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Forms of companies

Foreign individuals and legal entities may found new companies or acquire shares in existing
companies in Hungary. Companies, which are wholly or partly foreign owned, can, in practice,
operate in all business areas (although there are restrictions in the agriculture sector). Where
the chosen activity requires a permit (e.g. for banking activity) the same rules apply regard-
less of whether the owners of the entity are resident in Hungary or abroad.

Five possible legal forms of business association are listed in the Companies Act:

Unlimited Partnership Kozkereseti Tarsasag — Kkt.
Limited Partnership Betéti Tarsasag - Bt.
Joint Company Kozos Vallalat - Kv.
Limited Liability Company Korlatolt Felel&sségli Tarsasag — Kft.
Public or Private Company Limited by Nyilt vagy Zartkérd Részvénytarsasag -
Shares Nyrt., Zrt.

In practice, most foreign investors are likely to form or take a financial interest in either a
limited Liability company (Kft.) or a company limited by shares (Rt.). These legal entity forms
correspond to the company forms most commonly used by businesses in the European
Union.

Foreign parties may found or become shareholders in a Kft. or Nyrt/Zrt. if they are either a
company under their domestic law or if they are individuals.
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Articles of Association

An initial step in funding a business venture is the preparation of written Articles of
Association (or Deed of Foundation), which must be signed by all members (or their author-
ized representatives holding a power of attorney). An attorney or notary public must coun-
tersign this document.

The Articles must contain:

* the name, the company form and the registered office of the company;

+ the name, the company form and the registered office (address) of the founders;

* the scope of the company’s activities;

- the registered capital of the company, and the method (cash or in-kind) and date of
- contribution by the founder;

- authorities for signing on behalf of the company;

- name and address of executive officers;

- term of the company, if it was established for a definite period;

- other matters required by the Companies Act for the different forms of business
associations.

The recorded value of any in-kind contribution cannot exceed the valuation accepted by the
statutory auditor of the company. A member providing an in-kind contribution remains liable
for five years to the company that their contribution was not worth less than the value stated
in the Articles of Association.
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Single-member Companies

A company may have a single member, so long as that single member is not itself 100%
owned by another person. The share capital of a company founded by a single-member must
be paid up in full prior to submission of the application for registration.

The single-shareholder has to make decisions on the issues falling within the authority of the
general meeting in writing, and must inform the executive officers of these.

Pre-company Status

A new business association may begin to operate (e.g. enter into contracts, etc) from the
date of the countersignature of the Articles of Association. However the business association
will not be able to pursue any activities which require a license until the Court of Registration
has registered it, since licenses are only granted to registered companies.

Until it is registered, the business association has a special interim legal status as a
‘precompany’.

This status has to be indicated on all company documents. The rules applicable for the busi-
ness association to be established apply to its precompany period, with the following excep-
tions:

- generally, no changes may take place in the members of the pre-company;

- the articles of association may not be altered, except to make corrections ordered by
- the court of registration;

- legal proceedings for the exclusion of a member may not be initiated;

- no resolution may be made on termination of the entity without a legal successor, or

- transformation into any other business association or into a non-profit company.

If the application for registration of a new business association is refused, the business as-
sociation may not acquire further rights or assume new obligations, and must terminate its
operations. The members (shareholders) are liable for debts arising from the undertakings of
the executive officers up to the proposed registered share capital. The executives are person-
ally liable for debts exceeding the proposed registered share capital.
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Registration process

The foundation of a business association must be reported to the Court of Registration
within 30 days of the countersignature of the Articles of Association. The Court must also be
notified of any change in the registered data within 30 days of each change. If the court does
not respond within a specific period of time, the registration is deemed to have occurred at
the end of that period.

Business associations are deemed to be established as of the date of their entry into the
register of companies. The pre-company status ends as of the date of registration.

The court usually register the company within 5 days after the filling in case the company
choosed simplified registration process and the members and managers are residents in
Hungary.

Process of tax registration

In case of estabilishing a new company, the issue of the tax number is not automatic. In case
the tax authority denies the tax registration, the registry court can deny the registration of
the company as well.

Tax authoity can only deny the tax registration if the directors, or member with a repre-
senting right, member of the Ltd and Company Ltd with a voting right exceeding 50%, or a
member with a qualified influence or a shareholder

- as a tax debt more than 15 million HUF, continuously standing for more than 180 days,
if the member’s or representative’s legal relationship is exesting for 360 days.

* he has been a member/owner which was terminated within 5 year - with a tax debt
more than 15 million HUF, if the legal relationship was at leat 360 days long

- if he has been a member/owner whose tax number was legally cancelled within 5
years and his member/owner legal relationship was live ont he day of, or after
announcing the order of the cancellation

+ if on the day of filling of the application of the company formation and tax registration
they has a debt more than 15 million HUF
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The tax authority states the tax number in one work day, or can decide within 8 days. The
leading office-holder can hand in an application for exemption, if the tax authority wants to
deny the issue of the tax number. The member/share holder of the new company does not
have a right to hand in an application for exemption. Tax authority can cancel a tax number
for a year, if it had a legal chance to deny issuing the tax number, did not issue it, or attracted
the tax payer’s attention to abolish the obstacle of issuing the tax number, but the tax payer
did not do it.

A certificate can be requested from the tax authority, stating that in case of an individual or

enterprise, there is no obstacle of issuing a tax number. The certificate is valid for 30 days
and its cost is 50 000 HUF.

Directors

A director of a KFT or ZRT/NYRT must be an individual. The managing partner of the BT/KKT
can be domastic or foreign corporate body. Companies can be the members of partnerships
as well. No restrictions for the residence and citizenship of directors. Directors are elected
by the Members’ Meeting (General Assembly) for a limited or unlimited term. Officers may
be re-elected or recalled at any time by the General Assembly.

Supervisory Board

A Supervisory Board is comprised of non-executive directors.

A supervisory board must be established by:

- all public company limited by shares;

- any company, if it has more than 200 employees.
The Articles of Association may assign authority to the supervisory board to elect and re-

move the executive directors, establish their remuneration and approve particular transac-
tions.
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Auditor

A statutory auditor is required to be appointed by:

- if the avarage number of the employees of the company is exceed the 50 person
+ if the annual income is exceed 200 million HUF during the previous 2 years.

- if the annual turnover of the company exceed the 200 million HUF (300 million HUF
from 2014) during the first business year.

In order to be appointed as an auditor, the individual person or audit company must be regis-
tered in the list of registered auditors.

Limited Liability Company (KFT)

The Limited Liability Company is a very popular form of company for small or medium-
sized businesses in Europe. The Hungarian Kft. form is very close to the German and Austrian
GmbH (Gesellschaft mit beschrankter Haftung) and similar to the British Ltd (private com-
pany limited by shares). It is possible to establish a single-member Kft. The Kft. form is the
most common company form for wholly owned subsidiaries.

Formation of a Kft

In addition to the items mentioned above as rules applicable for all types of business associa-
tions, a Kft.’s Articles of Association must include the following:

* the registered capital and each member’s stake therein;

- if part of the cash contribution is unpaid, the method and date of payment;

* questions relating to voting rights;

- the name and personal data of the member(s) and first managing directors(s);
* the method of signature in the firm’s name;

+ if appointment of a supervisory board and/or an auditor is compulsory, the names of
the first persons so appointed;

- the procedures to be followed if a members’ meeting does not have a quorum and-
must be reconvened.
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Capital Structure

The capital of the company is comprised of the capital contributions of the individual mem-
bers, which can be contributions in cash and in kind.

Contributions in kind constituting a part of the subscribed capital may be any marketable ob-
ject or intellectual work of pecuniary value, or any right representing pecuniary value. Only
those objects, intellectual works or rights, which can be subject to foreclosure and which can
be transferred by the business association without the consent of a third party, may be taken
into account as contributions in kind.

The amount of initial capital may not be less than HUF 500 000 cash or kind. Each member
has an identified percentage share of the total capital and a single share may be owned by
more than one person. Each share cannot be less than HUF 100,000 and it has to be exactly
divisible by 10,000. The company may only be registered if, prior to the submission of the
application for registration,

- contributions in kind have been made available to the company in full, and

» at least half of each contribution in cash, has been deposited into the company’s bank
account or petty cash. The remaining part of the cash contribution must be made
within one year of the registration.

Accounting and Bookkeeping

It is important to appreciate that the Act regulates day-to-day bookkeeping as well as an-
nual accounting. It requires, amongst other matters, that:

* The accounting records of business organizations are kept in accordance with the prin-
ciples and rules laid down in the Act.

- the managers or the accountant of the company have to register for the electronic tax
filling at the tax office within 15 days after the registration. The companies are able to
file the tax returns electronically only.

* This requirement does not preclude the use of accounting and reporting systems de-
veloped and/or held outside Hungary (e.g. in shared service centers). However, such
systems must be capable of presenting accounting information in accordance with the
Act and prime ledgers and accounting documents must be made available promptly in
Hungary if requested for Tax Authority audits.
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* The accounting records are generally closed off at 31 December each year. However,
subsidiaries and branches of foreign entities may account to another balance sheet
date if the foreign entity’s balance sheet date is not 31 December.

* The accounting records are kept in the Hungarian language.

* There is flexibility to choose specific account headings to suit the business’s needs
within each class of the accounts.

Financial Reporting

All economic organizations must issue an annual financial report following the end of each
business year. The report is the responsibility of the entity and its authorized representatives.
The form of report required is determined by the size of the organization and, in some cases,
its method of bookkeeping. There are three different kinds of report:

* Annual Report
- Simplified Annual Report

» Consolidated Annual Report

In case the company is failed to file the annual report until the deadline the first penalty can
be 500 000 HUF, the second can be 1000 000 HUF and the tax office also able to cancel the
tax number of the company.

Corporate Tax

The basic principles for the taxation of business profits are detailed in the Corporate Tax Act.
The taxable income of Hungarian companies is subject to corporate tax at a rate of 19%.
CHANGES: 10% CT for the period of July-December 2010 up to PBT HUF 250 million. From
y2011 the corporate tax rate is 10% percent up to profit before tax HUF 500 million (app.
USD 2,5 million).

Corporate tax of small business (KIVA)

The newly formed companies are able to choose this brand newtax payer status. The tax

rate of the KIVA is 16%, the tax base is the gain of the annual cash balance of the company
and the annual amount of the wages. The KIVA actually a ,contracted” tax and take out the
corporate tax (10%), the social contributional tax and contribution (27%) of the vocational
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training fund (1,5%). It means that the emplyers can reduce the social tax charges from
28,5% to 16%, but their general tax rate on the cash gain is also 16%. There are exeptions,
so the dividend, the loans, etc. are not subject to KIVA.

Income Tax

The personal income tax rate will be 169 (flat tax - included royalty, dividend, rental, etc.)
from 2011.

Social Security Contributions

The Employee’s Social Contribution is 18,5%, the Employer’s Social Contributions is 27% of
the salary of the employee.

VAT rates:

* 27% - is the general rate and is applied to most products and services;
- 18% - district-heating, diary prodcuts, ect.

- 5% - another reduced rate is largely restricted to books, newspapers and basic medi-
cines.

Local Business Tax

Enterprises pay local business tax on all business performed on a permanent or temporary
basis in municipal areas. The base of this tax is an enterprise’s gross sales revenue less cost
of goods acquired for resale and the value of mediated services and subcontractors’ fees
(both terms defined somewhat narrowly). Material costs are also fully deductible.

The maximum rate of tax is 2% of the tax base, which can be lower depending on the particu-
lar municipal area where the company is undertaking its business. Companies with registered
address in Local Business Tax FREE townships are available.

Service providers get very limited relief and are required to compute their local tax based

almost wholly on gross revenues. Financial income and royalty revenue are excluded from
the local business tax base since 2006.
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Other Contributions

Contribution to the Rehabilitation Fund

This fund provides assistance to disabled employees. Disabled people should comprise a mini-
mum of 5% of an employer’s headcount. Any employer not meeting this criterion is obliged
to pay a contribution of HUF 9564,500/per disabled person not employed per annum in 2013.
The contribution is not levied if the total number of employees does not exceed 25.

Contribution to the Vocational Training Fund

Employers are required to contribute to this fund, which supports various vocational schools
in Hungary. The contribution is at a rate of 1.5% of the total annual wages.

Contribution of Innovational Fund

Middle-sized and big companies are required to contribute to this fund, which supports vari-
ous government controlled innovational funds in Hungary. The contribution is at a rate of
0.3% of the base of the local business tax.

Sector-specific surtax introduced

The sector-specific surtax was promulgated (the Act). The Act enters into force on 4 Decem-
ber 2010. It applies first to the tax year 2010 and remains in force until 31 December 2013.

Under the Act, the following activities are subject to the surtax

- retail trading activity,
- telecommunication activity, and

- business activity of energy suppliers.

Taxpavyers are legal entities, other organizations, sole entrepreneurs and Hungarian branch
offices of non-residents. The taxable base is the net sales revenue of the taxpayer in the tax
year derived from the taxable activity.

The tax is levied at the following progressive rates:
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Retail trade activity

i Rate (%)
Taxable income (HUF)
up to 500 million 0
500 million - 30 billion 0.1
30 billion - 100 billion 0.4
over 100 billion 25
Telecommunication activity

) Rate (%)
Taxable income (HUF)
up to 100 million 0
100 million - 500 million 25
500 million - 5 billion 45
Over 5 billion: 6.5
Energy supply activity: The taxable base is subject to tax at a

rate of 1.05%.

A taxpayer pursuing a combination of activities (e.g. retail trade and energy supply activity or
telecommunication and energy supply activity) must only pay the tax on the activity subject
to the higher tax liability.

Special rules apply to the calculation of the tax base of the related parties, as defined under
the Law on Corporate Income Tax and Dividend Tax. Related parties must consolidate their
tax base in respect of the same taxable activity (other than the activity of energy suppliers)
and calculate the amount of tax accordingly. The total tax liability must be split between the
related parties on a pro-rata basis in accordance with their share in the consolidated net sales
revenue.

Increased supervision by tax authorities

If there is a change in the owners or leaders of a company, the tax authority conducts a risk
analysis. If it finds that the tax payer became a more risky debtor, due to the changes, then
the tax payer will be a subject of increased supervision by the authorities for a 1year period.
During the period of the supervision, the tax payer can be obliged to report and pay the VAT
more frequently.
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Tax authority can cancel the tax number of the company under supervision, without a sus-
pension in the following cases:

- If the taxable person does not reply the questionaire sent for the risk analysis within
the given deadline or does not fulfill the request for completion of documents, thus
not rescues its default.

- If he is fined because of not giving an invoice, or receipt.

During the period of the supervision, he does not fulfill his obligation of reporting and does
not rescues the default, despite the call.

www.companyhouse.hu


http://www.companyhouse.hu
http://www.companyhouse.hu

A

TheCompanyHouse

company formation

DOCUMENTS of the due diligence procedure for company formation in

Hungary

Copy of Passport

Copy of address proof

Personal tax ID in home country

Maiden name of the mother of the client

Copy of Passport
Copy of address proof
Personal tax ID in home country

Maiden name of the mother of the client

Certificate of Incumbency or similar documents
Appointment of the representative person OR

Power of attorney for the representative person

Scanned copy

Scanned copy

Scanned copy
v

Scanned copy
Scanned copy

Scanned copy
v

Certified Original
Certified Original
Certified Original

The Certificate of Incumbency of the corporate shareholder (or private interest

foundations) should be :

= issued within 30 days
= legalized by Apostille

* included the registration number
= included the tax registration number
» included the address of the company
= included the name of the director.

We are able to accept the original documents issued by the competent authorities

without Apostille only from the following countries:

Albania, Algeria, Armenia, Austria, Azerbeijan, Belarus, Belgium, Bosnia & Herzegovina,
Bulgaria, China, Croatia, Cuba, Cyprus, Czech Republic, Egypt, Estonia, Finland, France
and its depending territories, Greece, Georgia, Indonesia, Iraq, Kazakhstan, Kirgisistan,
Korea (North), Kosovo, Latvia, Litvania, Macedonia, Moldova, Montenegro, Poland,
Russia, Romania, Serbia, Slovakia, Slovenia, Tadjikistan, Ukranie, Uzbekistan, Vietnam.
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' BANKS AND BANK’S HUNGARIAN BRANCHES IN HUNGARY

telephone website

Banco Popolare Hungary Bank Zrt +3612357435 www.bancopopolare.hu

Bank of China (Hungaria) Hitelintézet Zrt +3613543240 http://www.bankofchina.com/hu/en/

BUDAPEST Bank Zrt +3614777777 www.budapestbank.hu

Citibank Europe Plc. +3613935640 www.citibank.hu

Deutsche Bank AG +3613013700 www.db.com/hungary

ERSTE BANK HUNGARY Zrt +3612980222 www.erstebank.hu

GRANIT Bank Zrt +3615100527 www.granitbank.hu

ING Bank N.V. Magyarorszagi Fioktelepe +3612358800 www.ing.hu

Kereskedelmi és Hitelbank Zrt +3613289000 www.kh.hu

MagNet Magyar Kozosségi Bank Zrt +3614288888 www.netbank.hu

MKB Bank Zrt. +3613278600 www.mkb.hu

OTP Bank Nyrt. +3613666666 www.otpbank.hu

Raiffeisen Bank Zrt +3614848484 www.raiffeisen.hu

Széchenyi Kereskedelmi Bank Zrt. +3618801500 www.szechenyibank.hu
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http://www.axa.hu/
http://www.bancopopolare.hu/
http://www.banifplus.hu/
http://www.bankofchina.com/hu/en/
http://www.bnpparibas.hu/
http://www.budapestbank.hu/
http://www.cib.hu/
http://www.citibank.hu/
http://www.commerzbank.hu/
http://www.db.com/hungary
http://www.drbbank.hu/
http://www.erstebank.hu/
http://www.fhb.hu/
http://www.granitbank.hu/
http://www.hanwhabank.hu/
http://www.ing.hu/
http://www.kdb.hu/
http://www.kh.hu/
http://www.kinizsibank.hu/
http://www.netbank.hu/
http://www.volksbank.hu/
http://www.mkb.hu/
http://www.oberbank.hu/
http://www.otpbank.hu/
http://www.pannontakarek.hu/
http://www.raiffeisen.hu/
http://www.sopronbank.hu/
http://www.szechenyibank.hu/
http://www.unicreditbank.hu/
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HOLDING COMPANY

Offshore
Holding

- No tax on dividends received from non-CFC company
- No withholding tax on dividends to non-resident shareholders
Hungar‘l - Attractive double tax treaty network (see appendix)

I - EU Parent-Subsidiary directive

EUor DTT
subsidiary

INTELLECTUAL PROPERTY COMPANY

- Effective tax rate is 5% up to app. huf 1000 million profit before tax
- 50% of the royalty income deductable from the tax base

- No ,capital gain” tax on sold registered intellectual property

- No withholding tax on dividends to non-resident shareholders

- No withholding tax on roylaty paid to non-residents

- Attractive double tax treaty network (see appendix)

Royalty Rights Royalty Payment

Offshore
Holding

Operating
Company

Hungary
ROYALTYCo

Hungary
ROYALTYCo

Offshore
Holding

Operating
Company
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Intellectual Property Company

In the middle of Europe, today Hungary is one of the IP Holding premises with the lowest tax
rates. In Hungary royalty - income deriving from the exploitation of intellectual products - has
been subject to a low effective tax rate for several years, and even the stormy tax changes
of recent years have not terminated or tightened this tax benefit.

The corporation tax law does not impose a strict framework in the definition of the concept
of royalty. Under the law, consideration received in exchange for the transfer of the following
items shall qualify as royalty:

a. patents, other intellectual property subject to protection under industrial property
rights and utilization license of know-how,

b. usage license of trademark, commercial name and business secret,

c. usage license of works of art protected under copyright and performance protect-
ed under law related to copyright, furthermore

d. consideration of the transfer of the property rights related to the subject of in-
dustrial legal protection and copyright, received by the beneficiary, as defined in
sections (a) and (c).

e. Taxation of royalty income in Hungary

The Hungarian corporation tax enables the deduction of the tax base by 50 per cent of rev-
enues deriving from the exploitation and sale of intellectual property, thus the actual cor-
poration tax rate is only 5 per cent - if the earnings are under HUF 500 million -, since the
general corporation tax rate is only 10 per cent. If the earnings are higher, above a tax base
of HUF 500 million the tax rate is 19%, in that case the actual tax rate of royalty and similar
revenues can reach 9.5 per cent. The rate of 19 per cent only applies to the portion of the
tax base above HUF 500 million, and the tax base has to be adjusted by the deduction of the
revenue from royalty, the corporation tax rate of 10 per cent is applicable even in the case of
pre-tax earnings of HUF 1billion, if the enterprise only generated revenues from royalty and
its costs are minimal. Royalties are also exempt from local business tax (generally 2%) and
from special industrial branch tax.

Hungarian companies are allowed to forward royalty and dividends free of withholding tax
to companies with tax residence in a third country and to private individuals. An exception to
the above provisions occurred in the year 2010, in which royalty forwarded to non-treaty was
subject to capital gains tax of 30 per cent, but dividends were not subject to withholding tax
in that year, either.

Naturally, in the case of a tax audit it has to be presented to the tax authority in detail what
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was the intellectual property on which the revenue from royalty was recognized and what
are the documentations, registrations, etc. concerning the intellectual property. If the re-
ceived royalty was not paid exclusively for the use of intellectual property, rather it also con-
tains, for example, other services - e.g. development, maintenance, customer service - then
revenues not belonging to the scope of royalty must be kept on record separately and the tax
base cannot be adjusted by their value.

In the array of corporation tax benefits the concept of reported intellectual property, similar
to reported participation and the related tax benefit, is a new element. Intellectual proper-
ties held for at least 12 months and reported to the tax authority can be sold free of tax. The
acquisition or production of the intellectual property must be reported to the tax authority
within 60 days, otherwise the capital gain tax benefit is not applicable. The deadline is strict,
missed reports cannot be made later and no excuses are accepted for the delay.

Another new benefit is placement of the gains on intellectual property into reserve. If we
sell an unregistered intellectual product and purchase a new intellectual product within three
years on the gains placed into reserve, the corporation tax on the gains placed into reserve
previously is also waived.
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FINANCING COMPANY

- Corporate tax rate is 10% up to HUF 500 million profit before tax
- No withholding tax on dividends to non-resident shareholders

- No withholding tax on interest paid to non-resident lenders

- Attractive double tax treaty network (see appendix)
- EU Parent-Subsidiary directive

- Eu parent-subsidiary directive

Interest Payment LOAN Facility

Operating Offshore
Company Holding

Hungary Hungary
ROYALTYCo FINANCING Co

Offshore Operating
Holding Company
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Hungary has signed double-taxation treaties with the following countries:

- ALBANIA

- ARMENIA

- AUSTRALIA
- AUSTRIA

- AZERBEIJAN
* BELARUS

* BELGIUM

* BOSNIA & HERZOGOVINA
* BRAZIL

* BULGARIA

- CANADA

- CHINA

- CROATIA

+ CZECH REPUBLIC
- CYPRUS

- DENMARK

- EGYPT

+ ESTONIA

- FINLAND

- FRANCE

- GERMANY

- GREECE

- HONG KONG

- ICELAND

- INDIA

- INDONESIA

- IRELAND

- ITALY

- ISRAEL
 JAPAN

+ KAZAKHSTAN
+ KUWAIT

- LATVIA

+ LITHUANIA

- LUXEMBOURG
+ MACEDONIA

+ MALAYSIA

- MALTA

- MEXICO

- MOLDOVA

- MONGOLIA

- MONTENEGRO
- MOROCCO

- NETHERLANDS
- NORWAY

- PAKISTAN

+ PHILIPPINES
- POLAND

- PORTUGAL
- ROMANIA

- RUSSIA

- SAN MARINO
- GERBIA

- SINGAPORE
- SLOVENIA

- SLOVAKIA

- SOUTH AFRICA
- SPAIN

- SWEDEN

- Switzerland
- TAIWAN

- THAILAND

- TUNISIA

- TURKEY

- UK

- UKRAINE

- URUGUAY

- USA

- UZBEKISTAN

Nearly all the treaties provide for a reduced withholding tax of 5% or 10% on dividends paid
out to foreign shareholders. Double Tax Treaties concluded by Hungary do not include anti-
avoidance clauses, and can often be used highly efficiently in international tax structures.

The table below includes gives the rates of withholding tax applied to dividend, interest and
royalty payments between Hungary and its tax treaty partners. For dividends, the normal
rate of withholding is given (‘Reg. %) and also the lower rate that is applicable subject to a

minimum level of shareholding (‘Min. Hold."), where applicable.
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DIVIDENDS

INCOMING OUTGOING INTEREST ROYALTIES

COUNTRY REG.% | LOWER RATE REG. %
.- S 0 o
HOLD HOLD
ALBANIA 10 )
ARMENIA 10 5 25 10 5 25 0/5/10 (O) 5
AUSTRALIA 15 15 15 15 10 10
AUSTRIA 10 10 10 10 0 0
AZERBAIJAN 8 8 8 8 8 8
BELARUS 15 5 25 15 5 25 5 5
BELGIUM 10 10 10 10 15/0 (a) 0
R 10 10 g "
BRAZIL 15 15 15 15 1015 () 25/15 ()
BULGARIA 10 10 10 10 10 10
CANADA 15 5/10 (n) 25 15 5 25 10/0(b) 10/0(c)
CHINA 10 10 10 10 10 10
CROATIA 10 5 25 10 5 25 0 0
CYPRUS 0 0 15 5 25 10/0 (d) 0
CZECH REP. 15 5 25 15 5 25 0 10
DENMARK 15 5 25 15 5 25 0 0
EGYPT 15 20 25 15 20 25 15 15
ESTONIA 5 15 25 5 15 25 0/10(p)  5/10(q)
FINLAND 15 5 25 15 5 25 0 5/0 (b)
FRANCE 15 5 25 15 5 25 0 0
GREECE 45 45 10 10 10 10/0 (b)
GERMANY 15 5 10 15 5 10 0 0
HONG KONG 5 10 10 5 10 10 0/5([3) 5
ICELAND 5 10 25 5 10 25 0 10
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DIVIDENDS

INCOMING OUTGOING INTEREST | ROVALTIES
COUNTRY REG.% | LOWER RATE REG.% | LOWER RATE
10

MIN. : MIN. :
10 10

INDIA 10

INDONESIA 15 15 15 15 15 15
ISRAEL 15 5 10 15 5 10 0 0
IRELAND 15 5 10 15 5 10 0 0
ITALY 10 10 10 10 0 0
JAPAN 10 10 10 10 10/0 (d) 10/0 (b)
KAZAKHSTAN 15 5 25 15 5 25 10 10
KOREA (REPUBLIC OF) 5 10 25 5 10 25 0 0
KUWEIT 0 0 0 0 0 10
LATVIA 5 10 25 5 10 25 0/10(p) 5/10(q)
LITHUANIA 5 10 25 5 10 25 0/10(p) 5/10(q)
LUX'MBOURG 15 5 25 15 5 25 0 0
MACEDONIA 5 15 25 5 15 25 0 0
MALAYSIA 0 0 10 10 15/0 (f) 15
MALTA Maltese normal rate 15 5 25 0 10
MOROCCO 12 12 12 12 10 10
MEXICO 5 15 10 5 15 10 0/10(p) 10
MOLDOVA 15 5 25 15 5 25 10 0
MONGOLIA 15 5 25 15 5 25 10 5
MONTENEGRO 5 15 25 5 15 25 10 10
NETHERLANDS 15 5 25 15 5 25 0 0
NORWAY 10 10 10 10 0 0
PAKISTAN 20 15 25 20 15 25 15 15
PHILIPPINES 20 5 25 20 5 25 15 15
POLAND 10 10 10 10 10 10
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DIVIDENDS

INCOMING OUTGOING INTEREST ROYALTIES

COUNTRY REG.% | LOWER RATE REG. %
.-
PORTUGAL 15 10 (m) 25 10 10
ROMANIA 15 5 40 15 ) 40 15 10
RUSSIA 10 10 10 10 0 0
SAN MARINO 0/5 15 25 0/5 15 25 0 0
SERBIA 5 15 25 5 15 25 10 10
SINGAPORE 10 5 25 10 5 25 5 5
SLOVAKIA 15 5 25 15 5 25 0 10
SLOVENIA 15 5 25 15 ) 25 D/5(p) 5
SOUTH AFRICA 15 5 25 15 5 25 0 0
SPAIN 15 5 25 15 5 25 0 0
SWEDEN 15 5 25 15 5 25 0 0
SWITZERLAND 10 10 10 10 10 0
TAIWAN 10 10 10 10
THAILAND 20 15 25 20 15 25 10/25 (E) 15
TUNISIA 12 10 25 12 10 25 12 12
TURKEY 15 10 25 15 10 25 10 10
UKRAINE 15 5 25 15 5 25 10 5
UK DAL= 0 10 15 0 10 0 0
(r)

URUGUAY 15 15 15 15 1B/0() 1510 (k)
UZBEKISTAN 10 10 10 10
USA 15 5 10 15 5 10 0 0
VIETNAM 10 10 10 10 10 10
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Notes:

a. 0% if the interest is paid for commercial credits, for credits between banks or for
deposits at any bank;

b. 0 % if the royalty is paid for works of literature, arts or science (cultural royalty);

c. 0%if theinterest is paid by the state, by a province or by a local authority of the coun-
try of source;

d. 0 %if the interest is paid for commercial credits or paid by the state, by a local author-
ity, by the central bank or by another state-owned bank of the country of source;

e. 10 % if the interest is paid to a bank;

bal

0 % if the interest is paid for special credits determined by the laws of Malaysia;

20 % if the royalty is paid for “technical services”;

5 @

10 % if the interest is paid for investment credits with a duration of at least 8 years;

25 % if the royalty is paid for brand name;
j. 0% if the interest is paid to the state, to a local authority, to the central bank or to
another state-owned bank of the other country;

k. 10 % if the royalty is paid for “technical services”;

L. 25 % respectively 20 % if the dividend is distributed to a silent partner;

m. 10 % only in the case (additional criterion) if the share is held by the recipient for at
least 2 years continuously before the dividend distribution;

n. 10 % if the dividend is distributed by a Canadian “non-resident owned investment corpo-
ration” to a Hungarian company controlling at least 25 % of the votes in the Canadian
corporation.

0. 5% if the interest paid for a loan granted by a bank, 0% if the loan is guaranteed by the
other state, the central bank or other special government institution;

p. 0% applies to certain transactions of certain state-related entities;

g. 5% applies to royalties for the usage of scientific and technical equipment;

r. 15% applies if the beneficial owner receives dividends from income derived from tax

exempt immovable property;
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Info: +36 20 583 8385

E-mail: info@grandconsulting.hu
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