Narrative Report on Hungary

Part 1: NARRATIVE REPORT
Overview
According to the 2010 and 2013 evaluations of Hungary’s antimoney laundering regime by MONEYVAL, the European regional
body of the Financial Action Task Force, the Hungarian law on
money laundering is in line with its international obligations
and the European law. Hungary’s criminal provisions are largely
in line with the material elements of the Vienna and Palermo
Conventions. The legislation on financial institution secrecy
enables the authorities to access the information that they
require in order to exercise their functions in the fight against
money laundering and tax evasion. Hungary has adopted and
implemented a risk-based approach to anti money laundering,
particularly in relation to customer and beneficial owner
identification and verification requirements. Pursuant to the
Hungarian rules, financial institutions are entitled to specify the
extent of customer due diligence measures on a risk-sensitive
basis.
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Bank secrecy law
In Hungary bank secrecy is regulated by the Act on Credit
Institutions and Financial Enterprises (Act CCXXXVII of 2013).
Persons acquiring any business or bank secrets have to keep
them confidential without any time limitation. Breaking of this
obligation can lead to civil and criminal charges.
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According to Section 413 of the Criminal Code (Act C of 2012) any
person who has the obligation to keep bank secrets confidential
and makes them available to an unauthorized person for financial
gain or advantage, or causing financial loss to others is guilty and
punishable by imprisonment not exceeding two years.
There are exemptions to this law which apply to tax authorities
in their audits. Furthermore, the requirement of confidentiality
concerning bank secrets does not apply when the tax authority
acts upon a written request made by a foreign authority based
on an international agreement. According to the Rules of
Taxation (Act XCII of 2003) credit institutions have to notify the
tax authority concerning the opening and closing of accounts
with the relevant account numbers indicated. The tax authorities
are also authorized to access bank secrets to carry out the
obligations stemming from the FATCA agreement. Exemptions
to bank secrecy law also apply to investigating authorities and
the public prosecutor’s office, acting in an ongoing criminal
proceeding or seeking additional evidence. Banking secrecy does
not apply to financial institutions compliance with the reporting
obligation concerning on the prevention and combating of money
laundering and terrorist financing.

Hungary accounts for less than 0.1 per cent of
the global market for offshore financial services,
making it a tiny player compared with other secrecy
jurisdictions.

The ranking is based on a combination of its
secrecy score and scale weighting.
Read more
→ Full data
→ Hungary on TJN Blog
→ Full Methodology
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Written requests for bank information need
to indicate the client or the bank account the
authorities are requesting disclosure about, as
well as the type of the data requested and the
purpose of the request, unless the Authority,
acting within the scope of its official capacity,
conducts an on-site inspection. The entities
authorized to receive information can use this
information solely for the purpose indicated in
the request. In tax cases the tax authority has
to notify the client about the data request.
Hungary signed the OECD’s Multilateral
Convention on Mutual Administrative Assistance
in Tax Matters and as an Early Adopter is
committed to apply automatic exchange of
financial information in tax matters in 2017.
Tax amnesty
The government has introduced three tax
amnesties for money held offshore in recent
years, in 2008, 2011 and 2013. The latest
amnesty makes it possible for those wishing to
repatriate funds to Hungary without paying taxes
to do so by depositing at least HUF 5 million (EUR
17.000) into a so-called stabilization savings
account for five years. Banks have to report the
deposits in an anonymous manner, the person
holding the account is unidentifiable, even to
the tax authority. It is however controversial
how financial institutions should comply with
their obligations arising from the EU savings
directive.
According to the initial rules, taxpayers who
immediately withdrew the deposited money
had to pay a 32 percent tax. This was reduced
to 16% and 8% after three and four years. The
deposited amount can be only used for the
purchase of government bonds denominated
in Hungarian Forints (HUF).

launder money.
The frequent use by the government of various
tax amnesty programs in Hungary is controversial.
Since tax evaders - based on earlier programs can expect to have other and perhaps even more
favorable tax amnesty programs in the future,
they can base their operation on tax evasion
practices. As VG reports “experts warn that the
new conditions are so favorable that it tempts
to cheat, especially in light of the 27 percent
value added tax and taxes on wages amounting
to 54 percent of the total. It is simply easier and
cheaper to withdraw personal income in this
way than to pay taxes.”

Read more
- Full data for Hungary
- Hungary on TJN Blog
- Full Methodology
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The original scheme saw a poor take up, and the
rules have been changed recently to improve
the terms for depositors. Now depositors
withdrawing funds from these accounts
immediately have to pay a 20 percent tax and
after one year they need only to pay a tax of
10 percent. According to a Hungarian economic
news portal, Világgazdaság (VG), the new rules
appear to be attractive to people wishing to
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Part 2: Hungary’s secrecy score
TRANSPARENCY OF BENEFICIAL OWNERSHIP – Hungary

1

Banking Secrecy: Does the jurisdiction have banking secrecy?
Hungary partly curtails banking secrecy

2

Trust and Foundations Register: Is there a public register of trusts/foundations, or are trusts/
foundations prevented?
Hungary partly discloses or prevents trusts and private foundations

3

Recorded Company Ownership: Does the relevant authority obtain and keep updated details of
the beneficial ownership of companies?
Hungary partly maintains company ownership details in official records

Secrecy Score
Hungary - Secrecy Score

KEY ASPECTS OF CORPORATE TRANSPARENCY REGULATION – Hungary

4

Public Company Ownership: Does the relevant authority make details of ownership of companies
available on public record online for free, or for less than US$10/€10?
Hungary does not require that company ownership details are publicly available online

5

Public Company Accounts: Does the relevant authority require that company accounts are
made available for inspection by anyone for free, or for less than US$10/€10?
Hungary requires company accounts to be available on public record only for a fee

6

Country-by-Country Reporting: Are all companies required to publish country-by-country
financial reports?
Hungary partly requires public country-by-country financial reporting by some companies
EFFICIENCY OF TAX AND FINANCIAL REGULATION – Hungary

7

Fit for Information Exchange: Are resident paying agents required to report to the domestic tax
administration information on payments to non-residents?
Hungary does not require resident paying agents to tell the domestic tax authorities about
payments to non-residents

8

Efficiency of Tax Administration: Does the tax administration use taxpayer identifiers for
analysing information efficiently, and is there a large taxpayer unit?
Hungary uses appropriate tools for efficiently analysing tax related information

9

Avoids Promoting Tax Evasion: Does the jurisdiction grant unilateral tax credits for foreign tax
payments?
Hungary partly avoids promoting tax evasion via a tax credit system

10

Harmful Legal Vehicles: Does the jurisdiction allow cell companies and trusts with flee clauses?
Hungary partly allows harmful legal vehicles
INTERNATIONAL STANDARDS AND COOPERATION – Hungary

11

Anti-Money Laundering: Does the jurisdiction comply with the FATF recommendations?
Hungary partly complies with international anti-money laundering standards

12

Automatic Information Exchange: Does the jurisdiction participate fully in multilateral Automatic
Information Exchange via the Common Reporting Standard?
Hungary participates fully in Automatic Information Exchange

13

Bilateral Treaties: Does the jurisdiction have at least 53 bilateral treaties providing for
information exchange upon request, or is it part of the European Council/OECD convention?
As of 31 May, 2015, Hungary had at least 53 bilateral tax information sharing agreements
complying with basic OECD requirements

14

International Transparency Commitments: Has the jurisdiction ratified the five most relevant
international treaties relating to financial transparency?
Hungary has ratified the five most relevant international treaties relating to financial
transparency

15

International Judicial Cooperation: Does the jurisdiction cooperate with other states on money
laundering and other criminal issues?
Hungary cooperates with other states on money laundering and other criminal issues
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Notes and Sources
The ranking is based on a combination of its
secrecy score and scale weighting (click here to see
our full methodology).
The secrecy score of 36 per cent for Hungary has
been computed by assessing its performance on 15
Key Financial Secrecy Indicators (KFSI), listed on the
left. Each KFSI is explained in more detail, here.
Green indicates full compliance on the relevant
indicator, meaning least secrecy; red indicates noncompliance (most secrecy); and yellow indicates
partial compliance.
This paper draws on data sources including
regulatory reports, legislation, regulation and news
available as of 31.12.2014 (with the exception of
KFSI 13 for which the cut-off date is 31.05.2015).
Full data on Hungary is available here: http://www.
financialsecrecyindex.com/database/menu.xml
All background data for all countries can be found
on the Financial Secrecy Index website: http://
www.financialsecrecyindex.com
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