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ABSTRACT

The translation of foreign ‘currency transactions and foreign
currency financial statements is & subject.of continuous discussion on
its appropriafe application. . The method in translation is being
improved, dofrected and changed, mostly in the United St;tés of America,
because in other countries where American companies hawvwe business
dealings, there are economic and political instability problems,
government regulations, other restriections and currxency value fluctua-
tion. As a result, these problems affect the previous methods of
translation|and "disclosure aiming at accurate presentation of financial
statements ofithe enterprises.

In Thailand, even though Thai enterprises’a¥e not big enough to
set up many branches'and subsidiaries, in foreign countries, there are
great demands for goods, raw materials, machineries, tools, fuel oil
and medicines which have to be impbrteé from abroad. Some Thai

enterprises acquire loans from foreign financial institutions. Besides,



some important financial institutions in Thailand,such as commercial
‘banks,set up their own‘branches overseas leading to foreign currency
transactions and necessitating foreign currency financial statements

in Thai enterprises. ‘Moreover, since the Institute of Certified
Accountants and Auditors of Thailahd has not'vet laid down the staﬁdard
for foreign currency translation, Thai enterprises enjoy absolute h
freedom in choosing any method'of translation that provides greater
benefit to them. Due toffinadequate disclosures, financial statements

of coméanies within the same industfy are not comparable and are thus -
not suitable for deciSion-making. Tn addition, the several exchange
rates existing in Thailandé caused confusioﬁ in selection of exchange
rate uséd in each entity. Another major problem is that when devaluation
of Baht occurred in July 1981, most Thai enterprises which are indebted
to foreign entities, faced the problem of ‘how to record the exchange

~ loss in order'to_enable the reade¥s of the financial statements ﬁo
evaluate the administrative capability correctly. This is pa;ticularly
an acute problem from the point of dividend for companies in making
decision concerning payment which should not be more than what the
actual financial situation truly justifies.

Due to the abové reason, various methods of foreign jcurrency
translation ifiposed by the American Certified Public Institute of
Accountants, Institute of European and Australian Accountants,
fnstitute of Certified Accountants and Auditors .in Thailand, as well as
Thai laws on this particular aspect are studied. Furthermore, the

methods of foreign currency translation practised in two commercial

banks, two general trading firms and one specific trading firm are also



examined.

From the study of methods in foreign currency translation imposed
by various Institutes of professional accountants as well és Thai law,
it reveals that different methods of foreign currency translation
are in use. Also enterprises within the.éame industry use different
methods of foreign currency trxanslation, exchange rate and realization -
of gain and loss on exchange rate while the discleosure is inadequate
and inaccurate.

For this reason, it is necessary to set up a standard of translation
that clearly states the exchange rate to be used in translation, bases
fér realization of gain and loss.in exchange rate and information that -
should be disclosed, regarding foreign currency translation not relating
to forward exchange contracgt and that relating to forward exchange
contract, foreign currency financial statement and methods of transaction
recording resulting from devaluatiocn in Baht.

The author suggests that the Inland Reﬁenue Department, the Ministry
‘of Commerce through the Board of Supervision of Auditing practices, thé
Institute of Cértified Accountants and Aunditors of Thailand should
co-operate in setting up standard of translation, specifying the exchange
rates to be used . in translating, methiods of computing exchange gain and
loss for income tax purposes and information to be disclosed which should be
in this respect so as to avoid cohfusion while ‘at the same timg enable

enterprises to |conform to the same standard of financial statement

presentation.
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