FINANCIAL SECTOR
Background

Business Licensing reforms in the financial sector were aimed at streamlining processes in order to ensure that licenses are clearly provided for in laws and regulations, licensing procedures are clear and straight forward. The criteria for review involved assessing the following:

(i) Legality of the licence
a. Is there sufficient legal basis for the license?

b. Is the law outdated or complex?

(ii) Necessity of the licence

Does this license serve a regulatory purpose such as health, safety or environmental protection?

(iii) Are the procedures for the licence business friendly? 

a. Does the license have the least impact on business activity and uses a minimum of public resources or is there a more efficient way to obtain the same result?

b. Cost of license on doing business (Standard Cost Model analysis)

This sector covered licenses in the following sub sectors:

1. Bank of Uganda
2. Capital Markets

3. Insurance 

4. Retirement Benefits

Summary of Recommendations on Licenses in the Financial Sector
	Law applicable 
	The Foreign Exchange Act, 2004


	

	License Name 
	Recommended Actions
	

	
	
	Eliminate
	Retain
	Streamline
	Reclassify
	Amalgamate
	Compliance Costs(millions)

	1.
	Forex bureau license
	
	Yes
	
	
	
	26

	2.
	Money remittance license
	
	Yes
	
	
	
	

	Law applicable 
	The Financial Institutions Act, 2004


	

	License Name 
	Recommended Actions 
	

	
	
	Eliminate
	Retain
	Streamline
	Reclassify
	Amalgamate
	Compliance Costs(millions)

	3.
	License to Transact Financial Institutions Business, Commercial Bank
	
	
	Yes
	
	
	52

	4.
	License to Transact Financial Institutions Business, Post Office Savings Bank
	
	
	Yes
	
	
	

	5.
	License to Transact Financial Institutions Business, Merchant Bank
	
	
	Yes
	
	
	

	6.
	License to Transact Financial Institutions Business, Mortgage Bank
	
	
	Yes
	
	
	

	7.
	License to Transact Financial Institutions Business, Credit Institution
	
	
	Yes
	
	
	37

	8.
	License to Transact Financial Institutions Business, Acceptance House
	
	
	Yes
	
	
	

	9.
	License to Transact Financial Institutions Business, Discount House
	
	
	Yes
	
	
	

	10.
	License to Transact Financial Institutions Business, Finance House
	
	
	Yes
	
	
	

	Law applicable 
	The Micro Finance Deposit-Taking Institutions Act, 2003
	

	License Name 
	Recommended Actions 
	

	
	
	Eliminate
	Retain
	Streamline
	Reclassify
	Amalgamate
	Compliance Cost (millions)

	11.
	Micro Finance Deposit-Taking Institutions License
	
	
	Yes
	
	
	37

	Law applicable
	The Capital Markets Authority Act, 1996, Cap. 84
	

	License Name 
	Recommended Actions 
	

	
	
	Eliminate
	Retain
	Streamline
	Reclassify
	Amalgamate
	Compliance Cost (millions)

	12.
	Approval of Stock Exchange
	
	
	Yes
	
	
	

	13.
	Brokers/Dealers License
	
	
	Yes
	
	
	18

	14.
	Brokers/Dealers Representative License; Investment Representatives License
	
	
	Yes
	
	
	14.4

	15.
	Investment Advisors  (Fund Manager) License
	
	
	Yes
	
	
	

	16.
	Investment Advisors License
	
	
	Yes
	
	
	17

	Law applicable
	The Collective Investment Schemes Act, 2009
	

	License Name
	Recommended Actions
	

	
	
	Eliminate
	Retain
	Streamline
	Reclassify
	Amalgamate
	Compliance Cost (millions)

	17.
	Investment Company with Variable Capital License
	
	
	Yes
	
	
	

	18.
	Unit Trust Scheme License
	
	
	Yes
	
	
	3.4

	19.
	Authorised Corporate Director License
	
	 
	Yes
	
	
	2.4

	20.
	Manager Unit Trust Scheme License
	
	
	Yes
	
	
	

	21.
	Trustee License
	
	
	Yes
	
	
	1.4

	Law applicable
	The Securities Central Depository Act, 2009
	

	License Name
	Recommended Actions
	

	
	
	Eliminate
	Retain
	Streamline
	Reclassify
	Amalgamate
	Compliance Cost (millions)

	22.
	License to Establish a Securities Central Depository
	
	
	Yes
	
	
	3.4

	23.
	License to Operate a Securities Central Depository
	
	
	Yes
	
	
	

	Law applicable
	The Insurance Amendment Act, 2011
	

	License Name
	Recommended Actions
	

	
	
	Eliminate
	Retain
	Streamline
	Reclassify
	Amalgamate
	Compliance Cost (millions)

	24.
	Insurance License
	
	
	Yes
	
	
	

	25.
	Reinsurance License
	
	
	Yes
	
	
	

	26.
	Health Insurance License
	
	
	Yes
	
	
	

	27.
	Amalgamation License
	
	
	Yes
	
	
	

	28.
	Transfer License
	
	
	Yes
	
	
	

	29.
	Insurance Broker License
	
	
	Yes
	
	
	

	30.
	Reinsurance Broker License
	
	
	Yes
	
	
	

	31.
	Risk Manager License
	
	
	Yes
	
	
	

	32.
	Loss Assessor License
	
	
	Yes
	
	
	

	33.
	Insurance Surveyor License
	
	
	Yes
	
	
	

	34.
	Claims Settling Agent License
	
	
	Yes
	
	
	

	Sector-Total
	34
	
	2
	32
	
	
	


Recommendations on Financial Sector laws
	Recommended Action
	Relevant Act

	
	

	Review and amend


	The Financial Institutions Act, 2004

	
	The Microfinance Deposit Taking Institutions Act, 2003

	
	The Capital Markets Authority Act

	
	The Collective Investment Schemes Act

	
	The Insurance Act


	Licence 
	Recommendation 
	Amendment 
	Notes 

	Financial Institutions sub sector

	License to Transact Financial Institutions Business, Commercial Bank
Section 12 of the Financial Institutions Act
	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months.

Consideration should be made to provide for electronic submission of applications. This would further streamline the business licensing process, especially for institutions wishing to apply outside Kampala.

The licenses under the Financial Institutions Act 2004 need to be streamlined to make a clear distinction between license activities and license classes. In addition to this, the Act should be amended to ensure harmony with technical terminologies along international lines.
	Amendment of the Financial Institutions Act;
1. Amendment of Section 12

Section 12 of the principal enactment is amended by substituting for sub section (1) the following; 

12. Processing, granting and refusal of licence

(1) The Central Bank shall, within three months after    receipt of an application, or of the additional information or clarification referred to in subsection (7) of section 10 of this Act, investigate and prepare a detailed report in respect of each application.

Amendment of Section 10(1)

Allowance for electronic submission should be done in Regulations under section 10 and 131 of the principal enactment and these should specify the mode of application with greater emphasis being placed on the security of the exchanged data.
NB for safety of public funds I am of the view that the three months time lag should be retained for a thorough investigation.
	Whereas the time may begin to reckon upon receiving any clarification or additional information, consideration for the application should be done in three months since it is not often the case that the Central Bank has numerous pending applications. 
The Central Bank should consider conducting a study to clarify and streamline the licences as recommended.

	License to Transact Financial Institutions Business, Post Office Savings Bank


	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months.

Consideration should be made to provide for electronic submission of applications. This would further streamline the business licensing process, especially for institutions wishing to apply outside of Kampala.


	
	Proposals under the License to Transact Financial Institutions Business, Commercial Bank shall equally apply here.

	License to Transact Financial Institutions Business, Merchant Bank


	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months.

Consideration should be made to provide for electronic submission of applications. This would further streamline the business licensing process, especially for institutions wishing to apply outside of Kampala.


	Before you get to electronic application there must be aground survey as to whether the applications there under are genuine.
	Proposals under the License to Transact Financial Institutions Business, Commercial Bank shall equally apply here.

	License to Transact Financial Institutions Business, Mortgage Bank


	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months.

Consideration should be made to provide for electronic submission of applications. This would further streamline the business licensing process, especially for institutions wishing to apply outside of Kampala.


	
	Proposals under the License to Transact Financial Institutions Business, Commercial Bank shall equally apply here.

	License to Transact Financial Institutions Business, Credit Institution
	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months.

Consideration should be made to provide for electronic submission of applications. This would further streamline the business licensing process, especially for institutions wishing to apply outside of Kampala.


	
	Proposals under the License to Transact Financial Institutions Business, Commercial Bank shall equally apply here.

	License to Transact Financial Institutions Business, Acceptance House


	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months. Consideration should be made to provide for electronic submission of applications. This would further streamline the business licensing process, especially for institutions wishing to apply outside of Kampala.
	
	Proposals under the License to Transact Financial Institutions Business, Commercial Bank shall equally apply here.

	License to Transact Financial Institutions Business, Discount House
	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months.

Consideration should be made to provide for electronic submission of applications. This would further streamline the business licensing process, especially for institutions wishing to apply outside of Kampala.


	
	Proposals under the License to Transact Financial Institutions Business, Commercial Bank shall equally apply here.

	License to Transact Financial Institutions Business, Finance House


	The Financial Institutions Act 2004 and the Licensing regulations there under should be amended to streamline the application time lines by reducing the application evaluation period of six months.

Consideration should be made to provide for electronic licenses/licensing. This would further streamline the business licensing process, especially for institutions wishing to apply outside of Kampala.
	The time line for the six months be retained for thorough investigation in the interest of public safety.
	Proposals under the License to Transact Financial Institutions Business, Commercial Bank shall equally apply here.

	The Microfinance Institutions sub sector

	Micro Finance Deposit-Taking Institutions License

Section 7 of the Micro Finance Deposit Taking Institutions Act

Regulation 10 of the Micro Finance Deposit-Taking Institutions (Licensing) Regulations  
	The Act and the Licensing regulations should be amended to attain the following:

· A reduction in the license consideration time frame of six months;

· A stipulation of the time line between the initial submission, the interview and the submission of the letter of acceptance of application. 
	Amendment of the Micro Finance Deposit Taking Institution Act;
1. Amendment of Section 7

Section 7 of the principal enactment is amended in sub section (3) by substituting the words ‘six months’ with the words ‘three months’.

Amendment of  the Micro Finance Deposit-Taking Institutions (Licensing) Regulations;

1. Amendment of Regulation 10

Regulation  Amendment of  the Micro Finance Deposit-Taking Institutions (Licensing) Regulations;

1. Amendment of Regulation 10

Regulation 10 is amended by substituting the words ‘six months’ with the words ‘three months’.
	

	The Capital Markets sub sector

	Approval of Stock Exchange

Regulation 4 of the Capital Markets Authority (Establishment of Stock Exchanges) Regulations
	The Establishment of Stock Exchanges regulations should be amended to lift restrictions on profit-making and on membership. This will allow for competitive applicants and opportunities for strategic partnerships.
	Amendment of the Capital Markets Authority (Establishment of the Stock Exchanges) Regulations

1. Amendment of Regulation 4

The principal Regulations are amended by deleting and substitution of regulation 4 with the following;
  4. Fit and Proper Test
A company and all officers of the company that seek to be approved as a Stock Exchange shall undergo a fit and proper person test as set out in the second schedule to these Regulations.

 
	The fit and proper person test should aim at assessing the capability of the intended applicants given that this will no longer be restricted to stock brokers or dealers.
Risk management abilities of the applicants should also be covered under this test.

	Brokers/Dealers License

Regulation 13 of the Capital Markets (Licensing) Regulations
	The Broker/ Dealer license be streamlined through an amendment of the Capital Markets Authority (Licensing) Regulations to reduce the application time lines and make provision for specific application deadlines for purposes of license application predictability.
	Amendment of the Capital Markets (Licencing) Regulations;
1. Amendment of Regulation 13.

Regulation 13 sub regulation (1)  is amended to provide as follows;

13. Period of Application

(1) The authority shall consider an application and inform the applicant of its decision within thirty days after the application has been lodged with it; except that where further information has been required in accordance with section 34(2) of the Act, the authority may extend the above period considering any delay that may have been occasioned by the applicant.  


	

	Brokers/Dealers Representative License; Investment Representatives license 
	The Broker/ Dealer and investment advisor representatives license be streamlined through an amendment of the Capital Markets Authority (Licensing) Regulations to reduce the application time lines and make provision for specific application deadlines for purposes of license application predictability.
	
	Amendment under the Broker/Dealer’s licence automatically affects this licence.

	Investment Advisors License


	The Investment Adviser’s license be streamlined through an amendment of the Capital Markets Authority (Licensing) Regulations to reduce the application time lines and make provision for specific application deadlines for purposes of license application predictability.

In order to allow for the operation of investment banking services in Uganda, another category of “Investment Banks” should be introduced in the capital markets licensing regime. Investment banks could then be duly licensed and regulated by the Capital Markets Authority.
	
	Amendment under the Broker/Dealer’s licence automatically affects this licence.

	Investment Company with Variable Capital License

Regulation 15 of the Collective Investment Schemes (Licensing) Regulations
	The CIS licensing regulations should be amended to reduce the six month application consideration period. In addition, the licensing, review, approval and response periods should be clearly established within the intended 45 day maximum processing period. The Capital Markets Authority Act has been amended to enable the CMA Board to sit quarterly instead of monthly. As the Board is currently the review and approval body, it would thus be prudent to have this function as a licensing authority delegated to a competent committee than can convene more frequently than the full board. 
	Amendment of the  Collective Investment Schemes (Licensing) Regulations;
1. Amendment of Regulation 15;

Regulation 15 is amended by substitution of the words ‘six months’ with the words ‘sixty days’.

15. Period of Application

(1) The authority shall consider an application and inform the applicant of its decision within thirty days after the application has been lodged with it; except that where further information has been required in accordance with regulation 8, the authority may extend the above period considering any delay that may have been occasioned by the applicant.  


	The Board should administratively appoint a licencing committee

	Unit Trust Scheme License
	The CIS licensing regulations should be amended to reduce the six month application consideration period. In addition, the licensing, review, approval and response periods should be clearly established within the intended 45 day maximum processing period. The Capital Markets Authority Act has been amended to enable the CMA Board to sit quarterly instead of monthly. As the Board is currently the review and approval body, it would thus be prudent to have this function as a licensing authority delegated to a competent committee than can convene more frequently than the full board. 


	
	Amendment under the Investment Company with Variable Capital License automatically affects this licence.
The Board should administratively appoint a licencing committee

	Authorised Corporate Director License


	The CIS licensing regulations should be amended to reduce the six month application consideration period. In addition, the licensing, review, approval and response periods should be clearly established within the intended 45 day maximum processing period. The Capital Markets Authority Act has been amended to enable the CMA Board to sit quarterly instead of monthly. As the Board is currently the review and approval body, it would thus be prudent to have this function as a licensing authority delegated to a competent committee than can convene more frequently than the full board. 
	
	Amendment under the Investment Company with Variable Capital License automatically affects this licence.
The Board should administratively appoint a licencing committee

	Manager Unit Trust Scheme License


	The CIS licensing regulations should be amended to reduce the six month application consideration period. In addition, the licensing, review, approval and response periods should be clearly established within the intended 45 day maximum processing period. The Capital Markets Authority Act has been amended to enable the CMA Board to sit quarterly instead of monthly. As the Board is currently the review and approval body, it would thus be prudent to have this function as a licensing authority delegated to a competent committee than can convene more frequently than the full board. 
	
	Amendment under the Investment Company with Variable Capital License automatically affects this licence.
The Board should administratively appoint a licencing committee

	Trustee License


	The CIS licensing regulations should be amended to reduce the six month application consideration period. In addition, the licensing, review, approval and response periods should be clearly established within the intended 45 day maximum processing period. The Capital Markets Authority Act has been amended to enable the CMA Board to sit quarterly instead of monthly. As the Board is currently the review and approval body, it would thus be prudent to have this function as a licensing authority delegated to a competent committee than can convene more frequently than the full board. 
	
	Amendment under the Investment Company with Variable Capital License automatically affects this licence.
The Board should administratively appoint a licencing committee.

	License to Establish and Maintain a Securities Central Depository


	The License to Establish and Maintain a Securities Central Depository be streamlined by amending the Securities Central Depositories Act, 2009 and the Securities Central Depositories Regulations 2009, to provide for specific application time lines for this license.
	Amendment of the Securities Central Depository Act;

1. Amendment of Section 4
Section 4 of the principal enactment is amended by inserting the following new subsection;
(4)  The authority shall consider an application and inform the applicant of its decision within thirty days after the application has been lodged with it; except that where further information has been required in accordance with sub section (3), the authority may extend the above period considering any delay that may have been occasioned by the applicant.  

Amendment of the  Securities Central Depositories Regulations;
1. Amendment of regulation 4
Regulation of the principal regulations is amended by inserting the following new sub regulation;

(3)  The Uganda Securities Exchange shall consider an application for appointment as an SCDA and inform the applicant of its decision within thirty days after the application has been lodged with it.
	


I wish to note that the amendments are okay however consideration for reduction in the application period should not be tampered with for safety of public funds.
 From my simple analysis I wish to note that there was reason for the legislators to fix such long durations for financial institutions much as we need to make process quicker we ought to look out for the protection of the end user not just encouraging investment to the detriment of poor Ugandans.

In addition to the above much as this is an e –era we still have to look at inspection of the premises and site location since all financial applications need an ear to the ground not just approval on line for safety of public funds.
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