Ministry of Agriculture and Rural Development

PROGRAMME-COMPLEMENT (PC)
to the
AGRICULTURE AND RURAL
DEVELOPMENT OPERATIONAL
PROGRAMME
(ARDOP)

(2004-2006)

(Version 24.)

Budapest
September2005



TABLE OF CONTENTS

[. INTRODUCGCTION. ...ttt sttt e e e e s e s e e e e s nnebeneeeeeaeenan 4
1.1 PROGRAMME COMPLEMENT ....coiiiiiiiiieiiit sttt 4
1.2 THE MANAGING AUTHORITY for ARDOP .........ovviemieeeeeeieiiieeee e 6

[.2.1  General deSCrPLON. ......iiii ittt ee e e e 6
[.2.2  The MA N HUNQAIY ...oveiiiiiiiiiiiii e et e e e e e e e e e e e e e a e e aeneene 7
B2 S |V [ 1 (o o TR 10
I.2.4  Meeting of The Head of the Managing authority...........ccccccoevcvvivieneenn. 13
1.2.5 Financial Management and Control Arrangements..........cccceeeeeeeeeeeennn, 14
[.2.6  Monitoring the CapaCItIES .............. v reeeeeeeee e eeeeaes 17
1.3 THE PAYING AUTHORITY 1.ttt seciieee s a e 18
1.4 THE INTERMEDIATE BODY ..ottt 20
1.5 THE FINAL BENEFICIARIES.........ci ittt ettt e e esiiiree e e e e e s enneneees 26
1.6 Consistency with the Rural development plan.............ccocccvvviieeeee v, 26
1.7 The SAPARD Programime ..............eeeuemmmmmmm e s s sesssssssnssssnsssasssnessensenas 30

[LCOMMUNICATION PLAN. ...ttt e e eeesbee s 31
.1 BaCKGIrOUNG ...ttt e e e e et e e e e sernneeae e e e e n 31
1.2 (0] o] 1=Tox 1)Y= T RSOOSR 31

[1.2.1  General ODbJECHIVES .....cccoeei i 31
[1.2.2  SPECIfiC ODJECHIVES ..o it 32
1.3 =10 (=1 €] (010 oL TP 32
[1.3.1  General target grOUP . .occeeeeeiees s veeeeeeieeeeeeteeeeeeeeeeerrneerenreensensrenneeeeeees 32
[1.3.2  SPECIfiC target QrOUP ...vveeiiieei i e e ettt eee e e e e e s st e e e e e e e e seaneeeeesens 32
1.4 KEY MESSAQES ... ettt e 33
1.5 CONTENTS OF COMMUNICATION ....ciiiiiiiiiitimetreeeeee e s eiiiiieeeeee e 34
[1.5.1 Basic principles of communication ......cceee..eeeeviieeeieieeeiiieieieiieeeieeenienn. 34
[1.L5.2  Levels of commUNICAtION ...........uvviieeeeeiiee e 35
1.6 COMMUNICATION ACTION PLAN oottt ettt eiiiieeee e 36
[1.6.1 Communication PRaSES.............oeiicccccmee e eeeeeas 37
[1.6.2  CommUNICALION TO0IS ...coeeiiiiiiiiiii i eee s 38
[1.6.3  Programme ClOSING .......ccooeiiiiiie e 44
1.7 FUNDING, INDICATIVE BUDGET.......cccoiieviiee e, 44
1.8 IMPLEMENTATION of communication plan......ce..veeereeeeieeieeeieeieeeeee, 45
1.9 EVALUATION of communication plan..........ce..ccoveereeiiiniiiiiinieee e 45
[1.9.1  Evaluation for the EU COMMISSION......commmeeiiiiiiiiiiiieeeeiiiiiieieeeeee e 46.
11.9.2 Indicators used for evaluation ........cccccccceviiiiiiiiiie e 46

Il DETAILED DESCRIPTION OF MEASURES........ooccciiiiiiiiee e 47
.1 ASSISTANCE TO INVESTMENTS IN AGRICULTURE..........ccvvveeeiiiinne, 47
.2 STRUCTURAL ASSISTANCE IN THE FISHERIES SECTQR................. 66
.3 SETTING UP OF YOUNG FARMERS...........ottme ettt seiveieee e 77
.4  ASSISTANCE TO VOCATIONAL FURTHER TRAINING AND

RETRAINING ...ttt a e aeeeeeas 84
.5 IMPROVEMENT OF PROCESSING AND MARKETING OF

AGRICULTURAL PRODUCTS ...ttt immemrie et eeee e e 92
1.6 EXPANSION OF RURAL INCOME EARNING OPPORTUNIES........... 106

.7 DEVELOPMENT AND IMPROVEMENT OF INFRASTRUCTURE
CONNECTED WITH THE DEVELOPMENT OF AGRICULTURE .......122



1.8

RENOVATION AND DEVELOPMENT OF VILLAGES AND PROTECTION

AND CONSERVATION OF RURAL HERITAGE...........tmmeeeeeiieeeene 133
1.9 I N = USSP 141
.10 TECHNICAL ASSISTANCE .....coiittieiei ettt 315
V. Evaluation Procedure of the appliCations weeeeevvvveeviiiiiiiiiiieie i, 815
V. EX-ANTE EVALUATION ..ottt iee st e e e sntee e sneaaeeesnneeeeeas 165
VI. Exchange of computer data ...............commmmeeeeeiemiiimiineni. 193
VII. FINANCIAL PLAN L. e s e e e e nnees 198
VIIL. ATTACHMENTS .ot eaee e e e sneeeas 202
VIII.1  Criteria for an economically viable farm...........ccccccoviiiiiiie e, 202
VIIl.2 Monitoring the capacities, quotas for agticwal products, Capacities for the food
Lo (WY1 VY=ol (o ] ST P 214
VIII.3 Market and development possibilities of hligimportant sectors (Assessment of
Market QULIELS) ......cooeeeeee e, 216
VIIl.4 Eligible settlements (in the case of ,expamsof rural income earning
opportunities” and LEADER+ MEASUIES) ... s ererrrrrerreresisimisnnneneeeens 226
VII.5 Handicraft Activities Eligible for Supportnder ARDOP .............coceoeeeeeennn. 241
VIII.6 Timetable for Implementation of LEADER+ Me&®..........ccccoevveevvccccninnnnnn 242
VIIL7  Minimum rEQUITEMENTS .....eeeeieees st eeeeeeeeeessssnstasseeeeesessssnssseseessannses 243
VIII.8 The levels of vocational education in HuNgar............ccccceeeeeiiiiiennccieninnnnnn 276
VIII.L9 The method for the selection of advisers dmel minimum conditions of their
o elod (<o [1 7=\ i o] o PRSPPI 276
VIII.10 Classification of econ0mMIC aCtiVItIES ..comu.ivvvieieeeeiiiiiiiee e, 277



. INTRODUCTION

.1 PROGRAMME COMPLEMENT

The setting-up of the administrative capacities e efficient management of the
Structural Funds and the establishment of suitaisitutional structures demand solid
expertise and thorough preparation. The most importregulations on the
organisational structure are Council Regulation0I2899 laying down the general
provisions for Structural Funds as well as CommissRegulations 438/2001 and
448/2001 laying down the detailed rules for the lenpentation of Council Regulation
1260/99 as regards the management and controlnsydte assistance granted under
the Structural Funds. Concerning Article 5 of EQy&ation 438/2001, the coordinator
is the National Development Office, the ARDOP ManggAuthority has given all the
necessary information to that body.

In May 2003 the Government of the Hungarian adoptesl Community Support
Framework (CSF) and, in connection with it, the idgiture and Rural Development
Operational Programme (ARDOP). The European Coniomsglso adopted the
Hungarian CSF on the 20une 2004 (C(2004) 2093). However, in order toageess
to the Structural Funds of the European Union, agRimme Complement (PC) is
elaborated, the aim of which is to describe the ARDfrom a more application
oriented approach and to establish this way a closenection between the applicants
and the national authorities taking part in thegpamme.

The aim of the Program Complement is to justify shrategy and the planned support
with detailed data about the different levels ofaswees, to describe the measures in
detail and to define the concrete support. The rRragie Complement describes the
details of operation according to the prioritiesl anlated measures. For each measure
monitoring indicators have been determined, whidh lve used for the assessment of
the efficiency of the project.

The Program Complement consists of 7 chapters the attachmentIhe first one
describes the institutions participating in the agement of the measures, stating the
exact position they occupy in the process. Basedhat the applicants can become
acquainted with the complete process of applicafidre Communication Plan contains
all procedures intended for the information of ptied applicants and the general
public. Chapter three describes all measures openapplication, the terms and
conditions for application, the financial plan, tm®nitoring and evaluation indicators
and all other relevant important information. Claipfour presents the evaluation
procedure for the applications, it is followed Whetex-ante evaluation. Chapter six
describes the informatical background, and in drapeven the financial tables are
presented in details. Some detailed lists, analyset explications related to the
measures are presented in the annexe to the PC.




The approval and modification of the Programme Clempnt is the responsibility of
the Programme Monitoring Committee, but the documeiti also be sent to the
European Commission for information.

Beside the ARDOP, the National Rural DevelopmemgRrmme was also elaborated
by the Ministry for the measures co-financed by BRGGF Guarantee Section. The
institutional background of the two programmes asplained in chapter 1.2, the
consistency between them in chapter I.6.



.2 THE MANAGING AUTHORITY FOR ARDOP

1.2.1 GENERAL DESCRIPTION

The Managing Authority (MA) of the Agriculture arRural Development Operational
Programme (ARDOP) was set up within the Ministry Agriculture and Rural
Development (MARD). The Managing Authority bears diwided and full
responsibility for the efficient and regular exéontof the operational programme in
conformity with the national government policies, & way that it facilitates the
maximum utilisation of the development opportursit@en to the affected regions and
sectors. Council Regulation 1260/1999 defines taitthe responsibilities and tasks of
the Managing Authority. According to this Regulatiothe Managing Authority is
responsible for:

a) setting-up a system to gather reliable financial atatistical information for the
monitoring indicators and evaluation; and for fordiag this data to the
Commission;

b) adjustment of the programme complement;

c) drawing up, and after obtaining the approval of tdenitoring Committee,
submitting to the Commission the annual impleméonateport;

d) organising, in co-operation with the Commission ahé Member State, the
mid-term assesment;

e) ensuring that bodies taking part in the managenast implementation of the
assistance operate either a separate accountitgrsys an adequate accounting
code for all transactions relating to the assistanc

f) ensuring the correctness of operations financeeénih@ assistance;

g) ensuring compliance with Community regulations rdgay the application of
Community rules on the award of public contractsiaes sent for publication in
the Official Journal of the European CommunitiesllsBpecify those projects in
respect of which contribution from the Funds hagerbapplied for or granted;

h) fulfilment of the obligations concerning informatiand publicity as provided for in
Commission Regulation 1159/2000;

i) establishing consistency between Community andonalipolicies and enforcing
the requirement of publicity;

The Managing Authority, in co-operation with the E$lanaging Authority and the
paying authority (Ministry of Finance), elaboratd® programme complement and
participates in the negotiations conducted with tBeropean Commission. The
Managing Authority will execute the assistance pmogs in accordance with the
resolutions of the OP Monitoring Committee, theevaint legislation of the Community



and the Member State, the conditions formulatetiénOP and in line with the needs of
the target groups. The Managing Authority will donbusly strive for and take the

necessary steps to achieve or, if possible, to eskdbe output, result and impact
indicators. Furthermore, the Managing Authoritylwetablish permanent and efficient
partner co-operation with the relevant organisatitmensure that the expertise of the
partners in the implementation of the programmeexploited and to ensure the

coherence of the programme with the continuouslheldgping government policies.

An important task of the Managing Authority is toncluct programme monitoring,
where two monitoring desk officers are responsiblefulfilling this task (see later in
this chapter).

1.2.2 THE MA IN HUNGARY

Managing Authority (ARDOP)

Ministry of Agriculture and Rural Development (FVM)

Department of Managing Authority (Iranyité Hatoskgosztaly)
Address: H-1860 Budapest Pf. 1.

Phone:  +36-1-301-4584

Fax: +36-1-301-5949

E-mail: avopih@posta.fvm.hu

Head of MA: Dr. Ferenc NYUJTO, Deputy State Secretary for E@nNdership
Agriculture and Rural Development affairs.

Deputy Head of MA: Dr. Laszl6 VAIDA, Head of Department, EU Coordipati
Department

The Secretariat of The Managing Authority is thep&@ment of the Managing
Authority. This Department is responsible for fllifig the above-mentioned tasks of
the Managing Authority.

financial, evaluation and reporting issubfofitoring and Financial Unit) , the other is
responsible for the programme follow-up, managenaedtthis unit is the secretariat of
the Project Selection and the Management Commitiagswell (Programme
Management Unit). The Department (i.e. the Managing Authority) hasOperational
Manual, which contains all the procedures usedheyMA approved by the Head of
MA. The Hungarian Government Control Office acctedithis document in 2003. The

tasks of the MA are also listed in the internaksubf procedures of the MinistryTh ,-{Taralt: Al J
RDP Programme Management Unitwas also set up within the Managing Authority T
which is responsible for the overall managemenRDP, for the negotiation with the - { Tersit: . )

Commission on all RDP issues, the preparation®RBP annual and final repoyts. | _--

The MA is also responsible for the SAPARD managinghority tasks, until the end of
the SAPARD Programme.

Torolt: Its tasks are listed in the,
in chapter 1.6 “Consistency with
the Rural Develepoment Plan™|

The total staff of the MA: 20




To execute the necessary tasks, the Head of thaditam Authority may directly give
instruction to other departments involved in thelementation of the Agricultural and
Rural Development Operational Programme. The negkst of these departments are:

- To propose madifications of the ARDOP measure iictvithey are competent.
The elaboration/modification of the measures of @perational Programme is
within the competence of the Managing Authority,  { Torétt: . )

- Chairing the Project Selection Committees.

The relation of the Managing Authority and the mmediate Body, especially
concerning the delegated tasks is regulated bfotlusving documents:

- Rules of procedure of the Ministry approved byNiaister;

MARD Ministerial Decree 110/2004 (VI.21) on the eghted tasks (to IB),
which is based on the Governmental Decree 1/20@4g@nsible institutions for
the management of the European Union StructuralCatasion funds).

- Memorandum of understanding: This document contalhghe tasks of the
Managing Authority and the Intermediate Body, whigas signed on 15 July
2004 by the Head of the Managing Authority and ghesident of ARDA. The
memorandum was countersigned by the Minister foriddfure and Rural
Development.

| The audit tasks are executed by thernal Audit Departmeyof the Ministry which is - { Térélt: Department of Audit and
subordinated to the administrative state secretary. Control




Organigramme

C Minster ) ARDOP Managing Authority in MARD
{ Secretariat ] Februar 2005
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Contact persons for the main issues

a) Legal issues, public procurement and respect ofr@anity policies: Dr. Palma
Eger, MARD Dept. of MA (Phone: + 36 1 3014897, Eima
egerp@posta.fvm.hu)

b) Horizontal Issues and State Aid: Dr. Katalin Srarblapt. of MA (Phone: +36 1
3014521, E-mail: sramkok@posta.fvm.hu)



¢) Communication: Ms. Szilvia Fodorné Molnar Dept. A (Phone: +36 1
3014521, E-mail: molnars@posta.fvm.hu) and Ms Edihya (Phone: +36 1
3014780, E-mail: konyae@posta.fvm.hu)

d) State Aids: Ms. Katalin Sramké Dept of MA (Phoned+B 3014521, E-mail:
sramkok@posta.fvm.hu The Managing Authority is the main responsilie i
state aide issues in the ARDOP. The MA executesdiss in coordination with
the department responsible for the issue withirMid&D.

1.2.3 MONITORING

Aspects of monitoring:

« The communicated information should be brief amécl

- For the sake of correctness and transparency.faremdata processing system,
the Single Monitoring and Information System (EMIRYyill be used;
furthermore, data should be entered into the systetime place of its origin.

A condition of access to support is that the bemafy supply data, on the basis of
which the impacts of the measure can be assestedcdll for application of each
measure contains the list of data required fromaghicants. In order to avoid missing
any useful data, all information necessary for nayimg financial and physical uptake
and for assessing the impact of the measures exdafsk on the application claims.
Particular attention will be paid to the horizontsthemes (e.g. gender issues,
environment) and to priority groups. Concerningaapportunities, priority is given to
women, roma people, disabled people or young fanzrd those living in less
favoured areas (or micro-regions). The preferempesn to these priority groups are
defined in each measure of the ARDOP PC.

Data will be entered into the EMIR, where indicatoare generated. Indicators
(financial, physical and procedural) of the openadii programme are consistent with
the monitoring indicators for rural development grammes proposed in the working
documents by the Commission’s servites.

The bodies participating in the implementation dRI2ZOP continuously collect data
supplied by the applicants and, on a regular bass@é on request, transfer it to the
Managing Authority. The collection of data and gsak at macro, sectoral or technical
level, needed for the evaluation of the wider ecoiccand social impacts of ARDOP, is
the responsibility of the Managing Authority. Thetsesks will be carried out by the
Agricultural and Rural Development Agency (ARDA)daby the competent units
(responsible for the measures and sub-measures RDO®R) of the Ministry in
cooperation with the Managing Authority.

! Available in DG Agriculture’s website at the folling address:

http://www.europa.eu.int/comm/agriculture/rur/egaifle_en.pdf
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Monitoring Committee

The Monitoring Committee is the main co-ordinatemgd decision-making body of the
Operational Programme. In accordance with Counaiigifation 1260/1999 the
Monitoring Committee is responsible for the quakiyd efficiency of the programme
implementation. Accordingly, the Monitoring Comrme#t has the following

responsibilities and tasks:

a) draws up its own Rules of Procedures and agree witdmthe Managing Authority;

b) approves or adjust the Programme Complement (P&ydmg the physical and
financial indicators to be used to monitor the stasice. The previous approval of
the ARDOP MC is necessary to all the modificationthe PC;

¢) within six months from the approval of the assistaonsiders and approves the
criteria for selecting the operations financed ureeeh measure;

d) examines the results of the Programme, particutadyachievement of the targets
set for the different measures and on each measmek,the utilization of the
resources;

e) considers and approves the annual and final impiéatien reports before they are
sent to the European Commission;

f) considers and approves any proposal, taken fallpwhe Rules of Procedures of
the MC, to amend the content of the MC decisionceoming the Structural Funds
contribution;

g) in any event it may propose to the Managing Arith@ny adjustment or review
of the programme, including the improvement of itm@lementing provisions and
the financial management systems, in accordandethat relevant provisions of EC
regulation n. 1260/1999.

Members of the Monitoring Committee
Members with decision taking capacity:

1. Chairman/woman — head of the Managing Authority
2. Vice-Chairman/woman— head of the Department of Mem8iate Affairs in the
Ministry of Agriculture and Rural Development (MARD

Ministry of Agriculture and Rural Development:
Department of Development

Department of Game Management and Fishery
Department of Regional Offices of MARD
Department of Training, Research and Development
Department of Food Industry

Department of Rural Development

N OAW

Other partners:

9. Agricultural and Rural Development Agency (ARDA)
10. CSF Managing Authority

11. Ministry of National Cultural Heritage

12.  Ministry of the Interior Affairs

11



13. Ministry of Environment and Water Management

14. Ministry of Youth, Family, Social Affairs and Equ@lpportunities

15. Association of the Hungarian Local Authorities

16. Hungarian Agricultural Chamber

17. Hungarian Chamber of Commerce and Industry

18.  Agricultural Employers’ Association

19. National Association of Food Processors (EFOSZ)

20. Employers’ Side of the National Interest-Conciligt€ouncil

21. Employees’ Side of the National Interest-ConciligtGouncil

22. common representative of the Rural Parliament had\ational Association of
Village Tourism

23. National Association of Food Industry Workers (EDXDS

24. National Association of Agricultural Workers (MED@B

25. Hungarian National Farmer’s and Co-operatives’ Aggon (MAGOSZ)

26. Hungarian Association of young farmers - AGRYA

27. National Association of Agricultural Co-operatiocarsd Producers (MOSZ)

28. Hungarian Farmer Association

29. College of Agricultural Deans and Directors

30. National Association of Fish Producers and Pro@aetrd

31. National Council of Roma Issues

32. Council of Women Representation

33. National Council of Handicapped Issues

34. Delegate of the National Meeting of the Environmamdl Nature Protection
NGOs

35. Central Hungarian Regional Development Council

36. Northern Hungarian Regional Development Council

37. Northern Great Plain Regional Development Council

38. Southern Great Plain Regional Development Council

39. Western Transdanubia Regional Development Council

40. Southern Transdanubia Regional Development Council

41. Central Transdanubia Regional Development Council

42. National Directorate of Environment-, Nature Préitat and Water Issues

The following members will participate in an advisoy capacity:

Representatives of the European Commission

Non-profit Company for Regional Development and TowPlanning (VATI),
Department of Rural Development

Representative of Agricultural Research and Infdizsdnstitute (AKII)

Paying Authority (Ministry of Finance)

Central Harmonisation Unit for Public Internal Fircéal Control (Ministry of Finance)

__ - 7| Torélt: Central Harmonisation
Unit (Ministry of Finance)

Department of Audit (Ministry of Agriculture and Ral Development)

Secretariat of the Central Monitoring Committee
Government Control Office

Representatives of the Managing Authorities of othe Operational Programmes of

the CSF for Hungary may attend the meetings of Manitoring Committee if
appropriate.

12



Secretariat of the Monitoring Committee

The Monitoring Desk Officer 1 (see organigramme}his Secretary of the ARDOP
Monitoring Committee (and also the RDP Monitoringn@mittee). This - Monitoring
and Financial Unit as a Secretariat - fulfils tleeretarial tasks of ARDOP Monitoring
Committee, which are the followings:

a) The necessary documents for the ARDOP MC’s meetargs prepared by the
Secretariat. The Intermediate Body (Agriculturatl @ural Development Agency)
provides data on the administrative, financial prafessional processes in order to
fulfil the necessary documents and indicator tables

b) Both a short and a long version minutes of each &ting prepared in English
and in Hungarian shall be drawn up by the Secedtarhe record must be received
by the Monitoring Committee members within 10 waikidays and must be
confirmed within 15 working days of the date ofsanission of those documents.

c) The Secretariat of the ARDOP MC is obliged to réporthe Managing Authority
of the Community Support Framework and to the Garttonitoring Committee.
The reports are prepared on the basis of monitomfigrmation sent by the
Intermediate Body.

d) The Secretariat of the ARDOP MC is responsiblepi@viding information to the
organizations and the management of the Ministrpuabthe state of the
implementation of the programme and the difficaltithat arise during the
application of the support.

e) The working language of the session of the MC iadiduian. Interpretation into and
from English and translation of the working docuta¢ions shall be provided when
necessary to enable the participation of repretieasaof European Institutions with
advisory role in the Committee.

f) An important responsibility of the Managing Authgris to ensure information and
publicity relating to the work of the ARDOP Monitng Committee, the details of
which are contained in the Communication Plan (@ralb).

The Rules of Procedures of the ARDOP MC determtheswork schedule and the
decision-making process of ARDOP MC.

.24 MEETING OF THE HEAD OF THE MANAGING AUTHORITY

The Meeting chaired by the head of the MA addreskgsto-day management and

administrative issues relevant to specific measards general aspects of the OP and
the PC that do not require decisions by the MoimitpCommittee. It aims to ensure,

where necessary, effective co-ordination in impleting the Programme, to share

experience related to such implementation and teaspthe best practices on the co-
financed operations.

Participants of the meeting are:

¢ Head of the MA (Chairman)
* Department of Managing Authority

13



* Departments of the Ministry of Agriculture involvad the elaboration and
implementation of the measures

¢ Intermediate Body

¢ CSF Managing Authority

The Department of the Managing Authority operates $ecretariat of the Meeting of
the Head of the Managing Authority.

The meeting is held weekly in the MARD.

1.2.5 FINANCIAL MANAGEMENT AND CONTROL ARRANGEMENTS

Responsibility of the OP Managing Authority:

The primary responsibility of the Managing Authgris to ensure correct management
and implementation in the case of operations pewaor in the framework of the
Operational Programme and financed under the Sialdtunds (Article 34.1).

The tasks and responsibilities of the Managing Atitih are clearly defined in the
Government Decree 233/2003. (XII.16.) on the finahtnplementation, accounting,
control and audiof the Structural Funds and the Cohesion Fund.

The Managing Authority shall delegate its financatd accounting tasks to its
Intermediate Body by keeping the ultimate respaligibThe Intermediate Body shall
perform an independent accounting system, in otderfulfil the obligation of
bookkeeping, reporting and data providing for réipgrto the European Commission.

The Managing Authority shall perform in its own coetence, the following tasks:

a. preparing and verifying the statements of expenglitalated to the given
operational programme, and preparing the relatedication reports,
and forwarding them to the paying authority;

b. ensuring the request of fund falling into the scopis responsibility, on
the central budgetary chapter-managed budget apatiop utilization
account (used for the Hungarian central budgetritution);

c. performing the monitoring activity at the level dfie operational
programme;

d. submitting irregularity reports to the paying auttyo

Bank accounts

The account keeper for all community and publictdbation accounts related to the
Structural Funds and the Cohesion Fund is the Hiarg&tate Treasury.

1. HUF (bank) disposal accounts opened by the Payintipdkity per operational
programmes and subdivided into financing Fundsdéonmunity contribution.

14



2. Chapter operated budget appropriation utilizationoants opened by the fund
holder — the National Development Office — by ofieraal programmes for
central budget contribution.

3. HUF disposal (bank) accounts — technical accoumpened by the Managing
Authority by measures for transferring the assitainiom the Funds as well as
the national contribution to the beneficiaries.

Financial control

The OP Managing Authority will pursue control inder for reliable financial
management. It will ensure that ARDA and final Hanaries are appropriately
informed about their responsibility related to fiec&al management. It will furthermore
ensure that Community rules are enforced in puphocurement procedures. The
MARD will perform on the spot controls to investigahe source documentation that
supports requests for payment and to ensure thaparation retains the contribution
from the Funds only if the operation does not ugdex substantial modification (article
30(4) of EC reg 1260/99).

Verification of operations

The verification of operations (first level confr@let forth in Article 4 of Commission
Regulation 438/2001 concerning the assistance eptammtder EU Structural Funds will
be performed by the Intermediate Body.

Within the framework of the management and condyatems the Intermediate Body
will elaborate and operate detailed procedurestdwthe delivery of the products and
services co-financed and the reality of expenditlagmed and to ensure compliance
with the terms of the relevant Commission decisimal with applicable national and
Community rules in particular, the eligibility okgenditure for the relevant support,
public procurement, state aid, protection of theviemment and equality of
opportunity. Certification of the expenditure cla&dcan only be done after carrying out
this first level of control. Procedures and Unitere elaborated to meet the
requirements regulated by Article 4 of Commissiagiation 438/2001.

Independent Internal audits

With regard to Government Decree No. 233/2003. .(XI6.) on the financial
implementation, accounting, control and audit @& 8tructural Funds and the Cohesion
Fund concerning to 54.8.3-4., the independent nmaleaudit unit (Internal Audit
Department) of the Ministry shall perform the taskated to the internal audit tasks of
the ARDOP. The unit must be directly subordinatpdruthe decision of the minister —
to the administrative state secretary, in ordantsure its functional independence.

In order to perform 5% checks and system audits temdering and financial
managements systems of the managing authority,Miméstry (MARD) operating
managing authority and the intermediate body shstihblish their internal audit units
functionally separated from the managing authaaitgd intermediate body for ensuring
the performance of the above tasks. The above amattitasks are carried out by the
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Audit unit of Community Supports within the Intefrsudit department of MARD and
by the Internal Audit Department of ARDA.

System audit

Beside the 5% checks, the functionally independaetnal audit unit of the ministry
operating ARDOP managing authority shall audit ttendering and financial
management system operated by the managing ayth®htus, the system audit is
performed by the Unit for the Audit of Communityriels. Besides thathe internal
audit unit of National Development Office operatitbe Community Support
Framework managing authority, as well as the Gawemt Control Office shall
perform system audits. The Paying Authority shafliathe entire system with regard to
financial management in order to appropriatelyifyepayments.

Bodies performing sample checks on operations (bétls)

The functionally independent internal audit unittbé ministry (Unit for the Audit of
Comunnity Funds) operating ARDOP managing authaftyhe Structural Funds and
the intermediate body (Internal Audit Departmens,well as the Government Control
Office shall carry out checks — in compliance wiffiticle 10 of Commission
Regulation 438/2001 and the methodological guigslipublished by the Ministry of
Finance — to the extent of at least 5% of the marimamount of the expenses to be
supported by the Structural Funds.

Within the MoF, the Central Harmonisation Unit #ublic Internal Financial Control
(CHU) is responsible for the development, regufatico-ordination and harmonisation
of financial management and control and internaitasystems relating to the entire
Public Internal Financial Control system with radgmrto national and international
funds, including the development of control and iauthethodologies and the
establishment of training systems. In order to qrenfthe above-mentioned tasks, the
CHU has established and operates the Consultatitez-ministerial Committee for
Public Internal Financial Control.

Declaration at winding-up of assistance

The Government Control Office is designated toasthe declaration on winding-up of
the assistance according to Art. 38(1)(f) of thguation (EC) No. 1260/1999 and Art.
15. of Reg. No. 438/2001.
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1.2.6 MONITORING THE CAPACITIES

One important responsability of the Managiing Auttyois to monitor the capacitie
For details on this acivity see attachment VIII.2.

17

'| 'products, where no quotas are

TOrolt: <#>In case of sensitive

applied (e.g.: Pig meat, Poultry,
Egg) the Head of the MA is
responsible for that the total
increase of production capacities|at
programme level will not exceed at
the end of the programme in 2008,
the relevant figures in 2000 (for
example: the number of pig pens
poultry house).

1

<#>In case of products where
quotas are applied (e.g..: Milk,
Bovine animals, Sheep, Plant
products), the production due to
investments may not increase
beyond relevant quotas and
reference quantities applicable in
the sector as laid down in the
Accession Treaty of Hungary.
There is a quota monitoring system
operated by the Agriculture and
Rural Development Agency
(ARDA). In this way the increase
of quota can be evaluated during
the project selection procedure. |

<#>The Market Information
System, operated by the Researg
and Information Institute for
Agricultural Economics (AKII)
provides up-to-date information,
forecast on the demand, the supply
and the prices. Based on this, the
AKII compares the production and
the market prices and prepares &
mid-term price prognosis related to
the investment period. This
document is sent twice a week to
the MA. Beside this, the Head of
the MA receives regular reports
from the Market Development
Department of the Ministry, which
is based on the decisions taken by
the Management Committees of
the EU Commission and the
intervention decisions.

1

Based on this and the market
analyses the Head of the MA
evaluates the market situation and
may take the decision of
suspending the capacity increasing
investments. If the applicant has an
authentic certification of an
existing market (example: with
valid contracts) the investment
may be authorised.

>

<#>In case of orchards (Apple,
pear, peaches), in any cases the
applicant has to present an
authentic certification that the
increase of capacity is supported
by the demand. In this case a
decision is taken on the base of the
certification attached to the
application.{

<#>Concerning the capacities for
the food processing an agreeme
was signed between the MA and
AKII. According to this, the
applicants should indicate their

existing capacities and t”_ 717 pd
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.3 THEPAYING AUTHORITY

The Government has appointed the Ministry of Fieaas the Paying Authority for the
Structural Funds and the Cohesion Fund. The Papintority is responsible for
drawing up and submitting payment applications sufga by certified statements of
expenditures to the Commission and for receivingvgants from the Commission.

The account keeper for all community and publictdbation accounts related to the
Structural Funds and the Cohesion Fund is the Hiang&tate Treasury. The Treasury
manages the HUF (bank) accounts — for communitytribotion - per operation
programmes and subdivided to financing Funds opdayethe Paying Authority, the
chapter operated budget appropriation utilizaticstoants — for central budget
contribution — opened by the fund holder — the Rristinister Office by operational
programmes, and the HUF disposal accounts by messpened by the Managing
Authority, from which the beneficiaries receive timsistance from the Funds as well as
the national contribution.

The PA shall satisfy itself, that the administratiaccounting, payment and internal
control arrangements of the Managing Authority eastompliance with the applicable
rules with regard to the following:

1. the eligibility of claims is checked before paymenauthorised;

2. the commitments and payments (both Community artebmed) effected are
correctly and fully recorded in the accounts;

3. the eligibility of applications is checked beforentracts with beneficiaries are
signed and the commitment recorded.

The Paying Authority shall satisfy itself, that tfalowing arrangements (rules and
procedures) of the Managing Authority are regulated

4. the maintenance of a sufficient audit trail,

5. the regular and effective functioning of managenaart control systems,
6. compliance with the applicable rules,

7. the verification of expenditure.

Tasks of the Paying Authority

(a) Manage the liquidity of payments (payment onoaat, interim payments and
payments of the final balance) from the Funds &edcontinuous availability of
the payments drawn by the Managing Authority (Comityucontribution);

(b) transfer the contribution from the Funds — on thesid of the settlement
aggregated by the OP Managing Authority - to thapthr-managed budget
appropriation utilization account, against which deduction, retention or
further specific charge shall be made;

(c) Certify, based on the information provided by theardging Authority
(including reports on system audits and 5% checksnanagement and control
procedures in place provided by the Managing Authand complementary
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checks conducted by the PA where appropriate that dtatements of
expenditures are accurate and that they result trounting systems based on
verified supporting documents;

(d) Drawing up and submitting the certified paymentlieagion documentations by
Funds (declaration of certification of expenditustatement of expenditure,
application for payment) — on the basis of theestants prepared by the
Managing Authority — to the Commission on the basigxpenditure actually
incurred by the final beneficiaries;

(e) Summing up and submitting not later than 30 Apfileach year expenditure
forecasts to the Commission for the current anlddohg year on a basis of the
forecasts compiled by the Managing Authorities;

(f) Recovering sums due to the Funds re-paid (re-eamesf) by the Managing
Authorities and the application of financial coiens where they arise, as a
result of the discovery of administrative errorsfrom events arising from the
management of the programme or from the occurrehizeegularities;

(g) Summing up and submitting to the Commission ongeax a statement of the
amounts awaiting recovery at that date, classhithe year of initiation of the
recovery proceedings.

(h) The Paying Authority keeps accounting records byasuees, priorities and
funds based on its own bookkeeping as well as eratitounting information
system of the Managing Authority or the IntermegliBbdy, containing not only
the contribution of the Structural Funds, but als® central budgetary financing
and private contribution as well.

The process of disbursement to the final recipient:

a) Beneficiaries submit their payment claims (paid oices or accounting
documents of equivalent probative value) to theerimediate Body, the
Agricultural and Rural Development Agency (ARDA).

b) The Intermediate Body receives and controls theoioges, and verifies the
eligibility of expenditure claimed. Based on vexdiinvoices the Intermediate
Body authorises the payment and aggregates th@gagpnvoices with eligible
expenditure and sends the request of fund to thealylag Authority, which
ensures the whole public contribution in advanaemfrthe chapter operated
budgetary appropriation utilization account to tdsposal account of the
corresponding measure. Based on the transfer ofdee Intermediate Body the
Treasury shall execute payment to the beneficiary.

c) From the disposal account of the corresponding ureatshe Beneficiary
receives the public contribution related to theemditures submitted.

d) After the Intermediate Body has disbursed the tamabunt of the assistance —
from the central budget - to the Beneficiary, thandging Authority settles the
total amount of the pre-financed assistance pastesind submits its claim for
community contribution to the Paying Authority.
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e) On the basis of the claim of the Managing Authotityy Paying Authority
transfers the contribution of the Funds to thevaat¢ chapter operated budgetary
appropriation utilization account.

.4 THEINTERMEDIATE BODY

The implementation of the operational programmibaisically the responsibility of the
Managing Authority, which can delegate a numbertagks associated with the
implementation to the intermediate bodies partioiga Hence, the Intermediate Body. - | Térélt: Accordingly, the
””””””””””” Managing Authority delegates its
is responsible for the execution of the measureth@fOperational Programme as set | 20 2 e managementof

forth in the Programme Complement. applications to the Intermediate
Bodies, while in the cases that

For ARDOP the Intermediate Body is the Agricultuaad Rural Development Agency | require approval or decision, the
(AR DA) Managing Authority acts on its
. own.
According to the Government Decree no. 81/2003 7Y,|.ARDA was set up on
1°' July, 2003 by the merger of the Agricultural Invemtion Centre (AIK) and the
SAPARD Agency. The Agency will manage the finan@alrces received from the

SAPARD and later from the EAGGF Guarantee and Guid&ections and the FIFG.

The information system established by the Manadiatihority for Community Support
Framework is the basic tool for information flowtrmmly between ARDA and MoARD
(1B and ARDOP MA) but also between ARDOP MA and O8E as well.

The ARDA performing delegated tasks shall take paldo in the financial
implementation of the assistance awarded in thedveork of applications related to
operational programme, carrying out all the finah@nd accounting tasks related to
ARDOP. ARDA uses the common accounting system edefdr managing financial
data for the implementation of the Community Suppoamework, in order to fulfil the
obligation of book-keeping, reporting and data jong for reporting to the European
Commission. The detailed list of tasks is requlaiadthe 233/2003. (XI.16.) | Torolt: Considering the extensive

"| implementation and controlling

Government Decree on the financial implementatamzounting, control and audit of | /" | tasks to be performed by
intermediate bodies, the

the Structural Funds and the Cohesion Fund. | Agricultural and Rural
/ Development Agency has to
Y o o ______________ / establish and operate suitable

The division of tasks of the Managing Authority a@he Intermediate Body is regulated 31?:%2"35 ZLEEreTﬁQ g%lgr?y use

by the cooperation agreement concluded betweentvibebodies (15" July 2004) gg;ﬁﬁbﬁ‘;ga'ﬂa“d Community
According to the agreement the Managing Authoritly @nsure that: The ARDA performing delegated
. . . . . . tasks shall take part in the financial
» the tasks relating to the operation (managemengnitoring and financial imple;wzn_tatir?nfofthe asls(ist?nce
. . H H awarded in the framework o
|mplement§tlon of the programme are c_IearIy defirtbe responsible persons | jications related to operational
are unambiguously named, and the functions areatepk programme, carrying out all the
. . . . . . . financial and accounting tasks
« the intermediate body supplies regular informatiorthe Managing Authority related to ARDOP, as well as 1B

on the performance of their tasks, and the meadsratruments employed, on | shall perform an independent
accounting system, in order to

the financial and control procedures and the rélateernal regulations; fuffl the obligation of book-

« the intermediate body supplies appropriate infoimmato the MA with the keeping, reporting and data

. s . . . . providing for reporting to the

regularity specified by the Managing Authority féne monitoring of the European Commission. The
financial, physical and procedural indicators; detailed list of tasks is regulated in

. . . . . the 233/2003. (XI1.16.)
« the intermediate body informs the Managing Autlyowithout delay about any Government Decree on the
irregularity, which could result in the reductionwithdrawal of the Community financial implementation,
A . accounting, control and audit of
contrlbutlon; the Structural Funds and the
Cohesion Fund.
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+ the intermediate body informs the Managing Authomtithout delay about
every information on civil, criminal or public adnistration procedures
affecting the execution of the programme and thwities falling in the scope
of responsibilities of the Managing Authority;

< the independent evaluators receive the data amdmation required for mid-
term evaluation.

At ARDA the number of staff employed is 1,240 aching to the data of 31 MarcT
2005.

The Number of employees dealing with ARDOP at ARDA: |

County Offices | General | Application On-the- Claim Total
staff Processing spot Processing
Unit Control Unit

Unit

Borsod-Abauj- | 3 11 1 4 19
Zemplén County
Office

Csongrad 4 8 2 2 16
County Office

Budapest&Pest | 3 9 1 2 15
County Office

Somogy County 4 8 10 9 31
Office

Szabolcs- 4 8 2 4 18
Szatméar-Bereg
County Office

Veszprém 2 6 4 7 19
County Office

Zala County 9 2 3 14
Office

Total 20 59 22 31 132

Central Office

Coordination 10
and Monitoring
Unit of Rural
Development

Authorization of 1
Payment Unit

Food Industry 7
Application
Processing Unit

Decision 9
Preparation Unit
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Total | | | |

| 27

TOTAL 120 |59 | 22 | 31

| 159

- Employees financed from TA, dealing with ARDOR4&nging data):

County Offices | General | Application On-the- Claim
staff Processing spot Processing
Unit Control Unit
Unit

Total

Borsod-Abauj- | 1 12 1 4
Zemplén
County Office

18

Csongrad 1 11 4 5
County Office

21

Budapest&Pest 3
County Office

Somogy 7 2 2
County Office

11

Szabolcs- 1 13 5 3
Szatmar-Bereg
County Office

22

Veszprém 9 1 1
County Office

11

Zala  County| 11 2 2
Office

15

Total 3 66 15 17

101

Central Office

Coordination
and Monitoring
Unit of Rural
Development

Authorization
of Payment
Unit

Food Industry
Application
Processing Unit

Decision
Preparation
Unit

Total

TOTAL 13 |66 | 15 | 17

| 107
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Communication flow and reporting line in the ARDAdbetween the ARDA and the
Managing Authority

The cooperation between ARDA and ARDOP MA is retgdaby a cooperation
agreement, concluded between the two bodies otZhef July 2004. The agreement
defines the way of information flow, communicatiand cooperation between the two
bodies and the tasks to be fulfilled by the MA &RIDA concerning the tasks listed in
the agreement.

The head of the MA coordinates the tasks with thesident of ARDA by means of
correspondence and gives orders which are to beafded to the deputy president of
ARDA and/or to the director responsible for rural’dlopment until further notice.

The head of the MA holds a meeting every week, whitie director of ARDA
responsible for rural development, the heads ofctrdral departments/units and the
competent head of departments/units of the MoARP present. Those present
coordinate the tasks and make decisions whichwrdgwn in a minutes as well.

At ARDA, concerning the units dealing with ARDOMRetpresident is in charge of the
Directorate of Financeand theCentral Physical Control Departmenihe deputy
president is in charge of ti@ounty Offices Directoratand theDirectorate of Rural
Development

Within the competence of the Directorate of Finaische:
* ARDOP-SAPARD Payment Unit, where the payments aralled and the
» Financial Recording and Accounting Unit, whichrischarge of accounting.

Within the competence of the Central Physical Garidepartment is the:
* Rural Development Physical Control Unit, where trethe spot controls are
supervised.

The County Offices fall within the competence o tRounty Offices Directorate,
where the:
» Application Processing Unit deals with the manageinoé the applications,
» Claim Processing Unitwhere the management of accounts and the financial
authorisation is conducted and the
* On-the-spot Control Unit, which is in charge of trethe spot controls.

The Directorate of Rural Development comprisesoliewing units:

* Food Industry Application Processing Unit, dealwigh the management of the
applications submitted to 1.3 and 2.1 measures,

» Decision Preparation Unit, which is in charge & Hubmission of applications,
compiled by the County Offices, to the DecisionfRmation Committee,

* Leader+ Unit, dealing with the processing and sgion of the LEADER+
applications to the Decision Preparation Commitéenel with the elaboration of
the rules of procedures and the LEADER Operationi\d
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» Coordination and Monitoring Unit of Rural Developmbewhich elaborates the
calls for applications, the rules of procedureg &RDOP Operation Manual
and prepares the monitoring reports and performasogperation of the Single
Monitoring and Information System (EMIR),

* Authorization of Payment Unit, performing all thesks related to the
management of accounts and financial authorisatmeerning the ARDOP and
the NDP TA measure. Furthermore it supervises ldengrocessing related to
ARDOP. The unit is also in charge of the managero&fihancial authorisation
related to the SAPARD measures. |

The units listed above are also responsible fomtheagement and development of the‘
relevant chapters of the ARDOP Operation Manual. !
Regarding the ARDOP applications, the Director af& Development has the right to ‘
give orders to the county offices.

All the other units get instructions from the cortgre: director at the written request of‘
the Director of Rural Development. The coordinateml communication within the /|
ARDA is provided by regular meetings held for thérediors and head of |

departments/units and by daily correspondence. ¥

Agriculture and Rural Development Agency )|

Address: H-1054 Alkotmany u. 29 5
Phone: +36-1-374-3636 x
Fax: +36-1-374-3645 |

Head: Miklés Marrgitai,Phone: +36-1219-45-92, 45- 93
E-mail: margittai.miklo&@mvh.gov.hu g
Vice president : Gyula Dancs !

Phone: +36-1-219-4543 !
Fax: + 36-1-219-4578 !
E-mail:dancs.gyula@mvh.gov.hu !
Director for Rural Development: Dr. Tibor Kemendy
Phone: +36-1-374-3608 ‘
Fax : +36-1-475-2119
E-mail: kemendy.tibor@mvh.gov hu |

[ Megvaltozott a mezékod ]
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Torolt: At ARDA the number of
staff employed at central level is
457 and at regional level is 574
according to the data of 30 June
2004.1

1

The number of staff of the
departments involved in the
ARDOP, SAPARD programmes{
1

Up to I Septembeft

1

Internal Audit Unit of
Agricultural and Rural
Development Supports:6 persong
It performs the audit tasks in
connection with the OPARD. |
1

Managing Information and
Monitoring Unit: 2 persons
It performs the monitorring
activity in connection with the
program.

Central Application Evaluation
Unit: 10 persons

It draws up an order of rank by
measure compiled by the Local
offices and submits it to make a
decision to the Decision
Preparation Committee headed by
the Managing Authority. The unit
notifies the Local offices on the
decision. T

1

Territorial Controlling Unit: 2
persons

It coordinates the on the spot
control in the Local Offices. |

1

Coordination Unit of Local
Offices: 0 person

It supervises the work in the Local
Offices and manages the activity
of client’s service. |

1

IT Development Unit: 1 person
It takes part in the development
and implementation of EMIR
system (Single Monitoring and
Information System) {

Directorate of Finance: |
All organizational units participate
in the implementation of
payments.

1

Payment Unit: 3 persons
1

Financial Accounting Unit: 3
persons

Claim collection Unit: O person
1

Collateral manging Unit: 0
person 1

1

Development teamfurther
development of OPARD (6
persons) 1

Total: 38 persons |
f
Local offices having regi( " 12]




Prosident I

1 —

Unitfor Sacond Instance
Dacisions
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Agrcuturaland Rural
Development SupeortUnit

[ — M — ]]

nes Budget and Faciltles
Management Directorale

The ARDA departemental offices which are compes¢mégional level:

Csongrad megyei kirendeltség(Competent for Southern-Great Plain Region,
counties: Csongrad, Békés és Bacs-Kiskun):

6720 Szeged, Tisza Lajos krt. 2-4.

Tel.: +36-62-551-188

Fax: +36-62-551-189

Borsod-Abauj-Zemplén megyei kirendeltség(Competent for Northern Hungarian
Region, counties: Borsod-Abauj-Zemplén, Nograd ésgds):

3530 Miskolc, Mindszent tér 1.

Tel.: +36-46-509-563, 509-564

Fax: +36-46-509-565

Somogy megyei kirendeltség(Competent for Southern-Transdanubian Region,
counties: Somogy, Tolna és Baranya):

7400 Kaposvar, &-u. 16.

Tel.: +36-82-527-300

Fax: +36-82-527-325
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Szabolcs-Szatmar-Bereg megyei kirendelts¢fCompetent for Northern-Great Plain
Region, counties: Szabolcs-Szatmar-Bereg, JasykiagSzolnok és Hajdu-Bihar):
4400 Nyiregyhaza, &0k tere 9.

Tel.: +36-42-508-210

Fax: +36-42-508-222

Veszprém megyei kirendeltség(Competent for Central-Transdanubian Region,
counties: Veszprém, Komarom-Esztergom és Fejér):

8200 Veszprém, Radndti tér 2., Pf.: 791

Tel.: +36-88-579-860

Fax: +36-88-579-861

Zala megyei kirendeltség (Competent for Western-Transdanubian Region, tiestn
Zala, Vas és Gyr-Moson-Sopron):

901 Zalaegerszeg, Kosztolanyi u. 10., Pf.; 142.

Tel.: +36-92-550-260

Fax: +36-92-550-269

Févéarosi és Pest megyei kirendeltségCompetent for Central-Hungarian Region,
Budapest and Pest county):

1132 Budapest, Vaci ut 18.

Tel.: +36-1-451-2090

Fax: +36-1-451-2099

.5 THE FINAL BENEFICIARIES

According to Article 9 of Council Regulation 126089 final beneficiaries are the
bodies and public or private firms responsibledommissioning operations. In the case
of aid schemes pursuant to Article 87 of the Tremty in the case of aid granted by
bodies designated by the Member States, the fieakficiaries are the bodies which
grant the aid.

1.6 CONSISTENCY WITH THE RURAL DEVELOPMENT
PLAN

RDP and ARDOP

Based on the priorities defined in the National &epment Plan as a common
base, the two programmes represent the main toofsutsue agricultural and rural
development objectives in Hungary. Thgemeral objectivesare:

¢ improving the competitiveness of agricultural progion and food processing;

¢ promoting multipurpose, environmentally sustainabgicultural production,

improve employment and income possibilities;

¢ promoting the realignment of rural areas.

26



These general objectives are broken down intodheing specific objectives:

Objectives

General

Specific

Improving the
competitiveness of

land food processing

lagricultural production

Modernisation of agricultural production

Improving the human conditions of production

Modernisation of food processing

Environment-friendly
development of
agriculture,
rationalisation of land
use

Establishment of a production structure in linehvhiabitat features,
environmentally aware farming and sustainable leaps use

Improvement of environmental condition

Increasing forest cover, strengthening economiciaband welfare role of fores

Improving income
earning possibilities
and safeguarding
employment in rural
areas

Extension and improvement of income opportunitésgngthening rural
employment, establishmeat new alternatives for agriculture in compliancéhy
the requirements of environmental protection

Improved economic viability and production efficognof farms

Improved market position of producers

Promoting the
realignment of rural
areas

Improvement rural economic potential, improvemergrmployment

NRDP
ARDOP

ts

The consistency between the two programmes (ARDOP)Rs based on three main

links:

The measures of both programmes are defined inrdacoe to the EU

regulations and the agriculture and rural develagrpenciples of the Ministry.
During the elaboration of the plans, continous dowtion took place between

the ARDOP Managing Authority and the Unit respotesior RDP (Department

of Rural Development).

Authority, in which an RDP Managing Unit was als sp.

order to harmonize the implementation of ARDOP RiP.
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Consistency is also ensured during the evaluatims@. For some ARDOP measures,
supplementary points are amded to applicants the involvment in the RDP.

Institutional consistency

Competent Authority for the RDP

Financial resources for the measures of the NdtiBoaal Development Plan shall be
provided by the Guarantee Section of the EuropeamicAltural Guidance and
Guarantee Fund. Pursuant to Article 1 of Governnigetree 81/2003 (VI. 7.), the
Competent Authority of the EAGGF Guarantee Sectiothe Minister of Agriculture
and Rural Development. Instruction no. 14/B/2003ha&f Minister (25/09/2003) on the
amendment of the Rules of Operation and Organisaéistablished the EAGGF
Guarantee Section Accreditation Department diraatiger the supervision of the State
Secretary in order to perform the tasks of the Gaent Authority.

Contact details:

Ministry of Agriculture and Rural Development
Department for Accreditation

Responsible: Attila TOTH

H-1860 Budapest P.O. Box 1.

Telephone: +36-1-301-4179

Fax: +36-1-312-9874

e-mail: totha@posta.fvm.hu

Programme Management Unit

The programme-level management tasks of the NRRI Isk performed by a separate
unit in MARD that shall be independent from the @atent Authority. This unit is
established in the Managing Authority Departmesponsible also for ARDOP as the
Managing Authority thereof. By this solution the-aalinated programme-management
of the two programmes is to be better solved ahthal experiences gained from the
implementation of SAPARD programme is to be utdise

Contact details:

Ministry of Agriculture and Rural Development
Department of Managing Authority
Responsible: Miklés MAACZ
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H-1860 Budapest P.O. Box 1.
Telephone: +36-1-301-4584
Fax: +36-1-301-5949
e-mail:maaczm@posta.fvm.hu

As for the ARDOPa Management Committee and a Monitoring Commitiee (oot
- [{ H
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.7 THE SAPARD PROGRAMME

The SAPARD Mid-Term evaluation

The ARDOP Managing Authority will take into accouhe conclusions contained in
the SAPARD mid-term evaluation submitted to the @dssion by the end of 2003.
The implementing procedures for the support measamd the programme itself, which
are described in this document, pay proper atteritiothe recommendations of this
evaluation report (with regard, for instance, te selection criteria and the scoring
systems, the economic viability, the implementingcedures.

Apart from the institutional side, SAPARD as a pasession programme well fulfilled

its function as a learning programme on the apptgaside too. The knowledge of
European procedures and requirements, rural psjdée practice of writing and

evaluating applications has been widely spreachdutie last years of SAPARD. These
experiences are extremely worthy and necessanave i the future for Hungarian

officials and entrepreneurs. SAPARD was a usefsiriment to improve the level of

private consulting services, too, which will result well-based consulting services
available for applicants during the implementatidriuture development programmes.
The Programme brought definitely positive effectnational level decision-makers and
executives by providing them with the practice dartpership co-operations and
harmonised activities.

All these experiences will be used in the impleragan.
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II. COMMUNICATION PLAN

1.1 BACKGROUND

The present Communication Plan includes the comeation strategy and action plan
for the information measures concerning assistdrara the Structural Funds carried
out (according to Commission Regulation 1159/2080bhe Managing Authority of the
Agriculture and Rural Development Operational Pangme (ARDOP MA) between
2004-2006.

Pursuant to Commission Regulation 1260/1999 theddiay Authority is responsible

for carrying out information and publicity actid8 according to the regulations
concerning the Structural Funds (in the case of pihesent plan the European
Agricultural Guidance and Guarantee Fund — EAGGHFtae Financial Instrument for

Fisheries Guidance — FIFG), informing potential dfesiaries about the available

information and services and the general publicnéas and people living in rural areas
about the role played by the European Communitiiénassistance concerned.

1.2 OBJECTIVES

I1.2.1 GENERAL OBJECTIVES

General objectives of the communication activitytttd ARDOP Managing Authority
are as follows:

< Informing the general public, farmers and people§ in rural areas about the
short-, medium- and long-term development policyHoihgary and the role of
the assistance from the European Union playedisn th

« Through the Structural Funds to increase publicramess and transparency
regarding and the support towards the European rJaind its assistance
activities.

* Presentation of ARDOP objectives, measures andtseschieved during their
implementation.
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11.2.2 SPECIFIC OBJECTIVES

Specific objectives of the communication activify ARDOP Managing Authority are
the following:

To ensure continuous publicity and transparendaphefassistance from ARDOP
and in its framework from EAGGF and FIFG.

To raise awareness of equal opportunities and @mviental protection.

To give exhaustive and targeted information to piiéd beneficiaries, target
groups and intermediating bodies about the sowndsapplication procedures,
co-financed by the EU and Hungary, open for them.

To inform the general public, farmers and peopl&g in rural areas about the
role of the European Union played in cooperatiothwiungary in the assistance
concerned and achievement of its results.

To inform those patrticipating in the implementatiohthe projects about the
goal, role and means of the information activitgtiare expected to carry out.

1.3 TARGET GROUPS

11.3.1 GENERAL TARGET GROUP

The general target group - which is the whole paipoh, general public - needs to be
informed about the role of the European Union amdidinformation related to the

assistance made available to Hungary from the ftralc Funds, especially from

EAGGF Guidance Section and FIFG, as well as thertapce of assistance.

I1.3.2 SPECIFIC TARGET GROUP

This category contains persons, organisations mstitutions involved in the activities
carried out within the framework of ARDOP, espdgial

potential applicants, farmers, and people livingural areas,
professional interest representation and non-gaovental organisations,
regional and local authorities (local governments),

vocational training and employment institutions aodsultation firms,
environmental protection and forestry offices,

organisations promoting equal opportunities,

parties affected by the realised projects,

banks, consultancy companies and consultants.

In the course of communication, ARDOP MA puts a dbtemphasis on taking into
account and raising awareness of equal opportanéiel aspects of environmental
protection, changing a method of approach to eaqumdortunities and decreasing
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preconceptions and stereotypes. In addition ARDO®guts emphasis how the above
mentioned target groups can benefit from ARDOP elt w

1.4 KEY MESSAGES

Key messages of the communication strategy of ARDM2Pare the following:

Presentation of the main objectives of Structurahds (European Agricultural
Guidance and Guarantee Fund - EAGGF and the Figlamastrument for
Fisheries Guidance — FIFG) reduction of regionapdrities, promotion of
economic and social cohesion;

Stressing the role of ARDOP, presentation of iteorres, objectives and
measures, dissemination of information relatedpjglieations among the widest
possible group of potential applicants;

In the European Union great emphasis is given eovthifare of those living in
rural areas, to the improvement of the culturaltestaf rural areas, the
preservation of the image of villages and compstitess of agricultural sector;
The European Union and the Hungarian budgets intendintly promote that
development of rural areas should not only meanpaupto agricultural
production, but also rural development;

We intend to use rural development measures toowepequal opportunities for
the rural population (for example, improving oppmities of farmers living on
small and medium-sized farms, in disadvantagedsaieastudying and culture,
increasing rural employment, and improving the géad of services);

The ARDOP MA puts emphasis and supports the broadhiement of the
target groups in the case of equal opportunity th® implementation of the
Program.

Together with measures of other operational prograsy ARDOP aims at
reducing the regional disparities, making the remalironment more attractive,
and strengthening its economic basis;

The measures contribute to the protection and iwgiment of rural environment
and sustainable rural development;

Introduction and description of changes of the@dtire support system;

With regard to fisheries, the restructuring of tregious parts of the fisheries
sector, and particularly of aquaculture is the gigal aim. This restructuring is
targeted at a variety of objectives, such as -inddin- increasing the
competitiveness, improving the quality of produbys particularly considering
the environmental aspects..
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1.5 CONTENTSOF COMMUNICATION

I1.5.1 BASIC PRINCIPLES OF COMMUNICATION

11.5.1.1 Uniform communication, cooperation with CSF Managirg Authority

In order that the CSF Managing Authority could alinate the information activity of
the individual Operational Programmes and CSF amumpte the uniform and
consistent appearance of the information and pityplicaterial it created the following
tools:

e Operating a workgroup named Information and Pulylitask Force, to which
every Operational Programme Managing Authority gates one person with
full sphere of authority. Communication desk offigMrs. Szilvia Fodorné
Molnar) has been delegated to the Information anti€ity Task Force for the
ARDOP MA.

» Developing an Intranet site where documents, datalysis etc. can be placed.
Individual OP MA's and their intermediary bodiesnchave access to the
Intranet with their own password.

In order to ensure a uniform and consistent appearaf information activities and
information and publicity materials with the CSFdaother OPs, ARDOP Managing
Authority takes the following steps:

e |t takes an active part in the work of the Inforfmatand Publicity Task Force
established by the CSF Managing Authority (to whietery Operational
Programme Managing Authority delegates one persith Wll sphere of
authority). ARDOP MA has delegated the MA commutiaaofficer.

¢ It contributes to the development of the Intranket sreated by the CSF MA and
to the uploading of materials.

11.5.1.2 Coordination

ARDOP MA has created a communication working grothe members of the working
group are delegates of the Communication Unit, Begdartment of Social Relations of
the Ministry of Agriculture and Rural Developmenatd a delegate from ARDA. The
task force is responsible for contribution to tlwnpilation and implementation of the
communication action plan, coordination of tasked aevaluation of completed
activities.

[1.5.1.3 Other principles

ARDOP MA conducts its communication activities,teat potential beneficiaries could
have equal access to means and information comatimgcARDOP, and it also
ensures transparency in the following ways:
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* publication of the content of the support packageiristance in the following
national daily papers: Népszabadsag, Magyar NerSzetyad Fold, agricultural
and rural development periodicals: Magyar Kggzdasag and Agrarium and on
the following web sitesvww.fvm.hu, www.mvh.gov.hu including an indication
of the involvement of the Structural Fund concernedlculation of these
documents and their availability to interested eygyits,

« compilation of reports on the support process duthe whole programming
period,

¢ making beneficiaries and the public aware of the af the European Union
throughout the whole implementation of the prograanm

* publication of accessibility of national, regioraaid local contact persons and
offices, customer services.

I1.5.2 LEVELS OF COMMUNICATION

The communication activity accompanies the wholeocess of programme
implementation, and can be divided into two lewaisthe basis of its actual contents,
target group and applied methods:

¢ Programme and
* Measure level communication.

At programme level, ARDOP Managing Authority comrinates with the whole public
and entire population. The programme level invohgeneral information about
ARDORP, its priorities and measures. With regarghiogramme level communication,
the most important tasks include the organisatiomeetings with the media and other
technical experts, compilation of brochures, ané ©$ Internet opportunities. In
addition, the Intermediate Bodies and county offican also perform local (regional,
county) communication activities in agreement witlA, taking into account the local
characteristic features. This communication alreacgeed the general, so-called
programme level, it is more detailed, with the afmattracting the attention of local
potential applicants, and providing accurate dedaihformation about measures, sub-
measures of ARDOP for all those who are interested.

Joint Decree No 14/2004 (VI1.13) 68 contains inaiethe tasks of information and
publicity of Structural Funds to the MA and to finéermediate Body?

The communication action plan coordinates the digs/of the two levels. Contact can
be maintained through a responsible member ofrttegrhediate Body, who cooperates
with the communication officer of ARDOP MAAt ARDA a Unit reporting directly to
the President of ARDA is responsible for activiti@s relation with press an
communication (Unit for Press and Communicatioe)hkad of the unit is:

Mr. Lajos Soproni Horvath _ - Torélt: 1

Agricultural and Rural Development Agency (ARDA)
Budapest, Soroksari Ut 24.

2 Joint Decree No 14/2004 (VII1.13) by the Ministfithout Portfolio, the Ministry of Economy and
Transport, the Ministry of Employment and Welfatee Ministry of Agriculture and Rural Development
and the Ministry of Finance on the general rulepimafcedure applicable to the utilisation of Struatu
Funds and the Cohesion Fund.
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Telephone: + 36 12198-963

The share of tasks between the Managing Authonty the Intermediary Body — the
communication activities, as well — is regulatedtly Memorandum of Understanding
signed at 15 June 2004.

Ministerial Decree of VI.21. N0.110/2004. (on thelebated tasks of ARDA as

intermediary body involving to the implementatiohARDOP) 18 article 2e) assesses
the participation of IB within the communicatiorska: “ in close cooperation with the

ARDOP MA - in ordered to reach widescale publieitgnsure regular information to

the public, operation of customer service systemh wabpage related to applications
information”.

According to the above mentioned Memorandum of Wstdading signed at 15 June
2004 and the Ministerial Decree of VI.21. No.11@20he tasks and responsibilities of
ARDA are the followings:

- manage the operation of customer call-service Byste

- preparing and editing information booklets, brogsr

- creating, maintaining and updating official webpdgevw.mvh.gov.hu) related
to applications information - general informaticapplications, publications,
data of implementation - ;

- participating in agricultural fairs and exhibitigrvgorkshops,

- maintaining personal customer service system at ARflices.

Personal customer service
Opening hours:
- Central Office (Budapest, V&ci t 18.) : Mondaye$day, Thursday: 8.30-
12.00 and 12:30-16:00; Wednesday and Friday: 823001 Phone number:
+36 1 3743-603, +36 1 3743-604.
- County offices: Monday, Thursday, Friday: 8.30-12.3uesday: 12.00-
16.00; Wednesday: closed.

Call-service system
Phone number: +36 1 3743-603, +36 1 3743-604.

11.6 COMMUNICATION ACTION PLAN

In the previous section, ARDOP communication atitigi have been divided into two
levels. The implementation of the CommunicationnPtonsists of the following
phases. The communication actions of individuaélewneed to be developed for these
phases. The programme and measure level commumicsdéps are closely related, and
supplement each other; therefore, the individudloas are contained in one time
schedule.
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11.6.1 COMMUNICATION PHASES

SAPARD-ARDORP transition period

Objective Attracting the whole population and specific targedbups to application
opportunities. Fully comprehensive information reéa be provided about key issues
relating to the programme. Development, eligible $mpport, amount of potential
support, eligibility in application, conditions thapplicants must fulfil, the time after
which applications can be submitted, and furtheiormation made available to
applicants.

Full communication phase

This is the most intensive communication phaseoider to receive high quality
applications, applicants need to be thoroughly @megh how to develop applications,
and they need to be provided regular consultatiah @ersonal advice. With regard to
the preparation of applicants, target-oriented eifiective information is important, the
application management steps and conditions musbimnunicated to the public as an
outstanding subject. Special attention needs talikto the criteria of granting support,
too. During the implementation phase of the progremregular information needs to
be supplied about the programme about the actaflssiof the programme and its
individual measures.

News should be circulated - with media, printed arats, internet, intranet, forums,
personal and telephone customer service - at ratiand local level about the
implementation of the programme, concluded comdracThis also supports
transparency, and attracts attention of potenpiplieants.

From 2006 the technical assistance (and compleiegnunication activities) will be

evaluated.
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Communication phases in summary:

Communication phase Objective Implementation date
SAPARD-ARDOP Information of the general public From January 2004
transition period about Structural Funds, application

opportunities within the framework | Important date: issue of
of ARDOP. call for applications (3]
Because calls for application March 2004)

prepared and published before and
after Accession, it is vital that full
information be provided to all
potential applicants.

Full communication phasel Regular information to Iljyb From 30 September 2004
reaching target groups, preparation of to June 2006
applicants, transparency. From 2006
. félév inter-mediation of the results

of the programme, presentation of the
results of evaluation.

11.6.2 COMMUNICATION TOOLS

In order to achieve the objectives of the actioanplthe efficiency of individual
communication tools with which they can convey rages to individual target groups
must be taken into account. In the various phakesglementation, we plan to use the
following tools in order to attract attention andowide information. ARDOP MA
supplies the listed and printed publications andchures in technical exhibitions,
agricultural fairs, workshops and training courses.

SAPARD-ARDOP transition period

In this period (from 1 January 2004 to 30 Septenf®d}4) a general communication
activity is undertaken for the general public, fansy rural people, members of the
Monitoring Committee.

Key message:

The SAPARD Programme closed, applications for sufgpcan be submitted till 30
April 2004. The eight measure of ARDOP can subrditince 3 May 2004.

Since the source of Technical Assistance will oailable from SAPARD cut off

date, the realization of communicational activitieas financed from national sources
and the Technical Assistance fund of the Commu&tpport Framework (CFS)

Managing Authority during this period of communioat The CSF Managing

Authority places the same emphasis on all Operati®trogrammes in the media
(Newspaper, TV, Radio), thus on ARDOP in orderdtaklish appropriate publicity.
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During the transition period the ARDOP Managing Warity provided the following
information about ARDOP using national source ahdt tof the TA of the CFS
Managing Authority.

- The MA prepared the brochure titled: ,Twenty quessi about the SAPARD,
the continuation in the ARDOP”, which shows theecquestions of SAPARD-
ARDOP transition period, compares the measuresimwttie two programmes,
introduces the ARDOP measures and the contactdAoand the ARDA.

- The MA implemented a general, widespread, multircieh information activity
in March and April 2004 in order to inform the mqretential beneficiaries the
eight measure of ARDOP can submitted since 3 M&A20

The recation for the fact of programme closing Wwage amount of applications at the
last application period.

- Preliminary publication of ARDOP call for applicaitis on ****March 2004 and
the consequent call of attention

The Managing Authority prepared background matdoiathe press conference held on
the 2nd April 2004 the agenda of which was the igpabbn of the ARDOP call for
applications.

The Minister mentioned the representatives of thedien about the deadline of
submitting the last call for applications for SAPBRnd draw the attention of the new
application possibilities for ARDOP. Representaivé 5 TV channels, 1 radio and 10
newspapers took part in the meeting. After thepoesmference articles were published
in newspapers such as Népszabadsag, Napi Gazdddydgsgzava, Magyar Hirlap and
Magyar Meégazdasag.

- The Managing Authority published all the calls pfp#cations in printed forms
in the official journal of MARD on 26 November 2004

All the calls of applications contains the detaitequirements of applications itself, the
conditions of submission and the minimum requiretsielihe webpage of National
Development Office contains Guideline of equal apyaties for applicants and the
Guideline for environmental sustainability due hie egricultural and rural development
projects.

Main chapters of calls of applicationsntains in detail the following:
* General objectives of support
* Eligible investments
» Support that can be won by the application
» Entities entitled to apply for support
» Criteria of application for and using support
* Requirements for the content and form of applicetio
» Way of application submission
» Appraisal of applications
» Utilisation of support and giving account thereof
» Eligible costs

® FVM Ertesit, LV. Evfolyam 25. szam, 2004. november 26.
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» Settlement of support

» Control and consequences of utilisation of the supfor purposes other than
those set forth in the support contract

* Public procurement

* Legal remedy

» Other arrangements

* Regulations governing applications and measures

Internet

In order to ensure publicity the following web pageontain - and continuously
available- the call for applications for ARDORww.fvm.huy www.sapard.fvm.hu
www.mvh.gov.hy www.nfh.hu These web pages contain general information ef th
programme and the measures.

TV

From 17 May 2004 in the Hungarian TV (MTV 1) broadtzd an advertisement for a
public from ARDOP and its measures together 21 gimehe main hours.

Training

The task of the Structural Funds and Cohesion Huatelnational Training Centre
(SFITC}Y is to help with training programmes the better n$eassistance from the
Structural Funds and Cohesion Fund. The aim of SR$Tto improve the transparency
and quality of the market for training with regaodEU assistance, and to make full use
of Hungary’s accession to the European Union imegtion with the further education
of those professionals, who are willing to conttéefficiently to the use of assistance
received from the EU and the advantages providetidynembership.

Within the framework of training of the SFITC, tleaching material about ARDOP
has been read and checked linguistically by the @RIManaging Authority, followed
by presentations.

It is extremely important that the most recent kiealge and skill get through quickly
and in a clear manner to those concerned, there&S&t@C will be running free e-
learning courses (in the field of agriculture andal development too) for all of those
who would like to receive up- to-date, well struetl and essential information about
the financial bases of the EU.

Summary table of the popularization of ARDOP bySHptember 2004

Events Time/number of copies
Press conferences/interviews 4 times
Publication of articles 40 times
Agricultural fair and exhibition 1time
Technical meetings 10 times

'on 16 April during its meeting, the Government, ®gvernmental Decree 1038/2004. 1V.24. accepted
the submission by the National Development OffilldQ) of the Prime Minister's Office and the
Ministry of Education, establishing the Structurainds and Cohesion Fund International Training @ent
(SFITC) within the Tempus Public Trust.
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Publication by the National Development Off|20.000 copies
containing a short summary of co-finan¢ced
applications including ARDOP

Publication by the National Development Office al@®.000 copies
the EU Structural Funds including the topic | of
agriculture and rural development.

Leaflet by the National Development Office in ordier100.000 copies
popularize the National Development Plan and its
operational programmes, including ARDOP.

The following tools are used to achieve this olyect

Media, printed materials

« Press conferences and press background interviewsder to raise awareness
and put and emphasis on the near start of ARDOP.

¢ Publication of press advertisements and other lesticn order to promote
support available within the framework of ARDOP afready arranged/hired
national and regional, daily papers and techniealspapers, making sure that
information about ARDOP reaches the groups whorarst concerned.

e TV advertising spots, advertising in agriculturabgrammes or in the form of a
public advertisement, in order to inform the targatlience on the measures in
relation to which applications can be submitted] encourage them to prepare
applications.

Internet, Intranet

. Internet, Intranet. Developing an ARDOP webpagéehiwithe Ministry's own
homepage. The use of Internet and electronic conuation devices are increasingly
important, because it supports fast and effectiamsition of information, and makes
dialogue with the population easier. All publicatsy press articles, press releases,
publications, the Rules of Procedures of Monitor®gmmittee, and the main legal
backround of ARDOP displayed on the homepage oMmastry of Agriculture and
Rural Development are available for downloadingltdhose interested.

Intranet will regularly inform the employees of thenistry of Agriculture and Rural
Development on ARDOP process. In order to ensuee tthnsparency of the
ARDOP the MA publishes all information on the websof the Ministry directly
after the official approval.

Others

« Personal and telephone customer service (openingshtelephones etc. are
detailed in the chapter 11.5.2. Levels of commutiarg) in order to react answer
guestions related to ARDOP directly and immediatdlyining the call centre
operated by the National Development Office (NDOwblgshing the
accessibility of departments of the Ministry of Agidture and Rural
Development, and certain experts of the managiriboaity. In addition, the
county offices of ARDA must operate a customer iseroffice where interested
individuals can receive information in person.
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Full communication phase
Key message:

In the full communication phase (from 30 SeptemB804), fully comprehensive

communication activities are conducted in relatiopn ARDOP, as defined in the

communication action plan, focusing on the sped#iget group after the accession,
and from the start of submission of ARDOP applmradi

Media, printed materials

< Organising press conferences.

* Publication of press advertisements and other lestiin order to promote
support available within the framework of ARDOP afready arranged/hired
national and regional, daily papers and techniealspapers.

* Articles, studies and publications and their ciation in order to promote
support available within the framework of ARDOP aiready hired/rented
pages of national and regional daily and monthcgd newspapers.

« An ARDOP newsletter, containing up-to-date news grfidrmation related to
ARDOP support. The contents of the newsletter bl prepared by ARDOP
MA, and according to our plans, it will be publishas a supplement in national
newspapers (agricultural and rural developmentogécals, regional, micro-
regional and municipality media) newspaper. In todj the newsletter would
also be available on the homepage of the MinisfnAgriculture and Rural
Development, as well as in the county offices ofD¥R Dissemination of an
ARDOP newsletter on paper and in an electronic &irin order to supply
regular information.

< Publication of the list of winning applicants.

¢ TV and radio advertising spots, advertising in agtural programmes or in the
form of a public advertisement, in order to infothre target audience on the
measures in relation to which applications candimrstted, and encourage them
to prepare applications.

* Regular TV series, other programmes and interviewsgricultural and rural
development subjects, and their broadcasting irrota inform applicants and
farmers.

« Display of promotion posters in the Ministry of Agulture Offices, ARDA
county offices, and waiting rooms, in order to attrthe attention of public,
displaying the already identified image and logdA&DOP.

* AVOP utmutat6 térolve

« Developing an applicant’s package containing thestnimportant publications
and forms. (If possible, they should be formed atiog to trade or social
groups.) These packages must be placed with intBamebodies and other
partner organisations and they must be availabiidraoously.

* Publication on general information about Structidrahds, especially focusing
on EAGGF, FIFG, ARDOP, describing the methods giliaption, evaluation
process applied to applications, its principlegpst of implementation and
control of projects, in order to ensure transpayetic addition to providing
information to the general public, our objectivetdasreach potential applicants
and technical organisations.
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Brochures describing the individual ARDOP measuresletail, defining the
objectives, beneficiaries, method of use of suppaigibility criteria, financial
limitations, and amount of available support, préimp accurate and fully
comprehensive information of applicants.

Internet, Intranet

Calls for applications displayed on the homepagthefMinistry of Agriculture
and Rural Development, ARDA and NDO are availalbledownloading to all
those interested. Homepage of MOARD is containslipatipns and press
articles, the Rules of Procedures of Monitoring @uttee, and legal backround
of ARDOP.

Forums

Organisation of conferences, technical meetingskstmps, training courses for
the preparation of potential applicants and berefis in cooperation with the
intermediary body.

Representation of ARDOP MA at the EU applicatiorrufo. This forum
describes all EU support programmes (including afemal programmes, too).
CSF MA organises the forum, to which operationaigpammes connect with
their special communication. The financing and orgation of the forum is the
responsibility of CSF MA.

Participation in trade exhibitions, major agricu#tufairs and exhibitions. The
objective of such participation is that MA and ARRANn present ARDOP to all
those interested, as well as the available supppportunities distributing
posters, publications and other fliers. It is intpat for interested parties that
they can receive an answer to their individual tjaes and problems in person.

Closing conference: this event is an outstandingodpnity for comparing the
set and achieved objectives, summarising experiemce project future
opportunities.

Others

ARDOP promotion gifts using the designed image &yb, given to those
interested in support, and interested partiesinigsinformation sites and events.
Personal and telephone customer service in ordemswer ARDOP-related
questions directly and immediately. CSF MA operatesll centre, and the MA
has already specified the contact persons and dlecegssibility with regard to
individual measures.

Direct marketing as a tool can be used most in phiase, when registered
applicants can directly be notified on the actumdues of the programme,
organised workshops and other relevant events 8l po

In the case of infrastructural investments, thaltobst of which is higher than
HUF 500 million (or HUF 100 million in the case sdipport from the Financial
Instrument for Fisheries Guidance), temporary aikieg boards should be
established onsite (in accordance with Article 8f11159/2000/EC Regulation)
and, once they have been removed, placement ofgmemh memorial boards on
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sites open to the general public (according to i®edb.2. of 1159/2000/EC
Regulation). Irrespective of the investment amoifns competent Hungarian
authority provides information about the proje¢ie tCommunity contribution
must be indicated and the supporter’s represeptaiivst be invited to all events
relating to the milestones of the implementatiothef investment projects.

11.6.3 PROGRAMME CLOSING

Programme evaluation is of outstanding importaneeabse during the preparation of
the next programme for 2007-2013, and in the progna itself the experience is
gained now is needed to be reflected. There willabaeed to prepare evaluation
documents and summarise experiences in advandagdhis programme period too,
because the planning of the next period will stauth sooner.

Target group
Used instruments General target | Specific target
group group
Press conference, background interviews, paid x X
advertisements
Publication of articles, studies, interviews, X X
supplements
ARDOP newsletter X X
guideline (1 sor ) térolve
General publication about ARDOP X X
Brochure describing the measures X
ARDOP promotion gifts X
Internet X
Intranet X
Posters X
Television and radio advertising spots, TV series, X X
magazine programme
Conferences, technical meetings, workshops X X
EU application forum X
Trade exhibitions X
Customer service X
Mandatory placement of advertising and memgrial X
boards
Closing conference X X

I1.7 FUNDING, INDICATIVE BUDGET

Pursuant to the European Commission Regulation/2688/EC Article 11.3, the funds
for preparing information materials, getting thefonmation across and any
communication measures related to the Structurabd§unay be available under the
Technical Assistance.
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The funds appropriated for the measures of the ARD@»mmunication Plan for
purposes of information provision and communicateme to be found under the
Technical Assistancepriority of the Agricultural and Regional Developme
Operational Programme (ARDOP).

On the basis of ARDOP PKD, EUR 10.6 million is dahie under Technical
Assistance for the period from 2004 to 2006, ofalkhin total EUR 4,240,000 can be
spent on communication activities in the three gedndicative financial plan for
communication activities:

Year Euro *

2004 EUR 1 060 000
2005 EUR 2 120 000
2006 EUR 1 060 000
2004-2006 EUR 4 240 000

* rounded amounts

1.8 IMPLEMENTATION OF COMMUNICATION PLAN

The implementation of the measures of ARDOP Comuoatinn Plan is the

responsibility of the Authority Department of theiriétry of Agriculture and Rural

Development, acting as ARDOP MA. ARDOP appoints onenore persons who are
responsible for publicity and communication.

Contact persons:
Ms. Edit Kénya and Szilvia Fodorné Molnér

Ministry of Agriculture and Rural Development, Aguiture and Rural Development
Operational Programme Managing Authority, DepartnoémManaging Authority

1055 Budapest, Kossuth L. tér 11.
Telephone: + 36 1 301-46-57
Fax: + 36 1 301-59-49

The intermediate body and its county offices pgodite in the implementation of the
Communication Plan.

1.9 EVALUATION OF COMMUNICATION PLAN

The efficiency of measures of ARDOP CommunicatiolanPmust be regularly

evaluated using the indicators specified in thenpl@he results and feedback of
evaluation must be used during later communicaittivities. It will be easier to select
the right communication channels with the helptafies and surveys.
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Based on the results gained from the monitorinicatdrs, broad evaluating study must
be prepared in 2006 from communication of the memssaf ARDOP Communication

Plan.

11.9.1 EVALUATION FOR THE EU COMMISSION

Annual reports prepared for the EU Commission doirtg the measures
completed in the current year and their efficienimgyming part of the annual
report approved by the Monitoring Committee.

Participation in the closing evaluation.

11.9.2 INDICATORS USED FOR EVALUATION

Evaluation shall be based on 1159/2000 EC Regulatising indicators reflecting the
efficiency of communication.

Media coverage, number of (national, regional) prognes and advertisements
in regional and national papers, television andoraelated to ARDOP.

Number of published and distributed publicationgchures, fliers, number of
places and occasions involved in distribution.

Number of participants in various events and prediems, number of
participations in trade fairs and exhibitions.

Number of seminars, training courses and worksboganised by ARDOP MA.
Number of calls made to customers services and aumbpeople personally
visiting customer services.

Number of homepage visitors, number of completatiissued newsletters.
Number of filled in (usable) questionnaires, ratibdistributed and filled in
questionnaires.
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I1l. DETAILED DESCRIPTION OF MEASURES

11.1 ASSISTANCE TO INVESTMENTSIN AGRICULTURE

1. Measure:1.1. Assistance to investments in agriculture

2. Intervention area code:111 Assistance to investments in agriculture
3. Description of the measure:

Justification of the measure

Part of the assets of the former large-scale faramnot be used efficiently in the
new farm structure and is in a run-down conditidhis hinders the production of
competitive, quality basic materials. In conseqeeatthe shortage of capital, without
support farms are unable to establish the techitechinological background of
production, which is today considerably differemtcomplexity and capacity from that
before. The demand for modernisation of the postds phase is significant in every
sector but is of special importance in the labodensive sectors (fruit and vegetable
production).

A determinant ratio of farm buildings is also oledel and run-down. The
environmental, hygienic and livestock keeping ctinds — especially in private farms
— are lagging far behind the requirements.

The age and variety structure of plants in grapkyaand orchards is very
unfavourable, the planting system is mostly outiafe, and the farm structure is
fragmented.

In farms, transformed according to their ownersigpographical situation and
production structure at the same time, developroktite run-down, obsolete irrigation
systems and the increase of amelioration activitresndispensable.

The run-down condition of the assets and the capa€tibuildings and machinery
hardly harmonising with the new structure and faige necessitate investments with
state financial assistance in order to diminish agase the above mentioned
contradictions in farming.

a7



Objectives of the measure (in the case of invessmenlised with support at least one
of the following targets are to be achieved):

Global targets:
to improve the income position of farms,
to conserve existing jobs, create new ones,
to protect and improve the environment,
to improve the level of hygiene and animal welfare.
Specific targets:
to cut production costs,
to improve production efficiency,
to modernise the production structure of agriceltur
to improve the level of technology for the sakeoimal welfare (improvement of
livestock keeping) and the protection of the envinent,
to improve the quality of products and to incretieeadded value.
Operational targets:
investments to reduce production costs and impeffigiency,
investments to change/diversify the structure ofipction,
investments to protect the environment and to im@rihe hygienic and animal
welfare conditions,
investments to introduce new technologies and ingouality.

Description of the measure:

On the one hand the measure will focus on investisrietproving the efficiency of
basic agricultural activities, the modernisationnsfchines, technological equipment
used for cultivation (including the post-harvesiaph) and livestock keeping (cattle,
pigs, poultry, sheep, goats, rabbits and bees)eldpments for increasing agro-
technical and technological standards and, on ther dhand, on the introduction of new
technologies to improve product quality and thelengentation of information systems
to promote production and marketing.

Furthermore, the measure will contribute to the rionpment of environmental,
hygienic and animal welfare conditions in livestd@eping.

In the case of apple, pear and peach, while resigethe prescriptions of the
relevant CMOs, through the replacement plantatiansl the plantations to be
established that probably serve already existingkeis, the measure facilitates the
modernisation of the species and variety structamnel of the planting systems.
(Development of other fruit plantations, dependorg the absorbing capacity of the
market, is planned to be financed from nationakees; development of grape yards is
considered realisable within the wine CMO, with tredp of the support financed from
the EAGGF Guarantee section.)

The measure facilitates the renovation of outdatedjer-wasting irrigation
systems, the introduction of new, water-sparingation methods that protect the soil
structure and the prevention of soil degradatioautbh amelioration activities.

Due to the improved, sometimes special qualityrofipcts and the positive effect

of the increasing demand on supply, these develofsnimcrease the population
retention capacity of rural areas.
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Investment subsidies are only available for holditigat comply with the minimum
standards concerning the environment, hygiene aitah welfare or will fulfil the
criteria as a result of the investment. Developma&nanimal keeping can only be
assisted if the investment complies with the natioanvironmental prescriptions
harmonising with the EU legislation, especiallyiwiouncil Directive 91/676/ EEC on
nitrate pollution, which has been transposed bydgauwent Decree 49/2001 (IV.3.) on
the protection of waters against nitrate pollutioh agricultural origin. Particular
attention should be paid to the density of livektat areas already suffering from
nitrate problems.

Subsidies for the erection of manure storage fegdlican only be applied for if the
planned facility meets the requirements of the mimh period of storage and the
farmer conducts Good Environmental Conditions.

As required by Regulation 1257/1999, for grantingport under measures
investment in agricultural holdings, young farmensd improving processing and
marketing of agricultural products, the holdingsalshcomply with minimum
requirements in the field of environment, hygiend animal welfare. In Annex VIII.7.
Table 1 is introduced which indicates the standéwdse respected and the dates from
which the minimum standards are applicable (mamgédtr the farmer) according to
the Hungarian legislation.

According to Regulation 817/2004 Art. 1 the permfdgrace which the Member
States may grant in which to comply with newly amuced standards may not exceed
thirty-six months from date on which the standarecdmes mandatory for the
farmer.Table 2 in Annex VIII.7. shows the standafimswhich period of grace can be
granted to farmers and the end of such periodsaufeg

In some cases - according to the regulation - tipparted investments had to be
finished up to 1.6.2005. At the same time, as theamble of Regulation (EC) No.
567/2004 states: “as a result of accession, farrimethe Czech Republic, Estonia,
Cyprus, Latvia, Lithuania, Hungary, Malta, Polai@lovenia and Slovakia must deal
with a large number of new standards based on Canitynlegislation which they have
to respect from the date of accession or at tlee tidte. It is essential to provide support
to cover at least a part of the cost of investmessired to meet those standards.”

In the case of young farmers, according to Requia8i17/2004, Art 3 and 4(2) a
period not exceeding five years may be allowedradtarting up in order to meet
minimum requirements.

Harmonising with National Rural Development Plan (NRDP)? |

In order to avoid any overlapping of finance forestments eligible under ARDOP
Programming Complement IlI/1.,Assistance to investits in agriculture”, sub-
measure 4.1 ,Development of livestock keeping faed” and investments under
“Meeting Standards”’measure in NRDP the followingding line is to be applied:

* The date from which the period of grace grantetthéofarmers applies is under negotiation.
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1) In case of sub-measure | of the NRDP: On-site moval, treatment and leak-
proof storage of manure

1a)in Nitrate Vulnerable Zones (Liste of these zoake in the NRDP):

- All investments aiming at the construction mdéw livestock stabling placeswith
technological equipment, machinery and utilitie$f aé financed from ARDOP.

- Additional or reconstruction investments of operating livestock stabling plasilk
be divided between NRDP and ARDOP according écsike limits whiche are:

- 160 LAU bovine and/or

- 200 LAU pigs and/or

- 134 LAU laying hen and/or
- 140 LAU broiler and/or

- 100 LAU sheep and/or

- 160 LAU horse.

Up to and including those limitinancing under the NRDP
Above those limitsfinancing under the ARDQP

1b) In non Nitrate Vulnerable Zones: all investnsantll be financed under ARDOP

2) In case of sub-measures I/ a-g) of the NRDP: Amal welfare and animal
hygiene

-All investments aiming at the construction éw livestock stabling placeswith
technological equipment, machinery and utilitie$f aé financed from ARDOP.

-Investments required to enable one or more stdrataadditional or reconstruction
of operating livestock stabling placedo be met: eligibility of farms for application is
divided between NRDP and ARDOP according to the izits whiche are:

- 160 LAU bovine and/or

- 200 LAU pigs and/or

- 134 LAU laying hen and/or
- 140 LAU broiler and/or

- 100 LAU sheep and/or

- 160 LAU horse.

-up to and including the limit$inancing under the NRDP
-above the limits definedinancing under the ARDOP.

50



Summarising tables:

NRDP Sub-measure | (on-site manur
treatment)

D

ARDOP

NRDP

All investments related to this measure
Non Nitrate Vulnerable Zones

Investments  aimin
| construction of new
livestock  stabling
i places

: additional or
reconstruction
investment 0
i operating  livestock
1 stabling places

Investments in |
Nitrate Vulnerable !
Zones '

up to and includin
Hlimits

- above the limits

NRDP Sub-measure Il (animal welfare)

ARDOP

NRDP

Investments aimingconstruction of new
livestock stabling places  with
technological equipement, machinery

utilities

and

Investments requiredJp to and including
to enable one olimits

)

more standard as:
additional or |
reconstruction  of!
operating livestock
stabling places to be
met :

Above the limits

4. Categories (submeasures and investments) eligiblerfsupport)

4.1. Development of livestock keeping facilities:

Cattle:

Construction of livestock keeping buildings withch@ological equipment

machinery and utilities,

As part of the investment, first acquisition ofdstock by purchasing breeding
animals of high genetic quality for the improvemerfitthe quality of the

stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of buildimgth connected on-
farm infrastructure, social and service facilitissich as dressing and
washrooms, Fodder storage facilities, feed mixansl silos, establishing and
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upgrading manure handling and storage facilitied fatilities enabling the
extensive keeping of the animals.
Restrictions:As a result of investments subsidised under thasome total production
may not exceed the relevant quotas (milk, cattleslaughter) as laid down in the
Accession Treaty of Hungary. In the case of insiglihew stock, in order to avoid
increase, the certification of the Animal Iden@#fion and Registration System is
required.

Dividing line between ARDOP/NRDP
In nitrate vulnerable zones

Investments are financed from ARDOP:
¢ in any case if the investment takes place in amivate vunerable zone

« if the investment takes place in a nitrate vulnkraone, in any case if the
investment aims the construction péw livestock stabling places with
technological equipment, machinery and utilities

« if the investment takes place in a nitrate vulnkraone, and aims to enable
one or more standard additional or reconstruction of operating livestock
stabling places to be met and if flaem sizeis above 160 LAU.

In any other cases the investment is financed by ¢hlNRDP.

Animal welfare
Investments are financed from ARDOP:

« all investments aiming at the construction r@w livestock stabling
placeswith technological equipment, machinery and ueiit

» if the investments required to enable one or mtaedardas additional
or reconstruction of operating livestock stabling placedo be met: and
if the farm sizeis above 160 LAU

In any other cases the investment is financed by ¢hlNRDP.

Pigs:

Construction of buildings, with technological equipnt machinery and utilities,

As part of the investment, first acquisition ofdstock by purchasing breeding
animals of high genetic quality for the improvemertthe quality of the
stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of buildigth connected on-
farm infrastructure, social and service facilititmjder storage facilities, feed
mixers, establishing and upgrading manure hanadlimg)storage facilities and
facilities enabling the extensive keeping of diéfierranimal varieties.

Restrictions:As a result of investments subsidised under thesoreaproduction of
pigmeat at national level may not exceed the volbefere accession. The animal stock
is controlled on the basis of the I&R (Animal Idéication and Registration System),
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which is part of the IACS.
Dividing line between ARDOP/NRDP
In nitrate vulnerable zones

Investments are financed from ARDOP:
< in any case if the investment takes place in anitwate vunerable zone

< if the investment takes place in a nitrate vulnkramne, in any case if the
investment aims the construction péw livestock stabling places with
technological equipment, machinery and utilities

« if the investment takes place in a nitrate vulnkraone, and aims to enable
one or more standard additional or reconstruction of operating livestock
stabling places to be met and if flaem sizeis above 200 LAU.

In any other cases the investment is financed by ¢iNRDP.

Animal welfare
Investments are financed from ARDOP:

« all investments aiming at the construction refw livestock stabling
placeswith technological equipment, machinery and usiit

» if the investments required to enable one or mtaedardas additional
or reconstruction of operating livestock stabling placedo be met: and
if the farm sizeis above 200 LAU

In any other cases the investment is financed by ¢iNRDP.

Sheep

Construction of buildings, with technological eguipnt machinery and utilities,
As part of the investment, first acquisition ofdstock by purchasing breeding
animals of high genetic quality for the improvemerfitthe quality of the

stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of boddi with connected on-
farm infrastructure, social and service facilitis=jder storage facilities, feed
silos and mixers, establishing and upgrading maramrdling and storage
facilities and facilities enabling the extensiveping of the animals.

Restrictions:As a result of investments subsidised under thesareathe ewe stock
cannot exceed the quota laid down in the AccesSimaty. The animal stock is
controlled on the basis of the I&R (Animal Iderddiion and Registration System),
which is part of the IACS.

Dividing line between ARDOP/NRDP
In nitrate vulnerable zones

Investments are financed from ARDOP:
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* in any case if the investment takes place in aniwate vulnerable zone

« if the investment takes place in a nitrate vulnkraone, in any case if the
investment aims the construction péw livestock stabling places with
technological equipment, machinery and utilities

« if the investment takes place in a nitrate vulnkraone, and aims to enable
one or more standard additional or reconstruction of operating livestock
stabling places to be met and if flaem sizeis above 100 LAU.

In any other cases the investment is financed by ¢hlNRDP.

Animal welfare
Investments are financed from ARDOP:

« all investments aiming at the construction riw livestock stabling
placeswith technological equipment, machinery and ueiit

» if the investments required to enable one or mtaedardas additional
or reconstruction of operating livestock stabling placedo be met: and
if the farm sizeis above 100 LAU

In any other cases the investment is financed by ¢iNRDP.

Poultry

Construction of buildings, with technological equipnt machinery and utilities,

As part of the investment, first acquisition ofdstock by purchasing breeding
animals of high genetic quality for the improvemertthe quality of the
stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of buildiwgth connected on-
farm infrastructure, social and service facilititmjder storage facilities, feed
mixers, establishing and upgrading manure handbtmrage and processing
facilities and facilities enabling the extensiveeging of the animals.

Restrictions:As a result of investments subsidised under thasome the output of the
sector at programme level cannot increase.

Dividing line between ARDOP/NRDP
In nitrate vulnerable zones

Investments are financed from ARDOP:
* in any case if the investment takes place in aniwate vulnerable zone

« if the investment takes place in a nitrate vulnkraone, in any case if the
investment aims the construction péw livestock stabling places with
technological equipment, machinery and utilities

« if the investment takes place in a nitrate vulnkraone, and aims to enable
one or more standard additional or reconstruction of operating livestock
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stabling places to be met and if flaem sizeis above 140 LAU.

In any other cases the investment is financed by ¢hlNRDP.

Animal welfare

Investments are financed from ARDOP:

« all investments aiming at the construction riw livestock stabling
placeswith technological equipment, machinery and uiit

» if the investments required to enable one or mtaedardas additional

or reconstruction of operating livestock stabling placedo be met: and
if the farm sizeis above 140 LAU

In any other cases the investment is financed by ¢hlNRDP.

Other animals (goats, rabbits, be€}

Construction of buildings, with technological equipnt machinery and utilities,

In case of goats and rabbits: as part of the invest, first acquisition of livestock
by purchasing breeding animals of high geneticigufdr the improvement of
the quality of the stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of buildigth connected on-
farm infrastructure, social and service facilititmjder storage facilities, feed
mixers and silos establishing and upgrading mamamdling and storage
facilities).

Supported activities in the honey sector shall ae¢rlap with those in the
frameworkof the apiculture programmes under CouRegulation (EC) No.
797/2004. Therefore the Managing Authority ensuse®iding overlaps
between the supported activities under this measase defined in the
Regulation.

Restrictionssince no marketing problems occur, no restrictemgsly to the support.

4.2. Construction investments in plant production ad horticulture:

Granaries, stores, machine sheds, facilities ferstorage of grain fodder, forage,
artificial fertiliser and plant protection chemisakilos, feed mixers, produce
driers;

Plant-houses, cold-storage houses, grape processing storage and bottling
facilities, buildings of graft, fruit tree and vinaurseries, facilities for
floriculture, storage facilities for fruits, vegbtas and potatoes, facilities for
mushroom production, machinery and facilities fandling, grading and
packing of products with technological equipmenthiaery and utilities and
the machinery and buildings connected with on-farfrastructure.
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Restrictions: As a result of investments subsidised under the@some production
increase may not exceed the quotas relevant t¢ ptaducts.

4.3. New machinery, power machines, technical-tecbtogical equipment effecting
all agricultural sector

In the case of agricultural and informational equémt and establishments only
those machines and facilities — harvesting and fawawhines, plant protectional, seed-
and fertiliser drills and other agricultural andommation technical equipments - will be
eligible under the BTO 293 000 00 00 (Domestic RobdClassification) and the
corresponding customs tariffs, the use and purcludsehich is in line with the
accomplishment of the objectives of AVOP.

a) Supported types of investment: Purchase of new,lynaénstalled power
machines, other machinery and technological equipnirecluding the purchase
of irrigation systems not requiring independent storction, furthermore
information technological equipment and softwarat timprove the supply of
assets and the technological standard of farms @muanote production
management and market access. Eligible for supg@rtthe physical assets
necessary for the operation of agricultural machirteis way the purchase of
double-shell fuel tanks as well.

b) Supported sectors: animal husbandry (e.g. manurmepgufans, boilers for
heating stables, etc.), plant production (e.g.ttrac harvesters, food industry
(e.g cool machines used in agriculture, wine punijsile washers, fillers,
presses etc.), forestry (e.g. loading machines,saghines etc.).

c) The situation of raw material supply, the domessiocd export market
possibilities, as well as the changes in processapgcities with special respect
to the so calledensitive sectorand to those having excess capacities should be
taken into consideration at national level. The esdimitation in the sensitive
sectors apply for the purchase of machines. Thed#tspshall be evaluated
centrally by ARDA.

d) The Managing Authority supervises the stringent itaoimg of the production
with regards to demand and market development ilalsupported sectors. As
long as there is a danger of the given product weting the placement
opportunity in the market, the Managing Authoritif\suspend the submission
of applications with regards to the investments imgmat increasing
production.under the submeasure “New machinery,epaonachines, technical-
technological equipment effecting all agricultusattor”

e) The ,Catalogue of agricultural machines” compileg¢ khe Agricultural
Mechanisation Institute (AMI) of MARD, which is alable at the intermediate
bodies and the Local Offices of MARD, serves asuae for the uniform
definition of purchase prices and facilitates thecpase of machines. The
“Catalogue of agricultural machines” includes thesmimportant technological
and financial parameters of power machines soldnachine dealers. The
specification listed in the catalogue does notrigsthe purchase of machines
and equipments from other member states.
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In the case of independent machine purchasesefpresibmeasure) and further
submeasures of the measure “Assistance to invetmenagriculture”, in the
framework of purchasing machines, technological aridrmation technological
equipment only new, newly installed machines andipgent that are available in
commercial trade or from manufacturers are eligibtesupport.

4.4. Development of apple, pear and peach orchards

Plantations

* re-planting for the change and modernisation oé tyoucture,

» plantations to be established that provably seingady existing markets,
including soil preparation,

* purchase of propagation material, stake systemspamgerty protecting
fences.

» Enlarging or new plantations of holdings that ptadyaserve already
existing markets including the work on the landtlie establishment of
new plantation (except the costs of nutrients amtlliers) , purchase of
propagation material, stake systems and propeotggting fences

Restrictions:Coherence with the relevant CMO is to be ensured
4.5. Construction and development of water sparingn-farm irrigation systems

Realisation of irrigation development investmemtsnstruction of new buildings
and equipment for irrigation purposes, value ad@ednstruction of existing facilities,
including the technological machinery and equipnreqtiired for the regular use of the
buildings.

In this category - in the case of cereal croppmogt crop cultivation, field and
greenhouse vegetable, greenhouse floriculture, sgeding and plantations - the
following can be constructed or renovated on thdteey of the farm: underground
delivery pipes, pump stations and water distribuguipment of sprinklers; in-parcel
water distribution elements, booster pump statminspen or covered drains of surface
irrigation systems; drainage systems and othentdolgical equipment of dropping and
micro-irrigation facilities; installations for undground water withdrawal, interim water
securing and reserving facilities for the procurah@nd storage of irrigation water.

Furthermore, eligible for support structures usimigation water are the structures
and technological equipment of rice farms andhm ¢ase of liquid manure irrigation,
structures supplying and utilising irrigation watesnnected to the animal keeping
technology.

Restrictions: As a result of investments subsidised under thesuoreaproduction
increase may not exceed the quotas relevant tat pienducts. Realisation of the
investment is subject to expert opinions on soitihamics and pedology, environmental
impact assessment and licence of the water managemihority.

57



4.6. On-farm amelioration investments

On-farm amelioration investment supports can bdieghgor the construction of new

amelioration facilities, line construction investm® value-added reconstruction of
existing facilities and sustained soil improvementinked to any sector of field

cropping or horticulture - according to the followgi

a) structures for the management of water supply
¢ open water drains or gutters,
< small flood retarding reservoirs of small waterfioup to a capacity of 1
million m*;
¢ underground drainage systems and connected fesil{tihcluding booster
pump stations and their technological equipment);
« deeper loosing, prescribed for underground drainagethe design
documentation;
« engineering structures (culverts, boosting equiginen
b) Amelioration (with an effect period of 6 years east)
c) Structures of terrain correction
* Terrain correction,
« Removal of ravines, redundant roads and ditches,
« Establishing the road system between fields,
e Clearing prior to terrain correction.
Restrictions Realisation of the investments is subject to exmpinions on soil
mechanics and pedology, environmental impact asssdsand licence of the water
management authority.

5. Form of assistancenon-repayable assistance

6. Rate of assistance:
Share of public funds within total eligible cosE.
The share of EAGGF within public funds: 75%.

For investments in firms, the contribution from BAGGF may not exceed 35 % of the
total eligible cost.

The maximum amount of eligible investment cost peproject is HUF 200 million
(€78314), thus the maximum amount of assistance per pragddUF 90 million
(€352941).

The minimum amount of eligible investment cost perproject is HUF 2222
thousand (€8715)thus the minimum amount of assistance per pragadtJF 1 million
(€3922).

Number of projects per recipient: not limited

Eligible costs

a) the costs of technological equipments and faddliteegarded as investment in
building, irrigation and amelioration,
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b) purchase and installation of new machinery and pegent including
computers and software,

c) in the case of cattle, pigs, poultry and sheepusikatly in the event of
establishing new facilities, in the case of goad ambbit exclusively in the
event of establishing new livestock stabling pladiest purchase of breeding
stock by obtaining breeding animals of high genetiality,

d) in the case of plantations: the work on the landhe establishment of
plantation (except the costs of nutrients and Ifgetis), the purchase of
propagating material, plantation, establishmengtake systems, fences and
surface coverings,

e) general costs and expenses: fees of architectsnesng, consultants
(contingent fee is not to be accounted for) tednicspectors registered at
the county administration offices, the Water MangamSupervison and
experts eligible to conduct technical inspectiausts of feasibility studies,
pedological expert opinions, licensing procedupmgchase of patents and
licences. These expenses may not exceed 12% tittiesligible costs (less
the above-mentioned other costs) of the investment.

7. Criteria of the selection of projects
Eligibility criteria:
General criteria:

Eligible for support are:

* Registered natural persons (licensed traditionabllsscale producers
[6stermed®], private entrepreneurs), legal entities (an oiggtion which
may have liabilities for civil law, subjective hitg and liabilities as
organisations without legal entity, if the net neme from sales earned
from agricultural production reaches or exceedpé@ent of the total net
revenue from sales and the farms maintains this throughout the
period of assistance, furthermore, the farmer cotsduGood
Environmental Conditions. In case of vis major #rmaount of provenly
unrealised return on sales can be added to thenretusales of the activity
suffering damage;

Registration is necessary in order to identify #ié beneficiaries and control the
implementation of the measure (IACS). It does ingblve any requirent of
nationality or residence in Hungary but only thdéaddishment in the country. The
establishment is fulfilled either via a primary @sishment (registered office,
central administration or principal place of busg®) or a secondary establishment
(agency, branch or subsidiarity) at the settlenmmicerned by the project.

» Approved or pre-approved Producer Groups, vegetandefruit producer
and marketing organisations (TESZ), cooperatiomsaiher organisations
that provide purchasing, selling and other servi¢BESZ). These
organisations are exempt from the obligation of 5086 revenue ratio

5 Ostermeb: special administration category, app. licensedditional small-scale producer: a
non-entrepreneur private farmer, who conducts gietivlisted in the relevant law on his/her ownnfar
and holds a registered licence for the activity.

59

-| Torolt: a Polgari

Torvénykonyvil sz6lé 1959. évi
IV. torvény Ill Cim szabalyai
szerinti olyan szervezet, amelynek
polgéri jogi, alanyi jogai, illetve
kotelezettségei lehetnek),




coming from the agricultural activity and the oblipn of Good

Environmental Conditions. if their application srgeted on investments
in the storing and manipulating (selecting, clagsd, packing, etc.) of the
agricultural products produced by the members a thvestments
necessary for the storage and logistic allocatibrpmduction inputs

(seeds, propagating materials, chemicals, etc.yl lse their members.
(The TESZ’, BESZ' and agriculturist groups are agigg independent
economic activity with the shouldering of its memssales activity, at the
same time they do not have any, or only limitedicadiural revenues.

Because of this reasons it's necessary to use charkatment on the
referred organisations by the entitlement citeri

« Applicants that have obtained the TEADRumber for the activity
concerned by the investment in the application.

* Applicants should respect the pertinent provisiasfs the European
Communities and the Hungarian legislation on theusty on the
workplace.

* No aid may be granted in respect of work begunctiviies undertaken
before an application for aid has been properlyrstibd to ARDA.

In the case of building development investmentgpstipcan be granted to investments
on the real property in the ownership or permanease of the farmer the output of
which can be put into operation independently arslitable for orderly usage.

In the case of purchase of new machinery or equipraed irrigation or amelioration
investments certification of ownership or a leasat@act valid for the period of the
obligation for operation is required.

In the case of establishment of plantations théoWohg certifications are required:
plantation licence according to the relevant legish; planting material controlled and
qgualified by the National Institute for AgricullrQuality Control; certification on the
ecological suitability of the habitat.

Requirements of environmental protection, animallfave and hygiene see in
attachment VIII. 7.

Additional criteria:

» The applying private person or, in the case of eodno organisation or
cooperative, the manager or the full-time employe®rusted with the
management of the farm has appropriate professopradification’ (at least that
of a skilled worker) (OM Decree 37/2003 (XII. 20) at least five years of
professional practiée

» Declaration regarding the availability of the nessgg own funds.

* No public debts,

® TEAOR: National Registration of Activities and $@rs

” With regards to the given applicant, the qualtfima may only be regarded as specialist, if theegiv
qualification- as set out in the MARD Regulation/B04 (CXII.15) on professional and exam
requirements- provides appropriate preparationHferactivity, for which the applicant required pop.

8 This should be 5 years of practce of any kindgctvlwas spent on agriculture related field.
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« Simplified or full business plan and proof of tltthe launch of the project or
by the end of the realisation of the investmentfénem complies with the criteria
of viability (the criteria for viability are listeth Attachment VIII.1.). In case of
Producer Groups and other organisations with cbiemature viability criteria
are evaluated on the base of their business plans.

« Construction and other necessary permits of thevaglt specialised authorities.

» Undertaking the compliance with the environmenttgetion regulations (Act
LIIl. of 1995. on the general provisions on envirent protection and the Act
LIIl. of 1996 on the protection of the environmerit) the case of investments in
building development, on farm irrigation developmeand amelioration
investments the expert opinion of the regionallympetent environment
protection authority on the project is to be at&th

* In the case of 4.1 animal keeping facilities thdifieate of the County Animal
Health and Food Inspection Office about that attitime of the realisation of the
development described in the application, the fanmplies with the provisions
of MARD Decree 32/1999 (111.31.) on the animal vest regulations of keeping
agricultural livestock.

* The Treaty of Accession determines quotas for Hynga respect of certain
products (Attachment VIII 2.). In the case of thgmeducts the investment
cannot result in an increase of production that ldiatause the exceeding of
these quotas. The information necessary for thisbeaderived from the data of
the competent product board, for the installatibmew stock from the Animal
Identification and Registration System; for anirkakping capacities from the
Agricultural and Rural Development Agency (ARDA).oNsupport can be
granted if there is a risk of creating surplus c#jes without proven marketing
possibilities or of exceeding the relevant quota.

* Valid proof of quota.

» Proof of the existence of distribution channelslyfdn the case of investments
that are connected to the production of agriculto@asic materials).

Selection criteria

According to activities

4.1. Development of livestock keeping facilities:

the recovery of the building and technology investinaccording to the business
plan except those investments which aim only tolgmwith standards,
the impact of the investment on environment,

4.2. Development of other farm buildings:

reduction of storage losses,

reduction of specific energy consumption,

usage of geothermic or renewable energy sources,
expansion of the farm’s activities,

the impact of the investment on environment.
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4.3. New machinery, power machines, technological nd information
technological equipment:

size of the used land (applicants have to join mnfdor land usage to the
applications. Based on that the ARDA assess tlaioal between the land
size and the machines to be puchased ),

the expansion of the scope of the farm’s activjties

membership in producer group, TESZ, BESZ,

the impact on the efficiency of production,

4.4. Development of apple, pear and peach orchards:

modification of the age and type structure of m#nhs according to market
demands,
modernisation of the planting systems of plantajon

4.5.-4.6. On-farm development of irrigation and amkoration:

impact of the investment on the environment (eeduction of erosion),
use of water and energy saving irrigation method,

utilisation of the capacity of the irrigation equipnt,

improvement of cultivation efficiency.

Investments resulting in the improvement of envmental protection, hygienic and
animal welfare conditions, quality improvement ati utilisation of geothermic
energy are given priority in the course of selettio

8. Intermediate body: Agricultural and Rural Development Agency
9. Recipients (beneficiaries)

Eligible for support are natural persons active agriculture and economic
organisations, with or without legal personalityegtional in Hungary.

10. Final beneficiary: Agricultural and Rural Development Agency.

11. Share of the measure from ARDOP budgets1,3%
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12.Financial plan, 2004-2006

IAssistance to mvestments ivl

€, current prices

Million HUF, current prices

agriculture (€=255 HUF)

Year 2004 2005 2006 Total 2004 2005 200 Tot
Total cost 50734550 72431792 93840010 21700635 12937 18470 23929 5533
Total public participation 50734550 72431792 93840010 21700635 12937 18470 23929 5533
Total EU assistance 3805091p 54323844 70380007 16275476 9703 13853 17947 4150
ERDF assistance 0 0| 0| q 0 0| 0 q
ESF assistance 0 0| 0| q 0 0| 0 g
EAGGEF assistance 38050912 54323844 70380007 16275476 9703 13853 17947 4150
FIFG assistance 0 0| 0| q 0 0| 0 q
Total government participation 12683638 18107948 23460008 5425158| 3234 4618 5987 13834
Central government participation 12683638 18107948 23460008 5425158| 3234 4618 5987 13834
Regional participation 0 0| 0| q 0 0| 0 q
Local participation 0 0| 0| q 0 0| 0 q
Other public participation 0 0| 0| q 0 0| 0 q
Private funds to be declared

EIB loans 0 0| 0| q 0 0) 0 q
Other private funds not to b

declared 76101825 108647688 140760015 32550952 19406 2770 35894 8300

« HUF amounts are indicative. Amounts calculated ¥39Lprices in the National Development
Plan and the Operational Programme have been éraedfinto 2004 prices by using a
HUF/Euro multiplicator 255.
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13. Monitoring and evaluation indicators

Ty_pe of Indicator C_urre_nt Target | Data source Frequen(_:y 0
Indicator situation measuring
A) The number of accepted applications by categors)(pc
1. Building development investments 1273
a) Investments relating to livestock keeping faciitie 525
b) Investments relating to other farm buildings 748
* plant houses
» other
2. Purchase of new machinery, technological and inétical equipment 14261
Output 3. Investments relating to irrigation development antklioration within the farm 166
e The area covered with new or modernised irrigasigstem (ha) 11403
4. Development of apple, pear and peach orchards
The number of young farmers from all accepted apfiins (persons) 124 L
- - - -“Monitoring
B) Number of animal keeping places, from this 32187‘system Annually
*  new 37481
* renovated 134434
C) Output of new power machines (KW) 49000(¢
D) Number of new power machines (pcs) 8000
Number of supported farms 1200(q
Result Capacity increasing effect of power-machines pusethaby support on the natio 5
pulling power capacity (%)
Number of jobs created or preserved as a restitteo$upport in labour equivalent (F] 2490
AWU)
Impact Among farms with supported construction developmemestment the ratio of the 40
implementing environment protection development¥ (%
Gross increase of income of supported farms 2
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14.Horizontal objectives

Environment:In the framework of the measure only investmentd tomply with
the minimum environmental protection regulationghe above mentioned Act LIl of
1995 are eligible for assistance. To prove this dffecial opinion of the competent
environment authority is to be attached in the cdsmtegories 4.1; 4.2; 4.4; 4.5; 4.6.

In the course of the evaluation of applicationsiemmental protection investments
are given priority.

Equal opportunitiesin the interest of the improvement of the emplogtef
women, Roma people and disabled people, those capgdi that schedule the
employment and/or the improvement of working cdod& of the concerned target
groups in their business plans could be given fieet in a hundred-point scoring-
system. When choosing from two applications of ghme qualification, the following
applicants are given preference: women, roma peopsdicapped people and
applications with a positive influence on the enyptent of the people concerned.
Handicap is to be interpreted as a modified worlahility, which is to be verified.

In the case of the national and regional levelguigj that improve in the first place
the employment of Roma people a supporting dedterafiven by the county network
of State Roma Self-Government, in the case of megion and settlement level
projects a supporting declaration given by the L&ama Minority Self-Government
could be meant an advantage. In those microregiett®ments where doesn't exist
Local Roma Minority Self-Government those applisantho intend to apply for
applications in connection with the employment ofmi& people could request a
supporting declaration from the competent countiwoek of the State Roma Self-
Government.

15. Legal ground for assistance

Chapter I. Articles 4-7 of Council Regulation 125399.
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11.2 STRUCTURAL ASSISTANCE IN THE FISHERIES
SECTOR

1. Measure:1.2. Structural assistance in the fisheries sector

2. Intervention area code:by the 366/2001. EC Regulation and proportion fthe
total grant:
Priority 3.: Protection and development of aquatic resourcesa@dture, fishing
port facilities, processing and marketing, inlarsthing
Submeasure 32 (code 144)xquaculture — 35%
Action 1.: Increase in aquaculture production capacity (coettn of
new units and/or extension of existing units)
Submeasure 34 (code 143)rocessing and marketing — 20%
Action 1.: Increase in processing capacity (construction off maits
and/or extension of existing units)
Action 2.: Modernisation of existing processing units withinorease in
physical capacity
Submeasure 35 (code 147)nland fishing — 5%
Action 3.: Other measures to assist inland fishing
Priority 4.: Other measures
Submeasure 43 (code 143)romotion — 20%
Action 1.: Promotion campaigns
Action 2.: Participation in trade fairs
Action 3.: Market studies and surveys
Action 4.: Sales advice and aids, services provided to whielesa
retailers
Action 5.: Quality certification and product labelling opecais
Submeasure 44 (code 147)YOperations by members of the trade — 5%
Action 1.: Aid for setting up producer organisations
Submeasure 46 (code 414)nnovative measures — 15%

Action 1.: Pilot/demonstration projects
3. Description of the measure:
Justification of the measure:

Most of the fish ponds in Hungary were construdted) time ago, they need to be
modernised. Besides, in order to secure commoditgks the establishment of new
ponds is also important to replace the old onesatefalling out of production. There
are hatcheries for the production of young fishhwitgh genetic and biological values,
but some of them are in a desperate need of madgion. Fishes involved in
production to widen the selection have to be kepiniensive plants. For this it is
important to develop some of the existing facititiend by establishing new ones the
ratio of intensive plants within the sector canifi@eased. About 20% of the table fish
produced in fish farms is processed.

To produce and replenish a wholesome fish stochigii biological value it is
indispensable to modernise the fish farms (fishdsprand fish hatcheries, and to
develop them in terms of technology, as well as@ébup new fish ponds in order to
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increase the commodity stock. In Hungary the réfissb consumption is very low; it is
reasonable to increase it for the sake of healttrtion.

Objectives of the measure:

Global targets:
» to improve the income position of the fisheriestagc
» toincrease the added value in fish processing amitl in supported farms,
« to create and preserve jobs in the fisheries sector
¢ toincrease the low domestic fish consumption.
Specific targets:
* toincrease competitiveness,
« to improve the quality of fishery products,
« to improve productivity and efficiency.
Operational targets:
« to develop the processing, marketing and promatfdishery products,
« to modernise the fish ponds and fish hatcheridsloffarms and their equipment
in technical and technological respect,
¢ to construct and reconstruct industrial fish prdoiucsystems.

Description of the measure

The measure aims at constructing and modernisinggand fish hatcheries of fish
farms, and developing their on-farm infrastructutethermore, duly considering the
environmental requirements, and supporting the toeci®on and modernisation of
industrial fish production systems utilising ge@ttmal energy. In addition to the above,
it also serves the capacity improvement of theaalyeexisting fish processing plants
and the setting up of new, small-sized "mini fistogessing plants” as well as the
introduction of new products into the market, wiileersify the fish supply at the same
time. The measure, by way of supporting the mangeind other activities of the
producer groups, contributes to the increase bf densumption. The assistance to the
renewal of fishing equipment promotes the presamadf natural freshwater fishing
traditions and the income of local population maglanliving out of it.

4. Actions

4.1 Aquaculture. Construction and reconstruction offish farms and industrial
fish production systems, modernisation of fish hatweries.
(Related intervention area code: Priority 3, Sulsuea32 Aquaculture, Actions 1)

Construction and value-adding reconstruction df fisnds (including wintering ponds,

harvesting zones, fish holders, harvesting placeg),intensive fish production systems
operated on geo-thermal energy, value-adding récari®n of fish hatcheries, along

with the related on-farm infrastructure.

4.2. Construction and reconstruction of fish procesing plants

(Related intervention area code: Priority 3, Suésnee 34 Processing and marketing,
Actions 1,2)

Development and modernisation of existing fish pesing plants in order to increase
efficiency and capacity utilisation. Constructiorf ap-to-date small-scale fish
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processing plants in the vicinity of the place obdquction. Investments that are not
aimed at the production of goods for human consiomptexcept that they are
exclusively involved in the procession and salefisbiery by-products, and retail trade
are not eligible for support.

4.3. Inland fishing
(Related intervention area code: Priority 3, Suésnee 35 Inland fishing, Action 3)

New investments (small boats, outboard enginezéebox, icemaker) by those
conducting natural water fisheries. Support canrdeeived collectively by fishery
organisations or individually by fishermen.

4.4. Promotion

(Related intervention area code: Priority 4, Subsuea43 Promotion, Action 1,2,3,4,5)

Support of activities that serve common interegtsped by members of the fish trade,
organisations operating with the active consenthef actors of commerce, or in the
name of producers or by other organisations ackedgdd by the Managing Authority
in order to implement the common fishery policy.pBaort of activities for the
promotion of the search for new marketing posgibsialso belongs here.

» Activities related to quality certificates, laballj and standardisation.

» Assistance to advertising campaigns, publicatiom$ @onsumption-promoting
events.

» Organisation of trade fairs and participation iclstairs.

* Preparation of projects, market analyses and assets reviewing the
responses of the consumer and of the market.

» Promotion of new products containing fish meat,anailable in the market yet.

4.5. Assistance to producer organisations
(Related intervention area code: Priority 4, Sulsuea 44 Operations by members of
the trade, Action 1,)

Support can be given to producer organisationsbksit@d according to Commission
Regulation 2792/1999 amended by Commission Regulat2369/2002 and
Commission Regulation 104/2000 for a three yedogefter their establishment.

a) Assistance to the establishment of producemisgtion and to their operating costs.
b) Assistance to the marketing of the productsrofipcer organisation.
4.6. Introduction of innovative technologies in fik farming (pilot projects)

(Related intervention area code: Priority 4, Sulsuea 46 Innovative measures,
Action 1,)

Introduction of innovative technologies in fishifang (pilot projects), which relates to
state owned, or partly state owned enterprisesedls Whe introduction of innovative
technologies means undertakings implemented byctor af the fisheries sector, a
specialised research institute or another compétedy in a size near large-scale, the
results of which are publicised.
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5. Form of assistancenon-repayable assistance
6. Rate of assistance

Share of public funds: maximum for measure tot@%o5

FIFG | NATIONAL | PRIVATE

Submeasures
%

4.1 Aquaculture 35 11 54
4.2 Construpﬂon and reconstruction of fi 35 11 54

processing plants
4.3. Inland fishing 35 11 54
4.4.1. Promotion (individual) 35 11 54
4.4.2. Promotion (collective) 75 25 0
4.5. Assistance to producer organisations Y5 25 0
4.6.1.Innovative measures (pilot projects) with

. oo 75 5 20

private contribution
4.6.2.Innovative measures (pilot projects) with

state company contribution (20% is the shar@5 25 0

of the company)

The contribution from FIFG (Financial Instrument féisheries Guidance) within the
public funds is calculated in relation to the tatabt (11461836 €) — including private
funds.

Upper and lower limits of assistance per project
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Upper limit of Lower limit of
Category assistance per assistance per
project project

1000 HUF| 1000 €| 1000 HUF| 1000 £

4.1 Aquaculture

- new construction

having no fish pond yet 150000 588.2 75000 294.1

already having fish ponds of at least 3Q0ha 150000 588.2 10000, 39.2
- reconstruction

fish pond 100000 588.2 10000 39.2

hatchery 2000p 78.4 5000 19.6
- industrial fish production system utilising geothermal energy

new construction 150000 588,2 20000, 78.4

reconstruction 75000 294.1 10000 39.2

4.2. Construction and reconstruction o
fish processing plants

construction and reconstruction of ngw
small scale units

50000 196.2 10000, 39.2

reconstruction of medium scale units 50000196.2 5000, 19.6
4.3. Inland fishing 20000F 78.4 1000 3.9
4.4, Promotion 20000 78.4 1000 3.9
4.5. Assistance to producer normative normative 3.9

organisations

4.6.

Innovative measures (pilot projects 75000, 294.1 10000, 39.2

Number of projects per beneficiary: 1 project pealyper activity

Maximum assistance amount per beneficiary: HUF rm8lon (€ 0,6 million)

Eligible costs in respect of assistance

Investment expenses related to the implementafipnogects relating to the activities:

a)
b)

c)
d)
e)

costs of construction investment projects,

purchase and installation of new machines and ewgnp, including computer
software,

eligible costs of individually and collectively ingmented actions,

costs of the establishment and operation of praduoeganisations,

general costs such as fees for architects, engita@er consultants, feasibility
studies, environmental impact assessment stugigghase of patents and
licences in addition to the costs referred to ausks (a) and (b) and up to 12%
of such costs.

7. Criteria for the selection of projects

Eligibility criteria:

General criteria:

Beneficiaries: natural persons, private entrepreneurs activegiic@ture or
fisheries, fisheries associations and groups andauic organisations, with or
without legal personality, operational in Hungary,

no public debts,
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statement on the availability of the required oesaurce,

existing of number of client registration,

existing of necessary permissions of authorities.

existing of fisheries in activity scale

Applicants should respect the pertinent provisiohhe European Communities
and the Hungarian legislation on the security awtlorkplace.

no aid may be granted in respect of work begunctiviies undertaken before
an application for aid has been properly submittedRDA.

Registration is necessary in order to identify #ie beneficiaries and control the
implementation of the measure (IACS). It doesimailve any requirent of nationality

or residence in Hungary but only the establishnierhe country. The establishment is
fulfilled either via a primary establishment (refgiged office, central administration or

principal place of business) or a secondary essdnlient (agency, branch or
subsidiarity) at the settlement concerned by thogut.

Criteria according to activities:

4.1 Aquaculture

the manager of the fish farm or the leader of tloget has appropriate technical
skills: special fishery qualification or at leastef years of practice in fisheries,
the farm complies or as a result of the developmwilit comply with the
prescriptions of the Act LIIl. of 1995 on the gealgprovisions on environment
protection, of the Act LIIl. of 1996 on the protieet of the nature, of the Act
XXVIII. of 1998 on the protection and sparing ofirmals and of MARD Decree
no. 32/1999 (lll.31.) on the animal welfare reguas of the keeping of
agricultural livestock,

fish farmers not having operating fish pond areaaibfeast 30 ha or a lease
contract for at least 10 years can apply for thestoction of an operating fish
pond area of at least 30 ha,

fish farmers already having operating fish ponchakat least 30 ha or a lease
contract for at least 10 years can apply for amscs for the construction of a
pond area that does not exceed the maximum amddidE (50 million,

€ 0.6 million) per project.

in case of constructing intensive fish productiorstems, only investment
projects utilising geo-thermal energy are eligitleassistance.

4.2 Construction and reconstruction of fish processinglants:

the manager of the fish processing plant has apitepechnical skills: special
fishery qualification or at least five years of f@ssional practice in fish
processing,

in case of constructing a new plant, only thosesofall sized capacity
(maximum 3 tons/day) are eligible for assistance.

the processing plant complies or as a result oflehelopment will comply with
the prescriptions of the Act LIIl. of 1995 on theengral provisions on
environment protection, of the Act LIII. of 1996 ¢me protection of the nature,
of the Act XXVIII. of 1998 on the protection andapg of animals and of
MARD Decree no. 32/1999 (lll.31.) on the animal faet regulations of the
keeping of agricultural livestock.
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4.3. Inland fishing
« Proof of being licensed for fishing.

4.4. Promotion
¢ according to general criteria

4.5. Assistance to producer organisations
e According to 104/2000. EC Regulation

4.6. Innovative measures (pilot projects)
< the leader of the project aimed at the introductiérinnovative technology or
technologies has appropriate technical skills: highrel qualifications in
fisheries specified in Article 14(2) of MARD Decree. 78/1997. (XI.4.) and at
least five years of practice in fisheries.

Selection criteria

Creating and preserving jobs (in the case of diVities supported in the framework of
the measure)

4.1. Submeasure (aquaculture):

< to what extent the investment project improveswtwle product chain (from
the propagation material through the commodity fisbduction and through
processing),

¢ positive impact on the environment (flood and egcsarface water hazard,
preservation and increase of natural values, lap#s@Environment),

« improvement of the quality, hygiene and animal esdfconditions,

« composition of the fish stock according to species,

4.2. Submeasure (fish processing):

¢ ratio of women employed,
¢ operation in the form of partnership,
« degree of processing (value added).

The eligibility to selection criteria are specifié the scoring system elaborated for
evaluation of projects.

In the interest of the improvement of the employtr@nvomen, Roma people and
disabled people, those applicants that schedulertitoyment and/or the improvement
of working conditions of the concerned target guptheir employment plans could
be awarded three point in a hundred-point scorysiesn. When choosing from two
applications of the same qualification, the follogiapplicants are given preference:
women, roma people, handicapped people. Handictaphe interpreted as a modified
working ability, which is to be verified

In the case of the national and regional levelqutsj that improve in the first place the
employment of Roma people a supporting declaragigan by the county network of
State Roma Self-Government, in the case of micronegnd settlement level projects a
supporting declaration given by the Local Roma MiyoSelf-Government could be
meant an advantage. In those microregions/setthismwamere doesn’t exist Local Roma
Minority Self-Government, those applicants thateimd to apply for applications in
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connection with the employment of Roma people coatfiest a supporting declaration
from the competent county network of the State R&®i&Government.

8. Intermediate body: Agricultural and Rural Development Agency
9. Recipients (beneficiaries)

Natural persons, private entrepreneurs active icalture or fishery, fisheries
associations and groups, and economic organisatigtisor without legal personality,
operational in Hungary.

10. Final beneficiaries: Agricultural and Rural Development Agency

11. Share of the measure from ARDOP budgett.4%
12. Financial plan, 2004-2006

S_truct_ural assistance in th €, current prices Million HUF, current prices
fisheries sector ' (€=255 HUF)

Year 2004 2005 2006 Total 2004 20056 2006 Total
[Total cost 2679696 3825700 4956440 1146183 683 976 1264 292
[Total public participation 1339848 1912850 2478220 573091 3472 4849 632 1461
[Total EU assistance 1026328 1465243 1898316 438988 263 374 484 111
ERDF assistance 0 0 0 q 0 0 0) q
ESF assistance 0 0 0 q 0 0 0| q
EAGGF assistance 0 0 0 q 0 0 0) q
FIFG assistance 1026328 1465243 1898316 438988 263 374 484 111
[Total government participation 31352 447607 579904 134103 8q 114 149 347
Central government participation 31352 447607 579904 134103 80 114 144 347
Regional participation 0 0 0 q 0 0 0) q
Local participation 0 0 0 q 0 0 0 g
Other public participation 0 0 0 q 0 0 0) q
Private funds to be declared 1339848 1912850 2478220 573091 342 488 632 1461
EIB loans 0 0 0 q 0 0 0) 0,
Other private funds not to bq

declared 0 0 0 q 0 0 0| 0,(

* In the line of each measure the HUF amounts decative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rmogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator 255. The contribatistom FIFG is calculated in relation to the tatakt

(11 461 836 €) — including private funds.
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Detailed financial plan (1000 4:

Submeasure Share %| FIFG National Private Total cost
2004-2006

Aquaculture 35 1537 483 2751 4770
Processing 20 878 276 1555 2709
Inland fishing 5 220 69 356 644
Promotion 20 878 228 815 1921
Producer organisations 5 220 73 0 293
Innovative projects (public) 10 439 146 0 585
Innovative projects (private) 5 220 66 254 539
TOTAL 100 4 390 1341 5731 11 462

Proportions and rates of assistance for submeasuties table of detailed financial
plan can be modified by the Managing Authority be basis of the evaluation of the
applications in the given year in such a mannerttiatotal amount of FIFG assistance
should not be exceeded. Ratio of promotion actigithy collectives or organizations to
individual applicants as well as that of innovatpurejects by state owned companies to
private enterprises are not exactly specified entddble. Due to changes in the structure
of contributions the yearly total values of natibaad private contributions may vary.

Yearly announced rates of assistance are not ahgungi
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13. Monitoring and assessment indicators
(indicators of projects are contained in 366/2001R=gulation in connected activities, and resukésgiven in yearly repoyt

Type of Indicator (;urrept Target Data source Frequen(;y
indicator situation of measuring
Number of adopted applications according to categqres:
4.1. Aquaculture. Construction and reconstructibfisb farms and intensive fish production o5
systems, modernisation of fish hatcheries. (pcs)
e constructed ponds 6
* reconstructed ponds 12
» reconstructed fish hatcheries 5
e constructed, reconstructed industrial fish producgystems 2
4.2. Construction and reconstruction of fish preggs plants (pcs) 7 o
Output « constructed fish processing plants (pcs) 5 Monitoring
X - system
* reconstructed fish processing plants (pcs) 2
4.3. Inland fishing (pcs) 25
4.4. Promotion (pcs) 18
4.5 Assistance to producer organisations (pcs) 2 Annually
4.6. Innovative measures (pilot projects)(pcs) 5
Number of constructed or modernised productionsufpits) 32
Number of new introduced products (pcs) 6
Value of purchased equipment for natural wateiirigh€) 740 000
Number of reconstructed or modernised intensivegimduction systems (pcs) 2
Number of assisted fish farms and fishery entegpr{pcs) 130
Territory of supported fish farms (ha) 200 Monitoring
Result Increase of the volume of processed products (&am)y 300 system
Output of the assisted plants per hectare (eurd/yea 1300 1400
Number of new fishery products, holding qualitytifeates, in the assisted plants 3
Impact Increase of added value created in the assistetspl#) 2.5 Monitoring
Number of jobs created and preserved owing to $sest@nce in full job equivalent (FTE, AWU 180 system
Growth of domestic fish production (ton/year) 11600 400 Ngtf.ﬁiteat.
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14. Horizontal objectives

Environment:The measure supports the modernisation of prasludystems and
technologies that abate the load imposed on thé&cemeent and comply with the
provisions of Act XXVIII. of 1998 on the protecticend sparing of animals and with
the minimum environmental requirements set forthAimex 3. of MARD Decree
no. 32/1999 (lll.31.) on the animal welfare regigas of the keeping of agricultural
livestock and with Act XLI of 1997 on fisheries arahgling. Furthermore, the
utilisation of geo-thermal energy contributes te ghotection of the environment.

Equal opportunity:

Equal opportunity is entirely provided. The subedttapplications are selected under
equal conditions. When choosing from two applicagiof the same qualification, the

following applicants are given preference: womema people, handicapped people,
and applications with a positive influence on thgp@®yment of the people concerned.
Handicap is to be interpreted as a modified worlahility, which is to be verified.

15. Legal ground for assistance

Articles 1-8 of Council Regulation 1263/1999., Altis 6-17 of Council Regulation
2792/1999 amended by Council Regulation 2369/20@hmmission Regulation
438/2001., Commission Regulation 366/2001 and Casion Regulation 104/2000.

State aid schemes concerning actions financed Ufi@& within this programme

are governed by the provisions of Article 19(2) aduncil Regulation (EC) No
2369/2002 of 20 December 2002.
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[11.3 SETTING UP OF YOUNG FARMERS

1. Measure: 1.3 Setting up of young farmers
2. Intervention area code:112 Setting up of young farmers
3. Description of the measure:

Justification of the measure:

Similarly to the international tendencies, the woiag age structure, i.e. the ageing
of farmers performing agricultural activity as anpary occupation can also be detected
in Hungary. The average age of private farm marsages5 years. Relatively few
young people choose agricultural basic activityhas primary occupation. However, it
is important for the future of agriculture that yagy highly qualified and well-prepared
entrepreneurs set up economically viable farmsgchwvitihen would create jobs in rural
areas.

Objectives of the measure:

Global targets:
< to improve the age structure of agricultural labpower,
* to preserve and create jobs,
e to set up economically viable farms

Specific targets:
< toincrease the number of entrant young farmegse@ally women),
» to create harmony with the measure relating toygatirement

Operational targets:
e to encourage young farmers to set up businesses.

Description of the measure:

To achieve their goals, young entrepreneurs comglywith the criteria and
founding their first farm may be allotted a nonaggble single premium and an interest
subsidy during the term of the development loaretafor the setting up of the farm.
These grants may help to set up the farm, makadtieity profitable, create the basic
conditions of environmental protection and assisfurther developing the expertise
necessary for farming.

As required by Regulation 1257/1999, for grantingmort under this measure the
holdings shall comply with minimum requirementghie field of environment, hygiene
and animal welfare. In Annex VIII.7. Table 1 is roduced which indicates the
minimum requirements to be respected according to the Hungarian legislation.

4. Categories
Assistance may be given to the following activities

® Early retirement scheme starts from (as planne@2
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 The single premium may be used for the creationth®f conditions of
agricultural production activities and for the csif agricultural production.
The premium can not be used for the purchase oflidgelaces, costs related
to dwelling (rent, overhead expenses), purchaseaar or lorry, costs related to
the use of cars or lorries (rent of the lease, abiiel) and costs of training;

* The subsidy for the interest of the loan whichug @ver one year may be used
for the financing of the purchase, renovation anadennisation of structures
necessary for the agricultural activity (except tiwg places other than outskirt
farm sites). It may also be used for the purchdédena for own use (the cost of
which can not reach 10 % of the total costs ofdbeelopment) and for taking
over farms from another farmers who reach retirédnage, or, under the early
retirement scheme, wind up their farm, and for tlemovation and the
modernisation of the production capacities of #ieh-over farm.

5. Form of assistance:non-repayable assistance, which may be disbursettheto
beneficiaries in the following forms:

e single premiumand/or

* interest subsidy,

6. Rate of assistance:
Share of public funds: 100%
Share of EAGGF within the public funds: 75%

The amount of assistance:

a. The upper limit of the single premium is HUF 6,38lion (€ 25 000),

b. Credit subsidy may as well be granted for loangnakp to finance the costs of
starting up the farming activity up to 60% of thleree-month Budapest
Interbank Offered Rate (BUBOR) valid at the timeentthe interest is due upon
the condition that the applied interest rate doet exceed the three-month
BUBOR by more than 3 percentage points and thepregent value of the
interest subsidy does not exceed the single premium

A support higher than the maximum amount referredint point a) but not
exceeding 7,65 million (€ 30 000) may be grantedydang farmers employing farm
advisory service§ linked to the setting-up of their activity duriregperiod of three
years after setting-uplhe method for the selection of the advisers ad elthe
minimum conditions of their accreditation can berfd in Appendix No. 9.

10 In the field of agriculture fisheries food and fetny (agri-food sector) the experts in well defireedes may have assistance also
from public funds to their advisory activity if there registered in the National List of Adviseahducted in accordance with the
rules of the ministerial decree No 51/2001. (VII)3EVM. An expert at his own request may be registef possesses BSC or
MSC degree in the agri-food sector or a degreestinkith this field, has a professional experierfceé or 10 years respectively, has
complementary knowledge related to the sector (ptioh, technology, law, economy, finance) and dlss a clean criminal
record and does not follow commercial or brokeivitgtin the sector. The advisors can have accréditan the National List in 3
fields of expertise at the most, some of these dhithey meet additional requirements. The ministiynually checks the
professional skills of the registered advisers.
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7. Criteria of the selection of projects

Eligibility criteria:

Applications may be submitted by young private emteneurs who are authorised
to conduct agricultural activity in Hungary, whautech for the first time their own farm,
verify the viability of farming by means of an ecwonically justified business plan, and
meet the minimum environment protection criteriartker criteria:

the entrepreneur is (between 20 and 40 years,avindpy accomplished the 40th
year of age), has technical suitability, holds gncaltural entrepreneur's card, is
a registered agricultural producer, has specialigadlifications of medium
degree at least, who can prove the fulfilment o driterion with a certificate
(marked OKJ or 0SZJ) issued according to Act 11885 on education, Act
LXXIX. on public education, the MUM Decree no. 78 (XI1.30.) on the
register of professional qualifications, and the CObecree no. 37/2003.
(X11.27.)*

the applicant has proved his/her technical suitgbitith an at least one year
long agricultural experience;

proves in his business plan the farm launched iftadsger) complies or will
comply within five years after the starting datetlo activity as listed in Annex
VIII.10) with the criteria set forth in Annex 1 @n economically viable farm
that carries out such agricultural activity thairisluded in the list of the same
Annex;

for the activity of the farm the applicant possesttee land or has a valid land
lease contract for at least the duration of thesgibed period of farming, or
assumes that the land will be at his/her dispostidinvthree months after the
approval of his/her application;

he/she continues agricultural activity as privaterfer and the leader of the farm
and as his/her main occupatibnor if he/she operates the farm as a part time
occupation then he/she undertakes that he/sheaevitinue agricultural activity
as main occupation at most within three years ftbm starting date of the
activity (In Hungary all the young farmers applyifag the setting - up support
are the sole heads of their holdings.);

he/she undertakes that from the time when the faaohes economic viability
he/she continues agricultural activity as privedarfer, the leader of the farm
and as main occupation for at least 5 years;

the farm complies with the prescriptions of theidkdion listed in the
Attachment VIII.7. concerning the regulations orviemnmental protection and
animal hygiene and welfare or undertakes the foé#iit of the prescriptions
within five years from the starting of the business

the applicant verifies that he/she possesses th&adthe Treaty of Accession
determines quotas for Hungary in respect of cepatducts (Attachment VI
2.). In the case of these products the investmambat result in an increase of
production that would cause the exceeding of thgsetas. The measure
necessary for this can be determined based on dtee ftbm the competent
product board, from the Animal Identification anédistration System in case

1 This Decree keeps in order and regulates all thtegsimnal certificates and qualifications can beegiin Hungary, and all of
their conditions and parameters.

121800 working hours, that is 225 working days witiv@king hours. This is the time spent with workdmne full time farmer in a
year. Part time occupation means that the farmemdspless time with work than a full time farmer

79



of installation of new stock and from the Agriculiland Rural Development
Agency in the case of animal keeping capacities.sMaport can be granted if
there is a risk of creating surplus capacities eth proven marketing
possibilities or of exceeding the relevant quota);

< the applicant demonstrates the relevant saleslylitiss.

* no aid may be granted in respect of work begunctiviies undertaken before
an application for aid has been properly submittedRDA

« the applicant undertakes that the premium is nedu®r the purchase of
dwelling places, costs related to dwelling (renverbead expenses), purchase of
a car or lorry, costs related to the use of calsmwies (rent of the lease, cost of
fuel) and costs of training.

Applicants shall beatural and legal persons registered in Hungary. Begtion - { Térélt: N

is necessary in order to identify all the benefiga and control the implenetation of
the measure (IACS). It does not involve any requid nationality or residence in
Hungary but only the establishment in the counfitye establishment is fulfilled either
via a primary establishment (registered office, tcaradministration or principal place

of business) or a secondary establishment (ageb@nch or subsidiarity) at the
settlement concerned by the project.

Minimum environment protection criteria:

The environment protection criteria towards investis realised in the framework of
ARDOP are determined pursuant to national and Conityn legislation and directives
listed in Attachment VIII. 7.

Selection criteria:
When evaluating the applications the followingenig will be considered:

¢ evaluation of the size, output and viability of them,

* membership of producer organisation,

< taking over a farm,

< qualification of the viability of the farm,

« qualification level of the applicant,

¢ extent of compliance with the environment protecti@animal welfare and
hygienic prescriptions

¢ number of established and conserved workplaces,

+ agricultural experiencég*

» farmers operating in less favoured areas and emvientally sensitive areds

1% Time spent in agricultural experience more thayear (but maximum 3 years) will be acknowledged
during evaluation (it is an eligibility criteria tbave one year long agrivultural experience. Irecas
practical experience longer than one year up teetlyears the applicant gains extra scores at di@iua
of his/her application Even if the applicant spertre than three years with agricultural practieedktra
scores do not exceed those that can be gainedtlfesr years long experience as the objective ®f th
measure is to support the setting up of activity.)

5 The classification of the areas is according 6712999 EC Council Regulation Chapter V. Article
20 ,which is included in the NRDP, to be appraved
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¢ In case of application with the same evaluatiorpliegtions submitted by
women, roma or handicapped people are given pyriorit

8. Intermediate body: Agricultural and Rural Development Agency
9. Recipients (Beneficiaries)

Young farmers whose primary occupation is farmingoru setting up their first
enterprise.

10. Final beneficiary: Agricultural and Rural Development Agency
11. Share of the measure from ARDOP budget: 298
12. Financial plan, 2004-2006

Setting up young farmers €, current prices Million 'E'éi';scsugsg prices
Year 2004 2005 2006 Total 2004 2005 2006 Totgl
Total cost 2799064 3996118 5177226 1197240, 714 1019 132G 3053
[Total public participation 2799064 3996118 5177226 1197240 714 1019  132( 3053
[Total EU assistance 2099298 2997088 3882919 897930 535 764 999 229(
ERDF assistance 0| 0| 0| q 0 0 0| q
ESF assistance 0| 0| 0| q 0 0 0| q
EAGGF assistance 2099298 2997088 3882919 897930 535 764 999 229(
FIFG assistance 0 0| 0| q 0 0 0| q
[Total government participation 699766 999030 1294307 299310 178§ 255 337 763
Central government participation 699766 999030 1294301 299310 174 254 33(Q 769
Regional participation 0 0 0 g 0 0 0 q
Local participation 0| 0| 0| q 0 0 0 q
Other public participation 0 0 0 g 0 0 0 q
Private funds to be declared®

EIB loans 0| 0| 0| q 0 0 0| q
Other private funds not to bg

declared 0| 0| 0| q 0 0 0| q

* In the line of each measure the HUF amounts rdé&ative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rmogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator 255.

18 Private source is required for taking out loahthé young farmer wishes to make use of the assist
the interest rates in addition to the single premiu
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13. Monitoring and assessment indicators

Frequenc
_Ty_pe of Indicator C;urrept Target | Data source qof ¢
indicator situation .
measuring
Number of supported applications submitted by yoiammers (pc)* 254
e within this: submitted by women (pc) 45
Detailing of the supported applications accordimghe types of activity (EMIR)
Age composition of applicants (persons)
e under 25 years of age 180 o
Output * Dbetween 25 and 30 years of age 50 Mgn;t;r:}rqwg
e between 30 and 35 years of age 14 Y
e between 35 and 40 years of age 10 Annually
Number of supported applications according to ttaiets (pc)
e setting up of a new farm 174
e taking over of a farm 80
Area managed by young farmers (ha)** 0 2540 Monitoring
Result Change in the number of farms managed by youngefie'rt 36 379
: system
Average age of farmers taking over farms 25
Impact Number of created and preserved jobs in manpowgvaent (FTE, AWU) 274 Mggggrmg

*The number of accepted applications, presumingtth@applicants utilize the full amount of thegdgnpremium allotment and the interest supportraaverage amount of
20 000 EURO.

** The total area of land cultivated by young fansmbéas been compiled on the basis of criteriaatfle farms (Annex I.) and experimental data.

*** Current situation is the represented by numbgfarms managed by young farmers supported fromome sources in 2001;

In 2002 the number of farms managed by young fasreepported from national budget was 27.

The number of young farmers supported from natifunradls in 2003 is 62
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14. Horizontal objectives:

Environment:In the framework of the measure developments tlapty or will
comply with the prescriptions of the EU-conform Agll. of 1995 on the general rules
of environment protection, or the applicant undertathe fulfilment within five years
after the approval of the application.

Equal opportunity:Equal opportunity is entirely provided. The suliedt applications
are selected under equal conditions. When chodgimg two applications of the same
gualification, the following applicants are givemeference: women, roma people,
handicapped people, and applications with a pe@sitifiluence on the employment of
the people concerned. Handicap is to be interprateéd modified working ability,
which is to be verified.

In case of Roma people a supporting declaratioergivy the Local Roma Minority

Self-Government could be meant an advantage. lsethmicroregions/settlements
where doesn’t exist Local Roma Minority Self-Govaent, applicants could request a
supporting declaration from the competent countiwoek of the State Roma Self-

Government.

15. Legal ground of assistanceTitle 1l Chapter Il Article 8 of Council Regulatio
1257/1999, and Article 1 point 3 of Council Regigat1783/2003.

83



11.4 ASSISTANCE TO VOCATIONAL FURTHER
TRAINING AND RETRAINING

1. Measure:1.4 Assistance to vocational further training agtlaining
2. Intervention area code:

113 Agriculture-specific vocational training: 90%

128 Forestry and fishery-specific vocational tnagnil0%
3. Description of the measure:

Justification of the measure:

In Hungary, nearly 30% of private farms manageesrent qualified, 64% of them only
have a technical qualification of basic degree Jevttie economical production of good
quality and competitive products requires thoroagld wide knowledge. Successful
adaptation to the changing market conditions ietham the expedient attainment and
application of the knowledge of several specialdfe(vertical farming, marketing,
information technology, environmental protectiorgseuof traditional or renewable
energy sources, reception and entertainment oftguesmmand of language, tourism,
craftsmanship, business knowledge).

EU accession requires new kinds of knowledge frémseé acting in agriculture,
including forestry. This knowledge is needed paftly operating the farms (business,
market and managerial knowledge) and for estalblistihe channels of safe product
sales (networking, association) and for the altdraeactivities (local food-processing,
servicing, craftsmanship, processing, receptionartdrtainment of guests) that can be
associated with agriculture.

The introduction of new farming approaches (orgdaiming, landscape management)
also requires the attainment of special skills,owhserve for a better adaptation to the
existing local conditions, for the reduction of theessure on the environment through
more proper waste management, cheaper and moomahtisage of pesticides and
fertilisers.

A special demand for training appears in Roma conities that have already joined,
in part, the special programmes (social land prognas) launched in the past years and
mostly produce for their own needs.

Objectives of the measure:

Global targets:
* to improve the employment conditions and opportesiof the participants of
training;
« to raise the production standard of agriculturaragnpact of training projects;
» to safeguard the environmental benefits of agnealtduring its development
phase.

Specific targets:
* to improve the vocational skills and professiortandard of those involved in
agriculture, mainly of certain social layers andwgps (women living in rural
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areas, in farming families, Romas involved in agjticral production) and
particularly in the field of quality production, ggne and animal well-fare
requirements, environment friendly methods, busirke®wledge;

« to provide environment awareness training on thiemwasoil- and air-protection
provisions concerning intensive farming (use oftilisers and pesticides,
irrigation and large-scale livestock farming).

Operational targets:
e agriculture-specific vocational further training;
« forestry and fishery-specific vocational training;
« special training on agriculture and farm managenientRoma communities
involved in agriculture;
« dissemination of information about activities pwuasie by farmers and their
families in order to earn supplementary income.

Description of the measure:

The measure supports farmers and other personk@avin agricultural activities
and forestry to receive vocational training imprayitheir occupational skills and
competence. This also includes targeted — EU kraig@e- training for teachers and
trainers that is not part of the general educatisgatem-nerwhich is funded by the
European Social Fund under the Human Resources Idpewent Operational
Programme or the Operational Programme for RegiDeaklopment.

In particular, the measure supports training infttlewing technical fields:

e ecological and organic farming, including farmingttwuse of manure and
pesticides in a way that ensures soil- and watateption;
¢ production methods ensuring environmental protacémd conservation and
enrichment of the landscape;
¢ management methods in forestry and fishery;
« farm management skills;
« the agricultural system of the European Union, lating systems of CAP,
regulations related to production;
« alternative, complementary income earning oppotigemfor those living in rural
areas;
» gpecial demands of Roma communities involved ifcatjural production;
« mainly small-scale and farm food-processing withsideration of food-safety
requirements.
In the case of state accredited basic-level coumegourse modules providing
vocational qualification according to OKJ (Natiorakt of Qualifications) standard
(See Annex VIIL.9.: The levels of vocational edumatin Hungary), the EU/CAP
regulation on the relevant field is part of thermuum in every case.

4.Activities

(Related intervention area code:

113- Agriculture-specific vocational training;
128 Forestry-specific vocational training)

a. While keeping in mind the global, specific and aiemal targets of th
measure, and giving priorities to the technicaldfelisted above, th

applicant surveys the training needs of farmers dtirer potential
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beneficiaries) in a given area and submits theiegmn including the
results of the survey, the number, types, scheduldsestimated costs of
the training courses to be implemented in accorelamith the training
needs.n order to meet the training needs of the farm#rs,applicant
can choose courses from the National List of Qigalifons, the
requirements of which is set in ministerial regigias. In the case of a
special local need that cannot be met by any ofathmve courses, the
applicant can work out the plan of a course. Ewenyrse has to include
the relevant EU/CAP _requlations, particularly thoselated to
environmental, food safety and animal welfare issuie every case the
application has to contain, the time schedule,tth®ing program and
the examination requirements of the courses, irotdat they can be
monitored. It is important that the courses planbgdthe applicant -
within the above frameworke - should meet the ddiaéning needs of
the farmers, otherwise the attendance of the ceuraanot be ensured
and the applicant will not receive any reimbursenfen his/her costs.
Applications are evaluated by the Agricultural d@Rdral Development
Agency on the basis of project selection criteiséetl below (in point
7.). The framework, objectives and priorities o ttalls for tenders for
the measure are provided by the Managing Authobgnefiting the
farmer. Decision on the applications is made byMia@aging Authority,
meaning the training needs are decided by the MA.

. The winning applicants advertise the trainingrses for the farmers (or

other potential beneficiaries), that are admittethe course in the order
of their enrollment. The participants of the cosrgmy the winning
applicant 10% of the cost of the training coursecépt members of
Roma communities). The winning applicants compléie training
project, than submit the documentation of the casi(fist of participants,
the lessons held, etc.) as well as the invoiceth®religible costs of the
training project.

. The winning applicants are reimbursed for 90%61@0% in the case of

special Roma courses) of the eligible costs. Nmbersement will be
paid for costs not directly related to the trainipgject or used for
financing the applicant’s own development. Throtigils procedure it is
ensured that the aid is used for the farmers’ (@iheér beneficiaries’)
further and retraining.

5. Form of assistancenon-repayable assistance.

6. Rate of assistance:
Share of public funds: 90% (10% of the eligibletifisd costs is to be paid by the
recipient of the training); in the case of the spleagricultural training for Roma
communities it is 100%.

Share of EAGGF within the public funds: 75%
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Upper limit of assistance for one course: HUF 100,fperson (€ 392/person); for one
contract HUF 90 million.

Eligible costs:

The assistance may be used for:

compiling and copying teaching materials;

travel costs and fees of teachers, trainers engagede training, and their

targeted EU further training (the latter cannoteedcthe 10% of the total cost of
the application);

covering organisational, advertising and administea costs related to the
training courses;

covering costs related to the practical trainingt is necessary for the training
course (travelling expenses, costs of materialsugedf machines);

covering the costs of the examination or other ssrent of the participants’

acquired knowledge.

Costs of investments and those of the substituioopmmodation and boarding of the
participants of the training are not eligible unttés measure.

7.

Criteria for the selection of projects

Eligibility criteria:

the provider of the training is a natural or legaison having:

< residence in Hungary or other EU member countrgl, an

» registration under the Act Cl of 200Dn adult training, which entitles the
provider to implement adult-training;

the curriculum includes EU agricultural economy Wwiedge and CAP

regulations, as well as special knowledge specifiedier the Description of the

measure section;

in the project, the period of one training may erteed one year, and the per

capita cost may not be higher than the HUF 100yGij&r limit;

the training courses planned in the applicationtadee implemented within one

statistical region of Hungary, and their total ambwf assistance may not

exceed HUF 90 million;

the training course may not be of secondary ordridgwvel;

the training program contains the EU agricultu@reomy and CAP knowledge

but is not part of the traditional (school) educatil system;

the application includes at least 20 training cesy40 — 400 lessons per course,

and each course has 20 — 40 participants.

Applicants should respect the pertinent provisiohthe European Communities

and the Hungarian legislation on the security @wtlorkplace.

the training program is in connection with one @arenARDOP priorities;

no aid may be granted in respect of work begunctiviies undertaken before

an application for aid has been properly submittedRDA.

" The amendment of this Act (no. 106. Act of 2008.3.8 (1) b) sets the provision that the aduliniray
activity implemented in the territory of the Hunger Republic by foreign organizations or persons is
also governed by the said Act.
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Selection criteria;

the standard of personal and material conditiontheftheoretical and practical
training;

the degree of contribution of the training to theeessful implementation of
other ARDOP measures;

the training being conducted in an agricultural isag being in critical
employment situation according to the GovernmerguRaion of 64/2004 (1V.
15));

in the course of the project implementation theliappt takes into consideration
the special needs of the target groups of equabrtypity taking part in the
training;

Preference is given to the applications having tp@siinfluence on the
employment of women, roma people, handicapped pempyoung farmers;

the training is specially aiming at the improvemeitthe opportunities and
supplementary income earning of women living irah@areas;

the training improves the labour market situatibie, security of farming and the
chances of earning alternative income in the area;

the training references of the organisation un#ergathe implementation of the
training,

the proportion of young farmers or women takingt fiathe training is at least
20%;

the training provides information on the rules obd-safety, animal welfare or
those of environment friendly farming in particulacological and organic
farming, and landscape preservation;

the amount of the training’s per capita cost pssda..

8. Intermediate body: Agricultural and Rural Development Agency

9. Recipients (Beneficiaries)are farmers and other people involved in agricaltur
activities and forestry receiving free (or redugeite) training from natural or legal
entities who receive the support as reimbursenzeriheir eligible costs.

10. Final beneficiaries:Agricultural and Rural Development Agency
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11. Share of the measure from ARDOP budgett.5%

12. Financial plan, 2004-2006

Assistanqe_ to vocational trainin €, current prices Million HUF, current prices
land retraining ’ (€=255 HUF)

Year 2004 2005 2006 Total 2004 200p 2006  Totdl
Total cost 1492834 2131263 2761187 638528| 381 543 704 1624
Total public participation 149283h 2131265 2761187 638528 381 543 704 1624
Total EU assistance 1119625 1598447 2070890 478896 286 408 528 1221
ERDF assistance 0 0 0 q 0 0| 0 q
ESF assistance 0 0 0 q 0 0| 0| q
EAGGEF assistance 1119625 1598447 2070890 478896 286 408 528 1221
FIFG assistance 0 0 0 q 0 0| 0| q
Total government participation 37320 53281 690297 159632 95 13§ 176 407
Central government participation 37320 53281 690297 159632 95 13§ 176 407
Regional participation o 0 0 q 0 0| 0 q
Local participation 0 0 0 q 0 0| 0| q
Other public participation o 0 0 q 0 0| 0 q
Private funds to be declared

EIB loans 0 0 0 q 0 0) 0| q
Other private funds not to b

declared 165871 236807 30679 70947 42 60 78 181

* In the line of each measure the HUF amounts rdeative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rrogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator 255.
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13. Monitoring and assessment indicators

Unit Frequency
Type of Indicator Current Target Data of
indicator situation source .
measuring
Number of teachers having received further trainmedpted to EU person 0 230
(persons)
Number of organised training courses piege 0 800
Number of farmers having improved their farming Wiexge (and their person
X - 24,000
proportion) by training branches
e EU agricultural economy knowledge, CAP regulations person 0 20,000
e Environment protection,Good Environmental Conditioris. person 0 14,000Q
o] out of which: crop production, horticulture persan 0 8,000
0 animal breeding, livestock keeping person 0 6/000
Output e Animal welfare person 0 6,000 At the time
e Food-safety person 0 2,000 of checking
e ecological production, organic farming person 0 2,000 on
e business and farm management training person 0 4,000 ArRDA completing
 opportunities of alternative income earning person 0 1,500 each I
Number and proportion of young farmers (under 48rgkhaving received person vocationa
o e 0 7,500 training
further training and retraining roiect
Proportion of women out of farmers having receifadher training o % 0 15 Pro)
retraining
Number of Roma people taking part in agriculturairting person 0 900
Result Number of those having completed the training cesisiccessfully person 0 20,000
Proportion of those having completed the trainingrses successfully out jof %
- 0 83
the total number of participants
Increase of the number of those having OKJ qualifins person 0 15,000
Impact Improvement of the qualification of women living iral areas and of person
. o . 0 5,200
disadvantaged minorities (Romas) and of handicappegle.
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14. Horizontal objectives:

Environment The majority of planned training courses containowledge on
environment friendly and sustainable farming meth@s well as on the environmental
rules of agricultural production. Thus, as a resfiithe training courses, it is expected
that the pressure imposed on the environment badheulture will diminish.

Equal opportunity The equal opportunities are fully ensured asstased before.
15. Legal ground of assistance:

The measure is to be subsidised on the basis @lé\& Title Il, Chapter Il of Council
Regulation 1257/1999.
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[11.5 IMPROVEMENT OF PROCESSING AND
MARKETING OF AGRICULTURAL PRODUCTS

1. Measure: 2.1 Improvement of processing and marketing oicaiural products

2. Intervention area code:114 Improvement of processing and marketing of
agricultural products

3. Description of the measure:
Justification of the measure:

Food industry processes about 80% of Hungariarcaltwiral products, therefore
market competitiveness and efficient operatiorhefgtector is of basic importance both
for the entrepreneurs operating in the industryfandhose living on agriculture.

Only if appropriate development and investmentsraadised, does food industry,
which traditionally has qualified and experience@nmpower and good production
traditions, have a good chance to keep its exi§trgjgn markets, improve the standard
of local supply and provide predictable conditiemsl stable marketing possibilities for
producers.

Utilisation of opportunities is hindered by finaakitechnological and technical
problems and also by the little willingness of theterprises to cooperate, which is
targeted to be eliminated by the measure. The bwagective of the measure is to
improve the competitiveness of the enterprises. @iamce with EU standards and
economic viability are prerequisites of support.

Main strategic elements providing basis for the suza:

Technological modernisation ofood processing without increasing primary
processing capacities. Increasing concentratioallghto the liquidation of unutilised,
obsolete capacities. Improving efficiency and cottipeness, increasing the average
processing level of products, in order to improvarketing positions. Improvement of
the quality and safety of products. Reduction of impact on the environment,
increasing the efficiency of by-products and wasttisation. Establishment of sales
associations, production brand associations anébrmraly associations, provision of
necessary technical conditions.

Objectives of the measure:

Global targets:
« to improve the earning capacity of agriculturaldarction and processing,
¢ protection of environment,
¢ toimprove human health and welfare.
Specific targets:
« to improve the competitiveness of enterprises msiog agricultural products,
« to rationalise and improve the relation betweencessing, and the sales
channels,
« to improve food safety and the quality of food prots,
« to reduce the impact on the environment,
< to improve the working conditions of those workingood processing.
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Operational targets:

« development projects serving restructuring,

- development projects serving the improvement of enodation and the
reduction of production costs ,

e improvements serving the production of new, higlpeocessed innovative
products

¢ production development projects which help the &atag to various sales
channels,

« development projects related to food safety anditguiacluding organic and
ICM products,

+ development and modernisation projects within thec@ssing plants for
reducing the impact on the environment, aimingafbetter waste management

« development projects improving the working conditio

Description of the measure:

In order to achieve the targets non repayable a@agipport may be allotted to the
enterprises through application to cover theirielgg costs which are determined in
details in point 6 and in the call for application.

In the framework of the measure those developmeiitgeceive assistance that
reach at least one of the above targets. In thendnmrk of the measure all
improvements are eligible for support that areteeldo the processing and marketing of
the products listed in Annex | of the Treaty exdigitery products.

The supported investments cannot expand the exiptiocessing capacities at the
national level of those products on which Commorrkda Organisations impose any
restrictions or limitations. No support for enlargi storage capacities involved in
market intervention measures can be granted Supgpafso excluded or restricted for
sectors with surplus capacities and for productglwviklo not show sufficient market
prospects. The applicants should indicate theistgyj capacities and the planned
changes, as well as the capacity utilisation. Thise should be verified by AKII
(Research and Information Institute for Agriculiugconomics), and checked by
ARDA during evaluation of the applications and @sjpchecks of the projects.

As required by Regulation 1257/1999, for grantingmort under this measure the
processing units shall comply with minimum requiesnts in the field of environment,
hygiene and animal welfare. In Annex VIII.7. Talilés introduced which indicates the
minimum requirements to be respected according to the Hungarian legislation.

According to Regulation 817/2004 Art. 28(2) the ipérof grace which the
Member States may grant in which to comply with lyeiwtroduced standards may not
exceed thirty-six months from date on which thendtad becomes mandatory for the
small processing units. Table 2 in Annex VIII.708ls the end of such periods of grace.
At the same time, as the preamble of Regulation) (& 567/2004 states: “as a result
of accession, farmers in the Czech Republic, Eatofliyprus, Latvia, Lithuania,
Hungary, Malta, Poland, Slovenia and Slovakia nadestl with a large number of new
standards based on Community legislation which tieye to respect from the date of
accession or at the later date. It is essentiptdwide support to cover at least a part of
the cost of investments required to meet thoselatals.”
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Project types:
1% project type (‘small project’) that meeatach following conditions:

« sum of the eligible costs is between HUF 30 andrbdlion;

« it does not aim at increasing capacities that alpgest to restrictions;

« the applicant does not have another site in anathgion, or it is not a
member of a holding or group of enterprises thathstes/plants in another
region, and its market does not exceed the region.

These projects basically aim at modernization, owpment of quality, meeting

new regulations etc., and do not have any effegtthe structure of the given

sector.

The F'type projects shall be evaluated at regional level

2" project type (‘large project’) that meetsy of the following conditions:

< sum of the eligible costs exceeds HUF 100 million;

* it aims at increase of capacities that are sultfecestrictions, compensated
in parallel by the same or larger reduction in céya

« the applicant has another site in another regionit & a member of a
holding or group of enterprises that have sitesfglan another region.

These projects are in general of complex traity thgplementation has an effect
on the market conditions of the product chain anthle structure of the sector,
which exceeds regional level. During their evalmatprocess the situation of
raw material supply, the domestic and export mapkssibilities, as well as the
changes in processing capacities with special otdpethe so called sensitive
sectors and to those having excess capacitiescsbeuiaken into consideration
at national level. These points shall be evaluagdrally by ARDA.

Torolt: Market possibilities: 1
.7 Through the modernisation of food
************************************************************ processing the added value and the
o selection of products satisfying
Sectors eligible for support mass- and special customer
requirements can be S|gn|f|cantly
Within the main sectors listed belowinvestments related to processing products listed | increased and the selection of

. L. . . . ordinary and special products cal
in Annex | of the Treaty establishing the Europ€mmunity (Consolidated version, | pe imp,yoved_ Parallel (o the

1997) can be supported. rational_li_s_ation_of capacities,
possibilities will open for the
H . introduction of new products and
Sectors to be supported are the following: technologies through the
innovative investments. All this,
Meat together with the expected increase
¢ Meat processing in the food demand, create
. consolidated market possibilities.
« Production of meat and poultry products Competitiveness will also be
increased by e_xtensively and
Supported investments firmly establishing food safety

and hygiene requirements and b
L . . . . h ion of th f
Modernisation of the slaughtering, cutting and pssing technologies. | goodswhich are produced under

Establishment of the conditions of traceability, provement of quality and voluntary quality certification
. .- . system. During forecasting the
production safety. Improvement of competitivenessough the increase of marketing possibilities of the food

efficiency and the reduction of production cqsiacreasing the selection and ratio | products the expansion of the
R P S = Y T 3 domestic market can be expected,

of products that are under voluntary quality cexifion systems. Reduction of the | pary due to the increase of

impact on the environment, Improvement of the ctiois of by-product and waste*, | tourism. (Market possibilities by

sectors in details: Annex VII1.3)
management.

[ Torolt: Retaining the domestic

Excluded investments and foreign markets.

< Investments on the slaughter of cattle.
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* Investments that result in the increase of pig ghéering capacitiegxcept
where they are aiming at winding up of obsoletegiaer houses and replacing
them with the same or a smaller processing capagigncentration,
specialisation)

Investments that result in the maintenance of magt/itiesexcept if they are aiming
at the separation of slaughtering and processirdifigirent animal species (pigs, cattle,
sheep), provided that the original slaughteringacip will not grow.

Milk and dairy products

¢ Production of milk products

Supported investments

Improvement of efficiency and competitiveness idarrto retain domestic
market positions. Increasing of the selection offmioducts. Increasing the ratio of
high-processed products. Reduction of the impacthenenvironment through the
spreading of good production practice.

Excluded investments

* Investments related to the following milk productsisein, caseinate, lactose,
lactose sugar syrup, butter, butteroil, milk powaled whey powder.

« Investments related to the production of fresh potsl except: investments
aiming at the creation of innovative, new produtttat meet new customer
demands; the processing of organic and qualitdymts as determined by the
Community requirements.

¢ Investments that exceed the overall amount ofréference milk quotas that the
suppliers of the processing plant dispose with.

¢ Investments aiming at producing imitates or subisté of milk and milk
products.

Eggs and poultry

« Poultry meat processing
« [Egg processing

Supported investments

Modernisation of the slaughtering, cutting and pssing technologies.
Establishment of the conditions of traceabilitypprovement of quality and
production safety. Improvement of competitivenessough the increase of

efficiency and the reduction of production cogteréasing the selection and ratio pf - '{Tériilt: Retaining the domestic

products that are under voluntary quality certifima systems. Reduction of the andforeign markets.

impact on the environment, improvement of the ctowls of by-product and waste
management.

Excluded investments

« Investments that result in the increase of poudtagightering capacitiesxcept
where they are aiming at winding up obsolete sltrghouses and replacing
them with the same or a smaller processing capagityncentration,
specialisation).

* Investments that result in the maintenance of mixetitiesexcept if they are
aiming at the separation of slaughtering and piogsof different animal
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species (different kinds of poultry), provided thae original slaughtering
capacity will not grow.

* Investments that result in an increase of the natioverall capacity of egg-
processing.

Cereals

¢ Production of milling products

Supported investments
Consolidation of obsolete, small-size capacitiestaBlishment of a fewer modern,
highly efficient mills. Investments in complete hmf technology of min. 150 tons of
wheat pro 24 hours capacity (equipment and buildihgecessary). Modernisation of
parts of milling technology with replacing obsoleequipment. Strengthening
integration in order to improve quality and ensseeure basic material supply.

Restrictions

< Investments can be supported only if they aim tatriloute to a better
quality/efficiency and if they do not result in leasing the quantitative capacity
of the concerned factories except where an increase in capacity is
compensated by the same reduction in capacityy(@r larger size reduction) in
the same or another enterprise.

« Investments related to the reception, storage ayidglof products that result in
the growth of the overall capacity cannot be sufgmbexceptif they aim at
establishing a capacity necessary for and not ekegehe own basic material
supply of the mill.

Oil seeds

< Production of raw vegetable oil

* Production of refined vegetable oil
Restrictions

« All investments are excluded except investmentisezhin units with a capacity
not exceeding 5000 tons annually suitable for thedpction of traditional,
cold-pressed products of special quality that do nesult in the increase of
capacity except when capacities of the same oeflasigze are wound up at the
same or another enterprise.

Fodder
* Production of animal fodder

Supported investments

Establishing the conditions of traceability, sepiara of the production of feed for
ruminants from other feeds. Improvement of quah@gulation of feed components and
inner values. Reduction of the impact on the emvirent.

Restrictions:

e Investments can be supported only if they aim tatriloute to a better
quality/efficiency through animal breeding-feedimgegrations, and if they do
not result in increasing the quantitative capacitythe concerned factories —
exceptwhere an increase in capacity is compensated dydme reduction in
capacity (or by a larger size reduction) in the s@manother enterprise.
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* Investments related to the reception, storage ayidglof products that result in
the growth of the overall capacity are exclu@adeptif they aim at establishing
a capacity necessary for and not exceeding theb@sit material supply of the
plant.
Fruits and vegetables
« Fruit and vegetable juice production
* Production of other fruit and vegetable products

Supported investments

Improving the packaging and processing technologiesder to increase quality, food
safety, shelf life and added value of the produEistablishing traceability systems.
Development of innovative products of special cbi@ taking into consideration the
changing consumer demands. Strengthening théoredhip with suppliers.

Excluded investments

< Investments related to tomato paste, peeled torwadioother tomato products
that would increase the global capacity of the guiipulated in the relevant
CMO.

¢ Investments to market products supported by thit éimd vegetable common
market organizations.

Wine

* Wine production

Supported investments
Promotion of producers’ cooperation for the sakdaoje volume of even and quality
product supply. Promotion of the restructuring loé tsector. Improvement of quality
and the conditions of market access for keepingltdmestic consumers and regaining
the confidence of foreign consumers.

Excluded investments:

e The processing capacity shall not be increasedrukloe existing production
volume of quality wine.

« No investment aiming at producing table wine argilde.

Other products

« Production of spices

« Honey production

< Natural vinegar production
The restrictions above do not apply to investmethizt aim exclusively at the
improvement of the hygienic conditions, the animme&lth and the condition of animal
keeping, the quality and safety of products, theirenment protection and related
infrastructure. (‘Investments aiming at the welfafepeople and the safety of their
environment’ as per chapter 4 ‘Supported investsignt

Capacity
Each applicant has to attach to the applicatioredification of the Research and
Information Institute for Agricultural Economics KA) that confirms that:

a) The beneficiary fulfiled the requirement of Govesnt Decree 155/1998
(IX.30) concerning the obligation of the yearly ogjpon the capacities and
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b) The planned investment does not result in capasiyease, which is under
restriction

The last point is determined based on the followdoguments, which are handed
into theResearch and Information Institute for AgricultuEalonomics (AKII) together
with the request of capacity certificate by the applican

1. Insert to the request of capacity certificata, which the applicant details the
capacities, affected by the planned investmentgiwdiie qualified to be sensitive.

2. Official certificate on those expiring capac#jénstead of which the applicant wishes
to establish new capacities.

4. Supported investments
In the framework of the measure the developmernhefprocessing and marketing of
agricultural products can be supported, as listdavin

Investments aiming at improving competitiveness:

Restructuring
« to develop the economical production size of congsmnby increasing
production capacities and by the simultaneous danirggiof surplus capacities,
* developments promoting specialisation.

Modernisation and reduction of the production costs

* to modernise outdated technologies, replace maslineg equipment,

* to introduce new efficient technologies (with awiéo a better utilisation of
materials, place, energy, water and labour),

» to develop cold-stores, deep freezers, storagavanehouse capacities equipped
with air control system,

« to modernise, create primary by-product treatmertt processing capacities
connected to the technology,

« to establish measuring, checking and registerirgjesys necessary for a safe
and economical operation,

< to introduce integrated corporate management sgst@imveloping/introducing
technical (IT) background for integrated corpoma@nagement systems).

» Production of new products with a higher value adde ~{ Terolt: <i>1

< to introduce environment protective technologies ttee production of new
products, install up-to-date machines and equipment

« development of technologies for producing ‘heattbds’,

» development projects aiming at adopting new, mogacking systems,

< development projects assisting the corporate intimvactivity,

Adaptation to various sales channels
¢ tointroduce flexible production systems,
e up-to-date finished product store and dispatchesyst
¢ to create the technical conditions for the opermatmf sales associations,
production brand associations and regional logag&ociations.
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Investments aiming at the welfare of people and theafety of their environment:

Development projects related to food safety andiguancluding organic and ICM
products
* investment projects for providing safe conditions producing foodstuffs
(purchase of non-technological equipment and dseyioceitdoor-, area-, wall-
and other covers, reconstruction of plants) witbcs regard to the compliance
with the Good Hygiene Practices Manual,
< introduction of systems for the identification,dirag and withdrawal of products
(certain components), creation of the technicablimns of quality certification
e putting raw material qualifying systems into op&nmat and improving the
existing ones,
« establishing and developing on-plant laboratorievisg the performance of
quality and food safety tests, procure measuring ahecking appliances,
foreign material detectors .

Development and modernisation projects within thecessing plants serving for the
abatement of the load imposed on the environmeng better reduction recycling and
management of wastes
¢ investment projects serving for preventing and iagahe pollution emitted into
air, water and soil, and the noise load,
« for preventing and minimising the production of vess
« for managing, processing and recycling wastes.

Improvement of working conditions
< investment projects serving safe performance ofkwibre protection of health
and safety of the workers and the improvement akimg conditions,
< development projects serving the in-house vocatitvaaing/further training of
staff. (Purchasing equipment and fitting up space faniing of employees {e.qg.
training relating hygiene, safety, working methéelsinics/technologies applie

in the plant etc})

5. Form of assistancenon-repayable capital support.

6. Rate of assistance

Share of EAGGF within public funds: 75%.

In case of investments aiming at the improvememofpetitivenessshare of public
funds shall be 40%.

In case of investments solely aiming at the impr@r of welfare and safety of people:
share of public funds shall be 45%.

For investments in firms, the contribution from BAGGF may not exceed 35 % of the
total eligible cost.

The upper limit of the total assistance for one jggb HUF 500 million
(€ 1960 thousand).

The part of eligible costs that are in excess efaksistance must be financed from own
sources. The total amount of own sources may doofséxternal sources (e.g. loans).
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Eligible costs:

a) construction and acquisition of real property etiakrio the investment,
except for land purchase; modernisation, expanaiwh reconstruction of
real property,

b) purchase, and installation of new machines and pegemt, including
computer software,

c) general expenses, such as fees of architects, esrgirand consultants,
purchase of feasibility studies, patents licenceaddition to the expenses
referred to in clauses (a) and (b) and up to notemban 12%. For the
development of new technologies as referred tackr25(2), fourth indent,
of Regulation (EC) No 1257/1999, the ceiling carirtmeeased up to 25%.

7. Criteria for the selection of projects
Eligibility criteria:

SpeC|aI eligibility criteria related to the applicants:
The plant involved in the investment shall complghvthe food hygiene, animal
welfare and environmental prescriptions. (The r@fgwnational legislations are
harmonized with the Community legislation).

¢ Reports and data presenting the actual situatiah mam-term targets of the
company justify the viability of the company. Irder to determine viability, the
followings are examined and evaluated: the prodactcondition of the
enterprise, raw material supply, the position dé squality policy, the position
of environment and employment, the financial-ecoiconndices of the
enterprise (the earnings after taxes of the twwipos closed business years,
ratio of own capital within resources, rate of Idjty, asset proportional
profitability, own capital proportional profitabiyi, labour proportional
undertaking income).

« The applicant has no unfinished project assistedhi& framework of the
measure: No new assistance contract may be contluile the beneficiary of
the assistance till his/her preceding project &esisn the framework of the
measure is closed except that a supportable ineestis implemented in joint
venture. In this case it is accepted if a jointtpar- whose share in the
partnership is not bigger than 25 % has an unfédsiproject within the
framework of ARDOP. The above statement does nqilyinto unfinished
projects supported under the SAPARD programme.siinvents once supported
by the SAPARD programme cannot be supported un&n@P.

« Applicants should respect the pertinent provisiohthe European Communities
and the Hungarian legislation on the security @workplace.

* no aid may be granted in respect of work begunctiviies undertaken before
an application for aid has been properly submittedRDA.

Special eligibility criteria relating to the application:
« The application shall comply with at least onetw dbbjectives listed in point 3.
« The investment project should contribute to thermupment of the situation of
the particular agricultural production sector. foald provide an appropriate
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share of the economic profit for the producers akit products (Council
Regulation 1257/99 Article 26, Paragraph (2)). Thiay be verified by the
following: contractual agreements, preliminary caots, letters of intent
concerning the supply of raw material.

< If the project is operated by an agricultural proetulicensed to carry out
processing activities he/she must purchase more2&o of the consumed raw
material from another primary producer. (In theeca$ projects operated by
producer sales organisations and co-operativesdngition does not apply).

« The applicant must provide sufficient evidence theppropriate sales
opportunities are available to the products coreettyy the development project
(Article 26 (3) of Council Regulation 1257/99). Shnay be verified by means
of the following: contracts, preliminary contractefters of intent with the
distributors, in the case of new products markedyemes and forecasts prepared
by official or professional organisations, markehalgses prepared by
independent expert.

* The investment project should aim at processing aalling agricultural
products — listed in Annex | of the Treaty estdbilig the European Community
— that originate from the member states of the ge@o Union.

« The investment should comply with the restrictiar limitations resulting
from the CMOs and the structural and market pasitiof the individual sectors.

* Investments of retail level are not eligible fopport.

Selection criteria;

Selection will be carried out on the basis of eadbn of the project documents
provided by the applicant and by the final rankasga result of the scoring system.

During selection, evaluation and scoring appligatidhe following criteria shall be
considered:

1. Evaluation of present situation and mid-ternge#s of the company

¢ production conditions and development strategy;

* raw material supply;

« market possibilities, marketing strategy;

< quality policy, quality strategy;

e environment protection, environment strategy;

e economic, property and financial status and styateg
< human resources, human strategy;

2. Evaluation of the project

« Existence of management/professionals responsibim&naging the project;

» Justification of the investment;

« Meeting the operative objectives of ARDOP;

¢ Content and up-to-dateness of the investment;

« Economic/financial evaluation of the investmentiesfor money, returns etc.)

< Link with other projects;

< Sustainability of the project;

e Horizontal issues: impact on the environment, éngé&aving jobs, equal
opportunity.

3. Sector/national level evaluation of large prtgec
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¢ Impact of investment on national level processiagacities;

« Evaluation of domestic and export market possiediof the investment related
products;

« Harmony between geographic location of the raw rateroduction and the
processing plant;

« Impact of investment on regions of different uneoypient conditions;

« Displacement — checking the possible negative &ffat regional or national
level of the investment (due to the support, disptaent of other viable
enterprise in the field of raw material, marketadyour);

< Reality/risks of financial feasibility.

The evaluation of small projects shall be done upoimts 1 and 2, the evaluation of
large projects shall be done upon points 1, 2 and 3

8. Intermediate body: Agricultural and Rural Development Agency

9. Recipients (Beneficiaries): Eligible for support are legal entities, economic
organisations without legal entity and their asatons that are registered and operating
in Hungary, if the assisted investment is realiseHungary and that have a licence for
operation in the agricultural processing sectoxsdpt the processing of fish) listed in
Annex |. of the Treaty and complies with the nadibrequirements.

Registration does not involve any requirent of ordility or residence in Hungary but
only the establishment in the country. The estabient is fulfilled either via a primary
establishment (registered office, central admimistm or principal place of business)
or a secondary establishment (agency, branch orsididrity) at the settlement
concerned by the project.

10. Final beneficiaries: Agricultural and Rural Development Agency.
11. Share of priority/measure from ARDOP budget:14%
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12.Financial plan, 2004-2006

Improvement of processing and - i
marketing of agricultural €, current prices Million 'E'é‘i;sgu:sgt) prices
products

Year 2004 2005 2006 Total 2004 2006 2006 Total
Total cost 13839815 19758580 25598500 5919689| 3529 503§ 6528 1509
Total public participation 13839815 19758580 25598500 5919689 3529 5038 6528 1509
Total EU assistance 10379861 14818935 19198875 4439767 2647 3779 4896 1132]
ERDF assistance 0 0 0 q 0 0 0 q
ESF assistance 0 0 0 q 0 0 0 q
EAGGF assistance 10379861 14818935 19198875 4439767| 2647 3779 4894  1132]
FIFG assistance 0 0 0 q 0 0) 0 q
Total government participation 3459954 4939645 6399625 1479922 882 1260 1632 3774
Central government participation 3459954 4939645 6399625 1479922 882 1260 1632 3774
Regional participation 0 0 0 q 0 0 0 q
Local participation 0 0 0 q 0 0 0 q
Other public participation 0 0 0 q 0 0 0 q
Private funds to be declared

EIB loans 0 0 0 q 0 0 0 0
Other private funds not to be

declared 20759728 29637870 38397750 8879534| 5294 7558 9791 2264

* In the line of each measure the HUF amounts déeative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rmogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator 255.
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13.Monitoring and assessment indicators

Type of

Data

Current

. Indicator o Target
indicator source | situation
Number of accepted applications (pcs) ARDA 0 200
Number of assisted projects broken down accordiragperational targets (pcs) ARDA 0
» development projects serving restructuring ARDA 0 20
» development projects serving the improvement afdennisation and the reduction |&fRDA 0 55
production costs
» improvements serving the production of new, higirecessed innovative products ARDA 0 35
» production development projects which help the tatam to various sales channels ARDA 0 15
» development projects related to food safety anditguacluding organic and ICM products | ARDA 0 35
» Encouraging the better utilisation or eliminatiohby-products and wastes development ghidDA 0
modernisation projects within the processing plafds reducing the impact on the 25
environment, aiming for a better waste management
» development projects improving the working condisio ARDA 0 15
Output Number of assisted projects broken down accordirggttors (pcs) ARDA 0
. Meat ARDA 0 45
* Milk and dairy products ARDA 0 25
* Eggs and poultry ARDA 0 30
e Other animal products ARDA 0 5
» Cereals ARDA 0 15
¢ Oil seeds ARDA 0 5
» Protein seeds ARDA 0 10
¢ Wine ARDA 0 25
» Fruits and vegetables ARDA 0 30
« Other products ARDA 0 10
Result No. of supported enterprises ARDA 150
Impact Increase of the gross added value at the entesprigdementing developments (%) ARDA 2
Increase of value of agricultural products purcdsgenterprises supported (%) ARDA 6
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14.Horizontal objectives:
Environment: Observance of environmental regulations is ankglity criteria.
The assistance level of environmental investmeojepts will be higher.

Equal opportunity:In the interest of the improvement of women, Ropeaple and
disabled people, those applicants that schedulerttpdoyment and/or the improvement
of working conditions of the concerned target guptheir employment plans could
be given two point in a hundred-point scoring-syste

In the case of the national and regional levelguigj that improve in the first place
the employment of Roma people a supporting dedaterafiven by the county network
of State Roma Self-Government, in the case of mégion and settlement level
projects a supporting declaration given by the Lé&tama Minority Self-Government
could be meant an advantage. In those microregiett®ments where doesn't exist
Local Roma Minority Self-Government, those applisawho intend to apply for
applications in connection with the employment ofmi& people could request a
supporting declaration from the competent countiwoek of the State Roma Self-
Government.

15. Legal ground for assistance

Articles 25-28 of Council Regulation 1257/1999.
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11.6 EXPANSION OF RURAL INCOME EARNING
OPPORTUNITIES

1. Measure: 3.1 Expansion of rural income earning opportunities

2. Intervention area code:

1304 The marketing of quality agricultural produ@5%),

1307 Diversification of agricultural activities aadtivities related to agriculture (45%),
1310 Encouragement of tourist activities (20%),

1311 Encouragement of craft activities relatedaronis (10%).

3. Description of the measure:

Justification of the measure:

In rural areas, the number of job opportunitiessimig agriculture is low, which is
worsened by that employment within agricultureeiducing. The employment situation
in rural areas is worse than the national averagghér rate of unemployment). The
income level in agriculture is the lowest amongealbnomic sectors and the differences
are growing. The level of processing and local dddgslue of agricultural products is
low, the range of products is poor and the charisties of the areas enabling product
diversity (energy plantations, region-specific prot$). The quality of local products is
uneven and low, there are few local products hagjaglity certification. Marketing
channels for local quality agricultural product® anissing. The standard of product
marketing and producers’ marketing knowledge isrpdtie utilisation of landscape,
natural and cultural values of the rural areagdarism is low. The quality and capacity
of village accommodation and tourist services v&.[galuable artisan traditions are still
existing in rural areas the preservation of whigha ivital element of tradition keeping,
employment and the area’s individual character.

Target of the measure:

Global targets:
e to preserve and create jobs,
¢ to maintain and increase the economic viability #relincome/revenue level of
rural enterprises,
» to create wider sources of income earning oppaiami

Specific targets:
* to develop the quality and range of local prodseis/ices,
< toincrease the efficiency of marketing,
< toincrease the local products’ added value.

Operational targets:
< to diversify agricultural activities:
» to develop the production and processing of higaligulocal agricultural,
(food and non-food) products, encourage the praoluct quality products,
< to market quality agricultural products,
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- to establish and develop the marketing instrumani$ sales channels of
local quality agricultural products (food and narod),
< to develop tourist, craft and small-scale induktivities,
« to develop craft activities,
+ to develop rural and agricultural tourism.

Description of the measure:

The measure focuses on rural areas in the narrgemse (settlements with a
population density less than 120 head$/lemwith a population less than 10.000). The
measure aims at expanding the range of agriculun@inon-agricultural activities, with
special emphasis on specific, excellent qualitydpots that are not necessarily of
agricultural kind, and the production and procegsififood and non-food products and
on improvement of the marketing possibilities a&f firoduced goods.

Geographical coverage of the measure:

Eligible settlements are whose population dengigschot exceed 120 personsfkm
and whose population does not exceed 10,000 perfldes of eligible settlements is
included in annex VIIl.4.).

4. Submeasures
4.1 Submeasure: Diversification of agricultural adlities:

Intervention area code: 1307 - Diversification ajreultural activities and activities
close to agriculture, to provide multiple activiier alternative incomes

Activities:

1.) Development of small-scale production of regipecific, market niche
products, including: food and non-food, (amongsiciwhrenewable energy crops) as a
new activity within the farm.

The following products are eligible for support:

« Minor animal rearing

« mammals (bred for food, sport, hobby (except feirtfur)

< birds (for food, sport hobby)

« Game breeding (except game park, game preserve)

¢ Herbs, spice and aroma plants (collection, growprgparation for sale, except
for red pepper)

« Plantations: walnut, chestnut, peanut, almond,acuyrraspberry, blackberry,
elderberry, gooseberry, traditional species (inetudh the list of Traditions —
Tastes — Regions as traditional species) of cheoy, cherry, plum and apricot.

« Mushroom (collection, preparation for sale)

e Snail (breeding and preparation for sale)

* Forestry by-products and other plants (collectind preparation for sale)

e Other forestry fruits: cranberry, buckthorn, whi¢elm, cornel cherry, quince,
medlar, rose (rosehip), lavender (collecting, grayvipreparation for sale)

* Energy plantations

* - perennial herbage: Hungarian brome, reed carragsgChinese reed

« - woody energy plantations:
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¢ Energy wood

* Energy wood plantation

* recropping energy wood plantation

= shooting energy wood plantation

The characteristics of the supported new activities small-scale, labour intensive,
resulting other then agricultural mass productse products eligible for support under
this submeasure are listed below and excluded fngpport of measure "Investments in
agricultural holdings"

2.) Development of small-scale processing of rawteme for food and non-food
products, widening of the selection of productss-far as some food products are
concerned, due to an integrated approach beingwetl, which would make it difficult
to split the diversification projects. General regment that minimum 20% of the raw
material of processed products should come fromth@nofarm, or processed
collectively with the co-operation of farmers. Inyaevent, for farm investments the
same eligibility conditions as of the measure "lstneent in agricultural holdings” will

apply.

3.) Improvement of product quality, design and @aikg (development of packaging
technology, design and improvement of appearantieg. aim of the support is to
comply with binding standards and the quality ¢iedtion systems for SMEs.

4.) “Product development by improving product qiyaliintroducing new quality
schemes, brands, trademarks, setting-up of prqmodiiction demand systems (Terms
of References) and ensuring the compliance withettisting ones recognised at the
European level (Council Regulation 2081/92 and 288pand at the national level (for
which the criteria indicated in Council Regulatibn83/2003 will apply)”. According to
the text of ARDOP above development projects cariogr food-products already
having registered under one of the shemes below.

Quality schemes regulated in Hungary in accordanith Commission Regulation
(EEC) No 2081/92 (EEC) No 2082/92 and (EEC) No.220991:

a.) Act 1997/XI on the protection of geographical tations and designations;
implementing rules: 78/2004 Gov. Decree, 16/200isfiy of Justice
Decree

b.) 58/2004. MARD Decree on the specific charactemfgnicultural products and
foodstuffs (by Hungarian wording of the legislaticispecial traditional
characteristics”)

The operational duties of certification system @weyed by MARD, in
assistance with the Hungarian Council for ProtectibOrigin.

c.) Traditions-Tastes-Regions collection,

The Traditions - Tastes - Regions programme wasclaed in 1998 as part
of the EU financed Euroterritoirs initiative aimingt enhancing the
collection and economic utilisation of traditionakea specific agricultural
products. The legal basis of the programme is tbe. Gsolution 87/1998.
(V.6.) on the detailed rules of protection of gexirical indications and
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designation of origin of agricultural and food puwots and MARD
Ministerial decree 1/1998 (1.12.) on the certifioatof traditionally special
characteristics of products. The above legislat@amsfully in line with the
Commission Regulation (EC) no 2081/92 and 2082/92.

The programme is professionally well based andctbe by a National
Council involving several MARD Departments, the igitural Marketing

Centre (AMC), other relevant ministries as welpagfessionals on the field
of catering and trade, tourism, media, food scieneathropology etc. The
programme was financed by the French Governmest,Pthare and the
AMC. The collection is being put together accordingeU rules with the
involvement of French and other EU experts.

d.) 140/1999 MARD Decree onthe organic production, commercialisation and
indication of agricultural products and foodstuifisplementing rule: 74/2004
MARD Decree

Support can be given to producers participatinguality assurance systems accredited
by the EU or at national level in accordance witle above EC regulations. The
conditions of national support do not make anyriggins to applicants from any EU
Member States (Article 28 of the Contract): thaggperts will be transparent and open
to all producersand in compliance with the principles indicatedd@ Regulation No
1783/2003.

Information, promotion and advertising activitiesynnot concern commercial brands
owned by individual company as promotion of an wilial product from a specific
producer.

4.2. Submeasure: Marketing of quality agricultural products
Intervention area code: 1304 - The marketing ofliggagricultural products

Activities:

Establishment and development of marketing instnimeand sales channels of
characteristically local, excellent quality agricwél products,

« support for the purchase of assets and/or spesd#iwices (not regarded as
current actual cost) helping the marketability abgucts acknowledged by
quality certification systems,

« establishing market outlets and networks specil@e the marketing of local,
high quality agricultural and handicraft products.

« marketing of quality agricultural goods through amgation of exhibitions,
fairs, collective (groups of individual producei@ving joint quality certification
or producers’, processors’ organisations), pamibgn, preparation of
publications, establishment and development ofssplints specialised in the
marketing of quality products etc.).

Regarding small processing units investing in ortercomply newly introduced
minimum standards Council Regulation 1783/2003 tdragl. a, 13) paragraph will

apply.
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4.3 Submeasure: Encouragement of tourist and cra#fictivities

Intervention area code:
1310 - Encouragement of tourist activities,
1311 - Encouragement of craft activities relatedaions

Activities:

1) Encouragement of craft activities:

purchase of machinery and other equipment of haaftlienterprises, product
development, marketing,

development of marketing activities in order to noye market access and sales
opportunities (marketing material, publications)etc

establishment of demonstration workshops,

2) Encouragement of rural tourism:

development of existing private rural accommodatiop to 10 beds per
accommodation), improvement of comfort rate,

establishment of new private rural accommodatiop (@ 10 beds per
accommodation),

establishment and development of rural tourist isesvdirectly connected to
private rural accommodation provision or farmingdivaty with special regard

to:

- traditional village catering and quality gastramo services, (except catering
trade: pubs, restaurants)

- angling-tourism services,

- development of wine tourism and cultural tourigimfrastructure of wine

routes, tasting places, advertising materials etc.)

- development of other sport and leisure-time #@s

The demarcation between this measure and the Redimvelopment Operational
Programme and the Economic Competitiveness OpagdtiBrogramme financed
from ERDF is as follows:

Handicraft activities:

The ARDOP supports micro and small enterprisesymugshandicraft activities
classified in Annex | of XVI law of 1994 (list ofdmdicraft professions). These
activities produce individual or small series proguwith small-scale method
and can be categorised as traditional handicmatk, draft, folk-art or industrial
folk-art. The eligible activities are listed in Aax VIII.5.

The listed activities are excluded from the EcomonC€ompetitiveness
Operational Programme. The Regional Developmentradipeal Programme
(OPRD) does not support development of such kind.

Tourism:

For the development of tourist accommodation thsisbd@or separation is
Government Resolution No. 110/1997 on the utilesati of private
accommodatioff for tourist purposes and Ministerial Decree nd1998 on the
categorisation of commercial and paying gtieatcommodation and on the

18 The category of private accommodation includes $wb-category, the paying guest accommodation
and rural accommodation

19 private accommodating activity with under 10 pio&accommodation in cities, in frequented resorts
and health resorts, in resorts or health resorts.
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qualification of rural accommodatiofisThese decrees form the legal basis for
the separation of commercial and rural accommodataiegories, on the basis
of which the exact separation of measures of tlee@®-s can be done.

* In the case of tourist accommodation ARDOP suppanmsfarm tourist
accommodation and “rural accommodation” that isgie accommodation with
a capacity of less than 10 beds in location othan tcities, tourist and health
resorts (frequented and non-frequented). The RagBavelopment Operational
Programme supports commercial accommodation. Beenyst development or
tourist activity is obliged to be registered and alified. One
activity/accommodation can only fall into one catggso that overlapping is
excluded.

In the case of the development of tourist servilRBOP supports services directly
related to the development of on-farm and ruraloaooodation defined above The
beneficiaries (rural accommodation providers, fashare excluded from the Regional
Development Operational Programme tourist relagedice development component.

5. Form of assistancenon-repayable assistance
6. Rate of assistance:

In the case of production and procession of touhandicraft and non-annex I.
Products (which are not included in Attachments\ild.5.) maximum support that can
be rendered to the beneficiaries falls under the rffdnimis” principle. The support
based on 69/2001 Commission Regulation can onlyih®En as “de minimis” support if
the measure allocates state support for activiidéch are beside production,
processing and marketing listed in Annex | of tbatcact.

Diversification of agricultural activities: (4.1 submeasure)

For investments in firms:

Share of public funds within the total eligible to85%.

The share of EAGGF within public funds: 75%.

For investments in firms, the contribution from BAGGF may not exceed 35 % of the
total eligible cost.

Maximum total eligible cost of the development ase of investment: HUF 30 million
(€ 117 640)

Marketing of quality agricultural products (4.2 submeasure)

For collective developmenshare of public funds as a general rule 80% efttital
eligible costs. The share of EAGGF within publiads: 75%.

In case of individual applicants for investmentsiims:

Share of public funds within the total eligible to$5%.
The share of EAGGF within public funds: 75%.

20 private accommodating activity with under 10 ptacé accommodation in other places than cities,
frequented resorts and health resorts, resorteatthresorts.
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For investments in firms, the contribution from BAGGF may not exceed 35 % of the
total eligible cost.

Maximum total eligible cost of development in cadenvestment: HUF 30 million (€
117 640), in the case of development not regardedzestment: HUF 8 million (€
31373)

Development of rural tourism and craft activities: (4.3 submeasure)

For investments in firms:

Share of public funds within the total eligible to$5%.

The share of EAGGF within public funds: 75%.

For investments in firms, the contribution from BAGGF may not exceed 35 % of the
total eligible cost.

Maximum total eligible cost of the development
- for development of rural tourism: HUF 20 milli¢é 78 431),
- for development of craft activities: HUF 30 nroli (€ 117 640)

Eligible costs:

In case of a submeaswdel diversification of agricultural activities:
Activity1-3:
« purchase of real property up to 10% of total céstewelopment
« construction costs of the refurbishment and recaogbn of existing buildings
and costs of building new ones, purchase of tecuydl machinery and
equipment,
« purchase and installation of technological maclinequipment, assets (except
passenger cars),
» first procurement of the sto€kup to maximum 20% of the total costs of the

tangible assets,

. - -] Torolt: permanent stock up to %
f

Yo Y TN P N N P T TN - maximum 20% of the total costs
» general costs: engineer fees, elaboration of plarpert fees, purchase of | e tangible assets,

patents and licences, notary, public procuremestsc@ne-time costs of tests
legally compulsory for introducing the product teetmarket and one-time cost
of quality certification up to maximum 12% of thetdl eligible cost of the
development project,

* costs associated with the marketing of the progyuetp to 15% of the eligible
total costs (market-survey, feasibility and mankgtstudy, design of products’
appearance, leaflets, product-specific mobile shgirardvare for fairsextra
costs arise from participation fee at osscasiaadkt fairs).

. Activity 4: _ -~ - Torolt: <#>sampling accessorie
for fairs, participation fee at
osscasional trade fairs).

2L One time procurement of stock that is needed aa groduction activity such as empties (reusable
assets for packaging and moving products, suctabetq boxes, battles etc.), labels etc. Due ¢oldiv
liquidity of the micro enterprises supporting thstf procurement of such material is essentiakaot s1p
small businesses.
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cost directly [inked -to -the -~development -of ~new -dficgitions; - brands,--
trademarks, setting-up of product/production demasys$tems (Terms of
References) in accordance with the relevant EUla¢igas

costs directly linked to national or Community leveecognition of
denominations of origin or certificates of speciftaracter.

In case of submeasu#fie2 marketing of quality agricultural products:

costs of the refurbishment and reconstruction abteyg buildings and of
building new ones for direct marketing of qualitpgucts

purchase and installation of, equipment, assetef#xpassenger cars),

first procurement of the sto€kup to maximum 20% of the total costs of the

tangible assets,

costs associated with the marketing of product(gkeluding promotion costs -
up to 15% of the eligible total costs (market syrvmarketing and feasibility
study, design of products’ appearance, leafletsdymt-specific mobile shelving
harware for trade fairs, sampling accessoresa costs arise from patrticipatign

.

Torolt: S

(

Torolt: raw material,

Torolt: first procurement of the
stock® up to maximum 20% of th

total costs of the tangible assets%

feeat occasiona| tde-fairs,). - Térélt: , participation fee

)

general costs: engineer fees, elaboration of plamgert fees, publfc”“ { Toréit: a

procurement and notary fees, purchase of patedticGances, one-time costs of

maximum 12% of the total eligible cost of the dexsghent project.

In case procurement of assets and/or servicesstngport the marketability of products
certified by quality standard systems, organisatioh exhibitions, displays, fairs,
preparation of display materials for uniform appaace at exhibitions, in case of
participation:

costs of procurement of equipment and assets regefss the organisation of
exhibitions, fairs and displays;

costs of preparation of publications for the margtof products and of
exhibition instalments;

certified by invoice costs of participation at ebitions, fairs and displays for
the marketing of products,

certified by invoice costs of procurement of seegichecessary for the
organisation of exhibitions, fairs and displays.

In case of submeasu#ie3 development of tourist and craft activities:

construction costs of refurbishing and reconstngcof existing buildings and
costs of building new ones ,

22 One time procurement of stock that is needed aa groduction activity such as empties (reusable
assets for packaging and moving products, suctabetf boxes, battles etc.), labels etc. Due ¢dldiv
liquidity of the micro enterprises supporting thstf procurement of such material is essentiakaot sip
small businesses.

24 One time procurement otock that is needed to start production activitghs@as empties (reusablé

assets for packaging and moving products, suctabetq boxes, battles etc.), labels etc. Due ¢oldiv
liquidity of the micro enterprises supporting thstf procurement of such material is essentiakaot s1p
small businesses.
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7.

in case craft activities, costs of on-site terramrections, park planting, car

parking up to maximum 20% of the eligible total ttodevelopment,

in case tourist development, costs of on-site leapisg, park planting, car

parking,

purchase and installation of equipment, assetsef#ypassenger cars),

first procurement of the stotkup to maximum 20% of the total costs of the

tangible assets,

_ - -] Torolt: permanent stock of first

costs associated with the sales of product(s), whtkir marketing, up to
maximum 15% of the eligible total costs (design apipearance, marketing
actions),

general costs: cost of engineering, expert and smilimg fees, notary, public
procurement costs, up to maximum 12% of the ekgibdtal cost of the
development project,

Criteria of the selection projects

7.1. Eligibility criteria

no public debts,

the place of the realisation of the project (inecas services the place of
residence or registration of the applicant) isaggd in an eligible settlement (see
list of eligible settlements in Annex 5.,

the applicant must comply with the rules concerrivgbeneficiaries,
verification of ownership or right for sole useféetive leasing contract for at
least 5 years) of the place of the realisatiorhefihvestment (not applicable in
case of services),

existence of licences and certificates required factivity and the
implementation of the investment. The permissionifivestment may include
according to the relevant regulation the certifmatbf the competent veterinary
and environment protection authorities on that #uo#ivity of the applicant
complies with the minimum environment protectiomguigements and, in the
case of food production, with the food safety anghiéne prescriptions.
Regarding small food processing units investingomer to comply newly
introduced minimum standards the compliance acngrtbh Council Regulation
1783/2003 chapter Vla, 13 paragraph will applytey €nd of the investment.
declaration of availability of own contribution,

the total investment cost and/or maximum assistaate do not exceed the
eligibility thresholds described in the measure,

verified economic viability based on business aratkating plans and balance
sheets for the previous three years,

Economic viability:

An enterprise is to be considered as economicadlgle in case it justifies that

procurement up to maximum 20
of the total cost of the tangible
assets,

!

the EBIT{the result of the enterprise before taxatiohany of the previous two - - | Térslt: =

years is not negative. In case of applicants withllacompleted business year
the EBIT of the completed business year is not tiegaln case of applicants
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with open business year the assessment of viakslitcpmpleted on the basis of
the balance sheet and planned result of the bsspias.

« the applicant or a permanent employee of the ammlipossesses at least
intermediate professional education (with OKJ (biadil List of Qualifications)
or OSZJ (National List of Professions) certificatiaccording to the regulation
7/1993 (XI11.30.) MUM® and the Act I. of 1985 on Education) and/or minimu
3 years verified professional experience,

< in case of nature protected areas, the permissfothe® competent nature
protection authority on the activity

« for the production of bio-products, the contract @mtrol with the certified
control organisation,

« the protection of health and safety of the workansl the improvement of
working conditions,

application for aid has been properly submittedRDA.

Further requirements in the case of agriculturabguct production:

¢ the product, the production of which is to be sufgmbis among the products
listed in the description of the measure.

« declaration of applicants that the activity aimeg the investment is new,
resulting new products.

Further requirements in the case of food production

e all conditions listed in ANNEX VIIL.7. fhinimum requirements) for the
environment hygiene and animal welfareshould be respected. According to
Art. 3 of Council Regulation (EC) No. 1257 Par. Bese the investment are
made in order to comply with newly introduced miomm standards relating to
the environment, hygiene and animal welfare, supgem be granted in order to
comply the new standards.

» the applicant’s declaration in case of non-qualifieod processing: that at least
20% of the processed products derives from andémer, or a valid cooperation
contract, that the activity to be supported is dbyehe collaboration of more
farmers,

Further requirements in the case of herb products:

¢ Compliance with the 37/1976 (X.29.) MT Regulatiantbe testing of herbs and
oils, their certification and monitoring, and 4/199.22.) 12. § Government
Regulation on operation of shops and conditionsoofimercial activities.

Further requirements for development of productsknasvledged by quality
certification systems, and in the case of procurdgmessets and/or services (not
qualifying as current actual costs) that promotee tmarketing of the products
acknowledged by quality certification systems

« compliance with the relevant Council Regulation882/92, 2082/92, 2092/91
and 1783/2003.

% This Decree keeps in order and regulates all tbfegsional certificates and qualifications carglven
in Hungary, and all of their conditions and paraenet

115

_ { Toréit: n




« compliance with the Act XI of 1997 on the proteotiof trademarks and
geographical marks

e compliance with the 87/1998 (V.6.) Government Ratioh on detailed
conditioning of geographical trademarks of agriatdt products and food

« compliance with the MARD Decree 58/2004 (IV.24)raegards the operation of
quality assurance system concerning agricultui@dycets and food products

« compliance with thel40/1999 MARD Decree on the organic production,
commercialisation and indication of agriculturalbbgucts and foodstuffs and
74/2004 MARD Decree on the implementing rules tbere

Further requirements for rural tourism development:

« Application can be submitted in eligible settlensedee Annex 4.) that are not
regarded as a health resorts or special recrebtiareas according to
Government Regulation 110/1997 (VI.25.) on utiiisatof private residences
for tourism or as shore settlements according toeXr2 of. Act CXII. of 2000.

« certificate of official registration by the locabtary as private accommodation
provider or the applicant’s statement that afteoatplishing the investment but
before starting operation he/she provides prodifedng registered.

< Further requirements for handicraft development

« the supported activity is part of the handicraftivaites listed under Annex
VIIL5 of the supported activities

7.2 Selection criterias:

« rational and justification of the need for the depeent,

* number of jobs created and preserved by the dewadnf

« proof of that, as a result of the development,abtévity of the applicant moves
towards higher quality and/or, as a result of tegetbpment, the range of the
activity or the selection of the products is to i

* increase of income of those directly affected eydevelopment,

» sphere and scope of the development, number oé thimectly affected by the
development,

« partnership and compliance with the micro-regioagricultural and rural
development strategy and connection to other glans,

+ pheasibility and rationality of the timing of thewklopment?

e organisation and authenticity of the managementpomesible for the
implementation of the development Positive impacttiee environment of the
development, environmental sustainability

* in case of developments equally scored, positifecefon women and least
disadvantaged social groups are favoured.

* in case of developments equally scored, develomnenplemented in the
settlements concerned by th& tadence of the Vasarhelyi-Plan (Act LXVII. of
2004. on implementation the increase of safetyista-valley and the rural and
regional programnme (improved Vasarhelyi-Plan) led toncerned area) are

2" The rural development managers of the micro regismould prove that the application does not
contain elements that have opposite affect on #gon than that included in the micro-region’s
agricultural and rural development programmes agatdy the MARD.

% The time schedule of the implementation of theettgyment is well justified and pheasible.
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favoured (only in the case of submeasure “Divaratfon of agricultural
activities”)
< Providing equal opportunity:

Equal opportunity is entirely provided. The subgdttapplications are selected under
equal conditions. When choosing from two applicadi@f the same qualification, the
following applicants are given preference: womesma people, handicapped people
and applications with a positive influence on thgp@yment of the people concerned.
Handicap is to be interpreted as a modified worlabdity, which is to be verified. In
case of Roma people applicants and applicantautidgrtake the employment of Roma
people, it is necessary to enclose a supportindadgion given by Local Roma
Minority Self-Government. Where doesn’t exist LoBaima Minority Self-Government
applicants have to apply for the above mentionetbdation from the competent county
network of the State Roma Self-Government. The iegidn increases the
correspondence to the aspects of the equal opjtyrtuherefore the chance of
obtaining the support in case of applications ef $ame qualification, if the applicant
takes the special demands of the above mentiormgbgrinto account in the phase of
project planning and realization and also if theliant proves access easily to the
physical environment.

8. Intermediate body: Agricultural and Rural Development Agency
9. Beneficiaries
General eligibility:

Natural and legal persons registered in HungargidRation is necessary in order
to identify all the beneficiaries and control tihepienetation of the measure (IACS). It
does not involve any requirent of nationality osidence in Hungary but only the
establishment in the country. The establishmenful§lled either via a primary
establishment (registered office, central admiat&in or principal place of business) or
a secondary establishment (agency, branch or sabsiyl at the settlement concerned
by the project.

Sub-measure 4.1registered small-scale agricultural producefstgrmed), private
entrepreneurs, micro- and small enterprises (aguprtb the Act XCV of 1999)
registered in Hungary and other legal entities cotidg agricultural activities.

Sub-measure 4.2private entrepreneurs, micro- and small enterprisenducting
agricultural (TEAOR® 01.1, 01.2, 01.3, 01.05, 05.0) or food-indust(HEAOR 15)
activities whose products already have or as dtresthe development will have one
or more of the below certificates:

< Traditions-Tastes-Regions

¢ geographical trademark

« certification of traditional and specific product
< state certification of organic production

« or other certification recognised in the EU.

2 TEAOR: National Registration of Activities and $@rs
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Application can be submitted by cooperations oroeissions with a valid
cooperation contract for at least five years inoadance with regulations. Individual
producer can also apply if the product is certiftedas a result of the investment going
to be certified by one of the listed certificatioException is made to activities aimed at
the development of sales premises specialised emtirketing of quality agricultural
products and activities aimed at the organisatfoexhibitions, fairs and displays.

Sub-measure 4.3:

- craft: private entrepreneurs, micro- and smalkmggrises, other legal entities licensed
for the activity,

- rural tourism: local resident natural personsygie entrepreneurs, micro- and small
enterprises (according to the Act XCV of 1999) klshed at the settlement concerned
by the project. In case of rural accommodation tgraent - the provider of the service
is a registered rural accommodation-provider ot lagicome by the completion of the
development.

Further condition among the beneficiaries of tduservice providers is that the
provider must cor]duct agricultural (TEA®RO1.1, 01.2, 01.3, 01.05, 05.0) or
food-industrial (TEAOR 15) activities and/or must & registered rural accommodation
provider.

10. Final beneficiary: Agricultural and Rural Development Agency
11. Share of the measure from ARDOP budget: 6,0%

% TEAOR: National Registration of Activities and $@rs
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12. Financial plan, 2004-2006

Expansion of rural income ) Million HUF, current prices
learning opportunities €, current prices (€=255 HUF)

Year 2004 2005 2006 Total 2004 2006 2006  Totql
Total cost 5909135 8436248 10929698 2527508| 1507 2151 2787 6445
Total public participation 5909135 8436248 10929698 2527508| 1507 2151 2787 6444
Total EU assistance 4431851 6327186 8197273 1895631 1130 1613 2094 4834
ERDF assistance 0 0| 0| q 0 0| 0 q
ESF assistance 0 0| 0| q 0 0| 0| q
EAGGEF assistance 4431851 6327186 8197273 1895631 1130 1613 2094 4834
FIFG assistance 0 0| 0| q 0 0| 0| q
Total government participation 1477284 2109062 2732425 631877 377 539 697 1611
Central government participation 1477284 2109062 2732425 631877 377 539 697 1611
Regional participation 0 0| 0| q 0 0| 0 q
Local participation 0 0| 0| q 0 0| 0| q
Other public participation 0 0| 0| q 0 0| 0 q
Private funds to be declared

EIB loans 0 0| 0| q 0 0| 0| q
Other private funds not to b

declared 656571 937361 1214411 280834 167 239 310 714

* |n the line of each measure the HUF amounts rdé&ative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rmogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator 255.
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13. Monitoring and assessment indicators

Type of . Current Frequency of| Target
indicator Indicator Data source situation | measuring (2006)
Number of supported applications out of which: 0 annually 730
diversification 0 220
marketing 0 240
Output tourism monitoring 0 180
handicraft 0 70
micro ventures g;g
SME
Increase of added value of products/services gettirmarket The average marketed- annually
from the supported ventures (%) value (marketed 20%
Result guantity average price)
the year before
submission
Number of jobs created and preserved out of which: 0 260
jobs occupied by women 150
Southern Plain o7
Northern Plain N 49
Impact Northern Hungary pplication, 44
. questionnaire 10
Middle Hungary 31
Middle Transdanubia
. 47
Southern Transdanubia 21

Western Transdanubia
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14. Horizontal objectives

Environment:A basic condition of the development projectshis tompliance with the
environmental minimum requirements verified by anharity. Development projects
that have a positive impact on the environment {gdsy-product recycling etc.) will
be preferred.

Equal opportunity:The equal opportunities are fully ensured as istasted in the
selection criteria.
15. Legal ground for assistance

Article 33 of Council Regulation 1257/1999
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[11.7 DEVELOPMENT AND IMPROVEMENT OF
INFRASTRUCTURE CONNECTED WITH THE
DEVELOPMENT OF AGRICULTURE

1. Measure: 3.2 Development and improvement of infrastructuetated to
agriculture
2. Intervention area code:

1301 Land improvement, amelioration: 10%

1308 Agricultural water resources management: 45%
1309 Development and improvement of infrastructure cotes: with the
development of agriculture: 45%

3. Description of the measure:
Justification of the measure:

Agricultural infrastructure is not consistent wittie changed ownership and land
use structure. No access is provided to certaiic@dgral areas, some plots can hardly
be approached. Most of the agricultural road neitveord the related infrastructure are
deficient and in a poor, neglected condition. Amltion and water development did
not follow the changes in the ownership and famucstire.

Irrigated and reclaimed/meliorated land has a lbare (the proportion of actually
irrigated area is 53,2% as compared to that of fiten accounting for app. 2% of the
total agricultural area). Water management strestuthat ensure stability and
calculability of agricultural production (replacentestorage and retention of irrigation
water) are missing. Besides, excess surface walsrcause problems: the multiannual
average inundation of land by excess surface waftésts 85 thousand ha, which may,
in extreme cases, approximate to 600 thousand resctinundation by excess surface
waters is very frequent. During the last 57 yeaeyd have only been 3 years (1973,
1976 and 1990) without serious land-drainage ojmerat In the past few years there
has been a shortage of financial resources fomthiatenance and development of the
drains above the ones owned and managed by thengoest (19% of the lengths of
the channels). 46% of the drainage network (1916@Dis owned by the government
but used by water management associations; mulfigpaown 4%, while 31% is
privately owned. It is typical that some areas amglangered by both floods and
droughts as well. There is no harmony between theagement of water surpluses and
shortages. In certain areas the degradation of(swmkion, deflation) is considerable:
erosion damages 2.3 million ha, mostly hilly aredsile the size of areas threatened by
deflation is about 1.4 million ha.

For a number of agricultural enterprises and faimsyfficient energy supply is a

major problem. At this moment, the utilisation @newable sources of energy (solar
energy, biomass, etc.) has not entered in the gpamgprama.
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In rural areas, the number of local markets andrguyp facilities endowed with
an infrastructure suitable for the local sale afdurcts is low, this is why most products
change hands in large towns and are then returmedral areas, which results in
considerable price rises.

The measure concentrates first of all on non-regeganerating investments,
moreover, generally, revenue-generating investmar@sot allowed to apply. In some
cases however, revenue generation is possiblentthiese cases (e.g. energy supply)
the rate of assistance is substantially lower tivanthe other submeasures. The
Intermediate Body (ARDA), in the course of evalngtithe applications, assesses
whether the given investment in infrastructure getes substantial net revenue on a
project by project basis. From the business plah the project description it can be
judged clearly if the investment directly generatelstantial revenue or not.

Objectives of the measure:

Global targets:
« toincrease the level of income and revenue of $aand agricultural enterprises,
< to improve production, living and working condit®m rural areas,
« to create and maintain jobs,
< to protect the environment and improve its conditio
Specific targets
* to improve accessibility and energy supply, spécr@newable energy to farms,
« to improve production and marketing conditions anlance crop security,
¢ to improve product quality,
< to improve irrigation water management,
Operational targets:
< to construct and renovate agricultural roads atede# infrastructure,
< to establish and develop energy supply to agricailforemises,
« to develop local markets and buying up facilitiwbplesale markets,
* to develop irrigation systems and waterwork faeiif
« to improve agricultural land, to make it suitabde éxtensive utilisation,
» to prevent, reduce or avert damages due to excefsges waters by improving
the conditions of the local public water managenfiecitities,

Description of the measure:

As a result of this measure and assistance thessagebackground infrastructure
may be created, which enables the farmers to iseresop security and production
efficiency, improve the quality and marketing obgucts as well as decrease pollution
at the same time. As a result, the often-lackingpfamnity between the land
ownership/use structure and the serving infrasireatetwork may be improved.

Geographical coverage of the measure:

This measure is horizontal, i.e. it is not limitedeligible rural areas in the narrow sense
according to Priority 2.
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4, Submeasures

4.1  Submeasure: Agricultural water resources manageent (1308)

Support is provided for the infrastructure for watacilities owned by local
governments and land users (which can be operatgtiebowners themselves or by
water management associations), to improve the@peance of such facilities, mitigate
water damages directly caused to farmers and hviatgrs and linked water habitats
into good ecological condition. This includes:

Activities:

4.1.1 Activity: Collective investments aimed at thedevelopment of irrigation
system$'

In the framework of construction and modernisation irrigation water supply:
ensuring water acquisition, storage (up to one ionillm®), transportation and
distribution, flow control, including the instaliah of stabile technologies, machinery
and the secunder electricity line and its accessoas well. Investments of water
management and supply facilities for irrigationaught prevention and water supply to
fishponds.

4.1.2 Activity: Collective investments of water darage prevention:

Establishment, development and renovation of aljural waters and water
management facilities for the prevention and amgrtiamages caused by the inundation
of excess surface waters, for the security of agitical production and for the
achievement and maintenance of the good ecologmadlition of waters and water
habitats. The supportable investments include 8tabéishment of new public water
management facilities (constructing drains, resesvaop the a capacity of one million
m?, facilities for the retention and flow controljviestments aiming at the improvement
of the capacity and operational safety of the @gstfacilities (expansion and
modernisation of pump stations, expansion of thesssection of drains) and the
restoration of the original condition accordingthe valid water management licence
(e.g. water-course dredging, renovation of str@gureconstruction of reservoirs).

In the framework of 4.1 Submeasure only collectimat-of-farm investments can
be supported that include transportation of iriatwater to farms. Transportation of
irrigation water within a farm is supported undee title Investments of farms.

The difference between Submeasures 4.1 and Azl iobjective of the activities.
If the primary objective of the Submeasure is aefilgyment investment, i.e. the
applicant want, for economic reasons, to improve tjuality or security of their
products by the development of irrigation, the agapit belongs to Submeasure 4.1.1. If
the basic objective is to prevent or avert damatesactivity belongs to Submeasure
4.1.2.

%1 Collective investments are developments whereotheers or managers of outskirt waters and water
facilities are cooperations or associations of adwiral producers, organisations involving several
producers and associations of local governments.
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4.2  Submeasure : Development and improvement of m#structure connected
with the development of agriculture (1309)

Activities:

4.2.1 Activity: Construction and rehabilitation of unnumbered roads (only
marked with topographical codes) specifically desiged for outskirt
agricultural and forestry purposes and of related nfrastructure:

Construction or reconstruction of dust-free or mheaitskirt roads (only marked
with topographical codes). Construction or recardion of ditches, gutters, hard
shoulders, bridges, culverts, drains and othelitiasi serving the drainage of rainwater.
Planning, permissions and opening to usage. Thpécapt is entitled to transfer the
mortgage to another of his/her own assets in ¢asadset subject to development is not
accepted as a subject of mortgage.

4.2.2 Activity: Establishment/development of the mdern energy supply to
agricultural enterprises, with special regard to the development of the use of
renewable energy’ by agricultural farms

Purchase and installation of technologies and machi for on-farm energy
production and distribution. Increase of capachgtwork development, designing,
licensing. Installation and distribution of elecity and gas from the network to farms.
Installation the connection to other heat networkenstruction of buildings and
facilities directly connected with the investmelnt.the case where the project is co-
financed by the applicant and the supplier and @siblished infrastructure (pipes,
transformers, cables) does not become the propéthe project owner (applicant), but
remains the property of the supplier the baseudppert (eligible cost) is only the share
paid by the applicant. This has no influence on fiet that all aids benefit the the
agricultural suppliers.The applicant must be alldwe put the mortgage on other asset
in his/her possession.

4.2.3 Activity: Construction, rehabilitation, modernisation and extension of local
markets

Construction, renovation and extension of local keer and buying-up facilities,
making them comply with the standards. Building aedovation of covered and/or
open-air market places, storage and warehousditgilwaste storage premises, rooms
for other services, public rooms and premises tdharities. Purchase of appliances,
machinery and technology (weighting, machinery sujpg loading and unloading
etc.). Establishment of the necessary infrastrectsiich as energy, water, parking
facilities, roads etc. Planning and procuremergesfmissions.

" Developments which are to use renewable energy hdvantage in project selection
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4.3 Submeasure: Land improvement, amelioration (130

Establishment and renovation of amelioration and pootection structures and
facilities serving the protection of agriculturateas from erosion, deflation and
leaching, carried out by the collective of sevefmimers (e.g. TESZ, BESZ). Such
investments are, for example: amelioration roadvog, gutters and their structures,
construction and maintenance of engineering strasturemoval of ravines, redundant
roads and ditches, terracing, planting of protectimwod beltg.

The demarcation with the activities supported by tERDF in the Regional
Development Operational Programme and in the Emwitent and Infrastructure
Operational Programme is as follows:

In the case roads:

ARDOP only supports the development of unnumbemads (only marked with
topographical codes) outside residential areaslewkRiDOP supports the development
of roads numbered with 4-5 digits and roads indessiial areas managed by the local
self-governments.

In the case of energy supply development:

ARDOP supports exclusively infrastructure relatedhte energy production supplying
farms and the related agricultural activities. éiher activities for energy production
are supported under the EIOP.

5. Form of assistancenon-repayable assistance

6. Rate of assistance:

As a general rule75% of the total eligible costs.

In case of construction, rehabilitation, modernieatand extension of local markets:
65% of the total eligible costs.

In the case of public investments in micro regitaisunder the % column of Annex 1-
2 and 4. of Gov. Regulation 64/2004.(1V.£2585% of the total eligible costs.

In the case of public investmerftscal governments) the rate of public participatis
100%.

In the case of energy supply:

For enterprises, as a general rule 50% of the tliglble costs and 60% in less
favoured areas. Where investments are undertakeyolyg farmers, these rates are
55% and 65% in less favoured areas.

%2 Not eligible as individual development only astpxra land improvement project.

% The annex referred contains the list of benefjciaicro regions of regional development. Benefigiar
micro regions are grouped into three main categorl§ socially-economically under-developed, 2)
structural changes in industry, 3) rural developm@&RDOP prioritise settlements belonging to micro
regions included in thé%column.
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In the case where the project is co-financed byathglicant and the supplier and the
established infrastructure (pipes, transformerblesd does not become the property of
the project owner (applicant), but remains the prgpof the supplier the base for
support (eligible cost) is only the share paidtwy applicant.

The share of EAGGF within public funds: 75%

Rates of EU participation (%):

General rule Local markets Public | Energy supply
investments in
micro-regions

On public 75 75 75 75
expenditure

On total eligible 56,25 63,75 75 37,5
cost

Maximum amount of support per project: HUF 80 roilli(€ 313 720), in the case
of activity 4.2.2 HUF 60 million (€ 235 254), adtiw4.2.3.: HUF 25 million (€ 98 040)

Minimum amount of assistance per project: HUF Oillion (€1 960)
Eligible costs:

» costs of real property purchase up to 10% of tted twst of development,

* costs related to the development, rehabilitatiod egconstruction of natural
establishments and artificial establishments (lingjs),

» costs of the purchase of technology, machineryljapges and equipméfht

* “network development contribution” paid by the dpaht as part of the total
investment cost,

< in the case of activity under submeasure 4.3. gatirag material and planting
of aboriginal vegetation as a one time investmiduat, is part of the project,

< operational and maintenance cost are not eligible.

¢ general cost: engineer's fees, public procuremert aotary fees, costs of
planning, costs of feasibility studies and desigagert and counselling fees,
costs related to authorisation procedures up to @P%e total eligible cost of
development.

7. Criteria for the selection of the project

7. 1. Eligibility criteria

¢ no public debts,

* the place of the realisation of the project is imiary

« verification of ownership or right for sole useféetive leasing contract for at
least 5 years) of the place of the realisatiorhefibhvestment,

34 under submeasures 4.1 and 4.3 the machinery aastligible for support if the macinery stay e t

ownership of the collective for at least 5 yearspération.

127



» the applicant must comply with the rules concerrirggbeneficiaries,

« declaration of availability of own contribution,

» total investment cost and/or maximum assistance dii not exceed the
eligibility thresholds described in this measure,

« all the necessary permissions and certificatiosiseld by the relevant authorities
(identified in detail as compulsory annexes)

¢ in case of activities under paragraph 4.2.2 thdieog or an employee of the
applicant possesses in relation to the activitea#d by the development at
least intermediate professional education (with OKNational List of
Qualifications), OSZJ (National List of Professipr®rtification according to
the regulation 7/1993 (X11.30.) MUM and the Act I. of 1985 on Education)
and/or minimum 3 years verified professional exgece.

» the water supply unit to be renewed or built skhallered at least 70 % by the
joint existing or new irrigation facility

< in the case of water development management davelois, permission issued
by the competent water management authority

« the protection of health and safety of the workansl the improvement of
working conditions

application for aid has been properly submittedARDA.

7.2 Selection criteria

General criteria

* impact area and extent of investment and the nuofitbiose affected,

* evidence regarding the proposed outcome, viabileypd economic,
environmental and operational sustainability of pmeject (personnel, physical
and financial conditions for maintenance/operatioim) the case of energy
supply for agricultural investments, developmerds the use of renewable
energy have priority

« conformity to the micro regional agricultural andgral development strategy,
connection with other projects.

¢ number of jobs created and preserved by the dewadnf

« necessity and justification of development,

« impact of development on the environment,

< reality and efficiency of the timing of the implentation,

e organisation and authenticity of the managementpomesible for the
implementation of the development,

» economic sustainability verified by financial plahoperation,

* in case of developments equally scored, positifecefon women and least
disadvantaged social groups are favoured.

* in case of developments equally scored, develomnenplemented in the
settlements concerned by th& dadence of the Vasarhelyi-Plan (Act LXVII. of
2004 on implementation the increase of safety etdivalley and the rural and
regional programnme (improved Vasarhelyi-Plan) led toncerned area) are
favoured

% This Decree keeps in order and regulates all tbfegsional certificates and qualifications carglven
in Hungary, and all of their conditions and paraenet
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Further criteria for activities 4.1.1., 4.1.2, 412and submeasure 4.3.

« conditions of farming (accessibility, energy suppigigation water supply, local
natural endowments, crop security and marketgpuit the farm will improve,

¢ quality of products affected by the development imiprove,
« the income of those affected by the developmerntimdlease.

Further criteria for submeasure 4.3.

* number of services and functions offered on theketar

8. Intermediate Body: Agricultural and Rural Development Agency

9. Beneficiaries
General eligibility:

Natural and legal persons registered in Hungargid®®tion is necessary in order to
identify all the beneficiaries and control the impétation of the measure (IACS). It
does not involve any requirement of nationalityresidence in Hungary but only the
establishment in the country. The establishmenfullled either via a primary
establishment (registered office, central admiat&in or principal place of business) or
a secondary establishment (agency, branch or sahiiyl at the settlement concerned
by the project.

In the case of activities under paragraph 4.1.1:

« associations of legal entities and economic orgaioiss without legal entity
« water management associations maintaining publiermmanagement facilities
according to Act no. LVII. of 1995;
In the case of activities under paragraph 4.1.2:

« water management associations maintaining publiermrmanagement facilities
according to Act no. LVII. of 1995;
¢ associations of local governments and/or assoomid farmers whose primary
occupation is farming and/or agricultural entregus owning or maintaining
water and water management facilities located eicalgural land;
In the case of activities under paragraph 4.2.14aR8:
< local governments, legal entities and economicrisgdions without legal entity
and their associations.
In the case of activities under paragraph 4.2.2:
» legal entities and economic organisations withoegal entity and their
associations.
In the case of activities under submeasure 4.3:

Associations of legal entities and economic orgaiogs
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10.Final beneficiary: Agricultural and Rural Development Agency

11.Share of measure in ARDOP budgeti2.5%

12.Financial plan, 2004-2006

Development and improvement - )
infrastructure  connected  with €, current prices Million I(-|€Li|;ggu|:r3r;t)pnces
agriculture

Year 2004 2005 2006 Total 2004 2006 2006  Tot
Total cost 12378082 17671719 22894839 5294464| 3156 4504 583§ 1350
Total public participation 12378082 17671719 22894839 5294464 3156 4504 583§ 1350
Total EU assistance 9283561 13253789 17171129 3970847| 2367 3380 4379 1012
ERDF assistance 0 0| 0| q 0 0| 0 q
ESF assistance 0 0| 0 q 0 0) 0| q
EAGGF assistance 0283561 13253789 17171129 3970847 2367 3380 4379 1012
FIFG assistance 0 0| 0 q 0 0) 0| q
Total government participation 3094521 4417930 5723710 1323616 789 1127  146( 3374
Central government participation 1679883 2398305 3107157 718534 428 612 792 1831
Regional participation 0 0 0 q 0 0 0 g
Local participation 1414638 201962% 2616553 605084 361 515 667 1543
Other public participation 0 0 0 q 0 0 0 g
Private funds to be declared

EIB loans 0 0 0 g 0 0 0 g
Other private funds not to b

declared 5304898 7573594 9812074 2269056| 1353 1931 2507 5784

¢ In the line of each measure the HUF amounts arieatide. Amounts calculated at 1999 prices
in the National Development Plan and the OperatiB®tagramme have been transferred into
2004 prices by using a HUF/Euro multiplicator 255.
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13.Monitoring and evaluation indicators

Type of _ o Frequency of
. Indicator Current situation Target Data source measurement
Indicator SN
(Periodicity)
Number of accepted applications (pcs) of which: - 560 Monitoring system annually
- roads 200
Output - energy 125
- water resources management, amelioratio 165
- local markets 170
Number of agricultural enterprises and settlemgents 2015 Monitoring system annually
affected by development of which
- municipality 305
- micro-enterprise 299
- SME 1360
- female entrepreneur (person) 40
Result - South Great Pla_in ggg
— North Great Plain
- North Hungary 3;3412
— Central Hungary
. 242
- Central Transdanubia 363
- South Transdanubia 161
- West- Transdanubia
Number of jobs created/maintained (pcs) of which - 100 Monitoring system annually
— jobs filled by women 30
- South Great Plain 22
- North Great Plain 19
Impact - North Hungary 17
— Central Hungary 4
— Central Transdanubia 12
— South Transdanubia 188

- West- Transdanubia
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14.Horizontal objectives

Environment: A prerequisite for developments is to ensure c@mpk with
environmental regulations. The reduction of envinental load as a result of reduced
transportation distance and the improvement of ciefiicy in irrigation water
consumption as a result of modernisation of iri@atsystems have a substantial
positive effect on the environment. The preventiml decrease of erosion, deflation,
excess surface water and flood risk, as well asirttrovement of agricultural land
improves the balance of the environment and thdityua landscape. This measure is
supporting the utilisation of renewable energy grieulture, as a result of which the
emission of greenhouse gasses and air pollutionredce.

Equal opportunities The measure improves the closing up of the lessuisd
settlements hereby indirectly the realization &f dégjual opportunity.

15.Legal ground for assistance

« Article 33 of Council Regulation 1257/1999
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11.8 RENOVATION AND DEVELOPMENT OF
VILLAGES AND PROTECTION AND
CONSERVATION OF RURAL HERITAGE

1. Measure: 3.3 Renovation and development of villages and eoi@n and
conservation of rural heritage

2. Intervention area code:

1306 Renovation and development of villages andeptimn and conservation of
the rural heritage

3. Description of the measure:

Justification of the measure:

* Gradual degradation of the rich intellectual, cdty man-built and natural
heritage of rural areas;

e Structural erosion of the cultural landscape anthllaccommunities, gradual
disappearance of natural and historic landscapgonents, growing alienation
and migration;

* Lack of exploitation of economic opportunities Ilginn the preservation and
development of natural and cultural heritage.;

Objectives of the measure:

Global targets:
» to reduce migration from rural areas,
* to improve living conditions in rural areas,

Specific targets:
» to improve rural settlement and environment,
» to preserve and renew man-built, natural and ailtugritage and local identity.,
* to preserve and renew man-built, natural and clltueritage and local identity.

Operational targets:

« to support investments aimed at improving villagaed their natural
environment, maintaining at the same time the woabicommunity and
economic functions and creation of new ones,

» to preserve and improve the condition of the natamd historic landscape, and
the landscape elements

» to form and develop community places

Description of the measure:

Through the activities assisted under this meathadiving environment and the
physical and aesthetic conditions of villages candserved and developed. Exploring,
acknowledging and conserving the values enhancecdfiective identity of local
people. The natural and man-built valuables, wikteirt acknowledgement and
maintenance, can be given new functions, which owagribute to the improvement of
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the local employment and income situation. It magnpensate the negative effects of
regional disparities and decrease migration.

Geographical coverage of the measure

Eligible settlements are the ones belonging taatlrainistrative category of the village.

4. Activities:

1) Revitalization and development of existing buildinfgr local multi-functional
purposes: external and internal renovation of linglsl , which impair the
appearance of a settlement for community and/orn@oic purposes,
establishment of multifunctional buildings, wittetmaintenance of function and
addition of new functions (except the compulsonycfions of the municipalities
(Act LXV. of 1990 on the municipalities) and prieahousing)

2) Renovation of buildings and elements of the setl@nstructure (at least three
units, which can be buildings, fences, monuments),etmaintaining or
improving architectural value.

3) Renovation of (historical/architectural) monumentsther buildings and
structures with a cultural value as well as ofdrisal and archaeological values.

4) Improvement and protection of natural values andddaape elements,
preserving landscape (renewal of alleys, terrae¢s, restoration of local
ecosystems, watercourses, brook/river channels,). efestablishment and
rehabilitation of playgrounds, community areas gneken areas for community
use.

Development shall be directed towards:

« renovation and internal modernisation of individoalldings,

« renovation of specific components of building compds,

- facade renewal and mass renovation,

- installation and renewal of street furniture,

« preservation of plants, new planting,

+ landscaping (establishment and renewal of greeasgre

« improvement and rehabilitation of natural and madmbrook/river banks and
other landscape components (e.g. stone walls), udmgy the
replacement/renewal of related structures,

« gutter cleaning, development and renewal of patisveayd walkways,

+ renovation of buildings that enrich public areadumons,

« installation and construction of information boardhsiilding decorations and
fences that fit into the landscape, preparation amstallation of other
information bearing and ornamental structures.

The demarcation between the measures of ARDOPh{fmafrom EAGGF) and the
Regional Development Operational Programme (financem ERDF) is as follows:

The basis for the separation is the administregte¢us of the settlements ARDOP
supports the development of settlements that belorthe administrative category of
villages, while OPRD supports the development ofite and cities.

Exceptions:

» development of facilities of tourist attraction kit world heritage sites are
excluded from ARDOP and supported exclusively flORRD irrespectively of the

134



status of the settlement. This will allow the coexpldevelopment of such sites
through the elaboration of integrated plans.

» development of castles, fortresses and museunmrsupmrted by OPRD not only in
towns but in frequented holiday and health resamt$ in holyday and health resorts
(list of settlements is the annex of Govt. Decrd®/1997). The reason of this
exception is that the cost of such projects is Meigh, and would exceed the
maximum limit of the village renewal project sizeARDOP.

* in case of National Parks or other nature consimvatdreas within frequented
holiday and health resorts, and in holyday andthaalsorts, OPRD supports tour
routes (pedestrian and bicycle paths, existing muetgs, existing narrow—gauge
railway lines not owed by forestry holdings) edimaél paths and visitor centres as
part of a more complex integrated development ohsareas. The support of these
activities in the defined settlements is excludedifthe ARDOP.

The demarcation with the measures of the Envirotirard Infrastructure Operational
Programme (EIOP), cofinanced by the ERDF, is abovd: ARDOP may support
activities for preserving and enhancing the lanpsaements belonging to the villages
as a village renewal project combining economic aadlogical purposes. It does not
envisage nature conservation activities and relatedstments within Natura 2000
sites, which are only supported by EIOP.

The measure shall not be apply concerning the taghieh are defined in the act
65 of 1990 on the self-government, about the eefoent of the binding self-
governmental tasks.

5. Form of assistancenon-repayable assistance

6. Rate of assistance:
For public (local governments) investments: 75 %heftotal eligible cost .
In the case of public investments in micro regidats under the 8 column (“rural

development”) of Annex1-2 and 4.of Gov. Regulaté@t2004.(IV. 15.)the rate of the
assistance is 85 % of total eligible costs.

In the case of public (local governments) investisd¢hne rate of public participation is
100% with the contribution of total EAGGF and natbsupport subject to a maximum
85% of total eligible costs.

For private investments in firms:
» 85 % of the total eligible cost for non-revenue@mating investments,
* 50 % of the total eligible cost for revenue geriagpinvestments.

Share of EAGGF within the public funds: 75 %.

Maximum amount of assistance per project: 60 milklUF (235 000 €)

No investment for economic purposes is eligible.tHeé applicant is private-law
company or enterprise, only the external renovatbtuilding(s) for improving the
appearance of the settlement is eligible. If throvated building is used for economic
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purposes/activities, be the the beneficiary publiqrivate, this represents aid which
should be granted under Commission Regulation ®/2 “de minimis” rule.

Eligible coss

In the case of construction-type developments:

purchase of property up to 10% of total assistance,

construction costs of the renewal, reconstructiomodernisation of buildings,
parks, costs of procurement and installation eé#s equipment.

general cost: costs of planning and design, pyisicurement and notary fees,
procurement of permissions, expert fees up to 12%otal eligible cost of
development,

permanent stock of first procurement up to maxim20fo of the total cost of
the tangible assets.

7. Criteria of the selection of projects

7.1. Eligibility criteria

the place of the realisation of the project isaitd in an eligible settlement, in
the case of non-investment development the placerevtthe applicant is
registered by the municipality as community,

the applicant must comply with the rules concerrirggbeneficiaries,
verification of ownership or right for sole useféetive leasing contract for at
least 5 years) of the place of the realisatiorhefibhvestment,

declaration of availability of own contribution,

total investment cost and/or maximum assistanee-dd not exceed the
eligibility thresholds described in this measure,

valid permissions and certifications of authoritielentified as compulsory
annexes for the launching and/or operation of #netbpment, or in case there
is no such obligation, a confirmation of this féim the relevant authorities
(from the construction authority in case of builgli{Not applicable in the case
of non-investment developments),

no public debts,

approval of the competent regional constructiorhauity to the renovation of
the built environment element or town unit to beewed,

permission of the competent nature protection aitthan case the natural
environment element to be developed is under natatection,

the protection of health and safety of the workansl the improvement of
working conditions,

application for aid has been properly submittedRDA.

7.2. Selection criteria

realisation of the preservation and improvementuahitectural, cultural and
environmental values,

realisation of the re-use of architectural , cdtand environmental values,
number of installed functions, from this the numlwérservices and places
directly improving the quality of the life of rurabmmunities,

the scope of the development
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+ evidence regarding the proposed outcome, viabileypd economic,
environmental and operational sustainability of tievelopment (personnel,
physical and financial conditions for maintenanpefation),

« partnership and meeting the micro-regional agniceltand rural development
strategy and connection to other plans.

- the rationality and efficiency of the timing of tdevelopment

« the necessity and justification of the development

+ the organisation and authenticity of the managemesponsible for the
implementation of the development

+ in case of application with the same evaluatior positive impact on the
situation of women and disadvantaged groups okspaire favoured.

Providing equal opportunity:

Equal opportunity is entirely provided. The subedttapplications are selected
under equal conditions When choosing from two apapilbns of the same qualification,
the following applicants are given preference: womeoma people, handicapped
people, young farmers and applications with a pasinfluence on the employment of
the people concerned. Handicap is to be interprateéd modified working ability,
which is to be verified. In case of Roma peopleliappts and applicants that undertake
the employment of Roma people, it is necessaryntdose a supporting declaration
given by Local Roma Minority Self-Government. Wheateesn't exist Local Roma
Minority Self-Government applicants have to apply the above mentioned declaration
from the competent county network of the State Ro8wlf-Government The
improvement of the public life is an important aspéherefore in the phase of the
evaluation it has to be taken into account whiclpliegtions can provide the
contribution to the public life of more target gasuor can increase the number of new
or further developed services in the framework oimmunity. In the case of
developments related to village renewal, in theighe®f community areas, special
attention must be paid to providing safe, comfdeamnd unobstructed arrangements
(e.g. ramps to walkways and stairs) facilitatingefrnovement and safe spending of
leisure time (mainly of women with small childrendaof people bound to wheelchair).
As a result of the measure the there will be anez®e in number and area of leisure
time and other facilities, that are safer, more fwotable and nicer environment for
children and disabled people.

8. Intermediate body: Agricultural and Rural Development Agency

9. Beneficiaries:

General eligibility:

Natural and legal persons registered in Hungargid®®ation is necessary in order to
identify all the beneficiaries and control the impétation of the measure (IACS). It
does not involve any requirent of nationality osidence in Hungary but only the
establishment in the country. The establishmenfullled either via a primary

establishment (registered office, central admiat&in or principal place of business) or
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a secondary establishment (agency, branch or sahiyl at the settlement concerned
by the project.

* Non-governmental organisations, foundations and ithegrations of the above
organisations; local governments and their asdonmt private entrepreneurs, small
and medium enterprises (according to the Act XC\I289).

10. Final beneficiary: Agricultural and Rural Development Agency
11. Share of the measure from ARDOP budgeB,5%

12. Financial plan, 2004-2006

Renovation and development - .
vilages and protection an €, current prices Million Hgi;g%“gﬁ? prices
conservation of rural heritage (€= )

Year 2004 2005 2006 Total 2004 200p 2006  Total
Total cost 3421078 4884148 6327719 1463294 874 124 1614 3731
[Total public participation 3421078 4884148 6327719 1463294 874 1245 1614 3731
[Total EU assistance 2565808 3663107 4745789 1097470, 654 934 1210 2794
ERDF assistance 0 0 0 q 0 0 0| q
ESF assistance 0 0 0 q 0 0 0 q
EAGGF assistance 2565808 3663107 4745789 1097470, 654 934 1210 2794
FIFG assistance 0 0 0 q 0 0 0| q
[Total government participation 855270 1221036 1581930 365823 214 311 403 939
Central government participation 855270 1221036 1581930 365823 214 311 403 939
Regional participation 0 0 0 q 0 0 0 g
Local participation 0 0 0 g 0 0 0 g
Other public participation 0 0 0 q 0 0 0 g
Private funds to be declared

EIB loans 0 0 0 q 0 0 0 o
Other private funds not to bq

declared 38012 54268 703080 162588 97 13§ 179 414

* In the line of each measure the HUF amounts decative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rmogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator 255.
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13. Monitoring and evaluation indicators

Frequency of

Type of Indicator Current Situation Target Data source measurement
Indicator (periodicity)
Output Total number of accepted - 210 Monitoring system annually
applications (pcs) of which
— renovation of buildings 153
— green areas in and
around villages (pcs) 40
- landscape and the
landscape object 17
Result Number of villages affected py - 200 Monitoring system annually
the development (pcs)
Impact To what extent and how has the - gualitative indicator | Questionnaires. Tardetery second years
development contributed to the group: inhabitants aof

increase of quality of life?

the assisted settleme

nt

13¢




14. Horizontal objectives

Environment:A prerequisite is to ensure compliance with envinental and building
regulations/specifications. The reconstruction afilthup green areas, nature and
landscape elements will improve the quality of #revironment. The renewal of the
green areas and the built environment will creab@lance between the natural and the
man-made environment, which aims at the creatianrbre liveable living area.

Equal opportunities:The equal opportunities are fully ensured as istated in the
selection criteria.

15. Legal ground for assistanceCouncil Regulation 1257/1999, Article 33.
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[11.9 LEADER+

Measure: 3.4 LEADER+

2. Intervention area code: in the framework of theLEADER+ measure some othe
activitiesare targeted to the preparation and training optitential local action groups,
transfer of information, which activities do notapea code in Commission Regulation
438/2001.

The content of the development programs of thel lacton groups will determine
the intervention codes. According to Commissionito2000/C 139/05 any activity is
eligible for support under LEADER+ that are eligihlnder EAGGF Guidance Section,
ERDF or ESF.

3. Description of the measure:
Justification of the measure:

Disadvantages of rural areas are worsened by tisoer of communities in rural
areas, lack of co-operation and partnership betvpedatic administration, enterprises
and the population. The communities are usually kiyearganised, community
participation is occasional, regions do not haveratteristic features, identities.
Development initiatives are isolated. This is wine tuse and development of the
internal sources is done on a low level. Besidask lof experience, knowledge and
innovation regarding the preparation of programnz®l projects is a general
phenomenon. The general aim of the measure is gingvithe necessary skills and
experience among rural communities in order to gwvthe Leader+ approach to local
development by implementing integrated rural depelent strategies at a local level
through local partnerships.

Objectives of the measure:

Global targets:
- to improve rural living and working conditions, lnding welfare,
« to contribute to the establishment of viable rucammunities and the co-
operation capacity and the related level of orgeius,
» to create new, sustainable income earning oppdadigsni
+ to preserve and create jobs.

Specific targets:

+ to diversify economic activities,

« to improve the competitiveness of local products,

- to develop new/higher quality services that compith the needs of the local
population,

« to provide appropriate methods and opportunities oimler to improve
community participation and local level of organisa for the purpose of rural
development,

+ to encourage involvement of local actors in theetigyment of the area, in order
to formulate and implement grassroots initiatives.
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Operational targets:

« to prepare the participants of regional communayoperations for the setting
up local action groups and appropriate operatiothef LEADER+ approach,
and for an active and efficient involvement inte ttEADER+ measure,

+ to formulate and implement rural development sgiate of a limited number of
appropriately qualified local pilot action groups,

« to develop co-operation between rural communitiethiv Hungary and to
develop co-operation between rural communities imgéary other Member
States,

+ to transfer achievements, experiences and expeatisk to make available
information and conclusions through networking.

Description of the measure:

The LEADER measure improves human, collective arwhemic mechanisms that
can mobilise the inner endowments of the rural sarfa the implementation of
programs elaborated with the involvement of thel@ommunities. This is a condition
of the sustainable, life quality focused developtmethrough which the hidden
capacities of the individual areas and the locahrmainities can be explored, and the
now missing human, economic and information netwarkthe local communities can
be established.

The LEADER measure is mainly linked to the measwifethe 3. priority (Article
33.), it complements and synthesize them into cempmlevelopments. Supportable
activities of the measure differ, by their natdfrem the activities of the other measures
or other operational programs. Their uniquenessearirom their collective planning,
implementation and operation, from their innovatheture, and from their aim being
the improvement of networking and co-operationgile activities can be grouped as
follows: 1) preparation of potential local actiomogps, elaboration of local rural
development plans in a limited number; 2) impleragan of a limited number of local
rural development plans; 3) improvement of the peration between regions through
the implementation of joint development projects) dAetwork development,
involvement in networks.

4. Activities

4.1. Acquisition of skills

Organisation of trainings related to the elaboramd implementation of LEADER+

type programmes, workshops, events, elaboratiostufies, manuals, elaboration of
integrated development strategies based on comynpaiticipation and partnership.
Information and training of the population to en@ge an active participation in the
development process, building representative lodavelopment partnerships,
methodological and administrative preparation fa planning and implementation of
Leader+ type measures, capacity building of comtydaaders, members of LAG and
consultants, preparation and dissemination of nustlegical material, on-going

consultancy, preparation of publications.

4.2. Pilot integrated rural development strategies

Support will be provided for the adoption and inmpéntation of integrated territorial
rural development strategies, of a pilot naturegppred by local action groups in
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accordance with the principles laid down in iteri@sahd 14 of the Commission Notice
of 14 April 2000 (such as the preparation of atlans, the establishment and support
of small businesses and so forth).

Support of the establishment and operation of l@cdion groups up to 15% of the
support provided for the implementation of the lacaal development plans.

4.3. Support for inter-territorial and transnationa | co-operation

The activity will be in accordance with the prinleip laid down in items 15 to 18 of the
Commission Notice. Support will not be given to simple transfer of experience and
information, as co-operation should aim at impletilgncommonly designed specific
joint projects.

4.4. Communication network development at Europeanpational and regional
levels

Setting-up of a national co-ordination unit. Invedvent of rural communities into

networks and ensuring the continuous and effecparation of the network.

I mplementation of the measure:

The four activities should be implemented in sygepmplementing and supporting
each other. Invitations for applications will bebfished at national level.

Activity 1:

Selection of the trainers: the Managing Authorityfmthe involvement of national and
foreign experts will carry out the preparation Ipplying the same public procurement
procedure as in Technical Assistance. The seledfidrainers will be carried out in the
second half of 2004. The method, criteria and tiai#e of selection is detailed in the
call for proposal and the Operational Manual. TRpegt team of trainers provides a
comprehensive preparatory programme of severalsamta from the second half of
2004 to first half of 2005. This activity (prepdeet) is available for any rural
community organisations or associations interestésl. subjects include general
information on the LEADER programme frameworks: s{gecial feature, approach,
regulation, as well as strategy development andraroming based on the partnership
principle. Based on the general training the landlatives can formulate their Local
Action Groups and prepare their draft local ruravelopment plans and submit it for
pre-selection. For groups not selected, preparatircontinue in order to enable them
to succeed in a repeated pre-selection in 200%arittipate in activity 2 by 2006.

The first pre-selection of LAGs will be carried dantthe third quarter of 2004, by the
National Selection and Monitoring Committee. Then@aittee is chaired by the

Managing Authority and composed by the experts lid Department of Rural

Development and related partner ministries and Nss@ganisations. The pre-selected
Local Action Groups will be further trained and iatsd at local level by the expert
team in co-operation of the Regional RD Officestloé Ministry (REVI). Subjects

include theoretical and practical training on pesgme development, community
building, partnership and networking, as well as the rules of programme

management and administration. The final elabanatibthe local rural development
plans forms an integral part of preparation. The-gelected groups undertake to
prepare their final (detailed) local rural develapr plans and submit them for
implementation for activity 2. in the first half ¢2005.
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The final selection of the LAG-s for activity 2 wibe based on their final local rural
development plans and their management capacitgct®m of Local Action Groups
implementing their local rural development planslemactivity 2 is organised at two
levels (regional and national). Transfer of knowgedshould be ensured for Local
Action Groups participating in activity 2. in therf of trainings and practical
counselling. This includes, first of all, the issuef management and administrative
control as related to the operation of Local Act@mups.

Activity 2: The selected Local Action Groups withplement their objectives set forth
in their strategies between 2005 and 2008. Thdleeétaules of implementation are set
in the Operational Manual for LEADER+ measure bgiag of the Operational Manual
of the ARDOP Managing Authority. In activity 2 thecal Action Groups are to carry
out the following activities: publicity, preparatioof call for proposals, project-
management such as administration, evaluation aojqgb-selection, decision on the
selected projects by the Local Selection and MoimigpCommittee and formulation of
the proposal for final approval the National Setttand Monitoring Committee. The
Head of the Managing Authority makes the final di&gi on project approval.

The LAGs carry out their tasks with the advisorgistance and legitimacy supervision
of the regional units of the Rural Development Dé&pant (Regional Rural
Development Offices, REVI).

The detailed description of the tasks and respditigib of the institutions concerned in
the implementation of the LEADER+ measure (inclgdithe Rural Development
Department and it's regionl units) is included lre tLEADER+ Operational Manual.
The main tasks are divided into to parts. One igiedh out by the LEADER+
Secreteriat operating within the Rural DevelopmBepartment. It's main task is to
assist the operation of the Managing Authority @ntg LEADER matters as well as
the national level decision—making committee byppréng proposals on the selection
of applicants based on the assessment of the RedRamal Development Offices. The
Regional Rural Development Offices carry out theeasments of the applications
submitted by the LAGs, provide professional andhiécal assistance for the operation
of the LAGs, control the LAG’s communication anchet activities of the LAGS,
providing professional connection between the applis and the Agricultural and
Rural Development Agency.

Contracting on approved projects, payments andrabof ultimate beneficiaries are
undertaken by the Agricultural and Rural Developtrisgency.

Local Action Groups operating in the framework cfiaty 2. may apply in 2005 and
2006 for Activity 3. by submitting special projedis be designed and implemented
jointly with other rural areas not participatingi ADER so far.

Activity 4) will be implemented on the basis of ahtic procurement procedure to be
published in 2004. Network construction and operais continuous.

5. Form of assistancenon-repayable assistance
6. Rate of assistance:

In the case of activities 4.1 and 4.4: up to 100%e total eligible costs
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In the case of activities 4.2 and 4.3: The assigtalates and the ceiling of assistanc
correspond to the assistance rates and amonts shthe type of activities of the other
measures of the programme apply for the developprejects.

- revenue generating investment: 50 — 65%

- non-revenue generating investment: 85%

- Non-investment type projects (training, networkir@)%

- Management costs of the LAG (15% of the total “dope”): 100%

In public investments (local governments) the aitpublic participation is 100%, with
the contribution of total EAGGF and central natiosapport subject to a maximum of
85%.

Share of EAGGF within public funds: 75 %.

In case the assistance is aimed at activitieseelsd the production, processing and
marketing of agricultural products not listed inrfax 1. of the Treaty, this assistance
can only by granted on the conditions and at tie leid down in Council Regulation
1257/1999.

In case the measure envisages state support fieitiast other than the production,
processing and marketing of agricultural produisted in Annex 1. of the Treaty, this
support can only be granted as a “de minimis” aitspant to Commission Regulation
69/2001.

Maximum amount of assistance for a local rural ttgvaent plans (“envelope” per
LAG) in accordance with the indicative financiabte submitted as part of the
application:

- Maximum 100 million HUF (€ 392 156) if the 60% orore of the total population
covered by the LAG falls under th& 8olumn of Annex 1-2 and 4. of Gov. Regulation
64/2004 (IV. 15.§?

- Maximum 90 million HUF ( € 352 941) in other case

Torolt: The ceiling of productive
investment in Activity 4.2 and 4.3
for each Local Action Group is
85% of the “envelope”.

Group is 85% of the “financial envelope” receiveddach .Local Action Groyp.

The ceiling of productive investment in Activity24and 4.3 for each Local ActioT W

Eligible costs:
Activity 4.1:

« Renting fees for training facilities (room, equipme Purchase of training
assets, etc., training fees and costs related rfaocalation, travel, meal, other
rents, fees for presentations and lectures, pgntigpresentation and decoration,
transport and other services necessary for thet€ven

% The annex referred to contains the list of befsfic micro regions of regional development.
Beneficiary micro regions are grouped into threeinmeategories. 1) socially-economically under-
developed, 2) structural changes in industry, Igplrdevelopment. ARDOP prioritise settlements
belonging to micro regions included in tH& @lumn.
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Activity 4.2. :

« Establishment and operational costs of LAG andltiwal rural development
plan: office supplies, labour costs and their comnsbarges, other operating
costs

Activity 4. 2. and 4.3: implementation of projeataler local rural development plan:

e purchase real property: up to 10% of the totalileliigdevelopment cost,

» costs of rehabilitation, conversion and additiomoildings and constructions,

« costs of the procurement of technologies, machiegsipment and other assets
(except passenger cars),

e costs of training courses and networking eventsg@enodation cost, travel
cost, meal cost, room and other rents, fees fosgmtations and lectures,
printing costs, representation and decoration cdsassport costs and other
services necessary for the events),

¢ permanent stock and current assets up to maxim@mndi5he total costs of the
tangible assets,

¢ in the case of investments general costs: engifess, elaboration of plans,
expert fees, purchase of patents and licencess adstests and certificates
compulsory for marketing products up to maximum 1884he total eligible
cost of the development project( the advisory expey be retained until an
investment is completed),,

¢ costs associated with the marketing of a productfs}o 15% of the eligible
total costs (market survey, marketing and feasjbdtudy, design of products’
appearance, leaflets, product-specific mobile shghharware for trade fairs,
sampling accessories, participation fee at occastande-fairs,).

» costs of preparation of publications and studiesiathe area covered (printing,
copying costs, costs of intangible assets),

+ expenditure in respect operations eligible if theyn part of the project

« complementary small infrastructure developmentghainner and outer areas
of villages no more than 25% of the total eligibtest of the project associated
with (maximum cost of projects is to be set byltbeal Action Groups).

According to point 37 of the Commission notice oEADER+ the ceilings of
productive investments is to be set by the LocaiohcGroups. 69/2001 Commission
Regulation on “de minimis” will be applied if theeasure allocates state support for
economic activities (actors) which are beside petidn, processing and marketing
listed in Annex | of the Contract.

Activity 4.4:

Costs of establishing and operating the nation@RER observatory: -

- permanent costs: office supplies, costs of sesyidabour costs, printing costs,
representation and decoration costs and other tipg0Ssts,

- occasional costs: accommodation costs, travéscosal costs, expert fees,

3" Further restrictions on the expenses all defimethe LEADER + Operational Manual and in the call
for applicatios
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7. Criteria for selection LAGs and local projects
7.1 Selection of LAGs (under Activity 1.)

7.1.1.Eligibility criteria

Eligibility criteria for the joining 4.2. activity(implementation of the local rural
development plans of the local action groups):

< Availability of local a action group that meets tleguirements of Commission
Notice 2000/C 139/05: at the decision-making lethed economic and social
partners and associations must make up at le&4t &0the local partnership,

« availability of contracts formalising the operatiofithe Local Action Group,

« formed in a geographically continuous area as @@@tion of neighbouring
settlements, and to form an economically and sgd@mogenous unit,

e population of the settlements in one LAG is betwdénthousand and 100
thousand persons. In counties (Baranya, Borsod-jAbaiplén, Gyr-Moson-
Sopron, Somogy, Tolna, Vas, Veszprém, Zala), thembmr of inhabitants
covered by one LAG is minimum 5 000 inhabitants,

* no overlap: one settlement can only belong to ay@alLAction Group,

« availability of local rural development plan appeohvby the LAG,

< availability of local management capacity,

* the protection of health and safety of the workansl the improvement of
working conditions

7.1.2 Selection criteria of the LAGS:

Preparedness of the local administration for thelémentation of the programme,
administration of public funds (human resource cépaexpertise, skills, attitude, etc.),
experience to manage LEADER type operatins,
Content and quality of the local development piacluding:
— targeting one or more of special target areas [(logauth, minorities,
environmentally conscious area-development, other)
- focus on the special character (strength, problemsortunities) of the area,
- level of coherence between the situation analy$ie, strategy (priorities,
objectives) and the vision,
— actual impact on the selected target group,
— feasibility,
— justification of need for such programmes,
— strong synergy and linkage between specific compisnef the local rural
development plan,
— economic viability of the proposed strategy,
— economic, social and environmental sustainability,
— innovation, novelty,

%8 |n their application the potential Local Actiondbips are obliged to summarize the relevant expegien
available by listing the major LEADER type projeatgplemented in the region within the last five gea
by any member of the LAG. Above that a detailedcdpsion of five of the most relevant projects is
obliged. The applicants has to detail the techridahstructure as well as the human capacity akésl
for the implementation. Detailed assessment shaets gudelines are included in the LEADER+
Operational Manual.
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— coherence and complementarity with the micro-regi@gricultural and rural
development strategy and other relevant documents,
— partnership and community involvement in draftirfighe plan,
o partnership in the proposed implementation,
o0 complementarity with other support schemes andraromes.
Priority is given if the if the 60% or more of ttetal population covered by the LAG
falls under the 8 column of Annex 1-2 and 4. of Gov. Regulation2094 (V. 15.)

The scoring system on the selection of Local Actégnoups is included in the call
for proposals and the Operational Manual.

7.2 Selection criteria for local projects (undetigi 2.)
7.2.1 Eligibility criteria for projects
Project Selection Criteria

Local action groups are responsible for projectoeseiment. Details of the procedure
and criteria for project endorsement must be immfudn the local action group
application. The detailed criteria for project stilen are developed by the local action
groups but the following guidance is to be followiadorder to ensure consistency
across the LEADER+ measure:

l. Consistency with the principles of the LEADER+ maasand the local

action group development plan

a. how strongly does the project relates to the tham the target group
identified in the local development plan

b. is the scale of the project appropriate to the bgweent plan (does not
undermine the realisation of the wider objectivethe plan)

c. how much does the project contribute to the retdisaof the objectives
and targets of the local development programme?

Il. Project quality

a. how well therationale of/need for the proje underpinned

b. how realistic and logical the set ugpf the project (objectives, indicators,
milestones)

c. does the project meet the key objectivessoéial, environmental and
economic sustainability?

d. is the projecinnovativee.g. through its mechanism of delivery, use of
new technology and ideas

e. financial stability and viability is the project budget reasonable and
sound? Is the applicant financially stable?

f. is theproject management and delivesgt up clear and relialilés there
evidence of appropriate skill and, experience abéel?

g. risk assessmenhas theapplicant considered variable factors that might
influence the project delivery? Is there any reilisolution to prevent or
diminish negative impacts?

Basic elements for justification of selection aide

ad I): Conformity with a LEADER approach, (based@wmmission Notice 2000/C
139/05), which are the following:
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- development of a new product/service reflecting tineique
features of the area,

- application of new procedures to utilise regionatgntials to a
greater extent,

- combination and linkage of resources in a new manne

- establishment of a new — participatory - organiseti structure,

- building on unutilised internal resources,

ad ha - I)g:

- the place of the realisation of the projectitigated in an eligible settlement
(see list of eligible settlements in AttachmentIMll). The place of project out
of the list is eligible only if the project to bealised is enclosed in and
essential part of the local rural development plan

- verification of ownership or right for sole u@dfective leasing contract for
at least 5 years) of the place of the realisatfoh@ investment (not applicable
in case of services),

- declaration of the availability of own contriimrt (where it is necessary),

- the total investment cost and/or maximum assigtaate do not exceed the
eligibility thresholds described in this measure, the maximum amount
published by the local action groups in the inuitatffor applications,

- permissions and certifications of authoritiesniifeed as compulsory annexes
to the application, including the certificate ofethcompliance with the
environment protection requirements,

- no public debts,

- no aid may be granted in respect of work beguradaivities undertaken
before an application for aid has been properlyrstibd to the Local Action
Group.

The MARD Regional Rural Development Offices — agiagral units of the Managing
Authority - will assist and pre-assess the elalimmabf the selection criteria of each

Committee for assessment and approval. After theeen of the Local Action Groups. - { Torétt: d

and approval of their set of selectioriteria the Programming Complement will Hé\j{ﬁra.t: for

completed accordingly. (Toroit: i

L

In activity 4.3: a further criterion of eligibilitys that the project should be proposed by
one or more LAG and implemented by two or more amgijointly, and the target
groups of both (or all) regions should benefit frima results.

The eligibility criteria listed above are obligagdior all call for proposals. The Local
Action Groups may also apply more criteria bettetesl to the special objectives of the
local rural development plan. Those additional etidt is to be approved by the
Managing Authority.

7.2.2: Selection criteria for projectso be defined by the LAG in accordance with he
special targets of the -elements of the local rdesfelopment plan. The criteria is to be
approved by the Regional Rural Development OffimieIARD.

8. Intermediate body:
Agricultural and Rural Development Agency

9. Beneficiaries:
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Activity 1: For horizontal acquisition of skills: any locaboperations. After the pre-
selection for further training: Local Action Groupswving concluded agreement for
cooperation defined under pint 7.1.1.

Activity 2.: Local Action Groups meeting the requirementsGafmmission Notice
2000/C 139/05 (at the decision-making level theneoac and social partners and
associations must make up at least 50 % of thd [w@nership) elected under point
7.1.1-7.1.2.

Activity 3.: Local governments and their associations, pei@itrepreneurs, micro- or
small enterprises (according to the Act XCV of 19%&onomic organisations and their
integration registered in Hungary, NGOs, found&i@nd their integrations, natural
persons;

Activity 4.: national coordination unit: the national LEADEdbservatory, selected
according to public procurement rules.

10. Final beneficiary:

According to the EU definition, final beneficiariese identical with the Intermediate
Bodies:

Managing Authority: authorisation phase, advisawie and legitimacy control.
Agricultural and Rural Development Agency: projéoancing phase.

11. Share of measure from ARDOP budge#4.5%
12. Financial plan, 2004-2006

LEADER+ €, current prices Million I(-|€Li|;5%u|[|r8r;t) prices
Year 2004 2005 2006 Total 2004 2005 2006 Total
[Total cost 4478502 6393788 8283560 1915585 1147 1630 2112 4884
[Total public participation 4478500 6303785 8283560 1015585 1143 1630 2112 4884
[Total EU assistance 3358876 4795341 6212670 1436688 857 1223 1584 3664
ERDF assistance 0 0 0 q 0 0 0| q
ESF assistance 0 0 0 q 0 0 0| [0
EAGGF assistance 335887 4795341 6212670 1436688 857 1223 1584 3664
FIFG assistance 0 0 0 q 0 0 0| [0
[Total government participation 1119626 1598447 2070890 478896 286 408 528 1221
Central government participation 1119626 1598447 2070890 478896 286 408 528 1221
Regional participation 0 0 0 q 0 0 0 o
Local participation 0 0 0 q 0 0 0) q
Other public participation 0 0 0 q 0 0 0 o
Private funds to be declared

EIB loans 0 0 0 o 0 0 0 o
Other private funds not to be

declared 111962¢ 1598447 207089 478896 284 408 528§ 122]

* |In the line of each measure the HUF amounts rdé&ative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rmogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator 255.
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13. Monitoring and Evaluation indicators

Frequenc
Type of Indicator C;urrent Target Data source qof /
indicator situation .
measuring
Output Number of supported local action groups for implatimeg local rural development 0 30 - 40 annually
plans (pcs)
Number of supported organisations of which: 0 1220
* micro enterprise 0 580
* small and medium size enterprise 0 60
* local government 0 280
» civil organisation, foundation 0 170
* others 0 30
* woman entrepreneurs (persons) 0 340
Result -
* South Great Plain 0 268
* North Great Plain 0 232 o
 North Hungary 0 207 monitoring
* Central Hungary 0 49 system
* Central — Transdanubia 0 146
* South — Transdanubia 0 220
* West - Transdanubia 0 98
Number of created / maintained jobs out of which 0 140
Occupied by women 0 28
South Great Plain 0 31
North Great Plain 0 27
Impact North Hungary 0 24
Central Hungary 0 6
Central - Transdanubia 0 17
South - Transdanubia 0 25
West - Transdanubia 0 11
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14.Horizontal objectives

Environment: A prerequisite for developments is the compliandgh venvironmental
regulations verified by an authority. One of thedamental requirements for local rural
development plans is to ensure environmental s\usdigiity.

Equal opportunitiesThe LEADER+ measure of ARDOP enforces the aspeficesgoal
opportunity in three ways. On the one hand in tret found of the selection of the Local
Action Groups in a hundred point scoring-systensg¢haction groups that are in their local
rural development plan focusing on the improvemeénthe situation of women, young
people and less favoured social groups especiélBoma people preferred by maximum
five, in the second round maximum three points. @natmer hand during implementation
of the selected rural development plans in the chggjual scores the projects aiming at
improving the situation of rural women, young pegpbma people are prioritised..

(Handicap is to be interpreted as a modified worlahility, which is to be verified.)

Thirdly those action groups that at least 60% ‘sftibtal pupolation falls under the micro
regions covered by the 3rd column (,rural developrf)eot Annex 1-2 and 4. of Gov
Regulation 64/2004 (1V.15) could apply for 10% héglamount. This principle is aiming at
compensating the territorial disadvantages as well.

15.Legal ground for assistance

« Atrticle 33 (f) Chapter IX Title | of the Accessidmeaty ,

« Atrticle 20 of Council Regulation 1260/1999,

e Commission Notice to the Member States (2000/C 139/05

152



[11.10 TECHNICAL ASSISTANCE

1. Measure: Technical assistance

2. Intervention area code:*

415 Publicity, informing the general public 40% %40
411 Preparation,implementation,monitoring,publicity 50%
412 Evaluation 60% 6%
413 Studies 2%
414 Innovative actions 204

* Indicative table; percentage/ intervention aredec

3. Description of the measure:
Justification of the measure:

The measure facilitates the efficient implementation ARDOP through general
information and preparation, planning, and the oetec implementation of the
developments. It is of vital importance that theessary information reach the addressees
in time and in a clearly understandable way antheasame time, measurable and traceable
feed-back be received from the beneficiaries. Besithe establishment of the interactive
connection, the measure also finances the costdfarhiation and publicity. The measure
fulfils all needs for technical assistance that ragge in the course of the implementation
of all three priorities and the activities of ARDOP

The Managing Authority ensures that the same pragenot financed from ARDOP TA,
NRDP TA and SAPARD TA at the same time to avoid taps..

The Managing Authority will follow open and transpat procedures for the selection of
employment of assistance on contractual basis.

Obijectives of the measure:

The objective of this measure is to assist the mamant, implementation, monitoring and
control of the Programme. The measure contributdéisetgealisation of the following main
objectives:

» to support the on-going monitoring and evaluatiomwl(iding studies, workshops
and seminars) of the Programme;

» to support the preparation, selection, appraisdlraanitoring of the assistance and
of operations under the Programme (including awditthe-spot checks, protection
and improvement of the environment through the usenefronmental protection
criteria and help to eliminate inequalities andnpote equal opportunities)

» to provide information and publicity on the programnmeline with EC Regulation
No 1159/2000.

4. Categories:
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In the framework of the measure the following at@g (and their costs) are eligible for
support, for which the approval of the Presidenthef ARDOP Monitoring Committee is
required:

4.1. Expenditure under 2.1 of Rule 11 of Commis$tegulation No 448/2004

a) expenditure on preparation, selection, appraisauding horizontal themes and
monitoring of the assistance and of operations.

b) expenditure on meetings of the Monitoring Committeed athe Selection
Committee, and covering the costs of the members, ®Bxaed occasional invitees
are only eligible if the chairperson of the Monitgy Committee considers their
presence essential to the effective implementatidgheoprogramme.

continuous financing of monitoring, preparation, angation and management
of the meetings of the Monitoring Committee.

other costs related to the operation of the ARDO#ikbring Committee, to
achievement of tasks in particular assistance @ gleparation, review and
revision of mainstreams, indicators.

c) expenditure relating to audits and on-the-spot kkhef operations.

d) employment of assistants on contractual basis etficient effective operation of
ARDOP Managing Authority, complying with the pointl2 of Rule 11 of the
regulation No. 448/2004.

4.2. Other expenditure under point 3 of Rule 1EGfRegulation No 448/2004:

a) Organizing information actions, seminars, studiegnferences, workshops,
workmg groups meetings,

support of printing techniques, distributing broods; newsletters, and
information materials,
preparation of studies for the efficient utilisatiof sources and assessment of
the implementation of the measures
cost of the organisation and realisations of stuighs (travel, accommodation,
per diem).

b) Procurement of IT hardware for the appropriateggmamme management (such actions
can be financed if they are not subject of any C&Ehnical assistance or Phare).

For the activities and expenditures under point @ 1Rule 11 of EC Regulation No
448/2004 maximun®459167 euro (EU+national assistance) is availdbling 2004-2006
period.

According to Article 28. of EC Regulation No 1268/8ne project can be funded from one
Structural Funds in the same time.

5. Form of assistancenon-repayable direct assistance.
6. Upper limit of assistance up t0100% of total eligible costs.

7. Share of the priority from ARDOP budget: 2.5%
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75% of costs are financed from EAGGF, 25% from metidoudget.
8. Criteria for the selection of projects

Eligibility criteria:
The annual report takes account of the usagegibldicosts and technical assistance.
Selection criteria:

Those projects will be implemented that:

» have good quality of methodology and can signifilyacontribute to the objectives
of the measure,

« effect community policies (with special regard tatstaid, public procurement,
environmental protection and equal opportunities),

e ensure the cost effective implementation,

* involvement of wide range of partners for effectivgplementation,

* contain innovative solutions,

¢ have clear and measurable outputs and results.

» Recipient (beneficiary): ARDOP Managing Authority

9. Financial plan 2004-2006

Technical assistance €, current prices Million 'Egi;sgu}:rsgt) prices
Year 200

2004 2005 2006 Total 4| 2005 | 2006 Total
Total cost 2463176 3516583 455595 1053571 62§ 897 1162 2681
[Total public participation 2463176 3516583 455595 1053571/ 628 897 1167 2681
[Total EU assistance 1847382 2637437 341696 790178 471 673 871 2014
ERDF assistance 0 0 0 a o 0 0 q
ESF assistance o) 0 0 a o 0 0 q
EAGGF assistance 1847382 2637437 341696 790178] 471 673 871 2014
FIFG assistance o 0 0 a o 0 0 0
[Total government participation 615794 879146 113899 263393( 157 224 29( 674
Central government participation 615794 879146 113899 263393( 157 224 290 67
Regional participation ol 0 0 af o 0 0 q
Local participation 0 0 0 a0 0 0 q
Other public participation o 0 0 af o 0 0 q
Private funds to be declared
EIB loans 0 0 0 a o 0 0 q
Other private funds not to bg
declared 0 0 0 g0 0 0 g

* In the line of each measure the HUF amounts adécative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rmmgne have been transferred into 2004 prices by @sin
HUF/Euro multiplicator 255.
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10. Monitoring and evaluation indicators

Frequency of

. Level O.f Indicator Qurre_m Target Source of measuring
intervention Situation Data (periodicity)
Number of prepared and distributed publications genera 0 10000
information (brochures, leaflets) (pcs)
Number of people participating in trainings (pef 0 2000
Number of occasions of informing the general pybtiamber o 150
advertisements (pcs); 0
» on television (advertisements, shorts, reports)
» in press (e.g.: press releases, articles)
Ou_tpu_t - other (fairs, professional exhibitions, forums,gametations)
(monitoring) Number of organised conferences, seminars, worlss{pys/yea 0 15-20
Number of filledin questionnaires (Survey for an effec 0 1000
campaign) (pcs)
Number of expert contracts (p 0 4
Number of meetings the Monitng Committee held (pc 0 6 Monitoring
Number of field trips (pc: 0 1C system
Number of studies (pc 0 2
Number of people successfully completing trainingsnference 0 2000
(persons, %)
Result difference in %
(monitoring) [Result of survey conducted after the informat@@mpaign for th 0 between the results gf
general public (%) questionnaires before
and after the campaign
Increase of the number of people having generalletge aboy 0 5000
the Structural Funds (%)
Impact |Increase of the awareness of ARDOP 0 20
(assessmentiNumber of successful applicants submitting apgbeatin the 15
framework of the Agriculture and Rural Developme@erationa 0

Programme (pcs)

15¢




11.Horizontal objectives

Environment:Information and trainings given in the framework tbé measure give
high importance to the environment protection rutdsthe EU and check their
fulfilment.

Equal opportunitiesEqual opportunity is entirely provided. The subgedtapplications
are selected under equal conditions. When chodgimg two applications of the same
gualification, the following applicants are givemeference: women, roma people,
handicapped people and applications with a posititteence on the employment of the
people concerned. Handicap is to be interpretes rasdified working ability, which is
to be verified.

12.Legal ground for assistance:

The measure can be assisted on the ground of tlemalaregulation in compliance with
Article 46 of Council Regulation 1260/1999, and CGoission Regulation 1685/2000
laying down detailed rules for the implementatidrCouncil Regulation 1260/1999 as
regards eligibility of expenditure of operationsfatanced by the Structural Funds.
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V. EVALUATION PROCEDURE OF THE
APPLICATIONS

The SAPARD experience

The SAPARD programme was based on the same prscipid procedures as the ones
applicable for Structural Funds, especially for plmegrammes financed by the EAGGF
Guidance Section. The measures that are already opewill soon be open for
application have a similar structure to the oneduted in the ARDOP. This will
promote the potential applicants and the managinpoaity and intermediate body
responsible for ARDOP, due to the knowledge ancegg&pce gained, contributing to
the efficient management of the funds allocatedHerimplementation of ARDOP.

Based on the SAPARD experience, the following majodifications took place for the
ARDOP.

In order to describe the information and regulaia@iven in the application
guidelines more understandably, ARDA continuoustpiioves and refines its
procedural rules, it issues internal directives tradsmits this information to
applicants through its customer setrvice.

- To decrease the number of incomplete applicatioatipnalization has been

carried out regarding the certificates requirednfrthe applicants in the two
new measures published in January 2004 (someadfflocuments need not be
submitted at the submission of the applicationy drdfore the conclusion of
the contract — e.g. certificate for exemption frgublic tax debt, building
permit in force, expert opinion from the buildingithority). With these
rationalisations the problems criticized in the Midrm Report — the applicant
does not have enough time to obtain these docurmeniitbe solved.

The SAPARD paper-based system created substauliedld workload indeed,
and it increased the risk for errors but it will handled electronically in
ARDOP.

In the ARDOP the datasheet substituting the busipé&n will be more simple
with a wider consideration of the agricultural cinestances.

The time spent with the application processingificantly decreased compared
to the SAPARD. In the central office the applicatiprocessing ceased the
tasks will fall within the cognizance of the Cour@jfices.

The on the spot control to be kept compulsorilgwry milestone ceased, it is
compulsory only before the last milestone.

For the ARDOP we started negotiations with comnaértianks about the
possibilities to raise agricultural credits.

In the case of ARDOP following the acceptance ofapplication cannot be
possible to refuse it.

The special natural and financial characteristfocsompanies in certain branches
will get greater attention in the evaluation prages. In order to reach this we
establish contacts with the Research and Informdtistitute for Agricultural
Economics, with external consulting companies, amdobtain the financial
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data of the potential bidders from the Tax and & Control
Administration. These actions would greatly promtite examination of the
economic viability of the applicants.

The ARDOP project evaluation procedure

ARDOP applications should be submitted accordinthéovenue of implementatipto
the county office having regional authority of tAgricultural and Rural Development
Agency (hereinafter: Regional Office).

The employees at the Regional Office process thécapions submitted.

1) Receiving Applications

a) By receiving applications we mean the:
* Receipt,
e Opening,
» Distributing,
« Data recording in the Single Monitoring and Infotina System
(EMIR),
* Filing,
» |dentification of applications.

b) The senior application processing officer seletts application processing
officer to deal with an application according te following aspects of priority:
 Work load,
* Area of specialization,
* If more than one application is submitted by anliappt these should be
handled by the same application processing ofsdar as possible.

2) Checking of the applications from the point @w of basic eligibility
a) checking takes place based on the checkingflizasic eligibility.
b) The technical officer for application processicmntrols that whether it exists
any disqualifying condition in connection with theplication or the investment to
be implemented.

3) Checking of Applications for Completeness, Farmd Content

a) The check for completeness verifies whether thelidation Form has been
filed in properly and whether the necessary doaumehave been
submitted.

b) Based on &£hecklist for Completeness and Fotine application processing
officer verifies:
* The mandatory content of the application package,
» The appropriateness of certificates and documents,
*  Whether the forms have been filled in with the appiate data
*  Whether the documents and attachments have b&shifil
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c) ltis checked whether the accountable and non-atable costs included in
the Application Form are met the cost items defined under the given
measure.

d) When checking the support level and source stracthe application
processing officer looks into the following:

* The rate of support in percentages requested byagplicant,

*  Whether this is in concordance with those contaimedhe ARDOP

Program Complement and the Call for Applications,

*  Whether the source structure so received is in@alance with the cost
plan of the application.

e) Preliminary on the spot inspection

* To facilitate the reply the questions arising ire ticourse of
evaluation and checking the technical officer fopplecation
processing can perform on the spot inspection stified cases on
premises of the applicant. The senior technicaliceiff for
application processing and the head of local offieeide on the
necessity of the preliminary on the spot inspecti@sed on the
proposal of the technical officer for applicatiompessing.

« Implementation of the preliminary on the spot irgjmn takes place
with the issue oL etters of commissiéh

f) In_the framework of the measui®etting up young farmerst is possible
to set up farms for the activities/sectors listecdmnex VIII.DD. The control
of these activities takes place in the evaluatiosoc@ss and after the
approval of the project. The post-approval controky be carried in the
following phases: payments, evaluation of progmes®rts or on the spot
checks.

g) If an applicant submits an application that is mgdete or contains a fault
related to form or content, having recorded sucht,fadhe ARDA on one
occasion, requests the applicant to complete tipdicagion by sending a
document entitledNotice for Completionto be fulfilled within fifteen days
as of the receipt thereof.

h) The application processing officer fills out thetée entitled Notice for
Completion in two copies, to be checked and signed by theiosen
application processing officer and the Head of Regional Office, and to
be also countersigned by the legal officer at théfddm Monitoring and
Information System. The application processing atiee sends one copy
to the applicant and attaches the other copy toagi@ication processing
management file.

%1t is the document of the on the spot control,akhis handed over to the applicant and which proves
that the application manager is entitled to condlueton the spot control.
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i) In the letter entitledNotice for Completionthe application processing
executive managing the application specifies thmudwents to be submitted
by the applicant within 15 days as well as thetimdedeadlines.

j) The application management officer monitors thdiessent by applicants
requested to complete their applications, payingcip attention to the
deadline for completion. Completion is monitoredhadassistance provided
by the Uniform Monitoring and Information System.

k) If necessary, the Office, to establish its own pmsj may request further
information

I) If an application is incomplete also following coleion, the ARDA will
reject it.

m) If an applicant fails to fully complete the faulithin the deadline set forth
the application processing officer will submitat frejection.

n) If an applicant does not agree with those containethe notice he may
submit an objection to the President of the ARDAhmi fifteen days as of
the receipt of such notice.

4) Admitting Applications

a) If an application meets the requirements relatiy dligibility and
completeness it will be admitted. The Regional €ffhotifies the applicant
as to the admittance in writing, as to the follogvin
» The fact that the application has been admitted,

* The date of admittance,
* The identification code of the applicant.

b) The statement of admittance only verifies that #pplication meets the
requirements relating to suitability of form andntent and does not
constitute the granting of support..

c) Day of the admittance is the date of establishimegeligibility, completeness
and formal correspondence which contains the watifin letter on the
admittance.

d) ARDA notifies the applicant within twenty five dags of the receipt of an
application certified by return receipt as to tlien&tance or rejection of the
application or requests completion.

e) ARDA submits to decision the applications withiretvty five days as of the
admittance thereof.

5) Processing Applications

After admittance the applications go through thHofing work phases (evaluation
process):
* Preliminary site examination (in justified cases),
» Evaluation and judging by points of applicationgppication Form and
Attachments),
» Conciliatory evaluation (if there is no consensus),
e Summary Evaluation.

Further processing and evaluation of the applioatiare carried out by an application

processing officer who makes decisions as to amhgittn application, and whose work
is controlled by the senior application processiffiger.
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6) Evaluation of Applications (Application Form aAttachments)

Complete and eligible applications are evaluataafgssionally and financially to the
following aspects:

* Long-term competitiveness of the applicants asrdsgaconomic ability,

viability and competitiveness,

< Personal conditions of the undertaking,

* Financial resources necessary for the investment,

« Verification of cost-efficiency,

« Financeability of the project.

The application processing officer, at the sameetiverifies whether the eligibility
criteria to be determined based on the Applicafkonm and its attachments are well
founded, checks the viability and competitivenek¢he undertaking, the necessity of
the investment and its concordance with the ohjeatlating to the measure.

The application processing officer, as regards éwvaluation of the application
(Application Form and its Attachments), considdrattan expense only qualifies for a
Community grant if the use of such grant is in adaace with the principles of sound
financial management, with special emphasis on @oin efficiency and cost-
efficiency.

The application processing officer checks, basedheninformation received from the
OTMR (National Support and Monitoring System) wlegtthe applicant has received a
grant for the given project from any other natiooaEU source.

Conciliatory Evaluation

Following the principle of ,four eyes” the senigp@ication processing officer checks
the steps of application processing and also estifevaluates and judges these by
points. If he/she does not agree with the poingigd by the application processing
officer assigned to the evaluate the applicatibay tmake efforts during a “conciliatory
evaluation” held between them to form a common tgosiand agree on a number of
points accepted by both, recorded on the Evaluafioom. During the conciliatory
meeting the application processing officer perforgnihe evaluation may defend his/her
position based on his/her experience and the irdbom collected at the on-the spot
inspection.

If, during the conciliatory meeting, the applicatiprocessing officer and the senior
application processing officer cannot reach a commgreement as to the number of
points to be granted, the final decision will bedmdy the Head of the Regional Office.

Summary Evaluation

The application evaluation is certified via the garation of the Summary Evaluation
Sheet containing the summary proposals of the RadOffice. The senior application
processing officer and the Head of Reginal Offiggn she document. The Head of the
Regional Office is responsible for ensuring that thles of procedure are kept at all
times.

Summary evaluation lists are performed by Applaatnd Measure.
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The Submission List contains the objective an@fbdiescription of the application.
(Remark column),.which will be attached to the dueut entitledProtocol on the
result of rankingBased on this document the representative of ARGIApresent the
individual applications submitted for decision be tDecision Preparing Committees .

On a weekly basis the Uniform Monitoring and Infation System automatically
prepares the rankings of the applications for decimaking by Regional Office and by
measure, it forwards them to the Central Evaluatimit and files them. The system
also prepares food industry applications of a largleie for forwarding to the Central
Evaluation Unit.

7) Tasks of the Central Evaluation Unit (KEO)

a) The ARDA prepares by measure,a national rankingmdlications evaluated a
National Submission List and to be submitted it thee Decisions Preparing
Committees by measures. The Committees hold meetinga monthly basis or
more often when justified. The Committees make psajs to make decisions on
the support up to the available resources.

b) The Unit requests the application documents reduig the Decision Preparing
Committee from the Regional Offices and forwardsnito that Committee.

c) Central Evaluation Unit evaluates, based on théomalt aspects, food industry
applications of a large value and prepares themaltiranking, also including food
industry applications of a small value.

d) The employees of Central Evaluation Unit make NwicGubmission Lists (Lists of
applications processed and suggested for suppdriNational List of applications
processed and not reached the minimum points arisiDe preparation sheets to
the Decision preparing Committee and prepare thimeseon the basis of
application documents. Based on the proposal bipdwsion preparing Committee,
the Head of Managing Authority will make decisioas to applications to be
supported or rejected. Based on the list the enegleyf the unit record the dates
and results of the decision in the Uniform Monibgriand Information System..

e) ARDA posts notices on support or rejection follogiithe decision made by the
Head of the Managing Authority.

8) Ranking and Decision

ARDA prepares a national ranking on the jevaluapglications by measure for the
Decision preparing Committees of ARDOP measureg;iwhold meetings monthly or
more often in justified case. The Committees wvah, the basis of the lists of eligible
project ranked by the Intermediate Body and takirig account the resources available
under the OP, make a proposal to the Head of thealylag Authority on the list of the
projects to be selected. Following the decisiothefHead of the Managing Authority,
ARDA sends the notice on the support or the repeatif the application.

If the available fund is not enough, the applicasiovhich cannot be financed are
rejected. The requested amount of support canlmntirely (not partially) granted.

If the amount of support of the submitted applimasi exceeds twice the overall budget
for the period 2004-2006, or the budget for commitinseems to be used up, the
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ARDOP MA can suspend the submission of applicatfonghe relevant measure/sub-
measure and publishes a public notice concernisg th

The Decision Preparation Committee can proposkddiead of the MA to suspend the
submission of applications in case of lower oveangotment as well.

The Decision Preparation Unit submits the applicetito the Decision Preparation
Committee in order of arrival until the budget sed up. The rejection of applications
or the reallocation of resources is accomplishedm@ing to the decision of the head of
the MA. The previous approval of the ARDOP MonitgriCommittee is necessary to
the reallocation of resources between measuresalkthe modifications in the PC.

If the applicant disapproves the decision of thenbtgng Authority, may submit a
written protest addressed to the Minister for Agftiere and Rural Development within
15 days from the receipt of the decision.
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V. EX-ANTE EVALUATION

The ARDOP and the Programme Complement were eeauat an independent team
of evaluation experts and led by ECORYS-NEI, Roen, the Netherlands (lead
contractor) and assisted by the International TmginCenter for Bankers (ITCB),
Budapest, Hungary. This ex-ante evaluation wasiezhrout in the period April-
December 2003 and was commissioned by the Hunghfiaistry of Agriculture and
Rural Development (MARD), as acting managing authaf the ARDOP.

The evaluation consisted of a full-scope evaluatbthe ARDOP and its Programme
Complement and - at the same time — technical tassis by the evaluation team to
staff of MARD, VATI and AKII responsible for the pgramme, aimed at improving the
programme during the evaluation process. At varipogmts in time, the ex-ante
evaluation team made various suggestions and reeoifations in order to improve the
programme’s structure and content. To this end owvaridiscussions and ‘brain
storming’ sessions with staff of MARD, VATI and AKivere held. The evaluation
team reported to both MARD and the PMO, and estbli contacts with the
evaluation teams of the other Operational Prograsnthe evaluator of the NDP. It had
discussions with staff from the EU Delegation in ngary and the European
Commission in Brussels (DG Agri).

The Ex-ante evaluation of the Programme Complemento the Operational
Programme on Agriculture and Rural Development

1 Introduction

This final evaluation report on the Programme Can@nt (PC) of the Operational
Programme on Agriculture and Rural Development (BPA2004-2006 for Hungary
assesses the last, definitive version of the Progra Complement, i.e. version 13 of 28
April 2004. This report replaces all earlier regosith respect to PC version 13.

With the evaluation of the PC, the last of the 8k#aidentified in the Terms of

Reference describing the Ex-ante Evaluation ofQR&RD has been accomplished, i.e.

Task 8: Evaluation of the measures in the Progra@omplement.

The Programme Complement (PC) has been evaluateariatis moments during the
evaluation process, and has commented on differersions of the PC (see earlier
reports by the evaluation team OPARD, PC version§,27). This is proof of the

interactive way of evaluation. The focus of thisheical report will be on version 13.

In accordance with Council Regulation (EC) No 12689P, Article 41 (3), it evaluates
on a measure-by-measure basis:

The consistency of the PC with the aims of threesponding priorities

The quantification of targets & indicators, and

The relevance of the project selection criteria.
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Notice was taken of the remarks of the European @ission on the PC version of 22
February 2004 and of the results of the mid-ternalation of the SAPARD
programme.

Contents. Its contents are as follows. In sectightiie evaluation approach is shortly
discussed, followed by section 1.3 with a numbeingbortant general remarks that

apply to all measures. Chapter 2 reports on thengdgm compared with the last

evaluated version of the PC, and provides a geassEssment as to the acceptability of
the report. Chapter 3 evaluates the individual messsas sketched above.

1.2 Evaluation approach

Evaluation goal

Task 8. Evaluation of the measures in the Progran@omplement (PC). Assess
consistency of PC’s measures with the aims of spording priorities.

Results

Findings about the consistency with regard toesmponding priorities and relevance
of selection criteria

Concrete and elaborated proposals for revisigh@felevant PC’s chapters (made
also in earlier phases of conceptualizing the PC).

Working method
The working method consisted of desk analysis @R and other relevant documents.

1.3 General comments and remarks

Overall judgement of the PC. Concerning the mogiortant objective of the ex-ante
evaluation of the Programme Complement, i.e. tisessnent of the consistency of the
PC’s measures with the aims of the correspondiiugifies, the evaluators’ judgment is
positive. On the whole, the PC is consistent with ®PARD.

Potential improvements. Although the PC is judged the evaluation team as
sufficiently adequate, some comments still applg Mst a number of comments which
hold for the PC as a whole and on a measure-byuneassis.

I. Explanation on the choice of indicators and rtheiethodology. Missing is the

explanation of the methodology for quantificatioheach of the indicators. This will

have to be added as an explanatory note underaéahk tables. This is both relevant
for the ex post evaluation and for future progranmgréxercises.

Il. Baseline indicators. Baseline indicators aitt aften set at zero. Where possible the
baseline indicator should contain relevant figures.

lll. Regional disparities and programme impact. Wiespect to the decrease of
disparities between the regions the evaluators thatefrom the quantified targets the
Southern plain region can expect the highest (absplmpact. The ‘problem regions’

Northern Plain, Northern Hungary and Southern Tdlansbia can expect more impact
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than the other regions, which is in line with tHgeztive. But there is no explanation
for the highest impact in a region, which is no¢ af the problem regions.

IV. Weighting of the selection criteria. Althouglmet selection criteria have been
improved it is not clear how different aspects wal weighted against each other in the
selection process. Transparancy and openness aghting criteria (how many
points for what) to potential beneficiaries is heee important as it gives them an
opportunity to assess their chances of getting @uplb this is not properly addressed —
which can be arranged for in a later stage thoublis-could turn out to be a weak spot
in the selection process of projects.

V. Selection of projects over the programme peridte evaluator did not find a section
on how the allocation of projects over the programperiod will be organized: will
projects be selected on a first in, first out basiglifferently?

VI. Project applications and the project evaluatiprocess. For all measures an
extensive number of eligibility and selection aiiiehas been defined. Especially with
respect to the latter, no clear indications arewjigf the importance of the criteria vis-a-
vis each other, nor their relative weighting in #edection process. Insight in how the
checklist procedure will be implemented is impotttn potential beneficiaries. While
adequate attention is paid to the project appbicatvaluation procedure in the PC
(chapter VI), this remains a weak point.

Earlier experience (e.g. SAPARD) shows that thgegtcevaluation process is judged
by most beneficiaries as slow. A clear checklistcedure for each measure might be
able to speed up the procedure.

VII. Eligibility and selection criteria. The eligiity and selection criteria for each of the
measures as reported now in the PC form in faohglist which includes substantive
explanatory texts but lacks coherence and transpgrdt is usually not clear what the
most important criteria for selecting a project laggiion are. The criteria section of
each of the measures would benefit greatly frorhaaioligh revision, in which a clear
distinction is made between main and minor crifpomts. See also points IV, V, VI.
The longlist as it stands now will no doubt lead lengthy, burdensome and
bureaucratic procedures during the implementatiwsse. This forms the more reason
for a critical look at and reconsideration of thiecia.

VIII. Equal opportunities

For each measure a special text part dealing widiepential treatment (‘positive
discrimination’) of women, handicapped people, ypdarmers and Roma has been
added. In other words, a generic preference imdiwehese groups.

IX. English usage. The English used in the PC tiff)(judged as less than adequate.
This leads sometimes to unnecessary confusion. yedeghanges should be made.

2 Evaluation by chapter & accomplished changes

2.1 Introduction

Various positive changes have been made comparttetast version of the PC. An
inventory of these changes in line with the intév@cevaluation process, is listed here
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on a chapter-by-chapter basis. Subsequently, aragermssessment in terms of
acceptability of each chapter from the point ofélraluator is provided.

Various additional text parts have been addeditoldtest version 13 of the PC. Its size
in terms of pages increased from 150 pages (veBsidbacember 2003) to 187 pages in
the final version. The additional 37 pages haverawed the understanding of the
measures described in the PC, the implementatitimneoOPARD and its organizational
set-up. Especially the financial tables for theivitihal measures, the eligibility criteria
and the indicator part (new indicators and adjustma target levels) have been
strengthened. The paragraphs on selection craedasupported investments have been
importantly altered, and positively so.

2.2 Chapter I, Introduction

Various parts have been added, including:
an organisational overview and description ofARDOP Managing Authority
a richer description of the monitoring system ditih Committee
ditto on the SAPARD mid-term evaluation
ditto on the Management Committee
ditto on the financial management and contr@regements
ditto on Monitoring capacities (comment: righdijuated in the current text?)
ditto on Co-financing aspects
ditto on the role of the Paying Authority, itska and the disbursement process
ditto on its Consistency with the Rural Developitielan.

Furthermore, the introduction has been supplemdmytadirious contact data.

Assessment: the changes have definitely strengthéme latest version of the PC.
Useful material was added. Chapter 1 is judgedespable.

2.3 Chapter Il, Communication Plan
Various changes have been made, including:

a more focused description of the target groups

inclusion of new key messages in part 1.4 (irgka equal opportunities, (FIFG)
fishery measures, the dissemination of what the @RDneans and does)

inclusion of coordination and other principlesvesll as the distinction between
levels of communication levels in part 1.5 Conteof communication

the earlier section I1.6 Time schedule has besplaced by a more precise
Communication Action Plan, and supplemented by selwsection on tools

a handy table on the various communication ins#nis and linked target groups

the inclusion of evaluation indicators.

Assessment: the changes have improved this paheoPC. Useful new material was
added.

One minor comment applies: it is not always cleathe evaluator how the added text
parts relate to the ‘old’ text. Especially, the iioging of new text parts could be

reconsidered. E.g., in two different parts the inguoce of evaluation is mentioned. It
would have been more transparent if both partsbeae put together into one.

Chapter 2 is judged as acceptable.
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2.4 Chapter lll, Detailed description of measures

The new chapter Il is a revised version of thel“ahapter IV. The ‘old’" chapter I
Strategic Priorities and horizontal objectives basn taken out of the PC. The reason
for this has not been explained. Most of the matesriginally presented under this
header can also be found in the OPARD itself. &#dioot detract from the quality of the
PC therefore.

Various changes have been made with respect todétailed description of the
measures. Changes include:

Extended explanatory texts regarding the indaidmeasures (more detailed
description of the measures)

More detailed description of the support givemgliding quantitative data on
support levels

Eligibility criteria, including who (natural peyss, producer groups, etc.)

A redrafted and actualized section on applickves

Additional criteria

Financial plans 2004-2006, i.e. detailed tabléb aplit out cost items by year and
in euros and HUFs, private funds and assistance @iher funds.

Adapted indicators and targets.

And more specifically by measure:

Adaptation and increase in indicators and astatiargets for the assistance to the
fisheries sector measure 111.2 (considered an ingreent)

training (I1l.4) measure: Roma have been incluaed target group.

training (l1l.4) measure: Trained handicappedptedias been added under impact
indicators (minor comment: not mentioned under ouipdicators though)

improvement marketing & processing measure {tll.&dded are excluded
investments (eligibility) for various categories

expansion of rural income opportunities (lll.6) easure: various major
improvements including inclusion of eligibility teria, financial plan and indicator
schemes

Leader+ (111.9) measure: various revised indicétogets

Assessment. The changes have strengthened thedirsgdn of the PC compared to the
last version. Useful new material was added, widjomimprovements on the part of
eligibility criteria, financial target levels anldd fine-tuning of the indicators part.

Comment: in case of restricted periods of callsgflications — if any -, it is not clear
how this will be communicated to the potential Heriaries apart from the internet.
Special advertisements in local newspapers or aviamgeted direct mailing belong to
the possibilities.

Chapter 3 is judged as acceptable.

2.5 Chapter 1V, Evaluation procedure of the appiice
New chapter. Point of departure is the SAPARD erpee which is judged as
adequate. It is supposed that improvements basetheoiSAPARD experience have
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been introduced. This was checked by the evaldatarginal check on the basis of the
mid-term evaluation SAPARD); various improvemerdsédnbeen taken on board.

A precise description of the full cycle of projeevaluations is given, including a
paragraph on ranking and decision.

Comment: it is not quite clear whether projectd Wwé granted on a first in, first out
basis or otherwise, and what quality criteria fanking will be applied. This is

important though, given the sentence “If the avddafund is not enough, the
applications which cannot be financed are rejectgs#e p. 138) and the relative
‘newness’ of the programme which makes interest @ptdke difficult to predict. In

case of an unexpected high proportion of applioatithis might lead to difficulties and
frustration among applicants and implementing b&die

Chapter 4 is judged as acceptable.

2.6 Chapters VI-VIII: Exchange of Computer Datadit@mtive Financial Plan, and
Attachments
Additional explanation on the Information systend dhe constituent modules is given
in chapter VI.

The financial tables in HUF in chapter VII have beskipped. In VIII Attachments we
find however again amounts in HUF. This does nal #&m consistency. Suggested
therefore is to re-include also the old tables WFHN Chapter VII.

Additional as well:

Section VIII.3 on investments excluded from supgfood processing) has been
added

An extensive table on animal welfare and hygietpiirements has been added as
to Chapter VIIII (i.e. V1.8 Minimum requirements)

Assessment: the changes have positively contribtdethe overall quality of the
chapters VI to VIII. Overall, their content is juslfjas adequate and acceptable.

3 Evaluation by measure
3.1 Introduction
This final evaluation comments on the final versanthe PC - version 13 - only. In
accordance with Council Regulation (EC) No 12604, 9%ticle 41 (3), it evaluates on
a measure-by-measure basis:

The consistency of the PC with the aims of threesponding priorities

The quantification of targets & indicators, and

The relevance of the project selection criteria.

The part on consistency contains a judgement orcdheistency with the aims of the
priorities, but also judges whether the justifioatand the description are in reasonable
conformity with the corresponding text parts in ©e.

The part on quantification of targets and indicajodges whether the targets in the PC
are in reasonable conformity with the correspondengets in the OP, and assesses
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whether a good link between the targets and theegsponding monitoring and
evaluation indicators has been made.

The verification part on the relevance of selectidteria assesses the relevance of both
the eligibility and selection criteria mentionedtie PC.

3.2 Assistance to investments in agriculture

Consistency with the aims of the correspondingriiés

Measure 1.1 Assistance to investments in agriculiarone of the measures to be
applied under Priority 1 Establishment of competitibasic material production in
agriculture.

The aim of priority 1 (see OP, page 84) is “to nrodee production in agriculture,
forestry and fishery, and more specifically:

To reduce specific costs of production and perfa technical/technological
renewal;

To increase productivity

To improve the production structure

To establish a better age structure of the agmi@l labour force and agricultural
entrepreneurs

To increase occupational skills.”

In the opinion of the evaluator measure 1.1 is isb@ist with the corresponding priority,
in particular with the following sub-aims:

To reduce specific costs of production and perfa technical/technological
renewal;

To increase productivity

To improve the production structure.

The evaluator judges that the intended supportni@stment to each of the six
investment categories is in line with and will g&ly contribute to these sub-aims.
Investment in new modern production capacity — Whitessence is the subject of all
six sub-measures including also orchards and traga can be expected to improve the
overall production structure; to improve the quignéind quality of agricultural produce

and therefore productivity; and to reduce the cas$tproduction (more efficient and

more rational ways of production).

Priority. There is no clear reference in the PCt ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OPedonot conform to the justification in
the PC. The OP text is leading with respect tojtistification issues and there is no
need to repeat this text in the PC. By adding nlmnents to the justification, while
leaving out other elements, the justification ie oC has become confusing instead of
illuminating.

Description. The description [(3), but more in pardar (4)] is more extensive than in
the OP, as it should be and a further delineatioth® investment aid is offered on a
sub-sector by sub-sector basis. Instead of thegoags ‘facilities related to animal
husbandry’, and ditto to plant production in the, @@ now distinguish six categories.
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In (3) sometimes eligibility criteria seem to haween mixed in the description of the
measure, e.g.:

page 39: “investment subsidies are only availtd@léoldings... etc.”

page 40: “investment support can only be gratgexfjricultural holdings that fulfil
... etc.”.
The text should be reshuffled accordingly. The arptory text on economic viability is
useful but should be repositioned to the sectidacBen criteria.

Overall judgement on consistency

The measure is judged broadly consistent with thes af the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of
changes need to be accomplished in the PC to hrindine with the remarks above, in
particular:

the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of theerggion and ‘justification’ of the
measure by keeping it in line with and evade unssmg duplications of the text of the
OP.

In the opinion of the evaluator, the measure cbutes to three of the five aims
mentioned under priority 1 Establishment of comtpetibasic material production in
agriculture (see above).

Quantification of targets & indicators

The PC largely repeats the targets of the OP. Tdt®l specific and operational targets
are, however, not in all cases identical to thebglpspecific and operational targets
listed in the Operational Programme. E.g., the O&htions as specific target “to
diversify basic agricultural activities, to chanipe structure of production”. This was
subsequently changed in the PC as “to modernize pitmgluction structure of

agriculture”. Yet the degree of conformity can beged as acceptable.

There is no clear link between the targets ideattifin (3) and the monitoring and

evaluation indicators (and targets) mentioned i8).(1At least, a reference and

explanation of the relationship between the twouthde given, e.g. in terms in terms

of the four investment types distinguished undertibading Operational targets. As it
stands now, it is hard to measure and verify whthe stated targets at the end of the
programme will have been met.

The intended improvement of the quality of produstsot included in the current set of
indicators.

No initial rough allocation of the six eligible expditure categories is given (e.g. in
terms of intended percentages of total investmeppart), unlike for instance measure
[11.2 Structural assistance in the fisheries se[dee page 53, item (2)].

Verification of relevance of selection criteria

172



Under this heading both eligibility and selectiaiteria are described. Reshuffling of
section 7 could improve the readability and compreiiveness of this section. The text
on economic viability and eligibility (how both B) should be repositioned here.

With respect to selection criteria, various craeper investment support category are
distinguished, yet without a clear weighting betwéee criteria. This choice makes this
selection process flexible but not transparent fedfand, both for the applicant and the
selection committee.

Economic viability should be an important criteriobogically economic viability
follows from a sound business plan. Except for Beed Groups, economic viability,
however, appears to be assessed on the basismmfaBlaGross Margins (SGM) and
ESU (see page 40). The role - and esp. the quatifythe business plan vis-a-vis the
viability assessment remains, however, unclear.

How will the intended improvement in terms of qtialiof products and production) be
weighted in the selection of projects? The spepiaference that is given in the
selection criteria to young farmers, disadvantageaups or women is that when
choosing from two applications with the same qialifon these groups will be
favoured (i.e. positive discrimination).

The investment measure as a whole is not very tdedear focused in terms of type of
investments and sub-sectors to be supported. Hasslihe risk of fragmentation and
eventual dissipation of support which detracts ftbmeffectiveness of total support.

The PC does not include an explicit indication egions to be supported (e.g. in terms
of number of projects; this is unlike some of thleen measures). It might well be that
support to some ‘well-favoured’ regions would be renobeneficial to the
competitiveness of the agricultural sector as alevtittan support to less favoured areas.
It should be noted that in the mid-term evaluatiminthe SAPARD Programme
recommendations in favour of this more focused fofraupport were made.

Overall judgement on relevance of selection cateri

Although the presented criteria as such are judgéiitient, the eligibility and selection
criteria should be reshuffled in order to improgadability and comprehensiveness.

A number of improvements could, moreover, be acdisimgd. Mentioned are:

Highlighting the importance of a sound busine$sn pand (future) economic
viability should be highlighted. The same appliesntended quality improvements in
relation to the selection of projects.

In selecting projects, the sector-perspectivailshnot be forgotten. l.e. due to the
broad scope of the measure (various investmeng@ags and goals), the measure runs
the risk of supporting a fragmented structure imdtef focusing support toward viable
and competitive parts of the sector. A more rediead perspective could improve the
focus of the measure.

173



3.3 Structural assistance in the fisheries sector

Consistency with the aims of the correspondingritiés

Measure 1.2 Structural assistance in the fishesgesor is one of the measures to be
applied under Priority 1 Establishment of competitbasic material production in
agriculture.

The aim of priority 1 (see OP, page 84) is “to mmodee production in agriculture,
forestry and fishery, and more specifically:

To reduce specific costs of production and perfa technical/technological
renewal,

To increase productivity

To improve the production structure

To establish a better age structure of the agm@l labour force and agricultural
entrepreneurs

To increase occupational skills.”

Confusingly, in the PC the term ‘priority’ is alssed but in relation to EC regulation
366/2001 (priorities 3 and 4, see page 53 and 54).

In the opinion of the evaluator measure 1.2 is bast with the corresponding OP
priority, in particular with the following sub-aims

To increase productivity (vide submeasures 32434

To improve the production structure (vide subroea84)

To increase occupational skills (vide submeast#esnd 46).

The measure includes the (re)construction of fe&ims, fish production systems, fish
processing plants, investment in inland fishingipauent and promotion.

Priority. There is no clear reference in the PGhim introduction that clearly links the
measure to the priority in the Operational Progran(@P). However, short references
to priorities are made in section 4 Actions.

Justification. The justification given in the OPegmot fully conform to the justification
in the PC. New elements have been added to thifigagon, which better illuminate
the rationale behind the measure. Judged as abtepta

Description. In the description slight and tailothnges have been made compared to
the OP. The categorization is in conformity with gREEC) No 366/2001. The
description in terms of actions is clear, esp, gpbét into 6 submeasures. Judged as
adequate.

Overall judgement on consistency

The measure is judged broadly consistent with tives @f the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of
changes need to be accomplished in the PC to hrindine with the remarks above, in
particular:

the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa
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more generally, a critical reassessment of thserggion and ‘justification’ of the
measure by keeping it in line with and evade unssmg duplications of the text of the
OP.

In the opinion of the evaluator, the measure cbuates to three of the five aims
mentioned under priority 1 Establishment of competibasic material production in
agriculture (see above).

Quantification of targets & indicators

The PC largely repeats the targets of the OP, witthal, specific and operational
targets being identical. The indicators are largelggruent to the specified targets and
are judged as adequate. The only aspect that dmuldiven more attention is the
improvement of quality of fishery products for whino indicator has been defined.

Verification of relevance of selection criteria

Economic viability after project implementation.e.ia prior assessment of whether the
enterprise and/or activity is sustainable in ecoicaierms after the project has ended -
iS missing as a criterion.

A well-defined business plan should be part of ghkection procedure, at least where
entrepreneurs (private and/or (semi)public) areceamed.

With respect to the Inland Fishing sub-measur&dpof being licensed for fishing’ as
the only additional criterion - apart from the gealeeligibility criteria — and without
any economic assessment whatsoever is judged aEmea

With respect to the sub-measure Promotion, ‘acogrdd general criteria as the only
additional criterion’ and without any economic asseent whatsoever is judged as
meager.

With respect to the sub-measure Assistance to pesdorganisations, ‘according to
104/2000 EC Rgeulation’ should be explained.

The selection criteria only mention sub-measurdsahd 4.2. Should be extended to
include 4.3 — 4.6 as well.

It is not clear why only for sub-measure 4.2 th@raf women employed is mentioned
as a criterion and why not for other measures.

Overall judgement on relevance of selection cateri

The eligibility criteria are judged adequate fotiates 4.1, 4.2, 4.6. For activities 4.3,
4.4 and 4.5 they should be elaborated and betpdaierd. See above.

The selection criteria only mention sub-measurdsafd 4.2. Should be extended to
include 4.3 — 4.6 as well.
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A further possible improvement would be to incluenomic viability as a criterion,
fro 4.1, 4.2 and possibly fro 4.5 and 4.6. The sapmies to the inclusion of a business
plan.

3.4 Setting up of young farmers

Consistency with the aims of the correspondingrjiigs
Measure 1.3 Setting up of young farmers is onehefrheasures to be applied under
Priority 1 Establishment of competitive basic matigproduction in agriculture.

Priority. There is no clear reference in the PQt ttlearly links the measure to the
priority in the Operational Programme (OP).

The aim of priority 1 (see OP, page 84) is “to nmrodee production in agriculture,
forestry and fishery, and more specifically:

To reduce specific costs of production and perfa technical/technological
renewal,

To increase productivity

To improve the production structure

To establish a better age structure of the agmi@l labour force and agricultural
entrepreneurs

To increase occupational skills.”

In the opinion of the evaluator measure 1.3 is isb@st with the corresponding priority,
with the following sub-aims, and in particular tlast one:

To increase productivity

To improve the production structure

To establish a better age structure of the agmi@l labour force and agricultural
entrepreneurs.

Remark: it not clear how the measure will deal witle agricultural labour force at
large, as the measure appears to be specificallgchat young private entrepreneurs.
Justification. The justification given in the OHfdis from the justification in the PC,
but is roughly consistent with it. Judged as acuapt

Description. The description clearly explains wtiet measure entails (3) and for which
activities (4).

The congruence of the measure with the measurestdsse to Investments in
Agriculture is not fully clear to the evaluator,pesiot with respect to the interest
subsidy (loan) element and — generally - the pdggibf ‘double’ subsidies? This part
should be clarified.

Overall judgement on consistency
The measure is judged broadly consistent with tives @f the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of

changes need to be accomplished to bring it in Windh the remarks above, in
particular:
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the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of treerggion and ‘justification’ of the
measure by keeping it in line with and evade unssmg duplications of the text of the
OP.

In the opinion of the evaluator, the measure cbutes to three of the five aims
mentioned under priority 1 Establishment of competibasic material production in
agriculture, and in particular towards the aim e$tablishing a better age structure of
the agricultural labour force and agricultural epteneurs”

Quantification of targets & indicators
Targets are acceptably consistent with the taligettee OP. The quantification in terms
of indicators is acceptable.

Monitoring of special groups (Roma, handicappedusthbe considered.
Verification of relevance of selection criteria

The selection criteria include ‘agricultural exgerce’ which is not further described
apart from experience of 1 to maximum 3 years incafjure. Would this mean that
persons applying with more than 3 years experidngee falling within the target

category (below 40 years of age) will be excludéd?y so? And how is agricultural
experience defined? Does it, e.g., include parétmork experience on a farm?

What are the crucial factors that determine thenewdc viability? How will this be
tested after the indicated period of 3 years?

Like other measures, the selection criteria doghmiw the relative importance of the
different elements for selection. How will certairiteria, in particular “taking over a

farm”, “membership of producer organization” andrthers operating in less favoured
and environmentally sensitive areas” be weightesklecting projects? This part should
be clarified.

Overall judgement on relevance of selection cateri

Eligibility and selection criteria as such are jadgsufficient. They are acceptable if the
following improvements are made:

The selection criterion ‘agricultural experiencehosld be elaborated, i.e.further
defined.

The same applies to the criterion economic vighilit
It should be clarified in which way the selectiontaria “taking over a farm”,

“membership of producer organization” and “farmegerating in less favoured and
environmentally sensitive areas” will be used ilesting projects.
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3.5 Assistance to vocational further training agtlaining

Consistency with the aims of the correspondingrjiiés

Measure 1.4 Assistance to vocational further trgjnand retraining is one of the
measures to be applied under Priority 1 Establistiroé competitive basic material
production in agriculture.

The aim of priority 1 (see OP, page 84) is “to mmodee production in agriculture,
forestry and fishery, and more specifically:

To reduce specific costs of production and perfa technical/technological
renewal,

To increase productivity

To improve the production structure

To establish a better age structure of the agm@l labour force and agricultural
entrepreneurs

To increase occupational skills.”

In the opinion of the evaluator measure 1.4 is isb@ist with the corresponding priority,
in particular with the following sub-aims:

To increase productivity

To increase occupational skills.

Priority. There is no clear reference in the PQt ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OHfdis from the justification in the PC.
New elements in the justification of the PC haverbadded (e.g. the paragraph on safe
product sales etc) and others have been skippgdti@ning courses for women) while
reappearing later on in the text.

Description. The description clearly explains wtigt measure entails (3) and for which
activities (4). Compared to the OP, more focus basn added with a the list of
‘technical fields’ eligible for support.

Overall judgement on consistency

The measure is judged broadly consistent with thes af the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of
changes need to be accomplished to bring it in lindh the remarks above, in
particular:

the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of thserggion and ‘justification’ of the
measure by keeping it in line with and evade unssmg duplications of the text of the
OP.

In the opinion of the evaluator, the measure cbuatds to two of the five aims

mentioned under priority 1 Establishment of comtpetibasic material production in
agriculture, in particular to increase occupatiaidlls.
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Quantification of targets & indicators

The “safeguarding of environmental benefits” hasrbadded as a global target. The
two specific targets have been positively adapted not clear why only Roma are
mentioned in the operational targets, and not alh@ups nor women.

A difference in terms of available budget has bewmle between agriculture-specific
training and forestry/fishery-specific training. Ithe monitoring and assessment
evaluation indicators this distinction does nopezar. Inclusion should be considered.

Verification of relevance of selection criteria

Under eligibility criteria providers of training either natural or legal persons - are
mentioned, whereas farmers are mentioned as bemefgc As it stands now, the
providers are the de facto beneficiaries.

Under selection criteria it is mentioned that “ttraining be(ing) conducted in an

agricultural region, being in critical employmeituation”. It should also be made clear
how the term ‘critical’ is defined. Furthermoregtlogic of this statement as it stands
now is not entirely convincing to the evaluatonwtiuld be logical to select on the basis
on revealed needs amongst farmers within a regather than on employment

considerations.

Overall judgement on relevance of selection cateri

Eligibility and selection criteria as such are jadgsufficient, and acceptable if the
following improvements are made:

Clarification on who will be eligible: training pvaders or farmers?

It should be considered whether and how the seledtiterion “the training be(ing)
conducted in an agricultural region, being in cdti employment situation” can be
adapted (see the above) and explained how exagtill be used in selecting projects.

3.6 Improvements of processing and marketing dtatjural products

Consistency with the aims of the correspondingrjiies

Measure 2.1 Improvements of processing and marketiragricultural products is the
only measure to be applied under Priority 2 Modsation of food processing.

The aim of priority 2 has not been described in @ (see page 100-101), as has
already been indicated in the ex-ante evaluatiothef OP. A check on consistency
could therefore formally not be accomplished.

A marginal check on the usefulness of the measunck digible support under the
measure vis-a-vis the aim of “modernizing food mssing” is, however, positive in the
view of the evaluator.

Priority. There is no clear reference in the PCt ttlaarly links the measure to the
priority in the Operational Programme (OP).
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Justification. The justification given in the OHfdis strongly from the justification in
the PC. The rationale given is short but adequdte. paragraph ‘strategic elements ..’
is judged redundant, as it roughly covers (a selecbf) the targets dealt with
subsequently.

Description. The description clearly explains wiegt measure entails (3) and for which
activities (4). Compared to the OP, more focus basn added with a the list of
‘technical fields’ eligible for support.

Remark: the description of the sectors eligibledopport and restrictions on a sector-
by-sector basis [highlighted in (3)] precedes sect4) Supported investments. This is
not logical. Integration of the two in (4) would egtly enhance readability and
comprehensiveness.

A distinction is made between small (30-100 m HERY large (>100 m HUF) projects
and between investment aiming at improving comipetiess and aiming at the welfare
of people/environment. Remark: development projeelated to food safety, organic
and ICM products are ranked under the latter arel eigible for a higher aid
percentage. It is questionable whether this caizafion is justifiable.

Overall judgement on consistency

The aim of priority 2 has not been described in @ (see page 100-101), as has
already been indicated in the ex-ante evaluatiothef OP. A check on consistency
could therefore formally not be accomplished.

If the aim of the priority is defined as “the modeation of food processing”’, i.e.
identical to the priority itself, the measure camregarded as being in line with that
priority. The specific targets (improved competiiess of processing enterprises,
rationalization between processing and sales cl&nngroved food safety and quality
of food products, improvement of working conditiprend reduced environmental
impact) can all be judged as contributing toware odernisation of food processing.
A more apt title would be “modernisation of the doiodustry”.

Quantification of targets & indicators

While global and specific targets conform to the®mentioned in the OP, some of the
operational targets differ. E.g., the PC mentiongrovement of the production of ‘new,
higher processed innovative products’ instead eWmproducts with value added’ (OP).
The changes are within limits and therefore judgeckptable. In the remainder of the
text sometimes the old labels are still used tholigis is not consistent.

Organic and ICM products are included in one ofdperational targets.

Levels of support indicated in (6) differ from theaximum aid level of 50% mentioned
in the OP.

The listed monitoring and assessment indicatorfoconto the targets.

Verification of relevance of selection criteria
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Eligibility criteria. With respect to (economic)ability a list of various factors to be
assessed are mentioned. No indication is given adhat are acceptable benchmarks in
this respect. Furthermore, the applicant is reque$d provide evidence on sales
opportunities created by the project. This direathlates to viability and should
therefore be integrated and the text readjustedrditgly.

A reshuffling/ redrafting of the text on eligibiitcriteria would improve the readability
and comprehensiveness and should be seriouslyderadi

Selection criteria. Selection criteria apply to gwmpany (refer mainly to viability), to

the project, as well as include additional critefioa large projects. Selection will be
based on a comparative scoring. It is important #pglicants are informed about the
weighting of the different elements in the finabse

Overall judgement on relevance of selection cateri

Eligibility and selection criteria are judged sugi@int. Improvements could be made
with respect to:

Explaining and elaborating the viability criterion.
Redrafting the eligibility criteria text in ordes timprove its comprehensiveness

Making clear to potential beneficiaries what thi&atige importance is of the various
selection criteria will be in the selection process

3.7 Expansion of rural income earning opportunities

Consistency with the aims of the correspondingriigs

Measure 3.1 Expansion of rural income earning dppdies is one of the measures to
be applied under Priority 3 Development of ruraiea.

The aim of priority 3 (see OP, page 107) is “torpote the realignment of rural areas.
Within this:

To reduce the economic and social disadvantagesal areas

To improve the quality and conditions of life aimtome positions of the rural
population

To diminish the ageing and depopulation of snsdttlements, the further
deterioration of human potentials (...) and the fertarosion of the landscape and the
image of the rural world.”

In the opinion of the evaluator measure 3.1 is isb@ist with the corresponding priority,
in particular with the following sub-aims:

To reduce the economic and social disadvantagesal areas

To improve the quality and conditions of life aimtome positions of the rural
population.

The variety in support — through the sub-measuresrsification of agricultural
activities (sub-measure 4.1), the marketing of ipagricultural products (sub-measure
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4.2), development of rural tourism and craft atitég (sub-measure 4.3) warrant a broad
base of potential beneficiaries.

Priority. There is no clear reference in the PQt ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OHfdis from the justification in the PC.
Yet the rationale given is short but adequate.

Description. The description in sub-measures iara@ad well-structured.

Remark submeasure 4.1: new percentages compartte tOP are mentioned with
respect to the sales revenue (15-20% in 5 yeai&-vis 30% in 2 years).

Remark submeasure 4.1: it is not clear on whatsb#éme limitative list of eligible
products has been made exactly and whether sigakegories have been left out. Yet
the activities all appear to be labour-intensive amall-scale.

Remark submeasure 4.1: additional evidence has jmgteforward to substantiate the
claims with respect to the Excellent Food and Tiailé — Tastes — Regions schemes.

Overall judgement on consistency

The measure is judged broadly consistent with thes af the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of
changes need to be accomplished to bring it in lindh the remarks above, in
particular:

the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of theerggion and ‘justification’ of the
measure by keeping it in line with and evade unssg duplications of the text of the
OP.
In the opinion of the evaluator, the measure cbuatés to at least two of the three aims
mentioned under priority 3 Development of ruraleare

Quantification of targets & indicators
Targets have been sometimes slightly altered cosdparthe OP. E.qg.:

(global target) “to create wider sources of ineoearning opportunities” (PC)
instead of “to create income opportunities”.

(operational target) “to improve the marketingyality agricultural products” (OP)
and “to improve the marketing of quality agricuéilproducts” (PC).

Remark: Impact is now only measured in terms ofsjaeated and preserved.
Income/revenue levels receive no attention white ithimportant global target as well.

Verification of relevance of selection criteria

Eligibility criteria are clear and judged suffictiehe definition of economic viability is
clearer described than elsewhere in the PC.
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Selection criteria are judged sufficient. It iswaver, not clear what is meant by the
term ‘development’. Most probably the term ‘projéstmeant instead.

Overall judgement on relevance of selection cateri
Eligibility and selection criteria are clear andiged sufficient.

It would be to the benefit of potential applicatdsnotify them in advance of how the
various criteria will be weighted in the selectimocess.

3.8 Development and improvement of infrastructumenected with the development of
agriculture

Consistency with the aims of the correspondingriigs

Measure 3.2 Development and improvement of infuastire connected with the
development of agriculture is one of the measucedd applied under Priority 3
Development of rural areas.

The aim of priority 3 (see OP, page 107) is “torpote the realignment of rural areas.
Within this:

“To reduce the economic and social disadvantegesal areas”

“To improve the quality and conditions of lifedamcome positions of the rural
population”, and

(as a result of the above) “To diminish the ageamd depopulation of small
settlements, the further deterioration of humarepiidls (...) and the further erosion of
the landscape and the image of the rural world.”

In the opinion of the evaluator measure 3.2 is sbast with the corresponding priority
and aims. While the development and improvemerggpicultural infrastructure has a
direct and foremost effect on the development oicafiure, it can be expected have a
positive indirect effects on the development ofhareas as a whole, by increasing the
accessibility and hence mobility opportunities urfal areas.

Priority. There is no clear reference in the PCt ttlaarly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OHfdis from the justification in the PC.
Yet the rationale given is judged as adequate.

Description. The description in sub-measures iara@ad well-structured.

It is not clear from the text, whether maximum amguapply for submeasures apart
from those for 4.2.2 and 4.2.3.

Overall judgement on consistency

The measure is judged broadly consistent with thes af the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of
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changes need to be accomplished to bring it in lindh the remarks above, in
particular:

the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of thserggion and ‘justification’ of the
measure by keeping it in line with and evade unsssg duplications of the text of the
OP.

In the opinion of the evaluator, the measure cbuatds indirectly to all three aims
mentioned under priority 3 Development of ruralaare

Quantification of targets & indicators

The specific target “to improve the conditions wigation water facilities ... etc.” was
reformulated into “to improve irrigation water ma@geanent”. Some elements have been
added to the specific targets, e.g. “to develomllonarkets etc.” was extended to
include “...buying up facilities, wholesale market3he specific target “to preserve
and to improve fertility of land, melioration” wasdtered into “to improve agricultural
land, tro make it suitable for extensive utilisatioThe latter is in fact quite a different
thing than the target stated in the OP.

In the monitoring and evaluation indicators noidition has been made between the
various targets, whilst items like land ameliorati@nergy supply and irrigation — to

mention only some of the items — are rather diffeend can be easily measured and
monitored. Moreover, the division in submeasuresideitself to a more extensive and
better monitoring and evaluation system. Indicatmsld therefore be elaborated. The
split into different regions is a good one and $tidneé maintained.

The indicator “number of agricultural enterpriséfeeted... ": is meant here how many
actually connected (e.g. by roads)? Affected istimmad as in principle it serves society
as a whole.

With respect to the environmental protection (sésba targets), no indicators are
provided. The same holds for income, revenue, aratkimg/production/living
conditions. Some — albeit rough - indicators shobkl defined to address this
undesirable situation.

Verification of relevance of selection criteria

The eligibility criteria include two specific crii@ which — apparently - specifically
apply to measure 4.1. This should be stated as Sucthermore, it is not clear how the
eligibility criterion “no public debts” relates the actual status and jurisdiction of water
management associations and local governments.

Selection criteria include evidence regarding ommepviability and sustainability. The
relationship between the three — which obviousigtexis not made clear.

Selection criteria also mention positive discrintorg treatment of women and

disadvantaged groups. At the same time under 14s imentioned that equal
opportunities are neutral. How do these two statdsnelate?

184



Classification and especially the ranking of prtgewill be expected to be difficult, as
high support rates might engender a great numbeapglications. How will the
selection proceed? According to region? Otherriaite

For submeasure 4.3 the number of services andidmscbffered on the market are
mentioned as ‘further criteria’ (page 107). Whaaatky is meant here?

Overall judgement on relevance of selection cateri
The eligibility criteria are clear and judged saikint.

The selection criteria are in principle judged muéiht, provided that certain
amendments are made, in particular:

a clarification of the relationship between outeo viability and sustainability

how projects will be judged in terms of assesmetls — as clearly in some regions
there is more urgent needs for improved infrastmecthan elsewhere.

3.9 Renovation and development of villages andegtan and conservation of rural
heritage

Consistency with the aims of the correspondingriigs

Measure 3.3 Renovation and development of villagas$ protection and conservation
of rural heritage is one of the measures to beieghpinder Priority 3 Development of
rural areas.

The aim of priority 3 (see OP, page 107) is “torpote the realignment of rural areas.
Within this:

To reduce the economic and social disadvantagesal areas

To improve the quality and conditions of life aimtome positions of the rural
population

To diminish the ageing and depopulation of snsdttlements, the further
deterioration of human potentials (...) and the fertarosion of the landscape and the
image of the rural world.”

In the opinion of the evaluator measure 3.3 is sd@st with the corresponding priority
and its three consecutive sub-aims. Through théatation and development of
existing buildings for multi-functional purposegiet renovation of buildings and of
monuments; and by improving and protecting natuatdes and the landscape, positive
effects can be expected to directly and positiadfgct the “quality and conditions of
life” and preventing “further erosion of the landpe and the image of the rural world”.
The measure can be expected to have a positiviadistct impact on reducing existing
disparities, to diminishing the ageing and depdjtaof small settlements and to the
further deterioration of human potentials.

Priority. There is no clear reference in the PC ttlaarly links the measure to the
priority in the Operational Programme (OP).
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Justification. The justification given in the OHfdis from the justification in the PC.
Yet the rationale given is judged as adequate.

Description. The description in sub-measures iara@ad well-structured.
Maximum rates of support differ from the rates ldavn in the OP.
Overall judgement on consistency

The measure is judged broadly consistent with tihres @f the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of
changes need to be accomplished to bring it in lindh the remarks above, in
particular:

the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of thserggion and ‘justification’ of the
measure by keeping it in line with and evade unssmg duplications of the text of the
OP.

In the opinion of the evaluator, the measure cbuates directly to (parts) of two of the
three sub-aims mentioned under priority 3 Develapmef rural areas and more
indirectly to all of the mentioned sub-mains.

Quantification of targets & indicators
Slight differences appear to exist between theetarlisted in the OP and in the PC:
Global objective “to improve living and workingmditions in rural areas”(OP)
versus “to improve living conditions in rural aré@3C)
Specific objective “to improve the appearanceucdl settlements and environment”
(OP) versus “to improve rural settlements and emvitent” (PC)

The monitoring and evaluation indicators are ret#d. The increase in the quality of
life is the only impact indicator listed. Reductiohmigration, the other global target, is
not monitored.

Verification of relevance of selection criteria
Regarding eligibility criteria , it is not clear Wwothe eligibility criterion “no public
debts” relates to the actual status and jurisdiatiblocal governments.

It is not clear how applications will be evaluategiyen the broad number of very
different beneficiaries. What are the more impdrtaelection criteria, and how, for
instance, will applications by private entreprerscue judged?

It is not clear how viability and operational sursédoility will be measured when talking
about, e.g., the preservation of plants, new pigsti

In the paragraph on equal opportunities, severadddn’ selection criteria are

mentioned, esp. with respect to village renewaksehappear to make sense, yet they
are of a different nature than the other critend almost resemble objectives.
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Overall judgement on relevance of selection cateri
The eligibility criteria are clear and judged saoiint.

The selection criteria are in principle judged muéiht, provided that certain
amendments are made, in particular:

a clarification of the relationship and measunenoé viability and sustainability for
specific categories, e.g. preservation of plards; plantings

how projects will be judged in terms of assesseeds — and in particular how a
balanced selection of projects is warranted, gitten variety in private and public
background of potential beneficiaries.

3.10 Leader+

Consistency with the aims of the correspondingrjiiés

Measure 3.4 Leader+ is one of the measures to gmdied under Priority 3
Development of rural areas.

The aim of priority 3 (see OP, page 107) is “torpote the realignment of rural areas.
Within this:

To reduce the economic and social disadvantagesal areas

To improve the quality and conditions of life amtome positions of the rural
population

To diminish the ageing and depopulation of snsdttlements, the further
deterioration of human potentials (...) and the fertarosion of the landscape and the
image of the rural world.”

In the opinion of the evaluator measure 3.4 is isb@ist with the corresponding priority,
and its sub-aims. The actions (1. acquisition ofllssk2. pilot integrated rural
development strategies; 3. support for inter-teriad and transnational co-operation)
and communication network development at variousl$) can be expected to have a
positive and direct impact on improving the quabtyd conditions of life and income
positions of the rural population. Through thisg dnerefore indirectly, the measure can
also be expected to have a positive impact orvibeother sub-aims.

Priority. There is no clear reference in the PCt ttlaarly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OHfdis from the justification in the PC.
Yet the rationale given is judged as adequate.

Description. The description in sub-measures shbaldlarified, esp. where the setting
up of LAGs is concerned (how is the organizatido IDAGs foreseen).

The labeling and content of action 1 Acquisitionsiiflls should be rethought. As is
understood by the evaluator from the current tdwd,formation of active LAGs is part
of the measure itself. It is understood that thipart of action 1. Yet, it is questionable
whether the activities described under action 1 su#icient for the creation of
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operational LAGs. Training and ‘marketing’ of thedder+ approach are important but
not sufficient.

The description of action 3 (interregional and $tzorder co-operation) is rather limited
and in terms of implementation judged as margihabrning from other, especially
foreign LAGs with some history (e.g. Austria) mighé a productive form of co-
operation and of moving forward.

It is not entirely clear who can / should join th&Gs and what criteria are set for a
functioning LAG (i.e.: add to 7.1.1). More in geakrthe distinction between (the
formation of) LAGs, integrated rural developmentnd and strategies should be
clarified.

Overall judgement on consistency

The measure is judged broadly consistent with thes af the corresponding priority.
However, in order to make this correspondence notgar and visible, a number of
changes need to be accomplished to bring it in lindh the remarks above, in
particular:

the inclusion of a concise explanation to whidbrity the measure applies and how
the measure relates to the aims of the correspgmdiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of ttsergeion and ‘justification’ of the
measure by keeping it in line with and evade unssg duplications of the text of the
OP.

In the opinion of the evaluator, the measure cbuteis directly second of the three sub-
aims mentioned under priority 3 Development of rar@as and more indirectly to all
of the mentioned sub-mains.

Quantification of targets & indicators

The targets stated in the PC have been slightlptadacompared to those stated in the
OP yet are judged to be in conformity. The indicatare judged as adequate but judged
as the bare minimum.

Verification of relevance of selection criteria
The Leader+ measure should promote bottom-up pseseand should especially
stimulate innovations, in terms of products / pssceorganization.

The formation of ‘working’ active LAGs is cruciabtthe success of the Leader+
measure. It is not clear how the setting up ofltAGs is promoted apart from action 1.

It is not fully clear from the current text, whietigibility criteria apply to which of the
listed activities. E.g. action 4.2 is mentionedstfirThe logical approach is to choose
appropriate Local Action Groups first based oniblify and selection criteria, and
then focus on the activities to be accomplishedjragased on eligibility and selection
criteria.
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See 7.1.2: selection criteria of the LAGs. Thistisecseems to concern the selection of
pilot strategies / local development plans rathentLAGs. To what extent do micro-
region’s agricultural and rural development stregegelate to the OPARD and what are
to restrictions / margins to manoeuver for LAGs whiefining a local development
plan?

With respect to the selection criteria for projeethich are to be defined by the LAGs,
clear framework rules should be defined by the OPA&ithorities as to what is and
what is not possible.

Overall judgement on relevance of selection cateri

Although all relevant eligibility criteria appeao thave been listed, the section on
eligibility needs reshuffling in order to improveadability and comprehensiveness, and
to make clear where the eligibility of LAGs and w#dhe eligibility of projects is
meant.

A similar comment applies to the listing of selentcriteria

3.11 Technical assistance

Consistency with the aims of the correspondingriigs

Measure 4 Technical assistance is a measure tpgded under Priority 4 Technical
Assistance.

Priority. There is no clear reference in the PQt ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OFndine with the justification in the PC.
Description. The description of the measure isrcea judged as adequate.

Overall judgement on consistency

The measure is judged broadly consistent with ihe & the corresponding priority

which is to “support the effective implementationtiee Structural Funds (...) and to
give guidance on the activities supportable inftamework of Technical Assistance”.

Quantification of targets & indicators
The indicators part is judged as satisfactory.
The indicative figures mentioned at the impact paduld be checked.

A budget breakdown is missing.

Verification of relevance of selection criteria
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Overall judgement of selection criteria
The eligibility criterion “The annual report takascount of the usage of eligible costs
and technical assistance” requires clear explamatio

The current selection criterion formulated as “Td@sojects will be implemented that
can significantly contribute to the objectives bktmeasure and effect community
policies (...)"is unnecessary vague. It can and shbelmade more specific.

Position of the Managing Authority on the conclusias and recommendation of the
ex-ante evaluation

The terms of Reference state the task to be peefivy the ex ante evaluation team on
behalf of the Programme Complement as follows: HxeAnte Evaluation should
assess whether the measures in the Programme Goemlelemonstrate consistency
with the aims of the corresponding priorities, difgrtheir specific targets where the
measures lend themselves thereto and subsequéntijdsverify the relevance of the
selection criteria. During the execution of thiskewsation this developed version of PC
had not been available, the evaluation concerngumbcedly the chapters on the
measures, the Communication Plan and the Projéett®s process, eligibility and
selection criteria and equal opportunities. In B@ the main part is the description of
the measures themselves, of course the assesomaséd that part.

During the preparation of the Programme Complentiemtex-ante evaluators worked
intensively together with the planners and with t&nagement Authority. The
evaluators appreciate very much the open discusdioat could take place on the
proposed drafts of the PC. As a consequence ofedaback given by the evaluators,
and comments of the Commission the PC had beenteatamd strongly improved
during the course of this process. It is importéamtmention that in general the
evaluators assessed that the PC is consistent tiithARDOP and the evaluators’
judgement was positive they were quite satisfiembakhe final results.

The ex-ante evaluation of the PC is a very impdéntixcument in the assessment of the
work carried out up to now by the Agricultural aRdral Development Agency and the
Managing Authority as well. Those who prepared thecument have completed
substantial work, their remarks are mostly accdpiaheir suggestions are suitable and
worth to be utilised.

We would like to point out, however, that certaémiarks are not timely because of the
accelerated pace of the implementation of ARDO® gttyanisational changes that took
place in the meantime, the measures for improvemeptocedures carried out by the
new management of the Agency and the effect ofeth@easures and changes.
Regardless of the effects of the late start offferamme it can be ascertained that the
re-organisation of MARD and ARDA and work carriedtdn both bodies up to now
can _be viewed as a substantial achievement. Itmigoitant to notice that the
implementation of the programme and its effect Il Hungarian agriculture will be
really measurable only when the beneficiaries immglet the supported projects. The
majority of the supported investments will be radi in the years 2005-2007, only after
closing the payments will it be possible to disel@s sound, measurable result of the
achieved objectives of the subsidies. Having in dnihe previously mentioned
arguments it can be said in the implementation @loAARDOP that the assessment of
the results of SAPARD implementation provided grEsgistance in the elaboration and
implementation of ARDOP for the years 2004-2006.
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Monitoring and information system

The monitoring indicators were set up accordingtie EU Guideline with clos€

consultation of different departments of MARD. THe system for structural funds$

(EMIR) is able to work with the monitoring indicasoand tables. The general aim
this IT system, which has been used by the Manafirthority and ARDA as well, is

to _gather reliable financial and statistical infation on implementation for the

monitoring and evaluation activities in complianagth Article 34 of the Council

Regulation (EC) No 1260/1999. Learning from the 8/&RP experiences a missing IT
system and a human resource shortage made refflbultlito establish an adequate

monitoring and information system.

Organisation

The previous version of the PC has been strengthevith the description of the
organisational background, monitoring system, dreditnplementation structure. Thi
concerns, in particular, the more detailed dedonpdf the responsibilities and tasks
the Managing Authority; the precise structure andcfions of the departments i
charge, its position within the MARD (organigramnie}erms of the reporting line an
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the provisions to ensure reqular co-ordination Wiitd various departments associated

with the programming and implementation — and wARDA. Reporting and
communication between ARDA, Management Authorityg toncerned departments
the MARD and the Regional Offices, and also extemmmmunication and co-
operation is continuously being improved. Regulageldy meetings have bee
introduced by the head of MA with participationlefddership of concerned departmer
of MARD, ARDA and representatives of National Dey@hent Office (CSF MA).

Equal opportunities

In the PC each measure contains a special textpdigcussed by a sub-committee f
this issue — dealing with preferential treatmems{pve discrimination) of women
handicapped people, young farmers and roma. A enbyittee is setting up fo
horizontal issues, in particular for equal oppoitiea by the Management Authority.

Project applications and the project evaluatiorcess

Earlier experience (SAPARD mid-term evaluation) whd that the project evaluatio
process is judged by most beneficiaries as slow. daluation of applications takes 1
much time, because more than 8000 pieces SAPARD,namre than 4000 piece
ARDOP applications arrived at the ARDA, thereforanm steps have been taken
order to speed up this process at ARDA. The simgpliobn of procedures werg
expected and started to introduce in 2004 withsiewi of Operation Manuals.
Communication

An_important_issue is_informing the beneficiariemd it is crucial that extensiv
information be provided to the general public amd potential beneficiaries an
applicants, to ensure full transparency and guaeaopen procedures. Information a
publicity about assistance from the Structural Fumgl intended to increase publ
awareness and transparency regarding the activitidtee European Union and creat¢
coherent picture of the assistance concerned a@bddember States. In order t

Df

n
its

50

in

D

191



ensure transparency, the aim of the measures omriafion and publicity is to inform

potential and final beneficiaries about the opputies offered by the joint assistance
from the EU and the Hungarian government.

The evaluators assessed the Communication Plan edls developed and useful

materials were added. It forms a good basis for fngher elaboration and

implementation of the proposed activities. The Mdslstarted the implementation of
the Communication Plan according to the quite Idisieof possible communication

tools is presented in the plan and to the objestige down.
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VI. EXCHANGE OF COMPUTER DATA

The development of the IT system, permitting thechexge of data with the
Commission according to Article 34(1)(a) of CouriRégulation (EC) No 1260/1999. is
under way. Information required is defined in Anrgx(1) of Commission Regulation
(EC) No 438/2001.

A single IT system will be used by all the managighorities, the intermediate bodies
and the paying authority. In order to enhance thkalbiility of the monitoring
information and supporting the management of thedButhe IT system will also have
management and financial functions.

According to Paragraph 15 of Government Decree NB2D03, the monitoring of
programs implemented with the assistance of ndtiondgetary support, international
aid and support has to be handled in the data egehaystem set up for this purpose
(EMIR). Therefore, all Operational Programmes, ficed from the Structural Funds
and Cohesion Fund have to use the Single Monitoaing Information System and
upload it with data.

The development of the IT system is managed byNhgonal Development Office,
with the direct involvement of the managing auttiesi and the paying authority. The
system was finalised and handed over dfi @November 2003, the service provider is
also responsible for maintenance and potentighéurlevelopment of the system.

The concept of the Information System

The planned information system has to be able ppau the programmes throughout

the whole programming period to the greatest ptssktent. The procedures, which

are the basis for the processes for the prograpmi¢ation phases, statuses) are not
finalised yet, are subject to constant changestefbee, special attention has to be paid
to designing the information system in such a vy it will be able to handle changes

in the program processes without any major modifica

Therefore, it is advisable to create appropriatdstthat are able to carry out the above-
mentioned task of handling these changes.

The tools to be established, will considerably dase the time needed for the
adaptation of modifications into the IT system, timegthe requirements of the project
application managing organisations. Of course, éividtese tools are established, some
remaining functions can only be handled througipidgramming.

The goal of the Single Monitoring and Informatiogsg&m (EMIR) is to support the
record keeping and processing of data in conneatitim the efficient and transparent
operation of grant schemes with the assistanceooferm information technology. This
enables the organisations and organisational wifithe national institutions of the
Structural and Cohesion Funds that are physicatigd a in terms of tender
administration - technically separated, to workhwitie same data set and database, thus
avoiding redundancy and multiple input of data.
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The display of EMIR is based on Windows Terminah/&es, which runs on a

Windows Server 2003 server. The EMIR ensures datagiand further processing of
input data, contributing to the ongoing databasdatga Furthermore, it enables the
users to carry out their daily work in an easy eaffitient way. The system delivers
information to the statistics and project assessfiugctions from the processed data.

Description of the modules

System co-ordination module

This module monitors the work and activity of theers, as well as the modifications of
the versions of each module, about which the systwvides notification.

In this module, the correspondence (document) t@taplcan be defined; therefore, all
outgoing mail created by the users will have aamif appearance.

The system co-ordination operates together in aegiated way with the relevant
Oracle database functions in every aspect.

The system continuously maintains a log. The systélinnot allow logging to be
disabled.

System data module
The module enables a faster, more accurate, unifi@ateninput process.

The core data will be used and interpreted in @lsiway in each module. The
components can be enhanced and modified with tletemance of the core data.

Registry module

The registry module is designed to register theptata mails used for incoming
proposals, documents related to proposals, invoigces other documents (opinions
related to proposals, weekly reports, etc.) as agllor outgoing mails used during the
tender administration. The incoming and outgoingwoents entered into the system
receive a registration number, which is connected particular application. Based on
these registration numbers, the incoming and ontgdocuments can be easily traced
both within and outside the module.

If an application meets the criteria, it receivesnéque identification number from the
system, based on which the relevant operationajrpm, priority, measure and the call
for application can be identified.

The information system is able to generate diffedocuments, such as registration
notifications, rejection letters, application idéination sheets, as well as bar coded
identification labels.

Decision preparation module

The decision preparation module of the single nmomg system is suitable for
recording data arising at different decision makiegels throughout the whole
application evaluation process, up to the finaliglen. Furthermore, it is able to
produce documents based on these data.
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Within the module, it is possible to record the irentcontent of paper-based
applications, since the application templates ie #ystem are identical with the
officially-published templates for the calls forgipgation. Data input here will meet the
basic information requirements for the functionshi$ and other modules.

Contract module

In the contract module, the contracts, contractifitadions and related processes can
be registered.

The contract to be made with the eligible benefieaand its annexes (source-, and
cost breakdown, project progress, undertaking ofigations with restrictive
conditions), will be prepared, and the data ofdbetract and the date from which it is
effective, will be recorded in this module.

The documents necessary for the contracting caredistered, therefore there is the
opportunity to enter and approve data about theoreeéble deposits (tangible,
intangible deposits, bank guarantee) related tepaformance, or performance not in
compliance with the contract.

A further functional feature is the registrationtbé reason and the time of a contract
modification.

The printing of the documents related to processt#sn the module can be carried out
with a given template.

Financing module

A basic principle of the financing of the StructuFainds is that payments are made
based on settled invoices only. Therefore, thealfibeneficiary advances the payment,
and submits paid invoices to the Intermediate Bokherefore, the main rule is that

through the treasury system, only the share fgitdd EU and budgetary support will

be refunded.

The structure of the module:

¢ Invoice recording

¢ Spendings from the funds
« Verification

¢ Bank account

« Financial tables

The monitoring of the project implementation and progress module

Among the activities related to project implemeiotat monitoring is of crucial
importance.

Monitoring is the tracing/checking of the realisatiof the goals defined during the
project planning thus the ongoing monitoring of tlimancial and physical
implementation and progress.

This module of the Single Monitoring and Informati®System provides the
opportunity to create reliable basic data and dbfié indicators, to evaluate the
implementation activity, as well as to transferaddthe system, and this module, also
supports the monitoring activities of the annuabgpess reports, with particular
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attention to the standard monitoring tables neeflmd the EAGGF and FIFG,
respectively.

The goal of the module:

« systematic gathering of data required

< analysis of the appropriateness of input, outpasdiiit and impact indicators
e preparation of letters for the beneficiaries

* preparation of required reports

Control module

The system supports the risk analysis and planpriogess, registers the yearly and
mid-term plans, and provides further IT supportdadit activities.

The Audit module consists of the following main tiats:

e On site control
* 5-15 % control
e Internal control

Managing irregularities module

The goal of the managing irregularities moduléhis thecking of irregularities and
monitoring the measures in order to investigateandect them.

The module provides the opportunity to enter andister data related to
observation, inspection, management and monitaririgegularities.

Monitoring module

In the monitoring module, all reports are includedich are obligatory according
to the Hungarian and the EU regulations, or necgdsathe efficient operation and up-
to-date monitoring of the managing support tasks.

The interconnections between the modules of EMHR,Ruilding upon each other
of the data input techniques, the accurate andle@tdata storage provided by the
system, the user-friendliness of the monitoring oledenables the organisations to
prepare the statistical tables and summary repexsssary for the reporting system of
the entire procedure of the programming procesd) as:

¢ Support of monitoring activities related to eackne¢nt of the procedure, or

« Monitoring measuring the efficiency of the projedy the grant scheme
(component), as well as

* Preparation of reports to be sent on a regulastiaghe Managing Authorities,
Paying authorities and the EU (438/2001 EC Reguriati

The content of data can be manipulated at manysesech as:

¢ Queries can be run in order to show detailed in&diom about the projects

» Statistical tables containing summarised projetdsa can be prepared
For detailed monitoring of the support, the systpmovides the opportunity to
demonstrate

¢ How much support was applied for within the suppmhstruction (decision
preparation module),
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« How many applications were accepted by the relevagdnisations (decision
preparation module),
« The committed amount of support by signed contr@xistract module), or,
« How much money has actually been paid, or wheeagit, withdrawn from the
contracted amount of support (financing module).
The indicators at project level are summarised @pmonents, based on which, it is
possible to monitor the progress and efficiency eafch measure, priority, and
operational program.

Besides the data-inputting organisation, the momigomodule enables the superior
authorities, -depending on their access authooisatito gain up-to-date information
directly.

All query lists of data can be exported into MS &xecontributing to further practical
technical solutions, such as processing, highlightiand thus facilitating the users’
daily work.

The monitoring module is able to create the follogvsummarised data for each grant
scheme (calls for application, central projectsgpamns) based on the requirements of
the CSF Managing Authority:

« Number of incoming applications (project/programarsd), the requested
amount, and the value of quantified targets

« Number of eligible applications (project/programams), the amount of
requested and awarded support, and the value otitjed targets

« Number of rejected applications (project/programing), the requested amount,
and the value of quantified targets

¢ Number of signed contracts for support, the amadirdontracted support, and
the value of quantified targets and settled payment

* Number of projects in the implementation phasepsuppaid, and the value of
quantified targets and settled payments

* Number of project realised, support paid, and thee of quantified targets and
settled payments

¢ Number of projects in the claim management phaseuat of support paid but
reclaimed

» Date of arrival of the main status points (applaat, project/program plan), the
decision concerning support/rejection, signing shipport contract; as well as
the time period between the date of fund spendeguest, and the date of
payment

The eligible support is indicated in all cases quested, proposed, awarded, under
financing, etc. — the share of the national andsBlUrce, as well as the total amount.
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VII. FINANCIAL PLAN

Co-financing of the Operational Programme

According to the principles of mid-term directivetbe Ministry of Finance, it is stated
that the main principle is to ensure the co-finagaf all EU programmes.

Government Decree 233/2003. (XI.16.) on the eshblent of financial
implementation, accounting and control systems t@f Structural Funds and the
Cohesion Fund establishes the base regulatiomi&urmg the national contribution to
the Structural Funds and to the Cohesion Fund.

The central budgetary contribution of ARDOP is pded by the fund holder — the
National Development Office — being responsible fdanning of the national
contribution.

The fund holder — the National Development Officein-consultation with the
Managing Authority — who is responsible to involire the budget planning the
Intermediate Body and the relevant departmentshef Nlinistry of Agriculture and
Rural Development -shall plan in the Hungarian ymautget the budget appropriations
for the priorities of ARDOP, taking into considecat the followings:

a) payment forecasts based on the payments effactibe iprevious year and on the
payments expected until the date of realisation/anthe closure of the
operational programme and data concerning the haggeopriations committed
for the programming period;

b) the ARDOP approved by the European Commission, #red Programme
Complement.

The central budgetary contribution of ARDOP is pded by the fund holder on the
chapter operated budget appropriation utilizatiocoants. The Managing Authority has
disposal right on the ARDOP chapter operated budpgptopriation utilization account.
The Managing Authority ensures in advance the tmlblic contribution from the
ARDOP chapter operated budgetary appropriatiorizatibn account to the disposal
account — technical account - of the correspondiregasure. The Intermediate Body
shall execute payment from the disposal accourth@fcorresponding measure to the
beneficiary, paying out the eligible expenditures.

After the total amount of the assistance is disbdin® the Beneficiary, the Managing
Authority settles the total amount of the pre-ficad assistance posterior, and submits
its claim for community contribution to the PayiAgthority.

The community contribution shall be transferredts Paying Authority on the basis of
the post-settlement from the ARDOP HUF bank accaenthe ARDOP chapter
operated budget appropriation utilization account.

The detailed regulation regarding disposal on thklip contribution is settled in the
framework of the 1/2004. (11.16.) Common Decreetltd Minister without Portfolio,
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Minister of Employment and Labour, Minister of Agmiture and Rural Development,
Minister of Economy and Transport, Minister of Etavimental Protection and Water
Management and Minister of Finance on rules of gidime budget relating to the
support provided by the Structural Funds and ISPA&SIon Fund of the European
Union and of the co-finance provided by the HurggaiGovernment.

With a view to article 29(2) of (EC) Regulation12Bi09, the contribution from the
FIFG is calculated in relation to the total eligékost.

The contribution from the EAGGF guidance sectiocaileulated in relation to the total
public or similar expenditure (national, regional ¢ocal and Community) for all
measures of the programme.

Private co-financing has been inserted for all meas of the Operational Programme,
while distinguishing amongst resources to be dedafIFG) and not to be declared
(EAGGF). For this reason, the financial table oimgludes private co-financing to be
declared for the activities to be co-financed bizGl
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EUR current prices

QOther
" Total Central " . Private :
Year | Priority Measure Total cost Tot.allpub.llc Toltal EU E.RDF .ESF EeGGF FIFG assistance | government | government Re.g.lon?I ITG.MI. Othler.pul.allc funds to be | EIB loans private
participation P P participation | participation | participation funds not to
participation | participation declared
be declared
2004 100 195 932 98 856 084 74 163 497 0 0] 73137174 1026 323 24 692 587 23277949 ] 1414 638 0 1339 848 0| 104 488 629
Establishment of competiive malerial 57706 144| 56366 296| 42 296 158 ) o| 47269835 1026323  14070138| 14070138 0 0 o| 1379848 o| 7626769
production in agricufure
’:;j‘fu‘ﬁﬂf: Lo investments in 50734 550) 50734 550) 38050 912 i 0| 38050912 ol 12883838 12 883 638 0 i i i 0| 76101825
Setting up young farmers 2798 064 2789 064 2089 298 0 1] 2099 298 0 699 7EB 699 TEE 1] 0 0 0 1] 0
Assistance to vocational training 1492 B34 1492834 1119625 i 0| 1119625 i 373 209 373 209 0 i i i i 185 B71
and retraining
structural assistance n the 1670605 1333848 1028323 0 0 0 1026 323 313525 313525 0 0 0| 1339848 0 0
fisheries sector
Mocernisation of food processing 13838 815 13 639 875 10 378 867 4] 0| 10379867 4] 3 459 854 3 459 954 4] 4] 4] a 0| 20753723
Impravement of processing and 13839815/ 13839815/ 10379 861 i 0| 10379861 3459 954 3459 954 0 i i i 0| 20759 723
marketing of agricultural products
Develgpmenf of rural areas 26 186 797 26 186 737 18 640 098 a Q| 13640 036 a 6 546 707 5132063 a 14714638 a a 1] 7467 210
Expansion of rural income eamming | g gng 1355|5909 135 4431851 0 o 4431881 0 1477 284 1477 264 0 0 0 0 o| 56571
oppartunities
Development and improvemnent of
infrastructure connected with 12378 082 12378 082 9283 661 0 1} 9283 561 0 3084 521 1678 883 1} 1414 638 0 1} a 51304 883
agriculture
Renavation and development of
villages and protection and 3421078 3421078 2565 808 0 1} 2565 808 0 885 270 825270 1} 0 0 0 1) 380120
conservation of rural heritage
LEADER+ 4478 502 4478 502 3358 876 a a 3358 876 a 11196268 1119 B26 a a a 0 a 11196268
Technical assistance 2463 176 2463 176 7847 382 [4] 4] 7847 382 0 615784 6715794 4] a 0 a 0 a
‘Techmcal assistance 2463 176 2463 176 1847 382 1] a 1847 382 1] 616 794 615 794 a 1] 1] i} a 1]
Other
" Total Central . " Private :
Year | Priority Measure Totalcost Tot:allpub.llc To.tal EU E.RDF .ESF EAGGF FIFG assistance | government | government Re.gllon:al I._o.cal. Dth:er.pul?hc funds to be | EIB loans private
participation | assistance |assistance | assistance | assistance P L participation | participation | participation funds not to
participation | participation declared be declared
2005 143 045934) 141133084 105880 417 ] 0] 104 415174 14865 243 35 262 867 33 233 042 0 2019625 0 1912 850 0] 149174 450
Establishment of competifive material
praduction in agricufure 82 364 873 80472023 60384 622 4] 0| 58979379 1465 243 20087 404 20 087 407 a 4] 0 1972 850 0| 708 854 435
Assistance to investments in
agriculture 72431792 72431792 54323 844 a 0] 54323844 a 18 107 848 18 107 948 a a a a 0] 108 647 688
Setting up young farmers 3866 118 3866 118 2 897 088 a a 28487 088 1] 999 030 483 030 i} a a 1] 1] i}
Assistance to vocational training
and retraining 2131 263 2131263 1608 447 i i] 1588447 0 532 8168 532816 0 i] i] 0 0 236 807
Structural assistance in the
fisheries sectar 3825 700 1912850 1465 243 a 1] 1] 1465 243 447 607 447 607 0 1] 1] 1912850 1] 0
Modernisafion of food processing 18 755 580 18 758 580 14575 935 Q 0| 74878835 a 4939 845 4939 645 Q o 1] a 0 29837 870
Improvernent of processing and
rnarketing of agricultural products 19 758 580 19 758 580 14 818 835 a 0] 14818835 a 4 939 645 4939 645 0 a a a 0] 29837870
Development of rural areas 37 385 838 37 355888| 28039 423 4] 0| 28039423 a 9 346 475 7 326 850 a 2019625 0 a 0| 70652085
BExpansion of rural income earning
opportunities 2436 248 5436248 B 327 186 i i] 6327 188 0 3109062 2103062 0 i] i] 0 0 937 361
Development and improvemnent of
infrastructure connected with
agriculture 17671719 17671714 13253 789 a 0] 132537849 a 4417 830 2398 305 0 2019625 a a a 7573584
Renovation and development of
villages and protection and
conservation of rural heritage 4884 143 4884 143 3 6683 107 i i] 3 663 107 0 1221038 1221038 0 i] i] 0 0 542 633
LEADER+ B 393 788 B 393 788 4795 341 a 1] 4795341 1] 1598447 1598 447 0 1] 1] 1] 1] 1598 447
Technical assistance 3516 583 3 516 583 2§37 437 Q o] 2 837 437 a 879 146 879 746 Q o] 1] a Q Q
‘TEEhmEa\ assistance 3516 583 3516 583 2 B37 437 a a 2 B3T 437 a 879 146 874 148 i} a a a a i}

The contribution from FIFG is calculated in relatio the total cost (11,461,836 EUR), including/até funds.
The contribution from EAGGF Guidance section isakited in relation to the total public expenditure

Private co-financing has been inserted for all messof the Operational Programme, while distingaig amongst resources to be declared (FIFG) otono¢ declared (EAGGF)

For all EAGGF-cofinanced measures of the OP, iniiegrivate resources indicated in the finanaélé are only informative.
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EUR current prices

Other
Y Prio M Total + Total public Total EU ERDF ESF EAGGF FIFG Total ¢ Central ¢ Regional Local Other public Private EIB1 private funds
ear| Priority easure otal cos participation i i i i i gnvt.ar.mm.an gnvt_ar.mm.an participation | participation | participation funds 03NS ot to be
participation | participation
declared
2006 185 325 137|182 846 917|157 174 836 0 0] 135 276520| 1898 316] 45672 081] 45055528 2 616 555 0] 2478220 105 265 019
isf;‘:ig:f; of compeniive material production | oo oop 5ol 104255 543| 78252 132 0 0| 76337815|1898315| 26024 5i1| 26024501 0 0| 2478220 141 066 814
A ssistance to investments in agriculure 93 540 010] 93 840 010] 70 380 007 0 0] 70380007 0 73460 003] 23460 003 0 0 0 140760 015
Setting up young farmers 5 177226 5177226 5832919 0 o] 3ss29ls 0 1284307 1294307 0 0 0 0
A ssist 1 tional trammng and
SSISTAnEE 10 ncahor & 2761 137, 2761187 2070890 0 of 207080 0 490 297 690 207 0 0 0 306 799
retrainng
Structural assistance i the fisheres 4956440 2478220) 1898316 [ [ 0| 1893 3ls 579 504 579 504 0 o] z472m0 0
Modermisation of food pracessing 25508 300| 25598 300| 19 198 873 0 0| 10108475 0 5309 625| 63004625 0 o 0 38 397 750
Tprovement of processing and marketing| oo o0 conl 35 sagspo| 19193375 0 0| 1919875 0 6309 625| 6399635 0 i 0 33397 750
of agricultural products
Develapment of rural areas 48935 816| 46435 416| 36 325 861 0 0| 16326 g6i 0| 12108055 0492402 2646553 0 0 13 800455
E Frural
FPARSIOD O TUrE NCome sarmng 10929 693| 10929698 8197273 0 0 219727 0 2732425 27I2425 0 0 0 1214411
opportunthes
Development and improvement of 22894830 22804839 17171129 0 of 17171120 0 s73710| 3107157 2616 553 0 0 9812 074
infrastructure connected with agriculture
Renovation and development of villages
and protection and conservation of rural 6327719 6327718 4745729 0 0| 4757 0 1581930 1581930 0 0 0 703 080
heritage
LEADER+ § 283 560 5283560 6212670 0 o ezzam 0 2070890] 207080 0 0 0 2 070 &30
Technical assistance 4555 958 4555958 3416 968 0 0] 3416968 0 1138990] 1133980 0 0 0 0
[Techuical assistance 4555058 4555058 3416968 0 o] 3416068 0 1138090] 1133900 0 0 0 0
Other
.. Total public Total EU ERDF ESF EAGGF FIFG Total Central Regional Local Other public | Private private fiunds
Year | Priority Measure Total cost L . . . : : government | government . R . EIB loans
par articipati articipatis participation | participation | participation funds not to he
participation | participation declared
2004-2006 428 567003 422 836 085] 317218 750 0 0| 312828868 4380882 105617335| 90 s66 519 6030 816 o| 570018 446 928 008
Zeiablishment of campetiive material 246 825 886/ 241 084 962 | 180 912 912 0 0| 176525 030| 4380882| 60182050 60182 050 0 o| 5730018 326 219005
roduction in agriculiure
A.ssistance to mvestments m agrichure | 217 006 352 217 006 352] 162 754 763 0 o] 162754 763 0] s425153 54251 588 0 0 0 325 500 525
Setting up young farmers 11972408]  11972408] 8979 305 0 o ssmans 0 2993 103 2993 103 0 0 0 0
Assistance to sooational raining and 6385 284 5385284 4738962 0 o| 47892 0 1596 322 1596 322 0 0 0 700 477
retrammg
f:;g:ml assistance in the Echeries 11461836 s7a0918| 4389 832 0 0 0| 4389882 1341 036 1341 036 0 ol 5730918 0
\iodarmisation of food 50195 805| 50106 895| 44 397 671 0 0| 44397 671 o| 14700224 ls799222 [ 0 B §8 795 343
Inprovement of processing and 59196895 59196895 44 397671 0 o| 44376 o|  1a7esza4) 14799 zas 0 0 0 38 795 343
marketing of agricultural products
Development of rural areas 112008 311| 112008 511 &4 008 360 0 0| 24006 360 o| 26002131] 219051315 5050815 0 B 31013750
Expansion of rural income eanting 25275081| 25275081 18956310 0 o| 18956310 0 6318 771 6318 771 0 0 0 2 808 343
opportunities
Development and improvement of 52944640) 52944 640( 39703479 0 o| 37847 o 13236181 7185 345 6050816 0 0 22 690 561
infrastructure connected with agriculure
Renovation and development of willages
and protection and conservation of rural | 14 632940 14 32940 10974 704 0 ol 1097474 0 3658 236 3 658 236 0 0 0 1625 833
heritage
LEADERY 19155850 19 155 850] 14 36¢ 857 0 o 14 366 317 0 4788 963 4 788 963 0 0 0 4788 963
Technizal assistance 0535717 10535719 7901787 0 o 70177 0 2633 930 2 633 930 0 0 0 0
[Techmcal assistance 0535717 10535707 7901787 0 ol 700177 0 3633 930 2 633 930 0 0 0 0

The contribution from FIFG is calculated in relatio the total cost (11,461,836 euros), includingate funds.

The contribution from EAGGF Guidance section isakdted in relation to the total public expenditure

Private co-financing has been inserted for all messof the Operational Programme, while distingaig amongst resources to be declared (FIFG) otono¢ declared (EAGGF)
For all EAGGF-cofinanced measures of the OP, iniiegrivate resources indicated in the finanaélé are only informative.
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VIIl. ATTACHMENTS

VII1.1 Criteriafor an economically viable farm

As one of the results of adapting the acquis comntairay the Hungarian Farm

Accountancy Data Network has been operating witional coverage since 2001, pursuant
to Council Regulation 79/1965 setting up a networkthe collection of accountancy data on
the incomes and business operation of agricultucédlilgs in the European Economic
Community.

In the framework of the Farm Accountancy Data Nek(@&ADN) farms above the minimum
economic size are observed.

The EU determines the economic size accordinge@titential income producing capacity of
the farm and expresses it in European Size UnJJEAccording to the definition 1 ESU
equals to € 1200 standard gross margin (SGM). 1 ESldulated at a HUF/euro rate of 255,
equals to HUF 306 000.

In the Farm Accountancy Data Network farms abov&SJs are observed, and in the
ARDOP support system this farm size is regardati@basis of economic viability.

Calculation of the minimum economic size of a givamf is based on the standard gross
margins of the activities according to the differagticultural sectors and carried out in line
with a prescribed methodology. The value of the ddath gross margin is calculated in the
following way: the specific values determined oe thasis of FADN data, indicated in the

table below, are multiplied by the area data adogrtb the cultivation structure of the farm

and the number livestock named in the table, andstiieresults are added up. If the

calculated SGM of a farm is over 5 ESUs (i.e. HUB30 000), it can be considered

economically viable.

Economic viability in the ARDOP:

Investment support can only be granted to agricalltholdings that fulfil the criterion of
economic viability, to be assessed on the basis@fStandard Gross Margin and the ESU.
Economic viability is the primary criteria. The eowonic viability must be used as a primary
criterion. In the course of evaluation other additil criteria must be taken into account such
as profitability, rate of indebtedness, creditapillf the holding fails to fulfil the criterion of
economic viability, no support shall be granted.

ESU is defined in a way that the most producers holdings would be able to take
advantage of the subsidies. In this respect, omadisés of the surveys referring to the FADN,
holdings over 5 ESUs satisfied this need. More 9@ of agricultural land cultivated by
agricultural enterprises and farms belong to tategory. In the year 2002, which serves as a
basis for the calculations, the SGM-based sizeedpn of the concerned agricultural
enterprises was as follows in the table.
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According to the table 8617 individual farm and.411 joint enterprise reached the 2 EM

(ESU)_Among them 5 EME (ESUWas reached b27674 (31,9%)ndividual farms,and

3947 (89,5%)oint enterprisesThe final number of potential, possible aspirant81i$21.

This potential aspirants use 60,3% of the totaicafurtral territory of individual farms, and

99,7% of the total agricultural territory of joiahterprises, so farmers can receive suppor

81,2% of Hungary’s agricultural territary

. Number of farms Size of the Agricultural land (ha)

Size by - . . .
categories Private Econ_oml_c Private Econ_oml_c

Farms | Organisation Total Farms | Organisation  Total
2-5 ESU 59043 464| 59507 753037,6 5417,0 7584547
Above 5 ESU 27674 3947 31621 1143028,0 2132375,5 3275403,5
Total: 867171 4411) 91128 1896065,1 2137792,5 4033858,2
Size b Distribution (%)

. y Number of Farms Size of the Agricultural land

categories - - - -

Private Economic Private Economic

Farms | Organisation Total Farms | Organisation Total
2-5 ESU 68,1 10,5 65,3 39,7 0,3 18,8
Above 5 ESU 31,9 89,5 34,7 60,3 99,7 81,2
Total: 100,0 100,00 100,0 100,0 100,0 100,0

E

on

The indices of economic viability had to be revissdcompared to the previous version of the
Programme Complement because the basic economic geranof the year 2000, which
served as basis for the calculation in the firstsiom, had been updated with the figures
derived from the 2001-2002 FADN survey. This wagséd on authentic basic data, the index
of economic viability could be identified as 5 ESUs

At the same time, this index ensures harmony with itidex of semi-subsistence farms
expressed in the annual return on sales in theoh&lti Rural Development Plan.
Consequently, semi-subsistence farms that are ed$isim the National Rural Development
Plan are not eligible for support under ARDOP, fimiling to meet the criteria of economic
viability.

Those farms, which do not reach 5 ESU, are notbédidor investment support. Their source
of aid is the NRDP, semi-subsistence farms mea&imder 2 ESU all farms are excluded
from all types of support. This decision was deteerdiby the fact that resources available
for support (ARDOP and NRDP together are very kit

The investment support measure operated in coomeetith the Sapard Plan has been
modified several times. A significant ratio of the rimétions was required by the imprudent
definition of economic viability in the first vermi as well as the optimal determination of the
deadlines for the submission of applications antthaity certificates and documents to be
presented at the time of concluding the assistamcart. After the modification, the method

of determining economic viability was simplified ar tquantifiable values to be taken into
account in the calculation of viability were lowdrd his way, the overwhelming majority of

the economic enterprises have become eligible f&*/A2D supports.

In the case of large agricultural holdingsroduction of further indicators is not regarded

as justified, however, the evaluation of the indewf economic viability is facilitated and
supplemented by the analysis of the financial amsheic figures presented in the business
plan and the practical limit values derived thenefro
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Standard gross margins of the activities

(Average of the 1999-2000-2001 years )

SGM 2000

Code Name Unit SGM
D01 Wheat and spelt wheat HUF/ha 64 59
D02 Durum wheat HUF/ha 60 464
D03 Rye HUF/ha 36 93
D04 Barley HUF/ha 56 64
D05 Oats HUF/ha 41 641
D06 Grain maize HUF/ha 83 72(
D07 Rice HUF/ha 120 359
D08 Other cereals HUF/ha 48 86
D09 Dried legumes (total) HUF/ha 48 134
DO9E Dried legumes: pea, bean, lupin HUF/ha 49]162
DO9F Dried legumes: lintil,chick pea, Hungarianchet HUF/ha 60 918
D09G Other dried legumes HUF/ha 76 084
D10 Potato (including early and seed potato) HUF/hg 430 714
D11 Sugar beet (except seed production) HUF/h4 6286%
D12 Feeding beets and brassica (except seed praduct HUF/ha 50 55
D23-25 Industrial crops HUF/ha 65 134
D23 Tobacco HUF/ha 222 20%
D24 Hop HUF/ha 526 782
D26 Rape (Cabbage and beet) HUF/ha 55|578
D27 Sunflower HUF/ha 58 26
D28 Soya HUF/ha 54 664
D29 Oilflax HUF/ha 49 621
D30 Other oil plants HUF/ha 53 56
D31 Flax HUF/ha 44 693
D32 Abaca HUF/ha 95 62
D34 Essential oil plants, medicinal and culinarydse HUF/ha 345 45p
D35 Other industrial crops HUF/ha 6111
D14 Fresh vegetables, melon and strawberry, frgeranoduced HUF/ha

or produced in field covered with low (impassalge)tective 347 181

blanket
D14A Fresh vegetables, melon and strawb@jyreerange — HUF/ha 292 955

field produced
D14B Fresh vegetables, melon and strawbg)ygarden — field HUF/ha 401 406
produced

D15 Fresh veg_etables, me_lon and strawberry prodincaba HUF/ha 5965 89l

covered with glass or in other (passable) manner
D16 Flowers and ornamental plants (except treeemyyproduced HUF/ha 5 631 457

in field or low (impassable) area
D17 Flowers and ornamental plants (except tre roduced

in area covered with glasg orin gther [()passeaeglgjfmr HUF/ha 18771 52p
D18 Feed plants HUF/ha 52 664
D18A Feed plants, annual grasses HUF/hg 17290
D18B Feed plants, other green feeds HUF/hg 61 588
D18B1 Feed plants, green maize (silo) HUF/hal 65|83
D18B3 Feed plants, other HUF/ha 51 89¢
D19 Seed production and young plant nursery i fiekcept HUE/ha 52 79(

cereals, dry vegetables, potato and oil plant 9eeds
D20 Other field plants HUF/ha 51 744
E Herb gardens HUF/ha 423 89
F Grassland and pasture HUF/ha 17 423
FO1 Grassland and pasture, except naturally gropasgures HUF/ha 16 979
F02 Natural pastures HUF/ha 17 576
G01 Fruit and berry plantations HUF/ha 397 73
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Code Name Unit SGM
GO1A Fruit and berry plantations, temperate zoestkir HUF/ha 39773
G01C Fruit and berry plantations, shell plants HW=/ 118 84]
G04 Vine plantations HUF/ha 312 28%
GO4A Vine plantations, quality wine grape HUF/ha 53226
G04B Vine plantations, other wine grape HUF/ha 289
G04C Vine plantations, table grape HUF/ha 312492
GO05 Tree nurseries HUF/ha 504 504
G0o7 Perennial plants under glass cover HUF/ha 6 200 376
101 Secondary weeds (total) HUF/ha 187 81%
102 Mushroom production HUF/100nt 406 167
Jo1 Horses HUF/animal 26 607
J02 Cattle, younger than one year HUF/animal 14704
JO2A Cattle, younger than one year, male HUF/animal 15 230
J02B Cattle, younger than one year, female HUF/ahim 14 179
JO3 rTC]:;\It;Ie, one-year old or older, but younger tiwam year old HUE/animal 19 79
Jo4 fgr%tglz one-year old or older, but younger tfwam year old HUF/animal 19 054
JO5 Cattle, two-year old or older, male HUF/animal 22 843
JO6 Cattle, two-year old or older, heifer HUF/anima 20 798
JOo7 Cattle, two-year old or older, dairy cow HU Fifaal 194 7372
JO8 Cattle, two-year old or older, other cow HU Fifzal 10 194
J09 Sheep (at any age) HUF/animal 3 66
JO9A Sheep, female, breeding HUF/animal 3 627
JO9B Sheep, other HUF/animal 3 714
J10 Goat (at any age) HUF/animal 2074
J10A Goat, female, breeding HUF/animal 24 539
J10B Goat, other HUF/animal 16 857
J11 Pig, piglet with a live weight under 20 kg HeRimal 3 244
J12 Pig, brood sow with a weight of 50 kg or more URAnimal 3577
J13 Other pig HUF/animal 15 954
J14 Broiler HUF/lOO 38 857
animals
J15 Layers of gallinaceous birds I_-lUF/lOO 113 560
animals
J16 Other poultry (duck, turkey, goose, guinea jowl HUF/100 129 927
animals
J16A Turkey HUF/lOO 133 760
animals
J16B Duck HUF/lOO 121 882
animals
J16C Goose HUF/lOO 130 882
animals
J16D Other Poultry HUF/lOO 127 278
animals
J17 Rabbit (Breeding rabbit) (Doe) HUF/animal 22
Ji8 Bees HUF/beg-hlve 5111
quantity

In case of the measure “Improvement of processidgnaerketing of agricultural products”:

Reports and data presenting the actual situatidnnaid-term targets of the company justify
the viability of the company. In order to determinability, the followings are examined and
evaluated: the production condition of the entsmriraw material supply, the position of
sales, quality policy, the position of environmendamployment, the financial-economic
indices of the enterprise (the earnings after tafabhe two previous closed business years,
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ratio of own capital within resources, rate of ljty, asset proportional profitability, own
capital proportional profitability, labour propastial income of the undertaking).

In case of the measure “Expansion of rural incomeiegropportunities”:

Verified economic viability based on business andkeizng plans and balance sheets for the
previous three years.
Economic viability: An enterprise is to be considered as economiozliple in case it
| justifies that the average of EBKThe result of the enterprise before taxatiohthe one of
previous two years is not negative. In case ofieapts with a full completed business year
| the EBIT of the completed business year is not negativeabe of applicants with open
business year the assessment of viability is conpletethe basis of the balance sheet and
planned result of the business plan.
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Content of the codes for the standard gross marginsf the activities

Code | designation (FSS) Unit of Content EU
measurement
Wheat and spe wheat (without durum): Triticum aestivum,
D01 ha
wheat spelta, T. monococcum
D02 Durum wheat ha durum wheat
D03 Rye ha mixture of rye with wheat in ratio 111102
D04 Barley ha winter barley; spring barley
D05 Oats ha oats as cereals (including seed), but extihg garnde
D06 Grain maize ha maize (without hybrid seed);riymaize seed |green forage!
D07 Rice ha rice
Triticale;  millet;  buckwheat (Polygonu
D08 Other cereals ha fagopyrEJm, Fagopyrum esculentum); sorg
(seeds); canary seed (canary grass, toowo
canary grass); indian rice
bean (dried); peéincluding eating pea and fie
D09 |Dried legumes (total) ~ ha  |Pe): lentil; field bean; chick pea; vetchl DO9E+DO9F+D09G
(Lathyrus sativus also known as grassy
cowpea (Vigna sinensis); lupine; lupine seed
Dried legumes: pe| grain pie, grain bean (field bean), sweet liplants grown for their protein content, harve
DO9E ? ha ; . e : X ) .
bean, lupin (Pisum sativum, Vicia faba, Lupionus ssp.) |as dry grean (including seed and grégume
Dried legumes: linti lentil, chick pea, Hungariarvetchling (Len{seed-mix)
DO9F |chick pea, Hungarid ha culinaris, Cicer aretinum, Vicia pannonica, V
vetch varia)
DO9G | Other dried legumes ha vgtchllng, cowpea (Lathyrus sativus, Vi
sinensis)
Potato (includin . .
D10 early and seed potato) ha potato including seed tuber and early potato
D11 Sugar beet_ (exce ha sugar beet grown for sugar- and/or alcoholindustri
seed production) purposes, excluding seed
Feedin beets a wet mashes: wild carrot, turnip and other fee
ny beets (Beta vulgaijs feeding borecole, feediffor feeding purposes, primarilly grown for th
D12 brassica (except sg ha . . . A
i cabbage, feeding cucurbit, green oil ragroot or fleshy stalk (excluding seed)
production) feedi i ,
eeding parsnip, yam, maniocroot, sweet potato
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D23+D24+D25+D26+

D23- 1, qustrial corps ha D27+D28+D29+D30+
D35 P D31+D32+D33+D34+
D35
D23 Tobacco ha tobacco excluding seed
D24 Hop ha hop excluding seed
D25 Cotton ha cotton
D26 Rape (Cabbage a ha coleseed and bird rape seed (Brassica napusharvested as grain crop, fowvegetable o
beet) rapa) producing purposes (including seed)
D27 Sunflower ha sunflower f(_)r other purposes; sunflowerseecincluding seed
vegetable oil producing purposes
D28 Soya ha Soyabean including seed
D29 Oilflax ha oilflax seed (types of Linum usitgimum) prlmarl_lly grown for vegetable oil produci
(including seed)
peanut; crocus seed (safflower, bastard saff
mustard-seed; castoil bean; poppy, eatir
. poppy, industrial poppy; oil radish se|grown primarily for their oil content, d
D30 Other oil plants ha hempseed; oil sqea seed; Guisotia abessitharvested (grain) (including seed)
charlock seed; gold of pleasure seed; oil sq
seed, without shell
types primarily grown for fibre producti
D31 Flax ha common flax plant (excluding seed)
D32 Abaca ha Manila hemp (abaca) g(ral;r‘\ja;rlly grown for fibre production (excludi
) jute, abaca (Musa textilis), sisal plant (Ag
D33 Other fibre plants ha sisalana)
Esse_n_tlal oil - plant medcinal herbs and basic material for esse .
D34 medicinal an ha ils: i ika: oth f herb excluding seed
culinary herbs oils; seasoning paprika; other culinary herbs
D35 Other industrial crops ha gtrziinérg:ﬁstnal crops; root chicory; arista excluding seed
Fresh vegetablg
melon and strawbey,
D14 gfj{;ﬁggg pri(;lducfeigl ha D14A+D14B D14A+D14B
covered with loy

(impassable)
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protective blanket

Fresh vegetablg
melon and strawber|

vegetables grown in crop rotaion kiagricultura

D14A () freerange field ha vegetables; strawberry plants, melon and strawberry,_which primarily
produced going to be processed (excluding seed) low surface: growin
Eresh vegetabld vegedbles grown in crop rotaion wifacility unpassable K
melon and strawber horticultural  plants, _ _(vegetables, strawbgman
D14B (b) garden - field ha vegetables; strawberry ornamental-anq me_dlcm_al plants)_, melon ¢
produced strawberry, which primarily are going to be g
on the market (excluding seed)
Fresh vegetablg
g‘;ﬁ;@%ﬂd Trt]rawgfer passable surface: mar
D15 covered with glass ha vegetables; strawberry excluding seed abl_e_ to pass under {
in other (passabl facility
manner
Flowers an
ornamental plan
D16 (except tree nursef ha ornamental plants and flowers (exclug
produced in field g nursery-garden)
low (impassable) arg | . .
ow surface: growin
E:?]"a";resmal plg’:} facility unpassable K
(except tree nurser . man
D17 produced in  are ha ornamental plantand flowers (excluding nurse
covered with glass garden)
in other (passabl
manner
D18 Feed plants ha D18A+D18B D18A+D18B
Grass field sowed as part of the ploughé
(minimal 1, maximal 5 years long at the s
location ), which is cltivated for grazing and/
D18A Feed plants, annu ha periodical grassland ha_y, silo. Before res_owing the form_er grass fig
grasses going to be extermined by ploughing and/or
weedkiller (herbicide). Including mixed with o
plants (papilionaceae), if the herbs are domi
(excluding seed)
D18B |FReed plants, oth ha D18B1+D18B3 Usually one-year-old feeding crops 18B1+D18B3
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green feeds

Feed plants, gre

silo (also soya); green maize (including also

All_kinds of feeding maize (mixture of corn

(n_ Q)

D18B1 - . ha : Phake ear, green without ensilage or
maize (silo) and sunflower-like) .
(excluding seed)
cow-grass (Trifolium incarnatum); melil
(Melilotus); feeding soya; alfalfa (Medicad
sativa); big English clover (Trifolium prater|
perenne); sainfoin (Onobrychisativa); bird"

D18B3 | Feed plants, other ha foot trefoil (L(?tus corniculatus); clover-grassx|Including the dominant fet_edlng legumes. Gree
hay, setaria; Sudan grass (Sorghum vulharvested as hay. (excluding weet)
sudanense); feeding millet; feedign sorgh
(sweet sorghum); winter forageix; spring
foragemix; other green roughage; ot
roughabe-hay

. coronilla seed; melilot seed, bird's foot trefoil-
Seed production al . - ) . -
seed; eradilla seed; grass seeds; anthyllis
young plant nurse (Anthyllis vulneraria); setaria seed; Sudan
in field (excep -y L ! .gEchuding: cereals, dried legumes, sgadatoe
D19 ha seed; green foxtail-seed; tankatonip (Brassic .
cereals, dr| : . ) ; and oil-seed plants
rapa); phaceliseed; other forage seed; seeds
vegetables, potato h K d i b d
oil plant seeds) other stock seeds of sugar beet an
industrial plants; stock seed of wet feeds
) ' plough-land plants not being listed among D01-
D20 Other field plants ha Other field plants D19, D21, D22
Fallow, lealand Plants sowed as green manure; fallow and|lead included in the alternation of crops, but]
D21 . ha T .
without support land; perished land croping (blank), nut supported
Fallow, leatand Supported maximal 5 years long, land cultiv
D22 . ha
supported (set-aside) for non-food purposes
E Herb gardens ha
F Grassland and pastire ha FO1+F02 FO1+F02
Grassland ar
FO1 pasture, exce ha Good or mid-quality land, land related to inteastock farming
naturally growin
pastures
Generally low-quality land, unmanured, uncultivatedseeded, undrained low-produce glassk

F02 Natural pastures ha Mostly to cater limited head of stock, unmowed, bsed (grazed).

Go1 [Frut and o bem .. Go1A+G0O2C GOLA+G02C

plantations
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Frut and  bery apple, pear, quince, cherry, sour cherr
GO1A Iplantations, tempery ha apﬁcét j eat':hq other’fruit-trr()e/(’es types of b)grrri)es
zone, fresh p P ' +yp i
Fruit plantage
Go1B subtropical, fresh ha
Fruit  and berr|
G01C |plantations, she ha almond, walnut, hazelnut, chestnut
plants
G02 Citrus plantages ha
Go3 Budding-plantages ha
(oleaceae)
GO3A Buc_idlng-_plantages - ha
eating olive
Budding-plantages | -
GO03B |for producing olive ha
oli
G04 Vine plantations ha G04A+G04B+G04C G04A+G04B+G04C
GO4A Vlne_ _ plantationg ha
guality wine grape
G04B Vine _ plantationg ha
other wine grape
G04C Vine plantationg ha
table grape
G04D |Raisin plantations ha
grape nursery garden, friiee nursery garde
GOo5 Tree nurseries ha ornamental tree nursery gandeforestry nurser
garden (commercial, or cannot be found in
woods to supply demands)
G06 Other plantations ha woody plants SL_utabIe for weaveing and basket-
work (basket-osier)
Go7 Perennial plants und ha
glass cover
102 Mushropm ha Grown mushromms
production
Domestic animals included in the family "equ
JOo1 Horses pcs horse, donkey, mule Including riding horses, racehorses, and h

belonging to the farm, only for spatiee
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activities (of family members) (riding, turnir
hurling, etc.) But excluding riding horses and
horses, belonging to units which are not speqg
as a farm -.g. except that those not having
agricultural activities except for horse keepingl
horse racing (e.g. breeding, cultivation...)

Cattle, younger thg

Jo2 pcs calves total JO2A+J02B
one year
Cattle, younger thg Calves, younger than one year, male for slau
JO2A pcs
one year, male and other purposes
Cattle, younger thg Calves, younger than one are female fg
J02B pcs
one year, female slaughter and other purposes
Cattle, oneyear olg
or older, but young )
Jo3 than two- year old pcs 1-2 years old cattle
male
(C):flt(t)llzérogi,;eacr)uﬁlc Cattle, one-year old or add, but younger tha
Jo4 ’ young pcs two- year old, female for slaugter (heifer [Cows already calved included in JO7 or JO8!
than two- year old
slaughter) and others
female
Jos Cattle, twoyear olg pcs Cattle, two-year old or older, male
or older, male
306 Cattle, twoyear olg cs Cattle, twoyear old or older, female, heifer g
or older, heifer P other (cow in first calf)
Cattle, twoyear olg Cattle, twoyear old or older, dairy cow, dt
Jo7 : pcs
or older, dairy cow purpose cattle
Jos Cattle, twoyear olg pcs Cattle, two-year old or older, cattle for meat |Including all cattles fattened before slaughtering.
or older, other cow
J0o9 Sheep (at any age) pcs total sheeps JO9A+J09B
Sheep, femal .
JO9A breeding pcs ewe, milk sheep an other sheep, already lanfitved/e
J098 | Sheep, other pes lamb (weanling and 12 months older) stud
other sheeps
J10 Goat (at any age) pcs total goats J10A+J10B
Goat, femalg
J10A breeding pcs mother goat mother goat, already lambed
J10B | Goat (other) pcs other goats (goatling, ram) e
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Pig, piglet with a liv

J11 weight under 20 kg pcs pig, live weight under 20 kg
. . Sows at least 50 kg live weight, which aredxute
Pig, brood sow with e . . Lo 4 h .
312 weight of 50 kg d pes sow: first farrowing sow, other heavy with youfor multiplication, |rrespe(_:t|v|y _of having be
more non-pregnant brimmed or not. Excluding winnowed brood-
sowes.
porkling for fleshing: 20-50 kg, store-pig: 9BPisgs, 20-50 kg live weigtand heavier porke
J13 Other pig pcs  |kg, 80409 kg, 110 kg and more, intact gilt, st((including winnowed broodowes) and sto
boar boars
J14 Broiler pcs broiler
Hens for egg production (breeding and fee
Layers 0 . . . urposes) (Gallus domesticus), incluglizoung
J15 gal>llinaceous birds pes gallinaceous birds, laying hen gtogks foz éroduction and winn)owed ng:;ljy?ng hi
and breeding cocks.
Other poultry - (duch J16A+J16B+J16C+]1
J16 turkey, goose, guin pcs D
fowl)
J16A |Turkey pcs
J16B | Duck pcs
J16C | Goose pcs
J16D | Other poultry pcs pl.: furj, facéan, gydngygalamb, strucc Inclu_ding rabbits qnly for meat producti
' ' ' captive bred for huntig purposes excluded!
Rabbit Breedin rabbits for fattenin roducin rogeny, wh
17 lrapbit) (Doe§ pcs  |doe have already indled. 9 progeny
J18 Bees hive bee colony
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[ Tersit: Q
/

VIII.2 Monitoring the capacities, guotas for agricultural K

products, Capacities for the food industry sector

A. Responsabilities of the Managing Authority.

1) In case of sensitive products, where no quotasapptied (e.qg.: Pig meat, Poultry,
Egg) the Head of the MA is responsible for that tbtal increase of production
capacities at programme level will not exceed atethe of the programme in 2008,
the relevant figures in 2000 (for example: the nundfgig pens, poultry house).

2) In case of products where guotas are applied :(éMilk, Bovine animals, Sheep,
Plant products), the production due to investmemdy not increase beyond relevant
quotas and reference quantities applicable in ¢latos as laid down in the Accession
Treaty of Hungary. There is a quota monitoring gystiperated by the Agriculture
and Rural Development Agency (ARDA). In this wa timcrease of quota can be
evaluated during the project selection procedure.

3) The Market Information System, operated by the Rebkeand Information Institute
for Agricultural Economics (AKIIl) provides up-to-tdainformation, forecast on the
demand, the supply and the prices. Based on tiesAKIl compares the production
and the market prices and prepares a mid-term priognpsis related to the
investment period. This document is sent twice akweethe MA. Beside this, the
Head of the MA receives regular reports from thekkdaDevelopment Department of
the Ministry, which is based on the decisions takgithe Management Committees of
the EU Commission and the intervention decisions.

Based on this and the market analyses the HeadeoMify evaluates the market
situation and may take the decision of suspendiagépacity increasing investments.
If the applicant has an authentic certificationaof existing market (example: with
valid contracts) the investment may be authorised.

4) In case of orchards (Apple, pear, peaches), incasgs the applicant has to present an
authentic certification that the increase of cayasi supported by the demand. In this
case a decision is taken on the base of the cettidin attached to the application.

5) Concerning the capacities for the food processm@greement was signed between
the MA and AKII. According to this, the applicanstiould indicate their existing
capacities and the planned changes, as well asapacity utilisation. These data
should be verified by AKIl (Research and Informatitnstitute for Agricultural
Economics), and checked by ARDA during evaluatibthe applications and ex-post
checks of the projects.

B. Quotas and capacities
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Product Unit Quota value
Cereals, oil,| area ha 3487792
protein and|yield t/ha 4,73
fibre plants
Durum wheat ha 2_500 in tradi_tipnal producer areas
4305 in non-traditional producer areas
401684 from which;
Sugar t A quota: 400454
B quota: 1230
Iso-glucose t A quota: 127627
B quota: 10000
Milk t 1990060
Special beef premium db 94620
Suckler cow premium db 117000
. 141559 adult bovine +
Slaughter premium db 94439 cal
Ewe premium db 1146000
Leguminous plants ha 1954
Dried fodder t 49593
Rice area ha 3222
yield t/ha 3,1
Fibre hemp t 2061
Tobacco t 12355
Hop ha 36
Industrial tomato t 130790
Industrial peach t 1616
Industrial pear t 1031

Preliminary capacity data of enterprises listedisyHHCSO under operations 'DA 15. Food

and beverage production’

Activity Capacity Quantity/year
Pig slaughtering 840| 1000 T/year
Cattle slaughtering 148| 1000 Tlyear
Sheep slaughtering 67| 1000 T/year
Poultry (calculated) 629| 1000 T/year
Poultry (calculated) 189 696 1000pc/year
Egg packaging 283| Mil. Pclyear
Drinking milk (calculated) 2086 1000 T/year
Grape processing 4862 1000 T/year
Cereals processing (calculated) 3 1861000 T/year
Feed mixing 2 736/ 1000 T/year
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VII1.3 Market and development possibilities of highly important
sector s (Assessment of market outlets)

Assistance to investments in agriculture and the angment of food processing exerts
its effects through the increase of added valuficieficy and the ratio of higher quality
products. Disposal of the products improved in cohtnd quality but not increased in
quantity is regarded as secured. The occasionaltyrang marketing problems of certain
products (fruits and vegetables) may be considenagulyiced by the producers’ organisations
and cooperations. Due to the agroecological and@ui geographical situation of Hungary,
if vertical interests appear on a permanent basidjecomes possible to exploit the
comparative advantages. Fruit and vegetable pramuetill become more and more export
oriented, expectedly both towards east and west.

The expected increase of domestic and foreign towigl entail an increase in demand,
especially for the special, traditional productstioé different regions. As a result of the
advantageous natural endowments, the products ckettters affected by the assistance have
excellent internal values, taste and flavour. Thedees may materialise in their marketing in
the European Union, but favourable marketing praspeil open in third countries as well.

The EU conform selection criteria of investment sanpp guarantee that in the case of
products limited by quota laid down in the Accessioraty production due to investments
subsidised under the measure may not exceed theripegsguotas. (Products limited by
quota: cereals, oil plants, protein plants, ricasuch wheat, sugar, iso-glucose, milk, beef-
cattle, sheep, leguminous plants, dried fodderefiltemp, tobacco, hop, industrial tomato,
pear, apple, peach and grapes.) The most importantfaihe investments is to facilitate the
associating and cooperation of producers in the effective way in order to secure uniform,
good quality supply in increasing volume. It is afth importance that, as a result of the
investments, the quality of goods and the conditiohsnarket access should noticeably
improve and the investments should help maintairdtireestic consumers and win over the
foreign consumers again.

The Managing Authority commissioned in 2004 the Agitural Research Institution to
survey the food processing capacities and follow thapacities’ changes during the
programming period. The Managing Authority will talere, that the survey of the
agricultural growing capacities is done (and theiasation of the data on the AMO survey
in 2000). In 2005. the market perspective of thea#d products is also constantly appraised
using the date of the Agricultural Research Ingttu

This annex contains information on the main suppodedtiors, by referring to the
production areas, quantities produced, the tremdsmsumption or demand which allow for a
sufficient assessment of the normal market outléts based on the most recent available
data, which may change in the course of the progiamperiod.

Sectors

1. Fruit and vegetables
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In Hungary the ratio of self-supply in the prodoctiof fruits and vegetables is 135%. The
sector is traditionally export-oriented; the ratib export compared to production value is
40% on the average.

1.1.Vegetables

Main characteristics of vegetables production, 2004

Harvested area| Total harvested | Average yields
Denomination hectare production, ton/hectare
ton

Vegetables 102762 2033334 -
Onions 3996 118765 25,2
Tomatoes 9538 269239 35,4
Sweet pepper 3963 99123 15,4
Red paprika 5245 52377 16,6
Sweet corn 30284 508039 16,3
Green peas 15882 93220 5,2

Sources: Statistical Yearbook of Hungarian Agrietdt 2002, CSO 2003. Fruit-, grapes- and vegetable
cultivation, 2003. CSO 2004

1.2 Export of vegetables in 2002/2003

tons
o Export 2002 Export 2003 Export 2002/2003
Denomination %
Vegetables 221022 181205 82,0
Onions 13359 1066 8,0
Tomatoes 760 682 89,7
Sweet pepper 39687. 32258 81,3
Red paprika 5177 5443 105,3
Sweet corn 22/7 301 132,5
Green peas 88 4 45

Between 1998 and 2003 in Hungary the area of fielgetables varied between 90- and 116
thousand hectares, this falls behind the area bftdi@usand hectares in 1980 and the area of
116 thousand hectares in 1990 (in 2004 it was 163dand hectars)

Between 1998 and 2003 the aggregate yield reacheskaeeded 1.9 million tons, this
corresponds to 1.9 million tons in 1980, howeverstill below the yield of 2 million tons in
1990 (2004 2.033 000 tons).

In 2001 25% of the vegetable and fruit export waeated to the EU, while 16% of the
import arrived from EU member states. The majoritghef exported produce was shipped to
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Germany, Russia and Austria, while import arrived iyaiom Germany, Spain and Greece.
According to the forecasts Hungary can expect stakport markets.

Among field vegetables, tomato was produced on-85 thousand hectares between 1998
and 2003, its yield made up 12-20% of the totaldyddl field vegetable production. This area
is smaller than the area of 15 thousand hectard®eiperiod between 1980 and 1990, when
the produced amount of tomato made up 22-26% of vetgetable production. Between 1998
and 2001 the quantity of tomato produced in gardemasunder foil and glass varied between
50-70 thousand tons.

In the last years the traditional free-range prdéidacof industrial tomato has decreased
significantly, although to varying extent. Whileetiwolume of export is reducing, more than
50% of the yield is exported. Although the prodaticould ensure a significant export
commodity stock besides meeting domestic demands, Humga net importer. Export of
fresh tomato is increasing, the main target coestr@re Russia, Poland, Lithuania and
Lebanon. The largest buyer of frozen tomato is Gagm&resh tomato is imported from
South European countries, mainly from Spain.

Although domestic production of several vegetaldesen pepper, onion, cucumber, cabbage
and root vegetables) slightly exceeds domestic denridhey are imported as well, mainly
in seasons when domestic products are not presehe aharket yet. Market conditions of
these vegetables are balanced, surplus does nat occ

During the last years the production of followinggetables increased: onions, potatoes,
green and red paper and sweat corn.

Approximately one fourth of Hungarian water mel@neixported to countries lying to the
north of Hungary, but in early summer it is also impdrfrom southern countries. The
market of water melon is stable, however, in cenaars producer prices are relatively low
due to the fierce competition.

1.3.1. Fruit
Main characteristics of fruits, grapes and wine productions, 2004

L Productive | Production on productive area, to| Average yields
Denomination
area, hectare ton/hectare
Grapes 93000 789000 8,4
Wine™ (hectolitre) - 5272000 -
Fruits total 103182 1037823 -
Apples 43420 700391 16,2
Pears 3245 18377 5,7
Sour cherries 15930 77153 4,8
Peaches 8228 82609 10,2
Plums 8707 66995 7,6

*(2 drawn off once)

Sources: Statistical Yearbook of Hungarian

cultivation, 2003. CSO 2004.

1.3.2 Export of fruits, 2002-2003

Agriatdt 2002, CSO 2003. Fruit-,grapes and vegetable

tons

Denomination

Export 2002

Export 2003

Export 2003/2002,
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%
Grapes 6145 9193 122,,7
Wine** (hectolitre) n.a n.a. n.a.
Fruits total 233888 287045 149,6
Apples 9148 8450 92,4
Pears 186 762 409,8
Sour cherries 15466 15243 98,6
Peaches 41 6 15,0
Plums 12004 8783 73,2

Between 1998 and 2003 in Hungary the total areaaifards grew from 96 thousand hectares
to 101 thousand hectares, but this is still onl§67%f the fruit area in 1980. The area of
apple, pear and peach orchards are 43486 , 2988228 hectares was in 2003.

Between 1998 and 2003 the harvested yield of fuatted between 820 thousand tons and 1
million tons (in 2003 it was 724 thousand tons);6946 of which was apple, varying from
year to year. This is only 57% of the yield in 09d 65% of that in 1990.

As a result of the new plantations and due to tiweiasing demand, production of sour
cherry, plum, walnut and raspberry is expectedremvg Within apple production the ratio of

industrial apple (apple for juice) is 70 percend dine ratio of fresh apple is 30 percent. The
markets of apple for juice and fresh apple are batisfactory. Import of fresh apple exceeds
export. Germany is the most important market for agpteducts, Russia, Rumania and
Austria are the main buyers of fresh apple. Itaigt Austria are the most important importers.

Production of other fruits is small as comparedht® tarket demand. In 2003 19 thousand
tons of pear, 48 thousand tons of sour cherryhdtidand tons of plum, 31 thousand tons of
apricot and 32 thousand of peach was produced;i¢iet is varying according to the weather
conditions. The determinant part of the yield isiomed domestically (fresh and canned
fruit). Export is only possible seasonally, maimipen the supply of countries lying to the
south of Hungary decreases.

1.4.Processing and marketing for both fruit and vegtables

Quick-frozen products have a stable market at pteseore than 50% of the production
volume is exported. On the EU markets there is ailpiigsto sell only quality products that
can fill out the supply shortage due to their défe vegetation period (seasonal niche
products).

In Hungary the overall consumption of fresh and pssed fruits and vegetables has not
changed in the past decade. The situation of tffereint fruit and vegetable processing
sectors, the canning and the refrigerating industgimilar, but their prospects are different.
While in the market of traditional products presshby heat permanent increase cannot be
expected, the demand for products preserved by ifigezill significantly grow due to
changes of costumers’ habits.

Export markets for Hungarian frozen and canned pitsdgan mostly be found on the
neighbourhood countries. Small and medium-size coiepacan also find their place in the
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market of canned food. These enterprises are ablprdduce popular labour-intensive
products with high added value. The ratio of impsrtanned food is around 10%, but after
the accession next year it is expected to growlydal%. Export orientation of fruit and
vegetable procession is expected to further sthemgtoth toward east and west.

Export volume of cooked and frozen vegetables w&88%on in 2000 and there volume of
imports 19596 ton. Main partner country is Germany.

In 2005 in the export of fresh and frozen fruitd aregetables a slight increase can be
foreseen, due to the common market. The traditionakehaof the Hungarian fruit and
vegetables was always the EU (Germany and Ausirid)with the disappearance of customs,
our positions improved slightly.

1.5.Grapes and wine

In the 1990s the area of vineyards gradually redlicéHungary. Today the plantation area is
93 thousand hectares (this is only 56% t of tha &rel980 and 67% of that in 1990), out of
which production area is 83 thousand hectares.

Wine production (quantity also varies with vintage2003 was nearly 4 million hectolitres,

in 2001 it was 5 million hectolitres. The estabfi@nt of new plantations accelerated in the
second half of the 1990s, in 2001 the annual e&ehed 1700 hectares, however, it is still
less than what would be expedient for the modelipisatf plantations. During modernisation

it is necessary to utilise fewer species that accodateo themselves better to the local
conditions in a way that the reconstruction shaddcentrate on areas with higher altitude
where there is lower risk of frost. Plantationshwttigher stocking density are therefore
preferred.

Two thirds of the produced wine is sold in the doticemarket, one third is exported. The
main markets for Hungarian wines are Germany andUhied Kingdom, furthermore
Poland, Czech Republic and Slovakia.

The domestic market is significantly polarised. Badection of wine varieties cover a wide
range from ordinary to high quality bottled oneppfoximately 1 million hectolitres are sold
in bottle, the rest is sold in cans and self-consunself-consumption of producers is one
fifth of the average consumption rate. By satisfyitige varied demands, an average
consumption of 30-33 litres per capita seems to ilgab In the past decade
“self-consumption” and direct sales of producengehaotably increased.

Export has moved from the rock-bottom of 1992 (8&@usand hectolitres) and has almost
doubled by today. 25-30% of grapes is exportednadspeoduct of different procession level.
40% of this quantity is sold in the EU member stabeghe future, only good or excellent
quality white and red wines will sell, bottled im &ncreasing ratio. Added value should be
increased (e.g. gastronomic suggestions).

Domestic consumption has shown a slow upward trenfla last ten years. Imported wines
represent an increasing pressure on the domesticetmdnkspite of this, the only way of
keeping the markets and to regain some of the lost @nto further increase the quality of
Hungarian wines. The common market regulation olewiray have a favourable effect on the
Hungarian wine sector. The annual average volumerafe-decanted) wine production is 4-
4.5 million hectolitres on the average, domesticscomption is around 3.1-3.3 hectolitres.

The competitiveness of the wine sector has not asg@ with the accession, in 2005 the
export remains at the same level. The only slightease can be foreseen in the export of
barrel wine.
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1.6.Cereals

In Hungary over 1 million tons of cereals are ndllfor consumption every year. Milling
industry has an important role in providing basicterial for certain further processing
sectors and in the efficient processing of the ddicedly produced raw material.

In the nineties 40% of the milling companies sdidit products in CEFTA countries and
30% in CIS countries. Hungary does not export millproducts to the EU. Accession will
not threaten the domestic flour market.

Investments in this sector will only be supportédthey aim to contribute to a better
quality/efficiency and do not result in increasthg capacity.

Production of cereals

Area, thousand hectars| Average yield, kg/ha Yieldhousand tons

2003 2004 2003 2004 2003 2004
Wheat 1114 1173 2640 5130 2941 6020
Rye 46 45 1460 2750 67 125
Winter 176 184 2490 4530 437 834
barley
Spring 165 147 2260 4010 373 589
barley
Oats 68 69 1490 3120 102 216
Other 172 157 - - 318 607
cereals
Total 1741 1775 - - 4238 8391
cereals
Maize 1145 1188 3950 7000 4532 8317
Total 2886 2963 - - 8770 16708
grains

The EU grain markewt organization gives an impetushe Hungarian grain sector and in
2005 this will mean a slight increase in the expbtereals both in the EU and third markets.

1.7.Animal feed and dried fodder

The output of the mixed fodder sector greatly depend the performance of animal

production. Competition is very fierce between feedducers. 50% of the products is pig
feed, 40% is poultry feed and 10% is cattle prearixoncentrate. The relative large number
of feed mixers results from that this activity isateélely well integrated with animal breeding

or cereal warehousing. The average utilisatiorapkcities is 50%.
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Investments in this sector will aim essentiallyeatablishing the conditions of traceability,
separating the production of feed for ruminants fadhrer feeds and improving the quality of

produce as well as reducing the environmental load.

2. Animal husbandry

Characteristics of animal production, 1 December 2004

: g Total
Capacit Production . i
Denomination Stock/pieces pacity” consumptior? Cbolr:s/ump_tlo
(room) 1000ton 1000 ton n" kg/capita
Cattle 723
Of which cows 345 1436798 110 43.7 4.3
Pig 4059
Of which brood sow 296 8911068 730 288,0 284
Sheep 139y ¢
Of which ewes 1088 1929223 18 3.1
Chicken, cock 3281/ 11077, 630 356,3 35,1
Of which hen 15445

@data concerning year 2001
P)data concerning year 2002
Dy

Sources: Statistical Yearbook of Hungarian Agriardt2001.,2002. CSO 2002, 2003, 2004. Agricultural
production 2003. CSO 2005.

2.1 Milk products

Hungary is traditionally (net) self-sufficient ofilbkaproducts, the changing volume of surplus
of (usually 5-10%) basic materials is disposednafioreign markets. The production in 2003
was 1977 million litres, in 2004 1890 million litres

Foreign trade only has a marginal role; the majoot exports serve as a buffer, while
imports have a 6.8% ratio in the domestic marketvettheless, in the case of certain
products with high added value such as specialgesds, the volume of imports is very
significant.

Until the mid-nineties the demand for milk produdecreased and consumption reduced by
20% as a result of the increase in consumer prindsttae deterioration of the standard of
living. Since the mid-nineties a slow increase haeen detected, but the consumption of
milk products is still below the figures registerdhe beginning of the decade. As a result of
the improving income, an increase in consumption @gepted in the domestic market;
however, import of the determinant products is xpeeted to grow.

Investments will aim at improving the efficiencydacompetitiveness of the sector, in order to
preserve the domestic market position, increasiagséiection of organic products and other
quality products, reducing the environmental load.

The enter into the EU market brought a steep iner@gashe import of both milk and milk
products, both from EU 15 and the new Member Stditeshis situation in 2005 the only
target of the Hungarian milk industry can be taséatthe needs of the domestic markets by
domestic products.

2.2Meat and poultry
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2.2.1 Meat

2.2.2 Meat processing

Meat industry is a traditionally export-orientecct®se. The ratio of self-supply of pig, cattle

and sheep meat is 135% on the average. Due todbeing real income and the changes in
consumer preferences that are unfavourable for regtsnéhe domestic demand for the
products of the meat industry considerably felhie nineties.

At present the domestic market is balanced, butstheture of consumption is noticeably
shifting towards products of higher processing leve

In the distribution channel the position of big ithatores is continuously strengthening. In
the coming years real income is expected to growlumgary, this is why the economic
forecasts calculate with an increase in the consompf pigmeat and beef.

The export of the meat sector includes three bigyebgroups: live animals, meats and meat
products. The grouping shows the level of processia well. In the 1990s the level of
processing of the Hungarian export did not increase

In 2005 the competitiveness of the meat industratiser moderate refarding the elements of
marketing, the market positions outside and insigectbuntry and the concentration of the
market. This situation makes it doubtful if the sectan keep its former position on the larger
EU market as well. The export- and the price-contipetiess prove to be good on the EU
market, but at the Japanese and USA market theatrer weak.

2.2.3 Poultry meat
Processing of poultry meat products

Production of poultry is export oriented, the ratfoself-supply is around 130-160%. Export
is an important goal of production in the case dfilbr chickens, and is determinant in the
case of the other species (turkey, goose, and didckpverwhelming majority of processed
poultry products is marketed in the European Union.

It is a characteristic to the Hungarian poultry miealustry that the selection of processed
products is considered wide in international conguari

Most of the poultry processing plants deal with wranore types of poultry, which is also a
Hungarian characteristic.

Compared to the other countries of the world it lbarstated that Hungary has an outstanding
figures not only in the specific production of piwylfor slaughter but also in consumption.
The average annual consumption per capita in Hungeegeds the EU average and almost
equals to that of the countries with the highegtle There was an increasing tendency in the
nineties. From the average of 20-24 kg/capita, winias characteristic in the early 1990s, the
Hungarian consumption of poultry meat grew over 3@#gjta.

The poultry meat industry is in a favourable markgfosition, exports are not expected to
reduce after the accession to the EU.

Investments in this sector will essentially aimnaddernising the slaughtering, cutting and
processing technologies, establishing the conditioh traceability, improving quality and
production safety, increasing the selection andrétie of products under voluntary quality
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certification systems, reducing the environmentadldy improving of the conditions of
by-product and waste management.

In 2005 the export of the poultry sector on the mBlrket will be slightly lower than in the
former years, mainly because of the more competareeuction and low prices of the USA,
Brasil and Thai poultry industry. However, our gimsis in duck- and goosemeat are stable.

2.3 0thers

2.3.1 Goats

In 2003 the goat stock consisted of 85 thousandhalsi in Hungary. The production of
slaughter animals fluctuates even in consecutieesyen 2000 it was 774 , in 2001 it was 35
and in 2002 it was 1167 tons. The production okniml2001 was 10,9 million, in 2002 it was
9,8 million litres. The export of goat-meat wastb6usand tons in 2001, 84 thousand tons
in 2002. The demand for goat products is balanced.

2.3.2 Rabbits

In 2003 there were approximately 1.3 million domestibbits were in Hungary. The
production of rabbit for slaughter was 11,4 thowstons in 2001 and 14 thousand tons in
2003. . Hungary is in the 20place in the world production of rabbit meat. Tlegest
importer of the world is Italy, the majority of Huagan rabbit export is directed here.
Besides, Hungary exports to Switzerland, GermarglgiBm and France. In these markets
demand is stable.

2.3.3 Ostrich, Emu

In the past decades ostrich breeding/husbandry mmoroed in several areas of the World

(Israel, South-Africa, Western-Europe). This animpedvides several good selling products.

There is a solid demand on its meat, skin, feathgggs and the breeder itself, and the ostrich
generates income for the farmers, as a tourist sgectao.

Currently, there are about 4 to 5 thousand osarthl to 2 thousand emu in Hungary.

Their meat is highly appreciated in Western-Eurgpactically, there is no limit for selling
fresh, chilled or frozen meats produced by appreladghter houses meeting EU standards.

In Europe, as we are informed, there are only ianEe some establishments suitable to
slaughter ostrich and emu.

2.3.4 Apiculture

Hungary has favourable natural endowments for tloelymtion of honey, under favourable
weather conditions the annual production is ovethbéisand tons, in 2002 it was 15 thousand
tons. . The quality of Hungary honey is acknowletlgeEurope, 50 % of the total volume is
acacia _honeywhich is relatively rare in Europe. In Hungaryetd are approximately
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17 thousand bee-keepers, taking care of nearlytb@@sand bee colonies. The sector is
subdivided, the ratio of apiaries eligible for sappin the European Union, i.e. having over
150 bee colonies, is only 17 percent. Domestic aopsion of honey is extremely low, 0.4
kg/person/year. This is 50-57 % less than theOB7kg. average consumption in Western
Europe, therefore domestic consumption is expect@tttease.

Honey has a hardly 1 percent ratio in Hungariam fexport, but in international comparison

Hungary is not a small exporter. The total worlgp@x of honey varies between 280 thousand
and 339 thousand tons annually, from which Hundpay a 4.5-5 % ratio. In 2000-2001 the
European Union’s ratio of self-supply of honey wig % . 10-13 thousand of Hungarian

honey was exported, the main markets are Germaly, Rrance and Austria.

3 Spices

Within the production of spices, Hungary’s tradit@ national product, the red pepper plays a
significant role. The technological level of thedrpepper processing industry is lagging
behind. A significant part of the machinery is 2@ngeold or even older and does not meet
the hygiene and environmental requirements. Stosagk cleaning of the sewage coming
from washing is a severe problem. Investment wilidf@e aim at improving equipment and
the conditions of raw material storage.
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VII1.4 Eligible settlements (in the case of ,expansion of rural
income earning opportunities” and LEADER+ measures)

Aba
Abadszalok
Abaliget
Abasar
Abaujalpéar
Abaujkér
Abadujlak
Abadujszanto
Abaujszolnok
Abaujvar
Abda

Abod
Abrahamhegy
Acs

Acsa

Acsad
Acsalag
Acsteszér
Adéacs

Adand
Adasztevel
Adony
Adorjanhaza
Adorjas

Ag
Agasegyhaza
Agfalva
Aggtelek
Agyagosszergény
Ajak

Aka

Akasztd
Alacska

Alap

Alattyan
Alcsutdoboz
Aldebrs

Algy6
Alibanfa
Almamellék
Almasfizit
Almashaza
Alméaskamaras
Almaskeresztir
Almosd
Alséberecki

Alsébogat
Alsédobsza
Alségagy
Alsémocsolad
Alsénana
Als6némedi
Als6nemesapéti
Alsényék
Alsbors
Alsépahok
Alsépetény
Alsérajk
Alséregmec
Alsészenterzsébet
Alsészentivan
Alsdészentmarton
Alsb6szo6lnok
Alsdszuha
Alsotelekes
Alsétold
Alsdujlak
Alsévadasz
Alsdzsolca
Ambrézfalva
Anarcs

Andocs
Andornaktalya
Andréasfa
Annavolgy
Apécatorna
Apagy

Apaj

Aparhant
Apétfalva
Apétistvanfalva
Apétvarasd
Apc

Aporka
Apostag
Aranyosapati
Aranyosgadany
Arka

Arl6

Arnét

Arokté
Arpadhalom

Arpas

Artand
Asotthalom
Asvanyraro
Aszald

Aszar

Aszar

Aszod

Asz06%

Ata

Atany

Atkar

Attala

Babarc
Babarcs#lés
Babdcsa
Babolna
Babonymegyer
Babosdobréte
Babot
Bacsalmas
Bacsbokod
Bécsborsod
Bacsszentgyorgy
Bacss8l6s
Badacsonytomaj
Badacsonytérdemic
Bag

Bagamér
Baglad

Bagod
Bagyogszovat
Baj
Bajansenye
Bajna

Bajot

Bak

Bakhaza
Bakoca
Bakonszeg
Bakonya
Bakonybank
Bakonybél
Bakonycsernye
Bakonygyirot
Bakonyjaké

Bakonykoppany
Bakonykati
Bakonynana
Bakonyoszlop
Bakonypéterd
Bakonypdloske
Bakonysag
Bakonysarkany
Bakonyszentivan
Bakonyszentkiraly
Bakonyszentlaszl6
Bakonyszombathely
Bakonysziics
Bakonytamasi
Baks

Baksa

Baktakék
Baktaloranthaza
Baktittos

Balajt

Balastya

Balaton
Balatonakali
Balatonalmadi
Balatonberény
Balatonboglar
Balatoncsicso
Balatonederics
Balatonendréd
Balatonfenyves
BalatonBkajar
Balatonfoldvar
Balatonfizfé
Balatongy6rok
Balatonhenye
Balatonkenese
Balatonkeresztir
Balatonlelle
Balatonmagyarod
Balatonmariafird
Balatorbsz6d
Balatonrendes
Balatonszabadi
Balatonszarszé
Balatonszemes
Balatonszentgyorgy
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Balatonszepezd Becskehaza
Balatonsslés Becsvolgye
Balatonudvari Bedegkér
Balatonujlak Beds
Balatonvilagos Bejcgyertyanos
Balinka Békas
Balkany Bekecs
Balloszog Békéssamson
Balmazujvaros Békésszentandras
Balogunyom Bekolce
Balotaszallas Bélapatfalva
Balsa Bélavar
Balvanyos Belecska
Bana Beled

Band Beleg

Banfa Belezna
Banhorvati Bélmegyer
Bank Beloiannisz
Banokszentgytrgy Belsisard
Banréve Belvardgyula
Bér Benk
Barabas Bénye
Baracs Bér

Baracska Bérbaltavar
Barand Bercel
Baranyahidvég Beregdaroc
Baranyajeti Beregsurany
Baranyaszentgyorgy Berekbdszérmény
Barbacs Berekflurd
Barcs Beremend
Bardudvarnok Berente
Barlahida Beret

Barna Berettyduijfalu
Barnag Berhida
Barsonyos Berkenye
Basal Berkesd
Basko Berkesz

Béata Bernecebarati
Bataapati Berzék
Béataszék Berzence
Baté Besence
Batmonostor Besenyd
Bator Besenytelek
Batorliget Besenyszog
Battonya Besny

Batya Beszterec
Batyk Bezedek
Bazakerettye Bezenye
Bazsi Bezeréd

Béb Bezi
Becsehely Biatorbagy
Becske Bicsérd

Bihardancshaza
Biharkeresztes
Biharnagybajom
Bihartorda
Biharugra
Bikacs

Bikal

Biri

Birjan

Bisse

Boba

Bocfolde
Boconéad
Bocsa

Bocska
Bocskaikert
Boda

Bodajk

Bodmér
Bodolyabér
Bodonhely
Bodony
Bodorfa

Bodrog
Bodroghalom
Bodrogkeresztur
Bodrogkisfalud
Bodrogolaszi
Bodvalenke
Bodvarako
Bodvaszilas
Bogacs

Bogad
Bogadmindszent
Bogdasa
Bogyiszlo
Bogyoszlé

Bojt

Bokahaza
Bokod

Bokor

Boldog
Boldogasszonyfa
Boldoglsujfalu
Boldogkivaralja
Boldva

Bolhas

Bolho

Boly
Boncodfélde
Bonnya
Bonyhadvarasd

Bordany
Borgata
Borjad
Borota
Borsfa
Borsodbota
Borsodgeszt
Borsodivanka
Borsodnadasd
Borsodszentgyorgy
Borsodszirak
Borsosberény
Borszorcsok
Borzavar

Bosta

Botpalad
Botykapeterd
Bozsok

Bozzai

Bdézsva

B6

Bécs

Bode
Bddehaza
Bogot

Bogote
Bohonye
Bokony

Bolcske

Bony

Borcs

Borzonce
Bésarkany
Bdészénfa

Bucsa

Bucsu
Blicsuszentlaszld
Bucsuta
Budajerd
Budakalasz
Bugac
Bugacpusztahaza
Bugyi

Buj

Bujak

Buzsak

Buk
Bukkabrany
Biikkaranyos
Bikkmogyorésd
Bukkosd
Biikkszék
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Bikkszenterzsébet Csécse
Bikkszentkereszt  Csegold
Bikkszentmarton  Csehbanya
Blkkzsérc Csehi

Barus Csehimindszent
Bussu Csém

Buttos Csend

Cék Csempeszkopéacs
Cakéhaza Csengele
Cece Csenger
Cégénydanyad Csengersima
Ceglédbercel Csengerujfalu
Cered Csengd
ChernelhazadamonyaCsénye
Cibakhaza Csenyéte
Cigand Csép

Ciko Csépa

Cirak Csepreg

Cun Csér
Csabacsd Cserdi
Csabaszabadi Cserénfa
Csabdi Cserépfalu
Csabrendek Cserépvaralja
Cséfordjanosfa Cserhathalap
Csaholc Cserhatsurany
Csajag Cserhatszentivan
Csakany Cserkesilo
Csakanydoroszlé Cserkut
Csakberény Csernely
Csakvar Cserszegtomaj
Csanadalberti Csertalakos
Csanadapaca Cserb
Csanédpalota Csesznek
Csanig Csesztreg
Csany Csesztve
Csanyoszro Csetény
Csanytelek Csévharaszt
Csapi Csibrak
Csapod Csikéria
Csardaszallas Csikosbittos
Csarnota Csikvand
Csaroda Csincse
Cséaszar Csipkerek
Csaszartoltés Csitar

CsészIlo Csobad
Csatalja Csobaj

Csatar Csobanka
Csataszog Csoékak
Csatka Csokonyavisonta
Csavoly Csokvaomany
Csebény Csolnok

Csolyospélos
Csoma
Csomad
Csombard
Csongrad
Csonkahegyhat
Csonkamindszent
Csopak

Csor

Csorna
Csorvas

Csot

Csode

Csogle

Csoknd
Csokoly
Csbtmend
Csomodér
CsOmor
Csonge
Csornyefold
Csorog

Csorog
Csorotnek
Cssz

Csyvar

Csurgo
Csurgbnagymarton
Dabas

Dabronc
Dabrony

Dad

Dag

Déaka

Dalmand
Damak

Daméc
Danszentmiklos
Dany
Daraboshegy
Darany

Darné
Darndzseli
Daruszentmiklos
Darvas

Déavod
Debercsény
Debréte

Decs
Dédestapolcsany
Dég

Dejtar
Délegyhaza
Demecser
Demjén
Dencshaza
Dénesfa
Derecske
Derekegyhaz
Deszk
Detek

Detk
Dévavanya
Devecser
Dinnyeberki
Diosberény
Di6sd
Diosjerd
Diéskal
Dibsviszl6
Doba
Doboz
Dobri
Dobronhegy
Déc
Domahéaza
Domaszék
Dombegyhaz
Dombiratos
Dombrad
Domony
Domoszl6
Dormand
Doroghaza
Dozmat
Doborhegy
Ddbroce
Dobrokoz
Dobronte
Ddge
DO6mos
Ddmsdd
Dor
Dorgicse
Doroske
Dotk
Dovény
Dragszél
Dravacsehi
Dravacsepely
Dravafok
Dravagardony



Dravaivanyi
Dravakeresztar
Dravapalkonya
Dravapiski
Dravaszabolcs
Dravaszerdahely
Dravasztara
Dravatamasi
Drégelypalank
Dubicsany
Dudar

Duka
Dunaalmés
Dunabogdany
Dunaegyhaza
Dunafalva
Dunafoldvar
Dunakiliti
Dunapataj
Dunaremete
Dunaszeg
Dunaszeka$
Dunaszentbenedek
Dunaszentgyorgy
Dunaszentmiklos
Dunaszentpal
Dunasziget
Dunatetétlen
Dunavarsany
Dunavecse
Dusnok

Duzs

Ebergic

Ebes

Ecs

Ecséd

Ecseg
Ecsegfalva
Ecseny

Ecser

Edde

Edve

Egerag
Egeralja
Egeraracsa
Egerbakta
Egerbocs
Egercsehi
Egerfarmos
Egerloww
Egerszalok
Egerszolat

Egerszog
Egervar
Egervolgy
Egyed

Egyek
Egyhéazasdengeleg
Egyhazasfalu
Egyhéazasgerge
Egyhazasharaszti
Egyhéazashetye
Egyhéazashollds
Egyhazaskesz
Egyhazaskozar
Egyhazasradoéc
Elek

Ellend
Elészallas
Eméd

Encs

Encsencs
Endrefalva
Endric

Enese

Enying

Eperjes
Eperjeske
Eplény

Epadl

Ercsi
Erddbénye
Erdéhorvati
Erdokertes
Erdékovesd
Erdokirt
Erdésmarok
Erdésmecske
Erddtarcsa
Erdételek

Erk

Erpatak
Ersekcsanad
Ersekhalma
Ersekvadkert
Ertény
Erzsébet
Esztar
Eszteregnye
Esztergalyhorvati
Ete

Etes

Etyek
Fabianhaza

Fabiansebestyén
Facankert
Fadd

Faj

Fajsz

Fancsal

Farad
Farkasgyefd
Farkaslyuk
Farmos
Fazekasboda
Fedémes
Fegyvernek
Fehérgyarmat
Fehértd
Fehérvarcsurgd
Feked
Feketeerd
Felcsat
Feldeb6
Felgy6

Felpéc
Felssberecki
Felgcsatar
Felsidobsza
Felssegerszeg
Felsigagy
Felssjanosfa
Felsskelecsény
Felslajos
Felssmarac
Felmocsolad
Felnana
Felssnyarad
Felssnyék
Felg6rs
Felgspahok
Felgpakony
Felsspetény
Felsrajk
Felregmec
Felsiszenterzsébet
Felgiszentivan
Felgsszentmarton
FelgiszoInok
Felgstarkany
Felgtelekes
Felsstold
Felgvadasz
Felsizsolca
Fényeslitke
Fenyfo

Ferencszallas
Ferbboz
Fertd
Ferendréd
Ferbhomok
Fertrdkos
Fertbszentmiklds
Ferbszéplak
Fiad
Filkehaza
Fityehaz
Fokt

Folyas

Fono

Fony
Fonydd
Forraskut
Forré
Foldeak
Féldes
Fényed
Fuldkércs
Furta

Fule

Fulesd

Fulop
Fuléphaza
Fulopjakab
Fulépszallas
Fulpbsdaroc
Furged
Fuzér
Flzérkajata
Fuzérkomlds
Fuzérradvany
Flizesabony
Flzesgyarmat
Fizvolgy
Gaborjan
Géborjanhaza
Gacsaly
Gadacs
Gadany
Gadna
Gadoros
Gagyapati
Gagybator
Gagyvendégi
Galambok
Galgaguta
Galgagyork
Galgahéviz
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Galgamacsa
Gélosfa
Galvacs
Gamas
Ganna
Gant

Gara
Garab
Garabonc
Garadna
Garbolc
Gardony
Garé
Gasztony
Gatér
Gavavencsell
Géberjén
Gecse
Géderlak
Gégény
Gelej
Gelénes
Gellénhaza
Gelse
Gelsesziget
Gemzse
Gencsapati
Gérce
Gerde
Gerendas
Gerényes
Geresdlak
Gerjen
Gersekarat
Geszt
Gesztely
Geszteréd
Gétye

Gic

Gige
Gilvanfa
Girincs
Goganfa
Golop
Gomba
Gombosszeg
Gor
Gordisa
Gosztola
Godre
Golle

GOmorsdlés
Gonc
Goncruszka
Gonyl
Gorbehaza
Gorcsony
Gorcsonydoboka
Gorgeteg

Gosfa

Grabéc

Gulacs
Gutorfolde
Gyalbka
Gyanégeregye
Gyarmat
Gyékényes
Gyenesdias
Gyepukajan
Gyermely

Gyod
Gyomaendid
Gyoré
GyOmore
Gyongyfa
Gyongyosfalu
Gyodngyoshalasz
Gyoéngyosmellék
Gyodngyodsoroszi
Gyongyodspata
Gydngyodssolymos
Gydngyostarjan
Gyonk
Gydrasszonyfa
Gyore
Gyorgytarlo
Gyorkony
Gyérladamér
Gyoérocske
Gyérsag
Gyérsovényhéz
Gyérszemere
Gyoértelek
Gyérujbarat
Gyérujfalu
Gyérvar
Gydrzamoly
Gyugy
Gyulahaza
Gyulaj
Gyulakeszi
Gyuro

Gyugye

Gyure

Gyltras

Hacs
Hagyarosborénd
Hahot
Hajdubagos
Hajdubdszdrmény
Hajdudorog
Hajdunanas
Hajduszoboszlo
Hajduszovat
Hajmas
Hajmaskeér
Hajos

Halasté
Halészi
Halasztelek
Halimba
Halmaj
Halmajugra
Halogy
Hangéacs
Hangony
Hantos
Harasztifalu
Harc

Harka
Harkakdtony
Harkany
Haromfa
Haromhuta
Harsany
Harskuat

Harta
Héassagy
Hédervar
Hedrehely
Hegyesd
Hegyeshalom
Hegyfalu
Hegyhathodasz
Hegyhatmardéc
Hegyhatsal

Héhalom
Hejce
Hejébéaba
Hejokeresztar
Hejokurt
Hej6papi
Hej6észalonta
Helesfa
Helvécia
Hencida
Hencse
Herceghalom
Hercegkut
Hercegszanto
Heréd

Héreg
Herencsény
Herend
Heresznye
Hermanszeg
Hernad
Hern&dlid
Hernadcéce
Hernadkak
Hernadkércs
Hernadnémeti
Hernadpetri
Hern&dszentandras
Hernadszurdok
Hernadvécse
Hernyék

Hét
Hetefejércse
Hetes
Hetvehely
Hetye®
Heves
Hevesaranyos
Hevesvezekény
Héviz
Hévizgyork
Hidas
Hidasnémeti
Hidegkut

Hegyhatszentjakab Hidegség
Hegyhatszentmarton Hidvégardo

Hegyhatszentpéter
Hegykd
Hegymagas
Hegymeg
Hegyszentmarton

Himeshaza
Himod
Hirics
Hobol
Hodasz

230



Hoédmebvasarhely
Hollad

Holléhaza

Holl6ké
Homokbodoge
Homokkomarom
Homokmégy

Homokszentgyorgy

Homorud
Homrogd
Hont
Horpéacs

Hort
Hortobagy
Horvathertelend
Horvatlow
Horvatzsidany
Hosszlhetény
Hosszupalyi
HosszUpereszteg
Hosszuviz
Hosszavolgy
Hosztot
Hotto
Hégyész
Hovej
Hugyag
Hunya
Hunyadfalva
Husztot

Ibafa

Iborfia

Ibrany

Igal

lgar

Igrici

Ilharos
Iharosberény
Ikervar

Iklad
Iklanberény
Ikl6dbordsce
Ikrény

lliny

Ik

Illocska
Imola
Imrehegy
Indncs

Inarcs

Inke

Ipacsfa

Ipolydamésd
Ipolytarnoc
Ipolytélgyes
Ipolyvece
Iregszemcse
Irota

Ispank
Istenmezeje
Istvandi
Iszkaszentgyorgy
Iszkaz
Isztimér

Ivad

Ivan
Ivanbattyan
Ivanc
Ivdncsa
Ivandarda
Izmény
Izsak
Izso6falva
Jagonak
Jak
Jakabszallas
Jakfa
Jékfalva
Jako

Jand
Jankmaijtis
Janoshalma
Janoshaza
Janoshida
Janossomorja
Jardanhaza
Jarmi

Jésd
Jaszago

Jéke

Jerd
Jobahéaza
Jobbagyi
Josvab
Juta

Kaba
Kacorlak
Kacs
Kacs6ta
Kadarkut
Kajarpéc
Kajasz6
Kajdacs
Kakasd
Kakics
Kakucs

Kal
Kalazné
Kald

Kallé
Kallésd
Kallésemjén
Kalmancsa
Kalmanhaza
Kalécfa
Kaloz

Kam
Kamond
Kamut
Kano
Kantorjanosi
Kany
Kanya
Kanyavar
Kapolcs
Kapolna

Jaszals6szentgyorgy K4polnasnyék

Jaszapati
Jaszéarokszallas
Jaszboldoghaza
Jaszdozsa

Jaszfel§szentgyorgy

Jaszfényszaru
Jaszivany
Jaszjakéhalma
Jaszkarajeh
Jaszkisér
Jaszladany
Jaszszentandras
Jaszszentlaszld
Jasztelek

Kapoly

Kaposb
Kaposgyarmat
Kaposhomok
Kaposkeresztar
Kaposmés
Kapospula
Kaposszekds
Kaposszerdahely
Kaposujlak
Képtalanfa
Kaptalantéti
Kapuvér

Kéra

Karacsond
Karad

Karaké
Karakdszorcsok
Karancsalja
Karancsberény
Karancskeszi
Karancslapuf
Karancssag
Karasz

Karcag

Karcsa

Kardos
Kardoskut
Karmacs
Karolyhaza
Karolyhaza
Karos

Kartal

Kasad
Kaskantyu
Kastélyosdombo
Kaszaper
Kasz6

Katadfa

Katafa

Katoly

Katymar

Kava

Kavas

Kazar
Kazsmark
Kazsok

Kecel

Kecskéd
Kehidakustany
Kék

Kékcse

Kéked

Kékesd

Kékkut

Kelebia

Keléd

Kelemér
Kéleshalom
Keleviz
Kemecse
Kemence
Kemendollar
Kemeneshigyész
Kemenesképolna
Kemenesmagasi



Kemenesmihalyfa

Kemenespalfa

Kemenessdmjén

Kiralyhegyes
Kiralyszentistvan
Kisapati

KemenesszentmartorKisapostag
Kemenesszentpéter Kisar

Keménfa
Kémes
Kemestarodfa
Kemse
Kenderes
Kenéz
Kenézb
Kengyel
Kenyeri
Kercaszomor
Kercseliget
Kerecsend
Kerecseny
Kerekegyhaza
Kereki
Kerékteleki
Kerepes
Keresztéte
Kerkabarabas
Kerkafalva
Kerkakutas
Kerkaskapolna
Kerkaszentkiraly
Kerkateskand
Kérsemjén
Kerta
Kertészsziget
Keszeg
Kesznyéten
Keszhidegkut
Kesztolc
Keszii
Kétbodony
Kétegyhaza
Kéthely

Kétpo
Kétsoprony
Kétujfalu
Kétvolgy

Kéty
Kevermes
Kilimén

Kimle
Kincsesbanya
Kirald
Kirdlyegyhaza

Kisasszond
Kisasszonyfa
Kisbabot
Kisbagyon
Kisbajcs
Kisbajom
Kisbarapati
Kisbarkany
Kisbér
Kisberény
Kisberzseny
Kisbeszterce
Kisbodak
Kisbucsa
Kisbudmér
Kiscsécs
Kiscsehi
Kiscsisz
Kisdér
Kisdobsza
Kisdombegyhaz
Kisdorog
Kisecset
Kisfalud
Kisflizes
Kisgorhs
Kisgyalan
Kisgyor
Kishajmas
Kisharsany
Kishartyan
Kisherend
Kishédos
Kishuta
Kisigmand
Kisjakabfalva
Kiskassa
Kiskinizs
Kiskorpad
Kiskore
Kiskunlachaza
Kiskunmajsa
Kiskutas
Kislang
Kisléta
Kislippo

Kislad
Kismanyok
Kismarja
Kismaros
Kisnamény
Kisnana
Kisnémedi
Kisnyarad
Kisoroszi
Kispalad
Kispali
Kispirit
Kisrakos
Kisrécse
Kisrozvagy
Kissikator
Kissomlyd
Kisszallas
Kisszékely
Kisszekeres
Kisszentmarton
Kissziget
Kisszl6s
Kistamasi
Kistapolca
Kistarcsa
Kistelek
Kistokaj
Kistolmacs
Kistormas
Kistotfalu
Kisujszallas
Kisunyom
Kisvarsany
Kisvasarhely
Kisvaszar
Kisvejke
Kiszombor
Kiszsidany
Klarafalva
Kocs
Kocsér
Kocsola
Kocsord
Koéka
Kokad
Kolontar
Komadi
Komjéati
Komlédtétfalu
Komlésd

Komloska
Komoro
Kompolt
Kondé
Kondorfa
Kondoros
Kony

Konyéar
Kophéza
Koppanyszanto
Korlat
Koronco
Koros

Kosd
Kospallag
Kotaj
Kovacshida
Kovacsszénaja
Kovacsvagas
Kozard
Kozarmisleny
Kozmadombja
Koblény
Kdcsk
Kokény
Koékat

Kolcse
Kdlesd
Koélked

Komlé
Kémléd
KOomoro
Kémpoc
Kornye
Korom
Kéréshegy
Korosladany

Korésnagyharsany

Kordstarcsa
Korostetétlen
Korosujfalu
Korosszakal
Kodrosszegapéti
Készérhegy
Készegdoroszlo
Kdészegpaty

Készegszerdahely

Kotcse
Kotegyan
Kételek
Kévagoors



Kévagossloés
Koévagotottos
Kovegy
Koveskal
Krasznokvajda
Kulcs
Kunadacs
Kunagota
Kunbaja
Kunbaracs
Kuncsorba
Kunfehértd
Kunhegyes
Kunmadaras
Kunpeszér
Kunszallas

Kunszentmarton

Kunszentmiklés
Kunsziget
Kup

Kupa

Kurd
Kurityan
Kustanszeg
Kutas
Kutaso
Kiibekhaza
Kilsésard
Kulsévat
Kiing6s
Labatlan
Labod
Lacacséke
Lad
Ladanybene
Ladbeseny
Lajoskomarom
Lajosmizse
Lak
Lakhegy
Lakitelek
Lakécsa
Lanycsok
Lapab
Lapancsa
Laskod
Lasztonya
Latrany
Lazi
Leanyfalu
Leanyvar
Lébény

Legénd
Legyesbénye
Léh
Lénarddaroc
Lendvadedes
Lendvajakabfa
Lengyel
Lengyeltoti
Lenti
Lepsény
Lesencefalu
Lesenceistvand
Lesencetomaj
Létavértes
Letenye
Letkés

Levél

Levelek
Libickozma
Lickévadamos
Liget
Ligetfalva
Lipot

Lippo

Liptod
Lispeszentadorjan
Lisz6

Litér

Litka

Litke

Locs

Lokut

Lonya

Lorév

Lothard

Lovas
Lovasberény
Lovaszhetény
Lovaszi
Lovaszpatona
Loékodshaza
Lérinci

Lovo
Lovopetri
Lucfalva
Ludanyhalaszi
Ludas
Lukacshaza
Lulla

Luzsok

Mad

Madaras

Madocsa
Magloca
Magocs
Magosliget
Magy
Magyaralmas
Magyaratad
Magyarbanhegyes
Magyarboly
Magyarcsanad
Magyardombegyhaz
Magyaregregy
Magyaregres
Magyarfold
Magyargéc
Magyargencs
Magyarhertelend
Magyarhomorog
Magyarkeresztar
Magyarkeszi
Magyarlak
Magyarlukafa
Magyarmecske
Magyarnadalja
Magyarnandor
Magyarpolany
Magyarsarlos
Magyarszeasd
Magyarszék
Magyarszentmiklos
Magyarszerdahely
Magyarszombatfa
Magyartelek
Majoshaza

Majs

Makéd
Makkoshotyka
Maklar

Mako

Malomsok

Malyi

Malyinka

Ménd

Mandok

Ménfa

Many

Maraza
Marcalgergelyi
Marcalt

Marfa
Mériahalom
Mariakalnok

Mariakéménd
Marianosztra
Mariapdcs
Markaz
Markhaza
Marké

Markéc
Markotabddoge
Maroc

Mardocsa

Marok
Marokfold
Mérokpapi
Maroslele
Martély

Martfii
Martonfa
Martonvasar
Martonyi
Matételke
Matraballa
Matraderecske
Matramindszent
Matranovak
Matraszele
Matraszentimre
Matrasdlss
Matraterenye
Méatraverebély
Matyasdomb
Matty

Matyus

Maza
Mecseknadasd
Mecsekpoloske
Mecsér
Medgyesbodzas
Medgyesegyhaza
Medina
Meggyeskovacsi
Megyasz6
Megyehid
Megyer
Méhkerék
Méhtelek
Mekényes
Mélykut
Mencshely
Mende

Méra

Merenye
Mérges
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Mérk

Mernye
Mersevat
Mesterhaza
Mesteri
Mesterszallas
Meszes
Meszlen
Mesztegny
Mezéberény
Mezbcsat
Mezbécsokonya
Mezbd
Mezéfalva
Mezégyan
Mezéhegyes
Mezéhék
Mezokeresztes
Mezékomarom
Mezbékovacshaza
Mezéladany
Mezdlak
Mezénagymihaly
Mezoényarad
Mezsors
Mezbpeterd
Mezésas
Mezészemere
Mezészentgyorgy
Mezbszilas
Mezéstarkany
Mezstar
Mezézombor
Mihald
Mihalyfa
Mihalygerge
Mihalyhaza
Mihalyi

Mike
Mikebuda
Mikekaracsonyfa
Mikepércs
Mikldsi
Mikoéfalva
Mikbéhaza
Mikosszéplak
Milejszeg
Milota
Mindszent
Mindszentgodisa
Mindszentkalla

Misefa

Miske

Miszla

Mocsa
Mogyorod
Mogyorésbanya
Mogyoroska
Moha

Mohora
Molnari
Molnaszecéd
Molvany
Monaj

Monok
Monoshbél
Monostorapati
Monostorpéalyi
MonoszI6
Monyorod
Moragy
Mérahalom
Moricgat
Mérichida
Mosdos
Mosonszentmiklés
Mosonszolnok
Mozsgé
Mécsény
Mucsfa

Mucsi
Mucsony

Muhi
Murakeresztur
Muraratka
Muraszemenye
Murga
Murony
Nabrad

Nadap
Nadasd
Nadasdladany
Nadudvar
Nagocs
Nagyacsad
Nagyalasony
Nagyar
Nagybajcs
Nagybajom
Nagybakdnak
Nagybanhegyes
Nagybaracska

Nagybarca
Nagybarkany
Nagyberény
Nagyberki
Nagyborzsony
Nagybudmér
Nagycenk
Nagycsany
Nagycsécs
Nagycsepely
Nagycserkesz
Nagydém
Nagydobos
Nagydobsza
Nagydorog
Nagyecsed
Nagyér
Nagyesztergar
Nagyfiiged
Nagygeresd
Nagygortd
Nagygyimot
Nagyhajmas
Nagyhalasz
Nagyharsany
Nagyhegyes
Nagyhddos
Nagyhuta
Nagyigmand
Nagyivan
Nagykamaras
Nagykapornak
Nagykaracsony
Nagykereki
Nagykeresztar
Nagykinizs
Nagykényi
Nagykorpad
Nagykovacsi
Nagykozar
Nagykokényes
Nagykolked
Nagykiros
Nagykofi
Nagykutas
Nagylak
Nagylengyel
Nagyléc
Nagylék
Nagylézs
Nagymagocs

Nagymanyok
Nagymaros
Nagymizdo
Nagynyarad
Nagyoroszi
Nagypali
Nagypall
Nagypeterd
Nagypirit
Nagyrabé
Nagyrada
Nagyrakos
Nagyrécse
Nagyréde
Nagyrév
Nagyrozvagy
Nagysép
Nagysimonyi
Nagyszakacsi
Nagyszékely
Nagyszekeres
Nagyszénas

Nagyszentjanos

Nagyszokoly
Nagytalya
Nagytarcsa
Nagytevel
Nagytilaj
Nagytétfalu
Nagytke
Nagyut
Nagyvarsany
Nagyvaty
Nagyvazsony
Nagyvejke
Nagyveleg
Nagyvenyim
Nagyvisnyo
Nak

Napkor

Narai

Narda
Naszaly
Négyes
Nekézseny
Nemesapati
Nemesbikk
Nemesborzova
Nemesléd
Nemesbik
Nemescso
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Nemesdéd
Nemesgorzsony
Nemesgulacs
Nemeshany
Nemeshetés
Nemeske
Nemeskér
Nemeskeresztur
Nemeskisfalud
Nemeskocs
Nemeskolta
Nemesladony
Nemesmedves
Nemesnadudvar
Nemesnép
Nemespatré
Nemesradoé

Nemesrempehollés
Nemessandorhaza

Nemesszaldk

Nemesszentandras

Nemesvamos
Nemesvid
Nemesvita
Németbanya
Németfalu
Németkér
Nemti
Neszmély
Nézsa

Nick

Nikla

Négrad
Noégradkovesd
Noégradmarcal
Négradmegyer
Nogradsap
Nogrédsipek
Nogradszakal
Norap
Noszlop
Noszvaj

Nova

Novaj
Novajidrany
Nétincs
Nyalka
Nyarad
Nyaregyhaza
Nyarlérinc
Nyérsapat
Nyékladhaza

Nyergesduijfalu Olaszfa
Nyésta Olaszfalu
Nyim Olaszliszka
Nyirdbrany Olcsva
Nyiracsad Olcsvaapati
Nyirad Old
Nyiradony Olmod
Nyirbéltek Oltarc
Nyirbogat Onga
Nyirbogdany Onod
Nyircsaholy Opalyi
Nyircsaszari Opusztaszer
Nyirderzs Orbanyosfa
Nyirgelse Orci
Nyirgyulaj Ordacsehi
Nyiri Ordas
Nyiribrony Orfalu
Nyirjaké Orfii
Nyirkarasz Orgovany
Nyirkata Ormandlak
Nyirkércs Ormosbéanya
Nyirlévé Oroszi
Nyirlugos Oroszlé
Nyirmada Orosztony
Nyirmartonfalva Ortahaza
Nyirmeggyes Osli
Nyirmihalydi Ostffyasszonyfa
Nyirparasznya Ostoros
Nyirpazony Oszko
Nyirpilis Oszlar
Nyirtass Osztopan
Nyirtelek Ozdfalu
Nyirtét Ozmanbik
Nyirtura Ozora
Nyirvasvari Ocs

Nyomar Ocsény
Nysgér Ocsod
Nyugotszenterzsébet Okoritofiilpds
Nydl Olbs
Obanya Omboly
Obarok Or
Obudavar Orbottyan
Ocsa Oregcsert
Ocsard Oreglak
Ofalu Orhalom
Ofehérto Orimagyar6sd
Ofoldeak Oriszentpéter
Ohid Orkény
Okany Orményes
Okoréag Orménykut
Okorvélgy Ortilos

Olasz Orvényes

Osagard

Osi

Oskui
Ottevény
Ottdmos
Otviskonyi
Pacin

Pacsa
Pacsony
Padér

Pahi

Paka

Pakod
Pakozd

Palé

Palfa
Palfiszeg
Palhaza

PAali
Palkonya
Palmajor
Palmonostora
Palotabozsok
Palotas
Paloznak
Pamlény
Pamuk

Pand
Pankasz
Pannonhalma
Panyok
Panyola

Pap
Papadereske
Papakovacsi
Papasalamon
Papateszér
Papkeszi
Papoc
Papos
Paprad
Parad
Paradsasvar
Parasznya
Paszab
Pasztori

Pat

Patak
Patalom
Patapoklosi
Patca

Patka

235



Patosfa
Patroha
Patvarc
Paty

Patyod
Pazmand
Pazmandfalu
Pecol
Pécsbagota
Pécsdevecser
Pécsely
Pécsudvard
Pécsvarad
Pellérd

Pély

Penc
Penészlek
Pénzesgyr
Penyige

Pér

Perbal

Pere
Perecse
Pereked
Perenye
Peresznye
Pereszteg
Perkata
Perkupa
Pecsény
Peterd
Péterhida
Péteri
Pétervasara
Pétfirds
Petlbhenye
Petnehaza
Petfibanya
Petifiszallas
Petthaza
Petimihalyfa
Petrikeresztir
Petrivente
Pettend
Piliny
Pilisborosjei
Piliscsaba
Piliscsév
Pilisjaszfalu
Pilismar6t
Pilisszant6

Pilisszentivan
Pilisszentkereszt
Pilisszentlaszl6
Pincehely
Pinkamindszent
Pinnye

Piricse

Pirt6

Pisko

Pitvaros

Pd4csa

Pocsaj
P&csmegyer
Pocspetri
Pogany
Pogéanyszentpéter
Pokaszepetk
Polany

Polgar

Polgardi
Porcsalma
Pornodapéti
Poroszl6
Porpac

Porrog
Porrogszentkiraly
Porrogszentpal
Pdérszombat
Porva

Pésfa

Potony
Potyond
Poloske
Polosked
Porboly
Pordefdlde
Potréte

Prugy

Pula
Pusztaapati
Pusztaberki
Pusztacsalad
Pusztacs6
Pusztadobos
Pusztaederics
Pusztafalu
Pusztafdldvar
Pusztahencse
Pusztakovacsi
Pusztamagyardd
Pusztamérges

Pusztamiske
Pusztamonostor
Pusztaottlaka
Pusztaradvany
Pusztaszabolcs
Pusztaszemes
Pusztaszentlaszlo
Pusztaszer
Pusztavacs
Pusztavam
Pusztazamor
Putnok

Puski
PlUspo6khatvan
Plspdokladany
Plspodkmolnari
Plspdokszilagy
Rabacsanak
Rébacsécsény
Réabagyarmat
Réabahidvég
Rabakecol
Réabapatona
Réabapaty
Réabapordany
Rabasebes
Rabaszentandras
Rébaszentmihaly
Rabaszentmiklds
Rabatamasi
Rabatottos
Rabcakapi
Racalmas
Rackeresztlr
Rackeve

Rad

Radfalva
Radockolked
Radostyan
Ragaly

Rajka

Rakaca
Rakacaszend
Rakamaz
Rékaoczibanya
Réakéczibanya
Rakaczifalva
Réakécziujfalu
Raksi

Ramocsa
Ramocsahaza

Réapolt
Raposka
Réasonysapberencs
Ratka

Ratot

Ravazd

Recsk

Réde

Rédics

Regéc
Regenye
Regoly

Rém
Remetesél6s
Remetesdl6s
Répashuta
Répcelak
Répceszemere
Répceszentgybrgy
Répcevis
Resznek
Rétalap
Rétkdzberencs
Rétsag
Révfilop
Révleanyvar
Rezi

Ricse

Rigacs

Rigyac

Rimac
Rinyabesen§y
Rinyakovacsi
Rinyaszentkiraly
Rinyaujlak
Rinyaujnép
Rohod
Romand
Romhany
Romonya
Ro6zsafa
Rozsaly
Rdézsaszentmarton
Rojtokmuzsaj
Ronok

Roszke
Rudabanya
Rudolftelep
Rum

Ruzsa
Sagujfalu
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Sagvar
Sajobabony
Sajbéecseg
Sajogalgoc
Sajéhidvég
Sajbéivanka
Sajékapolna
Sajokaza
Sajokeresztur
Sajolad
Sajblaszlofalva
Sajémercse
Sajonémeti
Saj6oros
Sajopalfala
Sajopetri
Sajopuspoki
Sajésenye
Sajészoged
Sajévamos
Sajovelezd
Sajtoskal
Salfold
Salkdveskut
Salomvar
Saly

Samod
Samsonhéza
Sand
Sandorfalva
Santos

Sap

Sarand
Sarazsadany
Sarbogard
Saregres
Sarfimizdo
Sarhida
Sarisap
Sarkad
Sarkadkeresztar
Sarkeresztes
Sarkeresztar
Sarkeszi
Sarmellék
Sarok
Sarosd
Sarospatak
Sarpilis
Sarrétudvari
Sarrod
Sarszentagota

Sarszentirinc
Sarszentmihaly
Sarud

Sasd

Saska

Sata
Satorhely
Savoly

Sé

Segesd

Sellye

Selyeb
Semijén
Semjénhaza
Sénye

Sény
Seregélyes
Serényfalva
Sérseksdl6s
Sikator
Siklésbodony
Siklésnagyfalu
Sima

Simasag
Simonfa
Simontornya
Sidagard
Sidjut

Sirok

Sitke

Sobor
Sokoropatka
Solt
Soltszentimre
Soltvadkert
Soly

Solymar

Som
Somberek
Somlojerd
Somldsslés
Somldvasarhely
Somldvecse
Somodor
Somogyacsa
Somogyapati
Somogyaracs
Somogyaszalé
Somogybabod
Somogybiikkdsd
Somogycsicsé
Somogyddrocske

Somogyegres
Somogyfajsz
Somogygeszti
Somogyharsagy
Somogyhatvan
Somogyjad
Somogymeggyes
Somogysamson
Somogysard
Somogysimonyi
Somogyszentpal
Somogyszil
Somogyszob
Somogytur
Somogyudvarhely
Somogyvamos
Somogyvar
Somogyviszl6
Somogyzsitfa
Sonkad
Soponya
Sopronhorpacs
Sopronkévesd
Sopronnémeti
Sorkifalud
Sorkikapolna
Sormas
Sorokpolany
Soéshartyan
Soskat
Sostofalva
Sosvertike
Sétony

Sojtor

Sopte

Soréd

Sukoro

Sumony

Sar

Surd

Sukdsd

Silysap

Sumeg
Sumegcsehi
Simegpraga
Satd
Szabadbattyan
Szabadegyhaza
Szabadhidvég
Szabadi
Szabadkigyoés
Szabadszallas

Szabadszentkiraly
Szabas
Szabolcs
Szabolcsbhaka
Szabolcsveresmart
Szada

Szagy

Szajk

Szajla

Szajol
Szakacsi
Szakadat
Szakald
Szakaly
Szakcs
Szakmar
Szaknyér
Szakoly
Szakony
Szakonyfalu
Szakszend
Szalab
Szalanta
Szalapa
Szalaszend
Szalatnak
Szalka
Szalkszentmarton
Szalmatercs
Szalonna
Szamosangyalos
Szamosbecs
Szamoskér
Szamossalyi
Szamosszeg
Szamostatarfalva
Szamoslujlak
Szanda
Szank
Szantéd
Szany

Széapar
Szaporca
Szar

Szarasz
Szarazd
Szarfold
Szarliget
Szarvas
Szarvasgede
Szarvaskend
Szarvask
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Szarvask
Szaszberek
Szaszfa
Szaszvar
Szatmarcseke
Szatok

Szatta
Szatymaz
Szava
Szebény
Szécsénke
Szécsény
Szécsényfelfalu
Szécsisziget
Szederkény
Szedres
Szegerd
Szeghalom
Szeqi
Szegilong
Szegvar
Székely
Székelyszabar
Székkutas
Szeleste
Szelevény
Szelb
Szemely
Szemenye
Szemere
Szendehely
Szendéb
Szendélad
Szenna
Szenta
Szentantalfa
Szentbalazs
Szentbékkalla
Szentborbas
Szentdénes
Szentdomonkos
Szente
Szentegat
Szentes
Szentgal
Szentgaloskér
Szentgotthard
Szentgyorgyvar
Szentgyorgyvolgy
Szentimrefalva
Szentistvan

Szentistvanbaksa
Szentjakabfa
Szentkatalin
Szentkiraly

Szentkiralyszabadja
Szentkozmadombja

SzentlaszI6
Szentliszl6
Szentbrinc
Szentbrinckata
Szentmargitfalva
Szentmartonkata
Szentpéterfa
Szentpéterfolde
Szentpéterszeg
Szentpéterir
Szenyér
Szepetnek
Szerecseny
Szeremle
Szerep
Szergény
Szigetbecse
Szigetcsép
Szigetmonostor
Szigetszentmarton
Szigetujfalu
Szigliget
Szihalom
Szijartéhaza
Szikszé

Szil

Szilagy
Szilaspogony
Szilsarkany
Szilvagy
Szilvas
Szilvasvérad

Szilvasszentmarton

Szin

Szinpetri
Szirak
Szirmabeseny
Szob
Szokolya
Szélad
Szomdd
Szomolya
Szomor
Szorgalmatos
Szorgalmatos

Szorosad
Szc

Szce

Szd
Szdliget
Szdgliget
Sz5ke

Szkéd
Szkedencs
Szlésardd
Sz16sgyorok
Szorény
Szucs

Szuha
Szuhab
Szuhakallo
Szuhogy
Szuliman
Szulok
Szurdokpuspoki
SZicsi

Szlugy

Szir

Tab

Tabajd

Tabdi
Taborfalva
Tac

Tagyon
Tahitotfalu
Takacsi
Takos
Taksony
Taktabaj
Taktaharkany
Taktakenéz
Taktaszada
Taliandorogd
Tallya
Tamasi
Tanakajd
Tap
Tapiobicske
Tapiogyorgye
T4piosag
Tépidszecs
Tapioszele
Tapidszentmarton
Tapiossloés

Taplanszentkereszt

Tapsony

Tapszentmiklés
Tar

Tarany

Tarcal

Tard

Tardona
Tardos
Tarhos

Tarjan
Tarjanpuszta
Tarkany
Tarnabod
Tarnalelesz
Tarnaméra
Tarnadrs
Tarnaszentmaria
Tarnaszentmiklés
Tarnazsadany
Tarnok
Tarnokréti
Tarpa

Tarrés

Taska

Tass

Taszar

Tat

Tatahaza
Tatarszentgyorgy
Tazlar

Téglas

Tékes
Teklafalu
Telekes
Telekgerendas
Teleki

Telki
Telkibanya
Tengelic
Tengeri
Tengsd

Tenk

Tény

Tépe

Terem

Terény
Tereske
Teresztenye
Terpes

Tés

Tésa

Tésenfa
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Téseny
Teskand

Tét

Tetétlen

Tevel
Tibolddaréc
Tiborszallas
Tihany

Tikos

Tilaj

Timar

Tinnye
Tiszaadony
Tiszaalpar
Tiszababolna
Tiszabecs
Tiszabercel
Tiszabezdéd
Tiszal®
Tiszabura
Tiszacsécse
Tiszacsege
Tiszacsermely
Tiszadada
Tiszaderzs
Tiszadob
Tiszadorogma
Tiszaeszlar
Tiszafired
Tiszagyenda
Tiszagyulahaza
Tiszaigar
Tiszainoka
Tiszajerd
Tiszakanyar
Tiszakarad
Tiszakécske
Tiszakerecseny
Tiszakeszi
Tiszakérod
Tiszakurt
Tiszaladany
Tiszalok
Tiszallc
Tiszamogyoroés
Tiszanagyfalu
Tiszanana
Tiszadrs
Tiszapalkonya
Tiszapuspoki
Tiszarad
Tiszaroff

Tiszasas
Tiszasuly
Tiszaszalka
Tiszaszentimre
Tiszaszentmarton
Tiszasziget
Tiszasdl6s
Tiszasdlss
Tiszatardos
Tiszatarjan
Tiszatelek
Tiszateny
Tiszaug
Tiszavalk
Tiszavarkony
Tiszavasvari
Tiszavid
Tisztaberek
Tivadar
Toéalmas

Tofalu

Tofej

Tofl

Tokaj

Tokod
Tokodaltaré
Tokorcs
Tolcsva

Told

Tolmacs
Tolnanémedi
Tomajmonostora
Tomor

Tompa
Tompaladony
Tordas
Tormafélde
Tormas
Tormasliget
Tornabarakony
Tornakapolna
Tornanadaska
Tornaszentandras
Tornaszentjakab
Tornyiszentmiklés
Tornyosnémeti
Tornyospalca
Torony

Torvaj

Tészeg
Totkomlos
Totszentgyorgy

Totszentmarton
Totszerdahely
Totdjfalu
Totvazsony
Tok

Tokol
Toltéstava
TOmord
Tomorkény
Torokkoppany
Tortel
Tottos

Trizs
Tunyogmatolcs
Tura
Taristvandi
Tarkeve
Tarony
Tdrricse
Tuzsér
Tlrje
Tuskevar
Tyukod
Udvar
Udvari

Ugod
Ujbarok
Ujcsanélos
Ujdombrad
Ujfehérto
Ujhartyan
Ujiraz

Ujireg
Ujkenéz
Ujkér
Ujkigyos
Ujlengyel
Ujléta

Ujl srincfalva
Ujpetre
Ujrénaf®
Ujsolt
Ujszalonta
Ujszasz
Ujszentivan
Ujszentmargita
Ujszilvas
Ujtelek
Ujtikos
Ujudvar
Ujvarfalva
Ukk

Und

Uny

Uppony

Ura
Uraidjfalu
Urhida

Uri

Urkuat

Uszka
Uszéd

Uzsa

Ullés

Urém
Vacduka
Vacegres
Vachartyan
Vackisujfalu
Vacratot
Vacszentlaszlo
Vadna
Vadosfa
Vag
Vagashuta
Vaja
Vajdacska
Vajszlé
Vajta

Val

Valké
Valkonya
Vallaj

Vallus
Vamosatya
Vamoscsalad
Vamosgyork
Vamosmikola
Vamosoroszi
Vamospércs
Vamosdijfalu
Vamosszabadi
Vancsod
Vanyarc
Vanyola
Véarad
Varalja
Varaszlé
Véaraszo
Varbalog
Varbé
Varboc
Varda
Vardomb
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Varfolde
Varga
Vargesztes
Varkes®
Véarong
Varosfold
Varosbd
Varsad
Varsany
Varvolgy
Vasad
Vasalja
Véaséroshéc
Vasarosdombd
Véasérosfalu
Vasarosmiske
Vasarosnamény
Vasasszonyfa
Vasholdogasszony
Vasegerszeg
Vashosszufalu
Vaskeresztes
Vaskut
Vasmegyer
Vaspor
Vassurany
Vasszécseny
Vasszentmihaly
Vasvar
Vaszar
Vaszoly
Vasszilvagy
Vat

Vatta
Vazsnok
Vécs
Végegyhaza
Vejti

Vékény
Vekerd

Velem
Velemér
Velence
Velény
Vémeénd
Vének

Vép

Vereb

Veroce
Verpelét
Verseg

Versend
Vértesacsa
Vértesboglar
Vérteskethely
Vértessomld
Vértestolna
Vértessdlés
Vése
Veszkény
Veszprémfajsz
Veszprémgalsa
Veszprémvarsany
Vészt
Vezseny

Vid
Vigantpetend
Villany
Villanykdvesd
Vilmany
Vilonya
Vilyvitany
Vinér
Vindornyafok
Vindornyalak
Vindornyassl6s
Visegrad
Visnye
Visonta

Viss

Visz

Viszak

Viszlo
Visznek
Vitnyéd
Vizvar
Vizslas
Vizsoly
Vokany
Vonyarcvashegy
Vockond
Volcsej
Vonock
Vorosto

Vors

Zabar

Zador
Zéadorfalva
Zagyvarékas
Zagyvaszanté
Zahony

Zajk

Zajta

Zakany
Zakanyfalu
Zakanyfalu
Zakanyszék
Zala
Zalaapati
Zalabaksa
Zalabér
Zalaboldogfa
Zalacsany
Zalacséb
Zalaerdd
Zalagyomoé
Zalahalap
Zalahashagy
Zalaigrice
Zalaistvand
Zalakaros
Zalakomér
Zalakoveskut
Zalalovo
Zalameggyes
Zalamerenye
Zalasarszeg
Zalaszabar
Zalaszanto
Zalaszegvar

Zalaszentbalazs

Zalaszentgrot

Zalaszentgyo6rgy

Zalaszentivan
Zalaszentjakab
Zalaszentlaszlo
Zalaszentirinc

Zalaszentmarton
Zalaszentmihaly

Zalaszombatfa
Zalata
Zalatarnok
Zalaujlak
Zalavar
Zalavég
Zalkod
Zamardi
Zamoly
Zanka
Zarank
Zavod
Zebecke
Zebegény

Zemplénagard
Zengdvarkony
Zichyujfalu
Zics

Ziliz

Zimany

Zirc

Z6k

Zomba
Zubogy
Zsadany
Zsaka
Zsambék
Zsambok
Zsana
Zsarolyan
Zsebehéza
Zsédeny
Zselickisfalud
Zselickislak
Zselicszentpal
Zsennye
Zsira

Zsombd
Zsujta

Zsurk
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VII1.5 Handicraft Activities Eligiblefor Support under

ARDOP

The base of classification: Act No. XVI (1994) acbeomic chambers (amended by Act
No. CXXI (1999) on economic chambers, keeping thigimal annex 1 with the list of

handicraft vocations)

Building industry

4. tile stove maker

5. oven and fireplace maker

19. stone-dresser, stone-mason

20 stone restorer

21. artificial stone and mosaic restorer

Metalwork

71. smith

72. agricultural smith, blacksmith
74. brazier

Ill. Woodwork

78. joiner

79. marquetry inlay maker

81. boat maker, shipwright

83. coach-builder, wheel-wright
85. wood sculptor

87. wood- and bone-carver

88. wood-carver

89. cooper, barrel-maker

90. brush-maker

91. basketwork maker

94. household woodworks maker
95. wooden toy maker

IV. Clothing, textile and leather industry
100. hand and machine embroiderer
101. knitter

102. weaver

103. weaver, webster, fuller

104. spinner, twine-maker

105. rope-maker

108. furrier

109. boot-maker

110. cap- and hatmaker

115. slipper and sandal maker

117. orthopaedic shoe maker

119. saddler, belt-maker

121. leather-work maker

122. saddler

127. art and machine embroiderer
128. carpet maker and restorer

134. blues dyeing maker

137. handmade folk art weaver

138. braid maker and button knitter

141. weaver and lace maker

142. wickerwork maker: wattle, reed-mace,
cornhusk, straw

V. Food industry
153. gingerbread and beeswax-works maker

VII. Glass, paper, ceramic and other small
industries

172. glassware maker

175. glass and china painter

176. waxwork maker, wax-chandler

179. book restorer

184. ceramic

185. musical instrument maker and restorer
— dulcimer

186. musical instrument maker and restorer
— wooden and brass wind instruments

187. musical instrument maker and restorer
— harmonica

188. musical instrument maker and restorer
—organ

189. musical instrument maker and restorer
— string instruments

190. musical instrument maker and restorer
— piano

200. reed-works maker

201. folk art souvenir maker

210. potter

221. ornamental enamelling maker
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VII1.6 TIMETABLE FORIMPLEMENTATION OF LEADER+ MEASURE

Activity

No. of
activity*

2" half of
2004

Comprehensive preparatory programme for all comtgu
organisations or associations.

nil.

Pre-selection of first round of local groups.

Detailed preparation of pre-selected local actisougs at local
action group level on programming, partnership iamalementation.

Preparation of strategies of the pre-selected mctgroups,
submission for implementation; final selection; nster of
knowledge in the form of trainings and practicalieselling.

Implementation of the approved strategies of lometion groups
selected in the first round.

.and 2.

Preparation at local action group level for thetnane-selection in
2005.

.and 2.

Pre-selection of second round of local groups.

ndl. 2

Preparation of local action groups pre-selectethinsecond roun
at local action group level on programming, pashgr and
implementation.

d 1.

and 2.

1% half of

2005

2" half of
2005

2006-2008

Preparation of strategies of the action groupsspteeted in the
second round, submission for implementation; firs@lection;
transfer of knowledge in the form of trainings ampdactical
counselling.

.and 2.

Implementation of the approved strategies of lametion groups

selected in the second round.

.and 2.

*activities 3. and 4. are on-going activities
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VII1.7 MINIMUM REQUIREMENTS

There are three separated areas of EU-legislatibere minimum standards are applicable:
environment, hygiene and animal welfare.

Regarding agricultural activities the two main areae the soil and water protection against
overloading of manure-originated pollution, and adipratection.

According to Regulation 817/2004 Art 1, 3, 4(2) a8(2) the period of grace which the
Member States may grant in which to comply with newltroduced standards may not
exceed thirty-six months from date on which thexdéad becomes mandatory for the farmer.
This means that in some cases the date when therféuad to finish his investement is 1 June
2005, but there are plenty of types of this kindneestments, which can be finished between
2008 and 2013.

For young farmers a period not exceeding five yeaayg be allowed after starting up in order
to meet the requirements relating to minimum standaegarding the environment, hygiene
and animal welfare, if the young farmer needs aoplesf adaptation in which to start up or to
restructure the holding.

In the case of hygien@ number of regulation are already applicable (ratorg), in the case
of most of them a period of grace is not relevamytare already applicable for more than 5
years.

The basic legislation background _of soil and watetectionwithin the EU Member States is
Council Directive 91/676/EEC of 12 December 1991 cemning the protection of waters
against pollution caused by nitrates from agriqaltisources. The national legislation of
Hungarian Government Decree 49/2001 (IV.3.), ceoweding to Council Directive
91/676/EEC and the Action Plan as Annex 1 of ther®e introduced it into the national
prcatice.

Government Regulation 2070/2001 (1V.10.) on necgsaetivities required for the protection
of waters against pollution caused by nitrates fragnicultural sources and Government
Decree 33/2000. (I11.17.) on the protection of grdwater against pollution caused by certain
dangerous substances, which corresponds to Cobireittive 80/68/EEC also emphasises
the importance of this field.

The farmers, depending on the place of farming #gtiwnitrate-vulnerable zones) and the
size of the farm have to fulfil the requirementsameling to manure-placement and storage in
different dates. The bigger livestock stables djiregaat nitrate-vulnerable zones are forced to
keep the requirements at first.

Basic legislation of animal protectiowithin the EU is differentiated by animal species.
Council Directive 1998/58/EC concerning the prdtetbf animals kept for farming purposes
is a generate legistlation about animal speciesXXdfIll of 1998 on protection of animals
and MARD Decree 32/1999. (lll. 31.) on rules kegpof agricultural animals and MARD
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Decree 20/2002. (lll. 14.) amending MARD Decree 1329. (lll. 31.) ensure the
implementation of animal protecting legislation inrtgary.

The main fields of animal protection over the gehpriaciples are the followings:

X3

S

Compliance with provisions concerning floors,

Compliance with provisions concerning micro-climate,

Compliance with provisions concerning the safetgrifnal husbandry sites,
Compliance with provisions concerning space requarms)

Compliance with provisions concerning keeping ardti&ring technology.

7
0.0

X3

S

7
0.0

X3

S

The detailed requirements can be read in the abowetioned acts and regulations.
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Table 1: Minimum requirementsto be respected according to the Hungarian legidation

Link between Short
Date from the explanation

Cont(_ant (_)f the EU legislation National Legislation which the requirements | summing up the

legislation standard is and the main
applicable relevant requirements of

measures standard
ENVIRONMENT
Protection of wategrCouncil Directivg Act LIl of 1995 on the general

against
from nitrates

pollution91/676/EEC

rules of environmenta

protection

al 16 July 2004

Assistance for
Investments in

Designation of
nitrate sensitive

Agriculture |areas, measures
to be taken to
49/2001 (IV.3) Government | 03 May 2001 _ lessen the nitrate
Decree on the protection of Setting up Ofcontent of waters
water against nitrate pollution young farmers
of agricultural origin
Protection of waterCouncil Directiveg 203/2001(X.26.) Government
against pollution76/464/EEC of 4 MayDecree on certain rules of the Assistance for| General rules
caused by certairi976 protection of the quality of 01 January | Investments in concerning the
dangerous substances surface waters 2003 Agriculture | protection of
waters, duties of
) the emissioner
Setting up o

young farmers
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Link between Short
Date from the explanation
Ccl)nt(_ent c_)f the EU legislation National Legislation which th(_a requirements | summing up the
egislation standard is and the main
applicable relevant requirements of
measures standard
Protection of Directive 80/68/EEC|33/2000 (l11.17.) Government 01 January
groundwater against Decree on certain tasks [in 2003 Assistance for| General  rule
pollution caused by connection  with  activities Investments in concerning  the
certain  dangerous related to the quality of Agriculture | protection of
substances subsurface waters waters, duties @
Government  Decree  No . the emissioner
203/2001. (X.26.) Korm. on 01 January |S€ting up of
the quality protection af 1996 young farmers

Framework for
Community action in
the field of water

policy

of

Directive 2000/60/E(
the  Europea
Parliament and of th
Council of 23 Octobe
2000

surface water

management

n
e
r

Act LVII of 1995 on water

U

=




Content of the
legislation

EU legislation

National Legislation

Date from
which the
standard is
applicable

Link between
the
requirements
and the
relevant
measures

Short
explanation
summing up the
main
requirements of
standard

Requirements with
regards to the
protection of
atmosphere

1980/68/EEC
1984/360/EEC
1991/692/EEC
1996/61/EC
1996/62/EC
1997/101/EC

Government Decree N
21/2001. (I1.14.) regardin
certain
protection of atmosphere

regulation about the

0
g 01 July 2001

Assistance for
Investments in
Agriculture

Setting up o
young farmers

General rules of
protecting the
atmosphere,
comtrolling the
level og air
rpollution

Protection of water
against pollution
from nitrates

Council Directive
91/67/EEC

Act LIII of 1995 on the geners
rules of environmenta
protection

49/2001 (1V.3) Government
Decree on the protection of
water against nitrate pollution
of agricultural origin

al 16 July 2004
A

03 May 2001

Assistance for
Investments in
Agriculture

Setting up of
young farmers

General rules
concerning the
protection of
waters, duties of
the emissioner
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Short

Date from Link between explanation
Contgnt qf the EU legislation National Legislation which thg the requirements summing up the
legislation standard is | and the relevant main
applicable measures requirements of
standard
Habitats and wild birds
Conservation of naturaDirective 92/43/EEC |Act LIl of 1996 on naturge01 January 1997 _ General rule
habitats and of wind conservation Assistance fQI’ concerning natur
flora and fauna Investments in| conservation

Act LV of
preservation,
hunting

Decree No 30/1997 (IV.30) F
of the Minister of Agriculture o

1996 on gameO0l1l March 1997
management and

MO1 March 1997
n

the implementation of Act LV

Agriculture

of

D
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Conservation of wilg
birds

IDirective 79/409/EEC

1996 on game preservatig
management and hunting

Government Decree N
139/1999. (IX.3.) Korm. on th
rules of keeping, showing a
make use of protected animals

Government Decree No 67/19
(IV.3.) Korm. on restrictions an
prohibitions applied in protecte
or in highly protected areas
habitats and ecosystem

Joint Decree of the Minister
Agriculture and Minister ¢
Environment and  Region
Development No. 73/1997.

28.) FM-KTM on fish species a
aquatic animals that cannot |
caught as well as on seaso
fishing bans by fish specig
modified by Decree

Decree No. 13/2001. (V. 9.) Kq
of the Minister of Environment ¢
protected and strictly protecte
plant and animal species, stric
protected caves as well as on
plant and animal species
Community importance

n1

[}

e 11 September
nd 1999

D8.

d 11 April 1998
d
of

Of
f
aP8 October 1997
X.
hd
he
hal
‘S,

M
n 17 May 2001
2d
ly
the
of

4

Setting up
young farmers

of

General rule
concerning natur
conservation

D N
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Link between Short
Date from which _the explar_lanon
Content of the N . N requirements | summing up
leqislation EU legislation National Legislation the stan_dards and the relevantl  the main
g
are applicable X
measures requirements
of standard
Placing of plant Council Directive Ministerial Decree 6/2001 (1.16.) Assistance  forGeneral rules of
protection products on|91/414/EEC of 15 July | FVM on the use, placing on thel February 200linvestments  inmarketing and
the market 1991 market and packaging of plant Agriculture packaging  of
protection products Setting up ofplant protection
young farmers | products
Use of sewage sludge |iDirective 86/278/EEC | Government Decree 50/2001. Assistance  forRules of
agriculture (IV. 3.) on the rules of the Investments  inagricultural
agricultural  utilisation  and 18 April 2001 |Agriculture utilisation  of
treatment of sewage and sewage sludge
sludge
Integrated Pollution | Council Directive Government Decree 193/2001 Assistance  forRules of
Prevention and Control96/61/EC of 24 (X. 9) Korm. on the detailed Investments  inuniform
September 1996 rules of uniform licensing 30 October 2001 Agriculture licensing
process of the use of Setting up ofprocess

environment

young farmers

Environmental Impact
Assessment

Council Directive
85/337/EEC of 27 June

1985 on the assessmenenvironment impact assessme

of the effects of certain
public and private
projects on the
environment

Government Decree 20/2001

on
nt 14 April 2001

Setting up o

young farmers

fassesment

Rules of impact
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Link between | Short explanation
Date from the summing up the
Content of the — . o which the requirements main
legislation EU legislation National Legislation standards are and the requirements of
g q
applicable relevant standard
measures
HYGIENE
Meat products
Health problems Council Directivel Act XCI. 1995 on animal health 01 July 1996 | Improvement pAnimal health
affecting intra- 64/433/EEC processing andequirements,
Community trade in | 91/497/EEC marketing ofduties of the
fresh meat to extend it| 92/5/EEC agricultural operator and the
to the production and products veterinarian,

marketing of fresh mea

it

Assistance fo
Investments if
Agriculture

Setting up o
young farmers

ranimal waste
N

f

management ¢

=
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Content of the
legislation

EU legislation

National Legislation

Date from
which the
standards are
applicable

Link between the
requirements and
the relevant
measures

Short
explanation
summing up

the main
requirements
of standard

Health problems Council Directive Joint Ministerial Decree 13 November |Improvement of Requirements
affecting intra- 64/433/EEC 100/2002 of the Ministry qf 2002 processing ancconcerning
Community trade in | 91/497/EEC Agriculture and Rurgl marketing of meat,

fresh meat to extend it| 92/5/EEC Development on  hygiene agricultural productsrequirements

to the production and

marketing of fresh meat placing on the market of fresh Assistance forslaughterhouses
meat Investments in, control of
Agriculture meat, duties of
the operator,
General animal healtlCouncil Directive ;?:22?5 up of youn;\dig:(laerisngi;i?f
rules 64/432/EEC
;%;;%‘EEC Decree N_o_41/1997 (V._28.) FM 01 July 1997 General rules
80/215/EEC of the Mlnlster of A_gnculture of an_lmal
80/217/EEC on the issue of animal health kee_pmg
82/894/EEC rules (bundlngs,_
food, grazing),
85/511/EEC duties of
88/146/EEC keeper,
marketing of
live animals

circumstance of production a

nd

concerning
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Link between Short
Date from which _the explar_1at|on
Content of the — . N requirements | summing up
leqislation EU legislation National Legislation the stan.dards are| . d the relevantl  the main
g
applicable i
measures requirements
of standard
Requirements for theCouncil Directive Joint Ministerial Decree 77/2002.31 August 2002 | Improvement dBeneral rules
production and placind4/65/EC (VIIl.23.) FVM-EszCsM on the processing angbf the
on the market qf hygiene  conditions of the marketing of marketing of
minced meat and meat production and placing on the agricultural meat
preparations market of minced meat and products
(spiced) meat preparations
Assistance  for
Investments i
Agriculture
Setting up o
young farmers
Egg products
Hygiene and healffCouncil Directive Ministerial Decree  23/2002. 1 May 2004 |Improvement ofConditions of

problems affecting th
production and placin
on the market of eg
products

89/437/EEC

g
g

Specific public healt
conditions  for  the
placing on the markg
of certain types of egg

hCouncil
204/371/EC

pt

D

Decision

D,
(IV.5.) FVM on the food hygiene
nd
placing on the market of egg

conditions of the production a

products

Joint Ministerial Decree 90/2003.15 August 2003

(VI1.30.) FVM-EszCsM on the

food hygiene conditions of th

production and placing on the

market of food products

e

processing an
marketing of
agricultural
products

duties of the
operator,

imported eggs

doroducing eggs,

requirements of

Improvement o

processing an
marketing of
agricultural
products

fRules on
dnarketing egg

of hygiene
controls

products, order
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Link between Short
Date from the explanation
Ccl)nt(_ent c_)f the EU legislation National Legislation which the requirements | summing up
egislation standards are | and the relevant| the main
applicable measures requirements
of standard
Specific public healthCommission DecisiofMinisterial Decree  23/2002. 1 May 2004 |Improvement ofRules or
requirements foro7/38/EC (IV.5.) FVM on the food hygienge processing andnarketing egg
imports of egg product conditions of the production and marketing ol products, order
for human consumption placing on the market of egg agricultural of hygieneg
products products controls
Joint Ministerial Decree 90/200315 August 2003
(VI1.30.) FVM-EszCsM on the
food hygiene conditions of the
production and placing on the
market of food products
Game meat products
Public  health angCouncil Directivg Ministerial Decree 23/2002. (IV.5| 1 May 2004 |Improvement ofRules on
animal health91/495/EEC FVM on the food hygiene processing andmarketing egg
problems affecting the conditions of the production and marketing ol products, order
production and placing placing on the market of egg agricultural of hygiene
on the market of rabhit products products controls

meat and farmed game
meat

Pullic health and

Council

Directive

Joint Ministerial Decree 90/200
(VI1.30.) FVM-EszCsM on the foo

315 August 2003
d

25t



animal health92/45/EEC

problems relating t
the killing of wild

game and placing gn
the market of wilg

game meat

hygiene  conditions  of

production and placing on the

market of food products

Ministerial Decree 9/2002. (1.23.01 January 200!
FVM on the killing of wild ang

farmed game, inspection

marketing of game meat and the
inspection of domestic rabbit meat.

t

a

he

oo

nd

25¢€



Link between Short
Date from which _the explar_lanon
Content of the legislation National Legislation the standards are requirements | summing up
legislation EU legislat 9 . and the relevant|  the main
applicable -
measures requirements
of standard
Milk products
Health rules for theCouncil Directivg Joint Ministerial Decree 1/200B8.16 January 2003 Improvement |&equirements
production and placing2/46/EEC (1.8.) MARD-Ministry for social processing anddf producing
on the market of ra matters, health and family joint Marketing off marketing and
milk, heat treated milk decree on production, placing pn agricultural control of milk
and milk based the market and food hygiene products products.
products conditions for raw milk, heat
treated milk and milk-based
products
Additives
Food additives otheCouncil Directivg Decree No 27/1998. (IV.22) FM 30 April 1998 |Improvement of
than colours an®5/2/EC of the Minister of Agriculture op processing and
sweeteners the amendment of Decree No Marketing of
40/1995. (X1.16) on the agricultural
obligatory requirements of the products

Hungarian Food Codex

Hungarian Food Codex 1-3-95
The new edition of Hungarig
Food Codex 1-2-95/2 on fo(

/2
in 01 May 2004
nd

additives other than colours and

sweeteners is going to enter i

nto

force on 01/05/2004.




Joint Ministerial Decree 1/1996

(.9.) FM-NM-IKM on the

execution of the Act XC of 199509 January 1999
on foodstuffs (Food Act)
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Link between Short
Date from the explanation
Content of the EU legislation National Leaislation which the requirements | summing up the
legislation 9 9 standards are and the main
applicable relevant requirements of
measures standard
ANIMAL WELFARE
Section 8 of the Annex of MARD Decree 32/1999. (l11.31. S?ngraz ﬁssstancet fc.’rStabIe floors
Council Directive Article 8, paragraph (4) . 8. (4) nvestments - My yst be easy to
98/58/EC 1 June 2002 Agriculture clean with non-
: . _ slip surfaces.
Protection of ammaISCommission Decision Ca.lves. Setting up of
kept  for  farming 2000/50/EC Point 11. young farmers
purposes 14 May 2004
Minimum requirements Pig:
for the inspection of Point 1.14, 5.1
holdings on which 1 June 2002
animals are kept for
farming purposes Point 1.2.3.
1 January 2013
Compliance with Laying hen:
provisions concerning Point 6.7
floors 1 January 2007
Point 2.5, 2.6
1 June 2002




Link between Short
Date from the explanation
C?nt‘?”t c_)f the EU legislation National Legislation which the requirements | summing up the
egislation standards are and the main
applicable relevant requirements of
measures standard
Section 10 of the Annex ¢MARD Decree 32/1999. (11.31. ,GeneraI: Assistance fc.)rlt must be
Council Directive Article 6 Art. 6 Invgstments 'ensured that
08/58/EC 1 June 2002 Agriculture lighting,
_ temperature,
Ca_lves. Setting up of | relative
T(\)]IS;:'ZOOZ young farmers | humidity, the
dust content of
b air and other
environmental
Compliance with Piq: conditions (gas
provisions concerning g- concentration or
micro-climate i?u r11é15002 noise levels) do
not reach levels
ina hen: that are harmful
;?)3"['397 en: to the animals at
: the place where
1 June 2007 theypare kept.
Point 14, 20
1 June 2002
General: Assistance fo

Compliance with

provisions concerning
the safety of animal

husbandry sites

Act XXVIII of 1998, Article
5, paragraph (1)

Art. 5 (3) 1 June
2002

Calves:

Investments
Agriculture

i

'Must ensure tha
"the animal is
kept so that it
cannot escape

26C



Section 12 of the
Annex of Council
Directive 98/58/EC

MARD Decree 32/1999.
(111.31.), Article 8, paragraph

(®)

Act XXVIII of 1998, Article
5, paragraph (3), MARD
Decree 32/1999. (111.31.),
Article 5, paragraph (3)

Point 3,8,10:
1 June 2002

Pig:
Point 1.11, 3.7
1 June 2002

Laying hen:
Point 8.2
1 June 2007

Point 9.1, 15, 22
1 June 2002

Setting up of
young farmers

Must comply
with provisions
concerning the
prevention of firg
hazards

In case of free-
range keeping,
animals must be
provided with an
area or facility
where they can
find shelter
against extreme
weather
conditions,
against predator
and against othe
effects that are
damaging to
their health

= U
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Link between Short
Date from the explanation
C(lantgnt qf the EU legislation National Legislation which the requirements summing up the
egislation standards are and the main
applicable relevant requirements of
measures standard
e ot |+ MARD Decree 3201900, (ST 1SSEEEE e amount o
Directive 98/58/EC g;.Sl.), Article 4, paragraph 1 June 2002 Agriculture tsg) ﬁ]c(;v?(ljlgg?ted
Council Directive Calves: _ anim_als mus_t be
91/629/EEC laying Point 2'0 22 Setting up of consistent with
down minimum D young farmers |the species,
standards for the ~ |* MARD Decree 20/2002 1 June 2007 variety, age and
protection of calves, (1.14.), Annex 1, section (20 Pigt sex of the
its amendment, P(%nt 121 animals
Council Directive 1 May éoloﬁ concer_ned and
Compliance with 97/2/EC, and the animals must
provisions (_:oncerning Commission Decisior Point 2.1. 2.1.1 have access to
space requirements 97/182/EC, 36 T ]Ehedrgstmdg,_ y
' eeding, drinking
Council Directive 1 June 2002 and manuring
91/630/I_EEC laying Point 1.2.2, places
down minimum 1.2.10
standards for the 1 June 2013 Space
protection of pigs, its|e MARD Decree 20/2002 requirements of
amendment, Council (I11.14.), Annex 1, section (22) pint 2 1.2 calves kept in

Directive 2001/88/EC|
and Commission
Directive 2001/93/EC,

1 January 2003

Point 2.1.2

groups and of
calves kept in
individual boxes

26z



Council Directive
88/166/EEC laying
down minimum
standards for the
protection of laying
hens kept in battery
cages,

Council Directive
1999/74/EC laying
down minimum
standards for the
protection of laying
hens,

MARD Decree 20/2002
(ll1.14.), Annex 2, sections
(1.2.1), (2.1.2), (4.2)

MARD Decree 20/2002
(Il1.14.), Annex 3, sections
(6.3.) (6.6.) (9.2.) (10.1.a)

1 January 2005

Annex 2, 4.2
14 May 2004

Laying hen:
Point 6.8
1 January 2007

Point 7
1 January 2012

Point 9.2, 10.1.
a)
1 June 2002

space
requirements of
raised piglets an
porkers kept in
groupsEach hen
should have at
least 250 crhof
littered area, with
the litter
covering at least
1/3 of the area.
In the
compartments
used for natural
mating, boars
must have
unhindered
access to a
minimum area o

10 nf

o

Space
requirements of
sows about to
litter kept in
enclosed litter
pens

Laying hens kept
in an alternative
system, one nest
should be

265



occupied by up
to seven hens, or
in case of group
nests, a
maximum of 120
hens should
occupy one rhof
nest space.

In improved
battery cages,
each hen should
have at least 750
cn? of cage area
of which 600
cn? should be
usable.

264



Link between Short
Date from which 'the expl.ananon
Content of the — . N requirements | summing up the
S EU legislation National Legislation the standards are )
legislation . and the main
applicable .
relevant requirements of
measures standard
Article 3 and sections 14¢ MARD Decree 32/1999_(:etn2ra!£ 5 ;As&s‘:ance:[ f(.)rAnimaIs shoulg
16, 17 and 18 of the (II.31.), Article 3, section (c) 1r‘]. '(22)'0(2) :vgs rl?ens Mbe fed, watered
Annex of Counci une gricuiture 1 and cared for in
Directive 98/58/EC Calves: accordance with
Pa‘vtesiz 13 14 Setting up oftheir species,
1(5)|n ’ ’ young farmers variety, age,
development,
1 June 2002 adaptive ability
. degree of
P'g.: do?nestication
_ . Point 1.2.7, 1.2.8, hvsiologi I’
Compliance witH 115 1.16, 1.17, physiologica
provisions concerning 6.2 6.3, status and
keeping and foddering 1 June 2002 ethological
technology requirements
Laying hen: With some
- MARD Decree 32/1999" 0Nt 6.1, 6.2, 8.1. exceptions,
c) animals may

(Ill.

)

31.), Article 4, paragrap

"y

January 2007

Point 9.7, 9.8, 16
17, 10.2, 10.3,
1 June 2002

only be given
fodder that
according to th
present level g
scientific

1%

-
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MARD  Decree

(1)

32/1999.
(11.31.), Article 4, paragraph

knowledge, doe
not have F:
detrimental
effect on
welfare.

Foddering
watering
equipment mus
be installed
assembled,

placed, operate
and maintaine
so as to compl
with detailed
provisions

an

f

Technological
developments
associated with site
technology

Section 13 of the
Annex of Council
Directive 98/58/EC

Section 13 of the
Annex of Council
Directive 98/58/EC

MARD Decree 32/1999.
(11.31.), Article 7, paragraph

(1)

MARD Decree 32/1999.
(11.31.), Article 7, paragraph

)

General:

Art. 7 (2-3), Art. 8
(1-3), (5)

1 June 2002

Annex No. 1 (11):
14 May 2004

Art. 1 (4):
1 January 2005

Calves:
Point 5,9,18,24
1 June 2002

Assistance fo
Investments i
Agriculture

Setting up of
young farmerg

'Electrical
]equipment used
around animals
must be safe.
Shock protection
must be provide
for.

Technical
equipment used
in the course of
animal
husbandry must
be checked at

their

~m

1=

least once a day|
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Sections 8 and 9 of th
Annex of Council
Directive 98/58/EC

e

MARD Decree 32/1999.
(111.31.), Article 8, paragraph

Art. 7 (4)
1 January 2005

Pig:

Point 1.2.4, 1.2.9,
15,1.7,1.8, 1.9,
1.10, 3.4, 3.5

1 June 2002

Point 1.2.5, 1.2.6,
1.2.10,
1 January 2013

Point 1.3
1 January 2006

Point 1.6
14 May 2004

Laying hen:
Point 2,
1 January 2003

Point 6.3, 6.4, 6.5
6.6, 8.1
1 January 2007

Point 9.3, 9.4, 9.9
10.1 b-d), 10.4,
10.5 11, 12, 13,
18, 19, 21, 23,

and any
malfunctions
discovered must
be remedied
immediately, and
all necessary
protective
measures must
be taken
immediately to
protect the
welfare and
health of the
animals. When
animals are kept
in enclosed
spaces, sharp
edges and
elevations of the
building
structure must b
eliminated, the
materials used
may not irritate
or injure the
animals. The
surfaces in
contact with the
animals must be
possible to clean
and disinfect
appropriately and

11




Section 13 of the
Annex of Council
Directive 98/58/EC

Section 13 of the
Annex of Council
Directive 98/58/EC

3)

MARD Decree 20/2002.
(111.14.) Article 7, paragraph
(3) (under amendment)

1 June 2002

D

they may not b
made of
materials
hazardous to the
health of
animals.

In stables with
artificial
ventilation, a
supplementary,
back-up system
must be putin
place to provide
for sufficient air
replacement
required for the
health and
comfort of the
animals, even if
the artificial
ventilation
system
malfunctions.

Animal
husbandry
buildings
equipped with
artificial
ventilation
systems must be
fitted with a

26¢



malfunction
alarm system.

Directives referred to
points I/al-5 and ll/al-f3

National legislation referred to
points 1/1-5 and Il/a1-f3

Assistance for

Investments in
Agriculture

Setting up of
young farmerg

Complex
reconstruction in
order to meet all
the standard
conditions and
technologies
referred to in
sub-measure /1t
5 and Il/al-f3




Link between Short
Date from the explanation
C(IJnt(_ant (_)f the EU legislation National Legislation which the requirements summing up the
egislation standards are and the main
applicable relevant requirements of
measures standard
Protection of animals | Council Directivg 26/2002 (IV.13.) Decree of Improvement |General rules d
at the time of slaughterl993/119/EC MARD on the amendment of of processindanimal protectio
and killing Ministerial Decree 9/1999 (1.27.) and marketind concerning
FVM on the regulation of animal 28 April 2002 |of agricultural slaughter an
protection concerning slaughter products killing
and killing
Transport
Protection of animal<Council Directivg 87/2003 (VI11.24.) Decree of Improvement | Rules of the
during transport 1991/628/EC MARD on the animal hygiene of processing hygiene and
rules of the circulation and 1 May 2004 and marketind animal welfare
transportation of animals of agricutural| requirements of
products animals during
transport

27C



Link between Short
the explanation

Date from which . :
requirements summing up

Content of the

o EU legislation National Legislation the standards )
legislation . and the relevant|  the main
are applicable -
measures requirements
of standard
Fisheries

Health conditions forCouncil Directivg Ministerial Decree  40/2002 Structural General rules d
the production and th®1/493/EEC as amende/.14.) FVM on the hygieng assistance for tH production an
placing on the markeby Directive 95/71 conditions of the production and 22 May 2002 | .. : marketing o

) ; fisheries sector |,.

of fishery products the placing on the market of fishery products

Common  marketingCouncil Regulation (EG)ishery products
standards for certa|r2406/96

fishery products Joint Ministerial Decree 90/2003

Marketing  standardsCouncil Regulation(VI11.30.) FVM-EszCsM on the

and consumers104/2000 andfood hygiene conditions of the

information aboutimplementing rulesproduction and placing on thel5 August 2003
fishery and aquacultureegulation (Commissiormarket of food products

products. regulation) n° 2065/2001

Animal health Council Directive 91/67

conditions governing
the placing on the
market of aquaculture
animals and products

271



Minimum hygieneg
rules applicable t
fishery products caug
on board on certai

Council
02/48/EEC
Nt

n

vessels

Directive
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Table 22 Minimum standards for which a period of grace can be granted in line with Reg. 817/2004 Art. 1, and 28(2) and the end of
period of grace

EU legidation National legidation End of period of grace*
Council Directive 91/676/EEC Act LIl of 1995 on the general rules of 16 July 2007
environmental protection
Council Directive 76/464/EEC of 4 May 19Y6 203/2001(X.26.) Government Decree orf 01 January 2006

certain rules of the protection of the quality| of

surface waters
Council Directive 80/68/EEC 33/2000 (111.17.) Gomerent Decree on 01 January 2006
certain tasks in connection with activitieg

related to the quality of subsurface watels
Council Directive 64/432/EEC Joint Ministerial Decree 100/2002 of the 13 November 2005
71/118/EEC Ministry of Agriculture and Rural
77/99/EEC Development on hygiene circumstance af
80/215/EEC production and placing on the market of fresh
80/217/EEC meat
82/894/EEC
85/511/EEC
88/146/EEC
Council Directive 94/65/EC Joint Ministerial Decré@/2002. (VI11.23.) 31 August 2005

FVM-EszCsM on the hygiene conditions of
the production and placing on the market |of
minced meat and (spiced) meat preparatipns

Council Directive 89/437/EEC Council | Ministerial Decree 23/2002. (IV.5.) FVM op 1 May 2007
Directive 91/495/EEC Council Directive | the food hygiene conditions of the production

92/45/EEC and placing on the market of egg producis
Council Directive 89/437/EEC Council | Joint Ministerial Decree 90/2003. (VI1.30. 15 August 2006
Directive 91/495/EEC Council Directive | FVM-EszCsM on the food hygiene conditigns

92/45/EEC of the production and placing on the market

of food products

Council Directive 89/437/EEC Council Ministerial Eree 9/2002. (1.23.) FVM on 01 January 2006
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Directive 91/495/EEC Council Directive
92/45/EEC

the killing of wild and farmed game,
inspection and marketing of game meat
the inspection of domestic rabbit meat.

ohe

Council Directive 98/58/EC
Commission Decision 2000/50/EC

Joint Ministerial Decree 1/2003. (1.8.)
MARD- Ministry for social matters, health
and family joint decree on production, plac
on the market and food hygiene conditions
raw milk, heat treated milk and milk-base
products

d

ng
for

16 January 2006

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 8,
paragraph (4)

1 June 2005, calves 14 May 2007, laying
1 January 2010
point 1.2.3: 1 January 2016

Council Directive 98/58/EC

MARD Decree 32/19991.41.), Article 6

1 June 2005, laying hen 1 Jun&®0

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 8,
paragraph (5)

1 June 2005, laying hen 1 June 2010

Council Directive 98/58/EC
Council Directive 91/629/EEC
Council Directive 91/630/EEC

Commission Directive
2001/93/EC88/166/EEC
Council Directive 1999/74/EC

MARD Decree 32/1999. (111.31.), Article 4
paragraph (3)

1 June 2005, calves 1 June 2010, pigs 1 N
2007, laying hen 1 January 2010

nen

iay

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 3,
section (c)

1 June 2005, laying hen 1 January 201(

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 4,
paragraph (2)

1 June 2005, laying hen 1 January 201(

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 4,
paragraph (1)

1 June 2005, laying hen 1 January 201(

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 7,
paragraph (1)

1 June 2005, laying hen 1 January 2006

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 8,
paragraph (1)

Council Directive 98/58/EC

MARD Decree 32/19991.4L.), Article 8,

1 June 2005
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paragraph (3)

Council Directive 93/119/EC 26/2002 (IV.13.) DecdeMARD on the 28 April 2005
amendment of Ministerial Decree 9/1999
(1.27.) FVM on the regulation of animal

protection concerning slaughter and killing

Council Directive 91/628/EC 87/2003 (VI1.24.) Deeref MARD on the 1 May 2007
animal hygiene rules of the circulation and
transportation of animals

Council Directive 91/493/EEC as amended binisterial Decree 40/2002 (V.14.) FVM on 22 May 2005
Directive 95/71 the hygiene conditions of the production and
the placing on the market of fishery products
Council Regulation (EC) 2406/96 Joint Ministerial Decree 90/2003 (VI1.30.) 15 August 2006
Council Regulation 104/2000 and FVM-EszCsM on the food hygiene conditigns
implementing rules regulation of the production and placing on the market
Council Directive 91/67 of food products

Council Directive 92/48/EEC

Justification related to the specific problems involved in complying with these standards
(Council Reg. 817/2004, Annex Il, point 9. 3. 1. B, 9.3. IX. B)

Investment: A period of grace is granted to the farmers, in order to allow an adequate period of time in which the farmer can be prepared to apply
the new EU standards for hygiene, environment and animal welfare. Although the original deadline for the adoption of most of of the new
standards was at latest the date of accession, it appeared clearly that the preparation takes more time. The only possibility of assisting the farmers
in the prapration were the investment supports in ARDOP and NRDP. In the three year period of grace the farmers can aply for support and can
finish the reconstructions which are necessary to comply with the standards.

Food industry: A period of grace is granted to the small processing units in order to allow an adequate period of time in which the entrepreneur

can be prepared to apply the new EU standards for hygiene and environment. Most of the new must have been met by the accession, however
some has remained, that alonger period of preparation and financial assistance through ARDOP had to be provided for.
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VII1.8 THELEVELSOF VOCATIONAL EDUCATIONIN
HUNGARY

Level of qualification Level code of OKJnumber

University degree

College degree

Post-secondary level (higher vocational training)| 5, BL

Secondary level (technician training) 51,52,58,5
Medium level (skilled worker training) 31, 32, 3
Basic level (semi-skilled worker training) 21

OKJ: National List of Vocational Qualifications

VII1.9 THEMETHOD FOR THE SELECTION OF ADVISERS
AND THE MINIMUM CONDITIONSOF THEIR
ACCREDITATION

The accreditation of advisors to the national tegisakes place according to the MOARD

the procedures and criteria to be selected asistesed advisor.

The main selection criteria for the advisors aefollowings:

« Applications to the Register can be submitted bynapersons
a. who do not pursue any commercial and/or agent desvirelated to

agricultural economy and prove this in the fornaafeclaration, furthermore,

b. who are in possession of a degree proving the fgpaion gained in higher

education, in the profession fields listed in thewe legislation, 3 § (1) (e.g.:
arable crop production, animal husbandry, horticaltweterinary medicine
and animal hygiene, plant protection, environmemahagement, agricultural
economics and farm management, ecological farmingjemit management
and soil conservation),

c. _who have minimum five years of experience in the igieation of choice-

pursued at the time of application and that is idahwith the specialization
indicated in the degree both in its name and itk dontent, or who have
agricultural advisory certification gained in agtitiral higher education and
three years of experience,

d. who have ten years of experience in the speciaizaf choice pursued at the

time of application and that is related to the gdemation indicated in the
degree in its content,

e. who possess knowledge of production, technology, &conomy and finance

f.

related to agricultural economy,
who possess police clearance certificate.
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The would-be advisor is allowed to select up te¢hspecial professional area out of the 24

listed in the above MOARD regulatioithese professional areas cover farm management,
environmental and public health issues, too.
The young farmer is allowed to select advisors fritwis register according to his/or her

specialneedslf the young farmer needs more complex advice, lee¢gin turn to an advisory - - { Térélt: sepcial

The service is provided on the basisa contract made between the young farmer and| the{ Téréit: af

selected advis@) or advisory bodyThe contract is checked and registered by thal loc

authority of MOARD. After the young farmer acceptadd paid the service he/she cap - { Térsit: n

reclaim a certain part (75%) of the cost as stiate a | Terbit: payed

. J «J

The copy of the contract and the certificate of bla@k transfer for the service cost are the
official documents to prove the use of theiadry service. |

Registered advisors can do their extension actastyprivate entrepreneurs or in the name of
educational institutions, research institutiongaleentities, economic _associations without
legal entity whose scope of activity is connectedatiriculture excluding those who have
commercial activity and/or act as agents in conpacivith agriculture These organization

or bodies do not need accreditation. They areledttb enter into advisory contract with the
farmers on condition their employees that actuallytli® advisory activity are registered
advisors.

Taking part in the regular (yearly) further traigiand passing the examination is compulsory
for the registered advisors. Their work is evaldaig the Ministry of Agriculture and Rural
Development every year, and those not meeting titeriarare cancelled from the Register.
The procedures and criteria of the selection areenpadblic in all possible ways (newspapers,
homepage of the ministry, information sheets indbenty offices of the Ministry etc.)

VIII.10 CLASSIFICATION OF ECONOMIC ACTIVITIES

According to the publication titled ,Standard SeatcClassification System and Definition of
Economic Activities” (Central Statistical Office,0@3.) the economic activities are the
following:

01.1 Growing of crops; market gazdening; horticultue

01.11 Growing of cereals and other crops n.e.c.

01.12 Growing of vegetables, horticultural spetiedi and nursey products
01.13 Growing of fruit, beverage and spice crops

01.2 Farming of animals

01.21Farming of cattle, dairy farming

01.22 Farming of sheep, goats, horses, asses, anddsinnies

01.23 Farming of swine

01.24 Farming of poultry Farming of

01.25 Other Farming of animals

01.3 Growing of crops combined with farming of aninals (mixed farming)
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01.30 Growing of crops combined with farming of aais(mixed farming)”
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17. oldal: [1] Torolt SchuchtarG 2005. 04. 28. 10:21:00
In case of sensitive products, where no quotasappdied (e.g.: Pig meat, Poultry,
Egg) the Head of the MA is responsible for that tbtal increase of production
capacities at programme level will not exceed atehd of the programme in 2008,
the relevant figures in 2000 (for example: the nandf pig pens, poultry house).

In case of products where quotas are applied (&1dk, Bovine animals, Sheep, Plant

products), the production due to investments maynwease beyond relevant quotas
and reference quantities applicable in the secdaid down in the Accession Treaty
of Hungary. There is a quota monitoring system aieel by the Agriculture and Rural

Development Agency (ARDA). In this way the increagfequota can be evaluated

during the project selection procedure.

The Market Information System, operated by the Refeand Information Institute

for Agricultural Economics (AKII) provides up-taate information, forecast on the
demand, the supply and the prices. Based on tiesAKIl compares the production

and the market prices and prepares a mid-term prognosis related to the

investment period. This document is sent twice akv® the MA. Beside this, the

Head of the MA receives regular reports from thekdaDevelopment Department of
the Ministry, which is based on the decisions takgthe Management Committees of
the EU Commission and the intervention decisions.

Based on this and the market analyses the HeatleoMA evaluates the market
situation and may take the decision of suspendiegapacity increasing investments.
If the applicant has an authentic certificationaof existing market (example: with
valid contracts) the investment may be authorised.

In case of orchards (Apple, pear, peaches), incasgs the applicant has to present an
authentic certification that the increase of cafyasi supported by the demand. In this
case a decision is taken on the base of the cattdn attached to the application.

Concerning the capacities for the food processmggreement was signed between
the MA and AKIIl. According to this, the applicanédiould indicate their existing
capacities and the planned changes, as well asapacity utilisation. These data
should be verified by AKII (Research and Informatiinstitute for Agricultural
Economics), and checked by ARDA during evaluatibthe applications and ex-post
checks of the projects.

24. oldal: [2] Torolt SchuchtarG 2005. 04. 28. 9:28:00
At ARDA the number of staff employed at centraldeis 457 and at regional level is 574
according to the data of 30 June 2004.

The number of staff of the departments involved ithe ARDOP, SAPARD programmes:

Up to I September:

Internal Audit Unit of Agricultural and Rural Devel opment Supports:6 persons
It performs the audit tasks in connection with @eARD.

Managing Information and Monitoring Unit: 2 persons
It performs the monitorring activity in connectiath the program.



Central Application Evaluation Unit: 10 persons
It draws up an order of rank by measure compiledhieyLocal offices and submits it to
make a decision to the Decision Preparation Coremitheaded by the Managing
Authority. The unit notifies the Local offices dmetdecision.

Territorial Controlling Unit: 2 persons
It coordinates the on the spot control in the Ldgtices.

Coordination Unit of Local Offices: O person
It supervises the work in the Local Offices and ag@as the activity of client’s service.

IT Development Unit: 1 person
It takes part in the development and implementatibEMIR system (Single Monitoring
and Information System)

Directorate of Finance:
All organizational units participate in the implem@tion of payments.

Payment Unit: 3 persons
Financial Accounting Unit: 3 persons
Claim collection Unit: O person
Collateral manging Unit: O person
Development teamfurther development of OPARD (6 persons)
Total: 38 persons
Local offices having regional competency:
They receive the applications, process the applitatand submit the applications to
ranking. They perform on the spot controls and ivecéhe invoices accomplish client’s
service activity. They conclude contracts with thgpported applicants based on the

decision of the Managing Authority.

Regional Office of county Csongrad, centre: Szegedpmpetency counties:Csongrad,
Békés és Bacs-Kiskun 12 persons

Regional Office of county Borsod-Abauj-Zemplén ceme: Miskolc competency
counties:Borsod-Abauj-Zemplén, Nograd és HevesetZagns

Regional Office of county Somogy centre Kaposvacompetency: counties Somogy,
Tolna and Baranya 14 persons

Regional Office of county Szabolcs-Szatmar-Bereg e Nyiregyhaza competency:
counties Szabolcs-Szatmar-Bereg, Jasz-Nagykun-&aimd Hajdu-Bihar 11persons



Regional Office of county Veszprém centre Veszprémcompetency: counties
Veszprém, Komarom-Esztergom and Fejér 16 persons

Regional Office of capital and county Pest centre ilapest, competency: Budapest
and county Pest 13 persons

Regional Office of county Zala centre Zalaegerszegpmpetency counties Zala, Vas and
Gyor-Moson-Sopron 8 persons

Total: 91 persons

After 1st of September 2004

Two units of the SAPARD dealing with central apption processing: the Application
Processing Unit of enterprises of Agricultural akRdod industry and the Application
Processing Unit of Rural development and Self govent come to end on 1st September
2004. From 1st of September 2004 three new orgammezd units (working team) are
established within the official function of a newitthe Central Application Evaluation Unit:

Central Application Evaluation Unit: 15 persons
Development teamfurther development of OPARD (6 persons)
SAPARD archiving team: SAPARD additional works
Total: 129 persons
In the Central Office: 38 persons

In the Local Offices: 91 persons

Agriculture and Rural Development Agency

Address: H-1054 Alkotmany u. 29
Phone: +36-1-374-3636
Fax: +36-1-374-3645
Head: Dr. Miklos S#ke, president
Phone: +36-1-374-3640
E-mail: szoke.miklos@mvh.gov.hu
Vice president : Dr. Gyula Dancs
Phone: +36-1-374-3608
Fax: + 36-1-475-2116
E-mail:dancs.gyula@mvh.gov.hu
Director for Rural Development: Dr. Tibor Kemendy
Phone: +36-1-374-3640
E-mail: kemendy.tibor@mvh.gov.hu




