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January 18, 2016 

 
Submitted electronically via www.ifrs.org  

IFRS Interpretations Committee 
30 Cannon Street 
London EC4M 6XH 
United Kingdom 
 

Dear Sirs, 
 
Re: Draft IFRIC Interpretation – Foreign Currency Transactions and Advance Consideration (DI/2015/2) 

 
This letter is the response of the Canadian Accounting Standards Board (AcSB) to the International 
Accounting Standards Board’s IFRS Interpretations Committee draft IFRIC Interpretation, “Foreign 
Currency Transactions and Advance Consideration”, issued in October 2015. 

The AcSB is Canada’s national accounting standard-setting body, holding the legal authority to set 
accounting standards in Canada.  Since 2011, the AcSB has operated under the strategy of endorsing and 
then importing IFRS into Canada for application by publicly accountable enterprises, other than pension 
plans.  To date, our policy has been to adopt IFRS as issued by the IASB, without modification (with the 
exception of deferring for a period of time the initial adoption of IFRS by investment and rate-regulated 
entities).  As of January 1, 2015, all such deferrals by the AcSB have ended. The AcSB consists of 
members from a variety of backgrounds, including financial statement users, preparers, auditors and 
academics.  Additional information about the AcSB can be found at www.frascanada.ca. 
In formulating the views expressed in this letter, we discussed the draft Interpretation with the 
practitioner members of our IFRS Discussion Group.1  
  

1  The IFRS Discussion Group consists of members from a variety of backgrounds similar to those of AcSB 
members but with a focus on financial statements prepared in accordance with IFRS.   

                                                 

http://www.ifrs.org/
http://www.frascanada.ca/


AcSB Response to Draft IFRIC Interpretation  January 18, 2016 
Foreign Currency Transactions and Advance Consideration (DI/2015/2) 
  
 
We are in overall agreement with the proposals in the draft Interpretation.  Responses to the questions 
asked in the draft Interpretation are provided in the Appendix to this letter.    
 
We would be pleased to elaborate on our comments in more detail if you require.  If so, please contact 
me, or, alternatively, Rebecca Villmann, Director, Accounting Standards (+1 416 204-3464 or 
email rvillmann@cpacanada.ca), or Mark Walsh, Principal, Accounting Standards 
(email mwalsh@cpacanada.ca).  
 

Yours truly, 

 

Linda F. Mezon, FCPA, FCA 
CPA (MI) 
Chair, Canadian Accounting Standards Board 
lmezon@cpacanada.ca 
+1 416 204-3490 
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APPENDIX 

Question 1 – Scope 

The draft Interpretation addresses how to determine the date of the transaction for the purpose of 
determining the spot exchange rate used to translate foreign currency transactions on initial 
recognition in accordance with paragraphs 21–22 of IAS 21. Foreign currency transactions that are 
within the scope of the draft Interpretation are described in paragraphs 4–6 of the draft Interpretation. 
 
Do you agree with the scope proposed in the draft Interpretation? If not, what do you propose and 
why? 

1. We agree with the scope proposed in the draft Interpretation for the reasons provided in 
paragraphs BC9-21.  

2. Paragraph 4(c) specifies that the proposed Interpretation applies only when the prepayment asset 
or deferred income liability is non-monetary. Paragraph BC20 of the draft Interpretation notes 
that an advance receipt or payment of consideration typically gives rise to a non-monetary 
prepayment asset or a non-monetary deferred income liability, but that the terms of the 
transaction could result in a prepayment asset or a deferred income liability that is a monetary 
item. There is no discussion on when a monetary item would result and this is also not addressed 
in the examples.  Paragraph 16 of IAS 21 provides guidance on what constitutes monetary items, 
but does not specifically address prepayment assets or deferred income liabilities. Given the scope 
exclusion for monetary items in paragraph 4(c), we think it would be helpful if the final 
Interpretation provides guidance on when a prepayment asset or a deferred income liability 
resulting from an advance receipt or payment would be monetary rather than non-monetary. 
 

Question 2 – Consensus 

The consensus in the draft Interpretation provides guidance on how to determine the date of the 
transaction for the purpose of determining the spot exchange rate used to translate the asset, expense 
or income (or part of it) on initial recognition that relates to, and is recognised on the derecognition of, 
a non-monetary prepayment asset or a non-monetary deferred income liability (see paragraphs 8–11). 
The basis for the consensus is explained in paragraphs BC22–BC33. This includes the Interpretations 
Committee’s consideration of the interaction of the draft Interpretation and the presentation in profit 
or loss of exchange differences arising on monetary items in accordance with paragraphs 28–29 of IAS 
21 (see paragraphs BC32–BC33). 
 
Do you agree with the consensus proposed in the draft Interpretation? If not, why and 
what alternative do you propose? 
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3. We agree with the consensus proposed in the draft Interpretation. As stated in paragraph BC25, 

this reflects that an entity is no longer exposed to foreign exchange risk in respect of the 
transaction to the extent that it has received or paid any advance consideration. It is also 
consistent with the treatment of prepayment assets and deferred income liabilities as non-
monetary items, because such items are not subsequently retranslated in accordance with IAS 21. 
  

4. We also agree that the question of the presentation of exchange differences in profit or loss is not 
relevant to the issue addressed in the draft Interpretation for the reason discussed in paragraph 
BC33. 
 

Question 3 – Transition 

On initial application, entities would apply the proposed Interpretation either: 
  
(a)  retrospectively in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and   

Errors; or 
(b)  prospectively to all foreign currency assets, expenses and income in the scope of the proposed    

Interpretation initially recognised on or after: 
 (i)  the beginning of the reporting period in which an entity first applies the proposed  

Interpretation;   or 
(ii)  the beginning of a prior reporting period presented as comparative  information in the financial      

statements of the reporting period in which an entity first applies the  proposed Interpretation. 
 

Do you agree with the proposed transition requirements? If not, what do you propose and why? 
 
5. While retrospective application provides comparability and is therefore generally preferable, we 

agree that this may be burdensome in a number of cases. We therefore agree that entities should 
have the option to apply the proposals prospectively as provided in Appendix A to the draft 
Interpretation. 
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