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SUMMARY

Land mattershave been always played important roleéhe Hungarian history not
economically only but emotionally as well.

After the World War Il the majority of agriculturldnd and other properties have been
nationalized and during the communist period bebnE#50-1990 the state remained the
main owner. Concerning agricultural land the comisiLstate forced individual farmers to
form large scale co-operatives and also establibigedtate owned farms.

At the beginning of 1990s, after political chandasge scale of land privatization was
achieved. As the result of land privatization, 7@Pagric land became private but 23% is still
state property.

A state organization the National Land Fund (NLEBpsvestablished in 2002 aiming to
manage and utilize the state owned agricultural Echieving the national land policy as
well.

The operation of NLF based on Act on NLF and otfrernment decrees. Although there
were some institutional and legal changes durieddht ten years, the role and activities of
NLF organization have been practically the same.

Main activities of the National Land Fund: providitand for family farms, improving land
leasing system, activating the land market, mampggricultural land, land consolidation,
land banking.
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1. INTRODUCTION

Land matters have been always played importantindlee Hungarian history not
economically only but emotionally as well thereftines paper mainly focus on state owned
agricultural land management.

After the World War Il the Hungarian sate natiomedl the large agric estates and the large
industrial, commercial properties and at the beigimof 50s. residential and other properties.
Before the communist era, between 1945- 1949, roathe agric lands have been allocated
to formerly landless agric workers and they bectand owners.

At the and of 1949 the communist party came intwgrowith Soviet pressure and assistant,
establishing the one party dictatorship and thernand economy. Although the majority of
agric land became state owned properties the consisiate forced the new, formerly
landless and other small farmers to form co-opezatand establishing large farms as well.
There was a strong resistance by the rural populatiut the state used all of his political and
physical power the achieve his aims. As the regfuibllectivization the rate of private
ownership on agric land was very small and theatitn remained till end of 80 s.

At the beginning of 90s, after the political and®eomic changes a large scale of land and
other properties privatization have been achiedsdhe result of land privatization 77%

of agricultural land became privately owned but 23%tl remained state property.

2. LEGAL AND INSTITUTIONAL BACKGROUND

During the last 22 years different state organimegiwere responsible to manage the state and
public land and other properties.

In 1990 the National Financial and Holding Comp&ARV Zrt.) was established to manage
different type of state owned assets and the Naitidonlding Board exercised the property
rights on all state assets according to law.

Because of the importance and sensitiveness afidignial land matters in Hungary, National
Land Fund (NLF), a new organization was establidhethe Act on National Land Fund in
January 1 2002. to manage the part of the natessdts consisting of agricultural and forest
land and land withdrawn from cultivation but sexyiihe use and cultivation of agricultural
and forest land. The owner’s rights belong to theister in charge of agriculture and rural
development, through assets manager organization.

With effect of January 1, 2008, a new Act on stagets was passed , which merged the
Organization of National Land Fund and the Natidfiahncial and Holding Company under
the name Hungarian State Holding Company (MNV Ziihis organization was the legal
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successor of the former state holding companiedtandifferent type of state owned assets-
groups managed by one state holding company.

In 2010 a new government came into power and thHepeent passed a new Act LXXXVII

of 2010. A new National Land Fund Management Oztion (NLFMO) was established
from September 1, 2010. The new NLFMO is a budgedeganization, not a legal successor,
but legal successor of the Hungarian State Hol@iagpany (MNV Zrt.) for the rights and
liabilities associated with the former National daffund.

3, THE ACTIVITIES of NATIONAL LAND FUND 2002-2010

Based on the Act on National Land Fund of 2002 @ntsidering the state land policy
directives, the Parliament passed a resolutiof®@22vith detailed land policy directives.

The most important directives were the follows:

- supporting the creation of rational land owner kamdl lease system

- stimulation and regulation of the land market

- promoting the acquisition of agricultural land neédor stock-raising farms

- maintaining the land lease concentration adjusteddmpetitiveness

- assisting the change of cultivation line

- providing preferential agricultural land for farméh special destination (education,
research or for penal authorities)

3.1 Asset management and utilization by the Natiohndand Fund

The NLF realized the state intervention, reguladiad influence implementing the content of
land policy directives according the following astse

a, NLF sold or leased agricultural land mandgethe organization with the aim of
influencing the proportion of the economy basedamled property and lease.

b, NLF leased agricultural lands through temdgor gave them into use free of charge or
with certain support, depending on type of utilizat

¢, NLF defined the standpoints of purchase wibeming its land assets (priority to
purchasing land parcels of poor quality, priordybiuying non cultivated parcels or those
inappropriate for economic cultivation becauseheirtsize and location, speeding up of
cancelling or closing down of existing lease cortsha

d, NLF defined the standpoints to be forcedméelling lands (e.g. enlargement of small
properties or reaching the economically justifiggber limit of the size in the case of a large
property or helping the first land acquisition afeer starting farmers)

e, NLF defined the conditions for keeping thizseled properties cultivated or just
sustaining their cultivated status until they aikzed through sale or land use.

f, NLF provided the contractual compulsoryiaétion through reservation of the right of
repurchase when selling agricultural land.

3.2 Special registration rules of agricultural landmanaged by NLF
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- The property inventory has to show all the reahtesbeing managed by NLF
separately, according to legal categories: agucalliands, forests, and areas
withdrawn from cultivation too. It is essentialkeep protected, reserve areas and also
areas planned to be protected and the area of &N20@0 within the inventory.

- The unified land registry system and land leasestegion ( with direct link to the
unified land registry) serve as a basis for the@erty inventory in case of forests, the
land registration system and the database of thiemMé Forest Data Archives serve
the same role.

- The NLF property inventory, in line with the aimsagro-statistical analysis, should
contain the data of the assets as a whole andntiat detailed data of the land
parcels as well. Among others: all registered sgfacts data of land parcels
registered in the unified land registry-name ofdber, leaseholder or trustee of the
land, forest- the starting date and duration ofitinel lease, use- the annual fee of the
lease, due time of payment and date of its fulBiitaeconomic information for
helping utilization( e.g. melioration, value addedestment, etc.)- proposal
concerning utilization-property price accordingotmok- restrictions to the ownership
rights in land or its use because of protectioaror other reason.

4. LEGAL BACKGROUND and ACTIVITIES of NATIONAL LAND FUND
MANAGEMENT ORGANIZATION (NLFMO) 2010-

A new organization National Land Fund ManagememjaDization was established in
2010 and started the operation from September 0.2fsed on the Act LXXXVII of
2010 on National Land Fund and government deciidessupervisory authority is the
Ministry of Rural Development. The NLFMO is a butkyy organization responsible to
create principles of land policy with legal-force.

The main activities of NLFMO are land leasing, cant of assets management, sale, land
swap and also involvement in land consolidation land banking activities. The main
rules of utilization (sale, leasing, etc.) basedapen public tenders or auction.

The NLFMO is not authorized to utilize (sale, leaste.) land bigger then 100 ha or the
value is more then 100 million HUF( 350 thousand=tUn this case the Land Policy
Council (governmental) decides about the utilizaté land.

The important government decrees:

- on land assets register and land management of NLF
- on land program for social purpose

- on state pre-emption right

NLFMO is not an authority, representing the Hungarbtate in National Land Fund
associated relationships subject to Civil Code.

4.1 National Land Fund, Land assets, some figuresd facts

Currently the area of the land assets is 1,82anilliectares, number of parcels 180 907, 23%
of the total agricultural and forest land in Hungar
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Type of cultivation area registered valudliim HUF)

Agricultural land 49% 880 000 ha 250
Forest land 50% 922 080 h 346
non cultivated 1% 21 0G0 7
Total 100 % 1 823 0G0 603 billion HUF (3 billidBUR)

There are 15 000 contracts of land managementdimguabout 8000 land leasing contracts.
4.2 Purpose of National Land Fund, principles of lad policy

The income of NLFMO, generated by utilization aitstland, must be used for purchasing
land and implementation of land policy directives.

There are many purpose of the NLF
- providing land for family farms, animal husbandry
- improving land ownership and land leasing system
- influence on land prices and land leasing fees
- activating the land market (sale and leasing)
- acting against land speculation (EU derogation)
- managing agricultural land less suitable for caltion
- keeping high value plantations in cultivation
- cultivation of special purpose (research, genervesg
- land consolidation

4.3 Tools for NLFMO activities

There are many tools, legal and professional, ablElfor NLFMO to achieve its goals and
implement state land policy.

Many laws, government decrees support the actvafeNLFMO. Voluntary land swap for
land consolidation purposes is possible based@hdhd Act. The state has pre-emption
right for purchasing agricultural land . Publicden for land leasing is needed not for
cultivated land only but also land, less suitabledultivation.

There are many professional tools, including lagldted data as well, supporting the
achievement of the state land policy. Although¢hemo land consolidation law in Hungary,
small scale land consolidation is possible, likedlawap, land merging, etc., according to
Land Act of 1994.

Land banking activities for land consolidation dadd market purposes are also important
professional tools of NLFMO .

4.3.1 Data resources
Using reliable, up-to date land related legal arghping data for NLFMO activities is

essential. The Land administration institutionsfatly operational since long time and they
can provide up-to date digital and analogue datbodiner services
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Land offices, the institutions of the Unified LaRegistry system, are the main provider of
data. They provide the legal (ownership, mortgagstrictions, easements, etc) and digital
cadastral map data. Land offices are also resplerfsibthe land lease registration including
the name of land users and other information. Llaade registration has direct link to the
unified land registry with the unique identifierafigel number). Land lease information are
also essential for NLFMO activities.

The other important data source is the Institit@eodesy Cartography and Remote Sensing
(FOMI). Besides of digital cadastral map informati&@OMI is the supplier of topographic
map, GIS data and different productions of remetesig.

The NLFMO also use the data of Registry of Farnkingerprises (legal and non legal
entities/corporate farms, family farmers, othenfars).

NFLMO has its own assets-register of National L&ndd including land tenure contracts
and financial data.

Statistical data, data from research institutesals® useful and help for NFLMO activities.

4.4 Other activities
4.4.1 Land consolidation activities in Hungary

There is no general land consolidation law indtwent Hungarian legislation. The Land Act
passed in 1994, however provides the opportunityobfntary land swap, with state support,
aiming land consolidation. These activities haverbeanaged by the territorially competent
district land offices institutions of the Unifiechhd Registry System in Hungary. Few years
ago there were some hundred applications annwiltystate financial support but because
of the economic crisis and other reasons therdassainterest in land consolidation.

Rural population has still bad memories concertangl consolidation due to the
collectivization of agricultural land, called lardnsolidation, in the communist era.

From the year 2008, considering the EU rules, ewamyer is entitled to financial support of
purchasing agricultural land for merging scattdesd parcels, a special ministerial decree
specifies its conditions and legal procedures.

After the EU derogation on agricultural land is owre2014, a new Land Act is needed to
regulate the land market harmonizing with EU lavg Turrent government plans to issue a
new Land Act before 2014. A new general land cadatbn law is also a need to improve
the activity of land market but | don’t think thiawill be in the government program before
2015.

4.4.2 Purchasing agricultural land for life anguit

The former National Land Fund organization annodrtbés program in three turns, based on
a governmental resolution in 2004. NLF had a spelcity of partly social provision, to
purchase and utilize agricultural lands owned loly mtired people, against life annuity
within the framework of the program called “Purangsagricultural land for life annuity”.

NLF has bought agricultural land from more thar0O09 owners covering more than 54 000
hectares. The annuitants’ average age was 69.8 gadrthe average sum of the monthly
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payment is 31,4 thousand HUF (120 EURO). Accordiingalculations the total sum of life
annuity to be paid to the beneficiaries is abouit hilion HUF (350 million EUR).

The NLF advertised the purchased land for saleutiirdendering and auctions.

In 2007 NLF completed the selling from which th@yahced the payments for life annuity.
About 53 000 hectares have been sold resulting in@me of 22 billion HUF (80 million
EUR).

5. LAND MARKET ISSUE

One of the aims of the National Land Fund Manager@eganization to influence and
improve the activities of the agricultural land ketr Currently the land market is not so
active in Hungary comparing to western EU coustrigccording to Land Act 1994, neither
foreign citizens, nor legal entities are not allovte buy agricultural land . This restriction is
against EU laws, but at the EU accession in 2Bldhgary received derogation till 2012 and
now extended to May 2014.

Land ownership and land use frequently separatétlimgary. The land ownership is
fragmented but the land use is consolidated. Mgjofithe land are cultivated under leasing
contracts (private, state) and there is a condidedifference between private and state land
leasing fees on market. Land prices are still Venyin Hungary , increasing land prices is
expected after EU derogation.

5.1 Land market in the near future in Hungary

State ownership on land remains the same espeoraligrest and national game reserves and
the state also wants to influence land marketzutd state owned land. In mid term the
majority of agricultural land remain in tenancy there will be stronger competition on land
leasing market.

After EU derogation, because of the sensitivenétand matters, changes in land policy is
expected but land remains national interest and penticy principles stay in effect. | am sure

a new land law will regulate the land purchased@ions of foreign citizens.

The free land market will force decision makerssgue a land consolidation law in order to
accelerate land market and increase land priceekhs

The food safety, both quantity and quality, willinere and more important issue world wide.
The agriculture and the agricultural product grewing importance in Hungary politically
and economically as well. Hungary has excellentvgrg conditions and there are increasing
home and international demands for Hungarian aljui@l products, resulting a growing
contribution of the agriculture to the home GDP.
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