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Overview	&	Requirements

The concept of parallel valuation of inventory applicable mainly for Multi National
Companies, where the parent company located let’s say in US and reporting company
located let’s say in Sri Lanka, Here the group currency is USD and company code
currency is LKR (Srilanka Rupees)

In this case the Sri Lankan Company will prepare the financial in LKR and then later on
for submitting the final Trial Balance to parent company in US the entire GL Accounts
data derived in group currency i.e. USD and then shared with US company,

Here an Auditor has found the GAP in the process of reporting the inventory and
consumption data to US company in USD by the Srilanka Company.

In the next slide we will understand the GAP in detail with the help of an example;

Continued….
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Overview	&	Requirements

Computation	of	Group	currency	(USD)	value	in	current	process
Dates Transaction Qty Amt.(LKR) Rate(LKR)	 MAP	 Amt.(USD)	 Remark	

31/10/12Opening 10.00	 1,000.00	 100.00	 100.00	 10.00	

11/01/12Purchase-GR 100.00	 11,000.00	 110.00	 109.09	 110.00	
Amount	in	

LKR/Applicable	
Exchange	rate	

11/01/12Goods	Issue (15.00) (1,636.36) 109.09	 109.09	 (16.36)

11/05/12Goods	Issue (45.00) (4,909.09) 109.09	 109.09	 (44.63)

11/10/12Goods	Issue (50.00) (5,454.55) 109.09	 109.09	 (45.45)

Balance - - 13.55	

Assumption	for	Exchange	Rate
1	USD 100	LKR 11/01/12
1	USD 110	LKR 11/05/12

1	USD 120	LKR 11/10/12

GAP	as	highlighted	by	auditor:
The	stock	is	fully	consumed	in	LKR	currency	but	in	Group	
currency	i.e.	USD	still	there	is	some	balance	i.e.	13.55	USD

This	is	not	correct	reporting	of	Inventory	balance	in	Group	
Currency	for	financial	reporting	by	Srilanka	Company	in	USD	



1/23/18 Infocost	Solution	Pvt.Ltd.	
Visit	us	@	www.infocost.net

4

Overview	&	Requirements

Assumption	for	Exchange	Rate
1	USD 100	LKR 11/01/12
1	USD 110	LKR 11/05/12

1	USD 120	LKR 11/10/12

GAP	as	addressed	by	Parallel	Valuation:
By	maintaining	the	parallel	valuation	in	LKR	and	USD	at	
material	level	we	can	see	that	the	balance	in	both	the	
currency	is	same	at	any	point	of	time.

Hence	the	GAP	is	addressed	and	financials	in	Group	currency	
will	be	accurate

Computation	of	Group	currency	(USD)	value	in	required	process

Dates Transaction Qty	 Amount(LKR)	 Rate(LKR)	 MAP	 Amount	(USD)	 Rate	(USD)	 MAP	

31-10-12
Opening	
Balance 10.00	 1,000.00	 100.00	 100.00	 10.00	 1.00	 1.00	

11/01/12Purchase-GR 100.00	 11,000.00	 110.00	 109.09	 110.00	 1.10	 1.09	

11/01/12Goods	Issue (15.00) (1,636.36) 109.09	 109.09	 (16.36) 1.09	 1.09	

11/05/12Goods	Issue (45.00) (4,909.09) 109.09	 109.09	 (49.09) 1.09	 1.09	

11/10/12Goods	Issue (50.00) (5,454.55) 109.09	 109.09	 (54.55) 1.09	 1.09	

Balance - - -
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Summary	of	Requirements

1. Enable valuation of inventory from a Group

perspective in USD

2. Enable accounting of various goods movements with

USD prices as per Group valuation in second currency

in Financial Accounting

3. Enable generation of Financial Statements in Group

Currency USD
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Solution	Approach
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Thanks


