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Keeping track of the frequently changing tax system
represents a significant challenge for companies.
The complexity of business life and the Hungarian
and international tax systems offer many opportunities
for tax planning but at the same time may contain
unforeseen difficulties and sources of risk.

Tax Advisory Services

KPMG in Hungary's Tax Department
professionals have significant experience
in assisting clients to prepare thoroughly
in making sound business decisions.
In order to offer the highest possible
standards of service, our Tax specialists
know and understand the business
activity of our clients to help them
achieve significant tax savings and
avoid unnecessary risk.

With new and appropriately compiled
strategies, KPMG's Tax Department
always strives to decrease a client's tax
burden and help reduce their risks.

Our Tax Department has aligned its
operations in order to be able to offer
approaches best suited to the needs of
our clients, taking into account the most
characteristic features of their business
activities.

In the following pages we will introduce
the issue- and industry-focused groups
operating within the Tax Department
of KPMG.

Hungary became a member of the
European Union on 1 May 2004.
The consequences of the Hungarian
tax system's harmonisation with EU
directives and regulations continue to
represent a substantial challenge for
Hungarian enterprises. The adoption of
EU taxation laws primarily affects indirect
taxes, such as VAT, customs duties,
excise duties and consumption tax.

However, many changes have also been
made in the area of corporate income
taxation, for example in connection
with tax allowances, state subsidies,
the relationships between parent
companies and subsidiaries and
cross-border restructuring. 

KPMG is involved in helping our clients
to prepare for tax law changes and
being able to apply EU legislation
and case law appropriately.
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Corporate and International Taxation 

This group of KPMG tax specialists provides advice on corporate and international
tax matters and on the taxation processes of companies and their legal
compliance. In addition, we advise on individual business transactions. The group
provides comprehensive taxation services during the restructuring of companies,
which has recently become increasingly frequent, and in working out new
acquisition, production and sales processes. 

The main advisory areas are as follows:
• complex advisory services in connection with special transactions

(e.g. transformations, acquisitions, etc.);
• issuing opinions on international transactions for the Hungarian investments

of foreign companies and the foreign investments of Hungarian companies;
• advisory services in connection with the shaping of international corporate

structures;
• issuing tax opinions on the contracts and documentation linked to the various

local and international transactions;
• advisory services in respect of available subsidies, tax allowances and reviewing

their possible uses;
• preparing opinions and appeals on tax authority minutes and/or decisions

in connection with various investigations by the tax authority.
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Mergers and Acquisitions Group

KPMG's M&A tax group carries out diagnostic (system-related), comprehensive
(covering all types of tax) and limited (only covering certain types of tax) reviews in
order to assist clients to identify and manage tax risks and assist our clients in all tax
aspects of transactions. Our work includes due diligence reports and tax structuring
in relation to M&A activity

We present our findings and the risks identified, as well as the tax management
opportunities to our clients in written reports. The reports consider whether the
company in question complies with the legal regulations and, where possible,
we also estimate the potential cost of errors which might be discovered during a
future tax investigation. Not only those areas handled incorrectly can be identified
during our work, but also the transactions where enterprises pay taxes unnecessarily,
i.e. where tax savings could be made. According to the needs of our clients, we
provide assistance in solving and correcting the problems identified, in reclaiming
overpayments, in compiling self-revisions, in checking the correctness of draft
corporate tax returns and compiling the returns themselves.

If the tax authority has already identified problems at your company, we can help
with preparing relevant notes or appeals as well as representing you in meetings
with the tax authority.

Our reviews identify problematic areas and provide suggestions to assist in avoiding
or mitigating the consequences of a subsequent tax investigation performed by the
tax authority. If tax risks are disclosed in time, it gives businesses an opportunity to
avoid the negative findings of a future tax investigation by preparing a self-revision,
and saves potential penalties and interest. In addition, some risks can be managed
through obtaining more comprehensive supporting documentation and explanations.

Tax Advisor y  Ser v ices  3

© 2010 KPMG Tanácsadó Kft., a Hungarian limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved. 



Indirect Taxes Group

Indirect tax (all transaction based taxes) has a significant impact on the tax position of
Hungarian companies. Even more so since the tax burden is increasingly shifting
from revenue-based taxes to transaction-based taxes. Quickly changing domestic
legislation based on EU regulations, directives and court cases, and changes in
international business relationships arising from new legislation have fundamentally
altered the rules of international business life for Hungarian companies.

Although Hungarian VAT legislation has been converging towards the EU tax
legislation in recent years, a large volume of new rules has had to be applied by
Hungarian taxpayers year-on-year. New concepts and rulings have to be monitored
regularly to stay on top of fiscal affairs and the EU will improve new rules up to 2015.

Our group members are highly experienced tax professionals focusing on all the main
indirect tax areas. We are helping our clients to deal with the changing environment.
Apart from identifying risk areas, we also aim to assist our clients in benefiting from
new opportunities the changes offer.

VAT and customs duties fall into that part of the Hungarian tax system, which is still
lacking in clarity, often being only regulated through guidelines. During their
investigations, the tax authority devotes special attention to these types of taxes,
since it is typical that uncertainty can lead to significant tax risks. The largest tax
authority findings are often connected to VAT.

Many clients are surprised to discover that their transactions can often incur different
tax burdens depending on the underlying documentation. Our professionals seek to
develop the most beneficial plans to prepare a comprehensive analysis of the risks
connected to the individual strategies and to be available to advise in their
implementation.

The Indirect Taxes group provides assistance in the following main areas:
• identification of opportunities for improving business efficiency;
• advisory services in VAT matters;
• advisory services in international trade matters;
• advisory services in connection with excise duties and consumption tax;
• VAT registration and VAT return completion for multinational entities;
• co-operation in procedures with authorities;
• VAT refund applications for taxpayers registered abroad;
• transaction structuring and improving the efficiency of cash flows for VAT

and customs duties.

We also have individuals who provide their expertise in the area of international trade.
Companies investing in Hungary can be assisted in finding their way through the
maze of Hungarian state aid, import licences, EU import quotas, etc.

KPMG in Hungary is also home to KPMG’s Indirect Tax Compliance Center.
The ITCC offers a highly cost efficient, yet exceptional centralized compliance
outsourcing strategy for VAT and related returns / listings (including Intrastat).
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Personal Income Tax Group

The globalisation of the world economy and the expansion of multinational
companies have resulted in business people relocating to work in places across the
globe. To assist them in solving the taxation and social security issues, identifying tax
planning opportunities and dealing with the relevant practical tasks, the personal
income tax group of KPMG offers a wide range of services, including:
• customised tax planning for both individuals and corporations

(share options, timing of secondments, foreign pension funds, etc.);
• assistance in connection with investigations performed by the tax authority n

respect of private individuals, along with the relevant administration and
representation before the tax authority;

• comprehensive performance of tasks related to the preparation of tax/social
security returns, including tax/social security payment assistance;

• advisory services in connection with personal income tax and social security
issues;

• administration and representation before the tax authority in connection ith tax
return filing and related questions arising.

In the case of cross-border transactions, the international personal income tax groups
of KPMG's global network combine to provide co-ordinated approaches for our clients. 

© 2010 KPMG Tanácsadó Kft., a Hungarian limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved. 



International Tax Structures Group

The Hungarian tax legislation and double tax treaty network provides a wide
range of opportunities for tax structuring. Historically, Hungary became part
of the international tax planning scene in the late 1990s, when the so-called
Hungarian offshore regime attracted hundreds of foreign investors to the country.
Since the final abolition of the offshore system, January 2006, a large number
of multinational groups are still taking advantage of the tax planning opportunities
provided. The ITS group provides comprehensive assistance to former offshore
and new clients in relation to planning, implementing and maintaining their
structures in Hungary.

Our main advisory areas are: 
• provision of tax advice and opinions, identifying tax planning opportunities;
• obtaining binding rulings or guidelines from the authorities;
• assistance in implementation of efficient tax structures, coordination with

other service providers;
• tax compliance, including preparation or review of tax returns or correspondence

with the authorities;
• dealing with statutory transfer pricing documentation compliance,

including benchmarking studies and advice on pricing levels;
• assistance during tax office audits.
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Tax Advice for the Financial Services Sector

Within the Tax Department of KPMG, we have a separate group which deals with the
financial sector. The client base of the group includes banks, members of banking
groups, brokerage firms, leasing companies and insurance companies.

Due to the specialised clientele, we put great emphasis on issues which derive from
legislation which differs from the usual regulations. In general, in the fields of
accounting and taxation, the regulation of the money and capital markets significantly
differs from the regulations in force for other business organisations. Accordingly,
we issue opinions on specific transactions or the interpretation of legal provisions.
Inter alia, we provide assistance in the following areas:
• EU-related legal interpretations, tax planning;
• financing arrangements between corporate group members (international tax

planning, capital market products, structured treasury products, cash pooling,
investment funds);

• transformations typical of various sectors (transformation into a multi-profile bank); 
• outsourcing;
• taxation and introduction of remuneration schemes, review of insurance plans;
• interest paid abroad (e.g. in respect of syndicated loans), taxation of dividends,

reduction of withholding tax burdens in respect of international investment
services;

• clarification of taxation issues in connection with new services and products;
• preparation of requests for binding conditional tax assessment and agreement

with the competent authorities.

In addition to issuing opinions, during due diligence and tax review procedures
the group identifies issues which companies treat differently from the valid legal
regulations, along with those where the companies pay taxes unnecessarily, i.e.
where tax savings may be achieved. During investigations performed by the tax
authority, we maintain a continuous relationship with our clients and provide help in
managing the problems and findings, preparing notes and appeals or representing
the company before the tax authority.
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Transfer Pricing Services

The level at which intra-group prices are set can lead to one of the biggest
adjustments which can be made to a company's tax returns. Transfer pricing is by
nature a highly subjective area and it is rarely, if ever, possible to state that a price
between connected parties is 'correct' for tax purposes. This level of subjectivity
introduces a potentially high degree of risk.

KPMG's transfer pricing group primarily assists in identifying, prioritizing and
managing this transfer pricing risk. In an environment where the majority of cross
border trade is between 'related parties', it is important for any senior finance person
to be aware of where tax risk associated with a particular supply chain be found in
their organization. Being informed is a vital step in being prepared for likely tax
authority challenges.

The main work of our group covers the following areas: 
• Transfer pricing reviews. These are designed to assist in identifying related

party transactions, potential areas of challenge, materiality of exposure and
recommendations on remedial action. Our recommendations are always practically
focused, i.e. within the constraints of group policy. 

• Compliance with Hungarian statutory documentation requirements of Decree
18/2003. Although this represents an additional burden, it is also an opportunity
to highlight the strengths of a transaction with appropriate presentation and
wording. We can assist in either producing guidelines and advice on how to
comply, or prepare the documentation on your behalf.

• Drafting transfer pricing policies. For Hungarian groups expanding abroad,
we offer structuring advice for related party prices throughout a value chain.
Through our global network of member firms we can establish the parameters
for each of the relevant jurisdictions. 

• Dispute resolution. Should the tax authorities query any aspect relating to
transfer pricing, we offer support in suggesting defence strategies, preparing
documentation or participating in discussions and tax authority appeals.

• Arm's length margin support. By utilising widely accepted databases and search
strategies, we are able to provide multiple year data for a variety of profitability
indicators in the market. The data we have access to allows information to be
obtained for a particular country or region. This data can then be used to support a
margin under the cost plus, resale minus or another acceptable methodology. 

• Training. For larger groups we conduct presentations for accounting or other
personnel covering transfer pricing diagnostics, documentation techniques,
co-ordination within the group or any other transfer pricing related subject
which corresponds to the particular needs at that time.
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kpmg.hu

Contacts:

KPMG Tanácsadó Kft.

1139 Budapest 
Váci út 99.
Hungary

Tel.: + 36 1 887-7100
Fax: + 36 1 887-7101

The information contained herein is of a general nature and is not intended to address the circumstances of
any particular individual or entity. Although we endeavour to provide accurate and timely information, there
can be no guarantee that such information is accurate as of the date it is received or that it will continue to be
accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.

KPMG and the KPMG logo are registered trademarks of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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