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Making materiality judgements when 
preparing financial statements

Materiality plays an important role in preparing and presenting Financial 
Statements (FS), so inappropriate applications will lead to present non-
material information.

Revisions to standards and guidelines have been introduced to assist 
management in determining the appropriate materiality for presenting 
more useful financial information to reporting users.
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Introduction
On september 14 2017, the international 
accounting standards board (IASB) issued 
practice statement 2:

• Guides the materiality assessment process

• Non-mandatory document

• Companies are permitted to apply to 
financial statements prepared any time 
after 14th september 2017

Besides, on december 2018, IASB announced 
a proposal to modify the narrowing scope of 
IAS 01 - presentation of financial statements

• Further clarifies the definition of 
"materiality"

• Effective from 01/01/2020 (Businesses can 
apply earlier)

Amendment of material definition in revision of 
standard IAS 01
New definition

Information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions that the primary users of general purpose financial statements make on 
the basis of those financial statements, which provide financial information about a specific 
reporting entity.

Old definition

Omissions or misstatements of items are material if they could, individually or collectively, 
influence the economic decisions of users taken on the basis of the financial statements.

Difference

Information is material:

Old definition New definition

If Omitting, misstating Omitting, misstating, or obscuring

Assessing Individually or collectively Reasonably

Affect Users Primary users
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The materiality process – Practice statement 2 
making materiality

Step 4
Review

Step 3
Organise

Step 2
Assess

Step 1
Identify Requirements

of IFRS 
standards

Primary users’ 
common 

information needs

Assesses the information 
provided in the draft 

financial statements as a 
whole

Organise the information 
within the draft financial 

statements

Quantitative
factors

Qualitative
factors

Conclusion
• Practice statement 2 provides entities 

specific instructions on the making 
materiality judgement when choosing 
information disclosure and presentation 
on the financial statement

• The amendment of IAS 01 and practice 
statement 2 clarify definition of 
materiality and make IFRSs more 
consistent and help businesses provide 
explanation of accounting policies that 
are useful for users of financial 
statements in terms of materiality
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This newsletter is only intended for information about the new laws enacted, not for advice or applying to specific cases. Although 
we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the
date it is received or that it will continue to be accurate in the future. RSM Vietnam as well as members in RSM network shall not 
be responsible for any loss whatsoever sustained by any person who relies on this communication. Please refer to your advisors 
for specific advice.

RSM Vietnam is a member of the RSM network and trades as RSM. RSM is the trading name used by the members of the RSM 
network. Each member of the RSM network is an independent accounting and consulting firm, each of which practices in its own 
right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The RSM network is administered 
by RSM International Limited, a company registered in England and Wales (company number 4040598) whose registered office is 
at 50 Cannon Street, London EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of 
the network are owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of 
Switzerland whose seat is in Zug.

© RSM International Association, 2020. All rights reserved.

rsm.global/vietnam

Hanoi

25 Floor, Tower A, Discovery Complex
302 Cau Giay Street, Dich Vong Ward 
Cau Giay District
Hanoi, Vietnam

Nguyen Thanh Lam
Partner
Head of Hanoi Office
T: +84 24 3795 5353
E: lam.nguyen@rsm.com.vn

Ho Chi Minh City

5th Floor, Sai Gon 3 Building
140 Nguyen Van Thu Street
Da Kao Ward, District 1
Ho Chi Minh City, Vietnam

Dang Xuan Canh
Managing Partner
Head of Audit Services
T: +84 28 3827 5026
E: canh.dang@rsm.com.vn

facebook.com/RSMVietnam

linkedin.com/company/rsm-vietnam


	Making materiality judgements when preparing financial statements
	Slide Number 2
	Slide Number 3
	Slide Number 4

