
CASE 11 4 FUNCTIONAL CURRENCY DETERMINATION

Free Essay: Case SUBJECT: Determining the Functional Currency of Sparkle Company Sparkle Company is a Nigerian
diamond mining.

Well, it is simply not under IAS  Imagine you presented in EUR last year. Presentation currency is the
currency in which you present your financial statements. Topics include auditing standards, evidence, audit
planning and documentation, materiality and risk, internal control, statistical tools, and the overall audit plan
and program. Well, because it will be easier for you to translate all the balances to your presentation currency
at the beginning of the reporting period you will deal with translation from one functional currency, not two
different functional currencies during the same period. Armed forces. Just as in my story from the beginning
of this article: our client, the manufacturing company, changed its sole customer and was forced to sell its
products in GBP rather than EUR. Download the spreadsheets. And yes, it was. Basic steps for translating
foreign currency amounts into the functional currency Steps apply to a stand-alone entity, an entity with
foreign operations such as a parent with foreign subsidiaries , or a foreign operation such as a foreign
subsidiary or branch. The term 'functional currency' was used in the revision of IAS 21 in place of
'measurement currency' but with essentially the same meaning. Exchange difference: the difference resulting
from translating a given number of units of one currency into another currency at different exchange rates. In
our example, the company knew exactly when they stopped selling in EUR and started to sell in GBP â€” so
that was the date. In the past years, the company was simply buying materials from its parent, made
semi-finished products locally and then sold these semi-finished products to another company in the group. In
fact, the change in functional currency is NOT the change in accounting policy and therefore the retrospective
restatement, i. Some time ago I was a part of an audit team auditing the financial statements of a
medium-sized manufacturing company. In this article I would like to show you how to deal with the change in
your functional currency and I will also try to address a few practical questions related to such a change. Thus
you need to translate your comparative financial statements in EUR to USD using the appropriate exchange
rates applicable for the comparative reporting period. This is the law that gives people a mandatory minimum
sentence starting at 5 years 10 months, and going up all the way to 25 years in prison. In this case, you need to
apply your judgment and determine the appropriate date of change. Disclosure The amount of exchange
differences recognised in profit or loss excluding differences arising on financial instruments measured at fair
value through profit or loss in accordance with IAS 39 [IAS  No restatement of previous period. After the
change in functional currency, the cost will be 11 USD and this is the new historical cost of PPE no further
currency revaluation in functional currency. Some of the cases are appealed and of those cases, some are
reversed. This would include any goodwill arising on the acquisition of a foreign operation and any fair value
adjustments to the carrying amounts of assets and liabilities arising on the acquisition of that foreign operation
are treated as part of the assets and liabilities of the foreign operation [IAS  A result of making a convenience
translation is that the resulting financial information does not comply with all IFRS, particularly IAS  Change
in functional currency As the first thing, ABC should change its functional currency at the date of change â€”
1 January 20X2. The schedule is developed in this assignment based on information given in the case. Click
here to check it out! The change in presentation currency â€” the change in presentation currency is treated as
a change in accounting policy and is to be applied retrospectively. All of the judges had many cases but
overall I think that the Common Pleas Court is the court that makes the most mistakes. However, sometimes it
happens that the change is not immediate. So, if your reporting period starts on January 1, do it on January 1.
You simply need to translate all items of assets and liabilities into the new functional currency using the
exchange rate at the date of change. In other words, you need to assess the economic effects of the underlying
transactions, events and conditions relevant for you. Special For You! You can see this process real life. Since
the sales were the primary factor determining the functional currency in this case as purchases and labor cost
were all in different currencies and in a lower number of transactions , our client had to account for the change
in functional currency. How to present comparatives when the functional currency changes So, if you change
your functional currency and you always present your financial statements in the same currency as your
functional currency, then we are facing two changes in fact: The change in functional currency itself â€” as I
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explained above, you need to make this change prospectively without any restatement of previous periods.
Now, if you decide to present in EUR despite your new functional currency is USD, then you will use IAS 21
rules for translating amounts in your functional currency to presentation currency as described here and here.
And, this will be the new historical cost event if you bought the same property in USD. Presentation currency:
the currency in which financial statements are presented.


