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Dear Readers,

Afew months ago, the WTS Klient group
opened a new chapter. The weeks since
have been marked by continuous re-
newal and development. But this we
canonly achieve by having a greatteam
behind us, committed to delivering a
quality service and open to change. We
do this for selected, trusted clients, who
recognise and value our performance.
The added value, and our clients' satisfaction and success are our
success, so it is worth all the work and attention.

The Hungarian football team too deserves praise for its performance in
June. Of course, as Hungarians, we are immensely proud of the fact that
the Hungarian national team beat England 4-0, in England, but what
made this worth mentioning here was the team performance behind
the result. This miraculous footballing success could not have happened
without unity among the individual players in the team, and without the
team believing in itself. The secret to our success is that the employees
and managers of WTS Klient all believe that we are good, and that we
can be even better by forming a committed, cohesive team. This open-
ness to development, reliability, teamwork and a good atmosphere are
what make our people want to work for us. We can only trust in our
clients to continue looking forward to working with us in the future,
recognising these values.

Both our experienced and younger colleagues alike have been given
the opportunity over the past few months with promotions to senior,
manager, director and partner positions to further drive progress with
their knowledge, experience, dedication and youthful energy. By auto-
mating workflows and improving our digitalisation, we want to make
life and work easier and more efficient for our clients and ourselves.
To meet the challenges of the (ast two or three years, and to the delight
of our staff, we are working on IT and office designs that fit the hybrid
model of working partly from home and partly in the office.

In our newsletters, we continue to make sure that we do not lose sight
of the most important changes in our domestic and wider environment,
whilst paying attention to the details too.

We hope you keep reading our news, stay tuned, and please feel free
to contact us if you have any questions.

Szabolcs Szeles
Senior Partner
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The second edition of the WTS
Global VAT Newsletter in 2022
wants to share with you insights
on the latest developments in
terms of VAT and GST in six coun-
tries. You can download the newvs-
letter in PDF format here: WTS
Global VAT Newsletter #2/2022

The first WTS Global International
Corporate Tax Newsletter this
vear focuses on changes in inter-
national tax law and country-
specific tax law developments
with respect to cross-border trans-
actions in 13 countries. You can
download the newsletter in PDF
format here: WTS Global ICT
Newsletter #1/2022
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SAF-T data reporting

New digital development from Hungarian tax authority

Author: Béla Kovacs
bela.kovacs@wtsklient.hu

L terms, SAF-T is a well-formatted XML data file containing ¢

ity's various ERP systems and sub-systems.

In recent months we have read and heard more and more about
the SAF-T report or SAF-T data reporting, the latest technological
development of the Hungarian tax authority. Let us take a closer
look at what we are talking about here exactly.

As of 1 July 2018, data reporting on online invoicing was intro-
duced in Hungary by the tax authority. You can remember we
were afraid because we knew nothing about it, neither as tax-
payers nor as tax specialists. Explicitly or implicitly, we knew that
the NAV would possess even more taxpayer data. In the four
years since its introduction, we can say our software reports data
on every outbound invoice, and this has all become part of every
taxpayer's life, so maybe it is not so terrible after all.

OECD recommendation and the purpose of SAF-T data reporting

The latest idea from the tax authority, based on an OECD recom-
mendation, is the so-called Standard Audit File for Tax, SAF-T for
short. The point of SAF-Tis that, according to the plans, all company
information related to accounting, invoicing and taxation will
have to be submitted digitally to the tax authority, in one stan-
dard file. In practical terms, SAF-T is a well-formatted XML data
file containing data from the entity's various ERP systems and
sub-systems. The data content is divided into master data and
transactional data, and it refers to a given financial or settlement
period. The standard file is created in a standardised format in
XML language, respecting only the validation scheme in the
available XSD files.

Obviously, the main aim is to enable the tax authority to conduct
inspections more effectively based on the information received,
or, on a more positive note, to provide support for the work of
taxpayers in a more specific way focusing on the individual tax
payer. Furthermore, the purpose of or ways to use SAF-T data

reporting include supporting external and internal audits, and
making the data transferrable between companies and govern-
ment bodies.

Foreign examples

It is also heard that the Hungarian tax authority wants to intro-
duce data reporting with a broader primary dataset than that
laid out in the international recommendation. There are two
versions to the OECD recommendation, and in Hungary the latest
SAF-T draft was prepared based on version 2.0. This data structure
was primarily developed to support tax authority inspection pro-
cedures, and it only supports ad hoc data requests, in its current
form it is not (yet) suitable for reqular data reporting.

The tax authority's vision in Hungary is not unprecedented, in
several countries - such as Portugal, Poland and Norway - the
idea has been introduced in one form or another in recent years.

continued on page 3

Developing and operating online invoice
data reporting and related services

Changing the IT systems and invoicing software of com-
panies to facilitate the SAF-T data reporting system and
the new format may pose challenges for the IT and
finance experts of Hungarian companies, just like during
the previous transitions. WTS Klient Business Automation
will gladly help you with the transition and with devel-
oping the digital systems necessary to fulfil the new data
reporting obligation.
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Timing of SAF-T data reporting

So far we have talked about subsequent data reporting, but for
lack of a decision from the legislator it is not clear when the stan-
dard file will need to be created. One version is that companies
will need to generate the SAF-T files following the preparation of
the balance sheet, and they must be kept throughout the reten-
tion term for the given period. The data reporting contains both
mandatory and optional elements. It is possible, though, that the
file might only have to be created at the request of the tax
authority based on a taxpayer notice for the start of a tax inspec-
tion, in which case the number of this notice will be a mandatory
element of the data reporting.

When does it start?

As mentioned above, no decision has yet been made about the
time for introducing the SAF-T, about any deadlines and the
exact nature of the data reporting; what seems to be presumable
is that the VAT module will be introduced first. Until then, it is
worth familiarising yourself with the thought, the ideas of the
tax authority, and that a solution hopefully beneficial for taxpayers
will be realised when the legislator's regulation finally becomes

available for taxpayers and professionals alike.

> Our expert

Béla Kovacs

Senior Manager

Tax Consulting

Telephone: +36 1 887 3730
bela.kovacs@wtsklient.hu

Education
» economist

» tax advisor
» certified VAT expert

Specialisations

» tax advisory in all tax types

» value added tax planning

» tax authority inspections

» preparation and reviews of
transfer pricing documentation

» due diligence

Languages
Hungarian, German, English

Latest publications

» Personal income tax refund
for foreigners in Hungary

» One story ends, another
begins: the tax consequences
of Brexit

» Are you an expat worker in
Hungary? Be aware of the
following before filing your
returns in Hungary!
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Tax-free bicycle use

From this year, bicycles provided for employees are tax-free

Author: Marianna Fodor
marianna.fodor@wtsklient.hu

Tax-exempt bicycle use can be provided not just for employees, but also for their family members,
private individuals engaged with the paying agent, as well as managing directors and members not
in an employment relationship.

From 1 January 2022, a new tax-free benefit was added to Annex 1
of the Hungarian Act on Personal Income Tax, namely, tax-free
bicycle use. Accordingly, private use of bicycles provided by the
paying agent, powered solely by foot or aided by an electric engine

of up to 300W, is exempt from personal income tax. Tax-free bi-
cycle use may help encourage employees and could be provided
as a fringe benefit if the paying agent extends the scope of bene-
fits available in its fringe benefit policy.
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Conditions of tax-free bicycle use

However, tax-free bicycle use is subject to strict conditions in
Hungary. For example, it matters who gives the bicycle to whom.
The tax-exemption is applicable for use ensured by the paying
agent. The good news, though, is that tax-free bicycle use can be
provided not just for employees, but also for their family mem-
bers, private individuals engaged with the paying agent, as well
3s managing directors and members not in an employment rela-
tionship.

Another condition is what type of device can be handed over tax-
free. The Act on Personal Income tax does not define the term
"bicycle”, so we have to consider the definition set out in the
Hungarian road traffic rules, according to which a bicycle "is a
vehicle with at least two wheels powered by the user and poten-
tially aided with an engine of up to 300W". The tax-exemption
does not apply to scooters and mopeds.

The legislator exempted the use of bicycles from tax, so if the
employer transfers ownership of the bicycle to the employee or
anotherindividual, this will not be deemed a tax-free benefit. On
the other hand, it is not necessary for the paying agent to own
the bicycle: tax-free bicycle use is also lawful if the paying agent
rents the bicycle or uses a bicycle sharing service. In the case of
tax-free bicycles, the given bicycle does not have to be assigned
to a specific user, it is also possible for the bicycles always to be
used by the individuals who need them at a given moment.

Ifthe above conditions are met, tax-free bicycle use could also be
applicable even if the private individual uses the benefit exclu-
sively for private purposes.

Tax-free bicycle use in other tax laws

Tax-free bicycle use appears not only in the Act on Personal Income
Tax, the Corporate Tax Act of Hungary was also amended as of
1January 2022.The costsincurred by acquiring and operating the
bicycles are deemed business-related costs.

As a generalrule, based on the Hungarian VAT Act, the VAT on pur-
chased bicycles can be deducted by the company, if it has a right
to deduct VAT and the product is used for business purposes. If a
bicycle is used entirely for the business purposes of a company,
forinstance a courier company uses a bicycle for delivery services,
the VAT on that can be deducted in full. If a bicycle is used for busi-
ness as well as private purposes, the VAT can be deducted at the
ratio the asset is used for business purposes. So for example, the
VAT on bicycles received and used exclusively for commuting and
free-time activities may not be deducted.

Fringe benefit consulting

The payroll team at WTS Klient Hungary has been carry-
ing out payroll activities for large international compa-
nies for nearly 25 years, and has diverse experiences with
fringe benefit systems too. Feel free to contact us if you
have any questions regarding tax-free bicycle use or any
other issues related to tax-exempt benefits, or would
like to entrust us with your company's payroll activity.

> Our expert

Marianna Fodor

Partner

Payroll

Telephone: +36 1 887 3766
marianna.fodor@wtsklient.hu

Education

» payroll accounting
» social security manager
» tax advisor

Specialisations

» payroll
» social security
» fringe benefit

Languages

Hungarian, English

Latest publications

» Family support benefits in
2021-2022

» Personal income tax base
allowances in Hungary in
2021

» Health service contribution
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Missed statutory audit? Here are the consequences!

It could even cost a company its tax number

Author: Anita Toki
anita.toki@wtsklient.hu

Where a statutory audit is conducted, the filing and publication obligation for financial statements
pursuant to the Act on Accounting can only be met by attaching the auditor's report. Failure to do so
is grounds for not meeting the filing and publication obligations related to the financial statements.

After 31 May, a large number of accountants and businesses in
Hungary can breathe a sigh of relief as companies with a normal
financial year have submitted their annual tax returns and pub-
lished their financial statements. But what happens in the event
of a missed statutory audit, and the financial statements have
been published without an auditor's report? What are the conse-
quences of this, and more importantly, how can a company rectify
the situation?

Who are subject to a statutory audit?

In our earlier articles (including here and here) we discussed who
are subject to a statutory audit in Hungary. To summarise here
briefly, the obligation to be audited is primarily prescribed by the
Hungarian Act on Accounting. It is partly linked to thresholds,
namely, if a company's net sales revenue in the two financial
years prior to the reporting year did not exceed HUF 300 million
(roughly EUR 758,000) on average, and the average headcount
in the same two years did not exceed 50 people, then the com-
pany does not have to be audited. On the other hand, the type
and activity of the company along with other aspects define
the criteria for a statutory audit.

This latter group includes consolidated Hungarian companies,
irrespective of which country the consolidation takes place in,
and whether the company's individual figures reach the above
thresholds or not.

How can you determine if there has been a missed statutory
audit?

Each company with a filing and publication obligation related to
financial statements has to fulfil such obligations electronically.
In this process, the authorised business gate user or the case
manager sends the financial statements to the Company Infor-
mation and Electronic Company Registration Service provided by
the Ministry of Justice (Company Registration Service) through
the Online Reporting and Form Completion System.

The financial statements data published at the Company Regis-
tration Service are public, i.e. accessible by anyone. Based on the
information queried here, the tax authority, the Court of Regis-
tration and, for instance, the Chamber of Hungarian Auditors
can learn about the company's details, its operating form, activi-
ties, and among other things, whether the statutory audit thresh-
olds on average for the two years prior to the given financial year
were exceeded.

If @ company's individual figures do not reach the above-men-
tioned threshold, but it is consolidated in Hungary or in another
country, then the Hungarian company is subject to a statutory
audit. However, determining this fact about consolidation is quite
a lengthy procedure for someone outside the company.

What to do in the event of a missed statutory audit?

If you are facing a missed statutory audit, this must be rectified
assoon as possible. The auditor must be chosen for at least a year
under an engagement contract. The statutory auditor may be an
individual or an audit firm registered at the Chamber of Hunga-
rian Auditors. If the audit is conducted by an audit firm, a person
responsible for the audit must be appointed. The entity's com-
pany-law documents must be amended to include the name of
the selected auditor, which must also be registered with the
Court of Registration. The information on which financial years are
audited under the engagement is not recorded in the company
register, but is set out in the engagement contract.

Published financial statements cannot be subsequently re-
placed or corrected. In certain cases, financial statements may be
suspended within 12 months of publication, but this may not hap-
pen because an audit was not carried out. No attachments may
be added to financial statements already published, noris it pos-
sible to subsequently upload the independent auditor's report as
a mandatory attachment, if the company has failed to do so.

The fact an audit was not carried out for the previous year may

be mentioned in the financial statements of the reporting year
containing an auditor's report.
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Whose responsibility is it to meet the company’s audit obli-
gation?

Within the company's highest decision-making body it is the joint
responsibility of the members to ensure that the compilation
and publication of the financial statements comply with the
statutory provisions.

What are the legal consequences of a missed statutory audit?

Where a statutory audit is conducted, the filing and publication
obligation for financial statements pursuant to the Act on
Accounting can only be met by attaching the auditor's report.
Failure to do so is grounds for not meeting the filing and publica-
tion obligations related to the financial statements.

When conducting a statutory audit, failing to file and publish an
independent auditor's report can give rise to a legality procedure
pursuant to Section 74 (1) d) of the Companies Act and/or to the
initiation of a tax authority procedure pursuant to Section 227 of
Act CL of 2017 on the Rules of Taxation, including, among other
things, a cancellation of the tax number.

In addition to the above, pursuant to the Hungarian Act on the
Rules of Taxation, the tax authority may impose a default penalty,
and the general liability rules of the Civil Code apply to violations
of accounting rules.

In summary, a missed statutory audit must be rectified as soon as
possible. It should also be taken into account that the auditor
may not only want to examine the reporting year, but also the
previous financial year, to be able to consider the opening figures
of the reporting year as duly substantiated. This is time-consuming
and costly for the company, but can still be more cost-effective
than a default penalty or other legal consequences.

Accounting

In the event of a missed statutory audit, the non-com-
pliant company may still avoid the legal consequences
-such as the default penalty or a cancelled tax number -
if the management takes the necessary steps in time.
The accountants at WTS Klient Hungary have helped
prepare and publish countless financial statements in
the nearly 25-year history of the company, and have in-
depth experience with statutory audit obligations. Feel
free to contact us if you have a question on this topic, or
would like to entrust us with your company's accounting.

> Our expert

Anita Toki

Director

Accounting

Telephone: +36 1 887 3725
anita.toki@wtsklient.hu

Education

» economist

» chartered accountant

» IFRS-certified chartered
accountant

» tax advisor

Specialisations Latest publications

» accounting
» IFRS
» accounting advisory

» Registered office, perma-
nent establishment, branch
office, document storage
location, place of central

» Normal financial year or
different financial year?

» Accounting policies: guide-
lines for accounting trans-
actions at companies

Languages

Hungarian, English
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Company car tax in Hungary changing from July

Tax burden nearly doubling

Author: Addm Pécsek
adam.pecsek@wtsklient.hu

The company car tax amendment means that potentially all businesses will have to monitor the
changingtax burden.

As part of the raft of measures referred to as the extra-profit tax
by the Hungarian government, the rate of the company car tax is
also to change from July. Although the tax package promulgated
by decree will generally impact on businesses in certain sectors,
the company car tax amendment means that potentially all busi-
nesses will have to monitor the changing tax burden.

Company car tax in general

Amending the company car tax does not affect the scope of tax-
payers, the subject of the tax or the procedural requlations, it is
only a change to the tax rate. So in this respect, there should be
no bigsurprises for businesses in Hungary: the general provisions
detailed in our earlier article are the only ones to bear in mind.

The company car tax continues to apply for passenger cars, which
are

> not owned by private individuals and have a Hungarian
licence plate, or

> are privately owned or have a foreign licence plate and costs
are accounted on them in accordance with the Act on
Accounting or the Act on Personal Income Tax.

Based on the above and further provisions in the legislation, two
very important conclusions can be drawn regarding the persons
liable for paying the tax. Firstly, not only businesses (economic
entities) established in Hungary may be subject to the company
car tax, but foreign enterprises too. Secondly, the business using
the car does not have to own the car to become liable for the tax
(with particular regard to rental and leasing arrangements).

Another important factor is that the obligation to pay the compa-
ny car tax is also independent of where the vehicle is used. So for
instance, when setting up foreign posting arrangements, compa-
nies must account for company car tax when determining the
expenses incurred in connection with the posting.

What has changed?

The tax continues to be assessed monthly for every passenger car
based onthe engine power expressed in kilowatts and emissions
standards, using the itemised tax rates set out in the legislation
and the decree.

The monthly rate of the company car tax based on emissions
standards and engine power until 30 June 2022:

Engine power Emissions standard

(k) 0-4 6-10 5,14,15
HUF | EUR | HUF | EUR | HUF | EUR

(roughly) (roughly) (roughly)

0-50 16,500 41 8,800 22 7,700 19

51-90 22,000 55 11,000 28 8,800 22

91-120 33,000 83 22,000 55 11,000 28

over120 44,000 | 110 | 33,000 83 22,000 55

The monthly rate of the company car tax based on emissions
standards and engine power from 1 July 2022:

Engine power Emissions standard
(kw)
0-4 6-10 5,14,15
HUF EUR HUF EUR HUF EUR
(roughly) (roughly) (roughly)

0-50 30,500 77 16,000 40 14,000 35
51-90 41,000 103 20,000 50 16,000 40
91-120 61,000 153 41,000 103 20,000 50
over 120 81,000 203 61,000 153 41,000 103

When is the new tax rate applicable?

In line with the decree, the company car tax amendment is tem-
porary, with the increased rates applicable between 1 July 2022
and 31 December 2022. However, it will be worth keeping an
eye on law amendments from 1 January 2023, as a provision
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implemented on a temporary basis can be passed into law by
legislation (see, forinstance, the special retail tax), and the Hun-
garian government may also adopt other special measures to
ensure the stability of the national economy during the declared
state of emergency.

What are the consequences of the company car tax amend-
ment in numbers?

Until 30 June 2022, the monthly tax rate was set within the HUF
7,700 - 44,000 (roughly EUR 20 - 111) range. In the second half
of 2022, the tax rate will range from HUF 14,000 up to HUF
81,000 (roughly from EUR 35 up to EUR 204). In terms of the indi-
vidual passenger car categories, this is equivalent to a tax hike of
82-86%. (In terms of amount, the monthly tax increase will be
HUF 6,300 - HUF 37,000; roughly EUR 16 - 93.)

Given that the company car tax must be paid in full every month
in which costs are accounted in some way on the car concerned,
or the vehicle was owned by the taxpayer (which means using a
daily pro rata method is not possible), companies in Hungary
may incur an additional cost ranging from HUF 37,800 to HUF
222,000 (roughly from EUR 95 to EUR 559) per passenger car.

With the tax changes and the increase in energy costs, companies
must take special care when planning the use of cars.

How can you avoid the increasing burden?

It is perhaps too soon to envision a future in which the partici-
pants of a client meeting all roll in on their company bicycles, in

spite of the fact that legislation is trying to steer businesses in this
direction too by introducing personal income tax exemption for
bicycles provided by employers from 1 January 2022. In reality,
taxpayers still favour car rental arrangements, which is facilitated
by ensuring the right to deduct up to 50% of the value added tax
on rental fees.

Not every caris subject to company car tax, however, as the tax is
not applicable to environmentally friendly cars, so its amend-
ment will not impact green-minded companies. Tax-exemption
and other tax-related reliefs regarding environmentally friendly
vehicles may in future act as incentives for the spread of electric
cars in the business sector.

Due diligence of companies and assess-
ment of tax risks

From a tax perspective, there are many circumstances
that have to be considered in the context of using of
passenger cars, both for company cars and for other tax
purposes. Since the increasing tax burden means a higher
taxrisk, feel free to contact us if you have any questions
on how your company is impacted by the topic. Our spe-
cialists will be happy to help you in assessing the risks.

> Our expert

Adam Pécsek
Supervisor

Tax Consulting

Telephone: +36 1 881 0607
adam.pecsek@wtsklient.hu

Education
» economist

» tax advisor
» chartered accountant

Specialisations

» compliance, preparation of
tax returns in all taxes

» VAT-registration of foreign
companies and related tax

Latest publications

» Establishing cross-border
service permanent estab-
lishments in Hungary

» New EKAER decree from

consulting 1 January
» transfer pricing, preparation of
transfer pricing documentation ~ Languages

» tax advisory related to
international postings

Hungarian, German

The latest WTS Klient Newsflash on the extra-profit tax is out now

The details of the so-called extra-profit tax announced earlier by the Hungarian government were

| sz | wis

revealed in the Hungarian Gazette on 4 June 2022. The latest WTS Klient Newsflash gives you an

overview of the most important points of the government decree including special taxes affecting a

wits klient newsflash s

total of eight economic sectors and the increase of other existing taxes. Click here and learn above

other changes too besides the amended rate of the company car tax:

WTS Klient Newsflash - Extra-profit tax
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This WTS information does not constitute advice and it serves only to provide general information about selected topics.

Any information contained herein shall thus not be considered exhaustive, and nor may it be relied upon instead of advisory services
in individual cases. We accept no liability for the accuracy of the content.

Should you have any questions regarding the above or any other professional issues, please do not hesitate to get in touch with your
WTS advisor or use any of the contact details below.

Services of WTS Klient Hungary: You can request for our You can sign up for our
online offer by one single click: newsletter by one single click:

» Tax consulting online offer >
» Financial & accounting advisory
» Accounting

» Payroll
» IT/ Business Automation

v

v

WTS Klient Hungary

1143 Budapest . Stefania (it 101-103. - Hungary
Telephone: +36 1 887 3700 . Fax: +36 1 887 3799
info@wtsklient.hu « www.wisklient.hu
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