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1. Personal income tax
from 2019
In the field of personal income tax and social security
contributions the rules accepted in November 2018 mostly
stand on the basis of the changes accepted earlier in 2018
and contains mainly clarifications and additions. The new
set of rules includes modifications to insurance schemes
and contributions to voluntary mutual funds. Conceptional
changes can be identified to Employee Stock Ownership
Plans (ESOP): these alterations do not affect the taxation
of income acquired through ESOPs but rather apply to the
underlying rules of the ESOPs.
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1. Cafeteria and other
employer/disburser benefits
The taxation of fringe benefits (“cafeteria”) has been
modified significantly.
• From 1 January 2019, non-wage benefit with reduced
taxation can mainly be provided in the three “pockets”
of SZÉP card. (Regulations regarding trade union
recreation services and in-kind benefits provided by
trade unions remain the same as previously.)
• The option of providing a maximum of HUF 100
thousand in cash with reduced tax has been
terminated.
• The tax base adjustment item of 1.18 is no longer
applicable to cafeteria elements.
• A limited group of benefits provided to employees or
by disbursers remain available as defined benefits,
such as: private use of company phones, meals or other
services on business trips, business entertainment and
gifts or other benefits related to business/entertainment
events and provided to several people, gifts of small
value (once a year).
• Products and services provided by the employer based

on an internal regulation (available to all employees) or
applied equally to all employees, or insurance for an
individual cannot be taxed as certain defined benefits
from 2019. The preferential taxation of benefits provided
as certain defined benefits (e.g. employer’s contribution
to voluntary mutual insurance fund, local transport pass,
school start up subsidy, etc.) has been terminated.
• Tax-exemption of certain benefits is cancelled from
2019, such as:
–– (non-repayable) housing subsidy provided by
employers,
–– housing subsidy to promote mobility,
–– employer’s aid provided for the employee’s student
loan repayment,
–– risk insurance premiums (up to 30% of the
minimum wage, see transitional rules).
• Tax exemption of child care services provided for free
or at a reduced rate does not change. In order to reduce
administrative burdens of the employers, this benefit is
tax-exempt even if the employer compensates the price
of the service/care based on an invoice issued to the
employee’s name.

• Tax-exemption of tickets or seasonal tickets for
cultural and sports events as certain benefits is
modified from 2019. Only non-redeemable tickets and
tickets not provided in the form of vouchers could be
exempted if the value of each not exceeding HUF 50
thousand per year.
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2. Employee Stock Ownership Plan
The Act introduces several amendments to the Act on
the Employee Stock Ownership Plan as well. These
amendments do not affect the taxation of the income
from the ESOP organization, but have a substantial
influence on the conditions for establishing and operating
an ESOP.
• Participants may only acquire ordinary shares, or
other securities embodying investor risks similar
to that of ordinary shares, or rights to ordinary
shares or such similar securities (or right related to
ordinary shares or other mentioned securities).
• If the goal specified in the remuneration policy is the
improvement of the founder’s economic performance
or efficient and effective risk management as required by law,
fulfilment of the condition shall be substantiated by
–– figures set out in the annual report,
–– figures set out in reports (set by law) published by the
issuer of shares quoted on a regulated market,
–– regional or industrial indicators published by an
independent organization,
–– the exchange rate of the share traded on a regulated
market.

• The condition for acquisition specified in the
remuneration policy should be applied to a period of no
less than 24 months.
• The legislation sets a 12 months (or longer period)
minimum requirement for holding the financial
instruments in the ESOP. As the main rule, such financial
instruments may not be exchanged for cash before the
minimum period for holding expires.
• The new provisions will take effect as of 1 January
2019, but the legislation stipulates a general transition
period until 30 June 2019 to ensure compliance with the
new requirements for ESOP schemes launched by 31
December 2018. In addition, the regulation in force on
31 December 2018 could be applied to remuneration
policies entered into force no later than 1 January 2018
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3. Voluntary Mutual Insurance Fund
related benefits

•

•

As of 1 January 2019, sponsor’s donation (“támogatói
adomány”) provided by employers to voluntary mutual
funds shall be deemed to be income deriving from
the legal relationship (employment), while the part
of the amount deposited for supplementary selfadministered services (as cover for specific services
offered by the fund – “célzott szolgáltatás”) used by an
individual shall be deemed to be other income of the
individual.
However, in respect of the obtained other income, the
personal income tax and social tax liabilities have to be
paid by the individual submitting the annual tax return.
Meanwhile the employer’s contribution to voluntary
funds (“munkáltatói hozzájárulás”) shall be deemed to
be taxable employment income, and the tax liability
arises at the contribution is paid, and the employer
has to withhold the social security tax advance from
the amount of that benefit.

TAXATION

•

MAIN CHARACTERS

The taxation of benefits provided through voluntary
mutual funds significantly changes.

Dedicated services for
supplementary services
(provided by employer)

Dedicated services
for supplementary
retirement or health fund
(provided by employer)

Can be differentiated:
group of person can be
defined in contract

Can be differentiated: the
maximum of the amount
can be defined individually,
every member shall receive

Can be differentiated: the
maximum of the amount
can be defined individually,
every member shall receive

Booked on individual account

Booked on individual
account

Not booked on individual
account

Not booked on individual
account

20% tax credit

20% tax credit

Not booked on individual
account

Not booked on individual
account

Employment income:
personal income tax, social
tax, individual contributions
(tax withholding needed)

Employment income:
personal income tax, social
tax, individual contributions
(tax withholding is needed)

Other income of the
member: personal income
tax and social tax on a 84%
basis (no tax withholding
obligation, the fund is not a
payer)

Certain defined benefit
from employer:
Personal income tax and
social tax on a 118% shall
be settled by the payer

Employer’s contribution
(membership contribution)

Sponsor’s donation
(provided by employer)

Fixed percentage of wage or
fix amount, every member
shall receive
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4. Insurance Schemes, workers hostel

From 2019, the premium of risk insurance (life assurance,
accident and illness insurance) concluded for the benefit of
an individual by the payer (employer) shall be deemed to
be income deriving from a legal relationship (employment)
(in the case of both individual and group insurance
schemes).
•

In the event that the insurance premium paid
cannot be allocated to individuals (examples of
this include so-called group insurance where the
fee is determined regardless of the number of the
covered employees), the insurance premium may be
taxed by the payer as certain defined benefits (“egyes
meghatározott juttatás”).

•

According to an interim measure adopted in the
summer, the rules effective on 31 December 2018
shall apply - until 31 December 2019 - to insurance
premiums paid with regard to insurance years
commenced prior to 1 January 2019.

•

In the interim rules the Act formulates a specific rule
regarding the benefits provided by the insurance
company: although the restriction of the tax exemption
for substituting the income due on the basis of

accident and illness insurance (HUF 15,000 / day) will
be eliminated, services provided on the basis of a claim
event that occurred during the insurance period covered
by the restricted tax-exempt premium shall be deemed
to be restricted.
Based on the modified legislation, the definition of
workers’ hostel has been extended. In addition to the
definition currently in force, other accommodation in
which an employee may use no more than one living
room shall be deemed to be a workers’ hostel, including
commercial accommodation not deemed to be a hotel. On
the other hand, the Act contains restrictions as well, for
instance, persons accommodated in a workers’ hostel may
not be the majority owner (exceeding 50%) or beneficiary
of a home where their workplace is located. In the case
of using commercial accommodation, meals may not be
deemed to be a tax-exempt benefit.

favourable modification, the payer is not required to
deduct a tax advance from their income if the lessor
declares that they would like to take into consideration the
rental fee of a property rented in another town or city for
a period longer than 90 days considered when assessing
their income.

6. Draft returns of private entrepreneurs
The Act expands the possibility to fulfil the tax filing of
private entrepreneurs by amending and correcting the
draft tax return prepared by the tax authority.

5. Letting of a real estate
The Act allows for services received by the lessor and
charged to the lessee (e.g. public utility fees) not to
be considered as the lessor’s income, thus reducing
administrative burden for lessors. According to another
7

2. Social security contribution,
social tax and health tax in 2019
The employment (in accordance with the Labour Code)
income of pensioners has become exempt from
insurance liabilities. Therefore, these individuals do
not qualify as insured and are eligible for neither social
security services based on their employment, nor social
security contributions / social tax liability
The amount of health service contribution increases
to HUF 7,500/month, HUF 250/day (in 2018 its monthly
amount is HUF 7,320, HUF 244/day).
In the case of special agreements regarding retirement/
service time, the contribution to be paid is 24% of the
income serving as the social security contribution base
(the contribution to be paid is 34% in 2018).
The new legislation introduces the concept of so called
“respective period” to income elements which relate to
the insurance coverage period in Hungary but are paid at
a time when the individual is covered in another country.
In addition, the rules are supplemented with references to
bilateral agreements.

A separate Act effective as of 1 January 2019 consolidates
the current social tax and the health tax (“EHO”) into
one tax type (called social tax).

• The Act clarifies the tax base for social tax levied on
income subject to separate taxation, so that it arises only
on income taxable in Hungary.

• Compared to the previous rules the group of exempted
individuals has been broadened: the exemption
applies to individuals regarded as insured in bilateral
agreements.

• The legislation adopts the concept of ‘non-resident’
from the Social Security Act. Therefore, those who
are deemed to be non-resident for the purposes of the
Social Security Act will be subject to social tax in respect
of their activity related income that forms the basis of
the insurance obligation.

• The Act contains a flat rate social tax, i.e. income types
previously subject to a 14% tax (e.g. capital income, nonwage benefit) become subject to 19.5%. (The rate of the
social tax is expected to be decreased to 17.5% as of 1
July 2019.)
• Currently, the limit on health tax payment liability
on investment income elements is HUF 450 thousand
annually, which includes, among others, the sum of the
health insurance contribution paid by an individual.
According to the Act, the tax base’s limit of the tax paid
on capital income will be 24 times the amount of the
statutory monthly minimum wage.

• The legislation also contains rules that align the
provisions applicable to training fund contribution
with the provisions on social contribution tax.
• The scope of social tax credits has been modified
(some of them are consolidated, some abolished). Tthey
are now available up to the amount of the statutory
minimum wage instead of the previous HUF 100
thousand income ceiling.
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3. Amendments to the Act on Flat-rate Taxation of
Small Taxpayer Businesses and Small Business Tax
The new legislation ensures harmonisation of the small
business tax with EU law and introduction of a provision
on harmonisation, and proposes clarifications to certain
references. Among others, it introduces amendments that
are based on feedback from judiciary practice and that are
needed for planned changes to other sectoral legislation.
In addition, the new legislation introduces:
•

the concept of ‘controlled foreign company’ among
small business taxpayers,

•

a principle preventing general tax avoidance required
to harmonize international directives,

•

and a provision to eliminate the ‘double taxation’
applicable to entities that change to the flat-rate tax for
small business taxpayers from corporate taxation in
certain defined cases.

Another important change is that from the 2019 tax year
on, there will be two circumstances terminating the new
small business taxability. First, taxability is terminated if
the taxpayer owns a controlled foreign company. Second,
taxability is also terminated if the difference between
the financing costs related to the entrepreneurial activity
of the taxpayer and the taxable interest income of the
taxpayer (as well as their taxable income regarded
equal in an economic sense) is expected to exceed HUF
939,810,000 in the given tax year.

9

4. Changes Concerning Corporate Tax
The most significant amendments relate to the
opportunity of corporate group taxation and serve the
purpose of legal harmonisation with the EU legislation
through transposing the provisions of the ATAD Directive
into Hungarian legislation.

1. Provisions to reduce Tax Avoidance
The tax bill extends the provisions on the principle of tax
avoidance, and requires that transactions be grounded in real
economic and commercial reasons in order to be able to claim
the tax benefit. The provision currently in force prohibits the
claiming of the tax benefit if the main goal of the transaction is to
secure a tax benefit for any of the parties. The tax benefits will
not be available (or costs and expenses can not be recognised)
if one of the main goals of the transaction (or a series of
transactions) is to secure a tax benefit contrary to the subject
matter or purpose of the tax legislation applicable.

2. Concept of Controlled Foreign Company
The exception associated with presence at a stock
exchange and/or involvement in investment activities
will be repealed as regards what qualifies as a controlled
foreign company. Therefore, in the future, company
groups listed in recognised stock exchanges will not be

automatically exempted from the restrictions associated
with controlled foreign companies.
It remains in place that a foreign company qualifies as a
controlled foreign company if the taxpayer has more than 50%
direct or indirect control over the foreign company in respect of
shareholdings, voting rights or participation from its profit. The
extension of the definition of related parties further impacts
the controlled foreign company qualification in relation to the
scope of entities to be included in the 50% direct or and indirect
control test.
Contrary to the initial draft tax bill, the final legislation adopts
the ‘B’ approach recommended by the EU Council, the so-called
‘significant people function’ concept, which examines the
economic content of transactions. A foreign company will not
qualify as a controlled foreign company in a given tax year if it
generates income exclusively from real economic transactions. A
transaction cannot be a real economic transaction if its primary
aim is to achieve tax benefits and from an economic perspective
the Hungarian taxpayer controls and provides the essential
functions required to complete the income generating activity.
The tax bill provides specific exemptions under a certain size
of the foreign company. A foreign company will not qualify as a

controlled foreign company if its pre-tax profit (defined as per
the rules of the country of tax residence) does not reach HUF
243.952.500 and the income from non-trading activity is below
HUF 23.495.250, or its pre-tax profit does not exceed 10% of
its operating costs (excluding costs related to cross-border
related party transactions). The tax bill provides an itemized list
for non-trading activity, which includes among others income
from interest, financial instruments and participations, various
financial and insurance services, as well as income from related
party transactions where there is no or low added value
contributed by the foreign company.
In line with the new definition there are amendments to the
rules of taxation of the non-distributed income of the controlled
foreign company. The non-distributed part of its profit from
transactions with no real economic content (determined at
arm’s length) will form part of the taxpayer’s corporate income
tax.
To provide sufficient preparation time for the taxpayers to
prepare for and fulfil the new rules, in terms of tax year starting
in 2019 it will be possible to elect the application of the controlled
foreign company rules currently in effect.
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3. Extension of the Concept
of Related Parties
The definition of related parties will change in respect of
the rules associated with controlled foreign companies and
the restriction on the deductibility of interest expenditure.
The group of related parties is to be extended, and
instead of the concept of majority influence set forth in the
Hungarian Civil Code, having at least 25% of voting rights,
capital share or profit share will also create an affiliation in
respect of these rules. On the other hand, there will be no
need to consider whether the management is the same in
the above case.

4. Net Cost of Financing and
Interest Deduction Limit
Instead of the current thin capitalisation rules the
legislation introduces a completely new restriction on
taxpayers. There will be several new definitions and details
added to this concept.
The net cost of financing will be the interest expenditure
(including deemed interest expenditure taken into account
on the basis of transfer pricing rules and expenditure
identical to such interest expenditure) incurring in the

interest of the business activity exceeding taxable interest
revenue or equivalent (including deemed interest revenue
taken into account on the basis of transfer pricing rules).
Financing costs and interest expenditure linked to certain
defined investments, to so-called long-term government
infrastructure projects will not be deemed as cost of
financing when determining the net cost of financing.
The net cost of financing for the tax year will be tax
deductible only up to 30% of the earnings before interest,
taxation and depreciation (EBITDA) or HUF 939,810,000
(whichever is the higher). If the net cost of financing for the
tax year does not reach this limit, the amount of 30% of the
EBITDA in the tax year less the net cost of financing in the tax
year will result in an interest deduction capacity that may be
carried forward to later tax years. Such interest deduction
capacity can be used in the order of generation and the
latest in the fifth tax year following the year of origination.
The amount of net cost of financing in the tax year in excess
of the limit will increase the tax base in the future. However,
taxpayers will be able to reduce this tax base up to the
extent of the unused interest deduction capacity generated
in earlier years. The amount of the increase of the tax
base may be carried forward to later tax years and used
subsequently (for an indefinite time), but only in the event

that the taxpayer has unused interest deduction capacity.
Members of a corporate group taxpayer apply the net
financing cost limits proportionately to determine the tax
base increase it their standalone tax base.
The EBITDA taken into account in determining the limit may
not contain income not subject to corporate taxation, and/or
income from long-term government infrastructure projects.
The legislation formulates certain cases eligible for
exemption, such as taxpayers included in consolidation,
who would not have to apply the above limit if the ratio of its
average equity compared to the average of its total assets in
the tax year reaches or exceeds the ratio calculated for the
tax group minus two percentage points. Furthermore, these
companies may elect to apply the group ratio determined
on the basis of the net cost of financing to third parties
determined at group level instead of the 30%.
In order to disallow the enforcement of a cumulated
reduction of the tax base by utilising the interest deduction
capacity, the legislation amends the provisions related to
tax losses carried forward. In the future, the cap for tax loss
utilization will be 50% of the positive tax base excluding the
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above mentioned tax base increasing and decreasing items
related to the net financing cost deduction limitation.
The new rules will be applicable to loans taken out prior to
17 June 2016 only in the event the amount of these financing
agreements is increased or the maturity is extended, in
respect of the amended amount or term. The legislation
offers the opportunity to apply the new rules even in the
above case.

5. Corporate group taxpayer
As of 1 January 2019, taxpayers may opt for group status
for the purposes of meeting corporate tax liabilities.
Taxpayer status as a group will be granted with the tax
authority’s permission based on a written application
from all potential group members to this effect. Such
applications may be submitted for the first time between
1 and 15 January 2019. If an application is submitted within
that deadline and approved by the tax authority, corporate
group taxpayer status will be granted as of 1 January
2019. Missing the deadline will result in loss of this right.
For subsequent tax years, election and request to the tax
authority has to be filed beforehand, between the first day
of the month preceding the last month of the tax year and
the twentieth day of the last month of the tax year.

Group status may be created for taxpayers
•

between whom there is a direct or indirect majority
influence of at least 75% voting rights or a third party
has this share of voting rights in them;

•

who have the same balance sheet date

•

who prepare their reports according to either Chapter
III of the Accounting Act or the IFRS on a uniform basis,
and

•

maintain their books in the same currency.

The corporate group taxpayer will have to fulfil tax
liabilities through the group representative (a designated
member) based on a separate group identification
number, for which the group representative will obtain
figures from group members.
The legislation contains detailed rules concerning the
option to join an existing corporate group taxpayer and
the termination of corporate group taxpayer status, as
well as legal succession of group members. Amendments
to the Act on Tax Procedures determines the rules for the
group members’ joint liability for the group taxpayer’s tax
liability.

When calculating their standalone tax base, the group
members should proceed as if they would be independent
taxpayers except for a few differences. They cannot share
the tax base benefits in relation to R&D costs, nor can
they claim tax base benefits in excess to the amount
determined based on the arm’s length principles.
The tax base for the corporate group taxpayer for the tax
year will be the sum of non-negative tax bases determined
by each group member individually. This amount may be
reduced by the amount of tax bases of group members
having a negative individual tax base in the tax year, which is
the tax loss carried forward by the corporate group taxpayer
in the given tax year. The tax losses carried forward by
the corporate group taxpayer may reduce the positive tax
base of the corporate group taxpayer by no more than the
amount required for ensuring that the tax base reaches 50%
of the sum of non-negative individual tax bases determined
without using the individual tax losses in the tax year after
applying the group taxpayer’s tax losses carried forward.
Another limitation will be that the sum of tax losses carried
forward used by the corporate group taxpayer and by the
group members individually may not exceed 50% of the sum
of the individual positive tax bases excluding the use of tax
losses carried forward.
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The corporate group taxpayer may use the tax losses
carried forward in the given or in subsequent tax years
(but no later than in the fifth tax year).
The corporate group taxpayer will divide the tax payable
among group members in proportion to their individual
non-negative tax bases.
The tax bill aims to simplify the obligations of corporate
group taxpayer members related to transfer pricing
rules. The transfer pricing adjustment rules applicable to
related parties will not have to be applied to transactions
between the corporate group taxpayer members. The
modification of the tax base will have to be applied and
transfer pricing documentation will have to be prepared
only to transactions concluded between members prior
to becoming part of the corporate group taxpayer, and
in respect of which transactions only one of the parties
modified the tax base to the fair market value and the
other party has yet to apply the corresponding inverse
modification (for instance, because the transaction affects
profit through the depreciation of an asset in respect
of the asset purchase). In the event of termination of
membership in the corporate group taxpayer, however, the

parties will have to prepare transfer pricing documentation
retroactively for all transactions concluded during their
membership if transfer pricing rules would influence
the tax base of any of the parties after corporate group
taxpayer membership is terminated.

6. Tax Reliefs
The tax benefits related to sponsoring performing
associations will be terminated, such tax benefits can be
claimed up to support completed by 31 December 2018.
The tax bill includes detailed transitional rules for the
termination.
The legislation will extend the legal grounds for sponsoring
spectator team sports. Such support may be granted for
the cost of operating real property for sports purposes.
The legislation contains several clarifications and detailed
additions.
The tax bill regulates the tax benefits and tax credits that
may be applied by corporate group taxpayers, the conditions
and methods for claiming such benefits and credits.
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5. Local Business Tax
In line with the amendment to the Accounting Act, profit
accounted for with regard to a transfer of a business line
will not form a part of the sales revenue in determining
the tax base for taxpayers who prepare their annual
reports according to the IFRS. The legislation repeals the
application of the item used to modify sales revenue.

6. Duties
The tax bill contains favourable amendments to broaden
the group of procedures exempt from duties. Among
others, it proposes to extend exemption from duties
applicable to tax, contribution and customs administration
affairs to excise affairs.
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7. Accounting Act
In addition to a few clarification provisions, the most
important amendment is related to the accounting
treatment of the transfer of business lines. Currently,
transfers of complete business lines shall be accounted
for in fragments, in line with the accounting treatment
of transfers of individual assets and liabilities, while the
consideration received for the business unit transferred,
accounted for in excess of the market value of the
transferred assets less liabilities, shall be accounted for as
sales revenue.
As in line with content, companies treat transfer of
a business line to be one transaction, the legislation
harmonises accounting treatment with this practice.
Accordingly, the tax bill defines the concept of a business
line, and determines that the gain or loss realised (the
difference between the consideration paid and the book
value of the assets and liabilities) on its transfer will have to
be accounted for as other revenue and other expenditure
in the future. The amendment takes effect as of 1 January
2019, and its application will be mandatory for 2019, but
may also be applied to 2018.
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8. Changes Concerning Value Added Tax
1. Interim provisions concerning discounted
VAT rate for the sale of residential property
The regulation contains detailed interim provisions for the
discounted VAT rate applicable to the sale of residential
property, to be phased out as of 1 January 2020 according
to rules currently in force. According to the regulation, the
discounted 5% VAT rate will remain applicable to the sale
of homes for which the date of delivery follows 1 January
2020, but before 31 December 2023 provided that the
construction permit was available on 1 November 2018
at latest (or in the case of a construction which requires
simple notification for the respective authority only, the
constructing activity was reported on 1 November 2018 at
latest).

2. Special rules on vouchers
The regulation clarifies the rules applicable to the
treatment of vouchers for VAT purposes, adopted in
the summer tax package. Accordingly, the act will be
supplemented to include rules on the treatment of
single-purpose vouchers acquired against consideration
but passed on free of charge. The act clarifies that the
transfer of single-purpose vouchers free of charge will also
generate a tax liability in the event that the taxpayer had a

tax deduction right either wholly or partially at the time of
obtaining the voucher. Furthermore the regulation states
that the purchase price of the voucher excluding tax will be
deemed to be the tax base.

3. Deductibility of VAT charged
on passenger car rentals
If a rental car is used for both business and private
purposes, the act determines a flat-rate 50% deduction for
the input VAT charged on rental. However, in the event that
the taxpayer does not wish to apply the 50% deduction
rate to the mixed-purpose use of the rented vehicle, the
regulation offers the option to make the deduction to the
extent to which the taxpayer uses the passenger car in the
interest of business activities. This must be supported by
the appropriate documentation. The new rules will have
to be applied for first time when the accounting period
starts after 31 December 2018 and the right of deduction
is generated after 31 December 2018.
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4. Limit to personal VAT exempt status
The regulation raises the limit for electing personal VAT
exempt status from HUF 8 million to HUF 12 million. The
act clarifies that taxpayers who exceed sales revenue of
HUF 8 million but do not exceed HUF 12 million of sales
revenue in the year 2018 may also opt for VAT exempt
status (on a subjective basis) in respect of 2019.

5. Reverse taxation for temporary labour
In relation to phasing out temporary labour arrangements
as of 1 January 2021, the act clarifies that reverse taxation
is to remain applicable to all construction and assembly
work in the case of temporary labour in the construction
industry (and not only to work subject to construction
industry licensing).

numbers no later than by the tax assessment period
including 31 December 2019.

7. Deadline for applications for tax reclaim
According to the rules currently in force, if additional
information is needed in respect of tax reclaim
applications, the tax authority shall make its decision
within two months of the date when the answer is received
or, if it does not receive a satisfactory response, within
two months after the deadline. The regulation clarifies
that if the deadline is less than six months, it shall be six
months from the date of receiving the application for the
tax reclaim. Overall, the deadline may not exceed seven or
eight months from the date when the application for tax
reclaim was received (depending on whether additional
information was required once or twice).

6. Tax base determination for
tour operator services
As of 1 January 2020, the act terminates the possibility
of determining the tax base of tour operator services
by separate specific position numbers. The regulation
contains an interim provision: in the event that the tour
operator makes use of the possibility of determining the
tax base by separate individual position numbers for
the year 2019, it will have to close the individual position
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9. Special Taxes Concerning
the Finance Sector
As of 1 January 2019, the highest tax rate applicable to
credit institutions will be reduced from 0.21% to 0.2%.

10. Duty on Financial
Transactions
As of 1 January 2019, additional exemptions are to be
applied to the transaction duty. Accordingly, government
security sales made directly by the Treasury to households
and transfers and return transfers made for this purpose
will be exempted. In addition, the Treasury will provide
the payment conditions required for the services of the
electronic payment and clearing system, and it will be the
owner of the EFER clearing account for municipalities that
joined the ASP system. The act exempts these payments
from the transaction duty.
18

11. Excise Tax
The modifications affect primarily the tax administration.
They aim to reduce administrative burdens, and facilitate
compliance with the EU tax minimum for commercial gas
oil. The regulation contains rules how the authority will
implement changes in details received ex officio (change in
registered office, change in company name) to permits and
statutory registers. Additionally it sets limits for requesting
mandatory KN code classification during statutory audits.
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12. Customs Rules
The regulation sets out a number of clarifications
concerning the Customs Act in order to provide a
regulatory framework for the use of intermediaries under
the Civil Code by the customs representative. Customs
representative may involve an intermediary if the client
requests this. The intermediary may not involve additional
intermediaries in the procedure. In addition, the regulation
amends rules related to the statute of limitations on
customs duty debts, in order to clarify the date after which
the statute of limitations may be extended in the event
that criminal proceedings are launched. The act clarifies
as well that in the event the customs authority sends
the notice on commencing or completing control after
the goods are handed over, the date of communication
shall be the date when the notice is sent according to the
amendment.
The regulation contains a number of provisions concerning
the Cash Act as well; for instance, it clarifies that decisions
adopted on the basis of the Act may be appealed. The
substantial and procedural rules for seizing goods, and
determining special provisions on imposing fines for
reports that contain errors or shortfalls are also amended.
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13. Act on the Rules of
Taxation
1. Changes Concerning Tax Liability
The legislation limits the rule that in the framework
of fulfilling tax liabilities, any departures requested by
taxpayers from the general rules that are more favourable
for the taxpayer may be permitted only if the taxpayer has
no net tax debt outstanding on the date of submitting the
application to the extent that the provision may be applied
only to favourable departures permitted under the Act,
while favourable departures contemplated by separate tax
laws are to be granted without discretion, based on the
general rule.
As regards statutory certificates, the legislation requires
taxpayers to identify the bodies in the procedures of
which they wish to use the statutory certificates in the
application for a certificate. The tax authority is obliged
to send the decision on withdrawn tax certificates to the
body.
For taxpayers included in the public list of taxpayers employing
unregistered employees, the risky taxpayer rating is to remain
in place as long as the taxpayer in question remains on the list,
instead of the one year effective earlier. In practice, this means
two years from publication. This amendment is to be applied to
ratings after Q4 of 2018 for the first time.

The rules on the publication of employers employing
unregistered employees is to be amended. The publication
may not be applied to taxpayers in respect of whom the
state tax and customs authority decided not to impose
a penalty because the taxpayer satisfied its reporting
obligations related to the same employment relationship in
respect of the last tax assessment period closed with a tax
return prior to the tax audit.
For binding tax rulings, the possibility to request a
consultation subject to a fee prior to submitting the
application will cease to exist in the future.

information the omission or misrepresentation of which
- within reasonable limits - influences the decisions of
users of the annual report figures shall be deemed to be
substantial for the purposes of the annual report.
The maximum rate of the fine for omissions that may be
imposed on violations of the rules for topping up the tax
advance will be a fine of up to 10% instead of 20% of the
difference between the tax advance paid and 90% of the
tax for the tax year.

2. Changes Concerning Sanctions
In addition to default penalties, the legislation sanctions
violations of law committed in the course of liquidation,
voluntary winding-up and involuntary deletion by a
procedural fine.
The legislation reintroduces the possibility to sanction
taxpayers according to the general rules on fines if they
do not comply with their policies that are based on the
Accounting Act, and if their annual published reports do
not contain or misrepresent information that is deemed
to be substantial for the purposes of the report. All
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14. Act on the Order of Tax
Administration Procedures
1. Amendments concerning the general
rules of tax administration procedures
As of 1 January 2018, the Act regulates the cases for
terminating procedures. However, there is no possibility
to terminate tax audits started by presumed delivery of
notice in 2018 or to close them as unsuccessful. In order
to remedy this situation, the legislation sets forth that the
tax authority will terminate the procedure if the legal facts
could not be clarified to an extent required for adopting a
decision and no result may be expected from additional
procedural action in procedures launched ex officio.
The legislation reintroduces a rule from a previous version
of the Act on the Rules of Taxation. For the purposes of
administrative deadlines, the period from the notice for
providing missing information and data required to clarify
the facts until the request is fulfilled, as well as the period
of test production will be disregarded.
The Act originally has not fully implemented the old rules
concerning the content of decisions which caused a legal
uncertainty, therefore the legislation expands upon the
obligatory substantial elements of decisions.
The amendment to security measures and temporary
security measures aims primarily to enable the Act to

clearly define how long security measures and temporary
security measures may last, and how long payments
may be authorised from frozen payment accounts.
Accordingly, the proposal states that security measures
shall cease when the deadline for payment specified in an
enforceable decision of the tax authority that determines
a liability expires. The tax authority shall provide for
terminating any temporary security measure ordered in its
decision assessing the liability. Also, the decision ordering
a temporary security measure needs to contain the
calculations that form the basis of determining the amount
to be secured. For measures ordered after 1 January 2019,
the state tax and customs authority will permit payments
from a frozen payment account if taxpayers confirm that
they are unable to make payment from funds outside
the frozen assets, or their activities will suffer an onerous
limitation by doing so. Payment from a frozen payment
account is permissible until the decision assessing a
liability that forms the basis of the security measure
becomes final.

2. Amendments concerning audits
Conducting tax audits at companies that have net sales
revenue reaching HUF 60 billion in two subsequent
business years where the after-tax profit is zero or

negative in both years will be mandatory. The state tax
and customs authority will conduct the tax audit after the
annual report for the second business year is approved.
Companies established without a legal predecessor are
to be exempted from audit in respect of the first four
business years. In the case of legal succession, however,
the legal predecessor company’s operation should also
be taken into account. This provision is to be applicable in
respect of business years in 2019 and onward.
Council Regulation (EU) No 904/2010 on administrative
cooperation and combating fraud in the field of value
added tax introduces the concept of mandatory
administrative control. Essentially, this states that in the
event that, pursuant to a risk of VAT fraud, the competent
authorities of at least two Member States find a need
to audit VAT related to the sale of products or services
taxable in the inquiring authority’s Member State but
where the taxpayer is established in the Member State
of the authority inquired, the authority inquired - in a
given case, NAV of Hungary - may not refuse to carry out
the audit based on such a joint inquiry. Officers of the
inquiring authorities may actively take part in that audit,
and the detailed rules are to be set out in the Act.
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The rules on exercising the right to appeal were also
clarified, namely it will not be possible to refer to new
facts in the appeal that have not been known to the
tax authority of first instance at the time of making its
decision, or in the case of audit, at the time when the
deadline open for submitting comments expired, and no
evidence may be submitted that the taxpayer failed to
submit by the time the decision was made or, in the case
of audit, by the time the deadline open for submitting
comments expired, even if the taxpayer has made
reference to such evidence earlier.

that the new procedure should be started within sixty
days of the date when the decision is communicated is to
be restored. The provision stating that if an administrative
court instructs the tax authority to conduct a repeated
audit, that audit may not be commenced until the decision
adopted in a procedure launched as renewal of litigation or
a petition for judicial review becomes final and enforceable
will be repealed.

The evidencing restrictions also apply in the case of
repeated tax audits, relevant in respect of evidence
submitted in the course of the original audit. In addition,
the legislation requires that a procedural penalty is levied
in the event of failure to provide missing documentation
due to obstructing the audit in the course of audits,
supplementary audits and repeated audits. The provision

23

15. Act on Foreclosure Procedures
to be Implemented by
the Tax Authority
According to the legislation, in the event that a tax
return or data reporting is filed with a delay, the statute
of limitations for the right to foreclose tax debt is to be
interrupted on the date when the tax return or data
reporting is filed, and will re-commence on the day that
follows the submission of that tax return or data.
If a debtor fails to hand over a vehicle under foreclosure at
the tax authority’s notice, and it cannot be located at the
debtor’s place of residence (whether permanent or not) or
registered office, permanent establishment or branch, the
tax authority may issue a warrant in order to determine
where the vehicle is located.
In the future, a payment account could be frozen if
the debtor has no other asset that may be subject
to foreclosure, which serves to cover the amount to
be secured. As such, the principle of graduality will
be satisfied for temporary security measures and
security measures as well. However, concerning the
implementation of a security measure, it is no longer set
forth in the legislation that it may not result in preventing
the debtor from pursuing its business activity.
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