
Comment letter to IASB  

on Conceptual Framework for Financial Reporting 

 
Dear sir(madam) 

     I am a student of Nanjing University Business School majored in 

Professional Accounting. My name is Yan Caihong. The reason for writing this 

letter to you is that I want to transfer my personal view about the conceptual 

framework for financial reporting especially the Chapter 5—recognition and 

derecognition. 

     The conceptual framework proposes that If a item meets the three 

requirements, then the assets and liabilities (and related income and expenses, or 

changes in equity) should be recognized. The first requirement is that 

information about the asset or the liability and about any income, expenses or 

changes in equity should be relevant . The second one is that the  information 

should have faithful representation. The third one is that information should 

results in benefits exceeding the cost of providing.  

     In the exposure draft, you raised Question 6 about recognition criteria. 

The question is “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?” 

     After my reading and thinking, the answer for this question is yes. I am 

agree with the proposed approach to recognition. I will explain the reason in the 

following description. 

     The first thing is relevance. In chapter 5, the interpretation of relevance 



takes up most of the space. I think this is necessary and reasonable. No matter it 

is used as a management tool, or information systems, accounting’s one primary 

function is to provide useful information to users in all aspects. And to achieve 

this function, relevance is necessary in the recognition. Only with fully relevant, 

the item is worth to be showed in the financial report.  

     However,there still have some circumstances which are difficult to 

recognize, but have some relevance to the financial statements, such as items 

with uncertainty and inseparability, items difficult to bring economic benefits flow, 

items hard to measure and so on. So to give us a better understanding, it demands 

to disclose these circumstances reasonably in these cases.  

     The second one is about faithful representation. Faithful representation 

involves a wide surface including recognition,measurement, presentation and 

disclosure, and is the basis of accounting. Without it, accounting has no 

alternative use except causing harm to society, and the whole economy will fall 

into chaos. Making faithful representation as a standard to recognize is the right 

choice.  

     The last one is cost. Recognizing the costs as one of the recognition criteria 

is very easy for us to understand. As we all know, we created financial reports in 

order to grasp the company's financial situation, conduct a more effective 

management and finally create more and more profits. If the cost of recognition 

may outweigh the benefits it brings, using the financial view, we can find that it is 

not necessary and sensible to make that recognition. 

     Above views are just some of my personal plain views. Hope this letter can 



be helpful to the revision of the conceptual framework. Not only the China's 

academic circles, but also the accounting industry, both are very concerned about 

this revision, and have great expectations on it, Look forward to the official draft 

of the conceptual framework for financial reporting. Wish IASB getting better 

and better in the future. 

                                              Yours truthfully   

                                               Yan Caihong 

                                                2015.11.20 

 


