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HISTORIC YEAR TO COME

In 2020 when the successful adaptation to
the pandemic situation was at stake world-
wide, the National Tax and Customs Admin-
istration stood its ground by operating sta-
bly. The details are shared on the next pages.

It is difficult to forecast now what the next year
will bring to us but one thing is sure in 2021 we
celebrate the tenth anniversary of the establish-
ment of the NTCA. Ten years ago, by the decision
of the Hungarian Parliament the National Tax
and Customs Administration (NTCA), the suc-
cessor of the Tax and Financial Control Admin-
istration and the Customs of Finance Guard was
formed. At that time the focus was set on the
integration of two organizations with different IT
culture and maturity, the implementation of nec-
essary IT solutions, technology modernizations.
The building of data warehouse, the utilization of
the possibilities of the data assets, the elimina-
tion of duplications, plans for digitalization of the
taxpayer services were on the drawing board al-
ready at the very early stage of the introduction
of new uniform technologies. The time was ripe
to change the mind set in the work of the tax and
customs administration.

Many things changed since then: the tax legisla-
tion environment, as the level of tax compliance

broke the deadlock. Today's NTCA has a com-
pletely different image from the one that it has
at its foundation: through its digitally analysable
data asset, innovations and discretion provided
by legislative acts our administration can follow
up almost every economic transaction. At the
same time the NTCA encourages the taxpayers
to comply with the legal acts on the public bur-
dens not only through official tools but also by
solutions supporting taxation. Today the NTCA
is present as an open and transparent organiza-
tion, economic actor operating in a new style in-
stead of a faceless authority in the everyday life
of the enterprises and citizens.

As the experiences of the previous years proved,
today the cooperating partnership approach in
taxpayer relations and contacts is justified. It it-
self contains the taxpayer-oriented process de-
sign, the follow up of taxpayer path and the dif-
ferentiation based on the information obtained
from it. The encouragement needs to be domi-
nating in more fields: in mentoring the beginner
enterprises, supporting the taxpayers making
mistakes unintentionally, minimizing the admin-
istrative burdens, intensive and comprehensible
communication. The change of mind set had a
significant impact on the taxpayer’s compliance



and also on the collection of budgetary reve-
nues. The partnership approach has been inte-
grated in the system of the NTCA being founded
by new procedural tools. However, the investiga-
tive authority function remains to be a strong pil-
lar in the future and the reform had good results
also in this field.

The digital trends of the changing world, the
change of taxation philosophy haven't left the
internal procedures of the organization unaf-
fected either. No step forward could have been
made by our administration without the internal
digitalization. The continuous developments of
the systems supporting the work enable a signif-
icant savings of working time and paper.

2021 is a historic year for the NTCA in many as-
pects. Not only because of the digitalization, the
full content of real time data disclosures, the new
milestone in the modernization of organizational
procedures but also because of the fact that the
integration that was started ten years ago will
definitely be completed by entering into force of
the act on uniform legal status of the employees
of the NTCA. This new legal act brings clarity into
the job and grading system, makes the real eval-
uation of the performance possible, establishes
lifelike relationships for HR policies and manage-
ment. Appreciation of the loyal and dedicated
colleagues that the present and future of this
organization is built on will be possible.

Laszlé Dr. Sors




The National Tax and Customs Administration
(NTCA) is an organization being in an unique situ-
ation since it is linked to the government budget,
economic policy, the Parliament, the system of
public administration, the private sector's eco-
nomic operators, tax advisors and accountants
and last but not least citizens. According to its
specific function it can be considered one of the
key players of the market competition.
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Different professions, knowledge and innovation
is needed for our work. We have 18 thousand
colleagues. The employees with tax and customs
administration, law enforcement, investigative, IT,
analytical, legal, enforcement and communication

expertise employed in tax and customs legal re-
i lationship perform almost 1200 different tasks of

gi ’ the NTCA all over Hungary.
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The latest report of the State Audit Office of Hungary published in
the beginning of 2021 illustrates the results of the NTCA through

the changes of the tax system.

Services facilitating the taxation, procedures
enabling the correction of the errors was put in
focus by the NTCA. The rate of voluntarily paid
taxes increased. The economic sectors were
cleaned up, electronic solutions and the inno-
vations of the NTCA, and also the performance
of the economic operators led to additional rev-
enues. Based on the report of the European
Commission the gap between the VAT collecta-
ble and collected is barely 7% in Hungary.

Digitalized solutions - together with the simplifi-

cation of the tax system - facilitate the submis-
sion of approximately 25 million of tax returns
and data disclosures annually.

The NTCA now can know from its digital infor-
mation systems what procedure to assign to a
particular taxpayer so the supportive-like audits
and the classical tax audits will hit the target.




REVENUES

The revenues having a share of 94% collected by the NTCA
play an important role in the state budget of Hungary.

SHARES IN STATE BUDGET

(TAX REVENUE)

Central budget (other body) 0,7% HUF 116 billion

Local tax 5,9% HUF 1 000 billion

The annual revenue plan of the NTCA determined in the beginning of 2020 before the pandemic
equalled to 16 894 billion forints. Due to the revenue shortfalls of the enterprises being in a difficult
situation and the decrease of the tax and contribution revenues because of the tax facilitations intro-
duced, only 96% of this planned amount (equalling to 15 813 billion forints) was collected exceeding
the peaking amount of 2019 by 2 %.



HUF 15 THOUSAND 813 BILLION
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REACTION OF THE ECONOMIC OPERATORS ON
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Compared to the plans for 2020 the VAT, social
security contribution and social contribution tax
payments shrank partially due to the revenue
shortfall different by sectors. The dominance of
electronic taxpayer communication channels in-
creased: the personal administration dropped
by 33% and the number of phone calls in-
creased by 80% compared to the previous year.

DEMIC

The amount claimed in applications for payment
facilities was higher by 66%, i.e. by almost 70 bil-
lion forints than in 2019. The taxpayers submit-
ted claims for instalments or deferred payment
in a value of altogether 262 billion forints.



SHRANK THE VAT PAID, DIFFERENT REVENUE

CONTRIBUTIONS SHORTFALL BY SECTORS
AND SCT

DOMINANCE OF ELECTRO
COMMUNICATION C

(33% LESS PERSONAL ADMINISTRATION,

APPLICATIONS FOR PAYMENT FACILITIES FOR 66%
(+ HUF 70 BILLION)

LARGER AMOUNT THAN LAST YEAR:
TOTAL HUF 262 BILLION




IMPLEMENTATION
OF TAX RELIEFS
BY LAW ENFORCEMENT




NTCA'S REACTION ON
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The NTCA was not caught unprepared by the
limitations of personal contacts due to pandem-
ic since the taxation can also be administered via
electronic means and the taxpayers do not nec-
essarily have to meet the tax auditors for post
audits. Nevertheless, it was crucial to strengthen
the call centre and electronic taxpayer services.
Some of the official procedures were changed
due to the new legal acts supporting the eco-
nomic actors, new elements were implemented
in the legislation, and quick reaction also in the
provision of information was a must.

The government's provision to refund the VAT
in a shorter deadline was also aimed to sup-
port the economic operators. But it could not
result in uncon-
trolled  refunds.
The enterprises

requesting refunds were thoroughly controlled
by a greater number of staff using our informa-
tion systems during 70 thousand desk audits at
a higher speed.

The customs procedures were characterised by
the increased turnover of ventilators, and the
prohibitions on exports of medicine and protec-
tive gears have to be met.

In addition the NTCA provided daily reports on
the situation of the economy that facilitated to
establish the government's economic policy de-
cisions.




YEAR OF CHANGE

Without aiming to give an exhaus-
tive list let’s have a look at the
most important achievements of
2020!

DEVELOPMENT
OF ONLINE INVOICE 3.0

AUDITS

ENFORCEMENTS

NEW ACT ON SOCIAL
SECURITY

The Online Invoice system and other digital solu-
tions boost the digitalization of the procedures
of the enterprises relating to taxation. The elec-
tronic data disclosure system is complemented
by a mobile application, and the online invoicing
feature offers a tool that is free-of-charge and
easy to use for the users to issue their invoices.
By 130 thousand tax audits performed in 2020,
the NTCA revealed a tax difference in the value
of 435 billion forints resulting in sanctions. The
digitalization played a significant role also in the
audits involving 52 thousand taxpayers, mean-
ing that the procedure is taking place in virtual
environment in a traceable manner.

Our enforcement field arranged for the en-
forcement of 272 billion forints. It has to be
mentioned that the company managers irre-
sponsibly and intentionally bankrupting their
enterprises were sued successfully by the NTCA
for 363 million forints.

In compliance with the new legal act on the so-
cial security benefits and on funding of these
services we sent almost one million letters to
the persons that have social security contribu-
tion debts according to the registries of the Na-
tional Health Insurance Fund of Hungary. Our
goal is to ensure to avoid that somebody is un-
der-served by the free-of-charge state benefit
due to their omission.

Among our digital novelties we established the
Central Evidence Management System thatis an
exciting development for the NTCA because the
operation of four agencies (National Judicial



Office, Hungarian Police, Prosecution Service
of Hungary and the National Tax and Customs
Administration) having completely different in-
frastructure, tasks, IT and organizational culture
in the field of evidence management had to be
transferred on a single electronic platform. The
next step of the development will be the stand-
ardisation of criminal asset management.

In 2020, we developed 22 types of forms used in
our programme of Online Completing the Form
(Online Nyomtatvanykitoltd Alkalmazas) helping
the taxpayers also by providing the data avail-
able for us so it will not be necessary for the
taxpayer to fill the forms in.

51 thousand confirmations on salaries were re-
quested online by the banks from the NTCA in
2020, and as of the same year the NTCA keeps
the registry of private entrepreneurs and small-
scale agricultural producers.




MORE NEW DIGITAL
SOLUTIONS

REGISTRATION
OF PRIVATE ENTREPRENEURS
AND PRIMARY PRODUCERS

Thanks to our law enforcement technology we
are able to track down or eliminate the criminal
organizations. Our criminal staff revealed perpe-
trations in the value of 83 billion forints in 2020,
57 billion forints of which was attempted to be
withdrawn from the budget. In similar cases the
damage recovery often exceeds 100%. Of course
we had significant achievements in the market
clearance of some determining segments like the
trade of sugar, cooking oil, soy bean meal, fruits
and vegetables.

As a result of our fight against money laundering
we could freeze or suspend more than six bil-
lion forints. We managed to cut the route of the
money in several cases and transactions involving
money laundering before it got to the beneficial
owners.



Our customs branch managed the exportation
and importation of goods worth more than twen-
ty thousand billion forints.

The results of digitization, the IT developments
themselves are challenging. Maintaining the ex-
isting system and parallel to this, developing new
services are also challenging. At the same time we
managed to fight back the cyberattacks success-
fully in cooperation with the IT experts of partner
authorities during last year.

®

More details, data can be found in
NAV 2020 Annual available at the homepage
nav.gov.hu

CRIMINAL RESULTS

* MARKET CLEARANCE

FIGHT AGAINST 8. |
MONEY LAUNDERING

customs: Goobs WORTH B}
HUF 20 THOUSAND BILLION
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10™ YEAR

The NTCA celebrates its tenth anniversary. Ten
years ago the integration of two organizations of
different IT culture and maturity, the quick imple-
mentation of IT solutions necessary for the inte-
gration, technology developments were in focus.
The building of data warehouse, utilization of the
possibilities of the data assets, elimination of du-
plications, plans for digitalization of the taxpayer
services were on the drawing board already at
the very early stage of the introduction of new
uniform technologies. The situation was ripe to
change the mind set in the work of the tax and
customs administration.

A lot changed since then: the state budget fore-
seen tax revenues of nine and a half thousand
billion forints for 2011. Today it is 17 thousand

billion forints. The staff number of the NTCA de-
creased by approximately five thousand persons,
and the number of the taxpayers increased by
25%. Today the NTCA manages eleven and a half
million tax accounts with more than two billion
entries. Our tasks also increased: ten years ago
the list of competences contained barely 900
tasks, today it contains almost 1200 ones. The
environment of tax legislation was also changed
as the tax compliance broke the deadlock. The
new act on the status of the employees was for-
mulized and entered into force on the tenth an-
niversary of the NTCA with the aim to strengthen
the organizational integration, providing a more
significant organizational modernization than
the previous ones, and enabling the change of
the mind set relating to it.



HUF 17 000 billion
1200 tasks
18 thousand colleagues

2000 virtual servers

7% of the audits
are classic tax audits



2021

Milestones set for 2021

ONLINE INVOICE

* 2 million data disclosures per day

eVAT

eFIP

Offering known data in the
employer reports

New mobile application for the
employee’s query

Simpler data disclosure

Online Invoice 3.0: 2 million invoice data per
day. The invoice data to be disclosed doubled
since the NTCA receives the data of almost every
invoice. Since the beginning of 2021, more than
one million enterprises registered in the system.

eVAT: the proper data contained in the invoices
enable to offer a successful VAT declaration. The
system will be able to provide queries, modifi-
cation, approval of VAT analytics, to submit the
pre-populated VAT return to the NTCA prepared
on the basis of the data available at the disposal
of the tax authority. The system is ready for the
tests.

eFIP: the data known in the employer reports are
offered by the system. New mobile application for
the employee’s query, realtime communicationin
the employment system, monitoring, administe-
ringoflegalrelationships. Simplerdatadisclosure.



The audits are focused on: the utilization of

the information exchange data in the audits of 2021
cross-border trade. Audit of electronic trade.
More effective reveal of invoicing chains through
the analysis of online invoice data. Turnover of
food, agricultural goods, construction commo- THE FOCUS OF AUDITS
dities, vehicles trade, vehicle repair, realtor ser-
vices, trade of IT products, tourism, catering,

accommodation services, vegetable and fruit
wholesale. E-commerce

Data of international exchange
of information

Turnover of food industry,

SAF-T is the standard audit file for tax elabora- agricultural goods

ted by the OECD showing the taxpayer's whole
management for a particular closed period. The
SAF-T also enables total computer audit.

Construction commodities, vehicles
trade, vehicle repair

Realtor services

Trade of IT products

Tourism, catering

Accommodation services

STANDARD AUDIT FILE

* Total computer audit
(SAF-T - OECD standard)
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NEW NAV.GOV.HU

22 million visitors in 2020

100% ELECTRONIC
CUSTOMS PROCEDURES

Consequences of BREXIT

E-COMMERCE

Implementing new rules

VEHICLE TAXATION

Modernized version of www.nav.gov.hu: the
NTCA's homepage being the most visited one
with 22 million visitors a year will be renewed in
its content, structure and appearance.

Electronic customs procedures, Brexit: al-
ready in January, the NTCA completed 18 thou-
sand customs procedures necessary for the
commodity turnover arriving from the Great Brit-
ain, as the consequence of Brexit.

e-commerce: new rules. As of 1 July 2021 VAT
exemption of goods of a value of up to EUR 22
will be abolished, that will cause the increase
of the customs declarations. A new specialized
subpage will assist the taxpayers to get the nec-
essary information. The first half of 2021 will be
dedicated to the preparation, the dialogue will
be maintained with the economic operators
concerned and the Hungarian Post.

Vehicle tax: the tasks in connection with the
taxation of vehicles will be managed by the NTCA
from 2021.

HUF 17 THOUSAND BILLION



Streamlined enforcement work: the restruc-
turing involving the whole country on the basis of
a uniform strategic plan will result in a complex
and modern enforcement activity that will sup-
port the better performance of our administra-
tion and the whitening of the economy through
coordinated operation according to professional
goals.

Creating eNAV: creating eNAV (the “New
e-BEV"), the new NTCA taxpayer portal. The eNAV
is a taxpayer platform similar to the algorithm of
,online banking” adaptable to the taxpayer.

Government Data Center: the technical hand-
over (of a 2.5 billion forints investment) made
possible that the NTCA data center became the
georedundant storage of the government data
center operated by NISZ Zrt. (National Infocom-
munications Service Company Ltd.)

Real Ownership Registry: it is a top obligation
for the NTCA to establish a central registry for
the real ownership data (TTNY), bank accounts
and safe deposit services.

Our objective is to collect approximately 17
thousand billion forints. It will not be easy to ful-
fill the expectations but the NTCA proved several
times that it is able to hold its ground even in
difficult circumstances. Of course it cannot be
done without the contribution of the businesses
but the NTCA will keep assisting them by its ser-
vices and partner approach.

2021

STREAMLINED
ENFORCEMENT WORK

CREATING eNTCA

GOVERNMENT DATA
CENTER

REAL OWNERSHIP
REGISTER
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Mr. Kunio Mikuriya

Secretary General of the World Customs Organisation (WCO):

~Ccongratulations on the 10th Anniversary of the
National Tax and Customs Administration.
(...)You have been active in several Committees
and Working Groups Meeting as well as opera-
tions.

’

This positive involvement shows Hungary's com-
mitment to sharing experience and best practices
with their Members and with their partners.
Moreover the Hungarian Customs has been con-
tributing the WCO Capacity Building activities.
Hungary established the 1st Regional Training
Centre in Budapest in 2001, and organized many
regional seminars and trainings in a wide range
of areas. This initiative paved the way for the set-
ting up of the current 30 Regional Training Cen-
tres around the world.

(...) Furthermore the Regional Dog Training Cen-
tre was opened in 2018. The RDTC Budapest has
developed close tight with other Customs Admin-
istrations in the region. It not only sends delegates
to share best practices and experiences, but also
provides professional assistance and otherwise
to other Administrations, when they purchase
and train dogs.

In conclusion I'm very pleased with excellent work-
ing relationships that the WCO has developed the
management of the NTCA’s Customs and interna-
tional field on a personal and professional basis.
I wish you all the best for the future development
of the NTCA and enhance to cooperation with the
wco.”




.| speak both for myself as well as for my pre-
decessors when | say that the NTCA has played
a significant role in the life of IOTA. As we look
back in time, we see a number of milestones
that our two organisations celebrated together.
In 1996, Hungary was one of the seven founding
members of IOTA and Budapest has served as the
headquarters of our Secretariat ever since. Sin-
ce then, Hungary has also acted as an Executive
Council member of our organisation 4 times du-
ring the past 10 years. So, over time, Budapest
has become a home not only to our organisation
but also a home or second home to our staff and
colleagues.

President-in-Office of the Intra-European Organisation
of Tax Administrations

Another important element of our cooperation is
knowledge-sharing: NTCA tax experts are always
open to presenting their best practices at IOTA
events, or in our publications. NTCA has also gi-
ven several times the opportunity to members of
the IOTA Secretariat, to visit and present at the
University of Public Service, Ludovika.

This year marks not only the 10th anniversary of
the NTCA but also the 25th anniversary of estab-
lishment of IOTA. Reaching these defining miles-
tones together, makes the bond between our two
organisations even stronger. | look forward to se-
eing the growth of this cooperation in the coming
decades.”



Mrs. Catherine De Bolle
Executive Director of EUROPOL

» On behalf of EUROPOL | would like to congratu-
late to the Hungarian NTCA for all your work over
these past 10 successful years. The combined ac-
tion of EU Member State police forces and cus-
toms authorities brings essential added value to
the fight against serious and organized crime.
NTCA is a key partner for EUROPOL at operational
and strategic level. At operational level we have a
strong cooperation in the field of excise fraud, fire
arms trafficking, drugs trafficking, money laun-
dering, among others. Thanks to the Hungarian
Liaison Office at EUROPOLs headquarters and to
the NTCA’s valuable contributions we are regu-
larly carrying out successful joint operations. In
November 2019 the NTCA uncovered an illegal to-
bacco factory and identified the members of the
criminal group. 6 million cigarettes and enough

tobacco to produce 21 million cigarettes were
found in an operation together with EUROPOL.
Moreover in February last year EUROPOL sup-
ported a cross border investigation lead by the
NTCA and the Slovak Financial Administration
that resulted in the dismantling of an organised
crime group trafficking in fuel fraud. EUROPOL
is also grateful for your contribution to the SOC-
TA 2021. Your perspective is important to better
identify the future threats. | am honoured to con-
gratulate you on your 10th anniversary.”
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