ASC 830 Functional Currency Determination Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before filing: Draft for professional judgment. Tailor it to the entity and to your firm’s methodology, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards. Determine the functional currency of each foreign entity separately and document it before the first consolidation. The determination stays in place until the economic facts change significantly; it is not an election.]
1. Entity and background
	Item
	Entry

	Foreign entity and country
	[Entity] · [Country]

	Parent and ownership
	[Parent] · [%]

	Local currency and reporting currency
	[Currency] · USD

	Nature of operations
	[Sales office / manufacturing / holding company / financing]

	Date of determination and last reassessment
	[MM/DD/YYYY] · [MM/DD/YYYY]



2. Indicators
	Indicator
	Points to the local currency if
	Points to the parent currency (USD) if
	Facts for this entity
	Points to

	Cash flows
	Primarily in the local currency and do not affect parent cash flows
	Directly affect parent cash flows and are available for remittance currently
	[Text]
	[Local / USD]

	Sales price
	Not primarily responsive to exchange rate changes; set by local competition or regulation
	Responsive to exchange rate changes and to worldwide competition
	[Text]
	

	Sales market
	Active local sales market, with the export share small
	Sales are mainly in the parent’s country or contracts are denominated in USD
	[Text]
	

	Expenses
	Costs are primarily local
	Costs are primarily components obtained from the parent’s country
	[Text]
	

	Financing
	Debt and obligations are serviced by local operations in local currency
	Financing is primarily from the parent or in USD, or the parent services the debt
	[Text]
	

	Intercompany transactions and arrangements
	Low volume of intercompany transactions
	High volume; extensive interrelationship with the parent
	[Text]
	



No single indicator governs. Weigh them together. If the indicators are mixed and the functional currency is not obvious, give priority to the cash flow, sales price and expense indicators, and record that priority here: [Text].
3. Conclusion on functional currency
	Item
	Entry

	Functional currency
	[Local currency / USD / third currency]

	Basis
	[Key indicators and weight]

	Approved by
	[Name and title] · [MM/DD/YYYY]



4. Remeasurement or translation
	Functional currency
	Method
	Rates
	Where gains and losses go

	Local currency
	Translation of the foreign-currency statements into USD
	Assets and liabilities at the period-end rate; income and expenses at the rate on the transaction date or a period-weighted average; equity at historical rates
	Cumulative translation adjustment in other comprehensive income

	USD
	Remeasurement of the local books into USD
	Monetary items at the period-end rate; nonmonetary items at historical rates; income at average rates except items tied to nonmonetary balances such as depreciation and cost of sales
	Net income

	Transactions in a currency other than the functional currency
	Remeasure monetary balances to the functional currency each period
	Period-end rate
	Net income as transaction gain or loss



	Rate used
	Source
	Date or period
	Rate

	Period-end
	[Rate source]
	[MM/DD/YYYY]
	[Rate]

	Average for the period
	[Source and averaging method]
	[Period]
	[Rate]

	Historical (equity, nonmonetary items)
	[Source]
	[Dates]
	[Rate]



5. Intercompany balances, CTA and inflation
	Topic
	Question
	Conclusion
	Ref

	Intercompany loans of a long-term-investment nature (settlement not planned or anticipated in the foreseeable future)
	Are gains and losses reported in OCI rather than earnings?
	[Yes / No · balance]
	[Ref]

	Intercompany balances to be settled
	Gains and losses go to net income
	[Balance]
	[Ref]

	Highly inflationary economy
	Has cumulative three-year inflation reached the level that makes the economy highly inflationary under the guidance? If yes, the reporting currency (USD) becomes the functional currency.
	[Yes / No · data source and date]
	[Ref]

	Sale or liquidation of the foreign entity
	Release the related CTA into earnings
	[Not applicable / amount]
	[Ref]

	Income taxes on translation
	Deferred taxes on CTA unless the earnings are indefinitely reinvested
	[Conclusion]
	[Ref]



	CTA rollforward
	Amount (USD)

	Opening CTA
	[Amount]

	Translation adjustment for the year
	[Amount]

	Net investment hedge results, net of tax
	[Amount]

	Closing CTA
	[Amount]



6. Journal entries and disclosure
	Entry
	Account
	Debit (USD)
	Credit (USD)
	Support ref

	1. Record the translation adjustment
	[Net assets / CTA in OCI]
	[Amount]
	[Amount]
	[Ref]

	2. Record remeasurement gain or loss
	[Foreign currency loss / Monetary liability]
	[Amount]
	[Amount]
	[Ref]



1. Aggregate transaction gain or loss in net income: [Amount]
1. Analysis of the change in the CTA balance: [Amounts]
1. Change in functional currency and the reason: [None / text]
Conclusion
[State the functional currency, the method that follows, and the rates applied for the period.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
