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Abstract

The present time has been clearly marked by the phenomenon of price change. This
situation has provoked the questions on a number of authors, associations, scientific and
professional institutions, bodies concerned with accounting, and users of financial
statements. These questions are concerned with the feasibility and appropriateness of
the data included in financial statements and records based on historical cost for

economic decisions.

Despite the great concern for overcoming the influence of inflation in a number of
world countries, inflation seems not to have been given any attention in Palestine.
Therefore, this current study aims at choosing an appropriate method for highlighting
the influences of inflation on financial statements prepared by the Palestinian economic
bodies through modifying the accounting figures included in these financial statements
in accordance with the special rate of prices. Consequently, modification of the genera
price outcomes for Palestinian consumers will take place and then the proposed model
for implementation — modified replacement cost model — will be tested. Eventualy, the
data based on historical value will be compared with data based on modified
replacement cost to find out the influences resulting from the outcomes of financial

statements when taking the effects of price changesinto consideration.

The proposed model was tested in a Palestinian company. The study showed substantial
differences between the results of accounting measurements according to the proposed
model and the results of accounting based on historical value basis. It can be concluded,
at this juncture, that using the historical cost basis will lead to misleading and contrary
to fact outcomes, a thing which will negatively affect the reliability and appropriateness

of financial statements outcomes.

The study recommended that the proposed model should be used as additional
statements besides statements prepared on the historical cost so as to meet the needs of

the different categories of financial statements’ users.
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CONSUMER PRICE INDEX

yxmn
Month vTin| M
NP PN PN P P P P P P B <
Xl Xl X 1X VI VIl VI V [\ 1} ] | average
Chaining coefficient: 1.347 :nwpn pTpin  Base: average 1964 = 100.0 = 1964 yxinn :0'02
110.1 1100 1094 1083 1069  108.1 1089 1094 1072 1063 1042  103.7| 107.7 | 1965
1187 1179 1185 1175 1158  117.1 1168 1172 1167 1146 1127  111.5| 1163 | 1966
1189 1181 1176 1167 1168 1179 1188 1201 119.8 1180 1175 118.6| 1182 | 1967
1212 1207 121.0 1202 1197 1208 1204 1217 1219 1208 1199  120.0| 120.7 | 1968
1259 1254 1245 1230 1222 1246 1245 1233 1240 1232 1215  121.8| 123.7 | 1969
Chaining coefficient: 1.237 :nwpn nTpin  Base: average 1969 = 100.0 =1969 yxinn :0'0a
1121 1113  111.3 1091 1049 1044 1048 1050 1037 1029 1019  101.5| 106.1 | 1970
127.1 1256 1236 1210 1172 1166 1172 1170 1164 1155 1140 1141 1188 [ 1971
1428 1408 1384 1352 1333 1327  131.8 1337 1323 1308 1282  128.9| 1341 | 1972
1805 1758 1684 1654 1627 1617  159.0 1585 1563  150.5 1469  1455| 160.9 | 1973
2819 2608 2336 2279 2235 2224 2194 2187 2130 2074 2020 1869 | 224.8 | 1974
3482 3455 3349 3150 3086 3085  307.1 3082 3039 2988 201.7  287.4| 3131 | 1975
480.6  468.0 4480 4335 4238 4187 3984 3976 389.3 368.2 3554  3529| 411.2 | 1976
Chaining coefficient: 4.112 :nwpn nTpin  Base: average 1976 = 100.0 = 1976 yxmnn :0'02
1666 1634 1461 1410 1358 1307 1288 1258 1229 1200 1177  116.6| 134.6 | 1977
246.8 2386 2246 2124 2062 2014 1967 1929 1894 1795 1731  170.4| 202.7 | 1978
5217 4826 4398  407.9 3777 3485 3303 319.0 3045 2802 2653  259.0| 361.4 | 1979
1,2153 1,146.7 1,0484 9445 8805 8134 7793 7449 6805 6175 5875  559.9| 834.9 | 1980
Chaining coefficient: 8.349 :nwpn nTin Base: average 1980 = 100.0 = 1980 yxinn :0'02
2933 2789 2636 2418 2236 2152 2029 1975 1911 1727 1648 1562 216.8 | 1981
679.0 6433 6041  557.3 518.0 4802 4397 4147 3904  352.8 3358  317.7| 477.7 | 1982
1,973.8 1,7685 15355 1,268.3 1,163.7 1,0859 1,022.0 9865 9349 8254  781.3  736.6 |1,173.5 | 1983
10,754.8 10,367.4 86726 69750 57469 4,934.1 4,391.7 3,8743 3,389.7 28107 2,539.8 2,268.3|5,560.4 | 1984
Multiplying coefficient: 100 :a%295n nTpn
306.7 3028 3014 2880 2795 269.0 211.0 1836 1719 1440 1285 113.2| 225.0 | 1985
Chaining coefficient: 2.25 :nupn pTpn  Base: average 1985 = 100.0 = 1985 yxinn :0'0a
163.1 1607  156.2 1526  149.7  148.1 1481 1457 1434 1388 1367 1345 148.1 | 1986
1894  187.0 1841 1813 1796 1774 1770 1753 1742 1704 168.2  166.6| 177.5 | 1987
Chaining coefficient: 1.775 :nwpn nTpin  Base: average 1987 = 100.0 = 1987 yxinn :0'02
1242 1236 1216 1188 1168 1159 1158 1155 1141 1111 1093  108.4| 1163 | 1988
1499 1483 1464 1438 1416 1399 1391 1374 1362 1328 1322  130.0| 139.8 | 1989
176.3 1756 1734 1705 167.0 1644 1618 160.6 1581 1542 1523  151.5| 163.8 | 1990
208.1 207.4 2071 2062 2030 1989 1931 189.4 1859 1819 1797  1786| 194.9 | 1991
2276 2252 2238 2227 2198 21841 2166 2163 2171 2133 2102 2081 | 218.2 | 1992
2532  251.3 2494 2459 2435 2412 2409 2403 2396 2363 2333  230.5| 24241 | 1993
Chaining coefficient: 2.421 :nwpn nTpin  Base: average 1993 = 100.0 = 1993 yxinn :0'02
1197 1187 1172 1156 1143  113.1 111.9 1104 1091  107.0 1059 1053 112.3 | 1994
1294 1279 127.0 1257 1245 1230 1227 1223 1211 1200 1201  119.9| 123.6 | 1995
143.1 1420 1411 1400 139.4 1389 1385 1375 1352 1330 1317  130.5| 137.6 | 1996
153.1 1536 1540 1522 1523 1517 1502 1486 1479 146.8 1454  143.7| 150.0 | 1997
166.3 1662 1641 1593 1571 1563 1565 1559 1553 1532 1535  153.6| 158.1 | 1998
Chaining coefficient 1.581 :nwjzn pTpn  Base: average 1998 = 100.0 = 1998 yxinn :0'02
1066 1066 106.8  106.1 1056  105.1 1048 1045 1040 103.7 1039  1047| 1052 | 1999
1066 1067 1067 1061  106.7  107.3 1070 1067 1058 1053 1056  106.1| 106.4 | 2000
Chaining coefficient 1.064 :nwjzn pTpn  Base: average 2000 = 100.0 = 2000 yxinn :0'02
1016 1017 1023 1022 1020 1017  101.3 101.0  100.6 99.7 99.5 99.6| 1011 | 2001
1082 1085 109.4 1087 108.3 1087  108.0 1066 1056 1040 103.5  102.7| 106.8 | 2002
Chaining coefficient 1.068 :nwjzn nTpn  Base: average 2002 = 100.0 = 2002 yxinn :0'02
99.4 99.6 99.8 99.8 1003  100.1 1008 1014 1019 1021 1019  101.5| 100.7 | 2003
1006 1005 100.6  100.6  100.8 1006  100.8  100.8  100.4 99.3 99.4 99.2| 100.3 | 2004
101.0 1007 100.0 _ 100.2 _ 100.0 2005
PRICES -501- o"M'nn





