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AUDITING AND RELATED PROFESSIONAL
PRACTICE STANDARDS
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Auditing Standard No. 6 -
HIHHEZE 6 5 —

Evaluating Consistency of Financial Statements

i 95 10 2 19— B P

PCAOB

Public Company Accounting Oversight Board
— > S = /A
ARANFSIHEEER S
[ Effective pursuant to SEC Release No. 34 —58555, File No. PCAOB -2008 —01, September 16, 2008 ]

[ #H8 SEC 3 34 - 58555 BN 4% ; (5. PCAOB -2008 01, 2008 4£9 H 16 H ]

Supersedes AU sec. 420, Consistency of Application of Generally Accepted Accounting Principles

and AU sec. 9420, Consistency of Application of Generally Accepted Accounting Principles: Audi-
ting Interpretations of Section 420.

AR e A A ISR 420 2% [GEAIAASTHMENN A —Bebk ] A% 9420 & [EHAINS
THAEN B — Btk . 56 420 iR ]

Final Rule; PCAOB Release No. 2008 - 001
BZHN : PCAOB /2454 2008 - 001 5
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Consistency and the auditor’s Report on Financial

Statements

S PERIIY 55 104 1 i1 1R 77

1. This standard establishes requirements and
provides direction for the auditor’s evaluation
of the consistency of the financial statements,
including changes to previously issued finan-
cial statements, and the effect of that evalua-
tion on the auditor’s report on the financial

statements.

2. To identify consistency matters that might
affect the report, the auditor should evaluate
whether the comparability of the financial
statements between periods has been materi-
ally affected by changes in accounting princi-
ples or by material adjustments to previously
issued financial statements for the relevant

periods.

3. The periods covered in the auditor’s evalu-
ation of consistency depend on the periods
covered by the auditor’s report on the finan-
cial statements. When the auditor reports on-
ly on the current period, he or she should e-
valuate whether the current — period financial
statements are consistent with those of the

preceding period . When the auditor reports
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on two or more periods, he or she should e-
valuate consistency between such periods and
the consistency of such periods with the peri-
od prior thereto if such prior period is pres-
ented with the financial statements being re-
ported upon. OThe auditor also should evalu-
ate whether the financial statements for peri-
ods described in this paragraph are consistent
with previously issued financial statements for

the respective periods. @

Note: The term “current period” means the
most recent year, or period of less than one

year, upon which the auditor is reporting.

4. The auditor should recognize the following
matters relating to the consistency of the
company’s financial statements in the audi-
tor’s report if those matters have a material

effect on the financial statements ;
a. A change in accounting principle

b. An adjustment to correct a misstatement in

previously issued financial statements. ®

Change in Accounting Principle

I BRERE

5. A change in accounting principle is a

4

KIS 8RS M 55 )%
FK—EIR, M4, Hit
Uil 5 DAY 3 2 383 18] B9 —
Bk, DIRGX LM E] 5%
[LE: L D= 6 B R W %S
oL 4 DA A 3K B i 301 ] )
W 954 22 5 LA R A& A0 B9 AR
JO7 4 18] ) W 55 41 3% B9 — B
o

& CEHHT REIINR
R R BT —4F
B‘J%I\Ej o

4. IR 57 MR R
— A SRR T S I
TV % HmFEHEREMR,
AR, BTN 1 i
W& LA

a. STTERAETE

b. X FERMMFRE
MIZSEEIE

5. 2T BUREE RN
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change from one generally accepted account-
ing principle to another generally accepted
accounting principle when (1) there are two
or more generally accepted accounting princi-
ples that apply, or when (2) the accounting
principle formerly used is no longer generally
accepted. A change in the method of applying
an accounting principle also is considered a

change in accounting principle. @

Note: A change from an accounting principle
that is not generally accepted to one that is
generally accepted is a correction of a mis-

statement.

6. The auditor should evaluate and report on
a change in accounting estimate effected by a
change in accounting principle like other
changes in accounting principle. © In addi-
tion, the auditor should recognize a change
in the reporting entity @by including an ex-
planatory paragraph in the auditor’s report,
unless the change in reporting entity results
from a transaction or event. A change in re-
porting entity that results from a transaction
or event, such as the creation, cessation, or
complete or partial purchase or disposition of
a subsidiary or other business unit does not

require recognition in the auditor’s report.
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7. The auditor should evaluate a change in

accounting principle to determine whether —

a. The newly adopted accounting principle is

a generally accepted accounting principle,

b. The method of accounting for the effect of
the change is in conformity with generally ac-

cepted accounting principles,

c. The disclosures related to the accounting

change are adequate, @ and

d. The company has justified that the alterna-

tive accounting principle is preferable.

8. A change in accounting principle that has
a material effect on the financial statements
should be recognized in the auditor’s report
If the

auditor concludes that the criteria in para-

on the audited financial statements.
graph 7 have been met, the auditor should
add an explanatory paragraph to the auditor’s
report, as described in AU sec. 508, Reports
on Audited Financial Statements. If those cri-
teria are not met, the auditor should treat
this accounting change as a departure from
generally accepted accounting principles and

address the matter as described in AU

sec. 508.
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Note: If a company’s financial statements
contain an investment accounted for by the
equity method, the auditor’s evaluation of
consistency should include consideration of
the investee. If the investee makes a change
in accounting principle that is material to the
investing company's financial statements, the
auditor should add an explanatory paragraph
(following the opinion paragraph) to the au-
ditor’s report, as described in AU sec. 508.
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Correction of a Material Misstatement in Previously Issued

Financial Statements

X} F-EL i 2 1 0 55 18 46 19 K 6 18 1 36 I

9. The correction of a material misstatement
in previously issued financial statements
should be recognized in the auditor’s report
on the audited financial statements through
the addition of an explanatory paragraph, as
described in AU sec. 508.

10. The accounting pronouncements generally
require certain disclosures relating to restate-
ments to correct misstatements in previously
issued financial statements. If the financial
statement disclosures are not adequate, the
auditor should address the inadequacy of dis-

closure as described in paragraph 31 of Audi-
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ting Standard No. 14, Evaluating Audit Re-
sults, and AU sec. 508.

Change in Classification

R H B R

11. Changes in classification in previously is-
sued financial statements do not require rec-
ognition in the auditor’s report, unless the
change represents the correction of a material
misstatement or a change in accounting prin-
ciple. Accordingly, the auditor should evalu-
ate a material change in financial statement
classification and the related disclosure to
determine whether such a change also is a
change in accounting principle or a correc-
tion of a material misstatement. For exam-
ple, certain reclassifications in previously is-
sued financial sfatements, such as reclassifi-
cations of debt from long — term to short —
term or reclassifications of cash flows from
the operating activities category to the finan-
cing activities category, might occur because
those items were incorrectly classified in the
previously issued financial statements. In
such situations, the reclassification also is
the correction of a misstatement. If the audi-
tor determines that the reclassification is a

change in accounting principle , he or she

8
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should address the matter as described in HUEALFE, SR I
paragraphs 7 and 8 and AU sec. 508. If the EZESEKRE T X T LART
auditor determines that the reclassification is RATHINA 55 R 3= i B K EE
a correction of a material misstatement in WEIE, W 4K B A AE N
previously issued financial statements, he or 59 10 FXA T EHEE
she should address the matter as described in THHUEN S 508 2% 1 3R 8 Ab
paragraphs 9 and 10 and AU sec. 508. H,

(D For example, assume that a company presents comparative financial statements covering three years
and has a change in auditors. In the first year in which the successor auditor reports, the successor audi-
tor evaluates consistency between the year on which he or she reports and the immediately preceding
year. In the second year in which the successor auditor reports, the successor auditor would evaluate
consistency between the two years on which he or she reports and between those years and the earliest
year presented.

flan, BN RIEERA T M S REEE =R, FFER T aitid s . FERERIT
IS —FEM TR, REFTHIPZEES RN 8. 58 ZFndiHRE b,
JEATSE RN, 25 PP R A T A X R A — B, ARG S AR 5 e L R AR B 1Y — B

@ When a company uses retrospective application, as defined in Statement of Financial Accounting
Standards No. 154, Accounting Changes and Error Corrections ( “SFAS No. 154”) , to account for a
change in accounting principle, the financial statements presented generally will be consistent. Howev-
er, the previous years °‘ financial statements presented with the current year’ s financial statements will
reflect the change in accounting principle and, therefore, will appear different from those previous years’
financial statements on which the auditor previously reported. This standard clarifies that the auditor’s e-
valuation of consistency should encompass previously issued financial statements for the relevant periods.
YR TR E M 55 2 HENI A SR 154 5 [ RTHEEMEREIE] ( “SFAS No. 1547) ME
BB SRR AR 2T TR E, SIMRMI S IMFGE T B, R, SAFENFRE R
RIVLIRTAEBE 55 R 2 RBOZ TR E, Wt 2B AN R 97 10 LA R 5 ) AR 4F B
WA 9541 o AR YD) A S SRR T ) — S0 P 7224 TR A G300 1] A 6 4 A 1 45 4l

@ [ Footnote deleted, effective for audits of fiscal years beginning on or after December 15, 2010. See
PCAOB Release No. 2010 -004. ]

MTAMEEAEMT20104F12 H 15 B (%) FHRMSIHHFERES T, BILMER. 200 PCAOB %
2010 -004 S5\

@ See SFAS No. 154, paragraph 2c.
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2, SFAS %6 154 558 2¢ 3K
® SFAS No. 154, paragraph 2e, defines a “change in accounting estimate effected by a change in ac-
counting principle” as “a change in accounting estimate that is inseparable from the effect of a related
change in accounting principle. ”
SFAS % 154 555 2e HH “ T BOREESRM ST EE" EXH “S2THEEER
AT EE” o
©® “Change in reporting entity” is a change that results in financial statements that, in effect, are those
of a different reporting entity. See SFAS No. 154, paragraph 2f.
G FARAE” bR ERAARERE EERERYFREMTERNEE,
(@ Newly issued accounting pronouncements usually set forth the method of accounting for the effects of
a change in accounting principle and the related disclosures. SFAS No. 154 sets forth the method of ac-
counting for the change and the related disclosures when there are no specific requirements in the new
accounting pronouncement.
R A ) SO R T AR R I T U AR B B AR R B 2 I vk . BRI S
HASEBA BRRESR, SFAS 5 154 SR M RRE T X TS RA BB 0 &1t ik,
The issuance of an accounting pronouncement that requires use of a new accounting principle, inter-
prets an existing principle, expresses a preference for an accounting principle, or rejects a specific prin-
ciple is sufficient justification for a change in accounting principle, as long as the change in accounting
principle is made in accordance with the hierarchy of generally accepted accounting principles. See
SFAS No. 154, paragraph 14.

SHBREEFENASTTHENRZRGE, Ba, BRCRAELHSIEDN ., EBEEL
BTN . KA EFEREFSTENRFEAEAERFESTENNSITAERES
HBORAEEMF/HKIE. 21 SFAS 5 154 548 14 3K,
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