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Analytical Review of APB Opinions & FASB
Statements on Accounting Changes

D. Foroghi, *Ph.D.

Abstract

Subsequent to issuance of APB opinion No.20, "Accounting changes”,
in the context of reporting accounting changes, the adequacy of this opinion in
disclosure requirements and enhancement of the year-to-year comparability of
financial statements has been questioned by scholar circles. Some accounting
scholars argue that "cumulative effect” and "prospective application" methods
of accounting for such changes diminish the year-to-year comparability of
financial statements. Therefore, this paper analyzes the APB opinions and
FASB statements about reporting changes in accounting principles. The
purpose of this analytical review is providing the basis for standard setting for
accounting changes in Iran to enhance comparability of financial statements.
The results of this review suggest that the retroactive application as the prime
method for reporting changes in accounting principles could be recommended.

Keyword: Voluntary change, Mandated change, Current Period Method,
Retroactive Method, Prospective Method
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. Zeff, S. & Keller, T. F. "Financial Accounting Theory" 3rd. ed, P.555.
. Consistency

. Financial Statement Measurements

. Accounting Principles Board (APB)

. APB Opinion No 20, Accounting Changes (New York, AICPA, 1971)
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4 . Accounting Standards Executive Committee
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1. FASB Interpretation NO.20 “Reporting Accounting Changes under AICPA Statements of
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2. APB Opinion No.11, Accounting for Income Taxes
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1. APB Opinion No.8, Accounting for the cost of Pension Plans

2 . APB Opinion No.23, Accounting for Income Taxes — Special Areas (New York: AICPA,
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1. Statement of FASB NO.11, Accounting For Contingencies — Transition method

2 . Statement of FASB No.8, Accounting for the Trandation of Foreign Crrency Transactions
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3. Accounting for Leases
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1. Accounting for Income Taxes— oil and GAS Producing Companies.
2. APB Opinion NO.20. p. 15- 16
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. Extenuating circumstances

. Restrictive covenants

. Loan Agreements

. Accounting by Debtors and Creditors for Troubled Debt Restructurings
. Punitively Oriented Way
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2. APB NO.9, Reporting the Results of Operations, P. 25.
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