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Thesis Tile The Legal Measures on the Control of Investment in other

Business of Commercial Bank under the Commercial Banking

Act, B.E. 2505
Name Mr. Manat Lekchoophon
Thesis Advisor Assoc.Prof.Dr. Poom Chockmoh
Department Law
Academic Year 2000
ABSTRACT

The objectives of this thesis were to study the development of banking laws in
Thailand and the problems of enforcement to prevent bank’s Investment in other
businesses. Both domestic and foreign legal documents were reviewed and used for
analysis about clearness, conciseness, and weakness of banking laws that be able to
protect bank’s depositors.

The study was done on the control of the present commercial Banking Act, B.E.
2505, comparing the enforcement efficiency to the Draft of The Business of financial
institutions act, B.E......... in order to control and probe the performance of financial
institutions more effectively for the benefit of people.

The results of study found that section 12(5) of Commercial Banking Act, B.E.
2505, is not conéise, clear and effective enough compared to the Draft of The Business of
financial institutions act, BE......... However, the draft still has some weak points that
should be remedied before its complete enactment in order to be clearer for enforcement
and to make commercial banks administrators considerate in their performance beneficial

to people.
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Federal Reserve Act 1931 (Banking Law in the United State)
d' P 9/ [ o - L4 [
1As123 A FesnnunetesiuusimlumienalszTovd anun
@)(1) swmsaFauazusindess1vezidsuiudutiugsnenseu
1 P o XY “ 3
Agu IUREIAULTEN AT 41
(A) lunsaivesuSEmlunie S1musWMSAUNUEINIVOS
SRS AIBNUasUS HNgooAns iy 10% VBuRuUUAAIUIAUYUVEITUIATS
TN uaz
] k4
B) nsanusEnlumIeNvue  S1IUTWNIIAUHUEINIVS
FUIAAUITNLAsUTENgouded ity 20% YBIRUNU LAz EIUBUNUYBITUIATS
113N
b4
@ agqiszasveaasiil assuiugsiela q Tassunasaundndu
yanala q szdedlunsdudugsfeduuSinlwnSeawsmaunsduiugsiell
Saquszaan lunsuanmiiils nieTouldusinlunde
k4 .

(3) suimsanIFnuazuIindeserns: idedunindguaindinin
usanluaie duuasnmsuievusimdes luduiiunsdsmaudestndase wie
Yo de Y a a Q( “a o o P Y M a an o o
lasvveunueldgequifsuantludunindlussoznamdndednsaunindlay

viinlwnse
(4) ndutiugsnangnaseunqule q uazmsdutiugsnala q ondu
[V XY ] [ = aoo - 9/ 4? K%
moladetes (@) senINsUIAEANFNUAzUTEN lunsevzAeduegiusezia

ﬁ' P + P o o owa & o 0'1 2
wazReu i linlasuuilasfiunsiiavessunismennuilasasouaziung

’Federal Reserve Act 1931, Banking Law in the United State. (United State of
America: Batterworth Legal Publishers, 1988), p.239.

Section 23A - Relations with Affiliates Restrictions on Transactions with
Affiliates

(a)}(1) A member bank and its subsidiaries may engage in a covered transaction

with and affiliate only if-
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(A) in the case of any affiliate, the aggregate amount of covered
transactions of the ember bank its subsidiaries will not exceed 10 per centum of the capital
stock and surplus of the member bank; and

(B) in the case of all affiliates, the aggregate amount of covered
transactions of the member bank and its subsidiaries will not exceed 20 per centum of the
capital stock and surplus of the member bank.

(2)For the purpose of this section, any transaction by a member bank
with any person shall be deemed to be a transaction with and affiliate to the extent
that the proceeds of the transaction are used for the benefit of or transferred to, that
affiliate.

(3) A member bank and its subsidiaries may not purchase a low-quality
asset from an affiliate unless the bank or such subsidiary, pursuant to an
independent credit evaluation, committed itself to purchase such asset prior to the
time such asset was acquired by the affiliate.

Any covered transactions and any transactions exempt under subsection (d)
between a member bank and an affiliate shall be on terms and conditions that are consistent

with safe and sound banking practices.
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*Banking Act 1987 CHAPTER 22
Investigations Section 41.-

(1) Ifit appears to the Bank desirable to do so in the interests of the depositors
or potential depositors of an authorized institution the Bank may appoint one or more
competent persons to investigate and report to the Bank on-

(a) the nature, conduct or state of the institution’s business or any
particular aspect of it; or
(b) the ownership or control of the institution;

and the Bank shall give written notice of any such appointment to the institution
concerned.

(2) If a person appointed under subsection (1) above thinks it necessary for the
purposes of his investigation, he may also investigate the business of any body corporate
which is or has at any relevant time been-

(a) a holding company, subsidiary or related company of the institution
under investigation;

(b) a subsidiary of related company of a holding company of that
institution;

(c) aholding company of a subsidiary of that institution; or

(d) a body corporate in the case of which a shareholder controller of that
institution, either alone or with any associate or associates, is entitled to exercise, or control the
excrcise of, more than 20 per cent. Of the voting power at a gencral meeting;

or the busincss of any partnership of which that institution is or has at any

relevant time been a member.
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(3) If a person appointed under subsection (1) above thinks it necessary for the
purposes of his investigation in the case of an authorized institution which is a partnership
(“the authorized partnership”) he may also investigate the business of-

(a) any other partnership having a member in common with the authorized
partnership;

(b) any body corporate which is or has at any relevant time been a member
of the authorized partnership;

(c) any body corporate in the case of which the partners in the authorized
partnership hold more than 20 per cent, of the shares or any partner in the authorized
partnership, either alone or with any associate or associates, is entitled to exercise, or control
the exercise of, more than 20 per cent, of the voting power at a general meeting; or

(d) Any subsidiary related company or holding company of any such body
corporate as is mentioned in paragraph (b) or (c) above or any holding company of any such
subsidiary.

(4) Where a person appointed under subsection (1) above decides to investigate
the business of any body by virtue of subsection (2) or (3) above he shall give it written notice

to that effect.
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Banking Law (Law No.59; June 1, 1981 : as amended on October 16, 1998
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*Article 16-3 A bank and its subsidiaries shall not in aggregate acquire or own a
number or valuc of shares, etc. in a domestic company in excess of the standard number of
shares, etc. (a number or value of shares, etc. calculated as five percent of the total issued

shares, etc. of said domestic company; and so for the remainder of this Article).
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°Banking Act Chapter 19, S.32(1) No bank shall, after 9" March 1984, enter into
an agreement to acquire the share capital into an agreement to acquire the share capital of any
company by virtue of which the bank would, if the agreement is carried out, acquire or hold,
directly or indirectly, an interest of 20% or more of the share capital of that company, without
first notifying the Authority of its intention to enter into the agreement and obtaining the

approval of the Authority to its entering into the agrecment.
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7Ba.nking Law Section 87 Limitation on shareholding by authorized institutions

(1) Subject to subsection (2), an authorized institution incorporated in Hong
Kong shall not acquire or hold any part of the share capital of any other company or
companies to an aggregate value in excess of 25 per cent of the capital base of the institution,
except such share capital as the institution may hold as security for facilities granted by it or
acquire in the course of the satisfaction of debt due to it;

Provided that all share capital acquired in the course of the satisfaction of the
debts due to it shall be disposed of at the earliest suitable opportunity, and in any event not
later than 18 months after the acquisition thereof or within such further period as the monetary

authority approved in writing in any particular case.
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