
Changes in the conditions for the development 

allowance 

In this tax alert we would like to draw your attention to the 
changes in the conditions to obtain the development tax 
allowance granted for investments creating new jobs 

 

On the basis of the changes in Act LXXXI. of 1996 on Corporate Tax and Dividend 
Tax, effective from 1 January 2010, Section (11) of Paragraph 22/B. has been 
revoked. This Section regulated the conditions in relation to the tax allowance 
granted for investments creating new jobs. As a result, companies carrying out 
new job creating investments may be eligible for the development allowance, even 
if the number of the employees in new jobs increases only minimally. The former 
regulation set out strict conditions, in defined cases, where the number of 
employees should have been increased by up to 300 persons. Furthermore, to be 
eligible for the tax allowance from now, it is not necessary, that at least 20 per cent 
of the employees working in the jobs are new entrants into the labour market. 
Consequently, taxpayers may meet the requirements for obtaining the tax 
allowance by employing only one new person where this new job is maintained for 
at least 5 years by large corporations and for 3 years by small- and medium-sized 
corporations in the region of the investment. 

The highest available tax allowance equals the amount of the personnel 
expenditure for 24 months paid in relation to the employees in the new jobs 
multiplied by the intensity ratio for the particular region. The development tax 
allowance may be claimed up to 80 per cent of a taxpayer’s corporate tax liability.  

The new conditions can be applied in relation to the tax allowance requests or 
notifications submitted after 31st December 2009. The taxpayer should submit the 
request/notification to the authorities before ordering the first asset for the 
investment. 

Should you have any questions on the above, please do not hesitate to contact 
Mihály Gerhát (tel: +36 1 887 7180, Mihaly.gerhat@kpmg.hu) at the tax 
department of KPMG Tanácsadó Kft. or your regular tax advisor. 
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