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Abstract

In developing countries, construction plays an important role,
for instance; development in rural areas'needsnroads while exbansian of
agricultural products needs good irrigation. “AS construction business
grows, accounting becomes more important as managerial tool. However,
despite the growth and the advancement in construction field, there are
still some construction firms which have not yet appreciated the importance
of accounting as a tool for management. Managers of such firms believe
that they can-still effectively control the operation of their firms Qith—
Duf any modern aids. The idea may be valid to a certain extent. But as
the size of the firm enlarges, the responsibility of running such firm
has to be delegated to various people, thus a system of internal control
and efficient system of recording and reporting become necessary to enable
management to make timely decisions.

There are at present two methods of accnuntlng for long- term
construction-type contracts, namely:

1. The Percentage of Completion Method

2. The Completed Contract Method

Both methods have certain advantages and disadvantages which are .
worth studying in order to find the method most suitable to each business.
However the majority of accountants believe that the Percentage of Comple-
tion Method is mofe suitable, though to achieve effectiveness of the'method,
co-operation among the administrators, engineers and foremen is needed in
order to ensure the accuracy of data gathered.

In addition to studying the Pros and Cnns of the two above-mentioned
methods of accounting, a study of the accounting system, thé internal

control as well as operational rules and regulations used in the



T

industry concerned.uas made, since they are all inter-related and affect
accounting work. The Percentage of Completion Method would need estimation -
of percentages of costsincurred or revenue earned in order to determine.

The periodic gross profit. For either method of accounting, good estima-
tion and control is necessary so tﬁat accounting report would present a

true and fair view while at the same time an efficient control would help
preventing business operating at a loss.

bood accounting system sheeld present timely and useful reports
to management so that immediate remedial actions could be taken. Thus
the Percentage of Cempletion accounting method is suggested for the long-
term construction-type contracts since it enables regular, periodic
financial reporting. '

_The Institute of Certified Accountants and Auditors of Thailand '
has also issued a statement fecommending that the Percentage of Completion
Method should be used when estimation of percentages of cost er revenue
could be fairly as certained. This statement is in agreement wth Inter-
national Accounting Stanard No. 11.

The result of the interviews made on three Construction firms
revealedvthat two firms. use the Percentage of Eompletion Method since
fair estimatiene could be made, while the third firm uses the Completion
of Contract method since this prdctice has long been in use in the firm.
However this latter practice is in contrary to the Inland Revenue Code
as interpreted by the Inland Revenue Departmnet official that only the
Percentage of Completion Method should be used in the assessment of ineome
for taxation perpeses.

Good and effective finmancial reporting is an essential tool for
management. But in order to achieve such an effective reporting, co-opera-
tion among administrators is necessary, otherwise data gathered may not
present a true and fair picture of the operation. The author sincerely
hopes that as a result of this study both the administrators and accountants
of the industry concerned would realize the necessity of coeoperating the
work amang themselves so that fair and timely‘Financial recording and
reporting could be achieved and used as an efficient tool for managers

in their work.
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