
MASB 3 Net Profit or Loss for the Period, Fundamental Errors and 
Changes in Accounting Policies  

MASB 3 Net Profit or Loss for the Period, Fundamental Errors and Changes in 
Accounting Policies prescribes the classification, disclosure and accounting treatment of 
certain items in the income statement. MASB 3 supersedes IAS 8 Unusual and Prior 
Period Items and Changes in Accounting Policies which, although not adopted by the 
MASB as an approved accounting standard, has been issued by the Malaysian 
professional accountancy bodies. The new Standard introduces several changes that 
affect the presentation and content of the income statement. MASB 3 also sets down 
when and how changes in estimates, fundamental errors and changes in accounting 
policies should be treated in the financial statements. The effect of the changes is to 
inhibit discretion and enhance the comparability of reporting. 

Highlights :- 

Virtually all items are treated as incomes or expenses that arise in the course of the 
ordinary activities of the enterprise and only on extremely rare occasions will an event 
or transaction give rise to an extraordinary item. As a result, virtually all items are 
included above the line in the determination of net profit/loss for the period. 

Separate disclosure of extraordinary items of profit or loss is required on the face of the 
income statement, after the total of profit or loss from ordinary activities. Such 
extraordinary items are rare and beyond management control. Examples are 
expropriation of assets and effects of natural disasters. 

Although no longer referred to as abnormal items, items of income or expense arising 
from ordinary activities that are abnormal because of their size, nature or incidences are 
separately disclosed, usually in the notes. Such items may be relevant to users of the 
financial statements in understanding financial position and performance. 

A change in accounting estimate should be reflected prospectively. The nature and 
effect of the change should be disclosed, even if the effect will only be significant in a 
future period. If the effect cannot be quantified, that fact should be disclosed. 

A correction of a fundamental error should be treated as a prior period adjustment to 
opening retained earnings (benchmark) or recognised in current profit or loss (allowed 
alternative). The nature and effect of the change in the current and prior periods should 
be disclosed by the enterprise. 

A change in accounting policy should be treated retrospectively by restating all prior 
periods presented and adjusting opening retained earnings (benchmark). In those 
situations where the adjustments relating to prior periods cannot be reasonably 
determined, the change may be accounted for prospectively. An allowed alternative for 
the adjustment arising from a retrospective change in accounting policy is to include it in 
the determination of the net profit or loss for the current period. 



Disclosure is required of the reasons for and effect and accounting treatment of the 
change. 

Disclosure is required about the nature and sale of discontinued operations. 

A change in accounting policy should be made only if required by statute or by the 
Malaysian Accounting Standards Board, or if the change results in a more appropriate 
presentation of financial statements. 
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