
 

The Accounting Standard No. (4) 

The Accounting of Change Effect in Foreign Currency Price

The Introduction: 
1. This standard deals with the accounting treatment of that dealings 

which be held by foreign currency and translate the financial 
statements for dealings executed in foreign currency to local 
currency, in order to incorporate it in a united report in local 
currency within the financial statements of the unit. 

Definitions: 
2. Definitions means the following meanings: 

a. The local currency Iraqi dinar. 
b. The foreign currency any currency except Iraqi dinar. 
c. The closing price:- It is the exchange price in determined 

day to exchange foreign currency at that day. 
e. Independent price:- It is the exchange price approved in 

 determined date to exchange two currencies in future. 
'-' 

       f. The headquarter:- It is the company that prepares its 
financial reports in local currency and has one foreign 

 activity or more. . 

g. The foreign activity:- It is the subsequent or colleague company 
or the combined projects or branch which its works and its 
administrations be not in the mother country but in another, 
notifying, these activities are considered as foreign unit or 
may be not, as the following: 
First: The foreign unit: It is the foreign activities that 

are not considered a complementary part of 
headquarters activity. 

Second: The net investment in foreign unit: It is share of 
headquarter from net assets of subsequent or 
colleague companies or the combined projects. 

.. 
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h. Loan in foreign currency: It is a loan due to pays in 

 foreign currency with disregard the currency or the way in 
 '" 
 which the loan is received. 
1. Long-term items:- It is the assets or the liabilities in foreign 

currency which the conciliation is not expected during one 
year from budget date. 

Accounting the Executive Dealings in Foreign Currency: 
3. The resulted dealings in foreign currency is recorded in the 

financial statement of unit in current price at the date of its 
happened or price approximate the actual price when it is n10re 
actual. 

4. When the expense price is changed between the date of 
dealing (loan or activity) and the date of settlen1ent or conciliate 
any financial items that related with it, resulting transfer 
difference which is treated as profit or loss if the settlement or 
conciliation happened during the accounting period in which the 
dealing was done except what is mentioned in paragraph (6-B). 

5. When the price difference is resulted from decrease or great 
depression in currency prices, the cost n1ay be adjusted that 
the assets are recorded in it, provided that, the replacement 
cost or the value which can be returned by using or selling the 
principles. 
-the one is lower-. 

Translate the Statements of Foreign Transaction: 
6. It should be observed by the following procedures in 

translating the financial statements of external processes to 
incorporate with the unified financial statements: 
a. Translating the assets . and the current or non-current 

liabilities or the cash or non-cash by using the closing price. 
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b. The difference resulted from translating investment net in the 
foreign unit at the end of period is taken in a price differs 
from the price that it \vas recorded previously from and to 
shareholders rights. 

c. The items of dealings account are translated either according to 
the closing price or according to the current price at the 
beginning at the dealing or any approximate price to it, and 
the differences that are resulted from translating these items
can be taken in prices differ from closing prices and the 
budget items according to the closing prices, either to capital 
reserves or to income. 

d. Any other transfer differences are resulted from other 
differences in the ownership right are considered one of 
shareholders rights. 

e. The financial statements of foreign activities are translated 
complementary to the headquarters dealings according to the 
following: 
First: The standard 6-a is applied to translate the assets 

and liabilities except the financial items in future 
contract to transfer these currency which transferred 
according to closing price (if can be measuring the 
profits and losses of future contract in independent 
way). Or the current price at the time of future 
contract (after adjusting it in any discount. or 
mortised promotion upon the contract. 

Second Translating the non-financial items that are recorded 
according to previous events (like the historical 
cost) in the current prices at the time of dealing. 

Third: Translating the non-monetary items that re 
 evaluated in the current price when returning the 
 .evaluation of these items. 

Fourth: Translating the items of income disclosure in 
 transfer current prices at the time of dealing. If 
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the dealings are varied and it is arise during along 
period of time so it, can be use the average of current 
transfer prices during the period to reach about the 
actual price. 

The Disclosure 
7. It should be disclosed about the post pond accumulated value 

that will be added or subtracted from the profits that are resulted 
from the differences of transfer prices in the longtern1 financial 
items, which be as a result of translating the statements of 
external branches. 

8. It should be disclosed about the differences of transfer prices if they 
added to the cost of specific asset, as mentioned in the paragraph 
No (5) of this standard. 

9. It should be disclosed about the following which concern with 
integrate the financial statements of external dealings: 
a. Methods and the used prices. 
b. Net of recorded differences of transfer prices within 

 shareholder rights. 
c. Net of recorded transfer differences within profits and 

 losses. 

10. Final Provisions: 
 The international accounting standard is represented a guide 

except what is mentioned above. 

11. Application: 
This standard applied and become a valid on the financial 
statements which prepared in periods begin at 1/1/1993. 
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