles and responsibilities of 

each party in project implementation, the project implementation plan, review of the 

licensing agreement between BOU and  Compuscan, the code of conduct, and Service 

Level Agreement to be signed between  Compuscan and the users as well as the fee 

and cost structure.

According to the CRB regulations, “a CRB may charge fees for its services, which 

shall be agreed upon between the financial institutions and MDIs”. Bank of Uganda's 

role is to facilitate consensus on the fee structure between the users and the CRB 

Provider.  Lack of agreement on the fee structure has delayed the introduction of the 

CRB in Uganda.   

The establishment of a CRB in Uganda is complicated by the absence of a National 

Identification System. The CRB provider was in this case required to set up a 

Financial Card System to uniquely identify borrowers using biometrics and merge 

records accurately. This has implications for start up costs to the users. Donors are 

willing to bridge the high start up costs and fees during the initial period, thereby 

reducing the burden for the users. Final agreement on the fee structure will pave way 

for the roll out of the project implementation plan. 

4.4.0     PROGRESS IN IMPLEMENTATION OF BASEL II 

During the period October-November 2006, the Supervision Function conducted a 

validation exercise to review responses to the capacity assessment questionnaire that 

was sent to commercial banks and credit institutions. Generally, the level of 

awareness of Basel II among the four big banks is considered moderate while the 

level of awareness among the medium sized banks, small banks and credit institutions 

is still low. The four big banks which are subsidiaries of the internationally active 

banks confirmed their planned Basel II implementation dates, 2007 for one bank and 

2008 for the other three.   Three of the four big banks confirmed availability of 
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adequate resources for implementation of Basel II.  Two of the big banks have made 

reasonable preparations towards the implementation of Basel II and the banks intend 

to initially perform parallel runs between Basel II and Basel I.

In view of the above, the implementation of Basle II will depend on Bank of 

Uganda’s level of preparedness vis-à-vis the banks. Bank of Uganda considers 

compliance with the revised Basel Core Principles (BCP) for Effective Supervision 

and Basel I as its first priority and will subsequently consider the implementation of 

Pillar 2 and 3 and progressively move to Pillar 1 under Basel II. Bank of Uganda’s 

Basel II proposed activity plan is projected up to 2010. 

The Bank of Uganda recognizes the existing challenges and constraints for 

implementation of Basel II in developing countries, which has constrained early 

preparations by both the Supervised Banks and the Central Banks.  Notwithstanding 

this, it is important for Bank of Uganda to keep abreast with the development in the 

banking sector so as to avoid stifling initiatives by banks to comply with the 

provisions in Basel II.  This is also in line with the MAC resolution for the three East 

African Countries to continue studying Basel II, to comply with the revised BCP, to 

implement Risk Based Supervision and to identify the various aspects of Basel II 

(Pillar 2 and 3) that can be implemented to modernize the banking system, pending 

full implementation of Basel II. The Activity plan will be reviewed during the 

financial year 2008/2009 to gauge the level of preparedness and record 

accomplishments as per the stipulated target dates. 
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5.0 DEVELOPMENTS IN THE LEGAL AND REGULATORY 

FRAMEWORK

5.1.0 Gazetting of Forex Bureau and Money Remittance Regulations

The Foreign Exchange Regulations 2006 (FER 2006) was gazetted on 10th February 

2006. The FER 2006 offers a new legal framework for licencing and supervision of 

forex bureaus and money remitters. The new legal framework introduced new 

opportunities for licencing and regulating money remittance businesses. The new law 

amended and consolidated the law relating to foreign exchange business in Uganda 

and provides for licensing of persons: 

Dealing in foreign currencies.(spot transactions) 

Making international payments and transfers. 

Other related and incidental matters. 

In a bid to sensitise the operators and create general awareness of the law and 

regulations, the Supervision Function organized a workshop to explain the provisions 

of the FEA 2004 and FER 2006. The majority of Forex Bureau and Money 

Remittance business operators and other stakeholders attended the workshop. 

5.2.0 Convergence of Accounting Standards to a Single International Standard 

and what it means to the financial sector 

Global trends in the accounting sphere have recognized that users of financial 

statements come from wide diasporas thus the need to standardize financial reporting 

to ensure common understanding of financial statements. There is, therefore, 

convergence of accounting standards and principles in order to arrive at an 

international set of standards that are common to all and are understood by all. 

The Financial Institutions Act 2004 (FIA 2004) provides that financial institutions’ 

final accounts must comply with the international accounting standards and the 

provisions of the FIA 2004. The set of BOU guidelines issued to banks in the area of 

Asset Classifications and Loan-loss provisioning as derived from the FIA 2004 may 

not be consistent with the requirements of the International Accounting Standard 39 

(IAS 39), thus a conflict in the legal requirement.   
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 The IAS 39 was introduced and its major application became effective in 2005. The 

objective of the IAS 39 is to establish principles for recognizing, de-recognizing and 

measuring financial assets and liabilities.  

These new developments may, in future, require the revision of the BOU regulations 

in order to take care of the new developments and best practices in the accounting and 

financial world. For the time-being, banks are advised to disclose the levels of loan-

loss provisions as derived from a strict application of the IAS 39 and the BOU 

guidelines for the audited annual financial statements.  

6.0.0 NATIONAL PAYMENTS SYSTEM DEVELOPMENTS 

6.1.0 Electronic Funds Transfer (EFT) Account Upgrade

The EFT system was upgraded to enable banks to make straight-through-processing

(STP) in September 2006. The banks are now capable of processing EFT’s much 

faster and this should lead to more efficiency. 

6.2.0 Electronic Data Transmission

A system that enables banks to send clearing data over the SWIFT 

telecommunications network was put in place in December 2006. This system is 

expected to improve data transmission efficiency, which could lead to reduction in 

clearing time, strengthen risk management and free bank staff who physically deliver 

data to the Clearing House. 

6.3.0 Capping Cheque Amounts

In May 2006, the Governors of the Central Banks of Kenya, Uganda and Tanzania 

resolved that a limit should be put on the maximum amounts written on cheques 

(cheque capping) in the East African region.  This was intended to improve the 

efficiency and safety in the transfer of monetary value in the respective countries.

After consultation with commercial banks, it was agreed that a limit of Shs.20mn be 

implemented in Uganda.  The limits will come into effect in July 2007.   
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6.4.0 Streamlining School fees payment process 

The Ministry of Education, Uganda Bankers Association and Bank of Uganda 

embarked on a project to streamline the fees/tuition payment process using the EFT 

system.  In the proposed system, parents shall formally authorise a school to collect 

school fees/tuition from their bank accounts.  Having been authorised by the parents, 

a school would prepare a list of the parents, along with their account numbers and 

banks and send those details to their bankers.  Upon receipt of the parents’ bank 

details from the school and the amount of school fees to be paid by each parent, the 

school’s bankers would then use those details to collect school fees from the accounts 

of the parents in the different banks. 

The system is expected to start in 50 pilot schools in and around Kampala in the first 

term of the academic year 2007. It will then roll out, in a phased manner, to the rest of 

the country in subsequent terms. 

6.5.0 The National Interbank Switch

The Interbank Switch, which was implemented in 2005, continued to grow in terms of 

coverage and usage. At its inception, only 2 two banks were members of the Switch.  

By the end of the year, two more banks had joined the Switch, making the total 

number of ATM’s connected well over 40. 

6.6.0 Personal Computer (PC) Banking

As at the end of 2005, only 5 banks were utilising telephone banking. In 2006, 5 more 

banks connected their customers to PC banking. There are now close to 3000 

customers transacting their banking operations from their Personal Computers. 

6.7.0 Telephone Banking

The usage of the telephone as a banking channel is also growing in Uganda. By the 

end of 2006, five banks had this facility operational in their banks. The main uses 

were balance inquiry, mini-statement requests, and transfer of funds between 

customer’s accounts, chequebook requisition and stop cheque instructions. 
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7.0.0 UGANDA BANKERS’ ASSOCIATION 

During the year, the Governor continued to hold monthly meetings with the Uganda 

Bankers’ Association (UBA) to discuss matters relating to the banking industry in 

particular and the performance of the economy in general.  The monthly meetings 

provide a platform for promoting high ethical standards and professionalism in the 

banking industry and encouraging harmonious banking practices and healthy 

competition in the increasingly dynamic and competitive banking environment. 

The discussion points during the year focused on the following issues: 

The monthly Economic and Monetary Developments Reports. 

Methods to address the increasing levels of frauds and forgeries in the banking 

sector.

Progress reports regarding the implementation of a Credit Reference Bureau in 

Uganda.

Implementation of the National Inter-Bank Settlement (UNIS) System. 

The need to publish bank charges in the print media.  

Discrepancies between the Internal Financial Reporting System (IFRS), FIA 

2004 and the Implementing Regulations.  

8.0.0 CAPACITY BUILDING 

Bank of Uganda places profound emphasis on enhancing the human capital through 

enabling access to training opportunities. During the year, thirty (30) officers attended 

various short term courses and workshops in the areas of risk based supervision, New 

Capital Accord, anti-money Laundering, microfinance, Credit Reference Bureaus and 

Consolidated Supervision. 16 officers participated in the joint cross border onsite 

examinations under an arrangement between the three East African Central Banks 

intended to facilitate the harmonization of bank supervision across the region.       

9.0.0  REGIONAL COOPERATION INITIATIVES 

9.1.0  Monetary Affairs Committee  

The ninth Monetary Affairs Committee (MAC) of the three East African Central 

Banks was held in May 2006.  A representative from Bank of the Republic of Burundi 

attended the meeting as observer, in preparation for the integration of Rwanda and 

Burundi into the East African Community which will lead to them becoming full 

members of the MAC. The meeting highlighted the importance of an East African 
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Common Market which would entail greater harmonisation and co-ordination of 

macro-economic policies. Necessary foundations for the establishment of the EAC 

Monetary Union were also deliberated and December, 2008 was targeted for the 

conclusion and signing of the EAC Common Market Protocol.  Additional proposals 

related to financial institutions were agreed to as follows: 

The three partner states to hasten the enactment of the Anti Money Laundering 

legislation.

Bank of Tanzania and Central Bank of Kenya were urged to finalise issues 

related to MFI legislation. 

The three central banks to expedite the ongoing process of establishing credit 

reference systems. 

Bank of Tanzania was requested to share its policy paper regarding the sharing 

of information between various domestic financial regulators, as a step 

towards the establishment of a co-ordinated Financial Services Regulatory 

Framework.  

Continue the implementation of Risk Based Supervision, move forward to 

fully implement Basel I and keep abreast with developments on Basel II. 

The three partner states were to devise mechanisms which could be adopted to 

discourage protracted use of court injunctions in the resolution of commercial 

disputes.

The meeting deliberated on emerging issues such as the divergence between 

prudential regulations and International Financial Reporting Standards (IFRS) 

and agreed to liaise closely with banks, auditors and other stakeholders in 

order to come to a common position on this issue.  Internet Payments, E-

commerce and E-banking were also considered as new areas requiring a 

regional regulatory framework. 

The three Central banks to review the Business Continuity Plan guidelines for 

supervising financial institutions, in line with Bank for International 

Settlement (BIS) principles. In this regard, a Regional Workshop was 

organized under the auspices of the Business Continuity and Risk 

Management Office aimed at developing guidelines on Business continuity for 

supervised financial institutions within the region.
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9.2.0 EAST AFRICA REGIONAL TECHNICAL ASSISTANCE CENTRE 
(East AFRITAC) 

During the year, Uganda received technical assistance from East AFRITAC in the 

areas of regulation and supervision of Forex Bureaus. The East AFRITAC mission 

assessed the current legal and regulatory framework and supervisory practices of 

forex bureaus and money remittance business. The Mission provided guidance in 

drawing up off-site returns and reports and on-site inspection procedures manual to 

facilitate and ensure quality supervision over forex bureaus and money remittance 

companies. 

With technical assistance from East AFRITEC, the function hosted a regional 

workshop on the harmonization of reporting requirements for financial institutions 

under International Financial Reporting Standards (IFRS) particularly International 

Accounting Standard (IAS) 39 and the Regulatory laws in Kenya, Tanzania and 

Uganda.

East AFRITAC organized regional workshops outside Uganda attended by Bank 

Supervision staff on key topics namely; Bank Resolutions and Liquidations, Risk-

Based Supervision, Supervision of Banking Institutions and Basel II. 
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Appendix 2: TABLES FOR COMMERCIAL BANKS 

Table 1: COMMERCIAL BANKS� ASSETS AND LIABILITIES (Shillings, billions as at 
December 31) 

ASSETS        2002 2003 2004 2005 2006

Government securities 885 914 953 988 1,008
Loans & advances 661 847 977 1,258 1,703
Amounts with financial institutions 
abroad

394 640 682 539 710

Amounts with financial institutions in 
Uganda

55 60 74 104 120

Investments and financing schemes 5 4 4 4 3

Fixed assets and net due from o 
wn offices 

114 166 165 208 236

Other securities 12 7 7 12 64

Cash & balances with BoU2 218 229 346 387 412

Other assets 113 125 107 187 203

Total 2,456 2,991 3,315 3,689 4,459

LIABILITIES

Deposits   1,822  2,214  2,438  2,595  2,961

Due to financial institutions  77  56  113  171  225

Provisions  50  94  87  121  154

Borrowings from BoU  2  1  22  1  0.3

Administered funds  30  65  66  88  115

Other liabilities  208  263 187  280  474

Capital (excl. year-to-date profits)1  201  199  269  309  394

Year to date profit2  65  98  132  124  136

Total Liabilities & Capital  2,456  2,991  3,315  3,689  4,459

Note:

1. Figures for closed banks are excluded from the data for subsequent periods.

2.  From December 2002 onwards, all commercial banks financial year-ends 

coincide with the calendar year end. 

Source:  Commercial banks returns submitted periodically to BoU 

2 Investments in Repos, reported under the line item ‘Bank of Uganda Bill’ in the earlier years were 
classified into other securities.  
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Table 2: COMMERCIAL BANKS� COMPARATIVE INCOME STATEMENTS  
(Shillings, billions) 

PROFIT & LOSS 2002 2003 2004 2005 2006

Income

Interest on advances 81 122 158 186  244

Interest on government securities 75 132 128 121  114

Other interest income 12 16 24 35  48

Total interest income 168 270 310 342 406

Total non-interest income 93 123 171 168 178

Total Income 261 393 481 510 584

Expenses

Total Interest Expense  28  50  54  61  75

Salaries & other staff costs  64  73  86  99  116

Depreciation, transport & property  25  34  43  46  56

Other non-interest expense  55  96  114  129  152

Total Expenses3  171  252  297  335  399

Net after tax profit 65 98 132 124 136

Note:

1.  Figures Source:  Commercial banks’ quarterly income statements. 

3 Total expenses is exclusive of corporation tax expenses 
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Table 3: SECTORAL DISTRIBUTION OF COMMERCIAL BANKS� CREDIT   
  (Shillings, billion) 

Sector 2002 2003 2004 2005 2006

Agriculture 54 81  108 157  117

Manufacturing 183 222  219 241  271

Trade and Commerce 173 191  146 183  266

Transport, Comm. Elec. & Water: 45 61  63 95  130

Building and Construction 20 27  39 57  96

Other Services2 186 265  402 525  823

Total 661 847  977 1,258 1,703

Note:
1. Figures for closed banks are excluded from the data. 
2. Includes bills of exchange, real estate and lending to Non-banking Financial Institutions (NBFIs), lending to 
government and mining & quarrying.  

Source:  Commercial banks end of year returns.

Table 4: STRUCTURE OF COMMERCIAL BANKS DEPOSITS  (Shillings, billions)  

Type of Deposits 
2002 2003 2004 2005 2006

Demand and Call 1,175 1,486 1,624.8 1,593  1,821

Savings 302 348 418.6 492  570

Time 345 380 394.5 510  570

Total 1,822 2,214 2,437.9 2,595.1 2,961

Note:

1.   Figures for closed banks are excluded from the data for subsequent periods. 

Source:   Commercial banks end of year returns submitted to BoU. 
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Appendix 4 Tables for credit institutions 
Table 1: STATEMENT OF ASSETS AND LIABILITIES FOR CREDIT INSTITUTIONS          
(Shillings, millions) 

Dec-03 Dec -04 Dec-05 Dec-06 

ASSETS 

Cash 2,900      2,299 3,606 3,906

Balances with commercial banks and 
associated companies in Uganda 16,454    22,386 32,387 37,920

Balances with commercial banks outside 
Uganda 2,028      2,874 3,499 3,400

Investments 22,462    31,635 20,551 13,079

 of which Government securities 11,571    22,172 20,424 13,009

 Loans and advances 82,928  103,711 129,810 153,850

   of which Administered Loans 25,672    22,978 19,801 20,134

Premises and fixed assets 12,254    12,978 15,123 16,501

Other   Assets 5,522      5,860 8,707 9,968

Total assets 144,548  181,743 213,683 238,625

LIABILITIES

Total deposit liabilities to depositors 83,815  110,131 131,281 140,884

Balances due to commercial 
banks/associated companies 4,000      5,947 9,709 24,097

Administered funds   1 25,672    22,978 19,801 20,135

Other   Liabilities 4,877      6,024 7,595 6,250

Provisions  6,150      4,626 7,184 8,283

Capital 18,203    28,169 32,320 33,789

of which paid up capital 10,182    20,282 21,282 19,281

Profit for current year 1,832      3,869 5,793 5,187

Total liabilities 144,548  181,743 213,683 238,625

Note:

48

1. Administered Mortgage funds are managed by Housing Finance Company of Uganda under 
an agreement with the Government of Uganda.       Source:  Monthly returns of Credit 
Institutions.

Table 2:  COMPARATIVE INCOME STATEMENT FOR CREDIT INSTITUTIONS.   
(Shillings, million) 

 Dec -03 Dec - 04 Dec -05 Dec - 06

Income

Interest on loans and advances 
9,109.36  13,524.26 19,413.38 22,200.80

Interest on government securities 1,467.35   1,911.70 2,257.15 1,522.60

Other interest income 2,031.42   1,977.54 2,301.49 2,651.14

Total interest income 12,608.13  17,413.51 23,972.03 26,374.53

Total non-interest income 4,794.28   7,516.69 8,452.74 8,211.57

Total Income 17,402.41  24,930.19 32,424.77 34,586.10

Expenses

Total Interest Expense 3,096.37  4,093.55 6,870.26 6,903.78

Provisions for bad debts  779.71   846.45 1,095.03 1,581.16

Salaries & other staff costs 4,865.87  6,782.16 8,116.87 8,799.55

Other non-interest expense 5,696.45  7,404.31 8,540.84 10,043.92
Total Expenses 

14,438.40 19,126.46 24,623.00 27,328.42
Taxation

1,131.90  1,934.54 2,009.08. 2,070.70.
Net Income 

1,832.11 3,869.19 5,792.69 5,186.98

Source:  Quarterly returns of Credit Institutions. 
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1. Administered Mortgage funds are managed by Housing Finance Company of Uganda under 
an agreement with the Government of Uganda.       Source:  Monthly returns of Credit 
Institutions.
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Salaries & other staff costs 4,865.87  6,782.16 8,116.87 8,799.55

Other non-interest expense 5,696.45  7,404.31 8,540.84 10,043.92
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Table 3: SECTORAL DISTRIBUTION OF LOANS AND ADVANCES OF 
CREDIT INSTITUTIONS (In percentage of the total) 

 Dec 02 Dec 03 Dec 04 Dec 05 Dec 06
      
Agriculture 0.3 0.1 0.0 0.5 0.9
Manufacturing 1.4 4.1 0.4 2.0 1.2
Trade and Commerce 16.8 15.5 18.8 22.8 20.4
Transport and communication 1.8 1.2 2.5 0.6 1.5
Building and construction 78.9 76.8 73.2 69.1 69.4
Other services 0.8 2.3 5.2 5.0 6.6
Total 100.0 100.0 100.0 100.0 100.0

Source:  Monthly returns of Credit Institutions. 

Table 4: LIQUID ASSETS OF CREDIT INSTITUTIONS      
(Shillings, millions) 

 Dec  02 Dec 03 Dec 04 Dec 05 Dec 06 

Cash in vaults 2,665.49 2,900.28 2,299.01 3,606.11 3,906.19 

Treasury bills holdings 9,046.69 11,570.84 22,171.90 20,423.59 13,008.96 
Balances at commercial banks in 
Uganda 20,669.10 16,454.27 29,085.69 32,386.65 37,920.08 
Balances at commercial bank outside 
Uganda 1,332.50 2,027.82 2,874.20 3,498.91 3,400.19 
Postbank (U) Ltd investment in shares 
and UK Government bonds 7,460.20 7,051.00 1,312.67             -             -

TOTAL 41,173.98 40,004.21 57,743.47 59,915.26 58,235.41 

Source:  Monthly returns of Credit Institutions 
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Table 5: Structure of deposits of credit institutions
(Shillings, millions) 

Type of deposit Dec - 02 Dec - 03 Dec - 04 Dec - 05 Dec - 06
Savings Deposits 43,005.2 48,104.1   61,987.3 66,394.73      80,952.13 
Time Deposits 9,699.0 10,550.4   19,298.0 30,953.61      25,467.96 
Other Deposits (Agency funds) 1 19,914.3 24,127.5   28,302.9 32,883.56      34,028.37 
Accrued Interest 622.2 1,033.2 542.5 1,048.95 435.281
Total Liabilities to Depositors 73,240.7 83,815.2 110,130.7 131,280.85 140,883.74

Note:
1.  “Agency funds" represent amount collected so far from the beneficiaries of the 
government pool house sale scheme and interest charged thereon, by the Housing Finance 
Company Ltd. 

Source:  Monthly statement of assets and liabilities from the Credit Institutions. 
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Table 6: KEY FINANCIAL INDICATORS. 

Indicator Dec 02 Dec   03 Dec   04 Dec 05 �Dec 06 

CAPITAL ADEQUACY  

Core Capital/RWAs  (%) 24.70 20.02 26.56 24.65 21.00

Owner's funds (Equity) 16,682.50 20,035.19 32,038.07 38,113.17 38,975.81

EARNINGS RATIOS 

ROA  (%) 1.60 1.32 2.44 2.99 2.31

ROE (%) 11.61 9.14 12.08 15.20 13.31

LIQUIDITY

Liquid assets/Total deposits (%) 56.22 47.73 52.43 45.64 41.34

Total advances/Total deposits (%) 57.24 68.31 73.31 69.16 75.41

Liquid assets (Shs m) 41,173.95 40,004.2 57,743.47 59,915.25 58,235.40

ASSET QUALITY 

Loans and Advances (Shs m) 1 41,925.3 57,255.64 80,733.75 110,009 139,832

Non Performing Advances-NPA (Shs m) 4,650.17 6,620.83 3,149.0 6,177 8,674.12

Total Provisions for NPA (Shs m) 2,168.02 3,807.06 2,300.0 3,250 3,611.51

NPA/Total Advances  (%) 11.09 11.56 3.90 5.62 6.20

Total Provisions/NPA (%) 46.6 57.5 73.04 52.61 41.63

Note:
1. Loans and advances exclude administered loans. 

 Source:  Quarterly returns of Credit Institutions
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APPENDIX 5: TABLES FOR MICROFINANCE DEPOSIT TAKING 
INSTITUTIONS

Table 1: STATEMENT OF ASSETS AND LIABILITIES FOR MICRODEPOSIT 
TAKING INSTITUTIONS  (Shillings, Millions) 

  Dec-04 Dec-05 Dec-2006 

Assets
Notes and Coins  2,292.79 3,596.75
Balances with Financial Institutions in  Uganda  12,922.73 14,612.28
Investments in Government Securities  11,448.34 16,195.78
Net loans outstanding   63,158.02 78,866.42
Inter branch / Due from own offices  171.86 46.03
Net Fixed Assets  8,008.34 9,625
Long term investments  408.65 1,069.36
Other   Assets  5,274.73 6,558.25
Total assets  103,685.46 128,570.72
   
Liabilities
Total deposit liabilities to depositors  15,482.30 23,230.33
Loan Insurance Funds  15,168.59 15,271.78
Borrowings  32,710.43 41,275.18
Other   Liabilities  4,598.63 6,636.48
Grants / Deferred Income   1,009.90 1,274.12
Inter-branch / Due to own offices  0.31 23.38
Other Long-term liabilities  3,456.32 481.81
Total liabilities 72,426.46 88,193.08
FINANCED BY     

Capital 18,571.79 22,698.40
Subordinated Debts 9,787.21 13,879.22
Preference Shares 2,900.00 3,800.00
Total Liabilities  103,685.46 128,570.72
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Table 2:  INCOME STATEMENT FOR MICROFINANCE DEPOSIT TAKING 
INSTITUTIONS  

  (Shillings, Million) 
 Dec -

02
Dec - 03 Dec -

04
Dec - 05 Dec- 06 

Income

Total Credit income 32,743.00 41,744.68

Total Other Income 2,419.87 3,312.91

Gross Financial  income 35,162.87 45,057.59

Total Financial expenses 6,087.39 6,818.72

Provision for bad debts 2,918.68 2,420.48

Net Financial Income 26,156.80 35,818.39

Total Operating Expenses on Financial
services

25,167.99 32,910.79

Net Income from operations 988.81 2,907.60

Total Grant Income for Financial Services 255.54 688.43

Total Grant Income for Non-Financial
Services

22.10 0.00

Income from Non- Financial services 35.51 520.59

Total Operating Expenses for non-
financial services 

73.85 6.94

Net operating profit from Non �Financial
services

(38.34) 513.65

Net Profit 1,228.08 4,109.67

Corporation Tax 105.39 934.94

Net Profit after Tax 1,122.69 3,174.73

Retained Earnings 1,122.69 3,174.73

Source:  Quarterly returns of MDIs. 
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Table 3: KEY FINANCIAL INDICATORS. MICROFINANCE DEPOSIT 
TAKING INSTITUTIONS (SHILLINGS IN MILLIONS)

Indicator Dec 01 Dec   02 Dec   03 Dec 04 Dec 05 Dec 06 

CAPITAL ADEQUACY  

Core Capital 17,299.08 21,111.08

Total Capital 23,988.16 32,833.04

Core Capital/RWAs  21.73% 21.74%

Total Capital /RWA  30.13% 33.82%

EARNINGS RATIOS 

Profits/Loss 1,122.69 3,174.73

ROA  1.08% 1.44%

ROE  6.05% 8.16%

LIQUIDITY

Liquid assets* (Shs m) 13,760.52 24,497.59

Liquid assets/Total deposits  88.90 105.46

Total loans/Total deposits**  76.19 60.37

ASSET QUALITY 

Total Loans   65,736.54 79,458.67

Portfolio in Arrears (PIA) 3,622.65 2,383.90

Portfolio at Risk ratio 5.51% 3.00%

Specific Provisions/ for PIA  57.09% 57.95%

* Liquid assets exclude encumbered fixed deposits 
** Lending ratio excludes loans financed by other sources 
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Appendix 11: CIRCULARS ISSUED TO FINANCIAL INSTITUTIONS IN 2006
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