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Disclaimer 

The MASB's primary role is to develop accounting and financial reporting standards. It is the MASB's operating 
procedure that generally precludes the MASB or its staff from giving advice to any individuals or corporations or 
individual cases nor to act as an arbitrator regarding any issue. Resolution of matters concerning the application of 
the accounting standards should be addressed and discussed with the respective independent accountants, or 
auditors. 

Likewise, the MASB's resources do not allow for it to respond to students' individual requests for help in completing 
their assignments. 

Below are some of the questions that the staff frequently receive from preparers, auditors and users with regard to 
the implementation of the MFRS Framework. The answers to the following questions have been prepared by the 
MASB staff and are not necessarily the Board’s views. 

Accounting for contingent consideration relating to business combinations that occurred 
before date of transition 

A first-time adopter can elect not to apply MFRS 3 Business Combinations retrospectively to 
business combinations that occurred before the date of transition. However, the exemption in 
MFRS 1 is not extended to accounting for contingent consideration that arose from those 
business combinations. 

Does this mean MFRS 3 should be applied to account for contingent consideration from 
previous business combinations in the opening MFRS statement of financial position, i.e. 
recognise and measure any contingent consideration that are classified as financial liability at 
its fair value regardless of probability. This is also supported by MFRS 139 Financial 
Instruments: Recognition and Measurement which scopes in contingent consideration arising 
from a business combination. Any adjustment is recognised in retained earnings. 

The contingent consideration should be recognised at its fair value at the transition date, regardless of 
the accounting under previous GAAP, given there is no specific exemption provided in MFRS 1. This is 
in accordance with MFRS 1 paragraphs 9 and 10(d), which state that:  

(a) the transitional provisions in other MFRSs shall not apply unless as specified in 
MFRS 1. 

(b) the first-time adopter shall apply MFRSs (in this case will be MFRS 3) in measuring all 
recognised assets and liabilities except as described in MFRS 1. 


