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Dear Mr Upton 

Draft IFRIC Interpretation 2015/2 – Foreign Currenc y Transactions and Advance Consideration 

Deloitte Touche Tohmatsu Limited is pleased to respond to the IFRS Interpretations Committee’s (‘the 
Committee’s’) draft IFRIC Interpretation Foreign Currency Transactions and Advance Consideration (‘the 
draft Interpretation’). 

We welcome the Committee’s initiative in addressing an issue that affects a wide range of transactions 
and agree with the Committee’s consensus on the application of a “one-transaction approach” and that 
the scope of the draft Interpretation should be broad. 

We recommend, however, that the scope of draft Interpretation be clarified in respect of: 

• the transactions that are intended to be excluded due to a requirement to recognise the related asset, 
expense or income at the fair value of consideration given measured at a date other than the date of 
initial recognition of a prepayment or deferred income liability; and 

• whether a refundable foreign currency deposit would be outside the scope of the draft Interpretation. 

Our detailed responses to the questions in the invitation to comment are included in the Appendix to this 
letter. 

If you have any questions concerning our comments, please contact Veronica Poole in London at +44 (0) 
20 7007 0884. 
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Yours sincerely 

 

Veronica Poole 
Global IFRS Leader  
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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? 

We agree that, as an interpretation of IAS 21, the scope of the draft Interpretation should be broad 
(including, for example, asset purchases as well as sale of goods and services). However, we are 
concerned that the details of the scope are currently unclear in a number of respects. 

• No explanation is provided of which transactions are intended to be excluded by proposed paragraph 
5(b). Without such an explanation, we are concerned that divergent practice could arise due to 
differing views on which (if any) standards require recognition at “the fair value of the consideration 
given or received if that consideration is measured in the foreign currency at a date other than the 
date of initial recognition of the related prepayment asset or deferred income.” As such, we 
recommend that this paragraph be explained more fully by addition of an example to the draft 
Interpretation. 

• Paragraph 4(c) includes within the scope of the interpretation those prepayment assets or deferred 
income liabilities that are non-monetary.  Further, paragraph BC20 of the Basis for Conclusions on 
the draft Interpretation states that “the terms of the transaction could be such that the advance 
consideration gives rise to a prepayment asset or a deferred income liability that is a foreign currency-
denominated monetary item”, but no further explanation is included of what those terms might be. At 
a minimum, we believe that it would be helpful to state in the body of the Interpretation whether a 
refundable (at the option of one or both of the parties to the contract) foreign currency prepayment is, 
or is not, within the scope of the draft Interpretation. 

 
As points of detail, we also recommend that: 
• proposed paragraph 6 be amended to state that the draft Interpretation does not apply (as opposed 

to “not required to apply”) to insurance contracts and income taxes, as we do not believe that an 
implication that there is a choice of measurement of these items would be helpful; and 

• references to “a non-monetary prepayment or deferred income”, would be preferable to “a non-
monetary prepayment asset or a non-monetary deferred income liability” as such balances are not 
described as ‘assets’ or ‘liabilities’ in the Conceptual Framework for Financial Reporting or elsewhere 
in IFRSs. 

 
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 
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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? 

We agree with the consensus on use of a ‘one-transaction approach’ for the reasons set out in paragraph 
BC25 of the Basis for Conclusions on the draft Interpretation. 

We recommend, however, the following editorial changes to Illustrative Example 4 accompanying the 
draft Interpretation to avoid any unintended implication that it includes an interpretation of the 
requirements of IFRS 15 Revenue from Contracts with Customers. 

• Amending proposed paragraph IE15 (immediately preceding subparagraphs (a) to (c) to read 
“…Entity D exercises its judgement in applying IFRS 15 and determines that…” 

• Amending the dates included such that the delivery of the second product does not coincide with the 
receipt of cash allocated to the first product. As currently drafted, the example could be interpreted as 
meaning that receipt of cash is dependent upon delivery of the second product (and, therefore, that 
Entity D’s entitlement to the consideration is, as discussed in paragraph 51 of IFRS 15, contingent on 
the occurrence or non-occurrence of a future event).  

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? 

We agree that, as stated in paragraph BC34 of the Basis for Conclusions on the draft Interpretation, full 
retrospective application may be burdensome. We note, however, that application of the prospective 
approach proposed in the draft Interpretation could also be complex (particularly if a single non-monetary 
prepayment or deferred income liability gives rise to one or more assets, expenses or income recognised 
before the date specified in proposed paragraph A2(b)(i) or (ii) and also one or more recognised after that 
date). 

For that reason, we recommend that entities be permitted to apply the requirements of the draft 
Interpretation only to items for which the payment or receipt of foreign currency cash occurs after a fixed 
date (for first-time adopters of IFRSs, the date of transition). 

If the Board decides to retain the proposed transition requirements, we recommend that paragraph A3(b) 
be amended to clarify that this will result in measurement of assets, expenses and income using the 
exchange rate as of the date specified in paragraph A2(b). 


