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This article discusses the new concept
of the Tax Code of the Republic of Belarus
“Limited costs”. It highlights problems
related to practical usage of the listing
of limited costs and their calculating. The
impact of this innovation on the financial
results of a certain organization was
evaluated. The contradictions in the joint use
of bookkeeping and tax methods have been
identified and substantiated. The authors
pay particular attention to the legislative
framework.

AHHOTAUMWA

HOPMWPYEMBbIE 3ATPATbI, NMPOYUNE HOP-

MWUPYEMBbIE 3ATPATbI, HAJIOI HA T1PUBbIJIb,

HA/IOroBbIN KOAEKC, HAJIOFOOB/IOMEHME,
HAJIOTOBAA AEK/IAPALNA

B 0aHHOU cmamee paccmompeHo Hosoe
noHamue Hanozoeo2o KodeKkca Pecnybnu-
Ku benapycb «Hopmupyemeoie 3ampamel».
Ha ocHose ouyeHKu 8aUAHUA 3MOo20 HOB0-
gsedeHUA HA (PUHAHCOBble pe3yanbmamel
deamenbHOCMU KOHKpemHoU op2aHu3a-
yuu onpeodeneHol Haubosee akmyasbHbie
npobsemol, Kacarowueca npuMeHeHUsA Ha
NMPAKMUKe nepevyHs HOpMuUpyemMbix 3ampam
U ux yyema. BoifeneHol U 060CHOBAHbI MPO-
mueopeYyus 8 COBMECMHOM UCM0/16308AHUU
memoodos byx2as1mepcKoz2o U HAs10208020
yyema. Ocoboe sHuUmaHue obpawaemcsa
asmopamu Ha 3aKoHooamesnbHyo 6asy.

On January 1, 2019 the Tax Code of the Republic of Belarus [1] was amended by the Law of
the Republic of Belarus dated December 30, 2018 N2159-3 [2]. A new concept called "limited
costs" was introduced. Limited costs contain certain costs of the organization (Clause 1, Article
171 of the Tax Code of the Republic of Belarus) and other costs (Clause 2, Article 171 of the Tax
Code of the Republic of Belarus). This innovation raised a large number of questions among

specialists.
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New edition of the Tax Code of the Republic of Belarus has established that in the calculation
of income tax the total amount of other limited costs cannot exceed 1 % of the revenue from
the sale of goods (works, services), property title and the amount of income from rental
transactions, other reimbursable or non-reimbursable property usage including value-added
tax (Clause 3, Article 171 of the Tax Code of the Republic of Belarus) [1]. The question is how
this "one percent rule" will be implemented.

The legislature presented thisinnovation as a tool to reduce the tax burden for organizations
by providing them with the right to adjust certain types of costs for income tax purposes.

The example evaluates the impact of these innovations on financial results of a certain
organization (the name of the organization was not indicated in order to preserve trade
secrets). The data are presented in Table 1.

Table 1 - "Other standardized costs"

Ne Line item Total, rub.
1. Revenue, including: 3,493,762.93
1.1 revenue from the sale of goods (works, services), property title 3,490,829.39
1.2 revenue from the sale of fixed assets, intangible assets,
investments in long-term assets
1.3 rental income 1,169.31
1.4 income from the sale of securities 1,764.23
2 Other limited costs, including: 194,438.72
2.1 other costs at net cost 109,363.29
2.2 other costs in operating expenses 85,075.43
2.3 other costs in financial expenses
3 Costs included in the declaration 34,937.63
Limited costs not included in the declaration 159,501.9

In the current period the organization’s revenue is 3,493,762.93 rubles (line 1). Other
limited costs account for 194,438.72 rubles (line 2). According to Clause 3 of Article 171 of
the Tax Code of the Republic of Belarus [1], the amount of other limited costs cannot exceed
1 %. The maximum possible amount of costs of the organization for inclusion in the profits tax
return is presented in line 3 and accounts for 34,937.63 rubles. This amount will be deducted
from the tax base, while the amount of limited costs which are not included in the tax return
(line 4) is 159,501.9 rubles (line 2 — line 3).

Last year in order to determine the tax base instead of the maximum possible amount we
would have taken the full amount of other limited costs — 194,438.72 rubles (line 2). So, the
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tax base would have been less and profits tax would also be dramatically lower.

Based on the data presented in the example we can conclude that in praxi the "one percent
rule" increases the tax base and as a result the profits tax for certain economic entities will be
higher too.

Another argument is developed when discussing if revenue (income) from the sale of
fixed assets and securities should be included into other limited costs. The profits tax return
contains the following lines:

"1. Revenue (income) from sales: revenue (income) from sales on a reimbursable basis:
produced goods (works, services); goods purchased for sale; fixed assets; intangible assets;
enterprises as a property complex; property title, securities (income from redemption of
securities), including:

1.1. Revenue from the sale of goods (works, services), property title on a reimbursable
basis".

Line 1.1 data are used to determine the size of other limited costs. This line does not
include all types of income indicated in line 1. But according to the Tax Code of the Republic
of Belarus the indicators of lines 1 and 1.1 have to be the same, since the indicated types of
revenue are taken into account for calculating other limited costs (Sub-clause 2.7 Clause 2 of
Article 13) [1].

Table 2 - "Fragment of the profits tax return"

Ne Line item Total, rub.

1. Revenue (income) from sales: revenue (income) from sales on 3493762.93
a reimbursable basis: produced goods (works, services); goods
purchased for sale; fixed assets; intangible assets; enterprises as a

property complex; property title, securities (income from
redemption of securities), including:

1.1 | revenue from the sale of goods (works, services), property title on 3491998.7
a reimbursable basis. (line 1 of table 2 -
line 1.4 of table 1)

Compiled by the author based on Table 1

In Table 2 you can see that eventually line 1 differs from line 1.1 by the amount of income
from the sale of securities. It means that the tax base will be less and as result the profits tax
will also decrease since line 1.1 is used to calculate the tax base.

This discrepancy between legislation and reality confused many specialists. In fact, the
indicationinline 1.1 of the same amount asin line 1 (without deducting the amount of revenue
from the sale of fixed assets and securities) may lead to an increase in profits tax for certain
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economic entities.

Another problematic question is the inclusion of extra leave (monetary compensation for
unused days) in other limited costs. Providing them is obligatory and established by law: the
provision of extra leave indicated in aArticle 160 of the Labor Code of the Republic of Belarus
[3] is the right of the employer, the leave confirmed by Decree of the President of the Republic
of Belarus dated July 26, 1999 Ne 29 "On additional measures to improve labor relations,
strengthening labor and executive discipline" (hereinafter — Decree N229) [4] is an obligation.
So, the costs for paying extra leave for work under the contract by Decree N2 29 are also have
to be limited (previously included in costs). On the other hand, these leaves are additional
for employees since they have contracts, and such costs should not be included in the limited
costs. This problem has not been commented by the legislature yet.

The limitation of some costs is dramatically more difficult due to the lack of legislative
standards valid for 2019. For example, it relates to costs of paying off overhead costs and
technological losses (Sub-clause 1.6 Clause 1 Article 171 of the Tax Code of the Republic of
Belarus) [1]. The limiting of these costs is obligatory only for organizations operating the
housing stock and (or) providing housing and communal services (with the exception of
organizations of the Ministry of Energy of the Republic of Belarus). These costs are taken into
account for profits tax purposes within the norms and standards established by law. In 2018
these norms and standards were determined by a resolution of the Ministry of Housing and
Communal Services of the Republic of Belarus dated June 15, 2017 Ne 8 [5]. In 2019 they have
not been established yet.

For all the costs accounted for profits tax by established standards the question remains: in
which cases these standards are established by law, and in which — by the head of organization.

In fact, the legislature defined a common concept of the definition of profits tax and
simplified the taxation. But in bookkeeping practice it caused a number of problems with
limiting such different costs.
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