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3. Gains and losses attributable to foreign currency transactions that hedge identifiable
foreign currency commitments are to be deferred and included in the measurement of the
basis of the related foreign transactions.

After all financial statements have been converted into the functional currency, the
functional currency statements are then translated into reporting currency, with
translation gains and losses flowing directly into the parent's foreign exchange equity

account.

Source: Lee Radebaugh, Sidney J. Gray, "International Accounting and Multinational Enterprises”, John
Wiley & Sons Inc., 3rd Edition, p.348
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