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The impact of changes in foreign currency exchange rates on the financial
statement translation in oil companies operating in partnership with the
National Oil Corporation

Sadun Moftah Mohamed Daw Sonda Wali
PhD student Professor
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University of Sfax. Tunisia University of Sfax. Tunisia
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Abstract:

This study aimed to identify the impact of the changes on the translation of financial statements,
and the extent of application of International Accounting Standard No. (IAS 21) “relating to
changes in foreign exchange rates”. To achieve the objectives of the study, a controlled scientific
questionnaire was distributed to the study population, represented by oil companies operating
in partnership with the Libyan National Oil Corporation. To analyze the data, statistical analysis
software (SPSS) used. The study achieved several results, the most important of which are: that
changes in exchange rates affect the translation of financial statements, and their arithmetic
average was (3.60), and that companies apply International Accounting Standard No. (IAS 21),
and their arithmetic average was (3.47). Also, the companies follow a fixed rule for translating
financial statements from year to year according to the requirements of the financial market, an
allowance for the decline in foreign exchange rates is formed as a result of the translation of the
financial statements, as a precaution for expected losses resulting from exchange rate changes,
as companies are obligated to disclose the value of the exchange differences included in the net
profit or loss, which indicates the company’s commitment to disclosure in accordance with
International Accounting Standard No. (IAS 21). Among the most important recommendations
of the study: that all exchange differences be recognized in the same period when there are
differences between the date of the transaction and the date of payment, because companies
will pay an amount less or more than recognized in the first registration at the date of concluding
the contract, and that the companies disclose the existence of foreign currency risks in order to
be prepared for these risks.

Keywords: Exchange rate, foreign currency, translation of financial statements, International
Accounting Standard No. (IAS 21).
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