
BRIEF INTRODUCTION 

Our research team, including one of my graduate students, Qing Liu, and me, 

Changqing Liu, has read and discussed Conceptual Framework for Financial Reporting 

(Exposure Draft,ED/2015/3) very carefully, and our comments can be stated as shown 

in next part “COMMENTS”. Any comments on our comments can be sent to us 

using one of the following methods, and we will feel very much indebted. 

Our email: 

liuevergreen@126.com 

Our postal address: 

Changqing Liu 

School of accounting 

Zhengzhou institute of aeronautical industry management 

Wenyuan xi road, zhengdong xinqu, 

Zhengzhou city, Henan province  450046 

People’s Republic of China  

 

POSTSCRIPT 

Changqing Liu, who is a professor of accounting, in School of Accounting, Zhengzhou institute 

of aeronautical industry management, and also a member of professional committee, in 

Accounting Society of China (ASC), whose main publications include a History of China 

Accounting thoughts Development, a History of World Accounting thoughts Development, and a 

History of Market Modes Development of Financial Management for National Assets in Western 

Countries, etc.. 

 

COMMENTS 

Question 1—Proposed changes to Chapters 1 and 2 

Do you support the proposals: 

(a) to give more prominence, within the objective of financial reporting, to the 
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importance of providing information needed to assess management’s 

stewardship of the entity’s resources; 

   Yes,I support it,because such information as how efficiently and effectively the 

entity’s management and governing board have discharged their responsibilities to use 

the entity’s resources is needed by existing and potential investors, lenders and other 

creditors(see paragraphs 1.3–1.4,1.13–1.16, 1.18, 1.20, 1.22–1.23 and BC1.6–

BC1.10),which can help to lessen internal control by the entity’s management and 

governing board,but we should distinguish information about that entity’s financial 

performance from that about other events or transactions such as issuing debt or equity 

instruments，falsifying financial performance by the entity’s management and governing 

board in this entity. 

(b) to reintroduce an explicit reference to the notion of prudence (described as 

caution when making judgements under conditions of uncertainty) and to state 

that prudence is important in achieving neutrality; 

I don’t agree with it. As stated in paragraph 2.18, the notion of prudence is 

described as caution when making judgements under conditions of uncertainty, or a 

sensible and careful attitude that makes you avoid unnecessary risks.  

So I don’t agree with the rest part of paragraph 2.18, the exercise of prudence 

means that assets and income are not overstated and liabilities and expenses are not 

understated, but the exercise of prudence may allow for the understatement of assets 

and income or the overstatement of liabilities and expenses. In one word, I think 

prudence may not result in achieving neutrality. 

    To achieve neutrality, we can use objectivity instead of prudence, because 

objectivity means information based on facts or making decision that is based on facts 

rather than on your feelings or beliefs, which is closer to neutrality meaning the state 

of not supporting either side in an argument or war than prudence. And the exercise 

of objectivity may mean that assets and income are not overstated and liabilities and 

expenses are not understated. Equally, the exercise of objectivity may not allow for 

the understatement of assets and income or the overstatement of liabilities and 

expenses. 

 

Question 2—Description and boundary of a reporting entity 

Do you agree with: 

(a) the proposed description of a reporting entity in paragraphs 3.11–3.12;  

   I support paragraph 3.12 less than 100%. As stated in this draft,a reporting entity 

is not necessarily a legal entity, and it can comprise a portion of an entity, or two 

or more entities(paragraph 3.12).  

   It is beneficial for the operation and management of a reporting entity without being 

a legal entity,but preparing general purpose financial statements,which involves so 

many entities,will lead to a waste of money,time, and other resources from the 



standpoint of society as a whole, and not dealing properly and fairly with internal 

trade,which is between reporting entities  not being legal entities and belonging to 

a same legal entity, will lead to the overestimate of such reporting entities’financial 

position and financial performance, so what kind of entities, which are not legal 

entities and belong to a same legal entity, should prepare and report financial 

statements need our further attention, for example, operation volume can be a standard. 

And (b) the discussion of the boundary of a reporting entity in paragraphs 3.13–3.25? 

   I support paragraph 3.13 less than 100%.As stated in this draft,financial statements 

provide information about the assets, liabilities, equity,income and expenses 

generated by the set of economic activities that lie within the boundary of the reporting 

entity. 

   I think in paragraph 3.13, financial statements should provide information about 

assets, liabilities, equity,income, expenses and profit(or loss), because assets - 

liabilities = equity,and income - expenses = profit(or loss),both equity and profit(or 

loss) should be included according to the rule of completeness and logic. 

 

Question 3—Definitions of elements 

Do you agree with the proposed definitions of elements (excluding issues relating to 

the distinction between liabilities and equity): 

(a) an asset, and the related definition of an economic resource; 

(b) a liability; 

(c) equity; 

(d) income; and 

(e) expenses? 

Why or why not? If you disagree with the proposed definitions, what alternative 

definitions do you suggest and why? 

   I think  Definitions of profit and loss should be included according to the rule of 

completeness and logic,because financial performance statements including profit and 

loss,i.e.the statement of profit or loss need be prepared.Definitions of profit and loss 

can be stated as follows. 

   Definitions of profit and loss 

   *  Profits is income exceeding expenses and increases in assets or decreases in 

liabilities that result in increases in equity, other than those relating to 

contributions from holders of equity claims. 



   ** Loss is expenses exceeding income and decreases in assets or increases in 

liabilities that result in decreases in equity, other than those relating to 

distributions to holders of equity claims. 

 

Question 5—Other guidance on the elements 

Do you have any comments on the proposed guidance? 

Do you believe that additional guidance is needed? If so, please specify what that 

guidance should include. 

   As to the Unit of account (see paragraphs 4.57–4.63 and BC4.112–BC4.116), a unit 

of account is selected according to the rule of “the benefits exceeding the costs”and 

other related rules. 

   My doubt is how to reach the conclusion of “the benefits exceeding the costs”,i.e. 

What are the elements of the benefits or the costs, and whether the rule of “the benefits 

exceeding the costs”can prevent a waste of money,time, and other resources from the 

standpoint of society as a whole. 

 

Question 6—Recognition criteria 

Do you agree with the proposed approach to recognition? Why or why not? If you do 

not agree, what changes do you suggest and why? 

   As to Relevance (see paragraphs 5.14),other factors may also cause information to 

lack relevance,need we list such kinds of factors? i.e. What are these factors? 

 

Question 9—Factors to consider when selecting a measurement basis 

Has the IASB correctly identified the factors to consider when selecting a measurement 

basis? If not, what factors would you consider and why? 

   As stated in paragraph 6.62,in general, if the number of measurement bases used in 

a set of financial statements increases, the resulting information becomes more complex 

(and, hence, less understandable), and the totals or subtotals in the statement of 

financial position and the statement(s) of financial performance become less 

meaningful. However, it could be appropriate to increase the number of measurement bases 

used if that is necessary to provide more relevant information. 

   My doubt is how to enjoy the benefit of multi-measurement bases,and at the same time 

to avoid its bad effect, and whether it can become someone’s excuse to select 

measurement bases only for their own benefit and disregarding public benefit,etc.. 

 



 

 Question 10—More than one relevant measurement basis 

Do you agree with the approach discussed in paragraphs 6.74–6.77 and BC6.68? Why or 

why not? 

   I support paragraph 6.76 and 6.77 less than 100%,my doubt is whether it can become 

someone’s excuse to select measurement bases only for their own benefit and 

disregarding public benefit,etc.. 

 

Question 12—Description of the statement of profit or loss 

Do you support the proposed description of the statement of profit or loss? Why or 

why not? 

 

If you think that the Conceptual Framework should provide a definition of profit or 

loss, please explain why it is necessary and provide your suggestion for that 

definition. 

   I think  Definitions of profit and loss should be included according to the rule of 

completeness and logic,because financial performance statements including profit and 

loss, i.e.the statement of profit or loss need be prepared.Definitions of profit and 

loss can be stated as follows. 

   Definitions of profit and loss 

   *  Profits is income exceeding expenses and increases in assets or decreases in 

liabilities that result in increases in equity, other than those relating to 

contributions from holders of equity claims. 

   ** Loss is expenses exceeding income and decreases in assets or increases in 

liabilities that result in decreases in equity, other than those relating to 

distributions to holders of equity claims. 


