Corporate Income Tax 

•   Corporate tax is set at 19% (tax base is profit before taxes) and tax payable may be reduced by various tax incentives. 

•   Corporate tax can be reduced to 10% for the sum of a company's tax base that does not exceed HUF 50 million if:

   o   corporate tax benefits are not effected

   o   at least one person is employed

   o   employees are paid at least double the minimum wage on average

   o   the company is not subject of a labour law penalty

The sum saved must be spent on investments or recruiting unemployed persons or career starters; or on the repayment of loans in the following 4 years. (Act LXXXI of 1996 on Corporate Tax and Dividend Tax, §19)
 

•   (Main) tax-deductible items: 

   o  A monthly sum of 24% of the minimum wage may be deducted from the taxable base for each trainee employee. (For more information: Act LXXXI of 1996 on Corporate Tax and Dividend Tax, §7 (1) i))
   o  R&D costs or depreciation of activated/accounted R&D may be fully deducted from the corporate tax base provided that R&D costs are not financed by government support. It should be noted however that only one of the above options can be chosen, thus either the full value of R&D costs or the activated value of the R&D investment may be deducted. In the latter case, depreciation rules apply. (For more information: Act LXXXI of 1996 on Corporate Tax and Dividend Tax, §7 (1) t))
   o  A company operating on the premises of a higher education institute or the Hungarian Academy of Sciences may deduct 300% - up to a maximum of HUF 50 million – of direct expenses related to research and development activities from the taxable base. This rule applies only in conjunction with the rule above (§7 (1) t). (For more information: Act LXXXI of 1996 on Corporate Tax and Dividend Tax, §7 (17).) 

•   Losses carried forward: 
When a company records a loss in a given tax year, it can deduct the amount of this loss from pre-tax profit in the following years at its own discretion. Losses can be carried forward for an unlimited period of time.

For losses recorded in the fourth tax year and the years following the occurrence of tax liability (effectively in the fifth and subsequent years), companies must obtain a permit from the tax authority to carry forward these losses if the tax base for the current year is negative and if 

   a) sales revenues do not reach 50% of the combined value of costs and expenditures, or 

   b) the taxpayer recorded losses in the previous two tax years

(For more information: Act LXXXI of 1996 on Corporate Tax and Dividend Tax, §17)
 

•   Depreciation: 
Depreciation should be proportioned if the asset in question has not been in the possession of the taxpayer for the full calendar year.  Some key depreciation rates: 

   o   Buildings:
    -     of long-life structure (concrete, iron-concrete, steel): 2% 

    -     of medium-life structure (light steel and other metal structures): 3%

    -     of short-life structure (wood, temporary brick): 6%

   o        Industrial halls: 2%

   o         Machinery and equipment: the general rate is 14.5%, but a 33% rate applies to computer equipment and 20% for vehicles.

(For more information: Act LXXXI of 1996 on Corporate Tax and Dividend Tax, Annex 2)
 

•   Tax-free development reserve: 

50% of pre-tax profits (up to a maximum of HUF 500 million) can be reserved for future developments. This means that the company can put aside 50% of pre-tax profit for a maximum of 6 years, and if this money is used for development purposes within that timeframe, no tax is paid on that amount.

(For more information: Act LXXXI of 1996 on Corporate Tax and Dividend Tax, §7 (1)f) – (15))

 •   No Withholding Tax 
In Hungary, there is no withholding tax on dividend, royalties and interest payments made between corporate entities from a Hungarian source.
