REVENUE DIVISION
) MINISTRY OF FINANCE AND ECONOMY
BRUNEI DARUSSALAM

INCOME TAX
PUBLIC RULING

Q ~ KEEPING OF BOOKS OF ACCOUNTS
SECOND EDITION

PR No. 01/2021
Second edition



Table of Contents

1. INTRODUCTION ...cotti ittt ettt ettt ettt e bt e sht e st e et et e e b e e sheesaeesase s bt et e ebeenbeenneesneesaeeennean 3
2.  RELEVANT PROVISIONS OF THE LAW....ouui e 3
3. INTERPRETATION et e e s e e e e e s e e e e e e e e e e e e e e e e e e e e e e e e e e s e e eeesaseseeasaassesasnnnnns 3
4. APPLYING THE LAW ... ettt ettt ettt ettt et et e et et et e et e e e e e e e e e e e e e e e e e e e e e e e e e e e e eeeeeeeeeeeeeeaeeees 4
4.1  Records / BOOKS Of ACCOUNES ..ccceiiiveiieriiieeeieeieiitteeteeeeesseesareeeeesssesassssseeeeesssssasssssseeeessssssssrsnes 4
4.2 Implications of failure to keep sufficient records.........ccuvvveiiieeiiicieeecceeece e 7
5.  TYPES OF RECORDS AND SOURCE DOCUMENTS THAT MUST BE KEPT ..coeeeeeiiieeeeeeee, 8
5.1 INCOME FECOTAS ..eeneiieiiee ettt ette ettt et ettt e st e sttt e st e st e e s bte e s bt e e bbeesabeesabeeesabeesbaeesnseesareeenanes 8
5.2 PUIMCRASE MBCOMAS. ..ttt b e sttt et sb e sbee st sabesbe e beens 8
5.3 o1 I =T o o LSRR 9
54 CONEract reVeNUE aNd COST.....iiiiiiiiiiiiiiii ettt sttt e b e b e sre e st e eaeean 10
5.5 MOLOr VENICIE AEAIETS ...eeineieiiiie ettt ettt ettt e b e sbeeesbeeenes 11
5.6 Accounting Records and SChEAUIES ........ooocuiiiiieiiie e e e 12
6. DETAILS ON DIFFERENT TYPES OF SOURCE DOCUMENTS ...cciiiiiiiiiieeee et e e 13
6.1 Cash Register Tapes/Till ROIIS.......ccuuiiiiiiiiie ettt ettt et et e s e eeteeeearee s 13
6.2 Delivery Order/ServiCe OFdEr .....ouiiii e iiieeire et sreeteebeeeveesre e e e s eesaaeeabeebeesbeesteessaesanenes 13
6.3 SAlES INVOICE ..coiiiiiiiiiee ettt sttt 13
LR O T [ A g To | TPV OPPPPOPR 14
6.5 (0] (ol T W =T ol =] o | USSP 15
6.6 PUIMCRASE OFUEN ...ttt ettt e s bt sbe e st e st e e sbeesbeesaeesanenas 15
6.7 D= o A o o ) <O P PR PRRUPPTPRPRPI 16
6.8 Documents Relating to IMports and EXPOrtS......cccuueeiiiiiieiiiieee et 16
6.9 L AV 0 T=Y 0 AV T o T=T oSSR 17
6.10  BanK StatemMENTS ..c..eeiiiiieiiie et e s e e e e sree e 17
(00 I N o T~ o Yo Yo 1SR 17
(o Y - [ 1T [ o IR TSP 18
6.13  Director’s REMUNEIATION.....cceiiiiiiiiiieteeeeeeree sttt sre e s es 18
Lo A 1 V=T o o] VA I &SRR 19
6.15  FiXed ASSEEt RECOIS ....uviieiiieiiie ittt et e s b e e smr e e sar e e smeeesaneeeane 19
(o I 2] =1 =T I o= Y Y 2SS 21
T A U1 1 | - | TSP USSP PTOPPRPOPR 22
B.18  FINANCING e it e e e e e e e e e e e e e e e e e s e e e e e e e e e e e e e e e e e e aeeeeaaeaeaeaeeaaeaaaaaaaaaaaneeeaaaaeenens 23
T SCHEDULES ...ttt ettt e e ettt et e e e e ettt e e e e e e e nabeteeeeee e s assbeeeeeeeeasannsaneaeeaeasanan 24
8.  UPDATES AND AMENDMENTS ... .ttt ettt e e e e s et ee e e e s e sbebe e e e e e e essnnrnneeeeeeeeanan 25
9. EFFECTIVE DATE ...ttt sttt st ettt b e s bt st st e bt e b e b e s beesbeesmeeenneen 25



INTRODUCTION

The objectives of this Public Ruling (PR) are to:

(i) Provide guidelines on the records and source documents that substantiate all
business transactions, that are to be retained for the purpose of income tax;

(ii) Explain the types of records that a company need to keep;
(iii) Explain ways on how to keep the records; and

(iv) Explain the consequences of failing to keep sufficient records.

RELEVANT PROVISIONS OF THE LAW

This PR applies in respect of section 56A of the Income Tax Act, Chapter 35.

INTERPRETATION
The words used in this PR have the following interpretation:
“Records” includes —

(a) Books of account recording receipts, payments, income and
expenditure;

(b) Invoices, vouchers, receipts and such other documents as in the
opinion of the Collector are necessary to verify the entries in any book
of account; and

(c) Any records relating to any trade, business, profession or vocation.

“Registered Office” means —

(a) To which all communications and notices may be addressed; and



(b) To which shall be open and accessible to the public for not less than 3

hours during ordinary business hours on each business day.

APPLYING THE LAW

A company is required under the Income Tax Act, Chapter 35 to keep and retain in
safe custody sufficient records to enable the income or loss of the company for the
basis period for any year of assessment to be readily determined.

It is the responsibility of company to ensure that proper records are kept to ensure
that the Income Tax declarations are duly supported with the required documents.

4.1 Records/ Books of Accounts

4.1.1 General requirements

(i)

(ii)

(iii)

(iv)

(v)

A company must keep records and books of accounts including
a cash book, a sales ledger, a purchases ledger and a general
ledger.

The type of books that should be kept will depend on the nature
and the size of the company. For example, a small retail shop
may only have a trading account whereas a manufacturing
company may have a production or manufacturing account.

A company must record transactions every day to keep records
up-to-date. Record keeping should not be left until the end of
the month or accounting period.

Source documents such as invoices, vouchers, bank statements,
pay-in slips, receipts for payments, payroll records and copies
of receipts issued must also be retained in safe custody.

A company must issue printed receipts and serially numbered
upon sales of goods and/or services, and the duplicate of every
such receipts must be retained.

A company must conduct inventory-in-trade valuation at the
end of every accounting period and maintain appropriate
records.



4.1.2 Sufficiency of records

4.1.3

Records can be kept in manual or electronic form and it should be

sufficient to explain each transaction and to enable a true and fair profit

and loss account and balance sheet to be prepared.

(i)

(i)

Manual Record Keeping

(a)

(b)

Manual record keeping is the recording of your company’s
business transactions in a physical form. Examples of
manual records are record books, receipts and physical
invoices;

When you keep your records manually, you must make
sure that you keep all your records in a legible and well-
organised manner. For example, you should retain
photocopies of receipts printed on thermal paper in case
the originals fade over time.

Electronic Records

(a)

(b)

Records can be kept electronically using a computer and /
or accounting software. This includes using Microsoft
Office applications, off-the-shelf accounting software,
customised accounting software and image systems.

Companies should ensure that proper internal controls
are put in place to ensure the integrity, completeness,
accuracy, availability and reliability of the electronic
records, including all transactions executed electronically,
where applicable.

The company’s business transactions must be supported by source

documents such as invoices/receipts from your suppliers, and

carbon/duplicate copies of invoices/receipts issued to your customers.

Place for keeping records

Records and books of accounts should be kept at the registered office

or the business premises of the company in Brunei Darussalam. If the

records and books of accounts for operations outside Brunei



4.1.4

Darussalam are kept outside Brunei Darussalam, the records and books

of accounts should be produced at the registered office or the business

premises of the company, when requested by the Collector of Income

Tax.

Period for keeping records

(i)

(ii)

(iii)

Records are to be kept/retained for at least 7 years from the
Year of Assessment (YOA) to which any income relates.

Example:

The financial year of a company is the year ending 30t June
2017 (YOA 2018).

The records of the company for the financial year ending 30t
June 2017 should be retained until 315t December 2024 — Year
of Assessment 2025 [i.e. more than 7 years from the year of
assessment to which the records relate].

Where if the return is not furnished within the time, relevant
records are to be retained for a period of 7 years from the date
the return is furnished.

Example:

The financial year of a company is the year ending 31
December 2012 (basis year for YOA 2013). The company fails to
furnish its income tax return for YOA 2013 on 30™ June 2013
and only manage to submit 30t" June 2014.

The records of the company for the financial year ending 31
December 2012 should be retained until 315 December 2021
[i.e. 7 years from the end of 2013 (the year in which the return
is furnished), and not from the end of 2012 (the year to which
the records relate)].

Where there is an appeal against an assessment, the relevant
records are to be retained until the appeal is finally determined.



4.2

Example:

Company A submits an appeals case relating to YOA 2014, to
the Income Tax Board of Review for review.

The records of the company for that particular YOA must be
retained until final decision has been made by the Income Tax
Board of Review.

4.1.5 Records to be kept in the Malay or English language

Records and books of accounts should be written in the Malay or the
English language. If the records and books of accounts are written in a
language other than the Malay or English language, a written
translation is to be provided, at the expense of the company, when
requested by the Collector of Income Tax.

4.1.6 Good record keeping practices
Advantages of good record keeping practices are as follows:
(i) Companies are able to make better business decisions;
(ii) Enhances awareness of the financial status of the company; and

(iii) Reduce cost and effort required to file Income Tax Returns and
replies to tax queries.

Implications of failure to keep sufficient records

In the event of insufficient records, the Revenue Division will refer to available
sources to estimate the company’s performance according to the best
judgment under section 61 of the Income Tax Act and make an assessment
accordingly. Certain outgoings or expenses claims not supported by sufficient
records may be disallowed.

The company may also be guilty of an offence for failing to keep and retain
sufficient records, and upon conviction, a fine of $10,000 and in default of
payment to imprisonment for 12 months.



TYPES OF RECORDS AND SOURCE DOCUMENTS THAT MUST BE

KEPT

Companies must keep sufficient records (including source documents) and be able to

explain all transactions relating to their income and expenditure.

51

5.2

Income records

Income refers to money or benefit that the company receives in exchange for

goods sold or services rendered. The records (including source documents) of

income that must be kept includes:

(i)

(i)

(i)

(iv)

(v)

(vi)

(vii)

Serially-numbered printed receipts or vouchers issued, or cash register
tapes as proof of all sales transactions;

Credit notes for returned goods by customers;

Export documents, e.g. delivery orders, bills of lading, air waybills,
export permits;

Business contracts or agreements signed with customers;

Evidence that payments have been received (e.g. bank statements and
bank-in-slips);

Rental agreements signed by both landlord and tenant as proof of
rental income; and

Records where inventory-in-trade is taken for private or personal
consumption by the shareholders and employees.

Purchase records

Purchase refers to materials, goods or services bought by the company for

resale purposes. The records (including source documents) of purchase that

must be kept includes:

(i)

Sales invoices, receipts or credit notes received from suppliers as proof
of all purchase transactions;
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(i)

(iii)

(iv)

(v)

Debit notes issued to suppliers;

Import documents e.g. bills of lading, air waybills, import permits,
subsidiary import certificates, inward summary reports from land, air
or sea transportation companies;

Business contracts or agreements signed with suppliers; and

Evidence that payments have been made (e.g. bank statements).

Expense records

Expenses refer to the money spent or cost incurred in a company. The records

(including source documents) of expenses that must be kept includes:

(i)

(i)

(i)

(iv)

(v)

(vi)

(vii)

(viii)

Sales invoices or receipts received for the expenses as proof of all
business expenses;

Payment vouchers for payments made for goods or services received
(with acknowledgement of receipt by the recipient) and the relevant
contracts or agreements signed with the good or service providers;

Rental agreements signed by both landlord and tenant for the rental
expenses;

Payment vouchers for employee remuneration (including staff,
directors, shareholders and others);

Document outlining the benefit-in-kinds and other payments provided
to staff, directors and shareholders (e.g. employment contract, human
resource policies and other documentation);

Receipts and other documents from Tabung Amanah Pekerja (TAP) and
Supplemental Contributory Pensions (SCP) for the contributions made
by employer;

Evidence that payments have been made (e.g. bank statements);
Minutes of Annual General Meeting or Extraordinary General Meeting

reflecting the approval of fees, remuneration and other payments to
the shareholders and directors; and
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(ix) Correspondences between the company and other parties (e.g. email
correspondences, message conversation, and letters).

Contract revenue and cost

Revenue and Cost Records - Contract schedule (Appendix 2B) should detail all
the information relating to the company’s projects that are completed and in
progress during of which the income relates.

The schedule shows the length of period for each project with their estimated
contract value and cost. The schedule will also include the cumulative and
current year’s progress billing as well as cost of work for each of the project.
The schedule comprise information as follows:

(i) Project name and code;

(ii) Period of contracts;

(iii) Estimated contract value and cost;

(iv) Opening and closing balance of progress billings;

(v) Progress billing as at current basis period (Closing balance) and
Progress billing as at prior basis period (Opening balance);

(vi) Current year Progress billing;

(vii)  Cost of work as at current basis period (Closing balance) and Cost of
work as at prior basis period (Opening balance);

(viii)  Current year cost of work;

(ix) Confirmation on the completion of project;

(x) The percentage of completion (progress) based on the contract
estimation;

(xi) Actual profit / loss recorded by each project for both ongoing and
completed contracts;

10
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(xii)  Loss deductions not allowed;

(xiii)  Confirmation if the project is in defect liability period.

Documents should be kept include:

(i) Project expenditure incurred related to each project (supporting
documentations e.g. payment vouchers for salaries and wages, invoices
of materials, invoices of purchases, transport, freight, insurance policy,
tenancy agreement for rental expenses etc.). Refer paragraph 5.2 and

5.3 for details.

(ii) Progress billings — invoices that are submitted for works completed to
date on extensive project.

(iii) All payment certificates from customer or main contractor for all
projects.

Motor vehicle dealers

The Revenue and Cost Records — Motor Vehicle Dealers schedule (Appendix
2C) is required to be filled up by motor vehicle dealers companies and should
include the following information:

(i) Car model;

(ii) For cost of the year:

(a) Thesupplier’'sinvoice date, invoice number and supplier’s name.

(b)  The total cost which includes the purchase amount, import
duties, freight charges, transportation etc.

(iii) For sales:

(a) The invoice number, invoice date and the name of customer.

(b) Sales price

(iv) Margin

11



5.6

Documents to be retained include supplier’s invoices, sales invoices, hire

purchase agreement of customers, import and transportation documents.

Accounting Records and Schedules

5.6.1

5.6.2

5.6.3

The company is required to keep accounting records and schedules in
a systematic order that include:

(i) Inventory listings to record inventory on hand and inventory-in-
transit at the end of each accounting period;

(ii) Sales listings/ledgers that record all the sales transactions;

(iii) Purchase listings/ledgers that record all the purchases
transactions;

(iv) General ledgers to record assets and liabilities as well as income
and expenses;

(v) Detailed schedules of operating expenses such as motor vehicle
expenses, overseas and local travelling expenses,
entertainment expenses, repair and maintenance expenses,
and utility charges (telephone, water and electricity); and

(vi) Fixed asset schedules, including assets disposed and purchased
during the accounting period.

The accounting records and schedules for a financial year can be used
to prepare a company’s Profit and Loss Statement and Balance Sheet
as per Appendix 1A and 1B.

The company must keep the source documents (e.g. receipts, invoices,
vouchers, other relevant documents) that explain how these
accounting records and schedules were derived, should the Revenue
Division request for an explanation. Failure to keep source documents
may result in the Revenue Division to exercise its best judgement to
estimate revenue earned, disallowing claims for expenses and capital
allowances, and imposing penalties.

12



6.

DETAILS ON DIFFERENT TYPES OF SOURCE DOCUMENTS

6.1

6.2

6.3

Cash Register Tapes/Till Rolls

A cash register with an internal tape can be used to record all cash sales. When
using a cash register, the company must ensure that all cash sales are recorded
in the cash register and that the internal tape is retained as a source document.
The company can record the total amount of cash receipts manually or
electronically at the end of each day.

Delivery Order/Service Order

Delivery order / service order is a document addressed to a customer that
records an order for delivery of goods. It does not contain financial
information, just the product details and quantity. When the goods are
delivered, the customer will sign for acknowledgment receipt of the goods. It
should include the following information:

(i) An identifying number (serially printed numbered);

(ii) Date when goods was delivered/date of service rendered;

(iii) Company name and address;

(iv) Customer name and address;

(v) A description of goods delivered/services provided;

(vi) For each description of goods or services supplied, the quantity of
goods or the extent of services; and

(vii)  Acknowledgment date and signature.

Sales invoice

Sales invoice is a request of payment from the customer for goods sold or
services provided. The document records the sale of goods or services to a

customer. If the customer pays in cash and not by cheque, the company must
show clearly in the sales invoice that payment has been received and the date

13



6.4

of receipt of the payment. The sales invoice should include the following

information:

(i) An identifying number (serially printed numbered), e.g. invoice
number;

(ii) Date of issue of the invoice;

(iii) Company name and address;

(iv) Customer’s name and address;

(v) Sufficient description of the goods or services supplied;

(vi) For each description of goods or services supplied, the quantity of
goods or the extent of services, and the price;

(vii)  Payment term;

(viii)  Trade and cash discount offered (if any);

(ix) The total price; and

(x) Authorised date and signature.

Credit note

Credit notes are issued to customers for goods which have been sold but later
returned, or to give credits to the customers. The returns of goods due to e.g.
incorrect quantity, defective or damaged goods, or incorrect invoicing; or
partial/full waiver of charges before the delivery of goods need to be recorded
because they reduce the sales figures. A credit note should include the
following information:

(i) An identifying number (serially printed numbered);

(ii) Date of goods returned/date of issue of the note;

(iii) Company name and address;

(iv) Customer’s name and address;

14



6.5

6.6

(v) Sufficient description of the goods returned including date of
transaction, product detail, quantity, price per unit;

(vi) The identifying number and date of original invoice issued;

(vii)  Any cash discount offered and reasons for the credit given; and

(viii)  The total amount.

Official receipt

When the company issues a receipt to a customer, the duplicate copy of the
receipt must be kept for reconciliation with the income transaction, and must
be serially numbered. An official receipt should include the following
information (as a result of sales or other incomes):

(i) An identifying number (serially printed numbered);

(ii) Date of transaction;

(iii) Company name and address;

(iv) A description of the goods or services supplied;

(v) For each description of goods or services supplied, the quantity of
goods or the extent of services and the price; and

(vi) The total amount.

Purchase Order

Purchase order is a commercial document issued by the company to order
goods or services from supplier. It should include the following information:

(i) An identifying number (serially printed numbered);
(ii) Date of goods/services ordered;

(iii) Company name and address;

15



6.7

6.8

(iv) Supplier name and address;

(v) A description of goods/services ordered;

(vi) For each description of goods or services, the quantity of goods or the
extent of services and the agreed price; and

(vii)  Total amount.

Debit note

Debit notes are issued to suppliers for materials or goods which have been
purchased but later returned. A debit note should include the following

information:
(i) An identifying number (serially printed numbered);
(ii) Date of goods return/date of issue of the note;

(iii) Supplier’s business name and address;
(iv) The company’s name and address;

(v) Description sufficiently of the goods returned including date of
transaction, product detail, quantity, price per unit and reasons for the
return; and

(vi) The total amount.

Documents Relating to Imports and Exports

The company is required to keep all the import and export documents such as
the import and export permits, subsidiary import certificates, notes of
shipment, parcel dispatch notes, courier consignment notes, bills of lading, air
waybills, inward summary reports from land, air or sea transportation
companies, invoices, purchase orders, packing lists, delivery notes, insurance
documents and evidence of payments made.

16



6.9 Payment Voucher

A payment voucher should include the following information (as a result of
purchases or for any other expenditures):

(i) An identifying number (serially printed numbered);

(ii) Date of payment;

(iii) Company name and address;

(iv) Payee name and address;
(v) Description of payment and amount;

(vi) Mode of payment; and

(vii)  Authorised signatures.

6.10 Bank Statements

Bank statements, which show your transactions with the bank during the
month, are vital to the company’s record keeping and should be safely filed in
chronological order. Companies must retain all business-related bank
statements. Regular depositing of all business receipts into the company bank
account enables easier tracking of business income.

Bank statement details may differ from your records as direct debits, bank
charges and interest may be deducted from your bank account. You will not
know the amount of these deductions until you receive the bank statements.
You are advised to do regular bank reconciliation to update your records with
the deductions stated in your bank statements.

6.11 Log book
Log book for each motor vehicle should include:

(i) Vehicle model, registration number and registered name;

(ii) Date and time on which the trip started and ended;

17



6.12

6.13

(iii) Nights taken home by employee;

(iv) Odometer reading at start of trip;

(v) Odometer reading at end of journey;

(vi) Number of kilometers travelled in the course of the trip;
(vii)  Description of trip;

(viii)  Drivers’ full names and signatures; and

(ix) Portion kilometers for personal and business use.

Salaries and wages

Salaries and wages (Appendix 6A) include wages, salaries, bonuses,
commission, overtime, allowances and other benefits. You need to keep the
following records:

(i) Details of employees, including full name, identification number and
designation, and roles and responsibilities;

(ii) Payment vouchers; and

(iii) TAP and SCP statements for your claims of employer’s TAP and SCP
contributions.

Director’s Remuneration
The Director’s Remuneration is the compensations made by the company to
the directors in the form of fees, salary, bonus, other benefits-in-kind or

benefit-in-cash with approval by the shareholders and board of directors.

Every company that is claiming for director’s remuneration should submit the
‘Directors’ Remunerations’ Records (Appendix 6B).

Information that should be recorded are as follows:

(i) Details of the directors/shareholders such as full name, identification
number and designation;

18



6.14

6.15

(ii) Status of director - full-time, part-time or inactive;

(iii) Duties and responsibilities of the directors/shareholders;

(iv) Shareholding details such as number of shares and percentage of
shares owned;

(v) Amount claimed for each remuneration;

(vi) TAP and SCP contributions (if applicable); and

(vii) Relationship between director/shareholder and other entities.

Supporting documents such as director’s appointment letter, Director’s
Resolution, minutes of meeting, TAP and SCP statement, and justifications and
computation of fee, bonus and commissions should be kept for record
purposes.

Inventory Lists

Preparing an inventory list will help the company to keep track of the inventory
on hand at the end of each accounting period. Inventory includes anything
produced, manufactured, acquired or purchased for the purpose of
manufacture or sale. To determine the closing inventory value, a physical
inventory count should be carried out at the end of each accounting period.

Fixed Asset Records

A fixed asset records should detail all the expenditure incurred relating to the
company’s fixed assets. The companies are required to prepare a fixed asset
records at the time the companies start the business to record the assets
purchased. This schedule should record all fixed assets owned by the company
during the year.

A company usually has a number of assets such as furniture and fitting, plant
and equipment, machineries and motor vehicles. There are two schedules that

are required to be filled up for recording the fixed assets:

(a) Motor Vehicles

19



(b)

The Fixed Assets Records - Registered Motor Vehicles schedule
(Appendix 11A) should only details all the expenditure relating to
company’s registered motor vehicles.

The following details should be recorded for each motor vehicle
purchased:

(i) Type of motor vehicle;

(ii) Registration number and registered owner;

(iii) Year of purchase;

(iv) Cost of the assets;

(v) Purpose of motor vehicle in relation to business activity;

(vi) Qualifications and computations for capital allowance;

(vii)  Method of payment (Hire purchase, leasing or cash);

(viii)  New or used vehicle; and

(ix) Disposal of the asset indicating date of disposal and sales
proceed (if applicable).

Other Fixed Assets

The Fixed Assets Records — Other Assets schedule (Appendix 11B)
should record each asset (other than registered motor vehicles above)
purchased with the following details:

(i) Type of assets;

(ii) Description of assets;

(iii) Year of purchase;

(iv) Cost of the asset;

20



(v) Purpose of assets in relation to business (only for assets that
cost more than $10,000);

(vi) Qualifications and computations for capital allowance;

(vii)  Method of payment (Leasing, hire purchase, loan or cash);

(x) Disposal of the asset indicating date of disposal and sales
proceed (if applicable).

Documents such as Motor vehicle or Trailer registration book, contracts of

purchase or sale (e.g. hire purchase and leasing agreements), payment receipts
and invoices should be kept.

6.16 Related Party
A related-party transaction can be referred as deal or arrangement between
two or more parties who are joined by a pre-existing business relationship or

common interest.

Information relating to related party transactions should be disclosed in the
Related Party Disclosure schedule (Appendix 13) such as:

(i) The company or business name registration number (ROCBN
registration number), IC number or passport number and name of the

related party;

(ii) Type of transactions (e.g. sales, purchases, rental, expenses, payment
on behalf, loan or borrowing, etc.);

(iii)) Amount; and

(iv) Transaction account classification (debit and credit posting).

For example: Sales to related party ABC Sdn Bhd. Transaction
classification as per below:

Debit — Due from ABC Sdn Bhd
Credit — Sales

21



6.17

Company needs to keep documents such as the agreement between parties
involved and relevant records (e.g. Sales invoices, purchases invoices, etc.) in
regards to transaction between related parties.

Rental

Rental can be defined as a payment made when you rent out property or asset
for a specific amount of time and is governed by stamped written agreement.

The company is required to keep all records of their rental expenses such as
the tenancy or lease agreement, payment vouchers, official receipts, and etc.

In addition, the company is required to fill in Rental Expenses Records —
Immovable Properties (Appendix 14A) and Rental Expenses Records —

Movable Properties (Appendix 14B).

In this schedule, the following details should be recorded for every rental of
property / asset:

(i) Property / Asset type (e.g. factory, shop-house, office space etc.);

(ii) Description of the asset (e.g. Toyota Avanza, photocopy machine, etc.);

(iii)  Address / location of the property / asset;

(iv) Property / Asset ownership;

(v) Asset registration number (e.g. vehicle registration number, asset ID
number, and etc.);

(vi) Name of lessor;

(vii)  Company relationship with lessor/ vehicle owner;

(viii)  Purpose of the rented property / asset;

(ix) Name of the occupants / user of assets;

(x) Rental period (start date and end date);

(xi) Occupants’ designation (relationship with the company);
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6.18

(xii)

(xiii)

Period of rental; and

Monthly and annual charge.

Financing

Financing records (Appendix 15) needs to be documented if the company

obtains its financing from financial institution, related party, directors or

shareholders as shown in its current or non-current liability in the company’s

Balance Sheet. Information that should be recorded are as follows:

(i)

(i)

(i)

(iv)

(v)

(vi)

(vii)

Type of financing (Bank loan, overdraft, mortgage, hire purchase, loan
to/from director, and etc.);

Name of lender;

Financing period (start date and end date);

Drawdown amount;

Purpose of financing — Company needs to identify and segregate the
financing amount according to its purpose of either business or non-
business purpose;

Interest rate and amount — Company needs to identify and segregate
the interest amount according to its purpose of either business or non-
business purpose; and

Financing amount during the basis period — Company to record the
opening balance of each type of financing as at the beginning of the
accounting period, payment during the year and the closing balance as
of the end of the accounting period.

Documents such as bank facility letter (if financing made from financial

institution), repayment schedule, trust receipts documentation, payment

vouchers and financing agreement (including agreement with director) should

be kept for record purposes.
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SCHEDULES

The company is required to prepare and keep the following schedules. Please take

note that the list is by no mean exhaustive and only intended to illustrate the

minimum record keeping of the company.

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)
(xi)
(xii)
(xiii)
(xiv)
(xv)
(xvi)
(xvii)
(xviii)
(xix)
(xx)
(xxi)

Schedule 1A — Profit and Loss

Schedule 1B — Balance Sheet

Schedule 2A — Revenue Records — General

Schedule 2B — Revenue and Cost Records - Contract

Schedule 2C — Revenue and Cost Records - Motor vehicle Dealers
Schedule 3A — Purchases Records

Schedule 4 — Sales Return Records

Schedule 5 — Purchases Return Records

Schedule 6A — Salaries and Wages Records

Schedule 6B — Directors’ Remuneration Records

Schedule 7 — Inventory Records

Schedule 8 — Motor Vehicles Expenses Records

Schedule 9 — Travelling Expenses Records

Schedule 10 — Entertainment Expenses Records

Schedule 11A — Fixed Assets Records — Registered Motor Vehicles
Schedule 11B — Fixed Assets Records — Other Assets

Schedule 12 — Repair and Maintenance Records

Schedule 13 — Related Party Disclosure

Schedule 14A — Rental Expenses Records — Immovable Properties
Schedule 14B — Rental Expenses Records — Movable Properties
Schedule 15 — Financing Records
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8.

UPDATES AND AMENDMENTS

This Ruling is published to replace Income Tax Public Ruling for Keeping of Books of Accounts (PR NO.
05/2017) issued on 1% January 2018. The changes made to this Public Ruling is summarised as follows:

Paragraph

Remarks

5.4 Accounting records schedules

Renumbered as paragraph 5.6

5.4 Contract revenue and cost

New paragraph inserted

5.5 motor vehicles dealers

New paragraph inserted

6.12 Staff remuneration

Amended

6.13 stock in trade list

Amended and renumbered to paragraph 6.14

6.13 director’s remuneration

New paragraph inserted

6.15 Fixed Assets Schedules

Amended

6.16 Related Party

New paragraph inserted

6.17 Rental New paragraph inserted
6.18 Financing New paragraph inserted
7. Schedules Amended

EFFECTIVE DATE

This ruling is effective commencing 3™ April 2021.
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