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ABSTRACT

Under present economic situattbn, both. general inflation
and changes in the pricesfof certain specific types of assets
fréquent]y'occur and havegsa strcig ‘tendency to increase. These
have caused doubts among the'users of financial statements whether
the financial statementss based on h1stor1ca1 cost accounting,
can stil1l present an entepprise’s financial pos1t1on and the
operatrpn results according to the prevaﬁling economic condition.
Failure in such respect may render financial statements useless to
its users. Therefore, accountants have become much concerned and
trled to find an accounting method which can refleect the price
changes, in order to disciose more effective data to financial
statement users. '

Nowadays there are several accounting methods for prlce changes
and the most well- knawn onespare Constant Dol lar Account1ng (or General
Price-Level Accounti®g)-and Current Cost Accounting, which take into
consideration either génera] prite changes or speciffc price chenges.,
which s the main weak point)of both the above mentioned) accounting
methods. Therefore, a number of aécéuntants have recommended the
combination of Constant Dollar Accounting with Current Cost Accounting,
that is Current Cost/Constant Dollar Accounting,which takes into
consideration both the genera] price chanqes and spec1f1c price change .
An .important feature of Current Cost/Constant uo11ar Accounting is that
a supp]ement to the historical cost financial statements will be prenared
showing current cost, adjusted to the general purchasing power of money



by using a general price index. Hence, the general purchaing
power gafn or loss on net monetary items will be reported'as‘we11
as the increases or decreases in current cost.amouhts,of inventory
and property, plant and equipment, net of inflation.

In the United States of America , the Financial Accounting 5
Standard Board issued the Statement of Financial Accounting Standards
No. 33, "Financial Reporting and Changing Prices" in September 1979,
That Statement requires additional information to be presented as
supplementary to the primary financial statements. It calis for two
supplementaries, one dealing with the effect of generai inflation,
the other dealing with.the effects of changes.in the price of resources
used by the enterprise. This Statement was to meet an urgent nééd of
informatfon on the effeets ©f changing prices although it became N
effective for fiscal years ended on or after December 25, 1979. However,
further research is still required to find out the most suitable and
useful aééountfng methods . | ' |

In Thailand, acgountants have also been interested in accounting
for price changes. The Ipstitute of Certified Accountants and Auditors
of Thailand issued the Exposure Draft No. 28, "Reporting about the
Effect of Price Changing in Financial Statement" in January 30, 1982,
which referred to the SFAS No. 33. However, this.exposure draft is still
.in an introductory stage.

The contents of_this Thesis cover the study of basit knowledge
‘of accounting for price ch&nges-as-we]T as the theoretical and pnacticé]
sides of financial disciosure. - This Thesis- concemtrates on the Current
Cost/Constant Dallar Accounting practice and the requiremént for supple-
mentary information by SFAS.No. 33.

Two Years after the Statement became'effective, a~survey was
made concerning the viewpoints of certain companies who had to conform
to the requirement of the statement. The result of the survey revealed
that the major{ty~preferred the current cost method of reporting the
effects of changing price in a supplementary statement. In Thailand,
the major obstacles to the development of accounting concepts on price



changes seem to be due to the limited number of financial statement
users, the lack of knowledge and understanding in the concept and
practice of accounting for price changes and income tax law based on
historical cost data.

It is the author's hope that this thesis will serve as a
guidelire for further more intensive study and research on accounting
for price chénges, especially t t Cost/Constant Dollar Accounting
method. |
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