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Greenland Bank

In its seven and half years of existence, Greenland Bank achieved phenomenal
growth and acquired a domino position in the banking industry in Uganda. It became
a model and a premier institution in the region, admired and envied by its peers in
the industry.

It made a significant impact on the public which held it in high esteem for
revolutionising banking.

The objectives of the bank were to provide efficient service with courtesy to all
Ugandans and East Africans in general, provide employment and promote Ugandans
in business.

The bank started humbly with 18 members of staff with a deposit base of Shs 1 billion
at the end of its first year in operation. At the time of Bank of Uganda intervention, it



had a staff component of about 400 people, with a deposit base of Shs 78 billion and
an asset base of Shs 88 billion in Uganda. In Tanzania the deposit base was TZShs 5.7
billion and an asset base of TZ Shs 6.8 billion.

All young institutions have teething problems. Greenland Bank was no exception as
inspection and audit reports have indicated. But the bank was correcting all
weaknesses here and there over time. Certainly the reasons for the bank’s closure
were not because of these weaknesses. No inspection report or audit report at any
one time ever suggested closure of the bank. The final report by Ernest and Young
recommended a capital injection of Shs 12 billion, among other things. But Bank of
Uganda decided to close the bank instead.

Greenland Closure

The real problem for Greenland Bank started on July 6, 1998 when The New Vision
published a story that Greenland Investments/Bank bought UCB. This generated a
flurry of attacks on Greenland which resulted in loss of deposits during the
subsequent months. As I indicated in my letter to the Governor of November 13, 1998,
Greenland Bank had lost up to Shs 16 billion in deposits from July on account of the
panic that had been created in the financial market. It appears that the donors were
very much rankled by the Greenland-UCB news.

Under the financial restructuring loan, the World Bank I understand had given money
through Bank of Uganda, part of which was “to clean up” UCB, and thereafter sell it,
perhaps preferably to some foreign outfit.

This would fit in well with their strategic interests. And here was the news that
Greenland may have bought UCB through assignment! The foreign banks which had
always been unfriendly and antagonistic to Greenland bank were now even more
concerned about the combined force of Greenland - UCB, assuming the story was
true. With the kind of market aggression and excellence of service Greenland had
shown, the Greenland - UCB combination would provide them with stiff competition.

Meetings and consultations on how to handle the Greenland - UCB situation were
understood to be going on in the donor community and among foreign banks.
All donor related accounts, including all recipients of donor funds, were
advised /ordered to move out of Greenland and other indigenous banks. This could



be understood, following the reported problems on donor related funds in ICB
[which had just been closed].

Garry Adams of the World Bank at some point, around October-November [1998]
convened a meeting of foreign banks’ chief executives, under the auspices of the
Uganda Bankers’ Association (UBA). The agenda of this meeting was not disclosed but
the meeting did not look right. At this meeting none of the indigenous banks was
invited and neither was the Governor of the Central Bank.

I raised concern with the secretary of the UBA, as well as with the Governor over this
method of work. At the local level, attacks were surprisingly coming in mainly from
politicians who should have been the custodians of the interests of Ugandans. It is
amazing how Ugandans and Africans in general often fail to understand their
strategic interests.

One would have thought that people, especially Members of Parliament, would have
wished that the reports were true, as this would have been a most welcome “salvage”
of the institution which was created in the 1950s purposely to look after the interests
of Ugandan Africans in banking and businesses. Instead of looking at issues
strategically, we are fond of personalising issues, losing sight of the big picture.

One would have further thought that Ugandans would have been concerned over
surrendering the control of all depositor resources into the hands of foreign banks
because they would then fully control the pace and direction of our development.

If depositor resources cannot be used to for development as in the case of Greenland
Bank, we are then sure to rely on donor funds with [their] conditionality and
limitations for our development. Banks should play the stimulant role in our
development and they should spearhead entrepreneur activities.

On the contrary, it seems that our people would rather ‘demonise’ indigenous efforts
and in the extreme suggest, as some Members of Parliament have done, that it would
be better to give UCB to the likes of Citi Bank ‘even for free’, than leave it in local
hands. Little do we know that these banks had similar and probably worse problems
in their infancy and that they have had many years of building and consolidation to
what they are now!

It is apparent that some of these attacks were geared at both Major General Salim
Saleh and myself, “two rogue animals” who bought or dared try to buy the UCB. Other



attacks were directed at Greenland Bank/Group as an institution, which was
founded on “sectarian grounds”, notwithstanding that it was serving the interests of
all Ugandans.

The attacks were couched in terms of an anti-corruption crusade, in order to conceal
the real motives. Even the very Members of Parliament who had earlier fought hard
to ensure that UCB remained in the hands of indigenous Ugandans now changed goal
posts.

The affairs of Greenland Bank became a matter of media discussion contrary to all
banking ethics. The sensitivity of banks was forgotten.

It was not because of fraud, losses, non-performing loans, insider lending that the
bank was closed.

All the frauds, which were few compared to other banks, were always provided for
from our annual income. The bank had no losses, except in 1998 when all profits were
used to provide for doubtful loans. It is because of non-performing loans that the
auditors wanted the shareholders to inject in an extra Shs 12 billion as share capital
in addition to Shs 11.2 billion which had already been set aside by the bank. Despite
the provisions, most of the loans were well secured and quite recoverable.

The insider loans were well secured and they constituted good business for the bank
both in the short and long-run.

Much has been said about the Shs 37 billion off-balance sheet investments declared
in my hand-over letter dated December 7, 1998 to my successor, as amounts
previously invested outside the balance sheet of the bank. This again was not the
cause of the closure of the bank. The bank was running a “Managed Funds Portfolio”
from which it financed these investments.

This concept is not new in banking. It is a novel way frequently used in developed
market systems. Funds are taken in trust and invested with the knowledge of clients.
These funds are always managed as a separate portfolio outside the bank’s assets and
liabilities.

It is further pointed out that managed funds portfolio accounts are not subject to

statutory regulations. Northern Trust, City Corp., Credit Swiss and Barclays are given
as examples of institutions which have asset management portfolios.



These funds were put in good investments which have an estimated value of Shs 78
billion. Among these is the ‘alleged lending to Westmont’ which would now be worth
over Shs 30 billion (principal and interest) due to Greenland Bank. Greenland Bank is
in possession of the share certificate for the 49% ownership in UCB.
If the loan is not repaid, Greenland Bank would be entitled to the 49% ownership in
UCB. It is perhaps because of this, that the decision to close Greenland Bank was
made, to forestall the possibility of this eventuality.

Purchase of UCB

The reasons for the closure of the bank were external to the banking industry in the
strict sense. The decisions to intervene and to close the bank were not independently
taken by Bank of Uganda and there are no minutes of the Board of Bank of Uganda
to this effect.

In fact, the Board of Bank of Uganda from the minutes provided, had just approved a
Shs 10 billion standby facility to help the bank sail through the run which had resulted
from the contagion effect of the closure of three banks in a month and the persistent
negative press reports on Greenland Bank for its “alleged purchase of UCB”. The
major reason for the closure of the bank was its “alleged purchase of the UCB”.

These allegations irked the donor community, the foreign banks, some Members of
Parliament and certain sections of Government. These formed an alliance which
forced Bank of Uganda to intervene in Greenland Bank, an action they were not
prepared for.
The parties mentioned above were so bent on repossessing the UCB, and invoking
the FIS (Financial Institutions Statute) seemed to be the only way out. Bank of
Uganda, I believe, was prevailed upon to take over management both in UCB and
Greenland Bank in order to achieve the objective.

Allegations to the effect that I had violated the FIS were made, although both Bank
of Uganda and the Government were aware of all the transactions. Donors,
particularly through the World Bank envoy Dan Moses, were pressing Bank of
Uganda to close the Bank, one month after its take-over of management.

Bank of Uganda finally yielded and closed the Bank on April 1, 1999. As an excuse, I
was arrested and charged on the same day. The court trial has been going on for the
last one and a half years. It is Buganda Road Chief Magistrate’s Court Criminal Case
No. 718 of 1999; Uganda vs. Dr. Suleiman Kiggundu. This case relates to alleged



decisions purportedly attributed to me when I was Managing Director of Greenland
Bank 1991 - 1998.

Financing rebels?

Another contributory factor to this decision was perhaps the allegation by the
Military Intelligence that Greenland Bank was financing ADF rebels and working with
the Sudanese Government against Uganda.

In an article, The African Analysis of March 1999 wrote: “The alleged Greenland
connection to ADF may help explain the stormy relationship between the bank and
President Yoweri Museveni's government. The Uganda Government has long been
wary of Greenland because of its association with Sudanese interests. The bank also
rankled government when it allegedly held back a consignment of medication worth
several million dollars destined for fighters in John Garang’s Sudan Peoples’
Liberation Army. It is thought that only a court injunction may have stopped
Museveni’s administration from freezing Greenland’s Central Bank account. The
name of Museveni’s brother, Major General Salim Saleh, was until recently linked
with Greenland Bank and its sister company, Greenland Investments, but he and
others have now distanced themselves possibly to pre-empt a concerted effort by
the Government to rein in the Greenland Empire and cut off links to the ADF”. Africa
Analysis, March 1999.

A member of the Select Committee of Parliament on Privatisation had earlier made
similar allegations when he asserted during my appearance at the committee that
they could not allow a major bank to go into the hands of people who were working
with the enemies of Uganda, namely Sudan. Although the chairman of the select
committee tried to quash what was regarded as ‘classified information’, the cat had
already been let out of the bag. This fallacy was apparently held in several quarters
of Government.

Saleh’s role

On December 4, 1998, Major General Salim Saleh issued a statement claiming that he
had bought UCB using Greenland. That night, Police was deployed in big numbers at
all Greenland Bank branches in the country. The next morning, Sunday, December 5,
a letter dismissing me from the position of Managing Director of Greenland Bank was



delivered to my residence by no less a person than the Executive Director, Bank
Supervision. What a coincidence!

These actions underscored the sense of urgency of the decision that was supposedly
made by the Central Bank on Saturday although there is no evidence of any Bank of
Uganda Board meeting discussing any intervention in Greenland Bank. The
coincidence of this decision with Major General Salim Saleh’s statement of the same
day is one of the Seven Wonders of the World.

Within four months of Bank of Uganda intervention in Greenland Bank, the deposit
withdrawals continued and Bank of Uganda was unable to stem the deteriorating
confidence of the public in the bank. The bank’s clearing account worsened, from
negative Shs 5.8 billion as of December 5, 1998 to negative Shs 24.4 billion by end
March, 1999. Bank of Uganda, instead of standing firm, panicked and abruptly closed
the bank.

Bank of Uganda, the Government and its foreign backers, would have preferred to
pay out Shs 62 billion to depositors and close the bank, instead of allowing the bank
to overdraw its account by say an extra Shs 10 billion and keep it running. This would
have enabled the continued employment of about 400 Ugandans and continued
service to more than 120,000 customers who revered the bank.

Closing ‘Iz branch

Equally baffling was the closure of Greenland Bank Tanzania at the request of the
authorities of Uganda. Greenland Bank Tanzania was not a branch of Greenland Bank
Ltd. It was a separate bank, locally incorporated under the laws of Tanzania and
under the supervision of Bank of Tanzania. At the time of its closure, Greenland Bank
(T) was in a very healthy position. It had a deposit base of TZ Shs 5.7 billion and a cash
holding of TZ Shs 3.5 billion, giving it a liquidity position of 62%.

Its loans and overdrafts were TZ Shs 2.5 billion, giving a lending ratio of only 44%.
One year after the closure, virtually all these loans and overdrafts were recovered
and the Governor authorised all depositors to be given all the money standing to
their credit at the time of closure, using the bank resources.

This has already been done and terminal benefits to all workers have also been paid.
The bank now retains some balance and all the assets of the bank in Dar-es-Salaam



and Zanzibar remain intact. For us as promoters and shareholders, we shall always
remain wondering why the bank was closed.

In both cases, it is pertinent to think that the closure of Greenland Bank here in
Uganda as well as in Tanzania was a punishment imposed because of some kind of
wrongdoing, but not  strictly = because of  financial = reasons.
[ decry] the unwarranted destruction and desecration of Greenland Bank and the
desperate attempt to damage the hard-earned reputation of its founding Managing
Director.

“He who steals my purse steals trash. But he who steals my reputation steals that which
is nothing to him, but everything to me” - William Shakespeare

Meeting Museveni

After my imprisonment and release on bail, I met H.E. the President, on April 25, 1999
together with the Chairman of the [Greenland] Board of Directors Hajat Masituula
Mayanja and some other shareholders.

After making our presentations to him on the affairs of the bank, he conceded that
Bank of Uganda was wrong to close the bank before listening and giving an
opportunity to the shareholders to correct the situation.

The President agreed that Bank of Uganda should have given conditions to the
shareholders which if they failed to fulfill, then it would have been justified to close
the bank. The President promised to have the decision reviewed and he immediately
appointed his Minister of Economic Monitoring, Kweronda-Ruhemba, to be in
charge of the review exercise. The shareholders met and agreed on a proposal for
the re-opening of the bank, which proposal was handed over to the Minister on April
30, 1999. Unfortunately, we have never heard from the Minister or anyone from the
Government or Bank of Uganda on this matter.
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