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Subject: Petition 0106/2005 by Thomas Daub (German), on alleged discrimination in 
Hungary

1. Summary of petition

The petitioner, who, together with his spouse, has been resident in Hungary since September 
2003, complains at the failure of the Hungarian authorities to issue him with a residence 
permit for which he applied 7 weeks ago, indicating this his Romanian colleagues of 
Hungarian descent received theirs within 2 weeks. He argues that this constitutes 
discrimination and also objects to the fact that the Hungarian authorities require him to pay a 
registration tax of € 7400 on the vehicle he brought with him.

2. Admissibility

Declared admissible on 30 June 2005. Information requested from the Commission under 
Rule 192(4).

3. Commission reply, received on 3 February 2006.

In law

1. The delay to issue a residence card

Under currently applicable Community law, and in particular, under Article 5 of Council 
Directive 64/221/EC of 25 February 1964 on the coordination of special measures concerning 
the movement and residence of foreign nationals which are justified on grounds of public 
policy, public security or public health1, a decision to grant or to refuse a first residence 
                                               
1  O.J. 850 of 4.4.1964, p. 64.
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permit shall be taken as soon as possible and in any event not later than six months from the 
date of the application for the permit. 

It follows that the delay of 7 weeks is not contrary to Community law. 

In most Member States the situation is that the residence cards of third country nationals take 
much longer to process by the national authorities than those of EU nationals, while in 
Hungary the situation seems to be the inverse. According to the Commission’s information, 
delays in the granting of residence cards vary widely depending on the municipalities 
involved. 

However, with regard to the operation of national administrative authorities it should be 
recalled that the organisation of national administrative authorities is, by virtue of the 
subsidiarity principle, a matter for the Member States alone. 

In this regard it is noted that, on the basis of Directive 2004/38/EC of the European 
Parliament and of the Council of 29 April 2004 on the right of citizens of the Union and their 
family members to move and reside freely within the territory of the Member States1 which 
will replace, inter alia, the above mentioned Directive 64/221/EC, EU citizens will no longer 
need to obtain a residence card in the Member State where they reside: a simple registration 
with the competent authorities will be enough and even this will only be required if it is 
deemed necessary by the host Member State. The registration certificate shall be issued 
immediately, on presentation of a valid identity card or passport and proof of compliance with 
the conditions of residence. Member States must transpose this Directive into national law by 
30 April 2006. These steps towards reducing the burden of bureaucracy are in line with moves 
already taken by certain Member States to abolish the requirement for a residence permit.

2. The imposition of a registration tax 

2.1. Hungarian applicable law

By means of Law CX 2003, subsequently amended as from 1 January 2005, Hungary has 
introduced a registration tax for motor vehicles. The tax becomes due on the first entry into 
use of the vehicle on Hungarian roads following a sale of the vehicle under the VAT act, 
intra-community acquisition, importation and transformation. In particular, the tax becomes 
due also in the case of a second hand car entered into use on Hungarian roads, but imported 
from another Member State. The Hungarian registration tax, according to the aforementioned 
law, is determined in a fixed amount depending on the engine capacity, type of fuel used and 
emission standards. However, the amount of tax does not change depending on whether or not 
the car to be registered is new or second hand. 

2.2. Observations of the Commission

                                               
1  O.J. L 158 of 30.4.2004, p. 77.
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In the absence of harmonisation at Community level, Member States are free to levy 
registration taxes provided they respect primary and secondary Community law1. With 
respect to primary law they are obliged to respect Article 90 of the EC Treaty which forbids 
Member States to impose, either directly or indirectly, on the products of other Member States 
any internal taxation of any kind in excess of that imposed directly or indirectly on similar 
domestic products. This fundamental principle of Community law is of a basic importance in 
the field of car taxation since it is often with respect to this that it is assessed the compatibility 
of a registration tax with Community Law.

The Commission has started investigating the Hungarian registration tax with respect to 
several aspects. The main points which raise a question of compatibility are those concerning 
the violation of Article 90 inasmuch as the Hungarian tax seems to be an internal tax 
discriminating between imported cars, which are sought to be entered into use in the 
Hungarian roads, and domestic one. 

It is worth mentioning that according to a settled case law, the lack of a domestic production 
of cars does not prevent a Member State from applying Article 90 since the term "similar 
domestic product" may well consist of a product which became a domestic one as soon as it 
has been imported and placed on the domestic market (Commission v Denmark, C-47/88).

In addition to this, according to the settled case law of the Court a Member State, in applying 
a registration tax on motor vehicles, has to take into consideration the real value of the vehicle 
at the time of registration in order to comply with Article 90. The Court, thus, found that "it is 
incompatible with Article 95 of the EEC Treaty (now 90) for a Member State to charge on 
second-hand cars from another Member State a tax which, being calculated without taking 
the vehicle's actual depreciation into account, exceeds the residual tax incorporated in the 
value of similar second-hand motor vehicles already registered in the national territory" 
(Nunes Tadeu, C-345/93, para. 20; Commission v Denmark, C-47/88, para. 22 and 
Commission v. Hellenic Republic, C-375/95). 

In fact, the registration tax applied on a new car represents a percentage of its value which, 
with the time, decreases proportionally to the loss of value of the car. By consequence, 
second-hand cars incorporate already in their value the amount of registration tax which has 
decreased due to the wear and tear of the vehicle. It derives from this that, if the real loss of 
value of a used vehicle is not taken into account, the tax imposed on a foreign second-hand 
car – to be entered into use in Hungary - will always exceed the residual value of tax 
incorporated in a second-hand car of the same type of model, engine capacity, fuel use and 
emission standard, already existing in the Hungarian market and which was registered in 
Hungary as new. 

Therefore, where a second-hand car coming from another Member State is subject to 
registration, the fact that its real loss of value is not taken into consideration and that the 
                                               
1 See, Directive 83/182/EEC (OJ L 105, 23.4.1983) on tax exemptions within the Community 
for certain means of transport temporarily imported into one Member State from another and 
Directive 83/183/EEC (OL L 105, 23.4.1983, p. 64-65) on tax exemptions applicable to 
permanent imports from a Member State of the personal property of individuals.
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registration tax is not decreased proportionally, leads to the conclusion that the registration tax 
so applied amounts to an internal tax which is able to discriminate between foreign products 
and domestic similar ones. The Commission believes that the Hungarian legislation, by 
applying a registration tax to new cars equal in the amount to the one applied to second-hand 
cars infringes Article 90 of the EC Treaty.

2.3. Conclusions

The Commission has decided to send a Letter of Formal Notice to Hungary. The adoption of 
this action has been made public by means of press release IP/05/1279 issued on 14 October 
2005, attached to the answer of this petition. However, it is worth reminding that any relevant 
Commission measures do not guarantee legal protection for individuals. It is therefore in the 
interest of the petitioner to file an appeal proceedings before the national authorities in order 
to ensure that his individual rights are safeguarded

4. Commission reply, received on 25 November 2008.

The issue of the residence permit was addressed in the previous reply of the Commission 
dated 3 February 2006 sent to the Parliament. Therefore, this follow up only concerns the 
Hungarian registration tax.

EC law

Car registration taxes are not harmonised at the European Union level. This means that 
Member States may impose these taxes and decide unilaterally on their levels and methods of 
calculation. Accordingly, Member States may keep a car registration tax and set its level as 
high as they see fit (in Denmark, for example, a similar tax amounts to 180% of a vehicle's 
value). 

However, these taxes must comply with the EC Treaty and in particular with Article 90 of the 
EC Treaty.

Hungary is, therefore, free to levy a registration tax on cars registered for the first time in its 
territory even if the registration tax on those cars has already been previously paid in another 
Member State, provided such tax is compatible with Article 90 of the EC Treaty.

Background to the imposition of a registration tax in Hungary

By Act CX of 2003 (the “Act”), Hungary introduced a registration tax.

The Commission considered that the Act infringed Art 90 of the Treaty and opened an 
infringement procedure (2005/4256) against Hungary. In this context, the Commission 
addressed a letter of formal notice to Hungary on 18 October 2005.

With effect from 1 January 2006, Hungary modified its registration tax legislation. The 
modification introduced a fixed depreciation table based on the age of the vehicle.
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On 4 July 2006, the Commission sent an additional letter of formal notice to Hungary 
contesting the compatibility of the fixed depreciation table with Article 90 of the EC Treaty. 
The Commission claimed that fixed depreciation seemed to be too slow to account, in the 
majority of cases, for the real loss of value of second-hand cars at the time of registration, as 
required by the case law of the European Court of Justice.

On 5 October 2006, in the context of two referrals for preliminary rulings, the Court delivered 
a judgment concerning the Hungarian registration tax in cases which were brought before the 
Court against the legislation as it stood before the amendments of 2006.

As a consequence of the Nádasdi judgment, the Hungarian Parliament passed Act CXXX of 
2007 on the reimbursement of registration tax.

Recent developments in Hungarian legislation and current situation

Modifications as from 5 February 2007

Hungary modified its registration tax legislation by passing Act CXXXI of 2006 which 
entered into force 5 February 2007.

The version of the depreciation table in force at the date of this note is the one laid down by 
this modification.

Judgement of the Court (Commission v Hellenic Republic, 20 September 2007)

Following an action for failure to fulfil obligations, the Court on 20 September 2007, 

delivered a judgment on the Greek registration tax.

Among the objective criteria on which a fixed depreciation scale may be based, the Court has 
referred to the age of the vehicle, but also to its mileage, its general condition, its propulsion 
method, its make or model.

Appeal procedure from 1 April 2008

With effect from 1 April 2008, the Economic and Transportation Ministry and the Finance 
Ministry jointly published decree 13/2008 on the fee of the individual assessment of 
registration tax and other procedural rules (the "Decree"). The appeal procedure was 
incorporated in the Act in a new section titled tax assessment according to specific rules.

Under the Decree, the car owner may, upon advancing a sum of 45,000 HUF (ca. 180 EUR), 
challenge the individual tax assessment of the customs authorities and request an in-depth 
examination by experts of the value of the used imported car based on criteria (mileage, the 
technical and general condition of the vehicle, comparison of the value of the imported used 
car and that of a similar reference vehicle) not mentioned in the Act.
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Hungary has appointed only one authority with exclusive competence to handle individual tax 
assessment claims in Békéscsaba, a remote town near the Romanian border, 200 km from 
Budapest.

In a letter of 22 April 2008, the Commission requested information from Hungary on these 
two aspects (the criteria of depreciation and appeal).

Conclusions

Following the examination of the reply of 3 July 2008, the Commission concluded that the 
current infringement procedure cannot be closed.

5. Commission reply, received on 24 April 2009.

In the infringement procedure pending in this case, the Commission criticises the depreciation 
rates, applied by the Hungarian legislation to determine the amount of the registration tax of 
used cars, on the grounds that they are still based on a single criterion (the age of the vehicle), 
a system clearly denounced by the Court of Justice in Case C-74/06.

In addition, the Commission has taken the view that certain features (the physical accessibility 
of one single authority for the whole country, increased duration of procedure) of the 
individual tax assessment procedure, effective from February 2008, render excessively 
difficult the exercise of rights of applicants in this procedure.  Therefore this procedure 
appears to be in conflict with the case-law of the Court on the principles of transparency and 
effectiveness.

Hungary however continues to deny any infraction of Community law. It claims that the 
judgment of the Court in Case C-74/06 is not relevant in this case as it refers to a Greek 
situation in which the tax was based on the value of the car, whereas in Hungary it is based on 
solely technical and environmental features. According to Hungary’s assertions, the 
Hungarian system leads to a reasonable approximation of the value of used cars since the 
depreciation rates are in fact based on several criteria (also including mileage) in the sense 
that such criteria are taken into account in the calculation of a single rate using average 
values.

Hungary also asserts that no violation of the principles of transparency and effectiveness can 
be established as the Hungarian legislation sets out precise criteria for the calculation of 
depreciation in the individual assessment procedure, the authorities must reason their 
decision, and one single authority has been appointed due to the need for consistent 
administrative practice and the availability of workforce in the region.

The Commission is now examining Hungary’s arguments. If, following such examination, it 
considers that the infringement of Community law persists, it will call on this Member State 
to modify its legislation in a reasoned opinion.
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6. Further Commission reply, received on 1 September 2009.

On 1 December 2008, the Commission addressed a second letter of formal notice to Hungary 
in the context of the ongoing infringement procedure concerning car taxation in Hungary. In 
this formal notice, the Commission claimed that the depreciation rates, used to determine the 
tax on second-hand cars, are still based on a single criterion (the age of the vehicle), a system 
denounced by the Court of Justice in Case C-74/06. 

The Commission also considered that certain features (the physical accessibility of the one 
single authority for the whole country, the increased duration of the procedure) of the 
individual tax assessment procedure, introduced from February 2008 to enable the individual 
technical examination of the car, render excessively difficult the exercise of rights of 
applicants in this procedure. Therefore, this procedure appears to be in conflict with the case-
law of the Court on the principles of transparency and effectiveness.

In its reply dated 2 February 2009, Hungary continues to deny any infringement of 
Community law. It claims that the judgment of the Court in Case C-74/06 is not relevant in 
this case as it refers to a Greek situation in which the tax was based on the value of the car, 
whereas in Hungary it is based on solely technical and environmental features. According to 
Hungary’s assertions, the Hungarian system leads to a reasonable approximation of the value 
of used cars since the depreciation rates are in fact based on several criteria (also including 
mileage) in the sense that such criteria are taken into account in the calculation of a single rate 
using average values.

Hungary also asserts that no violation of the principles of transparency and effectiveness can 
be established as the Hungarian legislation sets out precise criteria for the calculation of 
depreciation in the individual assessment procedure, the authorities must reason their 
decision, and one single authority has been appointed due to the need for consistent 
administrative practice and the availability of workforce in the region.

Having analysed the reply of Hungary, the Commission maintains its position that the above 
aspects of the Hungarian car taxation system are still incompatible with Community law. 
Therefore the ongoing infringement procedure needs to be pursued in the form of a reasoned 
opinion in which the Member State is called upon to modify its legislation.

As far as the delay in issue of the residence document is concerned, Community law 
applicable1 at the time when the petition was lodged provided that a decision to grant or to 
refuse a first residence permit shall be taken as soon as possible and in any event not later 
than six months from the date of the application for the permit. 

It follows that the delay of 7 weeks was not contrary to Community law. 

In this regard it should be noted that, on the basis of Directive 2004/38/EC of the European 
                                               
1 Article 5 of Council Directive 64/221/EC of 25 February 1964 on the coordination of 

special measures concerning the movement and residence of foreign nationals which are 
justified on grounds of public policy, public security or public health, O.J. 850 of 4.4.1964, 
p. 64.
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Parliament and of the Council of 29 April 2004 on the right of citizens of the Union and their 
family members to move and reside freely within the territory of the Member States1 which 
will replace, inter alia, the above mentioned Directive 64/221/EC, EU citizens will no longer 
need to obtain a residence card in the Member State where they reside: a simple registration 
with the competent authorities will be enough and even this will only be required if it is 
deemed necessary by the host Member State. The registration certificate shall be issued 
immediately, on presentation of a valid identity card or passport and proof of compliance with 
the conditions of residence. Member States had to transpose this Directive into national law 
by 30 April 2006. These steps towards reducing the burden of bureaucracy are in line with 
moves already taken by certain Member States to abolish the requirement for a residence 
permit.

7. Further Commission reply for 106/2005 & 156/2005, received on 11 February 2011.

The Commission adopted on 3 November 2009 a reasoned opinion against Hungary in which 
it claimed that the car registration tax system did not comply with Article 110 of the TFEU as 
interpreted by the European Court of Justice.

In the meantime, the Hungarian authorities have committed to take the necessary steps in 
order to modify the relevant legislation with effect from 1 July 2011.

Once the legislation is adapted in the sense of the reasoned opinion, the infringement case can 
be closed.

As to the residence rights in Hungary, under Article 16 and 19 of Directive 2004/38/EC, each 
EU citizen falling under the requirements laid down by in those two Articles may apply for a 
permanent residence right in the host country. According to a recent case-law ("LASSAL IS 
C-162/09) of the European Court of Justice, all the previous periods of legal residence -
therefore even before accession of Hungary to the EU - in the same host country need to be 
taken into account in the calculation of the 5 years of continuous residence.

8. Further Commission reply for 106/2005 & 156/2005, received on 30 September 
2011

The Commission adopted on 3 November 2009 a reasoned opinion against Hungary 
concerning non-compliance of the car registration tax system with Article 110 TFEU as 
interpreted by the European Court of Justice. 

Currently, a draft law is under discussion in the Hungarian Parliament with a view to 
addressing the issues raised by the Commission in its reasoned opinion. 

The Commission is awaiting the outcome of the parliamentary discussions and will decide on 
possible next steps. As to the residence rights in Hungary, Articles 16 and 19 of Directive 
2004/38/EC provide that EU citizens, fulfilling the requirements laid down in these two 

                                               
1  O.J. L 158 of 30.4.2004, p. 77.
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articles, can apply for a permanent residence right in the host country. According to recent 
case law ("Lassal", C-162/09 and Dias, C-325/09) of the Court of Justice of the EU, 
continuous periods of five years' legal residence completed before the date of transposition of 
Directive 2004/38/EC in accordance with earlier EU law instruments must be taken into 
account for the purposes of the acquisition of the right of permanent residence.

9. Further Commission reply for 106/2005 & 156/2005 (REV. VI), received on 16
December 2011

The Commission adopted on 3 November 2009 a reasoned opinion against Hungary since the 
Hungarian car registration tax system did not comply with Article 110 of the TFEU as 
interpreted by the European Court of Justice.

In its previous reply, the Commission reported that the Hungarian Parliament was discussing 
a draft law with a view to addressing the issues contested by the Commission in its reasoned 
opinion.

On 26 July 2011, the Hungarian authorities informed the Commission of the adoption of Law 
XCVI of 2011 modifying Law CX of 2003 on the Registration Tax. The new law was 
published in the Official Gazette of 14 July 2011 (no 81 of 2011) and entered into force on 22 
July 2011.

The new law amends the depreciation rates used for the calculation of the taxable value of 
used motor vehicles by introducing accelerated depreciation rates. In the view of the 
Commission, the new accelerated depreciation rates ensure a reasonable approximation of the 
actual second-hand value of motor vehicles in accordance with settled case-law of the 
European Court of Justice.

Conclusion

Given that Hungary has brought its legislation on car registration tax in line with EU law, the 
Commission decided on 27 October 2011 to close the infringement procedure launched 
against that Member State.


