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|. Employment and labour legislation

1. The Regulation System

After the change of the economic and political megi in the context of transition to market
economy, the management of the human resourcéyair, made its appearance as factor of
production factor and the labour market has gragi&come part of the economic market as
a consequence.

In the competitive sector, the new civil-law-typetAXXIl of 1992 on the Labour Code (the LC)
replacing the previous administrative-type regolativas codified and introduced in response to the
market economy needs. It is typical of the genapgroach of the new Labour Code that it restricts
the scope of legal intervention by the state vee§initely, and it includes mandatory, cogent,
provisions in regard of the parties to the employmelationships exclusively in relation to the
specification of the guaranteed content elemehésso-called minimum standards, of the employment
relationship. (Such provisions include the rules maximum working time and overtime, the
mandatory rest period, the employer’ and the enmgatsyliability for damages and the prohibition of
dismissal.) All other employment-related issues tmus agreed upon by the employer and the
employee. That is, in the changed situation, theegssues regulations in its capacity of deferder
public order, not as owner.

The scope of Act XXIII of 1992 (Ktv.) on the legatatus ofcivil servants covers the
administrative organisations, the offices of thardoks of representatives of the municipalities
and the regional general administration bodieshef Government, as well as civil servants
and administrators in legal relationship with theithe manual worker employees of
administrative authorities have special legal stafthey are within the scope of the LC, not
the Ktv. And, consequently, they are not subjecttoivil servant, but to an employment
relationship subject to the general rules of thedia Code and its special rules discussed
under a separate chapter within it.

2. Traditional forms of employment
2.1. The concept of employment

The LC does not define the concept of employmentofding to the definition developed
in practice and in science, employment is a legddtionship established between the
employer and the employee by the agreement ofalheep (work contract), for the purpose of
work. Irrespective of the name of the contract, ldgal relationship established between the
parties is defined by its content. Some activitiesy be exercised under an employment
relationship and equally under other legal relaiops established for the purpose of work
(e.g. service contract, business contract), intfan®f the will of the parties, given the nature
of the work and the principle of contractual freeddome activities, however, can only be
exercised under an employment relationship condumethe parties, owing to the nature of
the work processes, and in derogation of the owknag principle of contractual freedom.
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The main characteristics of employment are thetalg:
* long-term relationship between employee and emplolyaracterised by a relationship
of subordination and superiority between the psrtie
* the employee

0 carries out specific job tasks, as instructed leyeimployer,

o works for wages,

o accomplishes his task in compliance with the emplayt regulations, the
agreement of the parties, the instructions of tn@leyer and as is customary
in the trade, in accordance with the interesthiefamployer,

o performs work at the place specified under the wianktract, in a state fit for
work, in the prescribed working hours, personatiyntinuously and regularly,
under the extensive inspection right of the emplpye

* the employer shall

o employ the employee as specified in the work cahtréhe employment
regulations and other legal regulations,

o provide the conditions required for safe work,

0 provide the employee work instructions,

o0 pay the employee the labour wages and other ber{gdinuneration) specified
under the work contract.

2.2. The parties to the employment relationship

The parties to the employment relationship aresthployee and the employer.

All persons entering into an employment relatiopsisemployeesmust be at least sixteen
years of age. By way of derogation from this rale . employment relationship may be entered
into by a person of at least fifteen years of agesying elementary school, vocational school
or secondary school full-time studies, during thleo®l vacation periodroung persons over
fifteen ears of age and under sixteen years ofname enter into an employment relationship
only with the consent of their legal guardians. déwiation made from the above provisions
shall be considered valid. It follows from the abdhat a young person having reached the
age of 16, not subject to compulsory schooling emore, may enter into an employment
relationship without the consent of his/her legarglian.

Young persons under 15, subject to compulsorytimé schooling, may be employed for
the purposes of performance of artistic, sportsgetimg or advertising activities upon prior
authorization by the competent guardian court. @heve shall duly apply as regards the
performance of work by way of means other than egmknt contract (service or business
contract). The work contract, service or businesestract shall be concluded only in
possession of the said authorisation, and the leggtionship shall be established exclusively
for the period specified in the consent.

Pursuant to the effective provisions of Act LXXIHX1893 on Public Education, the
compulsory schooling of children in the Republi¢tdahgary is currently subject to two kinds
of regulations. Pursuant to the earlier provisioosthe Public Education Act, compulsory
full-time schooling lasted until the end of the ®alhyear during which the pupil reached the
age of 16. According to the effective provisionshefabove-mentioned Act, compulsory full-
time schooling lasts until the end of the schoalrye which the pupil reaches the age of 18.
Pursuant to the transitional provision, howeverge thompulsory schooling obligation of
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children having started their studies in the figsgade of elementary school in the school-year
of 1997/98 or earlier lasts until the end of the Bawhich they reach the age of 16.

All employers must have legal capacity. Consequently, the emplayay be a natural
entity (private person or individual entreprenear)iegal entity (e.g. public company, trust,
other public business organisation, co-operatimepriporated business association, social
organisation, the company of individual legal pessa subsidiary, foundation, municipality)
or an unincorporated association (e.g. civil asg@mmn, building society, unincorporated
business association such as a general partnenshipmited partnership).

2.3. Establishment of the employment relationship

An employment relationship is established by employment contract. Employment
contracts shall be concluded in writing; this obtign shall be fulfilled by the employer. The
employment contract shall be signed by the pargrasing the employer rights on behalf of
the employer, and by the employee himself.

The employment contract shall indicate the namatitieof the parties and their particulars
of relevance for the employment relationship. Tikizdoes not provide an itemised list of the
data to be specified in the employment contractobding to the established legal practice,
however, the following shall be considered as ddtanport: data required to identify the
parties and data to be known by the other partheéninterest of the fulfilment of obligations
and the exercise of rights based on the regulaappsicable to the employment relationship
or other legal regulations. Upon the conclusion té employment relationship and,
subsequently, an employee shall only be requestedake a statement, fill out a data sheet
which does not violate his personal rights and Wheassentially provides substantive
information for the aspects of the establishmenamfemployment relationship. That is, the
employer shall exclusively request such data ofetin@loyee as are necessary for the records
related to the employment relationship. Only dafated to the employment relationship and
to work performance shall be entered in these ds;avhich shall only be communicated to a
third party — in particular and, especially, a nemployer — after the termination of the
employment relationship, with the consent of thekayee. The only exception to this rule is
the employer’s obligation to supply data as spediby the legislation.

Three mandatory content elements must be spedifiedder to conclude an employment
contract: the personal base wage, the job profitethe place of work. The employer and the
employee may agree on any other issue as well (@gcification of the date of
commencement of the employment, compulsory triaiode specification of reasons of
extraordinary dismissal, benefits in addition te thages, etc.). However, the agreement of
the parties shall not be contrary to the regulatiapplicable to employment. Consequently,
the employment contract shall not be contrary todbllective bargaining agreement, except
if it establishes more favourable conditions foe #mployee than the latter. If the parties
agree on an issue in the employment contract, gheeanent shall be binding for both the
employer and the employee.
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2.4. Period of employment

Employment may be of a fixed duration (fixed temn)an unfixed (indefinite) duration. In
the absence of an agreement to the contrary, afogment relationship is established for an
unfixed duration.

The period of fixed-term employment shall be detaed according to the calendar or by
other appropriate means. If the duration of empleynrelationship is not determined by the
calendar, the employer is obliged to inform the kyge of the expected duration of
employment (e.g. in case of the replacement of sinkloyee or an employee who is absent
for an indefinite period due to some other reasdifje duration of such a fixed-term
relationship — including the term of its extension of another fixed-term employment
relationship established within six months starfirogn its termination — shall not exceed five
(5) years. It is, however, contrary to the prineilf proper legal practice if fixed-duration
employment is re-established or extended by theesparties without the presence of
legitimate employer interest vested in fixed-termpéoyment, to infringe on the legitimate
interest of the employee. If these conditions aesent simultaneously and in combination,
judicial case law re-classifies the fixed-term eoyphent as one of indefinite duration.

By way of derogation from the general rule, wheremployment relationship is subject to
official approval, it may only be for the durati@pecified in the authorization. If the
authorization is extended, the duration of the rim@d-duration employment relationship
may exceed five (5) years together with the previemployment relationship

The parties may transform a fixed-duration employtreontract into an unfixed-duration
one with mutual consent. A fixed-duration employmeantract shall be considered open-
ended without such consent, too, if the employeeksvéor at least one extra day following
the expiry of the original term with the knowledgkhis/her immediate superior. However,
an employment relationship established for a peobthirty days or less shall be extended
only by the amount of time for which it was origilyeestablished. However, this general rule
shall not be applicable in regard of employmeneldasn official approval or on employment
with a public aim, on the strength of the law.

The parties may transform by mutual consent a fbeech contract into one of unfixed
duration, although this agreement may be avoid@ueording to the sentencing policy of the
Supreme Court, there is improper legal practicethe background on the part of the
employer).

2.5. Trial period

A trial period may be stipulated under the emplogtr@ontract, whether of fixed or unfixed
duration, upon the establishment of the employmmelationship. The duration of the trial
period shall be thirty days. A shorter or longealtperiod, not to exceed three months, may
be stipulated in the collective bargaining agreemenagreed upon by the parties. The trial
period may not be extended. During the trial pemdtier of the parties may terminate the
employment relationship with immediate effect, with justification.

2.6. Amendment of the employment contract
Employment contracts may only be amended by thaiahwbnsent of the employer and the

employee. The provisions on the conclusion of egmknt contracts shall be duly applied
for the amendment thereof.
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In specific cases, the Act prescribes the amenduofethe employment contract as the duty
of the employer. Hence, for example, the labour esagf the employee shall be corrected
after his having been on leave without pay to darénurse a child or a close relative, in
accordance with the average annual wage developmgaémented in the meantime for
employees in a similar job position and with simikork experience. In the absence of such
employees, the extent of the actual average anmagé development implemented at the
employer shall be indicative.

Two more cases of mandatory amendment of the emm@nl contract are established by
the provisions of the LC: A woman, from the time pesgnancy is established until her child
reaches one year of age, shall be temporarily glata position suitable for her condition
from a medical standpoint, or the working conditiom her existing position shall be
modified as appropriate on the basis of a medmabnt pertaining to employment. The new
position shall be designated upon the employegsosapl. If the employer is unable to
provide a position as appropriate for her medicaldition, the woman shall be relieved from
work. Employers shall continue to employ employedsose working capabilities have
changed in the course of employment in jobs swétédn their condition. If the employee with
changed working capability cannot be employed &rrth his original job, the employer shall
amend the employment contract, with the consetlt@tmployee, so that the new job should
be appropriate for the state of health of the eyg#o

It shall not be deemed an amendment of the employoentract when the employee — for
reasons in connection with the employer's operatienis ordered by the employer to
temporarily work in another position in lieu of or addition to his/her original position
(transfer). Theransfer of an employee must not result in unreasonable hiarview of the
employee's position, qualification, age, healthdibton or his/her other circumstances. The
employee shall be informed of the expected duratiotmansfer. Unless otherwise stipulated
in the collective agreement, the duration of wonlder transfer shall not exceed forty-four
(44) working days in any calendar year. The duratd any number of transfers during a
calendar year shall be accounted on the aggregate.

Neither shall it be deemed an amendment of the @mm@nt contract when the employee —
for reasons in connection with the employer’'s besminterests and upon the employer’s
instruction — is ordered to temporarily work outsidis normal working place as defined
under the employment contract. Employment outsitge workplace defined under the
employment contract may take the fornpofting, temporary assignment (secondment) or
lending (this last legal institution is regulated under tgst 150 of the LC, although the Act
does not actually use this term). Unless otherwigmilated in the collective agreement, the
aggregate duration of posting, temporary assignnsseondment or labour lending shall not
exceed 110 working days in any calendar year.

When the amendment of the employment contractitisted by the employee — in regard
of full-time or part-time employment or the unfixédration of the employment —, then the
employer shall decide on the acceptance of the dment proposal at his discretion. The
employer shall take a decision in view of the worganisation circumstances, his legitimate
interests, and the criteria of economical operatind of filling the job. The employer shall
inform the employee of his decision within 15 days.
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2.7. Change of employer by legal succession

The following shall qualify as change of employer lbgal succession: legal succession
based on legal regulation, and the agreement-based-over/take-over of a separate,
organised group of material or non-material resesirof the employer (e.g. business unit,
plant, outlet, site, workplace or a part of the sato/by an organisation or person subject to
the LC, for the purpose of further operation otaneAch.

In the event the employer is replaced through llsgacession, all employment-related
rights and obligations in effect on the date ofaleguccession and, in the event the legal
predecessor is terminated by the legal succes$ienrights and obligations deriving from the
already terminated employment relationship, to@llsbe transferred from the predecessor
employer to the successor employer at the timegsdllsuccession, and the labour law status
of the employees remains unchanged.

The legal predecessor employer shall inform thallsgiccessor employer of these
rights and obligations prior to the legal succeassithe legal predecessor and legal successor
employer shall inform the employee interest repreg®n organisation of the date and
reason of the legal succession; its legal, econ@micsocial consequences to the employees
and shall initiate consultation on other plannedasoees of relevance for the employees
within 15 days before the legal succession at #test. The predecessor and the successor
employer shall be subject joint and several liabilities for liabilities incurredprior to legal
succession, if such claims are enforced withinyea of the legal succession

2.8. Cessation and termination of the employment fationship

An employment relationship shall “automatically’ase
 upon the employee's death,
* upon the dissolution of the employer without legiatcessor,
 upon the expiration of the fixed term,
« if the person of the employer subject to the LCnges due to the fact that the employer
is transferred fully or partly to another emplogeibject to the Act on the Legal Status
of Public Employees or the Act on the Legal StatuSivil Servants.

We shall speak of the termination of an employmesiationship if employment is
terminated on the basis of the unilateral or unanisnintent and legal statement of the parties
or as a consequence of their behaviour.

The employment relationshipay be terminated

* by the mutual consent of the employer and the eyeglo

e by ordinary dismissal;

* by extraordinary dismissal;

» with immediate effect during the trial period;

* an employer may terminate the employment relatignshan employee employed
for a fixed term by unilateral legal statementthins case, however, the employee
shall be paid one year's average salary, or hisageesalary for the period
remaining if such period is less than one year.

The agreement and the statements regarding thenegrom of the employment relationship
shall be made in writing. No deviation from thi®ypision shall be considered valid.
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Termination of employment with mutual consent

The employer and the employee can terminate thdogmpent relationship established
between them at any time, by the unanimous exmmessiwriting of their free will, i.e. by
mutual consent.Their agreement shall expressly declare their comimient to terminate the
employment relationship and the date of terminafidre law specifies no time limit in regard
of this manner of termination: it may take placerewduring the holiday or earning incapacity
of the employee.

Ordinary dismissal

Both the employee and the employer may terminae émployment relationship
established for an unfixed term bydinary notice. Unless the notice is put in writing, the
legal statement will be ineffective. The dismissall come into force when it is handed over
the party concerned or to the party entitled t@ tilover. After notification, the dismissal can
only be repealed with the consent of the othenpart

The law specifies no restrictive provision in rebasf the ordinary notice of the
employee That is, the employee may terminate the employmadationship established for
an unfixed term by ordinary notice at any time (exen when he is on holiday or sick leave),
by written legal statement, without justification.

However, in the event of ordinary notice by the wwpe — as opposed to the rules
applicable to ordinary notice by the employer -e,dmall spend the entire notice period at
work. The employer, on the other hand, may relithee employee of work for the entire
notice period or a specific part of it. If the eiwyee is relieved from work performance on the
basis of the permission of the employer, he stakititied to remuneration for working time
lost on that account, as specified in their agregmdowever, if the employee refuses to
work during the notice period, his ordinary notiwél be considered illegitimate, and the
employer may enforce a claim against the employethat ground.

In the event of ordinary dismissal, employers must justify their dismissals. The
justification shall clearly indicate the specifieason of the dismissal. In the event of a
dispute, the employer must prove the authenticitg substantiality of the reason for
dismissal. An employee may be dismissed by ordimksynissal by the employer only for
reasons in connection with his/her ability, his/behaviour in relation to the employment
relationship or with the employer's operations. @srogation from the general rule, an
employer is not required to explain the ordinargnaissal if the employee has acquired
eligibility for old-age pension or receives anydiof pension, with the exception of disability
(accident disability) pension.

Under the provisions of the Labour Code, an emp@asfeall be construed as a pensioner

a) if having the service time required to receild-age pension (entitlement to old-age
pension benefits), or if he/she receives

b) old-age benefits before the age limit descrilmedaragraph a), or

c) old-age pension with age allowance, or

d) advanced (reduced) old-age pension benefits, or

€) a service pension; or

f) early retirement pension, or
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g) other pension benefits construed as being theesas old-age benefits, or
h) invalidity (accident-related disability) benefit

that is, such pension has been established updnenisequest.

Employers shall not exercise or shall exercise ies&ricted manner their right to terminate
an employment relationship by ordinary dismissalarncertain circumstances.

Provisions pertaining to collective redundancy

Until 1 July 1997, the provisions pertaining toleotive redundancy were codified under
Act IV of 1991 on the Promotion of Employment andnfces for the Unemployed (the
Employment Act). In conformity with the system oéquirements of European law
approximation, and with effect from that date, theovisions pertaining to collective
redundancy were incorporated into the effective téxhe Labour Code. A further reason for
this codification arrangement is that the genarkds of the termination of employment apply
to this legal institution as well.

‘Collective redundancy’ means when an employer teates the employment of several
employees, their number being defined under the Within a relatively short period, by
uniform will determination.

Pursuant to the effective provisions of the LCJaxilve redundancy shall mean when an
employer, based on the average statistical wor&fdor the preceding six-month period,
intends to terminate the employment relationshipabfleast ten workers by employment
categories established in a differentiated manoesgt least 10% of all employees, or of at
least 30 employees within thirty days, for reasarnnection with its operations.

If the employer has several business sites, thersieber conditions shall apply by site.
For business sites, located in the same countycépial), the number of employees employed
at various locations shall be calculated on theeggge. The employee who works at various
places shall be accounted at the location wherghbetorks in the position registered at the
time when the decision on collective redundancy pessed.

Severance pay

An employee shall be entitled tseverance payif his employment relationship is
terminated by ordinary dismissal or in consequeaidbe dissolution of the employer without
legal succession. Notwithstanding this general, rthe employee shall not be entitled to
severance pay if he/she qualifies as a pensionethendate of the termination of the
employment relationship at the latest. Eligibilioy severance pay shall be conditional on an
employment relationship of at least three yearh e employer.

Severance pay shall be the sum of the averagengarof
e one month for at least three years;
e two months for at least five years;
» three months for at least ten years;
» four months for at least fifteen years;
» five months for at least twenty years;
* six months for at least twenty-five years
of employment.
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The amount of severance pay shall be increasedireg imonths average earnings if the
employee's employment is terminated by ordinaryndisal, within the five-year period
preceding his/her eligibility for old age pensidorhe employee shall not be eligible for a
severance pay of an increased amount if he/shalteesly been provided increased severance
pay based on eligibility for old-age pension or afge pension with age allowance.

The collective bargaining agreement or the employnmmntract may establish more
favourable severance pay rates than those defiméer the law.

Extraordinary dismissal

Both the employer and the employee may terminateekiaordinary dismissal an
employment relationship established for a fixednalefinite term. Extraordinary dismissal is
a unilateral statement addressed to the other parthe employment relationship which
terminates the employment relationship without twnsent of the other party, with
immediate effect or by the deadline following thesamure specified under the law.
Extraordinary dismissal cannot have retrospectifece and the consent of the other party is
needed for its revocation following notification.

The legal statement pertaining to the unilaterahbeation of the employment relationship
shall beput in writing . Failure to fulfil this obligation makes the legahtement invalid, and
the employment relationship of the parties shavpail.

In respect of thgustification of extraordinary dismissal, the LC rules that thevfsions
applicable to ordinary dismissal shall duly be &aplIn the event of extraordinary dismissal
by the employer, if the justification does not alldetermining the cause of the immediate
termination of the employment relationship, orhiétindicated reason is untrue, the unilateral
action of the employer shall be unlawful.

An employer or employee may terminate an employnrefgtionship by extraordinary
dismissal in the event that the other party
* wilfully or by gross negligence commits a grave laimn of any substantive
obligations arising from the employment relatiomsar
» otherwise engages in conduct rendering further tex¢® of the employment
relationship impossible.

Termination of the employment relationship during the trial period

During the trial period, either of the parties mayminate the employment relationship
with immediate effect, without justification. Therimination of the employment relationship
in this manner is not hindered by the employeeck &ave, earning incapacity, pregnancy,
etc. However, the legal statement to the effectthef termination of the employment
relationship shall be put in writing also during thial period.

Termination of fixed-term employment

Pursuant to the general rule under the LC, an gymmaat relationship established for a fixed
term shall only be terminated by mutual consenbyextraordinary dismissal or, if a trial
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period applies, with immediate effect. Notwithstemgd the foregoing, an employer may
terminate the employment relationship of an emmoymployed for a fixed term by
unilateral legal statement, too, apart from exulaary dismissal. In such case, however, the
employee shall compensated, that is, paid onesyaa€rage salary, or his average salary for
the period remaining if such period is less thae yaar. In this special case, the employment
relationship shall be terminated at the date irtdatan the unilateral legal statement of the
employer, instead of the date specified in theioalgemployment contract.

2.9. Regulations for the performance of work
a) Employer obligations

The LC regulates the main obligations of the emgioy relation to the employment
relationship in the context of the regulationstfue performance of work.

Employment obligations of the employer

On the basis of his employment obligation underrtiies of the LC, the employer shall
provide work to the employee within the scope @& jibb, at his place of work, and provide
for the conditions of work performance.

The obligations to provide the employee work andleyment prevail throughout the
employment relationship. In the absence of a contegreement between the parties, the
employee shall be employed in the job indicatedhs employment contract from the day
following the conclusion of the employment contract

If, for a reason having occurred within the scopéhis operation (e.g. lack of orders,
material shortage etc.) the employer cannot prowidek to the employee in accordance with
the work schedule and working time applicable te td&tter, the employee shall be due his
personal base wage for time lost this way, i.etHeridle time.

If the business circumstances of the employer ahategnporarily, in economically
justified cases, the employee shall perform workhaut his job or outside his permanent
place of work.

If the business circumstances and conditions okthployer change definitely so that he
is obliged to carry out restructuring, layoffs, dmelhas no need for the work performance of
the employee any more, the employer shall legittyaexercise his right of ordinary
dismissal.

Provision of the conditions of work performance

In the context of the provision of the conditionsveork performance, employers shall
provide propepersonnel and technical conditiongo ensure occupational safety and health;
organize work so as to allow the employees to éserihe rights and fulfil the obligations
originating from their employment relationship; pide the employees with the information
and guidance necessary for the performance of wemkure the acquisition of knowledge
required for the performance of work.
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Employers shall provide for the safety of the plat&ork and the related equipment and
materials, and guarantee occupational health groteof the employees. Employers shall
observe the provisions of the Occupational Safatty(Act XCIII of 1993) and the other legal
regulations pertaining to the employment relatigmsthen fulfilling their obligations related
to the provisions of the conditions of healthy aafe work performance.

The minimum occupational safety requirements atwibekplace are governed by the
provisions of Joint Decree No. 3/2002.(11.8.) o tHinister of Social and Family Affairs and
the Minister of Health; the safety and occupatiohaélth markings to be used at workplaces
by Decree No. 2/1998.(1.16.) of the Minister of dah and the minimum health and safety
requirements of screen-based work by Decree NA.999/(XI.3.) of the Minister of Health.

Employers shall establish the personnel conditmin®ork performance as part of their
obligations. Pursuant to this obligation, employsisll ensure, on the one hand, that only
employers suitable physically and possessing ticessary skills for safe work be employed
for filling the given job. Pursuant to Decree N&/398.(VI1.24.) of the Minister of Welfare,
the employer shall have preliminary and, for certgibs defined by the legal regulation,
periodic, personal hygienic and extraordinary ptelsaptitude tests/examinations made prior
to the commencement of the employment.

As part of the implementation of the occupationallth and safety requirements,
employers shall ensure order and work disciplinghatworkplace and make an appropriate
number of employees with adequate qualificatiorttierperformance of each work process.

Work organisation obligation of the employer

Employers shall organise work so as to allow thglegees to exercise their rights and
fulfil their obligations based on the employmenitatienship. In addition to the organisation
of work, employers shall provide, as part of thabtigation to provide guidance, information
and guidance necessary for the employee to perfosmwork. This employer obligation
applies not only to the commencement of work bydhgployee but also in case of new job
tasks and throughout the period of the employmeldtionship. However, neglect of the
employer’s duty to provide guidance shall not,tgelf, exclude the liability of the employee
for unprofessional work performance.

Provisions to ensure the employee’s acquisition @bcational knowledge and skills

In the longer term, the expansion of the vocatikmaiwledge and skills of the employees is
also in the interest of the employer and, moreawetcertain cases, the employer must provide
for their acquisition. Work performance shall beered in consideration of the qualification
of the employee, and especially if new tasks aemtifled, the employer shall not refuse to
provide the information required for performance. tAe LC does not define the manner and
framework of the expansion of the knowledge antss&f the employees, this may take place
in various forms — e.g. training within or withotlite school system; provision of training
materials and aids etc. If the employer obligeseatimployee to take part in training or further
training, the employee shall take part in it arkktthe prescribed examinations or acquire the
gualification concerned. The employer, on the oth&nd, shall reimburse the employee’s
costs and wages due for the time lost in conneetitimtraining or further training.
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Reimbursement of expenses incurred in connection thithe employment relationship

Pursuant to the provisions of the LC, employerdl seamburse employees for all necessary
and substantiated costs incurred in the coursellbliihg their work-related obligations, as
well as for all other required expenses incurrethexemployer's interests, if the employer has
approved such in advance. These include, for ex@ample training course fees of an
employee obliged to participate in training, ance tinevitable travel, catering and
accommodation costs connected to training participa

The employee, however, may incur expenses not saxdbsrelated to the employment
relationship, as in the case of using his own tooitead of those of the employer, or
providing for his own working clothes or their déag etc. Such costs shall be reimbursed by
the employer only upon his preliminary consentuohsconduct by the employee, and if the
costs incurred are deemed necessary. Contribuéiorbe provided individually or under the
collective bargaining agreement.

The expenses related to going to work shall be bersed in accordance with the
provisions of Government Decree No. 78/1993.(V.12.)

b) Employee obligations
The LC defines the main obligations of the employetated to work performance.
Appearance obligation

The employee shall appear at the specified pladetiare, in a condition fit for work and
spend the working hours performing work, or benateémployer's disposal for the purpose of
performing work during this time.

In the absence of the agreement of the partiekdocontrary, the specified place — the
specified place of work performance — shall be #émeployer's business site where the
employment contract was concluded. Within that,dhmployer may also specify the concrete
place of work of the employee more precisely.

The specified time is the time of the commencenoémlaily work, depending on the work
schedule of the employee, as determined at theogmpl

At some workplaces, this time is identical for gvemployee, but it may also happen that
the fulfilment of the various jobs requires diffetevork schedules.

The employee does not fulfil his obligations untter employment contract by appearing at
the workplace; it is also necessary for him to @enf the tasks in the scope of his job during
the working time and to be ready for performingnhe

Fitness for work

The employee shall appear at the place of workcatdd in the employment contract or in
the instruction of the employer, in a condition fiir work. The employee shall fulfil this
obligation if he has appropriate physiological daiges for work, and is in an adequate
health, physical and mental state.
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The employer is entitled and, under the occupakisaety regulations, also obliged to
check fitness for work. Besides, the employee 3 abliged to inform the employer of any
essential circumstances of relevance for fitnessviwk. If the employee is not in a state fit
for work, he shall not be put to work or shall lenbed from proceeding with work started
already.

Incapacity to work is usually the result of the éoype’s incapacity to work due to illness
or drunkenness. Incapacity to work shall be cediexclusively by the family physician or a
by specialist. Consequently, if the employee inisaillness as the reason for non-
performance of work, but cannot certify his incapad¢o work by providing a medical
certificate, his absence shall qualify as unexcu8edrunken employee shall be banned from
work and shall not be eligible for remunerationttee period spent out of work.

For employers and jobs where lack of fithess forknepresents a hazard to the health of
the employee or others, special requirements areetp which are specified under a further
legal regulation.

Work performance requirements

The LC defines the work performance requirementspleyees shall perform work with
the expected level of professional expertise amidettice, in accordance with the relevant
regulations, requirements and instructions. Howetlexr LC does not define the meaning of
‘expected level of professional expertise’ andigdihce’: the assessment of these criteria
shall be based — in line with the established jatligractice — essentially on the capabilities
of the employee (vocational qualification, vocatbrskills, experience), and the standard
expectations of the given trade. The absence @ketlsgcumstances, however, does not, in
itself, relieve the employee of the consequencespfofessional work performance.

Beyond the above, work performance requirementssatgect to the indicative legal
regulations and rules issued by the employer, hadparty exercising the employer’s rights
also has extensive instruction right in this area.

Co-operation obligation

The provisions of the LC institute a double co-@pien obligation for the employee: the
employee shall co-operate with his co-workers dsd @ith the employer to perform work.

The employee is expected to proceed with utmodiaaand not endanger his environment
while performing his tasks. Furthermore, the eme#is also expected to contribute actively
in the preservation of the health of his co-workamnd in the prevention of any material risks
that may threaten them.

Fulfilment of work duties in person

Pursuant to the personal nature of the employneationship, the employee shall fulfil his
work duties in person, and may not, generally, imv@nother person in the performing the
work. Exceptionally, the employee may provide fg bwn replacement with the consent of
the employer.

Work within the scope of the job profile

The profile of the job to be filled by the employst®all be specified by the parties in the
employment contract. The job profile describes tdsks to be performed by the employee
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without special instruction, as a rule, during #mployment. The LC rules that employees
shall be obliged to perform also the preparatony famal stages of work connected to their
position (e.g. preparation of the materials, rddtay; cleaning etc.). Although the scope of
these preparatory and final works may be determunader the employment contract or a
regulation pertaining to the employment (collectbargaining contract), these activities must
be performed even in the absence of a descripfitmokind.

The employer, on the other hand, shall organisenitré so that the employee be able to
perform the preparatory and final stages of womknezted to the job within the legal working
time. If, due to their nature, the activities camesl can only be carried out without the
regular working time, the employee shall be erditle remuneration applicable to the more
favourable special work duty for that work.

Confidentiality

Employees may not disclose any industrial (businessrets obtained in the course of
work, nor any information of fundamental importangertaining to the employer or its
activities. Therefore, the employee shall complyhwihe secrecy requirement during the
period of employment — and under certain conditiafter its termination as well.
Furthermore, employees shall not convey any datanéesl in connection with the fulfilment
of their position to unauthorized persons, the aéwg of which would result in detrimental
consequences for the employer or other personseiitpdgoyer shall decide at his discretion
whether to qualify something as industrial secaet] identify the document, data, technical
solution or business secret in relation to whiah émployee must observe the confidentiality
requirement.

Confidentiality does not extend to access to dafaublic interest, or data and information
subject to the data supply obligation specifiedpgcial legislation.

c) Instruction right of the employer

The LC grants the employer the right of issuing Eyipent instructions as a general rule;
the employee shall perform his work in accordande whe legitimate instruction of the
employer. The LC contains no direct provision relgay the form of issuing the instruction.
The general rule is that statements pertainingpécemployment are not subject to any formal
requirements. Accordingly, the instruction may besg orally or in writing.

The employer’s instruction right is not unlimiteiiite employer shall only act upon the
legitimate instructions of the employer. An insttan given by an unauthorised person or
body shall be invalid and, as a general rule, thpleyee shall not be obliged to act on it. The
employer shall tell the employee at the time of #stablishment of the employment
relationship who or which body shall exercise thgkyer’s rights.

The LC makes it possible for the employee to refissact on the instruction in certain
cases. The employee shall not be obliged to fatfilinstruction if its implementation would
be contrary to a legal regulation or employmendtesl provision (collective bargaining
agreement). Pursuant to the provisions of Act XQfl 1993 on Occupational Safety,
employees shall refuse compliance with a work utsion if it would result in direct and
grave risk to his life, health or physical integrit

The employee shall also refuse compliance with akwastruction if it would result in
direct and grave risk to the life, health or phgsiategrity of others.
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If carrying out an instruction could result in dageaand the employee is aware of such
possibility, he shall point that out to the persseuing the instruction. In such a case
however, compliance may not be refused.

Legitimate refusal of compliance with an instruatishall not relieve employees from the
responsibility of remaining available for the penmf@ance of work and for the fulfilment of
legitimate instructions. If an employee does notfgzen work on account of legitimately
refusing to comply with an instruction, such emgeyshall be entitled to absentee pay for the
time lost in consequence

d) Work outside the “normal” place of work

An employment contract is concluded, as agreedeéyparties, for work to be performed at
a fixed place or at various places. The work obilogaof the employee applies only within
the scope of the fixed ("normal”) place or at tharigus places of work. Permanent
employment without the workplace specified undex #émployment contract shall only be
legitimate following the amendment of the employineantract by common consent.

The normal place of work is usually the seat oriress site of the employer, that is, the
employer’s geographically definable, single site. due to the nature of the work, the
employee performs work regularly without the busmsite, the employment contract shall
indicate as principal place of work the employebigsiness site where he receives his
instructions.

In the case when work is performed at various looat from the point of view of the
regulations pertaining to places of work, the platework for which the employer has
assigned the employee shall be construed as thieyeefs place of work.

For economic reasons, the employer may obligenigl@yee to work temporarily at places
other than the normal place of work.

We speak oposting if, in addition to the above conditions, the pdséenployee continues
to work under the employer's direction and instarg. The employee who performs work at
a place other than the normal place of work dubemature of the work in question shall not
be considered posted.

The posting of an employee must not result in woeable harm for the employee. The
employee shall be informed of the expected duratibthe posting. The duration of work
under posting — including the aggregate duratiosevkral postings within one calendar year
— shall not exceed, as indicated in the provisaifie Labour Code, forty-four working days
in any calendar year. As a general rule, the eng@aghall be entitled to the remuneration
specified under the employment contract for postifighe place where the employee is
posted is in Hungary and if the commuting timesfalltside the employee's working hours,
the employee shall receive at least 40% of hisgmaisbase wage. In addition, the employer
shall cover any and all necessary and justifieceegps of the employee.

Cost reimbursements related to posting are goverbgdspecial legal regulation
(Government Decree No. 278/2005. (XI11.20.)). Unttes legal regulation, the employee on
official posting in Hungary shall be entitled toilglasubsistence allowance (DSA) for the
period of the posting to cover his/her extra castated to catering — as cost certified by
invoice or at a flat rate of min. HUF 500 per diemithout invoice. However, no DSA shall
be due to the employee if the period of postingess than 6 hours, or if the employer
provides for meals at the place of posting. For legges subject to regular posting, a
monthly flat rate DSA may be determined.
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Temporary assignment(secondment) is a special case of employmentdmitbie normal
place of work defined in the employment contract.chse of secondment, the employee
works under the orders of his employer at anotinepleyer, for the benefit and under the
direction of the latter. Moreover, an employee nisy ordered to perform work on a
temporary basis at another employer by virtue ofagneement between the employers
concerned (temporary assignment), provided that

a) the owner of the other employer is also the ownierpart or in full — of the employer, or

b) at least one of the two employers holds some p&ge of ownership in the other
employer, or

c) the two employers are connected through their ostiye in a third organization

It is a key component of the concept of “temporasgignment” that no charge is involved.
If a charge is involved, we speak of the hiring-aurkers. The detailed rules of this latter
arrangement are presented in the section on tlta fegns of atypical employment. If the
employee is employed free of charge at the otheyl@yar, but the right to issue orders is
retained by the first employer, we speak of poséind not of assignment.

In case of temporary assignment, the employeetideeh as a general rule, in the absence
of a provision to the contrary, to his labour wagpscified under the employment contract.

2.10. Study contract

The institution of the study contract allows theptmyer to meet the staff requirements for
skilled experts, and provides the employee moreudeable conditions to continue his studies
while at work.

An employer may conclude a study contract not evithh his own employee, but also with
a person not engaged in employment with him. Anleyge wishing to conclude a study
contract with a different employer shall notify @mployer thereof. The employer will thus
be informed of the fact that he cannot count onvibek of the employee in the longer term,
because the latter will engage in employment with tontracting partner as part of the
fulfilment of his obligations under the prospectstady contract.

Under the study contract, the employer undertakesrovide pre-determined support for
the duration of studies, while the other party utades to complete the studies as agreed and
to remain in the employer's employment for a prexheined period of time, max. five years,
following graduation.

In some cases, the LC excludes the possibilityasfcuding a study contract. Thus no
study contract may be concluded for being providedefits which are due anyway on the
basis of the effective employment provisions; dhé& employer wants to oblige the employee
to complete the studies concerned. The reasonhfset provisions is to protect the party
embarking on studies from any disadvantages dusomomitting himself to something for
preferences that would be due to him anyway urtterdles of the employment relationship
or because the studies concerned would be exclysivéhe interest of the employer.

Study contracts must be concluded in writing; thayst stipulate the mode and extent of
support to be provided by the employer and, furtftge, in proportion to the extent of
support, the period of mandatory employment ateimployer, which shall not exceed five
years starting from the acquisition of the quadifion. The parties may specify as an optional
element of the study contract the employer’s oliligato transfer the graduated employee to
a job matching the acquired qualification.
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Time-off for studies

Pursuant to the LC, employers shall allow sufficiéme off for studies necessary for
employees patrticipating in education within theaatsystemAn employee participating in a
training program outside the school system shakiiéled to a leave of absence for studies
only if so prescribed by an employment-related mion (collective bargaining agreement) or
if so stipulated in the study contract.

An employer shall determine the length of timeinfaccordance with the certificate issued
by the educational institution concerning the dorabf the compulsory school course and
vocational training.

The Act includes the following specification ontyregard of the exact duration of time off
to be granted by the employer: the employer shibdiv four days leave of absence for each
exam and a period of ten days leave for the comopletf diploma work (subject and grade
thesis). The employer shall schedule the time exfuired for the successful accomplishment
of the studies as requested by the employee.

Time off based on working time allowance for thergmse of studies shall qualify as
certified absence, but no remuneration shall betduke employee for time lost this way.
The LC provides for a single exception to this rideployees pursuing elementary school
studies shall be entitled to absentee pay as apategor the duration of such studies. It is
possible, however, to prescribe a payment obligatiader the employment-related provision
(collective bargaining agreement) or the study @mtfor pursuing other studies as well.

2.11. Working time and rest periods
Working time

'Working time" shall mean a period of time when the employeabigged and entitled to
perform work on the basis of the employment contrBee total working time is the period of
time from the commencement until the end of theogeprescribed for working, that is to
include any preliminary and concluding activitie®t including the duration of break-time
and other periods not to be included in the workingg.

Pursuant to the general rules of the LC, the fudl alsothe legal work-time shall be eight
hours a day or forty hours a week. Based on emptogsrelated provisions (collective
bargaining agreement) or an agreement betweendtieeg the working time of full-time
employment may be increased to not more than twebegs daily or to maximum of sixty
hours weekly. Total working time shall include grgliminary and concluding activities, idle
time and the period of the legitimate refusal & é@mployer’s instruction.

On the bases of the general rules the parties itnawyiate full working time exceeding
eight hours a day if the employee is employed sparnt or fully — on stand-by/on-call or
seasonal duty —, or the employee is the closevelaf the employer (or its owner). Stand-by
duty means that the employee is obliged to workinanusly for a part of the daily working
time only — based on the nature of the job or teepted routine of the given vocation —, or
the duration of actual work performance cannot leasared, and does not actually perform
work during a significant part of the daily workitigne.
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Shorter hours are specified for full-time work usually under circumstances implying
enhanced hazard or danger to health, and time spemtazardous or dangerous activities
within the working time may also be restricted legdl regulation or collective bargaining
agreement.

Due to the economic crisis the LC introduced a megulation concerning working hours
for a transitional period of time (1 July 2009 th Becember 2011). These rules aim at
helping employers to adapt to the changes of tbaauic situation and to facilitate a more
flexible organisation of work, and by doing so maditly help to maintain workplaces.

On the basis of the transitional regulationhié tmployer and the employee agreed upon
shorter working hours from the beginning of 200® parties may agree to increase working
hours until 31 December 2011. Working hours shatlleaxceed 44 hours per week.

Employees, whose working hours exceed forty hons week on the basis of such
agreement, shall be granted a protection of nointit 31 December 2011.

Part-time employment means that the employee is employed in shortershibvan the full
working time indicative for him, but the partiesddnot provide for reclassifying shorter
working hours as full-time work under the employmeontract.

Working time cycle

The working time cycle means the legal working tiofethe employee over a definite
period of time. The working time cycle and the gaiwork schedule shall be stipulated by the
employer or in the collective agreement. The wagkime cycle is used, usually, due to the
nature of the job or the uneven distribution of Wk tasks.

In the absence of collective agreement, in compéanith the Directive 2003/88/EC of the
European Parliament and Council on organising vagrkime may be defined in cycles of
maximum four months or sixteen weeks or, for sealsaork, of maximum four months or
sixteen weeks.

Collective agreement or an individual contract (dlge case of continuously operating
health care services) may determine a working tyete of a longer period, not exceeding
six months or twenty-six weeks, or of a maximumoot year or 52 weeks for employees
working in continuous shifts or in alternating skifor as seasonal workers, as specified under
the LC.

Where applicable, the commencement and terminatidhe working time cycle shall be
determined and communicated to the employee iningritWhen calculating the working
time, periods of absence (e.g. vacation, legaldagli other authorised absences), and of
incapacity shall be disregarded, or the days comeckshall be taken into account to the extent
of the daily working time indicative for the empé&msy.

Work schedule
The order of work defines work performance by indicating the commere& and

termination of work. The order of work defines therk schedule of the employee or of a
unit within the employer organisation, includinggetbommencement and termination of daily

Euroguidance 2010 18



Employment and labour affairg

Hungary

work and the number of shifts, on the basis ofwiloeking time cycle. The order of work is
defined by collective agreement or, in the abs¢hereof, by the employer.

Work may be performed at the employer according teneral work order of five work-
days a week or one defined in alternating or coiotrs shifts.

Shift work (work performed in alternating shifts) means angtinod whereby work is
organised in shifts to cover the employer's daggration exceeding the full working time of
the employees, whereby workers succeed each dthiee aame work stations according to a
certain pattern in a day.

At employers operating in alternating shifts, enygles may work in morning, afternoon
and night shifts (from 6 a.m. to 12 a.m.; 2 p.mL@op.m. and 22 p.m. to 6 a.m., respectively).
Multi-shift work may mean more or less shifts ttitaat — in function of the local needs ever.
The afternoon and the night shift supplements, eweshall only be due to the employee for
the periods defined under the law (from 2 p.m. @plm. and from 22 p.m. to 6 a.m.,
respectively), unless determined otherwise by thlleective agreement or the agreement of
the parties.

Work may be organized in continuous shiftsf the employer's operation is suspended for
not more than six hours in any calendar day otHferreasons and for the duration required by
the technology employed in any calendar year ared @mployer provides basic public
services continuously, or if economic or feasibpermation cannot be ensured otherwise for
objective and technical reasons.

In case of aegular work schedule,the daily working time is identical on every daysp
at work.

The Act, however, allows determining the daily waodktime in a working time cycle
irregularly , in which case total daily working times of diféat lengths are defined for the
workdays. For the sake of the protection of the legge, the LC defines the minimum and
maximum daily working time applicable to irregularork schedules. Accordingly, the
minimum is 4 hours a day. In case of part-time @yplent, exceptionally, if the parties agree
so, the daily working time may be shorter than 4reoThe weekly working time cannot
exceed sixty hours for those who work for healtihecservices that provide continuous
service, or seventy-two hours in case of healtk oaght duties. With the exception of partly
or fully stand-by-type duty, the daily working tinmeay not be longer than 12 hours, because
the irregular work schedule may not imply a dispmipnately high workload for the
employee.

Rest periods

The rest period is the period for which the emp&yerelieved from work, based on his
employment contract, in order to be able to reke TC specifies fives types of rest periods:
break-time, daily rest period, weekly rest periedal holiday and vacation.

Break from work

Break from work is time available during daily wdider meals, for making one’s toilet or
for a short rest.
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If the scheduled daily working time or the duratmfispecial work duty exceeds six hours,
and after each additional three-hour period, th@leyee shall be entitled to a minimum
twenty-minute break from work.he collective bargaining agreement or the agreéofetne
parties, however, may specify a longer break, tmd éxceeding one hour). If the employee is
entitled to several breaks a day, their aggregatation shall not exceed one hour.

The daily rest period

Thedaily rest period is the consecutive period of rest between the teatian of the daily
work of the employee and its commencement on theong day.

Pursuant to the LC, employees shall be affordddast eleven hours oésting time after
the conclusion of daily work and before the begmgnof the next day's work, in the case of
activities involving periods of work split up ovédre day, the LC provides at least eight hours
of resting time for the employees. In case the diidynot involve actual work employees are
not entitled to a period of rest after their duty.

At least eight hours of resting time may be prémadi by collective agreement for
employees working in stand-by duty, continuouststof alternating shifts, and for seasonal
workers, but at least 8 hours of rest shall beiplexin these cases as well.

If the employer cannot provide for the daily restipd — e.g. due to special work duty —,
the employee shall only be obliged to work on tbkofving day only from a time which
ensures his access to daily rest.

Weekly rest

Pursuant to the interpretative provisions of the, tf€st day’ shall mean any period
between midnight and 12 p. m. of a calendar day; amless otherwise prescribed by
employment-related regulation or otherwise agregdhle parties concerned — a period of
twenty-four consecutive hours preceding the neit &r workers working under a three- or
four-shift work schedule or at employers operatiog-stop. The weekly rest day is meant to
separate two work weeks, to ensure that the emelbgee a rest.

Employees employed under the general work ordévefdays a week shall be entitled to
two resting days each week, one of which shall Beraday.

Work on Sundays

The LC imposes strict conditions on performimgrk on Sundayfor employees employed
in regular working hours. Accordingly, work on Swaydin regular working hours shall be
allowed only if the employer generally operatesSumdays by the nature of its business, or
for employees working in stand-by duty, continushidts, alternating shifts or for seasonal
workers and for employees working under a workinggtcycle.

Pursuant to the conditions specified under the ipraws of the LC, an employee who
works on Sunday must not be required to work orptieeeding Saturday

Unless otherwise stipulated in the collective bergg agreement, the employee shall be
entitled to one resting day or 48 hours of restrafininterrupted work for six consecutive
days.
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Legal holidays

As a general rule, the LC relieves the employeth@fobligation to work otegal holidays.
The legal holidays specified under the Act areriuday, 15 March, Easter Monday, 1 May,
Whitsun Monday, 20 August, 23 October, 1 Novembyet 25-26 December. These days are
crucial dates of Hungarian history and religiods br of such events considered universal
cultural holidays as justify the institution of argeral (legal) holiday on that day. Employees
may be required to work on legal holidays onlyhié temployer operates in continuous shifts
or if the employer operates on such days by thareabf its business, or if they provide
service to locations abroad, or with informationhieology devices, or in case of missions
abroad. (Measures concerning the legal holiday20itO are included in th20/2009. (28

September) Regulation of the Ministry of Socialaif§ and Labour.

Special work duty

The work order and work schedule introduced byetimployer determines the normal order
of operation. The employer shall organise operatioras to accomplish every task during
regular working hours. In certain unpredictableiatiions, however, it may happen that the
employer cannot accomplish everything unless hggeblhis employees to work beyond the
normal working time. Special work duty must notregquired if it imposes any danger to the
physical integrity or health of the employee, oit ifonstitutes any unreasonable hardship to
the employee in respect of his/her personal, faonlgther conditions.

Special work duty shall be ordered by the emplogéher orally or in writing. It must be
ordered in writing if so requested by the provisioof the collective agreement or the
agreement of the parties or by the employee himself

Stand-by and on-call duty

On-call duty means a period of time when the employee mustduyre work at a specific
place and for a specified time, upon the ordehefé@amployer, outside his scheduled working
hours, or over and above the working time cycles place of work may be determined by the
employer. Given the nature of the tasks within skepe of on-call duty, taking a longer
period into consideration, no work is performedhirieast one third of the working time, or it
implies a much smaller workload for the employeantithe average. If the employer orders
work during on-call duty, then we shall speak nioger of on-call duty but of special work
duty, and that will be subject to the relevant [smns.

Stand-by duty means a period of time when the employee mustdmyre work at a place
and for a time specified by the employer, outsigedeheduled working hours, or over and
above the working time cycle. The total periodh# stand-by duty, i.e. of being available for
work, shall be regarded, in line with the judgernsesitthe Court of Europe — as working time
for the purpose of the allocation of the weekly kiog time. Work performed during stand-
by duty on the order of the employer shall quadi§/special work duty and be subject to the
relevant regulations.
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Different provisions pertaining to young employees

In line with Council Directive 94/33/EC on the Rrotion of Young People at Work, the LC
contains special provisions in regard of the wagkiime and the rest periods of members of
this group.

Accordingly, the working time of young people (agésto 18) must not exceed eight hours
daily or forty hours on the average of the weekljgle. If the young employee works for
several employees, the total time spent at work bhaaccounted on the aggregate.

Any young person whose working time is over foud &alf hours daily shall be entitled to
a break of at least thirty minutes. The daily irgsiperiod shall be at least twelve hours for
young persons, and the weekly rest period may peévam consecutive days.

Young persons shall not work at night, on specmaknduty or on stand-by/on-call duty.

Vacation time

Employees shall be entitled to vacation time farhegalendar year spent in employment.

Pursuant to the provisions of the LC, the vacatiome due to the employees has the
following types: normal vacation time (comprisedbafsic and extra vacation), unpaid leave
or sick leave.

Vacation time comprises basic and extra vacation. The extenh@basic vacationis
determined by the LC on the basis of the age ofethployee, not the service period (time
spent in work). The amount of basic vacation tirhallsbe twenty working days, and will
increase, with the progress of the age of the eyeplocontinuously, to a maximum of 30
working days. (The basic vacation time will be 2arking days when the employee reaches
the age of 25. This increases by one working dayyethird year until the age of 31, and by
one working day every other year from the age otfo344.)

Employees shall be first entitled to extended vaoatime in the year when reaching the
age specified under the Act. An employee, whosel@mngent relationship commenced
during the year, shall be entitled to a commensypattion of vacation time for such year.

Extra vacation supplements the basic vacation as indicated uidet €, the collective
bargaining agreement or the employment contradtaBsacation specified under the Act may
be due under the title of age, child-raising, diltgbor hazard to health. Accordingly, extra
vacation is due to young persons, women, to sipgtentsdepending on the number and age
of children, blind employees, and persons workingarground or at a workplace exposed to
ionising radiation. Extra vacation due to the ergpkd may be granted under several titles
simultaneously.

Employeesunder the legal ageshall be entitled to five extra days of vacationet each
year. The last time such benefit applies shall Hee ytear when the young person reaches
eighteen years of age.

The employee assuming the greater rolerarsing a child according to the parents’
decision, as well as single parents shall be edtitb extra vacation time amounting to two
days a year for one child, four days a year for thiddren, a total of seven days a year for
more than two children under sixteen years of ageespect of extra vacation time, a child
shall first be taken into consideration in the yef@nis birth and for the last time in the year in
which he/she reaches the age of sixteen. The gameay decide freely which one among
them would use the extra vacation under the titlehdd-raising. The employer, however, is
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entitled to make the employee make a written statgénconcerning the use of the child-
raising vacation time.
Visually impaired employeesare entitled to 5 extra days of vacation each year.
Employees permanently workinopderground or spending at least three hours a day on a
job subject to ionizing radiation shall be entitled to five extra days of vacatiacleyear. A
collective bargaining agreement or an employmemtrect may stipulatadditional extra
vacation time above and beyond those specified under the Act.

Vacation time shall be scheduled by the employer following adeadiscussion with the
employee, taking into account the justified regsiestthe employee as far as possible.

As a general rule, vacation time shall be allocatethe year in which it is due. Vacation
time may only be broken up into more than two psiat the employee's request.

Sick leave

Sick leave is due to the employee each year fordtiration of time during which he is
incapacitated to work due iliness. Incapacity takvshall be certified by a physician.

Employees shall be entitled to fifteen days of dezkve per calendar year for the duration
of time during which they are incapacitated to wdde illness, not including accidents at
work and occupational diseases as specified byalsowurance provisions. In respect of
employment relationships beginning during the yearployees shall be entitled to a portion
of sick leave commensurate to the calendar yeawneder, if the employee has already been
employed in the course of the year, such porti@il siot be more than the unused fraction of
the sick leave for the calendar year in questidre portion of sick leave not used during the
calendar year may not be claimed subsequently.

Leave without pay

The employee may have personal or family obligatioecessitating absence from the
workplace. Leave without pay is meant to allow ¢éngployee to solve such problems without
having to use his regular rest periods for his psep

Unpaid leave is generally not due to the employeeitizen’ right; it may be granted upon
special request, at the discretion of the employer.

In some cases, it would be unjustified to assignapproval of the leave or the granting of
certain working time allowances to the discretignpowers of the employer. Therefore, in
cases specified by the LC — based on health andl soiteria — the employer shall be obliged
to grant the employee working time allowance owéeaithout pay upon the employee’s
request.

The employee shall be entitled to leave without pay

a) in order to providdhome care for the childuntil the child reaches the age of three;

b) in order to care for the child until the child ckas the age of ten, if the employee
receives a child-care allowance and providesie careto the child ;

c) in order — in the event of the child’s illnesste providehome nursing careuntil the
child reaches the age of twelve.
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Other working time allowances

The employer shall grant the employee, upon therlatrequest, working time allowance
in addition to or instead of leave without payhe events specified by the LC.

Women in the pregnancy period or giving birth shol entitled to twenty-four weeks of
confinement leave Such leave shall be scheduled so as to commenceveeks prior to the
expected time of birth if possible. Under the ralevsocial security legal regulations, child-
care fee or, under a special legal regulationdetdlre aid shall be due for the period of this
leave. If the mother does not request child-camgdenithout pay or requests a part of it only,
during the first six months of nursing, she shadl éntitled to two hours of work-time
allowance each day, and one hour daily thereafi¢o the end of the ninth month.

Thefather shall be entitled to working time allowance ofdiworking days upon the birth
of the child, which shall be granted by the emptagiethe date according to his request, and
no later than the end of the second month follovtiveg birth. Absentee pay shall be due for
the duration of the working time allowance. Absenpaly payable to the employee for the
duration of the working time allowance shall beurefed to the employer — based on a
separate legal regulation — by the central budget.

The employer may decide at his discretion whetbgrant the employefirther working
time allowances(e.g. extra paid or unpaid leave) in addition & ¢hses listed under the LC.

2.12. Remuneration for work
Wages

It is an essential content element of the employmedationship that work is performed for
remuneration, i.e. for wages. The LC does not éefiteconcept of wagegprecisely, and it
does not define its elements either, but it esthbli the basic rules —important as guarantees
from the employee’s point of view — of remuneratfon work. (For the purposes of the LC,
“wage” shall mean any remuneration provided toeahwgloyee directly or indirectly in cash
or in kind, in the form of social benefits, basedhis/her employment.)

The specification of thepersonal base wageds a necessary content element of the
employment contract. The personal base wage ddrtifdoyee receiving hourly remuneration
is the specified personal hourly wage; for the exygé receiving daily remuneration, it is the
specified daily wage and for an employee receiviranthly remuneration, it is the specified
monthly wage.

The wage payable to an employee shall be estatllisheéhe basis of time or performance,
or a combination of the two.

For wages determined on the basis of time, remtinarghall be established on the basis of
the duration of work, for a time unit (e.g. hourpmth). It is usually not mandatory to apply
time-based wages, except for the personal baseswabeh shall be determined as time
wages. The extent of the time wages shall be datedrby the parties at their discretion,
with the proviso that the personal base wage shail be less — in case of full-time
employment — than the mandatory minimum wages ever.
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If performance-based wages are applied, remunaeraltiall be adjusted to the effectiveness
of work. The relevant performance requirement ateroperformance wage factors shall be
determined by the employer in advance, on the babi®bjective measurement and
calculation. The performance requirement and otherformance wage factors shall be
determined by the employer so as to ensure thateitpgired performance be achievable in
100% during regular working hours.

Wage supplement

Wage supplement may be established if the employa&s at a special place, under
unfavourable conditions, or outside the normal wagkime cycle, and these circumstances
have not been taken into account in the performeggp@irements.

Unless otherwise agreed, the wage supplement bealtalculated on the basis of the
personal base wage of the employee. Under the h& employee may be entitled to the
following wage supplements: night work supplemeshift supplement, supplement due for
special work duty and resting day supplement. Tolective bargaining agreement or the
agreement concluded by the parties may specifyatser supplements in addition to these.

Employees shall be paid a fifteen per cent wagelsament for workingnight shift (i.e.
from 10 p.m. to 6 a.m.)

Employees working in alternating shifts or in uemtipted (continuous) shifts shall be
entitled to an afternoon or niglshift supplement. The rate of supplement for work in
afternoon shifts shall be fifteen per cent, andtyhper cent for work in night shifts.
Employees working in continuous shifts shall betkeut to an additional five per cent shift
supplement (i.e. 20% altogether) for afternoontshiédnd an additional ten per cent shift
supplement (30%) for night shifts. (Pursuant todkénition of work in shifts, the afternoon
shift lasts from 2 p.m. to 10 p.m. and the nightt$fom 10 p.m. to 6 a.m.)

Special work duty means that the employee works in excess of thg daitking time as
specified under the working time schedule, in egadshe working time cycle, or during on-
call or stand-by duty. The employee is usuallytitito 50% wage supplement in addition to
the wages for special work duty. Employment-relgieml/isions or an agreement between the
parties may stipulate the provision of time offigu of a wage supplement; the time off shall
not be less than the duration of the work performed

On-call duty means a period of time when the employee mustduyre work at a specific
place and for a specified time, upon the ordehefe@amployer, outside his scheduled working
hours, or over and above the working time cycles place of work may be determined by the
employer and its time by the employee.

The employee is entitled to wages correspondirZPfb of his personal base wages for the
time of stand-by duty.

Work performed during stand-by duty on the ordethaf employer shall qualify as special
work duty and be subject to the regulations govermihe remuneration of special work duty.

Stand-by duty means a period of time when the employee mustdmyre work at a place
and for a time specified by the employer, outsigedeheduled working hours, or over and
above the working time cycle.

The employee is entitled to wages correspondirgféb of his personal base wages for the
time of on-call duty

Euroguidance 2010 25



Employment and labour affairg

Hungary

Work performed during on-call duty on the ordertlod employer shall qualify as special
work duty and be subject to the regulations goveyiine remuneration of special work duty.
The employer may determine flat-rate payment touregnate stand-by and on-call duty.

Legal holiday supplement

For work performed on a legal holiday as a nornmairse, employees paid monthly shall
be remunerated as is due for work on legal holidaysddition to their monthly wages. For
special work duty on legal holidays, the employkallsbe entitled to the monthly wages as
remuneration and to the wage due for work performed legal holiday and a 100% wage
supplement. If the employee is provided rest tiorework performed on a legal holiday, the
wage supplement shall be 50%.

If the employer orders an employee paid on thesbakiperformance or by the hour to
perform work on a legal holiday, the employee shalkentitled to the monthly wages and, in
addition, to wages due for work on a legal holiday the absentee fee.

Sunday supplement

The employee is entitled to 50% wage supplemeatldition to the normal wages for work
on Sunday in regular working hours, if such wotkeaplace in a work order of three or more
shifts or as a result of the aggregation of thedags.

However, no supplement shall be due to a persorogen in uninterrupted shifts, by an
employer operating on Sundays, too, as a rule, nopleyed part-time, exclusively on
Saturday and Sunday, on the basis of the agreenfig¢hée parties or to an employee doing
seasonal work.

Work at another employer

On the basis of the Labour Code, the employee naag o work at another employer in
three cases — temporary assignment, hiring-oualedur and — according to Section 150 of
the LC — labour loanindalthough the LC does not use the term “loaning”).

In addition to the cases of temporary assignment l@nng-out, an employee may be
required to work at another employer, if his/herpéoyier is temporarily unable to provide
employment as contracted due to technical problémsts operations. This type of
employment is characterised by the fact that theleyee works on the basis of the
agreement of the employers specifying no remuraratinder the direction of the employer
competent by place of work, and as for the rightd abligations associated with work
performance, the rules of temporary assignment bbaluly observed.

Remuneration of time not spent in work

Normally, the employee is entitled to wages for kvperformed under the employment
relationship. Exceptionally, however, if so prebed by employment-related provisions, the
employee's wage shall be supplemented to his aes@aty or, if no work is done, absentee
pay shall be paid.
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Absentee fee

Pursuant to the rules of the LC, employees shatidig absentee pay:

» for the duration of performing civil duties;

« upon the death of a close relative, for at leastwerking days per occurrence;

« for the entire duration of compulsory medical exaation or blood donation;

» for the time lost because of an official holiday;

» for the duration of vacation time;

» for the duration of the work-time allowance for simg an infant;

» for the duration of being relieved from work as a@ped by employment-related
provisions.

If an employee is relieved from work on the basistlee employer's permission,
remuneration for work time lost thereby shall bedpa accordance with their agreement.

Absentee fee shall be calculated on the basisedfoflowing wage components:
» personal base wage in effect during the periodeéace,
* regular wage supplements, and
» the so-called extra supplement due for special wotly.

Remuneration of idle time

Idle time means the period when an employee is unable to duekto reasons attributable
to the employer’s operation. Such employee shadirigled to his/her personal base wage for
the work time lost (idle time).

Average wage

Average wageshall be calculated if the employment-related wiovi or the agreement of
the parties prescribes the payment of average wagemuneration adjusted to that to the
employee.

If an employee's remuneration is established aavarage wage, it is to be calculated on
the basis of the commensurate wages paid for {beam period (hereinafter referred to as
"normative period").

The average wage shall be calculated on the ba&siseowages paid for the last four
calendar quarters. If the period of an employeripleyment is less than the four calendar
guarters, the average wage of such employee sbathleulated on the basis of the wages
paid for the relevant calendar quarter(s), or lher last calendar month(s), as appropriate. If an
employee has been employed for a period of lessdha calendar month, the average wage
of such employee shall be the same as the abgesyee

Reimbursement of costs

Employees may incur various expenses in relationtht® employment relationship.
Employers shall reimburse employees for all necgsamad substantiated costs incurred in the
course of fulfilling their work-related obligationas well as for all other required expenses
incurred in the employer's interests, if the emptolyas approved such expenses in advance.
In general, the employer shall not be obliged tmbeirse other costs.
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Costs of commuting to work shall be reimbursed assqibed in a separate legal
regulation.

Reimbursement of costs of commuting to work

The rules applicable to the reimbursement of co$tsommuting to work are specified
under Government Order N68/1993.(V.12.) Korm.

Pursuant to this legal regulation, the employer maiynburse the employee’s costs of
commuting to work (daily commuting to work and bdme outside the city limits).

Regular travel between the permanent or temporkagepof residence and workplace of
the employee on a daily basis or as frequentlyegsired by the work order shall qualify as
daily commuting to work.

The employer shall reimburse the 80% of costs efséason pass or full-price ticket of the
employee in case of travel by suburban railwayamal or distance bus operating under
intercity tariffs. If travel takes place by'®class national public railways transport, the
employee shall reimburse 86% of costs of the pagisedfull-price ticket.

If no public transport vehicle is available betweabe permanent or temporary place of
residence and the workplace of the employee, lmsifvork implies an excessive waiting time
or no access to such transport, cost reimbursemethie for commuting to work by own
vehicle as indicated under the provisions of thedkcPrivate Income Tax.

Social benefits

Employers may support the fulfilment of the emplegeultural, welfare and health care
needs, and the improvement of their living stanslarddased on collective bargaining
agreement, or at their own discretion. The LC, hawedoes not define the circle of these
benefits. The fringe benefits provided for this gse shall be set forth in the collective
agreement; however, employers may also providetiaddl support to employees. The most
frequent benefits are the following: canteen mealn@eal contribution, contribution to
accommodation at workers’ hostel or room rentaljdays, support for sports facilities,
support for housing (construction or purchase)|thdzenefits etc.

If any work results in extensive soiling or wearatdthing, the employer shall provide the
employee withwork clothes.

If the nature of the work is such, the employer magvide for wearing a uniform or a
livery. The jobs giving entitlement to uniform/ligeshall be specified under the collective
bargaining agreement or some other employmentegtlgbrovision (e.g. employers’
regulations).

The employer may assume tmembership fee payment liability, in full or in part, of an
employeewho is member of a voluntary mutual insurance f(employer contribution). The
detailed rules of the payment of the employer ¢buation are contained in Act CXVI of 1993
on Voluntary Mutual Insurance Funds. In regardh& &nforcement of any claims related to
the employer contribution, the rules applicablétwour disputes shall be indicative.
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2.13. Employees’ liability for damages

Employees shall be subject to liability for any aaltl damages caused by violation of
employment-related obligations.
The LC makes the establishment of the employeatsiliiy conditional on meeting the
following criteria, simultaneously:
» violation of employment-related obligation,
» liability of the employee,
» the occurrence of damage, as well as the causedlation with the violation of
obligations.

Employers shall be required to prove the liabilifiy employees, the occurrence and the
amount of damage, as well as the causal correlation

2.14. Employers’ liability for damages

Pursuant to the LC, employers shall be subjectutb (fo-called objective) liability for
damages caused to employees in connection withr tBeiployment, regardless of
accountability. The employee shall be required tove that the damage has occurred in a
causal connection with his employment.

In derogation from the general rule, a privatevidlial employer employing a maximum of
ten full-time employees shall be liable for damagassed to the employee by negligence.

2.15. Labour-related legal disputes

Labour-related legal disputes (labour disputes)meraployment-related legal action filed
for the enforcement of employment-related claimspoo the enforcement of claims ensured
by this Act, the collective bargaining agreementoperative agreement, by employees or
trade unions and workers' councils (employee reptesives), respectively.

The subject matter of the labour dispute may beetk remedy to the unlawful measure of
omission of the employer in regard of the employtnenthe assertion of claims concerning
the employment or the collective rights. No legajpdte shall be launched against a decision
adopted by the employer within its right of delidgon, except if the deliberation of the
employer has violated the provisions, developedd®jf, pertaining to such decisions.

Employment-related legal disputes shall be decithedourt. Labour courts (industrial
tribunals) operate in each county and in the chpitee statement of claim shall be submitted
to the labour court competent by the seat of thpleyer.

3. Atypical employment relationships

The previous chapter discussed the provisions egigk to the “traditional” or “classical”
forms of employment, contained essentially in tredur Code and in part in other legal
regulations. This chapter presents the so-callguial employment relationships governed to
a minor extent by the provisions of the Labour Cdtistance working, labour hiring), and to
a major extent by separate legal regulations.
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3.1. Outworking

The employment of outworkers (also called contvemtkers) is governed by the provisions
of Government Decree No. 24/1994. (11.25.) Korm.

In addition to the provisions of the said decrée, general provisions of the Labour Code
shall also be applied with respect to the liability damages of the employee and the
employee, the labour disputes and the allocatioracétion time.

The outworker legal relationship is established tfee purpose of performing a special
work task individually, if the relevant performan@guirements can be specified in the form
of a output standards or other quality or quantitjcators.

The parties to the outworker relationship are tingleyer and the employee. The employer
shall have legal capacity. The outworker shall beatural person allowed to engage in
employment pursuant to the provisions of the LC.

3.2. Hiring-out of labour

The hiring-out of workers between employers hasobrvec an ever more frequent
employment form since the early 1990s. It was walifeed at the level of the legislation until
2002; employment under this form used to be imphastin accordance with the temporary
assignment provisions of the Labour Code. The kwell regulation of the hiring-out of
workers has become possible with the amendmenheofLibour Code in 2002. Since the
hiring-out of workers is a special form of employmethe relevant provisions are included
under a new chapter of the LC.

3.3. Teleworking

Teleworking (or: distance working) was regulatediemthe law in 2004, by inserting — as
in the case of the hiring-out of labour — a newptaain the LC.

For the purposes of this Act ‘person employed lewerking' shall mean a worker engaged
in activities on a regular basis within the emplts/eegular profile of operations at a place of
his choice, other than the employer's facilitiesing computers and other means of
information technology and delivering the produchis work through electronic means.

In addition to the general conditions, in the empient contract for teleworking, the
parties shall stipulate the following: the factttitiae employment aims at teleworking; the
terms of communication; and the terms for the eeint of costs.

Unless there is an agreement to the contrary,thaésemployer's responsibility to provide
the equipment necessary for work and for commuiicat

The distance worker employee shall be entitledefind his work schedule and working
time allocation at his discretion, unless theranisagreement to the contrary.

In a justified case, the employer may check thilfugnt of the employment obligations of
the teleworker.
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3.4. Employment with the “occasional employment bdd (OEB)

Employment with the occasional employment book ispacial form. The provisions of
employment with OEB and the order of payment ofrgflated public burdens are governed
by Act LXXIV of 1997 on Occasional Employment, irifext as of 1 September 1997.
Employment with OEB has the advantage that the eyeplmay have casual work tasks
performed under much “softer” formal and adminis#a conditions than those under the
Labour Code, and public burdens payable on emplaymey be settled in a simplified
manner.

Occasional (also called casual) employment is lsgmiverned by the provisions of the
LC, with certain deviations specified under a spea@ct. If the employer violates the
provisions applicable to occasional employment,gbeeral labour law, social security and
tax administration provisions shall be regardethdgative.

Occasional employment may be established with gri@mee having a — “blue” or “green”
— occasional employment bookhe OEB is a public document issued for the purpose of
registration of casual employment. Records in tHeBGshall be made apart from the
signature of the employee — exclusively by theirgg®ES centre or the employer.

The following may be employed with the “blue” OEB:

* a natural person who may be an employee under g elxcept for persons
employed under an employment relationship estaddidor the purpose of hiring-
out labour,

» aforeign citizen subject to day-time student adstt legal relationship established
with a vocational training school, secondary schdmsic-level arts education
institution, or higher education institution opéngtin Hungary,

» aforeign person who may be employed without pepmisuant to the provisions of
the Employment Act (Act IV of 1991), and

» a foreign person who is the spouse of a Hungaritaen, residing in Hungary, or
the widow(er) of a Hungarian citizen who used te ltogether with the deceased
spouse at least for one year in Hungary prior éodibath of the latter.

The following may be employed with the “green” OBfthout permit:
» foreign citizens employable in Hungary otherwisethwpermit, employed in
seasonal work in agriculture (especially plant igation, animal husbandry,
fishing).

To the legal entity of the employer the regulatiohthe Labour Code are applicable.

According to the general rules, in a calendar yeeemployee is allowed to spend 120 days
employed by the same employer in occasional empdoym
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4. Other labour regulations

This chapter presents legal regulations and leggtitutions containing other provisions
governing the entitlements and obligations of thetips to the employment relationship in
addition to the rules under the Labour Code.

4.1. Notification obligation of the employer in reftion to the employment relationship

The Uniform Hungarian Employment Database (EMMA)stalled within the Public
Employment Service, started operation on 01 May42@0e date of the accession to the
European Union of the Republic of Hungary, in orderpromote the fulfilment of the
statistical data supply obligation based on thelé&gislation, the assertion of the right of self-
determination in regard of employment-related infation, and to enhance the efficiency of
labour inspection.

The standards applicable to the notification angisteation obligations related to the
Uniform Hungarian Employment Database (hereinaftekdMA) were subject until 31
December 2006 to the Employment Act, and to Goveminbbecree No. 67/2004.(IV.15.)
Korm., and Decree No. 18/2004. (IV.25.) of the Mter of Employment Policy and Labour
on its implementation

EMMA, operated at the National Employment and SoQ#ice (NESO), comprises the
employment data specified by legal regulation witthe scope of the Employment Code,
with the exception of employment under the occasdiemployment book.

Owing to the changes of the employment and taxdégislation, the operation of EMMA
within the framework of NESO came to an end onruday 2007. As of that date, employer
must fulfil their notification obligation under thegislation in regard of the establishment and
termination of employment relationships and othatadspecified by legal regulation to the
first-level public taxation authority (APEH regidndirectorate) electronically, on the form
dedicated to this purpose.

(Act LXI of 2006 on the Amendment of Certain Fiman&cts provides for the repeal of the
provisions of Act IV of 1991, the Employment Acid &or the insertion of the new rules
applicable s of 1 January 2007 into Act XCII of 2@ the Order of Taxation.)

Pursuant to the provisions of Act XCIl of 2003 twe brder of taxation (Art.), in effect as of
1 January 2007, employers (including private irdliil employers not classified as
individual entrepreneurs) must report electronicaid later than the i2day of the month
following the reference month on tax and contribatipayment data and other data on
payments and benefits to private persons, spechiedaw, resulting in tax and/or social
security payment liability, respective of the reapay frequency applicable to them, on a
monthly basis.

This monthly notification obligation of the emplayshall cover — in derogation of the
former regulations applicable to EMMA — also da¢téated to the employment of persons
with occasional employment book (OEB) in the refieeemonth.
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4.2. Labour inspection

Act LXXV of 1996 on Labour Inspection specifies the subject matter of the
administrative inspection, its personnel and org@tional specifics, the order of procedure
and the legal consequences of non-fulfilment ofshid obligations.

First-level labour inspection is carried out by thbour inspectors of the territorial labour
inspectorates (labour authorities) of the Hungakialmour Inspectorate (OMMF).

5. Regulations for employment abroad

5.1. Rules for employment of foreigners in Hungary

The rules for licensing the employment of foreignar Hungary are laid down in the
Employment Act (Act IV of 1991), Decree No. 8/19@8l. 10) SzCsM of the Minister of
Social and Family Affairs on licensing the employmeof foreigners in Hungary,
Government Decree No. 93/2004 (1V.27) Korm. Aftarrigary’a admission to the European
Union different rules for employment apply to thézens and their relatives coming from
EEA countries and to citizens coming from non EBAries.

In terms of the conditions of employment with workpermit, foreign citizens may be
divided into three groupsin Hungary:

l. work permit is required based on theneral rules

Il. work permit is required, but the it is issuadthout the evaluation of any
labour market criteria ,

[1I. no work permit require@vork permit exemption).

l. Citizens subject to work permit as a general rule
I.1. Citizens of third countries

Pursuant to the effective legal regulations, gsrgeral rule, with the exception specified by
legislation, citizens of third countries may ordké employment in Hungary if they possess a
permit. Citizens are considered as member of third casif they are not citizens of any of
the countries of the European Economic Area.

For these citizens thestablishment of any employment contractalling within the scope
of the Hungarian legislation requires a permitwinich the subject matter of the service is
work performed for remuneration by a foreign ndtysarson for a resident employer,
including also any employment of foreigners in fiteenework of training (job training) aimed
at acquiring skills required for the performancespgcific jobs, and placement of foreign
employees based on their employment contract vathign employers for the purpose of
performing a contract concluded with a resident leygy under the provisions of the private
law.

Any contract for establishing employment subjecaticence may only be signed after the
license has been obtained and only for the terroifsge therein.

Euroguidance 2010 33



Employment and labour affairg

Hungary

Il. Citizens subject to work permit, but the permitsisued without the examination of
labour market situations
[I.1.  Citizens coming from third countries aswbject to work permit

In the cases listed in the Government Decree anzhse the conditions are fulfilled, the
work permit is to be issued without the examinatibithe labour market situations and not
as a general rule, otherwise the employment otess coming from third countries is
subject to work permit in Hungary.

[1.2. The employment of citizens and their relasivaming from EEA countries subject to
work permit

Pursuant to Government Decree but unlike statati@rgeneral rules for EEA citizens the
employment of

-Austrian, Liechtenstein, German and Swiss citizens

-Danish, Belgian and Norwegian citizens,

-Bulgarian and Romanian citizens

and their relatives is subject to work permit irs&af those activities which require no
vocational certificate and are listed in the anoéxhe decree, but the permit is issued
without the examination of labour market situations

[l. Citizens not subject to work permit
[11.1. Citizens of third countries

Foreign sole traders (individual entrepreneurs) famelign citizens holding an agricultural
producer’s certificate do not require an emploympatmit, as they employ themselves
without creating an employment contract.

Pursuant to the provisions of the Employment Aai, employment permit is required,
regardless of nationality, in order to work in Hangfor

* people recognised as refugees or asylum seekers,

» people with an immigrant or resident status, and

» people possessing the right to move and residgy/free

In addition to the list contained in the Act, thénisterial decree contains a longer list of
cases ofpermit-exempt employment According to the list, there is no need for an
employment permit in the following cases:

* employment based on the applicable provisions aht@mnational treaty,

» employment of managers of branches and PES oft€e®rporations having their
registered seats abroad,

* employment of diplomatic or consular representasitaif of foreign states, and their
close relatives,

 employment of foreigners working at internationatgamisations or agencies
established under international treaties, deleghyethe signatories to the treaty, and
their close relatives,

» for commissioning, warranty, servicing and guarangetivities performed on the
basis of any contract with a foreign corporatiordemthe provisions of the private
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law, providing that the period of work is not lomgban 15 consecutive days on each
occasion,

» for the employment of executive officers and merabef supervisory boards of
corporations with foreign participations,

» for work performed based on applications for pasttdral employment,

 employment of foreigners having study contractshwibreign higher education
institutions within the framework of professionalraptice organised by an
international student organisation,

 employment of foreigners possessing study contracid studying on day-time
courses in vocational training schools, secondahoals, basic-level art education
institutions, higher education institutions in Hang during the effective term of their
contracts,

» teaching activities of foreigners in primary, sedary and higher education
institutions, in foreign languages (foreign langeiagachers) within the framework of
international educational programmes signed byctimpetent ministers of the states
concerned, and certified by the Ministry of Educati

» Activities of foreigners in a church registered Hungary or in their institutions,
performing religious services as their career,

 work performed by individuals applying for refugee asylum seeker status in
Hungary and work performed by accepted refugeesfugee stations,

* educational, scientific or artistic activities ohtérnationally recognised foreign
individuals, invited by higher education institutg scientific research institutes and
public education institutions, for no more than &rking days in a calendar year,

» educational, scientific or artistic activities afréigners for no more than 5 working
days in a calendar year,

 work performed by foreign researchers in Hungafythe researcher performs
activities that fall within the scope of an agreemestablished between the Republic
of Hungary and another state and this is certifigdthe Hungarian Academy of
Sciences.

* employment of foreigners on trade practice witlia framework of the Leonardo da
Vinci programme,

» work performed by marital partners of Hungarianzems cohabiting in Hungary, and
work performed by widows/widowers of the same wiobabited with the deceased
marital partner in Hungary for at least one yedoteehis/her death.

* work performed by foreign citizens with a ‘greentcasional employment book
pursuant to the provisions of Act LXXIV of 1997,rfao longer than 60 days in a
calendar year.

» work performed in Hungary by foreigners employedfdmeign corporations working
pursuant to the provisions of the agreement onfréne flow of services, providing
services on behalf of their employers, in the frawmdk of posting, temporary
assignment or as hired employees,

* research activities in Hungary of researchers,operéd pursuant to the provisions of
a hosting agreement concluded with an accreditegareh organisation, based on a
specific legal regulation,

» sports activities performed by professional atldete a job, and training activities of
sports trainers.
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The employer must prove that the requirements kamgption have been fulfilled. This
exemption does not apply to work performed by fgmers over and above the scope of
exemption.

l1l.2. EEA citizens and their relatives
[11.2.1. Exemptions related to work permits issuedfor EEA citizens and their relatives
(green card employees)

The citizens of EEA countries listed under Il.2datheir relatives can be employed in
Hungary unlike stated in the general rules for Ettizens with a work permit issued without
the examination of the labour market situation.

Even if this rule is applied, no permit is neededthe employment of

- Austrian, Liechtenstein, German and Swiss citizens,

- Danish, Belgian and Norwegian citizens
in Hungary, if the above mentioned citizens havenbegally employed on or sinc& May,
2004 continuously for a minimum of 12 months. Neitldo the relatives of the above
mentioned EEA citizens need a permit to work in gany if this relative has been legally
residing in Hungary with the listed EEA citizen &nf' May, 2004.

The same exemptions should be applied for RomammhBulgarian employees, if they
have been legally employed on or sinéelanuary, 2007 continuously for a minimum of 12
months. The exemption applies for the Romanianwg&ian employee subject to no work
permit only if this relative legally resided in Hysry together with the Romanian or
Bulgarian citizen since after th& January 2007 for a period of 18 months.

The exemption from work permit should be certifiey the employer or by the
regional labour centre competent in the area ofl@eyngent (green card).

[11.2.2. Exemptions related EEA citizens as a genat rule

As a result of the accession of the Republic of géug to the European Union, not only the
general rules laid down in the Employment Act af tMinisterial Decree for the
employment of citizens of the EEA Member Stateddumgary, but also the provisions of
other legal regulations arising from the Commuietyislation must be applied.

In harmony with the Regulation 1612/68/EEC on tlee imovement of workers within the
Community, Act IV of 1991 on the Promotion of Emyteent and Services to the
Unemployed, modified several times, sets thain rule whereby the citizens of the
European Economic Area (EEA) and their relatives donot require a permit for
employment in Hungary. Relatives of EEA citizens are entitled to free emypient as
relatives, irrespective of citizenship, whetherythee EEA citizens or not.

(EEA citizen: citizen of a state having joined the Treaty om Buropean Economic Area;

EEA Member States:

1. Austria, Belgium, Denmark, Finland, France, Gany, Greece, Ireland, Italy,
Luxemburg, the Netherlands, Portugal, Spain, Swed#anted Kingdom(old EU
Member States)
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2. Norway, Iceland, Lichtenste{EEA Member States)

3. Czech Republic, Estonia, Latvia, Lithuania, PolaSlovenia, Slovakia, Hungary,
Malta, Cyprus(Member States joining in 2004)

4. Romania, BulgarigMember Statesjoining in 2007)

Relative of an EEA citizen: Marital partner, direct descendant aged less tt#nyears, or
dependent on the EEA citizen, as well as directdants of the EEA citizen and his marital
partner, kept by them.)

The labour market protection measures applied byesiormer EU Member States against
Hungarian citizens and the permit exemption of E&itieens based on the accession of
Romania and Bulgaria on 1 January 2007 is onlyearttically applied rule. In line with the
principle of reciprocity, the same protective measa applied against a citizen of a particular
EEA state as is applied by the specific countryiregahe Hungarian citizens intending to
work on its territory. However, if certain legishs conditions are satisfied, EEA citizens
requiring, otherwise, a work permit can also be leygd in Hungary without a permit.

Pursuant to government decree, apart from the etxenspalready mentioned, the EEA
citizens protected by safeguard measures, that is

-Austrian, Liechtenstein, German and Swiss citizens

-Danish, Belgian and Norwegian citizens,

-Bulgarian and Romanian citizens
and their relatives can be employed without permitHungary in activities requiring
vocational qualification if the foreign citizen sesses the qualification needed for the job.

Pursuant to government decree 355/2007. (XIl. #8)employer is obliged to notify the
regional labour office about the employment of dBgA citizen and their relatives in
Hungary if the employment is not subject to worknpié (according to the rules above).

The starting date of the employment should be tepothe latest on the first day of the
employment, the termination of employment should rbported on the day after the
termination of employment.

The report should contain:
- the number of employed people,
- their nationality,
- the form of employment,
- in case of relatives the status of relationship,
- and the fact whether the employment has startéerainated.

The labour office confirms the accomplishment @& taport and registers the data reported.

5.2. The licensing procedure

Typesof the workpermits:
* personal permit,
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« agricultural seasonal employment permit,
» collective permit, and
» personal permit based on a collective frame permit.

The total number of foreigners who may be employedHungary based on a permit
simultaneously cannot be higher than the numbefoant positions reported in an average
month of the previous year.

The Minister of Social Affairs and Labour may, igreement with the other ministers
concerned, define in a decree the highest numbdorefgners who may be employed in
various occupations in total concurrently, in Huygas well as in the counties and Budapest,
as well as the occupations where foreigners maybaoemployed based on the trends and
composition of unemployment in Hungary. These miovis cannot be applied to individuals
holding the right to free movement and residende&y wmay be employed in Hungary without
a permit.

The highest number of work permits to be issuedotreigners is published by the
Minister of Social Affairs and Labour in the offdiHungarian Gazette (Magyar Kozlony) by
1 February each year.

Personal permit based on the general rules

A personal permit must be issued if

» the employer had had an effective labour demandhi®ractivity to be pursued by
the foreigner before the permit application wasnsittied,

* no Hungarian individuals or EEA citizens or relasvregistered as unemployed
under the provisions of the Employment Act ands$ang all the employment
requirements defined by legal regulation and statedhe employer's effective
labour demand have been referred to the emplopee diis announcement of the
effective demand for work,

« the foreigner satisfies the employment requiremdetsed by legal regulation and
stated in the employer’s effective labour demand.

Effective labour demand means any demand for laBooounced by the employer at least
fifteen days, but no more than sixty days befoeeghbmission of the application for permit,
or announced by the employer more than sixty daylsee, and renewed at least every sixty
days, so that the last renewal occurred no edHaar sixty days before the submission of the
application.

The employment of the foreigner may be permittedllithe above legislative conditions
are met. The satisfaction of the conditions mustdyéfied by official documents.

The personal permit must also state the prospee@mployer employing the foreigner
based on the permit, the specific workplace andites, as well as job and the term of
employment.

A personal permit may be issued for no more thanyear according to the general rules,
but it may be extended. In exceptional cases deflmelegal regulation (e.g., key foreign
personnel, delegated members of diplomatic/consmigsions, etc.), the permit may be
issued for two years and can be extended for tvaosyd&xtension takes place according to the
licensing rules.
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Employment cannot be allowed if

 the employer doesn't have an effective demandafoour or the specifics of the labour
demand and of the application for employment donmatich,

* there is a Hungarian employee available for pteer@ who meets all the terms and
conditions stated by law and by the employer fhin§ the job, but his/her employment
failed because of the employer,

* there is no available Hungarian employee forjtie but neither does the foreigner meet
the job requirements,

 the employer doesn't want to start the employnoénthe foreign employee within 120
days after submitting the application,

» the foreigner would be employed at an employdreotthan the one stated in the
application,

* the exclusive subject matter of the service alng the capacity of the foreign worker for
an extended period of time,

» the personal base wage indicated by the employeronsiderably lower than the
corresponding national average,

* the employment contract is not established betwee employer and the foreigner,

» the competent authority of the foreigner's coprfipulates stricter conditions for the
employment of a Hungarian citizen in the given dopnhan for the citizens of other
countries.

The application may also be rejected if the empleytrof the foreigner is not justified
based on the consideration of other employmengrait(e.g., if a labour or labour security
fine was imposed effectively on the employer witbime year before the submission of the
application, or the employer was obliged to payedain fine as defined by special legal
regulation for the employment of foreigners withqguérmit within three years prior to the
submission of the application, and failed to da so)

Personal permit issued without evaluation of the laour market situation

In the following cases, the employment permit nhestssued without evaluating the labour
market criteria, if the eligibility conditions haveen checked and certified:

within the framework defined in an internationategment

in case of the employment of a foreigner as a legqnnel,

in every calendar year, in case of a company wilfpnforeign share, it is possible to
employ foreigners to the extent of not more than #%he statistical staff headcount
on 31 December in the previous year at the company,

for an internationally acknowledged invited foreggrfor his/her educational, artistic
and scientific activities at a tertiary level edumaal, research, and cultural institutes,
for the employment of a close relative of a foreigim employment in Hungary for at
least 8 years, if the close relative has beendivimHungary with the foreigner for at
least for 5 years,

for the employment of a Hungarian's foreign mangaitner, who may be employed
without a permit based on the Employment Act, oplryment of the widow/er of
people listed above who cohabited with the mapgatner in Hungary for at least one
year before the partner’s death,

Euroguidance 2010 39



Employment and labour affairg

Hungary

» for servicing, commissioning, warranty and guarargetivities in excess of the period
specified for permit exemption, based on a private contract made with a foreign
enterprise;

» for the employment of a foreigner whose employmertiungary has been approved
by the Immigration and Citizenship Bureau of thenidiry of Interior according to the
legal regulations applicable to foreigners,

» for work performed by refugees granted authorisatm stay outside the premises of
the refugee site, whose employment in Hungary jgpertied by the Immigration and
Citizenship Bureau of the Ministry of the Interfor humanitarian reasons,

« for the employment of foreigners to be employed @ydiplomatic or consular
representation or other agency of a foreign staié,are not members of their staff,
and are not persons delegated by the sendingestiage, and

» for the employment of foreigners to be employedh®/National Film Office or a film
producing enterprise registered according to aiBpéegal regulation,

» if the employment of the foreigner relates to jeohirting for no more than three
months a year,

* employment of close relatives of the military fagscand civilian staff serving under
the North Atlantic Treaty and staying in Hungawy, their service period,

» education activities in Hungary to be carried oytresearchers in addition to their
research activity specified by an acceptance ageeernoncluded with an accredited
research organisation.

Seasonal agricultural work permit

Agricultural seasonal employment (plant productianimal husbandry, fishing) may be
permitted for no more than 150 days in 12 montlme permit may not be extended. The 12-
month term must be calculated form the starting @étthe earliest employment stated in the
first permit issued for the employee’s seasonalleympent. The employment term may be
defined in several phases within one permit.

In accordance with the general rules, an effead®emand for labour is a demand for labour
announced by the employer at least 15 days, butore than 60 days before the submission
of the application for the work permit.

The application must be rejected if the foreignas klready exhausted his 150-day limit
and in other cases defined under the general rlilesapplication may also be rejected based
on labour market considerations.

With regard to agricultural seasonal work permgsued to Romanian and Bulgarian
citizens, the provisions of the relevant Ministeieecree and of Gov. Decree No. 355/2007
(XI11. 23) Korm. must be applied jointly. Consequgntith regard to the issue of agricultural
seasonal work permits to such employees, the labwanket conditions (availability of
workforce for mediation) need not be analysed.

Seasonal employment may also be permitted in time & employee lending.

The National Office for Employment and Social Affakeeps records based on the reports
of the PES centres of the number of issued aga@allseasonal work permits .

The collective framework permit

The collective framework permit is a special tygeh® employment permits. This type of
permit must be requested if an employee of a fareigployer performs work on the territory
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of Hungary, in the interest of the Hungarian emplpysually based on secondment, pursuant
to the provisions of a private law contract esti®#d between a foreign corporation registered
in a non-EEA Member State and a Hungarian corpmrati

In the collective framework permit procedure, tipplecant is the Hungarian employer. The
licensing procedure may be started even beforepthate law contract is signed by the
employers.

The collective framework permit is a ‘promissorytegioissued by the PES centre to the
effect that the personal work permits for the agtiand up to the number specified in the
collective framework permit will be granted. An dipption may be submitted for a collective
framework permit if several foreigners must be eypll for the purpose of performing a
private law contract concluded between the emplayer a foreign corporation. Prior to the
issue of the collective work permit, the PES cerdbtains the opinion of the National
Employment and Social Office. The collective fransekvpermit must specify the citizenship
of the foreigners eligible for employment, as wadl the number of people who may be
employed, broken down by activity and qualificagon

The collective framework permit in itself does reottitle its holders to employment; the
employment of the foreigner also requires a pelspamanit issued based on the collective
framework permit.

The PES centre notifies the Hungarian Trade Licen$ffice of the granted collective
framework permits.

Once the collective framework permit has been aequithe procedures for the personal
permit(s) based on the collective framework permdy be launched by submitting the
application to the geographically competent rediézS centre.

Personal permit based on the collective framework grmit

A personal permit based on the collective framewmkmit may be issued on the basis of
the collective framework permit. During the effeetiterm of the framework permit, the
permits indicated under it in a breakdown by attjvgualification and number of persons
must be issued during the effective term of théective framework permit.

The activity forming the subject matter of the jpie law contract may be commenced, and
the foreign citizens may start work in Hungary witlthe framework of that contract, only
after the licensing procedure has been effectigkged, at the place and for the term defined
in the personal permits issued on the basis ofdhective framework permit.

Rules of the licensing procedure

The demand for labour must be reported at the Rfic® 0and the permit application must
be submitted at the regional PES centre, compbtgetite territory where the foreigner will be
employed.

Contrary to the generalile of competence if, based on its nature, the activity concerned
will take place on the territory of several coustiand PES offices, then the Public
Employment Service regional office competent by fh@ce where the work in question
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would be started or, if the employer intends to lEyphe foreigner at several sites situated in
various counties and territories of various PE&ef, then the PES regional office competent
by the employer’s registered seat will proceed.

Employment may be permitted for a maximum term wwé gear, but the permit may be
extended. If the employer requests the extensiothefpermit, it may be considered an
application for extensioii the relevant application is submitted at leastt®@,no more than
60 days before the expiry of the permit.

The application for a work permit must be submitbeda form attached to the Ministerial
Decree. The following must be attached to the appbn form: an authenticated copy of the
document certifying the qualification of the foreeg required for the activity, or if the
document was issued abroad, then its authentic &fiargtranslation; a medical certificate on
the physical suitability of the foreigner for thabj for professional athletes performing sports
activities, a declaration of the federation indiogtthat professional sportsmen may be
employed in the given sports and, if preferent@mhditions warranting the omission of the
investigation of the labour market situation arelmable to the request, the documents
certifying the satisfaction of eligibility conditns.

The application form is submitted by the employgne licensing procedure is an official
administrative procedure, in which the proceediiRentre must decide on the application
within 10 working days starting form its receiphel PES centre will send the permit to the
employer.

The permit indicates the employer employing theeifpmer, as well as the specific
activities, job profile and the applicable term.eTémployer must keep the permit during the
term of employment and for the subsequent thregsyeand present it to any agency
performing regulatory audits.

The failure of a proposed employment relationshipject to permit, the termination of
employment, or any change resulting in permit exemnpmust be reported to the PES centre
issuing the permit within 5 days. The PES centrthavaws the permit if employment is
terminated, or the employee is employed at a wadebr in a job other than those specified
in the permit, or as and when employment becomespkfrom permit.

5.3. Employment of EEA citizens in Hungary for poshg

Pursuant to community law (decree 1408/71/EEA a@d/R/EEA) and pursuant to the
principle of free flow of services and the curremglating government decree
(355/2007.(X11.23.) on personal scope, the employeployed in posting in Hungary by an
employer registered in an EEA country does not hvéiave a work permit, but the
employee has to possess the documents neededstorgod he rules valid for the employees
of the citizens of EEA countries has to be applidkn the spouses or relatives of a citizen of
a third country is posted to do work in another rhencountry.

In order to be able to apply the rules valid pagtithe employer can oblige the
employee to do work only
» for economic reasons,
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» for a period of time,
» outside the usual workplace.

Other conditions for the rules valid for postinga® applied:
» the employers’ right are applied by the employeirduthe posting period,
» the salary is paid by employer,
* and the other charges related to the salary isipadimilar way as if the employee is
employed on the premises of the employer.

The duration of the posting can be 12 months, wbahbe extended once by 12 months. The
form designated to prove the fact of posting (E161d certify for the authority competent in
the region of the country where the work is dormat tthe employee stays insured in the
country where he/she is posted from, consequehdyemployee does not have to pay the
charges of the country he/she is working in. Theplegees posted from EEA member
countries do not have to reported by the emplogekd social security authorities.

The posted employee in all cases has to keep 1b& Erm with himself. In such a
case when the posted employee is not able to pghevéact of posting during a control, the
employee has to be regarded as eligible for theicgsy of the Hungarian social security
system.

The posting can be extended by a maximum of 12tmsoriThe posting can be
extended only with the permission of the sendingnimer country’s competent authority,
which is given on an E 102 form completed by th@leyer.

In the member country where the employment iscéféged, in this case in Hungary,
the short termination of work does not mean thenieation of posting as well. If the
employer wishes to post the employee right aftertdrmination of the posting, and if the
place of work is the same as it was in case ofptie¥ious posting, then the two postings
should be considered as one.

Posting to the same member country can be effiectuanly if 60 days have already
past from the previous posting.

Pursuant to community law and to the principlefrefe provision of services, the
employee of third countries employed by a firm ségjied in an EEA country could be posted
to Hungary without work permit.
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lI. Unemployment management
1. Job seekers, job search support

One of the key principles of the Hungarian unempiegt service system is that only
those job seekers may receive job search suppod are registered by the Public
Employment Service (an office of the regional PE®ite). In addition to meeting other
conditions, a job seeker is a person who would tikefind employment (again) and is
therefore engaged in active job search and makesaslonable efforts to find one, in which
context he closely co-operates with the PES ceariteaccepts a proposal for an appropriate
job. The active job search of the individual is keg aspect of the definition of the concept of
a job seeker.

The method of active job search is or may be setroan agreement concluded between
the job seeker and the PES office. If the job seed&eeives job search support (job search
benefits or aid, or regular social aid) in addittorhis co-operation with the PES centre, then
it is compulsory to enter into a job search agregmath him. In other cases, a job search
agreement may be concluded with a job seeker, whosgperation obligation should be
registered in a written agreement.

If a job search agreement is signed, the job semkist regularly report about his actions
for finding a job. The job search agreement isjti@ document drawn up by the job seeker
and the PES office, in which they define a serieki@rarchically structured activities which
help the job seeker return to the labour markee Kéy component of such activities is the
individual’'s intensive involvement in individualosearch. The employees of the PES centre
help the active job search by identifying as maagancies as possible, by job brokerage,
consultancy, the presentation of a wide rangelwdua market information, the operation of a
standard nation-wide databank of vacancies andggelers, and the supply of labour market
information through a self-information system.

Naturally, the Public Employment Service does #stlto help every client addressing it to
the extent of the possible. However, it will treatclient as a ‘job seeker’ if the person
concerned is really able and ready to work, andstau it within a reasonable time.

Let us now review the relevant provisions of thepeyment Act and the related legal
regulations.

1.1. Who is a job seeker?

A job seekeris a person without a job, but looking for employmevho co-operates with
the office of the regional PES centre competenbiatog to his home, place of residence or
accommodation in order to find employment, and vellgo satisfies the applicable legal
requirements.

Under the provisions of the Employment Act, a pdksr is a person who
1. satisfies all the requirements of establishingpyment, and
2. does not conduct studies on day-time coursasa eflucation institution, and
3. is not entitled to old-age pension and doesrective rehabilitation benefit, and
4. is not employed, apart from casual employmemd, does not pursue any other earning
activities, and
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5. co-operates with the public employment agenoyder to find employment, and
6. is registered as job seeker by the public enmpéyt agency.

Pursuant to the provisions of the Act on the etdridungary and stay of people possessing
the right to free movement and entry, people paasgshe right of free entry and residence
(EEA citizen and his relatives) may also be regesteas job seekers if they can engage in
employment in Hungary only based on a permit.

The person concerned satisfies tbe-operation obligation defined as a legislative
requirement for acquiring job seeker status if he
* requests to be registered as a job seeker, and
* visits the public employment agency at the requitietes, or at least every three
months, and
* reports any changes in the legislative requiremedatming his status as a job seeker
to the public employment agency within 8 days friw@ occurrence of the event, and
* is also actively looking for a job himself, and
» accepts a proposal for an appropriate job.

An active job seekeris a person who is capable and willing to takejtteoffered by the
PES office or a job found by himself with a weeldgrking time of at least 16 hours, within
30 days.

Who is classified a career-starter job seeker?

Career-starter job seekers form a special groupolbfseekers subject to other special
requirements as well as those applicable to jokessen general.

A career-starter job seekeris an individual under 25 or, in the case of indlials with
higher level qualifications, 30 years of age, whtsfies all the requirements for engaging in
employment, is registered by the Public Employm®atvice (office of the regional PES
centre) as a job seeker, providing that he didacqtire eligibility for job search support after
the completion of his studies.
The following shall not be classified as careertstgob seekers:

- persons subject to preliminary arrest or deterdioth people in prison.

- people receiving pregnancy—confinement benefitidg-clare fee or aid, or

Contents of the job search agreement

The labour office (i.e. PES office) must alwayseenhto a job search agreement with job
seekers receiving job search support (job searclefitge, job search aid) or, besides co-
operation with the PES centre, regular social ludther cases, a job search agreement may
be concluded with job seekers whose co-operatidigaiton should be put into a written
agreement.

In the job search agreement, the job seeker anBESeoffice jointly define the tasks and
obligations of the job seeker in order to find eoyphent as soon as possible.
The job seeker is responsible for regularly momgpwvarious sources of information himself
(e.g., advertisements, vacancies displayed on ftiernet, applications, etc.) and for
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identifying vacancies himself by addressing potrgimployers (e.g., in person, in writing,
by phone, through the Internet, etc.).

The information and the labour market services ol to the job seeker by the PES
office are also part of the job search agreement.
The PES office and the job seeker define the nmgbrtant features of the job sought by the
job seeker, as well as the frequency of the jolxestevisits to the office in the agreement.
The job search agreement is the written documentheflegal relationship established
between the job seeker and the PES office, theentsbf which are binding for both parties.

The PES office and the job seeker jointly evaluhte performance of the provisions of
the job search agreement. Within the frameworlhefdvaluation, the job seeker must report
on the performance of his obligations undertakerthi@ job search agreement. He must
identify the reasons of the failure of his job sagkactivities, as well as the activities required
by the PES office or the job seeker based on thereances of the job search process.

The PES office and the job seeker may modify the gearch agreement with mutual
consent, if the job seeker is unable to fulfil lmbkligations due to any changes in his
conditions occurring after the conclusion of thie ggarch agreement, or would otherwise like
to modify the method of job search defined in tiggeament. The agreement can only be
modified following the evaluation of the performanaf its provisions.

1.2. Job search assistance

There are three types of job search assistance:
- job search benefits,
- job search aid and
- reimbursement of expenses.

Job search benefit

The job search benefit is a mixed-type support containing insurance andias
components. Besides the improvement of social ggcut also enhances the insurance
principle and increasingly encourages people t& koo jobs and accept work opportunities
and jobs. It does so in part by being regressiwe, through the gradual reduction of the
support amount as time passes.

If several other conditions are simultaneouslyssiati, the allowance can be granted to
job seekers who were employed for at least 365 dayise four years before they became
unemployed. As eligibility for one allowance dayquées five days of employment, the
shortest period of the job search benefit disbuesens 73 days, and the longest period is 270
days.

The experience is that the chances of re-employmreniuch better during the first few
months than after a long period of unemploymentseBlaon this consideration, the
Employment Act breaks down the job search benéfiiudsement period into two phases:

a) In the first phase, which lasts for half of theldissement period, but at most for 91

days, the job search benefit amount correspond80% of the previous average
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wages, with a fixed lowest and a fixed highesttlioarresponding to 60% and 120%,
respectively, of the mandatory minimum wages ever.

b) The second phase equals to the number of outstamdiigibility days, but no more
than 179 days. In this phase, the benefit amouatusiform 60% of the mandatory
minimum wages.

(If the previous average wages are lower than dtim limit of the benefit, then the benefit
amount shall be identical with the average wagdmth phases.)

The first day of benefit disbursement is the daywrch the job seeker contacts the PES
centre. In derogation from that, if employment ie&sninated by the employee by ordinary
notice by the employee or by extraordinary disntiksathe employer, then the job search
benefit can be disbursed 90 days after the dateeofermination of employment, providing
that the job seeker satisfies all the requiremehtisbursement.

When is the disbursement of the job search bemefigsupted?

If the job seeker:

* receives pregnancy—confinement benefit or chilég:cre or aid, for the term of
disbursement of such support,

* is in preliminary arrest, detention or in prisonrvéeg punishment, unless the
imprisonment was established as a result of adomersion,

» does community work during its period,

» performs a short-term income-earning activity forto 90 days, providing that this
work was reported to the PES centre in advance,

* receives wage supplementing benefit, or

» performs work with the occasional employment book.

If the reason of the interruption of the disbursemof the job search benefit no longer
exists, and the conditions of eligibility for jolearch benefits are satisfied again, then the
disbursement of the job search benefit must bearuoed.

When is the disbursement of the hob seeking allogverminated?

If the job seeker:

* requests it,

* receives job search benefits and is deleted freamebister,

» becomes eligible for old-age, disability or accideriated disability pension,

» performs and income-earning activity, unless fbisa term of less than 90 days, and
the activity has been reported to the PES centaglvance,

* accepts a training opportunity, during which heerees regular support in the amount
of at least the mandatory minimum wages,

* conducts studies on a day-time course of an edunztinstitution,

* dies,

* has already exhausted the disbursement perioggblhsearch benefit.
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Entitlement of the job seeker in case of employment

The employment of a job seeker is encouraged bietiad provision according to which if he

enters into an employment contract for an indedingrm for a full-time or at least half-time

job during the disbursement period of his job deabenefit, and his employment is

continuous, upon his request, fifty percent of bemefit due to him for the outstanding

disbursement period must be paid out in one lunmmp. dao this case, the outstanding part of
the disbursement period should be considered aheifjob seeker had exhausted the
disbursement period of his job search benefit.

Job search aid

There are three special types of {bb search aid supporting different categories of
people with a benefit disbursed to them in the amhamf at least 40% of the mandatory
minimum wages.

The first type of job search aid is payable to job seekers wheeveatitled to job search
benefit for at least 180 days, but have alreadyaested the benefit disbursement period. An
application for the disbursement of this type di gearch aid must be submitted within 30
days from the termination of the job search benefitcording to the main rule, the
disbursement period is 90 days, but if the job sebks completed 50 years of age at the time
of submission of his application, then the disbomset period of the job search aid will be
extended by 90 days.

The second typeof job search aid can be granted to job seekemsaxt not eligible for
job search benefit, but served at least 200 daysmployment in the four years before
becoming a job seeker. The disbursement period da9s.

Those job seekers are eligible to thed type of job search aid who do not need more
than 5 years to reach the applicable retirement agthe time when they submit their
application for the aid. Another requirement istttiee job seeker must have received job
search benefit for at least 140 days, and he waadh retirement age within three years after
the exhaustion of the disbursement period of theetiie a further requirement is that the job
seeker must have acquired the service period rdjdar old age pension. The aid can be
disbursed until the acquisition of eligibility fpension.

Naturally, it can hardly be expected from the ajdtem ‘to encourage people to work’,
but the objective is to have the lowest possiblenter-incentive effect. This also means that
employment should not automatically mean the Idsshe aid. Consequently, during the
disbursement period of the job search aid, employrbased on the occasional employment
book is allowed, but contrary to occasional emplegtrduring the disbursement period of the
benefit, income earned from such employment do¢safiect the disbursement of the aid.
Apart from this rule, most of the provisions apabte to the termination and interruption of
the disbursement of the job search aid are iddnivith the regulations applicable to the
termination and interruption of the job search WiésneThe law contains different provisions
only for those who are very close to retirement. dgesuch cases, any income-earning
activities trigger the interruption of the job sgamaid instead of its termination. It is because,
in case of termination, the job search aid woulteha be established again which, bearing in
mind the time passing, could lead to the loss efdigibility criteria.
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Reimbursement of expenses

Within the framework ofeimbursement of expensesthe competent office of the PES
centre reimburses to the job seeker the expenkgeddo the establishment of the job search
support and the entrepreneurial allowance, theopednce of the requirements set out under
the job search agreement, as defined therein iarady as well as all eligible long-distance
travel expenses involving public transport vehichdsch relate to his job-seeking activities
(including travel from home to the PES office aradtlky as well as trips required for obtaining
an occupational health expert opinion proposed Hgy RES centre). In exceptional cases
defined by law, eligible local travel expenses alo be reimbursed to the job seeker.
Reimbursement of expenses may be requested amdlévant administration activities will
take place at the PES office registering the jakee

Entrepreneurial allowance

On top of the above job search support, there ashen type of support, thentrepreneurial
allowance which provides financial support to individualdacorporate entrepreneurs if they
lose their job, under the same rules as thosecaihé to the job search benefit.

2. Labour market services

The Public Employment Service promotes job seacbess to work and to a satisfactory
workforce, as well as job retention also by pravigdvarious services.

There are three categories of services:

- information services,

- consultancy-type services, and

- job mediation.

and since 2008 the mentoring service has also eggb@aa legally controlled form.

2.1. In theinformation supply phasewhich may take place on an individual basis, othi
framework of consultancy, at job fairs or job bridge, people are informed about the
situation of the labour market, the various forrhermployment promotion support offered by
PES, the terms and conditions of the use of jolrcheaupport as well as about the
employment-related regulations.

2.2 Theconsultancy services, available in the form of individual agbup services, fall in
the following categories.

The purpose ofvork counsellings to identify the conditions hindering the emplagmh of
the person using the service, and to work out a fweovercome the barriers and to promote
successful employment.

A related service could b@b search counsellingwithin the framework of which job
seekers receive individual advice and master j@rchetechniquesThe job seekers’ club
assists in the placement of individuals who wouk# Ito work, but lack the knowledge
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required for finding a job. The job seekers’ clgba good example of the combination of
carious services and support schemes as instrunsamigng the same labour market
objective. Participation in the activities of thidub generates eligibility, under certain
conditions, for wage supplementing benefit.

Career consultingpromotescareer choice and correctiotny developing a career plan
matching the individual's interests, capabilitiepersonality and the labour market
requirements.

Rehabilitation counsellingpelps the unemployed whose working capability drenged, with
special regard to their particular circumstances,the fact that they cannot be mediated to
jobs in line with their qualification level.

To the extent necessary for achieving the purpokethe service, psychological
counsellingis also available in relation to the various otb@nsultancy services and to labour
market training. This type of counselling helps geekers identify the conditions hindering
their placement based on their lifestyle or perbtnaroblems.

Counselling may take place in the form of individeanversation, group counselling,
structured group training, assessment of intekedties, competences and personality traits
and enhancement of career knowledge.

2.3. The offices of the PES centres can offer te@toring service for the job seeker or any
other person using the services or receiving supfsom the PES centres if it can be
concluded from a personal meeting that personahsmlling is needed in order to complete
the requirements of the cooperation agreementséotiie services and benefits, to keep in
contact with state or any other authorities, totsterk individually or to fit in the workplace.
The mentoring service can only be provided by nmmnigth a qualification required by the
law.

Support provided to labour market service providers

The information supply and counselling activitiesscribed above are not only performed
by the staff members of the Public Employment Servibutalso by individuals and
organisations who/which receive supportrom the PES centres based on applicatarrihe
supply of such labour market servicesonce they have satisfied the relevant legislative
requirements, e.g. personnel and technical infregtre requirements.

The amount of the non-repayable support, granted faaximum of 3 years, is calculated on
the basis of the standard costs of the individaaviy types defined by legal regulation.

2.3. The offices of the PES centres are engagedbinmediation as a core service, to
promote the match between persons looking for aijely not only job seekers, but also other
people requesting mediation, including those inlegmpent, and the parties offering jobs.

Within the framework of job mediatioan the demand side, the PES offeznducts an
interview with the job seekeduring his employment-related strengths and weakts are
identified. If necessary, the PES office recommeaqgjsropriate services, and informs the job
seeker about the main characteristic featureseojoih opportunities that are the most suitable
for him.
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The basic requirement for effective mediation is thorough knowledge of the demand
side, i.e. the labour demand of employers. Theegfdhe Public Employment Service
maintains regular contact with the employe@®ne of the main pillars of this relationship is
the employer’s obligations specified under the Eoyiplent Actaccording to which he must
regularly notify the competent PES centre aboutidi®ur demand and its terminatiotinus
assisting the activities of the Public Employmemrirn&e. However, it is typical of the
operation of the Hungarian labour market that atnetly small proportion of vacancies is
reported by the employers (only 30% according tmes@stimates, or 50-60% according to
other approaches) and, therefore, the PES offiagis gpecial emphasis of vacancy
identification and employer contacts.

The database of vacancies reported to the Publgdgment Service is accessible via the
Internet at thevww.afsz.huwebsite.

We must also note that since Hungary joined the@gean Union, whenever an employer
declares that a vacancy may be advertised, theadhertisement is also displayed on the
network of the European Employment Services (EURESY citizens of EEA Member
States and their relatives may also be referredith jobs.

The purpose and also the last step of job mediaiahe activity of the Employment
Service which matches the expectations of the ddnaaua supply sides, i.eassists those
looking for work and those offering jobs find eaither, in order to help them, establish an
employment relationship

In this activity, the PES office must try to iddgtand offer employment opportunities
best suited to the vocational qualification, expece and other circumstances of the
individual looking for work, and to select and negéi individuals to potential employers who
satisfy their labour requirements. Job mediatiante&ke place individually and in groups.

Apart from the Public Employment Servigejvate job mediators can also operate if they
satisfy the requirements defined under the releleyal regulations and they figure in the
register of the competent PES centre.

The register kept by the PES centres is a publkciehent allowing those looking for a job to
check whether the contacted private job brokeragmey is operating legally. (The database
of the private job mediators is also available et www.afsz.huwebsite, but information
displayed there is based on the periodical datalgwyd the PES centres, and is not updated
daily.)

It is guarantee rule that private job brokers mat/aollect any fees or claim expenses
from people looking for a job.

3. Support promoting employment

The labour market support system based on the Eyrmglot Act (Act IV of 1991) sets out
the requirement for an active employment policythwthe main rule of applying solutions
primarily aimed at the prevention of unemployment ahe reduction of its spell. This
provision also expresses that employment policynoaibe reduced to supplying services to
employees who have become job seekers.
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Adaptation to the requirements of the labour marked very important objective even
during the effective term of employment, or immeeliya before its expected termination. The
same also applies to job seekers, under the condhit they should try and reduce the term
of unemployment through retraining and other silgtatstruments.

The above objectives are served by support prometnployment, the majority of which
is not provided on a ‘citizen’s right’, but the pubemployment agencies (regional PES
centres and their offices) assess, based on tedhoansiderations integrated in their
proceedings, whether support should be provided tparticular individual or for his
employment, and if so, which form of support wob&lthe most effective.

During the assessment of the approval of the supia Public Employment Service takes
into account the features of the labour demand samply, the employment situation and
unemployment indicators of the particular regidre &xperience of co-operation between the
PES centres and the employers, the term of employofiéered by the employer, and the
chances of job seekers to get a job.

The effective system of support promoting employmetraid down in Act IV of 1991 on
the Promotion of Employment and Services to thenipileyed (the Employment Act), as
well as in lower-level implementing regulationsusd on the basis of an authorisation
contained in the Act. The majority of the suppategories introduced in the 15 years after
the codification of the Act was based on active sneas regulated in 1191 (training,
community work, job creation support, wage subgdymoting employment and assistance
to would-be entrepreneurs). Their upgraded versianth mostly identical contents, were
supplemented with new support categories, to fdrensupport system of approximately 40
types of active measures by 2006.

Apart from the Employment Act, other preferencegutated in different acts also help
improve the employment situation and to increaspleyment in certain groups. The system
having unfolded by 2006, including several overlaggorms of support targeting the same
jobless stratum, was partly due to this arrangement

In relation to the accession of the Republic of gany to the European Union, the group
exemption community regulations on support to gmisees could remain in force until 31
December 2006, but with a transition period, thegpsut covered by the regulations remained
available for another six months, i.e., until 306&2007.

However, those support categories, which were iflkedsas existing aid in conformity
with the Community legislation prior to RegulatiofEC) No. 2204/2002/EC (e.g.,
employment promotion subsidy, job preservation glypssupport for the expansion of
rehabilitation employment and support for gainingrkvexperience) could only be provided
under the same terms and conditions until 31 Deeer2@06.

The labour market support system had to be changibdan effective date of 1 January
2007 in relation to the fulfilment of obligationsising from the Community legislation, and
the need for ensuring the simplification and enkdricansparency of the support system. The
modifications affected primarily the support categ® available for corporate enterprises but,
in addition, several support categories availabtenfitural persons participating in the labour
market also changed in their format and contents.

It has to be noted regarding the regulations ofebenthat the supports under the EC
Regulation mentioned above can only be allocatetl Bh December, 2008. The social
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benefit system of the period following this datedefined by the Commission Regulation
800/2008/EC (6th August, 2008).

Some of the labour market allowances can be gradiexttly to job seekers, while
another part can be provided to employers, basebdeofollowing regulations.

Support available directly to job seekers

* support to participation in employment promotiaariing,
» self-employment support.

Support to employers

* support to training of employees,

* employment promotion support,

* wage cost subsidy,

e support to community work,

* job creation support,

* job preservation support,

* mobility support,

» support to the employment of people with changetking capabilities,

e support aiming at the mitigation of the detrimentainsequences of collective
redundancies,

» support to labour market programmes

Support directly available to job seekers

Support to participation in employment promotion training

Support available for labour market training isaative measure to promote employment,
which helps job seekers and the employed membeathef groups who raise children or
nurse relatives and face a real threat of unempdoyniout whose placement and job retention
chances can be improve through retraining.

Consequently, training support is available notydoljob seekers, but for the training of

the following:

* persons under 25 years or, in the case of peopehigher qualifications, 30 years of
age, who have not acquired eligibility for beneffter the termination of their pupil
or student status,

* recipients of childcare aid, child raising suppgtegnancy/confinement benefits,
child-care fee or nursing allowance,

» recipients of rehabilitation aid,

» persons whose employment is expected to termindt@nwone year, and whose
employer has notified them and the competent PEfrecabout this in writing in
advance or

* persons taking part in community work and agretake part in training.
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Wage supplement or, in the case of intensive mgimf at least 20 hours a week, wage
replacement benefit may be provided under the tfléraining support, and the expenses
related to training may be reimbursed either irt pam full.

The wage supplement may be provided up to therdiif®e between the average wages
earned before the training and the wages earneohgduhe training, while the wage
replacement benefit corresponds to the mandatamymmim wages effective at the time of the
approval.

The offices of the PES centres take into accoumtstiortage vocations, the existing
gualifications of the individual receiving suppdtie expenses incurred in relation to training,
the work experiences of the individual receivingart, time spent by the individual in job
seeker status, and whether the training concempuatified for the purpose of improving the
individual’'s position on the labour market when idetgy whether to award the training
support.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
No. 6/1996 (VII.16.) MUM of the Minister of Labour.

Self employment support

The following support may be provided to job seskegistered by the PES centre for at
least three months, who employ themselves as thaiWientrepreneurs, as a member of a
business association contributing to its activilreperson, or as agricultural producers:

» a capital injection of up to HUF3 million, eithem the form of repayable of non-

repayable support,

* monthly support up to the mandatory minimum wagesttie maximum term of six

months.

The above two support categories may be providiagreiogether or separately, based on an
application.

The purpose of this support is to enable the j@kesleto employ himself without an actual
employment contract. Apart from registration as mdeker for three months, the main
requirement for the support is that applicants nmaste their own funds and some financial
security. In addition to the above, the PES cecaitbng for applications may also set further
requirements, which must be defined in the calkijmplications.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
6/1996. (VI1.16.) MUM.
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Support to employers

Support to training of employees

The main purpose of this support category is preeenand it may be provided if the
employees cannot be regularly employed by the eyeplm the long term due to the lack of
appropriate professional qualifications.

If employees take part in training, they are emdtlto wage supplement and
reimbursement of their training-related expenses$hiie purpose of retaining their jobs.

The condition of the support is that the employgreas to the continuation of the
employment of the participants for at least theesg@eriod as the term of the course, and the
employer should also contribute to the expenseshef training unless the employee
participating in the training has already completdd years of age when he submits his
application for support.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
No. 6/1996. (VI1.16.) MuM.

Employment promotion support

The purpose of this support is to help job seeldrs are in a disadvantageous situation
as defined by law or whose working abilities hatargged find employment, and to support
the further employment of employees.

Support can be granted to employers who agreedeide employment for at least 12
months and who did not terminate the employmerdgroémployee working in a similar job
with ordinary dismissal during a 6-month perioddsefthe employment for reasons related to
the employers operation, and agrees not to také soeasure during the term of the
employment of the job seeker either.

If individuals in disadvantaged situations are ewgpt, then the support amount is 50%
of the wages and wage-related contributions, anthéncase of individuals with changed
working capabilities, the amount corresponds to 66fothe wages and wage-related
contributions. The support period is one year.

For the purpose of establishing wage subsidy, dheviing persons will be considered as
being in adisadvantageous situation
» persons who are job seekers, and
- possess at least primary school qualifications, or
- completed fifty years of age at the start of theplmyment, or
- are career-starter job seekers, or
- were registered job seekers for at least 12 mantlise period of 16 months
before the start of the employment or, in the adsedividuals who have not
completed their 2% year of age, but cannot be considered careeestpt
seekers, who were registered as job seekers faméhs during the period of 8
months before the start of employment, or
- raise at least one young child under 18 aloneeir ttwn household, or
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- who received child-care aid, child raising suppmripregnancy—confinement
benefit, child-care fee or nursing fee within 12 ntis before the start of
employment, or

- were in preliminary arrest, detention or servedrigom sentence within 12
months before the start of employment;

* employed persons threatened by the loss of thies; jand who

- have already completed their fifty years of age, or

- have no more than primary school qualificationshaiit any consideration to
age;

For the purpose of establishing wage subsidy, alewing jobs seekers will be regarded
aspeople with changed working abilities:

» persons whose reduction of working ability is a&sle40 percent based on an expert
opinion of the National Rehabilitation and SociapErt Institute, before {5August
2007 the National Medical Expert Institute or, fi@lway workers, the National
Medical Expert Institute of the Hungarian StatelWways or

* persons whose degree of the reduction of workintygbaccording to the expert
opinion of the National Medical Expert Instituts, at least 40 percent, or possess a
recommendation for rehabilitation.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
No. 6/1996. (VII.16.) MUM.

Support to community work

Community work support is designed to assist aiapgcoup of employers organising
community work and employing job seekers for tlugwvéty. This support aims at helping job
seekers struggling with temporary or long-term ewplent problems find a job, and it
usually offers a temporary employment solutiontfer people concerned.

Support may be granted to employers who perfornuldip task in the interest of the
population or the settlement, or a task voluntaaggumed by the local government, or other
community activities, by increasing his staff lewsld receiving no remuneration for such
activities from any other organisations.

The support amount may go up to 70% of the dirgperses of the employment or, for
employees over 45 years of age, even to 90% oéxpenses; the employment councils may
also define the conditions and the group of settleisi where support can be granted up to
90% of the direct cost of employment.

As a main rule, this form of support can be graritedhe employment of one employee
for a continuous term of no more than one year jdbrseekers over 45 years of age, this
period is one-and-a-half year, and for job seekser the years of 50, employed for the
specific activity, the maximum term is two years).

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
No. 6/1996. (VII.16.) MUM .
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Job creation support

Within the framework of an application procedurenfiepayable support can be granted
for the creation of new jobs, expansion of existmgrkplaces and purchase of fixed assets
and intangible assets required for the introductibnew technologies which provide a long-
term employment option by increasing the numbesroployees.

The job creation support can be provided in thimvahg forms:

» regional capital investment support for the creatd new workplaces, extension of
existing work places, construction expenses reduioe the implementation of new
technology, and procurement of fixed assets arah@gible assetsr€gional capital
investment suppord,

* HR-type expenses related to the establishment wfwerkplaces as an employment
support related to capital investmeainployment suppord.

The support may be given to legal entities, busireessociation without legal personality,
individual entrepreneurs who satisfy the applicalglguirements (e.g., own funds, financial
security), and agree to fulfil the obligations sfied by the law, such as:

» implementation of the capital investment projediwm two years from its start,

* continuous operation and maintenance of the capa@nd services established with
the capital investment project for five years, ioc@dance with their original
purposes, and

» assumption of an obligation to employ continuoutslg existing monthly average
statistical staff prevailing one month before thbraission of the application, as well
as the staff recruited on the basis of the profectat least 3 years.

The support may be provided in an application piace or, based on an individual
government decision adopted in compliance with ghmevisions of Gov. Decree No.

217/1998. (XIl. 30.) Korm. on the Order of Operatiof Public Finances, based on an
application submitted to the Ministry of Social Aiffs and Labour. Decisions concerning the
awarding of this grant shall be made by the Minete®ocial Affairs and Labour.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
No. 6/1996. (VII.16.) MUM .

Job preservation support

A non-repayable support can be provided for th@@se of job preservation to employers
who intend to terminate the employment of the erygdowith ordinary dismissal due to
reasons related to their operation.

The conditions of eligibility for the support incla that the employer must not be
involved in a bankruptcy, liquidation or voluntdiguidation (final settlement) procedure; the
employee for whom the employer requests supporbbas employed for at least six months,
and the employer must agree to continue employmegeimployee during the disbursement
period of the support, and then for another peoioithe same length.
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The support amount varies between 25 and 75% ofatia amount of the wages and
related taxes of the employee concerned or, in szaves (e.g. if the personal base wages are
identical with minimum wages, or the employee’s kuog ability has changed, or the
employment is for a shorter time than before, & dours a day), 50-90% may be granted
with a limitation that the monthly support amourdgnnot be higher than 150% of the
minimum wages for each employee.

The support can be disbursed for maximum 1 year.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
No. 6/1996. (VII.16.) MUM .

Mobility support

Support to lonqg distance travel related to comnautanwork

The expenses can be reimbursed either in part d@linif long-term job seekers are
employed for maximum 1 year. If the support is ¢ednthen the expenses of the employee
are also reimbursed.

(Pursuant to the Hungarian labour legislation, éhgployer must reimburse to the employee
86% of the travel pass or full-price tickets used travelling to work or if the employee
travels in 29 class of the national public railways; 80% of #weenses; if the employee
travels on suburban railway, or on local buses lamg-distance couches applying long-
distance tariffs. In addition to the reimbursemehsuch expenses, the support may also be
used to reimburse the 14% or 20% payable by thdog@, which may amount to a major
sum for employees commuting from a longer distgnce.

Group passenger transportation support

The support can be provided to employers who osgatriansportation for at least 4
employees between the work place and their homiéis erther his own or a hired vehicle, or
use a specific service for it, providing that thensportation of the employees between their
homes (place of residence) and the workplace wowid be possible at all with public
transport instruments, or it would cause disprapodte difficulties.

The support can be granted for a maximum term efy@ar and its amount may go up to
the price of the bus passes of the employees irdoiv the group passenger transportation
service between their home address (place of neséeand the workplace, payable by the
employer.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Gov.
Decree No. 39/1998 (111.4.) Korm.
Support to the employment of people with changed working abilities

Note that in relation to support available for pleopith changed working ability, the PES

centres take into account the general criteria e & the conditions and quality of the
employment in their assessment for granting th@sup
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The evaluation criteria for the conditions and gwabf employment could include
especially legal employment, compliance with thecupational safety and security
regulations, disabled access in case the empldyaes physical disabilities, integration or
segregation of the employment of such employees, tdthnical standard of the work
processes to be completed, the possibility of sléNelopment at the workplace, potential
professional promotion, and the qualification regoients of the work to be completed.

Capital investment and development support

Support may be granted based on application for

a) the establishment of an accepting (integratvakplace, more specifically

establishment of a workplace,

transformation and elimination of physical obstacte ensure disabled access in
relation to the employment of persons with redusedking capabilities in production
and service facilities,

purchase and transformation of instruments andoaggmt required for employment,

modernisation of the workplace and working instrateefor the employment of
people with changed working abilities.

b) rehabilitation employment, more specifically

capital investments involving the establishmentderaisation or development of a
workplace, or construction, assembly, enhancemertamsformation of a facility,
installation of security equipment, as well as pase, transformation and enhanced
security of the working instruments for employingople with changed working
abilities.

For the purpose of support, those individuals shalregarded as persons with changed
working abilities,

persons whose reduction of working ability is asie50 percent based on an expert
opinion of the National Rehabilitation and SociabpErt Institute, before f5August
2007 the National Medical Expert Institute or, fi@lway workers, the National
Medical Expert Institute of the Hungarian Statel®ways or

persons whose degree of the reduction of workintygbaccording to the expert
opinion of the National Medical Expert Instituts, at least 40 percent, or possess a
recommendation for rehabilitation.

Depending on its title and type, a support may é&gayable and non-repayable. The
conditions of granting the support comply with gecondary community standards, and are
different for the individual support titles.

The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree
No. 6/1996. (VII.16.) MUM .

Central budget support

Wage subsidy
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This type of support can be provided:

- for employing people with changed working abilifiésr the preservation of their jobs,
up to 60% of their wages and the related contrimstj for a maximum term of 36
months,

- for employment rehabilitation, compensation for ésvproductivity arising from health
impairment or disability in the amount of 40% ofetlwages and wage-related
contributions for employees with 50% changed wagkafbilities; 60% for employees
with 67% or higher changes in working ability orthvhealth impairment of more than
79%, or with health impairment of 50-79% not capabf being employed without
rehabilitation, but according to the opinion of thational Medical Expert Institute not
recommended for rehabilitation; and 100% of the egagnd wage-related contributions
for individuals with sight and hearing impairmesévere mental or physical disability,
for a maximum term of 36 months, but the disbursgnaé the , support may also be
extended for a further 36 months on several ocnasio

- for the employment of helpers at the workplace, mitee total amount of the wages
and contributions applicable to the time spentmug and individual assistance can be
reimbursed.

From 1 July 2007 wage support may only be provittedccredited employers based on
requirements set out under a specific legal regulalNo wage support may be provided to
public administration agencies and public and lgoalernment agencies.

Cost compensation support

Protected employers may be reimbursed, based ap@itation, the expenses of
- passenger transportation from home to work an#t,e@nd
- management and administration expenses requiredmployment and putting in
place the conditions of work, as well as logistimrk organisation and transportation
expenses related to employees with changed wodbilies.

Rehabilitation cost support

The support can be provided based on an applicétithre employer agrees to employ
people under a contract of a sheltered employmentiger organisation who could not be
employed in the open labour market due to theittheanditions or disability.

No more than 80% of the employment costs may lmelneised as support.

Based on the authorisation under Act IV of 199%, detailed rules of budget support are
contained under Government Decree No. 177/2002 (IKorm. and Decree No. 15/2005
(IX.2.)FMM of the Minister of Employment Policy aoabour.

Support aiming at the mitigation of the detrimental consequences of collective
redundancies

Provided that other conditions are satisfied, thmecial purpose support may be
established within the category of supports if amp®yer introducing collective (group)
redundancies creates and operates committees irggsisiployees affected by the
redundancies to find new jobs.
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The maximum HUF1 million non-repayable support banprovided for the operation of
this committee, to be used for no more than 12 hmont

Support to labour market programmes

Based on the relevant rules, it is possible to ipegupport to programmes launched for
the implementation of pre-defined complex purpagesigned to influence the labour market
processes and to promote the employment of diséalyed groups. Within the framework of
the programmes, support and services may be pmb\saeultaneously and linked to each
other and, under the provisions of the Employmectt A is also possible to divert from the
rules applicable to employment promotion support.

Wage cost subsidy

Within the framework of a labour market programmgpport can be provided to the
employer up to 100% of the wages and related dmrttans of people belonging to the target
group of the programme, involved in its implemeioiat and employed with an employment
contract.
The detailed rules applicable to the support aratamed under Act IV of 1991 and Decree

No. 6/1996. (VII.16.) MUM .

Common rules of employment promotion support

If employment promotion support is provided, theSPéentres and offices enter into an
official contract with the party receiving suppofpart from the parties’ data, the contract
specifies the type, amount, disbursement date agttiad of the provided support, the other
terms and conditions of disbursement, and the legatequences of violation of the contract.
These consequences include the following: if thetypaeceiving support violates the
provisions of the official contract, the disbursernef the support must be stopped and the
party receiving support must repay the supporteiased with default penalty.

We should also note that from the date of accessidhe Republic of Hungary to the
European Union, i.e. 1 May 2004, the EU norms irgdato state aid, for the purpose of
avoiding the aggregation of aids to the extent mhight distort market competition, must also
be applied directly to the various employment prbarosupport categories.

In addition to compliance with the provisions ofettEmployment Act and its
implementing decrees, a further condition for gramtabour market support to an employer
is that the employer must satisfy the requiremesgéined in theAct on Regulated
Employment Relations(Section 15 of Act XXXVIII. of 1992 on Public Finaes).

Support provided from the wage guarantee fund seqgnmt

This support form has a specific objective, allogveny business association subject to
liquidation to pay at least part of the wages oveeits employees.
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Within the framework of the wage guarantee procedtire amount of the outstanding wage
debt to employees of a business association sulojdiciuidation may be advanced, upon the
liquidator’s request, up to a limit specified byt regulation.

The detailed rules applicable to the support aretamed under Act LXVI of 1994.

4. Structure of the labour market institutions

The public tasks of employment promotion and uneympkent management are performed by
a national organisation. The Public Employment Ber¢PES) has a history of more than
fifteen years. In order to prevent unemployment ease its detrimental consequences, since
1991, legal regulations have defined the servioessapport applied by this agency aiming at
the improvement of the situation on the labour raarKhe task of the Public Employment
Service is to implement the employment policy obtyes of the Government.

The Public Employment Service consists of the feligy organisations:

* National Office for Employment and Social Affairs
* regional PES centres.

4.1. The National Office for Employment and SociaAffairs functions as a central office,
acting as the medium-level management body comtgolhe PES centres, and performing the
following tasks:

= certain functions of the operation of the Labourkéa Fund,

= professional control of the PES centres,

= methodological tasks related to job search suppmitemployment promotion

support as well as supply of various labour masketices; in addition,

it has regulatory competences of second instanue,operates and develops the relevant
registration and IT systems.

The Office is managed by a director general, towandom the employer’s rights are
exercised by the Minister of Social Affairs and bab

4.2. Each of the 7regional PES centresconsist of a centre and several offices. The PES
centres are managed by a director general, towendsn the employer’s rights are exercised
by the Minister of Social Affairs and Labour.

Main tasks of the central organisational units BEP

- management of the regional funds of the LabourkilaFund,

- licensing of employment of foreigners in Hungary,

- promotion of the employment rehabilitation of pkowith changed working capabilities,

- monitoring of the labour market processes,

- control of adult training institutions,

- information supply,

- control of the PES offices.

In addition, the PES centre also controls the disipport disbursed from the Labour Market
Fund and eligibility for services; in addition, taan employment policy support categories,
such as capital investment and development sugporhoting the employment of people
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with changed working ability, support to the eladt@mn and implementation of labour market
programmes, are also included in its responsibditi

The most important activities of the more than Dbifices of the 7 PES centres include
registration of job seekers, and performance dstéar the establishment of eligibility for job

search support forms and the disbursement of tipposti They perform traditional job

mediation activities and provide other labour madervices. According to the main rule, all
tasks related to the establishment and disburseoferdrious forms of employment policy
support also belong to their responsibilities.

4.3. We also need to mention the regiofraining centres which are public adult training
institutions performing
» training tasks,
= other tasks related to training, such as
0 examinations,
o training material, methodology and training prognaendevelopment,
0 adult training information supply and guidance,
o0 monitoring of the employment of people successfabmpleting training
provided at the training centre,
0 accommodation, boarding and transportation serwicgseople participating
in training,
= service tasks, such as
o labour market and employment information supply eaker orientation, job
search counselling,
adult training quality management consultation,
pedagogical services,
competence and preliminary knowledge tests,
professional suitability tests for participatinggrofessional training.

O O OO

The training centre is managed by a director, agpdiby the Minister upon the proposal of
the Director General of the National Office for Hoyment and Social Affairs and the State
Secretary of the Ministry of Social Affairs and lcals, in agreement with the other founding
organisations of the training centre. The appointme also withdrawn by the Minister. All
other employer’s rights towards the director arereised by the Director General of National
Office for Employment and Social Affairs.

5. Employment-related tasks of local governments ahsocial benefits
available for the unemployed

The employment tasks of local governments and ffexteve regulations on support of
people without any income from work and eligible gupport on a means tested basis are
contained in Act Il of 1993 on Social Administi@ti and Social Services and Gov. Decree
No. 63/2006 (111.27) Korm. on the detailed rules afpplication for and establishment and
disbursement of financial and in-kind social betsefissued for the implementation of the
Act. On the basis of these legal regulations, teall governments issue their own bylaws
defining the detailed rules for performing theiska specified by law and the establishment
and disbursement of social benefits, in line wité focal characteristics.
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5.1. Regular social benefit

Before 1 May 2000, local governments were able itovide income supplement to
unemployed people who had received unemploymentflienbefore and did not gain
eligibility for any other benefit after the termiran of the disbursement period of the
unemployment benefits based on the provisionsettmployment Act, provided that the per
capita income in their families was not higher ttf&0% of the minimum old-age pension
ever. The income supplement of the unemployed wasinated on 1 May 2000 with an
amendment of the law transforming the unemploynitentefit system. Once this income
supplement instrument was cancelled, unemployegopsrunable to find a job during the
unemployment benefit period even with the involvatmef the Public Employment Service
could apply to the local government for regularigbloenefit.

The regular social benefit is a kind of support preided to people of active working
age in a disadvantaged situation on the labour mai and without an income securing
the living and their families. Pursuant to EC decree 2004/38/EC, the regular Isbereefit
can be allocated to citizens and their relativesnbers of the EU having the right of free
movement and residence, who are residing in Hunfganyo more than 3 months.

For the purpose of social benefits, a persomvorfking age is a person over the age of 18,
but below the applicable retirement age, and pesseho have not completed 62 years of age
yet.

The local government (from 1 January 2007, thekclar the local government) may
establish regular social benefits taemployed or supported job seekers or job seekers
with impaired health, whose living, or the living of whose family istgecured in any other
way. Only one person is entitled to regular soo@ilefit in one family at one time.
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lll. Organisations of employment-related interest reconciliation

The state does not wish to influence the laboulketgsrocesses alone. When regulations are
established that have an impact on the operatiohna@ntenance of the market, the state
involves its social partners, i.e., the represardgatof employers and employees. Thus, the
principle of the tripartite system is used in thegulation of the labour market, which
fundamentally determines the development and dperatf the institutional system.

1. National Interest Reconciliation Council

The Government discusses employment policy isstigatmnal importance with the interest
representation organisations of the employees anglogers at theNational Interest
Reconciliation Counci{hereinafter: OET).

2. Steering Committee of the Labour Market Fund

The Steering Committee of the Labour Market FYREAT) is also a tripartite body consisting
of the representatives of employers, employeestlamdsovernment. It exercises rights and
fulfils obligations related to the Labour Marketrfel

The members of MAT on behalf of the employers amminated by the representations of the
national associations of employers in the Natidn&rest Reconciliation Council, and on
behalf of employees, the representatives are ndedn@y the national associations of
employees in the National Interest Reconciliatimuiil, taking into account the proportions
of the employer and employee contributions paidheyparties represented by them, unless it
is agreed otherwise. The members of MAT are appdiand withdrawn the Minister. With
regard to the members representing the GovernntleatMinister responsible for public
finances proposes the appointment and recall of meenber while, with regard to the
remaining five members, the Minister responsible dmployment policy decides on their
employment and recall within his own competencee iifandate of the body is for four years.

3. Labour councils

Employment policy interest conciliation and conatitin with social partners functions not
only at national, but also at regional level in igary. The relevant forum for such
discussions is thiabour council,in which employers, employees and local governsang
represented.

The labour council
* reviews the principles of allocation of the assgftsthe employment segment of the
Labour Market Fund available within its area of @amtence and the relative
proportions of various support types,
* monitors and evaluates the allocation of the resssuiof the Labour Market Fund
within its area of competence,
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» promotes and reviews short- and long-term prograsnretated to the employment
situation of its area of competence and monitaeg implementation,

* reviews the operation of the regional PES centre,

* requests information from the Director Generalla# tegional PES centre about the
use of the Fund, the labour market programmes pachton of the PES centre,

» exercises its right to prepare a preliminary revigiwhe appointment and recall of
people in managerial positions of the Public Emplent Service,

» performs its tasks specified under other legal leggns.

The employment concept of the labour councilsugytreflected by their opinion formed on
the proportions in which the PES centre divides tlecentralised resources of the
employment fund segment available for the regiamben the PES centre and the individual
support categories, and the principles, criterid fonmer evaluations used to lobby for the
increased use of a particular instrument.
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