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ABSTRACT

The objective of this independent study is to study of the Foreign Exchange Risk
Management Under Managed Float System, a case study of the Samart Comtech Company
Limited. The stndy including history of exchange currency operation program of Thailand,
emphatic characteristic and different of basket currency and float system, the affectation from
announcement to the new foreign currency policy. The study focus on the objective of forward
_ currency exchange trading, types of forward currency exchange, the calculation of foreign
currency exchange, the accounting treatment of forward contract, the buying of forward foreign
currency exchange to decrease the risk ratio due to unexpected volatility of Thai Bath exchange
rate reference with US dollar and disclousre.

During year 1997, the company fell into financial crisis the financial growth rate of
company became decrease caused by the wholly net loss recognition and the changed of currency
policy of Thailand to float system. In this situation, if the company continued to be average net
loss recognition of foreign currency exchange to 5 years accounting period, it cand reduce net loss
from foreign exchange rate. Due to the decrease of risk from foreign exchange rate issue, the most
70 percent of cost structure in each project due to the import telecommunication equipment from
aboard and the company did not have policy to buy forward exchange currency to prevent

volatility of currency exchange and at that time Thai Bath be stabled caused by the policy of




basket exchange currency. But after the newly foreign currency policy of Thailand were
promoted, the company start to have financial policy purpose to manage risk of the less growth of
-project costing caused by the unstable of US dollar exchange rate. In this case, the company can
save more domestic currency values at due date than premium/discount values. According to the
company’ accounting treatment fallow US accounting standard no. 52, foreign exchange currency
translation only few different from this standard is the recognition of premium/discount fee, The
standérd drawn to this fee involving divided terms of payment while the company set their
payment only at beginning day of contract which affected only the monthly income statement, no
affected that yearly income statement from this fee factor. With regard to this case, the company
need to follow US accounting standard no. 52, foreign currency translation in order to
acknowledge premium/discount to profit and loss from currency exchange rate contract by

amortization all of time for forward exchange contract to prevent error in annual report.



