
New Amendment Prevents 
Contractors from Blocking 
Occupancy Permit 

 

The handover of a site is an essential element at 

both the beginning and end of a construction 

project. Since it substantially affects the rights, 

obligations and liabilities of the parties, the 

handover procedure is regulated in detail by the 

relevant law. However, the particular regulation 

often provides further opportunities for the par-

ties to abuse their positions and put pressure on 

each other to enforce payment or other claims. 

Section 40(1)(g) of Government Decree No. 

312/2012 was one such rule until it was revoked 

by Government Decree No. 244/2019. Until its 

revocation, contractors had the right to block 

occupancy permits from being obtained by deny-

ing the confirmation of the handover in the con-

struction log. As this right was often abused, the 

government revoked the rule with effect from 24 

October 2019. With this amendment, the risk to 

which principals are exposed concerning the 

handover procedure has been significantly re-

duced, while contractors have lost a substantial 

instrument to enforce payment. 

The handover of a site is material as it signifies 

both the beginning and completion of construc-

tion and thus substantially affects the position of 

the parties. Until the principal hands the site 

over in proper condition, the contractor is enti-

tled to refuse to carry out any work, and the 

delay arising from such rightful refusal does not 

qualify as a breach of contract. This implies that 

the construction period is automatically extend-

ed by the period of the principal’s delay, and the 

costs arising from the prolongation of the project 

must be borne and compensated by the princi-

pal.  

A contractor’s performance starts with the take-

over of the site from the principal and its perfor-

mance is deemed to have been completed upon 

the handover of the site to the principal. After the 

handover procedure, the contractor is not liable 

for any further delay to its main obligation, and 

warranty and guarantee periods start from this 

time, as does the principal’s occupancy and use 

of the property. 

Since a contractor’s main obligation is deemed 

to be fulfilled at the time of the handover proce-

dure, it has an interest in carrying out the proce-

dure as soon as possible, while delaying the 

start of the handover procedure can be a strong 

instrument that allows the principal to enforce its 

claims more effectively than during the warranty 

period. Accordingly, principals often abuse their 

position by refusing to carry out the handover 

procedure without having a legitimate reason for 

refusing to do so. In order to reduce the risks for 

contractors in connection with acceptance of 

construction works, the Hungarian Civil Code 

sets certain limits in this regard under Section 

6:247, which are as follows: (1) a contractor is 

deemed to have performed in due time if the 

handover procedure begins within the contract-

ed delivery period; (2) acceptance may not be 

refused on the grounds of any defect that does 

not prevent use of the project for the purpose 

intended; (3) if the principal fails to carry out the 

handover procedure, the legal effects of perfor-

mance take effect upon the actual transfer of 

possession. 

On the other hand, principals usually also have 

an interest in the prompt completion of the 

handover because, in line with Section 5:5(3) of 
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the HCC, they cannot use the building and the 

contractor is entitled to the protection of its pos-

sessions against the principal until the proce-

dure is completed. 

 A principal can start using a building after it has 

obtained an occupancy permit for it, which also 

requires the completion of the handover 

procedure. Before 24 October 2019, it was not 

enough to hand the site over; under Section 

40(1)(g) of Government Decree No. 312/2012, 

the handover also had to be registered in the 

construction log and confirmed by the contractor 

as a condition for the occupancy permit. In 

practice, this meant that contractors had a right 

to block the issuing of occupancy permits and it 

was a rather effective tool in the enforcement of 

payment and other claims against principals, 

together with statutory liens regulated under the 

Section 6:246 of the HCC. (According to this 

provision, a contractor is entitled to a statutory 

lien, up to the contract price and expenses, on 

movables that the principal acquires as a 

consequence of the works contract.) 

The preamble to Government Decree No. 

244/2019 argues that the amendment was nec-

essary due to this provision being widely 

abused. While the modification deprives contrac-

tors of a substantial instrument to enforce their 

claims, it must be borne in mind that there are 

several other effective legal instruments for this 

purpose, such as the aforementioned statutory 

lien, construction trustees and bank guarantees. 

 

Authors: 

András Fenyőházi, Bence Rajkai 

 

 

 

 

For more information 

András Fenyőházi 

Head of Construction Team – Hungary 

andras.fenyohazi@cerhahempel.hu 

Tel: +36 1 457 80 40 

 
 
 

 

Media owner and publisher: CERHA HEMPEL Rechtsanwälte GmbH, Parkring 2, A-1010 Vienna | Tel: +43 1 514 350 Fax: +43 1 514 35 35 | 
email: office@cerhahempel.com | Although this newsletter was created with the greatest of care, we nevertheless do not accept any 
responsibility whatsoever for its content being correct, complete or up to date | Visit us at www.cerhahempel.com |  
CERHA HEMPEL   Austria  Belarus  Bulgaria  Czech Republic  Hungary  Romania  Slovak Republic 

CERHA HEMPEL 
CEE NEWSLETTER 
Hungary 

http://www.cerhahempel.com/

