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Introduction

We are delighted to present this third edition of our Insolvency & Restructur-
ing Survey. The second edition of the Survey was released in 2018. Since then,
our readers have sent us ample feedback, for which we are immensely grateful.
This feedback — from business owners and managers, from lenders and other
creditors, and also from insolvency office-holders — was not only motivating
but also proved valuable when preparing this third edition of the Survey. Our
aim remains the same: to provide a useful overview of the rapidly changing
legal framework for insolvencies in Central and Eastern Europe and to help
decision makers get a sense of the impact of insolvencies in CEE jurisdictions,
thus enabling them to take the right decisions at an early stage, including the
decision to consult insolvency experts to help secure their interests.

Our firm’s international insolvency and restructuring practice group pools

the know-how and expertise of insolvency lawyers from our offices in 10 CEE
jurisdictions. In this region we are thus uniquely positioned to advise creditors,
debtors, insolvency office-holders and other stakeholders on all insolvency and
restructuring matters, such as pre-insolvency protection of creditors’ rights,
creating insolvency-remote collateral, representing creditors in insolvency
proceedings, pre-insolvency debt restructuring, legal duties of company bodies
and shareholders in crisis, capital maintenance regulations, mandatory regu-
lations under tax/social security law, employee questions, mass lay-offs, joint
intra-group liability, prerequisites and risks of de-facto management, claw-back
and voidance of transaction rights and distressed M&A.

Sincerely,
Frank Heemann and Stela Ivanova

Note: this Survey is based on laws in effect on 31 March 2020. Due to the extraordinary
dynamics of legislative measures, COVID-19 measures have been outsourced in a separate
factsheet updated on a regular basis and available as a pdf on our webpage www.bnt.eu.
Note also that, despite having been prepared diligently, this Survey and the information in it
are not to be understood as legal advice, which should be sought from an insolvency specialist
for each specific case.
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) 1. General information

1.1. General types of insolvency proceedings for
companies

« Bankruptcy proceedings (generally aimed at
liquidation of companies)

+ Restructuring proceedings (aimed at rescue of
companies)

1.2. Debtor in possession (self-administration)

« Bankruptcy proceedings: There is no legal
possibility for a debtor in possession.

» Restructuring proceedings: management is not
dismissed. A court-appointed administrator
supervises/assists company management and
oversees preparation of a restructuring plan
and settlement between debtor and credi-
tors. The administrator approves the debtor’s
financial commitments and may contest these
at its discretion. The administrator ranks the
creditors. The debtor retains possession and
ownership and control of its properties.

1.3. Insolvency register

« The webpage of the national insolvency regis-
ter is https://fizeteskeptelenseg.im.gov.hu,
although the system is not perfectly reliable.

« The opening of proceedings is announced in the
Corporate Gazette (in Hungarian “Cégkozlony”
- only available in Hungarian).

+ Added to the name of the enterprise is the
suffix “f.a.” (“in bankruptcy”) or “cs.a.” (“under

restructuring”).

1.4. Competent court for opening bankruptcy and
restructuring proceedings

« Regional court (Torvényszék) where the debt-
or’s seat is located

1.5. Average duration of proceedings
» Restructuring proceedings:
— No official statistics are available on duration

or success rate; the technical maximum dura-
tion is 365 days from opening proceedings.
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» Bankruptcy proceedings:

— No official data is available on average dura-
tion of proceedings; the technical maximum
duration is 2 years; this may be exceeded
with court approval in some cases.

1.6. Approximate satisfaction rate of bankruptcy
proceedings

» no official statistics available on satisfaction
rate

> 2.Bankruptcy proceedings
(generally aimed at
liquidation)

2.1. Persons entitled to file a petition for bank-
ruptey

» Creditors

« Debtor: the manager with the prior consent of
the general meeting of the shareholders or the
founder in case if there is only one shareholder

- Company court

« Criminal court in case of criminal proceedings

» Liquidator

2.2. Grounds for filing a petition

« Restructuring proceedings were not successful
(debtor fails to fulfil payment obligations in
restructuring settlement).

» Company fails to restore lawful operation of
the enterprise despite the court of registry’s

request, where the enterprise has assets.

+ The enterprise fails to pay a fine imposed in
criminal proceedings.

» The enterprise fails to pay due claims by cred-
itors (amount of claim must be over HUF 200
000 — without interest — ca. € 592).
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2.3. Grounds for opening bankruptcy proceedings

« The debtor fails to settle or contest previously
uncontested and acknowledged contractual
debts within twenty days of the due date, and
fails to satisfy a debt upon receipt of a credi-
tor’s written payment notice.

« The debtor fails to settle a debt within the
deadline specified in a final court decision or
order for payment.

« An enforcement procedure against the debtor
was unsuccessful.

« The debtor did not fulfil a payment obligation
as set in a composition agreement in restructur-
ing or bankruptcy proceedings.

« The court has declared previous restructuring
proceedings terminated.

« The debtor’s liabilities in proceedings initiated
by the debtor or by the liquidator exceed the
debtor’s assets.

2.4. Statutory procedure for opening bankruptcy

proceedings

Creditors must notify the debtor in advance
before they can file a petition

15 days after receipt of documents in the
appeal court

2.5. Effects of opening bankruptcy proceedings

» Once decision to open bankruptcy proceedings
comes into effect:

— Debtor’s management loses its powers and
will be replaced by the insolvency practi-
tioner (IP) appointed by the court.

— IP takes over management of the debtor,
assets and documents.
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— Creditors have 40 days to file claims (claims
filed between 40 and 180 days are treated as
subordinated; claims filed after 180 days are
not registered).

— IP submits draft administration expenses
budget for court approval.

— Financial obligations including set-offs are
prohibited.

— Calculation of interest, penalties and other
mandatory payments is suspended.

2.6. Persons obliged to file for bankruptcy

« During a voluntary company winding-up,
the appointed liquidator immediately after it
becomes evident that the company would not be
able to pay off its creditors.

2.7. Sanctions for not filing for bankruptcy in
time

» Not filing for bankruptcy by the manager might
be considered as not acting in the interest of
creditors which might be a ground for civil
liability — compensation of damages incurred
by the debtor and its creditors by the managers.

» There is no criminal liability for (late) filing,
but for other insolvency-related management
conduct (e.g.: fraudulent bankruptcy).

2.8. Appointment of insolvency practitioner (IP)

+ Insolvency court appoints an insolvency prac-
titioner — called a liquidator in these proceed-
ings — generally based on random electronic
selection with special software.

« For insolvency proceedings of privileged
companies based on cabinet decision, a state-
owned liquidator might be appointed.

2.9. Ethical standards for insolvency practition-
ers

» There is no statutory code of conduct but the
professional organization of insolvency practi-
tioners (www.foe.hu) has drafted a uniform code
of conduct to foster application of ethical norms
in the operation of insolvency administrators.
Membership in the organization is not obligatory.
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2.10. Time for lodging creditors’ claims, conse-
quences of failure

+ Deadline is set by law.

 Creditors may lodge their claims within 40 days
from publication of the opening of the proceed-
ings in the Corporate Gazette.

« If a creditor misses this deadline, a claim may still
be lodged within 180 days from the commence-
ment date but will only be satisfied if the
remaining assets suffice after satisfaction of other
registered creditors.

+ No claims may be lodged after expiry of the
180-day deadline.

+ Claims arising during the bankruptcy proceed-
ings may be lodged within 40/180 days following
the date when the claim falls due under the legal
consequences as above.

« Consequences of not filing a claim are: non-rec-
ognition of claim, no participation in proceedings.

2.11. Costs of filing claims

+ A fee amounting to 1% of the capital sum claimed
at a minimum of approx. € 15 (HUF 5 000) and
capped at approx. € 592 (HUF 200 000).

2.12. Administration costs

+ The fixed costs of ordinary proceedings amount
to 5% of the whole sum of the value of assets
sold in the course of bankruptcy and proceeds
from claims — arising at the time of opening
bankruptcy proceedings — recovered, but not less
than approx. € 887 (HUF 300 000). If the debtor
continues operating during the bankruptcy proce-
dure, 2 % of sales revenues arising can be taken
into account as a fee. In the case of a settlement,
the basis of the fee is 5 % of the value of the assets
included in the settlement.

» The fee amounts to approx. € 887 (HUF 300 000)
in simplified proceedings.
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> 3.Ranking of claims / cred-

itors

3.1. Secured creditors

 Secured creditors are paid first of all from
proceeds of realizing security

» Pledged / mortgaged property must usually be
sold by public auction.

3.2. Unsecured creditors

» Unsecured creditors are settled proportionate-
ly within their respective rank. Lower ranking
claims only satisfied after all higher ranking
claims are fully satisfied.

3.3. Employees

» Claims by employees constitute the first category
of unsecured creditors.

 If employees’ claims are not satisfied, the state
reimburses these if the enterprise in bankruptcy
complies with the Wage Guarantee Fund.

> 4.Nullifying contracts

» The liquidator may terminate with immedi-
ate effect contracts concluded by the debtor
or rescind a contract if neither of the parties
rendered services. Any claim due to the other
party may be enforced by notifying the liquidator
within 40 days from the date when rescission or
termination was communicated.

« A creditor and the liquidator may file for legal
action before the court within 120 days from gain-
ing knowledge or within a 1-year forfeit deadline
from the date of publication of the notice of
liquidation to contest:

— contracts concluded by the debtor within 5
years before the date when the court received
a petition to open liquidation proceedings or
thereafter, or other commitments if intended
to conceal the debtor’s assets or to defraud
any creditor or all creditors and the other
party had or should have known of that intent.
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— contracts concluded by the debtor within
3 years before the date when the court
received a petition to open liquidation
proceedings or thereafter, or other commit-
ments if intended to transfer the debtor’s
assets without compensation or to undertake
a commitment to encumber any part of the
debtor’s assets, or if the stated considera-
tion constitutes unreasonable and extensive
benefits to a third party.

— contracts concluded by the debtor within 9o
days before the date when the court received
a petition to open liquidation proceedings
or thereafter, or other commitments if
intended to give preference and privileges to
any one creditor, e.g. amending an exist-
ing contract to the benefit of a creditor, or
providing financial collateral to a creditor
that does not have any.

) 5. Restructuring proceed-
ings (aiming at rescuing
debtor)

5.1. Preconditions for restructuring

« If the debtor is in financial difficulty: unable to
settle its debt (debts) or is expected to fail to
discharge its liabilities on the date due:

— The debtor may file for restructuring in a
court of law; legal representation is manda-
tory.

— The debtor may not file a petition for
restructuring if already adjudicated in
restructuring, or if a request for bankruptcy
has been filed and a decision has already
been adopted at first instance for the debt-
or’s liquidation.

— Activities of the debtor do not cease.
5.2. Stages

» Restructuring proceedings are initiated by filing
a petition and additional necessary documents.

» The court orders a payment moratorium of 120
days and the opening of proceedings automati-
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cally within 1 business day.
» Decision is published in the Corporate Gazette.
» Restructuring administrators are appointed.

» Creditors file claims. Costs of filing claims:
Payment of a fee amounting to 1% of the sum
claimed at a minimum of approx. € 15 (HUF 5
000) and capped at approx. € 592 (HUF 200
000).

» Claims are confirmed by the administrator.

» Negotiations with creditors’ meeting on
contents of restructuring settlement take place.

» Settlement is confirmed by the creditors’ meet-
ing (at least the majority counted from the total
amount of creditors’ claims approved by the
court in both secured and unsecured groups of
creditors).

 Settlement is confirmed by the court.

« Creditors’ claims are satisfied in accordance
with the settlement.

5.3. Restructuring plan

« list of creditors taking part in the settlement,
their category, amount of claims, number of
votes

« accepted debt assessment and restructuring
plan, method of execution and supervision

« possible modifications to payment deadlines,
quitclaim statements and acceptance of claims,
everything that creditors and/or the debtor
consider necessary in order to settle the debt
amount and re-establish and sustain liquidity

5.4. Approval of restructuring plan

» Debtor’s management body submits draft
restructuring plan to debtor’s shareholders.

» IP consults management during preparation of
the plan.

» Upon shareholders’ approval of draft plan,
creditors are given draft restructuring plan and
invited to a meeting aiming at negotiating and
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obtaining approval of the plan.

 Draft restructuring plan is approved if it
gains more than 50 % of the votes among both
secured and unsecured creditors.

« The approved draft restructuring plan is filed
with the court for approval within 5 working
days of voting.

« Court issues a decision within 15 working days
from receipt of the restructuring plan; the
decision to approve the draft plan is final and
binding.

5.5. Filing a petition for restructuring proceed-
ings

« Filing a petition is the competence of manage-
ment but the prior consent of the general meet-
ing of the shareholders is required.

» There is no statutory deadline for filing.
5.6. Main content of petition
 basic data on the enterprise

» documentary evidence concerning prior approv-
al of the general meeting of the shareholders to
initiate the proceedings and notify employees

- a financial statement of the enterprise not older
than 3 months and written confirmation by
management that the statement gives a realistic
and reliable picture of the financial situation

« a summary of changes in the financial situation
after issue of the above financial statement

+ any contracts involving the company group (if
the enterprise belongs to one)

+ basic information on claims against the enter-
prise and claims by the enterprise against
others

certificate of payment of fee payable by the
debtor to start the proceedings

+ payment service providers where the debtor has
a current account, showing account numbers
and the name of the investment firm where the
debtor has a securities account
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« declaration of filing petition by management
notifying payment service providers affected
at the time of filing the petition for opening
restructuring proceedings

5.7. Time for lodging creditors’ claims, conse-
quences of failure

» There is a deadline of 30 days after publish-
ing the decision on initiating restructuring
proceedings.

» If the deadline is missed, claims are not part of
the restructuring proceedings and not subject
to restructuring settlement.

« Claims arising during insolvency proceedings
may be lodged within 8 business days under the
above legal consequences.

5.8. Selection of restructuring administrators
« Court appoints administrator.

» The administrator is appointed randomly by an
electronic system (similarly to the liquidator -
insolvency administrator).

5.9. Ethical standards for restructuring adminis-
trators

« There is no statutory code of conduct but the
professional organization of restructuring
administrators (www.foe.hu) has drafted a
uniform code of conduct to foster application of
ethical norms in the operation of restructuring
administrators. Membership in the organiza-
tion is not obligatory.

5.10. Main rights of the creditors’ meeting

« selection of a committee of creditors and trans-
fers specific rights to it

» approval of extensions of moratorium (extend-
ed moratorium is capped at 365 days)

» approval of restructuring settlement and
amendments

 application to the court to dismiss the adminis-
trator and appoint a new one
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5.11. Final proceedings

 If restructuring settlement is approved by
creditors:

— The court approves the restructuring settle-
ment and the proceedings are terminated.

— Decision is published in the Corporate

Gazette if there are more than 100 creditors.

— The administrator loses their position.

— Claims by creditors are paid by the enter-
prise under the settlement.

— Claims arising after restructuring proceed-

ings enforceable separately before the court.

« If the settlement is not approved by creditors:
the court declares the debtor is insolvent ex
officio and orders bankruptcy proceedings.

Author: dr. Gdbor Janoshalmi
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bnt at a glance

We are one of the leading international law firms specialising
in business law in Central and Eastern Europe. Clients
working with us have a clear local advantage: our inter-
national teams on the spot in ten offices provide regional
expertise that hardly anybody else can match. This means
we can guide our clients on the shortest route to their
economic targets in the region.
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