Electronicroad transportation control system (EKAER)

1. EKAER number and the EKAER system

EKAER, which is designed to minimize the possipilitf VAT fraud will be implemented from January ,1st
2015 in Hungarian public road transit.

As of 1 January 2015, the transport in the casatcd-community acquisitions of goods, intra-comiityin
supplies of goods and first taxable domestic segpf goods to non-final customers can only beoperéd
by taxpayers which have an identification numbeKAER number) issued by the Electronic Control
System of Circulation of Commodities on Public RegaKAER).

For the purpose of receiving an EKAER number, theayer (which may be the sender or the consignee
depending on the type of transport) will have tooré online the data of the transport to the EKA®Rtem
operated by the VAT Authority. The EKAER numbec@nected to one transport and valid for 15 days fr
the issuing date. Those organizing and executiagrémsit must have them as it must be presentedgdu
potential roadside checks by the authorities.

An EKAER number is necessary in the case of tratispohere the vehicle is subject to the road tell i
when the total weight of vehicle is more than 83st except for the following cases:

- there is no need to request an EKAER number anortréipe data of the transport in the case of
transports of ,non hazardous” products if their gieidoes not access 2,5 tons or the 2 million HEE n
value;

- in case of the so called ,hazardous” foods if tleéght of it does not access 200 kilograms or aeralu
250 000 HUF without taxes for one recipient. In dase of other hazardous products for one recipirent
limit is a minimum of 500 kilograms or a value ofrllion HUF without taxes.

Hazardous foodstuffs and other hazardous produititbevlisted in a separate regulation later thesuy bit
you can find the draft of the NGM regulation abthé hazardous products attached.

Every vehicle which transports international aid awery military vehicle are exempt from the ohliga of
applying for an EKAER number.

2. How to apply for an EKAER number?
The basic condition of signup into the EKAER sysisra customer portal access (registration in ¢the s

called',,UgyféIkapu”). Those who already have aneascto the ,Ugyfélkapu”, can create the right toess
to EKAER surface in two steps:

- at first the legal representative of the tax paydnis permanent representative (primary user)
requires a user name and password, and then

- entering the electronic interface of EKAER the @ignuser requires access to persons who may fix
or alter applications in the system (secondarys)ser

Theregistration can be started as from the 20" of December 2014. on the ekaer.nav.gov.hu website.
3. Datato bereported tothe EKAER system

The following data of the transport will have todeg@orted online to the EKAER system in order tedhtne
EKAER number of the transport:



1. Name and VAT number of the sender

2. Address where the carrier takes over the goods

3. Name and VAT number of the consignee

4. Delivery address of goods

5. In the case of intra-community acquisitions @fcalled ‘hazardous goods’: the name and VAT nunaber
the recipient if not the consignee takes over tiwdg from the carrier

6. In case of intra-community acquisitions of gagasone number and e-mail address of the personisvho
authorized to report the date of arrival of thedpo

7.In case of intra-community supplies of goods: mehemumber and e-mail address of the person who is
authorized to report the date of dispatching ofgbeds

8. Description, commodity code and gross weiglgamids

9. Reason of the transport e.g. supply of goodgjiaitions of goods, moving of own goods, etc.

10. Net value of goods

11. Registration number of the transport vehicle

12. Date of arrival to the delivery address in aafsmtra-community acquisitions of goods and fiestable
domestic supplies of goods to non-final customers

13. Date when the carrier takes over the goodase of intra-community supplies of goods

4. Personsto be obliged to obtain an EKAER No. and report data

4.1. The following rules will be applicable in tlease ofintra-community acquisitions of goods, including
moving of own goods to Hungary.

- The consignee is required to obtain an EKAER nemdnd report the 1-11 data of the transport before
starting the transport.

- The consignee is required to provide the cawién the EKAER number before starting the transport

- The date of arrival to the delivery address (pd) is required to be reported on the followingrking

day from the delivery by the consignee or by thespe who receives the goods from the carrier.

4.2. The following rules will be applicable in tlrase ofintra-community supplies of goods, including
moving of own goods out of Hungary.

- The sender is required to obtain an EKAER nunalbel report the 1-11 data of the transport befaisgy
the transport.

- The sender is required to provide the carriehwie EKAER number before starting the transport.

- The date when the carrier takes over the goauniat(ft3.) is required to be reported within 15 dfgsn the
issuing date of the EKAER number by the sendelydhht person which gives the goods to the carrier.

4.3. The following rules will be applicable in caskfirst taxable domestic supplies of goods to non-final
customers (B2B transports within Hungary).

-The sender is required to obtain an EKAER numibérraport the 1-11 data of the transport befordista
the transport.

- The sender is required to provide the carrienwhie EKAER number before starting the transport.

- The date of arrival to the delivery address (pdiR.) is required to be reported within 15 daysrfrthe
issuing date of the EKAER number by the consignee.

4.4. The following rules will be applicable in casehazardous foodstuffs and other hazardous products.

- In case of hazardous foodstuffs, the EKAER numbilr only be issued to taxable persons who are
registered for the relevant list and depositeddiogiired amount to secure the tax obligations.

- In case of other hazardous products, the EKAERbar will only be issued to taxable persons who
deposited the required amount to secure the tagadians.

- Deposit is not required from the taxable perdmted on the qualified taxpayers’ lists.

- EKAER number and report the data of the transigartquired even if the vehicle is not subjeataad toll

i.e. when the total weight of vehicle is less tBahtons in case of transports of hazardous foéfdstfiover
200 kg or net value of HUF 250,000.

- EKAER number and report the data of the transigartquired even if the vehicle is not subjeataad toll

i.e. when the total weight of vehicle is less tl3ah tons in case of transports of other hazardoodugts of
over 500 kg or net value of HUF 1,000,000.



5. Tasksof thecarrier

It is very important that the carrier does not hevdeclare anything! The carrier has three ingrdrtuties:

- he has to know exactly whether the consignmentigsloinder the EKAER or not. The loading can
not begin until there is no EKAER number.

- the date of departure and arrival has to be regolbecase of an inspection, the driver has to know
whether there is no EKAER number because it imboessary or because it was forgotten.

Therefore the carriers should seriously drawn tatighincluded and what is not covered by the EKAER
will not be easy to make that decision since sévhiggs must be observed at the same time:

- What kind of car we deliver with?

- What is the product? (non-hazardous producttisonioe reported below 2.5 tonnes; hazardous foed o
250 kg has to be reported).

- What is the purpose of transport, and which giitie sales process it is? (Only the first markétase has
to be reported, the following is not reportable.)

According to the above the carrier has to know yhéng about the cargo. In case of an inspectien th
carrier has to make a declaration about the owhireccargo and the delivery place. The procurerfaae a
heavy penalty if the declaration of the carrieemtfrom the data registered in the EKAER.

It is very important that all the changes (for epéerin case the goods are to be put in anotheheag to be
announced towards the EKAER so the carrier hasféorn the procurer about all these changes.

6. Security deposit

All taxpayers engaged in activities involving traagation using public roads and transporting hdaas
products has to pay a security deposit exceptaikpayers, who are registered in the system of atiemal
tax authority as qualified taxpayers; and all tapgua who are registered in the database for pdlelt-free
taxpayers for at least two years and their tax rarmnot under suspension at the time of statement

Regulation gives a detailed description about hosvdecurity deposit should be calculated. If asjpanter
starts multiple shipments at the same time or hakipte shipments on the way, they only have to pay
security deposit for the one with the most value.

Obligation to provide a security deposit can bélfetl either by paying the required amount of mptethe
account created by the national tax authority af guarantee. The authority provides an opportuioity
guery and monitoring on an electronic interfacetéopayers who are obliged to pay a deposit.

7. Consequences of an offense concer ning the EK AER number

If the taxpayer did not comply with the reportinigligations concerning road transportation, thegpanted
products could be deemed as goods of unverifiggiroand as such would triggardefault penalty at a
rate capped at 40% based on its value, and a proportion of those goods could be seipeth the amount
of the default penalty due.

Besides the imposed penalty the authority can bakn products meeting in value the amount of the
penalty, except if the cargo comprises live aninmalfighly perishable products. Imposer of the famall
issue a decree, make a report and size the produttansport them for preservation on the expeafshe
taxpayer.

Regulations of the EKAER must be applied in the case of all transportswhich the taxpayer starts after
1st January, 2015. but there will be no penalty until the 1¥ of February 2015. It is important that the
legal rules have already be amended on the 16™ of December and it can be expected that after issuing
the system other changeswill be made aswell.






