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REGULATION ON RESPONSIBILITY OF DIRECTORS BY THE NEW HUNGARIAN CIVIL CODE 

 

The new Hungarian Civil Code (“Ptk.”), which came into effect as of March 15, 2014, has essentially restructured 

the regulations on the responsibility of directors. 

 

By this newsletter we would like to draw our Partner’s attention to these modified regulations. 

 
I. Director 
 

 In scope of applicability of regulations on 

responsibility of directors, it is necessary to start 

with clarifying who is considered as a director. 

 

 Pursuant to the Ptk., one or more persons or 

rather their body, who perform the management 

duties of any legal entity (such as business 

associations, foundations, societies) shall be 

considered as directors. By this definition, the 

member authorized for management of a 

partnership association, the managing director of 

a limited liability company, the general manager 

and board members of a privately held share 

company, among others, are directors. However, 

in regard of applicability of regulations on 

responsibility, the procurist does not qualify as a 

director. 

 

II. Liability for damages of the director towards 
third (external) parties 

 

 According to the former regulations, the 

company was fundamentally liable for damage 

caused by the director towards the aggrieved 

party. This practically meant that companies 

undertook liability with their assets as a whole 

for the activity of their directors acting on behalf 

of the company. 

 

 The regulation above has significantly been 

aggravated by the Ptk. in point of directors, 

since according to the new regulations: if the 

executive official of a legal person damages a 

third party in connection with their legal 

relationship, the executive official shall be 

jointly and severally liable with the legal person 

to compensate the aggrieved party. 

 

 It needs to be highlighted that the new 

regulation expands this rule of liability to the 

directors of all legal entities, not only the 

directors of business associations are concerned. 

 

 Joint and several liability means that if someone 

suffers damage due to the unlawful conduct of a 

director, and the aggrieved party initiates a 

lawsuit for reimbursement, he can do so against 

the given legal entity and its director in the 

same rank. Accordingly, not only the company 

becomes suable, but the very director as well. 

Should the court render a condemnation, 

obliging the company and its director to 

reimburse the damage, then not only the assets 

as a whole of the company might be the subject 

of execution, but the assets of the director as 

well. 

 

 It is essential to emphasize that the newly 

implemented regulation of joint and several 

liability is applicable only in case of tort caused 

by the director. The new act does not hold the 

director responsible for damages caused by the 

legal entity (e. g. for claims for damages 

resulting from industrial accidents), nor is the 

director responsible for damages caused by 

breach of contract (such as defaulting or 

defective performance). 

 

III. Liability for damages caused by the director 
towards the legal entity 

 

 In such cases, the former regulations prescribed 

the application of general liability rules of civil 

law, which has been modified substantially by 

the Ptk. as the rules of liability for damages 

caused by breach of contract have been changed 

significantly. 

 

 Pursuant to the Ptk., in the course of his/her 

managing activities the director shall be liable 

for any damages caused for the legal entity in 

accordance with the rules on damages caused 

for a legal entity by breach of contract. 
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 The most important change in scope of liability 

for damages caused by breach of contract affects 

the possibility of exemption from liability. 

According to the former regulation, the 

tortfeasor was not held liable if he could prove 

his conduct being as would be generally 

expected in the given situation, his conduct not 

being chargeable. 

 

 The Ptk. stipulates far stricter conditions for 

exemption, as the tortfeasor is not held liable if 

he can prove that the breach of contract is due 

to a circumstance beyond his control 

unforeseeable at the contract date and that he 

cannot have been expected to avoid the 

circumstance or prevent the damage. 

 

 Another important change is that the Ptk. – 

compared to the former Civil Code – limits the 

extent of compensation. Namely, above the 

actual damage caused, any other damage that 

may be caused to the assets of the obligee as a 

consequence of the breach of contract, and any 

loss of profit are to be compensated to an extent 

that the obligee can prove that the damage as a 

consequence of the breach of contract was 

foreseeable at the contract date. 

 

 So, the Ptk. applies a triple line of requirements, 

which significantly encumbers the exemption 

from liability, while in lack of exemption, limits 

the extent of compensation. 

 

IV. Discharge of liability in case of business 
associations 

 
 In case of business associations, the legal 

institution of discharge of liability remains 

henceforward in the scope of demandable 

claims against the director (namely, the case 

shown in Section III above). The kernel of it is 

that if the highest body of the company (such as 

the member’s meeting, or shareholder’s 

meeting) accepts and approves the 

appropriateness of the business management 

activities, then the company may only lay 

claims for damages against that director on the 

basis of an infringement of the duties of 

business management if the facts or figures 

underlying the aforementioned acceptance and 

approval were false or incomplete. 

 

V. Summary 
 

 Summarized, it can be concluded that, by the 

coming into effect of the new Ptk., liability of 

directors towards third parties, as well as 

towards the company became significantly 

stricter, more detached. 

 

 There are two ways of defence against the 

increased extent of liability: the company may 

provide adequate guarantee for its director, 

should a third party enforce a claim against the 

company and its director, while the other option 

might be the managerial liability insurance 

policy, purchased to cover the director. 

 

*** 

 

The above summary is only intended for invoking attention and shall not in any case be considered as 

legal advice. Should you have any particular questions, please do not hesitate to contact the experts of our 

office. 
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