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IAS7.

Definitions : The following terms are used in this Standard with the meanings specified

Material Omissions or misstatements of items are material if they could, individually or collectively;
influence the economic decisions that users make on the basis of the financial statements.
Materiality depends on the size and nature of the omission or misstatement judged in the
surrounding circumstances. The size or nature of the item, or a combination of both, could be the
determining factor.

Assessing whether an omission or misstatement could influence economic decisions of users, and
so be material, requires consideration of the characteristics of those users. The Framework for the
Preparation and Presentation of Financial Statements states in paragraph 25T that ‘users are
assumed to have a reasonable knowledge of business and economic activities and accounting and a
willingness to study the information with reasonable diligence.’ Therefore, the assessment needs to

take into account how users with such attributes could reasonably be expected to be influenced in
making economic decisions.
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