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ABSTRACT: This paper examines whether or not formalized ethical standards need to be legislated to
ensure proper financial reporting. The proposed alternative is to focus more on principles than rules in
order to accomplish what Sarbanes-Oxley has set forth for the accounting profession. Another facet of this
issue is whether Sarbanes-Oxley can mandate ethics or just make more rules that lead to possible loopholes.
Substance over form is analyzed as a component of this argument of whether accountants should focus more
on principles than rules. An example set forth in this paper is Enron’s use of Special Purpose Entities

(SPEs), which would not have successfully circumvented the goal of financial transparency if principles
were adhered to instead of rules.



