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The economic crisis in Thailand that began in 1997 has caused serious
disruption to large and medium sized businesses. Most of these businesses
continue to face financial problems caused mainly by the government’s order
to float the Thai currency. The value of the Baht plunged from about 25 to less
than 50 Baht to the United States dollar, before finally stabilizing at about 43
Baht. An economic crisis hit Thailand immediately after the currency float,
and soon spread throughout the region. Almost all businesses have struggled
through the crisis, and many of them had to close operations. A legal process
for business reorganization was hastily implemented in an attempt to rescue
failing businesses. The Bankruptcy Act (4th Revision) B.E. 25417 (“Act”) was
passed to take effect in April, 1999. The Act, annexed as Chapter 3/1 to the
Bankruptcy Act B.E. 2483, was designed specifically for the reorganization

process.



169504

The concept of business reorganization under bankruptcy procedures is
new to Thailand. Enforcement of the Act’s provisions has not proceeded as
smoothly as desired. Loopholes have been revealed that have had serious
consequences for the affected parties. Procedures under the Act are sometimes
unclear. It 1s apparent'that revisions to the Act are necessary before the goals
of the Act can be achieved.

The purpose of this thesis is to analyze the provisions for business
reorganization. In the analysis this writer will examine the principles and
procedures that need strengthening, and point out the loopholes that impact the
affected parties.

The analysis will begin with a comparison of the principles and
procedures under the Thai Act with those under laws of the United States,
England (and Wales) and Singapore. Reorganization principles and procedures
were well established in those jurisdictions long before Thailand adopted the
Act. The laws of reorganization in those jurisdictions have been revised from
time to time in an effort to better achieve the goals of reorganization. The
refined principles and procedures now in place should give guidance to
Thailand in its own effort to better achieve the goals of reorganization.

Significant differences under the various reorganization systems will
become apparent. The Thai Act, for example, requires that a debtor must be
“insolvent” to qualify for reorganization. In contrast, in the United States law
only requires that the debtor demonstrate financial difficulty. Some systems
protect minority shareholders, giving them an opportunity to challenge in Court

a proposed reorganization plan if it appears the plan was made in bad faith or
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in violation of the law. A successful challenge can result in the plan being
struck down.

The treatment of guarantors varies considerably under the different
systems. A guarantor usually is not involved in the debtor’s business and does
not play a role in the reorganization process, even though the process can have
a significant effect on the affairs of the guarantor.

The theory of reorganization by its very nature requires the balancing of
the competing interests of the affected parties. By examining the differences
among the various systems and those in Thailand, this writer hopes to
determine how the Thai Act might strike a better balance to better serve the
interests of all affected parties. The thesis will conclude with some specific

recommendations for revision of the reorganization provisions under the Act.



