
   It is the currency in which Financial statements are prepared 

It is the currency other than reporting currency 

Monetary items are those assets and liabilities, which are to be 
received or paid in fixed or determinable amounts of money

AS11 The effects of changes in foreign exchangeRates

1 scope
AS 11

1
1 Accountingfor 2 Translating the Financial 3 Accountingfor

foreign currency statementsof foreign forward exchang
transactions operations contracts

L

Discussed in BranchAle's

2 Definitions

Reporting currency

eg BBvirtuals Indian Co reporting currency E

Foreign currency

Monetary items iiimsn.itIEeEE

eg cash a cash equivalent Tradereceivables or Debtors Tradepayables orCredito

d Non Monetary items



   Non-monetary items are asset liabilities, other than monetary items

_

Eg PPE Inventories Share Capital Investments in Equity shares etc

Note Monetary Non monetary sirf Bls items Ka hota hai

3 Accounting for foreign currency transactions

Example

All Itd an indian company purchased a PPFfor 10,000 on 01.12.27 on credi

The exchange rate on 01 12 27 was 55

IE 01.12.27 PPE All De 5,50000

To Creditors 5,50000

Continuing with aboveexample exchange rate on 31 328 was I 60

PPE Non monetary item Not Remeasured at closing rate on trend

Creditors Monetary item Remeasured closing rate on trend

10000 60 55 50000 Exchange loss As we will

paymore

It is a transaction Which is denominated or requires settlement in 
a foreign currency.
Examples of foreign currency :

Purchase or sale of goods and services in foreign currency,•
Borrowing or lending of funds in foreign currency,•
Purchase or sale PPE denominated in foreign currency•



10000 55 5.51 ces

now 10000 E 601 61 cos liab increased loss

E Exchange loss

v

IF Exchange loss PII Alc De 50000

To Coeditory 50,000

Summary of Foreign currency transactions

trendInitial
u

Subsequent Measurement
Measurement

Recognise using
Rate

on Dateof Transaction Monetary items Non Monetaryitems

Remeasure
Caddied at Carriedal

closing rate Historical
Fair 9

cost NRV

u u

Noneed to Remeasure

Remeasure on at closing

Trend Mate

u

eg PPE costmodel PPF Prod
Inventory cost Inventory M

Investments cost Invst Market



Foreign Exchange rate difference

Transferred to PIL

11ns2

EE
01 011 1 Purchases Inventory Ale De 1125000

TO Creditors Ale 1125000

15,000 75

31031 1 Cas Monotany item Remeasure closing rate

15000 79 11.10.000 New

1125,000 Before

Ex Gain 15,000

Creditors All De 15,000

TO EX Gain PIC 15,000

15000 74 8 75 8

F y 31131 1 Ends Here

7 71 1 CreditorsAlc Dr 11.10.000
TO CIB 1095000 15000 73 1

TO Fx Gain f 15000 415000 7318 7418



shortcut

Illus 3 liab Asset

ExRate loss ExRate Gain

g ExRatetoGain ExRate loss

01011 1 CIB Alc Dd E 2,1600,000
TO Foreign loan All 2,16 00,000
450000 481

31 3 41 Ex loss PII 450000

TO Foreign loan All 450000

450000 7491 48

31071 1 Foreign loan Alc De 2,2050,000
Ex loss Alc Dr 225000 450000 749.57 749

TO UB Alc 2,2275,000 450000 749.51

Refer
Ques3 CPR Ques Bank



Ques 6 CDR
Trade payable on date of transaction in F 2975000

in 975000 13000
75

31 3 22 Ex loss 52000
13000 791 2751

01 05 22 Ex Gain 9100

13000 778 30 1 2791

Ques 8 CDR

i Tradepayables Creditors

1ˢᵗJuly 22 E 3096000

36000 F3096000 86

value of Trade payable on trend in F 36000 90 32,40

ExGain loss onTrade payable on Urend
36000 290 86

7144000 Ex loss

ii PlantAmachs Amount was paid on dateof import No creditor

1ˢᵗ oct 22 18.500 88 E 16,28000

Value of Pain on ur end E 1628000 Nonmonetary item Mohmeasured

Fx Gain loss on Ur end NIL



ExportKiya means sales Tto sales
iii Trade resables

1ˢᵗ Dec 22 50 40,000

60,000 50,40000 84

Value of T R on 4s end 60000 90 54.00000

Ex Gain loss on Ur end 60.000 x E90 84 E 360000

E Gain

Ques7 CDR

Option No 1 Payimmediately with cashdiscount of 1 on the payable

Total Amt payable on 31 323 50,000 97 4850,000

less cash discount 1 48500

4801,500
Add Borrowing cost 15 for 6months 4801500 15 6m 12m 360112.5

51,61 612.5

OptionIPay after6 months with Jutedest 51p.a on the payable

Total Amountpayable on 30.09.23 50,000 99 49,50000

Add Int 5 for Gmouth 9950000 5 6m 12m 123750

5073750



Thus option ii is Beneficial as outflow is lower by 87862.5

51.61612.5 1 5073750

464 Dontapply

Exception to charging ExCrain loss to PIC Para46A thisforDds
Cas Short

tae
Option isavailablewhen company has a

Long term foreign currency monetary item 9 Item foreign

loan

Related to a depreciable NOT related to depreciable
Asset Asset

longtermforeign loan takenfor
depreciableAsset

Ex diff shall be trf to
ExDiff on long term loan can a separate account in Ras

be adjusted from the costof Name of Ali's Foreign currency

Asset Monetaryitem translation diffAle
FCMITD Alc

Ex loss Add to costof Asset eg to a Ex loss 10 lakhs

FXGain lessfromcostof Asset 51 It FCMITD Alc's

at c
over theperiodoffers tri to Ple

Note Once the option is exercised it is irrevocable as remainsloanterm is 5yrs



Illus 8
3yrs loan longterm loan

01011 1 Foreigncurrency loan 3000 lakhs
75 lakhs 3000lakhs 40

31 121 1 Ex Diff on foreign loan 187.50 lakhs Ex loss

75 lakers 42.5 40

If companyopts If companydoes
for Para 46 46A not optfor1 Para46146A

Ex loss added to costof PPE H
Ex loss ofCost ofPPF 3000lakhs 187.5larry
E 187.5 lakhs3187.5 lakh 1

1 Trf to PIL
Deprn will be chargedon

this



Illusa UDR

Journal entries in the Books of A Hd
i option under Para46A is not availed

or ou Xl Bank Alc Dr 480000

TO Foreign loan Alc 480000

10000 E 481

3131 2 Intereston loan PIC AC DD 25,500
TO CIB 25,500
10000 5 51

31 31 2 Ex loss PIC Alc De E30,000

TO Foreign loan Alc E30,000
100007 EST 7481

ii option under Para46A is availed

or ou Xl Bank Alc Dr 480000

TO Foreign loan Alc 480000

10000 E 48

3131 2 Intereston loan PIC AC DD 25,500
TO CIB 25,500
10000 5 51



31 31 2 Ex loss Alc De E30,000

TO Foreign loan Alc 30,000

100007 EST 7481

31 3 02 PPE All Do 30000

TO Fx loss 30000

iii loan taken for other than depreciable asset

or 041 1 Bank Alc Dr 480000

TO Foreign loan Alc 480000

10000 E 481

3131 2 Intereston loan PIC AC DD 25,500
TO CIB 25,500
10000 5 51

31 31 2 Ex loss Alc De E30,000

TO Foreign loan Alc 30,000

100007 EST 7481

31 31 2 If para 46A availed If para 46 A notavailed

FCMITDAll De 30000 PIL Do 30,000
TO Ex loss 30000 TO Ex loss 30,000



Quest WR
01.04.19 PPF E3000 lakly C B E 3000 lakhs

TO CIB 30001km TO foreign loan 3000 lakes

50 lake 60

Ex loss on foreign loan
losson 1ˢᵗ instalment repaid 10 lakhs 62 60 20 lakhs
loss on ols prine 40 lakes 62 60 80 latry

Total loss 100 lakhs

As
per AS 11 para 46A availed Capitalise Ex loss to costof
PPE

Day value Ex loss

31 3 20 cost of PPE 3000 lakes 100 lakh
3100 lakhs

Deprn for 19 20 20 620 laku



Non-integral foreign operation should have a significant Degree of •

independence in its activities 
Transactions with the head office are in very low proportion•

Transactions and activities of foreign operation Are mainly financed •

from its own operations or local borrowings
Cost of labour material And other components Are primarily paid in •

local currency of foreign operation
Foreign operations sale are mainly in their own currency•

Sales price are determined by local competition of foreign operation•

There is a active local sales market for foreign operations products•

4 Translation of Financial statements of Foreign operation

A Foreign Bravich

9 Integral Yred

in

9 Translation of FS BranchAlc's

D Treatment of Ex Diff

E Indicators foridentification of NonIntegral Foreign operation



IFO IL NIFO FCE

Changes in classification offoreign operation
Integral NonIntegral Ex All fromdate ofreclassificat totto FCTR

Non Integral Integral
11 to PIL

oldExDiff will continue tostay in FCTR

5 Accounting for forwardExchange Contracts

v

Forward Exchange contract Forward exchange contract

entered for managing risk entered for trading or

Hedging speculation

a

Podium or distointarising Here the Profit loss is

at the inceptionofsuch forward computed by comparing
contract should be amortised forward rate sale rate

over the life of the contract I such profit loss is record
in PIL

Refer illus 4 refer illus 5

Heaging
onfY.FI couraaAM Purchase of Plant Good

1001 1 7 Forward Contract

Compare Forwardrate spot rate Compareforward rate a sale rate

Book Excitt over the contractperiod BookProfit loss on sale date



Illus 4 CDR Hedging

Forward Rate Price which we fixforward contract 49.15

A Spot Rate Aaj ki normal rate 48.85

Premium on contract per 0.3

Contract Aunt 1100,000

Total loss 30,000

1ˢᵗ ᵗ 3mouths 301,041 1

I

TTP.az 0mtmM 10k lossC

Book over 3 months

Extra Example Hedging

01 0371 PPE purchased for 15000 rate was 45

to bepaid after 3mouths
Co entered into forward contract to buy E 47

Calculate Ex Gain loss 2 Discuss its treatment

Forward rate E 471 01 0371 31051 1
l l l

spot
Premium loss

FÉ2 1m 31131 1 2m
10k 2011

15000s 30000 loss
loss loss



Illus 5 CDR

ContractRate forwardRate 47.10

o sale rate
papers FI

Contract value 100,000

Profit E8000

1 1 1 I
1ˢ Dtec 31 12 31101

Yrend Yate
X Profit

8900

Book on 31 01

Extra Eg
Alc enteredintoforward contract for US 15000 E 46

when rate was 45

It sold the contract after 2 mouths for F 44.5
Calculate EXCL discuss its treatment

ContractRate forward rate 7461

Spot sale Rate E44.51
loss 1.51

consent now

IIIITotal 101

Bookafter 2 months


