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Abstract

Abstract

Loan loss provisions is the extracted reserves of commercial banks against the
assets at risk for covering possible loss . It is a parameter of indicator reflecting
changes of the bank assets’quality, as well an important factor affecting bank profits
and capital, which enable its vital role in public information disclosure and regulatory
requirements. However, there are some differences between current new “Enterprise
Accounting Standards”and the CBRC regulatory policy in the provision for loan loss
reserve requirements, which might mislead the banks to a contradiction and conflict in
the specific operation and management of risky assets.

Based on the comparison of relevant provisions of load losses in accounting field
and the field of banking supervision, as well analysis of current common practice
regarding commercial bank reserves extraction, this paper will reveal the problems
faced by the two sets of rules applied in real life, and propose the feasibility and
implementation approach for the amendment to the existing operation by applying
Basel II risk management concepts, then attempt to build a docking model between
Basel II risk management and current accounting standards, and explore the accrual
method of China's commercial bank loan loss reserve of which the accounting and
regulatory party still lack of a unified solution, so as to reduce banks’ operating
friction and propose constructive reference to the development of China's
future loan loss system.

This paper will try to enhance the feasibility of existing loading provisioning,
based on the spirit and analysis of Basel rules. The main ideas and innovations in the
article are: (1) based on work experience, to analyze, explore the causes and seek
solutions from the loss provisioning encountered and confused in actual life. (2)
through multi-arguments on the feasibility of the implementation, propose unique
perspective and new ideas on the solution of contradictions in the practice of loss

provisions by applying Basel rules popular in banking field. (3) to propose
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innovatively a docking framework between the provision of accounting standards and
Basel II reserve by comparing the difference of them, which is strong operational and
practically instructive. (4) out of empty and obscure theory by simple description and
interpretation of the Basel rules, propose practical implementation of Basel II into
the domestic loan loss provisions, which is conducive for the understand and
promotion of the Basel Agreement in China. (5) propose constructive ideas with a
high reference value on loan loss provisions for the implementation of China's current

situation.

Key Words: Loan loss provisions; Accounting Standards; The Basel Capital

Accord
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