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"Under a Principles-Based System, Auditors are Responsible for Providing
Judgment over the Implementation of a Broad Set of Accounting Standards

rather than Following the Specific Guidance Stated in a Rules-Based
System". (Carmona and Trombetta 2008, 459)
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o= 5 «(Kadous and Mercer 2011, 2012 «JUiall Jarws (Ao kil ssaliall e 4@l dpuladl) julaall
Cornell et al. 2011; «Juall Juw Ao pdail) Leily) sLialial sliiall caalus vie el (due) 4
.(Donelson et al. 2012
\R4



il da o) vie Jaead) sline sla) clie 1 clibuall Gl e Jgd Jlaial G 2
A

iyl<d I (Hackenbrack and Nelson 1996 ¢ i) cifialill (oany Uil il
A ulas alallae oo 8 dsulad) juled) (mgee e cliluall 8 e slaiel
Dbl Dy e illuall sl e RIS 8 Aigee Cag ks a4 5 L agadl 53 pe (B
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(Al 5 3y5,0) ae) sl 5 e sabdd) G Lo Alaall Suladdl 1Y) Candl
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(e 3 5a3) Axal el B3 5m g e sl 5 e salaall Lo liiall A s Candl
gl Al Ll sl ) Gl
ol Gla i s dada 1 Gealal) Gaagdl)
(Adaadil) 5 435,Y) a0 680 9 £ (s abaall G Le Apadaall laal) Y Giaal

Principles —Based VS. Rules-Based Accounting Standards

e —ssal ) Gl e dpulad) pulad) e G360 - )y Gl ey
al_iq s Conventions cilal e JL ki é sl Fundamentals <ol
(Beest —igall a8 A jles Jlme g luslly zransy Loy 85 e Appulae Cilaal
Generic- ile jul2a —a esabadl o Al duuladl uladld'*.2009,6)
Sl Ll 8¢ (Carmona and Trombetta 2008, 456) Broad Nature
A abiad) A s Llcalll ae Jalatill &5 5 5aly caats Comprehensive Basis
YV oy Al dpladd) il laaly sLand 5 Y man s Gl 5 4l
cesa) pa il

s Ll il Aeal e dae) 8 eoalidl o Al uleal alasiu) (il
D A DU agdll (Gl A DU cAgalia®Y) ddadsl¥l s ol clleally 4 el
csad) Gl o daulsdl ubeadl Guld adian Ldeulidl sl e
o 4allaiy Ly «(Schipper 2003) duuladll clallad)l 56 die Jgall il e

iy a3 (Says 138 (Gill 2003, 4) VAYY e ol s Alall bl (35 30 5V egabaall Ciaii '
saily fasall
"A General Law or Rule Adopted or Professed as a Guide to Action; A Settled Ground or
Basis of Conduct or Practice" (Oxford English Dictionary 2000).
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Les sliiiall cllae 5 il dalleey auss (Benston et al. 2006, 156) Standards
Dnlrse Aot slad o el callay g dpeatiindd Sl 5] <l glae Dl oy
Sana JB (e Aulaally Slidly olaB) 8 DL Le snse dgnse daslas
alaaiula .(Benston et al. 2006, 186; FASB 2004, 6) Al &l aal 305
(C2sg) s o8 JW sl Gare e il sgabidl e 2360 pladl
(Nisbett and s sall 138 Zaal jo clbaall Gl e e iy g cculilaall 5 ElaaY)
G oeabdl o ) juladd) Gul slael ¢ Ja Leosa s | .Sheikh 2007, 10)
Aplad®y) ¥y cllaall ass agd o Al W deal ey dac)
.(Carmona and Trombetta 2008, 456)

old e fwlad subeddl e S - L sl s adey (il
ol Auulae clalladl Detailed Provisions alias ciel ) e —acl g8l
Al ) Al e o(Beest 2009,6) Aslladll 488 7 gy (panal B23ae Liliad
Sl sl dae) ool o Al el alasiul adliy sdl) agdl
".(Carmona and Trombetta 2008, 460)

b oo Lalle Y5 A5l ubaal) iSSy egobiddl e Gl T jubas (IAS/IFRS) sl uladl) 33

Lgalls Openness s)siaY) e 4 cuali Loy Lulad) sl o 2aldll Wianh ) Gla)
.(Carmona and Trombetta 2008, 456) Flexibility

"Rules Include Specific Criteria, ‘Bright Line’ Thresholds, Examples, Scope Restrictions, "

Exceptions, Subsequent Precedents, Implementation Guidance, etc" (Nelson 2003, 91).
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A J ol Bright-Line Thresholds el ac) &l sty cullaall aliia
A High Juatll (e Jle s siue 5 48 Implementation Guidanceisias culals
(Cohen et Scope and Legacy Exceptions 4. 32U <le Wil «s level of Detail
Sl Aadl jubedl o as Lag't.al. 2012; Mergenthaler 2009; SEC 2003)
DY) a5 Aplad) dalleddl v jasall e JSA sy meus 3 el il

e sleall die e jad Gids dpalad) uled) Gl 468 G e (i) g

Rules-Based e sill e ruladd) jlumall slaie) da 50 ap0a1l Luliie Mergenthaler (2009) pad aal '

OF ) iall e il o ¢(£) () (Liea) e 20 L) Aa 238 385 Continuum (RBC) Score

o aildasly J5a LA (e S Al Gailadl) aaf 4 i) gm Y 4l 1) el @ e Ll any ¥ Ll

il 5 7 saasll sl 53 ol e @l palliad 58 sae () Aas sall dadll 505 Laiy (20 58l

e Talaie) ST lmal) S LIS () Aal) (e (peliall Ao iy 53 LS5 138 5 ¢ Y= (i) dad i€ - Sl
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—ael gl o Al dplad) uled) pe = eSey Laiy aliid) Glaaly e
il of sine dadie 52 o il kg ael @l B Y sae Gl

vie pulaall sland) ) Gado ol S aae e sulad) 3 ael sl miss
faame 2ol e ddlall ANL Gulall ety Cua oI El dlae)
Opan Aglia Il ol sasd el ael 68l ax3 5" . Mechanistic Application
8 8 Al alalled e gl & Safe Harbor

Aalledl waad die dgeally SHrCt Gl pally 2ol sdll e 2@l uledll Coatiy
A o duluadi ac) g saame Clali ) DA (e Gaa ¢ ddee JS Jualen W) Jala
A el ) 5 g e aall e lee Jasd daualy 25aa s Elaborate Rules
cealaall e Al juledll 4 )ls ((Bailey and Sawers 2011; SEC 2003) (aukill

= Ul AL pae ga LS cdaal ol dilee g dagae o il Cpe clld alaay 56 L

"In a Rules-Based System, Financial Reporting May Well Come to be Seen as an Act of "
Compliance Rather Than an Act of Communication” (SEC 2003).

A8l gl gl <y Ay o) AS Ll Apalall a1 e %%+ gl (1) Al o Gl il Q) Japes lad v
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I Vg 1) all Uik dallaall (8 () () GRS AN il punall 413 5o () RSN il pmall o
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b Ll IS Lafe Juladll 8 554l mans LS .(Cohen et al. 2012, 5)
(Carmona and Trombetta 2008, 4ahise dpulaag dolaidl cliy Gld Jgo
4 Caath L day el @l e AlEl ulaally 469 pell ol&) 5 g Jasi y g .459)
(Trombetta 2001; Bright-Line Thresholds duxkd ; Strict 4d pa (e 2ol sl
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Gl Al aaa (addiy diplie Cagoh it Jead a8 ddliae lind clleal
sl aSall s g ehallae JS Gl da gkl dpuladd) cluld
) 2351 AaDle Wiy 38 35 pall Agpalaall el Sl o cad gl (e IS 13
a0 lie e ety Jaas 88 galid) Jlo Al uled) of e 13 o
.(Carmona and Trombetta 2008, 457) el sdl e Al
ookl AL dpals 8 suled el B 2l gl e ssaliall el WS
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bl ael g W glen Y sana cllee Si5 o dpalai@y) 230 st Lavie Ll i
Slo Al uled) Lhis ¥ cllee asay o) 5 WS L (Kershaw 2005, 596-7)
(Benston et LY 5,03 il jleal dua il Jrandl sliie 52y asy 38 ac) il
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llad ia lo Luulaal) juleal) dae) (ubad i gaa 1 JAY Gl
(oAl ) Ann g
"A Principles-Based System will have Effects on the Auditing

Profession Because of the Possible Increase in Audit and Litigation
Risks". (Carmona and Trombetta 2008, 460)
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