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Llantying which exchangde rate applies

“IFRIC 22 clarifies which date
should be used for translation
when a foreign currency
transaction involves an advance
payment or receipt.

Companies — particularly those in
the construction sector — should
consider the impact on their
financial reporting, as well as
their accounting systems.”
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What's the ISsue?

When foreign currency consideration is paid or
received in advance of the item it relates to...
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Asset Expense Income

... how do you determine the date of the transaction
to translate the related item?



What does IFRIG 22 Say?

In The related item is translated using the
V) exchange rate on the date that...
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@ the advance foreign currency
1 Jan 4

consideration is received/paid
and

the prepayment or deferred
income is recognised
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Worked example


https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2016/12/ifric22-foreign-currency-advance-consideration-example-dec2015.pdf
https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2016/12/ifric22-foreign-currency-advance-consideration-example-dec2015.pdf

MUITIDIE advance payments o receipLs

Each separate advance payment or receipt gives
rise to a transaction date

Foreign currency consideration
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Jolentialimpacts

A company should consider

P&L IFRS_ o
The impact IFRIC 22’s Possible
on net profit interaction changes to
or loss with other accounting
standards systems
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Lapplies whenacompany..

... pays or receives foreign @
currency consideration %/

v

... recognises a non-monetary

asset/liability before — /
recognising the related item —



Ldoesntapply..

A
... when the related item has /
to be recognised using a fair
value measurement basis

>

Financial assets
and liabilities

... to income taxes and

insurance contracts 'I'I'IT
S
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cI1Eciive date

IFRIC 22 applies for annual
periods beginning on or after

Early adoption is permitted

It can be applied retrospectively
or prospectively
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PIOSPeCtve appication

Is permitted on or after the beginning of...
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the reporting an earlier
period in which or reporting period
the interpretation presented in the
Is first applied comparatives
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mpact onthe Pal

The impact may be significant if acquired
assets are currently translated on a date after
consideration is paid - e.g. the delivery date

For revenue and expense transactions, there
may be no aggregate effect, but individual
line items may be affected
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NEXT SIEDS

Ll Saae
Read the Speak to your Find out
interpretation usual KPMG more at
contact kpmg.com/ifrs
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https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards.html
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