1.
What are the costs incurred in civil litigation?

What do the parties (claimants, defendants etc, or persons acting on their behalf) have to pay to the following persons and institutions, and at what stage of the proceedings do they have to make such payments?

1.1 Court charges

Act XCIII of 1990 on Duties ("Duties Act") regulates amongst others the duties to be paid to initiate civil litigation.

According to the Duties Act, unless otherwise prescribed by law, the basis of duty in civil litigious and non-litigious proceedings shall be the value of the subject matter of the proceedings at the time of the initiation of the proceedings, or the value of the claim or part of claim disputed in proceedings for legal remedy. If the value of the subject matter of the proceeding cannot be established in accordance with this rule, the basis for calculating the duty shall be an exact amount depending on the court (local / county / supreme) and the nature of proceedings (litigious / non-litigious):

(i)
HUF 250,000 in legal proceedings before local courts and HUF 125,000 in non-litigious proceedings;

(ii) 
before the Municipal Court of Budapest and before county courts:

-
HUF 350,000 in proceedings of first instance or HUF 175,000 in non-litigious proceedings,

-
in appeal proceedings; HUF 200,000 in court proceedings or HUF 120,000 in non-litigious proceedings;

(iii)
in appeal proceedings before courts of law; HUF 400,000 in litigious proceedings or HUF 300,000 in non-litigious proceedings; and
(iv) 
before the Supreme Court:

-
HUF 500,000 in appellate proceedings;

-
HUF 600,000 in review procedures.

According to the Duties Act, unless otherwise prescribed by law, the general rate of duty in civil court procedures shall be six (6) per cent of the duty base (amount in dispute) but at least a minimum of HUF 7,000 and a maximum of HUF 900,000. Several other rules exist with regard to some special non-litigious proceedings.

Besides the above mentioned general rules, the Duties Act also specifies some itemized duties with regard to exhaustively listed proceedings e.g. the duty on divorce actions shall be HUF 12,000; the duty on proceedings initiated for the judicial review of administrative resolutions shall be HUF 16,500; etc.

The duty specified above shall be paid by the initiator of the procedure. However, the exact amount of duty to be paid in each case is also affected by duty allowances in court procedures prescribed by the Duties Act.

1.2
Other official charges (VAT, translator, bailiff, service or process, enforcement of a judgment)

Under Hungarian law, the institution of bailiff, service or process does not exist.

Under Hungarian law, civil court procedures may have VAT relevance e.g. if the claim awarded arises from an activity subject to VAT.

As part of the costs to be incurred in civil court procedures, the costs and fee of a translator are determined by order of the court. The amount of this fee is not known previously.

The general rate of duty in enforcement procedures shall be one (1) or three (3) per cent of the duty base but at least a minimum of HUF 3,000 or HUF 8,000 and a maximum of HUF 150,000 or HUF 450,000 depending on the competent court or authority.
1.3
Lawyers’ fees.  Please cover all information on fee agreements, hourly rates, fixed fees, success fees, uplifts/contingency fees, pro bono, etc. and say how extensive each method is in practice, and what the size (or range) of fees are in each case

The lawyers’ fees are subject to the agreement of the client and the lawyer. As to the market rates it varies between EUR 80 and EUR 500 per hour. 

Decree no. 32/2003. (VIII.22.) of the Minister of Justice also regulates the lawyers' fees in civil court procedures. According to the decree, if the parties do not agree otherwise, the lawyers’ fees that are to be borne by the losing party are 

(1) five (5) per cent of the value of the subject matter of the proceedings but at least a minimum of HUF 10,000 (if the value of the subject matter of the proceedings does not exceed HUF 10,000,000,000);

(2) the previous amount plus three (3) per cent of the value of the subject matter of the proceedings exceeding HUF 10,000,000,000 but at least a minimum of HUF 100,000 (if the value of the subject matter of the proceedings exceeds HUF 10,000,000,000 but does not exceed HUF 100,000,000,000);

(3) the previous amount plus one (1) per cent of the value of the subject matter of the proceedings exceeding HUF 100,000,000,000 but at least a minimum of HUF 1,000,000 (if the value of the subject matter of the proceedings exceeds HUF 100,000,000,000);
(4) HUF 5,000 per hour but at least a minimum of HUF 10,000 if the value of the subject matter of the proceedings cannot be determined; and
(5) fifty (50) per cent of point (1)-(4) in appellate proceedings and review procedures.
According to Decree no. 7/2002. (III.30.) of the Minister of Justice the fee and costs of advocate shall also be borne by the losing party.

The structure and institution of fixed fees, success fees and pro bono mandates are well-known in Hungary. However, success fees are not frequently applied because of the ethical rules of the Hungarian Bar Association. Instead, success fees are combined with a minor fixed fee in mandate agreements. Pro bono activity is frequent in connection with foundations and associations.

1.4.
A witness of fact

As part of the costs to be incurred in civil court procedures, the costs of witnesses are determined by order of the court.

According to Decree no. 14/2008. (VI.27.) of the Minister of Justice and Law Enforcement the witness may claim the reimbursement of her/his travelling expenses, accommodation costs and reimbursement for the absence from work.

The amount of reimbursement is determined by the order of the court.

1.5
An expert

As part of the costs to be incurred in civil court procedures, the costs and fees of experts are determined by the order of the court. 

The amount of this fee is not known previously, but if the case in question is complicated the court may order the expert to make a cost-calculation in advance. Act XLVII of 2005 and Decree no. 3/1986. (II.21.) of the Minister of Justice regulates the activity and fees of experts.

1.6
Any other costs

The following costs may also incur in civil court procedures: (i) costs of judicial inspection; (ii) costs of onsite court hearing; (iii) costs of substituted service of process; (iv) fee of advocate; (v) fee of appointed administrator; (vi) security for costs (to be paid by foreign claimant if the requirements of security are met); and (vii) fees to be incurred in special procedures e.g. costs of medical expert examination in procedures for establishment of paternity.
1.7
What other factors constitute a "price" for bringing a claim, such as delays in the legal  process, complex procedure, unpredictability of the outcome, opportunity cost, and other strains?   How long do (different types of) cases usually take?

The delays in the legal procedure may constitute further costs in the proceedings. Furthermore, since generally there is a long time-gap between each court hearing, the necessity of reading through the files of the court procedure each time increases lawyer's fees. It is also a general problem that the losing party does not have to bear every cost, therefore the costs of the winning party are not repaid completely.

2.
Who bears the costs?  

How are the costs ultimately divided between the parties and/or others (the state etc)? Who reimburses/indemnifies/pays which of the items listed in paragraphs 1.1-1.7 above?

The Duties Act and Act III of 1952 on civil procedure ("Civil Procedure Code") regulate this issue.

The party initiating the proceedings shall be liable to pay the duty at the time of the commencement of such proceedings, unless the payment of the duty is to be decided subsequently, in which case the duty shall be paid by the party so ordered by the court. The Duties Act also regulates duty allowances in court procedures. The persons granted exemption from charges pursuant to separate legal regulations, or exemption from duty in accordance with the Duties Act may not be obliged to pay duties. In the cases exhaustively listed in the Duties Act, reduced duty has to be paid, the amount of which is ten (10), thirty (30) or fifty (50) per cent of the general duty. In the case of right of prenotation of duties, the persons who have been granted the right of prenotation of duties shall be exempted from the advance payment of duties. In such cases the duty shall be paid by the party so ordered by the court.

The costs of evidencing (such as costs of witnesses, fee of expert, etc.) shall be advanced by the evidencing party, but exceptionally the court may order the other party to advance part of the costs. 

The court - with some exceptions - makes a decision on who shall bear the costs in the final judgment or other decision. The costs and expenses of the winning party shall be borne by the losing party except if the Civil Procedure Code prescribes exactly who shall bear the relevant cost. The court determines the exact amount of costs with regard to the facts stated and evidenced by the parties. In practice, however, the losing party does not have to pay all the costs, fees and expenses of the winning party.
If the court dismisses the claim of the public prosecutor or the entity separately entitled to initiate a lawsuit, the costs of the procedure shall be borne by the State. Those costs that have been incurred in the interest of the court shall also be borne by the State.

In the event of a partial favourable result of the lawsuit, the court orders who shall bear the costs with regard to the ratio of the favourable result and the amount advanced by each party. If there is no significant difference between them, the court may order that each party shall bear its own costs. 

The Civil Procedure Code also regulates cost allowances in court procedures. The persons who cannot pay the procedural costs and fees due to his/her financial situation may totally or partly be exempt from charges at request and may not be obliged to pay the costs. In the case of right of prenotation of costs, exhaustively listed in other acts, reduced costs have to be paid. In these cases the costs shall be advanced by the State. If finally the court orders the concerned party to bear the costs of the procedure, the costs shall be born by the State in place of that party.
Furthermore, foreign claimant shall provide security for costs if the requirements thereof are met.

3. 
What are the sources of finance for bringing or defending a legal claim?

What funding is permitted from each of the following sources?

3.1 Personal funds.
There is no practice in Hungary of financing legal claims from personal funds.

3.2 Legal aid.

Pursuant to the Act LXXX on legal aid ("Legal Aid Act"), the Hungarian State shall grant the plaintiff, defendant, intervenor, petitioner and respondent legal aid through a supporter attorney in judicial and non-judicial civil proceedings. The Hungarian State shall advance the costs of the supporter attorney and - depending on the income and financial situation of the applicant - bear them. The conditions for requiring legal aid from the Hungarian State are connected to the income and financial situation of the applicant. 

If, according to the court ruling, the adverse party is required to bear the legal expenses, this party shall be liable to reimburse the Hungarian State the fee of the supporter attorney as advanced. If, according to the court ruling, the adverse party is not required to cover the fee of the supporter attorney, the applicant - depending on the income and financial situation of the applicant - shall be liable to reimburse the Hungarian State the fee of the supporter attorney as advanced.

The fee of a supporter attorney acting on behalf of a party who has been granted exemption from bearing the procedural costs under Act III of 1952 of the Code of Civil Procedure shall be advanced and borne by the Hungarian State. 
The rules of the Legal Aid Act reflect the provisions of the Council Directive 2003/8/EC to improve access to justice in cross-border disputes by establishing minimum common rules relating to legal aid for such disputes.

3.3 Legal Expenses Insurance (LEI, i.e. before-the-event), for individuals or companies.
A legal expenses policy (so called legal safety policy) may be purchased before the event being the basis of the legal dispute has occurred. Such policy may be utilised in legal disputes arising from breach of contract, criminal law proceedings, proceedings concerning consumers' rights, labour law disputes etc. The policy does not cover legal costs resulting from family law or heritage law disputes, procedures connected to maliciously committed crimes, lawsuits concerning shares or quotas held in a corporate organisation, etc.
In the case the legal proceedings occur, the insurer company will reimburse - up to the amount specified in the policy - the costs arisen in the course of the legal procedure, such as the attorney's fees, the costs related to the participation of the witnesses and the experts in the proceedings, costs resulting from the enforcement of the judgement, etc.
3.4 After-the-event (ATE) insurance.
No after-the-event (ATE) insurance may be purchase in Hungary. The legal safety policy may be purchased only before the event giving rise to the legal dispute has already occurred. 

3.5 Loans or grants from banks, trade associations, etc.
We are not aware of any practice in relation to loans provided for financing a legal claim.

3.6 Funding from a lawyer or other third party investor.

Under Hungarian practice, lawyer's funding may not be utilised for financing a legal claim; neither can it be used to invest in legal claims.
4.
Further issues

4.1
How predictable are the amounts involved?

The amounts incurred in the course of a civil law dispute are quite predictable. The amount of the duty is fixed by virtue of law; the other costs arising in the course of the proceedings are mainly connected to the evidencing procedure. The procedural costs proportionally increase with the number of burden of proofs ordered by the court.
4.2
What strategies are used by the parties to lower costs (e.g. tactics in cases, or procedural options like budgets, cost capping orders, costs protection orders)?
Under Hungarian law, there are no concrete strategies for decreasing legal costs. Nevertheless, as concluding from our assessment made under clause 4.1, in order to keep the costs low it is advisable to restrain from applying unnecessary burden of proofs.
4.3
How proportionate are the sums involved?

Please clarify this question, as it is not clear to us what proportion the sums should be compared to.

4.4
How long do the procedures take?  

According to the data published by the Hungarian Statistical Authority, generally the civil law procedures last up to three (3) years. 
4.5
What proportion of cases are settled and how long do they take?

There are no statistics available concerning the percentage of cases settled before judgment. In our practice, approximately a tenth of procedures end before the court of first instance by the parties entering into an out-of court settlement. 
4.6
What figures (or estimates) are available on the numbers of civil litigation cases started, completed, or settled before judgment, for different available procedures, e.g. general courts, small claims, commercial or other special courts or tribunals, ombudsmen, special schemes, codes of business conduct, etc?  Please give figures back to 2000 if available. 
According to the figures provided by the National Judicial Council the numbers of civil lawsuits started in the past years are the followings:

	Local courts, proceedings of first instance
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008 1st term

	Civil lawsuits 
	160,242
	158,486
	158,007
	151,204
	154,067
	150,268
	148,180
	148,176
	85,177

	Commercial lawsuits
	14,153
	14,172
	13,928
	13,329
	13,612
	13,502
	13,415
	15,226
	9,088


	County courts, appeal proceedings
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008 1st term

	Civil lawsuits 
	23,051
	23,307
	23,436
	22,405
	19,914
	18,174
	17,137
	16,499
	9,511

	Commercial lawsuits
	3,581
	3,150
	3,449
	3,040
	2,657
	2,453
	2,352
	2,267
	1,354


	County courts, proceedings of first instance
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008 1st term

	Civil lawsuits 
	3,525
	4,052
	4,740
	7,485
	10,960
	11,134
	11,827
	12,554
	6,589

	Commercial lawsuits
	2,770
	2,733
	3,025
	3,448
	4,539
	4,800
	4,916
	5,077
	2,573


	Courts of appeal, appeal proceedings
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008 1st term

	Civil lawsuits 
	N/A
	N/A
	N/A
	N/A
	1,996
	2,443
	2,930
	2,893
	1,471

	Commercial lawsuits
	N/A
	N/A
	N/A
	N/A
	671
	987
	1,144
	1,150
	619


The data regarding the procedures started before the Court of Arbitration of the Hungarian Chamber of Commerce and Industry are the followings:

	
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008 1st term

	Number of cases
	202
	255
	394
	590
	381
	1,417
	411
	264
	140


There are no statistics available on the number of small claims, settled cases, ombudsmen, special schemes, codes of business conduct, etc.
4.7
What restrictions apply to appeals?  Are appeal courts bound by the findings of fact at first instance?  What percentage of cases are appealed?  How do the costs of an appeal compare to first instance?

Under Hungarian law, not every order passed by the court of first instance may be appealed. Nevertheless, the orders that relate to legal costs may be challenged by the person affected. The court of second instance may order the court of first instance to recommence the proceedings if the evidencing procedure needs to be supplemented or completely repeated. The court of second instance may also amend the resolution of the first instance court in its own discretion. In both cases however, the court of second instance is not bound by the findings of fact determined by the court of first instance.
According to the Duties Act, the basis of the duty in civil proceedings for legal remedy is the value of the claim disputed. The rate of the duty is six (6) per cent of the duty base but at least a minimum of HUF 7,000 and a maximum of HUF 900,000. If the appeal is submitted against an order, the rate of the duty is 3% (three per cent) or a minimum of HUF 5,000 and a maximum of HUF 175,000.
In respect of proceedings for judicial review against judgments, the rate of the duty is six (6) per cent or a minimum of HUF 10,000 and a maximum of HUF 2,500,000. If the judicial review is submitted against an order, the rate of the duty is half of the duty payable for judicial review against judgments but a minimum of HUF 7,000 and a maximum of HUF 1,250,000.

If the value of the subject matter of the proceedings is not established, the basis for calculating the duty is:
(i) before the Metropolitan Court or any county court in appeal proceedings; HUF 200,000 in case of litigious proceedings or HUF 120,000 in non-litigious proceedings;
(ii) before Courts of Appeal; HUF 400,000 in litigious proceedings or HUF 300,000 in non-litigious proceedings; and
(iii) before the Supreme Court in appeal proceedings; HUF 500,000, in judicial review procedures HUF 600,000.

Although there are no official statistics relateing to the percentage of appealed cases however, an approximate figure can be calculated based on the data set out under clause 4.6. The sum of appeals before the county courts from 2000 until the first half of 2008 divided by the sum of the lawsuits started at first instance before local courts and labour courts from 2000 up to mid 2008 gives the average percentage of appeals in the period between 2000-2008; this is approximately 13,2 %. The percentage of appeals in legal proceedings started at first instance before the county courts and then appealed to the court of appeals since 2004 is approximately 21.2 %. In commercial cases, the percentage of appeal - of lawsuits initiated at first instance before the local courts - is approximately 20.1 %; the percentage of lawsuits initiated at first instance before the county courts and then appealed to the court of appeals in approximately 20,8%.
4.8
What reforms can be recommended?

According to the Civil Procedure Code the general rule is that losing party shall be obliged to pay the costs incurred by the winning party during the legal proceedings. However, the court practice is that the losing party is generally obliged to pay only 5% of the attorney's fees incurred by the winning party. It would be advisable to prescribe that judges should be obliged to order the losing party to pay the total amount of the attorney's fees effectively incurred on the winning party's side.
In order to reduce the costs it would be the benefit of the parties if the court could hold preparatory (procedural) hearings and that one session (more subsequent days) would be given for oral hearing instead of adjourning the hearings with long time-gaps between hearings.

Case Studies
We would like to highlight that the data detailed below contains approximate figures, as the length of the procedure and the costs arising during the evidencing proceedings may vary depending on various factors. We have considered only the base fees/costs that may result in the first instance proceedings.
	
	Duty
	Other costs
	Attorney's fee
	Total sum
	sum to be paid by the loser party

	Small claim
	6 % of the value of the subject matter, but at least HUF 7,000. In this case HUF 7,000 (that is approximately EUR 23).
	Before bringing the case to the ordinary court, the consumer dispute shall be presented to the arbitration board. The arbitration board may adopt decisions towards those business entities located within its territory that submitted themselves to its competence.
	Approximately EUR 2,200.
	Approximately EUR 2.223
	Approximately EUR 50

	Divorce
	Duty for the divorce claim: HUF 12,000
If the claimant requires the division of the common assets, then a separate duty shall be paid (the base for calculating the duty is the value of the assets claimed).


	If the parties reach an agreement on the division of the common assets, there is no need for the expert's procedure. 
	Approximately EUR 4,600.
	Approximately EUR 4,640
	In divorce cases, the court may decide in its own discretion which party should be obliged to pay the costs.

	RTA
	HUF 108,000 (approximately EUR 360)
	It is likely that the court would require an expert's opinion on the damages. Such costs may amount to EUR 2,000
If the insurer company intervenes in the proceedings, the costs incurred by it shall be reimbursed as well by the losing party.
	Approximately EUR 3,000.
	Approximately EUR 5,000
	Approximately EUR 2,660

	Employment
	Employees are exempt from paying the duty in advance (they have a right of prenotation of duties). The amount of the duty is to be paid at the end of the procedure generally by the losing party.
	All costs are to be advanced by the Hungarian State and borne generally by the losing party.
	In the case of representing the employee approximately EUR 4,000.

In case of representing the employer approximately EUR 10,000.
	Amount of the duty approximately EUR 2,500, altogether between EUR 6,500 and EUR 12,500 
	Approximately EUR 4,600

	Medical negligence
	In claims for damages cases, where damage was caused to the health of a person, that person is exempt from paying the duty in advance
	The amount of the duty is to be paid at the end of the procedure generally by the losing party.
It is likely that the court will require an expert's opinion on the damages caused to the health. Such costs may amount to EUR 2,000

If the insurer company intervenes in the proceedings, the costs incurred by it shall be reimbursed as well by the losing party.
	Approximately EUR 15,000.
	Duty: if the loss of working ability exceeds the 67%: EUR 1,005.

Accordingly, the total sum is approximately EUR 26,610 

	Approximately EUR 5,000

	Small company claim
	6 % of the value of the subject matter, therefore in this case HUF 144,000 (approximately EUR 480).
	N/A
	Approximately EUR 8,000.
	Approximately EUR 8,480
	Approximately EUR 1,500

	Large commercial case
	6 % of the value of the subject matter, but at maximum HUF 900,000. In this case HUF 900,000 (approximately EUR 3,000).
	It is likely that the court would require an expert's opinion on the machinery's deficiency. Such cost may amount to EUR 4,000
	Approximately EUR 300,000.
	Approximately EUR 307,000
	Approximately EUR 300,00

	Injunction – consumer
	HUF 2,200 (administrative proceeding)
	The costs of the onsite survey is approximately EUR 200
	Approximately EUR 1,000. 
	Approximately EUR 1,210
	Approximately EUR 200

	Injunction – commercial
	There is no separate duty for the interim injunction; the amount of the duty is 6 % of the value of the subject matter. If such value may not be determined, 6% of HUF 350,000, accordingly HUF 21,000 (that is approximately EUR 70).
	N/A
	Approximately EUR 6,000.
	Approximately EUR 6,070
	Approximately EUR 1,000
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