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LEARNING OBJECTIVE:

Definition of 'basis year'?

The period (not exceeding twelve
months) for which the Group Holding
Company of the particular PIC Group to
which that subsection refers makes up its
accounts.

Definition of 'basis period'?

The basis period for a company, co-ope​‐
rative or trust body is normally the
financial year (FY) ending in that
particular YA. For example the basis
period for the YA 2021 for a company
which closes its accounts on 30 June
2021 is the FY ending 30 June 2021.

Definition of 'accou​nting period'?

An accounting period is any time frame
used for financial reporting. Transa​ctions
that fall within a given date range form
part of the statements or reports for that
Accounting period. An accounting period,
or reporting period, is often 12 months.

Correct determ​ination of basis periods

Determ​ination of basis period of companies on commen​cement of business and change of accounting date

?

Determ​ining the basis period for a YA is important as it determines the period in which:

- income arising is recognised and duly reported;

- expenses are treated as incurred, thus deduct​ible; and

 

Correct determ​ination of basis periods
(cont)

- capital expend​iture on assets is treated as incurred, and prima facie eligible for initial allowance and annual allowance.

Correctly determ​ining the basis period is therefore signif​icant in the following aspects of tax manage​ment:

- Accurately determ​ining the adjusted income, the correct claim for capital allowances and, thus, the chargeable income and tax liability for a YA

- Providing a basis for the estimation of tax chargeable for the relevant basis periods, and

- Identi​fying the compliance respon​sib​ilities for the respective YAs.

Relevant provisions and public rulings

The provisions of the Income Tax Act 1967 relating to basis periods are as follows:

- Section 20 – Basis years

- Section 21 – Basis periods for persons other than companies, LLP, trusts etc; and

- Section 21A – Basis periods for a company, limited liability partne​rship (LLP), trust or co-ope​rative societ
y

- Section 42(2) – Overla​pping periods

- Section 107C(4) and (4A) – Basis periods on commen​cement of operations

- Section 107C(11B) and 120(1)(i) – Failure to notify consti​tutes an offence and recove​rab​ility

 

INTROD​UCTION

A company is chargeable to income tax in
respect of all its sources of income for a
year of assessment (YA).

The income from a source is determined in
relation to the basis period for a YA.

BP sets the time frame for the ascert​‐
ainment of income for each source.

Is governed under Section 20, 21 and 21A
of the Act.

Reason for important?

1 Any revenue expenses incurred before the
 DOC is not deductible in arriving the
adjusted income.

2 Capital allowance on qualifying capital
expend​iture would be available beginning f
rom the first BP where the commen​cemen
t date falls.

3 It results in the determ​ination of the fi
rst YA.

Why are the commen​cement date & the
year-end date are important? 

PR8/2014

Commen​cement of operation

Changes of accounting period
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FORMAT

 

Section 21A(2)

- Where a company commences business
on a day in a basis year.

- Accept the AP.

1  set of accounts consist of 12 months

Section 21A(5)

- Required by the law of the place to close
its accounts on a specified day or

- Being a company within a company, is
required to close its account on specified
day to coincide with the group year end

- Accept the AP

Required by law

Section 21A(6)

- Where a company commences a new
business and is currently carrying on one or
more other businesses

- The new business will be treated as
having the same basis period as the old
business

- Accept the AP

New business source

Section 21A(4) - Amended**

- Is amended to simplify the BP on
commen​cement

- The BP of the company depends on the
closing date of the accounts

- Applicable to the 1  set of account closed
in 2014 onwards

 

AP ending in the same year

- BP = AP

- Accept the AP

- March 2021

[21A(4​)(a)]
Q March 2021

AP ending in the following year

- BP = AP

- Accept the AP

[21A(4​)(b)]
Q February 2021

AP ending in the 3rd year

- BP = AP

- Accept the AP

[21A(4​)(c)]
Example in the PR8/2014
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The concept of failure year:

'Failure year' means the year in which there
is failure to close the accounts to the normal
accounting date. 
Based on PR8/2014

What is the 'Failure Year'?

It is when the company fails to make up
accounts for a 12-month accounting period,
either

- less than 12 months or

- more than 12 months due to changes of
the accounting date

Changes in the AP

1 Ending in
the same
year

The new AP would be
added with the following
AP

2 Ending in
the following
year

No adjustment is
needed

  Accept the AP

3 Ending in
the 3
years

The AP will be apport​‐
ioned equally between 2
YAs

Changes ending in the same year:
Q February 2021 & December 2019

Changes ending in the following 
year:
Q March 2021 & December 2018

Changes ending in the 3rd year:
Q February 2021 & June 2019

 

What is Overla​pping Period?

Q March 2017 Overla​pping period is
the period that appears
in two year of
assessment

Tax implic​ation for Overla​pping Period

- Adjusted income​/loss in the overla​pping
period will be taxed in the first Year
Assessment (YA)

- The adjusted income of the following YA
would be reduced by the adjusted
income/oss of the overla​pping period

- Sept15​/Ma​rch17

Notifi​cation on IRB

[21A(3A)]

With effect from YA 2019, the change of
AP requires the notofo​cation to IRB within 3
0 days via form CP 204B either from the
end of:

- New accounting year end; or

- Old accounting year end

Whichever is earlier

Q March 2021

Non-Co​mpl​iance

[Section 120(1)(i)]

Failure to notify the IRB on the change of
accounting date consti​tutes an offence

Upon convic​tion, taxpayer would be liable
to:

- A fine between RM200 and RM20,000; or

- Impris​onment for a term not exceeding 6
months; or

- Both

 

Penalty or presum​ption on existing year end

Section 21A(3A) mandat​orily imposes the notifi​cation requir​ement to IRB on
change of your end.

Without such notifi​cation on the change of accounting date, the IRB would
presume the existing year end continues

The change of accounting date involve variation of month in YA, penalty
would be imposed on:

- Late payment of monthly instal​ments [Section 107C(11B)
]

- Late submission on tax return [Section 112C(3A)]

Such penalties shall continue to be recove​rable as if it were tax due and
payable
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