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ASSIGNMENT, ASSUMPTION AND AMENDMENT AGREEMENT

between 

HUNGARY
and

EUROPEAN INVESTMENT BANK 

and 

MUNICIPALITY OF BUDAPEST
</>, </>, 2013

THIS AGREEMENT IS MADE BETWEEN: 

	Hungary, represented by [ ], having his office at Budapest, Ministry of National Economy, József nádor tér 2-4, H-1051 Hungary 
	

(“Hungary”) 


of the first part, and

	The European Investment Bank having its seat at 98-100 blvd Konrad Adenauer, Luxembourg, L-2950 Luxembourg, represented by [ ]
	
(the ‘‘Bank’’ or “EIB”)


of the second part and 

	The Municipality of Budapest, [ ], represented by [ ]
of the third part

	
(“Budapest”)




together, the “Parties” and each individually a “Party”
WHEREAS :

1. The Bank and Budapest have entered into a finance contract on 31 March 2006 (hereafter the “Finance Contract”). Pursuant to the Finance Contract the Bank has agreed to provide Budapest with a credit in the amount of up to 
EUR 36,800,000 (thirty-six million eight hundred thousand euro) to be used exclusively for the purpose of financing part of the costs of the Project (as defined in the Finance Contract).  

2. According to Act CLIV 2011 on “the consolidation of counties and the takeover of county institutions and certain health institutions of the Municipality of Budapest” (hereafter, the “Act”), effective as of 30 December 2011, the Hungarian State, by operation of law, takes over the assets and rights – and, in return, also the liabilities and obligations - of county municipalities and, in addition to this, of health institutions maintained by the Municipality of Budapest (such institutions being listed in an annex to the Act). The debt obligations under the Finance Contract of such health institutions were assumed by Hungary on 30 December 2011.
3. The Project concerns investments by Budapest in four (4) hospitals operating in the territory of Budapest. Three out of these hospitals, namely (i) the Szent Imre Hospital; (ii) the Bajcsy-Zsilinszky Hospital; and (iii) the Uzsoki Hospital (all together hereinafter the “State Hospitals”) are affected by the Act and, therefore, have, by force of law, become owned by the Hungarian State.
4. Hungary and Budapest have requested the Bank to amend the Finance Contract to reflect the events described in 2 and 3 above.
5. The Bank has decided to accept and give effect to the request described in Recital 4 above, in accordance with its preliminary acceptance letter dated 23 December 2011. 
6. Based on the above, Hungary and Budapest agreed on the assumption of debt obligations under the Finance Contract related to the State Hospitals on 28 December 2011.

7. On 22 September 1997, Hungary and the Bank have signed a Framework Agreement governing the Bank’s activities in Hungary (the “Framework Agreement”) which will be in full force and effect throughout the life of this Contract, and the Project falls within the scope of the Framework Agreement. Hungary confirms the Bank’s preferred creditor status as an international financial institution.
8. Execution of this agreement (hereinafter referred to as the "Agreement") by Hungary and Budapest has been duly authorized on the terms set out in Annex I.

NOW THEREFORE it is hereby agreed as follows :
ARTICLE 1

The Finance Contract; Definitions

Hungary declares that it is well acquainted with the terms, conditions and Articles of the Finance Contract, a copy of which, as signed by the parties thereto, is attached hereto in Annex II.

Terms defined in the Finance Contract shall have the same meaning in this Agreement, unless the content indicate otherwise.
For the purposes of this Agreement and the Finance Contract:

“EUR” or “euro” means the lawful currency of the Member States of the European Union which from time to time adopt it as their currency in accordance with the relevant provisions of the Treaty on European Union and the Treaty on the functioning of the European Union of their succeeding treaties.

“GBP” means the lawful currency of the United Kingdom.

“HUF” means the lawful currency of Hungary.

“USD” means the lawful currency of the United States of America.

ARTICLE 2

Assignment and Assumption

The Parties to this Agreement:
(a) 
acknowledge that under the Finance Contract, as of the date of this Agreement, the Bank disbursed to Budapest in total EUR 30,500,000.
(b) 
acknowledge that the Bank cancelled in accordance with the Finance Contract the undisbursed part of the Credit, in an amount of EUR 6,300,000.

(c)
acknowledge that the part of the outstanding amount of the Loan in the amount of EUR 28,027,432 has been used by Budapest in accordance with the Project to make financial investments related to the State Hospitals. 

(d)
acknowledge that the part of the outstanding amount of the Loan in the amount of EUR 2,472,568 has been used by Budapest in accordance with the Project to make financial investments related to the Csepel Outpatient Clinic.

The rights and obligations of Budapest, as well as any future rights and obligations, under the Finance Contract relating to the financing of the State Hospitals transferred to Hungary as of 30 December 2011 (the “Effective Date”). Budapest shall retain all its rights and obligations under the whole of the Finance Contract in relation to the period up to the Effective Date.

Hungary has fully acquired and assumed Budapest’s rights and obligations under the Finance Contract relating to the State Hospitals and therewith, becomes debtor under the Finance Contract in relation to the Loan associated with the State Hospitals, as detailed in (c) above. Hungary  undertakes that it shall be bound by the terms of the Finance Contract (as amended by this Agreement, in particular in Article 4 below) as of the Effective Date. Obligations of Hungary under the Finance Contract include, but are not limited to, the repayment of the current outstanding principal amount under the Finance Contract, in an amount of EUR 28,027,432 as well as the related interest and indemnities and all other payment obligations, if any, and the fulfilment of the Project related obligations in relation to the State Hospitals. 
The Parties agree that EIB will deliver to Hungary and Budapest an updated confirmation within the meaning of Article 2.04 of the Finance Contract, including, inter alia, an amortisation table applicable for Hungary and Budapest, respectively.
Budapest shall continue to be bound by the terms of the Finance Contract in relation to the Csepel Outpatient Clinic and the part of the Loan referred to in (d) above. Obligations of Budapest under the Finance Contract include, but are not limited to, the repayment of the current outstanding principal amount under the Finance Contract, in an amount of EUR 2,472,568 as well as the related interest and indemnities and all other payment obligations, if any, and the fulfilment of the Project related obligations in relation to the Csepel Outpatient Clinic.

Subject to Article 4 of this Agreement, all rights and obligations under the Finance Contract relating to the State Hospitals and the Bank’s financing connected therewith which have not automatically transferred to Hungary are transferred by this Agreement as of the date hereof.
ARTICLE 3
Confirmation Date

This Agreement shall be subject to the condition that the Bank confirms to Hungary and Budapest, that as of the date of such confirmation the Bank has received to its satisfaction: 

(a)
a favourable legal opinion in English, issued by the Ministry of Public Administration and Justice of Hungary on the due execution of this Agreement by Hungary as well as evidence that all necessary consents, authorisations, licences, approvals, handover protocols and other documents have been acquired, completed or provided by Hungary for this transaction to be valid and binding and enforceable; and

(b)
a favourable legal opinion in English, issued by a legal adviser to Budapest on the same terms as set out in (a) above, in relation to Budapest.
ARTICLE 4

Amendments to the Finance Contract in relation to Hungary as Borrower
4.1
Reference to Borrower
The Parties herewith agree that whenever the word “Borrower” is referred to in the Finance Contract, in relation to the State Hospitals and the related rights and obligations, as well as the amount payable by Hungary to the Bank as indicated in Article 2 (c) above, it shall be understood that the Borrower is Hungary, whereas in relation to the Csepel Outpatient Clinic and the related rights and obligations and the amount payable by Budapest to the Bank as indicated in Article 2 (d) above, it shall be understood that the Borrower continues to be Budapest.
4.2
Articles not applicable for Hungary
The Parties hereby agree that the following Articles of the Finance Contract (including, for the avoidance of doubt, any references made to such articles) will not apply for Hungary: 
Article 4.03(A) (4) (Disposal of Assets), Article 6.08 (Accounting), 6.09 (Financial covenants), 7.01 (Cash collateral and Substitution with Guarantee), 7.03 (Relative position of creditors); Article 10.01A(iv).
4.3
Amended Articles applicable for Hungary
The following Articles shall be amended to the extent that Hungary is Borrower under the Finance Contract:

4.3.1Article 4.03(A)(2) shall read, in relation to Hungary as Borrower as follows: 

4.03A (2) PARI PASSU TO NON-EIB FINANCING

If the Borrower voluntarily prepays a part or the whole of any other loan, or any other Financial Indebtedness, originally granted to it for a term of more than five years and with outstanding principal greater than EUR 25,000,000 or the equivalent thereof (hereinafter a “Term Loan”) otherwise than out of the proceeds of a new loan having a term at least equal to the unexpired term of the loan prepaid, the Bank may, by notice in writing to the Borrower, cancel the Credit or demand prepayment of the Loan in such proportion as the repaid amount of the Term Loan bears to the aggregate outstanding amount of all Term Loans. 

The Bank shall address its notice to the Borrower within 30 days of receipt of notice under Article 8.02 (b) (i) and/or 8.02 (b) (ii). 

For the purpose of this Contract, “Financial Indebtedness” shall mean any indebtedness for or in respect of:

(i) moneys borrowed;

(ii) any amount raised by acceptance under any acceptance credit facility;

(iii) any amount raised pursuant to any note purchase facility or the issue of bonds, notes, debentures or similar instrument;

(iv) the amount of any liability in respect of any lease or hire purchase contract which would, in accordance with generally accepted accounting principles in Hungary, be treated as a finance or capital lease;

(v) receivables sold or discounted (other than any receivables if and to the extent they are sold on a non-recourse basis);

(vi) any amount raised under any other transaction (including any forward sale or purchase agreement) having the commercial effect of a borrowing;

(vii) any derivative transaction entered into in connection with protection against or benefit from fluctuation in any rate or price (and, when calculating the value of any derivative transaction, only the marked to market value shall be taken into account);

(viii) any counter-indemnity obligation in respect of a guarantee, indemnity, bond, standby or documentary letter of credit or any other instrument issued by a bank or financial institution; and

(ix) (without double counting) the amount of any liability in respect of any guarantee or indemnity for any of the items referred to in paragraphs (i) to (vii) above.

Where the Borrower has a number of transactions falling under paragraph (vii) with a single counterparty under a single master agreement which provides for netting of payments and which is enforceable both in Hungary and in the jurisdiction of the counterparty, the amount of Financial Indebtedness to be counted towards the threshold in Article 10.01A (c) shall be the net amount of the marked to market valuations of the relevant transactions at the relevant time.
4.3.2
Article 7.02 shall read, in relation to Hungary as Borrower, as follows : 
7.02 ADDITIONAL SECURITY
If the Borrower grants, creates or permits to subsist any security over any of its International Monetary Assets or over any other assets of the Borrower in respect of External Indebtedness of the Borrower other than a Permitted Encumbrance, the Borrower shall so inform the Bank and shall, if so required by the Bank, provide to the Bank equivalent security for the performance of its obligations hereunder. 

        
In this Contract:

"External Indebtedness" means all Financial Indebtedness which is denominated or payable (or, at the option of the payee, creditor or holder thereof, may be payable) in a Foreign Currency and which is raised or issued outside Hungary.

"Foreign Currency" means any currency other than the lawful currency of Hungary.

"International Monetary Assets" means all:

(i)
official holdings of gold;

(ii)
SDRs (Special Drawing Rights);

(iii)
Reserve Positions in the Fund; and

(iv)
Foreign Exchange,

in each case which are owned, controlled or held, directly or indirectly, by Hungary.

For the purposes of this definition, the terms "SDR", "Reserve Positions in the Fund" and "Foreign Exchange" have, as to the type of assets included, the meanings given to them in the latest version of the IMF's publication entitled "International Financial Statistics" or such other meanings as shall be adopted by the IMF from time to time.

"Permitted Encumbrance" means:

(i) any security arising in the course of ordinary commercial banking transactions in relation to margin, collateral or other similar requirements in respect of precious metal, swaps or other derivative transactions;

(ii) any security arising by operation of law;

(iii) any security upon an asset incurred solely for the purpose of financing the acquisition of such asset;

(iv) any security existing on an asset at the time of its acquisition;

(v) any renewal or extension of any security of the kind described in paragraph (i) to (iv) above; 

(vi) any security arising in relation to a sale and purchase agreement entered into by the Borrower including, but not limited to, any retention of title arrangement (or similar arrangement);

(vii) any other security created with the prior written consent of the Bank, acting reasonably; and

(viii) in addition to the security described in paragraphs (i) to (vi) above, security over property, revenues or assets having an aggregate market value of up to EUR 25,000,000 or its equivalent in other currencies.

4.3.3.
Article 8.02 shall read, in relation to Hungary as Borrower, as follows: 
8.02
INFORMATION CONCERNING THE BORROWER
The Borrower shall:

(a)
ensure that its accounting records fully reflect the operations relating to the financing, execution and operation of the Project; and

(b)
inform the Bank immediately of:

(i)
any fact which obliges it to prepay any Term Loan or any EU funding; 

(ii)
any event or decision that constitutes or may result in the events described in Article 4.03A;

(iii)
any intention on its part to relinquish ownership of any material component of the Project; 

(iv)
any fact or event that is reasonably likely to prevent the substantial fulfilment of any obligation of the Borrower under this Contract;

(v)
any event listed in Article 10.01 having occurred or being threatened or anticipated; or

(vi)
any intention on its part to grant any Security that would entitle the Bank to require equivalent Security pursuant to Article 7.02.
4.3.4
Article 10.01A shall read, in relation to Hungary as Borrower, as follows: 
10.01A
IMMEDIATE DEMAND
The Bank may make such demand immediately:
(a) if the Borrower does not pay on the due date any amount payable pursuant to this Contract at the place and in the currency in which it is expressed to be payable, unless (i) its failure to pay is caused by an administrative or technical error or a Disruption Event and (ii) payment is made within 3 Business Days of its due date; or

(b) if any information or document given to the Bank by or on behalf of the Borrower or any representation or statement made or deemed to be made by the Borrower in application of this Contract or in connection with the negotiation or performance of this Contract is or proves to have been incorrect, incomplete or misleading in any material respect; or
(c) if, following any default in relation thereto, the Borrower is required or will, following expiry of any applicable contractual grace period, be required to prepay, discharge, close out or terminate ahead of maturity any Financial Indebtedness or any commitment for any Financial Indebtedness is cancelled or suspended which is in an aggregate principal amount in excess of EUR 25 million or equivalent; or

(d) if the Borrower is unable to pay its debts as they fall due, or suspends its debts, or makes or, without prior written notice to the Bank, seeks to make a composition with its creditors; or
(e) if the Borrower defaults in the performance of any material obligation in respect of any other loan granted by the Bank or financial instrument entered into with the Bank; or
(f) if the Borrower defaults in the performance of any material obligation in respect of any other loan or grant made to it from the resources of the Bank; or
(g) if it is or becomes unlawful for the Borrower to perform any of its obligations under this Contract or this Contract is not effective in accordance with its terms or is alleged by the Borrower to be ineffective in accordance with its terms; or
(h) if a Material Adverse Effect occurs as compared with the Borrower’s condition at the date of this Contract.
For the purposes of this Article 10.01A, 

“Disruption Event” means either or both of:

(a)
a material disruption to those payment or communications systems or to those financial markets which are, in each case, required to operate in order for payments to be made in connection with this Contract; or
(b)
the occurrence of any other event which results in a disruption (of a technical or systems-related nature) to the treasury or payments operations of either the Bank or the Borrower, preventing that party:

(i)
from performing its payment obligations under this Contract; or

(ii)
from communicating with other parties,

and which disruption (in either such case as per (a) or (b) above) is not caused by, and is beyond the control of, the party whose operations are disrupted.

“Material Adverse Effect” means: condition, which, in the reasonable opinion of the Bank has a material adverse effect on:

(a)
the ability of the Borrower to perform any of its obligations under this Contract; 

(b)
the operations, property, condition (financial or otherwise) or prospects of the Borrower; or 

(c)
the validity or enforceability of, or the effectiveness or ranking of, or the value of any security granted to the Bank, or the rights or remedies of the Bank under this Contract.

ARTICLE 5
Law and Jurisdiction

5.01
Law
This Agreement and its formation, construction and validity shall be governed by the law of the Grand Duchy of Luxembourg.

5.02
Jurisdiction
The parties hereto submit to the exclusive jurisdiction of the Court of Justice of the European Union (hereinafter called the “Court”) and all disputes concerning this Agreement shall be submitted to such Court.

5.03
Place of performance

Unless otherwise specifically agreed by the Bank in writing, the place of performance under this Agreement shall be the seat of the Bank.

ARTICLE 6
Final Clauses

6.01
Notices 
Notices and other communications given hereunder by one party to this Agreement to the other shall be sent to its respective address set out below, or to such other address as it shall have previously notified to the former in writing as its new address for such purpose:
	For the Borrower:
	Ministry for National Economy

Deputy State Secretary in charge of international financial affairs

József Nádor tér 2-4, 

H-1051 Budapest

Hungary


	copy to: 
	For Project implementation and progress matters: 

National Institute for Quality- and Organizational Development in Healthcare and Medicines
Director General
Dios arok 3
H-1125 Budapest

For financial matters (notifications of disbursements etc.):

Government Debt Management Agency Private Company Limited by Shares 

Capital Markets Department

Csalogány utca 9-11

H-1027 Budapest


	For the Bank
	Attention: Ops A

98-100 boulevard Konrad Adenauer

L-2950 Luxembourg


	For Budapest
	Municipality of Budapest

Financial Department 

Városház u. 9-11.

H-1052 Budapest



6.02
Form of Notice
Any notice or other communication given under this Agreement must be in writing.

Notices and other communications, for which fixed periods are laid down in this Agreement or which themselves fix periods binding on the addressee, may be made by hand delivery, registered letter or facsimile. Such notices and communications shall be deemed to have been received by the other party on the date of delivery in relation to a hand-delivered or registered letter or on receipt of transmission in relation to a facsimile.

Other notices and communications may be made by hand delivery, registered letter or facsimile or, to the extent agreed by the parties by written agreement, by email or other electronic communication.

Without affecting the validity of any notice delivered by facsimile according to the paragraphs above, a copy of each notice delivered by facsimile shall also be sent by letter to the relevant party on the next following Business Day at the latest.

Notices issued by Hungary and/or Budapest pursuant to any provision of this Agreement shall, where required by the Bank, be delivered to the Bank together with satisfactory evidence of the authority of the person or persons authorised to sign such notice on behalf of Hungary and/or Budapest and the authenticated specimen signature of such person or persons.

6.03
Recitals, Annexes and Schedule
The Recitals and Annexes form part of this Agreement.

Annex I - Authority of Signatory of Hungary and Budapest
Annex II - copy of the signed Finance Contract 
IN WITNESS WHEREOF the parties hereto have caused this Agreement to be executed in four originals in the English language.  

This Agreement has been initialled by ● on behalf of Hungary, by ● on behalf of the Bank and by ● on behalf of Budapest.

	Signed for and on behalf of

HUNGARY
this    day of ● at Budapest

	Signed for and on behalf of

EUROPEAN INVESTMENT BANK

this    day of ●  at Luxembourg

	Signed for and on behalf of

Budapest
this    day of ● at Budapest
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