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This guide offers an overview of legal aspects of establishing an entity and conducting business in the
requisite jurisdictions. It is meant as an introduction to these marketplaces and does not offer specific
legal advice. This information is not intended to create, and receipt of it does not constitute, an
attorney-client relationship, or its equivalent in the requisite jurisdiction.

Neither the International Lawyers Network or its employees, nor any of the contributing law firms or
their partners or employees accepts any liability for anything contained in this guide or to any reader
who relies on its content. Before concrete actions or decisions are taken, the reader should seek
specific legal advice. The contributing member firms of the International Lawyers Network can advise
in relation to questions regarding this guide in their respective jurisdictions and look forward to
assisting. Please do not, however, share any confidential information with a member firm without first
contacting that firm.

This guide describes the law in force in the requisite jurisdictions at the dates of preparation. This may
have been some time ago and the reader should bear in mind that statutes, regulations and rules are
subject to change. No duty to update information is assumed by the ILN, its member firms, or the
authors of this guide.

The information in this guide may be considered legal advertising.

Each contributing law firm is the owner of the copyright in its contribution. All rights reserved.

ILN Corporate Group - Establishing a Business Entity Series



[ESTABLISHING A BUSINESS ENTITY IN HUNGARY] H

ESTABLISHING A BUSINESS ENTITY IN HUNGARY

“Establishing a Business Entity in
#° Hungary”

Ms. Agnes Bejé

Senior Attorney

Jalsovszky Law Offices — Budapest

“Establishing a Business Entity in
Hungary”

Mr. Gabor Kerekes J.

Attorney

Jalsovszky Law Offices — Budapest

1 COMPANY FORMS

The following company forms are available
in Hungary:

(i) general partnership (Kkt.);

(ii) limited partnerships (Bt.);

(iii) limited liability company (Kft.);

(iv) private company limited by shares (Zrt.).

Public company limited by shares (Nyrt.) is
also an available company form, however,
since 15 March 2014 it may not be
established directly. The formation of a
public company limited by shares can only
be initiated by listing the shares of a
private company limited by shares on the
Budapest Stock Exchange, while also
amending the form of the company.

While the liability of the members of
partnerships for the debts of the company
is, in general, unlimited, the other 3
company forms offer limited liability to
the shareholders / quotaholders. As a
consequence, in the business practice, the
Kft. form and the Zrt. form are the most
popular company forms and in the
forthcoming sections we will compare
these two company types.
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Limited liability company (Kft.)

Private company limited by shares (Zrt.)

Capital
requirements

Membership rights

The minimum registered capital is HUF
3,000,000 (approx. EUR 7,500) both cash and in-
kind contribution is allowed;

the contribution of each member may not be less
than HUF 100,000 (there are arguments that
deviation from this rule is allowed but this
standpoint has not yet been tested)

the provision of cash contribution is not
mandatory upon establishment, i.e. a limited
liability company can be incorporated without
the provision of any cash, however, certain
rights (dividend payment, transfer of
membership rights) cannot be exercised until
the full payment of the contribution.

Membership rights are represented by so-called
“business quotas”;

business quota is a notional concept, it is not
embodied in physical or electronic form, it is
solely registered on the members’ list of the
company;

In general, each quotaholder has one business
qguota. The size of the business quotas of the
different members can, however, be different.
Also, if there are different rights attached to
certain types of business quotas, one member
may have more than one business quota;

if not provided otherwise under the
constitutional document, the extent of voting
right, dividend right and other membership
rights is linked to the capital contribution made
by the

respective quotaholder.

The minimum registered capital is HUF 5 Million
(approx. EUR 12,500);

both cash and in-kind contribution is allowed;

no restriction on the nominal value of the shares.

Membership rights are represented by shares;
shares are considered as securities;

shares exist in physical (printed) or in
dematerialised form. In the ultimate case shares
are recorded on the securities account of the
shareholder;

if not provided otherwise under the
constitutional document, the extent of voting
right, dividend right and other shareholder’s right
is linked to the nominal value of the share.
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Limited liability company (Kft.)

Private company limited by shares (Zrt.)

Transfer of
ownership rights

Quotas are freely transferable among the
members of the company;

various restrictions can be adopted
regarding the transferability of the business
guotas to third parties (pre- emption right,
consent of the members’ meeting, etc.);

guotas may be transferred via a written contract
between the seller and the purchaser. The
purchase of the quota must be notified to the
managing director of the company which must,
upon such notification, register the new
guotaholder in the members’ list of the
company.

= Shares are freely transferable;

= certain restrictions may be adopted on the
transferability of the shares which restrictions are
only valid if indicated on the share certificate
itself;

» physical shares may be transferred by physical
delivery, together with a written endorsement;

» dematerialised shares are transferred via a
transfer between securities accounts.

The supreme body of the company is the
members’ meeting which is convened by the
managing director;

= The supreme body of the company is the general
meeting which is convened by the board of
directors or the general director.

the members’ meeting / general meeting has a quorum if at least half of the eligible votes is represented;
if the articles / statues permit the members’ meeting / general meeting may be held by electronic means of

Supreme body o

communication;
decisions falling within the scope of the members’ meeting / general meeting may also be made in a written
form, without holding a meeting;
generally, decisions are passed with a simple majority. In certain strategic decisions qualified (3/4) majority
is required.

Executive The executive officers of the company are its * The executive body of the company is its board of

officers managing directors; directors which consists of minimum three

managing directors are, generally, elected by the
members’ meeting;

managing directors may act individually or form a
body.

members;

» if the statutes so provide the company can elect a
single executive officer (general director) instead of
a board of directors.
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Limited liability company (Kft.)

Private company limited by shares (Zrt.)

Election of a supervisory board is mandatory, if the
number of full-time employees of the company
exceeds 200 on annual average and the works

Election of a supervisory board is mandatory, if (i)
requested by the shareholders controlling at least
five per cent of the total votes; or (ii) the number

the auditor is elected by the supreme body.

AL council did not waive the employees’ of full-time employees of the company exceeds
SIEEIT participation right in the supervisory board. 200 on annual average and the works council did
not waive the employees’ participation right in the
supervisory board.
= Appointment of an auditor is mandatory if (i) the company’s yearly revenues exceed HUF 300 million or; (ii)
Auditor the company employes more than 50 employees;
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2 DOCUMENTATION OF THE COMPANY
ESTABLISHMENT

In connection with the company establishment the
following documents will need to be executed or
provided:

() Documents prepared by the attorney and
to be signed by the founders / executive
officers of companies:

»  Constitutive document (Articles of
association / Statutes / Deed of
foundation —depending on the
respective company form);

» Power of attorney given to the
attorney representing the company
in the court of registration
procedure;

= Declaration of acceptance of the
executive officers / supervisory
board members / auditor - the
appointments will only become
effective if the elected persons
declare their acceptance;

= Specimen signature of the persons
signing on behalf of the company;

* Incase of a kft.: a members’ list
indicating the members /
quotaholders of the company;

» Appointment of a delivery agent
If any executive officer or
member / shareholder of a
company does not have a
Hungarian address / registered
seat;

= QOther ancillary documents set forth
by the laws.

(i) Documents to be provided by the founders:
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= |ncase the founder is a foreign
entity: the certificate of
incorporation of the founder;

= Certificate on the valid use of
registered seat / branch office of the
company—a land registry extract or
a statement of the lessor s
sufficient;

= Verification of payment of the
registered capital of the company —
usually a bank certificate is
sufficient;

= Taxidentification number of the
quotaholders / shareholders and
the executive officers —if
individuals are reluctant to
provide their home tax number, a
Hungarian tax number can be
obtained.

3 THE ESTABLISHMENT PROCESS

A company is considered as formed if it is
admitted to the register of companies. The
date of incorporation of the company is
considered to be the date when the
registration takes place. The company may
start its operations as a “pre-company” as of
the date of the countersignature of its
constitutive document and engage in business
operations after having received its tax
identification code.

The Registration Act draws a distinction
between regular and simplified registration
procedures. The simplified procedure is
applicable if the company’s constitutive
document is based on a standard form
prescribed by the laws. The use of standard
forms provides less flexibility but leads to
quicker registration.
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It must be noted that the establishment of a
limited liability company is free of any
procedural duties (except for a minimal
publication fee), while in case of the
incorporation of a private company limited by

PREPARATION OF
THE REQUIRED
DOCUMENTS BY
THE ATTORNEY

SIGNING OF THE

DOCUMENTS BY THE
DAY 0 FOUNDERS AND THE DAY 9
EXECUTIVE OFFICERS;

= ALL THE REQUIRED
INFORMATION ON

IT1S TO BE NOTED
THAT SOME OF THE

® COUNTER
SIGNATURE BY THE

THE COMPANY
GIVEN TO THE
ATTORNEY

DOCUMENTS NEED TO ATTORNEY
BE NOTARISED AND

APOSTILLED IF SIGNED

OUTSIDE HUNGARY

shares, a procedural fee of HUF 100,000
(approx. EUR 280) shall be paid.

Hereunder you will find a summary about the
timeline of the process.

DAY 13
REGISTRATION

OF THE COMPANY

FILING THE = RECEIPT OF VAT BY THE COURT*

APPLICATION WITH NUMBER OF THE

THE COMPETENT COMPANY OPENING A BANK

COURT OF ACCOUNT FOR THE

REGISTRATION COMPANY
———
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