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Summary
Financial reporting is a fundamental process for presenting an entity's
financial position and operating results. The importance of these reports lies
in their accuracy and transparency, as they depend largely on the accounting
policies adopted. In this context, financial reporting policymaking is divided
into two main approaches: the supervisory approach, which relies on
oversight from regulatory bodies such as accounting bodies or government
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authorities, imposing accounting rules and standards that entities must
follow. The non-supervisory approach, in which companies are given greater
freedom to choose accounting policies that suit the nature of their business,
based on general principles rather than detailed rules.
The non-supervisory approach gives a significant role to professional
judgment and is characterized by flexibility in implementing policies. It
better reflects the economic reality of the entity and requires effective
governance and high internal credibility. Example: International Financial
Reporting Standards. Regardless of the differences between the two
approaches, the common goal is to ensure the quality of financial reporting
and achieve fair and reliable disclosure of financial information. Balancing
oversight and flexibility remains essential to enhance transparency and
accountability in the contemporary financial environment.
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