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NEWSLETTER ON CHANGESTO THE LABOUR REGULATIONS

On its day of session of July 4, 2011, the HungeHRarliament passed Act CV of 2011 on the modificadf
certain acts with labour law subjects and otheategl acts for legal harmonization purposes (thé"JAwhich
will enter into effect — apart from a few exceptichs on the first day of the month following its ptamation
(July 19, 2011), that imn August 1, 2011.

(1) TheActin general

The Act modifies several legal regulations:

- Act IV of 1991 on Job Assistance and Unemploynizenefits;

- Act XXII of 1992 on the Labour Code (the “Labobode™);

- Act XXXIII of 1992 on the Legal Status of Civilegvants;

- Act XXXVIII of 1992 on State Finances;

- Act 11l of 1993 on Social Administration and oo@&al Provisions;

- Act XCIII of 1993 on Labour Protection;

- Act LXXV of 1996 on Labour Review (the “Act on haur Review”);

- Act LXVII of 1997 on the Legal Status and Remuatem of Judges;

- Act CLV of 1997 on Consumer Protection;

- Act XXVI of 1998 on the Rights of Disabled Persaand Ensuring Them Equal Opportunities;

- Act LXXXIV of 1998 on Subsidizing Families;

- Act ClI of 2001 on Adult Education;

- Act XXI of 2003 on the Establishment of a Europé&orks Council or a Procedure for the Purposes of
Informing and Consulting Employees;

- Act XCII of 2003 on the Rules of Taxation;

- Act CXXIX of 2003 on Public Procurement;

- Act C of 2001 on Acknowledging Foreign School Bep and Diplomas;

- Act CXXXIX of 2005 on Higher Education;

- Act | of 2007 on the Admission and Residence @fsBns with the Right of Free Movement and Resiglenc
- Act Il of 2007 on the Admission and Right of RiEmce of Third-Country Nationals;

- Act LXXIV of 2009 on Dialogue Committees at Seetblevel and Certain Issues of Middle-level Social
Dialogue;

- Act LXXV of 2010 on Simplified Employment (the ‘@ on Simplified Employment”);

- Act XXIIl of 1992 on the Legal Status of PublieiSants.

In this Newsletter, we will deal with the modificats of the Labour Code, the Act on Labour Review the
Act on Simplified Employment in detail. However weuld like to note that, on the one hand, the Axttains
maodifications for legal harmonization purposessthiserves for compliance with:

- the Directive on the conditions of entry and desice of third-country nationals for the purposkkighly
qualified employmerit the so-called “EU Blue Card Directive”

- the so-called “Sanctions Directiviedn providing for minimum standards on sanctions areasures against
employers of illegally staying third-country natais;

- the recast “European Works Council Directije”

! For example, the legal regulations connectedaffirsg services will enter into effect on Decembef011.

2 Council Directive 2009/50/EC of 25 May 2009

3 By the adoption of the Directive, third-country ioafls may be employed in Hungary not only with erkvpermit
issued by the state employment organ, but also wifrermit issued for the purpose of employment iregg high
qualifications (EU Blue Card).

4 Directive 2009/52/EC of the European Parliamentefrttie Council of 18 June 2009

5 Directive 2009/38/EC of the European Parliamentefrttie Council of 6 May 2009
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- the “Temporary Agency Work Directiv@”

On the other hand, the Act contains modificatiomsthe purpose of easing the administrative ohibgat of
employers and promoting employment flexibility.

(2) M odification of Act XXI1 of 1992 on the L abour Code

(2.2) Information obligation

It is a new rule that if there is no works couratian employer then the employer should inforntithée union
also of the number of hired-out employees and #meas of their positions at least once every sixth®on

(2.2) Method of reporting the collective agreement

Section 41/A of the Labour Code provides for thguieement of reporting the collective agreementtfa
purpose of registration. The Act supplements seclit/A of the Labour Code in such a way that theigs
concluding the collective agreement shall fulfiethotification requirement via the electronic régison
system by filling in and sending an electronic forfihus, the possibility of sending the data sheeths
notification of the collective agreement by posiges to exist.

(2.3) Unified term for the election of the works council and the labour protection representative

The Act unifies the terms of the election of therkeocouncil and labour protection representativieara
employer; they shall be elected for 5 years.

The mandate of a works council elected within thyears before the entering into effect of the Awlksbe
lengthened to the next date determined by the Adtabour Protection in respect of the electionhef tabour
protection representative.

After the entering into effect of the Act, a newnk® council must be elected for the first time bg expiry of

the mandate of the labour protection representadsting at the date of the commencement of the Act,
according to the rules of the Act on Labour Prateceffective on the date preceding the entering @ffect of

the Act, but within four years from the commencetwdrthe Act, at the latest.

(2.4) Probationary period

On the basis of the new rules of the Labour Codéherprobationary period, a 6-month probationamooke
may even be stipulated when concluding an employmentract but only in the case where there is an
authorization for this in the collective agreemeffiective at the employer. At the same time, itas sufficient

to prescribe 6 months in the collective agreeméntust also be indicated in the employment contrac

(2.5) Agreement on increasing working time

The Act permanently implements the rule determimgdection 117/C of the Labour Code, which is autitye
effective for a transitional period — with regaa the economic crisis - until the end of 2011, adog to
which working hours unused due to a temporary rédonof the normal working hours may be regroupedaf
longer period in such a way that, later, employeay also work 44 hours a week, for a wage due @ancurs
per week.

This possibility exists only as an exception: emgpig for a longer working time may only take pldce a
maximum of one year; in the case where this pas@kceeded, the employee shall be entitled ttetrimges.

5 Directive 2008/104/EC
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Based on the new section 117/C of the Labour Cadlegreement may be concluded until January 1, 912
an employer and an employee between whom an agntemas concluded earlier according to the text of
section 117/C of the Labour Code effective unticBraber 31, 2010.

Agreements concluded by an employer and an emplageerding to the text of section 117/C of the Labo
Code effective until December 31, 2010 are notcaédia by its modification introduced by the Act.

(2.6) New rulesin connection with paid annual holidays

* In the case of an employee’s iliness or any otmeawaidable hindrance affecting him, the employer
shall allocate the holidays within thirty days ed#ted from the cessation of the hindrance; if the
period of hindrance reached or exceeded a consecpiriod of 183 days, then the employer shall
allocate the holidays within 183 days calculatexdriithe cessation of the hindrance, if the year when
holidays are due has already passed.

* An employee shall be entitled to paid annual hgkdaot in respect of the first year, but only in
respect of the first six months of unpaid leave fitwahe period of receiving the maternity allowanc
or child care benefits.

e The Act provides the possibility for allocating @éion time in more than two instalments not only at
an employee’s request, but also when it is justifig the employer’s important business interests or
reason affecting its operation. Nevertheless, @ighis case, at least 14 consecutive calendar ofays
absence from work must be ensured in a year. Auoistances by the occurrence of which
allocating the paid annual holidays completely hia fyear when they are due would influence the
employer’s operation detrimentally in a decisivenmaxr shall be deemed to be especially important
business interests.

» It will become possible to redeem unused vacatemiypfinancially also in the case of an employee’s
return from an unpaid leave of absence taken fmtlrsing or care of children (while receiving the
maternity allowance), if the employee agrees ts. thi

The rules for periods entitling an employee to pamthual leave must be applied in the case of uripaik
that has commenced after the entering into effetttevAct.

An agreement on redeeming the unused vacation a@ughé first six months of an unpaid leave of albsen
taken for the nursing or care of children may bectaded at the cessation of the unpaid leave expaiter
the entering into effect of the Act.

(2.7) Return of an employee from an unpaid leave of absence taken for the nursing or care of children

If an employee wishes to interrupt his/her unpaiave taken according to the above, he/she mudy nog
employer of his/her intention to interrupt in adean The employer must comply with its employment
obligation:

- within a maximum of thirty days following the natiétion, if the employee wishes to start work befihe
expiry of six months calculated from the startirsgedof the unpaid leave;

- within a maximum of sixty days following the notition, if the employee wishes to start work atekpiry
of six months calculated from the starting datéhefunpaid leave or even after that.

(2.8) Time off in lieu of a wage supplement
The Act provides the possibility that neither tilyeegement between the parties nor a provision otdiiective

agreement will be determinative, but an employey mzlaterally decide whether it will give time dff lieu
of a wage supplement for the employee’s extra performed.
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(2.9) Executive employees

Pursuant to the former section 190(2) of the Lalode, an employer does not have to give reasarthdo
termination of the employment of executive emplay®&y ordinary dismissal. Due to legal harmonization
reasons it will be stipulated that an employer shall beligéd to give reasons for the termination of
employment by ordinary dismissal according to thaggal rules in the case of an executive employeagl
the period of the beginning of her pregnancy uhglend of her maternity leave.

(2.10) Temporary work placement agency

» Section 193/B of the Labour Code will be modifiettipulating that the special rules relating to
temporary work agency deriving from the Directivagnbe applied both in the case of full-time and
part-time employment, furthermore not only in trese of employment for an indefinite period, but
also for a definite period.

» The concept of being a “temporary” worker had navpusly appeared in the labour regulations;
now, the Act defines this conceptiring-out will be temporary: “if the period deteiimed in the
agreement between the placement agency and tha+direworker — with regard to the nature of the
work to be performed at the user of the placementice, the working conditions, the earlier
declarations of the parties, the rights and obligas arising from the employment relationship
between the parties — is a period extending to aimmam of five years”.

» Section 193/D(2) of the Labour Code will be suppeted with an additional case where it is
forbidden to hire out employees when the periothefhiring out exceeds the definition of temporary
employment.

e The Act stipulates that the placement agency msy laé a business entity having its seat in an EEA
member state which may pursue hiring-out servicesraling to the law applicable to it.

» The Act prohibits the payment of considerationggent’s fee) by the hired-out worker for the hiring
out.

e The Act stipulates that certain fundamental worll employment conditions must be at least at the
same level as if the user of the placement sehdckemployed the workers directly. In the interests
of compliance with the principle of equal treatmémtbe ensured for the hired-out worker, the Act
extends the scope of cases where the hired-outew@lentitled to the same rights as the employees
of the user of the placement service: that is,pitedection of pregnant women, women breastfeeding
and young employees, the rules relating to workinge and rest periods, the amount and the
protection of wages, as well as the requiremenémfal treatment. As opposed to the regulation
effective earlier, the principle of equal wages égual work must be applied from the beginning of
the placement. According to the main rule, the gipile of equal wages shall be applied in respect of
each element of the wage from the first day ofgleement. But the principle of equal wages for
equal work or the principle of remuneration due ark acknowledged to be of equal value do not
have to be applied in exceptional cases, e.g. & dhse of employees who have concluded
employment contracts for an indefinite period witle placement agency and receive remuneration
also in those periods when they are not hired out.

* The Act defines more accurately than before thagliation to the above work conditions, not onlg th
legal regulations, but also the collective agregnaerother internal rules effective at the usethef
placement service, are applicable to the hiredamuker.

* In respect of the termination or cessation of thgpleyment, an agreement based on which the
placement agency receives a proportionate amoungrofineration from the user of the placement
service for taking over the hired-out worker ints bwn employed staff shall not qualify as a

" See Council Directive 92/85/EEC concerning the immgletation of measures to encourage improvemerteisafety
and health of pregnant workers, workers who hagernty given birth and women who are breastfeeding
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restriction from the perspective of the prohibitiamw restriction of establishing employment
relationships between the placement agency andsteof the placement service.

» The user of the placement service must notify tleekss council and/or the trade union having
representation rights of the vacant positions @yl but at least once every six months, and istmu
notify the hired-out workers it employs of the vatpositions continuously in the manner customary
at the given workplace.

The modified provisions must be applied for thestfitime to employment relationships establisheéraft
December 1, 2011. In the interests of the executibithese provisions, collective agreements must be
reviewed by December 31, 2011, at the latest.

(2.11) Special rules on employment relationships between school cooper atives and their members

The Labour Code will be supplemented with a newp@aXIl/A, which determines the special rules afriv
performance (e.g. definite term, elements of an leynpent contract, the requirement of the so-called
foreperson) relating to the work performance of inera of school cooperatives with third party emplsy

This work performance qualifies as personal codmeraaccording to the Act on Cooperatives, thushis
case, it is not a temporary work agency relatignshi this case the parties conclude a kind of &aork
employment contract with each other, which will dmmpleted with concrete contents by the supplemgnta
agreement preceding the commencement of work pesioce.

In the interests of the protection of students puglils, and the scope of work they will undertatkes lower
limit of the later concrete personal wage must geeed in advance, and the representative of theosch
cooperative must ensure — in the interests of stgdand pupils — the possibility of cooperationhwit third
person. In the case of pupils under the age ofebiployer’'s instructions may be given only througke t
foreperson provided by the school cooperative, wilbguarantee that the rules on work performanoe a
observed.

For any damage caused to a member during work npeaftce, the employer and the third person shall bea
joint and several liability on the basis of theesubn employers causing damage.

(3) M odification of Act LXXV of 1996 on L abour Review

Main changes:

. Simplified employment must be deemed to be an eynpdot relationship also from the perspective
of labour review.

. Labour inspectors are entitled to check whetheremployer has copies of the valid residence
permits of the third country nationals it employs.

Work performance by a member of a school cooperdtiv a third party shall not be reviewed on
the basis of the rules on temporary work agency.

*  There is a new sanction that if an employer emplibyd country nationals having no work permit —
including the EU Blue Card —, the employer, aftavihg received a notice, must pay an amount to
the central budget. The Act determines the amoayalple to the central budget due to the unlawful
employment of a third county national to be the amtoof the minimum wage determined for a
month.

e The rules on levying a fine bound to assessmentatswits mandatory rules have been modified.
Thus the new section 6/A partly narrows, but paato supplements, the scope of the breaches of
law involving mandatory fining. Unreported employmheand employment without taking into
consideration the age rules (child labour) will eemthe most serious breaches of rules which
infringe the fundamental guaranteed rights of eygds and thus involve mandatory fining. It is
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also unchanged that unlawful temporary work ageam@y an employer’s breaches of law connected
to wages will fall within such mandatory fining. tever, the rules on omitting mandatory fining are
also supplemented in the case of breaches of lanwemted to wages. Thus no labour fine may be
levied if an employer pays the wages it has nad pathe employee, within the period set during the
procedure.

. In the case of medium and small enterprises andterindividuals as employers the measure taken
by the labour inspectorate must be — in the caderedches of law committed for the first time —
sending a notice even if the levying of a fine waandatory in the case of part of the breaches
already on the first occasion in the case of emgtoyot belonging to this category of employers. It
is important that in the case of enterprises hawageral business premises, a breach of law
committed at any of the premises or a breach @sralffecting several premises detected in one
procedure will qualify as a single breach of law.

(4) M odification of Act L XXV of 2010 on Simplified Employment

 The Act contains a simplification that the numbéremployable casual workers, as a basis of
comparison, does not have to be re-establishe¢ eventh, but the employer must take into account
the six-month average statistical number of stadfcpding the first and the seventh months of the
subject year.

« Based on the Acggricultural seasonal works: work performance in the sector of plant prdaurg
silviculture, animal husbandry, fishing and hunfirfigrthermore the conveyance and packaging of
agricultural products — except for reprocessingredpced by a producer, a producer group, a
producer organization and their associations, plexyithat the term of the employment for a definite
period between the same parties does not exceetiuwomzed and twenty days within one calendar
year; andseasonal works work complying with the conditions set out irtsen 117(1) poinj) of the
Labour Code. In the case of agricultural seasomakwvork must be deemed connected to a given
period or date of the year which can only be penfd in that specific period or at that specificedat
due to the biological characteristics of the plamanimal produced.

* Inrespect of incorporating employment contractwiiting, the Act makes it mandatory only to name
the parties and write down the agreement of thégsaon the content elements of the employment
contract by the date of the commencement of worfop@ance, which means a reduction of the
administrative burden considering the fact that pleesonal data — thus date and place of birth,
identification numbers, place of abode and seatay ime filled in by the end of the day of
commencing work.

e From among the rules of the Labour Code applicabEmplified employment, the application of the
rules on the allocation of vacation time is not detory, but possible.

* In addition to this, in the case of work for a shperiod, the Act makes it possible for the obligat
to keep a separate work time register and to ipsyslips to be replaced by a written employment
contract, since in this case the wage elementstlamdime worked forming a basis of the wage
payable generally agree with the wage and the tid contained in the contract.

The contents of this newsletter have been prepfmeéhformation purposes only, and as such, caryet
considered to be a comprehensive analysis of theifivetions of the labour rules. This newslettemnat
therefore be treated as a legal opinion or advioseg on a specific matter under any circumstances.

*kk
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