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DESCRIPTION 
 
Recording foreign currency transactions in Accounts Receivable (AR) module may 
result in realized exchange gain or loss from foreign exchange transactions. It may 
also result in unrealized gain or loss when foreign currency transactions are revalued 
to be accurately presented in financial statements and in other reports. These multi-
currency transactions may affect the General Ledger Account ID balances. 
  
This Technical Note discusses the AR multi-currency transactions that may result in 

realized or unrealized gain or loss affecting the General Ledger Account ID balances. 
 

SOLUTION 
 
Realized Exchange Gain or Loss Transactions 

 
• Apply Payment 

  
Foreign Exchange Gain/Loss is realized when the exchange rate at the time of 
payment is different from the exchange rate when the AR invoice was recorded. 
 
➢ Apply cash payment to invoice. The invoice exchange rate is different from 

the exchange rate at the time of payment. 
 

Example: An invoice was issued to a Canadian customer for a total of CAD 
1500.00 at an exchange rate of $1:CAD1.50 (or CAD1.50 per $1). Applying 
full payment to the invoice with an exchange rate of $1:CAD1.60 will 
generate the following journal entries: 
 
Cash in Bank           937.50  

Foreign Exchange Gain/Loss          62.50    
Accounts Receivable     1,000.00  

 



 

 

➢ Apply open credit from advance payment. The invoice exchange rate is 
different from the exchange rate at the time the advance payment was 
recorded. 

 
Example: An advance payment of CAD 1500.00 was received from a Canadian 
customer at an exchange rate of $1:CAD1.40. An AR invoice was later issued 
for the same customer for a total of CAD 1500.00 at an exchange rate of 
$1:CAD1.50. Applying payment to the invoice using the full amount of open 
credit from advance payment will generate the following journal entries: 
 
Cash in Bank               1071.43  

Accounts Receivable     1,000.00  
Foreign Exchange Gain/Loss                   71.43    

 
➢ Apply open credit from sales return. The invoice exchange rate is 

different from the sales return invoice exchange rate. 
 

Example: A Canadian customer has returned an item that was invoiced at 
CAD 1500.00 when the exchange rate was at $1:CAD1.55. Another AR 
invoice was later issued for the same customer for a total of CAD 1500.00 at 
an exchange rate of $1:CAD1.50. Applying payment to the invoice using the 
full amount of open credit from the sales return will generate the following 
journal entries: 
 

Accounts Receivable           967.74  
Foreign Exchange Gain/Loss              32.26    

Accounts Receivable     1,000.00 
 

• Adjust (Refund) Open Credit 
  
➢ Refund Open Credit by Cash/Credit Card (in AR). The Open Credit 

exchange rate is different from the exchange rate when the refund by cash or 
credit card is recorded. 

 
Example: A Canadian customer has returned an item that was invoiced at 
CAD 1500.00 when the exchange rate was at $1:CAD1.50. Recording a cash 
refund to the customer when the exchange rate is at $1:CAD1.55 will 
generate the following journal entries: 
 
Accounts Receivable         1000.00  

Cash in Bank         967.74 
Foreign Exchange Gain/Loss               32.26    
 

➢ Refund Open Credit by Check (in AP). The Open Credit exchange rate is 

different from the exchange rate when the refund by check is recorded. 
 

Example: A Canadian customer has returned an item that was invoiced at 
CAD 1500.00 when the exchange rate was at $1:CAD1.50. Recording a check 
refund to the customer when the exchange rate is at $1:CAD1.55 will 
generate the following journal entries: 

 
Accounts Receivable         1000.00  

Miscellaneous Payable (Open Cr Refund)    967.74 
Foreign Exchange Gain/Loss               32.26    

 



 

 

• AR Currency Gain/Loss Report 
 

This report provides information about gains or losses resulting from multi-
currency transactions including payment or refund transactions that result in 
foreign exchange gains or losses. You can use this report to reconcile the AR 
Currency Gain/Loss GL Account ID balance and to evaluate the effects of 
exchange rate fluctuations when recording the Accounts Receivable transactions. 

 
Unrealized Exchange Gain or Loss Transactions 

 
Foreign currency AR invoices must be revalued on specific reporting dates in order 
for the GL Account ID balances to be accurately presented in the financial statements 
and other reports. Using the Accounts Receivable Multi-Currency Revaluation 
function, you may perform multi-currency revaluation that may result in unrealized 
foreign exchange gain or loss.  
 
Note: The Multi-Currency Revaluation function is available only in AccountMate 
for SQL and Express versions. 

 
Refer to the following Technical Notes for the discussion about the multi-currency 
revaluation transactions that may result in unrealized exchange gains or losses and 
the relevant journal entries: 

 
• Article # 1076 (Transactions that Affect AR Multi-Currency Revaluation) 

This Technical Note helps you understand how various AR transactions affect the 
revaluation of multi-currency AR invoices.  

 
• Article # 1058 (Transaction Flow of Journal Entries Generated from Multi-

Currency Revaluation) 
This Technical Note discusses how AccountMate processes the journal entries 

created from Accounts Receivable/Accounts Payable multi-currency revaluation.  
 
 
Understanding how AccountMate recognizes the realized or unrealized gains or losses 
from AR multi-currency transactions may help you evaluate the affected GL Account 
ID balances, particularly the Foreign Exchange Gain or Loss GL Account ID balances. 
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