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Foreign currency translation within a financial reporting Institute
system is not merely a process of converting foreign- Vol. 1| No. 1| Spring & Summer 2026

(Original Article)

currency amounts into the reporting currency; rather, it is a
matter concerning how economic reality is represented, how www.jftl.illrc.ac.ir
changes in the value of money are recognized, and the effects DOI:

. _ . 10.22034/jft|.2026.2092462.1015
thereof on the rights and interests of stakeholders. This study

was conducted with the aim of analyzing the foundations and
effects of foreign currency translation in light of the
jurisprudence of transactions (figh al-mu dmaldt), and of
assessing its relationship to the requirements of Accounting
Standard No. 16. The research method is analytical-
descriptive, based on a comparative study of accounting
principles and the rules of Imami jurisprudence. Within this

framework, the study first examines the nature of
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foreign currency translation and the distinction between
monetary and non-monetary items, then analyzes the bases
for determining the exchange rate, the recognition of gains
and losses arising from exchange-rate changes, and the
manner in which the effects of foreign operations are
reflected. The findings indicate that considerable capacity
for convergence exists between the logic underlying
Accounting Standard No. 16 and certain foundational
principles of the jurisprudence of transactions—including
truthfulness and transparency in the representation of reality,
the dependence of the ruling on its subject matter, the
authority of rational custom ( urf-e' aqgald 1), and caution in
matters concerning property. Nevertheless, the accounting
recognition of a gain arising from an exchange-rate change
does not necessarily signify the realization of profit in the
economic and juristic sense, and hence does not necessarily
entail the capacity for its appropriation or distribution.
Accordingly, a distinction between "accounting recognition
and measurement" on the one hand and "the realization and
appropriative effects of profit" on the other is essential, in
order to prevent the commingling of principal and yield and
to forestall the inequitable distribution of gains and losses.
The study concludes that Accounting Standard No. 16 may
be regarded as a mechanism for the disciplined
representation of economic reality, with the caveat that the
validity of an accounting figure should not, absent a
determination of economic realization and compliance with
juristic standards, serve as the basis for appropriative and
distributive effects.

Keywords: Accounting Standard No. 16, monetary and
non-monetary items, foreign currency translation, exchange

gains and losses, jurisprudence of transactions
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