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Abstract

“Islamic Bank of Thailand" had been established by the provision virtue of the Islamic Bank of Thailand
Act B.E.2545 (2002), under the supervision of the Ministry of Finance, with the registered capital of 1,000 million
Baht. Islamic Bank is focused on creation of banking products and services to satisfy a specific group of customers’
requirement under the strict Islamic moral code. On the other hand, it is a commercial bank which has a general
objective, namely, to create the most profits as required by the investors. Islamic Bank of Thailand is a recently
established bank and now widely mushroomed. However, due to the banking procedure of Islamic Bank of Thailand
is complex and different from normal commercial banks, for example, no interest is charged, but replaced by a profit
margin which yields a high rate and compensations as well as other differences. The research results found that, it
was found that the credit agreement used in the Bank’s operation has some limitations out of sanction of the Civil
and Commercial Code and the Exchange Commission’s announcements on contract and other laws which cannot be
controlled and applied with this bank. The study also found that the legal term or wording "interest or penalty"
cannot be applied to the Islamic Bank. This generates a “Gap or Hole” of law where it cannot achieve the effective
result according to such law intention. Hence, it is necessary to study the concept, religious background and the
nature of interest, and penalties which are applicable with the contract or agreement used by the Islamic Bank of
Thailand which is not contrary against the Islamic principles. This included the study of the meaning, intention and
application of laws which can govern the contract to prove the fairness or justification of the credit contracts of the
Islamic Bank of Thailand. a Corrective action provisions of the Banks Act, Section 12 and Section 17 further define
the terms related to the interest penalty and the Bank of Canada to cover the loan to avoid more problems of

interpretation.

Keywords: Islamic bank credit, interest, penalty
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