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Introduction 

1. This paper contains the following papers submitted to the IASB by the Korea 

Accounting Standards Board (KASB) in respect of its work on foreign currency 

translation: 

(a) Agenda Proposal for Foreign Currency Accounting: The Amendment to 

IAS 21 The Effects of Changes in Foreign Exchange Rates is in Appendix 

A of this paper and discussed in Agenda Paper 8A(a); 

(b) The Summary from the KASB’s Research Report on Foreign Currency 

Accounting is in Appendix B and discussed in Agenda Papers 8A(b) and 

(c)1; and 

(c) Supplementary Document: Discussion on the nature of foreign currency 

translation in terms of measurement on the level of Conceptual Framework 

is in Appendix C and discussed in Agenda Paper 8A(b). 

2. These papers are provided for reference only.    

 

  

                                                 
1 The KASB’s full Research Report is 85 pages long and has not been reproduced here.  
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APPENDIX A 

The KASB’s Agenda Proposal for Foreign Currency Accounting  

The Amendment to IAS 21 The Effects of Changes in Foreign Exchange Rates  

  



 

 

 
2 December 2011 
 
 
Mr. Hans Hoogervorst, Chairman 
International Accounting Standards Board 
30 Cannon Street, London EC4M 6XH 
United Kingdom 
 
 
Dear Mr. Hoogervorst, 
 

Agenda Proposal for Foreign Currency Accounting: 
The Amendment to IAS 21, The Effects of Changes in Foreign Exchange Rates 

 
On behalf of the Korea Accounting Standards Board (KASB), I would like to express my 
heartfelt gratitude for your sincere interest in the issues of each country and your constant 
efforts to make IFRSs a set of high quality global standards.  
 
The KASB would like to request the IASB to adopt foreign currency accounting as an official 
post-2011 agenda.  
 
Foreign currency accounting is a matter of great importance to emerging economies including 
Korea, and many entities have continuously raised concerns that the current accounting 
standard related to foreign currency translation (IAS 21) does not reflect the true economic 
substance when the foreign exchange rates become highly volatile in times of financial crises. 
 
The KASB has thus conducted “Foreign Currency Accounting Project” since 2010 to address 
the issues raised by entities and has reached a conclusion that some parts of current IAS 21 
need amendment. The Agenda Proposal for the Amendment to IAS 21 enclosed herein 
proposes narrow-scope amendment to IAS 21. The following is an overview of our Proposal:  
 

IAS 21 can be improved by providing guidance for rare circumstances. Current 
requirement of translating foreign currency monetary items at the closing rate 
(paragraph 23 of IAS 21) should address rare circumstances, in which an alternative 
rate to the closing rate should be required or permitted. It is appropriate to use the 
closing rate as far as the closing rate reflects the market’s best estimate of future events 
that affect the currency, considering an analogy to paragraph BCZ47 of the Basis for 
Conclusions on IAS 36 Impairment of Assets. 
 
However, in our view, using the closing rate in rare circumstances would not be 
appropriate since the closing rate does not reflect the market’s best estimate of future 
events in such circumstances. Rare circumstances are the cases where all of the 
following conditions are met: i) Foreign exchange market classified as a “thin market”, 
ii) Significant exchange rate fluctuation due to exceptional and temporary external 
shocks such as financial crises, and iii) Long-term foreign currency items. 



 

 

 
We would appreciate your taking into special consideration our proposal during the 
deliberation on new agendas in accordance with the due process of “Request for Views: 2011 
Agenda Consultation” recently published by the IASB.
 
For your reference, we have attached as Appendix to this letter our comprehensive review of 
IAS 21 (please refer to the separate document with the title of “Appendix − A Research 
Report on Foreign Currency Accounting”), based on our “Foreign Currency Accounting 
Project,” in particular, areas that require long-term reviews. For example, the comprehensive 
review covers the objective of foreign currency translation.  
 
We sincerely hope you would add foreign currency accounting to the IASB’s future agendas. 
 
Please do not hesitate to contact us if you have any inquiries regarding our proposal. You 
may direct your inquiries either to me (suklim@kasb.or.kr) or to Mr. Jae-Ho Kim 
(jhkim@kasb.or.kr), Senior Technical Manager of KASB. 
 
Yours sincerely, 

 
Mr. Suk-Sig (Steve) Lim 
Chairman, Korea Accounting Standards Board 
 
 
 
Cc: Sungsoo Kwon, Senior Director of Research Department 
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Discussion on the nature of foreign currency translation in terms of 

measurement on the level of Conceptual Framework  
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