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INTRODUCTION

On November  16,  2010 the Hungar ian Par l iament  accepted

severa l  tax  law changes which ef fect  the net  income of

pr ivate persons. These changes relate to the tax restructur ing

pol icy  of  the new government .  As par t  of  the implementat ion

process the PIT revenue of  the state  budget  wi l l  decrease

dramat ica l ly,  however  th is  shortage wi l l  be f inanced wi th

other  tax  e lements  payab le  by  corporat ions  in  d i f fe rent

industr ies .

In  the present  newslet ter  we wi l l  t r y  to  summar ize the most

impor tan t  tax  l aw changes  wh ich  w i l l  i n f luence  p r i va te

indiv idua ls ’  net  income and the wage cost  of  companies.

Even more,  there are a  couple of  changes re levant  for  your

expatr ia te  employees and may requi re  a  rev iew of  the current

ass ignment  s t ructures.

I f  you would l ike  to  get  in format ion about  the other  tax  law

changes ef fect ive as of  2011 or  appl icable  ret roact ive ly  for

2010,  p lease  see  our  TAX SHOOTER regard ing  tax  law

changes 2011.

T h e HHRR s h o o t e r

(December,  2010)



Employee’s l iabi l i t ies

Personal income tax 

Employee’s healthcare 
contribution

Employee’s pension found 
contribution

Employer ’s  l iabi l i t ies

Employer’s healthcare 
contribution

Employee’s pension 
contribution

2010

HUF 0-5 000 000    17% 

above HUF 5 000 000    32% 

tax base correction item 27%

7.5%

9.5%

capped - applicable cap 7 453 300 

3%

24%

2011

16%

Tax base correction item 27%

7.5%

10%

capped – applicable cap 7 665 000 

3%

24%

rate

base

PERSONAL INCOME TAX

Introduct ion of  the 16% f lat  rate in  per-
sonal  income taxat ion

From January 1,  2011 the personal  income tax
rate is  16%. This  tax rate  is  appl icable  to  the
consolidated tax base and to other income l ike
in te res t ,  d iv idend,  sa le  o f  rea l  es ta te  and
capi ta l  ga in .

Effective tax rate of consolidated tax base

The 27% personal  income tax base correct ion
i tem,  the so ca l led “supergross”,  wi l l  remain in
the system for 2011, i .e.  the effect ive personal
income tax rate  of  the consol idated tax base
is  20.32%. The personal  income tax correct ion
i tem wi l l  be abol ished in  two steps.  In  2012
the personal  income tax correct ion i tem wi l l
be 13.5%, consequent ly  the effect ive tax rate
wi l l  be reduced to 18.16%. As of  2013 the per-
sonal  income tax base correct ion i tem wi l l
cease to ex ist  and the effect ive tax rate  wi l l
be equal  wi th  the f la t  rate ,  i .e .  16%.

Wage cost  versus net  income

The wage cost  of  employers wi l l  not  change in
2011 compared to 2010. However, the employees’
net income wi l l  be reduced by 5%, due to the
fact that the pension contr ibut ion payable by
the employees wi l l  be increased by 5%.

Addi t iona l  to  that  the 8% pr ivate pens ion fund
contr ibut ion has been reduced to 0% f rom
October 2010 unti l  the end of 2011. This change
does not effect the net income of employees.

Tax credi t

As of  2011 an ind iv idual  wi l l  be ent i t led to a
16% tax credi t  o f  up to HUF 12 100 month ly  i f
the annual  income of  the year  is  not  more than
THUF 2 750.  For  employees whose annual
income is  h igher  than the above ment ioned
amount ,  but  lower  than THUF 3 960,  the tax
credi t  wi l l  be reduced proport iona l ly.

Fami ly  a l lowance

In  order  to  reduce the personal  income tax
base  ( “ supe rg ross” ) ,  mar r i ed  coup les  and
spouses can take into cons iderat ion a fami ly
a l lowance depending on the number  of  the i r
dependent  ch i ldren -  HUF 62 500 in  case of
one or  two ch i ldren and HUF 206 250 i f  there
are 3 or more dependent chi ldren. I t  is  possible
to make a declarat ion about  the appl icat ion
and to share the fami ly  a l lowance between
parents .  

Income bear ing no tax burden

The def in i t ion of  income bear ing no tax burden
wi l l  be abol ished as of  2011.  Star t ing f rom
2011 pension and those types of social subsidies
wh ich  were  t rea ted  p rev ious l y  as  i ncome
bear ing no tax burden wi l l  be t reated as tax
exempt income.

Reclassi f icat ion of  non-cash payments

As of  2011 three new categor ies of  non-cash
payments are int roduced.  These are:  benef i t  in
k ind,  f r inge benef i t  and non-cash benef i t .

Benef i t  in  k ind

� Trave l ,  accommodat ion,  food,  dr ink,  other
serv ices prov ided dur ing a program f ree or
for  d iscounted rate  (except  t rave l  and
accommodat ion cost  of  bus iness t rave l ,
food,  dr ink,  serv ices t reated as represen-
tat ion or  bus iness g i f t )

� Group insurance
� Pr ivate use of  phone
� Business g i f t  (25% of  the min imum wage)
� Smal l  va lue g i f t  (10% of  the min imum

wage)  three t imes a year
� Representat ion or business gi f t  i f  the provi-

der  is  not  subject  to  corporate income tax
� I f  the f r inge benef i t  va lue is  h igher  than

the appl icable  l imi t  descr ibed below



Vacation voucher 

Hot meal voucher 

Cold meal voucher

Training costs 

Schooling assistance 

Local public transport passes 

Internet cost

Széchenyi Recreation Card

Contribution to a private 

pension fund supplementing the

employee’s membership fee

Contribution to a voluntary

pension fund 

Contribution to a health fund

and self – help fund

2010

73 500 HUF / year / person

HUF 18 000 / per month 

-

Official trainings, up to double and

half of the minimum wage 

30% of the minimum wage 

Payable fee 

-

-

2% of the monthly salary

50% of the minimum wage per month 

30% of the minimum wage per month 

2011

HUF 76 800 / year / person*

HUF 18 000 / per month 

Official trainings, up to double 

and half of the minimum wage* 

30% of the minimum wage* 

Payable fee 

HUF 5 000 / per month

HUF 300 000 / per year

-

50% of the minimum wage* per month 

30% of the minimum wage* per month 

The tax base of benef i ts  in  k ind i s  119%, the
prov ider  company has a payment  l iab i l i ty  of
16% personal  income tax and 27% heal thcare
contr ibut ion.

In  case of  f r inge benef i t the tax base wi l l  be
119% and the provider company has a payment
l iab i l i ty  of  16% personal  income tax.  

Non cash benef i t

Any other  non-cash benef i t  should be t reated
accord ing to the lega l  re lat ionship between
the private individual and the provider company
and should be taxed accord ingly.  Genera l ly
such income would be part  of  the consol idated
tax base.  The tax base wi l l  be 1.27% and the
pr ivate indiv idual  is  l iable to pay 16% personal
income tax and the appl icable  socia l  secur i ty
contr ibut ions.  Depending on the lega l  re la-
t ionship,  27% socia l  secur i ty  contr ibut ion or
27% heal thcare contr ibut ion is  payable by the
prov ider  company.

Taxat ion of  interest ,  d iv idend,  capi ta l
gain,  sa le  of  real  estate

The taxat ion of  income taxed separate ly  ( i .e .
income f rom interest ,  d iv idend,  capi ta l  ga in ,
and the sa le  of  rea l  estate )  wi l l  a lso change.
The current  10%, 20% and 25% tax rates wi l l
be replaced by the 16% f lat  rate ,  and no tax
base addi t ion wi l l  be appl ied.  Th is  means that
the  d iv idend tax of  d iv idend income f rom any
share reg istered on stock exchange of  an EEA
country  wi l l  increase by 6%.

Real  estate renta l  income

As of  January 2011,  the rea l  estate renta l
income is  par t  of  the consol idated tax base
and the appl icable  tax rate  is  16%. The rea l i -
zed income can be decreased by 10% f lat  cost
wi thout   hav ing any documentat ion or  wi th  the
rea l  costs  documented proper ly  accord ing to
the re levant  sect ion of  the PIT law.

Tax advance deduct ion /  payment

Because of  the implementat ion of  the f la t  rate
a l l  specia l  ru les of  the tax advance payment
/deduct ion are abol ished.  The employer,  the
d i sbu rse r  o r  t he  p r i va te  i nd i v idua l  shou ld
ca lcu la te ,  deduc t ,  and  pay  16% pe rsona l
income tax.

Poss ib i l i t i es  to  dec la re  the  annua l
income tax l iabi l i ty

Employer ’s  personal  income tax declarat ion
� i f  the employee fu l f i ls  cer ta in  condi t ions,  i t
is  poss ib le  to  ask the employer  for  an employ-
er ’s  tax declarat ion,  however  the employer  has
the r ight  to  re fuse th is  request .

Tax return preparat ion with the involvement
of  the Hungar ian Tax Author i ty
� i f  the pr ivate ind iv idual  is  ent i t led to ask the
Hungar ian Tax Author i ty  to  prepare a  s impl i -
f ied tax return.

Personal  income tax declarat ion
� prepared and f i led by the pr ivate ind iv idual

Tax statement
� new instrument, first applicable for income reali-
zed in 2011, certain condition should be fulfi l led.

*  Va lue is  equal  wi th  the min imum wage which is  subject  to  approval  of  the Par l iament

Fr inge benef i t – l is ted benef i t  prov ided by the employer



Address:  1051 Budapest ,  Roosevel t  Square 7/8.

Telephone:  + 36 1 270 9900 � Fax:  + 36 1 270 9990 � E-mai l :  gobert . fest@luther- lawf i rm.com � www.gobert fest .com

The in format ion in  th is  newslet ter  is  correct  to  the best  of  our  knowledge and bel ie f  a t  the t ime of  go ing to press.

P lease note that  the in format ion in  our  newslet ter  is  not  in tended to be re l ied on as tax  adv ice and cannot  rep lace

consul tat ion wi th  tax  adv isors .

Can we be at  your  assistance?

In  case any employment  re lated  quest ions may affect  your  company and you have addi t iona l
inqui r ies  in  th is  respect ,  p lease fee l  f ree to  contact  us:

I ld ikó Hadas
Partner,  Head of  Tax

E-mai l :  I ld iko.Hadas@luther- lawf i rm.com

Luther
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SOCIAL SECURITY

Employee’s pension contr ibut ion

The pension contr ibut ion of  the employee wi l l
be ra ised by 0,5% and wi l l  reach 10% as of
2011.
The pr ivate pension fund contr ibut ion wi l l  be
cancel led as of  November 2010. Members of
pr ivate pension funds are obl iged to pay 10%
state pens ion contr ibut ion.  T i l l  December  31,
2011 the membership fee of  the pr ivate pen-
s ion fund wi l l  be 0%.

Employer ’s  socia l  secur i ty  contr ibut ion

The employer ’s  soc ia l  secur i ty  cont r ibut ion
remains the same amount  as in  2010,  i .e .  27%.

Month ly  con t r ibu t ion  o f  non- insu red
indiv iduals

The month ly  contr ibut ion for  non- insured wi l l
ra ise f rom HUF 4 950 to HUF 5 100.

Changes in  the socia l  secur i ty  registra-
t ion system of  expatr iates

Star t ing f rom 2011 i f  an employee -  who is
subject  to  the EEA socia l  secur i ty  system -
works in  Hungary in  the interest  of  a  fore ign
EEA employer  and is  not  protected by a va l id
A1 statement  the fore ign employer  is  obl iged
to pay,  report  and reg ister  in  Hungary for
soc ia l  secur i ty  purposes,  accord ing to  the
gene ra l  r u l e .  The  fo re ign  emp loye r  can
exerc ise  i ts  l i ab i l i t i es  i tse l f  o r  th rough i ts
Hungar ian branch.

The fore ign employer  could fu l f i l l  i ts  soc ia l
secur i ty  declarat ion,  payment  and reg ist rat ion
requ i rements  by  us ing  a  Hunga r i an  f i sca l
representat ive as wel l .

Howeve r,  i f  t he  fo re ign  emp loye r  w i l l  no t
accompl i sh  i t s  soc ia l  secur i t y  dec la ra t ion ,
payment  and reg ist rat ion obl igat ion,  in  the
above ment ioned way,  the employer  wi l l  be
automat ica l ly  obl iged to comply wi th  a l l  the
Hungar ian socia l  secur i ty  obl igat ions of  the
employment .

Assignment

I f  t he  fo re ign  emp loyee  i s  ass igned  to
Hungary,  the host  country  employer  (Hungary )
and the home country  employer  can agree that
the Hungar ian socia l  secur i ty  l iab i l i ty  of  the
fore ign employee,  i f  appl icable ,  wi l l  be pa id by
the Hungar ian employer.

Labor h i r ing

I f  the fore ign employee is  employed under  a
labor  h i r ing contract  and the fore ign employer
is not registering itself for social security purposes,
accord ing to the ru les descr ibed above,  the
Hungar ian company is  ent i t led to declare and
pay the social security l iabi l i ty of the employee.

Th i rd  count ry  na t iona ls ’  ass ignment
re lated changes

A th i rd country  nat ional  could be exempted in
the  Hungar ian  soc ia l  secur i ty  sys tem f rom
2011 only  i f  the per iod of  ass ignment  or  labor
h i r ing does not  exceed two years.


