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Hungary

Laurent Niddam and Hédi Bozsonyik, Szecskay Attorneys at Law

TYPES OF DISPUTE RESOLUTION

1. Please give a brief overview of the main dispute resolution
methods used in your jurisdiction to settle large commercial
disputes, identifying any recent trends.

Overall, the court system is capable of handling large and com-
plicated commercial disputes. However, there are certain draw-
backs, including:

m  The length of court proceedings.
= The relatively rigid procedural rules.

m  The tendency of judges to over-emphasise the formal as-
pects of a case.

Arbitration is the preferred method for settling medium and large
commercial disputes, particularly in the case of international
transactions. This is partly due to the actual or perceived limita-
tions of the domestic court system.

Arbitration practice is in line with internationally accepted principles.
A modern Arbitration Act was enacted in 1994, based on the UNCI-
TRAL Model Law on International Commercial Arbitration 1985.

Although frequently talked about in professional circles, other
ADR mechanisms (apart from arbitration) are uncommon. Many
commercial agreements require the parties to attempt an amica-
ble settlement of disputes. However, few agreements require the
parties to resort to other ADR mechanisms, such as professional
mediation, before initiating litigation or arbitration.

The business community does not appear to be either prepared
or properly educated to embrace other ADR mechanisms at this
time. If a dispute cannot be settled through direct negotiations,
the parties do not usually consider other ADR mechanisms. In-
stead, litigation or arbitration is commenced.

COURT LITIGATION - GENERAL
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m  Requesting judicial supervision of administrative decisions.
m  In corporate matters against corporate resolutions.

= |n competition matters.

m In actions relating to trespass.

The parties can also agree on a shorter limitation period in writ-
ing.

3. Please give a brief overview of the structure of the court where
large commercial disputes are usually brought. Are certain
types of dispute allocated to particular divisions of this court
(for example, IP, competition or maritime disputes)?

There are no specific courts specialising in commercial disputes.
The county courts (or the Metropolitan Court in Budapest) have
jurisdiction in all civil cases, including commercial cases, if the
amount of the claim exceeds HUF5 million (about US$29,000).

County courts also have jurisdiction in other matters, such as in
cases relating to:

m  Copyright or patents.

= International delivery of goods.

= Securities.

= Unfair contractual terms.

First instance tribunals usually consist of a single judge. In cer-
tain cases, however, a first instance tribunal consists of a three-
judge panel, for instance in cases concerning patents (where two
of the three professional judges are required to have a technical

degree) and trade marks.

The answers to the following questions relate to procedures that
apply in all civil courts.

2. What limitation periods apply to bringing a claim and what
triggers a limitation period? Please briefly set out any differ-
ent rules for particular areas of law relevant to large commer-
cial disputes, for example contract, tort and land disputes.

4. Which types of lawyers have rights of audience to conduct
cases in courts where large commercial disputes are usually
brought and what requirements must they meet? Can foreign
lawyers conduct cases in these courts?

The general limitation period is five years starting from the date
the claim arose. However, the law sets out a shorter limitation
period for certain claims. These include claims:

In Hungary, an attorney-at-law who has been admitted to any of
the Hungarian bar associations can act before any Hungarian
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court regardless of the amount in dispute. There is no distinction
between lawyers similar to that in the UK, where there are solici-
tors and barristers.

Lawyers from within the EEA wishing to practise law in Hungary
on a permanent basis must apply for admission into the register
of European Community lawyers kept by the competent bar asso-
ciation. Lawyers from the European Economic Area (EEA) wishing
to practise law in Hungary on a temporary basis can also apply for
entry in this register.

A European Community lawyer can, among others:
= Represent clients.

= Provide legal counselling services.

= Prepare various documents.

If a European Community lawyer provides legal services in Hun-
gary on a temporary basis he is required, at the request of the
relevant bar association, court or authority, to prove that he is
entitled to practise legal activities in his country. If a European
Community lawyer provides, on a temporary basis, services of
representation before a court or an authority in Hungary, he must
also notify the competent bar association of this representation.

In those cases where legal representation is compulsory, a Euro-
pean Community lawyer can only provide services of representa-
tion if he has concluded an agreement on co-operation with a
Hungarian attorney or law firm for that purpose.

Lawyers registered outside the EEA are not authorised to act before
Hungarian courts. Such a lawyer (foreign legal counsel) is only al-
lowed to advise in connection with the law of the country in which he
is a registered lawyer, international law and the practice regarding his
national law, as well as international law, provided that certain condi-
tions are met. For a foreign lawyer to become a foreign legal counsel,
he is required to conclude an agreement on co-operation with a Hun-
garian attorney or law firm and to register with the bar association.

FEES AND FUNDING

5. What legal fee structures can be used? For example, hourly
rates, task-based billing, and conditional or contingency
fees? Are fees fixed by law?

Lawyers’ fees are typically agreed with the client. Although law-
yers’ fees are usually based on hourly rates, contingency fees are
not prohibited. If there is no agreement between the parties, the
fees are calculated as a percentage of the amount of the claim.

6. How is litigation usually funded? Can third parties fund it? Is
insurance available for litigation costs?

Funding

Litigation is generally funded by clients. There is no rule against
funding by third parties.

Insurance
There is no rule against insurance-based funding of litigation.

This is a matter to be negotiated between the insurance provider
and the party concerned.

COURT PROCEEDINGS

7. Are court proceedings confidential or public? If public, are
the proceedings or any information kept confidential in cer-
tain circumstances?

The general rule is that court proceedings are public. However,
in certain cases, the judge can decide that hearings will be pri-
vate, in whole or in part. The judge can prohibit publicity if it is
deemed necessary to protect:

= State, official, business or other statutory secrets.

= Public morality.

Parties can also request that the proceedings be conducted con-
fidentially to protect their privacy.

The general public is not allowed access to either:

m  The documents filed by the parties during proceedings.
m  The minutes of the hearing established by the court.
Such access is only allowed to:

m  The parties.

m  The state prosecutor.

s Other participants in the proceedings.

As of 1 July 2007, certain court decisions are available on the
internet.

8. Does the court impose any rules on the parties in relation to
pre-action conduct? If yes, are there penalties for failing to
comply?

Once a claim has been lodged, the court examines whether the
claim complies with compulsory statutory provisions. The party
submitting the claim must inform the court whether there have
been any mediation proceedings to settle the dispute amicably.

If a required element is missing from the claim, the court sets
a short deadline for the submitting party to properly supplement
the claim. If the party making the submission fails to fulfil the
instructions of the court, the court rejects the claim.
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9. Please briefly set out the main stages of typical court pro-
ceedings, including the time limits (if any) for each stage,
any penalties for non-compliance and the role of the courts
in progressing the case. In particular:

= How a claim is started.

m  How the defendant is given notice of the claim and when
the defence must be served.

»  Subsequent stages.

Starting proceedings

Proceedings are initiated by filing a written claim. Courts must ex-
amine the claim within 30 days from receipt, and if a claim does
not comply with the applicable law, or must be supplemented for
other reasons, the court requires the claimant to supplement the
claim within a deadline set by the court. If the claim complies
with the law, the court will schedule the first hearing.

Notice to the defendant and defence

When the court schedules the first hearing, it sends the notice
of the hearing, together with the claim and its annexes, to the
defendant. The defendant must submit its statement of defence
no later than at the first hearing. However the court, when neces-
sary, can require the defendant to submit its statement before the
first hearing and can schedule a deadline for submissions (which
cannot be less than 15 days).

Subsequent stages

Generally, the first hearing must be scheduled within four months,
and in all cases no later than nine months, from receipt of the
claim.

At the first hearing, the claimant presents its claim and the de-
fendant presents its defence. Witnesses can also be heard at the
first hearing and experts can be heard at subsequent hearings
if summoned by the court. When it has all the information nec-
essary to render judgment, the court must decide on the case.
Otherwise, the court can postpone the hearing and schedule a
date for a further hearing. Any further hearings must be sched-
uled within four months of the previous hearing. The court can
hold as many hearings as it deems necessary before issuing its
judgment.

The full judgment is announced orally at the hearing. The an-
nouncement can be postponed in complex cases, but only for
eight days. Judgments must be set out in writing within 15 days
and delivered to the parties within another 15 days.

A penalty can be imposed on a party or other participant who does
not exercise its rights in accordance with the law or in good faith.
The maximum penalty is HUF 500,000 (about US $2,900).

INTERIM REMEDIES

10. What actions can a party bring for a case to be dismissed
before a full trial (for example, summary judgment or for a
claim to be struck out)? On what grounds must such a claim
be brought? Please briefly outline the procedure that applies.

The court can issue summary judgment (unless the claim must
be refused as a matter of law) following the claimant’s request, if
the defendant has neither:

m  Appeared at the first court hearing.

m  Submitted a statement of defence in writing.

The court must refuse claims that:

= Are premature.

m  Are submitted after the limitation period.

s Cannot be enforced by judicial proceedings.

= Are not submitted by the party entitled to make the claim.

A claim can be refused before its examination on the merits, ei-
ther ex officio (of the court’s own initiative) or following a request
by the defendant. The reasons for refusing a claim in these cases
may be based on:

s Certain procedural reasons (for example, where the court
has no jurisdiction over the dispute).

m If the claimant withdraws the claim or the parties settle the
claim.

m |f a party (either corporate or individual) ceases to exist
without a legal successor.

V30 A1juno)

In addition, the court will refuse the claim, following a request by
the defendant, if the claimant both:

m  Fails to appear at a court hearing.

m  Has not previously requested the holding of the hearing in
his absence.

In every other case, the court must examine and decide on the
merits of the claim.

11. Can a defendant apply for an order for the claimant to pro-
vide security for its costs? If yes, on what grounds?

A foreign claimant must, at the request of the defendant, provide
sufficient security to cover the costs associated with the legal
action. No provision of security is required if any of the following
apply:

= An international agreement so provides.

m  The reciprocity of the affected countries so suggests.
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m  The amount claimed by the claimant and recognised by the
defendant serves as sufficient security.

m  The court has fully exempted the claimant from bearing
litigation costs.

12. In relation to interim injunctions granted before a full trial:
= Are they available and on what grounds are they granted?

= Can they be obtained without prior notice to the defendant
and on the same day in urgent cases?

= Are mandatory interim injunctions to compel a party to
do something available in addition to prohibitory interim
injunctions to stop a party from doing something?

In addition to summary judgment and an order for security for costs,
the following interim injunctions can be granted before a full trial:

Interim injunctions

On the claimant’s application, the court can grant an interim in-
junction on the terms set out in the application. Courts have, in
general, the authority to issue interim injunctions where deemed
necessary to:

= Prevent imminent damage;
= Maintain the status quo pending the resolution of the case; or

m  Secure the legitimate interests of a party when its claim on
the merits appears well-founded but its remedy is at risk.

Procedural law does not list what interim injunctions can be grant-
ed; this depends on the ultimate aims of the case. Interim injunc-
tions are subject to appeal, while the original tribunal retains the
authority to amend its decision at the request of any party. The
court can also decide that the issue of an interim injunction is con-
ditional on the requesting party providing sufficient security. If suf-
ficient security is not provided, the injunction will not be issued.

Applications for interim injunctions cannot be submitted before
the statement of claim. The court does not decide on applications
for interim measures in the order that they are made. In IP mat-
ters, the court has 15 days to decide on an application, although
in practice this timeframe is about one to two months.

Registration at the land registry office

In relation to a dispute over real property, the court issues a pre-
liminary writ of execution to the relevant land registry on applica-
tion by the claimant, directing it to register the fact that a legal
action has been filed.

After registration, any other rights in relation to the relevant real
property can only be registered after, and according to, the court’s
final decision in the legal action. Such orders are frequently
sought in practice.

Where there is a registration at the land registry office, the court must
notify the Land Registry Office of a claim immediately, even before no-
tifying the defendant of the submission of the claim by the claimant.

Prior notice and timing

All the above interim remedies can be obtained without prior no-
tice but only in urgent cases. The court usually decides after
having heard from the parties. In practice, interim remedies will
not be made available on the same day as the application, even
in urgent cases.

13. In relation to interim attachment orders to preserve assets
pending judgment or a final order (or equivalent):

= Are they available and on what grounds must they be
brought?

= Can they be obtained without prior notice to the defendant
and on the same day in urgent cases?

= Do the main proceedings have to be in the same jurisdic-
tion?

m  Does attachment create any preferential right or lien in
favour of the claimant over the seized assets?

= Is the claimant liable for damages suffered as a result of
the attachment?

m  Does the claimant have to provide security?

A creditor can apply to the court for a securing order, on the basis
that a delay in enforcement will jeopardise the recovery of his
claim, for either of the following:

m  Sufficient security (in relation to monetary claims) requiring
the debtor to provide security for his debt.

m  Sequestration (seizure or attachment) of specific assets, if
the claim relates to a particular property.

The court in which the action has been filed will grant the protec-
tive measure. The court issues a decree on the application after
no more than eight days, and also sends a copy immediately to
the applicant.

If the main proceedings are initiated outside Hungary but in an-
other EU member state, the claimant can apply for interim in-
junctions for those protective measures that may be available un-
der Hungarian law (related to property situated in Hungary) even
if the courts of the other state have jurisdiction over the matter
(Regulation (EC) No. 44/2001 on jurisdiction and the recognition
and enforcement of judgments in civil and commercial matters
(Brussels Regulation)).

With sequestration of specific assets, the security holder can seek
priority to other claims over the property pledged (Hungarian Civil
Code).

Generally, the claimant does not have to provide security but the
court can grant an interim injunction subject to the claimant pro-
viding security. The defendant can claim damages if an interim
injunction or security action should not have been granted.
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14. Are any other interim remedies commonly available and ob-
tained? If yes, please give brief details.

There are no other interim remedies commonly available and ob-
tained in addition to those listed above (see Questions 10 to 13).

FINAL REMEDIES

15. What remedies are available at the full trial stage (for exam-
ple, damages and injunctions)? Are damages just compensa-
tory or can they also be punitive?

Remedies available after trial are:
= Compensatory damages.

s Declaratory judgment.

m  Specific performance.

Punitive damages cannot be awarded under Hungarian law.

EVIDENCE

16. What documents must the parties disclose to the other par-
ties and/or the court? Are there any detailed rules governing
this procedure?

There is no duty on a party to disclose documents to the other
party. A discovery procedure of the type available in litigation
before UK courts is not known in Hungary.

However, while there is no general duty to disclose documents,
the tribunal can order a party, at the request of the other party, to
disclose certain documents, including documents that could be
harmful to the interests of the disclosing party.

In certain matters, some documents must be disclosed under the
rules of civil law. These include documents proving an ownership or
usage right, or where the requested documents were issued on be-
half of the requesting party. Disclosure must also be ordered for doc-
uments establishing a legal relationship with the requesting party.

17. Are any documents privileged (that is, they do not need to be
shown to the other party)? In particular:

= Would documents written by an in-house lawyer (local or
foreign) be privileged in any circumstances?

m If privilege is not recognised, are there any other rules
allowing a party not to disclose a document (for example,
confidentiality)?

Privileged documents

There is no concept of privilege (as exists in the UK) in Hungarian
law. However, lawyers do owe a duty of confidentiality.

Other non-disclosure situations

All documents prepared by a lawyer, and all documents contain-
ing facts or data are confidential. While the lawyer cannot dis-
close and cannot be obliged to disclose confidential information,
the information itself or the document as such does not enjoy
specific protection (Act on Attorneys, Act XI of 1998).

Therefore documents considered confidential under the Act on
Attorneys could still be used in legal proceedings if those docu-
ments were properly obtained by the other party.

In-house lawyers are deemed employees of their company and, as
such, do not enjoy any special treatment. Therefore, in relation
to confidentiality and the treatment of documents they produce,
there is no difference between them and other employees.

18. Do witnesses of fact give oral evidence or do they just submit
written evidence? Is there a right to cross-examine witnesses
of fact?

The main purpose of hearing witnesses is to obtain oral evidence.
However, the court can call a witness to supply his notes, docu-
ments or certain objects that have, or might have, relevance to
the matter at issue at the relevant court hearing.

As a general rule, it is the court that hears witnesses and ques-
tions them. Under Hungarian law, the litigating parties can pro-
pose certain questions to be asked of the witness. The court can
also, on request, allow the parties to directly ask the witness
questions. Ultimately though, it is the court that decides on the
permissibility of questions proposed or asked. Therefore, cross-
examination of witnesses as practised in the UK is not a feature
of the Hungarian legal system.

19. In relation to third party experts:

m  How are they appointed (for example, are they appointed by
the court or by the parties)?

m Do they represent the interests of one party or provide inde-
pendent advice to the court?

= |s there a right to cross-examine (or reply to) expert evi-
dence?

= Who pays the experts’ fees?

Appointment procedure

The court appoints experts during the proceedings, either of its
own initiative or following a request by one of the parties. Experts
must be primarily appointed from the listed experts or institutes
authorised to give expert opinions. The parties can agree on the
expert chosen. Failing agreement, the court decides on the per-
son to be appointed.

Court-appointed experts provide independent advice to the
court.
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Role of experts
Expert opinions are intended to:

m  Prove or disprove witness statements and establish matters
of fact during the proceedings.

m  Be given in areas that are relevant but where the court does
not have the necessary expertise.

Although expert opinions are not to be considered determina-
tive in the case, in practice, judges tend to “blindly” follow the
opinions provided by court-appointed experts irrespective of the

position of party-appointed experts. This practice may sometimes
lead judges to not exercise their fact-finding function.

Right of reply

Parties (and the court itself) have the right to reply and request
the appointment of another expert for the purposes of cross-ex-
amination if the expert’s opinion is any of the following:

s Unclear.

= Contradictory.

= Incomplete.

m  There is reasonable doubt as to its accuracy.

Fees

Experts’ fees are initially paid by the party requesting the appoint-
ment and, at the end of the case, by the unsuccessful party.

APPEALS

20. In relation to appeals of first instance judgments in large
commercial disputes:

= To which courts can appeals be made?
= What are the grounds for appeal?

m  Please briefly outline the typical procedure and timetable.

Generally, first instance judgments can be appealed within 15
days from receipt. In commercial matters with a value above
HUF5 million (about US$29,000), first instance decisions can
be appealed to the Court of Appeal on matters of law and fact.
Decisions by the Court of Appeal can be submitted to the Su-
preme Court for judicial review on questions of law only.

However, the law sets out certain matters where judgments are
enforceable despite the filing of an appeal. These matters in-
clude:

= If the court renders a decision that is preliminarily enforce-
able without regard to the filing of an appeal, including:

o judgment for the claimant in a claim that has been
acknowledged by the defendant;

o financial judgment for the claimant based on an
obligation in an official document or a non-official
document of full evidentiary force, if all circumstances
forming the basis of the judgment are proven by such
documents;

o non-financial judgment for the claimant, if the claim-
ant would suffer damages that are disproportionately
grave or difficult to ascertain, and if the claimant
provides sufficient security;

o ajudgment for the cessation of trespass or nuisance.

m  Appeals made against judgments approving settlements.

COSTS

21. Does the unsuccessful party have to pay the successful par-
ty’s costs and how does the court usually calculate any costs
award? What factors do the court consider when awarding
costs (for example, any pre-trial offers to settle)?

Generally, the unsuccessful party pays the successful party’s
costs, including its lawyers’ fees. However, the court can decide
to take into account only part of the successful party’s legal ex-
penses, if it considers those expenses excessive. The courts usu-
ally set these fees at about 5% of the amount of the claim.

The court can also deny the successful party’s costs if, for ex-
ample, there was no reason to initiate the proceedings or if the
other party acknowledged the claim at the first hearing. Similarly,
costs incurred unnecessarily cannot be recovered. If one party is
partially successful, the court splits the costs among the parties.

22. Is interest awarded on costs? If yes, how is it calculated?

There is no interest awarded on costs.

ENFORCEMENT

23. What are the procedures to enforce a local judgment in the
local courts?

Enforcement of domestic judgments must be implemented by
court execution proceedings (governed by Act L/l of 1994 on
Judicial Enforcement (Act on Judicial Enforcement)).

The court of first instance issues a certificate of enforcement
based on a court decision delivered in a civil matter or a set-
tlement that has been approved by the court. The certificate of
enforcement is an enforceable document. An enforceable docu-
ment can only be issued if the decision in connection with which
enforcement is sought satisfies the following:

m |t contains an obligation.

m It is final and enforceable or is subject to preliminary
enforcement.
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m  The deadline for performance has expired.

m  The court then sends the enforceable document to the bail-
iff as well as to the person requesting enforcement.

There are two main types (and several sub-types) of enforcement
procedures, namely:

= The enforcement of financial claims, which includes:

o garnishment of amounts handled by financial institutions;

o enforcement regarding movable property; and

o enforcement regarding immovable property.
s The special enforcement procedures, which include:

o enforcement of a specific act;

o enforcement of interim injunctions; and

o enforcement of foreign judgments.
Enforcement relating to movable and immovable property usually
takes place by auction. At auction, movable property can only
be sold at a purchase price that reaches at least 25% of the ap-
praised value of the relevant asset. For immovable property, this

percentage is set at 50% of the appraised value.

The rules governing the different sub-types of enforcement proce-
dures vary from one sub-type to another.

CROSS-BORDER LITIGATION

24. Do local courts respect the choice of law in a contract (that is, if
the parties agree that the law of a foreign jurisdiction will govern
the contract)? If yes, are there any areas of law in your jurisdic-
tion that apply to the contract despite the choice of law?

In international transactions, the parties are free to choose the law
that applies to their agreement. However, when local laws imple-
ment strict public policy, there are certain areas in which local law
applies irrespective of the parties’ choice of law, for example:

= Consumer protection.

m  Competition.

= Labour relations between employers and employees, or the
employment relationship based on which work is performed.

m  Corporate matters regarding companies registered in Hungary.
m  The ownership of real property in Hungary.

= If the application of the chosen law would contradict public
order or policy.

m  Bankruptcy and liquidation of companies registered in
Hungary.

m  Certain tax issues.

25. Do local courts respect the choice of jurisdiction in a con-
tract (that is, if the parties agree that claims will be brought
in the courts of a foreign jurisdiction)? Do local courts claim
jurisdiction over a dispute in some circumstances, despite
the choice of jurisdiction?

If at least one party is domiciled in an EU member state, the
parties can agree that a court of a member state has jurisdiction
to settle disputes between them (Brussels Regulation). Such a
stipulation is deemed to be exclusive unless the parties agree
otherwise. An agreement conferring jurisdiction must be one of
the following:

= In writing, including in electronic format.

m In a form that accords to the practices established among
the parties.

= In international trade or commerce, a form that is widely-
known and should be familiar to the parties in the particular
trade or commerce concerned.

If jurisdiction is conferred in an agreement where neither party is
domiciled in an EU member state, the courts of other members
states will not have jurisdiction over the disputes, unless the cho-
sen court has declined jurisdiction.

Under Hungarian law, parties can stipulate the jurisdiction of a
specific court for commercial matters. Hungarian courts, howev-
er, exercise exclusive jurisdiction for certain matters, such as real
estate matters. The required form of such jurisdiction clauses or
stipulations corresponds to the requirements under the Brussels
Regulation. Unless the parties agree otherwise, the stipulated
court has exclusive jurisdiction. However, if the parties stipulate
the jurisdiction of a foreign court and this court declares that
it does not have jurisdiction, a Hungarian court can declare its
jurisdiction under the general rules.

Certain courts have exclusive jurisdiction in specified matters,
under the applicable laws. For example, the Metropolitan Court
in Budapest has exclusive jurisdiction in relation to:

m  Specific IP-related legal disputes.

= Disputes involving administrative or governmental authori-
ties.

If a court has exclusive jurisdiction over a dispute under law, that
court can claim jurisdiction whatever the choice of jurisdiction
in the contract.

26. If a foreign party obtains permission from its local courts to
serve proceedings on a party in your jurisdiction, please brief-
ly outline the procedure to effect service in your jurisdiction.
Is your jurisdiction party to any international agreements af-
fecting this process?

EU member states

For documents originating from another EU member state, service
on a party in Hungary is effected through reference to Regula-
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tion (EC) No. 1348/2000 on the service in the member states of
judicial and extra-judicial documents in civil and commercial mat-
ters (Service Regulation). This allows service of judicial documents
through a transmitting agency (the Ministry of Justice), diplomatic
or consular agents or registered mail. While requests for service
can be made in German, English or French, the receipt of judicial
documents not in the Hungarian language can be refused by the
recipient. Direct service of documents is not available in Hungary.

Non-EU member states

For documents originating from outside the EU, reference can
also be made to the Hague Convention on the Service Abroad
of Judicial and Extrajudicial Documents in Civil or Commercial
Matters 1965 (Hague Service Convention). Service of documents
sent under the Hague Service Convention must be made exclu-
sively through the Ministry of Justice, and will only be carried out
if an official translation is attached.

27. Please briefly outline the procedure to take evidence from a
witness in your jurisdiction for use in proceedings in another
jurisdiction. Is your jurisdiction party to an international con-
vention on this issue?

EU member states

Council Regulation (EC) No. 1206/2001 on co-operation between
the courts of the member states in the taking of evidence in civil
or commercial matters (Evidence Regulation) provides for co-op-
eration between the courts of EU member states in the taking of
evidence for use in proceedings in another member state.

The Evidence Regulation provides for the direct transmission of
requests for the taking of evidence between the competent courts
of member states. The Ministry of Justice is the central body
responsible for supplying information to the competent courts
and seeking solutions to any difficulties that may arise in respect
of requests. Requests to take evidence can be transmitted to the
competent courts in English or Hungarian via mail, fax or e-mail.
Generally, within 90 days of the receipt of the request, the re-
quested court carries out the request according to the provisions
of Hungarian law on the taking of evidence.

Non-EU member states

To take evidence from a witness for use in proceedings in a non-EU
member state, the Hague Convention on the Taking of Evidence
Abroad in Civil or Commercial Matters 1970 (Hague Evidence Con-
vention) provides for Letters of Request to be sent to the Hungarian
Ministry of Justice to obtain evidence by competent authorities in
Hungary. The Letters of Request must be sent in Hungarian and
the evidence is taken according to under Hungarian law.

28. What are the procedures to enforce a foreign judgment in the
local courts?

Non-EU member states

Under Law Decree no. 13 of 1979 on private international law,
judgments from non-EU member states will be recognised if the
following conditions are met:

= The foreign court has jurisdiction over the subject matter of
the dispute.

= The judgment is final.

= There is reciprocity between Hungary and the country in
which judgment was given.

However, judgments that address areas over which the Hungarian
courts have exclusive jurisdiction, such as real estate, will not
be enforced. In addition, the following grounds will also exclude
enforcement:

m  Breach of Hungarian public policy.

m  The decision was not properly served on the party against
whom it was given, therefore not allowing the preparation of
a defence.

m  The decision was based on findings of a procedure that seri-
ously violates the basic principles of Hungarian law.

= Proceedings involving the same matter have already been
brought before a Hungarian court before the foreign pro-
ceedings.

m  The case has already been resolved by a final decision of a
Hungarian court (res judicata).

EU member states

The enforcement of judgments from other EU member states is
subject to Council Regulation (EC) No 44/2001 on jurisdiction
and the recognition and enforcement of judgments in civil and
commercial matters (Enforcement Regulation). According to this,
a judgment given in a member state is to be recognised in anoth-
er member state without any special procedure being required.
However, a judgment may not be recognised if, for instance:

m  Recognition is manifestly contrary to the public policy in
the member state in which recognition is sought.

»  The judgment was given in default of appearance, if the de-
fendant was not served with the document that started the
proceedings or with an equivalent document in sufficient
time and in a way to enable it to arrange its defence, unless
the defendant failed to commence proceedings to challenge
the judgment when it was possible for it to do so.

Regulation (EC) No. 1346/2000 on insolvency proceedings (In-
solvency Regulation) provides that the member state in which the
centre of a debtor’s main interests is located has jurisdiction to
open insolvency proceedings. Judgments issued by a tribunal of
such a member state must also be recognised in all other member
states and must produce the same effects in other member states
as in the issuing member state without additional formalities.

If the debtor has an establishment in Hungary, liquidators or oth-
er authorised authorities must register judgments opening insol-
vency proceedings abroad in the Hungarian land, trade and other
applicable public registries. Proceedings for such registrations
belong to the jurisdiction of the Municipal Court of Budapest,
which examines whether insolvency proceedings have indeed
been opened in another member state. In the absence of such
registration, the liquidator is liable for damages caused by the
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omission to third parties that rely on the content of the public
registries in good faith (Act XLIX of 1991 on Bankruptcy Proceed-
ings and Liquidation Proceedings).

According to the Insolvency Regulation, judgments handed down

by courts of the relevant jurisdiction are enforced according to
the Brussels Regulation.

ALTERNATIVE DISPUTE RESOLUTION

29. What are the main alternative dispute resolution (ADR) meth-
ods used in your jurisdiction to settle large commercial dis-
putes? Please briefly outline the procedures that are typically
followed, and any rules that apply.

In Hungary, the main ADR mechanism is arbitration. Other ADR
tools, such as mediation, are rarely used.

30. Does ADR form part of court procedures or does it only apply
if the parties agree? Can courts compel the use of ADR?

ADR mechanisms only apply based on an agreement between the
parties. They do not form part of court procedures and their use
cannot be compelled by the courts.

31. Is ADR confidential?

With respect to arbitration and mediation, in the absence of
agreement between the parties, arbitral and mediation proceed-
ings are held in private (Arbitration Act).

32. How is evidence given in ADR? Can documents or admissions
made or produced in (or for the purposes of) the ADR later be
protected from disclosure by privilege?

The manner in which evidence is given in ADR is determined by
the parties to the process. With respect to arbitration, rules of
proceedings of the Court of Arbitration attached to the Chamber
of Commerce and Industry stipulate that the arbitral tribunal can
instruct the parties to:

m  Submit evidence in support of a claim.

= Order the presentation of expert opinions.

m  Obtain evidence from third persons.

m  Order for the hearing of witnesses.

How evidence is taken is at the discretion of the arbitral tribunal.

33. How are costs dealt with in ADR?

Fees are freely negotiated between the lawyer and the client. Al-
though lawyers’ fees are usually based on hourly rates, contin-

gency fees are not prohibited. There are no legal rules in relation
to the payment of the successful party’s costs. The obligation
to pay the successful party’s costs depends on the procedural
rules of the respective arbitration body and on the decision of
the arbitrator.

34. Is ADR used more in certain industries? If yes, please give
examples.

Aside from arbitration, ADR is rarely used in any area of busi-
ness in Hungary. More sophisticated clients, in particular foreign-
owned companies, may try to use ADR in exceptional cases.

35. Please give brief details of the main bodies that offer ADR
services in your jurisdiction.

The following arbitration bodies are commonly used to resolve
large commercial disputes:

m  Court of Arbitration attached to the Hungarian Chamber of
Commerce and Industry (Court of Arbitration). This is the
leading institutional arbitration body in Hungary to resolve
large commercial disputes. The arbitration rules of the court
are modelled on the UNCITRAL Arbitration Rules 1976.

»  Money and Capital Markets Arbitration Tribunal. This
tribunal was established by the trade organisations of the
exchange markets, credit institutions and investment enter-
prises. It has broad mandatory jurisdiction in financial and
capital markets related matters. If the parties agree to use
arbitration, the law grants exclusive and broad jurisdiction
to this institution to settle disputes in certain financial and
capital markets related matters.

= Hungarian Bar Association. Although not an arbitral body,
the Hungarian Bar Association has published a set of
arbitration rules that can be voluntarily adopted in ad hoc
arbitrations. In the scope of these rules, the Hungarian
Bar Association provides limited assistance and acts as
the nominating authority if the parties fail to agree on the
nomination of a tribunal.

REFORM

36. Please summarise any proposals for dispute resolution re-
form and state whether they are likely to come into force and,
if so, when.

Work has been undertaken to reform the Code of Civil Procedure,
to accelerate court proceedings in commercial cases. The con-
cept, issued by the Ministry of Justice and Law Enforcement in
July 2006, is part of the government’s initiatives implemented
between 2006 and 2010.
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