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DIFFERENCE IN ACCOUNTING PRINCIPLES

1. Methods used to measure economic activity differ around the world

2. Benefits of adoption of a single set of globally accepted accounting 
standards

• Expansion of capital markets across borders

• Help investors to better evaluate opportunities across borders

• Reduce reporting costs for companies accessing capital in other countries

• Increased confidence for users



International Financial Reporting Standards (IFRS)

• Standards published by the International Accounting Standards Board (IASB)

• Widely accepted 

• Mandated or permitted in over 100 countries

• FASB is working with the IASB to improve the quality of standards and to “converge” 
their two sets of standards

New SEC rules 

• Allow foreign private issuers to file statements prepared in accordance with IFRS as 
issued by the IASB without reconciliation to U.S. GAAP (January 4, 2008) 

Target date of 2011 

• U.S. issuers would be required to prepare financial statements in accordance with 
IFRS



DETERMINING THE FUNCTIONAL CURRENCY





Functional Currency Designation in Highly 
Inflationary Economies



TRANSLATION VERSUS REMEASUREMENT OF FOREIGN
FINANCIAL STATEMENTS





TRANSLATION OF FUNCTIONAL CURRENCY 
STATEMENTS INTO

THE REPORTING CURRENCY OF THE U.S. COMPANY



Illustration of Translation and Consolidation
of a Foreign Subsidiary



















































REMEASUREMENT OF THE BOOKS OF RECORD INTO THE
FUNCTIONAL CURRENCY









FOREIGN INVESTMENTS AND 
UNCONSOLIDATED SUBSIDIARIES





INVESTMENT IN A FOREIGN SUBSIDIARY





DISCLOSURE REQUIREMENTS

PSAK 10- The effect of Changes in Foreign Exchange Rate (PSAK 10)
requires the aggregate foreign transaction gain or loss included in income to
be separately disclosed in the income statement or in an accompanying note.
This includes gains or losses recognized from foreign currency transactions,
forward exchange contracts, and any remeasurement gain or loss. If not
disclosed as a one-line item on the income statement, this disclosure is usually
a one-sentence footnote summarizing the company’s foreign operations.



ADDITIONAL CONSIDERATIONS IN ACCOUNTING 
FOR FOREIGN OPERATIONS AND ENTITIES

1. Remeasurement Case: Subsequent Consolidation Workpaper

2. Proof of Remeasurement of Exchange Gain

3. Statement of cash Flow

4. Lower-of-Cost-or-Net Realizable Value Inventory Valuation under 
Remeasurement

5. Intercompany Transactions

6. Income Taxes

7. Translation When a Third Currency is the Functional Currency
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