
AS 11 – THE EFFECTS OF CHANGES IN FOREIGN EXCHANGE RATES
Also deals with transactions in the nature of Forward Exchange contracts 


Applies to

· Accounting for transactions in foreign currencies
· Translating the financial statements of foreign operations 

Exclusions

· Restatement of enterprise’s financial statement
· Presentation in a cash flow statement of cash flow arising from foreign currency transaction  
· Exchange differences relating to Interest on Foreign Currency Borrowings (AS 16 Para 4(e))

Recognition of transactions (Para 8 to 16)

Initial recognition – applying exchange rate on the date of transaction
Monetary items – to be restated at closing rate (for e.g.:  cash receivable / payable)


At each balance sheet date     

Carried in terms of historical cost – rate at the date of transaction
Non-Monetary items -    





Carried at fair value – date of determination of such value



Exchange difference on settlement of Monetary item should be recognized as income / expense in which they arise (not apply to monetary item forms part of enterprise’s net investment in non-integral foreign operation.   

Classification of foreign operation

Integral - Foreign operation that is integral to operations of reporting enterprise carries on its business as if it were an extension of the reporting enterprise’s operations. Financial statement of integral foreign operation shall be translated using principles & procedures in Para 8 to 16.    

Non-integral - 
Asset & LIab. – At closing rate

Diff. should be accumulated in Foreign currency translation reserve


Income & Exp. – transaction date rate
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