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#11

8) Types of Currencies :-

· Reporting currency
↳ currency in whichs
are maintained

.

· Foreign currency
↳ any currency

other than

Reporting Currency
2) Any Transaction in Forign Currency require
translation into reporting currency atEx . Rate prevelling on the transaction Date

( i .e Spot Rate)
I is called Initial Recognition of #Ct at
Spot Rate ↳ First time Recording

3) Subsequent Measument : - It means
revaluation of Foreign Currency monitory
Iter (FCM1) at Bs Date.

↳ at Closing Rate
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4) At Bls Date, identity Assets/Liabilities
as Under
--

Monetary Non Monetary↓ ↓
i . e Debters (in Fe) Machine

Creditors (in FC) LaB iLoans (in FC) Investments

↓ Inventory
1)

Share Capital
These are called ↓
FCMI These are

FCNMI

5) At Every Bls date , Exchange Gailoss should
be recognised on Subsequent measurement
OF : ---
FMI FCDelta acreditor

FC NMI

tr which is measured
at other than

framferSuch Post)
Gain/loss to egi-
Par ak a) Investments in Foreign
↓ equity Shares , measured

at Fair value.
Except under Para 46
Of ASI) b) Inventory Purchased in

FC measured at

NRV
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Treatment-
-

-CNMI

measured at other thanRefer Cost are also required
Eze :3 E

↑ which are

of As
translation at New

Trump Ex - Rate & difference

is tranferred to either
-> Pol ; or

-> Revaluation reserve
if PPE is measured
at FV

.

6) Para 46 of As 1 => Accounting treatment

ForeignCurrency Monetary Items
(F(MI)

to ↓
ShortTerm LungTerm
FCMI FCMI

↓ ↓
Which are settled With in which are settled beyond
12months from the 12 months from the

date of Transaction date of Transaction.

eg :- Ec Debtors eg. Freigh currency Loan
FC Creditors Payable beyond 12m .

↓ ↓
Para 46 is notapplicable Para 46 is applicable

Here
Here

.
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Para 46 on LTFCMI
↳ LT Fc Loan

8) It is an exception ofChanging Exe . Loss/gam directly
to Pal

2) Para 46 is optional But irrevocable.

3) As per Para 46
,
ExGalloss on LTFOMI shall

be treated as Under :

-

--
LTFC MI is related LTFCNI is related
to purchase of Depreciate to other than

Asset
. Depreciable Asset

(FC Loan Liya Asset purchase (eg . #c Loan Liya
Karne 1 liye) Land/Inventory etC
↓ kliyes

Exloss shall be added ↓
to theCost of Asset

Travefer Ex .Gain/Loss
Ex . Gain shall be deducted to a special Alc :-

From cost of Asset "Foreign Currency Monetory
item Travelation

Further Depreciation shall Difference All
"

be changedan Revised EMT AValue of Asset .
It is Deferreda
AmortisedOver the
Life of FC Loan to

Pal alc.
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Example :-1
-

11125 Loan taken of $25
,

000 for 5years to

purchase Machine.

14125 => $1 = 83 .25 Dep - = 10%

3113126 = $1 = 84 . 10

apply para 46 .

dutian
114125 Bank al Dr. 2081250

To Fc Loan al 2081250

(Initial Recog . & SPOT Rate)

14125 Machine all DW. 2081250
To Bank 2081250

31/3126 Ex . Loss al Dr. 21250

To FC Loan all 21250

(Subsequent measurement& Close Rate)
↳ Of LT FIMe

($25000 x 0. 85)

3113126 Machine all Dr. 21250

To Ex . Loss ala 21258

Depe 10% an (2081250 +21250) = 210250
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:2 FcLoan taken of $40 ,000 on 1915
to purchase Land .

LoanTerm = 10 yes.

Loan will be repaid equally every year.

1915 = $1 = 80
3. 150

3113126 = $1 = 81 . 50

3113127 =$1 = 80 .25

Apply Para 46.

Solution :

-
-

DaCoatin Initial Reco

19125 Bank ak Dr. 32 ,00 ,000

To FC Loan al 32, 00, 000

llnk5 Land ak Dr. 32 ,00 ,000

To Bank al 32 .
00 , 000

3113126 Ex . Loss ok DV. 60,000
To Ec Loan 60

,
000

3136 FC Loan al Dr. 326000

To Bank al 326000

($4000 X81 . 5)
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3113126 FC MIT Diff al Dr . 600d

To Ex . Lossal 60 .000

3113126 Pal al Dr. 6000
TO FCMITDIEF .

6000

Un-amortised Balance in Fami Diffal is 5y000
(Dr . Balance) should be shown on ROS Head
in BIS

*year opng . Os Loan = $36000 X81.5
=> E 2934, 000

& 80 .257SegameoaGain
To Ex - Gain 45

,

000

Ex . Gain al Dr . 45000

To #C Mit Diff . 4Toro

#C Loan al Dr . 321000

To Bank 321000

($4000 X 80 . 25)
Balance of FCMITDiff) 54000 - 45000 = 9000

Dr . [V . Dr .
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Amortised in Char. = 000 = 1000-

31lz Pay ak Dr. 1000

To FCMIT Diff 100

gud famil = Goodr.
enlos =)

amots . Par Dr .

4th ic mitEnsurDiff

-F
↑

Amortise 786

th
S Balance-P

eihoss 22000

T7286: 6
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Note :
-
-

If repayment of some Loan2 remeasurement

Of Foml is on the same date :-

-
apply Remeasurement then Repay
on Entire OS the Loan

Loan before With Dosg
Payment First Rate of same

date

On IHow to Change Depreciation treet purchased
out of LT FC Loan & applying para 46.

Cost of Machine- XXX

(Loan Anot X Spot Rate)

G Ex . Loss((Gain)- xXX

Revised Carrying AutOF
Machine -XXX

Depreciation on above Revised - XXX

Value (SLM or war method)
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Forward Exchange Contracts (FEC)

1) Two Types of FEC :-
--

Speculation Hedging
(2)

2)eculation : - It is a contract to buy/sel
Foreign Currency Without physical delivery
& settlement in net Cash.

Accounting Treatment-
-

Contract Elsate Settlement
Date Date

I I I
Sport e * actual Settlement

Rate #
Rate

Contract Centract-w

Rate- Rate E
For Remaining
period

On Contract Date
.

Do Nothing ,

On B1sdate , Ganlloss is calculated G
transfer to P21 as Under :

-

Evalue x (Contract Rate - Contract Ratean an
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Contract Bisdate)Date

On Settlement Date
, again Gamloss to be

calculateda tranfer to Pol an Under !-

# C value X Contract Rate-settlement( an BIS Rate (
date

Refer Ex . 1 Of As Trump (PS . no . 14 . 12)

2)edgingContract : -Etisa Contract to reduce

TheMisk of Exchange Loss on any o
↓

Under thisContract
,

Spot Rate is FC Debtor

ComparedWith Forward Rate. FcCredito
#C Loans

Forward Rate is the Centract Rate at which

Foreign Currency ($ ,
E

,
21 will be purchased

O SOLD

Contract Settlement
Date Blate Date

I
Spot Rate -

VS .

Forward Rate
-

Forward Remium (loss)
(a)

Forward Discount (Gain)
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* Forward Premium/Discount should be Deferred
& Amortised over the Contract period
in the palak.


