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	Chapter 7 unit 3
	3.1 introduction
	(a) In accounting for transactions in foreign currencies.
	(b) In translating the financial statements of foreign operations.
	(c) This Statement also deals with accounting for foreign currency transactions in the nature of forward exchange contracts.
	(a) Specify the currency in which an enterprise presents its financial statements. However, an enterprise normally uses the currency of the country in which it is domiciled. If it uses a different currency, the Standard requires disclosure of the reas...
	For example, all Indian companies are required to present their financial statements in INR. Thus, for such entities, INR is the reporting currency.
	Alternatively, in case an Indian company is a subsidiary of a company located in the United States, the parent may require the company to present the financial statements in USD. In such cases, the company is required to disclose the reasons for prese...
	In both the cases discussed above, it may be pertinent to note that Accounting Standard 11 does not prescribe the currency to be used to present the financial statements. However, for all practical purposes (Income Tax Act, Indirect Tax Requirements e...
	(b) Deal with the presentation in a cash flow statement of cash flows arising from transactions in a foreign currency and the translation of cash flows of a foreign operation, which are addressed in AS 3 ‘Cash flow statement’.
	(c) Deal with exchange differences arising from foreign currency borrowings to the extent that they are regarded as an adjustment to interest costs.
	(d)  Deal with the restatement of an enterprise’s financial statements from its reporting currency into another currency for the convenience of users accustomed to that currency or for similar purposes.
	Considering the example above, the Indian subsidiary of the US Parent will present its financial statements in INR for the Indian regulators. However, since the US parent needs to consolidate the Indian subsidiary, it will require the Indian company ...
	3.2 Definitions of the terms used in the   Standard
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