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SIC-7 Introduction of the Euro
Effective Date
Periods beginning on or after 1 June 1998

ISSUE
· The Euro became a currency in its own right from 1 January 1999 (the effective start date of Economic and Monetary Union (EMU))
· The Euro and participating national currencies are irrevocably fixed from this date
· The issue is the application of IAS 21 The Effects of Changes in Foreign Exchange Rates to the changeover from the national currencies of participating member states of the European Union to the Euro (‘the changeover’).

EMU is a single market with a common currency.

CONSENSUS
Specific
quantitative
disclosure
· The requirements of IAS 21 regarding the translation of foreign currency transactions and financial statements of foreign operations should be strictly applied to the changeover
· The same rationale applies to the fixing of exchange rates when countries join EMU at later stages.
This means that, in particular:
· Foreign currency transactions
- Continue to be translated into the functional currency at the closing rate
- Any exchange differences are recognised in profit or loss immediately, except that an entity continues to apply its existing accounting policy for exchange gains and losses related to hedges of the currency risk of a forecast
transaction.
· Translation of financial statements of foreign operations
- Cumulative exchange differences relating to the translation of financial statements of foreign operations are recognised in other comprehensive income, and are accumulated in equity
- They are only reclassified from equity to profit or loss on the disposal of the net investment in the foreign operation.
· Translation of liabilities denominated in participating currencies
- Exchange differences resulting from the translation of liabilities denominated in participating currencies are not included in the carrying amount of related assets.

For further information about how BDO can assist you and your organisation, please get in touch with one of our key contacts listed below.
Alternatively, please visit www.bdointernational.com/Services/Audit/IFRS/IFRS Country Leaders where you can find full lists of regional and
country contacts.
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This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication cannot be relied
upon to cover speciﬁc situations and you should not act, or refrain from acting, upon the information contained therein without obtaining speciﬁc professional
advice. Please contact your respective BDO member ﬁrm to discuss these matters in the context of your particular circumstances. Neither BDO IFR Advisory
Limited, Brussels Worldwide Services BVBA, BDO International Limited and/or BDO member ﬁrms, nor their respective partners, employees and/or agents accept
or assume any liability or duty of care for any loss arising from any action taken or not taken by anyone in reliance on the information in this publication or for any
decision based on it.
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