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Insolvency proceedings 1.

Formalistic approach of insolvency

Examination of 
insolvency

Non-performance of contractual payment obligations by the debtor becuase of the Covid-19 
epidemic, and initiating insolvency proceedings by the creditor.

Insolvency 3.

Insolvency 2.

Insolvency 1. 

Bankruptcy 
proceedings

In our understanding, insolvency against a debtor who fails to perform due 
to the Covid-19 pandemic may still be ordered, in cases, where the financial 
moratorium that is already ordered does not apply (see the next slide).
Since the concept of insolvency is not based on the examination of the 
assets/liabilities and/or cash flow of the debtor, but on the fact that the 
debtor has failed to perform his obligation to pay (Gfv.VII.30.504 / 2017/5.). 
In ultimate cases, in the absence of an appropriate rejection of the claim, 
the insolvency of the debtor may be ordered even in the case of an 
ungrounded civil law claim.

Yet, insolvency of the debtor cannot be ordered, if the claim of the creditor is 
rejected by the debtor within the provided deadline, even if the rejection 
turns out to be unjustified from a civil law point of view. The court rather 
investigates that deadlines and formalistic aspects are met, provided that 
the rejection is not unfounded at first sight.

Importance of the 
rejection of the creditor’s 

claim by the debtor
Contacts
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Extension of payment
deadline

Additional option in case of temporary 
cash-flow issues:

the court may, upon the request of the 
debtor, grant additional 45 days to pay 

the underlying debt by the debtor. 
The debtor may reclaim the underlying 

debts in civil litigations, as the fact of the 
payment does not constitute 

acknowledgment of the debt (e.g. the 
debtor failed to reject the claim in due 
course and wants to avoid insolvency, 
but the claim is not well-grounded from 

a civil law point of view).

Due to the economic impact of the Covid-19 
pandemic, a large number of companies may 
become or find themselves under the threat of 
becoming insolvent. And therefore, legislative 

intervention could be introduced.
Such intervention affecting the Act on Bankruptcy 

and Insolvency Proceedings or directly the 
proceedings, has not yet been made. 

Note that a general payment moratorium has 
already been granted by the Government 

Decree 47/2020 in connection with the payment 
of principal amounts, interests and other fees 

under credit, loan and financial lease 
agreements with lenders acting in a 

businesslike manner.

Legislative
intervention
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Expected trends ahead:

Impacts of the 
Covid-19 pandemic

on the economy
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Non-performance by debtors 
because of the Covid-19 
pandemic will become 
increasingly common.

Great increase in the number of insolvency 
proceedings, as the very aim of such proceedings 
are often to force the debtor to perform, instead of 

pushing the debtor into insolvency.

Examination of insolvency: it is based on 
the fact that the debtor fails to perform. 
But it shall not be ordered if the claim is 

contested by the debtor.

Stay of payment at the 
request of the debtor.

Considering the possibility of 
legislative intervention in the 
case of a mass of requests.

Failing to perform, or 
not performing in 

conformity with the 
contract

Insolvency 3.

Insolvency 2.

Insolvency 1. 

Bankruptcy 
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• Although the Act on Bankruptcy and Insolvency Proceedings refers to the possibility of 
bankruptcy proceedings as a primary option, there has been a small proportion of such 
proceedings in the recent years and even fewer successful composition agreements have been 
concluded.

• The relevant laws have been amended by the legislator several times, but no breakthrough 
against the dominance of insolvency proceedings has yet been reached in order to protect the 
otherwise viable companies that are struggling with temporary solvency difficulties.

• Due to the expected severe economic impacts of the Covid-19 pandemic, it is likely that a 
significant number of companies would try to take advantage of this opportunity in order that to 
avoid insolvecy proceedings and finally the termination of the company.

• At the same time, the willingness of creditors to reach a composition is questionable, as they are 
also likely to be in a difficult financial situation.
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