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Abstract

The purpose of this study was to study the earnings quality of the government bank in
Thailand. There were three banks selected in this study included Krung Thai Bank Public
Company Limited, which registers in The Stock Exchange of Thailand. Also, Government Saving
Bank and Bank for the Agriculture and Agriculture Cooperative, which are the banks of
government but do not register in The Stock Exchange of Thailand, were the two remaining banks
of this study. Three years financial statement since 2004-2007 was analyzed. Then the data by
using the techniques, which were used in analyzing the quality of earnings such as finding signals,
evaluating the effects of accounting policy toward the quality of earnings, management appraisal,
financial ratio analysis, or measurement of the variation and the risk.

The results from the earning quality analysis for Krung Thai Bank Public Company
Limited, revealed that the actions which positively affected to the earning quality were the
auditor’s non-conditional report in 2004-2007. Also, there was the account policy on the
reconizion of the income from the interests according to the accurate basic. This reflected the real
economic condition following the General Account Accept Principle (GAAP). In additional, there
was a change on the allowance of doubtful account based on the regulation of the Bank of
Thailand. It also included a good financial ratio of the bank. However, there were some negative
effects to the earning quality. There was the continuous increase of long—term-loan creditors.
Also, the short-term loan was unusually increased which affected to the liquidity and the ability of

paying debt.



For the quality of earning analysis of Government Saving Bank, the result showed that
the actions which positively affected to the earning quality were the change of the accounting
policy on the reconizion of the change of the credit based on the cash basic to the accurate basic,
that reflected the real economic condition according to the GAAP. Also, a good financial ratio of
the bank was included. For the negative effects to the earning quality, the auditor had presented
the conditional report in 2004 to 2006 that the long-term loan was increased continuously. There
was the change of the estimating account on the allowance of doubtful account in order to
accompany with the principles of the Ministry of Finance, which was different from the principles
of the Bank of Thailand. In addition, the policy of the record of the credit as the investment based
on the Ministry of Finance was used. This was different from the GAAP but permitted to use by
the Ministry of Finance.

The result of the quality of earning analysis of the Bank for the Agriculture and
Agriculture Cooperative, found that the actions which positively affected to the earning quality,
were the accounting policy which reflected the real economic condition based on the accurate
basic following the GAAP. As well, the bank had a good financial ratio. For the negative actions
which affected to the earnings quality, the auditor gave the conditional opinion in the year of 2004
and 2005 that the income statement was qualified opinion that it was not correct. Also, the short-
term loan was highly increased. The marketing expenses was set as a deferred account. Its
account policy was different from the policy of same type of industry that was permitted by the
Ministry of Finance. The result of the losses from the exchange rate was allowed to inform that it
was changed to deferred account and divided to pay within five years. This action was not
followed the GAAP.

Moreover, the banks of government had the rules which used to control the management
of financial statement and there were different institutes to take care of each bank. For example,
Krung Thai Bank Public Company Limited is under control of The Stock Exchange of Thailand.
Government Saving Bank is taken care by the Ministry of Finance. The institute, which is in
charge of Bank for the Agriculture and Agriculture Cooperative, is Bank of Thailand. There are
different rules in managing financial statement according to the different regulations for each
bank. So, people, who have responsibility on the financial statement, should consider these

regulations as the one factor for analyzing the quality of earnings too.





