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Abstract

The objective of this study is to study the guidelines of how commercial banks set
provision of their worthless or irrecoverable assets and doubtful assets with regards to the notices
of the Bank of Thailand on the subsequent measurement and the provision setting of financial
institutes.

The methods of this study rely on the secondary data collected from textbooks,
accounting standards documents issued by the Institute of Certified Accountants and Auditors of
Thailand, the information from the Bank of Thailand, including notices, orders, circulated papers
and website. The data also comes from the samples of the commercial banks’ statements and
footnotes in disclosure allowance and doubtful account section.

The results of this study conclude that the commercial banks in Thailand has
changed their regulations on the provision requirements or allowance for bad debt and doubtful
debt because the Bank of Thailand, as the legal supervisor who regulates financial institutes, sets
provision of worthless or irrecoverable assets and doubtful assets for commercial banks in
accordance with the International Accounting Standard — IAS 39 concerning the Recognition and
Measurement of Financial Instruments in relations with the Impairment of financial assets,

which has been effective since the end of the year 2006.



The previous regulations require the commercial banks to set provision for over-
assessed credit of guaranteed object by subsequent measurement ratio. However, the current
regulations of the International Accounting Standard — IAS 39 requires the commercial Banks to
set the provision in an adequate amount in order to allow the impairment of credit, which
measured from the difference between historical value and present value of estimated future
cash flow from original effective interest method’s credit. The main principle is to assure that the
financial assets and financial liability appear in fair value in the financial statement and the
financial data reflects the real position of the company. Whether or not the book value will be
directly reduced or through offset account, the loss will be recognized in the profit and loss
statement.

The Bank of Thailand has established the presentation and disclosure form for the
commercial banks’ financial statement. The information of debtors classified by categories as
well as the accounting policies shall be revealed in the footnote of the financial statement.

The study on Guideline to Set Provision of Worthless or Irrecoverable Assets and
Doubtful Assets at Commercial Banks in accordance with the Bank of Thailand’s Regulation
should be useful to those who use financial statements and the government officials to have better

understandings on the commercial banks’ receivable transaction, allowance and bad debt cut-off.



