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USE OF ALTERNATIVE ELEMENTS OF THE ENTERPRISE ACCOUNTING
POLICY IN TAX PLANNING

BUKOPUCTAHHSA AJTBTEPHATUBHUX EJIEMEHTIB OBJIIKOBOI ITOJITUKHA
HIANPUEMCTBA B IOJATKOBOMY IIVTAHYBAHHI

3acopoonini AT,  Onixoecexuii  BA., Xowmun Il
Bukxopucmanm anvmepramuenux enemenmnis 00nikogoi noimuru
nionpuem cmea @ nooamkoeomy nianyeanti. Hayxoeo-wemoouuna
cmamms.

B OCHOBi MNOJATKOBOTO IUIAHYBAaHHS JIGKUTh HOIIYK
0araToBapiaHTHOCTI Ta NPUHHSITS ANbTEPHATHBHUX PillleHb, IO
BHOKDEMJIFOE ~ HOro  BiIl  NOJATKOBOrO  OIO/DKCTYBAaHHL

AnbTepHaTHBHICTE € (YHIAMEHTAIBHOIO YMOBOIO peami3amii
KOHIICMIT MOJATKOBOTO TUIAHYBAHHS Ha IIPUEMCTBI 3 METOIO
onTUMizamii BHIpar, 3VINBIICHHS IOXOMB Ta (hiHAHCOBUX
pe3yJIsTaTiB MiANPUEMCTBA. Y CTarTi PO3TJBIHYTO AJbTCPHATHBHI
BapiaHTH  E€JIEMEHTIB  OOJIKOBOI  IIOJITHKMA  ITiJIPHEMCTEA,
nepefOadeHi YMHHUMH 3aKOHO/ABY0-HOPMATHBHUMH  aKTaMH,
OOIPYHTOBaHO MOXUIMBICTh BAKOPUCTAHHS EJEMEHTIB OOJIKOBOT
MOJITUKA Yy TOJATKOBOMy IUIAHYBaHHI 3 METOI0 3HIKCHHS
[0JIATKOBOTO HABAHTAXKCHHS Ha Cy0 €KT TOCHOJApPIOBAaHHS, a
TaKOX pPO3pOOJIEHO METOAWKYy BHKOPUCTAHHA albTE€PHATHBHUX
CJIEMEHTIB O0JIIKOBOI MOJITHMKA B peamizauii mmu cyd’eKTamu
KOHIIEMNIIi] IT0IATKOBOTO IIJIaHy BAHHSL.

Kniouogi cnosa: nooam koee nianyeaHHs, aivimepHAMUEHICII b,
sapianm Hicmo 0 ONIKy, N00aAMK08a NONIMUKA .

Zahorodniy A.G., Olikhovskyi V.Ya., Homin G.I. Use of
altemative elements of the enterprise accounting policy in tax
planning. Scientific and methodical article.

Tax planning is based on the search for multivariate and
altemative decision making, which separates it from tax budgeting.
Altemativeness is a fundamental condition for implementing the
concept of tax planning at the enterprise in order to optimize costs,
increase revenues and financial results of the enterprise. The article
considers altemative variants of the accounting elements of the
enterprise, provided by the current legislative and regulatory acts,
substantiates the possibility of using the elements of accounting
policies in tax planning in order to reduce the tax burden on the
entity, and develops a method of using altemative elements of
accounting policies in the implementation of these tax planning
concepts.
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icro-level tax planning is a system of

measures  planned, reasoned and

implemented by a business entity to

reduce its tax burden. Such planning,
which is a basis for the formation of the enterprise tax
policy, is carried out in the legal field, which is in
accordance with the current legislation, and is based
on specific principles and methods and involves the
development and use of certain tools and schemes.
The basis of tax planning is a choice between various
options for the imp lementation of enterprise financial
and economic activities and the placement of its
assets in order to minimize tax liabilities that arise. In
the light of this, the study of possible variants of
alternative decisions that business entities can use to
implement their tax planning concept is relevant and
requires scientific research and justification.

Analysis of recent research and publications

The problem of tax management, including tax
planning, is the subject of scientific researches by
many Ukrainian and foreign scholars. Hundreds of
monographs and scientific articles are devoted to it. In
particular, only in Ukraine the theoretical and applied
aspects of tax planning have become the subject of the
dissertation research of Butenko K.V., Halkin IL.H.,
Hlushchenko Ya.l., Yelisieiev A.V., Zabaren-
ko Yu.A., Karpova V.V., Mihunova M.l., Musiienko
O.l., Olikhovskyi V.la., Tkachyk L.P. and Fedyshyn
N.I. Some of these studies concern the issues of
alternativeness in tax planning. In addition, these
issues are considered in the scientific works of
Adamyk 0.V, Horbunov A.R., Desiatniuk O.M.,
Ivanov Yu.B., Kirsh O0.V., Kozhynov V.la,
Krysovatyi A.l., Petrosiants K.V., Pidluzhnyi M.P.,
Slavinska M.O. and other scientists.
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Usolved as pects of the problem

Although scientists pay much attention to the
issues of a choice of alternative elements of the
enterprise accounting policy in order to reduce tax
burden and the procedure for their use in tax planning
are the ones that need solving.

The aim of the article is to investigate the
alternative elements of the enterprise accounting
policy and their use in tax planning.

The main part

To implement the enterprise tax planning concept,
the principles on the basis of which the methodology
for such planning is developed and which are divided
into general and special ones are of particular
importance. The general ones include the principles
typical of the enterprise internal corporate planning as
a whole and tax planning as its component (principles
of unity (systemacity), participation, continuity,
flexibility, accuracy), and special ones include the
principles that are inherent only in tax planning
(principles of legality, complexity, the optimal risk
and benefit ratio, prospects, alternativeness and
naturalness) [1].

Among special principles of tax planning, the
principle of alternativeness is particularly important
for its implementation which means that the selection
and development of payment minimization schemes
should be carried out on an alternative basis, by
different variants for a business transaction
processing. The availability of alternatives allows
extending the scope of the analysis of possible tax
options in order to choose the one with optimal
indicators and thereby increase the efficiency of the
results of tax planning measures [1]. This principle is
also referred to as the principle of multi-variance or
the principle of diversification in the works of other
authors.

At the same time, alternativeness as the choice of
a better or optimum option of two or more variants is
a fundamental condition for the implementation of the

enterprise tax planning. Tax planning alternativeness

can be implemented both at the stages of the

enterprise creation and operation and in the process of
its liquidation, and is conditioned by the possibilities
of the choice of:

— elements of taxes, the significance of which
depends on types of activity, types of products,
conditions of production, etc. — first of all tax rates
and tax benefits;

— a tax system, where alternative tax systems are
provided for by the legislation in addition to the
main system;

— the place of the enterprise registration, in
particular in free (special) economic zones or
offshore territories with preferential tax regimes;

— the organizational and legal form of an entity;

— types of activities, types of works and services
according to the criterion of their tax capacity;

— the mechanism of income and profit distribution;

— other alternatives.

However, most tax planning alternatives are due to
the possibility of accounting alternativeness. In the
monograph "Accounting Multi-Variance: Historical
and Theoretical Aspects™ Professor S.F. Lehenchuk
scientifically substantiates that the means of
accounting  regulation include: firstly, rules
(imperatives) of accounting, which unambiguously
regulate the order of accounting representation of the
consequences of the enterprise economic life and
prevent any deviations from it; secondly, accounting
alternatives are a set of equivalent imperatives, the
availability of which allows choosing one of them.
The mechanisms for their implementation correspond
to these means: the imperative behavior — to the first
one and an accounting choice — to the second one,
that is, a choice of one of the possible alternatives by
the accounting entity [2].

There are five types of accounting variance
concepts, the differences between which are presented
in tab. 1.

Table 1. Concepts of variance in accounting

Concept Type

Concept Essence

Concept of absolute
mono-variance

Absence of any accounting alternative options

Concept of mono-
variance extension

In the vast majority of cases, accounting is regulated by setting clear imperatives, but in
some cases, alternative accounting variants are provided in corresponding documents

Concept of limited multi-
variance

Provides simultaneous application of accounting imperatives and a set of alternatives to
reflect the consequences of economic life

Concept of partially

limited multi-variance - S
accounting princip les.

Accounting is governed solely by the use of sets of alternatives and involves a choice of one
particular alternative from each set and taking into account restrictions provided by

Concept of absolute
unlimited multi-variance

imply any restrictions

Accounting is regulated only by the use of sets of alternatives, the choice of which does not

Source: compiled by the authors on the materials [2]

In Ukraine, after the declaration of independence
in 1991, the process of forming a new accounting
system began, which consisted in regulating its
principles and methods and moving from the Soviet
model of extended accounting mono-variance to the
model used in the United States and in many

developed countries, namely, to the market model of
limited multi-variance, which is realized through
accounting policy formation by each enterprise.

In the accounting practice in many developed
countries of the world, the term "accounting policy",
as a set of ways of accounting has been used by
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enterprises for a long time. In our country, this term
was officially introduced in 1999 after the adoption of
the Law of Ukraine "On Accounting and Financial
Reporting in Ukraine™ of July 16, 1999 Ne 996-XI1V
[3] and Accounting Regulation (Standard) 1 " General
Requirements to Financial Reporting"”, approved by
the Decree of the Ministry of Finance of Ukraine of
31.03.1999 Ne 87 [4]. According to these documents,
an accounting policy is a set of principles, methods
and procedures used by an enterprise to prepare and
submit financial statements. International Accounting

Accounting Estimates and Errors™ interprets an
accounting  policy as  “specific  principles,
fundamentals, arrangements, rules and practices that a
business entity applies in the preparation and
presentation of financial statements” [5]. As Professor
M.S. Pushkar points out "An accounting policy is the
constitution of financial accounting” [6].

The elements of the enterprise accounting policy
cover almost all components of assets, coverage,
income and expenses, and other accounting objects.
The main objects and elements of the enterprise

Standard 8

"Accounting Policies,

Changes in  accounting policy are given in tab. 2.

Table 2. Objects and elements of the enterprise accounting policy

Accounting Policy Objects

Accounting Policy Elements

Share capital

Procedure for increasing the share capital

Reserve capital

Order of the formation and use of the reserve capital

Additional capital

Determination of the share of the additional capital belonging to participants

Fixed assets, non-current tangible
assets of low cost, intangible assets

Distinguishing fixed assets from the other related types of assets; terms of useful use;
methods of depreciation calculation; procedure for the revaluation of fixed assets;
procedure for accounting the costs for fixed assets maintenance and repair

Financial instruments (financial
assets, financial liabilities, etc.)

Procedure for crediting the balance; initial estimation and representation in the balance
sheet; methods of accounting, valuation, depreciation (discounts, premiums)

Investment real estate

Procedure for identifying and evaluating investment real estate

Stocks

Order of the distribution of storage and procurement cogs; methods of the valuation of
disposable assets; order of the valuation of goods in trade organizations

Current receivables

Order of the evaluation and representation in the balance sheet; method of the formation
of doubtful debt reserve

Coverage

Composition, procedure of the formation and use of reserves of future expenses and
payments

Income and expenses for the
reporting period

Object of accounting production costs; composition of the expenses that form the cost of
production; estimation of the expenses that are accounted for by the object of accounting;
method of accounting production cogs; allocation of costs for fixed and variable ones, by
cost elements, by costing items; staff remuneration system; procedure for the exchange
and distribution of overhead costs; distribution of transport and procurement cogs;
method of the estimation of performed works in calculations with the customer; method of
allocating the cost of production to its realized part and the part in work in progress;
method of estimating work in progress; composition of the costs of future periods and the
procedure for writing them off for production costs; method of estimating liabilities;
method of determining receipts and the financial result from the sale, in particular to

determine the tax base

Currency

Order of accounting for exchange differences

Special purpose funds

Composition, procedure of the formation and use of special purpose funds

Construction contracts

Method of determiningthe level of completion of works under a construction contract

Source: compiled by the authors on the regulatory documents

The information given in tab. 2 indicates that the
enterprise accounting policy due to the alternativeness
of its elements is multivariate and can significantly
affect its costs and financial results. O.A. Lahovska,
having applied the basic principles of combinatorics
to the accounting policy elements, which are provided
by the alternative variants of accounting under the
P(S)BO [National Accounting Regulation (Standard)],
found that there are 622080 (!) variants of the
financial result of the enterprise activity [7].
According to T. A. Bondar "the availability of
permitted alternative variants of valuation, as well as
their modification, allows varying factors that affect
financial  performance indicators  within  the
accounting policy”. The existence of such variance
provides for the organization of the accounting of
individual nature, taking into account the interests of
the owner and the enterprise management system”

[8]. Given that "the accountant today has been given
the opportunity to freely choose accounting policy
elements, the methods of the valuation of assets and
liabilities" [9], a real opportunity to use these
elements in taxplanning has arisen.

Enterprises which use the International Financial
Reporting Standards to prepare financial statements
may also use an accounting policy for tax planning, as
these standards contain many alternative elements,
while reports are "more based on estimates,
judgments and models, rather than accurate
descriptions™ [10].

The procedure for choosing alternative elements
of the accounting policy in the process of
implementing the concept of the enterprise tax
planning and their inclusion in the accounting policy
Order is shown in fig. 1.
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CHOICE OF ALTERNATIVE ELEMENTS OF THE ACCONTING POLICY IN THEPROCCESS OF
TAXPLANNING

"

1 Choice of accounting policy objects that contain alternative elements

"

2 Choice of accounting policy alternative elements for each object

N

3 Evaluation of the impact of accounting policy alternative objects on:

expenses

financial results

tax burden

"

4 Choice of those elements that comply with the entemprise tax policy for each of the accounting policy objects,

N

5 M aking a decision whether to include the chosen elements in the Order on the enterprise accounting policy

Fig. 1. Sequence of the choice of the accounting policy alternative elements
in the process of tax planning.
Source: own elaboration.

In view of fig. 1, the choice of alternative
elements of the enterprise accounting policy involves
five stages:

— at the first stage, accountants choose those
accounting objects that the enterprise uses and
which are to be disclosed in its accounting policy;

— the second step involves choosing possible
alternative elements for each accounting policy
object;

— the third step is to economically evaluate the
impact of alternative elements on costs, financial
results (primarily on profit) and tax burden on the
enterprise, and involves calculations related to a
rotating paired comparison of the elements for
each accounting object;

— at the fourth stage, accountants make the choice of
those elements that correspond to the enterprise
tax policy, which is an integral part of its financial
strategy and is to choose the best way to make tax
payments in the presence of alternative variants of
its financial and economic activity, and in this

study — the alternative elements of the accounting
policy;

— the last fifth stage involves deciding whether to
include the elements chosen at the previous stage
in the Order on the enterprise accounting policy.
This decision may be taken by the accounting staff
together with the employees of the financial,
economic and legal services of the enterprise.

Conclusions

The alternative elements of the enterprise
accounting policy affect its costs, financial results,
and tax burden. Because of this, they are a tax
planning tool that aims to minimize tax burden on the
enterprise. The choice of the alternative elements of
the accounting policy in the tax planning process
should follow the procedure described in the article.
The prospect of further research is to develop
methods for quantifying the impact of the alternative
elements of the accounting policy on the tax burden of
the enterprise.

Abstract

The article considers the essence of tax planning as a system of reasoned, planned and implemented
measures by a business entity to reduce its tax burden. Tax planning is based on the search for multi-variance
and alternative decision making, which separates it from tax budgeting. Alternativeness as a choice of a better or
optimum option of two or more variants is a fundamental condition for the realization of the concept of the
enterprise tax planning and can be realized both at the stages of the enterprise creation and operation and in the
process of its liquidation in order to optimize expenses, increase the income and financial results of the
enterprise. Alternativeness is caused by the possibility of choosing the elements of taxes (primarily tax rates and
tax benefits), a tax system, the place of the enterprise registration, the organizational and legal form of an entity,
types of activities and types of works and services (according to the criterion of their tax capacity), the
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mechanis m of income and profit distribution, other alternatives. However, most tax planning alternatives are due
to the possibility of accounting alternativeness. The five types of accounting variance concepts are identified and
the differences between them are given in the article. Based on the study of the objects and elements of the
enterprise accounting policy, which cover virtually all components of assets, coverage, income and expenses,
other accounting objects, it is substantiated that the enterprise accounting policy due to the alternativeness of its
elements is multivariate and can significantly influence its costs and financial results. The article considers the
alternative variants of the enterprise accounting elements, provided by the current legislative and regulatory acts,
substantiates the possibility of using accounting policy elements in tax planning in order to reduce tax burden on
the entity, and develops the methodology of using accounting policy alternative elements in the implementation
of taxplanning concepts.
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