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ABSTRACT

The purpose of this study was to obtain the reason for methods used and the
outcome of creative accounting for financial institutes

From the analysis of annual report sent to financial institutions’ stockholders
during 1996 — 1997,when contained financial statements, the note of financial
statements, auditor’s reports and the president’s letters, the results obtained with the
ideas received from interviewing financial institution’s administrators, namely, branch
managers within Chiang Mai and Chiang Rai provinces, it could be summarized as
follows.

The main reason for Thai ﬁnancial institutions’ creative accounting resulted from
the administrator’s desire to encourage outside investment, Earlier, financial
institutions were under single administrative staff control. When the ability for
mobilizing the capital ﬁdm the country’ securities exchange was high, from increaed
stock selling, benefits come in the form of increased salaries, bonuses, warranties
changed into common stock or preferred stock, special rewards to the committee
members or transfer of cash for their own. use by making use of unclear regulations
and hiding unusﬁal data along with releasing faulty reports to the public.

In the past, most ﬁnari‘cial institutions hid bad management results and showed

only excellent results to the public. Among such creative accounting, it was found that




the preference of ﬁsing accounting policies which showed the highest benefit, basic
was used accrue loans. Anothef method was the change of conservative accounting
policy to a non- conservative accounting policy. When considering income from
credited interest and the bank reserve for bad debts, the administrators neglected to
consider the appropriateness of guarantying certain loans for example of debtors who
did not have the ability fo pay back the debt and they also did not the attention to debt
collection. A huge amount of credit was granted to companies whose relatives of the
administrators of the bank were the managing personnel. The regular auditing by the
auditor could not detect such abnormal practice.

Such creative accounting done by financial institutions affected those who
were involved with making financial policy like The Bank of Thailand, The Securities
Exchange of Thailand (SET), investors, etc. The wrong analysis of the financial
statement balancing to such institutions resulted in damage to investors whose benefit
were lost. The conclusions drawn by The Bank of Thailand were therefore inaccurate
which resulted in a bad image of the country in the eyes of foreign investors. Analysis
of the economical trend also was not correct.

This study showed that The Bank of Thailand and SET played an important
role in controlling the financial institutions. The managers or owners of those
institutions must be honest in pracfice. Those who are involved with consideration of
the financial regulaﬁons must play fair. The accounting standards used with financial
institutions must be the same. Those who perform their duties falsely showed be
punished and the law should be. The most important thing is financial institution’s
administrators must be sinceré and follow the code of conduct in managing the
financial and banking business in order to ensure the seéurity of the country’s financial

institutions in the future.



