Determination of functional currency

entity

Is the entity an
independent

Yes

No

foreign
operation
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Does the entity operate
with a significant
degree of autonomy

Entity is not an

A\ 4

extention of the foreign
entity

Volume of transactions

™| with the foreign entity

is less

Effect on the cashflows
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of the foreign entity is
less

Cash flows of the
entity is sufficient to
service its obligations
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and does not depend on

the foreign entity

— | Yes

No

Entity is considered as
an extention of the
foreign entity.

Therefore, the
functional currency of
the foreign entity is
considered as the
functional currency of
the entity
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General
criteria

The currency that
influences the sales price

| —

The currency of the
country whose
competitive forces and
regulations mainly
determine the sales
prices of its goods and
services.

The currency that
mainly influences

—¥labour, material and

other costs of providing
goods or services

—n

The currency in which
funds from financing
activities (ie issuing debt
and equity instruments)
are generated.

R

The currency in which
receipts from operating
activities are usually
retained.




