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The Euro

&

Database Conversion

What does it Mean For Your Organisation?
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Euro Facts

11 member countries of the EU have agreed to use a common currency – the Euro – from 1st Jan 2002.  This involves the abolition of each countries national currency unit (NCU) and the full adoption of the Euro.

To facilitate the smooth changeover to the Euro, a 3-year transition period began on the 1st Jan 1999.  The effective exchange rates between the member countries were fixed with the introduction of conversion factors between each NCU and the Euro.  The Euro is a traded currency like any other and as such has floating exchange rates with respect to non-member countries i.e. there is no US Dollar to French Franc rate only USD Dollar to Euro

On the 1st of Jan 2002 the Euro notes and coins will become legal tender and within a maximum of 6 months all NCU notes and coins will be withdrawn.

The countries and conversion factors are:

Country
NCU
Euro Conversion Factor

Austrian Schilling
ATS
13.760300

Belgian Franc
BEF
40.339900

German Mark
DEM
1.955830

Spanish Peseta
ESP
166.386000

Finnish Mark
FIM
5.945730

French Franc
FRF
6.559570

Irish Punt
IEP
.787564

Italian Lira
ITL
1936.270000

Luxembourg Franc
LUF
40.339900

Dutch Guilder
NLG
2.203710

Portuguese Escudo
PTE
200.482000

Other countries are expected to join which may lead to other transition periods for these countries such as the UK, Greece, Denmark, along with the proposed Eastern Block countries.

During the transition phase all currency conversions between member countries, or conversions between member and non-member countries, should done via the Euro.  This process is known as Triangulation.  During this period the Euro exists as a currency and is valid for use for cashless transactions worldwide e.g. cheques, credit card.  

All businesses and legal entities within member countries must convert any base/reporting values expressed in NCU’s within their computer databases to Euro’s by the end of the transition period.  Exchange rates on databases may need to be recalculated to express the new relationship between the transaction currency and the Euro.

Base / reporting values are the values that are used to generate the financial statements of an organisation for internal use and regulatory reporting e.g. audited accounts, payroll, VAT, Intrastat, price lists, standard costs etc.

From 1st Jan 2002, the only values on a database that may be expressed in NCU’s are transaction values generated prior to 1st Jan 2002.  NCU’s do not exist from this date and may not be used thereafter.

· Transition period for current member countries began 1st January, 1999

· Euro becomes a currency in its own right for cashless transactions

· Fixed Conversion Factors between member NCU’s and the Euro

· Transition period for current member countries ends 31st December 2001

· Base/reporting values on databases need to be converted by this date

· After 31st Dec. 2001, amounts still expressed in NCU shall be deemed to be expressed in Euro’s converted at the official rates

· From 1st Jan. 2002, Euro notes and coin will be introduced and all NCU notes and coins to be withdrawn, at the latest, by 1st July 2002.

· Database conversion affects the entire business:

· Finance - Past and Present

· Sales 

· Standard Costs – Unit of Measure

· Pricing - Profit Margins etc

· Purchasing

· User Familiarity

· Payroll – labour rates

· Auditors

· Interfaces to other systems

· Regulatory reporting

 Points to Consider

General

· Is your country ready?

· Can you convert sooner rather than at the last minute?

· Specific rounding requirements e.g. calculating VAT

· Is there a Euro manager in your company?

· Do you have a project team in place?

· Are your staff aware of the impact of the euro? Are they able to deal with it?

· Sales / telesales, purchasing, finance etc.

· What is the scope of the conversion within your company?

· Where are your base / reporting values and associated exchange rates? – how many different databases do you have? 

· How much historical data do you want to convert?

· Most application packages will not function correctly where base/reporting values are in mixed currencies.

· Are you acquiring another company or being taken over?  

· Are your systems compatible?

· Having your database converted may affect the price you pay or the valuation of your company.

· Are any Government grants or assistance available?

· There will be significant costs and resources involved.

· How many applications do you use? Is there a conversion upgrade / solution  available for each one?

· Have you modified or enhanced your application?

· Do you have in-house systems?

· Does your NCU use at least 2 decimal places?

· Your database and applications will require 2 decimals in order to use the Euro

· Any new product announcements / Sales Campaigns?

· Consider pricing in Euro now 

· Sales brochures printed in NCU and Euro

· You may need to have the facility to convert back to your NCU from Euro

· Your country may decide to leave the EMU, necessitating a return to NCU

· Are you working with multi-company databases?

· Some companies base / reporting currency may not be member NCU and not require conversion.

You may need to convert different companies at different times.

Financial Issues

· Will you need to re evaluate your pricing structures?

· Profit margins, discount structures, standard costs.

· Conversion of low value items, such as standard costs, may introduce large percentage swings e.g. 50 ITL Lira converts to .03 Euro which converts back to 58 Lira – a 16% swing 

· Re-calculation of previously submitted regulatory documents

· VAT, Intrastat returns

· Materiality threshold

· What type of variances will be tolerated / acceptable?

· Reconciliation plans

· How will the conversion be verified and variances dealt with? 

· Fixed assets

· Depreciation calculations

· Are your suppliers / customers able to use the Euro

· They can transact in NCU’s until 31st Dec 2001.

· Purchasing / sales contracts expressed in NCU’s will not be valid post 31st Dec 2001

· When can you convert your bank accounts?

· When will your bankers have facilities in place?

· What do your auditors say?

· Country specific requirements

· After conversion will your credit limits still be valid?

· Credit limit checking may require adjustment

· Payroll

· Labour rates will change to Euro – does that affect employee remuneration, they may be happy to accept a net increase due to rounding but not a net decrease!

· Bonus structures e.g. a bonus calculated at .5 NLG per item processed 

· Payroll interface to ledgers

· When can you convert? 

· Very few calendar month ends fall on weekends during 2000 & 2001.

· How is your fiscal year structured?

· Finance need to be able to reconcile the conversion process

· Normal period / year end tasks still need to be done

· The business may need to have live systems during bank holidays etc.

· Possible business / factory shutdowns / annual holidays

· The live conversion of databases and reconcilliation will take 3 to 4 days? Will your business be prepared for any delays in financial reporting or a possible shorter reporting period?

· An accessible copy of the pre-converted databases will be required for some time post-conversion for reconciliation and inquiry purposes.

· Electronic Interfaces

· Do you send / receive data between data centers within your organisation?

· EDI

· Payroll Bureau

Regulatory 

Human Resources Issues

· Euro conversion team

· IT staff – to do database conversion

· Finance staff – to reconcile data

· Senior management – to give go ahead to project

· Representatives from all areas of the business – to discuss impact

· External consultants and or project managers may be required

· All employees will require some degree of training on the impact of the Euro

· Application testing will be required 

Hardware Issues

· Do your PC’s and Printers support the Euro symbol?

· Upgrades may be required and can be actioned now

· Does your AS/400 and attached printers support the euro symbol?

· PTF’s are available and can be actioned now

· Consider CCSID’s

· Are your Point of Sales systems euro ready? 

· Is there sufficient DASD available for duplicate copies of your databases?

· You may need 3 databases – 1 live euro, 1 test euro, 1 pre conversion NCU

· Is there a separate AS/400 available for

· Test conversions?

· Application testing?

· Are you planning to upgrade your AS/400? 

· If so, consider doing so prior to conversion project – you may need all the performance you can get in order to perform the conversion in the time allocated by the business.

Software Issues

· Are you planning an upgrade to a new version of your application software? Will it be finished in time to do a conversion before 31/12/2001?

· Do your applications have database conversion utilities available from the vendors?

· Can you rely on these utilities being supplied?

· Do they work?

· Can they convert any modifications to the database?

· Modifications to databases / In-house databases

· A conversion program will be required for every file that contains base / reporting values and associated exchange rates.

· There can easily be more than 1,000 files contained in a company’s AS/400 based databases that contain values / exchange rates that need to be converted.

· Do you have multi-company applications / databases?

· You may need to convert a subset of companies or to convert companies at different times.

· Can your application and related databases support decimal places? 

· The euro will introduce decimals in member countries such as Portugal and Italy.

· Do your applications perform specific rounding calculations based on your current NCU and country requirements?

· Always round up for VAT in Italy.

· Do you have any hard coded value tests and currency symbols within your applications or modifications?

· Generally multi-currency application software should not be affected by a change in base / reporting currency e.g. no code changes required

· What is your data integrity like?  Is it often corrected by the use of DFU or SQL?

· Data problems will become apparent during reconciliation and should be resolved prior to live conversion so as not to affect the reconciliation period.

· Query / Reporting tools

· Hard coded currency codes / symbols

· Value tests

· Exchange rates used in calculations

· Will conversion to the Euro affect any extracts to PC’s?

· Spreadsheets can be used extensively and there may be a need to check calculations

· Currency codes / symbols

· Value tests 

· Do you know how to configure your environment to reflect the change in base currency?
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