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Forward Exchange Contract (FEC)

if Two Cmp .Terms !
-

a) Hedge'- any Contract to reduce th
risk of

Loss on any Asset or Liability.

es : -Goods Import of $10000 11
payment to done an 3016

to Mr. Micheal

14 =) $1 = E81 Spot

Risk :- Increase in $ price
T went to my

Bank & Fixed the $ purchase
at 81 .51-
↳> This is called Forward Rate

Difference between spot a Forward
Rate is Caller :-

a) Forward premium (if Loss) ; or

6) Forward Discount (if gain

Here We have forward

premium
-

a



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 7  
 

 

 

F. Premium) Discount shall be D&A
Over the life of Contract.

6)eculation :- Any Contract in Farign Corney
Without

any physical delivery
when the

Settlement is made on Net Basis

#Treatment:-
Contract
Date B date Settlement

I I I
date

ContractRate=80 .951- physicalliveX Settlem .Rate81 . 02/-

Spot Rate
X

SpeculationI
actualSpot X

81 . 291-

$20000

Bisdate =Ma=) (81 .29-80 . 95) x $20000 = 6800
Pal

Settlement =T Los = (8102 - 8 xa)x$2000 oa

pal
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T
Provision: - Asper Asl1 (name) .

Ex . difference

arise are to subsequent measurement of
Ferns /Short Term) should be immediately
tarfer to Pol alc.

-

-treatment eso = 10 , 00. . .

Subse . measurement-@85 = 10 ,62 ,50

12500x85

Increase in Creditors (Loss)250

It should be directly tramfer to Pol an under-

3113 Ex . Loss al Dr. . 62
.
500

To JBB Ltd . (Creditor) 62 ,500

as Palak Do. 62
,
500

To Ex . Loss alc 62.500



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 9  
 

 

 

Gloy a) 23077 Exgain : PE--

6) 604317 Ex . boss

--
Par Para 46

X
Capitalised Famit Day

6

#ovision:- As
per

As 11) "name") Ex . difference

arising onSubsequent measurement of

Long Term For should be treated an

Under
:

-

ation 11- It should be either
fortoPalak

immediately ; (a)

6)tion2 : - If LTFIMI is related to
any Depreciable

Asset then Exdifferent

should be adjusted to the Carrying
-

Atof that Asset. (Para 46A)
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2) cooking:-
Initial relog. on 12/15 &01 2400000

200000 - $40, 000

Subsequentmeasur On 313116 & 65 25,00 ,000

$40000X62 .5

-

Ex . Loss = 100000
-

3) Conclusion:

Above Ex . Loss should be either tramer to
pal or it should be added to the Carrying
art. of Equipment.

Opportunity &tod has added to the cost of
equipmentWhichis correcta per Asly .

s
In the question Growing rate of 15% Pa is

given ,
it means if we pay immediately

We have to borrow the samea 15% Pa.

If we pay after 6 months
.
No Gang is

required.


