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Executive Summary

The National Rural Development Plan (NRDP) of Hungary consists of the rural development measures financed from the Guarantee Section of the European Agricultural Guidance and Guarantee Fund (EAGGF). The NRDP identifies the objectives that would ensure the sustainable development of rural areas, the measures realising these objectives and the activities eligible for support within this framework. In addition, the NRDP lays down the conditions for granting support and the detailed rules of implementation. The NRDP promotes environmentally-favourable agricultural production, provides support for production in less favoured areas and for increasing the ratio of forested areas in Hungary. Furthermore, the measures of the NRDP will contribute to the improvement of the economic viability of semi-subsistence farms and to the establishment and operation of producer groups.

NRDP does not cover all rural development measures. The complex rural development will be implemented as joint strategies and activities identified in a variety development documents in accordance with each other (i.e., National Development Plan and the operational programs thereof, in particular the Agricultural and Rural Development Operational Program (ARDOP)).

The NRDP was approved by European Commission by Decision No (C) 3235/2004 of 26 August 2004. In Hungary, a total of EUR 754 140 000 will be available for support within the framework of the NRDP, from which almost 80%, EUR 602 300 000 will be financed from Community funds. 
As regards the proposed date of accession to the European Union (1 May 2004), the planning process of the NRDP started late (in February 2003). Upon approval of the NRDP, the organisations responsible for the implementation commenced their activities in the fall of 2004 (Competent Authority: Ministry of Agriculture and Rural Development (MARD) Accreditation Department; Program Management Unit: the Managing Authority Department of the MARD; the institution in charge of implementation: Agricultural and Rural Development Agency (ARDA), which is also the Payment Agency for the EAGGF Guarantee Section).

On 23 December 2004, Hungary submitted a proposal for amendment of the NRDP to the European Commission proposing the reallocation of the funds available in 2004. The reallocation served the purpose of financing the complements to direct payments (top-up) in part from the NRDP funds. The revised and consolidated version of the amendment was submitted to the Commission on 3 August 2005. The Commission found the amendment to be justified and harmonizing with the provisions and approved those by Decision 2005/IX/02. Pursuant to the Decision in total EUR 39 215 686 was reallocated (17.2%), and as a consequence the support funds available for the following measures were reduced.

· Agri-environment (by 9.4%),

· Support for less favoured areas (by 55.4%),

· Meeting standards (by 17.1%),

· Supporting semi-subsistence agricultural holdings undergoing restructuring (by 71.3%)

· Support ing the establishment and administrative operation of producer groups (by 74.0%)

Another request for modification was submitted by Hungary in 2005. In part this request contains financial modifications and in part it concerns the content of the measures. The Commission had not made a decision in 2005 on the request.

1. Introduction

The National Rural Development Plan (NRDP) of Hungary refers to the three-year period from 2004 to 2006. The plan documentation was adopted by the European Commission on 26 August 2004 and its implementation could be started only afterwards. Thus the results of the incomplete first year were not too outstanding: the time available was sufficient for the establishment of legislation and the organizational background, moreover the announcement of the calls for application, acceptance of applications and - in some cases - making the first decisions on support. Therefore this is the first report that concerns the progress achieved during an entire year and results accomplished since the start. 

The NRDP consists of four rural development measures defined by Council Regulation (EC) No 1257/99 and financed from the Guarantee Section of EAGGF (agri-environment, early retirement, afforestation and compensatory support for less favoured areas and areas with environmental risks) and the specific “transitional measures” for the new Member States. The latter include support for the establishment of producer groups, support for semi-subsistence farms (i.e., farms marketing a proportion of their output) undergoing restructuring, meeting standards and technical assistance. The complex rural development will be implemented as joint strategies and measures identified in a variety development documents in accordance with each other (i.e., National Development Plan and the operational programs thereof, in particular the Agricultural and Rural Development Operational Program (ARDOP)).

The NRDP – together with the Agricultural and Rural Development Operational Program (ARDOP) financed from the Guarantee Section of the EAGGF – form the framework of integrated rural development measures. The individual rural development programs take account of the fact that currently, rural populations are compelled to face a variety of problems (i.e., social, economic and environmental problems). The objective of the ARDOP measures is to improve the rate of employment, the opportunities for revenue-making, the living conditions and, partly, the availability of infrastructure. The LEADER+ measure promotes these processes by mobilising the local communities and internal resources and therefore affects social aspects as well. On the other hand, the measures of the NRDP primarily address environmental challenges and contribute to the mitigation of the economic and social difficulties resulting from the restructuring.
Support under the NRDP - similarly to direct payments also financed from the Guarantee Fund – are normative type support: the same amount of compensation for loss of income is provided each year for a defined period of time (5 years) provided certain undertakings (e.g., the system of conditions for environmental management) are met.

Chapter 2 following this introduction will describe how the changes of the general conditions (socio-economic trends, national and sectorial policies and developments related to other funds available for the implementation) laid down in the NRDP affect the (actual or proposed) utilisation of the NRDP support.

Chapter 3 describes the achievements made in 2005 and since the launch – first in general terms and then in a detailed format for each measure. These include a brief description of each measure, the financial plan, the legal background, the main characteristics of the applications received, the monitoring indicators (where appropriate) and their status of implementation.

Due to the above-mentioned reasons, Chapter 4 is very short and describes the status of financial realisation.

Chapter 5 addresses program management issues and describes the operation of the Monitoring Committee, the consistency with the principle of partnership during the planning and prior implementation of the program, the state of development of the related information system, as well as the problems encountered during implementation and the measures taken for eliminating them.

Finally, Chapter 6 addresses consistency with the Community policies.
2. Changes in the economic and technical-political conditions

2.1. Socio-economic tendencies affecting the use of assistance

This chapter reviews the general socio-economic changes that affected directly or indirectly the implementation of the program and the use of subsidies. 

External environment 
In 2005 the world economy’s quick growth that started in 2004 showed some signs of slowing. In our export markets economic growth improved substantially from the middle of 2005. In 2005 as a whole the EU-25 states produced 1.6% economic growth, which was 0.8% lower than in the previous year. Unemployment started decrease after two years of stagnation and this tendency is expected to carry on this year too.

Conditions continued to be favourable for the Hungarian economy in the past year in key external financial markets. Low inflation with low interest rates were typical in EU member-states throughout the year.

Internal processes

In 2005 the Hungarian economy made use of the continuous economic growth in external markets. Similarly to 2004 the engine of growth was not the increase in consumption, but the expansion of exports and investments. (Table 1) In spite of the economic growth demand for labour did not grow, the employment rate remained unchanged. The increase in consumer prices at 3.6% was the smallest change since decades, and the 5% decrease in the general sales tax projects further moderation of the inflation. The balance of the state budget improved in both absolute and relative terms, due primarily to an improvement in the balance of the central budget. The improvement in the balance was attributable primarily to one-time payments. 

1. Table

Hungary’s general economic indicators

	
	2002
	2003
	2004
	2005

	Growth of the GDP in comparison to the previous year (at year 1995 prices)1
	5,1
	3,4
	4,6
	4,1

	Accumulation of gross fixed assets (% growth compared to the previous year at unchanged year 2000 prices, in EUR)1
	9,3
	2,4
	8,4
	6,6

	Growth in export volumes2 (in % compared to the previous year)
	5,9
	9,1
	18,4
	11

	Employment rate (among the 15-74 yr population)2
	49,9
	50,6
	50,5
	50,5

	Unemployment rate (among the 15-74 yr population)1
	5,8
	5,9
	6,1
	7,1

	Growth in consumer prices in comparison to the previous year (HICP)1
	5,3
	4,7
	6,8
	3,6

	State debt GDP ratio1
	55,5
	57,4
	57,4
	n.a.

	State debt balance GDP ratio1
	-9,9
	-5,9
	-6,5
	n.a.


Source: 1EUROSTAT, 2KSH.

The weight of agriculture in the national economy

In 2004 agriculture had a 3.3% of the gross domestic product, which is 5/1000 percentage points higher than in 2003. In 2005 the food sector accounted for 6.1% of the total export of the national economy, which is identical to its level in the preceding year. The export surplus in the foreign trade turnover of agricultural and food industry products had grown in comparison to the previous year. In 2005 the number of persons employed in agriculture, forestry and fishing accounts for 5 % of total employees in the national economy that is 194 000 persons, that is 10 825 persons (5.3%) less than in the preceding year. The ratio of agricultural investments had hardly changed in comparison to 2004 at 4.6%.

Following the outstanding value in 2004 there was a 9.4% drop in agricultural output. 

Plant cultivation

The situation of cereal production, including sales was complicated by the deficiencies in the logistics system and warehousing. These problems were made felt even more by the outstanding produce results: in 2004 16.7 million tons, nearly two-times the quantities of the year 2003 and in 2005 16.1 million tons were harvested. Large-scale storage capacities were – and will be - built using substantial funds to ensure in the long-term storage of surplus produce at quality standards complying with EU specifications. 

Livestock keeping

Most of the negative tendencies observed in recent years in livestock keeping continued to play part. By the end of 2005 the number of pigs kept in Hungary fell to a low of 3.9 million heads, the lowest number for decades. There were fewer number of cattle kept and the ratio of hens also decreased among poultry. There was a modest growth in sheep in comparison to December 2004. 

Prices

From an overall point of view the 2005 production price level of agricultural products remained at the level of the previous year. The production price of plant cultivation and gardening products did not reach year 2004 level, while the price of live animals and animal products grew slightly.

As a whole the price level of agricultural expenditures decreased by 0.5% in 2005 in comparison to the preceding year. The price level of fodder decreased significantly (by 13.6%) during the year in comparison to the high fodder prices in 2004, but the price of energy grew by 10.6%. In comparison to 2004 the price of artificial fertilizers grew by 3.4% and that of pesticides by 1.7%, while the purchase price of agricultural machinery was 5.5% higher and the investment cost of agricultural purpose buildings grew by 3.4%.

Weather

In 2005 344 272 hectares of agricultural lands were covered with flood or internal waters, and of this 243 087 hectares were not under cultivation on 10 April. For this reason the uncultivated part of arable lands grew by 47 000 hectares in comparison to 2004.

NATURA 2000 and the implementation of the Water Framework Directive

The proposed list of sites to be included in the Natura 2000 network is included in Government Decree 275/2004. (X.8.). The designated Natura 2000 areas occupy approximately 1.91 million hectares, which make up 20.5% of the territory of Hungary. On the Hungarian areas of the European ecological network 467 special protection areas, altogether 1.41 million hectares, and 55 special bird protection areas on 1.29 million hectares were designated. The degree of overlapping of the two types of areas is nearly 42%. The Nature 2000 network is partially built upon the already existing network of protected natural areas (37% of the designated areas), but so far unprotected areas have also been included. The lists proposed areas, both according to the Bird Protection Directive and the Habitats Directive, were submitted to the European Commission. The European Commission has not approved them yet. No further developments are to be signalled for 2005.

The objective of the Water Framework Directive 2000/60/EC of the European Parliament and of the Council is to prevent the deterioration in the status of waters and to achieve good status of waters throughout the Community by 2015. The connected developments affect four sub-basins (Rivers Danube, Tisza, Dráva and Lake Balaton) and their 17 sub-units. Both the agri-environmental and the Natura 2000 measures to be introduced include stipulations the observation of which ensures the good water status in the above-mentioned river basins. With the aim of law harmonisation, 2 acts were amended (Act LVII. of 1995 on water-management and Act LIII. of 1995 on environment protection), furthermore, 3 governmental decrees were approved in June 2004 on the protection of subsurface waters, on the rules of protection of the quality of surface waters and on the rules of catchment area management. 

According to Art. 5 of the Directive, the report containing the specialities of the parts in Hungary of the Danube catchment area, the environmental effects of human activities and an economical study on water utilisation was submitted to the European Commission on the 22nd March 2005. Also in 2005, the delineation and specification of natural bodies of water and the preliminary delineation of artificial bodies of water were completed.

Farmers demonstration –Agreement on agriculture

In March 2005 the interest representation organizations of farmers held a demonstration to improve the conditions of agricultural producers. The outcome of this demonstration was an agreement concluded on 13 March between the Government and organizations having initiated the demonstration. Among others this agreement contained the following statements also affecting the NRDP:

· acceleration of the application evaluation and payment process, elimination of arrears;

· simplification of various criteria of the calls for applications;

· organisation of programmes for the supply of information;

· review of demand for the allocation of sources, their consideration during the elaboration of modification proposals;

· revision of the composition of the MC.

As there was a relatively short time between the status assessment laying the foundations of NRDP, the design, approval and launch of the programme, the determining factors on which the foundations for the development were built have not changed to a considerable extent. The major statements of NRDP concerning agriculture, food-industry and the situation of rural areas continue to be correct. There were no significant social and economic changes in 2005 that would have called for any major amendment in the contents of NRDP. 

The point of the agreement that was most closely connected with NRDP aimed at the utilisation of all the amounts not committed for the frameworks of the measures “Agri-environment”, “Afforestation of agricultural land” and “Less favoured areas”. This was realised only in parts, taking into consideration the data on utilisation of funds of the measures -, as for example the measure LFA is able to utilise only a small amount of resources. However, a larger amount of resources was allocated to the measure “Agri-environment”. The NRDP Monitoring Committee approved the modifications to the NRDP, which is made up of the producer organisations that were amongst those which signed the agreement.

The agreement includes the clause as the result of which information brochures were published, the NRDP advisory network was established. These latter did not have any impact the modification requests of NRDP but helped the producers receiving information thus submitting more successful applications.

2.2. Effects of national and sectorial policies

In 2005 the national, regional and sectorial policies had not caused any major changes in the use of assistance.

2.3. The Impact of Consistency with Other Funds Involved in Implementation

In accordance with Article 37 (3) of Council Regulation (EC) No 1257/1999, the Managing Authority has taken all the measures required for ensuring complete conformity of the NRDP assistance with other measures for the support of rural development. 

Since the objective of the NRDP measures is to reinforce and support the effects of the structural interventions of ARDOP financed by the EAGGF Guidance Section, harmonisation of the two plans was done already during the planning phase. Accordingly, the demarcation between the two plans and the lack of overlaps between the relevant systems of support are warranted. The harmonised management of the two plans is significantly facilitated by the fact that the same organisation (the Department of Managing Authority of MARD) serves as the Managing Authority for both plans.

In the course of 2005 the NRDP did not have any substantial impact on the implementation of the ARDOP. At the same time the dividing line between the two programmes was modified because of the relative lack of sources observed in the ARDOP in respect of the modernization of agricultural plants in such a way that the year 2005 modification package of the NRDP contains the expansion of the scope of eligibility for the Meeting standards measure, resolving former restrictions on the eligible species and livestock units.

Due to proposal for amendment relating to the year 2004 of the NRDP substantial sources were freed for the national compensation of direct support comprising the first pillar of the Common Agricultural Policy (top-up), although the proposal did not enter in force in 2005, and did not have any impact on the programme.

3. Results of the implementation of the National Rural Development Plan

3.1. Summary of the progress of the program

The NRDP sets the objectives of the sustainable development of rural areas, the measures for realising those objectives and the activities eligible for support within the framework of the measures. The NRDP promotes environmentally-favourable agricultural production, provides support for production in less favoured areas and for increasing the ratio of forested areas in Hungary. Furthermore, the measures of the NRDP will contribute to the improvement of the economic viability of semi-subsistence farms and to the establishment and operation of producer groups. Between 2004 and 2006, a total of EUR 754 140 000 will be available for support within the framework of the NRDP, from which almost 80%, EUR 602 300 000 will be financed from Community funds.

The National Rural Development Plan of Hungary was adopted by the European Commission on 26 August 2004. Upon approval of the NRDP, the organization responsible for the implementation
 commenced their activities in the fall of 2004. However, due to the delayed starting, it was impossible to fulfil the appropriations for 2004.

The finalization of the necessary legal background was an achievement of the first phase of implementation of the NRDP. In other words the followings have been accomplished:

1. acts regulating the organisation and functioning of the system of institutions responsible for implementation,

2. general rules regarding the eligibility for the various supports, and

3. acts laying down the detailed conditions of the various schemes for support.

After the publication of MARD Decrees in September-October 2004 on the detailed rules of using the various forms of support (these make up the third group) in total six measures were opened for the submission of application (agri-environment, support for less favoured areas, Meeting standards, afforestation of agricultural land, establishment and operation of producer groups, semi-subsistence farms undergoing restructuring). The introduction of the “Early retirement” measure was planned to be announced only in 2006. The same situation was carried on to 2005 with the difference that no new application could be submitted for the agri-environment measure in 2005. To assist the applicants, MARD has published information leaflets and ARDA has published communications and information documents, which contain all the professional and technical information required for filling in the application forms.

The sums specified in Table 2. were available for financing the NRDP in 2004-2005. By deducting from this sums the reallocated amount for the SAPARD applications
, and sums available for Technical Assistance and reallocated for the top-up, in total EUR 153.5 million was available for the actual support of the applications in 2004 and EUR 239.9 million in 2005, that is in total EUR 393.4 million was available under the two-year period.

2. Table

The NRDP funds available in 2004-2005

EUR

	
	2004:
public expenditure total
	2005:
public expenditure total
	Public expenditure in total during the two years

	Agri-environment
	75 546 863
	100 040 000
	175 586 863

	Less favoured areas
	11 000 000
	27 630 000
	38 630 000

	Meeting standards
	43 712 451
	68 438 395
	112 150 846

	Afforestation of agricultural land
	20 090 000
	24 210 000
	44 300 000

	Semi-subsistence farms undergoing restructuring
	1 210 000
	7 161 605
	8 371 605

	Establishment of producer groups
	1 975 000
	12 400 000
	14 375 000

	Technical Assistance
	15 000 000
	12 500 000
	27 500 000

	SAPARD assistance
	20 000 000
	0
	20 000 000

	Top-up
	39 215 686
	0
	39 215 686

	TOTAL
	227 750 000
	252 380 000
	480 130 000


Source: NRDP

In 2005 producers submitted 4 193 applications for support for 5 measures – in case of the measure Agri-environment new applications could not be submitted for an excessively high number of applications in the previous year, and disregarding complement to direct payments – mostly (43.67%) for the measure Afforestation of agricultural lands (see Table 3). Applications were submitted for afforestation on an area of more than 27 000 hectares.

In 2005 there was a significant increase for the measure Establishment of producer groups with 155 new applications for support received, as opposed to the 9 applications one year ago. The number of measures received for the other measures was fewer than expected.

Demand for support calculated on the basis of applications submitted in 2005 (not including complement to direct payments) totals EUR 59 902 751 (of this: EAGGF EUR 47 922 201), which is 25.0% of year 2005 funds.

3. Table

Main characteristics for the applications submitted for the NRDP measures in 2005

	
	Agri-environment
	Less favoured areas
	Afforestation of agricultural land
	Semi-subsistence farms
	Producer groups
	Meeting standards
	Complements to direct payments

	Number of applications received
	0
	787
	2 044
	408
	155
	1 012
	164 744

	Share of the applications received (%)
	0
	18,77
	43,67
	9,73
	3,70
	24,14
	-

	Demand for support as calculated on the basis of the applications received (EUR)
	0
	705 239
	42 530 132
	408 000
	9 117 077
	6 756 870
	

	Area covered by the applications

(ha) / livestock unit
	
	
	
	-
	-
	-
	-

	Number of approved applications
	24 160
	5 137
	1 473
	716
	7
	531
	162 404

	Request for support calculated on the basis of approved applications (€)
	176 000 000
	8 537 627
	30 373 903
	716 000
	442 075
	3 669 509
	39 055 286

	From this EMOGA (€)
	140 800 000
	7 115 179
	24 299 122
	572 800
	353 660
	2 935 607
	31 244 225

	Number of applications paid*
	21 672
	4 787
	638
	710
	13
	151
	162 404

	Support paid* (€)
	141 585 001
	6 151 157
	11 889 443
	710 000
	931 495
	799 578
	39 055 286


Source: ARDA

*Here and hereafter support paid shall mean sums approved for payment by the ARDA, regardless of the actual financial performance that is remittance. As a result of this and the difference of exchange rates applied at approval and payment a minor alteration is caused in comparison to actual payments made. The actual payment of ARDA is in Annex 3.a.
No payments were made in 2004. In 2005 EUR 162.1 million was paid, which is a 41.2 % performance in comparison to the EUR 393.4 million potentially available.
On 23 December 2004, Hungary submitted a proposal for amendment of the NRDP to the European Commission proposing the reallocation of the funds available in 2004. The reallocation served the purpose of financing the complementary national direct support (top-up) in part from the NRDP funds. The revised and consolidated version of the request was submitted to the Commission on 3 August 2005. The Commission found the amendment to be justified and harmonizing with provisions and approved those by Decision 2005/IX/02. Pursuant to the Decision in total EUR 39 215 686 was reallocated (17.2%), and as a consequence the support funds available for every measure – except for support for afforestation - were reduced. (Annex 1)

Another request for modification was submitted by Hungary in 2005. In part this request contains financial modifications and in part it concerns the content of the measures. The Commission had not met a decision in 2005 on the request.

3.2. Achievements of the implementation of the measures

3.2.1. Agri-environment

3.2.1.1. Introduction to the measure in brief

The support provided under the Agri-environment measure is designed to protect the environment maintain the countryside or improve animal welfare thereby contributing to the Community’s policy objectives as regards agriculture. Support, or compensation for loss of income (and as an incentive a maximum 20% extra) can be provided. The non-repayable support based on area size and livestock numbers concern a period of 5 years.

The amendment of the NRDP for the year 2004 affected this measure only in the restriction of the funds. On the basis of experience gained from the execution of the plan professional amendment proposals were also prepared in 2005. As a consequence the system of criteria of Good Farming Practice (GFP) and organic schemes will be simplified. The amendment proposals also contained the extension of the scope of various schemes, although the proposal did not enter in force in 2005, and did not have any impact on the programme.

3.2.1.2. The measure’s financial plan

The measure’s original appropriation for the year 2004 (EUR 83 390 000) was reduced by reallocation of NRDP for the year 2004 by EUR 7 843 137 (9.4%). The forms of assistance in the framework of the measure Agri-environment account for the largest share among the measures of the NRDP. According to the (amended) financial plan this is where 45.6% of the fund available for applications for support would be used in 2004-2006 (Table 4).

4. Table

The financial plan of the Agri-environment measure 

EUR

	Year
	Financial sources

	
	EU
	National
	Total

	2004*
	60 437 490
	15 109 373
	75 546 863

	2005
	80 030 000    
	20 010 000    
	100 040 000    

	2004-2005
	140 467 490
	35 119 373
	175 586 863

	2004-2006
	239 577 490
	59 896 373
	299 473 863


Source: NRDP and MARD 

* Appropriation modified with reallocation for the year  2004

Thus the aim of the financial plan was that 59% of the year 2004-2006 total Agri-environment appropriation be used in the first two years.

The reallocation planned for 2005 would substantially (by more than 30%) increase the financial sources of the measure Agri-environment: the sum of EUR 23 575 639 planned to be drawn away from the measure Meeting Standards would also serve the objectives of Agri-environment.

3.2.1.3. Achievements in 2004-2005

The producers showed high interest for the measure Agri-environment. This was due in part to an intensive communications campaign, the experience gained under the National Agri-environment Program and the favourable amount of support available. Since the sum of support calculated on the basis of the applications received in 2004 were four-times as high as the funds available for that year, no new applications for support could be submitted in 2005. The actual processing of the applications for the year 2004 was started only in 2005. Due to the extremely high number of applications the (on-site) audit of the system of conditions of processing and payments posed a task of great difficulty for the ARDA, so the first payment were fulfilled in October 2005.

A total of 32 685 applications were received, and the data of each application was recorded on electronic data carrier. 

The applications were evaluated by scoring after registration and administrative control. The evaluation by scoring was carried out for each scheme separately. The criteria of evaluation are included in Annex VII. of 150/2004 (X. 12.) MARD Regulation. 

Certain criteria had to be taken into account in case of each scheme: 

· points given for the rate of agricultural employment of the domicile of the applicant, which was given on the basis of the data of HCSO (Hungarian Central Statistical Office). 

· points given for living in the definite rural settlement. Maximum point was given for those applicants whose domicile or seat is within 30 km of the central co-ordinates of the blocks of his parcel or place of animal-keeping.

· points given for the rate of agricultural employment compared to 100 ha of the farm 

· if the applicant was a recent participant of the NAEP (National Agri-environment Programme). (Extra points were given for those who participated in National Agri-environment Programme between 2002 and 2004 in Hungary.

Criteria for evaluation of area-based schemes:

· rate of the area involved into the programme compared to the whole area of the farm;

· points given for  waterbase protection area. Applicants whose parcels were in the block confined by the Institute of Geodesy, Cartography and Remote Sensing (FÖMI) were given points proportionally. 

· points given for nitrate vulnerable area. Applicants whose parcels were in the block confined by the Institute of Geodesy, Cartography and Remote Sensing (FÖMI) were given points proportionally.

· points given for the application for supplementary measures. 

Criteria for evaluation of schemes for animal husbandry:

· points given for the membership of animal husbandry organisation 

· points given for ensuring the utilisation of protected area with animal husbandry

· points given for ensuring shepherding 

· points given for manure disposal 

The more strict criteria were followed by the applicants, the more points were given for their application, that is . those who applied for a basic program received the least points, and those who applied for Nature Sensitive Areas scheme received the highest points. 

Having taken into account rejected and withdrawn applications the number of supported applications exceeded 24 000. This is summarized in Table 5
5. Table

Main features of year 2004-2005 applications for the Agri-environment measure

	Item
	2004*
	2005

	Number of applications received

	32 685
	0

	Demand for support as calculated on the basis of the applications received (total public spending, EUR)
	296 082 898
	0

	Size of area covered by the applications (ha)
	1 957 063/62 490
	0

	Number of application accepted
	32 685
	0

	Number of approved applications
	0
	24 160

	Request for approved applications for the whole periode of the measure (EUR)
	0
	800 000 000

	Request for approved applications for the first year of the measure (EUR)
	0
	176 000 000

	Number of applications rejected
	0
	6 423

	Reasons for rejection:

	submitted outside the deadline
	0
	308

	other administrative alteration
	0
	1 236

	lack of sources
	0
	4 879

	Number of applications withdrawn
	0
	2 102

	

	Number of applications paid
	0
	21 672

	Support paid (EUR)
	0
	141 585 001


Source: ARDA

*The data shown in the table for 2004 differ from those shown in the NRDP report on 2004. The reason for this is that the overall processing of the applications was closed only 2005, and thus data were modified.
A total of 8 525 applications, that is 26% of all applications received were rejected or withdrawn. The applications withdrawn by the clients (2 102) constitute 6.4% of the total number of applications. In total 6 423 applications were rejected. The vast majority of applications were rejected for the lack of funds (75.9%) and for failing to administration data (19.24%).

Considering the fact that in one application applicants may have applied for more than one schemes (one application may have included several insets), the number of schemes referring to the approved applications (24 160) was nearly 29 000 (see Table 6. where the “Area covered by the applications” is nearly one and a half million hectares, and the number of livestock heads affected was 62 000).

6. Table
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Main data of the applications supported under the Agri-environment schemes in 2004-2005

Source: ARDA

A total of 24 160 applications were evaluated as successful, and till the end of 2005 support at EUR 141.6 million was paid for 21 672 applications. The on-site audit and evaluation of requests for modification was under way at applicants awaiting payments, for them the payments were postponed to early 2006.

Although the overwhelming majority of the applications was related to plant production, this is a realistic ratio in terms of the potentially available support and it may be generally stated that all target groups made efforts to apply for the new forms of supports.

More than one half, 55 per cent of the support was paid to associated farms and 45 per cent to individual farmers. 

Figure 1 shows the regional distribution of applications where support was paid till 31 December 2005.

1. Figure

Regional distribution of applications for the Agri-environment measure
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Central Hungary 9%

Central Transdanubia 10%

Western Transdanubia 9%

Southern Transdanubia 15%

North Hungary 15%

North Plains 21%

South Plans 21%

Source: ARDA

The distribution of the supported applications from different regions shows a tendency to reflect the relative agricultural importance of the region and no remarkable disproportion was observed.

The monitoring indicators for years 2004-2005 are shown in Table 7. As regards the actual payments it can be said that they are somewhat below the planned levels. This is outstanding especially, if we look at solely payments made till 31 December 2005, which total EUR 141.6 million.

The measure is progressing very well, with no doubt it will reach the intended aim.

7. Table

Monitoring indicators of the “Agri-environment” measure

	Item
	Plan for 2004-2006*
	Year 2005
	Year 2004-2005

	
	
	absolute figures
	%**
	absolute figures
	%***

	Number of contracts
	plan
	31 388
	31 388
	76,97
	31 388
	76,97

	
	fact
	 - 
	24 160
	
	24 160
	

	Total size of supported areas (ha)
	plan
	1 504 414
	1 504 414
	98,83
	1 504 414
	98,83

	
	fact
	 - 
	1 486 792
	
	1 486 792
	

	Total expenditure (EUR)
	plan
	299 473 863
	100 040 000
	141,53
	175 586 863
	80,63

	
	fact
	 - 
	141 585 001
	
	141 585 001
	

	From this: EAGGF (EUR)
	plan
	239 577 490
	80 030 000
	141,53
	140 467 490
	80,63

	
	fact
	 - 
	113 268 001
	
	113 268 001
	

	
	
	
	
	
	
	


Source: ARDA

* Appropriation modified with year 2004 reallocation

**In proportion to data planned for 2005.

*** In proportion to data planned for 2004-2005.

3.2.2. Support for less favoured areas

3.2.2.1. Introduction to the measure in brief

The objective of the measure is to partly compensate – if various conditions are met - the impacts of economic, social and natural factors having an adverse affect on the success of farming, and thus sustain production on less favoured areas and stop increasing depopulation. 

The eligibility criteria for granting support to less favoured areas (LFAs) include a minimum of 1 hectare of land, which may either be grasslands or arable lands used for the production of forage crops and in which the following plants must not be produced: winter and spring wheat, rice, sunflower, corn, sugar beat, potato, industrial plants (turnip rape, oil-linseed, sunflower seed, hemp grown for fibre, hop) and vegetables.
 Producers must upkeep agricultural activities in the less favoured areas for five years after the year submitting the application.

In Hungary, the measure “Support for less favoured areas” will be implemented in accordance with in Articles 13-20 of Council Regulation (EC) No 1257/1999 of 17 May 1999. Hungary will not use the opportunity given by Article 16, because the list of areas to be included in the Natura 2000 network has been completed, but its finalization with GIS tools has not been finalized.
 Article 18 shall not be used either, because in Hungary there are no areas complying with the criteria set out in the EU regulatory framework. The support is intended to compensate disadvantages, so pursuant to Article 15 over-compensation is not allowed.

Article 19 areas are homogeneous in terms of natural production conditions that satisfy all three criteria laid down by Article 19 (land of poor productivity and difficult cultivation; extremely low agricultural performance indicators; a low or dwindling population predominantly dependent on agricultural activity). The size of the area concerned is 395 402 ha, the rate of support for Article 19 areas is EUR 85.9/ha/year.

Article 20 areas are areas affected by specific handicaps, in which farming should be continued, where necessary and subject to certain conditions, in order to conserve or improve the environment, maintain the countryside and preserve the tourist potential of the area. In Hungary, Article 20 areas include those areas where at least two of the following four special disadvantages are simultaneously present: severe soil acidity, severe soil salinity, extreme soil water management conditions (water logging, inundation) and extreme physical soil characteristics. The total size of the areas satisfying the conditions laid down in Article 20 is 488 156 hectares, and the rate of support on these areas is EUR 10.94/ha/year.

In combination, the total size of less favoured areas in Hungary is 883 558 hectares representing 9.5% of the total area of the country and 14% of the total size of cultivated areas. In order to avoid overcompensation, payments are reduced over a certain holding size; i.e., the rate of support is 100 % for areas up to 50 hectares, but is only 50% for areas exceeding 500 hectares.

The new methodology of delimitation of less favoured areas has been completed, but the amendment proposal did not enter in force, it was not adopted in 2005. According to that for areas subject to Article 19 the size of the areas concerned, taking into account the standard gross margins, the population and agricultural employment, grew to 487 558 hectares, and those subject to Article 20 grew to 775 453 hectares with 17.53 AK/ha land quality parameter added to the system of criteria. This totals 1 263 011 hectares, which reaches 20% of total cultivated areas. According to plans support sums would be modified as well to EUR 61/ha/year for Article 19 and EUR 25/ha/year for Article 20.

3.3.2.2. The measure’s financial plan

In terms of the order of magnitude, the support for less favoured areas – in spite of the substantial cuts of the reallocation for the year 2004 - is the third most significant measure of the NRDP. The financial resources of the measure represent nearly 11% of the year 2005 budget of the NRDP and 9% of the three-year budget. (Table 8)

8. Table

Financial plan of the “Less favoured areas” measure

EUR

	Year
	EU
	National
	Total

	2004*
	8 800 000
	2 200 000
	11 000 000

	2005
	22 100 000
	5 530 000
	27 630 000

	2004-2005
	30 900 000
	7 730 000
	38 630 000

	2004-2006
	54 160 000
	13 548 000
	67 708 000


Source: NRDP

* Appropriation modified with the reallocation for the year 

The amendment adopted for 2004 substantially decreased the measure’s funds from EUR 24 710 000 to EUR 11 000 000. If the new applications for amendment submitted in 2005 is also adopted, the sources will be reduced to EUR 11 000 000 in both 2005 and 2006, which seems sufficient for the payment on the basis of the volume of the applications.

3.3.2.3. Achievements in 2005

As regards the measure applications for support in 2004 exclusively were also payment claims, but from 2005 a separate payment claim has to be submitted in every case. In 2005 the submission of the applications was possible from 1 to 31 May 2005, later prolonged till 30 June. For the request for payment for the approved claims it was necessary to use the SAPS form, because there is no separate payment form for the LFA scheme. Previously, in case of the year 2005 applications the deadline for the submission of the payment claims was the period from to 31 December 2005 (MARD Bulletin 38/2005 (IV.29.)), but according to the modified regulation the request for payment should be written on the SAPS form by the farmers eligible for the support.

In 2004 a total of 5 761 applications were submitted for the measure. The processing of all of these was delayed to 2005.
 Out of these 5 37 were approved (89.16%), 330 were rejected (5.7%) and 394 were withdrawn in the meantime (5.1%). In comparison to the previous year only 787 new applications for support were received in 2005, and the total request calculated on the basis of that is EUR 705 239. The processing and the expenditure of the decisions for the submitted applications has been lapsed to the beginning 2006. No payments were made in 2004, while in 2005 a total of EUR 6 151 157 was paid on 4 787 applications. (Table9)

9. Table

The main characteristics of year 2004-2005 applications for support under the “Less favoured areas” measure

	Item
	2004*
	2005

	Number of applications received
	5 761
	787

	Demand for support as calculated on the basis of the applications received (total public spending, EUR)
	11 036 039
	705 239

	Size of area covered by the applications (ha)
	223 264,27
	28 434,99

	Number of application accepted
	5 761
	787

	Number of approved applications 
	0
	5 137

	Request for approved applications for the whole periode of the measure (EUR)
	0
	42 688 135

	Request for approved applications for the first year of the measure (EUR)
	0
	8 537 627

	Number of applications rejected
	0
	330

	Reasons for rejection:

	failure to supply missing items
	0
	138

	failure to meet the specifications of laws
	0
	192

	Number of applications withdrawn
	0
	294

	 

	Number of applications paid
	0
	4 787

	Support paid (EUR)
	0
	6 151 158


Source: ARDA

*The data shown in the table for 2004 differ from those shown in the NRDP report on 2004. The reason for this is that the overall processing of the applications was closed only 2005, and thus data were modified.
The processing of applications for support received in 2005 was not completed till 31 December 2005.

Under the measure a total of EUR 6 151 158 was paid on 4 787 applications till 31 December 2005. This is shown by the Figure below in distribution by regions. (Figure 2).

Figure

Regional distribution of support paid under the „Less favoured areas” measure
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North Hungary 9,5%

North Plains 24,2%

South Plain 49,3%

Central Hungary 7,9%

Central Transdanubia 5,2%

South Transdanubia 0,8%

Western Transdanubia 3,2%

Source: ARDA

It is worthwhile to inspect the composition of the applications in respect of individual and associated farmers. On the basis of the available data the LFA measure also justifies the general observation that individual farmers submitted a significantly higher number of applications than associated undertakings (93% against 7%) at a basically identical rate of support (89% and 90% in 2004, 68% and 68% in 2005, respectively), but for individual farmers the sum of request for support was EUR 1200, the same is higher than EUR 7 000 (EUR 7 187) for associated farmers.

Table 10 shows plan and fact monitoring indicators for the entire duration of the program (2004-2006) and for 2004, moreover the realization of the same.

The measure has not reached the intended aim, in 2006 the programme management unit proposes reallocation of funds in favour of the agri-environment measure.

10. Table

Monitoring indicators of the “Less favoured areas” measure

	Item
	Plan for 2004-2006*
	Year 2005
	Year 2004-2005 

	
	
	absolute figures
	%**
	absolute figures
	%***

	Number of beneficiaries
	plan
	41 143
	 16 788
	30,59
	23 472
	21,89

	
	fact
	 - 
	5 137 
	
	5 137
	

	As per Article 19**
	plan
	18 412
	 7 513
	46,71
	10 504
	33,41

	
	fact
	-
	3 509**** 
	
	3 509**** 
	

	As per Article 20**
	plan
	22 731
	 9 275
	17,55
	12 968
	12,55

	
	fact
	-
	1 628****  
	
	1 628**** 
	

	Size of agricultural area (ha)
	plan
	2 057 144
	 839 380
	22,49
	1 173 586
	16,09

	
	fact
	-
	188 814,22 
	
	188 814,22
	

	As per Article 19
	plan
	920 595
	 375 632
	31,77
	525 193
	22,72

	
	fact
	-
	119 337,69*****
	
	119 337,69
	

	As per Article 20
	plan
	1 140 699
	 463 748
	14,98
	652 543
	10,65

	
	fact
	-
	69 476,53***** 
	
	69 476,53
	

	Total expenditure (EUR)
	plan
	67 704 000
	 27 630 000
	22,26
	38 626 000
	15,92

	
	fact
	-
	6 151 157 
	
	6 151 158
	

	As per Article 19
	plan
	58 227 000
	 23 762 000
	
	33 219 000
	

	
	fact
	-
	 
	
	 
	

	As per Article 20
	plan
	9 477 000
	 3 868 000
	
	5 407 000
	

	
	fact
	-
	 
	
	 
	

	of which EAGGF (EUR)
	plan
	54 156 760
	 22 100 000
	22,26
	30 896 760
	15,92

	
	fact
	-
	4 920 926 
	
	4 920 926
	

	As per Article 19
	plan
	46 575 360
	 19 006 000
	
	26 571 360
	

	
	fact
	-
	 
	
	 
	

	As per Article 20
	plan
	7 581 400
	 3 094 000
	
	4 325 400
	

	
	fact
	-
	 
	
	 
	


Source: NRDP and ARDA

* Appropriation modified with the reallocation for the year 2004

**In proportion to data planned for 2005.

*** In proportion to data planned for 2004-2005.

****  We have defined as it belongs to the Article 19 if more than 50% of the area belonging to one application is classified as area 19. We have done the same for the Article 20.

***** The area of both Articles is calculated by the supported lands belonging to the mentioned Articles. In case of applications with mixed areas, they can contain lands with other classification.

The Table shows that year 2004-2005 facts are substantially lower than the plans for these two years and dramatically lower than plans for the entire period of the NRDP. Of course one should not disregard during the fixing of public expenditure that in addition to the new applications for support in 2005, the second year support of applicants having been awarded the support in 2004 will be paid from the same year's funds.

3.2.3. Meeting Standards

3.2.3.1. Introduction to the measure in brief

The farmers can use environmental protection, animal welfare and animal hygiene purpose investment support in case of livestock keeping sites not meeting standards. If the livestock keeping site is in full compliance with specifications on the number of spaces, the livestock keepers can use animal welfare and animal hygiene support to partly compensate their extra costs.

The investment support is available at a maximum yearly sum of EUR 25 000 per livestock keeping site through a maximum of three years. On the other hand, compensation for loss of income may be granted for a total period of five years and in amounts of up to EUR 10 000 per year and per site, with the sum decreasing evenly from year to year. For a single site, support may be granted for more than one schemes, however, the cumulated amount of support may not exceed EUR 25 000 per year.

Till now the demand for support was far below expectations primarily due to the nature of the programme (in case of investment support the compilation of the applications, the implementation of the investment, and after that the drawing of the sum of the support takes a lengthy period of time) and because of the complex nature of eligibility conditions. For this reason, in addition to the year 2005/2006 financial amendments, the MARD initiated so-called professional amendment proposals to make availability of the support easier and to facilitate the use of the funds. 

The key points of the modifications are as follows: 

· Compensation for loss of income should be made available for farmers operating livestock keeping sites on nitrate-sensitive areas, complying with environmental protection specifications.

· Environmental purpose investment support should be made available also for farmers operating on non nitrate-sensitive areas. 

· The proposal for amendment – as opposed to former specifications - does not contain any restrictions on either eligible species or the size of the farm. However, it has to be pointed out that the maximum EUR 25 000 support funds available per year can not be increased in this planning period (till the end of 2006).

The debate on these proposals was not closed down in 2005, consequently Hungary did not implemented them in the case of support for 2005. The implementation of the professional amendments shall be initiated foreseenably in 2006 through a notification procedure, after reconciliations with the Commission.

3.2.3.2. The measure's financial plan

The measure’s original appropriation for 2004 (EUR 52 750 000) was reduced by EUR 9 037 549 by the reallocation of the NRDP sources for the year 2004. (Table11) For 2005 48.3% of support planned for three-years, that is EUR 68 438 395 was projected, so in total EUR 112 150 846 was available for the allocation of support – taking into the year 2004 and year 2005 funds in total.

11. Table

Financial plan of the measure „Meeting standards” 

EUR

	Year
	EU
	National
	Total

	2004*
	34 969 961
	8 742 490
	43 712 451

	2005
	54 750 000
	13 688 395
	68 438 395

	2004-2005
	89 719 961
	22 430 885
	112 150 846

	2004-2006
	113 449 961
	28 359 885
	141 809 846


Source: NRDP and MARD

* Appropriation modified with the reallocation for the year 2004 approved by the European Commission.

The reallocation initiated in the priority in 2005 would further reduce the measure’s year 2004 funds by an additional EUR 23 575 639 (HUF 5.9 billion). As a consequence of the reallocation to the benefit of the top-up, affecting the year 2005 and 2006 funds, would reduce the year 2005 appropriation by EUR 31 684 395 and the year 2006 appropriation by EUR 7 659 000 (in total HUF 10.0 billion).

3.2.3.3 Achievements in 2005

Applications for support could be submitted between 1 November 2004 and 30 April 2005.

Until 30 April 2005 a total of 1021 applications were received with demand for support at EUR 6 871 786. In 2005 95 of the applications were rejected and 42 were withdrawn. (Table 12) The two primary reasons for rejection were the submission of applications with missing items (the applications for support does not contain the certification by the construction authority or a valid construction permit, animal health certificate or the permit on the operation of the livestock keeping site, etc.) and ineligibility (application submitted on ineligible animal species, farming carried out on non nitrate-sensitive area, support requested for the establishment of new building, etc.). The processing of the applications was not completed till the end of 2005. Around three-quarters of the applications were submitted by individual farms and one-quarter by associated undertakings. 

12. Table

Characteristics of applications submitted for the measure „Meeting standards” 

	Item
	2004*
	2005

	Number of applications received
	9
	1012

	Demand for support as calculated on the basis of the applications received (EUR)
	114 916
	6 756 870

	Number of application accepted
	9
	1012

	Number of approved applications
	0
	531

	Request for approved applications for the whole period of the measure (EUR)
	
	7 814 654

	Request for approved applications for the first year of the measure (EUR)
	0
	3 669 509

	Number of applications rejected
	0
	95

	Reasons for rejection:*

	illegitimate request
	0
	25

	the site was not in operation during the on-the-spot-check
	0
	1

	missing items after the supply of missing items
	0
	59

	application submitted late
	0
	5

	the applicant had not replied to the request to supply missing items and the without such data the application can not be evaluated
	0
	4

	false data supplied
	0
	1

	Number of applications withdrawn
	0
	42

	 

	Number of applications paid
	0
	151

	Support paid (EUR)
	0
	799 578


Source: ARDA

*The data shown in the table for 2004 differ from those shown in the NRDP report on 2004. The reason for this is that the overall processing of the applications was closed only 2005, and thus data were modified.
The greatest interest for the facilitation of consistency with the measure Meeting standard was shown in the South Plain (223) and South Transdanubia (190) region. (Figure3)

2. Figure

Regional distribution of applications received for the „Facilitation of consistency with the Meeting standards” measure
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Central Hungary 5,9%
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North Hungary 11,0%
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South Plains 21,8%

Source: ARDA

The applicants could submit applications in a single support application package for several support purposes (environmental investment, animal welfare and animal hygiene investment, and animal welfare and hygiene compensation for loss of income). The vast majority of the approved applications related to the animal welfare and animal hygiene submeasure. (Table13).

13. Table

Applications for support per support objectives under the measure „Meeting standards” 

	Item
	Number of applications*

	Support for environmental investment
	25

	Support for animal welfare and hygiene investment
	255

	Animal welfare and hygiene compensation for loss of income
	322


Source: ARDA

*The number of applications shown contains in double the applications which refer to both the compensation for loss of income and the support for investments (56), and ones containing request for support for both environmental and animal welfare investments (15).
In the first year applications for support submitted on compensation for loss of income are at the same time payment claims, which means that it is not necessary to submit a separate payment claim. However, from the second year it is necessary to submit a payment claim each year. In the case of applications for support for investments (environmental protection, animal welfare and animal hygiene) the investment project is to be realized within one year from the receipt of the decision on approval, but at latest till the submission of the payment claim. Therefore payments were available in the first support period only in case of compensation for loss of income. In 2005 a sum of EUR 799 578 (HUF 198.3 million) was allocated for 151 applications for compensation for loss of income relating to animal welfare and animal hygiene. (Table 14)

The average size of support paid is EUR 5 295 per applicant, which is just higher than one half of the EUR 10 000 upper limit. More than 55% of support paid was realized in two regions (West Transdanubia and South Plain). (Figure 4)

3. Figure
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Regional distribution of support paid for the „Meeting standards” measure
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Source: ARDA

The period of submission of the second year payment claims was set from 1 December 2005 to 30 April 2006. In this period, during the first month, that is till 31 December 2005, 6 individual farmers submitted their payment claim.

Applications for support may be submitted from 1 January 2006 to 31 May 2006 for the next year.

In case of the Meeting standards scheme the first period of submission of the applications for support – as mentioned previously – was closed in the first half of 2005. As opposed to the plans, however, only a few farms submitted their applications in this six-month period. One of the general reasons for this moderate interest is the deficiencies in the supply of information. The other reason is that both the compilation of applications for support and the realization of their content requires more time and greater care in case of investment applications. In respect of the implementation of the latter, that is the implementation of investments the farms had to face the problem of creating the required sources till the support was drawn, because the sum to be pre-financed is relatively high compared to the size of the eligible farms due to the size limits contained among the conditions. The number of potential beneficiaries is highly limited by the relatively narrow scope of supportable animal species, the specific size of the farms, and that only farmers operating on nitrate-sensitive areas may submit applications under the environment protection submeasure, in spite of that interest was also shown by farmers operating on non nitrate-sensitive areas. 

As a consequence of the above the year 2005 monitoring indicators do not show any major improvement in the progress of the measure. The number of applications evaluated and approved is hardly more than one-fifth of the number of applications planned for the three years. The situation was even less favourable in respect of the sums paid, because only 0.7% of the funds available (that is year 2004-2005) was paid till the end of 2005 (Table 14). (In relation to this it has to be mentioned, however, that the processing of the applications submitted was not closed till 31 December 2005, 353 applications are still under processing and the sum actually paid could be related only to applications for compensation for loss of income.) Till 31 December 2005 151 applications were paid out of the 322 applications for compensation for loss of income approved in 2005.

The measure does not seem to utilise the allocated resources. The programme management unit proposes the modification of conditions in the way that there should be no limits according to LAU for investments realised from this fund.

14. Table

Monitoring indicators for the measure „Support for Meeting standards”
	Item
	Plan for 2004-2006*
	Year 2005
	Year 2004-2005 

	
	
	absolute figures
	%**
	absolute figures
	%***

	Number of beneficiaries
	plan
	2 618
	708 
	75,0
	2 465
	21,54

	
	fact
	 - 
	531 
	
	531
	

	Total expenditure (EUR)
	plan
	141 809 846
	68 438 395 
	1,17
	112 150 846
	0,71

	
	fact
	 - 
	799 578 
	
	799 578
	

	Out of which EAGGF (EUR)
	plan
	113 449 961
	54 750 000 
	1,17
	89 719 961
	0,71

	
	fact
	 - 
	639 662 
	
	639 662 
	


Source: NRDP and MARD

*Appropriation modified with the reallocation for the year 2004

**In proportion to data planned for 2005.

***In proportion to data planned for 2004-2005.

3.2.4. Afforestation of agricultural land

3.2.4.1. Introduction to the measure in brief

The objectives of the support realised by the afforestation of agricultural land include:
· to promote agricultural restructuring and to extend employment and improve income opportunities in rural areas;

· to increase the size and improve the quality of forested areas in Hungary on the long;

· to improve the public (environmental, economic, social/welfare) protection function of forests.

Eligible agricultural areas are areas classified as supportable under the MePAR classification, and has been subject to agricultural cultivation in the two consecutive years directly preceding the submission of the application for support.

The measure contains three different types of support: support for establishment, and for the related complementary measures, support for maintenance and compensation for loss of income in the form of non-refundable, normative supports. The minimum eligible size is 1 hectare; in case the area is smaller (but at least 0,3% hectares), it will be eligible for support only if adjacent to a forest area.

Since the time available in 2004 for the submission of the applications was relatively short, the measure was announced repeatedly between 15-31 January 2005 against the funds for the year 2004. Under the support for afforestation of agricultural lands the applications are not payment claims at the same time, so payment claims against year 2004 funds could be submitted between 1 February and 15 June 2005. In 2005 the new applications for support could be submitted between 1 July and 31 October 31 in two parts (1 June – 31 July and 8-31 August) (unlike the other measures, to the local offices of the State Forestry Service acting on behalf of the ARDA). For these the payment claims may be submitted in 2006 (from 1 February till 15 July 2006). On average, the measure would be realised by a proposed afforestation of 10 000 hectares per year, which would represent afforestation of 30 000 hectares between 2004 and 2006. The rate of support depends on the wood species, on the degree of slopes and on the type of area (protected or not) and ranges between EUR 842 and EUR 2 780 per hectare. Support for maintenance of the newly afforested areas is available for five years after plantation. The rate of support depends on the wood species and the degree of slopes and ranges between EUR 126 and EUR 463 per hectare per year. The compensation for loss of income may be granted for up to 20 years. The rate of support ranges between EUR 13.86 and EUR 281.90 per hectare per year depending on the cultivation categories and the ownership status of the area. Decision will be made on the basis of ranking the applications on the basis of a scoring system.

3.3.4.2. The measure’s financial plan

As regards the order of magnitude, the measure “Afforestation of agricultural land” is the 3rd most significant measure of the NRDP representing 9.6% of the 2005 budget and 10.6% of the three-year budget. (Table15).

15. Table

Financial plan of the measure “Afforestation of agricultural land” 

EUR

	Year
	EU
	National
	Total

	2004*
	16 072 000
	4 018 000
	20 090 000

	2005
	19 370 000
	4 840 000
	24 210 000

	2004-2005
	35 440 000
	8 860 000
	44 300 000

	2004-2006
	63 742 000
	15 936 000
	79 678 000


Source: NRDP

* Appropriation modified with the reallocation initiated in 2004 and approved by the Commission.

This is the only measure under the NRDP, which was affected by neither the year 2004 amendment nor the proposal for reallocating initiated in 2005. If this latter is also adopted the measure will step up to second place among the measures in respect of the size of funds. However, the amendment may have brought an allowance in respect of the conditions that the 25% specified on income from agriculture will include afforestation activities, and the 50% limit on the use of working hours in agriculture will be abolished, but the modification request was not approved in 2005 (see Chapter 3.3).

3.3.4.3. Achievements in 2005

In 2004, 723 applications were submitted for the measure “Afforestation of agricultural land” to the local offices of the State Forestry Service. The reason for the relatively few applications was the shortness of time, so the measure was announced repeatedly between 15-31 January 2005 against the funds of the year 2004. ARDA handled in a consolidated manner applications submitted against the same fund.,. Together with January 936 applications were submitted, 90.6% (848) of these had been approved. Demand for support calculation on the basis of the applications submitted reached nearly EUR 16 000 000 and applications concerned an area of 8 772 hectares. The difference between the submitted and approved applications results from the fact that 42 applications were withdrawn and 46 applications were rejected. Due to experience from the previous year and the lengthier period available for the submission of the applications a total of 1 831 applications were received in the summer and fall period of 2005. The request for support calculated on the basis of these was in excess of EUR 35 000 000 and affected 18 306 hectares (Particularly this latter figure is high, because calculations made during the planning of the measure contained yearly 10 000 hectares of new forest planted.) It is interesting to see that in spite of the significant increase in the number of applications submitted the number of applications rejected and withdrawn had both decreased (41 and 27, respectively, as opposed to 46 and 42, respectively in 2004), which probably means that the applicants received better and more precise information. (Table 16)

16. Table

The main characteristics of year 2004-2005 applications for support under the “Afforestation of agricultural land” measure

	Item
	2004*
	2005**

	Number of applications received
	723
	2 044

	Demand for support as calculated on the basis of the applications received (total public spending, EUR)
	11 778 864
	 42 530 132

	Size of area covered by the applications (ha)
	6 664
	20 414

	Number of application accepted
	723
	2 044

	Evaluated applications
	
	

	Number of approved applications (submitted in 2004)
	647
	201

	Number of approved applications (submitted in 2005)
	0
	1 272

	Request for approved applications for the whole period of the measure (EUR)
	32 210 258
	98 124 593

	Request for approved applications for the first year of the measure (EUR)
	11 451
	30 373 90

	Number of applications rejected (2004, 2005)
	67

	Reasons for rejection:

	lacking approved documentation
	54

	afforestation envisaged on non-supportable area
	7

	submitted outside the deadline
	5

	other administrative fault
	1

	Number of applications withdrawn (2004, 2005)
	64

	

	Number of applications paid
	0
	638

	Support paid (EUR)
	0
	11 889 443


Source: ARDA

*The 213 applications submitted in 2005 related to 2004 is presented for 2005.

**Among the applications submitted in 2005, the applications for the summer period (between 1 June and 31 July) were evaluated till 31 December 2005.

In both years in the vast majority of the cases, the reason for rejection was the lack of approved plan documentation (80.5% in total for the two years). This was followed by afforestation planned on non-eligible area and submission outside the deadline (7.5%), while the number of rejections for other administrative faults was low (1.5%).

Since a payment claim was not submitted in case of only one of the approved applications, only the request of latter will be detailed – due to the small difference between the two – by breaking it down to the local offices of the State Forestry Service. (Figure 5)

4. Figure

Breakdown per local offices of the SFS of requests for support calculated on the basis of payment claims relating to the year 2004 funds
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The Figure shows that the greatest demand for support was observed in relation to the SFS Debrecen (Hajdú-Bihar, Jász-Nagykun-Szolnok and Szabolcs-Szatmár-Bereg counties, the North Plain region), the Kecskemét (Bács-Kiskun, Békés and Csongrád counties, the South Plain region) and the Kaposvár (Somogy county) local offices. The average demand for support per applicant was EUR 17 022, which was by far exceeded in applications from Borsod-Abaúj-Zemplén (Miskolc local office) and Somogy county (on average EUR 37 813 and 32 519 per application, respectively), and significantly lower in ones from the South Plain region (Kecskemét local office) and Zala (Zalaegerszeg local office) county (on average EUR 11 289 and 10 800 per application). The size of the area affected by the payment claims is 8 039 hectares.

638 of the applications received payments till 31 December 2005 with the ARDA remitting a sum of EUR 11 889 443 to them.

The number of applications submitted in the summer and fall period of 2005 were much higher than in the previous “year”, and thus the volume of claim for support also grew significantly. A clearly visible shift can be observed within the 1272 approved applications evaluated till 31 December 2005 in comparison to the preceding year. (Figure6)

5. Figure

Breakdown per SFS local offices of demand for support calculated on the basis of approved applications relating to year 2005 funds
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The dominance of the Plain regions is also observable in applications submitted (already evaluated) against the year 2005 funds, since nearly one-half (47%) of all applications for support were submitted in relation to them (Debrecen and Kecskemét local offices). In spite of this the extremely low weight of the Zalaegerszeg local office can not be explained by being in charge of only a single county (Zala county). The average demand for support grew to EUR 21 421 per application, and alterations between the individual local offices remained the same with the higher sums, with the two extremes being the average of the Miskolc (EUR 53 804 per application) and the Zalaegerszeg (EUR 7 561 per application) local office.

It is worthwhile to inspect the applications in respect of individual and associated farms. The trends shown by the data are identical to those outlined under the LFA, so individual farmers submit applications in much higher numbers (778 as opposed to 158 in 2004, and 1 606 as opposed to 225 in 2005The realization of indicators is shown in Table 17.

The measure will reach its intended aims.

17. Table

Monitoring indicators of the measure “Afforestation of agricultural land”

	Item
	Plan for 2004-2006*
	Year 2005
	Year 2004-2005 

	
	
	absolute figures
	%**
	absolute figures
	%***

	Number of beneficiaries
	plan
	13 875
	 4 625
	31,87
	8 785
	24,13

	
	fact
	 - 
	1 473 
	
	2 120
	

	Total size of supported areas (ha)
	plan
	30 000
	 10 000
	156,09
	19 000
	116,01

	
	fact
	 - 
	15 608,81 
	
	22 042,48
	

	Total expenditure (EUR)
	plan
	79 678 000
	 24 210 000
	49,11
	44 300 000
	26,84

	
	fact
	 - 
	11 889 443 
	
	11 889 443
	

	From this: EAGGF (EUR)
	plan
	63 742 000
	 19 370 000
	49,11
	35 442 000
	26,84

	
	fact
	 - 
	9 511 554 
	
	9 511 554
	


Source: ARDA

*Appropriation modified with year 2004 reallocation

**In proportion to data planned for 2005

***In proportion to data planned for 2004-2005

Although in 2004-2005 only 24.13 per cent of planned number of applications (beneficiaries) were approved, the area covered by them is 116.01% of the total area proposed for support (this accounts for 86.20% of the three-year appropriation), which is due mainly to strong demand in summer period in 2005. Due to delays in payments financial performance remained below 30% till 31 December 2005, but it must not be left unconsidered that the size of the commitments made till then (EUR 41 825 590) had exceeded 60% of year 2004-2006 funds.

3.3.5. Early retirement

3.3.5.1. Introduction to the measure in brief

The primary objective of the support is to ensure that elderly (from the age of 55 years till reaching the official retirement age) farmers (who have been engaged in agricultural activities for 10 years preceding the application or spent at least 5 years as leader of a farm) can terminate their agricultural activities under fair conditions. The Early retirement measure provides regular compensation for loss of income (until reaching 75 years, but maximum for a period of 15 years).

The measure “Early retirement” potentially affects approximately 10 000 individuals. The size of the agricultural area affected is expected at 50 000 hectares, while the average size of agricultural holdings may be increased by approximately 0.5 hectares. Opening of this scheme is important because it would ensure life annuities for the producers above 55 years of age without their families losing their lands.

The scheme was not opened either in 2005. Within the present planning period, this measure applies for the year 2006. The reason for the late introduction is the time required for the necessary amendments of the relevant acts and regulations. According to the original conception, in case of the measure “Early retirement”, the beneficiaries would have received a pension-like contribution, which would have render social help before the old age pension and afterwards it would have served as a supplement for the clients giving up farming. The measure constitutes the part of NRDP, but it was not introduced because of the unclarified connection with the concerning tax and social insurance regulations, and because of the unclarified regulation of the tasks to be fulfilled by the Payment Agency – Agricultural and Rural Development Agency (ARDA). It was not determined if the measure should work as a simple support or as an income-supplement counting in the period of service (the period in employment as a base of calculation of pension) and harmonizing with the above regulations. The Meeting of State Secretary of MARD on the 6th of September adopted a decision by which the earliest date of the introduction – following the approval of the EU Commission – is the 1st of January 2007. 

The budget of this measure for this year is EUR 19 400 000 which equals to 7.1% of the annual appropriation and 2.6% of the total program budget. However, the Early retirement measure is affected drastically by the pending claim for reallocation, because in case of approval the program will not be announced in the 2004-2007 NRDP period. The Deputy Undersecretary Meeting of the MARD adopted a resolution on 6 September 2005, whereby the earliest date of introduction – following approval by the Commission of the European Union – is 1 January 2007. The reason for that is the fact that in 2005 it was not possible to harmonise the different legal aspects with the problems arisen in connection with utilisation of the support. 

3.3.6. Support for semi-subsistence farms undergoing restructuring

3.3.6.1. Introduction to the measure in brief

The objective of the measure “Support for semi-subsistence farms undergoing restructuring” is to facilitate the conversion of only semi-subsistence farms into market-orientated production holdings by providing compensatory allowance. 

The typical obstacles of the development of semi-subsistence farms include the lack of capital required for the development and the lack of skills, up-to-date knowledge and information about the market, as well as threats relating to single-sided production structures. In order to facilitate the elimination of these obstacles the beneficiaries will receive under the measure an annual support of EUR 1000.

The support is available for individual agricultural entrepreneurs and full-time primary producers operating in Hungary, where the output of the farm was between 2-5 ESU in the year preceding the implementation, the applicant holds the relevant professional qualification or three-years professional experience. Further conditions include the compilation of a 5-year business plan forecasting at least 5 ESU output or a 50% growth by the end of the fifth year. During the awarding of the support preference will be given to applicants from less favoured areas and young farmers.

In case of the measure Support for semi-subsistence farms the interest did not meet the expectations. The primary reason for the low number of applications for support was the disproportion between the complex nature of eligibility conditions (specific farm size, professional qualification, strong increase in output by the end of the 5th year) and the low sum of support. As regards easing the conditions of the support it was considered that the lower limit of the farm size should be decreased to 1 ESU which however threatens criteria for viability. Thus the only allowance in the so-called professional modification proposals presented to the Commission concerned miscellaneous eligibility criteria by accepting skilled worker level qualification or five years professional experience instead of the relevant professional medium level qualification or three years professional experience, and increasing the maximum 0.3 hectares of grape or fruit plantations to 2 hectares.

3.3.6.2. The measure’s financial plan

The original year 2004 appropriation of the Support for semi-subsistence farms under restructuring (EUR 4.21 million) was reduced by EUR 3 000 000 to EUR 1 210 000 by the year 2004 reallocation of NRDP funds (Table 18). 34.1% of support planned for the three-year period, that is EUR 7 161 605 was projected for 2005, therefore - taking into account in total funds available for 2004 and 2005 - a sum of EUR 8 400 000 was available for the allocation of support this year.

18. Table

Financial plan of the Support for semi-subsistence farms measure 

EUR

	Year
	EU
	National
	Total

	2004*
	968 000
	242 000
	1 210 000

	2005
	5 730 000
	1 431 605
	7 161 605

	2004-2005
	6 698 000
	1 673 605
	8 371 605

	2004-2006
	16 798 000
	4 203 605
	21 001 605


Source: NRDP and MARD

*Appropriation modified with reallocation initiated in 2004 and approved by the Commission.

The planned year 2005/2006 reallocation of funds would cut this measure in 2005 by EUR 2 162 605 and in 2006 by EUR 7 630 000 (in total HUF 2.5 billion).

3.3.6.3 Achievements in 2005

In 2004 1 032 
individual farms submitted applications for the Support for semi-subsistence farms undergoing restructuring scheme. 9 of these were withdrawn and 305 applications were rejected (Table 19). There are several possible concurrent reasons for the rejection of individual applications for support. One of these, and at the same time the one observed most often, is the submission of non-eligible applications, and within that failure to meet conditions on holding size. 57.1% of the rejected applications failed to reach the bottom limit of standards on the size of the farm and 28.8% exceeded its maximum. Formal faults (incorrectly filled data form, no signature, etc.) or applications submitted with missing items (lack of certification of professional practice, lack of document certifying qualification, no business plan prepared, etc.) were other common reasons for the rejection of applications. Out of the 716 applications approved 710 were paid at a sum of EUR 710 000 (HUF 174.6 million) in 2005. The handling of the applications was not closed till 31 December 2005, the judgment of appeals by two applicants was still in process.)

19. Table

Year 2004 and 2005 applications for support under the measure „Support for semi-subsistence farms undergoing restructuring”

	Item
	2004*
	2005

	Number of applications received
	1032
	408

	Demand for support as calculated on the basis of the applications received (EUR)
	1 032 000
	408 000

	Number of application accepted
	1032
	408

	Number of approved applications
	0
	716*

	Request for approved applications for the whole periode of the measure (EUR)
	0
	3 580 000

	Request for approved applications for the first year of the measure (EUR)
	0
	716 000

	Number of applications rejected
	0
	305

	Reasons for rejection:

	ineligible request
	0
	292

	formal fault, or application submitted with missing items
	0
	10

	application submitted outside the submission period
	0
	1

	the applicant had not replied to the request to supply missing items and the without such data the application can not be evaluated
	0
	2

	Number of applications withdrawn
	0
	9

	

	Number of applications paid
	0
	710

	Support paid (EUR)
	0
	710 000


Source: ARDA

*The evaluation of appeals by two applicants is under way.

The period of submission of year 2005 applications for support and payments in 2005 in both cases was open from 1-31 July. During this period a 703 payment claims and 408 new applications for support were submitted to the ARDA. The applications are being processed in respect of both support and payments. 

45.6% that is the vast majority of support paid at EUR 710 000 was realized in the Northern Plains region. (Figure 7)

6. Figure

Regional distribution of the support paid
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On the basis of the measure's year 2005 appropriation a total of 8 300 applications could have been financed. As opposed to this, payments were made in 2005 to 710 applicants, which means that not even 10% of the available funds were used. 

The low interest is attributable partly to the lack of the information supplied and partly to the lack of documentation of agricultural activity (eligibility is conditional on revenue and the increase thereof, but the target farms are unable to present invoices for most of their revenue and to thereby certify them) and partly to the strict eligibility criteria. One of the latter is a 50% increase in output and the 5 EUME production value, which is to be reached by the participants by the end of the 5th years. It may be difficult to fulfil this for agricultural undertakings, because farming, in comparison to other sectors, is much more riskier due to damage caused by natural disasters, and thus the farmers are not willing to take the risks of fulfilling this condition.

As a consequence of this in 2005 only a slight progress was made in terms of the monitoring indicators. The number of the beneficiaries is only 12.03% of the planned level, and the sum paid is even lower at a mere 9.91%.

The measure has not reached its intended aims, the program management unit proposes reallocation of its funds in favour of the agri-environment measure.

20. Table

Monitoring indicators of the measure „Support for semi-subsistence farms undergoing restructuring”

	Item
	Plan for 2004-2006*
	Year 2005
	Year 2004-2005 

	
	
	absolute figures
	%**
	absolute figures
	%***

	Number of beneficiaries
	plan
	12 450
	 5 950
	12,03
	6 980
	10,26

	
	fact
	 - 
	716 
	
	716
	

	Total expenditure (EUR)
	plan
	21 001 605
	 7 161 605
	9,91
	8 371 605
	8,48

	
	fact
	 - 
	710 000 
	
	710 000
	

	From this: EAGGF (EUR)
	plan
	16 798 000
	5 730 000
	9,91
	6 698 000
	8,48

	
	fact
	 - 
	568 000 
	
	568 000
	


Source: NRDP

*Appropriation modified with year 2004 reallocation

**In proportion to data planned for 2005.

***In proportion to data planned for 2004-2005.

3.3.7. Supporting the establishment and administrative operation of producer groups

3.3.7.1. Introduction to the measure in brief

The measure provides support for the establishment and administrative operation of producer groups to remedy structural deficiencies caused by the lack of self-organization by the producers and to strengthen the ability of producers to enforce their interests in the market.

The support is available exclusively for producer groups who have been recognized by the Minister of Agriculture and Rural Development. Another condition for the support to be granted is that the producer group should operate in any of the following plant production and livestock keeping sectors: cereals, rice, potato, oil seeds, sugar beat, textile plants, cut flowers, buds and living plants, grape and wine, herbs and spices, nursery products; and, raw milk, other raw milk, bovine, pig, rabbit, sheep and goat, fish, fur animals, poultry and eggs and honey. Producer groups in the fruit/vegetable and tobacco sector are not eligible for support within this measure. Each producer group may use the support once, and may not submit a new application for support after the five-year period. The sum of the support is dependent on the production value marketed by the producer group.

Since the scheme is successful as is, the Support for the establishment and administrative operation of producer groups measure was affected by the year 2005/2006 so-called professional modifications, presented to the Commission, only with some minor technical, clarifying and simplifying changes, which are the following:

· The restriction applied previously, whereby the member of the producer group had to undertake a notice period of 12 months, was removed from among the Decree on the recognition of producer groups, because such limitation of the free movement of members violates their freedom and is difficult to sanction. Therefore this specification may not be included among the criteria for support.

· Soy should be included among supportable agricultural sectors.

· After their incorporation the organizations do not have an extract of the approved annual balance sheet, so it is necessary to allow replacement of the extract of the annual balance sheet, being part of the application for support, with a supplementary form that contains the production value of marketed by the members of the group.

3.3.7.2. The measure's financial plan

The original appropriation of the measure Support for the establishment and administrative operation of producer groups for 2004 (EUR 7 600 000) was reduced by EUR 5 625 000 to EUR 1 975 000 by the year 2004 reallocation of the NRDP sources. (Table 21) 43.7% of support projected for the three years, that is EUR 12 400 000 was planned for 2005 - also taking into account the reallocation - so in total a sum of EUR 14 375 000 is available for payments on the basis year 2004 and 2005 funds. 

21.  Table

Financial plan of the measure “Supporting the establishment and administrative operation of producer groups” 

EUR

	Year
	EU
	National
	Total

	2004*
	1 580 000
	395 000
	1 975 000

	2005
	9 920 000
	2 480 000
	12 400 000

	2004-2005
	11 500 000
	2 875 000
	14 375 000

	2004-2006
	22 700 000
	5 675 000
	28 375 000


Source: NRDP

*Appropriation modified with reallocation initiated in 2004 and approved by the Commission.

The reallocation proposed within the year 2005/2006 modification would affect the measure’s year 2006 funds with a sum of EUR 2 057 000 (HUF 523.5 million), which represents a 17.2% decrease in the year 2006 sum of the appropriation.

3.3.7.3 Achievements in 2005

Support was paid in 2005 on the basis of applications received in 2004. In 2004 producer groups submitted 9 applications, 2 of which were rejected. In both cases the reason for rejection was the lack of state recognition granted by the Minister of Agriculture and Rural Development. The 7 applications approved received payments at EUR 442 075 (HUF 108.7 million) in 2005 (Table 22). The average sum of support per producer group was EUR 63 154 (HUF 15.5 million) as opposed to the upper limit of EURO 100 000 per applicant.

22. Table

Year 2004 and 2005 applications for support under the measure “Supporting the establishment and administrative operation of producer groups” 

	Item
	2004*
	2005

	Number of applications received
	9
	155

	Demand for support as calculated on the basis of the applications received (EUR)
	604 204
	9 117 077

	Number of applications accepted
	9
	155

	Number of approved applications
	0
	7

	Request for approved applications for the whole periode of the measure (EUR)
	0
	2 071 495

	Request for approved applications for the first year of the measure (EUR)
	0
	442 075

	Number of applications rejected
	0
	2

	Reasons for rejection:

	lack of recognition by the state
	0
	2

	Number of applications withdrawn
	0
	0

	 

	Number of applications paid
	0
	13

	Support paid (EUR)
	0
	931 495


Source: ARDA

*The data shown in the table for 2004 differ from those shown in the NRDP report on 2004. The reason for this is that the overall processing of the applications was closed only 2005, and thus data were modified.

The eligible parties may receive support through five years under the measure “Supporting the establishment and administrative operation of producer groups”. The applications for support submitted in the first year - if approved - are regarded as payment claims at the same time. However, an payment claim is to be submitted in every year starting from the second year for the disbursement. 

These payment claims could be submitted till 30 June 2005 by producer groups, which held in 2005 decisions on the approval or partial approval of applications for support issued in the preceding year.

Producer groups submitted 14 payment claims till the above date, of which 4 were withdrawn and 4 were rejected. On the basis of the 6 applications approved the ARDA disbursed support at EUR 489 420 (HUF 120.4 million) to producer groups in 2005. The average sum of support per producer group was EUR 81 570 (HUF 20.1 million), which is 29.2% higher than the average of sums received by the producer groups previously. This growth is outstanding also, because the rate of support is determined at a certain percentage of the marketed production value and this percentage is gradually decreasing during the five years of the support.

Therefore producer groups received in total in 2005 a sum of EUR 931 495 (HUF 229.1 million) by taking into account the year 2004 applications for support and year 2005 payment claimss.

The regional distribution of support paid in 2005 is shown on Figure 0.

7. Figure

Regional distribution of the support paid

[image: image14.wmf]2,1%

2,1%

5,9%

24,4%

3,7%

45,6%

16,2%

DÉL-DUNÁNTÚ

L

NYUG

A

T

-

DUNÁNTÚ

L

KÖZÉP-DUNÁNTÚ

L

KÖZÉP-

MAG

Y

ARORSZÁG

ÉSZAK-MAG

Y

ARORSZÁG

ÉSZAK-ALFÖLD

DÉL-ALFÖLD

A

SK

SLO

RO

U

A

HR

SCG


Central Transdanubia 21,5%

Southern Transdanubia 49,4% 

North Plains 29,2%

Source: ARDA

The (first) period of submission of applications for support by newly recognized producer group was open from 1 to 31 August 2005.

The new (second) period of submission of applications for support was announced between 1-30 November 2005, because this was made possible by the funds available.

In 2005 (in total in August and November) 155 applications for support were received, whose processing was not completed till 31 December 2005. (Table 22)

“Supporting the establishment and administrative operation of producer groups” is the most popular measure of the recent period. The number of applications for support multiplied after the initial preparations. This was also attributable to that in the meantime there was a substantial growth in the number of producer groups having been granted final recognition. A total of 157 producer groups were granted state recognition by the Minister of Agriculture and Rural Development till 1 November 2005.

The new applications for support received in 2005 – as mentioned before - are still being processed, so no decision has been made on support. Thus the sudden growth in interest for the measure is not shown in the monitoring indicator on the number of beneficiaries. (Table 23) The sum of EUR 931 495 paid does not reach 3% of the three-year funds.

The intended aim of the measure is only partly reached, the allocations not used will be reallocated to agri-environment measure.

23. Table

Monitoring indicators of the measure “Supporting the establishment and administrative operation of producer groups” 

	Item
	Year 2004-2006 plan**
	Year 2005
	Year 2004-2005 

	
	
	absolute figures
	%***
	absolute figures
	%****

	Number of beneficiaries
	plan
	155
	125
	0%
	145
	4,83(4,14)*

	
	fact
	 - 
	0
	
	7(6)*
	

	Total expenditure (EUR)
	plan
	28 375 000
	12 400 000
	7,51
	14 375 000
	6,48

	
	fact
	 - 
	931 495
	
	931 495
	

	From this: EAGGF (EUR)
	plan
	22 700 000
	9 920 000
	7,51
	11 500 000
	6,48

	
	fact
	 - 
	745 196
	
	745 196
	


Source: NRDP

*The state recognition of one producer group, having previously received support, was withdrawn.

**Appropriation modified with year 2004 reallocation

***In proportion to data planned for 2005.

****In proportion to data planned for 2004-2005.

3.3.8. Complement to direct payments supporting the cultivation of various plants (hereinafter: top-up support for plant cultivation)

3.3.8.1. Introduction to the measure in brief

The objective of complimentary national direct payments is to ensure – by providing complementary income – the reduction of the competitive disadvantage of Hungarian farmers against farmers in older member-states of the EU. The support contributes to the improvement of the income position of the farmers and increases their liquidity required for making innovations.

The NRDP, approved by Decision No C3235/2004 of the European Commission, had not contained any measures on support for complement to direct payments. Since the launch of implementation of the NRDP was delayed significantly the vast majority of funds allocated for 2004 were paid in 2005. Therefore support for one vegetation period was missed till the payments were first started. At the same time the highly unfavourable agricultural season in 2005 and the year 2006 budget restrictions made questionable the potential for the payment of the year 2005/2006 complementary national payments already approved. These circumstances had made it necessary to draw in additional sources.

In line with Article 1c of Council Regulation 1259/1999 Hungary intended to use the opportunity to increase and to finance partly the top-up support for plant cultivation through the reallocation of the sources of the year 2004. The proposal for amendment contained the sum of funds, the rate of unit support, the quotas and the rules of implementation and checking. In Decision No C3425/2005 the European Commission adopted the corrected proposal for amendment on the year 2004 sources of the NRDP. The proposal for amendment affected 17% of the year 2004 sources of the NRDP. The reallocated funds can be allocated for complementing the area-based support of plant cultivation of the top-up support of plant cultivation. The year 2004 NRDP sources served the co-financing of applications submitted in 2004, they were paid in 2005.
The proposal for amendment of the NRDP concerning 2005 was officially submitted on 28 December 2005. In 2005 the Commission had not made any official standpoint concerning the proposal, and no official comments were made, so it could not be implemented in the period in question.

3.3.8.2. The measure’s financial plan

24. . Table

The financial plan of the measure „Complement to direct payments to the top-up support for cultivation of plants” 

EUR

	2004
	2004-2006

	Financial sources
	Financial sources

	EU
	National
	Total
	EU
	National
	Total

	31 372 549,02
	7 843 137,25
	39 215 686,27
	31 372 549,02
	7 843 137,25
	39 215 686,27


Source: Top-up – request for modification of European Commission Decision No 29/VI/2004 concerning the year 2004 Complementary National Support in Hungary

The Minister of Agriculture and Rural Development Decree No. 87/2004 (V. 15.) maximized the sum of support available for complement to direct payments for plant cultivation at HUF 11 000/ha that is EUR 49.929/ha. The Minister of MARD set, on the basis of 5§ (1)c of 6/2004. (I. 22.) Government Decree, the amount of the TOP-UP support for plant cultivation at 9 000/HUF/ha.

25.  Table

Maximum support available for complementary national direct payment for the top-up support of plant cultivation

	Arable land CNDP
	Financial source (€)
	Support available (€/ha)
	Maximum supportable eligible unit (quota)(ha)

	NRDP co-financing
	39 215 686,27
	11,138
	3 520 790

	National source
	111 927 994
	31,791
	3 520 790

	Total
	151 143 994
	42,929
	3 520 790


Source: Top-up – request for modification of European Commission Decision No 29/VI/2004 concerning the year 2004 Complementary National Support in Hungary

3.3 8.3. Achievements in 2005

Since the decision on the reallocation of NRDP sources for complement to direct payments to the top-up support of plant cultivation was made on 2 September 2005, so the year 2004 progress report does not contain a description of the progress of the complement to direct payments measure. Since it was possible from a financial and technical point of view to reallocate the resources for financing the applications received in 2004, therefore this chapter contains the data of applications received in 2004. In 2005 (for the sources of 2004) a total of 164 744 applications for support were accepted for the measure. Out of the applications received 162 404 were approved (98.58%), 1990 were withdrawn (1,1%), and 2 301 were rejected (1.4%). (Table 26)

26. Table

Key parameters of applications for support in 2005 (for the sources of 2004) in case of the complement to direct payments for the top-up support of plant cultivation

	
	Number
	Request for support (EUR), of this

	
	
	EAGGF
	national
	Total

	Applications received
	166 695**695**
	
	
	

	Applications accepted
	164 740
	
	
	

	Applications approved
	162 404
	
	
	

	Rejected applications
	2301
	
	
	

	Withdrawn applications
	1990**
	
	
	

	Paid applications
	162 404
	31 244 224,57*


	7 811 061,63*


	39 055 286,20*




Source: ARDA

* Payments between 1 January and 31 December 2005

** The reason for the difference between the received and accepted applications is that many documentations submitted were not able to be regarded as applications due to formal errors.

Form the applications submitted in 2004 (payments made in 2005) for this measure 35 040 applications were proved to be asked for supplement for deficiencies as a result of the administrative control. The most frequent errors are the following:

· missing individual block maps

· unclear parcel marking

· lack of signature on document

In relation to the revision of content of administrative checks in total 45 742 applications were affected. The reason for the checking of data is block over-applications revealed during cross-revisions.

27. Table

Regional distribution of the year 2005(for the sources of 2004) approved applications

	Regions
	Approved applications
	Eligible area

	
	number
	proportion (%)
	size (ha)
	proportion (%)

	Central Hungary
	8 493
	5,23%
	213 959,3
	6,12%

	Central Transdanubia
	11 447
	7,05%
	413 561,3
	11,83%

	Western Transdanubia
	13 201
	8,13%
	408 063,5
	11,67%

	Southern Transdanubia
	16 249
	10,01%
	585 582,7
	16,75%

	Northern Hungary
	12 081
	7,44%
	340 179,5
	9,73%

	Northern Plain
	53 862
	33,17%
	742 945,2
	21,25%

	Southern Plain
	47 071
	28,98%
	791 692
	22,65%

	Total
	162 404
	100,00%
	3 495 983,5
	100,00%


Source: ARDA and own calculations

The breakdown by regions shows the regional distribution of the suitability of plant cultivation on arable lands, and the weight of the Plain regions dominating in the cultivation of plants on arable lands.

In 2005 under the measure a total of EUR 39 055 286.20 was paid on 162 404 applications till 31 December. 

3.3.9. Utilisation of NRDP funds for the payments of the SAPARD Programme and its control

In 2005 a total of EUR 205 191 314 was paid from NRDP sources, from this amount, EUR 2 020 174 was paid for SAPARD measures according to the relevant provisions of EC Regulation No. 447/2004 and to the guidelines for closure of the SAPARD Programme An additional HUF 47 533 474 was approved this year and it will be paid in the course of 2006.

In respect of controlling, the ARDA supplied the following data: in respect of SAPARD payments in total 1 312 on-the-spot checks were carried out, and 22 of these - in proportion to the use of the fund - concerned measures financed from the relevant fund of the NRDP.

4. Financial realisation

During the fall of 2004, a total of six measures were opened for applications (the "Early retirement" measure was not announced). The same situation was carried on to 2005 with the difference that no new applications could be submitted for the agri-environment measure in 2005.

In 2004, EUR 207 750 000 was available for the funding of the NRDP, of which EUR 20 000 000 was reallocated to the SAPARD Program, where the applications considerably exceeded the available funds. The framework budget of the “Technical assistance” measure is EUR 15 000 000, therefore the support funds available amounted to EUR 192 750 000. This amounts to 27.7 per cent of the three-year funds. As a consequence of the late start of implementation of the plan, it was impossible to implement the appropriations for 2004. Until 31 December 2004 more than 40 000 applications were received by ARDA, (most of these concerned the Agri-environment measure), but no actual support payments were made. 
In 2005 to keep up with the planned financial progress – also taking into account remnant sums from 2004 and the reallocation for the purposes of the top-up (see later) – a sum of EUR 393.4 million should have been made available. As opposed to this only EUR 162.1 million was paid to beneficiaries, which is a 41.2% performance.

The low level of payments was in part due to delays caused by technical problems, but – apart from some successful measures – there was also a lack of interest and in some cases conditions were difficult to fulfil.

The reason for the late introduction of the measure Early retirement is the time required for the necessary amendments of the relevant acts and regulations. The earliest planned date for the introduction is 1 January 2007.

During the following analysis we are going to use the cumulated data from the decisions of payment and the cumulated data of the actual payments based on the decisions of approval. In total EUR 207 271 989 was approved for payments in the decisions of payment, out of which EUR 205 191 314 was paid directly to beneficiaries under the National Rural Development Plan from this amount, EUR 2 020 174 was paid in relation to SAPARD Programme and EUR 39 055 286 was used for top-up payments under an authorization for year 2004 reallocation. In addition to this, the ARDA paid EUR 4 065 802 to the measure “Technical Assistance”.

Among producers the greatest interest was shown for the Agri-environment measure of the NRDP. The sum of support calculated on the basis of the applications received in 2004 were four-times as high as the funds available for that year. Therefore new applications for support could not be submitted in 2005. The actual processing of applications for the year 2004 was started only in 2005. Due to the extremely high number of applications the (on-site) audit of the system of conditions of processing and payments posed a task of great difficulty for the ARDA, so the first payment were fulfilled in October 2005. A sum of EUR 141.6 million was approved for payments in the decisions of payment, out of which EUR 139.9 million was paid till the end of the year, accounting for 81% of payments planned for the first two years.

As mentioned previously the ARDA approved payments to the producers in total in 2005 out of which a sum of EUR 160 050 052 on the six measures opened in 2004. The vast majority that is 87.2% of the support paid concerned request for support under the Agri-environment scheme. (30 Table)

In 2005 new applications for support could not be submitted for the Agri-environment measure. The evaluation of 32 685 applications received in 2004 and the on-the-spot checks to follow were completed in 2005. 21 672 of the eligible 24 160 applicants received payments till 31 December 2005. 

The first period of the submission of applications for the measure Meeting standards was closed in the first half of 2005. Until 30 April 2005 a total of 1021 applications were received with demand for support EUR 14 633 275 for the whole period of the measure. The submitted claims require 6 871 786 euros for the first year. From 1 January 2005 to the end of April 2005, and 531 of these were approved till the end of 2005 after evaluation. Of these 322 were immediately payable applications for compensation for loss of income, and among these 151 applications were paid till the end of 2005 at the sum of EUR 799 578, out of which EUR 782 121 was actually paid to the beneficiaries. In order to make progress substantial efforts were made in the supply of information and in the facilitation of compiling the applications in a professional manner. The impact of all this, however, will show only after 2005, so the monitoring indicators for year 2005 do not show any substantial growth. The number of applications evaluated and approved is just higher than one-fifth of the number planned for the two years (2004-2005), although the handling of the applications was not completed till 31 December 2005. The situation is even worse concerning the sums paid, because only 0.5% of the two-year funds (EUR 782 121) had been paid till the end of 2005. It has to be mentioned though that payments in the first year concern only applications for compensation for loss of income, since investment support can be paid only after implementation. The payments for the approved, non compensation for loss of income applications can be made after the implementation of the investments and the performance of on-the-spot checks. The judgment of applications submitted from 1 November 2004 to 30 April 2005 was not finished till 31 December 2005.

In 2004, 723 applications were submitted for the Afforestation of agricultural land measure to the local offices of the State Forestry Service. Since there was a shortness of time the measure was announced repeatedly between 15-31 January 2005 against the funds of year 2004. In total 936 applications were received in January and 90.6% (848 applications) of these were supported. Demand for support calculated on the basis of the applications received reached nearly EUR 16 000 000 and an area of 8 772 hectares was covered by the applications. The number of applications submitted in the summer and fall of 2005 – 1831 – was in turn much higher than in the previous period, and thus the volume of demand for support also grew significantly. Although in 2004-2005 only 19 per cent of planned number of applications were received, the area covered by them is 86% of the total area proposed for support. 847 payment claims were submitted to the ARDA after the completion of the investment, and in case of 638, the support was paid. Due to delays in payments financial performance remained below 15% till 31 December 2005 (EUR 11 714 429), but it must be remembered that the size of the commitments made till then (EUR 41 825 590) had exceeded 60% of the funds. 1 763 of the 1 831 new applications for support received in 2005 were approved, but their payment has not started.

In 2004 1032 individual farms submitted applications for the measure Support for semi-subsistence farms undergoing restructuring, and 716 of these were accepted. (The judgment of appeals by two additional applicants was not finalized until 31 December 2005.) Out of the 716 applications approved 710 were approved for payment at a sum of EUR 710 000 in 2005. out of which EUR 705 835 was paid actually. In total 408 new applications for support were submitted by individual farms from 1 to 31 July 2005, whose processing – similarly to year 2005 payment claims – is under way. On the basis of the funds of the measure for the years 2004-2005 (after the reallocation) a total of 8300 applications could have been financed. As opposed to this not even 10% of the funds were used. The low interest is attributable partly to the lack of documentation of agricultural activity (eligibility is conditional on revenue and the increase thereof, but the target farms are unable to present invoices for most of their revenue and to thereby certify them) and partly to the strict eligibility criteria (50 per cent growth in output till the end of the 5th year). As a consequence of this in 2005 only a slight progress was made in terms of the monitoring indicators.

For the measure Support for producer groups 7 of the 9 applications submitted in 2004 were approved in 2005. These applications were approved to be paid in 2005 at the sum of EUR 931 495 out of which the actual payment was EUR 927 680. In 2005 the ARDA paid a sum of EUR 489 420 on payment claims submitted by the same applicants (and of them 6 producer groups) against the year 2004 funds. In spite of this, however, only 12.2% of the funds for the year 2004 was used. However, a major step forward is that in 2005 155 new applications for support were submitted, their processing is still under way. One of the factors having played a part in the growth is that in the meantime there was a significant growth in the number of producer groups, which were granted final recognition. Until 1st November 2005, the Minister of Agriculture and Rural Development granted state recognition to 157 producer groups.

As opposed to 5 761 applications in 2004, a mere 787 new applications for support were submitted under the Support for less favoured areas measure, and 5 302 of these were approved (67%), from the latter 4 787 received approval for payments at EUR 6 151 157 out of which EUR 6 016 980 was actually paid. 530 of the 787 new applications for support submitted in 2005 have not had payments initiated. 204 applications were withdrawn and 53 were rejected. The year 2005 approved applications concern less than 2% (1.87%) of the supportable areas and demand for support reaches only 2.5% of funds available for the year (1% of the three-year fund). 

Support paid to producers was financed by the ARDA from Community support at EUR 96 338 000, allocated by the EU as advance in two instalments, the national budget, and the sum disbursed from the Treasury Single Account as advance. In October 2005, the ARDA initiated subsequent settlement of accounts with the Commission of support paid till then. The sum requested by the Paying Authority totalled EUR 100 243 772, of which EUR 100 243 217 was remitted by the Commission in two instalments in December 2005. The sum of EUR 555 appearing as deficit is presently subject to dispute. (Table 28)

28. Table

Community support received in the framework of the NRDP

	Fund
	Sum (EUR)

	Advance remitted by the EU
	96 338 000

	7 October 2004
	60 230 000

	7 March 2005
	36 138 000

	Request by Paying Authority
	100 243 772

	Support remitted by the EU
	100 243 217

	22 December 2005
	90 000 000

	28 December 2005
	10 243 217


Source: ARDA

Similarly to the year before the national funds were not available in full in 2005 either in the Hungarian budget. The budget contained in total HUF 9.11 billion (EUR 36 726 466
) as appropriation for NRDP measure and NRDP provisions. This sum accounts for 86.1% of the national co-financing sum planned for 2005 at EUR 42 636 863
 . 

Till the end of 2005 only 16.6% of the total 2004-2006 support funds – modified with the year 2004 reallocation - was drawn through request by the paying authority at EUR 100 243  772 (Table 29). Of course on the level of the individual measures the use of the funds shows differences: for example at the Agri-environment scheme the ARDA requested more than 25% of the three-year funds, but at the same time there was no demand at all for the measures Meeting standards, support for less favoured areas and evidently the early retirement.

The request by the paying authority is low not only in comparison to the three-year fund, but also in comparison to the demand forecasted in April. The demand forecasted in April is nearly two-times as high as the sum finally requested from and (in large part) paid by the Commission. 

Payment forecasts submitted to the Commission through the SCF system estimated an amount of EUR 221,66 million as total eligible cost in 2005, out of which EUR 176,675 million was calculated as EAGGF co-financing. In fact, EUR 205,191 million was actually paid to the beneficiaries in 2005 (which amounts to EUR 160,1 million without the payments to the SAPARD Programme, the measure TA and the TOP-UP payments), out of which EUR 164,052 million was the part of EAGGF co-financing. This means 92,6 % of the forecast amount was paid to the beneficiaries. 

According to the calculations made in accordance with the "n+2" rule, in the case of NRDP EUR 196 581 217 EAGGF support was received on the basis of the payment claims of the Paying Authority until 31 December 2005, which is 108.48 % of the amount in the financial table in force (EUR 181 200 000). That means that the n+2 rule for 2004 was accomplished in 2005.

29. Table

Progress of the financial realization of the NRDP till 31 December 2005 – Financial accounts with the European Union

	Priority/Measure
	Planned funds
	April 2005 projection
	Payment Claim submitted by Paying Agency

	
	Total
	EU
	Total
	EU
	Total
	EU

	A) Safeguarding and improving the conditions of the environment

	Agri-environment
	299 473 863
	239 577 490
	153 660 000
	122 925 000
	77 298 554
	61 838 843

	Meeting standards
	141 809 846
	113 449 961
	12 000 000
	9 600 000
	0
	0

	Priority A
	441 283 709
	353 027 451
	165 660 000
	132 525 000
	77 298 554
	61 838 843

	B) Supporting the conversion of the production structure towards better matching to the ecological and market conditions

	Afforestation of agricultural land
	79 678 000
	63 742 000
	20 900 000
	16 070 000
	6 297 548
	5 038 039

	Priority B
	79 678 000
	63 742 000
	20 900 000
	16 070 000
	6 297 548
	5 038 039

	C) Increasing the economic viability, financial conditions and market position of producers

	Support for semi-subsistence farms
	21 001 605
	16 798 000
	3 000 000
	2 400 000
	928 107
	742 485

	Establishment and administrative operation of producer groups
	28 375 000
	22 700 000
	6 100 000
	4 880 000
	705 415
	564 332

	Early retirement
	19 378 000
	15 500 000
	0
	0
	0
	0

	Priority C
	68 754 605
	54 998 000
	9 100 000
	7 280 000
	1 633 522
	1 306 818

	D) Maintaining and improving agricultural activities hereby providing additional income and job opportunities for farmers active on areas with weaker production site conditions

	Support for less favoured areas
	67 708 000
	54 160 000
	11 000 000
	8 800 000
	0
	0

	Priority D
	67 708 000
	54 160 000
	11 000 000
	8 800 000
	0
	0

	Technical Assistance
	37 500 000
	30 000 000
	15 000 000
	12 000 000
	1 118 707
	894 965

	SAPARD
	20 000 000
	15 000 000
	0
	0
	0
	0

	Top-up
	39 215 686
	31 372 549
	0
	0
	38 956 385
	31 165 108

	Total
	754 140 000
	602 300 000
	221 660 000
	176 675 000
	125 304 716
	100 243 772


Source: MARD and ARDA

The use of the NRDP fund allocated for financing the SAPARD program was launched after October 2005. (For this reason it was not necessary to apply for any EU funds under this scheme during the request by the Paying Authority. The year 2005 SAPARD support was financed from the original SAPARD funds till their depletion, and the use of the NRDP SAPARD funds was commenced only afterwards.) A total of EUR 2 020 174 was paid till the end of the year. In this case the proportion of the EU contributions and national sources in the support paid differs from the 80%-20% division typical to the NRDP. This scheme is subject to the 75%-25% ratio valid for the SAPARD program, so a sum of EUR 1 515 130 of the payment mentioned originates from the EAGGF.

On the basis of support paid till the end of 2005 the use of funds projected for years 2004-2005 are shown in Figure 9. Around 41.3% of funds at EUR 393 414 314 planned in total for the six measures for years 2004-2005 was paid to the producers.

8. Figure

The ratio of the support paid and the appropriation for 2004-2005

Agri-environment 80,6%

Less favored areas 15,9%

Meeting EU standards 0,7%

Afforestation of agricultural lands 26,8%
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Establishment of producer groups 6,5%
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Source: ARDA and MARD

More than 40% of the support paid was realized in the North Plain and South Plain region, while each of the Central Hungary, Central Transdanubia and Western Transdanubia regions received less than 10% of support allocated. This distribution of the payments was in part attributable to the natural endowments of the individual regions, the areas suitable for agricultural cultivation and thus the number of operating undertakings was highest in the North Plain and South Plain region. (Figure 10)

30. Table

Progress of the financial realization of the NRDP in 2005 – Support for producers

	Measure
	Applications received
	Applications approved
	Applications paid

	
	number
	Public expenditure (€)
	% of year 2004-2006 fund
	number
	Public expenditure (€)
	% of year 2004-2006 fund
	number
	Public expenditure (€)
	% of year 2004-2006 fund

	
	
	Total
	of this EAGGF
	
	
	Total
	of this EAGGF
	
	
	Total
	of this EAGGF
	

	Priority A Safeguarding and improving the conditions of the environment

	Agri-environment
	0
	0
	0
	0,0
	24 160
	176 000 000
	140 800 000
	58,8
	21 672
	141 585 001
	113 268 001
	47,3

	Meeting standards
	1 012
	6 756 870
	5 405 496
	4,8
	531
	3 669 509
	2 935 607
	2,6
	151
	799 578
	639 662
	0,6

	Priority A
	1 012
	6 756 870
	5 405 496
	4,8
	24 691
	179 669 509
	143 735 607
	40,7
	21 823
	142 384 579
	113 907 663
	32,3

	B) Supporting the conversion of the production structure towards better matching to the ecological and market conditions

	Afforestation of agricultural land
	2 044
	42 530 132
	34 024 105
	53,3
	1 473
	30 373 903
	24 299 122
	38,1
	638
	11 889 443
	9 511 554
	14,9

	Priority B
	2 044
	42 530 132
	34 024 105
	53,3
	1 473
	30 373 903
	24 299 122
	38,1
	638
	11 889 443
	9 511 554
	14,9

	C) Increasing the economic viability, financial conditions and market position of producers



	Early retirement
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Support for semi-subsistence farms
	408
	408 000
	326 400
	1,9
	716
	716 000
	572 800
	3,4
	710
	710 000
	568 000
	3,4

	Producer groups
	155
	9 117 077
	7 293 662
	32,1
	7
	442 075
	353 660
	1,6
	13
	931 495
	745 196
	3,3

	Priority C
	563
	9 525 077
	7 620 062
	13,9
	723
	1 158 075
	926 460
	1,7
	723
	1 641 495
	1 313 196
	2,4

	D) Maintaining and improving agricultural activities hereby providing additional income and job opportunities for farmers active on areas with weaker production site conditions 

	Less favoured areas
	787
	705 239
	564 191
	1,0
	5 137
	8 537 627
	6 830 102
	12,6
	4 983
	6 151 157
	4 920 926
	9,1

	Priority D
	787
	705 239
	564 191
	1,0
	5 137
	8 537 627
	6 830 102
	12,6
	4 983
	6 151 157
	4 920 926
	9,1

	Technical Assistance
	-
	-
	-
	-
	-
	-
	-
	-
	-
	4 129 855
	3 303 884
	11,0

	SAPARD
	-
	-
	-
	-
	-
	-
	-
	-
	-
	2 020 174
	1 616 139
	10,1

	Top-up
	-
	-
	-
	-
	-
	-
	-
	-
	-
	39 055 286
	31 244 225
	99,5

	Total
	4 193
	59 902 751
	47 922 201
	7,9
	32 739
	227 846 917
	182 277 534
	30,2
	28 167
	207 271 989
	165 817 587
	27,5


Source: ARDA

9. Figure

Regional distribution of the support paid under the six measures

[image: image16.wmf]8,5%

9,4%

8,4%

15,3%

14,2%

21,7%

22,4%

DÉL-DUNÁNTÚ

L

NYUG

A

T

-

DUNÁNTÚ

L

KÖZÉP-DUNÁNTÚ

L

KÖZÉP-

MAG

Y

ARORSZÁG

ÉSZAK-MAG

Y

ARORSZÁG

ÉSZAK-ALFÖLD

DÉL-ALFÖLD

A

SK

SLO

RO

U

A

HR

SCG


Central Hungary 8,5%

Central Transdanubia 9,4%

Western Transdanubia 8,4%

Southern Transdanubia 15,3%

North Hungary 14,2%

North Plains 21,7%

South Plains 22,4%

Source: ARDA

5. Programme Management 

5.1. Amendments of the NRDP

Year 2004 amendment

The NRDP Monitoring Committee (MC) discussed and approved the year 2004 amendment of the NRDP at its meeting on 17 December 2004. The decision of the NRDP MC was preceded by a social coordination held concerning the amendment proposal. 

On the basis of the decision of the Government, following a social coordination phase and under the approval of the NRDP MC the MARD officially submitted on 23 December 2004 to the Commission its application for the amendment of the NRDP, which was found approvable by the Commission. The application for amendment contained reallocation of 25% (EUR 56 625 000) of year 2004 NRDP funds for co-financing the complement to direct payments (top-up).

The original application submitted had to be modified for the written objection submitted to the Commission by professional and social organizations disputing the decision of the NRDP MC and the Agreement finalizing the demonstration of farmers, which maximized the regroupable funds at EUR 39 215 686 (HUF 10 billion) and maximized the sum regroupable from the agri-environment measure at EUR 7 843 137 (HUF 2 billion). Thus the modified application corrected the rate of the reallocation and its ratio among measures. 

The finalized year 2004 application for amendment was preceded by several rounds of professional and social consultations. The corrected application for amendment was officially submitted on 1 June 2005, following a vote in writing of the NRDP MC on 27 April 2005 on the adoption of the amendment. The Commission adopted the corrected proposal for amendment on 2 September 2005 by Decision (C)2005/3425.

Year 2005 modification

The NRDP MC adopted the proposal on the year 2005 amendment of the NRDP at its meeting on 28 October 2005 with 28 votes for, 5 votes against and 5 abstentions.

The proposal’s submission was preceded by several round of coordination with professional and social partners. During this some partners requested postponement of the decision or they considered the amendment unnecessary or failed to agree with its form. The coordination rounds, its participants and results is contained in the addition to the submitted proposal for amendment. The partners – including the ones, who agreed with the necessity of the amendment – proposed that further thorough background work and coordination would be needed before the submission of the amendment.

The year 2005 amendment proposal was officially submitted to the Commission on 28 December 2005. In 2005 the Commission had not made any officially standpoint concerning the amendment proposal and had not made any official comments.

The amendment proposal did not enter into force in 2005, it was withdrawn later in 2006. 

Reasons for the proposed amendment

The amendments in content were made necessary by the practical experience obtained during the implementation of the NRDP, simplification, elimination of useless obstacles and expansion of the scope of beneficiaries.

The reallocation of finances – similarly to year 2004 - was necessary for ensuring financial coverage for the top-up support, moderation of financial tensions observed in 2005, and that the number of applications for support received under the schemes Meeting standards, Support for less favoured areas and Support for semi-subsistence farms was far lower than planned. The reallocation was necessary for using remaining sources, which does not modify the financial weight of the priorities, and as reasoned in the amendment does not threaten the achievement of planned results.

The contents of the year 2005 proposal for amendment

The proposal for amendment contained, on the one hand, financial reallocation from schemes having unused extra sources to the complement to direct payments (top-up) scheme (2005: EUR 50 476 000; 2006: EUR 54 802 000), and on the other hand, in respect of the Support for less favoured areas measure it planned to regroup EUR 23 576 639 to the Agri-environment measure. Furthermore amendments were proposed in the content of some measures.

The proposal for the amendment of the content of the schemes comprises the following:

The system of criteria of Good Farming Practice was simplified, reduced from 14 to 8 categories, and within that the number of specifications was also reduced.

Key modifications in the individual target programs of the Agri-environment measure:

· in case of integrated farming extension of eligibility for support for all plants,

· in case of permanent cultures schemes extension of eligibility on non-producing cultures,

· simplification of specifications for ecological farming,

· in case of the organic farming and Sensitive Natural Areas scheme the ratios specified in the agreement with farmers (inclusion of incentive support),

· moderation of eligibility obstacles in case of „tanya” farming,

· creation of support for organic goat and bee keeping,

· transformation of complementary schemes into basic programs (erosion control, shrub control),

· in accordance with the obligations specified in point 3 e) of Government Resolution 1107/2003 (XI.5.) the introduction of eligibility of areas defined on the basis of the upgrading of the Vásárhelyi Plan was included among justified schemes.

The method of designation of eligible areas was modified under the Less Favoured Areas measure. Therefore the size of eligible areas grew by around one and half times.

The key points aimed at the simplification of the Consistency with EU environmental protection, animal welfare and animal hygiene requirements measure were as follows:

· Farmers operating on nitrate-sensitive areas were given the option of Environmental compensation for loss of income, if the livestock keeping site meets environmental protection specifications.

· Support necessary for the implementation of manure-storing investments was made available for farmers operating on non nitrate-sensitive areas.

· Lifting of restrictions on eligible species and farm size.

Allowances were made to potential beneficiaries on two areas under the Afforestation of agricultural lands scheme:

· As a consequence of the modification eligible „farmers” are persons, who obtain at least 25% of their income from agricultural or agricultural and forestry activities.

· The eligibility criterion of the farmer having to spend at least 50% of its working hours on agricultural activities was abolished.

In respect of the objectives of the Support for semi-subsistence farms under structural transformation the Ministry had not submitted to the members of the Monitoring Committee as a proposal the reduction of the farm size from two ESU to one ESU, but it does recommend allowances for other eligibility criteria (maximum grapes and fruit cultures increased from 0.3 hectares to 2 hectares, abolishment of the criteria of having medium level professional qualification).

In respect of the Support for producer groups scheme the amendment contains clarifying and simplifying changes as follows:

· Since the prevention of members in leaving violates the freedom of the members and is difficult to sanction, the obligatory 12-month notice period of the (member of the) producer group was removed from the relevant Decree.

· Soya was included among supportable products.

As the producer groups do not have the approved annual balance sheet right after the establishing of the group, the following amendment is necessary: „Requests for support shall contain: an extract of the approved annual balance sheet or a form substituting for it which shows the group's/members’ of the group annual production turnover value on whose basis the amount of the support can be calculated”. Postponement of the introduction of the measure Early retirement till earliest 1 January 2007.

5.2. Operation and efficiency of the NRDP Monitoring Committee

In accordance with the relevant Community regulations, an optional requirement of the implementation of the NRDP is the establishment of a Monitoring Committee. However, the experience of other Member States and those gained during the implementation of the SAPARD program in Hungary shows that the establishment of such a committee greatly facilitates the precise and technically controlled implementation of the programs. The responsibilities of the Monitoring Committee (hereinafter referred to as “NRDP MC”) include the overall monitoring and evaluation of the realisation of the NRDP objectives, the initiation of proposals for amendment and the sharing of the experience gathered during the implementation.

The NRDP MC is chaired by Dr. Ferenc Nyújtó, head of the EU Membership and International Deputy Undersecretariat of MARD. The administrative duties related to the operation of the NRDP MC are discharged by the Managing Authority Department (Program Management Unit).

The complete list of the member organisation with voting and consultative rights and the permanent guests of the NRDP MC is fixed by the approved rules of procedure of the Monitoring Committee. 

In 2005 the NRDP MC held one written vote, two official and one informal meeting. The topic of the written vote was the year 2004 amendment of the NRDP. In addition to the official NRDP MC meetings, on the request of the members, two extraordinary work team meetings were summoned in 2005 to inspect and thoroughly discuss the composition of the NRDP MC. Moreover two LFA sub-committee meetings were held on 09.02.2005. and 16.03.2005. The activity of the work teams and the sub-committee, and the outcome of the written vote are detailed in the chapters hereunder. 

The most important issues, proposals and decisions made on the meetings of the NRDP MC are as follows:

1. Official meeting of the NRDP MC, 24 June 2005

· Approval of the proposed agenda of the NRDP MC and the pro-memoria taken up in the ARDOP MC session of 17 December 2004.

· Presentation by Dr. Tibor Csepregi director of the ARDA Direct Support Directorate about progress in the implementation of the NRDP schemes.

· Presentation by Dr. Gábor Kovács representative of the Agricultural Economics Research Institute about the document entitled „Year 2004 realization of the National Rural Development Plan in Hungary". The NRDP MC adopted the year 2004 report, if further necessary technical clarifications are added.
· Presentation by Dr. László Vajda about the new regulation of rural development on 2007-2013.

Key issues relating to the agenda point "Questions, comments":

· The Commission reminded the MA that any relevant documents have to be made available for the members of the NRDP MC on the website of the MARD and pointed out the importance of the need for publicity concerning the work of the NRDP MC.

· In the brief presentation on amendment the representative of the MA had said that no national consensus could be reached on the issue of the degressivity of the Agri-environment measure, so the NRDP MC can not vote on that at the present. He indicated that the year 2005 amendments of the NRDP will be submitted to the NRDP MC in the fall.

· In respect of the composition of the NRDP MC several MC members objected against the overweight of the government side and requested revision and if necessary modification of the composition of the NRDP MC. In his reply Dr. Ferenc Nyújtó, representative of the MA, had pointed out that the groups concerned in the NRDP are properly represented in the NRDP MC, so there is no need for an overall modification. He made a proposal on the establishment of a work team to inspect the composition and work of the NRDP MC, which can prepare a proposal on the modification of the composition of the NRDP MC if necessary. He emphasized that it would be important to keep numbers below 50 persons and to keep in mind that the MARD is responsible for the implementation of the NRDP. A proposal was made to summon a meeting (6 July 2005) for participation by all NRDP MC members and which discusses the need for any change in the composition of the NRDP MC and its principles. The NRDP MC unanimously adopted the above proposal.

· In respect of the measure „Afforestation of agricultural lands” it was raised that the vast majority of the applications evaluated contain the planting of acacia, which is an invasive and non-native species, and what is more Hungary must comply with obligations put down in international treaties push back this species. In its reply the relevant department of the MARD had pointed out that he applications originated mainly from regions, where afforestation is carried out primarily on agricultural and not on forest land, and there native species are unable to survive in many cases. Applicants planting native tree species are favoured during the ranking of the applications. The acacia has been part of the Hungarian flora for 300 years, it can be used in a variety of ways and its planting does not violate any laws.

· Several NRDP MC members requested information about the use of the Technical Assistance funds and emphasized the need for publicizing access to the funds. The representative of the MAD informed the NRDP MC about the details of training and employing NRDP consultant being the most closely related to the TA funds (see chapter 5.2). The representative of the MAGOSZ still opposes the rules of procedure of using the Technical Assistance fund.

· The colleagues of the MAD and the competent department reported about the progress of support for semi-subsistence farms and the year 2005 amendment of the LFA and the Agri-environment measure. The pro memoria does not contain any concrete items on this issue.

2. Official meeting of the NRDP MC, 28 October 2005

· Prior to the adoption of the proposed agenda of the NRDP MC there was a fierce dispute as regards the authority and scope of tasks of the NRDP MC concerning the planning period for 2007-2013. The representative of the MAGOSZ and the WWF required the NRDP MC to be the panel which takes part in the preparation and adoption of the new plan. In his reply the chairman of the NRDP MC proposed the establishment of a work team for planning and the supply of detailed information to the NRDP MC on the progress of planning. He emphasized that the current NRDP MC is authorized only for the monitoring of the current NRDP. The social coordination of the new plan will take place on the basis of the relevant statutory regulations. The NRDP MC adopted the addition to the proposed agenda with a presentation on the current standing of the new plan. Furthermore a decision was made on that there will be an opportunity to thoroughly discuss and comment the material at a future date, after the draft NRDP is sent to members of the NRDP MC.

· Following the additions by the Magyar Természetvédők Szövetsége and the MAGOSZ the pro memoria of the meeting held on 24 June 2005 was adopted by the NRDP MC.

· Dr. Tibor Csepregi, director of the ARDA Direct Support Directorate presented the current standing of the implementation of the NRDP.

· The colleague of the MAD presented the current standing of the use of the TA fund.

· The details of the content elements of the amendment were not presented verbally during the agenda point on the discussion of the year 2005 amendment of the NRDP, the members of the NRDP MC received the relevant written professional materials prior to the meeting. There was no dispute in merit about the professional details of the amendment. The topic of the discussion preceding the vote was whether the NRDP MC is authorized to vote on the reallocation or not. The NRDP MC adopted the proposition on the year 2005 amendment of the NRDP with 28 votes for, 5 votes against and 5 abstentions. 
· As regards the other agenda points the MAD reported on the work of the work team inspecting the composition of the NRDP MC. The work team plans to make a proposal on the possibility to exclude from the NRDP MC members who are absent on more than two occasions. New members can be delegated to the vacant places under a consensus with the recommendation of the NRDP MC. The Ministry reduced the number of its members by two persons.

· No detailed presentation was held about the work of the LFA work committee and the result of the EU audit.

· The NRDP MC adopted the date of the next meeting of the NRDP MC (9 December 2005) to provide information on the progress of the NRDP and planning for the 2007-2013 period

· Dr. Zoltán Tarján held a presentation about the current phase of planning the 2007-2013 period. In relation to the agenda point the dispute was continued about participation in the NRDP MC concerning the planning process. There was a proposal about the establishment of an ARDOP - NRDP planning subcommittee. According to the pro memoria no decision was made in this issue.

3. Informal meeting of the NRDP MC on 9 December 2005

The members of the ARDOP MC and the NRDP MC, and members of the newly formed ARDOP planning sub-committee took part in the committee meeting.

· Dr. Tibor Csepregi, director of the ARDA Direct Support Directorate presented the current standing of the implementation of the NRDP.

· Dr. Tibor Kemendy, director of the ARTA Rural Development Support Directorate presented the current standing of the ARDOP.

· Dr. Zoltán Tarján, head of the Agricultural-Rural Development and Environment Management Department of the MARD, coordinator of planning, reported on the environment of the 2007-2013 planning process, its current standing, and the steps of social coordination.

· Maria Giulia Medico, representative of the Commission, presented the key content elements of the EU Regulation on rural development under preparation.

· The questions raised were answered by the representatives of the MARD and the Commission. Most of the questions related to the organization and schedule of the 2007-2013 planning process and the division of tasks.

· The Commission’s representative asked the MARD to collect the names of competent authorities that take part in the work committees and work teams of 2007-2013 planning, and ones with whom the MARD keeps continuous contact to establish the plan’s external consistence. They would like to see the list of economic and social partners with whom the MARD engages in dialog related to planning.

4. Written wrote on the year 2004 amendment of the NRDP

On 27 April 2005 the MAD put up for vote among the NRDP MC the year 2004 amendment of the NRDP. As the outcome of the written vote 17 of the 49 members sent a vote. The year 2004 amendment of the NRDP was adopted with 13 votes for and 4 votes against.

The activity of the work team on the year 2004 amendment of the NRDP

It was mentioned during the 17 December 2004 meeting of the NRDP MC that the year 2004 amendment of the NRDP should be discussed in more detail. In reply to this and on the request of the Commission that the amendments should be coordinated among the widest possible professional circles, the MAD summoned a work team on 30 March 2005 from the members of the NRDP MC, which discussed the amendment of the NRDP for 2004 to be sent to the Commission. During the meeting the representative of the MARD pointed out that the work team is a professional-social forum for coordinating the amendment, but the final decision on the reallocation will be made by the NRDP MC. During the talks there were opinions for and against the amendments. The participants proposed that the year 2005 amendments should be coordinated in advance among even wider professional circles. The representative of the MARD detailed that the amendment discussed at the present refers exclusively to the reallocation of finances. The Ministry is interested in having the reallocation adopted as soon as possible for facilitating the implementation of the NRDP and submission of year 2005 amendments.

The activity of the work team inspecting the composition of the NRDP MC

As regards the composition of the NRDP MC several MC members objected, at the 24 June 2005 meeting of the NRDP MC, the overweight of the government side, and made a request for inspection of the composition of the NRDP MC and if necessary its modification. On the basis of the decision made at the 24 June 2005 meeting of the NRDP MC the MAD summoned a work team meeting for 26 July 2005 to inspect in detail the efficiency of the work of the NRDP MC in the past, the activity of its members and its composition, and if necessary to make a proposal on the modification of the composition of the NRDP MC. 25 members had taken part at the meeting. The actual reason for summoning the work team is the objection expressed by several members of the NRDP MC that the government side is significantly over-represented in the panel. At the meeting the members were supplied with the entire list of members of the NRDP MC and all proposals submitted for the modification of the composition of the panel. As a result of the meeting the participants decided to make a proposal containing the following key points: 1) the committee should not have more than 50 members to ensure operability, 2) possibility for excluding from the NRDP MC members who are absent on more than 2 occasions, and delegate new members to vacant places under a consensus, with the recommendation of the NRDP MC, 3) the Ministry decreases the number of its members by two. The proposal was not made in 2005.

Activity of the Less Favoured Areas sub-committee

On the proposal of the NRDP MC the LFA Sub-committee was established from the members of the NRDP MC with a total of 31 members and it held two meetings in 2005. The work team inspected the parameters of the original designation of LFA areas and pointed out some deficiencies and contradictions. The aim of the work team is to define new parameters with which the size of the areas supportable under the LFA can be increased. In the summary of the first meeting (09.02.2005.) it was said that they will collect and inspect for the next meeting special cases and their potential for handling, where the area in question is evidently in a less favoured position, but in spite of that it is not eligible for support. With a view to this the members of the Sub-committee send their remarks to complement the system, and the MARD reviews the potentially better databases and methodology by involving specialist institutes and the Central Statistical Office.

The new system of criteria to be prepared for the designation of the EU LFA for 2007-2013 was presented at the second meeting (16.03.2005.). Remarks and proposals were made on the amendment of the current designation (including among others the repeated application of the Aranykorona value), correction of the database serving as the basis of the designation, establishment of new methodology. The Sub-committee decided to use the comments made to compile a draft modification proposal, which will be submitted to the management. The remarks made during the meeting of the Sub-committee were taken into account as far as possible in the preparation of the year 2005 amendment of the NRDP concerning the designation of the LFA.

5.3. Controlling

Each document of the applications filed in the IACS system (main form, inserts, annexes) is assigned a barcode upon receipt to ensure identification and the application for support moves through the entire process in the form of a folder ensuring that no items are lost. The data of the application for support shall be recorded by the administrator in the same way as they are shown on the forms of the application for support and its annexes. The registration of data is revised to make possible corrections, so the data in the IACS system and on the data forms of the application for support are identical. 

The administrative control covers 100% of the applications. Its key objective is to inspect the entirety and eligibility of the application. The automatic cross-checks performed by the system ensure checking the fulfilment of minimum eligibility criteria (e.g. minimum area size, LFA eligibility, etc.). In case of complementary national support cross-checking during administrative controlling contains the comparison of the data of the areas applied for in the physical block and the data of the physical block. In case of any alteration the Agency attempts to rule out any excessive applications by matching the data.

When the administrative control is started the administrator checks the data of the applications using a software, and corrects any evident faults if necessary. If the application for support fails the administrative check, but the fault can be remedied, the client can supply missing items on the basis of a letter on the supply of missing items automatically compiled by the IACS. If the application becomes suitable in part or whole after the supply of missing items the administrative check is carried out by another administrator. If the data match the application is closed and in case of alterations the folder is returned in both physical and electronic format to the administrator performing the administrative check to repeat it.

The on-the-spot checking aims at the revision of the physical authenticity of the data contained in the application. The minimum size of the on-the-spot check sample is 5% of the applicants. The circle of farmers included in the control sample shall be determined by risk analysis and random sampling.

The control process for the complement to direct payments coincides with checks carried out in relation to the SAPS support. The results of the checks appear in the IACS. As part of the physical checks (on-the-spot and remote sensing checks) statements are made by the Agency (on-the-spot) and the institute delegated for the task (remote sensing check) (among others inspection of the measured size of the area, matching culture, Good Agricultural and Environmental Status). The identified plant culture has a key role in case of the complementary national support.

The calculation of the support and the employment of reductions runs through the IACS on the basis of the findings of administrative and physical checks. The authority proceeded in employing the reductions on the basis of the sanctioning mechanism specified for the co-financed complementary national support.

The results of the administrative check, the number of and main reasons for the supply of missing items are contained in the description of the measures.

The result of the on-the-spot check

In total 1 244 on-the-spot checks were held in 2004/2005 among approved clients under the Agri-environment measure, 1% (254 clients) of these selected randomly and an additional 4% (990 clients) selected by risk analysis. 

After the on-the-spot check, 374 clients received payments without any sanction. Further 171 clients were received reduced payments without sanction, because the difference found was less than 3%. 245 clients were sanctioned because of the difference between 3 and 20%. Because of the high rate of difference (>20%) 427 clients were sanctioned and excluded following the on-the-spot check. The reasons of the exclusion were the following: not making the on-the-spot check possible, lack of income from agricultural activities, deliberate faults. 27 clients had withdrawn their application for support.

Alterations most often observed and sanctioned during the on-the-spot check:

· alteration in area size,

· failing to fulfil the specifications of the scheme,

· failing to comply with the Good Farming Practice.

The specialists of the Plant and Soil Protection Service (Növény és Talajvédelmi Szolgálat) took part in checks on 1 122 working days and the specialists of the National Parks Directorate of the Nature Preservation Agency took part in Agri-environment SNA checks on 128 working days in the checks.

In case of the applications for support in excess of EUR 10,000 under the investment purpose support of the measure Meeting standards the selection of applications for a preliminary on-the-spot check is mandatory. The on-the-spot survey and check was held at a total of 241 applicants till 31 December 2005. In the case of investment purpose applications for support not exceeding EUR 10 000 and compensation for loss of income at least 5% of the applications have to be selected for on-the-spot checks and in the reference period 60 applications were checked with risk analysis
, 7 applications selected randomly and 43 applications were selected directly for professional reasons. 
On the basis of the findings of the on-the-spot check 10 applications were rejected. Reasons for rejection on the basis of the preliminary on-the-spot survey:

· the keeping site was not in operation when the audit was held (1);

· during the on-the-spot check the applicant was not able to prove in an authentic manner that livestock is kept at the site (3);

· during the on-the-spot check the controllers found animal numbers higher than the allowed farm size (4);

· the applicant had not kept a construction log or records on livestock number (2).

Partial approval of support was made in cases, when the number of livestock heads found at the site by the on-the-spot controllers was lower than the number indicated by the applicant in the application for support. The sum of support available was calculated on the basis of the livestock number found on the site and specified in livestock records.

Financial violation was found in one of the applications submitted for the scheme in 2005 for incorrect payment. The applicant applied for both investment support and compensation for loss of income, which resulted an amount of support more than 25 000 EUR, so the compensation for loss of income was reduced.

Due to the low number of applications received the ARDA extended the on-the-spot check to 100% of applications under the Support for the establishment and operation of producer groups measure.

Following administrative checking on-the-spot checks were held on 7 applications among year 2004 applications for support. In 2 applications the revenues backed with certificates were lower than the revenues put forth in the application, as evidenced by the on-the-spot check protocols. For 3 applications the product sale contract, being a precondition for state recognition, was not available at numerous members, so the ARDA notified the Ministry in charge. All items were found to be correct at 2 applicants. As regards payment claims for the second year of 2004 applications on-the-spot checks, following the administrative check, was held in case of 7 applications. In case of 2 applications the on-the-spot check showed revenues higher than the sum shown in the application, but the basis of the support was the sum shown in the application. In case of 4 applications the on-the-spot controllers found all items orderly. The recognition of one applicant had been withdrawn by the MARD in the meantime, so in final 6 applications were approved during the on-the-spot checks.

100% checks were held in respect of the year 2005 applications for support as well. The checks were started on 10 November 2005 and applied on 86 applications till 22 December 2005. No reason for rejection was found.

Financial violation was not observed in this scheme in 2005.

On-the-spot checks were held at 90 clients having year 2004 applications for support submitted for the Support for semi-subsistence farms under restructuring. Of this 42 applications were selected with the risk analysis method
, 20% that is 10 applications were selected randomly. 

The evaluation of the on-the-spot checks held in February 2005 and the statement received from the MARD on 20 April 2005 made it necessary to perform on-the-spot checks on additional applications. Accordingly an additional 38 applications (applications received from every family farm) were directly selected for on-the-spot checking.

47 of the applications selected for on-the-spot checking were rejected. However, this high number is also due to that selection for the on-the-spot checking was done prior to the closing of the administrative check, so the on-the-spot checking was held in case of applications which had to be rejected during the administrative checking.

The applications were rejected during the on-the-spot check for the following reasons:

· the applicants failed to comply with the definition of „full-time farmer” in other words their income from agricultural activities was less than 50% of their total income;

· agricultural income failed to meet the criteria specified in the Decree (at least 2 EUME, maximum 5 EUME).

· more than one member of family farm submitted applications or the income of the family farm were divided by the number of members. 

Under this scheme no financial violation was found in 2005.

On-the-spot checking of year 2004 applications for support under the Afforestation of agricultural lands measure was carried out in case of 52 clients. In 8 cases the contents of the application reflected the truth, and in another 8 cases alterations were less than 3%. Alterations between 3 and 20% were found in 25 cases and these were sanctioned. 5 applications were rejected on the basis of the on-the-spot check and 3 were excluded. In 3 cases the compensation for loss of income was modified from enhanced to basic level. 

In 2005 the physical checking of applications for support submitted in 2004 was carried out for Support for less favourable areas. In total 301 applications were designated for the on-the-spot checking of which 22 clients had withdrawn their applications for support. Among the 279 applications checked 94 clients had to be sanctioned for failing to comply with the size of the farm and in 6 cases for failing to comply with the Good Farming Practice (there is overlapping between the two).

On-the-spot checks were held at 3 720 clients concerning the year 2004 applications for support under the complement to direct payments measure, and 7 687 applications were checked with remote sensing. The overall results of the physical checks are not available at the present.

5.4. Partnership

In the course of the implementation of the NRDP in 2005 the principle of partnership was enforced by the operation of the NRDP MC, the extraordinary meetings held and the work teams. The activities of the NRDP MC and its work teams and sub-committees are detailed in the previous sub-chapter.

On the basis of experience gained from the year 2004 amendment proposal it became evident that a wider and open public debate is needed to overcome oppositions between the professional groups. For this reason the MA held two separate consultations with the representatives of social and professional groups, and informed them about amendment proposals planned for submission.

Further efforts are required on behalf of each and every participant to ensure the efficiency of preparations made and the success of work done, to involve the social groups concerned, and clash and conciliate opposing opinions.

5.5. Report on the efficiency of monitoring and evaluation systems

The monitoring of the implementation of the NRDP including the servicing of monitoring activities, and the exchange of information between the organisations participating in the implementation are ensured by a centrally developed information system. The main information pillars of this system, which is continuously under development, include the application processing system and the application database of the Paying Agency; information directly provided by producers beyond that necessary for the evaluation of the application; and the information gathered by the authorities. 

The main pillar of the central information system is the application processing system of ARDA, i.e., the Integrated Administration and Control System (hereinafter IACS). In this system, information on each producer concerned is collected from the applications submitted and validated during comprehensive administrative on-the-spot checks including sampling. 

The year 2005 development of the IT background of the NRDP schemes was carried out between 14 December 2004 and 1 October 2005 under the framework of the second phase of the PHARE Project 2003/004-347-01-01, created for the development of the Integrated Management and Controlling System. The primary objective of the development was to realize the handling of NRDP applications and to execute payments. As part of this all data on the applications/forms submitted by the applicants was recorded and processed in the IT system. Large volumes of additional derived data were created during processing.

The system’s other input included physical check, when the ARDA held on-the-spot official audits to record the performance of the indicators. Typically, on-the-spot checks covered 5% of applications and its results were recorded in protocols, whose entire content and the key findings were loaded into the IT system.

As regards the third pillar of the information system, which consists of data directly collected by the authorities (e.g., various measurements within the framework of the Agri-environment measure), a number of basic conditions have not been clarified. There have been no specific developments aimed at the establishment of this data collection system in 2005. 

The monitoring system of the NRDP’s area-based measures was not implemented in 2005. As part of the agri-environment and less favoured areas measure the beneficiaries are obligated to fill in and submit so-called farming logs, which contains monitoring data of the measure. The farming log is not part of the digital administration system of the ARDA, so their IT processing is presently not possible. The PHARE sources allocated for the system development required for monitoring NRDP’s area-based support were not tendered in 2005.

In 2005 the MARD established the centre of the Agri-environment Information System (AIS) and operated the interactive website coordinating farmers and consultants. 

There is no separate organization unit in the ARDA deadline with monitoring and evaluation activities related to the NRDP. 6 persons are engaged in the monitoring of the NRDP at the MAD.

In 2005 and before there was no separate evaluation activity related to the NRDP.

5.5.1. Measures of the Managing Authority and the Monitoring Committee aiming at the efficient and high-standard implementation of the financial control, monitoring and evaluation 

The Managing Authority has taken all the necessary measures to ensure the efficient and high-standard implementation of the financial control, monitoring and evaluation during the implementation of the NRDP.

· The Managing Authority has established and operates the NRDP Monitoring Committee. In 2005 the NRDP MC held two official meetings and one informal meeting (for further details, see Chapter 5.2). As a result of the critical comments received in the previous year the MC secretariat made effective measures to further improve organization work: in accordance with the rules of business of the MC invitations and preparatory documents were sent in advance to each member.

· The centrally developed information system ensures the monitoring of the implementation of the NRDP (monitoring) and the flow of information between the organisations participating in the information. 

· An important criterion of the development of the application forms was to include all the data necessary as NRDP indicators and for performing the evaluations. 

· The financial management of the NRDP – ensuring the availability of the required funds, payments, bookkeeping, preparation of the financial reports – is carried out using an integrated, audited IT system in compliance with Commission Regulation (EC) No 1663/95. The support sums applied for and calculated by taking into consideration various (administrative and physical) checks are remitted electronically. The system keeps record of data on both the support and cashflow side, so overall analytical or aggregate queries are possible by the IACS from the financial side as well.

5.6. Serious problems encountered during the implementation and the MA and MC measures taken to eliminate them

5.6.1. Proposed direction of amending the legal instruments relevant for the implementation of the NRDP

During the second half of 2004, upon the adoption of the NRDP, national Acts creating the legal environment within the Hungarian law system for the introduction of the measures were published. At the same time the Hungarian Decrees regulating the implementation of the NRDP also serve the purpose of further clarification of the system of conditions approved by the EU. In 2005 the most important task of legislation related to the NRDP was to modify the legal background in such a way, where both the farmers and institutions in charge of implementation can realize the program’s basic objectives in a more transparent and properly defined legal environment. 

In accordance with MARD Decree 131/2004 (IX.11.), the general national Decree on the implementation of the NRDP, the ARDA is to make a decision on applications submitted for NRDP schemes within 60 days from the date of submission. The ARDA was not able to keep the 60-day period specified in the national legislation, and most probably – with regard to the mandatory administrative, on-the-spot, and cross-checking specified in laws – it will not be able to keep this deadline in the future either. The same is confirmed by the report of the EAGGF Guidance Section Confirmation Agency on the 2005 financial year of NRDP measure
, whereby the cross-checking required by the EU can be performed only after all applications submitted for the schemes have been processed, and with regard to the number of applications typical to the NRDP completion within 60 days is not realistic. However, the performance of cross-checking and enforcement of the consequences of alterations and irregularities revealed is only one element of mandatory checks to be carried out by the paying authority before the authorization of the application, in this case before making a decision. Since decision-making under the rules of procedure of Hungarian state administration is equivalent to the authorization of payments in EU terminology, pursuant to national laws it is necessary to carry out all checking during the 60-day period after the submission of the application, which ensures - according to EU regulation – that no unlawful payment is made. In addition to overall administrative checks and cross-checking this includes on-the-spot checks as well. (In comparison, in case of the direct area-based support, having a much higher number of applications but a much more simple system of conditions, the length of the period between the submission of applications and decision-making that is the authorization of payments is min. 200 days.) In 2005 this situation was made even more complicated by that developments in process, that is preparations for implementation, relating software development and the processing of the applications received had to be performed in parallel. Accordingly, it was necessary to modify the general Decree on the implementation of the NRDP to ensure that it contains regulations on the period of evaluation that is applicable in case of every NRDP measure. 

MARD Decree 4/2004 (I.13.) regulates the system of conditions of the "Correct Agricultural and Environmental State" and "Good Farming Practice" to be fulfilled for applying for the simplified area-based support and rural development support. In the course of 2005 legislation was modified in the sense that it clearly defined the items of registers (e.g. farming log) to be kept by the beneficiaries of the agri-environment and the less favoured areas measures. However, the rather complex system of conditions of the GFP was not amended, because it requires the approval of the amendment of the NRDP by Brussels. 

It was necessary to amend in 2005 MARD Decree 139/2004 (IX.24.) regulating the Meeting standards scheme.

In the light of the MARD Decree regulating the scheme it was raised already in 2004, during the implementation of the measure, exactly till what date can the ARDA authorize the payment of support to be allocated for the specifications in question. The judgment of the applications could be realized only with a major delay since no decision on support could be made without the clarification of the duration of the support period. It was necessary to modify the Decree on support due to the delay in implementation, since not a single applicant had a decision on approval till the date specified for the submission of payment claims as per the original Decree for compensation for loss of income. The period of submission of payment claims under the compensation for loss of income were modified by MARD Decree 78/2005 (IX.6.) from the period between 1 September 2005 to 30 September 2005 to the period from 1 December 2005 to 30 April 2006.The problem relating to the support period was solved by MARD Decree 86/2005 (IX.27.) amending MARD Decree 139/2004. On the basis of the amendment the support for animal welfare and animal hygiene can be granted for the 5-year period from 1 May 2004 to 1 May 2009 (within that for a maximum of three years on investments) and support on environmental protection till 1 November 2009.

The unclear definition of „livestock keeping site” used in the Decree was a key problem. Since the eligibility criteria of the support are linked to the livestock keeping site as a basic unit it was necessary to create a definition, which makes it possible to clearly identify and distinguish livestock keeping sites designated as the basic unit of the support under all circumstances. The definition of the livestock keeping site was amended in MARD Regulation 86/2005 (IX.27.).

In the course of the programming of the National Rural Development Plan the Managing Authority, in accordance with the expectations of the European Commission, placed great emphasis on the clear and objective separation of the scheme from the ARDOP measure having a similar content („Support for construction investments serving livestock breeding purposes”). Accordingly both the ARDOP PC and the NRDP provide for the separation of the two measures by defining farm size thresholds under which NRDP sources and above which ARDOP sources are available for the renovation and modernization of livestock keeping sites. In the course of the measure’s implementation it became evident that the methodology of designation is not able to fully rule out overlapping, since the calculation of the holding size differs in case of the two measures. In the ARDOP the holding size is determined on the basis of the capacity of the livestock keeping site (number of places) in livestock units, and in case of the NRDP the calculation is based on the number of animals found at the site also in livestock units. Thus it can happen that the capacity of a site is higher than the farm size limit, so it is eligible for ARDOP support, but the number of livestock kept at the site does not reach the farm size limit, so the site also meets the eligibility criteria of the NRDP measure. The problem was forwarded by the ARDA to the MARD, but no statement on the issue was made in 2005. 

The Decree on support contained no specification on that only one application for support may be submitted per site during the submission period. In some cases more than one application was submitted for a single site, making necessary cross-checks difficult (e.g.: maximum available yearly support sum per site). MARD Decree 112/2005 (XI.29.) modified the conditions of submission, so only one application for support may be submitted per site during the submission period.

In order to make sure that the objectives of the measure are really satisfied in the case of support aimed at investments, it is of utmost importance to precisely determine supportable investments types and their technical content. Accordingly, investment types were reworded and clarified in the annex to MARD Decree 112/2005 (XI.29.) per animal species and method keeping.

In relation to the amendment of the Decree on support the legal consequences determined therein were also modified. The overall transformation of the system of sanction – considered necessary by the ARDA – was not carried out.

Both the EU and the national legislation containing specifications on animal welfare remove from its scope „animals intended for races, shows, cultural or sports events, or use during such activities”. However, the Decree does not emphasize to the extent necessary that support is not available for animals taking part in races and shows. In this respect the Decree on support was amended by MARD Decree 112/2005 (IX.29.). 

According to MARD Regulation No 145/2004 (IX.) concerning support for semi-subsistence farms undergoing restructuring, successful application for the support and assessment of the efficacy thereof is dependent on the economic size (ESU value) of the holdings. It was difficult to find a thorough definition and detailed explanation of the method of determination of the ESU, so in practice, determination of the economic size of holdings was rather difficult for the farmers. The elimination of this situation was targeted by the amendment of the Decree on support (MARD Decree 54/2005 (VI.17.)), which details the method of determination of economic size of the holdings on the basis of standard gross margin values.

Practical experience has shown that it is important to define with greater precision the eligibility criteria and the potential beneficiaries, in particular for the purpose of clarifying the eligibility status of family holdings. In accordance with the Ministry's opinion the amendments introduced in MARD Decree 54/2005 (VI.17.) clearly defined in the Decree on amendments that family holdings are to consider a single unit with a view to the application of support. 

The MARD Decree 133/2004 (IX.11.) on support for producer groups had to be amended in respect of the management of sources remaining after the judgment of applications for support submitted. The original text of the Decree contained restrictions on the maximum support limits available in individual sectors, which are to be applied even if the volume of applications excessively low. In accordance with the amendment provisions of MARD Decree 111/2005 (XI.29.) the sectorial ratios determined in the Decree are to be applied only, if the sum of support applied for covers at least 95% of the support funds.  

Further amendments can be aimed at the exact definition of „member of producer group”. Presently, the provisions of law are not clear in defining that only the revenues of members having been a party to the producer group upon the submission of the application can count in the calculation of the support sum.

The eligibility criteria mentioned in the year 2004 Annual Report were clarified in the MARD Decree 132/2004 (IX.11.) on the afforestation of agricultural lands, extending care support to not only the owner and tenant of the afforested areas, but its beneficiary as well.

The most importance experience gained in 2005 about the implementation of MARD Decree 151/2004 (X.13.) on support for less favoured areas is the need to simplify the Good Farming Practice, already mentioned in the year 2004 Annual Report. As regards the LFA the need to simplify the Good Farming Practice is of utmost importance, because the mandatory specifications of the GFP are very strict if compared to the size of support available. The simplification can be enforced in national legislation after the approval of the amendment of the NRDP.

The other key problem, already mentioned in the year 2004 Annual Report, is the clarification of the designation of LFA areas. This issue is also dependent on the adoption of the above-mentioned amendment of the NRDP, so the new designation of the areas will be applicable soonest on the new applications for support to be submitted in 2006.

In respect of the MARD Decree 150/2004 (X.12.) on agri-environment it can be said in general that its system of conditions and implementation caused serious problems for both the farmers and the institutions responsible for processing and checking, and as a consequence of this the first date of the payments was delayed to the second half of 2005. 

The problems of the system of conditions is already mentioned in the year 2004 Annual Report with special regard to the management of excessive applications, simplification of the „Good Farming Practice” and in general the system of conditions. The proposed amendments of statutory regulations indicated therein were in part carried out in the course of 2005. 

The complexity of the measure caused problems during the processing of the applications in 2005, which were difficult to foresee upon the introduction of the measure in the lack of proper experience. The basic eligibility criteria required for entering the program were defined properly, but the provisions of law necessary for making the decision on support are not exact to the extent necessary, so problems in interpretation occurred at the farmers and the agency in charge of implementation. As a consequence the farmers appealed in high numbers (around 800) against the rejected applications also quite high in number (6250), and the ARDA had to cope with the extra administrative burden of processing these appeals.

The tracking of the 5-year commitments also brought to the surface numerous unregulated issues, whose solving and regulation was commenced already at the end of 2005, but the actual solution will have to be implemented in 2006. One such problem is the potential of change in the size of areas involved in the commitments and the consequences, potential sanctions concerning the same. A problem specific to Hungary is the management of changes in the conditions of use of individed common property lands
 which will appear as a major problem in 2006, because the volume of undivided common property lands increased significantly since the end of 2005, and there was a major rearrangement in usage conditions due to the change in ownership. It is a frequent problem that the area involved in the commitment was transferred to the possession of farmers after the allocation of land, who is not interested in continuing the agri-environment commitment. However, the party making the original commitment can not continue environment-conscious farming, because on the one hand the new areas are not eligible for the support and on the other hand everything would have to be started all over with all relating costs on the new area. In this respect it is necessary to revise and define more precisely cases acceptable as Act of God and as special circumstance.

The other key problem which is to be treated also at the level of legal regulations is the handling of changes in commitments, especially issues related to the transfer and overtaking of commitments. The solution for this should also be aligned on the special Hungarian conditions, which originate also from deviations in proprietary and geographical conditions as mentioned above. First of all it would be necessary to clarify at regulatory level the cases, when only partial changes occur in the commitment, for example only a specific ratio of the area involved in the program is transferred or the party overtaking the commitment comprises several farmers.

Another important experience from the implementation of the NRDP in 2005 is that the implementation of the on-the-spot checks and the minimization of their numbers is made difficult by the NRDP and the system of conditions specified in statutory regulations. The “one farmer – one check principle” could be realized only with limitations for alterations in the dates of checks specified in the Good Farming Practice to be kept by the farmers as mandatory and in further specifications contained in the individual schemes. The simplification of specifications to be kept is of key importance for the farmers, institutions and specialists engaged in on-the-spot checks with a view to the successful operation of the program and the optimization of the use of resources. However, the moderation of mandatory specifications and its inclusion in national laws makes it necessary to modify the NRDP, and this has been initiated by the Managing Authority under the Approval of the Monitoring Committee in the course of 2005. 

With respect to the area-based measures of the NRDP, on the basis of experience from the first year and the findings and proposals contained in the year 2004 Annual Report the Hungarian authorities inspected in 2005 the option of processing all area-based supports under an integrated system irrespective of whether they are under the scope of Pillar I or Pillar II of the Common Agricultural Policy. In addition to a more efficient planning of procedures this solution was also indicated by that the parcel identification system of the area-based Community supports paid under the CAP (SAPS
, various plant production and livestock keeping top-ups
, agri-environment, LFA, Afforestation of agricultural areas) is the physical block-based Land Parcel Identification System-Hu (LPIS-Hu). As a result in 2005 it was made possible for farmers to submit applications for area-based support under pillar I and applications for LFA support on the same form and in the same period. This consolidation is the first step towards the processing of all area-based support subject to CAP pillars I and II in an integrated system as of 2007, and this will be beneficial for both the farmers and the institutions engaged in implementation. 

5.6.2. Administrative capacity ensuring implementation of the NRDP

The staff of the NRDP Program Management Unit, responsible for the coordination of the NRDP program within the MARD Managing Authority Department, grew from 3 persons in 2004 to 6 persons at 31 December 2005. 

Similarly to other EAGGF co-financed measures, the implementation of the measures of the National Rural Development Plan in Hungary is the responsibility of the Paying Agency, the Agricultural and Rural Development Agency (ARDA). ARDA has one central and 19 county offices. The central office hosts several directorates, among which the Directorate of Direct Payments is responsible for the implementation of the NRDP measures. The Directorate operates with 54 colleagues, 8 of whom are financed from Technical Assistance.

Till April 2005 the central implementation of the schemes of the NRDP was the task of the Follow-up Measures Department. In March 2005 the department had a staff of 11 persons. Two of the scheme coordination were also in charge of system coordinator tasks, having to perform harmonizing and coordinating tasks for support schemes relating to the structural transformation. All tasks related to the individual support schemes have to be performed by 1-2 persons at the central professional department, so the administrators had to carry out tasks required for the development of the implementation of the schemes in parallel (e.g. IT developments), tasks relating to statements of opinion to be made in problematic issues, and implementation tasks delegated to the central administrator.

The fulfilment of implementation tasks was commenced in merit in 2005 after the conditions of operation and rules of procedure have been created. Accordingly the most important task was to process the applications for support received. In addition, for most schemes it was necessary to design, manufacture and distribute the forms of applications for support for the second year and payment claims, and manufacturing materials to assist the spreading of information, and preparing the rules of procedure concerning the management of payment claims. It was also an important task to modify, on the basis of experience from year 2004, the IT system in support of processing, and to develop it as regards payment claims. The central professional department – using experiences gained during implementation – had also taken an active part in modifying the regulatory background of the measures. All this was such a burden for the central professional department having an extremely small staff that as a consequence the fulfilment of tasks and thus the entire administration period was severely delayed.

Whereas processing of the measures characterised by a higher number of applications mostly occurs in the county offices, while measures with low number of applications are managed by the central office of ARDA. The 19 county offices – where on average 8 persons are engaged in the implementation of the NRDP - are managed by the Directorate of Territorial Affairs of the ARDA (1 person) and the operative management of on-the-spot checks is carried out by the Territorial Control Department (7 persons). On the other hand, the payments and book-keeping is the responsibility of the Financial Directorate (5 persons), and the IT systems are operated by the Information Technology Directorate (29 persons). 

In the case of several measures, ARDA cooperates with other authorities (Animal Health and Food Control Stations, Plant and Soil Protection Services, National Park Directorates), in particular in carrying out the on-the-spot checks, which requires special skills, and for the preparation of the necessary certifications and other documents. These cooperations are regulated by the cooperation agreements concluded with the above organisations. In the case of one measure (afforestation of agricultural areas) ARDA has delegated almost the whole authorisation process to a third party, the State Forestry Services. Preparation of the farmers and consultation activities are mostly carried out by the Ministry via its own network of consultants (‘agricultural extension officers’) and external consultants.

5.6.3. Developments of human resources affecting implementation

Owing to the administrative/budget restrictions, the Agricultural and Rural Development Agency acting as the Paying Agency has had difficulties concerning human capacity in 2005 as well, which represented an extraordinary problem in the second year of implementation. Due to the above-mentioned legislative delays, similarly to 2004 the greatest difficulty was caused by the fact that the everyday operative work (i.e., the processing and payment of applications) had to be carried out in an environment characterised by the simultaneous development of the organisational and IT background. The primary obstacle for the efficient utilisation of the human resources used for the processing of the applications and for carrying out the on-the-spot checks consisted in the fact that the general practice applied in the Community, wherein the area-based supports of the NRDP are operated in the same processing and checking period as the other area-based supports related to the EAGGF, could not be realised in 2005. 

The experience gathered clearly suggests that the majority of the problems encountered during the implementation of the NRDP will require a counterbalancing by ensuring extra resources. Accordingly the organizational structure of the implementation of NRDP Follow-up measures had changed within the ARDA as of May 2005. The department responsible for central management and development was divided in May 2005, and since then a separate department deals with the area-based measures of the NRDP and a new department was formed for the implementation of structural transformation support under the NRDP. Upon their establishment the department dealing with area-based support had 7 employees and the professional department dealing with structural transformation support had 6 employees. By the end of 2005 these numbers grew to 10 and 11, respectively. Thus the number of staff dealing with the implementation of the NRDP measures duplicated in the central offices when compared with the number of the staff of the beginning of the year that is from 11 to 21 persons. In the two units there were 8 persons employed at the charge of the funds of the measure Technical Assistance. 

Regardless of the organizational transformation in 2005 one of the key reasons behind the delay in processing the applications and the finalization of decisions on support was the lack of appropriate human resources at both central and county levels. The vast majority of measures having a high number of applications are processed at county offices. Deficiencies in human resources manifest during peaks at county levels, since the colleagues deal with the administration of all support schemes handled by the Paying Authority, so they had to handle the different types of support under pillar I and II simultaneously. This means that the administrators were capable of processing all support forms, but not in a single type were they able to acquire the professional skills and experience, which would allow for the quick and efficient handling of the applications. The problem was eased somewhat by the employment of temporary manpower at county offices for the performance of NRDP-related tasks, handling applications and on-the-spot controller positions. 

The rules of procedure prepared prior to implementation had to modify on several occasions during implementation by using the experience gained during the processing of the applications. Due to the low number of applications received initially the ARDA planned to place the implementation of the Meeting standard measure at the central office, but the handling of the applications had to be outsourced to the county offices, because nearly 1000 applications were received in the closing days of the submission period. Due to the complex nature of the measure and its regulation the central professional department revised the work of county administrators at a rate of 100%. A change in the opposite direction was needed in case of the Support for producer groups measure. On the basis of the envisaged number of applications the ARDA planned to have administration carried out by involving the county offices, but due to the low number of applications actually received all applications were processed centrally in 2005.

An important experience gained in 2005 is that the on-the-spot checks related to the NRDP on the one hand require more manpower and on the other hand higher level and special expertise. The on-the-spot controller staff of the ARDA does not possess such expertise in all cases, but this staff must check all support (around 100 schemes) handled by the ARDA. On the basis of experiences from checks made in 2005 existing forms of cooperation with external specialist organizations have to be expanded and presumably from 2005 the delegation of on-the-spot checks will characterize the system of implementation more and more. 

In 2004, the new system of supports introduced along with the accession, more specifically, the complicated measures of the NRDP underlined the need for operating an efficient network of consultants. The surveys assessing the awareness of the farmers, the fluctuating activity observed in the measures, the quality problems of the applications submitted and the experience of the network of consultants suggest that considerable advances should be made in order to organise and operate a really efficient network of consultants. The above developments were carried out in 2005 under the Technical Assistance measure. The Technical Assistance measure contains a summary about the establishment of the NRDP network of consultants. The organizational transformation and the temporary employment of manpower made it possible to somewhat accelerate the Agency activities relating to the NRDP and parallel to this the quality of work performed improved substantially as well. Still, the experience gathered in 2005 continue to suggests that the majority of the problems encountered during the implementation of the NRDP will require a counterbalancing by ensuring extra resources in the future. The bridging of the resource-related problems appears necessary at the payment agency and the participating authorities, as well as in the operation of the network of consultants.

5.6.4. Preparation, acceptance and processing of the application packages

The task to be performed in 2005 was the acceptance and processing of the applications. Beyond this the forms used in the first year had to be revised and reworked to ensure that faults caused by incorrect filling of the forms are eliminated to the greatest extent possible. In case of most of the schemes some correction was needed on the forms used in 2004 to ensure that applying for the support and the handling of the applications is made even simpler, logical and transparent. 

Considering the fact that in Hungary applications should currently be submitted in hard copy formats, the forms and the associated information should be communicated via several channels; in particular through the network of consultants and the county network of the Paying Agency, but the forms were also available via the Internet. The farmers had to submit the applications by post, basically to the county branches of the ARDA.

The forms used in the first year of the Support meeting the EU’s environmental protection, animal welfare and animal hygiene standards had undergone major modifications. The structure of the new form is much more investment-centered than the previous one. This transformation will hopefully reduce the improper description of the investments and the number of cases when missing items have to be supplied. In the applications for support for the second year the enclosure of a ground area drawing was requested, which can be of help mainly during the on-the-spot checks relating to the implementation of the investments. As regards the measure applications could be submitted as of 1 December 2005. Since the submission period lasts till 30 April 2006 only 6 payment claims were received till the end of the year, so it not possible to make any far-reaching conclusions about the quality of the applications on the basis of these. 

Some minor clarifications were also needed on the forms intended for the Support for semi-subsistence farms undergoing restructuring measure. However, these modifications had not basically changed the structure of the package of applications. The amendment of the Decree applied in relation to the calculation of the ESU also required modifications on the forms.

In the forms of the Support for producer groups measure only minor clarifications and rewording of some issues was needed to avoid misunderstanding.

In addition to the preparation of applications for support for the second year and rethinking the rules of procedure the tasks to be performed in 2005 included designing the forms of the payment claim and preparing the system of enforcement concerning their handling. 

In general it can be said that in spite of the intensive communication campaign, the comprehensive dissemination actions and the gradual preparation of the network of consultants, the level of preparation of the farmers and the accurate knowledge of the system of criteria was below the desired level. In the case of a number of measures, this was manifested by the number of applications being far less than planned and also in the quality of the application received. The change in the quality of the applications submitted could be observed in case of schemes, where there was a possibility to submit new applications in 2005. As regards the number missing items to be supplied some improvement was observable compared to 2004 in the Support for producer groups scheme, because the ratio of such applications decreased from 78% to 63% in 2005, but this number is still very high. Although the ratio of missing items to be supplied is much lower at the Support for semi-subsistence farms under restructuring, in this case not even a minor improvement was observed, since around 25% of the applications submitted in both 2004 and 2005 had missing items. However, it can be seen clearly as regards payment claims that the farmers who are already part of the support system – holding approved applications for support – know the conditions of the support and their obligations and tasks. 

5.7. Information and publicity activity

The information and publicity activity relating to the NRDP financed from the TA sources, announcement of the year 2005 support schemes, targeted communication to potential applicants, and continuous information supply to supported parties was carried out under the NRDP’s Communication Action Plan.

The making of calls on support and payment applications is the responsible for the ARDA. The Agency has fully accomplished this task. The invitations for the individual schemes were published on the website of the ARDA and the MARD, in the MARD Gazette and in the Magyar Mezőgazdaság (Hungarian Agriculture).

Submission deadlines, conditions of support and relating information were spread at national, regional, county and small region events. The ARDA centers and the MARD MAD held around 140 forums in total nationwide. The professional coordinators of each scheme held presentations at nearly 100 events in total. An outstanding number of around 40 presentations were held in the topics of both the Agri-environment and Meeting Standards. The list of publications and presentations is summarized in Tables 37-38.

In addition to programs, training courses and professional forums consultation was made possible by the customers services of county and regional ARDA centers in person and by telephone.

Verbal information supply and consultation was helped by publications distributed at the site. Information booklets on the individual schemes were prepared in cooperation by the coordinators of schemes at the MARD and the ARDA, and in 2005 the Agricultural Support ABC ARDA publication and the European Farmer periodical ARDA publication were made available.  

The NRDP subtitle on the website of the MARD was expanded in September 2005. The Plan, current news, bulletins, news updates about support, information booklets about relevant laws and schemes were complemented with the rules of procedure of the NRDP Monitoring Committee and the protocols of its meetings, detailed information per scheme (guides, aids for filling the applications, articles, presentations, success stories, experiences, and frequently asked questions and answers). Moreover the list of names of NRDP consultants and the list containing the public (charge-free) tasks of consultants was also made public. 

In the professional press (Magyar Mezőgazdaság /Hungarian Agriculture/ 2005/2-20, Kistermelők Lapjában /Small Producers Gazette/) there was a series of articles on the support schemes of the NRDP. In addition to the above articles containing information were published in the Agricultural Economy of the EU, the Agroforum Agrarium, the Apiary, moreover the Animal welfare, etiology and keeping technology e-zones. The vast majority of these articles are available on the website of the MARD under the NRDP scheme. The compilation on publications in the printed press are contained in Annex 1 per scheme.

In issues 10 and 11-12 of the EU Gazette the series of articles made in cooperation of the MAD and the ARDA provides detailed information about the target system of the NRDP, its alignment on the national system of development plans, the support schemes, and summarizes the progress of implementation and informs about the establishment of the NRDP network of consultants. 

The establishment of the NRDP network of consultants brought a major step forward in the supply of information. As part of this the farmers affected by the individual support schemes of the NRDP can obtain charge-free authentic professional information (details of the implementation of the network of consultants is contained in the description of the TA measure).

In 2005 great emphasis was placed on the facilitation of the fulfilment of commitments undertaken as a condition for the support, in addition to the announcement of invitations for support under legal schemes in the communication of the NRDP. The presentations and training courses held on the individual schemes were focused on issues relating to compliance with the conditions of the support, advertisable samples, and presentation of avoidable faults.

The detailed communication of the individual schemes is contained in Annex No.1.

Annex No.2 contains the list of professional forums held by the MARD MAD and Annex No.3 by the ARDA.

5.8. Application for technical assistance

5.8.1. Introduction to the measure in brief

The “Technical assistance” measure (hereinafter referred to as TA) facilitates the efficient implementation, tracking, checking and evaluation of the NRDP. 

27% of the three-year funds available under the TA measure is fixed under contracts, and 23% has been paid till 31 December 2005.

5.8.2. The measure's financial plan

The financial resources of the measure represent 4.95% of the 2005 budget and 4.97% of the three-year budget.

31. Table

Financial plan of the “Technical Assistance” measure

EUR

	Sub-measure
	2005
	2004-2006

	
	Financial sources
	Financial sources

	
	EU
	National
	Total
	EU
	National
	Total

	4.8.1. 

	3 500 000
	875 000
	4 375 000
	6 200 000
	1 525 000
	7 725 000

	4.8.2.

	6 500 000
	1 625 000
	8 125 000
	23 800 000
	5 975 000
	29 775 000

	Total
	10 000 000
	2 500 000
	12 500 000
	30 000 000
	7 500 000
	37 500 000


Source: NRDP

5.8.3. Achievements in 2005

In respect of this measure the demand for funds under submeasure 4.8.1 was substantially higher than that of submeasure 4.8.2. This was attributable to that contracts concluded relatively early in time and having high cost demand, such as assurance of complementary human capacities required for implementation, or contracts on the performance of tasks delegated by the ARDA or collaborator’s tasks, as well as contracts ensuring financing for the network of consultants of the NRDP were classified under this submeasure. Submeasure 4.8.1 contains exclusively contracts for financing communication tasks.

The data of applications submitted for measure 4.8 are summarized in Table 32.

32. Table

Data of measure 4.8
	Submeasure
	Contracts concluded
	Authorized sum
	Paid sum

	
	number
	Public expenditure 
	3-year line

%
	Public expenditure 
	% of 3-yr projection
	Public expenditure 
	% of 3-yr projection

	
	
	total
	of this EAGGF
	
	total
	of this EAGGF
	
	total
	of this EAGGF
	

	2004

	4.8.1.
	1
	718
	574
	2
	0
	0
	0
	0
	0
	0

	4.8.2.
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Total
	1
	718
	574
	2
	0
	0
	0
	0
	0
	0

	2005

	4.8.1.
	18
	11025
	8820
	25
	3643
	2914
	10
	3643
	2914
	10

	4.8.2.
	11
	924
	740
	2
	313
	250
	1
	313
	250
	1

	Total
	29
	11950
	9560
	27
	3955
	3164
	11
	3955
	3164
	11

	2004-2005

	4.8.1.
	19
	11743
	9394
	31
	3643
	2914
	10
	3643
	2914
	10

	4.8.2.
	11
	924
	740
	3
	313
	250
	1
	313
	250
	1

	Total
	30
	12667
	10134
	34
	3955
	3164
	11
	3955
	3164
	11


Submeasure 4.8.1 of the measure ensures financing of costs relating to tasks delegated to the State Forestry Service and the Institute of Geodesy, Cartography and Remote Sensing, and on-the-spot checks held by the MARD Plant and Soil Protection Service, Animal Health and Food Control Stations, and National Parks Directorates on the basis of certification by MARD and ARDA. The complementary human capacity of the ARDA and the MARD IHF required for the implementation of the NRDP and the operation of the NRDP MC was financed from this submeasure as well.

On the basis of the successful applications submitted for the call for applications published in September 2005 under submeasure 4.8.1 of this measure in total 400 consultants are engaged in NRDP consultation tasks in the framework of the 7 „umbrella” organizations having been approved for support (Chamber of Agriculture of Hungary, Dunántúli Mezőgazdasági Szaktanácsadók Szövetsége /Association of TransDanubian Agricultural Consultants/, Biokultúra Egyesületek Szövetsége /Federation of Bioculture Associations/, National Association of Hungarian Farmers’ Societies /MAGOSZ/, MOSZ, Magyar Növényvédő Mérnöki és Növényorvosi Kamara /Chamber of Hungarian Pesticide Engineering and Plant Medicine/, Federation of Technical and Scientific Societies). This way the entire territory of the country is covered by the network of consultants. The establishment of the network of consultants was preceded by a national training program organized by the Képzési és Szaktanácsadási Intézet /Training and Consultation Institute/ and as part of that approximately 900 consultants were trained using TA funds. The precondition for the qualification of the consultants was participation at the training course and passing the final examination, after which the consultants having successfully completed the training course were registered in the public consultant database of the NRDP. The NRDP consultants contained in the public database are employed in the framework of the 7 umbrella organizations mentioned above. For farmers services rendered by the consultants is free.

The implementation of information and communication activities (e.g. studies, seminars, workshops, informing activities in compliance with the NRDP Communication Strategy, evaluations, including the purchase and installation of the IT systems necessary for the proper management of the program) are eligible for support from the funds of the TA 4.8.2 submeasure.

Table 33 and 34 contains information activities financed from the measure's sources, as well as other information activities relating to NRDP schemes.

The websites run by the MARD and the ARDA were the forums of continuous information supply (www.fvm.hu

www.mvh.gov.hu).

33. Table

Publications relating to NRDP schemes

	
	Title of publications
	Date of publication
	Publisher

	1
	The National Development Plan and the status of its implementation series of articles II
	2005
	EU Gazette, 2005/10, nos. 11 and 12

	2
	The impact of animal welfare and animal protection in livestock breeding
	January 2005
	Animal welfare, etology and keeping technology, 2005/1.

	3
	Support for storing and handling manure under the NRDP
	January 2005
	Agroforum Agrarium, 2005/1.

	4
	Management of organic materials in Hungary
	May 2005
	Hungarian Agriculture 2005/5.

	5
	Agricultural Support ABC
	2005
	ARDA publication

	6
	Overall implementation of one issue of the European Farmer agricultural magazine
	2005
	Szaktudás Kiadó Ház Rt.

	7
	Series of articles on the schemes of the NRDP
	2005
	Hungarian Agriculture 2005/2-20, Small Producers’ Gazette

	8
	NRDP information booklets (per measure)
	2005
	MARD MAD publication, Agroinform Kft.

	9
	Studies: „The impact of the change in political regime on the natural environment”, „The significance of our soils in the 21st century”, „Flora and fauna of Hungarian regions, „Post-farmer traditions and modernization efforts on rural areas in Hungary”, Summarizing study about the experience and findings of community forums held in the framework of the „Public benefit of rural areas” „Dialog for rural regions„ program
	2005
	Hungarian Academy of Sciences Social Research Center

	10
	Requirements for environmental protection, animal welfare and animal hygiene in agricultural investments
	2005
	MARD MAD publication, Agroinform Kft.


34. Table

Presentations, forums and workshops relating to NRDP schemes

	
	Program name
	Date
	Topic of presentation
	Speaker

	1
	NRDP guidance presentation, Hévíz
	2005 01.18
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	2
	NRDP guidance presentation, Kiskunlacháza
	2005.02.15.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	3
	NRDP guidance presentation, Kisújszállás
	2005.02.17.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	4
	NRDP guidance presentation, Hortobágy
	2005.02.22.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	5
	Agrya Conference, Training of Young Farmers
	2005.03.04
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	6
	Csongrád county MARD agricultural extension officer training
	2005.03.10.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	7
	NRDP guidance presentation, Mórahalom
	2005.03.17.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	8
	NRDP guidance presentation, Debrecen
	2005.04.08.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	9
	1st Biogas Conference, 
	2005.04.28.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development Repr. of Dept. of Agri-enviroment and Rural Development

	10
	NRDP guidance presentation, Debrecen
	2005.05.12.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	11
	University of Szent István , Organic Farming, Organic livestock keeping, Gödöllő
	2005.06.09.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	12
	NRDP guidance presentation, program held by the Bács-Kiskun County Chamber of Agriculture
	2005.06.16.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	13
	ÖKO Portya, Budapest
	2005.06.17.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	14
	NRDP guidance presentation, Ballószög
	2005.06.25.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	15
	NRDP guidance presentation, Püspökhatvan
	2005.08.16.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	16
	NRDP guidance presentation, Csoma
	2005.08.24
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	17
	NRDP guidance presentation, Székesfehérvár
	2005.09.22.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	18
	Program by Gödöllői Agrárközpont Kht, Gödöllő
	2005.06.27.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	19
	Program by MOSZ, Budapest
	2005.10.05.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	20
	Program by University of Szent István (SZIE), Gödöllő
	2005.10.07.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	21
	VTT for rural regions conference, Nyíregyháza
	2005.10.20.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	22
	Vásárhelyi Consortium VTT programme, Nyíregyháza
	2002.11.10.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	23
	NRDP guidance presentation, Vasad 
	2005.11.14.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	24
	NRDP guidance presentation, Tiszadob
	2005.11.23.
	Agri-environment
	Repr. of Dept. of Agri-enviroment and Rural Development

	25
	Program by the integrators National Association of Private Forest Owners and Managers, Forestry Information Center, Budapest
	2005.03.
	Afforestation of agricultural land
	Repr. of Forestry Department

	26
	Program by the Alföldi Erdőkért Egyesület /Society for Plain Forests/, ERDŐSZÖV Rt. headquarters, Pilis
	2005.05.06.
	Afforestation of agricultural land
	Repr. of Forestry Department

	27
	Program by the National Association of Private Forest Owners and Managers, Szentgál
	2005.09.16
	Afforestation of agricultural land
	Repr. of Forestry Deparment


Table 34 continued

	28
	9 presenations organized by the county chambers of agriculture, Komárom-Esztergom, Pest, Jász-Nagykun Szolnok and Békés county
	2005.03.-2005.12.
	Consistency with Community standards regarding the environment, animal welfare and hygiene
	Repr. of Animal Health and Food Control Department

	29
	In-service training of technical specialists organized by the MARD Hungarian Institute of Agricultural Engineering
	2005.03.
	Consistency with Community standards regarding the environment, animal welfare and hygiene
	Repr. of Animal Health and Food Control Department

	30
	8 presentations oganized by chamber of veterinarians
	2005.02.-2005.12.
	Consistency with Community standards regarding the environment, animal welfare and hygiene
	Repr. of Animal Health and Food Control Department

	31
	Presentation held at the Tata Farmers Circle, Tata
	2005.11.
	Consistency with Community standards regarding the environment, animal welfare and hygiene
	Repr. of Animal Health and Food Control Department

	32
	Farmers Forum, Cserkeszőlő
	2005.01.27
	Briefing about the producer groups
	Repr. of the Agricultural Sectoral Administration Department

	33
	NRDP guidance presentation, Izsák
	2005.02.02.
	Current opportunities of producer groups
	Repr. of the Agricultural Sectoral Administration Department

	34
	NRDP guidance presentation 
	2005.02.10.
	Support opportunities of producer groups
	Repr. of the Agricultural Sectoral Administration Department

	35
	HANGYA general assembly, Budapest
	2005.03.
	Establishment and administrative operation of producer groups
	Repr. of the Agricultural Sectoral Administration Department

	36
	Farmers Forum, Kisújszállás
	2005.03.30.
	Briefing about the producer groups
	Repr. of the Agricultural Sectoral Administration Department

	37
	NRDP guidance presentation, MARD, Budapest
	2005.07.19.
	Support of producer groups operating in the sugar beat sector
	Repr. of the Agricultural Sectoral Administration Department

	38
	NRDP guidance presentation, MARD, Budapest
	2005.08.11.
	Current opportunities of grape-wine producer groups
	Repr. of the Agricultural Sectoral Administration Department

	39
	HANGYA branch meeting, Badacsonytomaj
	2005
	Briefing about the producer groups
	Repr. of the Agricultural Sectoral Administration Department

	40
	Program by the Forestry Research Institute
	2005.09.20.
	Producer groups in the forestry sector
	Repr. of the Agricultural Sectoral Administration Department

	41
	NRDP guidance presentation, MARD, Budapest
	2005.10.21.
	Termelői szerveződések Magyarországon
	Repr. of the Agricultural Sectoral Administration Department

	42
	NRDP guidance presentation, MARD, Budapest
	2005.12.16.
	Producers’ groups in Hungary
	Repr. of the Agricultural Sectoral Administration Department

	43
	Szegvár and Region Savings Cooperative professional forum, Szegvár
	2005.01.10.
	Rural development sources in Hungary 2004-2006 
	Representative of MAD

	44
	2nd National Tender Meeting ICT Meeting, European Conference Ship, Budapest
	2005.04.07.
	Agricultural funds in the light of the ARDOP and the NRDP, preparation for the EARDF
	Representative of MAD

	45
	National Association of Horticulturists and Gardeners, OMMI, Budapest
	2005.04.28.
	Rural development sources till 2006. Preparation for the EARDF
	Representative of MAD


Continuation of Table 34
	46
	Mayors for Equal Opportunity Conference held by the Magyar Női Karrierfejlesztési Szövetség /Hungarian Women’s Career Development Association/ and TÖOSZ, Ministry of Interior, Budapest
	2005.06.27.
	Enforcement of equal opportunity in the ARDOP and the NRDP
	Representative of MAD

	47
	Village Days, Csanytelek
	2005.07.08.
	Joining forces for rural regions (Rural development sources till 2006, ARDOP, NRDP)
	Representative of MAD

	48
	Approx. 5 NRDP guidance presentation, National Agricultural and Food Industry Exhibition (OMÉK), Budapest
	2005.08.28.
	Popularization of NRDP schemes
	Departments concerned and the MAD

	49
	Approx. 23 training events, training of consultants, nationwide
	2005
	Detailed presentations of NRDP schemes
	KSZI Regional Centres


The local offices of the ARDA held in total 119 guidance presentations in 2005 on the measures of the NRDP. The target audience of the presentations included agricultural extension officers, agricultural chambers, their member organizations and members, chamber consultants, NRDP consultants, municipalities and farmers. The distribution of presentations per counties is summarized in Table 35.

35. Table

Guidance held by the county branches of the ARDA

	
	County
	Number of presentations, guidances

	1
	Bács-Kiskun
	0

	2
	Baranya
	13

	3
	Békés
	3

	4
	Borsod-Abaúj-Zemplén
	4

	5
	Csongrád
	4

	6
	Fejér
	8

	7
	Pest county and Budapest
	13

	8
	Győr-Moson-Sopron
	13

	9
	Hajdú-Bihar
	10

	10
	Heves
	12

	11
	Jász-Nagykun-Szolnok
	5

	12
	Komárom-Esztergom
	3

	13
	Nógrád
	1

	14
	Somogy
	4

	15
	Szabolcs-Szatmár-Bereg
	1

	16
	Tolna
	4

	17
	Vas
	4

	18
	Veszprém
	6

	19
	Zala
	11

	Total
	119


5.8.3 Financial realisation

The measure's financial realisation is contained in Table 36.

36. Table

Financial realization of measure 3.1 (2005)

	Allocation of sources
	Total public expenditure

(EURO)
	EU contribution

(EAGGF)

(EURO)
	National contribution

(EURO)

	Commitment (2005)

	Planned*
	12 618
	10 095
	2 524

	Implemented* 
	10 631
	8 505
	2 126

	Alteration from plans
	1 987
	1 590
	397


*Year 2005 line

**MA approved

The measure's efficiency, results and impact can be measured with the numerical indicators in Table 37. 

37. Table

Indicators of Technical Assistance (2004-2006)

	Technical Assistance
	Indicator type
	Projection/ target state 2006
	Fulfilled in 2004-2005

	Number of general information supply materials made and distributed (brochures, pamphlets) (pcs)
	Output
	100.000
	approx. 30 000

	Number of conferences, seminars, workshops held (for potential beneficiaries) 
	Output
	1000
	209 of which approx. 28 financed from TA 

	Number of persons having taken part at conferences, workshops and seminars 
	Result
	50.000
	approx. 7,315

	Ratio of questionnaires filled and returned (pcs)
	Result
	50%
	n.a.

	Number of consultant organizations (networks) concerned (pcs)
	Result
	5
	7

	Certifying the efficiency of meetings by the Monitoring Committee (description)
	Impact
	-
	*

	Ratio of successful applicants due to assistance from communication activities (publication, workshop, trained specialist, etc.) 
	Impact
	70%
	75 %



*Certifying the efficiency of meetings by the Monitoring Committee (description)

In the course of 2005 the NRDP MC held one written vote, two official and one informal meeting. In addition to the official NRDP MC meeting in 2005 two extraordinary work group meetings and two LFA Sub-committee meetings were held. At both official meetings the number of participants was sufficient for holding meetings with a quorum. At these meetings the members received detailed information about the progress of the implementation of the NRDP, they voted on modifications concerning the NRDP, and they discussed issues relating to the content of the plan and its implementation. The operation of the NRDP MC in 2005 is detailed in chapter 5.2.

The figures in the Table show that the measure fulfilled plans in relation to the schedule as regards the publications handed out. The number of seminars and conferences held was significantly lower than planned in part because of the shortness of time, the lack of human capacity, and in part for the planned target value being too high. The number of participants at conferences is an estimated value, calculated on the basis of the average of conferences with registered participants. The number of consultant organizations concerned and the number of applications approved is higher than the estimated value.

On the basis of the above it can be said that Technical Assistance facilitated the implementation of the NRDP in an efficient manner.

6. Consistency with Community policies

6.1. Consistency with the Common Agricultural Policy

In accordance with Article 37 (3) of Council regulation (EC) No 1257/1999, the Managing Authority has taken all appropriate measures within the framework of assistance to ensure conformity of the NRDP supports with the Community policies, particularly with the Common Agricultural Policy and the market supports.

The NRDP serves the realisation of the second pillar of the Common Agricultural Policy (CAP). The NRDP measures were developed in accordance with the provisions of Council Regulation (EC) No 1257/1999, in a manner complementary with the ARDOP supports without overlapping. The “Meeting standards” measure includes specific provisions with a view to harmonisation with the ARDOP, and the relevant criteria were developed according to that. 

Pursuant to Articles 4 and 5 of Council Regulation (EEC) No 3508/1992, the identification of agricultural parcels and animals occurs in accordance with the rules of the Integrated Administration and Control System (IACS). The basic databases (client register, animal registration system, Land Parcel Identification System, application database) required for the administrative management of direct supports and the associated NRDP measures are jointly operated and the required checks are also carried out within the common IACS, which is thus in compliance with the compatibility criteria laid down in the corresponding legal instrument.

Links between the direct payments and the Agri-environment measure are ensured in the case of those target programs of the measure that support the conversion of arable lands into areas not eligible for direct support (e.g., into aqueous habitats) by the arrangement that the loss of SAPS and top-up supports will be included in the agri-environmental compensation.

In order to exclude simultaneous support from the Common Market Organisations, producer groups in the vegetable/fruit and tobacco sector are not eligible for support within the framework of the “Establishment and operation of producer groups” measure.

Changes from 2004

It is a major simplification from year 2004 implementation that the application for support for less favoured areas can be submitted on a single form with the SAPS application from 2005. The introduction of the same simplification is under way for the applications of the Agri-environment and Afforestation of agricultural areas schemes.

Another change from 2004 is that the complement to direct payments (top-up) measure was introduced from NRDP sources in 2005, due to the year 2004 amendment of the NRDP, and this change aims at complementing the first pillar sources of the Common Agricultural Policy.

The implementation of the co-financed complement to direct payments is in harmony with Commission Regulation (EC) 796/2004 containing the common rules of direct support system being part of the common agricultural policy, having regard to the conditions of submission of the applications, stricter control of NRDP measures and their sanctioning (Regulation (EC) 1257/1999 Article 33h). The applications for complement to direct payments on the unitary area-based support and cultivation of plants on arable land are submitted, processed and checked applications in a single common system. The precondition for the submission of an application for complementary national direct payment on the cultivation of plants on arable land is the submission of a valid unitary area-based application for support.

The regulation of the implementation of the co-financed complement to direct payments ensures full consistency with Article 140 of Commission Regulation (EC) and every specification in Commission Regulation (EC) 796/2004, including special provisions on exceptions and sanctions.
6.2. Environmental sustainability and equal opportunities

The fact that all the measures of the NRDP are in compliance with the corresponding EU directives and acts and with the national legal instruments related to the protection of the environment and nature conservation contributes to the realisation of the considerations of environmental sustainability. Environmental sustainability is one of the objectives of the NRDP, on the basis of which:

· the “Agri-environment”, the “Support for less favoured areas”, the “Meeting standards” and the “Support for the afforestation of agricultural land” are measures expressly contributing to the protection of the environment in terms of both their objectives and effects, therefore, their environmental effects are directly measurable throught the impact indicators of the NRDP;

· the other measures have indirect effects on the environment, but the application of environmentally-friendly technologies is a prerequisite also in the case of these measures.

In the course of the reference period the Natura 2000 areas pursuant to the Bird and Habitat Directives (Directive (EEC) 79/409 and (EEC) 92/43) were designated on a sample area for the preparation of designation throughout Hungary and the elaboration of the methodology of designation, and to determine the necessary resources.

Through the promulgation of Government Regulation 275/2004 (X.8.) on nature preservation areas having Community importance Hungary has fulfilled its obligations as member-state on the designation of NATURA 2000 areas. The above Government Regulation designated areas of key importance in respect of Council Directive 79/409/EEC of 2 April 1979 on the conservation of wild birds and Directive 92/43/EEC of 21 May 1992 on the conservation of natural habitats and of wild flora and fauna. 

The areas designated and proposed for the Natura 2000 cover around 1.9 million hectares, accounting for 20.6% of the country's territory. A total of 468 special nature preservation areas - on a total of 1.41 million hectares – have been designated on the Hungarian parts of the European ecological network, and 55 special bird protection zones were designated on an area of 1.29 million hectares. The two types of areas overlap at a rate of nearly 41%. 

The Natura 2000 agricultural areas concern 483.4 thousand ha grassland and 522.6 thousand ha arable land.

The territorial data were determined on the basis of the domestic cadastral register. In order to introduce land management restrictions and compensations it is indispensable to clarify the topographical number list of promulgated Natura 2000 areas with space informatics devices, and transforming them into topical segments. Furthermore it is necessary to carry out the comparison of the digital segments of Natura 2000 areas with the MePAR database, indication in the MePAR as topical layers and thus final designation of the areas concerned. The available support can be finalised only after this has taken place. Presently, coordination between Ministries and institutions is under way on the implementation of the above task between the Ministry of Environmental Protection and Water Management, the Ministry of Agriculture and Rural Development, the Agricultural and Rural Development Agency and the Institute of Geodesy, Cartography and Remote Sensing.

The scope of the Decree on the detailed rules of using nature protection areas having Community importance, presently in the phase of codification, (hereinafter referred to as: the Decree on the use of land) shall cover all Natura 2000 areas designated. Its objective is to determine mandatory rules for each form of use (ploughland, grassland, reed, fishpond, forest) that ensure sustenance of nature preservation conditions on the areas designated under the network.

In accordance with the Community requirements and the ARDOP, equal opportunities are contained in the NRDP as a horizontal objective. This is directed to the equal opportunities of men and women and the equal opportunities of underprivileged groups. As regards eligibility, the NRDP did not introduce positive discrimination measure for female and underprivileged applicants, equal opportunities is to be enforced during implementation. 

Among the beneficiaries of the support schemes men are in majority. In case of the measure ”Meeting standards”, 13 % of the beneficiaries in 2004-2005 are women and 27%-of the beneficiaries are young farmers. In case of applications of 2004, measure of “Support for semi subsistence farms undergoing restructuring” 34 % of the beneficiaries were women, and 30 % of the beneficiaries were young farmers. 

Regarding the measure “Afforestation of agricultural land”, 14.37 % of the 647 beneficiaries in 2004. were women and 21.17 % of the beneficiaries were young farmers. In the case of the 201 applications filed in 2004 and evaluated in 2005, the rate of women was 18.41 %, and the rate of young farmers was 21.89 %. 

In the case of the applications filed in 2005 until 31st December 2005 1272 applications were supported. At these applications the rate of the women has risen to 20.91 %, the rate of the young farmers has risen to 22.72 %.

21,45 % of the applicants participated in the measure of Less Favoured Areas were young farmers, and 22,45 % of them were women. 

The measure of Agri-environment reflects a similar ratio. 24 % of the applicants received support until 31st December 2004. were women, 23.92 % of them were young farmers. 

On the program level, the NRDP:

· declares the objective of ensuring environmental sustainability and equal opportunities among the program-level objectives and principles; 

· defines environmental and forestry authorities, and the organisations promoting equal opportunities as target groups in the communication plan;

· members of the Monitoring Committee and the Management Committee include the authorities responsible for the protection of the environment and for ensuring equal opportunities, as well as other environmental and equal opportunities organisations;

· the above organizations were active players in the social coordination process of the NRDP during which the outstanding activity of government panels and social organizations engaged in environmental sustainability had directed attention to that this topic should be given more attention and care in the future, so the alignment of the NRDP on the process of sustainable development can be ensured in harmony with Community policies as well; 

· as regards environmental effects, the “Agri-environment”, “Support for less favoured areas” and „Support for the afforestation of agricultural land” measures contain indicators related to the areas involved in the program, and the "Meeting standards” contains indicators related to environmentally-friendly technologies. Equal opportunity appears as an indicators in the Early retirement and the Support for semi-subsistence farms under restructuring measure, where the relevant target values have been determined as well (ratio of women in the individual groups).

· The eligibility criteria applied to take account of the environmental sustainability are specified in the ARDA Communications related to individual measures. 

In the current stage of implementation of NRDP no numerical statistics are available about the promotion of equal opportunities and environmental sustainability as the evaluation of the impacts of the NRDP is not measured yet – only the financial and physical indicators. 

Changes from 2004

The environmental monitoring system mentioned in the year 2004 report was not implemented in 2005. As part of the agri-environment and less favoured areas measure the beneficiaries are obligated to fill in and submit so-called farming logs, which contains monitoring data of the measure. Presently, the farming log is not part of the digital administration system of the ARDA, so their IT processing is presently not possible. The MARD established the center of the Agri-environment Information System (AIS) and operated the interactive website coordinating farmers and consultants.

6.3. Public Procurement

Changes in statutory regulations

An overall amendment of Act CXXIX of 2003 on public procurement was carried out in 2005 to enable the inclusion of the provisions of new Directives on public procurement adopted in April 2004
 in Hungarian laws. The amendment made it possible to include in regulation the experience gained in the enforcement of laws since the date of entry into force of the Act (31 May 2004, as regards public procurements financed from the structural and cohesion funds 1 January 2004). 

Another amendment related to public procurement is the addition to Article 13/B (1)-(2) of Act XXXVIII of 1992 on the state budget. Pursuant to the provisions of the Act the support may not be made dependent on the condition of selecting in advance the organization (person) supplying the goods, providing services or implementing construction projects. This provisions has led to that in cases when the supported party, the sum of the support and its subject was already determined one could not require the beneficiary to hold the public procurement procedure beforehand. One of the key achievements in the Act on public procurement is the potential of provisional public procurement, but this provision had undermined its application. The beneficiaries of EU projects had hardly used the possibility of provisional public procurement. In the end this slows the use of the support, so it is not favourable for the taxpayers either.

For this reason the it was made part of the Act that this provision does not exclude the launch of a public procurement procedure prior to the judgment of the application for support, and that the supported as per Article (1) – in justified cases – can obligate the organization or persons applying for the support to launch a public procurement procedure prior to the judgment of the application for support.

Performance of public procurement tasks of the MARD and ARDA relating to the NRDP

In the NRDP, public procurement concerns the “Technical assistance” measure, and the rules thereof are specified by the NRDP (subchapter of Chapter 3.2.2.). Within the Managing Authority and the affected organisational units ARDA, a skilled legal rapporteur is responsible for public procurement issues, including preparation and coordination of the MA-initiated public procurements within the Technical assistance measure, liaison in public procurement issues, monitoring the changes in the Community rules, etc. 

Changes from 2004

The were no major changes concerning public procurement in 2005.

6.4. Quality policy

Changes from 2004

The were no major changes concerning the quality policy in 2005.

6.5. Employment

In general, the NRDP contributes to the stable agricultural employment of the rural populations. Program-level objectives include the improvement of profitability and employment. In the present implementation phase of the NRDP, quantitative data is not available on the realisation of the above.

Changes from 2004

The were no major changes concerning employment in 2005.

1. Annex

Annual programming (EU contribution, million €)
	
	2004
	2005
	2006

	Overall plan
	181.2
	201.9
	219.2


Indicative overall financial table (million €)

	
	2004-2006 program period

	
	Public expenditure
	EU contribution
	Private contribution:

	Priority A: Safeguarding and improving the conditions of the environment

	Measure A1 Agri-environment
	299,47
	239,58
	-

	Measure A2 Meeting standards
	141,81
	113,45
	-

	Priority A total
	441,28
	353,03
	-

	Priority B: Supporting the conversion of the production structure towards better matching to the ecological and market conditions

	Priority B1 Afforestation of agricultural land
	79,68
	63,74
	-

	Priority C Increasing the economic viability, financial conditions and market position of producers

	Measure C1 Support for semi-subsistence farms
	21,00
	16,80
	-

	Measure C2 Establishment of producers' groups
	28,37
	22,70
	-

	Measure C3 Early retirement
	19,38
	15,50
	

	Priority C total
	68,75
	55,00
	-

	Priority D: Sustenance and development of agricultural activities, thus creation of additional income and jobs, particularly for farmers operating on less favoured areas

	Measure D1
	67,71
	54,16
	

	Other activities

	Technical Assistance 
	37,50
	30,00
	-

	Projects approved under Regulation 1268/1999
	20,00
	15,00
	

	Top-up 
	39,22
	31,37
	-

	Other activities total
	96,72
	76,37
	-

	Overall plan 
	754.14
	602.30
	-


Source: MARD

2. Annex

Financial realization of the NRDP in 2004
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3. Annex

Financial realization of the NRDP in 2005
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3. a. Annex

Division by EAGGF financial year
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4. Annex

Financial realization of the NRDP in 2004-2005
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� The review of internal processes was prepared on the basis of the publication of the Hungarian central Statistical Office „The KSH reports, Economy and Society, 2005/12”.


� Less than the general ratio of Community funding of the NRDP (80%) only because of the reallocation into the SAPARD Programme, which has a ratio of Community funding of 75%.


� Competent Authority: Ministry of Agriculture and Rural Development (MARD) Accreditation Department; Program Managing Unit: the Department of Managing Authority, MARD; the institution in charge of implementation: Agricultural and Rural Development Agency (ARDA), which is also the Payment Agency for the EAGGF Guarantee Section). Other organisations are responsible for the delegated tasks related to individual measures, and for the technical services.


� On 25 June 2004, before the adoption of the NRDP, a decision was made to integrate the SAPARD supports into the financial structure of the NRDP because of the extremely high rate of application and to reallocate EUR 20 000 000 for the SAPARD program from the measure “Meeting standards” in 2004. This amendment had not affected the overall strategy of the NRDP for the period 2004-2006.


� Such cultures may be cultivated in the case of a successful application, but no support may be requested for the area they occupy. Of course this way eligibility for the coming years will not cease to exist.


� To be detailed in sub-chapter 6.2.


� For this reason data relating to the applications of the year 2004 are shown in column for the year  2005 of the Table in consolidated form.


� The alteration from the data in the year 2004 NRDP report is due to administrative fault.


� The payment data do not contain the amounts of contribution to SAPARD and TOP-UP payments. Here and hereafter support paid shall mean sums approved for payment by the ARDA, regardless of the actual financial performance that is remittance. The actual payment of ARDA is in Annex 3.a.


� Calculated at the year 2005 Central Statistical Office mean rate (248.05 HUF/EUR). 


� Year 2005 national funds reduced with the national part of the sum reallocated for the top-up, because it is included among „Current support and payment expenditure” in the Hungarian budget 


�Risk analysis criteria: 1) livestock count close to the limits of farm size, 2) request for support in excess of the maximum support, 3) applications submitted with similar keeping site schemes, or 4) one applicant submitted more than one application





�Risk analysis criteria: 1) year 2003 net revenues from agricultural activities are close to the top/bottom limit; 2) area size alteration found during cross-checking; 3) application received from identical address.





� REPORT on the audit by the confirmation agency of the organization – Agriculture and Rural Development Agency – engaged in paying authority tasks in relation to measures financed from the EAGGF Guidance Section (January 2006)


� Areas, where several land owners jointly possess a piece of land geographically identified without their individual part-areas being geographically identified.


� Single Area Payment Scheme – SAPS


� Complementary National Direct Payment – Top-up


� As per point 2.1 rule 11 of Commission Regulation (EC) 448/2004


� As per point 2.2 rule 11 of Commission Regulation (EC) 448/2004


� Total number of applications for support received in 2004-2005 on the basis of ARDA accounts: 44 658, of this approved 33 641.


� Directive 2004/17/EC of the European Parliament and of the Council of 31 march 2004 coordinating the procurement procedures of entities operating in the water, energy, transport and postal services sectors


Directive 2004/18/EC of the European Parliament and of the Council of 31 March 2004 on the coordination of procedures for the award of public works contracts, public supply contracts and public service contracts
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