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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY 
THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY 
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT 
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, 
without limitation, the tax treatment or tax structure, or both, of any transaction 
described in the associated materials we provide to you, including, but not limited to, 
any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are 
subject to change.  Applicability of the information to specific situations should be 
determined through consultation with your tax adviser.
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BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK 
company limited by guarantee, and forms part of the international BDO network of independent member firms.
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The information and advice contained herein (the “Materials”) were prepared by BDO USA, LLP (“BDO”) 
solely for Strafford (the “Company”) at the direction of the Company and solely for the benefit and use of 
the Company pursuant to a client agreement between BDO and the Company. BDO did not perform 
professional services on behalf of any other person or entity, and does not anticipate or authorize reliance by 
any other party on its services. Accordingly, no third party is entitled to rely, in any manner or for any 
purpose, on the Materials, and BDO expressly disclaims any duties or obligations to any person or entity other 
than the Company based on its use of the Materials. Any other person or entity must perform its own due 
diligence inquiries and procedures for all purposes, including, but not limited to, satisfying itself as to the 
financial condition and control environment of the Company, as well as the appropriateness of the 
accounting for any particular situation addressed by the Materials.

BDO did not perform on behalf of the Company, and the Materials do not constitute the results of, an audit, 
review, examination, or any form of assurance or attestation (as those terms are identified by the AICPA or 
by the Public Company Accounting Oversight Board or any other regulatory or professional body). Accordingly, 
BDO did not and does not express, and the Materials do not constitute, any opinion or any form of assurance 
or attestation on the Company’s accounting matters, financial statements, and any financial or other 
information or internal controls, and did not and does not conclude on the appropriate accounting treatment 
based on specific facts or recommend which accounting policy/treatment the Company should select or 
adopt, and the Materials do not express any position regarding such treatment. Further, the Materials are not 
intended to be used, and may not be used, for the purpose of avoiding penalties that may be imposed on a 
taxpayer, do not address any legal matters or questions of law, and do not constitute a legal opinion.

The observations relating to accounting matters that BDO provided to the Company were designed to assist 
the Company in reaching its own conclusions and do not constitute our concurrence with or support of the 
Company’s accounting or reporting.

ASC 830 FOREIGN CURRENCY REPORTING
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Introduction

ASC 830 FOREIGN CURRENCY REPORTING
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The guidance codified in ASC 830 has not 
changed significantly since its issuance in the 
early 1980s. 

As a result of the global business environment, 
companies are now relying more on the guidance 
in ASC 830 and recognizing the increasing 
complexity dependent upon their respective 
entity structures.

The guidance was written from one perspective 
based on the environment at the time.

ASC 830 FOREIGN CURRENCY REPORTING

Introduction
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Introduction

As a result of the global business environment at the time, ASC 830 
assumes that the reporting entity:

 Is located in the U.S.

 Uses the U.S. dollar as its reporting currency

 Is an operating company with a functional currency of the U.S. dollar

 Provides support to its foreign operations

In today’s economy, many U.S. reporting entities are holding companies 
with no significant operations.

ASC 830 FOREIGN CURRENCY REPORTING
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Introduction

TOPIC WHAT WILL BE COVERED

Reviewing an Entity’s Structure
Defining ‘foreign entities’ within a company’s 
organization

Identifying an Entity’s/ 
Subsidiary’s Currency(ies)

Local/Transactional/Functional/Reporting

Remeasurement and Translation
Recognizing the difference and accounting 
treatment

Consolidated Financial 
Statements and Cumulative 
Translation Adjustment (“CTA”)

Demonstrating the impact on a consolidated 
entity

Additional Reporting 
Considerations

Cash Flow Statements/Highly Inflationary 
Economies/Income Tax Reporting

ASC 830 FOREIGN CURRENCY REPORTING
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Defining a Company’s 
Foreign Entities

ASC 830 FOREIGN CURRENCY REPORTING
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Framework for ASC 830

ASC 830 FOREIGN CURRENCY REPORTING

Define your company’s entities

Determine the functional currency by entity

Measure/remeasure foreign currency transactions

Translate into the reporting currency 

Determine when to release CTA
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“An operation (e.g., subsidiary, division, 
branch, joint venture, etc.) whose financial 
statements are both (a) prepared in a currency 
other than the reporting currency of the 
reporting entity and (b) combined or 
consolidated with or accounted for on the 
equity basis in the financial statements of the 
reporting entity.”

Defining a Company’s Foreign Entities

A “foreign entity” 
as defined by 
ASC 830:

ASC 830 FOREIGN CURRENCY REPORTING
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 Many companies begin with their legal entity 
structure

 Within the legal entity structure, there may 
be “entities” with distinct and separable 
operations

 Conversely, a legal entity may not be a 
separate foreign entity

 Entities, or foreign entities, both referenced 
by ASC 830, refer to operations that are 
distinct and separable

ASC 830 FOREIGN CURRENCY REPORTING

Defining a Company’s 
Foreign Entities
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“Distinct and Separable” Operation

 When discussing the determination of functional currencies,             
ASC 830-10-45-5 presents the terms “distinct and separable operation” 
but does not offer a definition or specific criteria. 

 Management will need to use judgment.  

 Criteria to consider:
• Separate assets and liabilities

• Managed separately from other operations

• Accounting records can be produced and 
meaningful financial statements 
are routinely prepared

ASC 830 FOREIGN CURRENCY REPORTING



17

Foreign sales 
office

Individual 
locations 
managed 
centrally

Corporation 
with foreign 

manufacturing 
locations

“Distinct and Separable” Operation

ASC 830 FOREIGN CURRENCY REPORTING
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CASE STUDY 

“Distinct and Separable”

ASC 830 FOREIGN CURRENCY REPORTING

USA Corp has two subsidiaries: 
GERMANY and CANADA

USA Corp is a US registrant with USD 
as the reporting currency
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CASE STUDY 

“Distinct and Separable”

ASC 830 FOREIGN CURRENCY REPORTING

 Has factory that produces and 
sells product 

 Management team

 Produces financial statements

CANADAGERMANY

 Sells products for the US to 
Canadian customers

 Relies on US for funding, 
management and reporting
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CASE STUDY 

“Distinct and Separable”

USA Corp has two distinct and separable operations:

ASC 830 FOREIGN CURRENCY REPORTING

US ENTITY
Includes Canada entity that is an 

extension of the US
GERMAN ENTITY

As a result, the German entity 
needs to be analyzed in order to 

determine the appropriate 
functional currency.
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Determining Functional 
Currencies

ASC 830 FOREIGN CURRENCY REPORTING
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Framework for ASC 830

ASC 830 FOREIGN CURRENCY REPORTING

Define your company’s entities

Determine the functional currency by entity

Measure/remeasure foreign currency transactions

Translate into the reporting currency 

Determine when to release CTA



23

Types of Currencies an Entity May Identify

Each distinct and separable operation may have the following currencies:

ASC 830 FOREIGN CURRENCY REPORTING

LOCAL
Currency where the 

entity is located

TRANSACTIONAL
Currency of a 

specific transaction

FUNCTIONAL
Currency of the 

primary economic 
environment in 
which the entity 

operates; normally, 
in which an entity 

primarily generates 
and expends cash

FOREIGN
Any currency other 
than the functional 

currency of the 
referenced distinct 

and separable 
operation
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Determining Functional Currency – ASC 830

Foreign 
Currency

Foreign operations that are relatively self-contained 
and integrated within a particular country or economic 
environment. The foreign operation primarily 
generates and expends foreign currency. 

Parent 
Currency

Foreign operations that are primarily a direct and 
integral component or extension of the parent entity’s 
operations. Significant assets may be acquired from the 
parent entity or otherwise by expending dollars and, 
similarly, the sale of assets may generate dollars that 
are available to the parent. 

ASC 830 FOREIGN CURRENCY REPORTING
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Identify the Functional Currency by Entity

 No hierarchy to the indicators

 Management must weigh each indicator and relevance to an entity

ASC 830 FOREIGN CURRENCY REPORTING

Sales 
Market

Sales 
Price

Intra-entity 
Transactions/
Arrangements

FinancingExpenseCash Flow

INDICATORS
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 Long-term versus short-term considerations

 Only one functional currency per distinct and 
separable operation

 Shell and/or holding companies

 Equity method investments

 ASC 830 was written based upon a two-tier 
entity – US parent with one foreign subsidiary

ASC 830 FOREIGN CURRENCY REPORTING

Identify the Functional Currency 
by Entity
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CASE STUDY #1

Functional Currency Designation

 USA Corp is a US registrant with 
USD as the reporting currency

 Multiple legal entities globally

 BRIT – subsidiary of USA Corp 
located in the UK

 For purposes of this analysis, 
BRIT is already determined to 
be distinct and separable from 
USA Corp

 BRIT transacts business in 
multiple currencies with local 
currency of British pound 
sterling (“GBP”)

ASC 830 FOREIGN CURRENCY REPORTING
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CASE STUDY #1

Functional Currency Designation

ASC 830 FOREIGN CURRENCY REPORTING

INDICATORS PRIMARY CURRENCY SIGNIFICANCE

Cash flow GBP, EUR EUR

Expense USD, EUR, GBP None noted

Financing USD, EUR, GBP USD intercompany

Intra-entity arrangements USD USD

Sales price GBP and EUR EUR predominant

Sales market GBP and EUR EUR predominant
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CASE STUDY #1

Functional Currency Designation

ASC 830 FOREIGN CURRENCY REPORTING

Management considers 
sales market and price and 
related cash flow are most 

significant factors 

Expenses are evenly 
split between USD 

and EUR

BRIT’s functional currency is EUR

The financing 
indicator points to 

USD
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 USA Corp is a US registrant with USD as the 
reporting currency

 USA Corp has one subsidiary in the UK 
(“BRIT”)

 BRIT is not determined to be distinct and 
separable from USA Corp since its 
transactions could have been completed by its 
USA Corp, its parent

 BRIT enters into a foreign currency forward 
transaction to sell EUR for USD

ASC 830 FOREIGN CURRENCY REPORTING

CASE STUDY #2

Functional Currency Designation
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CASE STUDY #2

Functional Currency Designation

ASC 830 FOREIGN CURRENCY REPORTING

INDICATORS PRIMARY CURRENCY SIGNIFICANCE

Cash flow USD, EUR EUR

Expense None None noted

Financing USD, EUR USD

Intra-entity arrangements USD USD

Sales price None N/A

Sales market None N/A
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CASE STUDY #2

Functional Currency Designation

ASC 830 FOREIGN CURRENCY REPORTING

USA Corp could have carried 
out transaction

BRIT is not a distinct and 
separable operation

BRIT’s functional 
currency is USD
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Designating the Functional Currency of an Entity

ASC 830 FOREIGN CURRENCY REPORTING

Is the entity distinct and separable?

Could the entity’s transactions be carried out by 
a parent?

Weight of each factor should be considered
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Recognizing a Change 
in Functional 
Currency

ASC 830 FOREIGN CURRENCY REPORTING
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Functional Currency Change

 Only if economic facts and circumstances indicate clearly that the 
functional currency has changed. 

 Previously issued financial statements shall not be restated for any 
change in the functional currency.

 All changes in functional currency are accounted for currently and 
prospectively from the date of the change. Since the exact date a 
change in functional currency occurred may be hard to determine, it is 
often recognized at the beginning of the reporting period that 
approximates the date of the change. 

ASC 830 FOREIGN CURRENCY REPORTING
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Functional Currency Change

ASC 830 FOREIGN CURRENCY REPORTING

FOREIGN TO REPORTING REPORTING TO FOREIGN FOREIGN TO FOREIGN

 Nonmonetary assets and 
liabilities have a basis as 
of the end of the prior 
reporting period

 Prior period CTA is not 
removed

 Monetary assets and 
liabilities have a basis as 
of the end of the prior 
reporting period

 Includes change due to 
entity becoming highly 
inflationary

 Remeasure nonmonetary 
assets and liabilities at 
the current rate

 Record change in CTA

 No change to monetary 
assets and liabilities

 Excluding when entity 
ceases to be highly 
inflationary

 Remeasure nonmonetary 
assets and liabilities at 
the rate in effect at 
inception of asset or 
liability

 Record change in CTA

 Prior period CTA is not 
removed

 Remeasure in new 
functional currency at 
date of change
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CASE STUDIES

Functional Currency Change

Let’s look at two case studies using a similar scenario. Case studies   
will cover:

 Foreign to reporting

 Reporting to foreign

ASC 830 FOREIGN CURRENCY REPORTING

FACTS

 Reporting currency – USD

 EUR equipment purchase by foreign entity on 1/1/2015

 Depreciable life is five years
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CASE STUDIES

Foreign to Reporting

ASC 830 FOREIGN CURRENCY REPORTING

Functional currency of foreign subsidiary EUR

F/X Rate

EUR to USD - 1/1/2015 1.1000      

EUR to USD - 12/31/2015 1.2000      

EUR Equipment purchase on 1/1/2015 and depreciable over 5 years

EUR USD

Equipment, 1/1/2015 € 500,000

Depreciation (€ 100,000)

Equipment, 12/31/2015 € 400,000 1.2000   480,000$     

USD amounts shown for presentation purposes

Functional currency change to USD on 1/1/2016
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CASE STUDIES

Foreign to Reporting

Due to significant change in the operations of the foreign entity, the 
functional currency changed to USD, the reporting currency, 

on 1/1/2016.

ASC 830 FOREIGN CURRENCY REPORTING

WHAT IS THE IMPACT?

USD value of equipment on 
12/31/2015 becomes new basis

CTA created prior to 1/1/2016, 
as a result of translation, is not 

adjusted
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CASE STUDIES

Reporting to Foreign

ASC 830 FOREIGN CURRENCY REPORTING

Functional currency of foreign subsidiary USD

F/X Rate

EUR to USD - 1/1/2015 1.1000      

EUR to USD - 12/31/2015 1.2000      

EUR Equipment purchase on 1/1/2015 and depreciable over 5 years

EUR USD

Equipment, 1/1/2015 € 500,000 1.1000   550,000$     

Depreciation (€ 100,000) 1.1000   (110,000)$    

Equipment, 12/31/2015 € 400,000 1.1000   440,000$     

Functional currency is USD so consider remeasurement of EUR equipment

Functional currency change to EUR on 1/1/2016
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CASE STUDIES

Reporting to Foreign

 Due to significant change in the operations of the foreign entity, the 
functional currency changed to EUR on 1/1/2016

 What is the impact?

• Equipment is remeasured to EUR as of 12/31/2015 and becomes new basis

• CTA is adjusted for difference

ASC 830 FOREIGN CURRENCY REPORTING

New basis 440,000$   0.83333 € 366,667

Original basis 440,000$   0.90909 € 400,000

(€ 33,333)
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Remeasuring Foreign 
Currency Transactions

ASC 830 FOREIGN CURRENCY REPORTING
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 Process by which an entity reports 
all of its activities in its 
FUNCTIONAL CURRENCY

 Changes reported on the P&L

 Exceptions:

• Net investment hedges

• Long-term intercompany transactions 
that are not expected to be settled in 
the foreseeable future

Remeasurement and Translation 
TWO DISTINCT FUNCTIONS

ASC 830 FOREIGN CURRENCY REPORTING

TRANSLATIONREMEASURMENT

 Process by which an entity reports 
its financial statements in the 
REPORTING CURRENCY of its 
parent

 Changes reported through other 
comprehensive income
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Framework for ASC 830

ASC 830 FOREIGN CURRENCY REPORTING

Define your company’s entities

Determine the functional currency by entity

Measure/remeasure foreign currency transactions

Translate into the reporting currency 

Determine when to release CTA
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Monetary and Nonmonetary Assets and Liabilities

ASC 830 FOREIGN CURRENCY REPORTING

NONMONETARY ASSETS & 
LIABILITIES

MONETARY ASSETS & LIABILITIES

 Amounts are fixed in terms of units 
of currency by contract or 
otherwise.

 Examples:
• Cash

• A/R

• A/P

 Assets and liabilities other than 
monetary ones.

 Examples:
• Inventories

• Property, plant, and equipment

• Deposits

SETTLEMENT of monetary assets and liabilities have a direct impact on an 
entity’s functional currency cash flows (i.e., the amount of cash received or 
paid at settlement will vary with foreign currency exchange rates). 
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Remeasure 
AP

 Foreign entity created January 1, 2018

 Functional currency of foreign entity is EURO

 Accounts payable invoices are paid in AUD

 Accounts payable is a monetary liability

 All Invoices are dated 1/1/2018 and still 
outstanding as of 12/31/2018

EXERCISE

Remeasuring into Functional Currency

ASC 830 FOREIGN CURRENCY REPORTING

FX Rates – AUD to EURO

1/1/2018 0.6243

12/31/2018 0.7544
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Remeasuring into Functional Currency

ASC 830 FOREIGN CURRENCY REPORTING

AUD Rate EURO

Accounts payable, January 1, 2018 3,463$   0.6243 2,162$     

Accounts payable, December 31, 2018 3,463$   0.7544 2,612$     

A/P (Increase)/Decrease (451)$       

Increase in A/P is an F/X loss - booked to P&L
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 Baseline for remeasurement is the entity’s 
functional currency

 Remeasurement of monetary assets and 
liabilities occurs at the end of each reporting 
period until settled (paid)

 Foreign currency transactions must be  
tracked separately

ASC 830 FOREIGN CURRENCY REPORTING

Additional Considerations
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Translation of 
Financial 
Statements

ASC 830 FOREIGN CURRENCY REPORTING
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Framework for ASC 830

ASC 830 FOREIGN CURRENCY REPORTING

Define your company’s entities

Determine the functional currency by entity

Measure/remeasure foreign currency transactions

Translate into the reporting currency 

Determine when to release CTA
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 Translate 
foreign 
entity

 Prove CTA

 Foreign entity created January 1, 2018

 Functional currency of foreign entity is EURO

 US parent company

 Reporting currency is USD

EXERCISE

Translation

ASC 830 FOREIGN CURRENCY REPORTING

FX Rates – EURO to USD

1/1/2018 1.200

12/31/2018 1.1602

Average 1.1801
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DAY 1 

Translation

EURO USD

1-Jan-18  Rate 1-Jan-18

Cash  $           3,300  1.2000  $       3,960 

Accounts receivable, net              1,476  1.2000           1,771 

Inventory, net              1,400  1.2000           1,680 

Prepaid expenses and other current assets                 154  1.2000              185 

Property and equipment, net                 254  1.2000              305 

Other asset                 133  1.2000              160 

Total assets  $           6,717  $       8,061 

Accounts payable  $           2,162  1.2000  $       2,594 

Accrued expenses              1,594  1.2000           1,913 

Note payable              1,897  1.2000           2,276 

Common Stock                   64  1.2000                77 

Additional paid-in capital              1,000  1.2000           1,200 

Accumulated other comprehensive income                  -    

Accumulated deficit                       -   1.2000                  -    

Total liabilities and equity  $           6,717  $       8,061 

ASC 830 FOREIGN CURRENCY REPORTING
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END OF YEAR

Translation

ASC 830 FOREIGN CURRENCY REPORTING

EURO USD

31-Dec-18 Rate 31-Dec-18

Cash 3,300$          1.1602 3,829$          

Accounts receivable, net 1,652            1.1602 1,917            

Inventory, net 1,350            1.1602 1,566            

Prepaid expenses and other current assets 154               1.1602 179               

Property and equipment, net 254               1.1602 295               

Other asset 133               1.1602 154               

Total assets 6,843$          7,939$          

Accounts payable 2,162$          1.1602          2,508$          

Accrued expenses 1,594            1.1602          1,849            

Note payable 1,897            1.1602          2,201            

Common Stock 64                1.2000         77                

Additional paid-in capital 1,000            1.2000         1,200            

Accumulated other comprehensive income                        -                        -   

Accumulated deficit 126               1.1801 149               

Total liabilities and equity 6,843$          7,984$          

(45)$             
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CTA Proof
NOT A PLUG TO CONSOLIDATED F/S

ASC 830 FOREIGN CURRENCY REPORTING

Beginning Equity € 1,064

Beginning F/X rate 1.2000

Ending F/X rate 1.1602 (0.0398)  

(42)$      

FY 2018 P&L Activity € 126

Average F/X rate 1.1801

Ending F/X rate 1.1602 (0.0199)  

(3)$        

CTA calculated (45)$      

CTA per balance sheet (45)$      
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Subsequent Years

 Maintain history each year’s 
translated P&L activity:

• Historical P&L activity remains static

• ASC 830 – All elements of financial 
statements shall be translated by 
using a current exchange rate as 
follows: 

- For assets and liabilities, the exchange 
rate at the balance sheet date shall be 
used. 

- For revenues, expenses, gains, and 
losses, the exchange rate at the dates 
on which those elements are recognized 
shall be used. 

 Use of averages is permissible by 
ASC 830 and should be weighted by 
volume during the accounting 
period:

• In practice, simple averages are used 
by period (month/quarter).

• Translated amount for each quarter 
or month should be combined for 
annual totals and would capture 
volume differences in each distinct 
period

 Any capital (equity) activity utilizes 
rate at the date of the transaction

ASC 830 FOREIGN CURRENCY REPORTING
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Consolidated 
Financial Statements

ASC 830 FOREIGN CURRENCY REPORTING
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Significant intercompany 
activities

Effect of intercompany 
transactions, specifically those 
that drive intercompany loans 

ASC 830 FOREIGN CURRENCY REPORTING

Consolidated Financial Statements
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Intercompany Loans

 An intercompany balance between a related foreign entities create 
foreign currency gains and losses that survive consolidation, even 
though the intercompany balances do not. 

 A loan with a foreign entity denominated in a currency other than its 
own functional currency must measure/remeasure the loan in its 
functional currency, which will create foreign currency transaction 
gains and losses that are recorded in the reporting entity’s consolidated 
income statement. 

 These foreign currency transaction gains and losses are not eliminated 
in consolidation, even though the intercompany loan eliminates. 

ASC 830 FOREIGN CURRENCY REPORTING
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What is loan 
denominated 

in?

 Loan created on January 1, 2018

 Between a USD functional currency entity and a 
Euro functional currency entity

 FX Rates – EURO to USD

EXERCISE

Intercompany Loan

ASC 830 FOREIGN CURRENCY REPORTING

FX Rates – EURO to USD

1/1/2018 1.200

12/31/2018 1.1602

Average 1.1801
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EXAMPLE

Intercompany Loan

USD Denominated Loan - $2,000

ASC 830 FOREIGN CURRENCY REPORTING

pre-loan post-loan pre-loan post-loan

USD I/C USD EURO I/C EURO

Cash 3,000$       (2,000)$  1,000$          Cash € 0 € 1,667 € 1,667

I/C A/R -             2,000     2,000           A/R 500          500           

A/P (500)           (500)             I/C A/P -           (1,667)      (1,667)      

APIC (2,500)        (2,500)          APIC (500)         (500)         

-$           -$       -$             € 0 € 0 € 0

USD Entity

January 1 2018

EURO Entity

January 1 2018
$2,000 /
1.200 = 1,667
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EXAMPLE

Remeasure & Translate

ASC 830 FOREIGN CURRENCY REPORTING

EURO Remeasure EURO EURO Rate USD

Cash € 1,667 € 1,667 Cash € 1,667 1.1602 1,934$      

A/R 500            500          A/R 500          1.1602 580           

I/C A/P (1,667)        (57)        (1,724)      I/C A/P (1,724)      1.1602 (2,000)      

APIC (500)           (500)         APIC (500)         1.2000 (600)         

OCI -             -           OCI -           -           

P&L -             57          57            P&L 57            1.1801 67            

€ 0 € 0 € 0 € 0 5.8607 (19)$         

Remeasure Loan

December 31, 2018

Translate Balance Sheet

December 31, 2018

$2,000 / 1.2000  =   1,667
$2,000 / 1.1602  =   1,724

CTA Impact
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CTA Proof

ASC 830 FOREIGN CURRENCY REPORTING

Beginning Equity € 500

Beginning F/X rate 1.2000

Ending F/X rate 1.1602 (0.0398)  

(20)$      

FY 2018 P&L Activity (€ 57)

Average F/X rate 1.1801

Ending F/X rate 1.1602 (0.0199)  

1$         

CTA calculated (19)$      

CTA per balance sheet (19)$      
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 Settlement is not planned or anticipated in 
the ‘foreseeable future’ 

 Considered part of the net investment

 As a result, remeasurement as presented in 
the previously slides would be recognized in 
OCI

 Presentation in standalone financial 
statements

 Forgiveness of intercompany loans

ASC 830 FOREIGN CURRENCY REPORTING

Intercompany Loan
LONG TERM IN NATURE
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Treatment of an 
Entity’s Cumulative 
Translation 
Adjustment

ASC 830 FOREIGN CURRENCY REPORTING
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Framework for ASC 830

ASC 830 FOREIGN CURRENCY REPORTING

Define your company’s entities

Determine the functional currency by entity

Measure/remeasure foreign currency transactions

Translate into the reporting currency 

Determine when to release CTA
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Release of CTA

ASC 830: “Upon sale or upon complete or substantially complete 
liquidation of an investment in a FOREIGN ENTITY, the amount 
attributable to that entity and accumulated in the translation 
adjustment component of equity shall be both: 

a) Removed from the separate component of equity 

b) b. Reported as part of the gain or loss on sale or liquidation of 
the investment for the period during which the sale or liquidation 
occurs.”

ASC 830 FOREIGN CURRENCY REPORTING
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Release of CTA

ASC 830 FOREIGN CURRENCY REPORTING

 USA Corp owns 100% of an integrated operation, meeting the definition of a 
foreign entity. 

 The integrated operation consists of give individual legal entities.

OPTION 1
All assets of the one of the five 
entities is sold and proceeds are 
distributed amount remaining entity 
and USA Corp parent

OPTION 2
Integrated operations are ceased 
and 95% of the net assets are sold

USA Corp makes one of two determinations and, as a result, a release of CTA 
needs to be discussed:
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Release of CTA

ASC 830 FOREIGN CURRENCY REPORTING

“Sale or upon complete or substantially complete liquidation”

OPTION 1
Overall foreign operation continues

OPTION 2
Substantially complete liquidation

No release of CTA Release of CTA into earnings
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Release of CTA
COMPLETE OR SUBSTANTIALLY COMPLETE LIQUIDATION

 A change in functional currency has occurred

 Monetary assets and liabilities not denominated in USD will be 
remeasured

 Nonmonetary assets and liabilities translated at the end of last 
reporting period become the basis in the period changes and 
subsequent periods

ASC 830 FOREIGN CURRENCY REPORTING
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Additional Reporting 
Considerations

ASC 830 FOREIGN CURRENCY REPORTING
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Considerations Beyond Applying the Basics

ASC 830 FOREIGN CURRENCY REPORTING

Cash Flow 
Statements

Highly 
Inflationary 
Economies

Income Tax 
Reporting
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Cash Flow Statements

ASC 830 FOREIGN CURRENCY REPORTING

Complete each entity’s cash flow in its functional currency

Translate to reporting currency 

Prove ‘effect of exchange rate changes on cash’
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 Translate 
foreign 
entity’s cash 
flow

 Prove effect 
of exchange 
rate change 
on cash

 Each entity cash flow is completed in its 
functional currency

 Cash flow activity is then translated at the 
average rate into the reporting currency

EXERCISE

Cash Flow Statements

ASC 830 FOREIGN CURRENCY REPORTING

FX Rates – EURO to USD

1/1/2018 1.200

12/31/2018 1.1602

Average 1.1801
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Cash Flow Translation

ASC 830 FOREIGN CURRENCY REPORTING

Net Loss EURO RATE USD
6,658         1.1801    7,857          

Adjustments to reconcile net loss to cash used in operating activities:
Depreciation and amortization 54               1.1801    64                
Stock-based compensation 98               1.1801    116             
Provision for bed debt 259             1.1801    306             
Loss on foreign currency transactions 100             1.1801    118             

Changes in operating assets/liabilities:
(Increase) in accounts receivable (6,533)       1.1801    (7,710)        
Decrease in prepaid expenses and other current assets 460             1.1801    543             
Increase in accounts payable 3,605         1.1801    4,254          
(Decrease) in accrued expenses (431)           1.1801    (509)            

Net cash provided by operating activities 4,270         5,039          

Investing activities:
Purchases of equipment 378             1.1801    447             

Net cash provided by investing activities 378             447             

Effect of exchange rates on cash

Net increase (decrease) in cash and cash equivalents 4,648         5,486          

Cash and cash equivalents, beginning of period 5,322         1.2000    6,387          
Cash and cash equivalents, end of period 9,970         11,873       

Cash per Balance Sheet 11,568       
difference 305             
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Effect of Exchange Rate Change on Cash

ASC 830 FOREIGN CURRENCY REPORTING

Beg Cash (Euro) € 5,322

Beginning F/X rate 1.2000

Ending F/X rate 1.1602 (0.0398)  

(212)$     

Cash Change (Euro) € 4,648

Average F/X rate 1.1801

Ending F/X rate 1.1602 (0.0199)  

(93)$      

Effect of exchange rate change on cash (305)$     

Effect of exchange rate change per Cash Flow (305)$     
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Highly Inflationary Economies

 Analysis is performed once an 
entity is determined to have a 
functional currency that is the 
local currency.

 Economy having cumulative 
inflation of approximately 100% 
or more over a three-year 
period. 

 FASB notes that the trend of 
inflation might be as important 
as the absolute rate.

 FASB publishes a list of 
respective entities

 ASC 830 – “The financial 
statements of a foreign entity 
in a highly inflationary economy 
shall be remeasured as if the 
functional currency were the 
reporting currency.”

ASC 830 FOREIGN CURRENCY REPORTING
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Income Tax Reporting

 ASC 830 includes a subtopic that 
addresses specific income tax 
considerations with reference to 
ASC 740, Income Taxes

 Changes in functional currency, 
price-level changes, an entity’s 
functional currency is not its 
local currency

 Taxes returns are generally 
prepared in local currency and, 
as such, tax basis is also 
established in local currency

 Reporting considerations 
become a factor when 
addressing change in book basis, 
which may trigger changes in 
deferred tax assets and 
liabilities

ASC 830 FOREIGN CURRENCY REPORTING
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Framework for ASC 830

ASC 830 FOREIGN CURRENCY REPORTING

Define your company’s entities

Determine the functional currency by entity

Measure/remeasure foreign currency transactions

Translate into the reporting currency 

Determine when to release CTA
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Questions?

ASC 830 FOREIGN CURRENCY REPORTING


