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This publication was created for the international conference of the European
Council for Rural Law (CEDR) to be held every two years. It was organised in this year
between 21 and 23 September in Lille, France. The scientific work was done in three
commissions, and we represented Hungary in Commission 1I, where two questions
were in the focus, namely that which national provisions promote the competitiveness
of national agriculture, and which national provisions reduce it. In the suggested topics
we examined the followings by answering the questions: legal provisions on land and
property, legal regulation of product marketing, tax law provisions, legal provisions
concerning the farm operator, rules concerning agricultural workers, prescriptions
concerning the agricultural holding, and water management regulation from the
environmental provisions.

1. Legal requirements of land and property’

a. Access to land (rental forms, property rights...)

b. Access to production (e.g. quotas) and exploitation rights (e.g. administrative
controls)

7. Legal regulation of product sales

a. Marks of quality

In the first part of our national report, besides the access to land and
production,? we are going to report how the different marks promote the
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2 Hungarian Agricultural law, Constitutional law and European law literature prepared for
analysing land sales: Alvincz Jézsef: A foldigyi szabalyozas téves értelmezése, avagy hiteltelen
irds a Hitelben, Hite/, 2013/6, 111-121.; Andréka Tamis — Horvath Akos — Olajos Istvan:
A foldforgalmi jogalkotds és jogalkalmazas végrehajtasa kapcsan felmerilt jogi problémak
elemzése, Magyar Jog, 2017/7-8; Anka Mérton Tibor: Egymis ellen haté kodifikicidk (Polgari
Torvénykonyv és foldforgalom), Gagdasig és jog, 2015/10, 13-19.; Béanyai Krisztina:
A zsebszerzédések tigyészi szemmel, Uj Magyar Kizigazgatis, 2014/1, 62-71.; Banyai Krisztina:
A zsebszerz6désekrdl a jogi koérnyezet valtozasainak tikrében, in: Stipta Istvan (edit.): Studia
Turisprudentiae Doctorandorum Miskolciensinm = Miskolci Doktoranduszok Jogtndomany: 'Tanulmdinyai,
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Tomus 13. Miskole, Gazdasz Elasztik Kft., 2014, 7-33.; Banyai Krisztina: A fdldszerzés
kotlatozasanak elméleti és gyakotlati kérdései Magyarorszagon, Agrir- és Kimyezetjog, 2016/20,
16-27.; Banyai Krisztina: A magyar mezdgazdasagi fold tulajdoni és haszndlati forgalmanafk jogi korldtai és
azok kijitszdsa, PhD-Ertekezés, Miskolc, Miskolci Egyetem, 2016; Bobvos Pal: A terméfoldre
vonatkozé elévasarlasi jog szabalyozasa, Acta Universitatis Szegediensis Acta Juridica et Politica,
2004/3, 1-25.; Bobvos Pal — Hegyes Péter: Fildjogi szabalyozdsok, Szeged, JATEPress, 2014;
Bobvos Pal — Hegyes Péter: A fildforgalom és fildhasindlat alapintézményei, Szeged, SZTE AJK —
JATE Press, 2015; Bobvos Pal — Farkas Csamangé Erika — Hegyes Péter — Jani Péter: A mez6-
és erd6gazdasagi foldek alapjogi védelme, in: Balogh Elemér (edit.): Szamadas az Alaptirvényrdl,
Budapest, Magyar Kozlony Lap- és Konyvkiado, 2016, 31-40.; Burgerné Gimes Anna:
Foldhasznalati és foldbirtok-politika az Eurdpai Unidban és néhany csatlakozd orszagba,
Kizgazdasigi Szemle, 2003/9, 819-832.; Csik Csilla: Az 1945-6s foldreformtol a hatilyos magyar
foéldtulajdoni és foéldhasznalati viszonyok kialakulasaig, in: Csak Csilla (edit.): Agrdrjog 1. kotet,
Miskolc, Bibor Kiadé, 2004, 36-59.; Csak Csilla: A fSldtulajdon- és hasznalati viszonyok
valtozasa a nagybirtokrendszer megszintetésétl a rendszervaltas id6szakaig, in: Csak Csilla
(szerk.): Agrarjog, Miskolc, Novotni Kiado, 2010, 57-78.; Csak Csilla (edit.): Az eardpai
foldszabalyozds aktudlis kibivisai, Miskolc, Novotni Alapitvany, 2010; Csik Csilla — Hornyak
Zséfia: Az atalakulé mezGgazdasigi foldszabalyozas, Advocat, 2013/1-4, 12—-17.; Csak Csilla —
Hornydk Zséfia: A foldforgalmi térvény szabalyaiba Utk6z6 mezbgazdasdgi foldekkel
kapcsolatos szerzédésck jogkovetkezményei, Ostermeld, 2014/2, 10-11,; Csik Csilla — Hornydk
Zsofia: Igényérvényesités lehetGségei és hatarai a mez&gazdasagi foldforgalom korében - birdsagi
keretek, in: Szabo Miklos (szerk.): Studia Iurisprudentiae Doctorandorum Miskolciensium = Miskolci
Doktoranduszok Jogtudomanyi Tanulmdanyai, Tomus 14, Miskolc, Gazdasz Elasztik Kft., 2014, 139-
158.; Csak Csilla — Nagy Zoltan: Regulation of Obligation of Use Regarding the Agricultural
Land in Hungary, Zbomik radova Pravnog faknlteta u Novom Sadu, 2011/2, 541-549.; Csak Csilla —
Szilagyi Janos Ede: Legislative tendencies of land ownership acquisition in Hungary, Agrarrecht
Jabrbuch, 2013, 215-233.; Csak Csilla — Kocsis Bianka Eniké — Raisz Aniké: Agrarpolitikai —
agrarjogi vektorok és indikatorok a mez6gazdasagi birtokstruktira szemszOgébdl, Agrir- és
Kdrmyezetiog, 2015/19, 44-55.; Fodor Laszlé: Kis hazai foldjogi szemle 2010-bd, in: Csik Csilla
(edit.): Az enrdpai foldszabalyozds aktudlis kibivisaz, Miskolc, Novotni Alapitvany, 2010, 115-130.;
Gyovai Mark — Kiss-Kondas Eszter: A mez6- és erd6gazdasagi foldek arverés utjan térténd
szerzésének szabalyai, kilonds tekintettel a végrehajtasi eljarasra, Agrir- és Kimpyezetjog, 2016/20,
64-77., doi: 10.21029/JAEL.2016.20.50; Gyuran Ildik6: A foldforgalmi torvény birdi gyakotlata,
in: A megd-és erdigazdasagi foldek forgalmardl szol6 2013. évi CXXIL tv. gyakorlati alkalmazisa c.
konferencian elhangzott el6adas, Miskolci Torvényszék, 2016. oktdber 14.; Hegyes Péter:
Eirtelmezési és jogintézményi kérdések a terméfoldre vonatkozé elévasarlasi jog szabélyozasaval
Osszefiiggésben, in: Bobvos Pal (edit): Reformator iuris cooperandi, Szeged, Polay Elemér
Alapitvany, 2009, 199-207.; Holl6 Klaudia—Hornyak Zsofia — Nagy Zoltan: Az agrarjog
fejlédése Magyatrorszagon 2013 és 2015 kozott, Agrar- és Kimyezetjog, 2015/19, 73-87.; Hornyak
Zsofia: Grunderwerb in Ungarn und im Gsterreichischen Land Vorarlberg, Agrar- és Kirnyezetiog,
2014/17, 62-76.; Hornyak Zsofia: Die Voraussetzungen und die Beschrinkungen des
landwirtschaftlichen Grunderwerbes in rechtsvergleichender Analyse, CEDR Journal of Rural
Law, 2015/1, 88-97.; Hornyak Zséfia: Foldoroklési kérdések jogdsszehasonlitd elemzésben, in:
Szab6 Miklés (edit): Miskoli Egyetem Doktoranduszok Formma: Allam- és Jogtndominyi Kar
szekcidkiadvinya, Miskole, Miskolci Egyetem Tudomanyos és Nemzetkézi Rektorhelyettesi
Titkarsag, 2016, 131-135.; Hornydk Zso6fia — Prugberger Tamas: A fold 6roklésének specidlis
szabalyai, in: Juhasz Agnes (edit.): Az 4j Ptk. iriklési jogi s3abilyai, Miskolc, Novotni Alapitvany,
2016, 47-58.; Keller Agnes: A term6£old (mezé- és erdégazdasagi foldek) forgalmara vonatkozé
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Gj szabalyozas tigyészi szemmel, Ugyészek Lapja, 2013/6, 191-198.; Kocsis Bianka Eniké: Az Gj
magyar foldforgalmi szabdlyozas az unids vizsgalat szemsz6gébdl, Agrir- és Kornyezesjog, 2014/16,
111-127.; Kocsis Bianka Eniké: A mez6- és erd6gazdasagi foldek tulajdonjoganak megszerzését
vagy haszndlatat korldtozé jogszabdlyi rendelkezések kijatszasara iranyuld joglgyletek és a
naturalis obligatio kapcsolata, Studia Iurisprudentiae Doctorandorum Miskolciensinm, 2015/16, 241-
258.; Korom Agoston (edit.): Az 7 magyar fildforgalmi szabilyozds az nnids joghan, Budapest,
Nemzeti Kozszolgalati Egyetem, 2013, 11-166.; Kozma Agota: Zsebszerzédések veszélyei,
Magyar Jog, 2012/6, 350-360.; Kurucz Mihédly: Gondolatok egy tzemszabalyozisi torvény
indokoltsdgatdl, Gazdilkedds, 2012/2, 118-130.; Kurucz Mihily: Gondolatok a magyar
foldforgalmi térvény uniés fesziltségpontjainak kérdéseirdl, in: Szalma Jézsef (edit.): A Magyar
Tudomdny Napja a Délvidéken 2014. I’Jj—vidék, VMTT, 2015, 120-173.; Nagy Zoltan: A
term6£6lddel kapesolatos szabalyozas pénziigyi jogi aspektusai, in: Csak Csilla (edit.): Az enrdpai
foldszabalyozds aktudlis kibivdsai, Miskolc, Novotni Kiadé, 2010, 187-198.; Norer, Roland: General
report Commission IIT — Scientific and practical development of rural law in the EU, in states
and regions and in the WTO, in: Richli, Paul (coord.): L agriculture et les exigencies du développement
durable, Paris, I’Harmattan, 2013, 367-387.; Olajos Istvan: A terméféldek hasznalata az erds- és
mezégazdasagi foldek forgalmardl sz6l6 2013. évi CXXIL térvény alapjan, in: Korom Agoston
(edit.): Az 47 magyar fildforgalmi szabdlyozas az unids jogban, Budapest, Nemzeti Kozszolgalati
Egyetem, 2013, 121-135, Olajos Istvan:
A mez6gazdasagi féldek tulajdonszerzéséhez kapcsolodo eljarasok (jegyzo, helyi foldbizottsag),
Uj Magyar Kizigazgatis, 2014/3, 53.-55.; Olajos Istvan: Az Alkotmanybirésig dontése a helyi
féldbizottsagok szerepérél, dontéseirdl, és az allasfoglalasuk indokainak megalapozottsagarol,
Jogesetek Magyarizata, 2015/3, 17-32.; Olajos Istvan: Die Entscheidung des Verfassungsgerichts
iber die Rolle, die Entscheidungen und die Begriindetheit der Griinden der Stellungnahmen der
ortlichen Grundverkehrskommissionen, Agrar- und Upnyeltrecht, 2017/8, m.a.; Otlovits Zsolt
(szetk.): Foldforgalmi szabalyozds, Budapest, Nemzeti Agrargazdasagi Kamara, 2015; Prugberger
Tamas: Szempontok az 4] foldtorvény vitaanyaganak értékeléséhez és a foldtdrvény ujra
kodifikicidjihoz, Kapn, 2012/6-7, 62-65.; Raisz Aniké: Foldtulajdoni és foldhasznélati kérdések
az emberi jogi birésagok gyakorlatiban, in: Csak Csilla (edit.): Az eurdpai foldszabalyozds aktudlis
kibivasai, Miskolc, Novotni Alapitvany, 2010, 241-253.; Raisz Aniké: Topical issues of the
Hungarian land-transfer law, CEDR Journal of Rural Law, 2017/1, 68-74; Szilagyi Janos Ede:
Az Burépai Unié terméfold-szabalyozasa az FBurdpai Birésag joggyakorlatinak tukrében,
in: Csak Csilla (edit.): Az eurdpai foldszabalyozds aktudlis kibivdsai, Miskolc, Novotni Alapitvany,
2010, 269-281.; Szilagyi Janos Ede: The Accession Treaties of the New Member States and the
national legislations, particularly the Hungarian law, concerning the ownership of agricultural
land, Agrir- és Kirnyezetjog, 2010/9, 48-61.; Sziligyi Janos Ede: A féldforgalmi torvény
elfogaddsinak indokai, kérilményei és fébb intézményei, in: Korom Agoston (edit.):
Az df magyar foldforgalmi szabdlyozds az unids jogban, Budapest, Nemzeti Kozszolgalati Egyetem,
2013, 109-119.; Szilagyi Janos Ede: Das landwirtschaftliche Grundstiickverkehrsgesetz als erster
Teil der neuen ungarischen Ordnung betreffend landwirtschaftlichen Grundstiicken, Agrar- und
Unmweltrecht, 2015/2, 44-50.; Szilagyi Janos Ede: Espace rural: cadre juridique et mise en oeuvre,
Rapport général de la Commission II, 2017, m.a.; Tanka Endre: Torténelmi alulnézet a magyar
posztszocialista foldviszonyok neoliberalis diktdtum szerint atalakitdsardl, Hizel, 2013/1, 109-
136.; Téglasi Andras: Az alapjogok hatdsa a maganjogi viszonyokban az Alkotmanybirésig
gyakorlataban az Alaptorvény hatalybalépését kévetS elsé harom évben, Jogtndomdnyi Kozlony,
2015/3, 148-157.; Trocsanyi Laszlo: Alkotményos identitis és eurdpal integricio, Ada
Universitatis S zegedi-ensis Acta Juridica et Politica, 2014/76, 473-482.; Trocsanyi Laszlo: Constitutions
nationales et intégration européenne: 1L'exemple hongrois, Brisszel, Bruylant, 2015; Trocsanyi Laszlo:

10.21029/JAEL.2017.22.37
39



Zsofia Hornyak — Nora Jakab — Zoltan Nagy- Istvan Olajos Journal of Agricultural and
Influencing factors of the competitiveness Environmental Law
of national agricultural law 22/2017

competitiveness of locally produced and quality goods and which organizations of the
Hungarian law promote and which pull back the sales of goods.?

The Hungarian Fundamental Law treats the land that is a special national value
as a natural resource. Land is one of the natural resource in national public law and it
is a national treasure which preservation of productivity and GMO free utilization is
granted in Fundamental Law. Since 2014 only those people can get the ownership of
land over 1 hectare who fulfil at least one of the three criteria of the farmer’s concept,
or who has agricultural secondary education or has had income from agricultural
activity for at least 3 years or has 25% ownership of a company where the 50% of
income derives from agricultural activity. The elements of Hungarian regulation are
similar to the standard farmer’s concept of German and French law, however more
favourable, since here the terms are alternative and the fulfilment of at least one
condition makes the applicant suitable for fulfilling the criterias. The farmer status
is generated with the registration procedure starting in the Land Registry of District
Office. The existence of this status has the following condition to obtain the ownership
of a land by being sold. Prior authorization of the Land Registry of District Office
is required to acquire the ownership of a land by being sold. The customer must have
a valid sales contract with the land owner for the acquisition. However, the sales
supervene between the parties only if there is nobody with pre-emptive rights by
Hungarian laws who wishes to exercise this right in the authorization procedure. People
eligible for pre-emption can make an acceptance statement of the contract during this
period in which they replace the buyer. In the procedure for granting ownership, every
potential customer must make a statement where he or she will use the land suitably for

Nemzeti alkotmanyok, eurdpai integracié és alkotmanyos identitds, Acta Universitatis Szegediensis
Acta Juridica et Politica, 2015/77, 319-328.; Vidékfejlesztési Minisztétium: Az 7 foldtirvény
vitaanyaga  — A magyar  fold  védelmében,  2012. majus  30., in:  http://2010-
2014 kormany.hu/download/1/£1/90000/%C3%BAj%:20£%C3%B06ldt% (20.12.2016)

3 The most important Hungrian literature of the protection of productions and know-how:
Bukodi Blanka: Az agritjogi kerekasztal alakuld Ulése, Agrdr- és Kimyezetjog, 2016/20, 39-49.;
Prugberger Tamis — Szab6é Agnes: Szitkséges-e a szapotitéanyagokat minGsiteni? Studia
inrisprudentiae  doctorandornm Miskolciensinm, 2013/12, 335-350.; Szab6 Agnes: A névényfajtak
oltalmdra létesiilt nemzetk6zi egyezmény és a névényfajta-oltalmat érinté nemzetkézi szabalyok,
Publicationes Universitates Miskolciensis Sectio Juridica et Politica, 2011/2, 569-594.; Szabd Agnes:
Szabadalom — novényfajta-oltalom — tajfajtak, Profectus in litteris, 2011/3, 273-284.; Szab6 Agnes:
Nemzeti értékek és hungarikumok, 17édjegyvilig, 2012/1, 1-6.; Szabé Agnes: Lisszabontél Genfig
az agrar termékek foldrajzi arujelzé oltalmanak szabalyozasara figyelemmel, 17édjegyvildg, 2016/1-
2; Szilagyi Janos FEde: Foldrajzi arujelz6k  szabalyozasa multilaterdlis nemzetkozi
megallapodasokban, Miskolii Jogi Szemle, 2008/2, 95-120.; Szilagyi Janos Ede: Eredetvédelmi
kérdések a borjogban, Miskolc, Novotni Alapitvany, 2009; Szilagyi Janos Ede: Az eredetvédelem
egyes aktualis kérdései: a magyar termék és a hungarikum, in: Pogacsas Anett (edit.): Quaerendo et
Creando: Uﬂﬂ@i kitet Tattay Levente 70. sziiletésnapja alkalmdbil, Budapest, Szent Istvan Tarsulat,
2014, 607-621.; Szilagyi Janos Ede: A borjog helye a magyar és az eurdpai unids joganyagokban,
in: Stipta Istvan, Jamborné Roéth Erika (edit.): Doktoranduszok Foruma, Miskolc, 2005. november
9., Allam- és Jogtudomanyi Kar szekcidkiadvanya, Miskolc: Miskolci Egyetem Innovéciés és
Technolégia Transzfer Centrum, 235-240.; Szilagyi Janos Ede: Protection of Origin and Wine
Law: Eredetvédelem és botjog, Agrir- és Kirnyezetjog, 2008/6, 62-89.

10.21029/JAEL.2017.22.37
40


http://2010-2014.kormany.hu/download/1/f1/90000/%C3%BAj%20f%C3%B6ldt%25
http://2010-2014.kormany.hu/download/1/f1/90000/%C3%BAj%20f%C3%B6ldt%25

Zsofia Hornyak — Nora Jakab — Zoltan Nagy- Istvan Olajos Journal of Agricultural and
Influencing factors of the competitiveness Environmental Law
of national agricultural law 22/2017

its farming branch, will treated as his or her own land, won’t exclude from cultivation
for at least 5 years, doesn’t have debt based on eatlier made land use contract and
it hasn’t been established against him or her that a contract was made to encompass
land use laws. Who wishes to exercise his or her pre-emptive right, it shall be marked
whether his or her pre-emption right is based on an agreement or law and whether the
buyer would have such a right against somebody. This is important because if the seller
makes a contract with a buyer whose pre-emption right is stronger, then a third party
can’t make a successful pre-emptive statement to the land.

The Fundamental Law adopted on 18 April 2011, highlights the conservation
of biodiversity. Article P of Foundation of Fundamental Law declares that “Natural
resonrces, in particular arable land, forests and the reserves of water, biodiversity, in particular native
plant and animal species, as well as cultural assets shall form the common beritage of the nation, it
shall be the obligation of the State and everyone to protect and maintain them, and to preserve them for
[future generations.”

The EEC launched the Euroterroirs, the European Country Program in 1993
in order to collect and describe the traditional agricultural products and food in the
Member States. The Ministry of Agriculture, in connection with this program, made the
Traditions-Flavours-Regions Collection between 1998-2002. This TFR Collection
contains the scientific description of Hungarian sceneries, autochthons and the locally
traditional foods which are the genetic and gastronomic heritage of Hungary.
The TFR trademark belongs to the Program (proptietor of the trademark: Ministry
of Agriculture) for which right of use tender can be submitted constantly to the
Ministry of Agriculture.

Hungarikum is a collective term indicating a value worthy of distinction and
highlighting within a unified system of qualification, classification and registry and
which represents the high performance of Hungarian people thanks to its typically
Hungarian attribute, uniqueness, specialty and quality and (a) which are considered the
work and outstanding value of the Hungarian people both within Hungary and abroad,
(b) which are natural values under protection, (c) which are classified as hungarikums
by the Hungarikum Committee as a result of the individual assessment or (d) which atre
considered as Hungarikums by virtue of this law.

Decree No. 74 of 2012 (VIL. 25.) VM of the Ministry of Rural Development on
the use of certain voluntary distinctive signs on food regulates the conditions of use of
Hungarian product, domestic product and domestic processed product or the
equivalent sign.

The use of Hungarian product, domestic product and domestic processed
product or the equivalent sign provides information for consumers about the origin of
the food. The distinctive mark has a content referring to the quality despite the fact that
it’s not certificate the quality of food.

The holder of the colourful figurative trademarks of Hungarian product,
domestic product and domestic processed product made the rules of all three
trademarks in accordance with the provisions of Decree No. 74 of 2012 (VIL.25.) of the
Ministry of Rural Development.
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The use of the colourful figurative trademarks of Hungarian product, domestic
product and domestic processed product is not compulsory in connection with the use
of distinctive signs regulated by Decree No. 74 of 2012 (VIL. 25.) VM of the Ministry of
Rural Development. Food producers may also notify another sign for trademark
protection in accordance with the provisions of the decree but they must ensure that
the signs are used propetly.

The patentability of plants may have special conditions: Novelty- the plant is
new if its adulterant has not been emitted (a) one year before the priority day anshore,
(b) four years before or in the case of grapes and tree six years before abroad;
Distinctness, uniformity, stability.

The requirement of DUS shall be examined in variety experiment in
connection with variety names. The approval of plant-breeder is required (a) for
producing adulterant, preparing the reproduction, recommending for emitting, export,
import and keeping in a in the favour of these purposes (b) the protection spreads to
the crop (c) to the product produced from the crop (d) furthermore to the derived
crop. A bound of the protection is the allowance of the plant-breeder — produced crop,
agricultural allowance is usable for development — and that the producer may retain the
crop produced by him or her as adulterant. The period of protection in the case of
grapes and trees lasts till the end of the 30™ year, in the case of other plants till the end
of the 25t year.

2. Tax law provisions regarding the competitiveness of the national agricultural
law- Personal income tax, Value-added tax

a-b: Personal Income Tax

From an agricultural law perspective the personal income tax addresses the
sector’s issues the most. Most private individuals perform agricultural cultivation not as
a private entrepreneur but as an additional source of income which is especially
important for the people, who are living in the rural areas. The sector’s other
particularity is their high cost and their questionable verification. Even though the
agriculture as a sector demands great costs, these costs manifest in self-performed tasks
ot self-produced crop, actions which the taxpayer does not have bills for.

In the light of the above mentioned, the Act CXVII of 1995 on Personal
Income Tax addresses the income of those private individuals who perform agricultural
cultivation specially. The aforementioned law establishes the category of small-scale
agricultural producers as well as agricultural smallholders, defines tax exemptions as
well as provides discounts on income, establishes special small-scale agricultural flat-
rate costs, provides tax relief for small-scale agtricultural producers, and as a special tax
rule it creates the option of flat-rate taxation.

There are several tax exemptions related to the agricultural area, such as the
income from the transfer of a cooperative business share obtained in the course of the
realization of the cooperative business, the annuity obtained for land, the income from
the transfer and lease of land, and the payment of land. It is also clear from the list that
tax law exempts land income in particular from personal income tax.
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While ensuring the tax exemption, the personal income tax law provides
favourable taxing conditions for taxpayers engaged in agricultural activities.*

Specific rules apply to small-scale agricultural producers and agricultural
smallholders, the rules which apply to agricultural producers also apply to family estate
farmers and their contributing family members and extend to the private individuals
who engage in agricultural production and are registered in the customer registration
system maintained by the agricultural and regional development aid.

Small-scale agricultural producer® means a private individual above the age of
16 who is not a private entrepreneur but possesses a small-scale producer license and
is engaged in activities aimed at producing the listed products on his own farm.

Own farm shall mean the entitlement of the private individual who is actually
conducting the production activities to dispose over the equipment (including leased
equipment), the organization of production and - with the exception of cultivating
sowing seeds under contract and breeding, fattening, and tending livestock under
contract - the use of the results of production.

Tax law also provides the definition of small-scale producer license: small-scale
producer license means an official document issued and validated pursuant to the
provisions of a government decree designed to register the income generated by small-
scale agricultural activities; the license shall contain: a) the particulars of the small-scale
agricultural producer, b) all of the other information prescribed in the government
decree that is necessary for discharging tax liability.”

According to the personal tax law special taxation conditions are granted only
to private individuals engaged in agricultural production, an important element of the
concept of small-scale agricultural producer is the activity or the product to which this
activity is directed.

Small-scale agricultural production activities include the growing of plants,
orchards, breeding of animals, and processing of products at an individual’s farm, if this
occurs using base materials which are themselves produced at the farm, the collection
of certain agricultural products at an individual’s own farm which does not violate the
law, and forestry activities conducted in an individual’s own forest area, if, in respect of
all of the aforementioned activities, the product produced or the activity falls under
either of the categories listed in Act CXVII of 1995 on Personal income tax law.8

The concept of agricultural smallholder covers a narrower concept within the
concept of a small-scale agricultural producer. Agricultural smallholder means any
small-scale agricultural producer whose revenue from such activities does not exceed
8 million forints — 26230 euro - in a tax year. The special category is important because
it provides better tax conditions for the individual.

4 Szakacs Imre: Az adizgds nagy kézikinyve, Budapest, KJK-Kerszov, 2008, 762.

> Hadi Laszl6 (edit.): Ag 4j addjog magyardzata 2070, Budapest, HVG-ORAC Kft., 2010, 871.; § 3
point 18 of Act CXVII of 1995 on Personal Income Tax

¢ § 3 point 18 a) of Act CXVII of 1995 on Personal Income Tax

7§ 3 point 18 b) of Act CXVII of 1995 on Personal Income Tax

8 Schedule No 6. to Act CXVII of 1995
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The income from small-scale agricultural producer activities is one type of
income derived from self-employment activities? within the aggregate taxed earnings,
so income is determined by itemized expense accounting or 10 per cent expense ratio.!?

Small-scale agricultural producers (including agricultural smallholders using
flat-rate taxation) with revenues less than 600,000 forints annually from such activities
shall not be required to consider income from such revenues, while if revenues exceed
the above amount, income shall be determined based on all revenues included.!!

Small-scale agricultural producers using itemized expense accounting may
deduct the following from their income from such activities'% a) if employing workers
with at least 50 per cent disability, the monthly wages paid to each such employee,
not to exceed the prevailing monthly minimum wage in effect on the first day of the
month; with respect to apprentice training of vocational school students on the basis
of apprenticeship agreement, as described by law, 24 per cent of the prevailing
minimum wage for each student and for the month and any fraction thereof, or 12 per
cent of the prevailing minimum wage for the month and any fraction thereof if the
apprentice training is provided under a cooperation agreement concluded with the
vocational school. A small-scale agricultural producer (for the purposes of this Section
hereinafter referred to as “employer”) providing further and continuous employment to
a vocational school graduate who has successfully completed the professional
examination or to a previously unemployed person, or a person released from
imprisonment within 6 months from the date of release, or a person released on parole,
if not using flat-rate taxation, may deduct the amount of social security contribution
paid during such employment, not to exceed a petiod of 12 months, from the revenues
produced by such activities, regardless of whether such amounts can otherwise
be claimed as expenses in the case of itemized expense accounting,.

Agricultural smallholders using itemized expense accounting may claim 40 per
cent of the revenues from such activities, deducted as smallholders' expense allowance,
over and above verified expenses. In this case losses may not be deferred until,
if so intended, such smallholders' expense allowance is claimed.?

In addition to the special cost accounting and income reduction rules, the
legislator also provides the taxpayer with a tax break for the small-scale agricultural
producer in the amount corresponding to the tax on his income from this activity,!#
but this amount can not exceed 100,000 forints (327 curos). The two tax breaks atre
collectively referred to as small-scale agricultural producers' tax breaks.

2§ 8 of Act CXVII of 1995 on Personal Income Tax. The rate of tax in the year of 2017 is 15%,
in principle, for all income subject to personal income tax.

10 Ttemized cost accounting means that the taxpayer is entitled to deduct from his income the
maximum amount of his income. "Expense” according to § 4 (3) of Act CXVII of 1995 on
Personal income tax; Only expenses directly connected to gainful activities, actually paid duting
the tax year exclusively for the purpose of gainful activities and for pursuing the activities, which
are duly substantiated shall be recognized as expenses.

11§ 23 of Act CXVII of 1995 on Personal Income Tax

12§ 21 of Act CXVII of 1995 on Personal Income Tax

13§ 22 (6) of Act CXVII of 1995 on Personal Income Tax

14§ 39 (1) of Act CXVII of 1995 on Personal Income Tax; Szakacs 2008, 852-853.
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Furthermore, the law also favours agricultural smallholders by giving them the
option of flat-rate taxation which in essence means that no substantive cost declaration
has to be made instead it is based on the smallholders income.!> The basis is the flat-
rate income which is calculated by subtracting the expense ratio determined by the
Personal Income Tax and expressed in a percentage of income Act from the
smallholders overall income.1¢

This results in an extremely low tax base for agricultural smallholders, generally
15% (expense ratio of 85%) and 6% for breeding and production of animal products
(expense ratio of 94%).

Agricultural activities may be conducted by the taxpayer as a private
entrepreneur as well but in this case he shall be subjected to the general rules with the
exception of flat-rate taxation since that is also an option for private entrepreneurs
conducting non-agricultural activities.

c-d: Value Added Tax

VAT is sector neutral, the agricultural sector is also subject to the general rules
and the law only mentions agricultural products and agricultural activities in special
exceptions. The VAT Act regulates the agricultural sector with its participants and the
consumers of agricultural products through special provisions.

This specialty manifests in the tax rates and the special legal status of agricultural producers.

The rate of VAT affects the consumer price of products putting the burden
on the end consumers. Providing tax benefits for basic food products is in some cases
necessary for the central budget to prevent them from becoming impossible to pay for
by low income consumers. The law defines three types of tax rates.'” The general tax
rate of 27% and the reduced rates of 5% and 18%. These rates apply to different types
of products and services. The general rate isn’t specified by the Act, it is a collective rate
which has to be applied to each transaction for which the legislator doesn’t provide
reduced tax rates.!8

The 5% tax rate apply to herbal drugs and among others to domestic swine,
cattle, sheep, goat and their meat, poultry meat eggs and milk. The 18% tax rate applies
to milk products, grain and products made using these. Reduced tax rates therefore
apply only to a limited circle of agricultural products.

Taxpayers in the agricultural sector are subject to the general rule but different
types of special activities are provided with an option for special taxation method.
This section focuses on the rules of taxation applied to producers conducting
agricultural activities (agricultural producers). The special regulations benefit the
taxpayers in two areas: the taxpayer is exempted from tax obligations and the related
administrational burdens, through the compensational charges gain “special budget

15§ 50-57 of Act CXVII of 1995 on Personal Income Tax
16.§ 53 of Act CXVII of 1995 on Personal Income Tax
17§ 82 (1)-(2) of VAT Act

18 Szakacs 2008, 97.

10.21029/JAEL.2017.22.37
45



Zsofia Hornyak — Nora Jakab — Zoltan Nagy- Istvan Olajos Journal of Agricultural and
Influencing factors of the competitiveness Environmental Law
of national agricultural law 22/2017

assistance” which helps covering VAT costs related to their acquisitions.!® Agricultural
activities are not subject to taxes but they don’t allow for tax deduction and taxpayers
have no return or accounting obligation regarding these activities. The law grants
agricultural producers special legal status and also provides a legal definition from
a VAT perspective.

A taxable person conducting agricultural activities shall mean one who fully or
partially conducts agricultural activities, is qualified as micro entrepreneurship or self-
employment by the special law, is established inland or otherwise has their place
of residence or habitual residence inland. Agricultural activity shall mean the production
or processing of products listed by the VAT Act and services provided with the use
of instruments of self-owned businesses.?

Compensational charges offset non-deducable taxes in cases of purchases from
the conductor of the agricultural activity. Compensational charges are part of the
consideration but not the buying price and have to be paid after the transaction by the
buyer. 2! The rate of the compensational charge is determined by the VAT Act at
12% for plants and herbal products, at 7% for livestock and animal products and also
for providing services. Therefore compensational charges provide additional income
for taxable persons conducting agricultural activities and the option to pass on VAT
of acquisitions.

Compensational charges weigh only on the end consumer since the recipient
has the option to deduct the VAT.

3. Legal provisions concerning the farm operator
a. Social security

In the Hungarian social security law there are not any specific provisions
regarding the farm operator. Farm operation can be performed in many forms which
entitles the person for social security benefits. Section 5 of Act LXXX of 1997 on the
Eligibility for Social Security Benefits and Private Pensions and the Funding for These
Services provide a list of insured persons in the Hungarian social security system.

Farm operator can act as private entrepreneurs, if not engaged in auxiliary
activities, business partners, if not engaged in auxiliary activities, persons performing
work for remuneration in any work-related relationship (under agency contract or
in self-employment, other than private entreprencurs) - not including the persons
engaged in voluntary activities of public concern performed under specific other
legislation, small-scale agricultural producers, if the length of time remaining until the
appropriate retirement age and the length of service time already acquired is at least

19.§ 197-253 of VAT Act

20§ 198 point a-c) of VAT Act. Sections I and II of Appendix 7 of the Act list all the products
and services in the field of agricultural activities (e.g. living plants, livestock, animal products,
food products from the processing of agricultural products, field work, packing and storage of

agricultural products).
21§ 201-202 of VAT Act
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twenty years on the aggregate, excluding: (a) minors engaged in small-scale agricultural
activities under a joint small-scale producer license and members of a farming
homestead who are minors, (b) persons covered by insurance on other grounds??

Benefits provided by the social welfare system are available through the health
insurance and pension insurance systems. It means insured farm operators are entitled
for the following social benefits: (1) Health insurance benefits: (a) health services;
(b) cash benefits: (ba) infant care benefits, (bb) child-care benefits, (bc) sick-pay;
(c) accident benefits: (ca) emergency medical services, (cb) benefits for accident-related
injuries, (cc) accident compensation. (d) benefits provided to workers with disabilities:
(da) invalidity allowance, (db) rehabilitation allowance; (2) Pension insurance benefits
are: (a) social security pension benefits on one’s own right: (aa) old-age benefits,
(b) dependents’ benefits: (ba) widow’s pension, (bb) orphans’ pension, (bc) parent’s
benefits, (bd) accident-related dependent’s benefits. (3) Rehabilitation benefits.??

The Hungarian social security system provides for a wide range of services in
the case of incapability of work. There is not a separate accident benefits pillar, it can be
found in the health and pension pillar of the social security system.2*

According to Section 8 insurance of farm operator as insured person shall be
suspended: (a) for any period of leave of absence without pay, except if: (aa) receiving
infant care benefits, child-care benefits, child-care assistance benefits, child-care
allowance or child-rearing allowance during the leave of absence, or (ab) the leave of
absence without pay is taken for caring for a sick child below the age of twelve; (ac) the
leave of absence without pay is taken for serving as a voluntary reservist; (b) for any
petiod of unauthorized leave; (c) for any period of exemption from work (service),
except if the employee is to be paid his average earnings for any duration of exemption
from work in accordance with labor regulations, or if wages (remuneration), average
earnings (absentee pay), or sick-pay had been paid; (d) for any period of pre-trial
detention and imprisonment, unless the defendant was cleared of all charges by final
verdict, or if the criminal proceedings were dismissed, or if the defendant was acquitted
by final court verdict after sentencing; (e) for the duration of suspension of legal
practice, and as regards notaries public and patent agents, for the duration of
suspension of their membership in the relevant association; (f) during the period of
suspension of private entrepreneurial activities. (g) for the duration of suspension of
animal-health service activities of veterinary practitioners; (h) for the duration of
suspension of apprenticeship agreements; (i) in cases not mentioned in Paragraphs
a)-h), when the employment undetlying insurance relationship is suspended in
accordance with specific other legislation.?>

22 Prugberger Tamas: A tarsadalombiztositas alanyai, in: To6th Hilda (edit.): Szocidlis jog -
Tarsadalombiztositasi jog, Miskolc, Miskolci Egyetemi Kiado, 16-19.

23 Section 14 of Act LXXX of 1997 on the Eligibility for Social Secutity Benefits and Private
Pensions and the Funding for These Services

24Prugberger Tamas: Alapkérdések, in: Toth Hilda (edit.): Szoddlis jog - Tdrsadalombiztesitdsi jog,
Miskolc, Miskolci Egyetemi Kiadé, 13., 169-176.

2 See more in: Téth Hilda (edit): Szocidlis jog - Tarsadalombiztositdsi jog, Miskolc, Miskolci
Egyetemi Kiadé, 17-19.
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4. Legal provisions concerning agricultural workers
a. Working conditions provided by contract (duration, wage ...)

Act T of 2012 on Labour Code does not contain any special provision
on agricultural workers, therefore as a main rule, the general provisions shall apply.
Section 201 of the Labour Code refers to simplified employment and occasional work
relationship, according to which agricultural work can be performed. Any employment
contract for simplified employment or occasional work shall be considered null and
void if the parties are engaged under an employment relationship at the time it was
concluded. An existing employment contract may not be modified by the parties
to conclude a simplified employment or occasional work relat