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Abstract

Under present economic situation, general price levels

. of goods and services change fregquently, and there is a strong
tendency to continue. Inspite of this, most business enterprises
still prepare their annual financial statements based on
historical cost and fail to present the enterprise’s financial
position, operation results, and the changes in financial
position that are in line with the economic conditions of the
relevant period. Such statements may not be of much benefit to
theirs users. This problem should be of high concern to the
accounting profession. Consequently, some well-known accountants
as well as accounting associations of certain countries have
proposed several methods of adccounting reflecting price level
changes. However, these proposals have not yet attracted much

- mterest from the accounting profession in Thailand.

An important feature of general price~level accounting

is that the same generally accepted accounting principles used



in preparing historical cost financial statements are also used
,in preparing general price-level restated financial statements.
In preparing the restated financial statements, all items are
restated in terms of general purchasing power of money at the
latest balance sheet date by using an index of changes in the
general purchasing power of money. In the restatement, the
monetary and nonmonetary items should be distinguished in order
to compute the general purchasing power gains or losses on mone=
tary items. Furthermore, the general price~level restated
financial statements serve only as supplementary to the basic
historical cost financial statements and the basis of preparation

should be clearly disclosed.

A number of accountants view that since the probability
of the relationship between the rates of change in the general
level of prices and the rates of change in prices of specific
assets can be low, the general ﬁrice—level restated historical
data may not purport the current price of the assets. Therefore,
in recent years a number of accountants have recommende§ the
combined use of general price-level $ccounting and current cost
accounting which gives proper considerations to changes both in
the general level of prices as well as in prices of specific
assets. However, since there is no consensus among the accoun-

tants, continued researches should be undertaken in order to be



able to provide accounting informations that will hopefully serve

the users better in their decision making.

Only a very small number of large companies in Thailand
prepare supplementary financial statements because of general
price-level changes. An oil company covered in this study
pPrepares a supplementary balance sheet that is made public,
by adjusting only the value of inventory on hand and fixed assets
according to the market price or the current cost, and the basis
of adjustment is clearly explained. The company expects that
the supplementary balance sheet thus prepared will serve the
outsiders as well as the management better in their decision
making. Another company, selling electrical appliances and
equipments also covered in this study adjusts the value of
inventory on hand, fixed assets, cost of goods sold, and
depreciation for fixed assets according to current cost. The
balance sheet and income statement adjusted in such method are
for internal use only. With regard to the methods used in
determining market price, the two companies différ greatly from
one another depending on the kind of assets. PFindings from
this study are that because of: the present infant stage of
accounting standard and auditing standard developments in
Thailand, relatively small number of users of financial
statements, and the very little importance placed on the

accounting informations by users including the constraints of



tax laws, are major obstacles to the development of price level
accounting concepts for the accounting profession in Thailand.
As a consequence, most business firms are not interested in
preparing their financial reports in line with the inflationary
conditions in the present economic system of Thailand. With
continued changing prices, it is hope that the Institute of
Certified Accountants and Auditors of Thailand should, with

the coorperations of the Internal Revenue Department,
Department of Commercial Registration, the Securities Exchange
of Thailand and other related parties, will conduct a survey
and study on the inflationary impact on the accounting
informations,; so that-an appropriate accounting method for
general price-~level changes can be recomiened for general

practice.

The auther hppes that the results of this study will
serve as a guideline for further more extensive studies in
general price=level accounting as well as for business firms
in Thailand in adjusting their financial statements through

this accounting method.
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