VALUE ADDED TAX (VAT) 
 

•   Rates of VAT: The general rate is 25% applied to most products and services (18% is applied to diary and bakery products, the supply of district heating to households is currently taxed at 25%, but from 1 August 2009, the applicable rate will be lowered to 18% unless the European Commission fails to approve this in the interim, 5% is applied to basic medicines and books) – Act LXXIV of 1992 on VAT, §28 (1)-(3), 70% of the VAT on telephone use is deductible only. As an offset measure, it is proposed that the private use of company phones should be treated as a benefit in kind. In addition, the rate of excise duty will increase by between 5% and 6% on average. 

•   Tax exempt: certain services, e.g. financial, postal, educational (with exceptions), rental of business property (or other property excluding residential properties and land) and utilization of such properties in other ways (with options to tax), assignment, etc. 

From 1 May 2004, non-resident EU taxpayers or taxpayers from countries that have concluded bilateral agreements on reclaiming VAT (Liechtenstein and Switzerland) may obtain a VAT refund in certain circumstances. Based on the new VAT rules, certain domestic transactions (especially in connection with real estate) are taxed according to the reverse charge mechanism, i.e. the buyer pays the VAT.

