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Hungary 

New Inspection Method  

In recent years, the auditreview practices of the HTA have been 

subject to amendment. There is now a focus on the taxpayers’ 

compliance with the law via several smaller-scale reviews, using 

the available data (online cash registers, EKÁER). Currently, the 

National Tax and Customs Administration only initiates formal 

inspections when the chances are high for violating the law. In such 

cases, the authority usually succeeds. 

According to the statistics of the tax authority, in 2018, 92.5% of tax 

inspections were shorter and less thorough than the “traditional” reviews. 

The number of such reviews increased by 36% in a year, while the rate of 

“traditional” tax inspections relating to the closed period only reached 7.5% 

in 2018. Three out of four traditional tax audits were successful; this rate is 

decreases to 14% in the case of tax administration procedures. 
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“The statistics indicate a change in the practice of the tax authority. 

Selection is performed automatically, using software assisted tools, with 

analysis of the available data, relieving inspectors of the task. The HTA 

reviews taxpayers’ compliance with several smaller-scale inspections. If a 

breach is suspected, then the HTA launches a large-scale tax inspection in 

order to pinpoint the deficiency. This process is successful in most cases” - 

as pointed out by Dr. Harcos Mihály, leading attorney of Deloitte Legal’s 

tax litigation practice. He added: 90% of identified breaches are related to 

corporate income tax. 

The tax authority uses the available, continuously growing data assets to 

determine inspection directions and identify high-risk taxpayers. The most 

significant element of this is the real-time invoice data-reporting obligation, 

which, together with the online cash registers’ data provision, allows the tax 

authority to oversee all major domestic transactions. The Electronic Public 

Road Transportation Control System (EKÁER) is also an important tool for 

the HTA as it decreases tax evasion attempts by controlling the flow of 

goods. “In the future, further expansion of software-based and automated 

tools may be expected; for example, the concept of reducing or abolishing 

the limit for invoice data reporting has emerged recently”- added Dr. 

Schütt Attila, manager of Deloitte’s Tax service line. 

The HTA carried out 177,107 inspections in 2018, and identified net tax 

difference of HUF 257.7 billion as a result. The amount of tax and default 

fines and late payment charges exceeded HUF 198 billion. The HTA is now 

aiming to prioritize voluntary compliance. The review/audit of the activities 

of large taxpayers and high-risk entities serves this aim. 
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New transfer pricing regulation focusing on correct methods used to 

calculate profitability 

Transfer pricing remains a focal point in the audit procedures of the 

Hungarian tax authority (HTA). As of 1 January 2018, taxpayers are 

required to prepare their transfer pricing reports according to the 

provisions of NGM decree no. 32/2017. (X.18.) (hereinafter: “NGM 

decree”). This decree requires a detailed presentation of taxpayers 

financial data. 

The decree sets forth that the transfer prices applied in the given 

transaction be calculated based on the arm’s length prices defined by the 

selected transfer pricing method. A summary of the financial data applied 

during the selection is required. Additionally, how the financial data may be 

linked to the data in the taxpayer’s financial statements must be clarified. 
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The current legislation does not contain specific information regarding the 

method selected or the level of specification required. However, the 

published version of the decree sets forth that the arm’s length price shall 

be reviewed on a transaction basis irrespective of the method applied. No 

modifications may be applied. Furthermore, the HTA sets forth that the 

method applied for assessing the data for indicators must be included in the 

local clarify document. Thus, the individual segment, profit center and 

relevant cost center, G/L accounts (income, expenses) and engagement 

codes are required. 

 

 

Increased burden of documentation 

“The preparation of detailed financial data may become a complex, time-

consuming task for taxpayers. This primarily depends on the transfer 

pricing method used in the given transaction in the local document, and the 

level of detail in the internal records available to the taxpayers.” – Hedvig 

Tóth, Deloitte Transfer Pricing Team leader emphasized. 

 

In Deloitte’s experience, the most widely used transfer-pricing method – 

except for financial transactions – remains the transactional net margin 

method (TNMM), which is based on the review of the profitability data of 

the tested party associated with the transaction. The financial data required 

for defining the profitability level indicator for the purposes of the TNMM 

method (e.g. operating profit on operating costs or related revenue, etc.) – 

in line with the guidance issued by the tax authority – shall be disclosed as 

part of the transfer pricing documentation by transaction or consolidated 

transaction. 

 

How will this play out in practice? 

In practice, this means that companies will be required to disclose financial 

data in a segmented manner rather than at a company level. What does 

this mean? 

In Deloitte’s practice, companies struggle the most with defining costs only 

indirectly associated to the transaction. The difficulty lies in the requirement 

of providing reports from ERP systems that are not directly available, as 

well as the creation and use of related allocation mechanisms. 

 

“Please note that even though there is no detailed legal regulation 

pertaining to these calculations, taxpayers should endeavor to comply with 

their prime cost calculation principles and other national and international 

principles (e.g. the OECD Transfer Pricing Guidelines). The HTA requires the 

preparation of reliable (consolidated) transaction level data in order to 

ensure transparency.” – Balázs Prágay-Szabó, manager of Deloitte 

Transfer Pricing Team explained. 

 

For the purposes of defining the profitability data, taxpayers should aim to 

include or, if required, adjust potential one-off items related to the 

transaction, outside of the ordinary course of business. 
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Intensified  review? or audit? of loss making entities 

The tax authority has always focused on loss making entities. However, as 

a result of the current definition of profitability data on a transaction level, 

this tendency will increase. This is why it is especially important that the 

individual transactions/activities be defined by the given 

transaction/transaction type, and along consistent principles between the 

different periods, as the tax authority is only able to localize the source of 

potential losses on this basis during a review. The primary targets of these 

reviews are typically transfer prices, i.e. assessment of whether they were 

defined in line with the arm’s length price principle, and whether the loss 

realized by the given company may be traced back to their inappropriate 

definition.  

As of 1 January 2019, Act CLI of 2017 includes the provision that in the 

case of taxpayers reaching a net sales revenue of HUF 60 billion in two 

consecutive tax years, while realizing a zero or negative after-tax profit, a 

tax audit is obligatory. Based on the reasoning to this provision, in the case 

of these taxpayers, it may happen that they deliberately want to avoid 

compliance with their tax obligations.  These reviews are expected to 

include a detailed transfer-pricing audit where necessary. 
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