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Introduction and summary
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The BAAC risk-contingency system—
Lending procedures
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Amount scheduled to be paid

Repaid on time

Justified
nonrepayment

Not repaid on time

Not justifed
or willful default

Entails an interest
penalty of 3%

Not restructured
entails 3%

penalty rate?

Restructured
principal and/or

interest
(max 3 times)

Original
loan

Rescheduled
loan

1st time

2nd time

3rd time

Regular interest
income

Gov't transfer
compensation for

principal? or +
interest?

Penalty
interest
income

As grant? As subsidized
loans?
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How to provision—Some examples
and the general theory of risk bearing
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BAAC accounts in practice and
how they might be improved
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March 31, 1999 March 31, 1998 March 31, 1997

baht % baht % baht %

Assets
Cash and deposits at banks 4,026 1.46 9,890 3.73 3,414 1.45
Investment in securities

Government bonds 30,580 11.05 32,300 12.18 25,430 10.80
Other securities 113 0.04 123 0.05 125 0.05

Net loans 225,962 81.67 204,509 77.09 185,812 78.93
Net accrued interest receivable (not yet paid) 9,279 3.35 10,578 3.99 8,404 3.57
Properties foreclosed — — — — 5 —
Net land, buildings, and equipment 4,977 1.80 5,205 1.96 5,429 2.31
Other assets 1,743 0.63 2,684 1.01 6,792 2.89
Total assets 276,680 100.00 265,290 100.00 235,411 100.00

Liabilities and shareholders’ equity
Deposits 180,564 65.26 165,007 62.20 131,841 56.00
Interest-bearing interbank accounts — 45 0.02 3,611 1.53
Borrowing 60,283 21.79 67,157 25.31 79,614 33.82
Other liabilities 15,279 5.52 15,369 5.79 13,354 5.67
Total liabilities 256,126 92.57 247,578 93.32 228,720 97.16

Shareholders’ equity
Capital fund

Authorized share capital
200,000,000 shares of 100 baht per share 30,000 20,000 20,000

Issued and paid-up share capital
93,815,098 shares of 100 baht per share 9,382 3.99
111,721,440 shares of 100 baht per share 22,761 8.23 11,172 4.21

Surpluses
Increase in capital from government 34 0.01 10,034 3.78 1,034 0.44
Surplus from donation 1,036 0.37 1,030 0.39 1,015 0.43
Deferred gains (losses) due to

Exchange rate fluctuations –6,918 –2.50 7,954 3.00 –9,003 –3.82
Retained earnings
Reserves 735 0.27 693 0.26 622 0.26
Unappropriated retained earnings 2,900 1.05 2,737 1.03 3,641 1.55

Total shareholders’ equity 20,555 7.43 17,712 6.68 6,691 2.84

Total liabilities and shareholders’ equity 276,680 100.00 265,290 100.00 235,411 100.00

Note: Amounts are bahts in millions. Tentative figures prior to certification by the Office of the Auditor General of Thailand.
Columns may not total due to rounding.
Source: Bank for Agriculture and Agricultural Cooperatives (1999).
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March 31, 1999 March 31, 1998 March 31, 1997

baht % baht % baht %

TABLE 2

�������������������������
%
��

Revenues
Interest earned on loans to client farmers 19,768 82.33 21,187 86.98 19,704 79.88
Interest on loans to farmers’ institutions 1,497 6.23 1,723 6.34 1,191 4.83
Interest on deposits with other banks 32 0.13 143 0.53 124 0.50
Interest on government bonds and promissory notes 542 2.26 2,266 8.34 2,040 8.27
Other incomea 2,173 9.05 1,850 6.81 1,607 6.52
Total revenues 24,011 100.00 27,170 100.00 24,665 100.00

Expenses
Salaries, wages, and fringe benefits 3,291 13.87 3,123 11.58 3,177 13.64
Interest paid on deposits 6,055 25.52 10,035 37.21 9,325 40.04
Interest on commercial bank deposits — — 261 0.97 280 1.20
Interest on borrowing and promissory notes 3,987 16.80 5,321 19.73 5,221 22.42
Loan expenses 31 0.13 27 0.10 163 0.70
Travel and per diem expenses 126 0.53 120 0.44 133 0.57
Provision for doubtful accounts 5,665 23.87 4,833 17.92 2,751 11.81
Bad debts written off 7 0.03 9 0.03 27 0.12
Other expenses 1,179 4.97 1,287 4.77 1,054 4.52
Depreciation on assets and leasehold amortization 592 2.50 616 2.29 600 2.57
Losses due to exchange rate fluctuation 1,983 8.36 550 2.04 557 2.39
Total expenses 23,731 100.00 26,967 100.00 23,289 100.00

Net profit 280 203 1,377

aOther income includes government transfers among other items.
Note: Amounts are bahts in millions. Columns may not total due to rounding.
Source: Bank for Agriculture and Agricultural Cooperatives (1999).
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Age of Loan loss
principal overdue provision rate (%)

< 1 year 10
> 1–2 years 30
> 2–3 years 50
> 3–4 years 70
> 4 years 100

Source: Data from Bank for Agriculture and Agricultural
Cooperatives.
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TABLE 4
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Average
Amount in Percent Amount in Percent Amount in percent

Years in arrears arrears, change arrears, change arrears, change,
        (age) 1997 1997–98 1998 1998–99 1999 1997–99

1 4,488 –40.53 6,272 –49.35 3,938

2 1,246 –22.95 2,669 –25.03 3,177

3 509 –22.00 960 –20.10 2,001 –33.23

4 295 –22.71 397 –20.40 767 –21.54

5 224 –20.98 228 –19.74 316 –21.21

6 73 –20.55 177 –17.51 183 –21.24

7 45 –17.78 58 –17.24 146 –19.27

8 29 –17.24 37 –18.92 48 –18.91

9 15 –16.56 24 –17.33 30 –18.35

10 136 126 124 –17.00

Total 7,060 55.07 10,948 –1.99 10,730 23.28

Outstanding
  from FY 1997 7,060 –33.77 4,676 –22.69 3.615 –28.44

Outstanding
  from FY 1998 — — 10,948 –37.96 6,792 —

Note: Amounts are bahts in millions.
Source: Bank for Agriculture and Agricultural Cooperatives (1999).
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