Frequently Asked Questions

FAQ EN 1216

Deposit Protection Principles
1. What is deposit protection?

Deposit protection is an important government policy measure aimed at protecting
the interests of depositors by reimbursing their deposits promptly if any ﬁnancial
institution experiences difﬁculty and has its banking license revoked.

2. How is the core principles of international deposit protection schemes
determined?

The objectives of international deposit protection schemes are to create ﬁnancial
stability, strengthen the ﬁnancial institution system, and protect depositors. This
scheme primarily focuses on retail depositors. The coverage limit for each country
varies but it typically covers at least 90 percent of depositors in the ﬁnancial system.

3. Why is a deposit protection scheme needed in Thailand?

Previously, Thailand did not have an explicit deposit protection scheme until the
1997 Financial Crisis. The Cabinet at the time passed a resolution to appoint the
Financial Institutions Development Fund to insure all deposits during the crisis.
This helped maintaining conﬁdence in the ﬁnancial institution system and reduced
extensive deposit withdrawals. In addition, a study on deposit protection schemes
with coverage limits based on international standards was conducted during this
period to develop and strengthen the ﬁnancial institution system under market
mechanisms. The reason was because a prolonged blanket guarantee may cause
moral hazard for ﬁnancial institutions and become a burden for all taxpayers.

4. How do depositors beneﬁt from deposit protection?

Depositors will be automatically protected without any further necessary action once
a bank account has been opened as stated by the Deposit Protection Agency Act B.E.
2551 (DPA Act). In the event that a ﬁnancial institution’s license has been revoked,
every depositor in the ﬁnancial institution will promptly be reimbursed in accordance
with the law. For deposit accounts exceeding the coverage limit, depositors may be
able to receive the remaining portion from the Deposit Protection Agency once the
ﬁnancial institution’s assets have been liquidated.

5. What is the source of funds used to reimburse depositors?

The money comes from the “Deposit Protection Fund”, which every ﬁnancial institution
contributes to under the DPA Act. The fund is managed by the Deposit Protection
Agency, and is invested in highly secure and liquid securities with reasonable returns
such as government bonds, Treasury bills, Ministry of Finance guaranteed bonds,
and bank deposits at the Bank of Thailand, etc.
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Deposit Protection Guidelines and Exemptions
6. Which ﬁnancial institutions are covered/insured under the Deposit Protection
Agency Act?
o Commercial Banks (including branches of foreign banks licensed to operate in
Thailand)
o Finance Companies
o Credit Foncier Companies
Financial institutions other than the types listed above are not subject to the DPA Act,
such as:
• Financial institutions established under speciﬁc laws, which have not been
prescribed in the Royal Decree to be a ﬁnancial institution under the DPA Act
such as the Government Savings Bank, Islamic Bank of Thailand, Bank for
Agriculture and Agricultural Cooperatives, and Government Housing Bank
• Cooperatives, Credit Unions, etc.

7. Which ﬁnancial products or deposits are not protected?
The following types of deposits are not protected:

o Deposits denominated in foreign currency
o Non-Resident Baht Accounts which fall under the Exchange Control Act, i.e. deposits
of non-residents opened for the purpose of investment in securities and other
ﬁnancial instruments in Thailand and settlement for trades and services
o Structured deposits
o Interbank deposits
The following ﬁnancial products are not considered as deposits:
o Cashier’s cheques, bills of exchange, and debentures issued by ﬁnancial institutions
o Investments in ﬁnancial instruments such as mutual funds, Long Term Equity Funds
(LTF), Retirement Mutual Funds (RMF), and government bonds
o Life insurance policies issued by insurance companies

8. Are non-standard accounts such as accounts without a passbook, or savings
accounts with life insurance policies protected under the deposit protection scheme?
These types of deposits are eligible for protection even without a passbook. For
savings accounts with life insurance policies, only the savings account is protected
but the life insurance policy is not eligible for protection because it is not a deposit.

9. Are deposit accounts of a group of persons, jointed accounts, juristic persons,
foundations, temple associations, cooperatives, and life and non-life insurance
companies protected?
These deposits are protected under the same regulation as ordinary depositors as
long as they are opened at ﬁnancial institutions covered under the DPA Act.
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10. Are deposit accounts of foreigners in Thailand protected?

These deposit accounts are protected as the account is within the deposit coverage
scope and the currency is in Thai baht. However, deposits of Non-Resident Baht
Accounts which are under the Exchange Control Act are not covered.

11. What does ‘the coverage amount per a depositor per ﬁnancial institution
mean?
The coverage amount which will be reimbursed to an individual is calculated by
accumulating every deposit account from every branch of a ﬁnancial institution that
belongs to one person’s name.
Example: Mr. John’s saving accounts in
Bank A
Bangkok branch – 15,000,000 baht
Pattaya branch – 2,000,000 baht
Total
– 17,000,000 baht

Bank B

Chiang Mai branch
Lamphun branch
Total

– 500,000 baht
– 700,000 baht
– 1,200,000 baht

If both Bank A and Bank B’s licenses have been revoked on the 31st of December
2016 and the coverage amount is up to 15 million baht per depositor per ﬁnancial
institution, Mr. John would be reimbursed 15,000,000 baht from Bank A.
The 2,000,000 baht which exceeds the coverage limit would require Mr. John to
submit a claim to the bank’s liquidator to be reimbursed for this portion. Mr. John
will be reimbursed the entire 1,200,000 baht from Bank B.

12. What is the reimbursement process if a deposit account belongs to more
than one person (joint account)?
The reimbursement of a joint account will be determined based on the ownership
proportion of each depositor according to the savings records of each person at the
ﬁnancial institution. For unrecorded transaction amounts, each depositor will
receive an equal share. However, the total reimbursement amount must still be
within the coverage limit.
Example: Mr. John and Ms. Sarah’s joint account in Bank A
Account name
Mr. John
Ms. Sarah
John and Sarah
Total

Amount
17,000,000 baht
350,000 baht
1,000,000 baht
-

Mr. John’s amount Ms. Sarah’s amount
17,000,000 baht
350,000 baht
500,000 baht
500,000 baht
17,500,000 baht
850,000 baht
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If Bank A’s license has been revoked on the 31st of December and the coverage amount
is up to 15 million baht per depositor per ﬁnancial institution, Mr. John would receive
15,000,000 baht as reimbursement from the Deposit Protection Agency.
The remaining 2,500,000 baht would need to be claimed from the bank liquidator
to be reimbursed via submitting a claim. Ms. Sarah’s 850,000 baht will be reimbursed
in full.

13. How is reimbursement applied to the account ‘for’ and the account ‘by’?

The Deposit Protection Agency will reimburse the account owner who opened the
account, requiring them to submit supporting documents indicating that they opened
the account. For example, Mr. John opens an account on behalf of his sibling, Joe.
In case of reimbursement, the DPA will reimburse Mr. John instead of Joe.

14. If depositors of a ﬁnancial institution that has its license revoked also has
debts with the ﬁnancial institution, how much will they receive from
reimbursement?
The Deposit Protection Agency will deduct only overdue debt - including principle,
interest, and other liabilities from the total gross deposit amount, and then reimburse
the net amount as long as it does not exceed the coverage limit. For the remaining
debt, the borrowers still have to pay according to the original agreement with the
ﬁnancial institution. The reimbursement process will proceed according to Sections
52 and 53 of the DPA Act.

15. Which agencies are involved in protecting depositors, and what are their
roles and responsibilities?
The agencies involved are ﬁnancial institutions, the Bank of Thailand, the Ministry of
Finance, and the Deposit Protection Agency. The duties and responsibilities of each
agency are as follows:

Financial institutions have to comply with the Financial Institution Business Act B.E.
2551. They are supervised and regulated by the Bank of Thailand because they
receive deposits from the public. Financial institutions take these deposits and
invest them in various types of instruments. However, they have to be cautious in
preserving the value of capital and maintaining liquidity to meet the repayment of
depositors’ principle and interest upon request.
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The Bank of Thailand has the responsibility of regulating and supervising ﬁnancial
institutions, their operations, and risk management of both individual ﬁnancial
institution and the ﬁnancial institution system as a whole. Moreover, the Bank of
Thailand has the power to instruct ﬁnancial institutions to improve their ﬁnancial
condition and operations to further prevent deterioration, and reduce risk that would
otherwise have a negative effect on depositors, creditors, and the economy in the
present and the future.
The Ministry of Finance is responsible for oversight, such as considering the approval,
issuance, and revocation of banking licenses.
The Deposit Protection Agency has the mandate of promptly reimbursing depositors
up to the designated coverage limit upon the revocation of a ﬁnancial institution’s
banking license. Depositors will not have to wait for the liquidation process to ﬁnish
to be reimbursed, as it will take a reasonable amount of time to conclude.

16. How can depositors assess ﬁnancial institutions’ performance and stability,
and where can they obtain such information?

Depositors may assess ﬁnancial institutions’ performance and stability from public
announcements and disclosed information from ﬁnancial institutions such as proﬁt,
return on asset (ROA), the BIS Ratio, NPL, or from the credit ratings of ratings
agencies. Nevertheless, depositors can search for more information at www.bot.or.th
under the Statistics section.

17. If deposits exceed the coverage limit, what should depositors do to ensure
that their money is safe and will be reimbursed?
Financial institutions’ deposits are one type of investment. Depositors should always
primarily consider the rate of return, risk, and the standard of services from the
ﬁnancial institution. However, depositors may consult with ﬁnancial institutions for
more information to support their decision.

18. Who is the liquidator?

Once the license of a ﬁnancial institution has been revoked, the Deposit Protection
Agency is designated as the liquidator according to the DPA Act.
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19. What is liquidation?

Liquidation is the process of clearing unsettled affairs of the ﬁnancial institution including work on its lawsuits and asset management - to collect money to pay for
its expenditures and pay off its debts. This is important as the collected money is
also used to reimburse depositors who have deposits that exceed the protection
coverage (uninsured deposits). If there are still any assets of the ﬁnancial institution
remaining after repaying all of its liabilities, it will be distributed to the failed ﬁnancial
institution’s shareholders.

20. What is a ﬁnance company?

A ﬁnance company is an authorized company that is allowed to conduct business by
raising funds from the public in the form of promissory notes (P/N), and to repay them
when it is due or redemption is requested. Loans from the ﬁnance company are also
applicable to approved sectors, such as medium- to long-term lending for industry,
agriculture, and commerce. However, foreign exchange transactions are not allowed.

21. What is a credit foncier company?

A credit foncier company is an authorized company which is allowed to conduct
business by raising funds from the public in the form of promissory notes (P/N), and
to repay them when it is due, e.g. a maturity date of at least a year with an amount
of at least one thousand baht. Loaning such funds can be done via mortgaging real
estate, and purchasing from the real estate consignment.

22. What is a Non-Resident Bath Account according to the Exchange Control
Act?
Non-residents may open Thai Baht savings accounts with authorized banks in Thailand
for investment purposes. These accounts are considered as Non-Resident Baht
Accounts according to the Exchange Control Act. However, it is important to note
that there are two types of Non-Resident Baht Accounts according to the Exchange
Control Act:

(1) Non-Resident Baht Account for Securities (NRBS): This account is for the purpose
of investments in securities and other ﬁnancial instruments in Thailand such as equity
instruments and debt instruments.
(2) Non-Resident Baht Account (NRBA): This account is for purposes other than
investments in securities such as trade, services, foreign direct investment, investments
in immovable assets, and loans.
The total daily outstanding balances for each type of account shall not exceed THB
300 million per person. Transferring between different types of accounts is also not
allowed.
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