Issue 

How to properly set up Navision Financials / Attain for multiple currency reporting? 

Requirements 

The Multiple Currencies Granule must be purchased and have Navision Financials Version 2.00 or above. 

Background Information Related to Foreign Currency Reporting 

FASB 52 is the official pronouncement from the Financial Accounting Standards Board related to Foreign Currency Reporting. In FASB 52, the "translation process" is defined as "the process of expressing in the reporting currency of the enterprise those amounts that are denominated or measured in a different currency." 

The translation from one currency (Company's functional currency) to another currency (reporting currency) can be handled through one of two methods defined by FASB 52. These two methods are the Current Method and the Temporal Method. 

The Current Method handles translation as follows: use the current Exchange Rate as of the Financial Statement Date for converting the Balance Sheet Accounts (except for the Equity Accounts, which use Historical Rate); use the average Exchange Rate for the year for converting the Income Statement Accounts (or the specific Rate for the Transaction Date); use the Historical Exchange Rate for Dividends (Rate on Date of Dividend Issuance); and records the difference as a gain/loss under the Equity Section of the Balance Sheet. 

The Temporal Method is more complex to implement. This method requires re-measurement as follows: use the current Rate for Cash, Receivables, and Liabilities; use the appropriate Historical Rates for Fixed Assets, Inventory, and Capital Stock; use the average Rates for Income Statement Accounts (except for Depreciation and Inventory, which are at Historical Rates); and gain/loss on re-measurement reported on the Income Statement. 

The Current Method is the method used most often in reporting for foreign currency transactions. However, in cases where a country's functional currency is in a highly inflationary state (cumulative percentage of over 100% inflation over a 3 year period), use of the Temporal Method is required. 

Click here to view a table that summarizes the differences between the Current and Temporal Methods. 

Navision Financials 2.0 uses the Current Method for translating foreign currency transactions through the utilization of the Periodic Activities | Currency | Adjust Exchange Rates. Also, because Navision Financials allows for Multi-Currency reporting with the Additional Reporting Currency, all of the requirements for the Temporal Method will also be met. By updating the Currencies Exchange Rate Table to the latest Rates, all transactions will be posted using that correct Rate at the Transaction Date, thus applying the Temporal Method initially. If the user wants to update to the latest Exchange Rate, the Periodic Activity can be run to update those Accounts that require updating to the Current Exchange Rate. 

One additional issue deals with Budgeted Amounts using the Additional Reporting Currency. As a generally accepted practice, a Budget is established at the beginning of the year in the Additional Reporting Currency using a projected average Exchange Rate for the year, and will not get adjusted during the year for currency Exchange Rate changes. Therefore, when running the Periodic Activities to Adjust Exchange Rates, the Budget Amounts should not be adjusted. Therefore, a separate Budget will need to be established with amounts already converted to the Additional Reporting Currency. 

Set up instructions for Navision Financials are provided below. 

Resolution 

The following steps would be taken in Navision to properly report transactions in compliance with FASB 52 utilizing the Additional Reporting Currency to accomplish the proper translation to the Reporting Currency. Also, changes forthcoming in future releases are provided below. 

1. Under General Ledger | Setup | General | Currencies, all currencies used by the Company will need to be set up with appropriate Exchange Rate percentages and all required Translation Gain and Loss Accounts discussed in 3. below. There are two Tables, the Currencies Table and the Currency Exchange Rate Table, which will provide all of the required information for the foreign currency set up. 

2. Under G/L | Setup | General Ledger Setup | Reporting tab, one currency can be used as an Additional Reporting Currency in the General Ledger Functional Area. To see the Currency Codes in the Currencies Table, click the Assist Button to the right of the field. If you specify an Additional Reporting Currency in this field, the program will then automatically record amounts in both US dollars and the Additional Reporting Currency on each G/L transaction entry and on some other entries, such as Tax entries. When the program calculates G/L entry amounts in an Additional Reporting Currency, the program uses the information from the Currency Exchange Rate Table to find the relevant Exchange Rate. If you specify that you want the program to record all G/L transactions in an Additional Reporting Currency, all existing transaction entries will be converted to the Additional Reporting Currency at the time of selection and future transactions will be posted in both currencies. 

3. In addition to specifying the Additional Reporting Currency, you will also specify eight Accounts, one in each of the following fields in the Currency table: Realized Gains or Losses Account, Unrealized G/L Gains and Losses Account, Realized G/L Gains or Losses Accounts, and the Residual Gain or Loss Accounts. The Realized Accounts are used when Payments and Receipts are made in foreign currencies and there exists an Exchange Rate Gain or Loss difference for that Payment transaction. These Accounts will also be used when running the Adjust Exchange Rate process under Periodic Activities when adjusting a Foreign Bank Account. The Unrealized Gain and Loss Accounts are used for adjustments related to foreign currency transactions that result in foreign currency translation gains and losses due to fluctuations in Exchange Rate. These Accounts are used when running the Periodic Activity, Currency, Adjust Exchange Rate process for Customer and Vendor balances. (e.g. A/R in another currency may be revalued at the end of the month based on the month-end Exchange Rate. The adjustment is posted to the applicable Unrealized Gain or Loss Account). The Residual Accounts are used when initially translating from the local currency to the Additional Reporting Currency. 

4. The Account Card for each G/L Account includes an Exchange Rate Adjustment option. If this option is set to Adjust Additional Currency Amount, the Periodic Activity to Adjust Exchange Rates will result in an adjustment and update the Additional Reporting Currency amounts to the latest currency Exchange Rates. For most Income Statement Accounts, you would set this to No Adjustment and allow the Exchange Rate on the Transaction Date to control. For most Balance Sheet Accounts, you would set this to "Adjust Additional Currency Amount" so that the system will update the Additional Reporting Currency Balance to the latest Exchange Rate when running the Periodic Activities, Currencies, Adjust Exchange Rates. For some Equity Accounts in the Balance Sheet, you would select the Exchange Rate Adjustment option of "No Adjustment". In this way, the system will reflect the originally converted amount based on the currency Exchange Rate used during the posting of the original transaction. Any differences due to foreign currency gains and losses will be posted to the Realized G/L Gain or Realized G/L Loss Account. This periodic activity can be run on any Date to update the Additional Reporting currency amounts to the current Exchange Rate. 

5. In order to report using Additional Reporting Currency for Budget numbers, the user will need to set up an additional Budget and enter the amounts as amounts in the Additional Reporting Currency. This will be a separate Budget from the regular Budget and Actual amounts will be in the Additional Reporting Currency. 

6. In Version 2.01, a modification has been provided to allow use of the Additional Reporting Currency in selected General Ledger Reports. The modification will provide a check box on the Request Form for each report that will elect to use the Additional Reporting Currency rather than the Local Currency. In addition, because some reports reference Budget comparisons, an option will be available to select the Budget that is set up with the Additional Reporting Currency amounts. 

7. To facilitate setting the Additional Reporting Currency for budgeted amounts, Navision has an option from the Budget Window to Copy Budget. To copy the Budget, you will select Functions/Copy Budget. To facilitate setting up a Budget for the Additional Reporting Currency, in Version 2.01, the Copy Budget has a factor option, which will allow the user to copy the Functional Currency Budget to the Foreign Reporting Currency Budget and adjust the amounts for the projected currency Exchange Rate assumed when the Budget is established. 

Additional Resource 

Refer to KB Article 858078 - What are the requirements for using Navision Financials Consolidation functionality when dealing with foreign currency Company Consolidations?

This article was TechKnowledge Document ID: 28473
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	•
	Microsoft Business Solutions–Navision 3.70

	•
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	•
	Navision Attain 3.10
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	•
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