
IND AS 21 Effect of Changes in Foreign exchange rates

veasy 5 8M



EG USA INDIA

Pk 110 Sk 110 Sub

Parent Functional

Currency
I

ForYfs purpose
For CFS purpose

CFs in
Need to prepare FS in

So that Consolidator can bedone

Now presentation currency





EG PK 11T Indian Company Whose functional currency is

Purchand Machinery worth 10000 on 1 121 1 on credit

Exchange rate on 1 121 1 1 80 3131 2 1 85

Ignore Dep Pk KT follows Cost model on Machinery

Pass Journal entries for yr ended 3131 2

a Initial recognition on transaction day

1 121 1 D Machinery Afc or
800000

To creditors Alc 800000

10000 80

Exchange rate on date of transaction

Subsequent recognition

First check whether Monetary Non monetary item

Creditors In Monetary item D Remeasurement required

Show at closing rate

liability loss Gain

Assets Gain loss



Exchange loss Plc Dr 50000

To creditors 50000

10000 85 80

Machinery D Non Monetary item No remeasurement required

Bls Contract PlcAll
Assets

Exchange loss 50000

PPE Machinery
800000

Equity liabilities

other Eq Retainedearnings 50000

liabilities Q
Creditors

850000

EI Pk 11T Indian Company Whose functional currency is

Purchand Machinery worth 10000 on 1 121 1 on credit

Exchange rate on 1 121 1 1 80 3131 2 1 85

Ignore Dep Pk IT follows Revaluation model on Machinery

Fair value on 3131 2 is 11000

Pass Journal entries for yr ended 3131 2

a 1 1241 Machinery Afc or
800000

To creditors Alc 800000

10000 80

Exchange rate on date of transaction



Creditors In Monetary item D Remeasurement required
31 3 72

show at closing rate
Exchange loss Plc Dr 50000

To creditors 50000

10000 85 80

Machinery is non monetary item but revaluation model

is followed

1 121 1 Amt 10000 80 800000

31 31 2 Fair value 11000 85 935000

135000 Inc

L
Exchange gainFair value Revaluationgain

BF
11000 10000 80 rate on or

80000 tramate
11000 85 80

3131 2 55000

Machinery AlcDr 80000
Machinery AlcDr 55000

To Rev Surplus Soon To Rev Surplus 55000
OCI NR OCI NR Exchange gain

9140







Egbelow





Eg Inventories

on 1 12 01 Inventory purchased for 2000

on 31 31 2 NRU is 1900

Exchange rate 1 121 1 1 80

31 31 2 1 85 date rat

Inventory cost 2000 so Tim io
NRU 1900 85 161500

NRU determined using
rate

lower of cost NRU ie Cost I 160000 Indase

Even if WRU in was lower than cost we will

Compare Cost NRU after converting in to functional currency



Eg Asset Subject to Impairment loss

Machinery purchased from us for 10000 on 1 121 1

Recoverable amt on 3131 2 is 9900

Exchange rate 1 121 1 1 80

31 31 2 1 85

Ignore Dep

Machinery

Carrying Amt 10000 80 2 800000

Recoverable Amt 9900 85 841500

No Impairment loss as Recoverable ant Carrying amount

in Functional currency

Q

Eg below





No checking of Monetary Non monetary item this is translation

0190,110 107 Not transaction



Eg FCTR 5000 State80 4000 Parent801 400 NCI 201
NCI 20 1000 a sale 101 500 It 101.41500

AllippL
4000 to Plan 701 301

990,208

Foreign operation

Subsidiary london U.K Pound

Parent

India Associate J U USA Dollar

Functional Currency

Branch Europe Euro

Foreign
operation

I



Functional currency of foreign operation

J

SameasParent Different from

Condlappy Rare case
Parent

Translation of FS Translation of FS

not required is required

Translation rules apply

18 Parent Subsidiary

USAIndia

For CRS Fs of Subsidiary to be converted from to

After Conversion in I

Exchange diff on Translation FCTR OCI

If FCTR 5000 FCTR 2 5000

80110 1 Subsidiary
1of holding

CFS CRS

Consolidated other Equity Consolidated other Equity
FCTR OCI 5000 FCTR OCR 5000 801 4000

NCI Existing Amt 201 of5000

i e 1000



Eqbelow



Q15 b





Eg Intragroup transaction

Parent Pk 110 Whose functional Currency is Subsidiary Sk110

Whose functional currency is Parent PK 110 leads 100 to

Sk lid on 3091 1

Exchange rates 30 9 1 1.5

3131 2 1 2

a SFS Books of Parent Pk

Since loan is given in so not a foreign currency

transaction for Pk III Parent

100
30911 loan to Subsidiary Alc Dr

to Bank Alc 100

3131 2 No remeasurement As it is not foreign currency

transaction

SFS Book of Subsidiary SK f

Since loan received in So foreign Currency transaction

for Subsidiary

30 91 1 Bank Alc Dr 150

To loan from Parent 150

18 1.5 E D 100 I 100 1.5 150E

3131 2 Monetary item loan from Parent

Reweenurement closing rate

Exchange loss Plc Afc Dr 50

To loan from Parent 50

100 2 1.5 200 150 50



SFS Bls of Parent gps
subsidiary

Plc E Bls e

loan toSub 100
Exchange 50 loanfrom200

Parent

For CFS Translate Subsidiary FS from E to

CFS Bls Consolidated Plc

I
Exchangeloan fromParent 100 loan to Subsidiary 100

g 25g
Shouldnot

1 2 be
eliminated

50 Converted
as there

is
200 100

clg rate no
correspond

Intragroup Since ang rate itemtransaction that is missing
Should be eliminated

T
This exchange loss of 50 recorded in

Subsidiary Plc has no equivalent gain in Parents FS Therefore

Exchange loss of 50 E after Conversion in in FS will

remain in Consolidated Plc

Also Sk will need to obtain in order to repay

liability so group has foreign Currency caposure

970,89



Intragroup transaction

SFS CFS

Exchange gain lose on

foreign currency transaction Sale Purchase of loan given
Goods resulting loan taken

PlcA c in Trade nec payable

L L V

Eliminate loan is returnable loan is notreturnable

in fasceable future in fasceable future
a Trade sec payable

b Sales purchase along

with URP
Eliminate Eliminate

No elimination of exchange lossGain
loan given taken loan given taken

Shown in Consolidated Plan No elimination of
enchange gain loss

Shown in Consolidated Pla
v

ForParent Inv in Subsidiary

net Investment in foreign operation

For Subsidiary Capital Contribution

from Parent

No elimination ofSUMMARY

enchange gain loss
No eliminator of enchange gain loss

Shown in Consolidated Pla
Normally Exchange gain loss d PlcAlc

Consolidated OCI R
Exception When loan is not OCI R

returnable

9010 Q




