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Incorporation
Incorporation is a formal process used in the formation of a company or a corporate entity.  An organization's structure is of great importance to running operations and achieving a company's goals (Lee & Kang, 2019). Several considerations, such as whether the business entity will be involved in international trade, are made during the incorporation process (Guillen-Cuevas et al., 2018).  Incorporation is also of great importance to the prospective client since it bolsters credibility, attracting even more new customers.
Foreign exchange rates have a significant impact on a company's financial statement that is involved with foreign exchange transactions. These transactions usually involve the purchasing and selling of foreign currency (Shamsudin, 2017).  Various economic theories support that consistent changes in foreign exchange rates have a significant direct impact that causes a shift in stock prices. This is mainly evident amongst multinational companies and import and export firms. The effect of exchange on such components of the financial statement calls for special treatment of these variables when making financial statements (Robinson, 2020). Therefore, a business entity is expected to follow the guidelines of the international accounting standards (IAS 21) on how to treat and translate its financial statement into a presentation currency.
Also, the foreign exchange rate poses a threat to the operation of a given company. These threats are the risk taken when doing an international transaction or if a given entity keeps its financial statement in a different currency from where it is headquartered (Gebska, 2020). This risk also affects both the existing and prospective investors of a company since they significantly affect the company's dividends and share prices. This risk can be subdivided into transaction risk, economic risk, and translation risk. Translation risks are the risk encountered by a company that conducting business outside the country it is headquartered but denotes its financial performance in the domestic currency. Economic risk is the forecast risk that affects the company's market value due to fluctuations in exchange rates (Alagidele & Ibrahim, 2017). On the other hand, transaction risk is the risk encountered by a company that makes the international financial transaction caused by time delay.
Companies that trade in foreign currency are usually required to translate the currencies to their jurisdiction (Natalie, 2017). The companies should follow a given consistent translation method as per the international accounting standards to ensure an accurate reflection of the prevailing economic circumstances. The current / non-current and the monetary-nonmonetary translation are the two main methods used. The current / non-current method converts the values of current assets and liabilities using the prevailing exchange rate as per the date of the balance sheet. On the other hand, non-current liabilities and assets are converted using the historical rates (Chen & Zhao, 2019). The monetary-nonmonetary method is employed when a foreign subsidiary is significantly integrated with its mother company. It aims at representing the translated amount as export from the mother company.
 The functional currency is an important determinant of the method employed to translate financial statements (Fernandez et al., 2020). This currency is the main means of payment to the company and is mostly the headquarter nation's currency.
A hypothetical example showing the translation process using the two methods 
Suppose that Bissvent limited is a European subsidiary of the United States company.
The current / non-current
 Consider the balance sheet below taking the historical exchange rates as €1= $1.20 and the current rate as €1=$ 1.15
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The Monetary-Nonmonetary Method
In this case, the balance sheet is prepared using the monetary-nonmonetary method
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Liabilities | Value | Value |  Assets Value | Value
(in€ | (in$) (in€ | (in$)

Sundry Creditors | 1,000 | 1,150 | CashinHand | 500 | 575

(Current rate) (Current rate)

Long-term Debt | 10,000 | 12,000 | Sundry Debtors | 1,500 | 1,725

(Historical rate) (Current rate)

Capital 50,000 | 60,000 | Buildings 59,000 | 70,800

(Historical rate) (Historical rate)
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