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established. As directed by the Act, we have conducted a study of
the approach to standard setting and found that imperfections exist
when standards are established on either a rules-based or a
principles-only basis. Principles-only standards may present
enforcement difficulties because they provide little guidance or
structure for exercising professional judgment by preparers and
auditors. Rules-based standards often provide a vehicle for
circumventing the intention of the standard. As a result of our
study, the staff recommends that those involved in the standard-
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setting process more consistently develop standards on a
principles-based or objectives-oriented basis. Such standards
should have the following characteristics:

Be based on an improved and consistently applied conceptual
framework;

Clearly state the accounting objective of the standard;

Provide sufficient detail and structure so that the standard can be
operationalized and applied on a consistent basis;

Minimize exceptions from the standard

Avoid use of percentage tests (‘bright-lines’) that allow financial
engineers to achieve technical compliance with the standard while
evading the intent of the standard."
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Position of digit in number

Digit  First Second Third Fourth
0 11968 10178 10018
1 30103 11389 10138 10014
17609 10882 10097 10010

2
3 12494 10433 10057 10006
4

.09691 10031 RUIE 10002
6 06695 09337 .09940 .09994
7 .05799 .09035 .09902 .09990
8 05115 08757 .09864 .09986

9 .04576 .08500 .09827 09982

Example: The number 147 has three digits,
with 1 as the first digit. 4 as the second digit
and 7 as the third digit. The table shows that
under Benford's law the expected proportion
of numbers with a first digit 1 is 30.103% and
the expected proportion of numbers with a
third digit 7 is 9.902%.

Source: M. J. Nigrin "A Taxpayer Compliance Application
of Benford's Law" Journal of American Taxation
Association (1996) 18.

M. J. Nigrini "A Taxpayer Compliance Application of Benford's Law" TBe 77
Journal of American Taxation Associati¢h996) 72
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I 37 Ty WY w78
Steven M. H. Wallman "The Future of Accounting aB&C 1 ¥ 030187 XD 79
Remarks of Commissiondfinancial Reporting Part 1I: The Colorized Approach”
Steven M. H. Wallman, at the 1996 AICPA Conference, Washington, D.C
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"l believe that if accounting hadn't been invented 700 years ago-if
we had waited until the 18th century-most of our accounts would
show ranges. We now know how to handle plus or minus
probabilities. The accountant's figure for receivables is basically a
mid-point between guesseg?."
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Available at http://www.sec.gov/news/speech/speecharchive/1996/spch079.txt
.(20.9.2005)
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Jonathan C. Glover, Yuiji ljiri, Carolyn B. Levine & Pierre J. Liang "CEO/CRD
Certification and Emerging Needs to Separate Facts and Forecasts: Exploring
'Intertemporal Financial Statements' with Two Time-Phases" (Working Papers,
2002) available at http://papers.ssrn.com/sol3/papers.cfm?abstract_id=359261
.(20.9.2005)
ST 1203 DY NIRTITM 029957 DR 0°¥21Pa 020 03 Pnbn fbnm v 712N 82
N>R NI ORI TSN M Iyap T aaaT arR m bwnbd 73
XD 12°302 WYIW 0°1TAIR 107,070 OPRIAWN D2ITMIR PV ANT? Mnan
JPRT
JLotfi A. Zadeh "Fuzzy sets" &f. Control (1965) 338:1%7 83

71



77OVNN ) DPOV VOV PN DN

PP Ry 1931 02w DwRnNwnT (MRYIT 2°wT1T 5w NPOIPOIN DY IX) T 937
03°%79) 07w MIR1AYA 099 5y OnIX Taye YT CTINRA DR OMoTvn?
1Y ORI 177 070y

wRnwn 931 ,0"12147 01017 DX NPRON MRINWNT 12w 0232 11°P0y M9
PP 01137 0037 NIA7ITAY YIA1T 1A K2 LY 2103 e 79K 0211012 T
MR 7YTn No’R”3 PA IR APINA 1Y

nINDNR AN .5

PIN2 .0°NXRY 0nNR Nwh 21300 y7n 010195 CNXop 1981 0°w0A1 0°20 O°poY
Q°N*Xn7 0°0°I97 O Q°vYR X ,0°°7N0R NITI02 NP*I0N 7737 NP YT Ml
0°wI737 0°XRIN® Sy10a
ZeroM11ami NPIWTA 7917 NIVOY 2NN YT 0ITN2 WM MNINNT 0°1w2
PRo ©3% byn oD R 7¥% MwaRn 79X Mww 0187 *van .knowledge proofs
T°1IRXY 7720 DR PwN? 29an DRT IR X TX0 17 AYIT nRvon 7721 0D 2 780
ox ,7°7° 92771 ,°9037 MITA OIN2 AR MW YT vy TNYaw v
Sy In1PRY 12 0°2YRT PYY 28037 MT DY NP mpenan mobwn bya o
84 ,9pann PawnaTx Yw 1pan

D1P0 M) IV P99

NP DN 172037 DY ,NINTIAN MKMW DR TPIDT N2wnan Yw X4 min
ST 7219 NY2n3 5w 00X 0°973 71 XYY wIpTP 200 02WERT IMNan
0°0n Pw M QPRIPP PAYAD 1AADET AT P MRR NIYIAR2 0D 1PN AR
:D”jp’y
A% M7 M2°0W 730 NPLINDT N2wNR2 XD NI MRNWAT IPWRN
,0°13Y 7 DY NIPYI PR D910 11D 1w 797780 N2wnnn MEP awn
LRI RN 3 0w
1T 793932 0Py IoRA PTREN NIRIAWAT PW 7277 AN20wn Pwehwn

Oded Goldreich, Silvio Micali & Avi Wigderson "Proofs that Yield Nothing~ 84
but Their Validity or All Languages in NP Have Zero-Knowledge Proof Systems"
.38(3) Journal of the ACM1991) 690

72



DINN DXOITH TIVPYT NINS TPIITIDN MHNNIYNT OWNN ) DPON LOVYN

JM2°INNT N1PVOTTT MR YIXC2 PP 127 W 19102 X271 71T DX IR
190°>1 ,A%P1 72190 XN XD MPwn Sw W3 17 0D PP 2wn DRT oy
,07n21y 0209390 D°07VIKR 5w 07v D 9P wn A1°10% TV D1 Nawnw
MRN2YAT N°00 v 0°v°173p7 ,path dependencer (@ vpoX) OOXIIND 037D
IR N RPP0AT 020N bwa AbXD NumY 101 ANy anry nnbwn
MY” MIRNWA NIPNATTIL 0°0°101 (NPYXR 7127007 K31 NX 0°22107 (@»MIR?7 1]

WY, NIRIINT Dw NIWTA AT M2DNR 07 wninTRY 0°0012 D100 10

TIT7 YORN ,PITTTIRATRDT TNy WD 11T NTIPIA D 0°3°yn 0°10N0n 13K
,199932 DwNINKA 712772 Q2R 011w .0IN0 M122% CURY NATTI Y S
NO11 TIMA T2wn 97N 070V NANTA - NPLIRI IRTTINYNAT - NIRNWATY
271,007 11IND RIXAZ PXPET NIRNAWAT YIZPH WX DX 1277

RN = NI D23 WY O9IR TR POINTM - AW INTMRL 0D DO21HRD 1R
71w N115NN2 1P 0°AI°T .09 117 D721 MR CNRTT 192 1w NIRN2YNT
AN PPN @ 7nR 02593 °B% MInTIT K91 ,07n%13 oonn1 by M puitn’
NITyna 0oMNM 0IPNn YW AWy 020K YT NAWATTIRT DY 1PTpan 10080
85 ,21wnn

077 DR QWY "2PYTARY XD OX 121 wannn 1T N2 RIeR NN OX 12 85
AW 07w 2%P5 o2 IR 02AR 1TV O ,7°0%22 oIwan 2°nnnd SRR
SIMTT PR I DONART PPN AW 1120XT MAINRT 0°Iwa 13707 .12v3
DX Ty 77On” IR D0n 0Cw *190 [DTYNAY PUODAw Cn M2 Nmynwnid
R IR NIRIAWAT YIXPRA PIOY? Poaty 721w n 93w 1375y M2 LNIRNAWNT
J9TYNAY D137 DR TP YIRPRT 0178 YY1 ,1nw DY Xipp?

73



