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|. INTRODUCTION

.1 PROGRAMME COMPLEMENT

The setting-up of the administrative capacities ttoe efficient management of the
Structural Funds and the establishment of suitaisitutional structures demand solid
expertise and thorough preparation. The most imaportregulations on the

organisational structure are Council Regulation 012899 laying down the general

provisions for Structural Funds as well as CommissRegulations 438/2001 and
448/2001 laying down the detailed rules for the lengentation of Council Regulation

1260/99 as regards the management and controlnsydta assistance granted under
the Structural Funds. Concerning Article 5 of EQ&ation 438/2001, the coordinator
is the National Development Agency, an organisatommwhich the ARDOP Managing

Authority has given all the necessary information.

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

The aim of the Program Complement is to justify skrategy 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 Rroghe Complement describes the
details of operation according to the prioritiesl aalated 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 la@dattachments. The 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 application procebe. Communication Plan contains all
procedures intended to inform the potential apptieand the general public. Chapter
three describes all measures open for applicatiba, terms and conditions for
application, the financial plan, the monitoring agxhluation indicators and all other
relevant information. Chapter four presents the luaton procedure for the
applications, it is followed by the ex-ante evaiolt Chapter six describes the IT
background, and in chapter seven the financialetalake presented in details. Some
detailed lists, analyses and explanations relatethé measures are presented in the
annex to the PC.



The approval and modification of the Programme Cempnt 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 DevelopmemtglRrmme was also elaborated
by the Ministry for the measures co-financed by BfGGF Guarantee Section. The
institutional background of the two programmes arplained in chapter 1.2, the
consistency between them in chapter I.6.



1.2 THE MANAGING AUTHORITY FOR ARDOP

|.2.1 GENERAL DESCRIPTION

The Managing Authority (MA) of the Agriculture arRiural Development Operational
Programme (ARDOP) was set up within the Ministry Africulture and Rural
Development (MARD). The Managing Authority bears divided and full
responsibility for the efficient and regular execntof the operational programme in
conformity with the national government policies, & way that it facilitates the
maximum utilisation of the development opportursitagen to the affected regions and
sectors. Council Regulation 1260/1999 defines aitithe 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 fording this data to the
Commission;

b) adjustment of the programme complement;

c) drawing up, and following the the approval of theortoring Committee,
submitting the annual implementation report to@menmission;

d) organising the mid-term assesment, in co-operatith the Commission and the
Member State,;

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

f) ensuring the correctness of operations financeeéiha assistance;

g) ensuring compliance with Community regulations rdogay the application of
Community rules on the award of public contractstiaes 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 informati@and publicity as provided for in
Commission Regulation 1159/2000;

1) 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), elaboratdse programme complement and
participates in the negotiations conducted with theropean Commission. The
Managing Authority will execute the assistance paogs in accordance with the
resolutions of the OP Monitoring Committee, theevaint legislation of the Community



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

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

coherence of the programme with the continuoushelbgping government policies.

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

1.2.2 THE MANAGING AUTHORITY IN HUNGARY

Managing Authority (ARDOP)

Ministry of Agriculture and Rural Development (FVM)
Department of Agriculture and Rural Development

Address: H-1860 Budapest Pf. 1.
Phone: +36-1-301-4584
Fax: +36-1-301-5949
E-mail: Agrar-videkfejlFO@fvm.gov.hu

Head of MA: Dr. Barnabas Forgacs, State Secretary for EUirsffa

Deputy Head of MA: Istvdn Bondor, Head of Department, Department of Agriculture
and Rural Development

The Secretariat of the Managing Authority is thep@ment of Agriculture and Rural
Development. This Department is responsible fofillinlg the above-mentioned tasks
of the Managing Authority.

Unlike to the other Managing Authorities, the ARD®Rnaging Authority (MA) has
not been integrated by 1 June 2006 into the Natibeaelopment Agency as set out in
the Government Decree Nr. 130/2006. (VI1.15.). THRD®OP Managing Authority is
still being led by the State Secretariat for EUaif$:

 The implementation of ARDOP — programme manageméngnce,
monitoring, MC secretariat — NRDP, NHRDSP as wslklze planning and
future implementation of the NHRDP, are delt withttee Department for
Rural Development responsible for tasks of the ARD®IA, which
facilitates the exchange of practical experienddeyad in the course of the
implementation of the programmes.

« For the sake of the efficient performance of theedified tasks of the
department and also for the performance of thestaskurring during the
2007-2013 programming period, the department wasugured in 2007.



Seven units were formed 2 of which (Finance and iMdang Unit, Unit for
Horizontal Issues) deal directly with the implenaian of the ARDOP

The above restructuring, among units dealing whie ARDOP implementation,
affected the Programme Management Unit, which wast ftransformed into
Communication and Coordination Unit, then in Sefien?008 it was merged with the
Unit for Horizontal Issues. This unit continues moanage the ARDOP and the
utilization of its TA framework, performing commuaition, newly arisen tasks and all
legal issus concerning the department.

The tasks of the Finance and Monitoring Unit wds® a&xtended with tasks arising in
the new programming period.

The tasks of the Unit for Horizontal Issues are agga with the following staff:

—1 head of unit (and deputy head of the department)
—1 controlling desk officer

-2 legal desk officers

—1 TA desk officer

—1 desk officer for the management of the NHRDP
—1 structural reorganization officer

The tasks of the ARDOP Finance and Monitoring @ng managed with the following
staff:

—1 head of unit

-3 financial desk officers

—3 monitoring and evaluation desk officers
—1 SMIS desk officers.

The deputy head of department is responsible fomtaiaing contatct with the
European Commission

The operational activities of the Managing Authpate the following:

* Conciliations with the Intermediate Body on changet the legal
background, easing of implementation and professidirectives. Beyond
changes in legal background proposals on simplifythe application
process were also done.

» Institutional guarantees, sound work-relationsfrutdions of the Head of
MA on implementation.

* Issuing position on certain applications.

e Monitoring activity and data provision, continuousformation on the
progress of the implementation of the applicatidasthe preparation of the
necessary decisions for the sake of efficient immgletation.



e Supervision of the Decision-preparatory Committddss principally meant
issuing legal or professional positions in the ca$eapplications still
concerned.

« Communiqués on opening or suspension of callsgpli@ations.

To execute the necessary tasks, the Head of theditan Authority may directly give
instruction to other departments involved in th@lementation of the Agricultural and
Rural Development Operational Programme. The naakst of these departments are:

- To propose modifications of the ARDOP measure ictvithey are competent.
The elaboration/modification of the measures of @perational Programme is
within the competence of the Managing Authority;

- Chairing the Project Selection Committees.

The relation of the Managing Authority and the tmediate Body, with special regards
to the delegated tasks is regulated by the follgwdocuments:

- Rules of procedure of the Ministry approved by Mhaister;

MARD Ministerial Decree 110/2004 (VI.21) on the elghted tasks (to IB),
which is based on Governmental Decree 1/2004 (Redple institutions for the
management of the European Union Structural aneé€§ioh 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 phesident of ARDA. The
memorandum was countersigned by the Minister forichdfure and Rural
Development.

Organigramme of the Department of Agriculture anoldRDevelopment

ISTVAN BONDOR
Head of Department
dr. Miklés Maécz
Deputy Head of
department
Unit for Agricultural Unit for Unit for Rural Unit for Horizontal Monitoring and Unit for
Competitiveness Environmental Development Issues Financial Unit Accreditation and
and Restructuring Management Audit
Mr. Balazs Téth Ms. Anna Makovényi | | Ms. Krisztina Bakti Ms. Ildik6 Satori Ms. Maria Szab6 Ms. Gabriella Halasz
Head of unit Head of unit g Head of unit Deputy Head of Head of unit Head of unit
department

a) Legal issues, public procurement and respect of r@anity policies: Dr. Judit
Fancsali, MARD Dept. of Agriculture and Rural Deyg@nent (Phone: + 36 1
3014608, E-mail: judit.fancsali@.fvm.gov. hu)
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b) Horizontal Issues and Communication: Ildikd6 Sat@ept. of Agriculture and
Rural Development (Phone: +36 1 3015924 E-mailkddatori@fvm.gov. hu)

c) State Aids: Dr. Endre $#6si, Dept of Agricultural Regulations (Phone:+36 1
3014094, E-mail: endre.szoll@ivm.gov. hy. The Managing Authority is the
main responsible in state aide issues in the ARDIDIB. MA executes its tasks
in coordination with the department responsible tha@ given issue within the
MARD.

1.2.3 MONITORING

Aspects of monitoring:

« The communicated information should be brief arécl

« For the sake of correctness and transparency, iformrdata processing system,
the Single Monitoring and Information System (SMISYill be used;
furthermore, data should be entered into the systeime place of its origin.

A condition of access to support is that the bemaly supplies data, on the basis of
which the impacts of the measure can be assessedcdll for application of each
measure contains the list of data required fromajy@icants. All data which could be
necessary for monitoring the financial and physigathke as well as for assessing the
impact of the measures are asked for on the apiplicéorms for support. Particular
attention will be paid to the horizontal schemeg.(gender issues, environment) and to
priority groups. Concerning equal opportunitiesiopty is given to women, roma
people, disabled people or young farmers and thesey in less favoured areas (or
micro-regions). The preferences given to theseripyiggroups are defined in each
measure of the ARDOP PC.

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

The bodies patrticipating in the implementation dRIBOP continuously collect data
supplied by the applicants and, on a regular bast 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 ewoicoand social impacts of the
ARDOP, is the responsibility of the Managing AutityarThese tasks will be carried out
by the Agricultural and Rural Development AgencyR(®A) and by the competent
units (responsible for the measures and sub-measlirARDOP) of the Ministry in
cooperation with the Managing Authority.

Monitoring Committee

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

http://www.europa.eu.int/comm/agriculture/rur/egaitie_en.pdf
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The Monitoring Committee is the main co-ordinatangd decision-making body of the
Operational Programme. In accordance with Counagufation 1260/1999 the
Monitoring Committee is responsible for the quakiyd efficiency of the programme
implementation. Accordingly, the Monitoring Comre#t has the following
responsibilities and tasks:

a) draws up its own Rules of Procedures and liaisés thve Managing Authority;

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

c) within six months from the approval of the assisggnthe Monitoring Commitee
considers and approves the criteria for selectiegaperations financed under each
measure;

d) examines the results of the Programme, particuthiyachievement of the targets
set for the different measures and for the utilcraof the resources;

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

f) it considers and approves any proposals takeordiog to Rules of Procedures of
the MC regarding the amendment of the content ef MC decision concerning
Structural Funds contribution;

g) in any event it may propose to the Managing Atth@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 — Head of the Managing Authority (StaterS&ry)
2. Vice Chairman— Head of Department, Department fgnriculture and Rural
Development, (MARD)

Ministry of Agriculture and Rural Development(MARD)

Department for Agriculture and Rural Developmerpigty head of department)
Department for Agriculture and Rural Developmentdl development)
Department for Agriculture and Rural Developmerdi(tings and education)
Department of Institutions Audit and Asset Manageimg/oung farmers)
Department for the Technical Administration of Agtiture

Department of Food Chain Development

10 Department of Food Chain Control

11.Department of Natural Resources

©CoOoNOO kW

12.Other partners:

13.College of Agricultural Deans and Directors

14. Agricultural Employers’ Association

15. Southern Great Plain Regional Development Council
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16. Southern Transdanubia Regional Development Council

17.Hungarian Federation of Foodworkers’ Trade Union

18. Federation of Hungarian Food Industries

19.Northern Great Plain Regional Development Council

20.Northern Hungarian Regional Development Council

21.Hungarian Association of Young Farmers

22.Hungarian Fish Farmers’ Association

23.Joint delegate of Seven National Associations afdlgovernments

24.Delegate of the National Meeting of Environment &teture Protection Civil
Organisations

25. Ministry for Environment and Water Affairs

26.Central Transdanubia Regional Development Council

27.Central Hungarian Regional Development Council

28.Hungarian Agricultural Chamber

29.Hungarian National Farmer’'s and Co-operatives’ Aggmn

30.Hungarian Chamber of Commerce and Industry

31.Hungarian Farmers’ Association

32.Hungarian Federation of Agricultural, Forestry avater Supply Workers

33. Agricultural and Rural Development Agency

34.National Federation of Agricultural Cooperators &rdducers

35. National Development Agency

36. Council of Social Equality of Women and Men

37.Western Transdanubia Regional Development Council

38. Ministry of Education and Culture

39. National Interest Reconciliation Council - Emplog/e8ide

40. National Interest Reconciliation Council - Emplog&ade

41.National Council of Issues Related to Handicappexdéhs

42. Ministry of Local Government

43.Council of Roma Integration

44. Ministry of Social Affairs and Labour

45. Joint representative of the Rural Parliament aed\tational Association of
Village Tourism

46.National Directorate of Environment-, Nature Prditat and Water Issues

The following members will participate in an advisey capacity:

» Agricultural Research and Informatics Institute

e Representatives of the European Commission

» Control Unit, MARD

e Department of Management and Human Resources, MARD

* Government Control Office

e Ministry of Finance

* Hungarian Non-profit Company for Regional Developiand Town Planning
(VATI), Department of Rural Development

Representatives of the Managing Authorities of ofhperational Programmes of the
CSF for Hungary may attend the meetings of the koimg Committee if appropriate.
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Secretariat of the Monitoring Committee

a)

f)

0)

h)

The Managing Authority of the ARDOP fulfils the setarial tasks of the ARDOP
Monitoring Committee.

b) The Secretariat promotes equal opportunities (gemadainstream) between
women and men during the set up and functionirntp@MC.

The necessary documents for the meetings of the QIRMC are prepared by the
Secretariat. The Intermediate Body (Agriculturatl @ural Development Agency)

provides data on the administrative, financial arafessional processes in order to
fulfil the necessary documents and indicator tables

d) A record of each meeting shall be drawn up by ther&ariat. The draft minutes
must be provided to the MC members within 10 wagkitays with a deadline
for comments or confirmation within 15 working day®om the date of
transmission of those documents. The minutes opthgious meeting will be
approved at the next meeting of the Committee.

e) The Secretariat of the MC ensures that there iguate information (number of
the members, Rules of Procedure, minutes of theingsg about the work of
the MC e.g. on the website of MARD. As far as polesithe Secretariat
continuously provides information to the media abine state of the different
support schemes. It is the President’s responsibdi liaise with the press. The
Secretariat of the MC prepares quarterly newskettethe members of the MC.

The Secretariat of the ARDOP MC is responsiblepimviding information to the
members of the MC about the the state of the imefeation of the programme. .

The Secretariat of the ARDOP MC is obliged to réporthe Managing Authority
of the Community Support Framework and to the Ggri¢tonitoring Committee.
The reports are prepared on the basis of monitonigrmation sent by the
Intermediate Body.

An important responsibility of the Managing Authgris to provide information to
the organizations and the management of the Myniatbout the state of the
implementation of the programme and the difficglttbat may have arisen during
the implementation.

i) Letters and documentation sent via e-mail or fag qualified as official
correspondence between the Secretariat of the MiCGsast via post.

The Rules of Procedures of the ARDOP MC disposeth®fwork schedule and the
decision-making process of ARDOP MC.

14



.24 FINANCIAL MANAGEMENT AND CONTROL ARRANGEMENTS

Responsibility of the OP Managing Authority:

The primary responsibility of the Managing Authgns to ensure correct management
and implementation in the case of operations pewor in the framework of the
Operational Programme and financed under the $taidfunds (Article 34.1).

The tasks and responsibilities of the Managing Adthh are clearly defined in
Government Decree 233/2003. (XII.16.) on the finahonplementation, accounting,
control and audit of the Structural Funds and tbad&Sion Fund.

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

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

a. preparing and verifying the statements of expenelitalated 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 scop#s responsibility, on
the central budgetary chapter-managed budget apatiop utilization
account (used for the Hungarian central budgetritmriion);

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

d. submitting irregularity reports to the Paying Autitya

Bank accounts

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

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

2. Chapter operated budget appropriation utilizatiocoants opened by the fund
holder — the National Development Agency — by ofi@nal programmes for
central budget contribution.

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

Financial control

The OP Managing Authority will pursue control inder to achieve reliable financial
management. It will ensure that ARDA and the fibaheficiaries are appropriately
informed about their responsibilities related toaficial management. It will
furthermore ensure that Community rules are entbrée public procurement
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procedures. The MARD will perform on the spot colgrto investigate the source
documentation that supports requests for paymedttanensure that an operation
retains the contribution from the Funds only if tbperation does not undergo a
substantial modification (article 30(4) of EC re2pD/99).

Verification of operations

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

Within the framework of the management and cordysitems, the Intermediate Body
will elaborate and operate detailed procedurestdwthe delivery of the co-financed

products and services, and the reality of experalittiaimed, as well as to ensure
compliance with the terms of the relevant Commissiecision, with the applicable

national and Community rules in particular, as veallthe eligibility of expenditure for

the relevant support, public procurement, state @idtection of the environment and
equal opportunity Certification of the expenditataimed can only be approved after
first-level control is carried out. Procedures ddwits were elaborated to meet the
requirements regulated by Article 4 of Commissia@g&ation 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, the independent internal audit unit (InterAabit Unit) of the Ministry shall
perform the tasks related to the internal audikdad the ARDOP. The unit is directly
subordinated to the minister in order to ensuréuitstional independence.

In order to perform 5% checks and system auditstemdering and financial
managements systems of the Managing Authority, Mm@istry (MARD), which is

responsible for operating the Managing Authorityd ahe Intermediate Body shall
establish an internal audit unit, which is functtiy separated from the Managing
Authority and Intermediate Body in order to enstlne performance of the above tasks.

System audit

Beside the 5% checks, the functionally independ®etnal audit unit of the Ministry
operating the ARDOP Managing Authority shall authe tendering and financial
management system operated by the Managing Awhdritus, the system audit is
performed by the Unit for the Audit of Communityurkdls. Besides this, the
Government Control Office and the internal auditt wi the National Development
Agency operating the Community Support Frameworkndpng Authority shall

perform system audits. The Paying Authority shadliathe entire system with regard to
financial management in order to appropriatelyifyepayments.
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Bodies performing sample checks on operations (5é6ks)

The Government Control Office and the functionatigependent internal audit unit of
the Ministry operating the ARDOP Managing Authoritfythe Structural Funds and the
Intermediate Body (Internal Audit Department) stafry out checks — in compliance
with Article 10 of Commission Regulation 438/200idahe methodological guidelines
published by the Ministry of Finance — to the extehat least 5% of the maximum
amount of the expenses to be supported by thet8tal¢unds.

Within the Ministry of Finance (MoF), the Centralatinonisation Unit (CHU) for
Public Internal Financial Control (CHU) is respdnisifor the development, regulation,
co-ordination and harmonisation of financial mamaget and control, as well as and
the internal audit systems relating to the erRuélic Internal Financial Control system
with regards to national and international funagluding the development of control
and audit methodologies and the establishmentagfitg systems. In order to perform
the above-mentioned tasks, the CHU has establigineldoperates the Consultative
Inter-ministerial Committee for Public Internal Bimcial Control.

Declaration of winding-up

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

.25 MONITORING THE CAPACITIES

An important responsability of the Managing Autlyns to monitor capacities. For
details on this acivity see attachment VIII.2.
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1.3 THE PAYING AUTHORITY

The Government has appointed the Ministry of Fieaas the Paying Authority for the
Structural Funds and the Cohesion Fund. The Papiatority is responsible for

drawing up and submitting payment applications sujgal by certified statements of
expenditures to the Commission and for receivingrgnts from the Commission.

The account keeper for all community and publictebation accounts related to the
Structural Funds and the Cohesion Fund is the Hiang&tate Treasury. The Treasury
manages the HUF (bank) accounts — for communitytribanion - per operation
programmes, which is divided into financing Fungemed by the Paying Authority.
The chapter operated budget appropriation utibraticcounts — for central budget
contribution — is opened by the fund holder — thienB Minister Office by operational
programmes, and the HUF disposal accounts by messsiopened by the Managing
Authority, from which the beneficiaries receive @sistance from the Funds as well as
the national contribution.

The PA shall ascertain, that the administrativepaating, payment and internal control
arrangements of the Managing Authority are in coamgle 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 arttbmed) 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 ascertain, that the deling 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 managenaamt control systems,
6. compliance with the applicable rules,

7. the verification of expenditure.

Tasks of the Paying Authority

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

(b) Transfers the contribution from the Funds — on MHasis of the statement
complied by the OP Managing Authority - to the deapmanaged budget
appropriation utilization account, against which deduction, retention or
further specific charge shall be made;

(c) Certifies, the accuracy of the statement of expgenel, and that the data and
results deriving from the accounting system arepeupd with verifiable
documents with respect to management and contockpures, with supporting
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information provided by the Managing Authority ¢inding reports on system
audits and 5% checks), and where appropriate @m®itary checks
conducted by the PA.

(d) Draws up and submits the certified payment apptinatiocumentations 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) Sums up and submits yearly - not later than 301Apio the Commission the
expenditure forecasts for the current and followyear on the basis of the
forecasts compiled by the Managing Authorities;

() Recovers sums due to the Funds re-paid (re-traedleby the Managing
Authorities and the application of financial cotiens where they arise, as a
result of the discovery of administrative errorsfrom events arising from the
management of the programme or from the occurrehreegularities;

(g) Sums up and submits yearly to the Commission @&ttt of the amounts
awaiting recovery at that date, classified by tearyof initiation of the recovery
proceedings.

(h) The Paying Authority keeps accounting records byasuees, priorities and
funds based on its own bookkeeping as well as enatitounting information
system of the Managing Authority or the IntermegliBbdy, containing not only
the contribution of the Structural Funds, but dls® 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 theoioes, and verifies the
eligibility of expenditure claimed. Based on therified invoices the
Intermediate Body authorises the payment and agtgedhe supported invoices
with eligible expenditure and sends the requestaud fto the Managing
Authority, which ensures in advance that the tptablic contribution from the
chapter operated budgetary appropriation utilizagiocount is transferred to the
disposal account of the corresponding measure.dBasehe transfer order of
the Intermediate Body the Treasury shall execuyeneat to the Beneficiary.

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

d) After the Intermediate Body has disbursed the tatabunt of the assistance to
the Beneficiary from the central budget , the Mangd\uthority settles the total
amount of the pre-financed assistance posteri@yg 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 theuaté chapter operated budgetary
appropriation utilization account.

.4 THE INTERMEDIATE BODY

The implementation of the operational programmbaisically the responsibility of the
Managing Authority, however, it delegates a numbértasks associated with the
implementation to the different intermediate bodedsng part in the implementation of
the Progarmme. Hence, the Intermediate Body isoresple for the execution of the
measures of the Operational Programme as setifotiie Programme Complement.

In the case of the ARDOP, the Intermediate Bodythis Agricultural and Rural
Development Agency (ARDA).

According to Government Decree No. 81/2003 (VI.7ARDA 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 finangalurces received from the
SAPARD and later from the EAGGF Guarantee and Guid&ections, as well as the
FIFG.

The information system established by the Managutiority for Community Support
Framework is the basic tool for information flowtramly between the ARDA and the
MARD (IB and ARDOP MA) but also between the ARDORANNd the CSF MA. .

The ARDA performing delegated tasks shall also tgat in the financial
implementation of the assistance provided in tlaengwork of applications related to
operational programme, and shall carry out alffitm@ncial and accounting tasks related
to ARDOP. The ARDA uses the common accounting systeeated for managing
financial data for the implementation of the Comity8upport Framework, in order to
fulfil the obligation of book-keeping, reporting éndata provision for reporting
purposes to the European Commission. The detaitdof tasks is regulated in
Government Decree No. 360/2004. (XIl.26.) on thaeaificial implementation,
accounting, control and audit of the Structural dgiand the Cohesion Fund.

The division of tasks of the Managing Authority ahé Intermediate Body is regulated
by the cooperation agreement concluded betweertwbebodies (18 July 2004).
According to the agreement the Managing Authorily @nsure that:

» the tasks relating to the operation (managementnitoring and financial
implementation of the programme are clearly defjrtéeé responsible persons
are unambiguously named, and the functions areatepa

» the Intermediate Body supplies regular informatiorthe Managing Authority
on the performance of their tasks, and the meadsratruments employed, on
the financial and control procedures and the rdlateernal regulations;

» the Intermediate Body supplies appropriate inforomato and as specified by
the Managing Authority in order to monitoring thaancial, physical and
procedural indicators;
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» the Intermediate Body informs the Managing Authowithout delay about any
irregularities, which could result in the reductionwithdrawal of Community
contribution;

» without delay the Intermediate Body sends all tifermation to the Managing
Authority on civil, criminal or public administratn procedures, which could
affect the execution of the programme and the #iets/falling in the scope of
responsibilities of the Managing Authority;

» data and information required for carrying out thiel-term evaluation are sent
to the independent evaluators

er

—
Fﬁ

County Offices General ad- | Legal Unit for On-the-spot | Total
ministration | department | Rural Control
Developmen| Unit

t

Borsod-Abauj-Zemplén 1 4 8 5 18
County Office

Csongrad County Office 1 2 4 3 10

Budapest&Pest County 2 2 1 5
Office

Somogy County Office 3 2 5

Szabolcs-Szatmar-Bereg 3 11 9 23
County Office

Veszprém County Office 1 5 3 9

Zala County Office 2 2 5 3 12

Total 4 14 38 26 82

Central Office

SAPARD, ARDOP and 2
Monitoring Unit

Authorization of Payment 2
Unit

Unit for Processing 1
Industry and Fishing
Investments

Directorate for Rural 5
Development Support
Measures (Total)

Payments Unit, EAFRD 5

Accounting Unit, EAFRD 2

Securities and Debt 1
Management Unit

Financial Directorate 8

Central Physical Control 3
Department

Legal Department 1

Legal Remedy Department 1
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Directorate for County 21
Offices Directorate

TOTAL 103

Communication flow and system of reporting in tHRIP and between the ARDA and
the Managing Authority

The cooperation between the ARDA and the ARDOP Blfegulated by 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 @éimel ARDA concerning the tasks listed
in the agreement.

The head of the MA coordinates the tasks with tfesident of the ARDA by means of
correspondence and gives orders which are to keafded for further actions to the
deputy president of ARDA and/or to the directompassible for rural development .

The head of the MA holds a meeting every week, wlibe director of the ARDA
responsible for rural development, the heads ofcttrdral departments/units and the
competent head of departments/units of the MARD present. Those present
coordinate the tasks and make decisions whichlsoe@coded in the minutes.

Regarding the units which deal with the ARDOP &t ARDA,, the Vice President for
General issues is in charge of heectorate of Financeand the Directorate for Rural
Development Support Measures. The Vice President éharge of th&€€ounty Offices
Directorateand the Central Physical Contidépartment

Within the competence of the Financial Directomaie the:
« EAFRD Payments Unit, where payments are handledrend
« EAFRD Accounting Unit, which is in charge of accting.

Within the competence of the Central Physical Caridepartment is the:
* Rural Development Physical Control Unit, where dw tspot controls are
supervised, as well as it conducts supervisoryrobnt

The County Offices fall within the competence o€ t@ounty Offices Directorate,
where the:
» Application Processing Unit deals with the managama the applications,
however their application processing tasks ceaséday 2008.
* The Account Processing Univhich conducted thenanagement of accounts
and the financial authorisation has been transfdrmi® the Rural Development
Unit according to the Organizational Manual in fardhis unit is responsible
for the after-care and monitoring of applications.
* On-the-spot Control Unit, which is in charge of threthe spot controls and
 The Unit for Legal Issues which carries out tasksregards the irregularity
procedures of the ARDOP applications
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The units in charge of the implementation of theDXBP within the Directorate of
Rural Development:

 Food Industry Application Processing Unit which haealt with the
management of the applications submitted to measuBeand 2.1, According to
the new Organizational Manual issued on 1 March62®e tasks of the unit
were taken over by the Central Application Handlldgit until the financial
resources for the measures “food industry” andhéry” were available in the
programming period of 2004-2006. Once the finanecedources has been
depleted, in October 2007 the after care of thdiegipns were taken over by
the the SAPARD, ARDOP ad Monitoring Unit.

* Decision Preparation Unit, which was in charge &t tsubmission of
applications, compiled by the County Offices, tee tBecision Preparation
Committee. In March 2006 the tasks of the unit waken over by the Central
Application Handling Unit until the financial resmes for the measure were
available in the programming period of 2004-2006.

e Leader+ Unit, dealing with the processing and sgbiman of the LEADER+
applications to the Decision Preparation Commitéew] with the elaboration of
the rules of procedures and the LEADER Operatiomh In October 2007
the tasks of the unit were taken over by the UhRuaral Development.

» Coordination and Monitoring Unit of Rural Developmiewhich elaborates the
calls for applications, the rules of procedureg KRDOP Operation Manual
and prepares the monitoring reports and perforrasotberation of the Single
Monitoring and Information System (SMIS). Accorditg the Organizational
Manual in force, in October 2007 the unit was tfarmed into the SAPARD,
ARDOP and Monitoring Unit.

e Authorization of Payment Unit, performing all th@sks related to the
management of accounts and financial authorisatbmcerning the ARDOP and
the Technical Assistance measure of the NationablRDevelopment Plan.
Furthermore it supervises the claim processingedlto the ARDOP. The unit
is also in charge of the management of financidh@isation related to the
SAPARD measures.

The units listed above are also responsible fonmtheagement and development of the
relevant chapters of the ARDOP Operation Manual.

Regarding the applications for the ARDOP, the Doeof Rural Development has the
right to give orders to the county offices.

All the other units get instructions from the congre director at the written request of
the Director of Rural Development. The coordinateomd communication within the

ARDA is provided by regular meetings held for theredtors and head of

departments/units and also by daily correspondence.

Agriculture and Rural Development Agency

Address: H-1099 Soroksari ut 22-24.
Phone: +36-1-3743-603, 1/3743-604

Fax: +36-1-374-3645
Head: Miklés Margittai, Phone: +36-1-219-45-92, 45-93
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E-mail; margittai.miklos@mvh.gov.hu

Vice president for general issues : Gyula Dancs
Phone: +36-1-219-4543
Fax: + 36-1-219-4578
E-mail:dancs.gyula@mvh.gov.hu
Vice President: Tamas Bori

Tel: +36-1-577-1274

E-mail: bori.tamas@mvh.gov.hu

Director for Rural Development: Laszl6 Vulcz
Phone: +36-1-374-3609
Fax : +36-1-374 -3630
E-mail: vulcdaszlo@mvh.gov.hu

=l
(=
(==

Annex 1 of the Organisational and Operational Manual
December, 2007

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

6723 Szeged, Rémai krt. 21.

Tel.: 62/814-900

Fax: 62/814-901

Borsod-Abauj-Zemplén megyei kirendeltség(Competent for Northern Hungarian
Region, counties: Borsod-Abauj-Zemplén, NOgrad égds):
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3530 Miskolc, Mindszent tér 1.
Tel.: 46/814-900
Fax: 46/814-901

Somogy megyei kirendeltseg[Competent for Southern-Transdanubian Region,
counties: Somogy, Tolna és Baranya):

7400 Kaposvar, Pétfi tér 1-3.

Tel.: 82/814-900, 82/814-920

Fax: 82/814-901, 82/814-921

Szabolcs-Szatmar-Bereg megyei kirendeltsgfCompetent for Northern-Great Plain
Region, counties: Szabolcs-Szatmar-Bereg, JasgiagSzolnok és Hajdu-Bihar):
4400 Nyiregyhaza, 0k tere 9.

Tel.: 42/814-900, 42/814-906

Fax: 42/814-901

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

8200 Veszprém, Levendula u.1.

Tel.: 88/814-900, 88/814-920

Fax: 88/814-901, 88/814-921

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

8900 Zalaegerszeg, Kis u. 1.

Tel.: 92/814-900

Fax: 92/814-901

Févarosi és Pest megyei kirendeltsegCompetent for Central-Hungarian Region,
Budapest and Pest county):

1054 Budapest, Alkotmany u. 29.

Tel.: 1/814-8900, 1/814-8962

Fax: 1/814-8901

1.5 THE FINAL BENEFICIARIES

According to Article 9 of Council Regulation 126049 final beneficiaries are the
bodies and public or private firms responsibledommissioning operations. In the case
of aid schemes pursuant to Article 87 of the Treaty in the case of aid granted by
bodies designated by the Member States, the fieaéficiaries are the bodies which
grant the aid.
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1.6 CONSISTENCY WITH THE RURAL DEVELOPMENT
PLAN

NRDP and ARDOP

Based on the priorities defined in the National &udevelopment Plan, both
programmes concentrate on the objectives of adgui@land rural development in
Hungary. Thesgeneral objectivesare:

* improving the competitiveness of agricultural protion and food processing;

* promoting multipurpose, environmentally sustainabtgicultural production,

improve employment and income possibilities;

* promoting the realignment of rural areas.

These general objectives are broken down intodhewing specific objectives:

Objectives

General Specific

Improving the Modernisation of agricultural production
competitiveness of

agricultural productio
and food processing [Modernisation of food processing

Improving the human conditions of production

Establishment of a production structure in linehwitbitat features,

SO T environmentally aware farming and sustainable leaps use

development of
agriculture, Improvement of environmental condition
rationalisation of land
use

Increasing afforestation, strengthening econonaiciad and welfare role of
forests

Extension and improvement of income opportunits&gngthening rural
employment, establishing new alternatives for agfure in compliance with thg
requirements of environmental protection

Improving income
earning possibilities
and safeguarding
employment in rural Improved economic viability and production efficigmnof farms
areas

1%

Improved market position of producers

Promoting the
realignment of rural |[Improvement rural economic potential, improvemergraployment
areas

NRDP
ARDOP

The consistency between the two programmes (ARDBPM is based on three main
points:

- The measures of both programmes are defined inrdacoe with the EU
regulations and with the agriculture and rural degweent principles of the
Ministry. During the elaboration of the plans, adioation was continous
between the ARDOP Managing Authority and the Ubiegartment of Rural
Development) responsible for the NRDP
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- In the managing Phase, coordination is ensuredhby ARDOP Managing
Authority, in which an NRDP Managing Unit was atset up.

- A Rural Development Committee was set up withinkh&RD by the Minister
in order to harmonize the implementation of the AB®and the NRDP.

Consistency is also ensured during the evaluati@se. For some ARDOP measures,
extra points are given to beneficiaries, if thaytigipate in the NRDP as well.

Institutional consistency

Competent Authority for the NRDP

Financial resources for the measures of the NdtiBoeal Development Plan shall be
provided by the Guarantee Section of the Europeamictural Guidance and
Guarantee Fund. Pursuant to Article 1 of Governnizetree 81/2003 (VI. 7.), the
Competent Authority of the EAGGF Guarantee Secisothe Minister of Agriculture
and Rural Development. According to the organisatiochanges, the tasks of the
Competent Authority are performed by the Unit farcfeditation and Audit established
within the Department of Agriculture and Rural Dieyanent.

The programme-level management tasks of the NRRP Isé performed by a separate
unit in the MARD that shall be independent from empetent Authority. This unit
was established in the Department of Managing Aitth@and operated as a separate
unit until 10 December 2007. This way the co-ortedgorogramme-management of the
two programmes was better solved and all the espeeis gained from the
implementation of SAPARD programme is to be utdis@he Department of the
Magaing Authority is responsible for the implemdiaia of the ARDOP as the
Managing Authority..

Contact details:
Ministry of Agriculture and Rural Development

Department of Agriculture and Rural Development
Responsible: Mr. Istvan Bondor

H-1860 Budapest P.O. Box 1.

Telephone: +36-1-301-4657

Fax: +36-1-301 -5949

e-mail: istvan.bond@fvm.gov. hu

As for the ARDOP, a Management Committee and a tetamy Committee are
established for the NRDP.
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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 @Guossion by the end of 2003.
The implementing procedures for the support measamd the programme itself, which
are described in this document, pay proper atteniothe recommendations of this
evaluation report (with regard, for instance, te gelection criteria and the scoring
systems, the economic viability, the implementingcedures.

The SAPARD- as a pre-accession programme - sersedl laarning programme not
only for those on the institutional side, but foetapplicants too. The knowledge of
European procedures and requirements, rural pspjebe practice of writing and

evaluating applications has been widely spreadndufie last years of the SAPARD.
These experiences are extremely worthy and negessahave in the future for

Hungarian officials and entrepreneurs. SAPARD waseful instrument to improve the
level of private consulting services, too, whichllwesults in well-based consulting
services available for applicants during the impatation of future development
programmes. The Programme had a positive effeatadional level decision-makers

and executives by providing them with the practéepartnership co-operations and
harmonised activities.

All these experiences will be used in the impleragah of the ARDOP.
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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 assistdérwa the Structural Funds carried
out (according to Commission Regulation 1159/2080)he Managing Authority of the
Agriculture and Rural Development Operational Pangme (ARDOP MA) between
2004-2006.

Pursuant to Commission Regulation 1260/1999 theadiang Authority is responsible

for carrying out information and publicity active8 according to the regulations
concerning the Structural Funds (in the case of phesent plan the European
Agricultural Guidance and Guarantee Fund — EAGGdFthe Financial Instrument for

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

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

1.2 OBJECTIVES

I1.2.1 GENERAL OBJECTIVES

General objectives of the communication activitytted ARDOP Managing Authority
are as follow:

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

* Increasing public awareness and transparency thrdbg Structural Funds
regarding the European Union and its assistarioatess.

* Presentation of the ARDOP objectives, measuresrasdlts achieved during
their implementation.
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11.2.2 SPECIFIC OBJECTIVES

Specific objectives of the communication activifyARDOP Managing Authority are
the following:

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

To raise awareness of equal opportunities and emviental protection.

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

To inform the general public, farmers and peoplag in rural areas about the
role of the European Union played in cooperatiothwiungary in the assistance
concerned, as welll as the achievement of itdtsesu

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

1.3 TARGET GROUPS

1.3.1 GENERAL TARGET GROUP

The general target group - which is the whole pafporh, the general public - needs to
be informed about the role of the European Uniod ahout the basic information
related to the assistance made available to Hun@amy the Structural Funds,
especially from EAGGF Guidance Section and FIFGwa#l as the importance of
assistance.

|1.3.2 SPECIFIC TARGET GROUP

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

potential applicants, farmers, and people livingural areas,
professional interest representation and non-gorental 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 implemented projects,

banks, consultancy companies and consultants.

In the course of communication, the ARDOP MA putstaof emphasis on taking into
account and raising awareness of equal opportaniaed of the aspects of
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environmental protection, changing a method of epghn to equal opportunities and
decreasing preconceptions and stereotypes. Iniaddite ARDOP MA puts emphasis
how the above mentioned target groups can bemefit the ARDOP as well.

1.4 KEY MESSAGES

Key messages of the communication strategy of ARIM2Pare the following:

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

Stressing the role of the ARDOP, presentation ®fpiiorities, objectives and
measures, dissemination of information relatedpjalieations among the widest
possible group of potential applicants;

In the European Union great emphasis is given ¢ontblfare of those living in
rural areas, to the improvement of the culturaltestaf rural areas, the
preservation of the image of villages and the cdmipeness of the agricultural
sector;

The European Union and the Hungarian budgets interndintly promote that
development of rural areas should not only meanpaupto agricultural
production, but also rural development;

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

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

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

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

Introduction and description of changes of theadgtiire support system;

With regard to fisheries, the restructuring of theious parts of the fisheries
sector, and particularly of aquaculture is the @pal aim. This restructuring is
targeted at a variety of objectives, such as -intda- increasing
competitiveness, improving the quality of produeith particular consideration
to the environmental aspects..
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1.5 CONTENTS OF COMMUNICATION

I1.5.1 BASIC PRINCIPLES OF COMMUNICATION

[1.5.1.1 Uniform communication, cooperation with the CSF Maraging Authority

In order that the CSF Managing Authority could aboate the information activity of
the individual Operational Programmes and the C&§& well as promote the uniform
and consistent appearance of the information ardligity material it created the
following tools:

» Operating a workgroup called Information and Putylidask Force, to which
every Operational Programme Managing Authority gales one person with
full sphere of authority. A Communication desk offi has been delegated to
the Information and Publicity Task Force from thR[BOP 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 an uniform and consistent appear of information activities and
information and publicity materials with the CSFlasther OPs, the ARDOP Managing
Authority takes the following steps:

* It takes an active part in the work of the Inforroatand Publicity Task Force
established by the CSF Managing Authority (to whietery Operational
Programme Managing Authority delegates one persgh Wwll sphere of
authority). ARDOP MA has delegated the MA commutiaraofficer.

» It contributes to the development of the Intrarniet sreated by the CSF MA and
to the uploading of materials.

11.5.1.2 Coordination

ARDOP MA has created a communication working grotpe members of the working
group are delegates of the Communication Unit, Redartment of Social Relations of
the Ministry of Agriculture and Rural Developmeafid a delegate from the ARDA.
The task force is responsible for contributinghe tompilation and implementation of
the communication action plan, coordination of sasknd evaluation of completed
activities.

[1.5.1.3 Other principles

ARDOP MA conducts its communication activities,teat potential beneficiaries could
have equal access to the means and information comating ARDOP, and it also
ensures transparency in the following ways:

* publication of the content of the support packageiristance in the following
national daily papers: Népszabadsag, Magyar NerBzefyad Fo6ld, agricultural
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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 concernediculation of these
documents and their availability to interested mayits,

* compilation of reports on the support process duthee whole programming
period,

* making beneficiaries and the public aware of the af the European Union
throughout the whole implementation of the progranm

* publication of the availability of national, regia and 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, the ARDOP Managing Authorityroounicates with the whole
public, the entire population. The programme laugblves general information about
the ARDOP, its priorittes and measures. With regdal programme level
communication, the most important tasks includediganisation of meetings with the
media and other technical experts, compilation r@icbures, and the use of Internet
opportunities. In addition, the Intermediate Bodaesl county offices can also perform
local (regional, county) communication activitiesagreement with the MA, taking into
account the local features. This communicationaalyeexceeds the general, so-called
programme level, it is more detailed, with the aifvattracting the attention of potential
local applicants, and providing accurate detailg@rmation about the measures and
sub-measures of the ARDOP to all those who aredsted in the Programme.

Joint Decree No 14/2004 (VIII.13) 68 contains irtaiethe tasks of information and
publicity of Structural Funds for the MA and to tiieermediate Body.

The communication action plan coordinates the digs/of the two levels. Contact can
be maintained through a responsible member ofritegrhediate Body, who cooperates
with the communication officer of the ARDOP MA. Ate ARDA, a Unit reporting
directly to the President of the ARDA is responsifdr activities in relation with press
and communication (Unit for Press and Communicatibe head of the unit is:

Mr. Lajos Soproni Horvath

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

Telephone: + 36 1 2198-963

2 Joint Decree No 14/2004 (VII1.13) by the Ministfithout Portfolio, the Ministry of Economy and
Transport, the Ministry of Employment and Welfaitee Ministry of Agriculture and Rural Development
and the Ministry of Finance on the general ruleprfcedure applicable to the utilisation of Struatu
Funds and the Cohesion Fund.
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The share of tasks between the Managing Authoritythe Intermediary Body, as well
as the communication activities are regulated k& Ntemorandum of Understanding
signed on 15 June 2004.

Ministerial Decree of VI.21. N0.110/2004. (on thelebated tasks of the ARDA as
intermediary body involved in the implementation thie ARDOP) 18 article 2e)
assesses the participation of the IB within the momication tasks: “ in close
cooperation with the ARDOP MA - in order to reacidescale publicity — ensure
regular information to the public, operation of tmmser service system and webpage
related to the provision of information”.

According to the above mentioned Memorandum of Wstdeding signed on 15 June
2004 and the Ministerial Decree N0.110/2004 of Vl.the tasks and responsibilities of
the ARDA are as follow:

- manage the operation of customer call-service Byste

- preparing and editing information booklets, broawsyr

- creating, maintaining and updating the official wabe (www.mvh.gov.hu)
related to applications - general information, &@tlons, publications, data of
implementation - ;

- participating in agricultural fairs and exhibitigngorkshops,

- maintaining personal customer service system aARI2A offices.

Personal customer service

Opening hours:

Regional Agencies Central Office

(Budapest)
Monday 9.00-12.00 and 13.00-16.00 |Monday 9.00-12.00 and 13.00-16.00
Tuesday 9.00-12.00 and 13.00-16.00 |Tuesday 9.00-12.00 and és 13.00-16.00
Wednesday 9.00-12.00 Wednesday 9.00-12.00
Thursday 9.00-12.00 and 13.00-16.00 |Thursday 9.00-12.00 and 13.00-16.00
Friday 9.00-12.00 Friday 9.00-12.00
Saturday Closed Saturday Closed
Sunday Closed Sunday Closed

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

11.6 COMMUNICATION ACTION PLAN

In the previous section, the ARDOP communicatiotivdies have been divided into
two levels. The implementation of the Communicatielan consists of the following
phases. The communication actions of individuaklewneed to be developed for these
phases. The programme and measure level commumcdgps are closely related, and
complement each other; therefore, the individualoas 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 targebups to application
opportunities. Fully comprehensive information reéal be provided about key issues
relating to the programme. Conditions that applisamust meet regarding the
development, eligibility for support, amount of gotial support, eligibility set out in
the application packages, , the time after whicpliegtions can be submitted, and
further information must be made available to agapits.

Full communication phase

This is the most intensive communication phaseorder to receive high quality
applications, applicants need to be thoroughly gmeg how to develop applications,
and applicants need to be provided regular cortguitaand personal advice. With
regard to the preparation of applications , tagyethted and effective information is
important, the application management steps anditons must be communicated to
the public as of paramount importance. Speciahéitin needs to be paid to the criteria
of granting support, too. During the implementatmase of the programme, regular
information needs to be supplied about the progranamd the actual status of the
programme, as well as the individual measures.

News should be circulated — media, printed matgriahternet, intranet, forums,
personal and telephone customer service - at ratiand local level about the
implementation of the programme, concluded comdracthis also supports
transparency, and attracts the attention of pakeagiplicants.

From 2006 the Technical Assistance (and completechnmunication activities)
measure will be evaluated.
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Communication phases in summary:

Communication Objective Implementation date
phase

SAPARD- Informing the general public about Structura From January 2004

ARDOP Funds, application opportunities within the

transition period |framework of the ARDOP.
Because calls for applications prepared and | Important date: issue of
published before and after Accession to the Bble call for application
it is vital that full information is provided tolal|l (31* March 2004)

potential applicants.

[y

Full Regular information to the public, reaching=rom 30 September 2004
communication |target groups, preparing applicants for [the to June 2006
phase application process, transparency. From |the

second half of 2006, communication of the
results of the programme, presentation of|the
results of the evaluation.

1.6.2 COMMUNICATION TOOLS

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

SAPARD-ARDOP transition period

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

Key message:

The SAPARD Programme has finished, applicationssigoports can be submitted
by 30 April 2004. Applications for the eight meassiof the ARDOP can submitted
from 3 May 2004.

Since the source of the Technical Assistance measult only available until the
SAPARD cut off date, during this period of commuation, communicational
activities were financed from national sources &nch the Technical Assistance fund
of the Community Support Framework (CFS) Managingth@rity. In order to
establish appropriate publicity, the CSF ManagindhArity places the same emphasis
on all Operational Programmes in the media (NewspapV, Radio), including the
ARDORP too.
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During the transition period the ARDOP Managing Warity provided the following
information about the ARDOP using national sournd #at of the TA of the CFS
Managing Authority.

- The MA prepared the brochure titled: ,Twenty quass about the SAPARD,
the continuation in the ARDOP”, which shows the ecajuestions of the
SAPARD-ARDORP transition period, compares the measwrithin the two
programmes, introduces the ARDOP measures andtitaats for the MA and
the ARDA.

- The MA implemented a general, widespread, multirdieh information activity
in March and April 2004 in order to inform more eotial beneficiaries that
applications for the eight measure of ARDOP camstted from 3 May 2004

The reaction from the public regarding the clospir¢he programme meant that huge
amounts of applications were submitted during #s¢ &pplication submission period.

- Preliminary publication of the ARDOP call for apgtionson ***March 2004
and the consequent communication of this

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

The Minister informed the representatives of thelim@bout the deadline of submitting
the last call for applications for the SAPARD Prmamme, and drew the audience’s
attention to the new application possibilities withthe ARDOP. Representatives of 5
TV channels, 1 radio and 10 newspapers took pathénmeeting. After the press
conference articles were published in newspaperh sas Népszabadsag, Napi
Gazdasag, Népszava, Magyar Hirlap and Magyailbezlasag.

- The Managing Authority published all the calls &pplications in printed forms
in the official journal of the MARD on 26 Novemhb2004°,

All the calls for applications contain detailed ueg@ments of the application process
itself, the conditions of submission and the minimiequirements. The webpage of the
National Development Agency contains Guideline quiad opportunities for applicants

and the Guideline for environmental sustainabitityicerning the agricultural and rural

development projects.

Main chapters of the calls for applicaticsentains 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 the form of appbas
« Way of application submission
» Appraisal of applications
» Utilisation of support and giving account thereof
» Eligible costs

¥ MARD, Notice to the public, Volume, LV. Issue 28 November 2004.
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» Settlement of support

« Control and the consequences of utilisation of ghpport for purposes other
than those set forth in the support contract

e Public procurement

e Legal remedy

» Other arrangements

* Regulations governing applications and measures

Internet

In order to ensure publicity the following web pageontain - and continuously
available- the calls for applications for the ARD@Rvw.fvm.hu www.sapard.fvm.hu
www.mvh.gov.hygwww.nfh.hu These web pages contain general information atheut
programme and the measures.

TV

From 17 May 2004, the Hungarian TV (MTV 1) broadedsaltogether 21 times during
prime time an advertisement for the public aboatARDOP and its measures.

Training

The task of the Structural Funds and Cohesion Hatelnational Training Centre
(SFITCY is to help with training programmes the better o$essistance from the
Structural Funds and Cohesion Fund. The aim of Gk§lto improve the transparency
and the quality of the market for training with aed to EU assistance, and to make full
use of Hungary’s accession to the European Uniomoinnection with the further
education of those professionals, who are williogdntribute efficiently to the use of
assistance received from the EU and the advanpagesied by the membership.

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

It is extremely important that the most recent klemlge and skill get through quickly
and in a clear manner to those concerned, ther&6&i&C will be running free e-
learning courses (in the field of agriculture andat development too) for all of those
who would like to receive up- to-date, well struei and essential information about
the financial bases of the EU.

Summary table of the popularization of the ARDOPLByYSeptember 2004

Events Time/number of
copies
Press conferences/interviews 4 times
Publication of articles 40 times
Agricultural fair and exhibition 1 time
Technical meetings 10 times
Publication by the National Development Agency 20.000 copies

'on 16 April during its meeting, the Government, ®gvernmental Decree 1038/2004. IV.24. accepted
the submission by the National Development OffiblDQ) 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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containing a short summary of the co-financed apfibbng
including the ARDOP

Publication by the National Development Agency dbihe EU| 20.000 copies
Structural Funds including the topic of agricultua@d rura
development.

Leaflet by the National Development Agency in ord&r| 100.000 copies
popularize the National Development Plan and iterafonal
programmes, including the ARDOP.

The following tools are used to achieve these divies:

Media, printed materials

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

* Publication of press advertisements and other lestion order to promote
support available within the framework of the ARD®@Ralready arranged/hired
national and regional, daily papers and technieatgpapers, making sure that
information about the ARDOP reaches the groups arkanost concerned.

* TV advertising spots, advertising in agriculturabgrammes or in the form of a
public advertisement, in order to inform the targetlience about the measures
to which applications can be submitted, and engmréthem to prepare
applications.

Internet, Intranet

. Internet, Intranet. Developing an ARDOP webpagéhiwithe Ministry's own
homepage. The use of the Internet and electronmonumication devices are
increasingly important, because it the supports fasd effective transition of
information, and makes dialogue with the populate@sier. All publications, press
articles, press releases, publications, the RulesPmcedures of Monitoring
Committee, and the main legal backround of ARDOFpublished on the homepage
of the Ministry of Agriculture and Rural Developmerand are available for
downloading to all those interested.

THE Intranet will regularly inform the employeestbie Ministry of Agriculture and
Rural Development about the progress of the ARD®Porder to ensure the
transparency of the ARDOP, the MA publishes albmiation on the website of
the Ministry following the official approval..

Others

» Personal and telephone customer service (openimg hielephone numbers etc.
are detailed in chapter 11.5.2. Levels of commutiigg in order to answer the
guestions related to the ARDOP directly and immietifaJoining the call centre
operated by the National Development Agency (NOAlishing the names of
the departments of the Ministry of Agriculture aRdral Development, and the
availbality of certain experts of the Managing Aarty. In addition, the county
offices of the ARDA must operate a customer sendffeee where interested
individuals can receive information in person.
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Full communication phase

Key message:

In the full communication phase (from 30 SeptemB664), fully comprehensive
communication activities are conducted in relationthe ARDOP, as defined in the
communication action plan, focusing on the spedéiget groups after Hungary’'s
accession, and from the start of the submissiadhe@ARDOP applications.

Media, printed materials

Organising press conferences.

Publication of press advertisements and otherlastim order to promote the
available support within the framework of the ARD®@Ralready arranged/hired
national and regional, daily papers and techniealgpapers.

Articles, studies and publications and their ciatian in order to promote the
available support within the framework of the ARDOR already hired/rented
pages of national and regional daily and monthbcsd newspapers.

An ARDOP newsletter, containing up-to-date news mfidrmation related to
the ARDOP support. The contents of the newslettdlr ve prepared by the
ARDOP MA, and according to our plans, it will bebfished as a supplement in
national newspapers (agricultural and rural devalept periodicals, regional,
micro-regional and municipality media). In additjaghe newsletter would also
be available on the homepage of the Ministry of i&gture and Rural
Development, as well as in the county offices & A&RDA. Circulation of an
ARDOP newsletter on paper and in an electronic &rm order to supply
regular information.

Publication of the list of winning applicants.

TV and radio advertising spots, advertising in @gtural programmes or in the
form of a public advertisement, in order to infothe target audience on the
measures in relation to which applications canuerstted, and encourage them
to prepare applications.

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

Display of promotion posters in the Ministry of Agrlture Offices, the ARDA
county offices, and waiting rooms, in order toattrthe attention of the public,
displaying the already known image and logo of ARDOP.

Developing an applicant’'s package containing thestnmmportant publications
and forms. (If possible, they should be compiledoading to trade or social
groups.) These packages must be placed at themiedéary Body and other
partner organisations, and they must be availaié@muously.

Publication of general information about Structufahds, with special focus on
the EAGGF, the FIFG and the ARDOP, describing tlethmds of application,
the evaluation process of the applications, itsgyples, steps of implementation
and control of projects, in order to ensure trarepey. Besides providing
information to the general public, our aim is t@ak 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

condtitions, amount of the available support, plong accurate and fully
comprehensive information to the applicants.

Internet, Intranet

Calls for applications displayed on the homepagtefMinistry of Agriculture
and Rural Development, the ARDA and the NDA areilalske for downloading
to all those interested. The homepage of the MARDtains publications and
press articles, the Rules of Procedures of the tdong Committee, and the
legal backround of the ARDOP.

Forums

In cooperation with the Intermediary Body, orgamisiconferences, technical
meetings, workshops, training courses in orderrapare potential applicants
and beneficiaries

Representation of the ARDOP MA at the EU applicatiorum. This forum
describes all EU support programmes (including af@mnal programmes, t0o0).
The CSF MA organises the forum, to which operatigaragrammes join with
their professional communication package. Thenionmagy and organisation of
the forum is the responsibility of the CSF MA.

Participation at trade exhibitions, major agrictddufairs and exhibitions. The
objective of such participation is that MA and tA&RDA can present the
ARDORP to all those interested, as well as the albel support opportunities
with the distribution of posters, publications aather fliers. The interested
parties can receive answers to their individuaktjoas and problems in person.

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

Others

ARDOP promotional gifts using the designed imagd kgo, given to those
interested in the support, as well as those vigitime information sites and
events.

Personal and telephone customer service in ordanswer the ARDOP-related
guestions directly and immediately. The CSF MA apes a call centre, and the
MA has already specified the contact persons aenl #vailability with regard
to the individual measures.

As a marketing tool, direct marketing can be useaxbtiy in this phase, when
registered applicants can directly be informed &libe current issues of the
programme, organised workshops and other relewemt® by post.

In the case of infrastructural investments, whetaltcost exceeds HUF 500
million (or HUF 100 million in the case of suppoftom the Financial
Instrument for Fisheries Guidance), temporary athieg boards should be
placed on the site (in accordance with Article ®f11159/2000/EC Regulation)
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and, once they have been removed, the placemempemhanent boards is
necessary on all sites open to the general pulticofding to Section 6.2. of
1159/2000/EC Regulation). Irrespective of the imwesit amount, if a
competent Hungarian authority provides informatiabout the project, the
Community contribution must be indicated and thppsuter's representative
must be invited to all events relating to the ntdess of the implementation of
the investment projects.

11.6.3 PROGRAMME CLOSURE

Programme evaluation is of outstanding importaremabse the experience gained must
be reflected during the preparation of the nexgmmme for 2007-2013, as well as in
the programme itself, There will be a need to prepavaluation documents and
summarise experiences in advance, because theirgaohthe next period will start
much 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

General publication about the ARDOP X X

Brochures describing the measures X

ARDOP promaotion 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 boards X

Closing conference X X

| 1.7 FUNDING, INDICATIVE BUDGET

Pursuant to the European Commission Regulation/2688/EC Article 11.3, the funds
for preparing information materials, getting thefomrmation across and any
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communication measures related to the Structurad§unay be available under the
Technical Assistance measure.

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 Developnte
Operational Programme (ARDOP).

On the basis of the ARDOP Programme Complement,(BCR 10.6 million is
available under Technical Assistance for the pefi0@d4- 2006, of which in total EUR
4,240,000 can be spent on communication activii¢se three years.

Indicative financial plan for communication actigg:

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

II.LBIMPLEMENTATION OF THE COMMUNICATION
PLAN

The implementation of the measures of the ARDOP @anication Plan is the
responsibility of the Department of Agriculture aRdral Development of the Ministry
of Agriculture and Rural Development, acting as &RDOP MA. The ARDOP MA

appoints one or more persons who are responsibfaufdicity and communication.

Contact persons:
Ms. lldiké Satori , deputy head of department

Ministry of Agriculture and Rural Development, Maag Authority of the Agriculture
and Rural Development Operational Programme, Dejeant of Agriculture and Rural
Development

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 walrjicipate in the implementation of
the Communication Plan.
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1.9 EVALUATION OF THE COMMUNICATION PLAN

The efficiency of measures of the ARDOP CommunacatPlan must be regularly
evaluated using the indicators specified in thenpl@he results and feedback of
evaluation must be used further on in the commuioicactivities. It will be easier to

select the right communication channels with thHp béstudies and surveys.

Based on the results gained from the monitoringcatdrs, a broad evaluation study
must be prepared in 2006 about the communicatioth@fmeasures of the ARDOP
Communication Plan.

11.9.1 EVALUATION FOR THE EU CoOMMISSION

* Annual reports prepared for the EU Commission doirtg the measures
implemented in the current year and their efficienghich will be part of the
Annual Implementation Report approved by the Mamig 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) peognes and advertisements
in regional and national papers, television andoraelated to the ARDOP.

* Number of published and distributed publication®chures, fliers, number of
places and occasions of the distribution.

* Number of participants in various events and priegems, number of
participations at trade fairs and exhibitions.

* Number of seminars, training courses and workslooganised by the ARDOP
MA.

* Number of calls made to customers services and aumbpeople personally
visiting customer services.

* Number of homepage visitors, number of completatlissued newsletters.

* Number of completed (valuable) questionnaires,oratf distributed and
completed in questionnaires.
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[11. DETAILED DESCRIPTION OF THE
MEASURES

111.1 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 faxamhot be used efficiently in the
new farm structure and is in a run-down conditidhis hinders the production of
competitive, quality basic materials. In conseqeeoftcthe shortage of capital, without
support farms are unable to establish the techiechéinological background of
production, which is today considerably differemtcomplexity and capacity from that
before. The demand for modernisation of the postdst phase is significant in every
sector but is of special importance in the labotwensive 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 on private farms
— are lagging far behind the requirements.

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

On farms, transformed according to their ownerslggographical situation and
production structure, the development of run-doelysolete irrigation systems and the
increase of amelioration activities are indispetesab

The run-down condition of the assets and the capac€ibuildings and machinery
hardly harmonising with the new structure and faige necessitate investments with
the financial assistance of the state in orderitairdsh or cease the above mentioned
contradictions in farming.
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Objectives of the measure (in the case of investnmeanlised with support at least one
of the following targets are to be achieved):

Global targets:

to improve the income 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 the adjuce,

to improve the level of technology for the sakenimal welfare (improvement of
livestock keeping) and the protection of the envinent,

to improve the quality of products and to increadded value.

Operational targets:

investments to reduce production costs and impeffugency,

investments to change/diversify the structure ofipction,

investments to protect the environment and to iwgrte hygienic and animal
welfare conditions,

investments to introduce new technologies and ingruality.

Description of the measure:

On the one hand the measure will focus on investsnierproving the efficiency of
basic agricultural activities, the modernisationneéchines, technological equipment
used for cultivation (including the post-harvestapd) and livestock keeping (cattle,
pigs, poultry, sheep, goats, rabbits and bees)eldements for increasing agro-
technical and technological standards and, on tterohand, it focuses on the
introduction of new technologies in order ,to imygoproduct quality, and the
implementation of information systems to promotedoiction and marketing.

Furthermore, the measure will contribute to the rompment of environmental,
hygienic and animal welfare conditions in livestdaeping.

In the case of apple, pear and peach, while reisigeitte regulations of the relevant
CMQOs, through the replacement plantations and ldetgtions to be established, which
probably serve already existing markets, the meafsuilitates the modernisation of the
species and the variety structure, as well ashefplanting systems. (Development of
other fruit plantations, depending on the absorluagacity of the market, is planned to
be financed from national sources; developmentrapeg yards is considered realisable

within the wine CMO, with the help of the suppororh the EAGGF Guarantee
section.)
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The measure facilitates the renovation of outdatedier-wasting irrigation
systems, the introduction of new, water-sparingyation methods that protect the soll
structure and the prevention of soil degradatisaubh amelioration activities.

Due to the improved, sometimes special qualityrofipcts and the positive effect
of the increasing demand on supply, these develofmmmcrease the population
retention capacity of rural areas.

Investment subsidies are only available for holditigat comply with the minimum
standards concerning the environment, hygiene amdad welfare, or as a result of the
investment, they will fulfil the criteria set outrfthem. Development of animal keeping
can only be assisted if the investment compliesh wite national environmental
prescriptions harmonising with the EU legislati@specially with Council Directive
91/676/ EEC on nitrate pollution, the applicatiom which is guaranteed by
Government Decree 49/2001 (IV.3.) on the protectibwaters against nitrate pollution
of agricultural origin. Particular attention shoudd paid to the density of livestock in
areas already suffering from nitrate problems.

Subsidies for the establishment of manure storag#ities can only be applied for
if the planned facility meets the requirementsh& minimum period of storage and the
farmer conducts his activities according to BestiEbonmental Practices.

As required by Regulation 1257/1999, for grantingpport under measures
investment in agricultural holdings, young farmewnsd improving processing and
marketing of agricultural products, the holdingsalslcomply with the minimum
requirements in the field of environment, hygiemel @animal welfare. Annex VIII.7.
Table 1 contains those requirements, as well asdétes from which the minimum
standards are applicable (mandatory for the farnagording to the Hungarian
legislation.

According to Article 1 of Regulation 817/2004 theripd of grace, that the Member
States may grant in which to comply with the newli{roduced standards may not
exceed thirty-six months from the date on which shkendard becomes mandatory for
the farmer.Table 2 in Annex VIII.7. shows the st@mi$ for which the period of grace
can be granted to farmers and the end of suchgseabgrace.

In some cases - according to the regulation - tipparted investments will have to
be finished by 1. June 2005. At the same timehagpteamble of Regulation (EC) No.
567/2004 states: “as a result of accession, farnmethie Czech Republic, Estonia,
Cyprus, Latvia, Lithuania, Hungary, Malta, Polai@lpvenia and Slovakia must deal
with a large number of new standards based on Caontynlegislation which they have
to respect from the date of accession or at tlee tte. It is essential to provide support
to cover at least a part of the cost of investmestsired to meet those standards.”

In the case of young farmers, according to Articlesand 4(2) of Regulation
817/2004, a period not exceeding five years magllogved after starting up in order to
meet minimum requirements.

Harmonising with the National Rural Development Plan (NRDP)
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In order to avoid any overlapping of finance ( fovestments eligible under the
ARDOP Programme Complement, under measure lll/kigigance to investments in
agriculture”, sub-measure 4.1 ,Development of lteek keeping facilities” and
investments under “Meeting Standards”) the follayvaemarcation in the NRDP is to
be applied:

1) In the case of sub-measure | of the NRDP: On-sitremoval, treatment and leak-
proof storage of manure

1a)ln Nitrate Vulnerable Zones (zones are listethéed(NRDP):

- All investments aiming at the construction réw livestock stabling placeswith
technological equipment, machinery and utilitief b financed from the ARDOP.

- Additional or reconstruction investments of operating livestock stabling plasgs
be divided between the NRDP and the ARDOP acogrtti the size limits which 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 limitéinancing under the NRDP
Above those limitsfinancing under the ARDQP

1b) In non Nitrate Vulnerable Zones: all investnsantll be financed the ARDQP

2) In the case of sub-measures Il/ a-g) of the NRDRAnimal welfare and animal
hygiene

-All investments aiming at the construction wéw livestock stabling placeswith
technological equipment, machinery and utilitiefi e financed from ARDOP.

-Investments required to enable one or more stdreaadditional or reconstruction
of operating livestock stabling placeso be met: eligibility of farms for application is
divided between the NRDP and the ARDOP accordirtgécsize limits which 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 limitdinancing under the NRQP
-above the limits definedinancing under the ARDOP.
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Summary tables:

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

1%

ARDOP NRDP

All investments related to this measure in ‘
Non Nitrate Vulnerable Zones

' Investments  aiming
. construction of new
livestock  stabling
' places

' additional or
reconstruction
investment of
:operating  livestock
gstabling places -

Investments in |
Nitrate Vulnerable :
Zones !

up to and including
Hlimits +

- above the limits

NRDP Sub-measure Il (animal welfare) ARDOP NRDP

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

Investments requiredJp to and including
to enable one olimits
more standard as:

additional or|

reconstruction ofiAbove the limits + -
operating livestock
stabling places to ke
met |

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 improvemaftthe quality of the
stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of buildingth connected on-
farm infrastructure, social and service facilitissich as dressing and
washrooms, fodder storage facilities, feed mixarg] silos, establishing and
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upgrading manure handling and storage facilitissyell as facilities enabling
the extensive keeping of animals.

Restrictions:As a result of investments provided under the miegagotal production

may not exceed the relevant quotas (milk, cattlestaughter) as laid down in the
Accession Treaty of Hungary. In the case of instgllnew stock, in order to avoid
increase, the certification of the Animal Identfion and Registration System is
required.

Demarcation between the ARDOP and the NRDP
In nitrate vulnerable zones

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

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

« if the investment takes place in a nitrate vulnkratone, and it aims at
enabling one or more standardaaklitional or reconstruction of operating
livestock stabling places to be met , and iffdren sizeis above 160 LAU.

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

Animal welfare

Investments are financed from ARDOP:

« all investments aiming at the construction rw 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 160 LAU

In any other cases the investment is financed by &¢aNRDP.

Pig keeping:

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

stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of buildingth connected on-
farm infrastructure, social and service facilitiesjder storage facilities, feed
mixers, establishing and upgrading manure handlimd) storage facilities, as
well as facilities enabling the extensive keepihgditferent types of animals .
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Restrictions:As a result of the investment support under thesonega the production of
pigmeat at national level may not exceed the volbefere accession. The animal stock
is controlled on the basis of the I1&R (Animal Idécation and Registration System),
which is part of the IACS.

Demarcation between the ARDOP and the NRDP
In nitrate vulnerable zones

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

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

« if the investment takes place in a nitrate vulnkraone, and aims at
enabling one or more standardaaklitional or reconstruction of operating
livestock stabling places to be met, and iffdwen sizeis above 200 LAU.

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

Animal welfare

Investments are financed from ARDOP:

« all investments aiming at the construction rw 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 200 LAU

In any other cases the investment is financed by &¢NRDP.

Shepherding

* Construction of buildings, with technological equignt machinery and
utilities,

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

e Modernisation of livestock keeping technology imtthg the purchase of
machinery, construction and development of bugdiwith connected on-
farm infrastructure, social and service facilitiésgder storage facilities,
feed silos and mixers, establishing and upgradirgure handling and
storage facilities as well as facilities enablirg textensive keeping of
animals.

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

Demarcation between the ARDOP and the NRDP
In nitrate vulnerable zones

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

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

* if the investment takes place in a nitrate vulnkraone, and aims at
enabling one or more standardaaklitional or reconstruction of operating
livestock stabling places to be met, and iffdwen sizeis above 100 LAU.

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

Animal welfare

Investments are financed from the ARDOP:

« all investments aiming at the construction rew 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 100 LAU

In any other cases the investment is financed by &¢aNRDP.

Fowl keeping

* Construction of buildings, with technological equignt machinery and
utilities,

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

* Modernisation of livestock keeping technology imtthg the purchase of
machinery, construction and development of buildingth connected on-
farm infrastructure, social and service facilitiésgder storage facilities,
feed mixers, establishing and upgrading manure Idstorage and
processing facilities, as well as facilities enafjlthe extensive keeping of
animals.

Restrictions:As a result of investments provided under the mmegaghe output of the
sector at programme level cannot increase.
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Demarcation between the ARDOP and the NRDP

In nitrate vulnerable zones

Investments are financed from the ARDOP:

in any case if the investment takes place in amivate vulnerable zone

if the investment takes place in a nitrate vulnkrawmne, in any case if the
investment aims at the construction redw livestock stabling places with

technological equipment, machinery and utilities

if the investment takes place in a nitrate vulnkrabone, and aims at

enabling one or more standardaaklitional or reconstruction of operating

livestock stabling places to be met, and iffdwen sizeis above 140 LAU.

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

Animal welfare

Investments are financed from the ARDOP:

« all investments aiming at the construction rew 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 ¢aNRDP.

Other animal keeping (goats, rabbits, be€y

Construction of buildings, with technological eqguignt machinery and
utilities,

In case of goats and rabbits: as part of the invest, first acquisition of
livestock by purchasing breeding animals of highaje quality for the

improvement of the quality of the stock,

Modernisation of livestock keeping technology imthg the purchase of
machinery, construction and development of buildingth connected on-
farm infrastructure, social and service facilitiésgder storage facilities,
feed mixers and silos establishing and upgradingumehandling, as well
as storage facilities.

Supported activities in the honey sector shallowarlap with those in the
framework of the apiculture programmes under CduRegulation (EC)

No. 797/2004. Therefore the Managing Authority easuthat there will

be no overlaps between the supported activitiewutits measure, as
defined in the Regulation.
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Restrictions:As there are no marketing problems, no restrictagdy to the support.

4.2. Construction investments in plant production ad horticulture:

» Granaries, stores, machine sheds, facilities ferstbrage of grain fodder,
forage, artificial fertiliser and plant protectiochemicals, silos, feed
mixers, produce driers;

* Plant-houses, cold-storage houses, grape processing storage and
bottling facilities, buildings of graft, fruit treend vine nurseries, facilities
for floriculture, storage facilities for fruits, getables and potatoes,
facilities for mushroom production, machinery aadilities for handling,
grading and packing of products with technologealiipment machinery
and utilities, as well as the machinery and budditonnected with on-
farm infrastructure.

Restrictions: As a result of investments provided under the mm@gasproduction
increase may not exceed the quotas relevant to ptaducts.

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

In the case of agricultural and informational equgmt and establishments only
those machines and facilities — harvesting and fiewachines, plant protectional, seed-
and fertiliser drills and other agricultural andoirmation technical equipments - will be
eligible under the BTO 293 000 00 00 (Domestic BobdClassification) and the
corresponding customs tariffs, where the use amchpse of these machines are in line
with the objectives of the ARDOP.

a) Supported types of investment: Purchase of new,lynamnstalled power
machines, other machinery and technological equipniecluding the purchase
of irrigation systems not requiring independent starction, furthermore
information technological equipment and softwalgt timprove the supply of
assets and the technological standard of farmsyedisas promote production
management and market access. Eligible for supg@rtthe physical assets
necessary for the operation of agricultural machirkeerefore the purchase of
double-shell fuel tanks is eligible as well.

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

c) The situation of raw material supply, the domestind export market
possibilities, as well as the changes in processapgcities with special regard
to the so calledensitive sectors,and those having excess capacities should be
taken into consideration at national level. The sdimitation in the sensitive
sectors apply to the purchase of machines. Thesgspshall be considered at
the evaluation centrally by the ARDA.
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d) The Managing Authority supervises the stringent itooimg of production with
regards to demand and market development in aupported sectors. As long
as there is a danger of the given product not lgatfia placement opportunity in
the market, the Managing Authority will suspend sidmission of applications
with regards to the investments aiming at increasproduction under
submeasure “New machinery, power machines, techi@chnological
equipment effecting all agricultural sector

e) The ,Catalogue of agricultural machines” compile¢ the Agricultural
Mechanisation Institute (AMI) of the MARD, which isvailable at the
Intermediate Body and the Local Offices of the MARIBrves as a guide for the
uniform definition of purchase prices, and it faatles the purchase of machines.
The “Catalogue of agricultural machines” includese tmost important
technological and financial parameters of power hras sold by machine
dealers. The specification listed in the catalogoes not restrict the purchase of
machines and equipments from other member states.

f) In the case of independent machine purchases (gregsbmeasure) and further
submeasures of the measure “Assistance to investnnreragriculture”, in the
framework of purchasing machines, technological iafmmation technological
equipment, only new, newly installed machines ajquigment that are available
in commercial trade, or from manufacturers areildikgfor support.

4.4. Development of apple, pear and peach orchards

Plantations

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

e plantations to be established that demonstrablyesaiready existing
markets, including soil preparation,

* purchase of propagating material, stake systemspamyerty protecting
fences.

* Enlarging or new plantations of holdings that dest@ably serve already
existing markets including the work on the landha establishment of the
new plantation (except for the costs of nutriemtd gertilisers), purchase
of propagating material, stake systems and progedigecting 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 investmemsnstruction of new buildings
and equipment for irrigation purposes, value ad@ednstruction of existing facilities,
including the technological machinery and equipmrequired for the regular use of the
buildings.

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

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

Restrictions:As a result of investments provided under the meagroduction increase
may not exceed the quotas relevant to plant prediealisation of the investment is
subject to expert opinions on soil mechanics andology, environmental impact
assessment and licence of the water managemerorrigyith

4.6. On-farm amelioration investments

On-farm amelioration investment supports can bdieggor 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 folloi

a) structures for the management of water supply
* open water drains or gutters,
» small flood retarding reservoirs of small watenfoup to a capacity of 1
million m?,
* underground drainage systems and connected fesil{including booster
pump stations and their technological equipment);
» deeper loosing, specified for underground drainage the project
documentation;
* engineering structures (culverts, boosting equidinen
b) Amelioration (with an effect period of 6 years @hst)
c) Structures of terrain correction
» Terrain correction,
* Removal of ravines, redundant roads and ditches,
» Establishing the road system between fields,
» Clearing prior to terrain correction.

Restrictions Realisation of the investments is subject to exmpinions on soll

mechanics and pedology, environmental impact assgdsand licence of the water
management authority.

5. Form of assistancenon-repayable assistance
6. Rate of assistance:
Share of public funds within total eligible cost%.

The share of EAGGF within public funds: 75%.

In any event for investments in firms, the conttibn from the EAGGF may not exceed
35 % of the total eligible cost.
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The maximum amount of eligible investment cost peproject is HUF 200 million
(€78314),thus the maximum amount of assistance per prageddUF 90 million
(€352941).

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

(€3922).

Number of projects per recipient: not limited

Eligible costs

a)
b)

c)

d)

the costs of technological equipments and fadilitegarded as investment in
building, irrigation and amelioration,

purchase and installation of new machinery and pgent including
computers and software,

in the case of cattle, pigs, poultry and sheeplyadé establishing new
facilities, in the case of goat and rabbit soldlyestablishing new livestock
stabling places: first purchase of breeding stogk dbtaining breeding
animals of high genetic quality,

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

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

Beneficiaries of this measure who cumulate aid tggupursuant to Regulation
(EC) 1/2004 with ARDOP support shall not receivd @ respect of the
purchase of production rights, animals, land ofifian land for construction
purposes, plants or the planting of plants.

7. The cumulation of the Agricultural Development LoanProgram and the Credit
guarantee scheme with the ARDOP

The Agricultural Development Loan Program (ADLP)agted in conformity with

Regulation (EC) 1/2004, which was published on thebsite of the European
Commission under the reference number XA6/@aplies to the production and first-
stage processing of agricultural products and naiees related to agricultural products.

“http://europa.eu.int/comm/agriculture/stateaid/eptom/xa605 _hu.pdf

For additional information on the scheme, pleaderr®o the website of the Hungarian Development
Bank: http://www.mfb.hu/index.php?pageid=512
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The Agricultural Development Loan Program offersadt loan granted through an
exchange rate guarantee that may also be assowidled credit guarantee provided by
the Rural Credit Guarantee Foundation and Creditr&ee Co. Lté/Credit Guarantee
Ltd.° The credit guarantee scheme has been communitatbé Commission in due
time as required by Chapter 4 “Agricultural legigla” of Annex IV to the Act of
Accession of Hungary and is therefore deemed asirgiaid.

Granting authority for Agricultural Development Lod@rogram: Magyar Fejlesztési
Bank Rt. — MFB (Hungarian Development Bank Inc.)dhi& street 31., H-1051
Budapest, Hungary.

Granting Authority for the credit guarantee schergrar-Vallalkozasi Hitelgarancia
Alapitvany - AVHGA (Rural Credit Guarantee Foundatiand Credit Guarantee Co.
Ltd.) Kalmén 1. street 20., H-1054 Budapest, Humfditelgarancia Rt. (Credit
Guarantee Ltd.) Szép u. 2. H-1053 Budapest, Hungary

The ADLP and the credit guarantee is cumulated thiéhassistance under the ARDOP
as follows:

The beneficiaries of the ARDOP who fulfill the reéspment of Regulation (EC) 1/2004
(small and medium-sized enterprises active in toelyction, processing and marketing
of agricultural products) may also apply for the ridgltural Development Loan
Program. The ADLP may be complemented by the ciguhtrantee provided that the
conditions set by the Rural Credit Guarantee Fotimiand Credit Guarantee Co. Ltd
(AVHGA)/Credit Guarantee Ltd. (Hitelgarancia Rtpeamet. For any cumulation of
assistance the following conditions shall be met:

- SMEs in less favoured areas who receive suppoftcd¥ of the total eligible
cost under the ARDOP, may cumulate it with the smdih with or without the
credit guarantee up to 50 % of the total eligildstc

- SMEs run by Young farmers who receive support of4%f the total eligible
cost under the ARDOP, may cumulate it with the $mdin with or without the
credit guarantee up to 50 % of the total eligildstc

- SMEs run by Young farmers in less favoured areas mgheive support of 45 %
of the total eligible cost under the ARDOP, may alate it with the soft loan
with or without the credit guarantee up to 60 %hef total eligible cost.

In any event the maximum aid intensities for thenalated assistance shall respect the
provisions of Commission Regulation (EC) 1/2004.

® http://www.avhga.hu/

® http://www. hitelgarancia.hu
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The procedure of applying for ARDOP support anddbsessment of the aid intensity
of the cumulated assistance are :

1.

The applicant submits her/his project applicationtie ARDA also
indicating that he/she intends to benefit from tAgricultural
Development Loan Program with or without the crediarantee.

After the process of evaluation the applicantsgehotification by the
ARDA that the project has been selected for ARDGppsrt .

With the notifying letter by the ARDA the applicagbes to the MFB
Bank and if relevant, to the AVHGA or to Hitelgacien Rt., where
he/she gets a statement on the total aid contethtea$oft loan and/or
the credit guarantee from which he/she will beriétihe contract with
the ARDA is signed.

With the statement(s) the beneficiary goes to tRB®A for signing the
contract. At this occasion she/he must submit testant saying that
she/he will use the soft loan offered by the MFHRl,aif relevant, the
credit guarantee offered by the AVHGA or HitelgaranRt.

ARDA checks that the total cumulated aid level eetp the limits of
aid intensity set by Regulation (EC) 1/2004 anddbetract is signed
by both parties.

8. Criteria of the selection of projects

Eligibility criteria:

General criteria:

Eligible for support are:

* Registered natural persons (licensed traditionabllssecale producers
[6stermed’], private entrepreneurs), legal entities (an oiggtion which
may have liabilities for civil law, subjective righ and liabilities as
defined in Article Il of Statute IV of the CiviCode of 1959) economic
organisations without legal entity, if the net rene from sales earned
from agricultural production reaches or exceedpé&@ent of the total net
revenue from sales, and the farms maintain this thtoughout the period
of assistance, furthermore, the farmer conducts dGRovironmental
Conditions. In case of vis major the amount of prdy unrealised return
on sales can be added to the return on sales ohdtety suffering
damage;

Registration is necessary in order to identify thié beneficiaries and control the
implementation of the measure (IACS). It is nojureed that the beneficiary is of
Hungarian nationality or resides in Hungary, howeuhe beneficiary has to have
an establishment in the country. The establishngefuilfilled either via a primary

establishment (registered office, central admimitm or principal place of

business) or a secondary establishment (agencynchraor subsidiarity) at the

settlement concerned by the project.

" Ostermeb: special administration category, app. licensedditional small-scale producer: a
non-entrepreneur private farmer, who conducts #ietivlisted in the relevant law on his/her ownnfiar
and holds a registered licence for the activity.
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* Approved or pre-approved Producer Groups, vegetatdefruit producer
and marketing organisations (TESZ), cooperationsaher organisations
that provide purchasing, selling and other servi¢B&SZ). These
organisations are exempt from the obligation of H®86 revenue ratio
coming from the agricultural activity and the olligpn of Good
Environmental Conditions, if their application &geted at investments in
the storing and manipulating (selecting, classdyipacking, etc.) of
agricultural products produced by the members, l@ investments
necessary for the storage and logistic allocatibrpr@duction inputs
(seeds, propagating materials, chemicals, etc.)l lgetheir members.
(The TESZ’, BESZ' and agriculturist groups are eyeghin independent
economic activitties by supporting their memberkesactivity, at the
same time they do not have any, or only limitedicadgural revenues.
(Due to this, and based on the eligibility critetiz®ese organisations must
be treated with special attention.)

+ Applicants who have obtained the TEADRumber for the activity
concerned by the investment in the application.

» Applicants should respect the relating provisiorns the European
Communities and the Hungarian legislation on theust of the
workplace.

* No support may be granted in respect of work alydasbun or activities
undertaken before an application for support hapgnty been submitted
to the ARDA.

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

In the case of the purchase of new machinery oimpetgnt, furthermore irrigation or
amelioration investments, certification of ownepslor a lease contract valid for the
period of the commitment for operation is required.

In the case of the establishment of plantatiores félowing certifications are required:
plantation licence according to the relevant legish; planting material controlled and
qualified by the National Institute for AgriculalrQuality Control; certification of the
ecological suitability of the habitat.

Requirements of environmental protection, animalfave and hygiene are listed in
Attachment VIII. 7.

8 TEAOR: National Registration of Activities and $ers
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Additional criteria:

The private person submitting the application, noithe case of economic
organisation or cooperative, the manager or thketifne employee entrusted
with the management of the farm has to have apjateprprofessional
qualification® (at least that of a skilled worker) (OM Decreé2®D3 (XII. 27))
or at least five years of professional experiéhce

Declaration regarding the availability of the nexaay own funds.

No public debts,

Simplified or full business plan and proof, thatle# launch of the project or by
the end of the implementation of the investmeng, fdwm complies with the
criteria of viability (the criteria for viability i@ listed in Attachment VIII.1.). In
case of Producer Groups and other organisatiors asitective nature viability
criteria are evaluated on the base of their busip&ms.

Construction and other necessary permits of thexvasit authorities.

Undertaking compliance with the environment pratectregulations (Act LIII.
of 1995. on the general provisions on environmeatgation and the Act LIII.
of 1996 on the protection of the environment). e tase 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 ateath

In the case of 4.1 animal keeping facilities theitteate of the County Animal
Health and Food Inspection Office, that at the tiofethe realisation of the
development described in the application, the faomplies with the provisions
of MARD Decree 32/1999 (l11.31.) on the animal veed regulations of keeping
agricultural livestock.

The Treaty of Accession determines quotas for Hunga respect of certain
products (Attachment VIII 2.). In the case of thggeducts the investment
cannot result in an increase of production that ld/mause the exceeding of
these quotas. The information necessary for thewaslable from the data of the
competent product board, for the housing of newckstbom 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 cépes without proven marketing
possibilities or of exceeding the relevant quota.

Valid proof of quota.

Proof of the existence of distribution channelslyfan the case of investments
that are connected to the production of basic afjual materials).

° With regards to the given applicant, the qualifima may only be regarded as specialist, if theegiv
qualification- as set out in the MARD Regulation/B04 (CXIIl.15) on professional and exam
requirements- provides appropriate preparatiottferactivity, for which the applicant required popt.

1% This should be 5 years of practce of any kindctviwas spent on agriculture related field.
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Selection criteria

According to activities

4.1. Development of livestock keeping facilities:

e the recovery of the building and technology investimaccording to the
business plan except those investments, which algnad complying with
the required standards,

* impact of the investment on the environment,

4.2. Development of other farm buildings:

» reduction of storage losses,

* reduction of specific energy consumption,

» usage of geothermic or renewable energy resources,
* expansion of the farm’s activities,

* impact of the investment on the environment.

4.3. New machinery, power machines, technological nd information
technological equipment:

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

» the expansion of the scope of the farm’s activities

« 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 @#ohs according to
market demands,
* modernisation of the planting systems of plantatjon

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 eqmipnt,

* improvement of cultivation efficiency.

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

9. Intermediate Body: Agricultural and Rural Development Agency
10.Recipients (Beneficiaries)

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

11.Final beneficiary: Agricultural and Rural Development Agency.
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12. Share of the measure from ARDOP budget52,85%

13. Financial plan, 2004-2006

Ass_istance to iwestments ivl €, current prices Million HUF, current prices
agriculture ’ (€=255 HUF)

Year 2004 2005 2006 Total 2004 200p 2006 Totdl
Total cost 50734550 72431792 100290990 22345733|| 12937 18470 25574 56981
Total public participation 50734550 72431792 100290990 22345733 12937 18470 25574  5698]
Total EU assistance 38050912 54323844 75218242 16759299 9703 13853 19181  4273(
ERDF assistance 0 0 0 q 0 0 0 q
||ESF assistance 0 0 0 0 0 0 0 0
||EAGGF assistance 3805091 54323844 75218242 16275476 9703 13853 19181 4273
FIFG assistance 0 0 0 q 0 0 0 o
Total government participation 12683638 18107948 25072748 5586433[ 3234 4618 6394 14241
Central government participation 12683638 18107948 25072748 5586433[ 3234 4618 6394 14241
||Regiona| participation 0 0 0 g 0 0 0 q
||Loca| participation 0 0 0 g 0 0 0 q
||Other public participation 0 0 0 0 0 0 0 q
||Private funds to be declared

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

declared 76101825 108647688 140760015 32550952 19406 27703 35894 83004

HUF amounts are indicative. Amounts calculated ¥891prices in the National Development Plan and
the Operational Programme have been transferred2®®4 prices by using the HUF/Euro multiplicator
of 255.
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14.Monitoring and evaluation indicators

Ty_pe of Indicator C_Zurre_nt Target | Data source Frequen(_:y of
Indicator situation measuring
A) The number of accepted applications by categors)(pc
1. Building development investments 1273
a) Investments relating to livestock keeping facsitie 525
b) Investments relating to other farm buildings 748
e plant houses
» other
2. Purchase of new machinery, technological and inftical equipment 14261
Output 3. Investments relating to irrigation development aneklioration 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 appbns (persons) 124 L
- - - - +{Monitoring
B) Number of animal keeping sites, from this 32187‘;system Annually
* new 37481
* renovated 134432
C) Output of new power machines (KW) 49000(
D) Number of new power machines (pcs) 8000
Number of supported farms 12000
Result Capacity increasing effect of power-machinaschased by support on the natig 5
pulling power capacity (%)
Number of jobs created or preserved as a restitteofupport in labour equivalent (F 2490
AWU)
Impact Among farms with supported construction developmarestment the ratiofathosq 40
implementing environment protection developmenty (%
Gross increase of income of supported farms 2
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15. Horizontal objectives

Environment:In the framework of the measure only investmehét tomply with
the minimum environmental protection regulationgref above mentioned Act LIII of
1995 are eligible for support. To prove this thdictdl opinion of the competent
environment authority is to be attached in the cdsetivities 4.1; 4.2; 4.4; 4.5; 4.6.

In the course of the evaluation of applicationg)sth aiming at environmental
protection are given priority.

Equal opportunitiesin the interest of the improvement of the emplogtnef
women, Roma people and disabled people, thosecappdi who envisage for the
employment and/or the improvement of working cdodg of the concerned target
groups in their business plans could be given femts in a hundred-point scoring-
system. When choosing from applications with theesacore, the following applicants
are given preference: women, roma people, handethppople and applications with a
positive influence on the employment of the peopbemcerned. Handicap is to be
interpreted as modified working ability, which slte certified.

In the case of the national and regional levelguty that improve in the first place
the employment of Roma people, supporting declamatiare given by the county
network of State Roma Self-Government, in the aasenicroregion and settlement
level projects, supporting declarations are giventlie Local Roma Minority Self-
Government. In those microregions/settlements wigeteocal Roma Minority Self-
Government doesn’t exist, those applicants whontht®d apply for applications in
connection with the employment of Roma people coetpiest a supporting declaration
from the competent county network of the State R&mi&Government.

15. Legal ground for assistance

Chapter 1. Articles 4-7 of Council Regulation 125999.
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111.2 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 share fromdtag t
grant:
Priority 3.: Protection and development of aquatic resourcasa@dture, fishing
port facilities, processing and marketing, inlarsthing
Submeasure 32 (code 144)xquaculture — 70%
Action 1.: Increase in aquaculture production capacity (casstn of
new units and/or extension of existing units)
Submeasure 34 (code 143)Processing and marketing — 10%
Action 1.: Increase in processing capacity (construction of nmits
and/or extension of existing units)
Action 2.: Modernisation of existing processing units withinorease in
physical capacity
Submeasure 35 (code 147)nland fishing — 0%
Action 3.: Other measures to assist inland fishing
Priority 4.: Other measures
Submeasure 43 (code 143)2romotion — 11%
Action 1.: Promotion campaigns
Action 2.: Participation in trade fairs
Action 3.: Market studies and surveys
Action 4.: Sales advice and support, services provided to eshadérs,
retailers
Action 5.: Quality certification and product labelling opecais
Submeasure 44 (code 147)perations by members of the trade — 0%
Action 1.: Aid for setting up producer organisations
Submeasure 46 (code 414)nnovative measures — 9%

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

Most of the fish ponds in Hungary were constru@ddng time ago, therefore they
need to be modernised. Besides securing commoiditk,sthe establishment of new
ponds is also important in order to replace the alds, which are dropping out of
production. There are hatcheries for the produatioyoung fish with high genetic and
biological values, but some of them are in a degpeneed of modernisation. Fishes
involved in production to widen the selection hdwebe kept in intensive plants. In
order to achive this, it is important to developnsoof the existing facilities and by
establishing new ones, the ratio of intensive glamithin the sector can be increased.
About 20% of the table fish produced on fish faimprocessed.

To produce and replenish a wholesome fish stochigli biological value, it is
indispensable to modernise the fish farms (fishdsdprand fish hatcheries, and to
develop them in terms of technology, as well asdbup new fish ponds in order to
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increase commodity stock. In Hungary the rate sl ftonsumption is very low; it is
reasonable to increase it for the sake of healtitytion.

Objectives of the measure:

Global targets:
» toimprove the income position of the fisheriestsec
» toincrease the added value in fish processing @amdl 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 promatdfdishery products,
» to modernise fish ponds and fish hatcheries of fiishs and their equipment in
technical and technological respect,
» to construct and reconstruct industrial fish prdsucsystems.

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 toectson and modernisation of
industrial fish production systems utilising geeitmal 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, whdigersifying the fish supply at the
same time. The measure, by way of supporting theketiag and other activities of the
producer groups, contributes to the increase of d@sumption. The assistance to the
renewal of fishing equipment promotes the presamabf natural freshwater fishing
traditions and the income of local population magkanliving out of it.

4. Activities

4.1 Aquaculture. Construction and reconstruction offish farms and industrial
fish production systems, modernisation of fish hateeries.
(Related intervention area code: Priority 3, Sulsnea32 Aquaculture, Actions 1)

Construction and value-adding reconstruction df ends (including wintering ponds,
harvesting zones, fish holders, harvesting pla@es),intensive fish production systems
operated on geo-thermal energy, value-adding récat®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, Suaasnee 34 Processing and marketing,
Actions 1,2)

Development and modernisation of existing fish pssing 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 obquction. Investments that are not
aimed at the production of goods for human consiomptexcept that they are
exclusively involved in the procession and salefsbfery by-products, and retail trade
are not eligible for support.

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

New investments (small boats, outboard engine zé&ebox, 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, Sutsuea43 Promotion, Action 1,2,3,4,5)

Support of activities that serve common interestsped 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 ackexygdd by the Managing Authority
in order to implement the common fishery policy.pBort of activities for the
promotion of the search for new marketing posdibgialso belongs here.

» Activities related to quality certificates, laballj and standardisation.

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

» Organisation of trade fairs and participation inlstairs.

* Preparation of projects, market analyses and asse$s reviewing the
responses of the consumer and of the market.

* Promotion of new products containing fish meat,a@ilable 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 organisationsbksiti@d according to Commission
Regulation 2792/1999 amended by Commission Regulat369/2002 and
Commission Regulation 104/2000 for a three yeaogefter their establishment.

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

(Related intervention area code: Priority 4, Sulsuea46 Innovative measures, Action
1)

Introduction of innovative technologies in fishrfang (pilot projects), which relates to
state owned, or partly state owned enterpriseseds Whe introduction of innovative
technologies means undertakings implemented byctor af the fisheries sector, a
specialised research institute or another compdtedy 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 tota¥o5

s FIFG | NATIONAL | PRIVATE
ubmeasures %
4.1 Aquaculture 35 11 54
4.2. Construptlon and reconstruction of fi 35 11 54
processing plants
4.3. Inland fishing 0 0 0
4.4.1. Promotion (individual) 0 0 0
4.4.2. Promotion (collective) 75 25 0
4.5. Assistance to producer organisations 15 25 0
4.6. 1._ Innovative measures with private 75 5 20
involvement
4.6.2.Innovative investment measures with |the
involvement of state-run  enterprises 35 11 54
(contribution of 20% from the enterprise)

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 operating fish pond yet 150000588.2 20000 78.4

already having operating fish ponds of at 150000 588.2 2000 78

least 30 ha
- reconstruction

fish pond 100000 588.2 10000 39.2

hatchery 20000 78.4 5000, 19.6
- industrial fish production system utilising geothermal energ

new construction 150000 588,2 20000 78.4

reconstruction 75000 294.1 10000 39.2
4.2. Construction and reconstruction of

fish processing plants

construction qnd reconstruction of new 50000 196.2 100000 392

small scale units

reconstruction of medium scale units 50000196.2 5000, 19.6
4.3. Inland fishing 20000 784 1000 3.9
4.4. Promotion 20000 78.4 1000 3.9
4.5. Asssftant_:e to producer normative normative 3.9

organisations

4.6. Innovative measures (pilot projects) 75000 294.1 10000 39.2

Number of projects per beneficiary: not limited,t anly one application can be

submitted for identical activities per year.

Maximum assistance amount per beneficiary: HUF r#lon (€ 0,6 million)

Eligible costs in respect of assistance

Investment expenses related to the implementafipnogects relating to the activities:

a)
b)

c)
d)
e)

software,

costs of construction investment projects,
purchase and installation of new machines and eqgnp, including computer

eligible costs of individually and collectively ifgmented actions,
costs of the establishment and operation of praguioeganisations,
general costs such as fees for architects, engir@er consultants, feasibility

studies, environmental impact assessment stugieshase of patents and
licences in addition to the costs referred to ausks (a) and (b) and up to 12%

of such costs.

costs mentioned in a) and b), at the most 30% sifsdbis sort.

in the case of innovative developments, generdbaust included in €) beyond
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7. Criteria for the selection of projects

Eligibility criteria:

General criteria:

Beneficiaries. natural persons, private entrepreneurs activegmcature or
fisheries, fisheries associations and groups andamuic organisations, with or
without legal personality, operating in Hungary,

no public debts,

statement on the availability of the required owsaurce,

existing of number of client registration,

existing of necessary permissions of authorities.

existing of fisheries in activity scale

Applicants should respect the pertinent provisiohthe European Communities
and the Hungarian legislation on the security efilorkplace.

no support may be granted in respect of work alrelelgun or activities
undertaken before an application for support ha&n roperly submitted to the
ARDA.

Registration is necessary in order to identify @ik beneficiaries and control the
implementation of the measure (IACS). It is na@umeed that the beneficiary is of
Hungarian nationality or resides in Hungary, howeviae beneficiary has to have an
establishment in the country. The establishmentuiBlled 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.

Criteria according to activities:

4.1 Aquaculture

the manager of the fish farm or the leader of ttogeot has appropriate technical
skills: special fishery qualification or at leastef years of practice in fisheries,
the farm complies or will comply as a result of tHevelopment with the
regulations of Act LIll. of 1995 on the general pions on environment
protection, of Act LIll. of 1996 on the protectiari nature, of Act XXVIII. of
1998 on the protection and sparing of animals, ahd/ARD Decree no.
32/1999 (l11.31.) on the animal welfare regulatimighe keeping of agricultural
livestock,

fish farmers who don’'t have an operating fish panela of at least 10 ha, or a
lease contract about at least 10 ha of operatsigdond for at least 10 years,
can apply for the construction of an operating fishd area of at least 10 ha;
fish farmers who already have an operating fishdparea of at least 10 ha, or a
lease contract about at least 10 ha of operatsigdond for at least 10 years can
apply for assistance for the construction of a paredh, that does not exceed the
maximum amount (HUF 150 million, € 0.6 million) panmoject,

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

4.2 Construction and reconstruction of fish processinglants:
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» the manager of the fish processing plant has apijateptechnical skills: special
fishery qualification or at least five years of f@ssional experience in fish
processing,

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

» the processing plant complies or as a result otldwelopment will comply with
the regulations of Act LIll. of 1995 on the genepabvisions on environment
protection, of Act LIll. of 1996 on the protectiaf the nature, of Act XXVIII.
of 1998 on the protection and sparing of animatgl af MARD Decree No.
32/1999 (lll.31.) on the animal welfare regulatioot keeping agricultural
livestock.

4.3. Inland fishing
» Proof of having a license for fishing.

4.4. Promotion
» according to the general criteria

4.5. Assistance to producer organisations
» According to EC Regulation No. 104/2000.

4.6. Innovative measures (pilot projects)

» the leader of the project aimed at the introductémnnovative technology or
technologies has appropriate technical skills: higlkiel qualifications in
fisheries specified in Article 14(2) of MARD Decré®. 78/1997. (XI.4.) and
at least five years of experience in fisheries.

Selection criteria

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

4.1. Submeasure (aquaculture):

* to what extent the investment project improvesitle product chain (from
the propagating material through the commodity fsbduction and through
processing),

» positive impact on the environment (flood and egcearface water hazard,
preservation and increase of natural values, lapmisenvironment),

* improvement of the quality, hygiene and animal esfconditions,

» 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).

Eligibility to the selection criteria are specifigdthe scoring system elaborated for the
evaluation of projects.

In the interest of the improvement of the employtr@frwomen, Roma people and
disabled people, those applicants who envisage thier employment and/or the
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improvement of working conditions of the concertadjet groups in their employment
plans could be awarded three point in a hundredtmmoring-system. When choosing
between applications of the same qualification, thiowing applicants are given
preference: women, roma people, handicapped peldpladicap is to be interpreted as
a modified working ability, which is to be certifie

In the case of the national and regional levelguty, which in the first place improve
the employment of the Roma people, a supportindadcetion given by the county
network of State Roma Self-Government can be censitlas an advantage. In the case
of microregion and settlement level projects a suippg declaration given by the Local
Roma Minority Self-Government could also be congdeas an advantage. In those
microregions/settlements where a Local Roma Mig@elf-Government doesn’t exist,
those applicants, who intend to apply for applmadi in connection with the
employment of Roma people could request a supmpdatlaration from the competent
county network of the State Roma Self-Government.

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

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

10. Final beneficiaries: Agricultural and Rural Development Agency

11. Share of the measure from ARDOP budgett.36%
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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 2006 2006 Total
Total cost 2679696 3825700 4956440 1146183 683 976 1264 2923
Total public participation 1339848 1912850 2478220 573091 342 489 632 1461
Total EU assistance 1026328 1465243 189831¢ 438988 267 374 484 1114
ERDF assistance 0 0 0 0 0 0 0 Qg
||ESF assistance 0 0 0 [0 0 0 0 Qg
||EAGGF assistance 0 0 0 [0 0 0 0 q
FIFG assistance 1026328 1465243 1898316 438988 262 374 484 1119
Total government participation 313525 447607 579904 134103 80 114 148 347
Central government participation 31352% 447607 579904 134103 80 114 149 342
||Regiona| participation 0 0 0 q 0 0 0 0
||Loca| participation 0 0 0 G 0 0 0 0
||Other public participation 0 0 0 0 0 0 0 0
[Private funds to be declared 1339848 1912850 2478220 573091 347 484 637  146]
||EIB loans 0 0 0 q 0 0 0 0,0
Other private funds not to be

declared 0 0 0 q 0 0 0 0,(

* In the line of each measure the HUF amounts adécative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Riogne have been transferred into 2004 prices by
using the HUF/Euro multiplicator of 255. The cobtrion from FIFG is calculated in relation to tlat
cost (11 461 836 €) — including private funds.

Detailed financial plan(€) :

Submeasure Share % FIFG National Private Total cost
2004-2006

4.1 Aquaculture 70 3072917 990 537 4821227 BB
4.2 Processing 10 438 988 141 506 688 747 1269|240
4.3 Inland fishing 0 0 0 0 0
4.4 Promotion 11 482 887 160 963 0 643 850
4.5 Producer organisations 0 0 0 0 0
4.6 Innovative projects 9 395 090 48 031 220 944 64 @5
TOTAL 100 4389882 1341036 5730918 11461836

Proportions and rates of assistance for submeasurdee table of the detailed
financial plan can be modified by the Managing Auity on the basis of the evaluation
of the applications in the given year in such a mearthat the total amount of FIFG
assistance is not exceeded. Ratio of promotiondivitaes by collectives or
organizations to individual applicants as well hattof innovative projects by state
owned companies to private enterprises are nottlgxspecified in the table. Due to
changes in the structure of contributions the yetmtal values of national and private
contributions may vary. Yearly announced ratesssfstance do not change.
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13. Monitoring and assessment indicators
(indicators of projects are contained in EC Regoitahlo. 366/2001 in connected activities, and resaré given in yearly reprt

_Type of Indicator C?urrgnt Target Data source Frequen(_:y
indicator situation of measuring
Number of adopted applications according to catetgres:
4.1. Aquaculture. Construction and reconstructibfish farms and intensive fish production o5
systems, modernisation of fish hatcheries. (pcs)
e constructed ponds 6
e reconstructed ponds 12
» reconstructed fish hatcheries 5
e constructed, reconstructed industrial fish producsystems 2
4.2. Construction and reconstruction of fish preg&s plants (pcs) 7 o
Output « constructed fish processing plants (pcs) 5 Monitoring
- - 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 productionsupics) 32
Number of newly introduced products (pcs) 6
Value of purchased equipment for natural wateliffigh€) 740 000
Number of reconstructed or modernised intensivegi®duction systems (pcs) 2
Number of assisted fish farms and fishery enteggr{pcs) 130
Territory of supported fish farms (ha) 200 Monitoring
Result Increase in the volume of processed products (&am)y 300 system
Output of the assisted plants per hectare (eurg/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 $kest@nce in full job equivalent (FTE, AWU 180 system
Growth of domestic fish production (ton/year) 11600 400 Ngtf.ﬁ?;at.
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14. Horizontal objectives

Environment:The measure supports the modernisation of pranlugystems and
technologies that abate the load imposed on thé&cemuent and comply with the
provisions of Act XXVIII. of 1998 on the protecticend sparing of animals and with
the minimum environmental requirements set forthAmnex 3. of MARD Decree
no.32/1999 (111.31.) on the animal welfare regudas of the keeping of agricultural
livestock, and with Act XLI of 1997 on fisheries darangling. Furthermore, the
utilisation of geo-thermal energy contributes te gnotection of the environment.

Equal opportunity:

Equal opportunity is entirely provided. The subsdttapplications are selected under
equal conditions. When choosing from applicatiorith ihe same score, the following

applicants are given preference: women, roma pedpéadicapped people, and

applications with a positive influence on the emypient of the people concerned.

Handicap is to be interpreted as modified workibjtg, which is to be certified.

15. Legal ground for assistance

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

State aid schemes concerning actions financed UF&& within this programme

are governed by the provisions of Article 19(2) ©buncil Regulation (EC) No
2369/2002 of 20 December 2002.
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111.3 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 international tendencies, the worsgnage structure, i.e. the ageing of
farmers performing agricultural activity as a prisnaccupation can also be detected in
Hungary. The average age of private farm managess iyears. Relatively few young
people choose agricultural basic activity as thpgimary occupation. However, it is
important for the future of agriculture that yourkgghly qualified and well-prepared
entrepreneurs set up economically viable farmschvitihen would create jobs in rural
areas.

Objectives of the measure:

Global targets:
» toimprove the age structure of agricultural labpower,
» to preserve and create jobs,
» to set up economically viable farms

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

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

Description of the measure:

To achieve their goals, young entrepreneurs com@lywvith the criteria and
founding their first farm may be allotted a nonagable single premium and an interest
subsidy during the term of the development loareator the setting up of the farm.
These grants may help to set up the farm, makadheity profitable, create the basic
conditions of environmental protection, and provadsistance in further developing the
expertise necessary for farming.

As required by Council Regulation (EC) 1257/199%, providing support under
this measure the holdings shall comply with theiminm requirements in the field of
environment, hygiene and animal welfare. Table lhdnnex VIII.7.lists theminimum
reguirements to be respected according to the Hungarian legidations.

1 Early retirement scheme starts from (as planne@p2

78



4. Categories
Support may be given to the following activities:

* A single provision of capital may be used for tmeation of the conditions of
agricultural production activities and for the cosif agricultural production.
This capital can not be used for the purchase @lldw places, costs related to
dwelling (rent, overhead expenses), purchase afrabclorry, costs related to
the use of cars or lorries (rent of the lease, ab&iel) and costs of training;

* The subsidy for the interest of the loan whichug dver one year may be used
for the financing of the purchase, renovation amatennisation of structures
necessary for the agricultural activity (except ttwelling places other than
outskirt farm sites). It may also be used for thechase of land for own use (the
cost of which can not reach 10 % of the total co$tthe development) and for
taking over farms from another farmer, who readhesage of retirement, or,
under the early retirement scheme, winding up tfaem, and for the renovation
and the modernisation of the production capacifake overtaken farm.

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

* single provision of capitand/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 thepresent value of the
interest subsidy does not exceed the single pavisi capital.

A support higher than the maximum amount referredint point a) but not
exceeding 7,65 million (€ 30 000) may be granteg¢gdong farmers resorting to farm
advisory servicé$ linked to the setting-up of their activity duriregperiod of three
years following the set-ufhe method for the selection of the advisers a$ agethe
minimum conditions of their accreditation can berfd in Appendix No. 9.

121 the field of agriculture fisheries food and fetry (agri-food sector) the experts in well defireebes may have assistance also
from public funds to their advisory activity if there registered in the National List of Adviseemducted in accordance with the
rules of the ministerial decree No 51/2001. (VII)3WARD. An expert at his own request may be reged if possesses BSC or
MSC degree in the agri-food sector or a degreestinkith this field, has a professional experienfcg or 10 years respectively, has
complementary knowledge related to the sector (mriah, technology, law, economy, finance) and dlas a clean criminal
record and does not follow commercial or brokeivégtin the sector. The advisors can have accagidit in the National List in 3
fields of expertise at the most, some of these dhlthey meet additional requirements. The ministgnually checks the
professional skills of the registered advisers.
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7. The cumulation of the Agricultural Development Loan Program and Credit
guarantee scheme with ARDOP

The Agricultural Development Loan Program (ADLP)agted in conformity with

Regulation (EC) 1/2004, which was published on thebsite of the European
Commission under the reference number XA6/@pplies to the production and first-
stage processing of agricultural products and neises related to agricultural products.

The Agricultural Development Loan Program offersait loan granted through an
exchange rate guarantee that may also be assowidked credit guarantee provided by
the Rural Credit Guarantee Foundation and Crediar@ee Co. Ltd/Credit
Guarantee Lt& The credit guarantee scheme has been communidatethe
Commission in due time as required by Chapter 4ritAdfural legislation” of Annex
IV to the Act of Accession of Hungary and is therefdeemed as an existing aid.

Granting authority for the Agricultural Developmdman Program: Magyar Fejlesztési
Bank Rt. — MFB (Hungarian Development Bank Inc.)dbia street 31., H-1051
Budapest, Hungary.

Granting Authority for the credit guarantee schemgrar-Vallalkozasi Hitelgarancia

Alapitvany - AVHGA (Rural Credit Guarantee Foundatiand Credit Guarantee Co.
Ltd.) Kalman |. street 20., H-1054 Budapest, Humfiditelgarancia Rt. (Credit

Guarantee Ltd.) Szép u. 2. H-1053 Budapest, Hungary

The ADLP and the credit guarantee is cumulated Wighassistance under the ARDOP
as follows:

The young farmer beneficiaries under this measwag benefit from the Agricultural
Development Loan Program with or without the cregliirantee instead of the Credit
subsidy defined under point 6) b, provided thatrtteximum amount of support under
this subsidy does not exceed the amount of théesprgmium granted.

The procedure of applying for the ARDOP support drelassessment the aid content
of the cumulated assistance are as follow:

1. The applicant submits her/his project applicatiortie ARDA also indicating
that he/she intends to benefit from the Agricultiavelopment Loan Program
with or without credit guarantee.

2. After the process of evaluation the applicant getstification by ARDA that
the project has been selected for the ARDOP support

3. With the notifying letter by ARDA the applicant goeéo MFB Bank and if
relevant, to AVHGA or Hitelgarancia Rt., where l&gets a statement on the
total aid content of the soft loan and/or the dregdiarantee from which he/she
will benefit if the contract with ARDA is signed.

13http://europa.eu.int/comm/agriculture/stateaidfagtion/xa605_hu.pdf
For additional information on the scheme, pleaderrto the website of the Hungarian Development
Bank: http://www.mfb.hu/index.php?pageid=512

14 http://www.avhga.hu/

15 http://www.hitelgarancia.hu
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4. With the statement(s) the beneficiary goes to tRE®A for signing the contract.

At this occasion she/he must submit a statemenhgdlyat she/he will use the
soft loan offered by MFB and, if relevant, the dteguarantee offered by
AVHGA or Hitelgarancia Rt.

ARDA checks that the total cumulated aid amounpeets the limits of aid
amount set by Regulation (EC) 1/2004 and the conisasigned by both parties.

8. 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, whadtfor the first time their own farm,
certify the viability of farming by means of an ecwmnically justified business plan, and
meet the minimum environment protection criteriactRer criteria are:

the entrepreneur is between 20 and 40 years, Matghaccomplished the 40th
year of age, has technical suitability, holds ancagural entrepreneur’s card, is
a registered agricultural producer, has qualifaradiat least at intermediate level
(middle grade specialist) , who can prove the liukint of this criterion with a
certificate (marked OKJ or OSZJ) issued accordiagAct |. of 1985 on
education, Act LXXIX. on public education, the MUNecree no. 7/1993
(X11.30.) of the Ministry of Labour on the registef professional qualifications,
and the Decree no. 37/2003. (XI1.27 9f the Ministry of Education;

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

proves in his business plan the started (taken) d&em complies or will comply
within five years after the starting date of theiaty with the economically
viable farm, the citeria of which is listed in Ann&I111.10, and that the farm
carries out such agricultural activity, which iscluded in the list of Annex
VIII.10.

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

he/she continues agricultural activity as it is/lme$ main occupation, as a
private farmer, and the leader of the farror if he/she operates the farm as a
part time occupation then he/she undertakes thdshéewill continue
agricultural activity as main occupation within ébr years at best from the
starting date of the activity (In Hungary all theung farmers applying for the
setting - up support are the sole heads of thédimgs.);

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

16 This Decree keeps in order and regulates alptbfessional certificates and qualifications ttah be
given in Hungary, and all of their conditions aratgmeters.

17 1800 working hours, that is 225 working dayshvitworking hours. This is the time spent with work
by one full time farmer in a year. Part time ocdigrameans that the farmer spends less time wittk wo
than a full time farmer
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* the farm complies with the rules of the legislatiisted in the Attachment
VIII.7. concerning the regulations on environmengabtection and animal
hygiene and welfare, or complies with the regutaiwithin five years from the
starting of the business;

» the applicant certifies that he/she possessesubt dthe Treaty of Accession
determines quotas for Hungary in respect of cenagducts (Attachment VIl
2.). In the case of these products the investmamhat result in an increase of
production that would exceed the set quotas. Thesare necessary for this can
be determined based on the data from the comppteduct board, from the
Animal Identification and Registration System retyag the installation of new
stock, and from the Agricultural and Rural Devel@mnhAgency in the case of
animal keeping capacities. No support can be gilvérere is a risk of creating
surplus capacities without proven marketing posds or of exceeding the
relevant quota);

» the applicant demonstrates the relevant saleskplitsss.

* no aid may be granted in respect of work alreadyubeor activities undertaken
before an application for support has been promerhmitted to the ARDA

» the applicant undertakes that the provided cajmtabt used for the purchase of
dwelling places, costs related to dwelling (remgrbiead expenses), purchase of
a car or lorry, costs related to the use of calsmies (rent of the lease, cost of
fuel) and costs of training.

Applicants shall be natural and legal persons reggisd in Hungary. Registration
is necessary in order to identify all the benefida and control the implenetation of
the measure (IACS). ). It is not required that Itleaeficiary is of Hungarian nationality
or resides in Hungary, however, the beneficiary bmdiave an establishment in the
country. The establishment is fulfilled either @grimary establishment (registered
office, central administration or principal placef dbusiness) or a secondary
establishment (agency, branch or subsidiarity) la¢ tsettlement concerned by the
project.

Minimum environment protection criteria:

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

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

» evaluation of the size, output and viability of faem,

* membership of producer organisation,

» taking over a farm,

» qualification of the viability of the farm,

» applicant’s qualification

» extent of compliance with environment protectiomngal welfare and hygienic
regulations

* number of established and maintained workplaces,
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e experience and time spent in agriculttire

« farmers operating in less favoured areas and emvientally sensitive areds

* In the case of application with the same evaluatapplications submitted by
women, roma or handicapped people are given pyiorit

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

Young farmers whose primary occupation is farmiaf),the start of their first
enterprise.

11.Final beneficiary: Agricultural and Rural Development Agency
12.Share of the measure from ARDOP budget: 1,73%

18 Time spent in agriculture more than 1 year (matximum 3 years) will be acknowledged during
evaluation (it is an eligibility criteria to havae year long agricultural experience. In the cdgmactical
experience between one year and three years thieaagpgains extra scores at the evaluation ohbis/
application Even if the applicant spent more thaeé years with agricultural practice the extrassao
not exceed those that can be gained after threelgmeg experience, as the objective of the meaisure
support the setting up of activity.)

19 The classification of the areas is according267/1999 EC Council Regulation Chapter V. Article
20 which is included in the NRDP, to be approved.
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13. Financial plan, 2004-2006

Setting up young farmers €, current prices Million '?éi;sguﬂﬁg prices
Year 2004 2005 2006 Total 2004 2006 2006 Total
Total cost 2799064 3996118 522324 731750 714 1019 133 1866"
Total public participation 2799064 3996118 522324 731750 714 1019 133 1866"
Total EU assistance 2099298 2997088 391743 548812 534 764 100 1394
ERDF assistance 0 0 0 [0 0 0 0 0
||ESF assistance 0 0 0 [0 0 0 0 Qg
||EAGGF assistance 2099298 2997088 391743 548812 533 764 104 1399
FIFG assistance 0 0 0 g 0 0 0 0
Total government participation 699766 99903 130581 182937 178 255 33 466
Central government participation 699766 99903 130581 182937 179 254 33 466
||Regiona| participation 0 0 0 q 0 0 0 0
||Loca| participation 0 0 0 g 0 0 0 0
||Other public participation 0 0 0 0 0 0 0 0
||Private funds to be declared’

|EIB loans 0 0 0 g 0 0 0 q
HOther private funds not to bs

declared 0 0 0 g 0 0 0 0

* The amounts above are indicative. Amounts catedlat 1999 prices in the National Development Plan
and the Operational Programme have been transfaned 2004 prices by using a HUF/Euro
multiplicator of 255.

% private source is required for taking out loafishé young farmer wishes to make use of the suppor
from the interest rate in addition to the singleyigion of capital.
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14.Monitoring and assessment indicators

Frequenc
'Ty.pe of Indicator C;urrept Target | Data source OIof ’
indicator situation ,
measuring
Number of supported applications submitted by yoiangers (pc)* 254
e within this: submitted by women (pc) 45
Detailing of the supported applications accordmghie types of activity (EMIR)
Age composition of applicants (persons)
e under 25 years of age 180 .
Output e between 25 and 30 years of age 50 Mc;nlst:)e rrlrrwlg
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 tteeets (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 youngefiattr 36 379
. system
Average age of farmers taking over farms 25
Impact Number of created and preserved jobs in manpowevaent (FTE, AWU) 274 Mg;isttoerrirr]\g

*The number of accepted applications, presumingtti@applicants utilize the full amount of theglancapital allowance and the interest supporinasvarage amount of 20

000 EURO.

** The total area of land cultivated by young fammbas been compiled on the basis of criteriaafiei farms (Annex |.) and experimental data.
*** Current situation is represented by number arfiis managed by young farmers supported from ratsmurces in 2001;
In 2002 the number of farms managed by young fasrsepported from the national budget was 27.

The number of young farmers supported from natifurads in 2003 is 62
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15. Horizontal objectives:

Environment: In the framework of the measure only such develogmesan be
supported, which comply or will comply with the isigtions of the EU-conform Act
LIIl. of 1995 on the general rules of environmentpction, or the applicant undertakes
the fulfilment within five years after the approadlthe application.

Equal opportunity:Equal opportunity is entirely provided. The suligdtapplications
are selected under equal conditions. When chodsamg applications with the same
score, the following applicants are given prefeeeweomen, roma people, handicapped
people, and applications with a positive influermce the employment of the people
concerned. Handicap is to be interpreted as madifterking ability, which is to be
certified.

In the case of Roma people a supporting declargiven by the Local Roma Minority

Self-Government could mean an advantage. In thasermagions/settlements where a
Local Roma Minority Self-Government doesn’'t existpplicants could request a
supporting declaration from the competent countiwoek of the State Roma Self-

Government.

16.Legal ground of assistanceTitle Il Chapter Il Article 8 of Council Regulatio
1257/1999, and Atrticle 1 point 3 of Council Regiaat1783/2003.
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111.4 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 tnagni10%
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 levtlie economical production of good
quality and competitive products requires thorowgid comprehensive knowledge.
Successful adaptation to the changing market donditis based on the expedient
attainment and application of the knowledge of savepecial fields (vertical farming,

marketing, information technology, environmentabtpction, use of traditional or

renewable energy sources, reception and entertainmé guests, command of

language, tourism, craftsmanship, business knowledg

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

The introduction of new farming approaches (orgdarming, landscape management)
also requires the attainment of special skills,cvhserve 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 comti@s, which have already partly
joined special programmes (social land programntes)ched in the past years, and
these communities mostly produce for their own seed

Objectives of the measure:

Global targets:
» to improve the employment conditions and opportesibf the participants of
trainings;
» to raise the production standard of agriculturaragsmpact of training projects;
» to safeguard the environmental benefits of agnealtduring its development
phase.

Specific targets:
» to improve the vocational skills and professiortaihdard of those involved in
agriculture, mainly of certain social classses gralps (women living in rural
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areas, in farming families, Romas involved in agjtioral production) and
particularly in the field of quality production, gene and animal welfare
requirements, environment friendly methods, busirke®wledge;

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

Operational targets:
» 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 puwaile by farmers and their
families in order to earn supplementary income.

Description of the measure:

Within the measure, only such vocational trainingn cbe supported, which
provenly contributes to the development of the pational skills an competence of
farmers and of other persons involved in agricaltactivities and forestry. This also
includes targeted — EU knowledge — training fockesis and trainers, which is not part
of the general educational system funded by theofi@an Social Fund under the
Human Resources Development Operational Progranmriiee dperational Programme
for Regional Development.

In particular, the measure supports training infélewing technical fields:

» ecological and organic farming, including farmingthwuse of manure and
pesticides in a way that ensures soil- and wateteption;

* production methods ensuring environmental protactmd conservation and
enrichment of the landscape;

* management methods in forestry and fishery;

» farm management skills;

» the agricultural system of the European Union, k&g systems of the CAP,
regulations related to production;

» alternative, complementary income earning oppotiemfor those living in rural
areas;

» special demands of Roma communities involved iicatjural production;

* mainly small-scale and farm food-processing withsideration of food-safety
requirements.

In the case of state accredited basic-level coumesourse modules providing
vocational qualification according to OKJ (Natioriakt of Qualifications) standard
(See Annex VIII.9.: The levels of vocational edumatin Hungary), the EU/CAP
regulation on the relevant field is part of thermudum in every case.

4 Activities

(Related intervention area code:
113- Agriculture-specific vocational training;
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128 Forestry-specific vocational training)

a. While keeping in mind the global, specific and @tiemal targets of the
measure, and giving priorities to the technicaldBelisted above, the
applicant surveys the training needs of farmers dtirer potential
beneficiaries) in a given area and submits theiegn including the
results of the survey, the number, types, scheduldsstimated costs of
the training courses to be implemented in accorelamith the training
needs. In order to meet the training needs of dnmdrs, the applicant
can choose courses from the National List of Qualifons, the
requirements of which is set in ministerial regualas. In the case of
special local needs, which cannot be satisfied by af the above
courses, the applicant can himself/herself worktbatplan of a course.
Every course has to include the relevant EU/CAP ulegmpns,
particularly those related to environmental, focafesy and animal
welfare issues. In every case the application basontain the time
schedule, the training program and the examinagomirements of the
courses, in order that they can be monitored. limportant that the
courses planned by the applicant - within the aldoameworke - meet
the actual training needs of the farmers, othenthgeattendance of the
courses cannot be ensured, and the applicant will raceive any
reimbursement for his/her costs. Applications avaleated by the
Agricultural and Rural Development Agency on thesibaof project
selection criteria listed below (in point 7.). Thamework, objectives
and priorities of the calls for tenders for the sw@a are provided by the
Managing Authority, benefiting the farmer. Decision the applications
iIs made by the Managing Authority, meaning thatttaening needs are
decided by the MA.

b. The winning applicants advertise the trainingrses for the farmers (or
other potential beneficiaries), who are enrolledh® course in the order
of their registration. The participants of the @mg pay the winning
applicant 10% of the cost of the training courseépt for the members
of Roma communities). The winning applicants corglde training
project, then submit the documentation of the cemifist of participants,
the lessons held, etc.) as well as the invoiceshirreligible costs of the
training project.

c. The winning applicants are reimbursed to 90%1@% in the case of
special Roma courses) of the eligible costs. Nmbbersement will be
paid for costs not directly related to the trainipgpject or used for
financing the applicant’'s own development. Throtigls procedure it is
ensured that the support is used for the farmarsl pther beneficiaries’)
further training and retraining.

5. Form of assistancenon-repayable assistance.
6. Rate of assistance:
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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%

Upper limit of assistance for one course: HUF 100,(pberson (€ 392/person); for one
contract maximum of HUF 90 million.

Eligible costs:
The assistance may be used for:

» compiling and copying teaching materials;

» travel costs and fees of teachers, trainers engagehle training, and their
appropiate EU further training (the latter cannatezd the 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 trainingolvhs necessary for the training
course (travelling expenses, costs of materialsusedf machines);

» covering the costs of the examination or other sssent of the participants’
acquired knowledge.

Costs of investments and those of the substitaisymmodation and boarding of the
participants of the training are not eligible untlés measure.

7. Criteria for the selection of projects
Eligibility criteria:

» the provider of the training is a natural or legatson 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 Wwifexdge and CAP
regulations, as well as special knowledge specifieder 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 100vqi&r limit;

» the training courses planned in the applicationtardee 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 ordridgvel;

» the training program contains the EU agricultuaremy and CAP knowledge
but is not part of the traditional (school) educasl system;

» the application contains at least 10 training cesirsn the case of intervention
area code 128 at least 2 training courses, 40-d€6bhs per course, and each
course has 20-40 participants;

L The amendment of this Act (no. 106. Act of 2008.3.§ (1) b) sets the provision that the aduiniray
activity implemented in the territory of the Hunigar Republic by foreign organizations or persons is
also governed by the said Act.
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applicants should respect the pertinent provisairthe European Communities
and the Hungarian legislation on the security efilorkplace;

the training program is in connection with one mreMARDOP priorities;

no support may be given in respect of work alreddgun or activities
undertaken before an application for support asl fraperly been submitted to
the ARDA.

Selection criteria:

the standard of personal and material conditionth@ftheoretical and practical
training;

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

the training being conducted in an agricultural isag being in critical
employment situation according to Government Reguia64/2004 (IV. 15.);

in the course of the project implementation theliappt takes into consideration
the special needs of the target groups of equabrbpmty 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 aimed at the improvemehtthe opportunities and
supplementary income earning of women living irafareas;

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

references of previous trainings of the organisatiodertaking the training,

the proportion of young farmers or women takingt parthe 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 redugette) training from natural or legal
entities who receive the support as reimbursengarthéir eligible costs.

10. Final beneficiaries:Agricultural and Rural Development Agency
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11. Share of the measure from ARDOP budgett.09%

12. Financial plan, 2004-2006

Assistange_ to wcational training €, current prices Million HUF, current prices
and retraining ' (€=255 HUF)

Year 2004 2005 2006 Total 2004 200p 2006 Total
Total cost 1492834 2131263 965109 458920 381 543 244 117(
Total public participation 1492834 2131263 965109 4589204 381 543 244 117
Total EU assistance 1119625 1598447 723831  344190| 286 408 185 874
ERDF assistance 0 0 0 0 0 0 0 0
||ESF assistance 0 0 0 [0 0 0 0 Qg
||EAGGF assistance 1119625 1598447 723831 344190) 286 40§ 18§ 874
FIFG assistance 0 0 0 q 0 0 0 Qg
Total government participation 37320 532816 241278 114730] 95 136 62| 293
Central government participation 37320 532816 241278  114730) 95 136 62 293
||Regiona| participation 0 0 0 q 0 0 0 0
||Loca| participation 0 0 0 G 0 0 0 0
||Other public participation 0 0 0 0 0 0 0 0
||Private funds to be declared

||EIB loans 0 0 0 q 0 0 0 Qg
Other private funds not to be

declared 165871 236807 306799 70947 42 60 78 181

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

Unit Frequenc
_Ty_pe of Indicator (;urre_nt Target Data qof ’
indicator situation source ,
measuring
Number of teachers having received further trainmetated to EU person 0 230
(persons)
Number of organised training courses piege 0 800
Number of farmers having improved their farming VWedge (and their person
. - 24,000
proportion) by training branches
* EU agricultural economy knowledge, CAP regulations person 0 20,000
e Environment protection, “Good Environmental Corafis.” person 0 14,000
0 out of which: crop production, horticulture persgn 0 8,000
0 animal breeding, livestock keeping person 0 6/000
Output * Animal welfare person 0 6,000 At the time
e Food-safety person 0 2,000 of checking
» ecological production, organic farming person 0 2,000 on
e business and farm management training person 0 4,000 Arpa | Completing
« opportunities of alternative income earning person 0 1,500 each
Number and proportion of young farmers (under 48rgehaving received person vocgt[onal
further training and retraining 0 7,500 training
Proportion of women out of farmers having receifedher training o % 0 15 project
retraining
Number of Roma people taking part in agriculturaining person 0 900
Result Number of those having completed the training cesissiccessfully person 0 20,000
Proportion of those having completed the trainingrees successfully out jof % 0 83
the total number of participants
Increase of the number of those having OKJ qualifinis person 0 15,000
Impact Improvement of the qualification of women living mral areas and of person 0 5200
disadvantaged minorities (Romas) and of handicappegle. '
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14. Horizontal objectives:

Environment The majority of the planned training courses contehowledge on
environment friendly and sustainable farming meth@$ 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 bggheulture will diminish.

Equal opportunityequal opportunities are fully ensured as statedrieefo
15. Legal ground of assistance:

The measure is to be subsidised on the basis @ié\& Title I, Chapter Ill of Council
Regulation 1257/1999.
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111.5 IMPROVEMENT OF PROCESSING AND
MARKETING OF AGRICULTURAL PRODUCTS

1. Measure: 2.1 Improvement of processing and marketing oicatjural 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 Hungariarc@tural 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@nmower and good production
traditions, has a good chance to keep its exigtrngijgn markets, improve the standard
of local supply and provide predictable conditiamsl stable marketing possibilities for
producers.

Utilisation of opportunities is hindered by finaakitechnological and technical
problems and also by the little willingness of #rgerprises to cooperate. The aim of
the measure is to eliminate these problems, Theathw@bjective of the measure is to
improve the competitiveness of the enterprises. @iamce with EU standards and
economic viability are prerequisites of the support

Main strategic elements providing basis for the suea:

Technological modernisation ofood processing without increasing primary
processing capacities. Increasing concentratioallpato 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 wasttissation. Establishment of sales
associations, production brand associations andrralg associations, provision of
necessary technical conditions.

Objectives of the measure:

Global targets:
* toimprove the earning capacity of agriculturalgwotion and processing,
» protection of the 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,
» toimprove 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 ,

* improvements serving the production of new, higlpeocessed innovative
products

» production development projects which help the tatagm to various sales
channels,

» development projects related to food safety anditguacluding organic and
ICM products,

» development and modernisation projects within thecgssing plants for
reducing the impact on the environment, aimingaetiieving better waste
management

» development projects improving working conditions.

Description of the measure:

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

In the framework of the measure those developmeiitgeceive support, which
reach at least one of the above targets. In thenewsork of the measure all
improvements are eligible for support that aretegldo the processing and marketing of
the products listed in Annex | of the Treaty exdeptfishery products.

The supported investments cannot expand the exiptiocessing capacities at the
national level of those products on which Commonkda Organisations impose any
restrictions or limitations. No support for enlargi storage capacities involved in
market intervention measures can be granted. Supalso excluded or restricted for
sectors with surplus capacities and for productechvido not show sufficient market
prospects. The applicants should indicate theisteyj capacities and the planned
changes, as well as the capacity utilisation. Traet@ should be verified by AKII
(Research and Information Institute for AgriculluEeconomics), and checked by the
ARDA during the evaluation of the applications aadthe ex-post checks of the
projects.

As required by Council Regulation (EC) 1257/1999,dranting support under this
measure the processing units shall comply with mimn requirements in the field of
environment, hygiene and animal welfare. In Annéi.¥. Table 1 is introduced which
indicates theminimum requirements to be respected according to Hungarian legislation.

According to Art. 28(2) of Council Regulation (E8)17/2004 the period of grace
which the Member States may grant in which to cgmpith newly introduced
standards may not exceed thirty-six months from daée on which the standard
becomes mandatory for the small processing unéblel2 in Annex VIII.7. shows the
end of such periods of grace. At the same timéhepreamble of Regulation (EC) No.
567/2004 states: “as a result of accession, farnmeithe Czech Republic, Estonia,
Cyprus, Latvia, Lithuania, Hungary, Malta, Pola®lovenia and Slovakia must deal
with a large number of new standards based on Caontynlegislation which they have
to respect from the date of accession or at tlee tite. It is essential to provide support
to cover at least a part of the cost of investmestsired to meet those standards.”
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Project types:
1% project type (‘small project’) that meets all betfollowing conditions:

» sum of the eligible costs is between HUF 30 andrhdlion;

* it does not aim at increasing capacities that abgest to restrictions;

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

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

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

sector.

The F'type of projects shall be evaluated at regionatlle

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

» sum of the eligible costs exceeds HUF 100 million;

* it aims at increasing capacities that are subgcestrictions, compensated
in parallel by the same or larger reduction in cégya

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

These projects are complex in general; their impletation has an effect on the
market conditions of the product chain and/or tinecsure of the sector, which

exceeds regional level. During their evaluationcpss the situation of raw
material supply, the domestic and export markesipdgies, as well as the

changes in processing capacities with special ctdpethe so called sensitive
sectors and to those having excess capacitiescsbeulaken into consideration
at national level. These view points shall be eatd centrally by the ARDA.

Sectors eligible for support

Within the main sectors listed belowinvestments related to processing products listed
in Annex | of the Treaty establishing the Europ€&ommunity (Consolidated version,
1997) can be supported.

Sectors to be supported are the following:

Meat
* Meat processing
* Production of meat and poultry products

Supported investments

Modernisation of the slaughtering, cutting and psstng technologies.
Establishment of the conditions of traceability, ppovement of quality and
production safety. Improvement of competitivenessough the increase of
efficiency and the reduction of production cosiscreasing the selection and ratio
of products that are under voluntary quality cerdifion systems. Reduction of the
impact on the environment, Improvement of the coos of by-product and waste
management.

Excluded investments
* Investments on the slaughter of cattle.
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* Investments that result in the increase of pig giéering capacitiegxcept
where they are aiming at winding up of obsoletegier houses and replacing
them with the same or a smaller processing capagiyncentration,
specialisation)

* Investments that result in the maintenance of me@ditiesexcept if they are
aiming at the separation of slaughtering and pingsof different animal
species (pigs, cattle, sheep), provided that thggna slaughtering capacity will
not grow.

Milk and dairy products
* Production of milk products

Supported investments

Improvement of efficiency and competitiveness inlesrto retain domestic
market positions. Increasing the selection of biodpcts. Increasing the ratio of
high-processed products. Reduction of the impacthenenvironment through the
spreading of best 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 potgl except: investments
aiming at the creation of innovative, new produtttat meet new customer
demands; the processing of organic and qualitglypts as determined by
Community requirements.

* Investments that exceed the overall amount ofréfexence milk quotas that the
suppliers of the processing plant dispose with.

* Investments aiming at producing imitates or subtg# 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 costeréasing the selection and ratio of
products that are under voluntary quality certifma systems. Reduction of the
impact on the environment, improvement of the comaé of by-product and waste
management.

Excluded investments

* Investments that result in the increase of poutayightering capacitiesxcept
where they are aiming at winding up obsolete slgerghouses and replacing
them with the same or a smaller processing capagiyncentration,
specialisation).

* Investments that result in the maintenance of me@ditiesexcept if they are
aiming at the separation of slaughtering and pingsof different animal
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species (different kinds of poultry), provided thhe 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 hmg technology of min. 150 tons of
wheat pro 24 hours capacity (equipment and buildingecessary). Modernisation of
parts of milling technology with replacing obsoleequipment. Strengthening
integration in order to improve quality and enssgeure basic material supply.

Restrictions

* Investments can be supported only if they aim attrdouting to better
quality/efficiency and if they do not result in neasing the quantitative capacity
of the concerned factories except where an increase in capacity is
compensated by the same reduction in capacityy(er 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 sufgubexceptif they aim at
establishing a capacity necessary for and not elxogehe own basic material
supply of the mill.

Oil seeds

* Production of raw vegetable oil
* Production of refined vegetable oil

Restrictions

» Allinvestments are excluded except investmentssexhin 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 oellasige 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 quahégulation of feed components and
inner values. Reduction of the impact on the emwirent.

Restrictions:

* Investments can be supported only if they aim attrdouting to better
quality/efficiency through animal breeding-feedimgegrations, and if they do
not result in increasing the quantitative capaatythe concerned factories —
exceptwhere an increase in capacity is compensated dgdme 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 excludedeptif they aim at establishing
a capacity necessary for and not exceeding thelbmasit 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 cbima taking into consideration the
changing consumer demands. Strengthening theoredaip with suppliers.

Excluded investments

* Investments related to tomato paste, peeled tomwadoother tomato products
that would increase the global capacity of the gusitpulated in the relevant
CMO.

* Investments to market products supported by thié md vegetable common
market organizations.

Wine

* Wine production

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

Excluded investments:

* The processing capacity shall not be increasedrueyloe existing production
volume of quality wine.

* No investment aiming at producing table wine argilae.

Other products

* Production of spices
* Honey production
* Natural vinegar production

The restrictions above do not apply to investmethist aim exclusively at the
improvement of hygienic conditions, the animal Heand the condition of animal
keeping, the quality and safety of products, theirenment protection and related
infrastructure. (‘Investments aiming at the welfarfepeople and the safety of their
environment’ as per chapter 4 ‘Supported investsigent
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Capacity

Each applicant has to attach to the applicatiorerification of the Research and
Information Institute for Agricultural Economics KAl) which confirms that:

a) The beneficiary fulfilled the requirement of Gowvesnt Decree 155/1998
(IX.30) concerning the obligation of the yearly ogfpon the capacities and

b) The planned investment does not result in capaoityease, which is under
restriction

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

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

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

4. Supported investments

In the framework of the measure the developmerihefprocessing and marketing of
agricultural products can be supported, as listdadvin.

Investments aiming at improving competitiveness:

Restructuring
* to develop the economical production size of congsmanby increasing
production capacities and by the simultaneous detmayof surplus capacities,
» developments promoting specialisation.

Modernisation and reduction of production costs

* to modernise outdated technologies, replace maslainé equipment,

* to introduce new efficient technologies (with awi& the better utilisation of
materials, place, energy, water and labour),

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

» to modernise, create primary by-product treatmert processing capacities
connected to the technology,

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

» to introduce integrated corporate management systeeveloping/introducing
technical (IT) background for integrated corpomatEnagement systems).

Production of new products with a higher added ealu

* 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, mogaaking systems,

» development projects assisting the corporate inimvactivity,
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Adaptation to various sales channels
* to introduce flexible production systems,
* up-to-date finished product store and dispatchesyst
* to create the technical conditions for the opematmf sales associations,
production brand associations and regional logasgenciations.

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 gyoducing foodstuffs
(purchase of non-technological equipment and deyioceitdoor-, 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 technicabdmns of quality certification
e putting raw material qualifying systems into ope&mat and improving the
existing ones,
» establishing and developing on-plant laboratorievisg the performance of
quality and food safety tests, procurement of mmaguand checking
appliances, foreign material detectors .

Development and modernisation projects within thecgssing plants serving for the
abatement of the load imposed on the environmeing better reduction recycling and
management of wastes
* investment projects serving the prevention andeabant of pollution emitted
into air, water and soil, and the noise load,
* preventing and minimising the production of wastes
* managing, processing and recycling wastes.

Improvement of working conditions

* investment projects serving safe performance okwibre protection of health
and safety of the workers and the improvement okug conditions,

» development projects serving the in-house vocatiaaing/further training of
staff. (Purchasing equipment and fitting up spacerhining of employees {e.g.
training relating to hygiene, safety, working methtechnics/technologies
applied 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 improvemermoipetitivenessshare of public
funds shall be 40%.

In case of investments solely aiming at the imprer@ 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.
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The upper limit of the total assistance for onejgmbis: HUF 500 million (€ 1960
thousand).

Part of eligible costs that are in excess of th@stence must be financed from own
sources. The total amount of own sources may doofsexternal sources (e.g. loans).

Eligible costs:

a) construction and acquisition of real property etakro 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, emrgirand consultants,
purchase of feasibility studies, patents licenceaddition to the expenses
referred to in clauses (a) and (b) and up to notentban 12%. For the
development of new technologies as referred todaradraph 4 of Article
25(2) of Regulation (EC) No 1257/1999, the ceilocan be increased up to
25%.

7. The cumulation of the Agricultural Development LoanProgram and the Credit
guarantee scheme with ARDOP

The Agricultural Development Loan Program (ADLP)agted in conformity with
Regulation (EC) 1/2004, which was published on thebsite of the European
Commission under reference number XA67Gpplies to the production and first-stage
processing of agricultural products and to servieésted to agricultural products.

The Agricultural Development Loan Program offersadt loan granted through an
exchange rate guarantee that may also be assowidled credit guarantee provided by
the Rural Credit Guarantee Foundation and Crediréhtee Co. Lté/Credit
Guarantee Lt& The credit guarantee scheme has been communidatethe
Commission in due time as required by Chapter 4ritAdfural legislation” of Annex
IV to the Act of Accession of Hungary and is therefdeemed as an existing aid.

Granting authority for Agricultural Development lo®rogramme: Magyar Fejlesztési
Bank Rt. — MFB (Hungarian Development Bank Inc.)dhi& street 31., H-1051
Budapest, Hungary

Granting Authority for the credit guarantee schergrar-Vallalkozasi Hitelgarancia
Alapitvany - AVHGA (Rural Credit Guarantee Foundatiand Credit Guarantee Co.

Zhttp://europa.eu.int/comm/agriculture/stateaid/eptom/xa605 _hu.pdf

For additional information on the scheme, pleaderrto the website of the Hungarian Development
Bank: http://www.mfb.hu/index.php?pageid=512

2 http:/lwww.avhga.hu/

24 http://www. hitelgarancia.hu
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Ltd.) Kalman 1. street 20., H-1054 Budapest, Humfjditelgarancia Rt. (Credit
Guarantee Ltd.) Szép u. 2. H-1053 Budapest, Hungary

The ADLP and the credit guarantee is cumulated wighassistance under ARDOP as
follows:

The beneficiaries of the ARDOP who fulfill the reéspment of Regulation (EC) 1/2004
(small and medium-sized enterprises active in tioeymction, processing and marketing
of agricultural products) may also apply for the ridgltural Development Loan
Program. The ADLP may be complemented by the ciguirantee provided that the
conditions set by the Rural Credit Guarantee Foumnland Credit Guarantee Co. Ltd
(AVHGA)/Credit Guarantee Ltd. (Hitelgarancia Rtheamet. For any cumulation of
assistance the following conditions shall be met.

SMEs who receive support under this measure maylatenthe aid with the soft loan
with or without the credit guarantee up to 50% lod total eligible cost, provided that
the maximum aid intensities for the cumulated &sste respect the provisions of
Commission Regulation (EC) 1/2004.

In any event the maximum aid intensities for thenalated assistance shall respect the
provisions of Commission Regulation (EC) 1/2004.

The procedure of applying for the ARDOP support tredassessment the aid intensity
of the cumulated assistance:

1. The applicant submits her/his project applicationthie ARDA also
indicating that he/she intends to benefit from tAgricultural
Development Loan Program with or without the crgdiarantee.

2. After the process of evaluation the applicant getsotification from
the ARDA that the project has been selected for SRIupport .

3. With the notifying letter by the ARDA the applicagbes to the MFB
Bank and if relevant, to the AVHGA or to Hitelgacien Rt, where
he/she gets a statement on the total aid contetiteo$oft loan and/or
the credit guarantee from which he/she will benétihe contract with
the ARDA is signed.

4. With the statement(s) the beneficiary goes to tRDA for signing the
contract. At this occasion she/he must submit gestant saying that
she/he will use the soft loan offered by the MFHIaif relevant, the
credit guarantee offered by the AVHGA or HitelgaranRt.

5. ARDA checks that the total cumulated aid level eetp the limits of
the aid intensity set by Regulation (EC) 1/2004 #mel contract is
signed by both parties
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8. Criteria for the selection of projects

Eligibility criteria:

Special eligibility criteria related to the applicants:

The plant involved in the investment shall complghwiood hygiene, animal
welfare and environmental regulations. (The relévational legislations are
harmonized with the Community legislation).

Reports and data presenting the actual situatiah raigd-term targets of the
company justify the viability of the company. Inder to determine viability, the
followings are examined and evaluated: the produactcondition of the
enterprise, raw material supply, the position ofesgolicy on quality, the
situation of the environment and employment, tharicial-economic indices of
the enterprise (the earnings after taxes of thepmgwious closed business years,
ratio of own capital within resources, rate of ldjty, asset proportional
profitability, own capital proportional profitabiyi labour proportional
undertaking income).

The applicant has no unfinished project supportedhe framework of the
measure: No new assistance contract may be comkcluidle the beneficiary of
the assistance till his/her preceding project sugpoin the framework of the
measure is closed except that a supportable ineestis implemented in joint
venture. In this case it is accepted if a jointtper- whose share in the
partnership is not bigger than 25 % has an unfedsiproject within the
framework of the ARDOP. The above statement dogésmply to unfinished
projects supported under the SAPARD programme.sknvents once supported
by the SAPARD programme cannot be supported uteéeARDOP.

Applicants should respect the pertinent provisiohthe European Communities
and the Hungarian legislation on the security efulorkplace.

No support may be granted in respect of work alyebdgun or activities
undertaken before an application for support ha&n pgoperly submitted to the
ARDA.

Special eligibility criteria relating to the application:

The application shall comply with at least oneha bbjectives listed in point 3.
The investment project should contribute to thermapment of the situation of
the particular agricultural production sector. fiogld provide an appropriate
share of the economic profit for the producers abit products (Council
Regulation 1257/99 Article 26, Paragraph (2)). Timay be verified by the
following: contractual agreements, preliminary caaots, letters of intent
concerning the supply of raw material.

If the project is operated by an agricultural prostulicensed to carry out
processing activities he/she must purchase more2% of the consumed raw
material from another primary producer. (In theeca$ projects operated by
producer sales organisations and co-operativesomdition does not apply).
The applicant must provide sufficient evidence thegppropriate sales
opportunities are available to the products coreeiy the development project
(Article 26 (3) of Council Regulation 1257/99). $hnay be certified by means
of the following: contracts, preliminary contractgtters of intent with the
distributors, in the case of new products markelyem®s and forecasts prepared
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by official or professional organisations, marketalgses prepared by an
independent expert.

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

The investment should comply with the restrictiaarsd limitations resulting
from the CMOs and the structural and market passtiof the individual sectors.
Investments of retail level are not eligible fopport.

Selection criteria:

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

During the selection, evaluation and scoring ofliappons the following criteria shall
be take into account:

1. Evaluation of present situation and mid-terngess of the company

production conditions and development strategy;
raw material supply;

market possibilities, marketing strategy;

quality policy, quality strategy;

environment protection, environment strategy;
economic, property and financial status and styateg
human resources, human strategy;

2. Evaluation of the project

Existence of management/professionals responsiblm&naging the project;
Justification of the investment;

Meeting the operative objectives of the ARDOP;

Content and up-to-dateness of the investment;

Economic/financial evaluation of the investmentifesfor money, returns etc.)
Linkage with other projects;

Sustainability of the project;

Horizontal issues: impact on the environment, angétaving jobs, equal
opportunity.

3. Sector/national level evaluation of large prtgec

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 ratproduction and the
processing plant;

Impact of investment on regions of different unemyphent 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 carriatiugpon points 1 and 2, the evaluation
of large projects shall be done upon points 1,&23n
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9. Intermediate body: Agricultural and Rural Development Agency

10.Recipients (Beneficiaries): Eligible for support are legal entities, economic
organisations without legal entity and their asgtons that are registered and operating
in Hungary, if the assisted investment is realisedHungary and have a licence for

operation in the agricultural processing sectoxedpt the processing of fish) listed in

Annex I. of the Treaty, and complies with the nasibrequirements.

Registration does not involve any requirent of owadility or residence in Hungary but
only the establishment in the country. It is notuieed that the beneficiary is of
Hungarian nationality or resides in Hungary, howeviae beneficiary has to have an
establishment in the country (registered officeatiad administration or principal place

of business), or a secondary establishment (ageb@nch or subsidiarity) at the

settlement concerned by the project.

11.Final beneficiaries: Agricultural and Rural Development Agency.
12. Share of priority/measure from ARDOP budget:14%
13. Financial plan, 2004-2006

Improvement of processing and

Million HUF, current prices

marketing of agricultural €, current prices (€=255 HUF)
products

Year 2004 2005 2006 Total 2004 20056 2006  Totgl
Total cost 13839815 19758580 25598500 5919689 3524 5038 6528 1509
Total public participation 13839815 19758580 25598500 5919689 3529 503§ 6524 1509
Total EU assistance 10379861 1481893 1919887H 4439767 2641 3779 48964 1132]
ERDF assistance 0 0 0 g 0 0 0 Qg
||ESF assistance 0 0 0 g 0 0 0 q
"EAGGF assistance 1037986]L 14818935 1919887H 4439767 2641 3779 48964 1132]
FIFG assistance 0 0 0 [0 0 0 0 0
Total government participation 3459954 4939645 6399625 1479922 883 1260 1632 3774
Central government participation 3459954 4939645 6399625 1479922 883 1260 1632 3774
||Regiona| participation 0 0 0 q 0 0 0 0
||Loca| participation 0 0 0 [0 0 0 0 0
||Other public participation 0 0 0 [0 0 0 0 0
||Private funds to be declared

||EIB loans 0 0 0 g 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 adécative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Riogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator of 255.
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14.Monitoring and assessment indicators

Type of

Data

Current

L2 Indicator o Target
indicator source | situation
Number of accepted applications (pcs) ARDA 0 200
Number of assisted projects broken down accordirgperational targets (pcs) ARDA 0
» development projects serving restructuring ARDA 0 20
» development projects serving the improvement afdennisation and the reduction |#RDA 0 55
production costs
* improvements serving the production of new, highrecessed innovative products ARDA 0 35
» production development projects which help the tatagm to various sales channels ARDA 0 15
» development projects related to food safety anditgyuacluding organic and ICM products | ARDA 0 35
» Encouraging the better utilisation or eliminatiohby-products and wastes development g@hidDA 0
modernisation projects within the processing plafds reducing the impact on the 25
environment, aiming for better waste management
» development projects improving working conditions ARDA 0 15
Output Number of assisted projects broken down accordirggttors (pcs) ARDA
° Meat ARDA 0 45
* Milk and dairy products ARDA 0 25
* Eggs and poultry ARDA 0 30
» Other animal products ARDA 0 5
» Cereals ARDA 0 15
e 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 entespriggementing developments (%) ARDA 2
Increase in the value of agricultural products pased by enterprises implementing diffef@kRDA 6

investments (%)
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15. Horizontal objectives:
Environment: Observance of environmental regulations is antelity criteria.
The support level of environmental investment prtgevill be higher.

Equal opportunity:

Equal opportunities are fully ensured as it idestebefore. The submitted applications
are selected under equal conditions.

When choosing from applications with the same sctrese applicants are giveb
perefernec, who at the planning stage of the pr@ed its implementation, takes into
account the special needs of women, roma peopldandicapped people, as welll as
ensures their accessibility to the physical envirent.

In the case of the national and regional levelguty that improve in the first place the
employment of Roma people, a supporting declarajigan by the county network of

the State Roma Self-Government, in the case ofamdgron and settlement level
projects a supporting declaration given by the Lét@ama Minority Self-Government

could be mean an advantage. In those microregiettiefments where a Local Roma
Minority Self-Government doesn’t exist, those apalits who intend to apply for
applications in connection with the employment adni& people could request a
supporting declaration from the competent countijwoek of the State Roma Self-
Government.

16.Legal ground for assistance

Articles 25-28 of Council Regulation 1257/1999.
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111.6 EXPANSION OF RURAL INCOME EARNING
OPPORTUNITIES

1. Measure: 3.1 Expansion of rural income earning opportunities

3.1.1 Diversification of agricultural activities @mactivities related to agriculture

3.1.2 The marketing of quality agricultural prodsjct

3.1.3 Encouragement of tourist activities,

3.1.4 Encouragement of craft activities relatetatans

2. Intervention area code:

1304 The marketing of quality agricultural produ(i9%)

1307 Diversification of agricultural activities aadtivities related to agriculture (30%)
1310 Encouragement of tourist activities (46%)

1311 Encouragement of craft activities relatedatonts (5%)

3. Description of the measure:

Justification of the measure:

In rural areas, the number of job opportunitiessiié agriculture is low, which is
worsened by the fact, that employment within adtioe is reducing. The employment
situation in rural areas is worse than the natiomakrage (higher rate of
unemployment). The income level in agriculture he fowest among all economic
sectors and the differences are growing. The lef/@rocessing and local added value
of agricultural products is low, the range of prouis poor and the characteristics of
the areas enabling product diversity (energy ptaota, region-specific products). The
quality of local products is uneven and low, thare few local products having quality
certification. Marketing channels for local qualé@gricultural products are missing. The
standard of product marketing and producers’ margeknowledge is poor. The
utilisation of landscape, natural and cultural eslwf the rural areas for tourism is low.
The quality and capacity of village accommodatiod sourist services is low. Valuable
artisan traditions still exist in rural areas thregervation of which is a vital element of
tradition keeping, employment and the area’s irdiiai character.

Target of the measure:

Global targets:
» to preserve and create jobs,
* to maintain and increase the economic viability #raincome/revenue level of
rural enterprises,
* to create wider sources of income earning oppdrami
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Specific targets:
» to develop the quality and range of local prodsets/ices,
* toincrease the efficiency of marketing,
* toincrease the added value of local products

Operational targets:
» to diversify agricultural activities:
- to develop the production and processing of higahtulocal agricultural
(food and non-food) products, encourage the praclucif quality products,
» to market quality agricultural products,
« to establish and develop the marketing instrument$ sales channels of
local quality agricultural products (food and naod),
* to develop tourist, craft and small-scale indukadivities,
« to develop craft activities,
- to develop rural and agricultural tourism.

Description of the measure:

The measure focuses on rural areas in the narreemse (settlements with a
population density less than 120 head$/lmwith a population less than 10.000). The
measure aims at expanding the range of agriculan@inon-agricultural activities, with
special emphasis on specific, excellent qualitydpots that are not necessarily of
agricultural kind, and the production and procegsihfood and non-food products, as
well as on the improvement of the marketing posisds of the produced goods.

Geographical coverage of the measure:

Eligible settlements are those, where populationsiyy does not exceed 120
persons/km and whose population does not exceed 10,000 perghist of eligible
settlements is included in Annex VIIl.4.).

4. Submeasures
4.1 Submeasure: Diversification of agricultural adwities:

Intervention area code: 1307 - Diversification ajrigultural activities and activities
close to agriculture, to provide multiple activiier alternative incomes

Activities:

1.) Development of small-scale production of regspecific, market niche
products, including: food and non-food, (amongstcwhrenewable 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 for game park, game preserve)

» Herbs, spice and aroma plants (collection, growprgparation for sale, except
for red pepper)
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* Plantations: walnut, chestnut, peanut, almond,aciyrraspberry, blackberry,
elderberry, gooseberry, traditional species (inetuih the list of Traditions —
Tastes — Regions as traditional species) of cheowy;, cherry, plum and apricot.

* Mushroom (collection, preparation for sale)

* Snail (breeding and preparation for sale)

» Forestry by-products and other plants (collectiod preparation for sale)

» Other forestry fruits: cranberry, buckthorn, whigelm, cornel cherry, quince,
medlar, rose (rosehip), lavender (collecting, grayvipreparation for sale)

* Energy plantations

» - perennial herbage: Hungarian brome, reed canassgChinese reed

» - woody energy plantations:

* Energy wood

* Energy wood plantation

* recropping energy wood plantation

= shooting energy wood plantation

The characteristics of the supported new activides small-scale, labour intensive,
resulting in other then agricultural mass produdise products eligible for support
under this submeasure are listed below and excluddaus support of measure
"Investments in agricultural holdings"

2.) Development of small-scale processing of rawteni@ for food and non-food
products, widening the selection of products - as ds some food products are
concerned, due to an integrated approach beingwied, which would make it difficult
to split the projects aiming at diversification @ea requirement that minimum 20% of
the raw material of processed products should cfvora another farm, or processed
collectively with the co-operation of farmers. Inyaevent, for farm investments the
same eligibility conditions as stated under measUrwvestment in agricultural
holdings” will apply.

3.) Improvement of product quality, design and @agkg (development of packaging
technology, design and improvement of appearantie¢. aim of the support is to
comply with binding standards and the quality destion systems for SMEs.

4.) “Product development by improving product qualiintroducing new quality
schemes, brands, trademarks, setting-up of prquodiiction demand systems (Terms
of References) and ensuring the compliance with @kisting ones recognised at
European level (Council Regulation 2081/92 and 2@BRand at national level (for
which the criteria indicated in Council Regulatibn83/2003 will apply)”. According to
the text of the ARDOP, the above development ptsj@oncerning food-products,
which already have been registered under one adttbmes below.

Quality schemes regulated in Hungary in accordanith Commission Regulation
(EEC) No 2081/92 (EEC) No 2082ARand (EEC) No. 2092/1991 and other national
schemes for which the criteria of Council Regulat{BC) No. 1783/2003 apply:

%% which were repealed and substituted with CouneijiRations No. 509/2006 and 510/2006.
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a.) Act 1997/XI1 on the protection of geographical cations and designations;
implementing rules: 78/2004 Gov. Decree, 16/200i84ty of Justice
Decree

b.) 58/2004. MARD Decree on the specific charactemafgnicultural products and
foodstuffs (the Hungarian wording of the legislatis: “special traditional
characteristics”)

The operational duties of the certification systésnconveyed by the
MARD, in assistance with the Hungarian Council Reotection of Origin.

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 Gesolution 87/1998.
(V.6.) on the detailed rules of protection of gexgrical indications and
designation of origin of agricultural and food pwats, and the MARD
Ministerial decree 1/1998 (1.12.) on the certifioat of traditionally special
characteristics of products. The above legislatiares fully in line with
Commission Regulation (EC) No 2081/92 and 2082/92.

The programme is professionally well establishedl atirected by a
National Council involving several MARD Departmentie Agricultural
Marketing Centre (AMC), other relevant ministries\aell as professionals
in the field of catering and trade, tourism, mediapd sciences,
anthropology etc. The programme was financed byrteach Government,
the Phare and the AMC. The collection is being tpgether according to
EU rules with the involvement of French and otheréxperts.

d.) 140/1999 MARD Decree onthe organic production, commercialisation and
indication of agricultural products and foodstuiifisplementing rule: 74/2004
MARD Decree.

e.) Points 25-27. of 2. § of Act XVIII. of 2004 on \@rgrowing and the handling
of wine,, that is, quality wines according to tr@ldwing national schemes:
quality wine produced in specific production areas)e of protected origin and
“Tokaji” speciality wines.
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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 indicated&i@ Regulation No
1783/2003.

Information, promotion and advertising activitiegymot concern commercial brands
owned by individual companies as promotion of aivildual product from a specific
producer.

4.2. Submeasure: Marketing of quality agricultural products
Intervention area code: 1304 - The marketing ofldquagricultural products

Activities:

Establishment and development of marketing instnimeand sales channels of
characteristically local, excellent quality agricwal products,

» support for the purchase of assets and/or spesd#iwices (not regarded as
current actual cost) helping the marketability eobdqucts acknowledged by
guality certification systems,

» establishing market outlets and networks specihlisethe marketing of local,
high quality agricultural and handicraft products.

* marketing of quality agricultural goods through amgsation of exhibitions,
fairs, collective (groups of individual producemving joint quality certification
or producers’, processors’ organisations), pamibgn, preparation of
publications, establishment and development ofssptEnts specialised in the
marketing of quality products etc..

Regarding small processing units investing in ortiercomply newly introduced
minimum standards Chapter VI. a, Paragraph 13 ofinCil Regulation 1783/2003 will

apply.

4.3 Submeasure: Encouragement of tourist and cra#ictivities

Intervention area code:
1310 - Encouragement of tourist activities,
1311 - Encouragement of craft activities relatedations

Activities:

1) Encouragement of craft activities:

* purchase of machinery and other equipment of heaaftienterprises, product
development, marketing,

» development of marketing activities in order to noe market access and sales
opportunities (marketing material, publications. etc

» establishment of exhibition rooms, workshops,

2) Encouragement of rural tourism:
» development of existing private rural accommodat{op to 10 beds per
accommodation), improvement of comfort rate,
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» establishment of new private rural accommodatiop (o0 10 beds per
accommodation),

» establishment and development of rural touristisesvdirectly connected to
private rural accommodation provision or farmingiaty with special regard
to:

» - traditional village catering and quality gastramoservices, (except catering
trade: pubs, restaurants)

* - angling-tourism services,

» - development of wine tourism and cultural tourigmfrastructure of wine
routes, tasting places, advertising materials etc.)

» - development of other sport and leisure-time @t

The demarcation between this measure and the Redimvelopment Operational
Programme and the Economic Competitiveness OpagdtiBrogramme financed
from the ERDF is as follows:

Handicraft activities:

» The ARDOP supports micro and small enterprisesymgshandicraft activities
classified in Annex | of XVI law of 1994 (list ofamdicraft professions). These
activities produce individual or small series proguwith small-scale method
and can be categorised as traditional handicrati, draft, folk-art or industrial
folk-art. The eligible activities are listed in Aex VII1.5.

» The listed activities are excluded from the Ecomn@ompetitiveness
Operational Programme. The Regional Developmentradpeal Programme
(OPRD) does not support development of such kind.

Tourism:

* For the development of tourist accommodation theisbdor separation is
Government Resolution No. 110/1997 on the utilgati of private
accommodatioff for tourist purposes and Ministerial Decree nd1938 on the
categorisation of commercial and paying gtiestcommodation and on the
qualification of rural accommodatiofisThese decrees form the legal basis for
the separation of commercial and rural accommondataiegories, on the basis
of which the exact separation of the measureseoflo OP-s can be done.

* In the case of tourist accommodation ARDOP suppanmsfarm tourist
accommodation and “rural accommodation” that isggte@ accommodation with
a capacity of up to 10 beds in location other ttiéias, tourist and health resorts
(frequented and non-frequented). The Regional Dgweent Operational
Programme supports commercial accommodation. Beenyst development or
tourist activity is obliged to be registered and alfied. One
activity/accommodation can only fall into one catggso that overlapping is
excluded.

% The category of private accommodation includes $wh-categories, the paying guest accommodation
and rural accommodation

%" Private accommodating activity with up to 10 pgoé accommodation in cities, in frequented resorts
and health resorts, in resorts or health resorts.

%8 private accommodating activity with up to 10 pka# accommodation in other places than cities,
frequented resorts and health resorts, resortealthresorts.
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In the case of the development of tourist servities, ARDOP supports services
directly related to the development of on-farm amel accommodation defined above.
The beneficiaries (rural accommodation provideesmers) are excluded from the
Regional Development Operational Programme touesdted service development
component.

5. Form of assistancenon-repayable assistance
6. Rate of assistance:

In the case of production and procession of touhahdicraft and non-annex |.
Products (which are not included in Attachments\Wild.5.) maximum support that can
be given to the beneficiaries falls under the “daimis” principle. The support based
on Commission Regulation No. 69/2001 can only bemias “de minimis” support if
the measure allocates state support for activikdsch are beside production,
processing and marketing listed in Annex | of thatcact.

Diversification of agricultural activities: (submeasure 4.1)

For investments in firms:

Share of public funds within the total eligible ta$5%.

The share of EAGGF within public funds: 75%.

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

Maximum total eligible cost of the development ase of investment: HUF 30 million
(€ 117640)

Marketing of quality agricultural products (submeasure 4.2)

For collective developmenshare of public funds as a general rule 80% eftttal
eligible costs. The share of EAGGF within publiadis: 75%.

In case of individual applicants for investmentsiims:

Share of public funds within the total eligible ta$5%.

The share of EAGGF within public funds: 75%.

For investments in firms, the contribution from 8&GGF may not exceed 35 % of the
total eligible cost.

Maximum total eligible cost of development in casenvestment: HUF 30 million (€
117 640), in the case of development not regardedhaestment: HUF 8 million (€
31 373)

Development of rural tourism and craft activities: (submeasure 4.3)

For investments in firms:

Share of public funds within the total eligible ta$5%.
The share of EAGGF within public funds: 75%.
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For investments in firms, the contribution from 8B&GGF 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 nolhi (€ 117 640)

Eligible costs:

In case of a submeaswdel diversification of agricultural activities:
Activity1-3:

* purchase of real property up to 10% of total cédstevelopment

» construction costs of the refurbishment and recaoson of existing buildings
and costs of building new ones, purchase of tecigndl machinery and
equipment,

* purchase and installation of technological maclyinequipment, assets (except
passenger cars),

 first procurement of the sto€kup to maximum 20% of the total costs of tangible
assets,

* general costs: engineer fees, elaboration of plarpert fees, purchase of
patents and licences, notary, public procuremests¢c@ne-time costs of tests
legally compulsory for introducing the product dre tmarket 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 showr stands for fairs, extra
costs arising from participation fee at occasidrade fairs).

Activity 4:

» cost directly linked to the development of new @iations, brands,
trademarks, setting-up of product/production demasy$tems (Terms of
References) in accordance with the relevant EUlatigns

o costs directly linked to national or Community leveecognition of
denominations of origin or certificates of spectltaracter.

In case of submeasu#fie2 marketing of quality agricultural products:

» costs of the refurbishment and reconstruction attexg buildings and of
building new ones for direct marketing of qualitpg@ucts

» purchase and installation of, equipment, assetef#passenger cars),

 first procurement of the stotkup to maximum 20% of the total costs of the
tangible assets,

29 One time procurement of stock that is needed ad groduction activity such as empties (reusable
assets for packaging and moving products, suclallety boxes, battles etc.), labels etc. Due ¢oldlv
liquidity of the micro enterprises, supporting fivet procurement of such material is essentiattot up
small businesses.

%0 One time procurement of stock that is needed act groduction activity such as empties (reusable
assets for packaging and moving products, suchabet® boxes, battles etc.), labels etc. Due ¢oldiv
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costs associated with the marketing of product(exetuding promotion costs -
up to 15% of the eligible total costs (market syrwmarketing and feasibility

study, design of products’ appearance, leafletydymt-specific mobile

showroom stands for trade fairs, sampling accessogxtra costs arise from
participation feeat occasional trade-fairs,).

general costs: engineer fees, elaboration of plasgert fees, public

procurement and notary fees, purchase of patedtiGances, one-time costs of
tests legally compulsory for introducing the produc the market up to

maximum 12% of the total eligible cost of the deyshent project.

In the case procurement of assets and/or servioat gupport the marketability of
products certified by quality standard systems,aoigation of exhibitions, displays,
fairs, preparation of display materials for uniforappearance at exhibitions, in the
case of participation:

costs of procurement of equipment and assets ragefes the organisation of
exhibitions, fairs and displays;

costs of preparation of publications for the margtof products and of
exhibition instalments;

certified by invoice, the costs of participationeathibitions, fairs and displays
for the marketing of products,

certified by invoice, the costs of procurement efvices necessary 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,

in the case of craft activities, costs of on-séeain corrections, park planting,
car parking up to maximum 20% of the total eligibtst of development,

in the case of tourist developments, costs of te{andscaping, park planting,
car parking,

purchase and installation of equipment, assetsef#xXor passenger cars),

first procurement of the stotkup to maximum 20% of the total costs of the
tangible assets,

costs associated with the sales of product(s), w#hiir marketing, up to
maximum 15% of total the eligible costs (design aplpearance, marketing
actions),

general costs: cost of engineering, expert and smilimg fees, notary, public
procurement costs, up to maximum 12% of the totaibde cost of the
development project,

liquidity of the micro enterprises, supporting fivet procurement of such material is essentiattot up
small businesses.

31 One time procurement of stock that is needed aa groduction activity such as empties (reusable
assets for packaging and moving products, suctabety boxes, battles etc.), labels etc. Due ¢oldkv
liquidity of the micro enterprises, supporting first procurement of such material is essentiadtsot up
small businesses.
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7.

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) isagid in an eligible settlement (see
list of eligible settlements in Annex 5.,

the applicant must comply with the rules concerrihrggbeneficiaries,
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. According to tledevant regulation, the
permission for investment may include the certtfma of the competent
veterinary and environment protection authoritieegiisg that the activity of the
applicant complies with the minimum environmenttpotion requirements and,
in the case of food production, with the food safahd hygiene regulations.
Regarding small food processing units investingpider to comply with the
newly introduced minimum standards, the complianath Paragraph 13,
chapter VI a of Council Regulation No. 1783/2003viliB apply by the end of
the investment.

declaration of the availability of own contribution

the total investment cost and/or maximum assistaate does not exceed the
eligibility thresholds described in the measure,

certified economic viability based on business aratketing plans and balance
sheets for the previous three years,

Economic viability:

An enterprise is to be considered as economicadpl\f it justifies that the
EBIT (the result of the enterprise before taxation) wy af the previous two
years is not negative. In the case of applicanth wifully completed business
year the EBIT of the completed business year isnagfative. In the case of
applicants with an open business year the assesshermability is completed
on the basis of the balance sheet and the plamsedt of the business plan.

the applicant or a permanent employee of the apmlipossesses at least
intermediate professional education (with OKJ (biadil List of Qualifications)
or OSZJ (National List of Professions) certificatiaccording to the regulation
7/1993 (XI1.30.) MUM? and the Act I. of 1985 on Education) and/or minimu
3 years certified professional experience,

in the case of nature protected areas, the peonissi the competent nature
protection authority on the activity (not applicabih the case of providing
services)

for the production of bio-products, the contract @ntrol with the certified
control organisation,

the protection of health and safety of the workansl the improvement of
working conditions,

%2 This Decree keeps in order and regulates all tbfegsional certificates and qualifications carghen
in Hungary, and all of their conditions and paraamnet
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No aid may be granted in respect of work alreadyubeor activities undertaken
before an application for support has properly &dymitted to the ARDA.

Further requirements in the case of agriculturabguct production:

the product, the production of which is to be supgmbis among the products
listed in the description of the measure.

declaration of applicants that the activity aimeg the investment is new,
resulting in new products.

Further requirements in the case of food production

all conditions listed in ANNEX VIIL7. hinimum requirements) for the
environment hygiene and animal welfareshould be respected. According to
Paragraph 3 of Art. 3 of Council Regulation (EC). N@57.where investment is
made in order to comply with newly introduced miam standards relating to
the environment, hygiene and animal welfare, supgeom be granted in order to
comply with the new standards.

the applicant’'s declaration in the case of nonfjedl food processing: at least
20% of the processed products derive from anotren,for a valid cooperation
contract, that the activity to be supported isiedrout by the co-operation 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 Paiggh 12 of Government decree
No. 4/1997 (1.22.) on the operation of shops andddmns of commercial
activities.

Further requirements for the development of prosluatknowledged by quality
certification systems, and in the case of procur@nmessets and/or services (not
qualifying as current actual costs) that promotee timarketing of the products
acknowledged by quality certification systems

compliance with the relevant Council RegulationssN&®081/92, 2082/92
2092/91 and 1783/2003.

compliance with the Act XI of 1997 on the proteatiof trademarks and
geographical marks

compliance with the 87/1998 (V.6.) Government Ragiah on detailed
conditioning of geographical trademarks of agrietat products and food
compliance with MARD Decree 58/2004 (IV.24) as meigathe operation of
quality assurance system concerning agricultuiadiypets and food products
compliance with  MARD Decree 140/1999 on the orgamooduction,
commercialisation and indication of agriculturabgucts and foodstuffs and
MARD Decree 74/2004 on the implementing rules tokere

compliance with points 25-27 of 2. § of Act XVIIf 8004 on vine-growing and
the handling of wines.

Further requirements for rural tourism development:

% which were repealed and substituted with CouneijiRations No. 509/2006 and 510/2006.
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» Application can be submitted in eligible settlense(dee Annex 4.) that are not
regarded as health resorts or special recreatayeak according to Government
Regulation 110/1997 (V1.25.) on the utilisationprivate residences for tourism
or as shore settlements according to Annex 2 dfGxdl. of 2000.

» certificate of official registration by the locabtary as private accommodation
provider or the applicant’s statement that aft@oatplishing the investment but
before starting operation he/she provides prodifedfig 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 depenent,

* number of jobs created and preserved by the denedop

» proof of that, as a result of the development,atigvity of the applicant moves
towards higher quality and/or, as a result of tbeetbpment, the range of the
activity or the selection of the products will beegter

* increase of income of those directly affected ydlbvelopment,

» sphere and scope of the development, number oé tivsctly affected by the
development,

» partnership and compliance with the micro-regioagricultural and rural
development strategy and linkage other pfans,

» pheasibility and rationality of the timing of thexcelopment?

e organisation and authenticity of the managementporsible for the
implementation of the development

* positive impact on the environment of the developtheenvironmental
sustainability

* in the case of equally scored developments, pesiitect on women and the
most disadvantaged social groups are favoured.

* in the case of equally scored developments, dewsdops implemented in the
settlements concerned by th& tadence of the Vasarhelyi-Plan (Act LXVII. of
2004. on implementation the increase of safetyistd-valley and the rural and
regional programnme (improved Vasarhelyi-Plan) leé toncerned area) are
favoured (only in the case of submeasure “Diveratfon of agricultural
activities”)

* Providing equal opportunity:

Equal opportunity is entirely provided. The subsdttapplications are selected under
equal conditions. When choosing between applicatianth the same score, the
following applicants are given preference: womesma people, handicapped people
and applications with a positive influence on thepkyment of the people concerned.
Handicap is to be interpreted as a modified worlabdity, which is to be certified. In

% The rural development managers of the micro regisinould 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 amatdy the MARD.

% The time schedule of the implementation of theettyment is well justified and feasible.
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case of Roma people applicants and applicants, witertake the employment of
Roma people, it is necessary to enclose a suppgodclaration given by the Local
Roma Minority Self-Government. Where a Local Romandviity Self-Government
doesn’t exist applicants have to apply for the &awentioned declaration from the
competent county network of the State Roma SelfeBawent. The application
increases the correspondence to the aspects oégin@ opportunity, therefore the
chance of obtaining the support in the case ofiegpdns of the same qualification, if
the applicant takes the special demands of theeabmntioned groups into account in
the phase of the project planning and realizatiomg also if the applicant proves that
access is easy to the physical environment.

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 tinepienetation 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 admiatgin or principal place of business) or
a secondary establishment (agency, branch or sabsiyl at the settlement concerned
by the project.

Sub-measure 4.lregistered small-scale agricultural producefstgrmed), private
entrepreneurs, micro- and small enterprises (acuprtb the Act XCV of 1999)
registered in Hungary and other legal entities catidg 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-industfiBEAOR 15)
activities whose products already have or as dtresthe development will have one
or more of the certificates beloWw

» Traditions-Tastes-Regions

» geographical trademark

» certification of traditional and specific product

» state certification of organic production

* quality wines according to the following nationathemes: quality wine
produced in specific production areas; wine of gcte#d origin andTokaji”
speciality wines

» or other certification recognised in the EU.

Application can be submitted by cooperations oroeissions with a valid
cooperation contract for at least five years inoagance with the regulations. Individual
producer can also apply if the product is certifiedas a result of the investment going
to be certified by one of the listed certificatioiException is made to activities aimed at

% TEAOR: National Registration of Activities and $&rs

%" to the extent that these have been designed apigritented in conformity with the provisions of
Council Regulation (EC) 1257/1999, in particulatref. 24b, and in respect of wine according to Golun
Regulation (EC) 1493/1999.
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the development of sales premises specialised @mtrketing of quality agricultural
products and activities aimed at the organisaticexbibitions, fairs and displays.

Sub-measure 4.3:

- craft: private entrepreneurs, micro- and smalemrises, other legal entities licensed
for the activity,

- rural tourism: local resident natural personsyaie entrepreneurs, micro- and small
enterprises (according to the Act XCV of 1999) bkshed at the settlement concerned
by the project. In the case of rural accommodatiewelopment - the provider of the
service is a registered rural accommodation-provadevill become by the completion
of the development.

Further condition among the beneficiaries of tduservice providers is that the
provider must conduct 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: 3,8%

% TEAOR: National Registration of Activities and $&rs
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12. Financial plan, 2004-2006

Expansion of rural income . Million HUF, current prices
earning opportunities €, current prices (€=255 HUF)

Year 2004 2005 2006 Total 2004 200p 2006 Totdl
Total cost 5909135 8436248 1714012 1605939 1507 2151 437 4094
Total public participation 5909135 8436248 1714012 1605939 1507 2151 437 4094
Total EU assistance 4431851 6327186 1285508 1204454 1139 1613 328 3071
ERDF assistance 0 0 0 0 0 0 0 q
||ESF assistance 0 0 0 q 0 0 0 0
||EAGGF assistance 443185] 6327186 1285508 1204454] 1139 1613 324 3071
FIFG assistance 0 0 0 q 0 0 0 o
Total government participation 1477284 2109062 428504 401485 377 533 109 1024
Central government participation 1477284 2109062 428504 401485 377 538 109 1024
||Regiona| participation 0 0 0 0 0 0 0 q
||Loca| participation 0 0 0 g 0 q
||Other public participation 0 0 0 0 0 0 0 q
||Private funds to be declared

||EIB loans 0 0 0 q 0 0 0 Qg
Other private funds not to be

declared 656571 937361 1214411 280834 167 239 310 716

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

Type of . Current Frequency of| Target
iniljpi)cator Indicator Data source situation megsuring (2086)
* 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 470
« SME 320
« 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 57
* Northern Plain application 49
Impact * Northern Hungary uestionna[ire 44
e Middle Hungary a 10
* Middle Transdanubia 31
. 47
* Southern Transdanubia 21
* Western Transdanubia

*The sold amount (the amount sold multiplied by theerage price of sales) by the enterprises one ye®r to the submission of the application.
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14. Horizontal objectives

Environment: A basic condition of the development projects asnpliance with the

minimum environmental requirements certified byaanhority. Development projects
that have a positive impact on the environment {gyasy-product recycling etc.) will
be given preference.

Equal opportunity:equal opportunities are fully ensured as statedeutide section
selection criteria.
15. Legal ground for assistance

Article 33 of Council Regulation 1257/1999
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111.7 DEVELOPMENT AND IMPROVEMENT OF
INFRASTRUCTURE CONNECTED WITH THE
DEVELOPMENT OF AGRICULTURE

1. Measure: 3.2 Development and improvement of infrastructuetated to
agriculture

3.2.11 Collective investments aimed at the devebayrof irrigation systems

3.2.12 Collective investments of water damage preve

3.2.21 Construction and rehabilitation of unnumbem@ads (only marked with
topographical codes) specifically designed for kidtsagricultural and forestry
purposes and of related infrastructure

3.2.22 Establishment/development of modern enengplyg for agricultural enterprises,
with special regard to the development of the Useeiwewable energy by agricultural
farms

3.2.23 Construction, rehabilitation, modernisatma extension of local markets

3.2.3 Land improvement, amelioration

2. Intervention area code:
1301 Land improvement, amelioration: 7,83%
1308 Agricultural water resources management: 28,95%
1309 Development and improvement of infrastructure caoted with the

development of agriculture: 63,22%

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

Agricultural infrastructure is not consistent witie changed ownership and land
use structure. No access is provided to certaircgrral areas, some plots can hardly
be reached. Most of the agricultural road netwanki #he related infrastructure are
deficient and in a poor, neglected condition. Ametion and water development did
not follow the changes in the ownership and fanmcstire.

Irrigated and reclaimed/meliorated land has a lbers (the proportion of actually
irrigated area is 53,2% as compared to that of ety 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 walsycause problems: the multiannual
average inundation of land by excess surface watésts 85 thousand ha, which may,
in extreme cases, approximate to 600 thousand riesctenundation by excess surface
waters is very frequent. During the last 57 yelesd have only been 3 years (1973,
1976 and 1990) without serious land-drainage ojerat In the past few years there
were a shortage of financial resources for the tamance and development of the
drains above the ones owned and managed by thengoeet (19% of the lengths of
the channels). 46% of the drainage network (19 160D is owned by the government
but used by water management associations; muhimpaown 4%, while 31% is
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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(emkion, deflation) is considerable:

erosion damages 2.3 million ha, mostly hilly areelsile 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 e@hewable sources of energy (solar
energy, biomass, etc.) has not entered in the gmpamgporama.

In rural areas, the number of local markets andriguyp facilities endowed with
an infrastructure suitable for the local sale afdarcts 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 investmargsnot allowed to apply for. In
some cases however, revenue generation is posbiien these cases (e.g. energy
supply) the rate of assistance is substantiallyelothan in the other submeasures. The
Intermediate Body (ARDA), in the course of evalogtithe applications, assesses
whether the given investment in infrastructure gates substantial net revenue on a
project by project basis. From the business plahthe project description it can be
judged clearly if the investment directly generagebstantial revenue or not.

Objectives of the measure:

Global targets:
» toincrease the level of income and revenue of $aand agricultural enterprises,
* toimprove production, living and working condit®im rural areas,
» to create and maintain jobs,
» to protect the environment and improve its conditio
Specific targets
» to improve accessibility and energy supply, spéciranewable energy to farms,
» toimprove production and marketing conditions anbance crop security,
» toimprove product quality,
* toimprove irrigation water management,
Operational targets:
» to construct and renovate agricultural roads afade@ infrastructure,
» to establish and develop energy supply to agricalljoremises,
» to develop local markets and buying up facilitwbplesale markets,
* to develop irrigation systems and waterwork faeiit
» toimprove agricultural land, to make it suitalde éxtensive utilisation,
* to prevent, reduce or avert damages due to excefsxes waters by improving
the conditions of the local public water manageniecitities,

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
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at the same time. As a result, the often-lackingnfamnity between the land
ownership/use structure and the serving infragtreatetwork may be improved.

Geographical coverage of the measure:

This measure is horizontal, i.e. it is not limiteceligible rural areas in the narrow sense
according to Priority 2.

4. Submeasures

4.1  Submeasure: Agricultural water resources manageent (1308)

Support is provided for the infrastructure of wdtagilities - except for waters and
facilities owned exclusively by the state definedthhe Act LVII. of 1995 on Water
Management - managed by water management assasiafdocal governments and
land users in order to improve the performance wfhsfacilities, mitigate water
damages directly caused to farmers and bring watetdinked 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 ionilln), transportation and
distribution, flow control, including the installah of stabile technologies, machinery
and the secunder electricity line and its accessoas well. Investments of water
management and supply facilities for irrigationawyght prevention and water supply to
fishponds.

4.1.2 Activity: Collective investments of water darage prevention:

Establishment, development and renovation of aljul waters and water
management facilities for the prevention and amgrtlamages caused by the inundation
of excess surface waters, for the security of aytical production and for the
achievement and maintenance of the good ecologmadlition of waters and water
habitats. The supportable investments include Htab&shment of new public water
management facilities (constructing drains, resesvap the a capacity of one million
m?, facilities for the retention and flow controljiviestments aiming at the improvement
of the capacity and operational safety of the egstfacilities (expansion and
modernisation of pump stations, expansion of thesssection of drains) and the
restoration of the original condition accordingatealid water management licence (e.g.
water-course dredging, renovation of structurespmstruction of reservoirs).

%9 Collective investments are developments whereothieers or managers of outskirt waters and water
facilities are cooperations or associations of @gtiral producers, organisations involving several
producers and associations of local governments.
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In the framework of Submeasure 4.1 only collectivat-of-farm investments can
be supported that include transportation of irigatvater to farms. Transportation of
irrigation water within a farm is supported undee title Investments of farms.

The difference between Submeasures 4.1 and szhe iobjective of the activities.
If the primary objective of the Submeasure is aeflgyment investment, i.e. the
applicant wants, for economic reasons, to imprdwe duality or security of his/her
products by the development of irrigation, the aapion belongs to Submeasure 4.1.1.
If the basic objective is to prevent or avert dagsgghe activity belongs to Submeasure
4.1.2.

4.2  Submeasure : Development and improvement of irastructure connected
with the development of agriculture (1309)

Activities;

4.2.1 Activity: Construction and rehabilitation of unnumbered roads (only
marked with topographical codes) specifically desmed for outskirt
agricultural and forestry purposes and of related nfrastructure:

Construction or reconstruction of dust-free or pheatskirt roads (only marked
with topographical codes). Construction or recarcdion of ditches, gutters, hard
shoulders, bridges, culverts, drains and othelitiasi serving the drainage of rainwater.
Planning, permissions and opening to usage. Tpécapt is entitled to transfer the
mortgage to another of his/her own assets in desadset subject to development is not
accepted as mortgage.

4.2.2 Activity: Establishment/development of the mdern energy supply to
agricultural enterprises, with special regard to tre 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 capacitgiwork development, designing,
licensing. Installation and distribution of electty and gas from the network to farms.
Connection to other heat networks. Constructiorbwidings and facilities directly
connected with the investment. In the case wheeeptivject is co-financed by the
applicant and the supplier and the establishedstructure (pipes, transformers, cables)
does not become the property of the project owayepl{cant), but remains the property
of the supplier the base for support (eligible x@sbnly the share paid by the applicant.
This has no influence on the fact that the agniraltsupplier is the beneficiary of all of
the support. It must be allowed, that the appliqgasnts the mortgage on other asset in
his/her possession.

" Developments which are to use renewable energy Amwadvantage during project selection
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4.2.3 Activity: Construction, rehabilitation, modernisation and extension of local
markets

Construction, renovation and extension of local ket and buying-up facilities,
making them comply with the standards. Building aedovation of covered and/or
open-air market places, storage and warehousdits;ilwaste storage premises, rooms
for other services, public rooms and premises tdharities. Purchase of appliances,
machinery and technology (weighting, machinery sugipg loading and unloading
etc.). Establishment of the necessary infrastrecsuch as energy, water, parking
facilities, roads etc. Planning and procuremergeasfnissions.

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 seveeimers (e.g. TESZ, BESZ). Such
investments are, for example: amelioration roadvast, gutters and their structures,
construction and maintenance of engineering stresturemoval of ravines, redundant
roads and ditches, terracing, planting of protectiwod beltS.

The demarcation with the activities supported by tBRDF in the Regional
Development Operational Programme and in the Emrmment and Infrastructure
Operational Programme is as follows:

In the caseof the development of roads:

The ARDOP only supports the development of unnueteoads (only marked with
topographical codes) outside residential areas,lewhine RDOP supports the
development of roads numbered with 4-5 digits aatis in residential areas managed
by the local self-governments.

In the case of energy supply development:

The ARDOP supports exclusively infrastructure edlatto the energy production
supplying farms and the related agricultural ateel All other 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 the case of construction, rehabilitation, modsation and extension of local
markets:65% of the total eligible costs.

0 Not eligible as individual development only astpra land improvement project.
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In the case of public investments in micro regitaiing under the the 3 column of
Annex 1-2 and 4. of Gov. Regulation 64/2004.(IV)£85% 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 teliglble costs and 60% in less
favoured areas. Where investments are undertakeyolnyg farmers, these rates are
55% and 65% in less favoured areas. In any evewmgstments generating substantial
net revenue, the contribution from EAGGF shall essghe limit set by Article 29 4.
(a) of Regulation (EC) 1260/1999 as 50 % of thalteligible costs.

In the case where the project is co-financed byagh@icant, and the supplier and the
established infrastructure (pipes, transformerblesd does not become the property of
the project owner (applicant), but remains the propof the supplier the base for
support (eligible cost) is only the share paidtmy applicant.

The share of EAGGF within public funds: 75%

Maximum amount of support per project: HUF 80 rnoitli(€ 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 Oifian (€1 960)
Eligible costs:

» costs of real property purchase up to 10% of thed tmst of development,

» costs related to the development, rehabilitatiod esconstruction of natural
establishments and artificial establishments (lingjs),

» costs of the purchase of technology, machineryliapges and equipmént

* “network development contribution” paid by the apaht as part of the total
investment cost,

* in the case of activity under submeasure 4.3. airag material and planting
of aboriginal vegetation as a one time investmehtch is part of the project,

» operational and maintenance cost are not eligible.

» general cost: engineer’s fees, public procuremertt aotary fees, costs of
planning, costs of feasibility studies and designgert and counselling fees,
costs related to authorisation procedures up to @R%e total eligible cost of
development.

“! The annex referred contains the list of benefjciaicro regions of regional development. Benefigiar
micro regions are grouped into three main categorlg socially-economically under-developed, 2)
structural changes in the industry, 3) rural depaient. The ARDOP prioritise settlements belongimg t
micro regions included in thé*xolumn.

2 under submeasures 4.1 and 4.3 the machinery a@stligible for support if the macinery staysha

ownership of the collective for at least 5 yearspération.
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7.

Criteria for the selection of the project

7. 1. Eligibility criteria

no public debts,

the place of the implementation of the projechislungary

certification of ownership or right for sole usdf¢etive leasing contract for at
least 5 years) of the place of the implementaticih® investment,

the applicant must comply with the rules concerrihggbeneficiaries,
declaration of availability of own contribution,

total investment cost and/or maximum assistance o not exceed the
eligibility thresholds described in this measure,

all the necessary permissions and certificatiosigad by the relevant authorities
(identified in detail as compulsory annexes)

in the case of activities under paragraph 4.2.2ah@licant or an employee of
the applicant possesses in relation to the actaffigcted by the development at
least intermediate professional education (with OKNational List of
Qualifications), OSZJ (National List of Professipregrtification according to
regulation 7/1993 (XI11.30.) MUKt (Ministry of Labour) and the Act I. of 1985
on Education) and/or minimum 3 years certified pssfonal experience.

the water supply unit to be renewed or built shalcovered at least 70 % by the
already existing or new irrigation facility

in the case of water development management pspjpetmissionis issued by
the competent water management authority

the protection of health and safety of the workansl the improvement of
working conditions

No support may be granted in respect of work alydstyun or activities undertaken
before an application for support has properly b&dymitted to the ARDA.

7.2 Selection criteria

General criteria

impact area and extent of the investment and th&eu of those affected,
evidence regarding the proposed outcome, viabilijmd economic,
environmental and operational sustainability of pineject (personnel, physical
and financial conditions for maintenance/operatiolm) the case of energy
supply for agricultural investments, developmentsigg at using renewable
energy have priority

conformity with the micro regional agricultural anaral development strategy,
linkage with other projects.

number of jobs created and preserved by the dewedop

necessity and justification of the development,

impact of the development on the environment,

reality and efficiency of the timing of the implentation,

3 This Decree keeps in order and regulates all théegsional certificates and qualifications whienc
be given in Hungary, and all of their conditionslgrarameters.

133



e organisation and authenticity of the managementporsible for the
implementation of the development,

* economic sustainability verified by the financiéup of the operation,

* in the case of equally scored developments, pesiitect on women and the
most disadvantaged social groups are favoured.

* in the case of equally scored developments, dewsdops implemented in the
settlements concerned by th& dadence of the Vasarhelyi-Plan (Act LXVII. of
2004 on implementation the increase of safety ezd4ivalley and the rural and
regional programme (improved Vasarhelyi-Plan) o ttoncerned area) are
favoured

Further criteria for activities 4.1.1., 4.1.2, 412and submeasure 4.3.

» conditions of farming (accessibility, energy suppisigation water supply, local
natural endowments, crop security and marketgpilill improve,

e quality of products affected by the development imbrove,

» the income of those affected by the developmeritimalease.

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 implentation of the measure (IACS).

is not required that the beneficiary is of Hungarrationality or resides in Hungary,
however, the beneficiary has to have an establishmehe country. The establishment
is fulfilled either via a primary establishmentdigtered office, central administration or
principal place of business) or a secondary esfamlent (agency, branch or
subsidiarity) at the settlement concerned by tlogept.

In the case of activities under paragraph 4.1.1:

» associations of legal entities and economic orgdioiss without legal entity
e water management associations maintaining publterwaanagement facilities
according to Act no. LVII. of 1995;

In the case of activities under paragraph 4.1.2:

* water management associations maintaining publierwaanagement facilities
according to Act no. LVII. of 1995;

» associations of local governments and/or assoositd farmers whose primary
occupation is farming and/or agricultural entreus owning or maintaining
water and water management facilities located oic@tural land;
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In the case of activities under paragraph 4.2.14aR¢8:

local governments, legal entities and economicrasgdions 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 orgeioss

10.Final beneficiary: Agricultural and Rural Development Agency

11.Share of measure in ARDOP budgeti2.52%

12.Financial plan, 2004-2006

Development and improvement . i
infrastructure connected with €, current prices Million HLiF’ current prices

; (E=255 HUF)
agriculture
Year 2004 2005 2006 Total 2004 2006 2006 Totdl
Total cost 12378082 17671719 22894839 5294464 3156 450§ 5838 1350
Total public participation 12378082 17671719 22894839 5294464 3156 4506 583§ 1350
Total EU assistance 9283561 13253789 17171129 3970847 2367 3380 4379  1012(
ERDF assistance 0 0 0 Qg 0 0 0 g
||ESF assistance 0 0 0 0 0 0 0 q
||EAGGF assistance 9283561 13253789 17171129 3970847( 2367 3380 4379  1012f
FIFG assistance 0 0 0 q 0 0 0 q
Total government participation 3094521 4417930 5723710 1323616 789 1127  146( 3375
Central government participation 16798883 2398305 3107157 718534 424 612 792 1833
||Regiona| participation 0 0 0 0 0 0 0 g
||Local participation 1414638 2019625 2616553 605086 361 515 667 1543
||Other public participation 0 0 0 0 0 0 0 g
||Private funds to be declared
||EIB loans 0 0 0 Qg 0 0 0 q
Other private funds not to be
declared 5304898 7573594 9812074 2269056 1353 1931 2502 5784

In the line of each measure the HUF amounts arieatide. Amounts calculated at 1999 prices
in the National Development Plan and the Operati®tagramme have been transferred into
2004 prices by using a HUF/Euro multiplicator 0625
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13.Monitoring and evaluation indicators

Type of _ o Frequency of
. Indicator Current situation Target Data source measurement
Indicator R
(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 settlemgnts 2015 Monitoring system annually
affected by development of which
— municipality 305
- micro-enterprise 299
- SME 1360
- female entrepreneur (person) 40
Result — South Great Plain ggg
— North Great Plain
- North Hungary 38412
- 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 campk with
environmental regulations. The reduction of envinental load as a result of reduced
transportation distance and the improvement ofciefficy in irrigation water
consumption as a result of modernisation of irf@atsystems have a substantial
positive effect on the environment. The preventmoal decrease of erosion, deflation,
excess surface water and flood risk, as well asirttprovement of agricultural land
improves the balance of the environment and theitgyuaf landscape. This measure
supports the utilisation of renewable energy inicadfure, as a result of which the
emission of greenhouse gasses and air pollutionredyce.

Equal opportunity The measure improves the closing up of the lesuiad
settlements, hereby indirectly the realizationaua opportunities.

15.Legal ground for assistance

» Article 33 of Council Regulation 1257/1999
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111.8 RENOVATION AND DEVELOPMENT OF
VILLAGESAND PROTECTION AND
CONSERVATION OF RURAL HERITAGE

1. Measure: 3.3 Renovation and development of villages and egtain 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:

e Gradual degradation of the rich intellectual, cdty man-built and natural
heritage of rural areas;

e Structural erosion of the cultural landscape anchllccommunities, gradual
disappearance of natural and historic landscapgonents, growing alienation
and migration;

» Lack of exploitation of economic opportunities lginn the preservation and
development of natural and cultural heritage.;

Objectives of the measure:

Global targets:
» to reduce migration from rural areas,
» toimprove living conditions in rural areas,

Specific targets:
» toimprove rural settlement and environment,
» to preserve and renew man-built, natural and ailtugritage and local identity,

Operational targets:
 to support investments aimed at improving villagaed their natural
environment, maintaining at the same time the oalgicommunity and
economic functions and creation of new ones,
» to preserve and improve the condition of the natama historic landscape, and
the landscape elements
« to form and develop community places

Description of the measure:

Through the activities supported under this meathgdiving environment and the
physical and aesthetic conditions of villages candserved and developed. Exploring,
acknowledging and conserving the values enhancectitlective identity of local
people. The natural and man-built valuables, wikieirt acknowledgement and
maintenance, can be given new functions, which cmegribute to the improvement of
local employment and income situation. It may conga¢e the negative effects of
regional disparities and decrease migration.
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Geographical coverage of the measure

Eligible settlements are those which belong toathministrative category of the village.

4. Activities:

1)

2)

3)

4)

Revitalization and development of existing buildinigr local multi-functional
purposes: external and internal renovation of lngs, which impair the
appearance of a settlement for community and/orn@oec purposes,
establishment of multifunctional buildings, withketmaintenance of function and
addition of new functions (except the compulsonyclions of the municipalities
(Act LXV. of 1990 on the municipalities) and prieahousing)

Renovation of buildings and elements of the segl@nstructure (at least three
units, which can be buildings, fences, monuments),etmaintaining or
improving architectural value.

Renovation of (historical/architectural) monumentsther buildings and
structures with a cultural value as well as ofdrisal and archaeological values.
Improvement and protection of natural values anddsaape elements,
preserving landscape (renewal of alleys, terraets, restoration of local
ecosystems, watercourses, brook/river channels,). establishment and
rehabilitation of playgrounds, community areas gneen areas for community
use.

Development shall be directed towards:

renovation and internal modernisation of individballdings,

renovation of the specific components of buildiognpounds,

facade renewal and mass renovation,

installation and renewal of street furniture,

preservation of plants, new planting,

landscaping (establishment and renewal of greaasgre

improvement and rehabilitation of natural and maadenbrook/river banks and
other landscape components (e.g. stone walls), udimdy the
replacement/renewal of related structures,

gutter cleaning, development and renewal of patlsveeng walkways,
renovation of buildings that enrich public areaduions,

installation and construction of information boardsiilding decorations and
fences that fit into the landscape, preparation amstallation of other
information bearing and ornamental structures.

The demarcation between the measures of the ARB@#Pced from EAGGF) and the
Regional Development Operational Programme (finadnfcem ERDF) is as follows:

The basis for the separation is the administrasitagus of the settlements. The
ARDORP supports the development of settlements whilong to the administrative
category of villages, while the RDOP supports teeelopment of towns and cities.

Exceptions:

* development of facilities of tourist attraction kit world heritage sites are
excluded from the ARDOP and supported exclusivediyfRDOP irrespectively of
the status of the settlement. This will allow tleenplex development of such sites
through the elaboration of integrated plans.
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» the development of castles, fortresses and musewensupported by RDOP not
only in towns but in frequented holiday and heaétborts and in holiday and health
resorts (list of settlements is the annex of Gosciige 110/1997). The reason of this
exception is that the cost of such projects is Jveigh, and would exceed the
maximum limit of the village renewal project sizethe ARDOP.

* in the case of National Parks or other nature awasen areas within frequented
holiday and health resorts, and in holiday and theadsorts, the RDOP supports
tour routes (pedestrian and bicycle paths, existiragerways, existing narrow—
gauge railway lines not owed by forestry holdingsgucational paths and visitor
centres as part of a more complex integrated dpuatat of such areas. The support
of these activities in the defined settlementxdwaed from the ARDOP.

The demarcation with the measures of the Envirotrared Infrastructure Operational

Programme (EIOP), cofinanced by the ERDF, is devd: the ARDOP may support

activities for preserving and enhancing the landsaements belonging to the villages
as a village renewal project combining economic acdlogical purposes. It does not
envisage nature conservation activities and relate@dstments within Natura 2000

sites, which are only supported by EIOP.

The measure cannot be applied concerning taskshvaine defined in the Act 65
of 1990 on self-government, about the enforcemériinding 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 regitalbng under the 4 column (“rural
development”) of Annex1-2 and 4.of Gov. Regulati®&#/2004.(IV. 15.) the rate of
assistance is 85 % of the total eligible costs.

In the case of public (local governments) investimi¢ne 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 g@ting investments,
* 50 % of the total eligible cost for revenue genagainvestments.

Share of EAGGF within public funds: 75 %.

Maximum amount of support per project: 60 milliolH (235 000 €)

No investment for economic purposes is eligiblethé applicant is a private-law
company or enterprise, only the external renovatbmuilding(s) for improving the
appearance of the settlement is eligible. If theovated building is used for economic
purposes/activities, should the beneficiary be bliplentity or a private person , this
represents support, which should be granted undern@ssion Regulation 1998/2006
on “de minimis” rule.
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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 eéts equipment.

general cost: costs of planning and design, publicurement and notary fees,
procurement of permissions, expert fees up to 12%hetotal eligible cost of
development,

permanent stock of first procurement up to maxin20f of the total cost of
the tangible assets.

7. Criteria of the selection of projects

7.1. Eligibility criteria

the place of the implementation of the project iwated in an eligible
settlement, in the case of non-investment developntiee place where the
applicant is registered by the municipality as camity,

the applicant must comply with the rules concerrhgbeneficiaries,

certifying ownership or right for sole use (effeetieasing contract for at least 5
years) of the place of the implementation of theegiment,

declaration of availability of own contribution,

total investment cost and/or maximum assistanee-G not exceed the
eligibility thresholds described in this measure,

valid permissions and certifications of authoritieentified as compulsory
annexes for the launching and/or operation of #netbpment, or if there is no
such obligation, a confirmation of this fact frofmetrelevant authorities (from
the construction authority in case of building) {Mpplicable in the case of non-
investment developments),

no public debts,

approval of the competent regional constructiorhawty about the renovation
of the built environment element or town unit torbaewed,

permission of the competent nature protection authao the planned
development of the natural environmental undernegbuotection,

the protection of health and safety of the workansl the improvement of
working conditions,

No support may be granted in respect of work alydmsetjun or activities undertaken
before an application for support has been promerhmitted to the ARDA.

7.2. Selection criteria

realisation of the preservation and improvementamhitectural, cultural and
environmental values,

realisation of the re-use of architectural , cdtand environmental values,
number of installed functions, out of this the nemlof services and places
directly improving the quality of the life of rurabmmunities,

the scope of the development

evidence regarding the proposed outcome, viabilemd economic,
environmental and operational sustainability of thevelopment (personnel,
physical and financial conditions for maintenanpefation),
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- partnership and meeting the micro-regional agnceltand rural development
strategy and linkage 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

when ranking applications with the same score, ghagplications are given an
advantage, which have a positive impact on theasdn of women and
disadvantaged groups of the society.

Providing equal opportunity:

Equal opportunity is entirely ensured. The suleditbpplications are selected
under equal conditions. When choosing from two iappbns with the same
qualification, the following applicants are givemeference: women, roma people,
handicapped people, young farmers and applicatiatis a positive influence on the
employment of the people concerned. Handicap lietmterpreted as modified working
ability, which is to be certified. In case of Rompplicants and those who undertake
the employment of Roma people, it is necessaryntdose a supporting declaration
given by the Local Roma Minority Self-Governmenth&e a Local Roma Minority
Self-Government doesn’t exist applicants have tplyagor the above mentioned
declaration from the competent county network & State Roma Self-Government.
The improvement of public life is an important aspeéherefore during the evaluation
process it has to be taken into account which eaftins can provide contribution to
public life to the most number of target groupscan increase the number of new or
further developed services in the framework of camity. In the case of developments
related to village renewal, during the design ahomunity areas, special attention must
be paid to providing safe, comfortable and unolostidi arrangements (e.g. ramps to
walkways and stairs) facilitating free movement aade spending of leisure time
(mainly of women with small children and of peopl@und to wheelchairs). As a result
of the implementation of the measure, there wilabencrease in the number and area
of leisure time and other facilities, that are safieore comfortable, and provide a 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 Hungargis®&tion is necessary in order to
identify all the beneficiaries and control the iempétation of the measure (IACS). It is
not required that the beneficiary is of Hungariaationality or resides in Hungary,

however, the beneficiary has to have an establishmehe country. The establishment
is fulfilled either via a primary establishmentdigtered office, central administration or
principal place of business) or a secondary esfamblent (agency, branch or
subsidiarity) at the settlement concerned by tlogept.
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* Non-governmental organisations, foundations and ititegrations of the above
organisations; local governments and their assoomt 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 budget,64%

12. Financial plan, 2004-2006

Renovation and develqpment { . Million HUF, current prices
vilages and protection an €, current prices (€=255 HUF)
conservation of rural heritage

Year 2004 2005 2006 Total 2004 2005 2006 Tofal
Total cost 3421078 4884148 15543405 2384862 874 1245 3964 6081
Total public participation 3421078 4884143 15543405 2384862 874 1245 3964 608]
Total EU assistance 2565808 3663107 11657554 1788646 654 934 2973 4561
ERDF assistance 0 0 0 0 0 0 0 0
||ESF assistance 0 0 0 q 0 0 0 0
||EAGGF assistance 2565808 3663107 11657554 1788646 654 934 2974 4561
FIFG assistance 0 0 0 0 0 0 0 g
Total government participation 85527() 1221036 3885851 596215 214 311 991  152(
Central government participation 855270 1221036 3885851 596215 214 311 991 152
||Regiona| participation 0 0 0 g 0 0 0 0
||Loca| participation 0 0 0 0 0 0 0 0
||Other public participation 0 0 0 0 0 0 0 0
||Private funds to be declared

|EIB loans 0 0 0 g 0 0 0 g
HOther private funds not to b1

declared 38012 542683 703080 162588 97 139 179 415

* In the line of each measure the HUF amounts adécative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Riogne have been transferred into 2004 prices by
using a HUF/Euro multiplicator of 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 t
increase of quality of life?

group: inhabitants g
the assisted settleme

f
nt
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14. Horizontal objectives

Environment:A prerequisite is to ensure compliance with enwinental and building
regulations/specifications. The reconstruction aifilthup green areas, nature and
landscape elements will improve the quality of #mvironment. The renewal of the
green areas and the built environment will creabalance between the natural and the
man-made environment, which aims at the creatianrabre liveable living area.

Equal opportunity:equal opportunities are fully ensured as statedeurthe section
selection criteria.

15. Legal ground for assistanceCouncil Regulation 1257/1999, Article 33.
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111.9 LEADER+

1. Measure:3.4 LEADER+

2. Intervention area code: in the framework of theLEADER+ measure some othe
activitiesare aimed at the preparation and training of pakhocal Action Groups, at
the transfer of information, activities which dotnbave a code in Commission
Regulation N0.438/2001.

The content of the development programs of the L&ction Groups will determine

the intervention codes. According to Commissioni®&oP000/C 139/05 any activity is
eligible for support under LEADER+ that are eligibbnder the EAGGF Guidance
Section, the ERDF or the ESF.

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

The disadvantages of rural areas are worsened eébgribsion of communities in
rural areas, lack of co-operation and partnershgpwéen public administration,
enterprises and the population. The communities wseally weakly organised,
community participation is occasional, and the @agi do not have characteristic
features, identities. Development initiatives aselated. Therefore the sustainable use
and development of internal resources is done olowa level. Besides, lack of
experience, knowledge and innovation regardingpiteparation of programmes and
projects is a general phenomenon. The general &itheomeasure is to provide the
necessary skills and experience for rural commesitin order to develop the
LEADER+ approach throughout local developmentsroplementing integrated rural
development strategies at a local level throughllpartnerships.

Objectives of the measure:

Global targets:
« toimprove rural living and working conditions, lnding welfare,
- to contribute to the establishment of viable ruainmunities, and to improve
the co-operation capacity and the related levelrgénisation,
- to create new, sustainable income earning oppai¢sni
+ 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 omder to improve
community participation and local level of organisa for the purpose of rural
development,

- to encourage involvement of local actors in theellgyment of the area, in order
to formulate and implement grassroots initiatives.
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Operational targets:

« to prepare the participants of regional commundyoperations for the setting
up of Local Action Groups and appropriate operatwinthe LEADER+
approach, and for an active and efficient involveméen the LEADER+
measure,

+ to formulate and implement rural development stiige of a limited number of
appropriately qualified local action groups,

« to develop co-operation between rural communitiéhiav Hungary and also
with rural communities in other Member States,

« to transfer results, experiences and expertise, tanthake information and
conclusions available through networking.

Description of the measure:

The LEADER+ measure improves human, collective acdnomic mechanisms that
can mobilise the inner endowments of rural areaghfe implementation of programs
elaborated with the involvement of local commumitieThis is a prerequisite of
sustainable developments, keeping in mind the tyualilife, through which the hidden
capacities of the individual areas and the locahmmuinities can be explored, and the
currently missing human, economic and informatietworks of the local communities
can be established.

The LEADER+ measure is mainly linked to the measuriePriority 3 (Article 33.), it
complements and synthesizes them into complex denednts. Supportable activities
of the measure differ by their nature, from theivétés of other measures or other
operational programmes. Their uniqueness arisems ftbeir collective planning,
implementation and operation, from their innovathaure, and from their aim being
the improvement of networking and co-operationgile activities can be grouped as
follow: 1) preparation of potential Local Action @ups, elaboration of local rural
development plans in a limited number; 2) impleragah of a limited number of local
rural development plans; 3) improvement of the peration between regions through
the implementation of joint development projects) #detwork development,
involvement in networks.

4. Activities
4.1.Acquisition of skills

Organisation of training programs related to thabetation and implementation of
LEADER+ type programmes, workshops, events, eldlmoraof studies, manuals,

elaboration of integrated development strategisgd@n community participation and
partnership. Information and training of the popiola to encourage an active
participation in the development process, buildiregresentative local development
partnerships, methodological and administrativeparation for the planning and
implementation of LEADER+ type measures, capacityding of community leaders,

members of LAG and consultants, preparation andedigation of methodological

material, on-going consultancy, preparation of mabions.
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4.2.Pilot integrated rural development strategies

Support will be provided for the adoption and inmpéntation of integrated territorial
rural development plans of a pilot nature, prepabsd Local Action Groups in
accordance with the principles laid down in iter@sahd 14 of the Commission Notice
of 14 April 2000 (such as the preparation of alans, the establishment and support
of small businesses and so forth).

Support of the establishment and operation of Léadion Groups up to 15% of the
support provided for the implementation of the locaal 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 gieple transfer of experience and
information, as co-operation should aim at impletimgncommonly designed specific
joint projects.

4.4. Communication network development at Europeannational and regional
levels

Setting-up of a national LEADER Centre. Involvemasit rural communities into
networks and ensuring the continuous and effeciperation 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 selection of trasness carried out in the first half of
2005 by the Managing Authority in cooperation watkperts and in accordance with the
Community public procurement procedure, throughulllip procurement procedure.
The method, criteria and schedule of selectiondeaasiled in the call for proposals. The
expert team of trainers provided a comprehensiepgmatory programme of several
occasions starting from the second quarter of 2008 the end of 2006. This activity
(preparation) is available for any rural communityganisations or associations
interested. Its subjects include general infornmatmn the LEADER programme
frameworks: its special feature, approach, regutatas well as strategy development
and programming based on the partnership princidsed on the general training the
local initiatives can formulate their Local Actiddroups and prepare their draft local
rural development plans and submit it for pre-d@ac For groups not selected,
preparation will continue in order to prepare thdor future LEADER-type
programmes.

The pre-selection of LAGs began in the third quadé 2005, by the LEADER+
Decision Preparatory Committee (DPC). The Commiigeeomposed of experts from
the ARDOP Managing Authority, the Department of igglure, Rural Development
and Environmental Management of MARD, and the eelapartner ministries and
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NGOs. The pre-selected Local Action Groups will fogher trained and assisted at
regional level by the expert team of trainers iroperation with the ARDOP Managing
Authority,the Department of Agriculture, Rural Déw@ment and Environmental

Management of the MARD and ARDA. Subjects incluthearetical and practical

training on programme development, community boddipartnership and networking,
as well as on the rules of programme managemenadmihistration. The objective is

to prepare Local Action Groups for the finalisatiohtheir local rural development

plans. The pre-selected groups have undertakenefmape and submit their proposals
for Activity 2 in the third quarter of 2005.

The final selection of the LAGs will be based om tipuality of the final local rural
development plan, their management and adminstratapacities and preparedness.
Selection of Local Action Groups implementing thiacal rural development plans
under Activity 2 is organised at national levelr Belection criteria, see 7.1.2.

Continued transfer of knowledge should be ensured lfocal Action Groups
participating in Activity 2 in the form of trainingrograms and practical counselling.
This includes, first of all, the issues of managet@nd administrative control as related
to the operation of Local Action Groups.

Activity 2: The selected Local Action Groups withplement their objectives set forth
in their strategies between 2006 and 2008. Thdleétaules of implementation are set
in the Operational Manuals of the ARDOP MA andloé 1B. In Activity 2, the Local
Action Groups have the following responsibilitiggublicity, preparation of tender
packages, administration of the project managenaskis, evaluation of the form and
content of proposals, preparation of a decisiompamatory proposal for the LEADER+
DPC and the continuous generation of projects. Head of the Managing Authority
makes the final decision on project approval.

The LAGs carry out their tasks with the advisorgisteince and legitimacy supervision
of the specialised staff of the regional office A&DA.

The detailed description of the tasks and respditigb of the institutions concerned in
the implementation of the LEADER+ measure is ineligh the Operational Manuals.
ARDA shall make proposals for the DPC as the LAGshé supported. The main
responsibilities of the regional offices of ARDAcInde legitimacy supervision of the
activities of the LAGs, evaluation and control dfeir communication strategy and
liaison with them.

In addition, ARDA is responsible for awarding ca@uis in relation to the approved
projects, for executing payments and for the camtirthe ultimate beneficiaries.

Local Action Groups operating in the framework daftikity 2 may apply for Activity 3
in 2006 by submitting special projects to be desthand implemented in coopeation
with other rural areas (participating in the LEADEMRasure is not a prerequisite).

Activity 4 will be implemented on the basis of apa procurement procedure. Further
details of the tender procedure, including theilaligy criteria and schedules will be
laid down in the invitation to tender. Network ctmstion and operation is continuous
until 31 December 2007.

The role of the Local Decision and Monitoring Commitees (LBMC) of the
LEADER Local Action Groups according to the call fa proposal and proceeding
regulation
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The Local Decision and Monitoring Committees aref@ssional decision-preparing
organisations, where members are elected from #mbars of the Local Action Group.
It follows with attention the complete local devatoent program. The tasks of the
LBMCs are as follow: preparation of the local pamme; authorisation of the
requirement —systems of the call for proposalsoasll level; professional decision-
preparation of the local applications; follow-up ¢ie realisation of the local
programmes; initiation of the programme-modificatibnecessary.

The Local Decision and Monitoring Committees arectdd from the members of the
Local Action Group with at least 2/3 majority ofethmembers being present in the
meeting of the LAG where the at least 3/4 of theniners participate.

Member of the gestor organisation of the LAG, optayees of the gestor organisation
taking part in the implementation of the ARDOP LERR+ type measure can not be
the members of the Committee with voting right. ik members of the LBMC-s have
to sign a statement of neutrality and secr&¢fiere personal interest arises concerning
an actual topic or an application, the member efltBMC neither can participate in the
meeting during the discussion of the given topiccan he/she vote.

The applications are submitted by a contributathefgestor organisation. The decision-
proposals concerning the applications are madééy.DMC-s through the procedure
of voting.

The LBMC through the Intermediate Body (Agricultuend Rural Development
Agency) present its decision-proposals to the Dati®reparatory Committee of the
Managing Authority. The Decision Preparatory Conteatof the Managing Authority
examines the applications according to its rulespafcedure and puts forward a
decision-proposal to the head of the Managing AuthoThe head of the Managing
Authority or a deputy person empowered by the h&fathe MA either approves the
proposal of the Decision Preparatory Committeeefats it.

5. Form of assistancenon-repayable assistance.
6. Rate of assistance:
In the case of activities 4.1 and 4.4: up to 100%he total eligible costs

In the case of activities 4.2 and 4.3: The assigtaates and the ceiling of assistance
correspond to the assistance rates and amourits shime type of activities of the other
measures of the programme.

- revenue generating investment: 45%

- non-revenue generating investment: 85%

- non-investment type projects (training, networkir@%

- management costs of the LAG (max. 15% of the tetavelope”): 100%

In order to allow greater flexibility to the locattion groups and to increase the number
of projects supported, there is the possibility thoe action groups modulating the aid
intensity of the projects according to the follagicriteria:
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- the aid intensity can be reduced, but can not beeased;
- the reduction can not be in excess of 10 percerganm, that is, the aid rate can
not be lower than in the case of:

0 revenue generating investment: 35% of the totgl®®é costs

0 non-revenue generating investment: 75% of the &digible costs

0 non-investment type projects (training, networkiBgyo of the total

eligible costs

- the aid rates will be defined by the action gropps measures according to the
proposal of the Local Decision and Monitoring Cortteg, and published in the
calls for proposals, there is only one aid ratdniwithe same measure to be used.

The LAGs may decide to use the above mentioned habon possibility when
publishing calls for proposals for the implemermatof the rural development plans.
The applicants are also provided the possibility &pplying for a lower rate of
assistance. LAGs make use of the opportunity ohtbdulation of the aid rates through
publishing calls for proposals but the LAGs didiotbid the applicants to apply for a
lower rate than the modulated rate published énctils for proposals.

Taking into consideration the needs of the giveyiorg the gestor organisations and the
LAGs may use the opportunity of deviation form #ie intensity uniformly for a given
measure. The LAGs can not distinguish in termsidfrates published for a given
measure between applicants submitting their appiica to one given measure, they
must use uniformly the aid intensity published.

The need of using the modulation possibility idedént according to the differencies
between the Hungariaegions

In the South Plain Region there is a need for highanber of supported micro- and
small enterprises.

In the North Plain Region the supported costs gaadhe possibility of higher volume
of investments in case of local governmental pitsjec

In North Hungary there are concentrated numbersg#dvantage settlements, and with
the modulation it is possible to support more ayglts especially at the disadvantage
settlements.

In the Central Region the main aim is to suppoghlr number of projects of the civil
sector.

In the Central Transdanubia with the help of theduiation it is possible to help the
disadvantage population and to enhance the equiatdygh these projects.

The characteristics of South and Western Transdaraub the high number of group of
small settlements. With the modulation the regicnsld support them with higher
number of projects.

In public investments (local governments) the wdtpublic participation is 100%, with
the contribution of total EAGGF and central natiosiapport subject to a maximum of
85%.

Share of EAGGF within public funds: 75%

In case the assistance is aimed at activitieseel&d 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 the lead down in Council Regulation
1257/1999.
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In case the measure envisages state support fwitiast other than the production,
processing and marketing of agricultural produisied in Annex 1 of the Treaty, this
support can only be granted as a “de minimis” aicspant to Commission Regulation
(EC) n°® 1998/2006..

Maximum amount of assistance for local rural depsient plans (“envelope” per
LAG) in accordance with the indicative financialbka submitted as part of the
application:

- Maximum HUF 100 million (€ 392 156) if 60% or mooé the total population
covered by the LAG falls under Column 3 of AnnexX B&nd 4 of Government
Regulation No. 64/2004 (IV. 15%,

- Maximum HUF 90 million (€ 352 941) in all other ess

The ceiling of productive investment in Activity24and 4.3 for each Local Action
Group is 85% of the “financial envelope” receivgddach Local Action Group.

Eligible costs:
Activity 4.1:

* Renting fees for training facilities (room, equipm)e Purchase of training
assets, etc., training fees and costs related rfaocadlation, travel, meal, other
rents, fees for presentations and lectures, pgntepresentation and decoration,
transport and other services necessary for thetg€ven

Activity 4.2 :

» Establishment and operational costs of LAG andltiwal rural development
plan: office supplies, labour costs and differeantdbutions, other operating
costs

Activity 4. 2. and 4.3: implementation of projeatsler local rural development plan:

* purchase real property: up to 10% of the totalileliigdevelopment cost,

» costs of renewal, conversion and addition of bagdiand constructions,

» costs of the procurement of technologies, machiegsipment and other assets
(except passenger cars), transportation, instatiatraining cost belonging to
the procurement, according to the Act C of 200Acnounting, these costs are
part of the historical cost of procurement,

 cost of the purchase, renewal, modernisation ofveotional, traditional
(therefore used) machines, equipment and othetsasspecial equipments, like
tools and other instruments necessary for the rahefrequipments - belonging
to the cultural heritage with the aim of preserying

» costs of training courses and networking eventgg@enodation cost, travel
cost, meal cost, room and other rents, fees fosgmtations and lectures,

4 This annex contains the list of beneficiary miegions of regional development. Beneficiary micro
regions are grouped into three main categoriesotijally-economically under-developed, 2) strudtura
changes in industry, 3) rural development. ARDOPrjiise settlements that belong to micro regions
included in Column 3.
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printing costs, representation and decoration ¢dsissport costs and other
services necessary for the events),

» cost of stock — the start-up stock in case of geptpfor example stock can be
the first amount of wool in case of a project aighat preparing carpets - up to
maximum 15% of the total costs of the project,

» general costs in the case of investments: engifessy, elaboration of plans,
expert fees, purchase of patents and licencess adstests and certificates
compulsory for marketing products up to maximum 18f4he total eligible
cost of the project (the advisory expert may bained until an investment is
completed),

» costs associated with the marketing of a product{@rket survey, marketing
and feasibility study, design of products’ appeaearieaflets, product-specific
mobile shelving hardware for trade fairs, samphegessories, participation fee
at occasional tarde-fairs) provided that the piiovis of 69/2001 Commission
Regulation on “de minimis” will be respeced, as Hutivities fall outside the
scope of production, processing and marketing oflypets listed in Annex | of
the Treaty.

» costs of preparation of publications and studiesuathe area covered (printing,
copying costs, costs of intangible assets),

e complementary small — total cost of the projecttai20 000 Euro (5 100 000
HUF) - infrastructure developments, in the inned anter areas of villagés.

According to point 37 of the Commission notice oEADER+ the ceilings of
productive investments is to be set by the LocdlohcGroups. Commission Regulation
(EC) no. 1998/2006 on the application of Articles @d 88 of the EC Treaty to “de
minimis” aid will be applied if the measure allogststate support for economic
activities (actors) which are beside productiompcpssing and marketing listed in
Annex | of the Contract.

Activity 4.4:

Costs of establishing and operating the nationslRER observatory: -

- permanent costs: office supplies, costs of seryit@sour costs, printing costs,
representation and decoration costs and other tgiE0sts,

- occasional costs: accommodation costs, travescoseal costs, expert fees,

7. Criteria for selection LAGs and local projects

7.1 Selection of LAGs (under Activity 1)

45 The LEADER programme gave the possibility to marp small-scale infrastructural investments.
Considering the poor average infrastructural piowisthe poor capital endowment at the same time of
the Hungarian rural areas, and the high expenditof¢hese type of investments, in case of thesalsm
scale projects there was a concern that throughwaldvel of support within the eligible costs these
investments will not be able to be implemented.
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7.1.1. Eligibility criteria

Eligibility criteria for joining Activity 4.2 (impdmentation of the local rural
development plans of the Local Action Groups):

» Compliance with the compositional requirements ofrfthission Notice 2000/C
139/05: economic and social partners and the adsmts thereof should
constitute at least 50% of the decision-making body

* Availability of the Local Action Group and of theomtracts formalising the
operation thereof .

* Local Action Groups should be formed in a geogrealhy continuous area, in
the form of cooperation between neighbouring settiets, and should constitute
an economically and socially homogenous unit.

* In general, the population of the settlements ie @AG should be between
10,000 and 100,000. In Baranya, Borsod-Abauj-Zemp&6r-Moson-Sopron,
Somogy, Tolna, Vas, Veszprém and Zala County, thmaber of inhabitants
covered by one LAG should be at least 5,000.

* No overlap: one settlement can only belong to ooealLAction Group.

» Availability of local rural development plan appeavby the LAG.

* Availability of the human and fundamental techniedources required for the
implementation of the local rural development plaxvailability of local
management capacity.

* Protection of the health and safety of workers @redimprovement 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 resourcespegtise, skills, attitude, etc.),
experience in local cooperation and in implementiagelopment plané’.

Content and quality of the local rural developm@an, including:

- targeting one or more of special target areas I(logauth, minorities,
environmentally conscious area-development, other)

- focus on the special character (strength, problemsortunities) of the area,

- level of coherence between the situation analydis, 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 comptsnef the local rural
development plan,

- economic viability of the proposed strategy,

- economic, social and environmental sustainability,

- innovation, novelty,

“®In their application the potential Local Actiondgips 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 applicant has to detail the technitfahstructure as well as the human capacity abkléor
the implementation. Detailed assessment sheetgwaa®lines are included in the LEADER+ Operational
Manual.
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- coherence and complementarity with the micro-regi@uyricultural and rural
development strategy and other relevant documents,

- partnership and community involvement in draftirigh® plan,

0 partnership in the proposed implementation,

o complementarity with other support schemes andraroges.
Priority is given if the if 60% or more of the tbf@opulation covered by the LAG fall
under Column 3 of Annex 1-2 and 4 of GovernmentURegn No. 64/2004 (IV.
15.)

The scoring system on the selection of Local Acti@noups is included in the call
for proposals and the Operational Manual.

7.2 Selection criteria for local projects (undetidu 2.)
7.2.1 Eligibility criteria for projects
Project Selection Criteria

Local action groups are responsible for projecioeseiment.

The detailed criteria for project selection in tloeal tendering system should be
developed by the Local Action Groups, however, thowing guidance is to be
followed in order to ensure consistency acrost s @DER+ measure:

l. Consistency with the principles of the LEADER+ m&asand the Local

Action Group development plan

a. how strongly does the project relates to the thamgk the target group
identified in the local rural development plan

b. is the financial scale of the project appropriateite development plan
(does not undermine the realisation of the widgedtves of the plan)

c. how much does the project contribute to the retadisaof the objectives
and targets of the local development programme?

Il. Project quality

a. how well therationale of/need for the projec underpinned

b. howrealistic and logical the set upf the project (objectives, indicators,
milestones)

c. does the project meet the key objectivesotial, environmental and
economic sustainability?

d. is the projectinnovativee.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 relialfiés there
evidence of appropriate skill and, experience abal?

g. risk assessmenhas theapplicant considered various factors that might
influence project delivery? Is there any realigalution 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 tna@que
features of the area,

- application of new procedures to utilise regionatemtials to a
greater extent,

- combination and linkage of resources in a new manne

- establishment of a new — participatory - organisetl structure,

- building on unutilised internal resources,

ad a—1)g:

- the place where the project is implemented shbel situated in an eligible
settlement, i.e. the target area of the Local Actyoup (for the list of eligible
settlements, see Appendix VIIIL.4.). If the place iofplementation is not
included in the list, the project will be eligibtnly if there is evidence that
implementation benefits the target area of the Léction Group.

- verification of ownership or right for sole ugdfective leasing contract for
at least 5 years) of the place of the realisatioin® investment (not applicable
in case of services),

- declaration of the availability of own contribbut (where it is necessary),

- the total investment cost and/or maximum asst&taate do not exceed the
eligibility thresholds laid down in the relevangislation and described in this
measure, and the maximum amount identified by theal Action Groups in
the call for applications,

- permissions and certifications of authoritiesnicfeed as compulsory
annexes to the application, including the certtBoaf the compliance with the
environment protection requirements,

- no public debts,

- no aid may be granted in respect of work alrelegun or activities
undertaken before the application for aid has leeeived.

The details of the of the selection procedure anditeria for project endorsement
must be included to the LAG application.

The regional offices of ARDA will pre-assess thstsyn of the project selection criteria
of each LAG. All the pre-assessed set of selectioteria will be presented to the
ARDOP Monitoring Committee for assessment and a@drd\fter the selection of the

Local Action Groups and approval of their set olesgon criteria, the Programming

Complement will be completed accordingly.

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 argijointly, and the target
groups of both (or all) regions should benefit frtra results.

The eligibility criteria listed above are obligagdor all calls for proposals. In addition,
Local Action Groups may define special criteriatthatter serve the objectives of the
local rural development plan. Such additional cigtevill be approved by the Managing
Authority.

7.2.2 Project selection criteria

The project selection criteria will be defined HyetLAGs in accordance with the
specific targets of the elements of the local rdealelopment plan. Such criteria will be
approved by the regional offices of ARDA.
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8. Intermediate body:

Agricultural and Rural Development Agency

9. Beneficiaries:

Activity 1: For horizontal acquisition of skills: any locabaperations. In the case of
organising trainings, meetings, renting rooms aresgntation equipments: ARDOP
Managing Authority. After the pre-selection for theer training: Local Action Groups
having concluded agreement for cooperation defureter 7.1.1.

Activity 2: Local Action Groups meeting the requirements ambission Notice
2000/C 139/05 (at the decision-making level thenecac and social partners and
associations must make up at least 50% of the [maahership), selected according to
point 7.1.1-7.1.2. above.

Activity 3: As regards the ARDOP supports, eligible orgamsat include
municipalities and their associations, natural @ess small-scale producers, private
entrepreneurs, micro- or small enterprises regadte@r Hungary in accordance with Act
XCV/1999, NGOs and the associations thereof opegati the target area of Hungarian
Local Action Groups with activities belonging to thaty 2.

Activity 4: National LEADER Centre, selected by a public prement procedure.
10. Final beneficiary:

According to the EU definition, final beneficiariese identical with the Intermediate
Bodies:

Managing Authority: authorisation phase, advis@gige and legitimacy control.
Agricultural and Rural Development Agency: projéoancing phase.

11. Share of measure from ARDOP budget4.53%
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12. Financial plan, 2004-2006

LEADER+ €, current prices Million ?giésgugsgt) prices

Year 2004 2005 2006 Total 2004 2005 2006 Total
Total cost 4478502 6393788 8283560 19155850 1142 1630 2112 1885
Total public participation 4478502 6393788 8283560 19155860 1142 1630 2112 1885
Total EU assistance 3358876 4795341 6212670 143668B7 857 1p23 1584 664
ERDF assistance 0 0 0 @ q ( ]
||ESF assistance 0 0 0 0 ( [0 D &
||EAGGF assistance 3358876 4795341 6212670 143668B7 857 1p23 1584 664
FIFG assistance 0 0 q q @ ( 1]
'Total government participation 1119626 1598447 2070890 4788963 286 408 528 1221
Central government participation 1119626 159844F 2070890 4788963 286 408 28 1221
||Regiona| participation 0 0 0 q ( ( D 1]
||Loca| participation 0 0 q q ( ( D ﬂ
||Other public participation 0 0 q q ( ( 0
||Private funds to be declared

[EIB loans 0 0 g q ( ( ) [
Other private funds not to be

declared 1119626 1598447 2070890 4788963 286 108 528 1221

* In the line of each measure the HUF amounts adécative. Amounts calculated at
1999 prices in the National Development Plan ared Gperational Programme have
been transferred into 2004 prices by using a HUR Buwltiplicator of 255.
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13. Monitoring and Evaluation indicators

Frequency
measuring
Output gumber of supported Local Action Groups for implerneg local rura 0 30 - 40 annually
evelopment 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
Result e Wwoman entrepreneurs (persons) 0 340
* South Great Plain 0 268
* North Great Plain 0 232
* 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 compliamaéh environmental
regulations certified by an authority. One of thedamental requirements for local rural
development plans is to ensure environmental swshdity.

Equal opportunitiesThe LEADER+ measure of the ARDOP enforces the dspdceequal
opportunity in three ways. On the one hand in trst found of the selection of the Local
Action Groups in a hundred point scoring-systenséhaction groups that are in their local
rural development plan focusing on the improvemanthe situation of women, young
people and less favoured social groups especiélRoma people preferred by maximum
five, in the second round maximum three points. e other hand during the
implementation of the selected rural developmdahgin the case of equal scores the
projects aiming at improving the situation of runadmen, young people, Roma people are
prioritised.

(Handicap is to be interpreted as modified worlabgity, which is to be certified.)

Thirdly, those action groups where at least 60%hef total population falls under the
microregions covered by Column 3 (“rural developtierof Annex 1-2 and 4 of
Government Regulation No. 64/2004 (1V.15) couldlggdpr an amount 10% higher. This
principle also aims at compensating the territatiahdvantages.

15. Legal ground for assistance

» Atrticle 33 (f) Chapter IX Title | of the Accessidmreaty ,

» Atrticle 20 of Council Regulation 1260/1999,

» Commission Notice to the Member States (2000/CQ=9/
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111.10 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 2%

* Indicative table; percentage/ intervention aredec

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

The measure facilitates the efficient implementataf the ARDOP through general
information and preparation, planning, and the oeic implementation of the
developments. It is of vital importance that theessary information reach the addressees
in time and in a clearly understandable way anthe@same time, measurable and traceable
feed-back is received from the beneficiaries. Besithe establishment of the interactive
connection, the measure also finances the costdarfnation 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 th&BOP.

The Managing Authority ensures that the same pragaot financed at the same time
from the ARDOP TA, the NRDP TA and the SAPARD TAawoid overlaps..

The Managing Authority will follow open and transpat procedures for the selection of
its contracting partner as stated in the contract.

Objectives of the measure:

The objective of this measure is to assist the gamant, implementation, monitoring and
control of the Programme. The measure contributéld realisation of the following main
objectives:

* to support the on-going monitoring and evaluatiorlgding studies, workshops
and seminars) of the Programme;

» to support the preparation, selection, appraisdlraanitoring of the assistance and
of operations under the Programme (including awshtthe-spot checks, protection
and improvement of the environment through the afsenvironmental protection
criteria and help eliminate inequalities, as wslpaomote equal opportunities)

» to provide information and publicity on the program in line with EC Regulation
No 1159/2000.
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4. Activities:

In the framework of the measure the following atit¢ (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&eqgulation No 448/2004

a) expenditure on preparation, selection, appraisauding horizontal themes and
monitoring of the assistance and of operations.

b) expenditure of the meetings of the Monitoring Comtee and the Selection
Committee, and covering the costs of the membeggres and occasional invitees
are only eligible if the chairperson of the Monitwy Committee considers their
presence essential to the effective implementatidhe programme.

continuous financing of monitoring, preparationgamisation and management
of the meetings of the Monitoring Committee.
other costs related to the operation of the ARDO®&hikbring Committee namely
participation in the preparation, revision of thaimpolicies of the Programme, and
of the indicatorsexpenditure relating to audits anethe-spot controls.

c) employment of assistants on contractual basish®efficient effective operation of
ARDOP Managing Authority, complying with the poi@tl. of Rule 11 of the
regulation No. 448/2004.

4.2. Other expenditure under point 3 of Rule 1EGfRequlation No 448/2004:

a) Organizing information actions, seminars, studiegnferences, workshops,

working-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 stughs (travel, accommodation,
per diem).

b) Procurement of IT hardware for the appropriaymamme management (such actions
can be financed if they are not financed from tis#&T echnical assistance measure or from
the Phare programme).

For the activities and expenditures under point @&1Rule 11 of EC Regulation No
448/2004 maximum EUR459167 (EU+national assistance) is available gu2io04-2006
period.

According to Article 28 of EC Regulation No 1260/88e project can be funded from one
Structural Fund programmes at the same time.

5. Form of assistancenon-repayable direct assistance.

6. Upper limit of assistance up t0100% of total eligible costs.
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7. Share of the priority from ARDOP budget: 2.49%

75% of costs are financed from EAGGF, 25% fromarat! budget.
8. Criteria for the selection of projects

Eligibility criteria:
The annual report takes account of the usage gibldicosts and technical assistance.
Selection criteria:

Those projects will be implemented that:

» have good quality methodology and can significantgtribute to the objectives of
the measure,

» enforce community policies (with special regardstate aid, public procurement,
environmental protection and equal opportunities),

» ensure cost effective implementation,

* involvement of a wide range of partners for effeeiimplementation,

e contain innovative solutions,

* have clear and measurable outputs and results.

* Recipient (beneficiary) the ARDOP Managing Authority, and Agricultural and Rlura
Development Agency

9. Financial plan 2004-2006

Technical assistance €, current prices Million |(_|€Li;5%u|[{82t) prices
Year 2004 2005 2006 Total 2004005| 2006 Total
Total cost 2463176 3516583 455595 1053571 628 897 1167 2681
Total public participation 2463176 3516588 455595 1053571| 628 897 1167 2681
Total EU assistance 1847382 2637437 341696 790178) 471 673 871 2014
ERDF assistance 0 0 0 o 0 0 0 g
||ESF assistance 0 0 0 o 0 0 0 q
||EAGGF assistance 1847382 2637437 341696 790178] 471 673 871 2015
FIFG assistance 0 0 0 0 0 0 0 g
Total government participation 615794 879146 113899 263393( 157 224 290 674
Central government participation 615794 879146 113899 263393( 151 204 290 677
||Regiona| participation 0 0 0 0 0 0 0 g
||Loca| participation 0 0 0 0 0 0
||Other public participation 0 0 0 0 0 0 0 g
||Private funds to be declared

||EIB loans 0 0 0 Q 0 0 0 q
||Other private funds not to be

declared 0 0 0 0 0 0 0 [

* In the line of each measure the HUF amounts adéicative. Amounts calculated at 1999 prices in the
National Development Plan and the Operational Rimmgne have been transferred into 2004 prices bygusin
HUF/Euro multiplicator of 255.
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10. Monitoring and evaluation indicators

Frequency of

~ Level of indicator Current 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 (per 0 2000
Number of occasions of informing the general pybtiamber o 150
advertisements (pcs); 0
e on television (advertisements, shorts, reports)
* inpress (e.g.: press releases, articles)
Oqtpqt « other (fairs, professional exhibitions, forums,ganetations)
(monitoring) Number of organised conferences, seminars, worlss(pgs/yea 0 15-20
Number of filled-in questionnaires (Survey for agffective 0 1000
campaign) (pcs)
Number of expert contracts (p 0 4
Number of meetings the Monitoring Committee helds] 0 6 Monitoring
Number of field trips (pc: 0 10 system
Number of studies (pc 0 2
Number of people succes8fucompleting trainings, confereng 0 2000
(persons, %)
Result difference in %
(monitoring) |Result of survey conducted after the informatiomaign for th 0 between the results gf
general public (%) questionnaires beforg
and after the campaign
Increase of the number of people having generalladge abot 0 5000
the Structural Funds (%)
Impact |Increase of the awareness of the ARDOP 0 20
(assessmentiNumber of successful applicants submitting apgbeatin the 15
framework of the Agriculture and Rural Devetoent Operationi 0

Programme (pcs)
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11.Horizontal objectives

Environment:Information and trainings given in the framework tbE measure put
great emphasis on the environment protection rubegshe EU and check their
fulfilment.

Equal opportunitiesEqual opportunity is entirely provided. The substtiapplications
are selected under equal conditions. When chodsamg applications with the same
score the following applicants are given prefeeemeomen, roma people, handicapped
people and applications with a positive influence the employment of the people
concerned. Handicap is to be interpreted as madifterking ability, which is to be
certified.

12.Legal ground for assistance:

The measure can be assisted on the ground of tiemalaregulation 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 operationsfowanced 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 prscgrid procedures as the ones
applicable for Structural Funds, especially for #gricultural and rural development
programmes financed by the EAGGF Guidance Secliba.measures that are already
open or will soon be open for application havenailsir structure to the ones included in
the ARDOP. This will facilitate the acquisition skills necessary for the reception of
Strcutural Funds for the potential applicants, adlvas the institutions (Managing
Authority and Intermediate Body) which evaluate éipplications for the ARDOP. This
contributes to the efficient management of the fualdbcated for the implementation of
ARDOP.

Based on the SAPARD experience, the following majordifications took place
regarding the ARDOP.

- In order to describe the information and regulaigiven in the application
guidelines more clearly, the ARDA continuously iroypes and refines its
procedural guidelines, it issues internal directivend communicates this
information to the applicants through its custos@Ewvice.

To decrease the number of incomplete applicatioatsonalization has been
carried out regarding the documents required frobendpplicants concerning
the two new measures published in January 2004 g safficial documents
don’'t need be submitted at the submission of th@i@gion, only before the
conclusion of the contract — e.g. certificate feemption from public tax debt,
building permit in force, expert opinion from theilling authority). With
these rationalisations the problems criticized ha Mid-Term Report — the
applicant does not have enough time to obtain tliesgiments — will be
solved.

The SAPARD paper-based system created substakitdd workload, and it
increased the risk for errors, however the ARDOBliegations will be handled
electronically

- In the ARDOP the datasheet substituting the busiptn will be simpler with
a greater consideration for the circumstances lic@alture.

- The time spent with the application processingificantly decreased compared
to the SAPARD. In the central office applicatioropessing ceased, and the
tasks have been delegated to the County OfficésecARDA.

- The on- the- spot control which has been compuis@i every milestone
ceased, it is compulsory only before the last rnoles.

- For the ARDOP we negotiations have started with roencial banks about the
possibilities to raise agricultural loans.

- In the case of the ARDOP, an application cannotrdfased following its
acceptance by the offices of the ARDA.

166



- The special natural and financial characteristiceommpanies in certain sectors
will be given greater attention in the evaluationgedures. In order to achieve
this we have established contacts with the Resemrdhinformation Institute
for Agricultural Economics, and with external coligslg companies, and we
will obtain the financial data of the potential 8ets from the Hungarian Tax
and Financial Control Administration. These actiormild greatly promote the
examination of the economic viability of the applts.

The ARDOP project evaluation procedure

Applications for the ARDOP should be submitted adowy to the place of
implementation to the county office of the Agricultural and RurBlevelopment
Agency (hereinafter: Regional Office) having regibauthority.

The employees at the Regional Office process thegted applications.

1) Receiving Applications

a) By receiving applications we mean the:
* Receipt,
e Opening,
» Distributing,
» Data recording in the Single Monitoring and Infotroa System
(SMIS),
e Filing,
» Identification of applications.

b) The senior application processing officer seletts application processing
officer to deal with an application according te flollowing aspects of priority:
«  Work load,
* Area of specialization,
e If more than one application is submitted by anliappt these should be
handled by the same application processing offisdiar as possible.

2) Checking of the applications from the point t#fw of basic eligibility
a) checking takes place based on the checkingflisasic eligibility.
b) The technical officer for application processitligecks whether there are any
disqualifying conditions in connection with the &pation or the investment to be
implemented.

3) Checking of Applications for Completeness, Fermd Content

a) The check for completeness extends to checkinghghdghe Application
Form has been filled in properly and whether the nesgssocuments have
been submitted.
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b) Based on &hecklist for Completeness and Fotine application processing
officer has a look at:
* 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 béshifil

c) Itis checked that the accountable and non-accblentasts included in the
Application Form are in line with the cost items defined under ¢een
measure.

d) When checking the level of support and the strectof the financial
resources, the application processing officer latkfie following:

* The rate of support in percentages requested byaplicant,

*  Whether the rate of support is in line with thosatained in the ARDOP

Program Complement and the Call for Applications,

*  Whether the structure of financial resources reakirg in line with the
cost plan of the application.

e) Preliminary on the spot inspection

» To facilitate the reply to the questions arisingtive course of
evaluation and checking, the technical officer fapplication
processing can perform on the spot inspection stifiad cases on
the premises of the applicant. The senior technaféicer for
application processing and the head of the regiofi@e decide on
the necessity of the preliminary on the spot inspadased on the
proposal of the technical officer for applicatiomgessing.

* Implementation of the preliminary on the spot ingpmn starts with
the issue of theetters of commission

f) In the framework of the measure "Setting up youagniers” it is possible
to set up farms for the activities/sectors liste@mnnex VI11.10. The control
of these activities takes place in the evaluatisocgss and after the
approval of the project. The post-approval contraksy be carried in the
following phases: payments, evaluation of the pgegrreports or on the
spot checks.

g) If an applicant submits an application that is m@bete or contains
mistakes related to the form or the content, haveogrded such a mistake,
the ARDA on one occasion, requests the applicantcdmplete the
application by sending a document entitiddtice for Completionto be
completed within fifteen days as of the receipteioé

h) The application processing officer fills out thdtée entitled Notice for
Completion in two copies, to be checked and signed by theosen
application processing officer and the Head of Regional Office, and to
be also countersigned and registered by the lefimen in the Single
Monitoring and Information System. The applicatigmcessing executive
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sends one copy to the applicant and attaches ther atopy to the
application processing management file.

i) In the letter entitledNotice for Completionthe application processing
executive, who handles the application specifies tfocuments to be
submitted by the applicant within 15 days as welihee relating deadlines.

]) The application management officer monitors theliespsent by those
applicants who were requested to submit supplemgigkbcuments, paying
special attention to the deadline for completionmpletion is monitored
with assistance provided by the Single Monitoring éinformation System.

k) If necessary, the Agency may request further infdrom to establish its
own position,

[) If an application is still incomplete following thesubmission of
supplementary documents, the ARDA will reject thplecation.

m) If an applicant fails to fully submit the supplenteny documents within the
requested deadline, the application processingceoffiwill submit the
application to rejection.

n) If an applicant does not agree with those containddde notice he may take
an objection to the President of the ARDA withiftefen days as of the
receipt of such notice.

4) Admitting Applications

a) If an application meets the criteria relating tmiellity and completeness it
will be admitted. The Regional Office notifies tregplicant as to the
admittance in writing, about the following:

* The fact that the application has been admitted,
* The date of admittance,
* The identification number of the applicant.

b) The statement of admittance only certifies that application meets the
requirements relating to form and content, howeNeatpes not constitute the
granting of support.

c) The day of the admittance is the date of estabigshihe eligibility,
completeness and formal correspondence, which istaced in the
notification letter on the admittance.

d) The ARDA notifies the applicant within twenty fivkays as of the receipt of
an application certified by return receipt as te #umittance or rejection of
the application, or requests the submission of lempentary documents.

e) The ARDA submits the applications to decision-mgkmithin twenty five
days as of the admittance thereof.

5) Processing Applications

After admittance the applications go through thkoW@ing work phases (evaluation
process):
« Preliminary site examination (in justified cases),
« Evaluation and decision-maiking based on pointsemivto the
applications (Application Form and Attachments),
» Conciliatory evaluation (if there is no consensus),
e Summary Evaluation.
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Further processing and evaluation of the applioatiare carried out by an application
processing officer who makes decisions as to aghgitin application, and whose work
is controlled by the senior application processiffgger.

6) Evaluation of Applications (Application Form aAttachments)

Complete and eligible applications are evaluatedfgssionally and financially
according to the following aspects:

» Long-term competitiveness of the applicants asrosgaconomic ability,

viability and competitiveness,

» Personal conditions of the undertaking,

» Financial resources necessary for the investment,

» Examination of cost-efficiency,

* Financeability of the project.

The application processing officer, at the samestigstablishes whether the eligibility
criteria to be determined based on the Applicakonm and its attachments are well
founded, checks the viability and competitivenesghe undertaking, the necessity of
the investment and its conformity with the objeesivelating to the measure.

The application processing officer, as regards dwaluation of the application
(Application Form and its Attachments), considdrattan expense only qualifies for
Community support if the use of such support isaeordance with the principles of
sound financial management, with special emphasisamnomic efficiency and cost-
efficiency.

Based on the information received from the Natiddapport and Monitoring System
(NSMS), the application processing officer cheaklgether the applicant has received
support for the given project from any other nagioor EU resources.

Conciliatory Evaluation

Following the four- eye principle, the senior apption processing officer checks the
steps of application processing and also verig@sjuates and judges these points. If
he/she does not agree with the scores given byafipdication processing officer
assigned to evaluate the application, they makertsffduring a *“conciliatory
evaluation” held between them to form a common tgosiand agree on a number of
points accepted by both of them, which is recomledhe Evaluation Form. During the
conciliatory meeting the application processingceif performing the evaluation may
defend his/her position based on his/her experiandethe information collected during
the on-the spot inspection.

If, during the conciliatory meeting, the applicatiprocessing officer and the senior
application processing officer cannot reach a commagreement as to the number of
scores to be given, the final decision will be mhgéhe Head of the Regional Office.

Summary Evaluation

The application evaluation is certified via the gastion of the Summary Evaluation
Sheet containing the summary proposals of the RegiOffice. The senior application
processing officer and the Head of Reginal Offigg she document. The Head of the
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Regional Office is responsible for ensuring that thles of procedure are kept at all
times.

Summary evaluation lists are prepared per Appbcesind per Measure.

The Submission List contains the objective ane@fbdiescription of the application.
(Remark column),.which will be attached to the dueat entitledProtocol on the
result of rankingBased on this document the representative of RBAwill present
the individual applications submitted for decistorthe Decision Preparing Committees

On a weekly basis the Single Monitoring and Infotiora System automatically
prepares the rankings of the applications for decimaking per Regional Office and
per measure, it forwards them to the Central EvalodJnit and files them. The system
also prepares food industry applications of a largkeie, which are forwarded to the
Central Evaluation Unit.

7) Tasks of the Central Evaluation Unit

a) The ARDA prepares by measure a national rankinthefevaluated applications,
which is called a National Submission List, andsth lists are forwarded to the
Decisions Preparing Committees established for eaehsure. The Committees
hold meetings on a monthly basis or more often wjustified. The Committees
make proposals to make decisions on the suppdd thg available resources.

b) The Unit asks for the application documents requiog the Decision Preparing
Committee from the Regional Offices and forwardmnthto that Committee.

c) Bsed on national aspects the Central Evaluationt @maluates food industry
applications of a large value, and prepares themal ranking, which also includes
food industry applications of a small value.

d) The employees of the Central Evaluation Unit prepdational Submission Lists
(Lists of applications processed and suggestedupport, and the National List of
applications processed which don’t reach the mimmsacore) and Decision
preparation sheets to the Decision preparing Cote@)it as well as prepare
themselves for the meetings based application dentsnBased on the proposals
by the Decision preparing Committee, the Head ohagng Authority will make
decisions as to applications to be supported acteg. Based on the list the
employees of the unit record the dates and resilthe decision in the Single
Monitoring and Information System..

e) The ARDA notifies the applicants about the resulttlee decision (support or
rejection ) following the decision made by the Hedthe Managing Authority.

8) Ranking and Decision

The ARDA prepares a national ranking on the evallia@pplications per measure for
the Decision Preparation Committees of the ARDORsuees, which hold meetings
monthly or more often in justified case. The Conteds will, on the basis of the lists of
eligible projects ranked by the Intermediate Body,well as 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,
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the ARDA sends a letter to the applicants contginire decision for the support or the
rejection of the application.

If the available fund is not enough, the applicagiovhich cannot be financed are
rejected. The requested amount of support cantmnbntirely (not partially) granted.

If the amount of support of the submitted applmasi exceeds twice the overall budget
for the period 2004-2006, or exceeds the budgetdarmitment of the Hungarian Act
on Budget in force, the ARDOP MA can suspend thersssion of applications for the
relevant measure/sub-measure and publishes a puiee concerning this.

The Decision Preparation Committee can proposkedéad of the MA to suspend the
submission of applications in case of low committawell.

The Decision Preparation Unit submits the applocatito the Decision Preparation
Committee in the order of arrival until the budgst used up. The rejection of
applications or the reallocation of resources ioawlished according to the decision
of the head of the MA. The preliminary approvatltd ARDOP Monitoring Committee
iIs necessary to the reallocation of resources lmtwmeasures as to all the
modifications in the PC.

If the applicant disapproves the decision of thendang Authority, may submit a
written protest addressed to the Minister for Agitiare 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 eealuat an independent team
of evaluation experts and led by ECORYS-NEI, Roten, 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 Hunghtiaistry of Agriculture and
Rural Development (MARD), as acting managing authaf the ARDOP.

The evaluation consisted of a full-scope evaluabbthe ARDOP and its Programme
Complement and - at the same time — technical tassis was provided by the
evaluation teano the staff oMARD, VATI and AKII responsible for the programme,
with the aim of improving the programme during thaluation process. Several times,
the ex-ante evaluation team made various suggeséiot recommendations in order to
improve the programme’s structure and content. His ¢nd various discussions and
‘brain storming’ sessions with the staff of MARDAVI and AKIl were held. The
evaluation team reported to both MARD and the PMf] established contacts with
the evaluation teams of the other Operational Rirognes, the evaluator of the NDP. It
had discussions with staff from the EU DelegationHungary 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
1.1 Introduction

This final evaluation report on the Programme Canmnt (PC) of Agriculture and
Rural Development Operational Programme (ARDOP)2004-2006 for Hungary
assesses the last, definitive version of the Progra Complement, i.e. version 13 of 28
April 2004. This report replaces all earlier regosiith respect to PC version 13.

With the evaluation of the PC, the last of the 8ktaidentified in the Terms of
Reference describing the Ex-ante Evaluation o'AR®OP has been accomplished, i.e.
Task 8: Evaluation of the measures in the Prograd@omplement.

The Programme Complement (PC) has been evaluateariatis moments during the
evaluation process, and has commented on diffarersions of the PC (see earlier
reports by the evaluation team ARDOP, PC version$,27). This is proof of the

interactive way of evaluation. The focus of thishieical report will be on version 13.

In accordance with Council Regulation (EC) No 12899, Article 41 (3), it evaluates
on a measure-by-measure basis:

The consistency of the PC with the aims of theesponding 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 i@igsion 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 follow. In sectidhthe evaluation approach is shortly

discussed, followed by section 1.3 with a numbeingbortant general remarks that

apply to all measures. Chapter 2 reports on thengdsm compared with the last

evaluated version of the PC, and provides a geasssssment 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 the PC’s measures with the aim®wésponding priorities.

Results

Findings about the consistency with regard toesponding priorities and relevance
of selection criteria

Concrete and elaborated proposals for revisioth®frelevant chapters of the PC
(made also in earlier phases of conceptualizing*tbe

Working method
The working method consisted of the desk analy$ishe PC and other relevant
documents.

1.3 General comments and remarks

Overall judgement of the PC. Concerning the mogiartant objective of the ex-ante
evaluation of the Programme Complement, i.e. tisessment of the consistency of the
PC’s measures with the aims of the correspondimggipes, the evaluators’ judgment is
positive. On the whole, the PC is consistent with ARDOP.

Potential improvements. Although the PC is judged the evaluation team as
sufficiently adequate, some comments still applg Mt 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 underaédbk tables. This is both relevant
for the ex post evaluation and for future programgrexercises.

Il. Baseline indicators. Baseline indicators aik sften set at zero. Where possible the
baseline indicator should contain relevant figures.

lll. Regional disparities and programme impact. Wrespect to the decrease of
disparities between the regions the evaluators tinatefrom the quantified targets the
Southern plain region can expect the highest (absplmpact. The ‘problem regions’

Northern Plain, Northern Hungary and Southern Taansbia can expect more impact
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than the other regions, which is in line with thbjextive. However, there is no
explanation for the highest impact in a region,ckhs not one of the problem regions.

IV. Weighting of the selection criteria. Althouglhet selection criteria have been
improved it is not clear how different aspects Wil weighted against each other in the
selection process. Transparancy and openness aghting criteria (how many
points for what) to potential beneficiaries is immt as it gives them an opportunity to
assess their chances of receiving support. Ifishit properly addressed — which can
be arranged for in a later stage though - thisccowin out to be a weak point in the
selection process of projects.

V. Selection of projects over the programme peride 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 aiideehas been defined. Especially with
respect to the latter, no clear indications aremief the importance of the criteria vis-a-
vis each other, nor their relative weighting in geection process. Insight in how the
checklist procedure will be implemented is impottenpotential beneficiaries. While

adequate attention is paid to the project appboagvaluation procedure in the PC
(chapter V1), this remains a weak point.

Earlier experience (e.g. SAPARD) shows that thgegtaevaluation process is regarded
by most beneficiaries as slow. A clear checkligicedure for each measure might be
able to speed up the procedure.

VII. Eligibility and selection criteria. The eligilty and selection criteria for each of the
measures as reported now in the PC form in faohg list which includes substantive
explanatory texts but lacks coherence and transpwrdt is usually not clear what the
most important criteria for selecting a project laggtion are. The criteria section of
each of the measures would benefit greatly frorhomough revision, in which a clear
distinction is made between main and minor crifpoats. See also points IV, V, VL.
The long list as it stands now will no doubt leau lengthy, burdensome and
bureaucratic procedures during the implementatitase. This gives the reason for the
critical look at and reconsideration of the crigeri

VIII. Equal opportunities

For each measure a separate text dealing with rprefal treatment (‘positive
discrimination”) of women, handicapped people, ypdarmers and Roma has been
added. In other words, a generic preference isngiwehese groups.

IX. Use of English language. The English used mRC is (still) regarded as less than

adequate. This leads sometimes to unnecessarystomflddequate changes should be
made.

2 Evaluation by chapter & accomplished changes
2.1 Introduction
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Several positive changes have been made comparbe tast version of the PC. An

inventory of these changes in line with the intévecevaluation process, is listed here
on a chapter-by-chapter basis. Subsequently, ara@emessessment in terms of
acceptability of each chapter from the point of éaluator is provided.

Various additional text parts have been addeditoléitest version 13 of the PC. Its size
in terms of pages increased from 150 pages (veBibacember 2003) to 187 pages in
the final version. The additional 37 pages haverawgd the understanding of the

measures described in the PC, the implementatioineoARDOP and its organizational

set-up. Especially the financial tables for theivihal measures, the eligibility criteria

and the section on indicators (new indicators atjdsament of target levels) have been
strengthened. The paragraphs on selection crigégriasupported investments contains
important changes to a positive direction.

2.2 Chapter I, Introduction

A number of different parts have been added, dioly

- an organisational overview and description ofARDOP Managing Authority
a richer description of the monitoring systemwali as the Committee
same on the SAPARD mid-term evaluation
same on the Management Committee
same on the financial management and contraigeraents
same on Monitoring capacities (comment: righitiyaged in the current text?)
same on Co-financing aspects
same on the role of the Paying Authority, itksaand the payment process
same on its Consistency with the Rural DevelopgrRém.

Furthermore, the introductory part has been supghéed by various contact details.

Assessment: the changes have definitely strengthéme latest version of the PC.
Useful material was added. Chapter 1 is judgectespable.

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 (iraka 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 in part [1.5 Contents ofraaunication

the earlier section 1.6 Time schedule has besmplaced by a more precise
Communication Action Plan, and supplemented by selwsection on tools

a handy table on the various communication ins¢nts and linked target groups

the inclusion of evaluation indicators.

Assessment: the changes have improved this paned?C. Useful new materials were
added.

One minor comment applies: it is not always cleathie evaluator how parts of the
added text relate to the ‘old’ text. Especiallye thositioning of new parts could be
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reconsidered. E.g., in two different parts the inigace of evaluation is mentioned. It
would have been more transparent if both partshleest merged.

Chapter 2 is judged as acceptable.

2.4 Chapter lll, Detailed description of measures

The new chapter lll is a revised version of thal*ahapter IV. The ‘old’ chapter IlI
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 ARDOP itself. H@xewt does not change the quality
of the PC.

Various changes have been made with respect todétailed description of the
measures. Changes include:

Extended explanatory texts regarding the indidmeasures (more detailed
description of the measures)

More detailed description of the support givemgluding quantitative data on
support levels

Eligibility criteria, including beneficiaries (haal persons, producer groups, etc.)

A redrafted and actualized section on applickbies

Additional criteria

Financial plans 2004-2006, i.e. detailed tabléhk split out cost items by year and
in euros and HUFs, private funds and assistance @tbier funds.

Adequate indicators and targets.

And more specifically by measure:

Adaptation and increase in indicators and astauti@rgets for the assistance to the
fisheries sector measure Il.2 (considered an ingareent)

training (111.4) measure: Roma have been incluaed target group.

training (111.4) measure: Trained handicappedpbtedas been added under impact
indicators (minor comment: not mentioned under ouipdicators though)

improved marketing & processing measure (lll&gded are excluded investments
(eligibility) for various categories

expansion of rural income opportunities (llIl.6) easure: various major
improvements including the inclusion of eligibilityiteria, financial plan and indicator
schemes

Leader+ (I11.9) measure: various revised indictdogets

Assessment. The changes have strengthened thedirsabn of the PC compared to the
last version. Useful new material was added, widgjomimprovements on the part of
eligibility criteria, financial target levels antd fine-tuning of the indicators part.

Comment: in case of restricted periods of callsajmplications — if any -, it is not clear
how this will be communicated to the potential Hemnaries apart from the internet.

Special advertisements in local newspapers or avangeted direct mailing could be a
possibility.

Chapter 3 is judged as acceptable.
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2.5 Chapter 1V, Evaluation procedure of the appiice

New chapter. The starting point is the SAPARD eigmere which is judged as
adequate. It is assumed that improvements basdted®APARD experience have been
introduced. This was checked by the evaluator (mafgheck on the basis of the mid-
term evaluation SAPARD); various improvements hiawen taken on board.

A precise description of the full cycle of projeevaluation is given, including a
paragraph on ranking and decision making.

Comment: it is not quite clear whether projectsl wé 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 awddafund is not enough, the
applications which cannot be financed are rejecteme p. 138) and the relative
‘newness’ of the programme, which makes interedtugtake difficult to predict. In the

case of an unexpectedly high number of applicattbissmight lead to difficulties and

frustration among applicants and implementing badie

Chapter 4 is judged as acceptable.

2.6 Chapters VI-VIII: Exchange of Computer Dataditative 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 bdeft out. In the attachments of
Chapter VIII figures have been shown in HUF amouwagain. This is not consistent,
therefore we recommend re-including the old tabid3UF as well in Chapter VII.

Furthermore:

Section VIII.3 on investments excluded from supgfood processing) has been
added

An extensive table on animal welfare and hygietgirements has been added in
Chapter VIl (i.e. VIII.8 Minimum requirements).

Assessment: the changes have positively contribiateétle overall quality of chapters
VI to VIII. Overall, their content is judged as apmte and acceptable.

3 Evaluation by measure
3.1 Introduction
This final evaluation comments on the final versainthe PC - version 13 - only. In
accordance with Council Regulation (EC) No 12602, 9%ticle 41 (3), it evaluates on
a measure-by-measure basis:

The consistency of the PC with the aims of theesponding priorities

The quantification of targets & indicators, and

The relevance of the project selection criteria.

The part on consistency includes a judgement orcomsistency with the aims of the

priorities, and it also determines whether theifigation and the description are in
reasonable conformity with the corresponding texhe OP.
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The part on the quantification of targets and iathcs examines whether the targets in
the PC are in reasonable conformity with the cpoesding targets in the OP, and
assesses whether a good link between the targgtharcorresponding monitoring and
evaluation indicators has been made.

The verification part on the relevance of selectidgteria assesses the relevance of both
the eligibility and selection criteria mentionectire PC.

3.2 Assistance to investments in agriculture

Consistency with the aims of the correspondingriires

Measure 1.1 Assistance to investments in agriiliarone of the measures to be
applied under Priority 1 Establishment of compeditbasic 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 production structure

To establish a better age structure of the atwi@h labour force and agricultural
entrepreneurs

To increase occupational skills.”

In the evaluator’s opinion measure 1.1 is consisiéth 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 production structure.

According to the evaluator the intended supportineestment to each of the six
investment categories is in line with each sub-aiam&l will positively contribute to
these sub-aims. Investment in new modern produdéagacity — which in essence is
the subject of all six sub-measures including amdfiand irrigation - can be expected to
improve the overall production structure; to improthe quantity and quality of
agricultural produce, and therefore productivitydao reduce the costs of production
(more efficient and more rational ways of produc}io

Priority. There is no clear reference in the PC ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OPedonot correspond with the justification
in the PC. The OP text is the leading with respedhe justification issues and there is
no need to repeat this text in the PC. By adding elements to the justification, while
leaving out other elements, the justification ie C has become confusing instead of
making the explanation easier.
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Description. The description [(3), but more in pafar (4)] is more extensive than in
the OP, as it should be and a further delineatiadh@investment support is offered on
a sub-sector by sub-sector basis. Instead of ttegaaes ‘facilities related to animal
husbandry’, as well as plant production, six catiegoare now distinguished in the OP.

In (3) sometimes eligibility criteria seem to hdaen mixed up in the description of the
measure, e.g.:

page 39: “investment subsidies are only avail&dléoldings... etc.”

page 40: “investment support can only be gratdearicultural holdings that fulfil
... etc.”.
The text should be reshuffled accordingly. The arptory text on economic viability is
useful but should be repositioned to the sectidaclen criteria.

Overall judgement on consistency

The measure is judged broadly consistent with tires af the corresponding priority.
However, in order to make this correspondence notegar 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 whidbrty the measure applies and how
the measure relates to the aims of the correspomutiarity in the OP.

redrafting of the ‘justification’ part accordirygl

more generally, a critical reassessment of tlsergdion and ‘justification’ of the
measure by keeping it in line with the text of t&4, and evading unnecessary
duplications .

In the opinion of the evaluator, the measure cbuatds to three of the five aims
mentioned under priority 1 Establishment of contpetibasic material production in
agriculture (see above).

Quantification of targets & indicators

The PC largely repeats the targets of the OP. Tot®g specific and operational targets
are, however, not in all cases identical to thebglpospecific and operational targets
listed in the Operational Programme. For exampée @ mentions as specific target
“the diversification of basic agricultural actiws, to change the structure of
production”. This was subsequently changed in fBeaP “to modernize the production
structure of agriculture”. Yet the degree of confdy can be judged as acceptable.

There is no clear link between the targets idesdifin (3) and the monitoring and
evaluation indicators (and targets) mentioned iB).(1At least, a reference and
explanation of the relationship between the twousthde given, e.g. in terms of the
four investment types distinguished under the hepdperational targets. As it stands
now, it is hard to measure and verify whether ttetesl 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 empditure categories is given (e.g. in
terms of intended percentages of total investmeappart), unlike for instance measure
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[11.2 Structural assistance in the fisheries sefgee page 53, item (2)].
Verification of the relevance of selection criteria

Under this heading both eligibility and selectiaiteria are described. Reshuffling of
section 7 could improve the readability and compnsiveness of this section. The text
on economic viability and eligibility (now both B) should be placed here.

With respect to selection criteria, various crdeper investment support category are
distinguished, yet without a clear weighting betwé®e criteria. This choice makes this
selection process flexible, however does not makéransparent neither for the
applicant, nor for the selection committee.

Economic viability should be an important criteriobogically economic viability
follows from a sound business plan. Except for Boed Groups, economic viability,
however, appears to be assessed on the basismufaBlaGross 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 qualjof products and production) be
weighted in the selection of projects? The spepiaference that is given in the
selection criteria to young farmers, disadvantagenips or women means that when
choosing from two applications with the same quadifon these groups will be given
preference (i.e. positive discrimination).

The investment measure as a whole is not verytsedear 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 indicationexions to be supported (e.g. in terms
of number of projects; this is unlike some of thbep measures). It might well be that
support to some ‘well-favoured’ regions would be renobeneficial to the
competitiveness of the agricultural sector as alevbitan support to less favoured areas.
It should be noted that in the mid-term evaluatiminthe SAPARD Programme
recommendations in favour of this more focused fofreupport were made.

Overall judgement on the relevance of selectiorea

Although the presented criteria as such are judgéfitient, the eligibility and selection
criteria should be reshuffled in order to improeadability and comprehensiveness.

A number of improvements could, moreover, be acdsimpd. The following
recommendations are made:

Highlighting the importance of a sound businesan pand (future) economic
viability should be highlighted. The same appliesritended quality improvements in
relation to the selection of projects.

When selecting projects, sector-perspective shoat be forgotten. l.e. due to the
broad scope of the measure (various investmengaaés and goals), the measure runs
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the risk of supporting a fragmented structure mdtef focusing the support toward
viable and competitive parts of the sector. A moggionalised perspective could
improve the focus of the measure.

3.3 Structural assistance in the fisheries sector

Consistency with the aims of the correspondingrjiies

Measure 1.2 Structural assistance in the fishexaesor is one 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 modee 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 production structure

To establish a better age structure of the atwi@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 isb@st with the corresponding OP
priority, in particular with the following sub-aims

To increase productivity (vide submeasures 3243}

To improve the production structure (vide subroea84)

To increase occupational skills (vide submeastdesnd 46).

The measure includes the (re)construction of fesims, fish production systems, fish
processing plants, investment in inland fishingipouent and promotion.

Priority. There is no clear reference in the PGhim introduction that clearly links the
measure to the priority in the Operational Prograr{@P). However, short references
to priorities are made in section 4 Measures taken.

Justification. The justification given in the OPedanot fully conform to the justification
in the PC. New elements have been added to th&gason, which better illustrate the
rationale behind the measure. Judged as acceptable.

Description. In the description slight and tailothnges have been made compared to
the OP. The categorization is in conformity with gRéEC) No 366/2001. The
description in terms of measures taken is clegreaally the split into 6 submeasures.
Judged as adequate.

Overall judgement on consistency

The measure is judged broadly consistent with tires af the corresponding priority.
However, in order to make this correspondence notegar and visible, a number of
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changes need to be accomplished in the PC to lirindine with the remarks above, in
particular:

the inclusion of a concise explanation to whidbniy the measure applies and how
the measure relates to the aims of the correspgmuiarity in the OP.

an according redrafting of the ‘justification’rpa

more generally, a critical reassessment of ttsergdion and ‘justification’ of the
measure by keeping it in line with the text of t# and evading unnecessary
duplications.

In the opinion of the evaluator, the measure cbuateés to three of the five aims
mentioned under priority 1 Establishment of contpetibasic material production in
agriculture (see above).

Quantification of targets & indicators

The PC largely repeats the targets of the OP, wiitihal, specific and operational
targets being identical. The indicators are largelggruent to the specified targets and
are judged as adequate. The only aspect that dmeildiven more attention is the
improvement of the quality of fishery products f@nich no indicator has been defined.

Verification of the relevance of selection criteria

Economic viability following project implementation i.e. a prior assessment of
whether the enterprise and/or activity is sustdmabeconomic terms after the project
has ended - is missing as a criterion.

A well-defined business plan should be part of shkection procedure, at least where
entrepreneurs (private and/or (semi)public) areceamed.

With respect to the sub-measure Inland Fishinggopof being licensed for fishing’ as
the only additional criterion - apart from the geteeligibility criteria — and without
any economic assessment whatsoever is judged agemea

With respect to the sub-measure Promotion, ‘acogrdd general criteria as the only
additional criterion’ and without any economic a&sseent whatsoever is judged as
meager.

With respect to sub-measure Assistance to prodocganisations, the statememt
‘according to 104/2000 EC Rgeulation’ should belaxed.

The selection criteria only mention sub-measurésaéd 4.2. It should be extended to
include 4.3 — 4.6 as well.

It is not clear why only for sub-measure 4.2 thi#goraf women employed is mentioned
as a criterion and why not for other measures.

Overall judgement on the relevance of selectiorea

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 betfgaieed. See above.
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The selection criteria only mention sub-measurésatd 4.2. Should be extended to
include 4.3 — 4.6 as well.

A further possible improvement would be to inclusmnomic viability as a criterion,
for sub-measures 4.1, 4.2 and possibly for subsarea 4.5 and 4.6. The same applies
to the inclusion of a business plan.

3.4 Setting up of young farmers

Consistency with the aims of the correspondingriies
Measure 1.3 Setting up of young farmers is onehefrheasures to be applied under
Priority 1 Establishment of competitive basic miatlgoroduction in agriculture.

Priority. There is no clear reference in the PC #learly links the measure to the
priority in the Operational Programme (OP).

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 production structure

To establish a better age structure of the atwi@h labour force and agricultural
entrepreneurs

To increase occupational skills.”

In the opinion of the evaluator measure 1.3 is isbast with the corresponding priority,
with the following sub-aims, and in particular tlast one:

To increase productivity

To improve production structure

To establish a better age structure of the atwi@h labour force and agricultural
entrepreneurs.

Remark: it not clear how the measure will deal while agricultural labour force at
large, as the measure appears to be specificatigdhat young private entrepreneurs.

Justification. The justification given in the OHfdrs from the justification in the PC,
but is broadly consistent with it. Judged as acapt

Description. The description clearly explains wiet measure entails (3) and for which
activities (4).

The congruence of the measure with the measurestAsse to Investments in
Agriculture is not fully clear to the evaluator,pesially with respect to the interest
support (loan) element and — generally - the pdggilof ‘double’ support. This part
should be clarified.

Overall judgement on consistency
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The measure is judged broadly consistent with tires af the corresponding priority.
However, in order to make this correspondence notegar and visible, a number of
changes need to be accomplished to bring it in ln# the remarks above, in
particular:

the inclusion of a concise explanation to whidbrty the measure applies and how
the measure relates to the aims of the correspgmuiarity in the OP.

the redrafting of the section ‘justificationtardingly

more generally, a critical reassessment of tlsergdion and ‘justification’ of the
measure by keeping it in line with the text of tBd and evading unnecessary
duplications.

In the opinion of the evaluator, the measure cbuateas to three of the five aims
mentioned under priority 1 Establishment of contpetibasic 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 taigettse OP. The quantification in terms
of indicators is acceptable.

Monitoring of special groups (Roma, handicappedusthbe considered.
Verification of the 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
people applying with more than 3 years of expeeebat falling within the target

category (below 40 years of age) will be exclud&dRy? And how is agricultural

experience defined? Does it, e.g., include paretmork experience on a farm?

What are the crucial factors that determine econonability? How will this be tested
after the indicated period of 3 years?

Like other measures, the selection criteria doshmw the relative importance of the
different elements for selection. How will certainteria, in particular “taking over a
farm”, “membership of producer organization” andrthers operating in less favoured
and environmentally sensitive areas” be weightesklacting projects? This part should
be clarified.

Overall judgement on the relevance of selectiorea

Eligibility and selection criteria as such are jadgufficient. 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 viahilit
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It should be clarified in which way the selectiontaria “taking over a farm”,
“membership of producer organization” and “farmeggerating in less favoured and
environmentally sensitive areas” will be used ilesing projects.

3.5 Assistance to vocational further training agiaaining

Consistency with the aims of the correspondingriies

Measure 1.4 Assistance to vocational further trginand retraining is one of the
measures to be applied under Priority 1 Establisttroé competitive basic 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 production structure

To establish a better age structure of the atwi@h labour force and agricultural
entrepreneurs

To increase occupational skills.”

In the opinion of the evaluator measure 1.4 is isbast 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 PC #learly 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 left ogit tfaining courses for women) while
they reappear later on in the text.

Description. The description clearly explains wiiet measure entails (3) and for which
activities (4). Compared to the OP, more focus baesn added with a the list of
‘technical fields’ eligible for support.

Overall judgement on consistency

The measure is judged broadly consistent with tires af the corresponding priority.
However, in order to make this correspondence notear and visible, a number of
changes need to be accomplished to bring it in Wi the remarks above, in
particular:

the inclusion of a concise explanation to whidbniy the measure applies and how
the measure relates to the aims of the correspgmuiarity in the OP.

the redrafting of the section ‘justification’ @cdingly
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more generally, a critical reassessment of tlsergdion and ‘justification’ of the
measure by keeping it in line with the text of tBd and evading unnecessary
duplications .

In the opinion of the evaluator, the measure cbatds to two of the five aims
mentioned under priority 1 Establishment of contpetibasic material production in
agriculture, partly to increase occupational skills

Quantification of targets & indicators

The “safeguarding of environmental benefits” hasrbadded as a global target. The
two specific targets have been positively adaplied not clear why only Roma are
mentioned in the operational targets, and why tieérogroups as well, or women.

A difference in terms of the available budget hasrbmodified between agriculture-
specific training and forestry/fishery-specificitiag. In the monitoring and assessment
evaluation indicators this distinction does noppezar. Inclusion should be considered.

Verification of the relevance of selection criteria

Under eligibility criteria providers of training either natural or legal persons - are
mentioned, whereas farmers are mentioned as bemefsc 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 employmeirtuation”. 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 evaluatorwibuld be logical within a region to
select on the basis of the revealed needs amomgstefs, rather than on the
considerations for employment.

Overall judgement on the relevance of selectioreGa

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 seledariterion “the training be(ing)
conducted in an agricultural region, being in catiemployment situation” can be
adapted (see the above) and explained how exaetlil be used in selecting projects.
3.6 Improvements of processing and marketing atafyural products

Consistency with the aims of the correspondingriies

Measure 2.1 Improvements of processing and maxketiragricultural products is the
only measure to be applied under Priority 2 Modstion of food processing.
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The aim of priority 2 has not been described in @ (see page 100-101), as it has
already been indicated in the ex-ante evaluatiothef OP. Due to this, a check on
consistency could formally not be accomplished.

A marginal check on the usefulness of the measundetlze eligible support under the
measure vis-a-vis the aim of “modernizing food essing” is, however, positive in the
view of the evaluator.

Priority. There is no clear reference in the PC ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the ORfdis strongly from the justification in
the PC. The rationale given is short but adequidte.paragraph ‘strategic elements ..’
is judged unnecessary as it broadly covers (a tsmte®f) the targets dealt with
subsequently.

Description. The description clearly explains wiet measure entails (3) and for which
activities (4). Compared to the OP, more focus besn 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 sectd) Supported investments. This is
not logical. Integration of the two in (4) would egitly enhance readability and
comprehensiveness.

A distinction is made between small (30-100 m HARJYl 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 aacebgible for a higher percentage of
support. It is questionable whether this categtionas justifiable.

Overall judgement on consistency

The aim of priority 2 has not been described in @t (see page 100-101), as it has
already been indicated in the ex-ante evaluatiothefOP. Due to this, a check on
consistency could formally not be accomplished.

If the aim of the priority is defined as “the modemation of food processing”, i.e.
identical to the priority itself, the measure canregarded as being in line with that
priority. The specific targets (improved competiiess of processing enterprises,
rationalization between processing and sales chsnngroved food safety and quality
of food products, improvement of working conditiprend reduced environmental
impact) of the measure are considered to contritnvards the modernisation of food
processing. A more apt title would be the “modeation of the food industry”.

Quantification of targets & indicators

While global and specific targets conform to thesmentioned in the OP, some of the
operational targets differ. For example the PC mastimprovement of the production
of ‘new, higher processed innovative products’ east of ‘new products with
added’'value (OP). The changes are within limitd #rerefore judged acceptable. In
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the remainder of the text sometimes the old denatiins are still used. This 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 indicatorfocomto the targets.

Verification of the relevance of selection criteria

Eligibility criteria. With respect to (economic)ability a list of various factors to be
assessed are mentioned. No indication is given ocasvhiat are the acceptable
benchmarks in this respect. Furthermore, the agqiis requested to provide evidence
on sales opportunities created by the project. dinectly relates to viability and should
therefore be integrated and the text readjustedrdirgly.

A eredrafting of the text on eligibility criteria omld improve the readability and
comprehensiveness and should be seriously condidere

Selection criteria. Selection criteria apply to tmmpany (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 the relevance of selectioreGa

Eligibility and selection criteria are judged agfwient. Improvements could be made
with respect to:

Explaining and elaborating the viability criterion.

Redrafting the eligibility criteria text in ordes tmprove its comprehensiveness
Making clear to potential beneficiaries what théatiee importance of the various
selection criteria will be in the selection proges

3.7 Expansion of rural income earning opportunities

Consistency with the aims of the correspondingrjiigs

Measure 3.1 Expansion of rural income earning dppdres is one of the measures to
be applied under Priority 3 Development of ruralee.

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
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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 fertbrosion of the landscape and the
image of the rural world.”

In the opinion of the evaluator measure 3.1 is isbast 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 amtome positions of the rural
population.

The variety in support — through the sub-measurnesrsification of agricultural
activities (sub-measure 4.1), the marketing of ipraricultural products (sub-measure
4.2), development of rural tourism and craft atiég (sub-measure 4.3) warrant a broad
base of potential beneficiaries.

Priority. There is no clear reference in the PC tlearly 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 the sub-measureteisr and well-structured.

Remark to submeasure 4.1: new percentages comjzated OP are mentioned with
respect to sales revenue (15-20% in 5 years vis-80% in 2 years).

Remark to submeasure 4.1: it is not clear on whatsbthe limitative list of eligible
products has been exactly made and whether sioalagories have been left out. Yet
the activities all appear to be labour-intensived amall-scale.

Remark to submeasure 4.1: additional evidence &as put forward to substantiate the
claims with respect to the Excellent Food and Trad$ — Tastes — Regions schemes.

Overall judgement on consistency

The measure is judged as broadly consistent witattms of 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 Wi the remarks above, in
particular:

the inclusion of a concise explanation to whidbniy the measure applies and how
the measure relates to the aims of the correspgmutiarity in the OP.

the redrafting of the section ‘justification’ @cdingly

more generally, a critical reassessment of ttsergdion and ‘justification’ of the
measure by keeping it in line with the text of tl# and evading unnecessary
duplications.
In the opinion of the evaluator, the measure cbates to at least two of the three aims
mentioned under Priority 3 Development of rurakate
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Quantification of targets and indicators

Targets have been sometimes slightly altered cozdarthe OP. E.gQ.:

(global target) “to create wider sources of ineoearning opportunities” (PC)
instead of “to create income opportunities”.

(operational target) “to improve the marketingjaélity agricultural products” (OP)
and “to improve the marketing of quality agricuilproducts” (PC).

Remark: Impact is now only measured in terms ofsjalreated and preserved.
Income/revenue levels receive no attention while th an important global target as
well.

Verification of the relevance of selection criteria

Eligibility criteria are clear and judged as su#itt. The definition of economic
viability is clearer described than elsewhere mRC.

Selection criteria are judged as sufficient. Ithewever, not clear what is meant by the
term ‘development’. Most probably the term ‘projestmeant instead.

Overall judgement on the relevance of selectiorega
Eligibility and selection criteria are clear and@ged sufficient.

It would be to the benefit of potential applicatasnotify them in advance of how the
various criteria will be weighted in the selectjmocess.

3.8 Development and improvement of infrastructumenected with the development of
agriculture

Consistency with the aims of the correspondingriires

Measure 3.2 Development and improvement of infuasire connected to 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 “tonpote 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 humareptls (...) and the further erosion of
the landscape and the image of the rural world.”

In the evaluator’s opinion measure 3.2 is consisigth the corresponding priority and
aims. While the development and improvement ofcadparal infrastructure has a direct
and foremost effect on the development of agricaltut can be expected to have
positive indirect effects on the development ohhareas as a whole, by increasing the
accessibility and hence the mobility opportunitésural areas.
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Priority. There is no clear reference in the PC #learly 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 the sub-measureteisr and well-structured.

It is not clear from the text, whether maximum amisuapply to submeasures apart
from those for sub-measures 4.2.2 and 4.2.3.

Overall judgement on consistency

The measure is judged broadly consistent with tires 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 Wit the remarks above, in
particular:

the inclusion of a concise explanation to whidbniy the measure applies and how
the measure relates to the aims of the correspgmuiarity in the OP.

the redrafting of the section ‘justification’acdmgly

more generally, a critical reassessment of ttsergdion and ‘justification’ of the
measure by keeping it in line with the text of tl# and evading unnecessary
duplications.

In the opinion of the evaluator, the measure cbuatas indirectly to all three aims
mentioned under Priority 3 Development of rurakate

Quantification of targets & indicators

The specific target “to improve the conditions wigation water facilities ... etc.” was
reformulated into “to improve irrigation water mgeanent”. Some elements have been
added to the specific targets, e.g. “to develollonarkets etc.” was extended to
include “...buying up facilities, wholesale market3he specific target “to preserve
and to improve fertility of land, melioration” wasodified as “to improve agricultural
land, to make it suitable for extensive utilisatiomhe latter is in fact quite different
from the target stated in the OP.

In the monitoring and evaluation indicators no iddtion 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 diffel@nd 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 $tidie¢ maintained.

Does the indicator “number of agricultural entesps affected... ”: mean how many

enterprises are actually connected (e.g. by roatis¢?term “affected “ is too broad as
in principle it serves society as a whole.
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With respect to environmental protection (see dlotaagets), no indicators are
provided. The same holds for income, revenue, aratking/production/living
conditions. Some - albeit rough - indicators shobkl defined to address this
undesirable situation.

Verification of the relevance of selection criteria

The eligibility criteria include two specific crit@ 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 ontepviability and sustainability. The
relationship between the three — which obviouslgtexis not made clear.

Selection criteria also mention positive discrimarg treatment of women and
disadvantaged groups. At the same time under diintt is mentioned that equal
opportunities are neutral. How do these two statdsnelate?

Classification and especially the ranking of pritgewill be expected to be difficult, as
high support rates might engender a great numbeapplications. How will the
selection proceed? According to region? Other rcaite

For submeasure 4.3 the number of services andidmscbffered on the market are
mentioned as ‘further criteria’ (page 107). Whagsld mean exactly?

Overall judgement on the relevance of selectioreGa
The eligibility criteria are clear and judged affisient.

The selection criteria are in principle judged might, provided that certain
amendments are made, in particular:

a clarification of the relationship between outep viability and sustainability
how projects will be judged in terms of assesssetls — as clearly in some regions
there is more urgent needs for improved infrastmgcthan elsewhere.

3.9 Renovation and development of villages andegtain and conservation of rural
heritage

Consistency with the aims of the correspondingriies

Measure 3.3 Renovation and development of villages protection and conservation
of rural heritage is one of the measures to beiegpinder Priority 3 Development of
rural areas.

The aim of Priority 3 (see OP, page 107) is “tonpote the realignment of rural areas.

Within this:
To reduce the economic and social disadvantagesal areas
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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 fertbrosion of the landscape and the
image of the rural world.”

In the opinion of the evaluator measure 3.3 is isb@st with the corresponding priority
and its three consecutive sub-aims. Through thé&ateation and development of
existing buildings for multi-functional purposesiet renovation of buildings and of
monuments; and by improving and protecting natuafles and the landscape, positive
effects can be expected to directly and positiafgct the “quality and conditions of
life” and prevent “further erosion of the landscagpe the image of the rural world”.
The measure can be expected to have a positivadiegct impact on reducing existing
disparities, on diminishing the ageing and depdpuiaof small settlements and on the
further deterioration of human potentials.

Priority. There is no clear reference in the PC ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OHfdrs 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 tires 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 Wi the remarks above, in
particular:

the inclusion of a concise explanation to whidbniy the measure applies and how
the measure relates to the aims of the correspomutiarity in the OP.

the redrafting of the section ‘justification’ @cdingly

more generally, a critical reassessment of tlsergdion and ‘justification’ of the
measure by keeping it in line with the text of tBd and evading unnecessary
duplications.

In the opinion of the evaluator, the measure cbates directly to (parts) of two of the
three sub-aims mentioned under Priority 3 Develagne rural areas, and more
indirectly to all of the mentioned sub-aims.

Quantification of targets & indicators

Slight differences appear to exist between theetarlisted in the OP and in the PC:
Global objective “to improve living and workingrmditions in rural areas”(OP)
versus “to improve living conditions in rural areé8C)
Specific objective “to improve the appearanceucél settlements and environment”
(OP) versus “to improve rural settlements and emvirtent” (PC)

194



The monitoring and evaluation indicators are restd. The increase in the quality of
life is the only impact indicator listed. Reductiohmigration, the other global target, is
not monitored.

Verification of the relevance of selection criteria

Regarding the eligibility criteria, it is not clepow the eligibility criterion “no public
debts” relates to the actual status and jurisdiabiblocal governments.

It is not clear how applications will be evaluateglyen the broad number of very
different beneficiaries. What are the more impdrtsglection criteria, and how, for
instance, will applications by private entrepresdoe evaluated?

It is not clear how viability and operational susédility will be measured when talking
about, e.g., the preservation of plants, new pigsti

In the paragraph on equal opportunities, severaldén’ selection criteria are
mentioned, especially with respect to village realewhese appear to make sense, yet
they are of a different nature than the other gateand almost resemble the objectives.

Overall judgement on relevance of selection cateri
The eligibility criteria are clear and judged saiint.

The selection criteria are in principle judged muight, provided that certain
amendments are made, in particular:

a clarification of the relationship and measuneinaod viability and sustainability for
specific categories, e.g. preservation of plargsy plantings

how projects will be evaluated in terms of assgésgeds — and in particular how a
balanced selection of projects is guaranteed, dilvervariety in the private and public
background of potential beneficiaries.

3.10 Leader+
Consistency with the aims of the correspondingrjiigs

Measure 3.4 Leader+ is one of the measures to pgpdied under Priority 3
Development of rural areas.

The aim of Priority 3 (see OP, page 107) is “tonpote 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 fertbrosion of the landscape and the
image of the rural world.”
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In the evaluator’s opinon measure 3.4 is consisiattit the corresponding priority, and
its sub-aims. The actions (1. acquisition of skifls pilot integrated rural development
strategies; 3. support for inter-territorial andingnational co-operation) and the
communication network development at various leweds be expected to have a
positive and direct impact on improving the qualigd conditions of life, and the
income positions of the rural population. Througist and therefore indirectly, the
measure can also be expected to have a positivecitrop the two other sub-aims.

Priority. There is no clear reference in the PC ttlearly links the measure to the
priority in the Operational Programme (OP).

Justification. The justification given in the OHfdrs from the justification in the PC.
Yet the rationale given is judged as adequate.

Description. The description in sub-measures shboeldlarified, especially where the
setting up of LAGs is concerned (how the organcrainto LAGs is foreseen).

The denomination and content of Action 1 “Acquditiof skills” should be rethought.

As it is understood by the evaluator from the auirtext, the formation of active LAGs
is part of the measure itself. It is understood thé& is part of Action 1. Yet, it is

questionable whether the activities described uriigion 1 are sufficient for the

creation of operational LAGs. Training and ‘marketi of the Leader+ approach are
important but not sufficient.

The description of Action 3 (interregional and séorder co-operation) is rather
limited, and in terms of implementation it is judgas marginal. Learning from other,
especially foreign LAGs with some history (e.g. &igg might be 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) LAGSs, integrated rural developmentid and strategies should be
clarified.

Overall judgement on consistency

The measure is judged broadly consistent with tires af the corresponding priority.
However, in order to make this correspondence notegar and visible, a number of
changes need to be accomplished to bring it in ln# the remarks above, in
particular:

the inclusion of a concise explanation to whidbriy the measure applies and how
the measure relates to the aims of the correspomutiarity in the OP.

the redrafting of the section ‘justification’ @cdingly

more generally, a critical reassessment of tlsergdion and ‘justification’ of the
measure by keeping it in line with the text of t&4, and evading unnecessary
duplications.

In the opinion of the evaluator, the measure cbutes directly to the second of the

three sub-aims mentioned under Priority 3 Develogm#& rural areas and more
indirectly to all of the mentioned sub-aims.

196



Quantification of targets and indicators

The targets stated in the PC have slightly beeptadacompared 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 the relevance of selection criteria

The Leader+ measure should promote bottom-up pseseand should mainly stimulate
innovations, in terms of products / process / oizgion.

The formation of ‘working’ active LAGs is cruciabtthe success of the Leader+
measure. It is not clear how the setting up ofliA&s is promoted apart from Action 1.

It is not fully clear from the current text, whigligibility criteria apply to which of the
listed activities. E.g. Action 4.2 is mentionedsfirThe logical approach is to choose
appropriate Local Action Groups first based onehgibility and selection criteria, and
then focus on the activities to be accomplishediradgpased on the eligibility and
selection criteria.

See 7.1.2: selection criteria of the LAGs. Thistisecseems to concern the selection of
pilot strategies / local development plans rathantLAGs. To what extent do micro-
region’s agricultural and rural development strasgelate to the ARDOP and what are
to restrictions / margins to manoeuver for LAGs witefining 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 ARD&uthorities as to what is and
what is not possible.

Overall judgement on the relevance of selectioreGa

Although all relevant eligibility criteria appeao thave been listed, the section on
eligibility needs reshuffling in order to improveadability and comprehensiveness, and
to make the extent of the eligibility of LAGs anfitbe projects clear.

A similar comment applies to the listing of seleatcriteria

3.11 Technical Assistance
Consistency with the aims of the correspondingrjiigs

Measure 4 Technical assistance is a measure tpged under Priority 4 Technical
Assistance.

Priority. There is no clear reference in the PC #learly links the measure to the
priority in the Operational Programme (OP).
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Justification. The justification given in the OFinsline with the justification in the PC.
Description. The description of the measure isrcea judged as adequate.

Overall judgement on consistency

The measure is judged as broadly consistent wehatin of the corresponding priority
which is to “support the effective implementatiohtlbe Structural Funds (...) and to
give guidance on the activities supportable inftamework of Technical Assistance”.
Quantification of targets & indicators

The section on indicators is judged as satisfactory

The indicative figures mentioned at the sectionngpact should be checked.

A budget breakdown is missing.

Verification of the relevance of selection criteria

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 vague. It can and should be madeamspecific.

Position of the Managing Authority on the conclusios and recommendation of the
ex-ante evaluation

The Terms of Reference state the task to be peefbriny the ex ante evaluation team
on behalf of the Programme Complement as followse Ex Ante Evaluation should
assess whether the measures in the Programme Coentlelemonstrate consistency
with the aims of the corresponding priorities, difsirtheir specific targets where the
measures lend themselves thereto and subsequéntijdsverify the relevance of the
selection criteria. During the execution of thiskesation this developed version of the
PC had not been available, the evaluation conceespécially the chapters on the
measures, the Communication Plan and the Projéett®a process, eligibility and
selection criteria and equal opportunities. In B#@ the main part is the description of
the measures themselves, of course the assessoesed on that part.

During the preparation of the Programme Complentiemtex-ante evaluators worked
intensively together with the planners and with Menaging Authority. The evaluators
have very much appreciated the open discussionsdlid take place on the proposed
drafts of the PC. As a consequence of the feedigagdn by the evaluators, and
comments of the Commission, the PC had been adaptkdtrongly improved during
the course of this process. It is important to neenthat in general the evaluators
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assessed that the PC is consistent with the ARR@®®the evaluators’ judgement was
positive, and they were quite satisfied with th&firesults.

The ex-ante evaluation of the PC is a very impaort@mcument in the assessment of the
work carried out up to now by the Agricultural aRdral Development Agency, as well
as the Managing Authority. Those who prepared dbisument have done a significant
job, their remarks are mostly acceptable, theigsstons 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 the ARD®® organisational changes that
took place in the meantime, the measures for ingrent of procedures carried out by
the new management of the Agency, and the effe¢chede measures and changes.
Regardless of the effects of the late start offftegramme it can be ascertained that the
re-organisation of the MARD and of the ARDA, andriwoarried out in both bodies up
to now can be viewed as a substantial achievenitergt.important to notice that the
implementation of the programme and its effect loa lHungarian agriculture will be
really measurable only when the beneficiaries inmglet the supported projects. The
majority of the supported investments will be readi in the years 2005-2007, only after
the closing of payments will it be possible to thse a sound, measurable result of the
achieved objectives of the supported projects. ktpin mind the previously mentioned
arguments it can be said that during the implentiemaphase of ARDOP, the
assessment of the results of the SAPARD implementgtrovided great assistance in
the elaboration and implementation of the ARDOPtlieryears 2004-2006.

Monitoring and information system

The monitoring indicators were set up accordingthe EU Guideline with close
consultation of the different departments of the RIA The IT system for structural
funds (EMIR) is able to work with the monitoringdisators and tables. The general
aim of this IT system, which has been used by tlanaging Authority and by the
ARDA as well, is to gather reliable financial andatstical information on
implementation for the monitoring and evaluatiotiwattes in compliance with Article
34 of the Council Regulation (EC) No 1260/1999. roéag from the SAPARD
experiences a missing IT system and a human resshartage made it really difficult
to establish an adequate monitoring and informadimtem.

Organisation

The previous version of the PC has been strengthenth the description of the
organisational background, monitoring system, dmditmplementation structure. This
concerns, in particular, the more detailed dedorptdf the responsibilities and the tasks
of the Managing Authority; the precise structurel danctions of the departments in
charge, its position within the MARD (organigramnme}erms of the reporting line and
the provisions to ensure regular co-ordination wfitl various departments associated
with the programming and implementation — and wARDA. Reporting and
communication between the ARDA, the Management éutyyy the concerned
departments of the MARD and the Regional Offices] also external communication
and co-operation is continuously being improvedgui®& weekly meetings have been
introduced by the head of the MA with participatiof the management of the
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concerned departments of the MARD, the ARDA andeggntatives of the National
Development Agency (CSF MA).

Equal opportunities

In the PC each measure contains a special textpigcussed by a sub-committee for
this issue — dealing with preferential treatmers(five discrimination) of women,
handicapped people, young farmers and roma. A sabyattee is being set up by the
Managing Authority for horizontal issues, in pauter for equal opportunities.

Project applications and the project evaluatiorcess

Earlier experience (SAPARD mid-term evaluation)w&d that the project evaluation
process is judged as slow by most beneficiaries. &faluation of applications takes a
long time, as more than 8000 pieces of SAPARD, amte than 4000 pieces of
ARDOP applications arrived at the ARDA, thereforany steps have been taken in
order to speed up this process at ARDA. The simoplibn of procedures were
expected and started to introduce in 2004 withsiewi of the Operation Manuals.

Communication

An important issue is to inform beneficiaries, d@nid crucial that extensive information
is provided to the general public, and to the paemeneficiaries and applicants, to
ensure full transparency and guarantee open proegdinformation and publicity
about assistance from the Structural Funds is dero increase public awareness and
transparency regarding the activities of the Euaopédnion, as well as create a coherent
picture of the assistance concerned across all Menstates. In order to ensure
transparency, the aim of the measures on informasind publicity is to inform
potential and final beneficiaries about the opputtes offered by the joint assistance
from the EU and the Hungarian government.

The evaluators assessed the Communication Planhwthe yconsidered well
elaborated, and added further useful materials toforms a good basis for the further
elaboration and implementation of the proposedviiets. The MA has started the
implementation of the Communication Plan accordmthe quite large list of possible
communication tools presented in the plan, antiécbjectives laid down in it .
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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 Anngx(1) of Commission Regulation
(EC) No 438/2001.

A single IT system will be used by all the managaughorities, the intermediate bodies
and the paying authority. In order to enhance thkaliility of the monitoring
information and supporting the management of thedsuthe 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, riced 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 byNdwgonal Development Agency,

with the direct involvement of the managing auttiesi and the paying authority. The
system was finalised and handed over dh @November 2003, the service provider is
also responsible for the maintenance and the funtiméential development of the

system.

The concept of the Information System

The planned information system has to be able ppat the programmes throughout
the whole programming period to the greatest ptessktent. The procedures, which
are the basis for the processes for the prograpgdigation phases, statuses) are not
finalised yet, and are subject to constant charfesrefore, special attention has to be
paid to designing the information system in suchag that it will be able to handle
changes in the program processes without any mapaiification.

Therefore, it is advisable to create appropriatéstthat 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, tiregthe requirements of the project
application managing organisations. Of course, @vtese tools are established, some
remaining functions can only be handled througlprdgramming.

The goal of the Single Monitoring and Informatiogsg&m (SMIS) is to support the
record keeping and processing of data in conneetitin the efficient and transparent
operation of support schemes with the assistanamanfern information technology.
This enables the organisations and organisatiamtd af the national institutions of the
Structural and Cohesion Funds that are physicallg a in terms of tender
administration - technically separated, to workhvilie same data set and database, thus
avoiding redundancy and multiple input of data.
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The display of the SMIS is based on Windows TerinBervices, which runs on a
Windows Server 2003 server. The SMIS ensures dategnand further processing of
input data, contributing to the ongoing databasdatg Furthermore, it enables the
users to carry out their daily work in an easy affitient way. The system delivers
information to the statistics and project assesstiugrictions from the processed data.

Description of the modules

System co-ordination module

This module monitors the work and activity of treers, as well as the modifications of
the versions of each module, about which the systi®vides notification.

In this module, the correspondence (document) tat@plcan 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 systelinnot allow logging to be
disabled.

System data module
The module enables a faster, more accurate, unifiataninput process.

The core data will be used and interpreted in @lsiway in each module. The
components can be enhanced and modified with thetemance of the core data.

Registry module

The registry module is designed to register theptate mails used for incoming
proposals, documents related to proposals, invoaes other documents (opinions
related to proposals, weekly reports, etc.) as aglior outgoing mails used during the
tender administration. The incoming and outgoinguwoents 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 receivegnaque identification number from the
system, based on which the relevant operationagrpm, priority, measure and the call
for application can be identified.

The information system is able to generate diffeldacuments, such as registration
notifications, rejection letters, application idénation sheets, as well as bar coded
identification labels.

Decision preparation module

The decision preparation module of the single nmoimy 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 ia #ystem are identical with the
officially-published templates for the calls forpdigation. Data input here will meet the
basic information requirements for the functiongha$ and other modules.

Contract module

In the contract module, the contracts, contractifreations and related processes can
be registered.

The contract to be made with the eligible benefiemand 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 caredfistered, therefore there is the
opportunity to enter and approve data about theoreeéble deposits (tangible,
intangible deposits, bank guarantee) related tepesformance, 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 processtsn the module can be carried out
with a given template.

Financing module

A basic principle of the financing of the StructuFands is that payments are made
based on settled invoices only. Therefore, thalfibeneficiary advances the payment,
and submits paid invoices to the Intermediate Bdderefore, the main rule is that

through the treasury system, only the share fgildé 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 tHi@mancial and physical
implementation and progress.

This module of the Single Monitoring and InformaticGystem provides the
opportunity to create reliable basic data and dbffe indicators, to evaluate the
implementation activity, as well as to transferadathe system, and this module, also
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support the monitoring activities of the annualgress reports, with particular attention
to the standard monitoring tables needed for th&E&K and the FIFG, respectively.

The goal of the module:

e systematic gathering of data required

» analysis of the appropriateness of input, outpsguit and impact indicators
» preparation of letters for the beneficiaries

* preparation of required reports

Control module

The system supports the risk analysis and planpiogess, registers the yearly and
mid-term plans, and provides further IT supportdadit activities.

The Audit module consists of the following main ts@s:

* On site control
e 5-15 % control
* [Internal control

Managing irregularities module

The goal of the managing irregularities moduléhes ¢hecking of irregularities and
monitoring the measures in order to investigateamcect them.

The module provides the opportunity to enter andister data related to
observation, inspection, management and monitaringegularities.

Monitoring module

In the monitoring module, all reports are includekich are obligatory according
to the Hungarian and the EU regulations, or necgd$eathe efficient operation and up-
to-date monitoring of the managing support tasks.

The interconnections between the modules of theSShte building upon each
other of the data input techniques, the accuradedatailed data storage provided by the
system, the user-friendliness of the monitoring oledenables the organisations to
prepare the statistical tables and summary repexdsssary for the reporting system of
the entire procedure of the programming procesd) as:

» Support of monitoring activities related to eactneént of the procedure, or

* Monitoring measuring the efficiency of the project, the support scheme
(component), as well as

» Preparation of reports to be sent on a regulashiaghe Managing Authorities,
Paying authorities and to the EU (438/2001 EC Rai).

The content of data can be manipulated at manydesech 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 systpnovides 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 relewvag@nisations (decision
preparation module),

* The committed amount of support by signed contr@dstract module), or,

* How much money has actually been paid, or whesyagit, withdrawn from the
contracted amount of support (financing module).

The indicators at project level are summarised @ymonents, based on which, it is
possible to monitor the progress and efficiency easich measure, priority, and
operational program.

Besides the data-inputting organisation, the manigomodule 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 &xcontributing to further practical
technical solutions, such as processing, highiightiand thus facilitating the users’
daily work.

The monitoring module is able to create the follogvsummarised data for each support
scheme (calls for application, central projectggpams) based on the requirements of
the CSF Managing Authority:

* Number of incoming applications (project/programand), the requested
amount, and the value of quantified targets

* Number of eligible applications (project/programans), the amount of
requested and awarded support, and the value otifjed targets

* Number of rejected applications (project/programng), the requested amount,
and the value of quantified targets

* Number of signed contracts for support, the amatfirdontracted support, and
the value of quantified targets and settled payment

* Number of projects in the implementation phasepsuppaid, and the value of
guantified targets and settled payments

* Number of project realised, support paid, and thlees 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 skipport contract; as well as
the time period between the date of fund spendewuest, and the date of
payment

The eligible support is indicated in all cases quested, proposed, awarded, under
financing, etc. — the share of the national andsBuUrce, as well as the total amount.
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VIl. FINANCIAL PLAN

Co-financing of the Operational Programme

According to the principles of the mid-term dire@etiof the Ministry of Finance, it is
stated that the main principle is to ensure thér@ncing of all EU programmes.

Government Decree 233/2003. (XI.16.) on the eghblent of financial
implementation, accounting and control systems t@f Structural Funds and the
Cohesion Fund establishes the basic regulatioerisuring national contribution to the
Structural Funds and to the Cohesion Fund.

The central budgetary contribution of the ARDORrigvided by the fund holder — the
National Development Agency — being responsible tf@ planning of the national
contribution.

The fund holder — the National Development Agencyn—consultation with the
Managing Authority — who is responsible for invalgi the Intermediate Body and the
relevant departments of the Ministry of Agricultua@d Rural Development in the
budget planning -shall plan in the Hungarian bugigeyear the budget appropriations
for the priorities of the ARDOP, taking into considtion the following:

a) payment forecasts based on the payments effacti iprevious year and on the
payments expected until the date of realisation/anthe closure of the
operational programme, and data concerning the diudappropriations
committed for the programming period;

b) the ARDOP and the Programme Complement approvedthiy European
Commission

The central budgetary contribution of the ARDOPrgvided by the fund holder on the
chapter operated budget appropriation utilizatiocoants. The Managing Authority has
disposal right on the ARDOP chapter operated budgptopriation utilization account.
The Managing Authority ensures in advance the tptadlic contribution from the
ARDOP chapter operated budgetary appropriationzatibn account to the disposal
account — technical account - of the correspondimggasure. 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 paidth® Beneficiary, the Managing
Authority settles the total amount of the pre-fioath assistance posterior, and submits
its claim for community contribution to the PayiAgthority.

The community contribution shall be transferredhry Paying Authority on the basis of
the post-settlement from the ARDOP HUF bank accaonthe ARDOP chapter
operated budget appropriation utilization account.

The detailed regulation regarding the disposal oblip contribution is settled in the
framework of the 1/2004. (11.16.) Common Decreetled 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 Enavimental Protection and Water
Management and Minister of Finance on rules of gudime budget relating to the
support provided by the Structural Funds and ISPA&SIion Fund of the European
Union and of the co-finance provided by the Hureyaiovernment.

With a view to Article 29(2) of (EC) Regulation 028999, the contribution from the
FIFG is calculated in relation to the total eligékost.

The contribution from the EAGGF guidance sectiocaleulated in relation to the total
public or similar expenditure (national, regionalr ¢ocal and Community) for all
measures of the programme.

Private co-financing has been inserted for all theeasures of the Operational
Programme, while distinguishing amongst resourcebéd declared (FIFG) and not to
be declared (EAGGF). For this reason, the finandale only includes private co-
financing to be declared for the activities to lmefmanced by the FIFG.
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EUR current prices

Other
. Total Central . " Private .
Year | Prierity Measure Total cost Tct.al.pUb."c To_tal EU E.RDF I.ESF E‘.\GGF FIFG assistance | government | government Re.g.m"?l I.'o.cal. Dth?r.pu[:"c funds to be | EIB loans private
participation e |assistance | assistance e s o participation | participation | participation funds not to
participation | participaticn declared
be declared
2004 100 195 932 96 856 084| 74163 497 0 0| 73137174 1026 323 24 692 587 23 277 949 0 1414638 0 1339 848 0] 104 488 629
1. Establishment of competitive material 57706 144|  56386296| 42 296 158 0 o 41269835 1026323 14070138| 14070138 0 0 o| 1330848 o| 76267 698
production in agriculture
;;ﬂ?ﬁ&?j“ce to Investments in 50734 550| 50734550 38 050 912 0 o| 38050912 0| 12683638 12683 638 0 0 0 0 0| 76101825
1-2 Struclural assistance in the 2679698 1329848 1026323 0 0 0 1026 323 313525 313525 0 0 o 1339848 0 0
fisheries sector
1.3 Setting up voung farmers 2799 064 2799 084 2099 208 a 0 2099 298 a 599 786 599 786 a 0 a a a 0
1-4 Assistance to vocational 1492834 1492824 1119625 0 o 1119825 0 372208 372208 0 0 0 0 0 185 871
training and retraining
2. Modernisation of food processing 13 839 815 13 839 815 10 379 861 0 Q 10 379 861 0 3459 954 3459 954 0 Q 0 0 0| 20759723
2.1 Improvement of processing
and marketing of agricultural 13839 815 13839 815 10 379 861 a 0 10 379 861 a 3459954 3459 954 a 0 a a 0 20759723
products
3. Development of rural areas 26 186 797 26 186 797 19 640 096 a 0| 19640096 a 6546 701 5132 063 a 1414638 a a a 7461210
3.1 Expansion of rural incame 5909135| 5909135 4431851 0 o 4431851 0 1477 284 1477 284 0 0 0 0 o| esesm
earning opportunities
3.2 Development and improvement,
of infrastructure connected with 12 378 082 12 378 082 9283 561 0 0 9283 561 0 3094 521 1679883 0 1414638 0 0 0 5304 893
|agricutture
3.3 Renovation and development
of villages and protection and 3421078 3421078 2 565 808 0 0 2 565808 0 855 270 855 270 0 0 0 0 0 380 120
conservation of rural heritage
3.4 LEADER+ 4 478 502 4 478 502 3358 876 0 0 3358 876 0 1119626 1119626 0 0 0 0 0 1119626
4. Technical assistance 2463176 2463176 1847 382 a 1] 1847 382 a 615794 615794 a 1] a a a 1]
4.1 Technical assistance 2463176 2463178 1847 382 0 0 1847 382 0 615794 615794 0 0 0 0 0 0
Total public | TotalEU | ERDF ESF EAGGF Total Central Regional Local Other public |, Frvate O'thetr
Year | Prierity Measure Totalcost ct.a public o_ta N . . FIFG assistance | government | government egiona -ocal t e PUDTIC | funds to be | EIB loans private
participation e |assistance | assistance e P T participation | participation | participation funds notto
participation | participation declared b
e declared
2005 143 045 934| 141 133 084 105 880 417 0 0| 104 415174 1465 243 35 252 667 33 233 042 0 2018625 0 1912 850 0] 149174 450
1. Establishment of competitive material
production in agriculture 82 384 873 80472 023) 60384622 a 0| 589619379 1465243 20 087 401 20 087 401 a 1] a 1912 850 0| 108 554 495
1.1 Assistance to investments in
agriculture 72431792 72431792 54 323 844 0 0 54 323 844 0 18 107 948 18 107 948 0 0 0 0 0f 108 647 688
1.2 Structural assistance in the
fisheries sector 3825700 1912 850 1465 243 a 0 0 1 465 243 447 807 447 807 a 0 a 1912 850 a 0
1.3 Setting up voung farmers 3996118 3996 118 2997 088 0 0 2997 088 0 999 030 999 030 0 0 0 0 0 0
1.4 Assistance to vocational
training and retraining 2131283 2131283 1598 447 a 0 1598 447 a 532818 532 818 a 0 a a a 236 807
2. Modernisation of food processing 19 758 580 19 758 580 14 818 935 0 Q 14 818 935 0 4939 645 4939 645 0 Q 0 0 0| 29837 870
2.1 Improvement of processing
and marketing of agricultural
products 19 758 580 19 758 580 14818 935 0 0 14 818 935 0 4939 645 4939 645 0 0 0 0 0f 29637870
3. Development of rural areas 37 385 898 37 385 898 28039 423 0 0| 28039423 0 9346 475 7 326 850 0 2019625 0 0 0| 10852085
3.1 Expansion of rural income
earning opportunities 8436 248 8436 248 6327 186 0 0 6327 186 0 2 109 082 2 109 082 0 0 0 0 0 937 361
3.2 Development and improvement,
of infrastructure connected with
agriculture 17 671719 17 671719 13253789 0 0 13 253 789 0 4 417 930 2 3098 305 0 20198625 0 0 0 7573594
3.3 Renovation and development
of villages and protection and
conservation of rural heritage 4884 143 4884 143 3663107 0 0 3663 107 0 1221036 1221036 0 0 0 0 0 542 683
3.4 LEADER+ 6 393 788 6393 788 4795341 0 0 4795341 0 1598 447 1598 447 0 0 0 0 0 1598 447
4. Technical assistance 3516 583 3516 583 2 637 437 a 1] 2637 437 a 879 148 8§79 146 a 1] a a a 1]
|4.1 Technical assistance 3516 583 3516 583 2 637 437 0 0 2637 437 0 879 146 879 146 0 0 0 0 0 0

The contribution from FIFG is calculated in relatio the total cost (11,461,836 EUR), including/até funds.
The contribution from EAGGF Guidance section isakdted in relation to the total public expenditure

Private co-financing has been inserted for all messsof the Operational Programme, while distinginig amongst resources to be declared (FIFG) otorlo¢ declared (EAGGF)
For all EAGGF-cofinanced measures of the OP, iriiegrivate resources indicated in the finanaalé are only informative.
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EUR current prices

Other
W Priori M Total " Total public Total EU ERDF ESF EAGGF FIFG Total t Central " Regional Local Other public Private FIB1 private funds
ear | Priority easure otal cos participation i i i i i gnvfar:nml.an gnv.er:nm?n participation | participation | participation funds oans not to be
participation | participation
declared
2006 185 325 137|182 846 017|137 174 836 0 0] 135276520 1808316] 45672081 45 055 528 2616 553 0] 2478220 103 265 010
& Establishmen: of competitve material 105739 863| 104256 693| 78 232 132 0 0| 76333815| £§983i5| 26026511 26029501 o o| 2475220 141 055 514
|production in agricuiture
11 Ascistance to investments in 100 290 990 100 290 890] 75 215 242 0 0 5218 242 0 35072 748] 25072748 0 0 0 140 760 015
1.2 Structiral assistance in the fisheries 4956 440 2475220 1893316 0 0 0| 1893316 573 904 573 904 0 0| 2478220 0
1.5 Setting up young farmers 522 324 522 324 391 743 o 0 391 73 0 130 581 130 581 0 0 o
1.4 Assistance to vocationdl training and 965 109 365 109 723 831 0 0 723 831 0 241 278 241 778 0 0 0 306 799
retrainng
7 Modernisation of food processing 25508 500| 25 598 500| 10 168 é75 0 0| 10108875 o 5396625 6398625 0 0 o 38 397 750
2.1 Improvement of processing and 25 598 500 25598 500 19 198 875 0 0| 15198 875 D 399 625 399 625 0 0 D 38 397 750
marketing of agricultural products
3 Develapmen! of rural areas 43 435 §16| 48 435 £16| 35 326 86l 0 0| 36325 861 o| izioso55| ooz 402 2616 552 0 o 13800 455
3 1 Bapansion of rurel income eaming 1714 012 1714 012) 1285 508 0 0 1 285 508 D 428 504 428 504 0 0 D 1214411
opportunities
32 Development and improvement of 22 894 839 22894 839 17171129 0 0| 17171128 0 5723 710 3107 157 2616 553 0 0 9812 074
infrastructure connected with agnculture
3.3 Renovation and development of
villages and protection and conservation of 15543405 15543405 11657 554 0 0| 11657554 0 3885 851 3385 851 0 0 0 703 030
rural heritage
3.4 LEADER+ 5 283 560 5283 560] 6212 670 0 0 6z1267 [ 2 070 290 2 070290 0 0 [ 2070 290
4 Techrmical assistance 4555 958 4555958 3416968 0 0] 34160968 0 1135 990 1138 990 0 0 0 0
[4.1 Technical assistance 4555 958 4555958 3416968 o T 0 1 138 990 1 138 590 0 0 0 o
Private
oar| Priori M Tutal cogt | TOtLPUBic | Total EU | ERDF ESF EAGGF FIFG Total " Central . | Regional Local Otherpublic | Private | . |resource not
ear | Priority easure ol cos participati i i i i i guv.er.mm.an guvtar:mm.an participation | participation | participation funds vans to he
participation | participation
declared
2004-2006 428 567 003| 422 836 085| 317218 750 0 0| 312828868 4380882| 105617335 99566 519 6 050 816 0| 5730918 446 028 098
1. Establishment titive material
stablishment of cmpetifive materia 246825 880 241 094 962 | 180 912 912 0 o| 176 525 050| 4 389882| eo1sz050| 60182 050 o o| 5730918 326 219 005
|praduction in agriculturs
1 L Assistance to mvestments in 223457332 223457333| 167 592 998 [} 0| 167592995 0| sss643m|  55a04 334 ] ] [} 325 500 528
1.2 Structural assistance in the fisheries 11461 336 S730018] 4389882 0 ] 0| 4330882 1341 038 1341 036 ] 1| s7anoiz ]
1.3 Setting up young farmers 7 317 506 7317506] 5488 129 [ 0| s4ss 129 0 1829 577 1 828 377 [ [ 0 [
14 Assistence to vocational iraining and 4589206 4589206 3441503 0 ol 3441903 0 1147 303 1 147 303 0 0 0 709 477,
retramung
2. Modernisation of food pracessing 50196 895| 39195895 44 397 671 0 0| 44397 671 0| 14799224 14799224 0 0 0 83 795 343
211 tof ing and
TOPTAVETNEIL OF ProBesang A 59196395 59196 895| 44 797 671 0 o| 4459767 o|  147evam4| 14799234 0 0 0 88795 343
marketing of agricultural products
3. Development of rural areas 112008 511 | 112 008 511| &4 006 380 0 0| &4 005 380 0| 28002131 21951315 6 050 816 0 0 31913750
31 E frural i arnin
HPAIEID DLITEL INCOME Barnng 16059395 16059 395| 12044 545 0 0| 12044 545 0 4014 850 4014 850 0 0 0 2808 343
opportumbies
3.2 Dewel t and t of
EVEBRIENL 2F mprovemen: 8 S52044640) 52944 640 39703 479 0 | 33703479 o| 13236161 7135 345 6 050 316 0 0 22 690 561
infrastructure connected with agriculture
3.3 Renovation and development of
vilages and protection and conservation | 23 348 626| 23343 626) 17 386 469 ] 0| 17386469 0 5962 157 5962 157 0 0 ] 1 625 883
of rural heritage
3.4 LEADER+ 19155850 19155 850( 14 366 887 0 0| 14 366 587 0 4788 963 4783 963 0 0 0 4758 963
4. Technical assistance 10535717 10535717 7901 787 0 o oniwEr 0 1633030 2633 930 ] ] 0 ]
[+ 1 Technical assistance 10535 717 10535 717] 7901 787 [ o o7 0 2 633 930 2 633 930 [ [ [ [

The contribution from FIFG is calculated in relatio the total cost (11,461,836 euros), includiriggte funds.
The contribution from EAGGF Guidance section i<uokdted in relation to the total public expenditure

Private co-financing has been inserted for all messof the Operational Programme, while distinginig amongst resources to be declared (FIFG) otono¢ declared (EAGGF)
For all EAGGF-cofinanced measures of the OP, indliegrivate resources indicated in the financale are only informative.
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VIIl. ATTACHMENTS

VIII.1 Criteriafor an economically viable farm

As one of the results of adapting the acquis conautaire, the Hungarian Farm
Accountancy Data Network has been operating witional coverage since 2001, pursuant
to Council Regulation 79/1965 setting up a netwlorkthe collection of accountancy data on
the incomes and business operation of agricultbodtlings in the European Economic
Community.

In the framework of the Farm Accountancy Data Nekn&ADN) farms above the minimum
economic size are observed.

The EU determines the economic size accordingagdttential income producing capacity of
the farm and expresses it in European Size UnfJJEAccording to the definition 1 ESU
equals to € 1200 standard gross margin (SGM). 1, E&ldulated at a HUF/euro rate of 255,
equals to HUF 306 000.

In the Farm Accountancy Data Network farms abov&3Js are observed, and in the
ARDOP support system this farm size is regardeti@basis of economic viability.

Calculation of the minimum economic size of a gifarm is based on the standard gross
margins of the activities according to the diffdragricultural sectors and carried out in line
with a prescribed methodology. The value of th@ddad gross margin is calculated in the
following way: the specific values determined oe tasis of the FADN data, indicated in the
table below, are multiplied by the area data adogrtb the cultivation structure of the farm
and the number of livestock named in the table, die-results are then 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 which fulfil the criterion of
economic viability, to be assessed on the basth@fStandard Gross Margin and the ESU.
Economic viability must be used as a primary doter In the course of evaluation other
additional criteria must be taken into account sashprofitability, rate of indebtedness,
creditability. If the holding fails to fulfil therderion of economic viability, no support shall
be granted.

ESU is defined in a way so that most producershenidings would be able to take advantage
of the support. In this respect, on the basis efdtirveys referring to the FADN, holdings
over 5 ESUs satisfied this need. More than 90 %goicultural land cultivated by agricultural
enterprises and farms belong to this categoryhényear 2002, which serves as a basis for the
calculations, the SGM-based size dispersion ofctirecerned agricultural enterprises was as
follow as shown in the table.
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According to the table 86.717 individual farm andll joint enterprise reached the 2 EME
(ESU). Among them 5 EME (ESU) was reached by 27@049%) individual farms, and
3947 (89,5%) by joint enterprises. The final numbkpotential applicants is 31.621. These
potential applicants use 60,3% of the total agutal territory of individual farms, and
99,7% of the total agricultural territory of joiehterprises, so farmers can receive support on
81,2% of Hungary’s agricultural territory.

. 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 5417,00 7584547
Above 5 ESU 27674 3947 31621 1143028,0 2132375,5 3275403,5
Total: 86717 4411 91128 1896065,7 2137792,5 4033858,2
Size b Distribution (%)

: 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

The indices of economic viability had to be revissdcompared to the previous version of the
Programme Complement because the basic economamptars of the year 2000, which
served as the basis for calculations in the fimtsion, had been updated with the figures
derived from the 2001-2002 FADN survey. This wagsdd on authentic basic data, the index
of economic viability could be identified as 5 ESUs

At the same time, this index ensures harmony whin index of semi-subsistence farms
expressed in the annual return on sales in theohti Rural Development Plan.

Consequently, semi-subsistence farms that areted$rom the National Rural Development
Plan are not eligible for support under the ARDQO®, failing to meet the criteria of

economic viability.

Those farms, which do not reach 5 ESU, are noibéidor investment support. Their source
of support is the NRDP, the measure “semi-subsstéarms”. Under 2 ESU all farms are
excluded from all types of support. This decisioasvdetermined by the fact that resources
available for support (ARDOP and NRDP together)vamy limited.

The investment support measure operated in commeetith the Sapard Plan has been
modified several times. A significant ratio of thidifications was required by the imprudent
definition of economic viability in the first vermn as well as the optimal determination of the
deadlines for the submission of applications, amth@ity certificates, as well as documents
to be presented at the time of concluding the eshtof support. After the modification, the

method of determining economic viability was sirfipli and the quantifiable values to be
taken into account in the calculation of viabiliere lowered. This way, the overwhelming
majority of the economic enterprises have becornggtt for SAPARD supports.

In the case of large agricultural holdingsgroduction of further indicators is not regarded

as justified, however, the evaluation of the indexf economic viability is facilitated and
supplemented by the analysis of the financial aswhemic figures presented in the business
plan and the practical limit values derived theyefr
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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 48 861
D09 Dried legumes (total) HUF/ha 48 13§
DO9E Dried legumes: pea, bean, lupin HUF/ha 49]162
DO9F Dried legumes: lintil,chick pea, Hungariancret HUF/ha 60 918
D09G Other dried legumes HUF/ha 76 084
D10 Potato (including early and seed potato) HUF/ha 430 714
D11 Sugar beet (except seed production) HUF/ha 62864
D12 Feeding beets and brassica (except seed praajuct HUF/ha 50 556¢
D23-25 Industrial crops HUF/ha 65 134
D23 Tobacco HUF/ha 222 20%
D24 Hop HUF/ha 526 78%
D26 Rape (Cabbage and beet) HUF/ha 55|578
D27 Sunflower HUF/ha 58 264
D28 Soya HUF/ha 54 664
D29 Oilflax HUF/ha 49 623
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 culinarybise HUF/ha 345 45p
D35 Other industrial crops HUF/ha 61 11(¢
D14 Fresh vegetables, melon and strawberry, frgeranoduced HUF/ha

or produced in field covered with low (impassalge)tective 347 18]

blanket
D14A Fresh vegetables, melon and strawbéjyfreerange — HUF/ha 292 955

field produced
D14B Fresh vegetables, melon and strawbéfyarden — field HUF/ha
401 404
produced

D15 Fresh veggtables, me_lon and strawberry prodincata HUF/ha 5 965 89).

covered with glass or in other (passable) manner
D16 Flowers and ornamental plants (except treeemyyproduceq HUF/ha i

s . 5631 45

in field or low (impassable) area
D17 _Flowers and orna_mental plan_ts (except treeenyyproduceq HUF/ha 18 771 52b

in area covered with glass or in other (passab#a)rmar
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/ha 65|83
D18B3 Feed plants, other HUF/ha 51 894
D19 Seed production and young plant nursery il fiekcept HUE/ha 52 72(

cereals, dry vegetables, potato and oil plant 9eeds
D20 Other field plants HUF/ha 51 744
E Herb gardens HUF/ha 423 891
F Grassland and pasture HUF/ha 17 424
FO1 Grassland and pasture, except naturally gropésgures HUF/ha 16 979
F02 Natural pastures HUF/ha 17 57¢
G01 Fruit and berry plantations HUF/ha 397 73}
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Code Name Unit SGM
GO1A Fruit and berry plantations, temperate zoastfr HUF/ha 397 73b
G01C Fruit and berry plantations, shell plants HA3/ 118 84]
G04 Vine plantations HUF/ha 312 282
GO4A Vine plantations, quality wine grape HUF/ha 53226
G04B Vine plantations, other wine grape HUF/ha 289
Go04C Vine plantations, table grape HUF/ha 3121492
GO05 Tree nurseries HUF/ha 504 50
GO07 Perennial plants under glass cover HUF/ha 6 200 374
101 Secondary weeds (total) HUF/ha 187 812
102 Mushroom production HUF/100nt 406 167
Jo1 Horses HUF/animal 26 607
J02 Cattle, younger than one year HUF/animal 144704
JO2A Cattle, younger than one year, male HUF/animal 15 230
J02B Cattle, younger than one year, female HUF/ahim 14 179
JO3 r;:;tetle, one-year old or older, but younger tfwan year old HUE/animal 19 790
Jo4 fgr%tgi’ one-year old or older, but younger tfran year old HUE/animal 19 054
JO5 Cattle, two-year old or older, male HUF/animgl 22 843
JO6 Cattle, two-year old or older, heifer HUF/anima 20 798
JO7 Cattle, two-year old or older, dairy cow HU Hvaal 194 737
JO8 Cattle, two-year old or older, other cow HU Fifzad 10 194
J09 Sheep (at any age) HUF/animal 3 663
JO9A Sheep, female, breeding HUF/animal 3 621
JO9B Sheep, other HUF/animal 3 714
J10 Goat (at any age) HUF/animal 20 740
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 UHRanimal 35778
J13 Other pig HUF/animal 15 95¢
J14 Broiler HUF/lOO 38 857
animals
J15 Layers of gallinaceous birds HUF/lOO 113 560
animals
J16 Other poultry (duck, turkey, goose, guinea Jowl HUF/100
. 129 927
animals
J16A Turkey HUF/lOO 133 760
animals
Ji6B Duck HUF/lOO 121 882
animals
JieC Goose HUF/lOO 130 882
animals
J16D Other Poultry HUF/lOO 127 278
animals
J17 Rabbit (Breeding rabbit) (Doe) HUF/animal 292
J18 Bees HUF/beg—hwe 5111
guantity

In case of the measure “Improvement of processnagnaarketing 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 entaggriraw material supply, the position of
sales, quality policy, the position of environmemd employment, the financial-economic
indices of the enterprise (the earnings after tafabe two previous closed business years,
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ratio of own capital within resources, rate of Idjty, asset proportional profitability, own
capital proportional profitability, labour propastial income of the undertaking).

In case of the measure “Expansion of rural incoaraiag opportunities”:

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 economicddllyle if it can certify
that the average of EBIT (the result of the enisgpbefore taxation) of one of the previous
two years is not negative. In the case of applgavith a full completed business year the
EBIT of the completed business year is not negatin the case of applicants with open
business year the assessment of viability is cameghlen the basis of the balance sheet and
the planned result of the business plan.
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Content of the codes for the standard gross marginaf the activities

Code | designation (FSS) Unit of Content EU
measurement
Wheat and spq 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 11112
D04 Barley ha winter barley; spring barley
D05 Oats ha oats as cereals (including seed), but excluding garnded
D06 Grain maize ha maize (without hybrid seed):ritymaize seed |green forage!
D07 Rice ha rice
Triticale;  millet;  buckwheat (Polygonu
D08 Other cereals ha fagopyrgm, Fagopyrum esculentum); sorg
(seeds); canary seed (canary grass, toowo
canary grass); indian rice
bean (dried); pea (includingating pea and fie
D09 Dried legumes (total ha pea); lentll f|_e|d 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 grain legl
Dried legumes: linti lentil, chick pea, Hungarian vetchling ghgseed-mix)
DO9F [chick pea, Hungaria ha culinaris, Cicer aretinum, Vicia pannonica, V
vetch varia)
D09G |Other dried legumes ha vgtchhpg, cowpea (Lathyrus sativus, Vig
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
Feeding beets a wet mashes: wild carrot, turnip and other fee
D12 brassica (except sa ha beets (Beta vulgaris), feeding recole, feedinffor feeding purposes, primarilly grown for th

production)

cabbage, feeding cucurbit, green oil rag

feeding parsnip, yam, maniocroot, sweet potato

root or fleshy stalk (excluding seed)
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D23+D24+D25+D26+

D23- Industrial 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 napugharvested as grain crop, for vegetablel| oi
beet) rapa) producing purposes (including seed)
D27 Sunflower ha sunflower f(_)r other purposes; sunflowerseecinCIuoIing seed
vegetable oil producing purposes
D28 Soya ha Soyabean including seed
D29 QOilflax ha oilflax seed (types of Linum usitgimum) E:ESS:% Sgég\év)n for vegetable oil produci
peanut; crocus seed (safflower, bastard saff
mustard-seed; castoil bean; poppy, eatin
. poppy, industrial poppy; oil radish selgrown primarily for their oil content, d
D30 Other oil plants ha hempseed; oil squash seed; Gtis abessinigharvested (grain) (including seed)
charlock seed; gold of pleasure seed; oil sq
seed, without shell
D31 Flax ha common flax plant types .prlmarlly grown for fibre producti
(egclut_jmg seed) _ _ _
D32 Abaca ha Manila hemp (abaca) g(relgzja;rlly grown for fibre production (excludi
D33 Other fibre plants ha jute, abaca (Musa textilis), sisal plant (Ag
P sisalana)
Esse_n_tlal oil - plant medicinal herbsand basic material for essen .
D34 medicinal an ha ils: ) ika: oth i herb excluding seed
culinary herbs oils; seasoning paprika; other culinary herbs
D35 Other industrial crops ha other industrial crops; root chicory; arista excluding seed
H broomcorn 9
Fresh vegetablg
melon and strawbert
p14 [reerangeproduced ¢ . Ip14arD14B D14A+D14B

produced in fiel
covered with loy

(impassable)
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protective blanket

Fresh vegetablg

melon and strawber vegetables grown in crop rotaion _vvith qgrichtJra
D14A (a) freerange field ha vegetables; strawberry plgnts, melon and strawberry,_whlch primarily
produced going to be processed (excluding seed) low surface: growin
Fresh vegetable vegetables  grown ni crop rotaion  wit facility unpassable &
melon and strawber horticultural  plants, _ _(vegetables, strawbgman
D14B (b) garden - field ha vegetables; strawberry ornamental-an_d mepllcm_al plants), melon ¢
produced strawberry, which primarily are going to be g
on the market (excluding seed)
Fresh vegetablg
melon and strawber .
produced in  are _ passable surface: mar
D15 covered with glass ha vegetables; strawberry excluding seed abI.e. to pass under t
in other (passabl facility
manner
Flowers an
D16 ?erggé?)?n:ﬁge nuprlsaer: ha ornamerdl plants and flowers (excludi
produced in field ¢ nursery-garden)
low (impassable) areg | ) .
ow surface: growin
Elr(rjl\;vrir:ntal plgrrl facility unpassable
man
D17 E)erg?jiz;(}reeinnurzz ha ornamental plants and flowersx¢luding nurser
covered with glass garden)
in other (passabl
manner
D18 Feed plants ha D18A+D18B D18A+D18B
Grass field sowed as part of the ploughel
(minimal 1, maximal 5 years long at the s
location ), which is cultivated fograzing and/c
D18A Feed plants, anny ha periodical grassland ha_y, silo. Before res_owing the former 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 |[Feed plants, ther ha D18B1+D18B3 Usually one-year-old feeding crops 18B1+D18B3
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green feeds

All_kinds of feeding maize (mixture of corn g

D18B1 Fee_d p_Iants, gre ha silo (also soya)_; green maize (including also pea- ear, greenwithout ensilage or sil
maize (silo) and sunflower-like) :
(excluding seed)
cowgrass (Trifolium incarnatum); melil
(Melilotus); feeding soya; alfalfa (Medica
sativa); big English clover (Trifolium praten
perenne); sainfoin (Onobrychis sativa); Hrd
D18B3 | Feed plants, other ha foot trefoil (_Lgtus corniculatus); clover-gragsx|Including the dommant fee(_jlng legumes. Greer
hay, setaria; Sudan grass (Sorghum vulharvested as hay. (excluding weet)
sudanense); feeding millet; feedign sorg
(sweet sorghum); winter forageix; spring
foragemix; other green roughage; ot
roughabe-hay
. coronilla seed; melilot seed, bird's foot trefoil-
Seed production a . ; } .
oung plant nurse seed; s_eradllla se_e@rass s_eeds, anthyllis sg
i>:1 field  (exce (Anthyllis vulneraria); setaria seed; Sudan YExcluding: cereals, dried legumes spadatoe
D19 P ha seed; green foxtail-seed; tankdrlnip (Brassic aing: ' 9 '
cereals, dr] ) . ) - and oil-seed plants
rapa); phaceliz@eed; other forage seed; seedsg
vegetables, potato a
oil plant seeds) _other _stock seeds of sugar beet and
industrial plants; stock seed of wet feeds
, ) plough-land plants not being listed among DO01-
D20 Other field plants ha Other field plants D19, D21, D22
Fallow, lealand Plants sowed as green manure; fallow and|laad included in the alternation of crops, but
D21 . ha o .
without support land; perished land croping (blank), nut supported
Fallow, lealand Supported maximal 5 years long, land cultiv
D22 . ha
supported (set-aside for non-food purposes
E Herb gardens ha
F Grassland and pasture 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, uncultivatadseeded, undrained low-produce giassk
FO2 Natural pastures ha Mostly to cater limited head of stock, unmowed, bsed (grazed).
Gor |ut and bem . |Go1A+GO2C GO1A+G02C
plantations
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Frut ~ and berr apple, peg quince, cherry, sour cherr Iy
GO1A |plantations, temperg ha Ppl€, pea g ' Ty, y, Pl
apricot, peach, other fruit-trees, types of berrigs
zone, fresh
Fruit plantage
G01B subtropical, fresh ha
Fruit  and berr
GO01C |plantations, sheg ha almond, walnut, hazelnut, chestnut
plants
G02 Citrus plantages ha
Go3 Budding-plantages ha
(oleaceae)
GO3A But_jdmg-_plantages ha
eating olive
Budding-plantages
GO3B |for producing olive- ha
oli
G04 Vine plantations ha G04A+G04B+G04C G04A+G04B+G04C
GO4A Vlne_ _plantatlons ha
quality wine grape
G04B Vine _ plantations ha
other wine grape
G04C Vine plantations ha
table grape
G04D | Raisin plantations ha
grape nursery garden, fruiee nursery garde
GOo5 Tree nurseries ha ornamental tree nursery garden, forestuysa_r)
garden (commercial, or cannot be found in
woods to supply demands)
GOo6 Other plantations ha woody plants SL_utabIe for weaveing and basket-
work (basket-osier)
Go7 Perennial plants und ha
glass cover
102 Mushro_om ha Grown mushromms
production
Domestic animals included in the family "equ
Jo1 Horses pcs horse, donkey, mule Including riding horses, racehorses, and hg

belonging to the farm, only for spatiee
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activities (of family members) (riding, turnir
hurling, etc) But excluding riding horses and r
horses, belonging to units which are not spec
as a farm -.g. except that those not having
agricultural activities except for horse keepind
horse racing (e.g. breeding, cultivation...)

Cattle, yainger tha

J02 pcs calves total JO2A+J02B
one year
Cattle, younger tha Calves, younger than one year, male for slau
JO2A pcs
one year, male and other purposes
Cattle, younger tha Calves, younger than one vyear, female| fo
JO02B pcs
one year, female slaughter and other purposes
Cattle, oneyear olg
or older, but youngs i
JO3 than two- year old pcs 1-2 years old cattle
male
g?gllz’erogi’;eaéuﬁli Cattle, one-year old or older, but yowngthar
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
JO5 Cattle, twoyear old 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 b other (cow in first calf)
Cattle, twoyear olg Cattle, twoyear old or older, dairy cow, d{
Jo7 ; pcs
or older, dairy cow purpose cattle
JO8 Cattle, twoyear olg pcs Cattle, two-year old or older, cattle for meat |(Including all cattles fattened before slaughtering.
or older, other cow
J09 Sheep (at any age) pcs total sheeps JO9A+J09B
Sheep, femal ,
JO9A breeding pcs ewe, milk sheep an other sheep, already lanfibed)e
J09B | 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, rdm) 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 are bre
Pig, brood sow with e , , AN - . i
I12 weight of 50 kg d ocs sow: first farrowing sow, other heavy with youfor multiplication, wrespeqtlvly c_)f having be
more non-pregnant brimmed or not. Excluding winnowed brood-
SOWeS.
porkling for fleshing: 20-50 kg, store-pig: BPisgs, 20-50 kg live weigt, and heavigorkers
J13 Other pig pcs  |kg, 80409 kg, 110 kg and more, intact gilt, st{(including winnowed broodewes) and sto
boar boars
J14 Broiler pcs broiler
Hens for egg production (breeding and fee
Layers 0 . . . urposes) (Gallus domesticus), including yd
J15 gaﬁinaceous birds pes gallinaceous birds, laying hen gtogls for) p(roduction and winn2>wed Iayin% %e
and breeding cocks.
Other pouitry (duck J16A+J16B+J16C+I1
J16 turkey, goose, guing pcs D
fowl)
J16A | Turkey pcs
J16B | Duck pcs
J16C | Goose pcs
J16D | Other poultry pcs pl.: furj, fdcan, gyongygalamb, strucc Inclu_ding rabbits o_nly for meat product
' ' ' captive bred for huntig purposes excluded!
Rabbit Breedin rabbits for fattenin roducing progeny, wh
L7 rabbit) (Doeg bes doe have already kindleg. P I PIO9EY
J18 Bees hive bee colony

221



VIII.2 Monitoring the capacities, quotasfor agricultural
products, Capacitiesfor the food industry sector

A. Responsabilities of the Manading Authority

1)

2)

3)

4)

5)

In the case of sensitive products, where no quaraspplied (e.g.: Pig meat, Poultry,
EgQ) it is the responsibility of the Head of the NMAmonitor that the total increase of
production capacities at programme level will nateed the figures of 2000 (for
example: the number of pig pens, poultry houséheaend of the programming period
in 2008,

In case of products where quotas are applied (eviilk, Bovine animals, Sheep,

Plant products), the production due to investmemy not increase beyond relevant
quotas and reference quantities applicable in ¢lotos as laid down in the Accession
Treaty of Hungary. There is a quota monitoring eystoperated by the Agriculture
and Rural Development Agency (ARDA). In this way timcrease of quota can be
evaluated during the project selection procedure.

The Market Information System, operated by the B&seand Information Institute

for Agricultural Economics (AKIl) 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 porognosis related to the

investment period. This document is sent to the Mice a week. Beside this, the
Head of the MA receives regular reports from thekdaDevelopment Department of
the Ministry, which is based on the decisions tabkgthe Management Committees of
the EU Commission and the intervention decisions.

Based on this and the market analyses, the HedatleoMA evaluates the market
situation and may take the decision of suspendapgcity increasing investments. If
the applicant has an authentic certification okarsting market (example: with valid
contracts) the investment may be authorised.

In the case of orchards (Apple, pear, peaches)apmicant by all means has to
present an authentic certification that the inedascapacity is supported the demand.
In this case a decision is taken on the base ofc#réfication attached to the

application.

Concerning the capacities for the food processm@ggeement was signed between
the MA and the AKIl (Research and Information Ihgg for Agricultural
Economics). According to this, the applicants stiantlicate their existing capacities
and the planned changes, as well as the capadiisatibn. These data should be
verified by the AKII and checked by the ARDA duritfie evaluation of applications
and ex-post checks of the projects.
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B. Quotas and capacities

Product Unit Quota value
Cereals, oil,| area ha 3487792
protein and|yield t/ha 4,73
fibre plants
Durum wheat ha 2&_300 in tradi_ti_onal 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 pcs 94620
Suckler cow premium pcs 117000
Slaughter premium nCs 141559 adult bovine +
94439 cali
Ewe premium pcs 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 listedieyHCSO under operations 'DA 15. Food

and beverage production’

Activity Capacity Quantity/year
Pig slaughtering 840| 1000 T/year
Cattle slaughtering 148| 1000 T/year
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 4 862 1000 T/year
Cereals processing (calculated) 3 1861000 T/year
Feed mixing 2 736| 1000 T/year
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VIII.3 Market and development possibilities of highly important
sector s (Assessment of market outlets)

Assistance to investments in agriculture and theravement of food processing exerts
its effects through the increase of added valukcieicy and the ratio of higher quality
products. Disposal of the products improved in enohtand quality but not increased in
guantity is regarded as secured. The occasionaltyrang marketing problems of certain
products (fruits and vegetables) may be considgnazluced by producer organisations and
cooperations. Due to the agroecological and econg®bgraphical situation of Hungary, if
vertical interests appear on a permanent basisedomes possible to exploit comparative
advantages. Fruit and vegetable production willobg more and more export oriented,
expectedly towards the East and the West.

The expected increase of domestic and foreigngouwill entail an increase in demand,
especially for the special, traditional productstioé different regions. As a result of the
advantageous natural endowments, the producteddttors affected by the assistance have
excellent internal values, taste and flavour. Thedees may materialise in their marketing in
the European Union, but favourable marketing prospeill open in third countries as well.

The EU conform selection criteria of investment gugs guarantee that in the case of
products limited by quota laid down in the Accessiaeaty production due to investments
supported under the measure may not exceed theripexs quotas. (Products limited by
guota: cereals, oil plants, protein plants, ricesudh wheat, sugar, iso-glucose, milk, beef-
cattle, sheep, leguminous plants, dried foddergfibemp, tobacco, hop, industrial tomato,
pear, apple, peach and grapes.) The most impatanof the investments is to facilitate the
joining and cooperation of producers in the mostative way in order to secure uniform,
good quality supply in increasing volume. It islogh importance that, as a result of the
investments, the quality of goods and the condstioh market access should noticeably
improve, and the investments should help retain edtim consumers and win over foreign
consumers again.

In 2004 the Managing Authority commissioned the i@gjtural Research Institution to
survey the food processing capacities and follow thanges in capacities during the
programming period. The Managing Authority will &akcare, that the survey of the
agricultural growing capacities is carried out (ahd actualisation of the data on the AMO
survey in 2000). In 2005 the market perspectivehef affected products is also constantly
appraised using the date of the Agricultural Regdearstitution.

This annex contains information on the main supgubrsectors, 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 progriagn period.
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Sectors

1. Fruit and vegetables

In Hungary the ratio of self-supply in the prodoatiof fruits and vegetables is 135%. The
sector is traditionally export-oriented; the ratioexport compared to the value of production

is 40% on the average.

1.1.Vegetables

Main characteristics of vegetables production, 2004

Harvested area| Total harvested | Average yields

Denomination hectare production, tons/hectare

tons

Vegetables 102762 2033336 -
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 Agrigrdt 2002, CSO 2003. Fruit-, grapes- and vegetable

cultivation, 2003. CSO 2004

1.2 Export of vegetables in 2002/2003

tons

Denomination Export 2002 Export 2003 Export 0/20002/2003
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
Sweetcorn 227 301 132,5
Green peas 88 4 4,5

Between 1998 and 2003 in Hungary the area of fielgetables varied between 90- and 116
thousand hectares, which falls behind the are2bfthiousand hectares in 1980 and the area
of 116 thousand hectares in 1990 (in 2004 it wasthOusand hectars)
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Between 1998 and 2003 the aggregate yield reachexkaeeded 1.9 million tons, which
corresponds to 1.9 million tons in 1980, howeweis still below the yield of 2 million tons in
1990 (2004 2.033 000 tons).

In 2001, 25% of the vegetable and fruit export wascted to the EU, while 16% of the
import arrived from EU member states. The majooitghe exported produce was shipped to
Germany, Russia and Austria, while import arriveginty from 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 totaldyad field vegetable production. This area

is smaller than the area of 15 thousand hectaréseiperiod between 1980 and 1990, when
the produced amount of tomato made up 22-26% ofdtat vegetable production. Between

1998 and 2001 the quantity of tomato produced milgyas and under foil and glass varied

between 50-70 thousand tons.

In the last years the traditional free-range prdidac of industrial tomato decreased
significantly, although to varying extent. Whileetlvolume of export has decreased, more
than 50% of the yield is exported. Although theduation could ensure a significant export
commodity stock besides meeting domestic demandeg#ty is a net importer. Export of
fresh tomato is increasing, the main target coestre Russia, Poland, Lithuania and
Lebanon. The largest buyer of frozen tomato is G&yn Fresh tomato is imported from
South European countries, mainly from Spain.

Although domestic production of several vegetalidgsen pepper, onion, cucumber, cabbage
and root vegetables) slightly exceeds domestic ddmat the same time they are imported
mainly in seasons when domestic products are nbtpyesent on the market. Market
conditions of these vegetables are balanced, sudaes not occur.

During the last years the production of the follogvivegetables increased: onions, potatoes,
green and red pepper and sweetcorn.

Approximately one fourth of the Hungarian waternmeis exported to countries lying to the
north of Hungary, but in early summer it is alsoported from southern countries. The
market of watermelon is stable, however, in certaars producer prices are relatively low
due to fierce competition.

1.3.1. Fruit
Main characteristics of fruits, grapes and wine productions, 2004

D . Productive | Production on productive area, to| Average yields
enomination
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 Agrietdt 2002, CSO 2003. Fruit-,grapes and vegetable
cultivation, 2003. CSO 2004.
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1.3.2 Export of fruits, 2002-2003

tons

Denomination Export 2002 Export 2003 Export 024003/2002,
Grapes 6145 9193 122,,7]
Wine* (hectolitre) n.a n.a. n.a.
Fruits total 2338838 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

In Hungary between 1998 and 2003 the total areaabfards 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 were 43486, 2888228 hectares in 2003.

Between 1998 and 2003 the harvested vyield of fuatsed between 820 thousand tons and 1
million tons (in 2003 it was 724 thousand tons),6546 of which was apple, varying from
year to year. This is only 57% of the yield in @%hd 65% of that in 1990.

As a result of new plantations and due to the smirey demand, production of sour cherry,
plum, walnut and raspberry is expected to grow.hWitapple production the ratio of

industrial apple (apple for juice) is 70 percend dne 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 fopl@groducts, Russia, Romania and
Austria are the main buyers of fresh apple. Italgt Austria are the most important importers.

Production of other fruits is small compared to kettdemand. In 2003, 19 thousand tons of
pear, 48 thousand tons of sour cherry, 45 thoutamsl of plum, 31 thousand tons of apricot
and 32 thousand of peach was produced, the yieldsvaccording to the weather conditions.
The determinant part of the yield is consumed doicedly (fresh and canned fruit). Export is
only possible seasonally, mainly when the supplycofintries to the south of Hungary
decreases.

1.4.Processing and marketing of fruits and vegetab$

Quick-frozen products have a stable market at ptesaore than 50% of the production

volume is exported. On the EU markets there isssipdity to sell only quality products that

can fill out the supply shortage due to their diéfe vegetation period (seasonal niche
products).

In Hungary the overall consumption of fresh andcpesed fruits and vegetables has not
changed in the past decade. The situation of tHeret fruit and vegetable processing
sectors, the canning and the refrigerating industisimilar, but their prospects are different.
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While in the market of traditional products presshby heat permanent increase cannot be
expected, the demand for products preserved byifgewill significantly grow due to
changes of consumers’ habits.

Export markets for Hungarian frozen and canned yotsd can mostly be found in the

neighbouring countries. Small and medium-size cangsacan also find their place in the
market of canned food. These enterprises are ablpraduce popular labour-intensive

products with high added value. The ratio of impdrtanned food is around 10%, but after
the accession next year it is expected to growdayly 1-2%. Export orientation of fruit and

vegetable procession is expected to strengtheneiyiboth towards the East and the West.

Export volume of cooked and frozen vegetables v&88 tons in 2000 and the volume of
imports was 19596 tons. The main partner is Germany

In 2005, in the export of fresh and frozen fruitedavegetables a slight increase can be
foreseen, due to the common market. The traditionatket of the Hungarian fruit and
vegetables has always been the EU (Germany andi@ushd with the abolition of customs,
our positions improved slightly.

1.5.Grapes and wine

In the 1990s the area of vineyards gradually redurcédungary. Today the plantation area is
93 thousand hectares (this is only 56% t of tha ar€l980 and 67% of that in 1990), out of
which production area is 83 thousand hectares.

Wine production (quantity also varies with vintage)2003 was nearly 4 million hectolitres,
and in 2001 it was 5 million hectolitres. The e$itftment of new plantations accelerated in
the second half of the 1990s, in 2001 the annualresached 1700 hectares, however, it is still
less than what would be expedient for the modetinis@f plantations. During modernisation
it is necessary to utilise fewer species that acoodate themselves better to the local
conditions in a way that the reconstruction sharddcentrate on areas with higher altitude
where there is lower risk of frost. Plantations hwtiigher stocking density are therefore
preferred.

Two thirds of the produced wine is sold in the detitemarket, one third is exported. The
main markets for Hungarian wines are Germany ared Whited Kingdom, furthermore
Poland, the Czech Republic and Slovakia.

The domestic market is significantly polarised. Hedection of wine varieties cover a wide
range from ordinary to high quality bottled onegppfoximately 1 million hectolitres are sold

in bottle, the rest is sold in cans and self-coreainBelf-consumption of producers is one
fifth of the average consumption rate. By satigfyithe varied demands, an average
consumption of 30-33 litres per capita seems tobilga. In the past decade

“self-consumption” and direct sales of producengehaotably increased.

Export has moved from the rock-bottom of 1992 (@8&3usand hectolitres) and has almost
doubled by today. 25-30% of grapes is exportednaspeoduct of different procession level.

40% of this quantity is sold in the EU member stata the future, only good or excellent

guality 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 tneride last ten years. Imported wines
represent an increasing pressure on the domestiemin spite of this, the only way to keep
the markets and to regain some of the lost onesfisgther increase the quality of Hungarian
wines. The common market regulation of wine mayehavavourable effect on the Hungarian

228



wine sector. The annual average volume of (oncertted) wine production is 4-4.5 million
hectolitres on the average, domestic consumptianognd 3.1-3.3 hectolitres.

The competitiveness of the wine sector has noteaszd with the accession, in 2005 the
export remains at the same level. The only slightdase can be foreseen in the export of
barrel wine.

1.6.Cereals

In Hungary over 1 million tons of cereals are nalfer consumption every year. The milling
industry has an important role in providing basiatenial for certain further processing
sectors and in the efficient processing of the dsiroally produced raw material.

In the nineties 40% of the milling companies sdiditt products in CEFTA countries and
30% in CIS countries. Hungary does not export ngllproducts 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 which do not result in arcriease in capacity.

Production of cereals

Area, thousand | Average yield, kg/ha| Yield, thousand tons
hectars

2003 2004 2003 2004 2003 2004
Wheat 1114 1173 2640 5130 2941 6020
Rye 46 45 1460 2750 67 125
Winter barley 176 184 2490 4530 437 834
Spring barley 165 147 2260 4010 373 589
Oats 68 69 1490 3120 102 216
Other cereals 172 157 - - 318 607
Total cereals 1741 1775 - - 4238 8391
Maize 1145 1188 3950 7000 4532 8317
Total grains 2886 2963 - - 8770 16708

The EU grain market organization gives an impetuké Hungarian grain sector and in 2005
this will mean a slight increase in the export @feals both in the EU and third markets.

1.7.Animal feed and dried fodder

The output of the mixed fodder sector greatly delgsenn the performance of animal
production. Competition is very fierce between fgedducers. 50% of the products is pig
feed, 40% is poultry feed and 10% is cattle premixconcentrate. The relatively large
number of feed mixers results from that this attiis relatively well integrated with animal
breeding or cereal warehousing. The average uidisaf capacities is 50%.

Investments in this sector will aim essentiallyeatablishing the conditions of traceability,
separating the production of feed for ruminantsnfrather feeds and improving the quality of
produce as well as reducing environmental load.
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2. Animal husbandry

Characteristics of animal production, 1 December 2004

o _ Capacity” | Production et + | Consumptio
Denomination Stock/pieces consumptio b :
(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 c i
Of which ewes 1088 1929223 18 3.1
Chicken, cock 32814 11077,7 630 356,3 35,1
Of which hen 15445

ddata concerning year 2001
b2data concerning year 2002
d mZ

Sources: Statistical Yearbook of Hungarian Agrietdt2001.,2002. CSO 2002, 2003, 2004. Agricultural
production 2003. CSO 2005.

2.1Milk products

Hungary is traditionally (net) self-sufficient ofillkaproducts, the changing volume of surplus
of (usually 5-10%) basic materials is disposednoforeign markets. The production in 2003
was 1977 million litres, in 2004 it was 1890 mitlititres.

Foreign trade only has a marginal role; the majoot exports serve as a buffer, while
imports have a 6.8% ratio in the domestic marketveéttheless, in the case of certain
products with high added value such as specialgesés, 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 paocesthe deterioration of the standard of
living. Since the mid-nineties a slow increase hheen detected, but the consumption of
milk products is still below the figures registedhe beginning of the decade. As a result of
the improving income, an increase in consumptiorprigjected in the domestic market;
however, import of the determinant products isexgected to grow.

Investments will aim at improving the efficiencydacompetitiveness of the sector, in order to
preserve the domestic market position, increasiegstlection of organic products and other
quality products, reducing environmental load.

Hungary’s entry onto the EU market brought a sieepease in the import of both milk and
milk products, both from the EU 15 and the new MenBtates. In this situation in 2005, the
only target of the Hungarian milk industry is tdisfy the needs of the domestic markets by
domestic products.
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2.2Meat and poultry
2.2.1 Meat

2.2.2 Meat processing

Meat industry is a traditionally export-orientectt®®. The ratio of self-supply of pig, cattle
and sheep meat is 135% on the average. Due tetreake in real income and the changes in
consumer preferences that are unfavourable fornmedts, the domestic demand for the
products of the meat industry considerably fellhe nineties.

At present the domestic market is balanced, butsthecture 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 growdumgary, this is why the economic
forecasts calculate with an increase in the consompf pigmeat and beef.

The export of the meat sector includes three baglyet groups: live animals, meats and meat
products. The grouping shows the level of procgssia well. In the 1990s the level of
processing of the Hungarian export did not increase

In 2005 the competitiveness of the meat industnatiser moderate refarding the elements of
marketing, the market positions outside and insidecountry and the concentration of the
market. This situation makes it doubtful if thetsecan keep its former position on the larger
EU market as well. The export- and the price-coitipehess prove to be good on the EU
market, however these are rather weak on the Japamel USA markets.

2.2.3 Poultry meat
Processing of poultry meat products

Production of poultry is export oriented, the ratifoself-supply is around 130-160%. Export
is an important goal of production in the case miilbr chickens, and is determinant in the
case of other species (turkey, goose, and duck)ovarwhelming majority of processed
poultry products is marketed in the European Union.

The characteristics of the Hungarian poultry medustry is that the selection of processed
products is considered wide in international congoe.

Most of the poultry processing plants deal with twwanore types of poultry, which is also a
Hungarian characteristics.

Compared to the other countries of the world it barstated that Hungary has an outstanding
figures not only in the specific production of poylfor slaughter but also in consumption.
The average annual consumption per capita in Hyngeceeds the EU average and almost
equals to that of the countries with the highestle There was an increasing tendency in the
nineties. From the average of 20-24 kg/capita, Wwhi@s typical in the early 1990s, the
Hungarian consumption of poultry meat grew ovek@@apita.

The poultry meat industry is in a favourable margposition, exports are not expected to
decrease after Hungary’'s accession to the EU.

Investments in this sector will essentially aimnaddernising the slaughtering, cutting and
processing technologies, establishing the conditiohtraceability, improving quality and
production safety, increasing the selection andr#iti® of products under voluntary quality
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certification systems, reducing the environmentzdl by improving the conditions of
by-product and waste management.

In 2005 the export of the poultry sector on the iBarket will be slightly lower than in the
former years, mainly because of more competitivedpction and low prices of the
American, Brazilian and Thai poultry industry. Hoxee, our positions in duck- and
goosemeat are stable.

2.3 0Others

2.3.1 Goats

In 2003 the goat stock consisted of 85 thousandhalsi in Hungary. The production of
slaughter animals fluctuates even in consecutiagsyen 2000 it was 774 , in 2001 it was 35
and in 2002 it was 1167 tons. The production oknml2001 was 10,9 million, in 2002 it was
9,8 million litres. The export of goat-meat wasth6usand 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 doreesdbbits in Hungary. The production of
rabbit for slaughter was 11,4 thousand tons in 206l 14 thousand tons in 2003. Hungary is
in the 28" place in the world production of rabbit meat. Thryest importer of the world is
Italy, the majority of Hungarian rabbit export igetted here. Besides, Hungary exports to
Switzerland, Germany, Belgium and France. Demasthisle on these markets.

2.3.3 Ostrich, Emu

In the past decades ostrich breeding/husbandry masmoed in several areas of the World
(Israel, South-Africa, Western-Europe). This anirpadvides several good selling products.
There is a solid demand on its meat, skin, feattggs and the breeder itself, and the ostrich
generates income for the farmers, as a touristaglec too.

Currently, there are about 4 to 5 thousand ostsieimel 1 to 2 thousand emus in Hungary.

Their meat is highly appreciated in Western-Eurqgpactically, there is no limit for selling
fresh, chilled or frozen meats produced by appraladghter houses meeting EU standards.

As we are informed in Europe only France has sostebBshments suitable for slaughtering
ostriches and emus.

2.3.4 Apiculture

Hungary has favourable natural endowments for tioelyction of honey, under favourable
weather conditions the annual production is ovethbéisand tons, in 2002 it was 15 thousand
tons. The quality of Hungarain honey is acknowestilm Europe, 50 % of the total volume is
acacia honeywhich is relatively rare in Europe. In Hungaryetd are approximately

232



17 thousand bee-keepers, taking care of nearly tbédsand bee colonies. The sector is
subdivided, the ratio of apiaries eligible for sagpn the European Union, i.e. having over
150 bee colonies, is only 17 percent. Domestic wmpsion 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 expdotattrease.

Honey has 1 percent ratio in the Hungarian foodogxbut in international comparison
Hungary is not a small exporter. The total worlg@x of honey varies between 280 thousand
and 339 thousand tons annually, from which Hundray a 4.5-5 % ratio. In 2000-2001 the
European Union’s ratio of self-supply of honey wi&s%. 10-13 thousand tons of Hungarian
honey was exported, the main markets are Germtaty, France and Austria.

3 Spices

Within the production of spices, Hungary’s tradi@ 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€ags old or even older and does not meet
the hygiene and environmental requirements. Stoeagk cleaning of the sewage coming
from washing is a severe problem. Investment \Wwiréfore aim at improving equipment and
the conditions of raw material storage.
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VII1.4 Eligible settlements (for measures “Expansion of rural
income earning opportunities” and LEADER+)

Aba
Abadszalok
Abaliget
Abasér
Abaujalpéar
Abaujker
Abadjlak
Abaujszanto
Abadujszolnok
Abaujvar
Abda

Abod
Abrahamhegy
Acs

Acsa

Acsad
Acsalag
Acsteszér
Adacs

Adand
Adasztevel
Adony
Adorjanhaza
Adorjas

Ag
Agasegyhaza
Agfalva
Aggtelek
Agyagosszergény
Ajak

Aka

Akaszto
Alacska

Alap

Alattyan
Alcsutdoboz
Aldebrs

Algyé
Alibanfa
Almamellék
Almasflzits
Almashaza
Almaskamaras
Almaskeresztar
Almosd
Alsoberecki

Alsébogat
Alsodobsza
Alsbgagy
Alsbmocsolad
Alsénana
Alsonémedi
Alsénemesapati
Alsonyék
Alsbors
Alsopahok
Alsopetéeny
Alsérajk
Alséregmec
AlsOszenterzsébet
Alsészentivan
AlsOszentmarton
Als6szdlndk
Alsoszuha
Alsételekes
Alsotold
Alsdujlak
Alsovadasz
Alsbzsolca
Ambrozfalva
Anarcs

Andocs
Andornaktalya
Andrasfa
Annavolgy
Apacatorna
Apagy

Apaj

Aparhant
Apatfalva
Apétistvanfalva
Apatvarasd
Apc

Aporka
Apostag
Aranyosapati
Aranyosgadany
Arka

Arlo

Arnot

Arokts
Arpadhalom

Arpés

Artand
Asotthalom
Asvéanyraro
Aszalo

Aszér

Aszér

Aszod

Asz6i

Ata

Atany

Atkar

Attala

Babarc
Babarcsiél6s
Babocsa
Babolna
Babonymegyer
Babosdobréte
Babot
Bacsalmas
Bacsbokod
Béacsborsod
Bacsszentgyorgy
Bacss#los
Badacsonytomaj
Badacsonytdrdemic
Bag

Bagameér
Baglad

Bagod
Bagyogszovat
Ba
Bajansenye
Bajna

Bajot

Bak

Bakhaza
Bakoca
Bakonszeg
Bakonya
Bakonybank
Bakonybél
Bakonycsernye
Bakonygyir6t
Bakonyjako

Bakonykoppany
Bakonykuti
Bakonynana
Bakonyoszlop
Bakonypéterd
Bakonypdloske
Bakonyséag
Bakonysarkany
Bakonyszentivan
Bakonyszentkiraly
Bakonyszentlaszlo
Bakonyszombathely
Bakonysztics
Bakonytamasi
Baks

Baksa

Baktakék
Baktaloranthaza
Baktittos

Balajt

Balastya

Balaton
Balatonakali
Balatonalmadi
Balatonberény
Balatonboglar
Balatoncsicsé
Balatonederics
Balatonendréd
Balatonfenyves
Balatonbkajar
Balatonféldvar
Balatonfizfé
Balatongyorok
Balatonhenye
Balatonkenese
Balatonkeresztar
Balatonlelle
Balatonmagyaréd
Balatonmariafurd
Balatorészod
Balatonrendes
Balatonszabadi
Balatonszarsz6
Balatonszemes
Balatonszentgyorgy
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Balatonszepezd
Balatonsalés
Balatonudvari
Balatonujlak
Balatonvilagos
Balinka
Balkany
Ball6szog
Balmazujvaros
Balogunyom
Balotaszallas
Balsa
Balvanyos
Bana

Band

Banfa
Banhorvati
Bank
Banokszentgyorgy
Banréve

Bar

Barabés
Baracs
Baracska
Barand
Baranyahidvég
Baranyajefi
Baranyaszentgyorgy
Barbacs

Barcs
Bardudvarnok
Barlahida
Barna

Barnag
Barsonyos
Basal

Basko

Bata

Bataapati
Bataszek

Baté
Batmonostor
Bator
Batorliget
Battonya
Batya

Batyk
Bazakerettye
Bazsi

Béb
Becsehely
Becske

Becskehaza
Becsvolgye
Bedegkér
Bed
Bejcgyertyanos
Békas
Bekecs
Békéssamson
Békésszentandras
Bekolce
Bélapatfalva
Bélavar
Belecska
Beled

Beleg
Belezna
Bélmegyer
Beloiannisz
Belsisard
Belvardgyula
Benk

Bénye

Bér
Bérbaltavar
Bercel
Beregdar6c
Beregsurany
Berekbdszérmeény
Berekfurd
Beremend
Berente
Beret
Berettyoujfalu
Berhida
Berkenye
Berkesd
Berkesz
Bernecebarati
Berzék
Berzence
Besence
Besenyd
Besenytelek
Besenysz6g
Besny
Beszterec
Bezedek
Bezenye
Bezeréd

Bezi
Biatorbagy
Bicsérd

Bihardancshaza
Biharkeresztes
Biharnagybajom
Bihartorda
Biharugra
Bikacs

Bikal

Biri

Birjan

Bisse

Boba

Bocfolde
Boconad
Bdcsa

Bocska
Bocskaikert
Boda

Bodajk

Bodmer
Bodolyabér
Bodonhely
Bodony
Bodorfa

Bodrog
Bodroghalom
Bodrogkeresztir
Bodrogkisfalud
Bodrogolaszi
Bddvalenke
Bddvarako
Bddvaszilas
Bogacs

Bogad
Bogadmindszent
Bogdasa
Bogyiszlo
Bogyoszlé

Bojt

Bdkahaza
Bokod

Bokor

Boldog
Boldogasszonyfa
Boldogloujfalu
Boldogksvaralja
Boldva

Bolhas

Bolho

Boly
Boncodfélde
Bonnya
Bonyhadvarasd

Bordany
Borgéta
Borjad

Borota

Borsfa
Borsodbota
Borsodgeszt
Borsodivanka
Borsodnadasd
Borsodszentgyorgy
Borsodszirak
Borsosberény
Borszorcsok
Borzavar
Bosta
Botpalad
Botykapeterd
Bozsok
Bozzai
Bbozsva

B6

Bécs

Bode
Bddehaza
Bogot

Bogote
Bohonye
Bokony
Bolcske

Bony

Borcs
Borzonce
Bosarkany
Bészénfa
Bucsa

Bucsu
BucsuszentlaszIo
Bucsuta
Budajerd
Budakalasz
Bugac
Bugacpusztahaza
Bugyi

Buj

Bujak

Buzsak

Buk
Bukkabrany
Bikkaranyos
Bulikkmogyorésd
Bukkdsd
Bukkszék
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Blkkszenterzsébet Csécse
Bukkszentkereszt Csegdld
Blkkszentmarton Csehbanya
Bukkzsérc Csehi

Burls Csehimindszent
BussU Csém

Blttos Csend

Cék Csempeszkopacs
Cakdhaza Csengele
Cece Csenger
Cégenydanyad Csengersima
Ceglédbercel Csengerujfalu
Cered Csengd
Chernelhdazadamonya Csénye
Cibakhaza Csenyete
Cigand Csép

Ciko Csépa

Cirak Csepreg

Cun Csér
Csabaddd Cserdi
Csabaszabadi Cserénfa
Csabdi Cserépfalu
Csabrendek Cserépvaralja
Cséfordjanosfa Cserhéthalap
Csaholc Cserhatsurany
Csajag Cserhatszentivan
Csakany Cserkesélo
CsékanydoroszIlo Cserkuat
Cséakberény Csernely
Csakvar Cserszegtomaj
Csanadalberti Csertalakos
Csanadapéaca Cserb
Csanadpalota Csesznek
Csénig Csesztreg
Csany Csesztve
Csanyoszro Csetény
Csanytelek Csévharaszt
Csapi Csibrak
Csapod Csikéria
Cséardaszallas Csikosbttos
Csarnota Csikvand
Csaroda Csincse
Csészar Csipkerek
Csaszartoltés Csitar

Csészld Csobéad
Csétalja Csobaj

Csatéar Csobanka
Csatasz6g Csokalks
Csatka Csokonyavisonta
Csavoly Csokvaomany
Csebény Csolnok

Csolyospalos
Csoma
Csomad
Csombard
Csongrad
Csonkahegyhat
Csonkamindszent
Csopak

Csor

Csorna
Csorvas

Csot

Csode

Csdgle

Csoknd
Csokoly
CsOmend
Csomaodeér
CsOmor
CsoOnge
Csornyefold
Cso0rdg

Csordg
Csorétnek
Cssz

Csyvar

Csurgo
Csurgbnagymarton
Dabas

Dabronc
Dabrony

Dad

Dag

Daka

Dalmand
Damak

Damaoc
Danszentmiklés
Dany
Daraboshegy
Darany

Darn6
Darndzseli
Daruszentmiklés
Darvas

Déavod
Debercsény
Debréte

Decs
Dédestapolcsany
Dég

Dejtar
Délegyhaza
Demecser
Demjén
Dencshaza
Dénesfa
Derecske
Derekegyhaz
Deszk
Detek

Detk
Dévavanya
Devecser
Dinnyeberki
Ditsberény
Di6sd
Didsjerd
Dioskal
Diosviszlo
Doba
Doboz
Dobri
Dobronhegy
Déc
Domahaza
Domaszék
Dombegyhaz
Dombiratos
Dombrad
Domony
Domoszl6
Dormand
Doroghaza
Dozmat
Doborhegy
Dobroce
Ddobrokoz
Dobronte
Doge
DOmos
Domsdd
Dor
Dorgicse
Doroske
Dotk
Doveny
Dragszél
Dravacsehi
Dravacsepely
Dravafok
Dravagardony
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Dravaivanyi
Dravakeresztur
Dravapalkonya
Dravapiski
Dravaszabolcs
Dravaszerdahely
Dravasztara
Dravatamasi
Drégelypalank
Dubicsény
Dudar

Duka
Dunaalmas
Dunabogdany
Dunaegyhaza
Dunafalva
Dunafoldvar
Dunakiliti
Dunapataj
Dunaremete
Dunaszeg
Dunaszekds
Dunaszentbenedek
Dunaszentgyorgy
Dunaszentmiklés
Dunaszentpal
Dunasziget
Dunatetétlen
Dunavarsany
Dunavecse
Dusnok

Dazs

Eberdic

Ebes

Ecs

Ecsed

Ecseg
Ecsegfalva
Ecseny

Ecser

Edde

Edve

Egerag
Egeralja
Egeraracsa
Egerbakta
Egerbocs
Egercsehi
Egerfarmos
Egerlov
Egerszaldk
Egerszolat

Egerszog
Egervar
Egervolgy
Egyed

Egyek
Egyhazasdengeleg
Egyhazasfalu
Egyh&zasgerge
Egyhazasharaszti
Egyhé&zashetye
Egyhazashollos
Egyh&zaskesz
Egyhazaskozar
Egyhé&zasradoc
Elek

Ellend
Eloszallas
Eméd

Encs

Encsencs
Endrefalva
Endi6c

Enese

Enying

Eperjes
Eperjeske
Eplény

Epol

Ercsi
Erdsbénye
Erdshorvati
Erdokertes
Erdokdvesd
Erdokiirt
Erdssmarok
Erdssmecske
Erdstarcsa
Erdstelek

Erk

Erpatak
Ersekcsanad
Ersekhalma
Ersekvadkert
Ertény
Erzsébet
Esztar
Eszteregnye
Esztergalyhorvati
Ete

Etes

Etyek
Fabianhaza

Fabiansebestyén
Facankert
Fadd

Faj

Fajsz

Fancsal

Farad
Farkasgyefp
Farkaslyuk
Farmos
Fazekasboda
Fedémes
Fegyvernek
Fehérgyarmat
Fehérto
Fehérvarcsurgé
Feked
Feketeerd
Felcsut
Feldebé
Felgy6

Felpéc
Felssberecki
Felcsatar
Felssdobsza
Felsegerszeg
Feligagy
Felgjanosfa
Felkelecseny
FelsSlajos
Fel$smarac
Fel$imocsolad
Felsinana
Felnyarad
Felnyek
Felssors
Felpahok
Felpakony
Felpetény
Felsrajk
Felssregmec
Felsyszenterzsébet
Felgiszentivan
Felsyszentmarton
Felsszdlndk
Feltarkany
Felsstelekes
Felsstold
Feldvadasz
Felsszsolca
Fényeslitke
Fenyfo

Ferencszallas
Ferttboz
Ferthd
Fertendred
Ferthomok
Fertrakos
Fertbszentmiklos
Fertszéplak
Fiad
Filkehéaza
Fityehaz
Fokio

Folyas

Fono

Fony
Fonydd
Forraskut
Forrd
Foldeak
Foldes
Fonyed
Fuldkércs
Furta

Fale

Fllesd

Fulop
Fllophaza
Fulopjakab
Fllopszallas
Fllpdsdaréc
Flrged
Fluzér
Flzérkajata
Flzérkomlos
Flzérradvany
Flzesabony
Flzesgyarmat
Fazvolgy
Gaborjan
Gaborjanhaza
Gacsaly
Gadacs
Gadany
Gadna
Gadoros
Gagyapati
Gagybator
Gagyvendégi
Galambok
Galgaguta
Galgagyork
Galgahéviz
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Galgamacsa
Galosfa
Galvacs
Gamas
Ganna
Gant

Gara
Garab
Garabonc
Garadna
Garbolc
Gardony
Garé
Gasztony
Gatér
Gavavencsail
Geéberjén
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

GOmMOrsslos
Gonc
Goncruszka
GOonyi
Gorbehaza
GOrcsony
Gorcsonydoboka
Gorgeteg
Gosfa

Grabéc

Gulacs
Gutorfolde
Gyaloka
Gyandgeregye
Gyarmat
Gyékényes
Gyenesdias
Gyepikajan
Gyermely

Gyaod
Gyomaendid
Gyoré
GyOmore
Gyobngyfa
Gyongyosfalu
Gyongydshalasz
Gyongyosmellék
Gyobngyosoroszi
Gyongyospata
Gyobngyossolymos
Gyongyostarjan
Gyonk
Gyodrasszonyfa
Gyore
Gyorgytarld
Gyorkony
Gyorladamér
Gyorocske
Gyorsag
Gyorséveényhaz
Gyorszemere
Gyortelek
Gyorujbarat
Gyoérujfalu
Gyorvar
Gydrzamoly
Gyugy
Gyulahaza
Gyulgj
Gyulakeszi
Gyuré

Gyugye

Gylure

Gyiris

Hacs
Hagyarosbhorond
Hahot
Hajdubagos
Hajdubdszormény
Hajdudorog
Hajdunanas
HajduszoboszIlo
Hajduszovat
Hajmas
Hajmaskér
Hajos

Halasto

Halaszi
Halasztelek
Halimba

Halmaj
Halmajugra
Halogy

Hangéacs
Hangony
Hantos
Harasztifalu
Harc

Harka
Harkakétony
Harkany
Haromfa
Haromhuta
Harsany
Harskut

Harta

Hassagy
Hédervéar
Hedrehely
Hegyesd
Hegyeshalom
Hegyfalu
Hegyhathodasz
Hegyhatmardéc
Hegyhatsal
Hegyhatszentjakab
Hegyhatszentmarton
Hegyhatszentpéter
Hegylo
Hegymagas
Hegymeg
Hegyszentmarton

Héhalom
Hejce
Hejobaba
Hejokeresztar
Hejokart
Hejépapi
Hejészalonta
Helesfa
Helvécia
Hencida
Hencse
Herceghalom
Hercegkut
Hercegszanto
Heréd

Héreg
Herencsény
Herend
Heresznye
Hermanszeg
Hernad
Hernadlfid
Hernadcéce
Hernadkak
Hernadkeércs
Hernadnémeti
Hernadpetri
Hernadszentandras
Hernadszurdok
Hernadvécse
Hernyek

Hét
Hetefejércse
Hetes
Hetvehely
Hetyeb
Heves
Hevesaranyos
Hevesvezekény
Héviz
Hévizgyork
Hidas
Hidasnémeti
Hidegkut
Hidegség
Hidvégardo
Himeshaza
Himod

Hirics

Hobol

Hodasz
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Hodmezdvasarhely
Hollad
Hollbhaza
Holloko
Homokbodoge
Homokkoméarom
Homokmégy
Homokszentgyorgy
Homorud
Homrogd

Hont

Horpacs

Hort
Hortobagy
Horvathertelend
Horvatlow
Horvatzsidany
Hosszuhetény
Hosszupalyi
HosszUpereszteg
Hosszuviz
Hosszuvolgy
Hosztot

Hotto

Hogyész

Hovej

Hugyag

Hunya
Hunyadfalva
Husztét

Ibafa

Iborfia

Ibrany

Igal

lgar

Igrici

Iharos
Iharosberény
lkervar

lklad
Iklanberény
Ikl6dbordsce
lkrény

lliny

Ik

lllocska

Imola
Imrehegy
Indncs

Inarcs

Inke

Ipacsfa

Ipolydamasd
Ipolytarn6c
Ipolytdlgyes
Ipolyvece
Iregszemcse
Irota

Ispank
Istenmezeje
Istvandi
Iszkaszentgyorgy
Iszkaz

Isztimér

Ivad

Ivan
Ivanbattyan
Ivanc

Ivancsa
Ivandarda
lzmény

lzsék

Izséfalva
Jagonak

Jak
Jakabszallas
Jakfa

Jakfalva

Jako

Jand
Jankmajtis
Janoshalma
Janoshéaza
Janoshida
Janossomorja
Jardanhaza
Jarmi

Jasd

Jaszago
Jaszalsoszentgyorgy
Jaszapéti
Jaszéarokszallas
Jaszboldoghaza
Jaszddzsa
Jaszfelészentgyorgy
Jaszfényszaru
Jaszivany
Jaszjakohalma
Jaszkarajeh
Jaszkiser
Jaszladany
Jaszszentandras
Jaszszentlaszlé
Jasztelek

Jéke

Jerd
Jobahaza
Jobbagyi
Josvab

Juta

Kaba
Kacorlak
Kéacs
Kacsota
Kadarkut
Kajarpéc
Kajaszo
Kajdacs
Kakasd
Kékics
Kakucs

Kal

Kalazné

Kald

Kallé

Kallésd
Kallésemjén
Kélmancsa
Kalmanhaza
Kélocfa
Kéloz

Kém
Kamond
Kamut

Kano
Kéantorjanosi
Kany

Kanya
Kanyavér
Kapolcs
Képolna
Képolnasnyék
Kapoly
Kaposb
Kaposgyarmat
Kaposhomok
Kaposkeresztir
Kaposmés
Kapospula
Kaposszekds
Kaposszerdahely
Kaposuijlak
Képtalanfa
Képtalantoti
Kapuvar
Kéara

Karacsond
Karad

Karako6
Karakdszorcsok
Karancsalja
Karancsberény
Karancskeszi
Karancslapugt
Karancssag
Kéarasz

Karcag

Karcsa

Kardos
Kardoskut
Karmacs
Kéarolyhaza
Kéarolyhaza
Karos

Kartal

Kasad
Kaskantyu
Kastélyosdombd
Kaszaper
Kaszé

Katadfa

Katafa

Katoly

Katymar

Kava

Kéavas

Kazar
Kéazsmark
Kazsok

Kecel

Kecskéd
Kehidakustany
Kék

Kékcse

Kéked

Kékesd

Kékkut

Kelebia

Keléd

Kelemér
Kéleshalom
Keleviz
Kemecse
Kemence
Kemendollar
Kemenesbgyész
Kemeneskapolna
Kemenesmagasi
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Kemenesmihalyfa Kiralyhegyes
Kemenespélfa Kirdlyszentistvan
Kemenessomjén Kisapati
Kemenesszentmarton Kisapostag
Kemenesszentpéter Kisar
Keménfa Kisasszond
Kémes Kisasszonyfa
Kemestarodfa Kisbabot
Kemse Kisbagyon
Kenderes Kisbajcs
Kenéz Kisbajom
Kenézb Kisbarapati
Kengyel Kisbarkany
Kenyeri Kisbér
Kercaszomor Kisberény
Kercseliget Kisberzseny
Kerecsend Kisbeszterce
Kerecseny Kisbodak
Kerekegyhaza Kisbucsa
Kereki Kisbudmeér
Kerékteleki Kiscsécs
Kerepes Kiscsehi
Keresztéte Kiscsisz
Kerkabarabas Kisdeér
Kerkafalva Kisdobsza
Kerkakutas Kisdombegyhaz
Kerkaskapolna Kisdorog
Kerkaszentkiraly Kisecset
Kerkateskand Kisfalud
Kérsemjén Kisflizes
Kerta Kisgorko
Kertészsziget Kisgyalan
Keszeg Kisgyor
Kesznyéten Kishajmas
Keszhidegkut Kisharsany
Kesztolc Kishartyan
Keszi Kisherend
Kétbodony Kishédos
Kétegyhaza Kishuta
Kéthely Kisigmand
Kétpd Kisjakabfalva
Kétsoprony Kiskassa
Kétujfalu Kiskinizs
Kétvolgy Kiskorpad
Kéty Kiskore
Kevermes Kiskunlachaza
Kiliman Kiskunmajsa
Kimle Kiskutas
Kincsesbanya Kislang
Kirald Kisléta
Kirdlyegyhaza Kislippo

Kislod
Kismanyok
Kismarja
Kismaros
Kisnamény
Kisnana
Kisnémedi
Kisnyarad
Kisoroszi
Kispalad
Kispali
Kispirit
Kisrakos
Kisrécse
Kisrozvagy
Kissikator
Kissomlyo
Kisszallas
Kisszékely
Kisszekeres
Kisszentmarton
Kissziget
Kisszl6s
Kistamasi
Kistapolca
Kistarcsa
Kistelek
Kistokaj
Kistolmacs
Kistormas
Kistétfalu
Kisujszéllas
Kisunyom
Kisvarsany
Kisvasarhely
Kisvaszar
Kisvejke
Kiszombor
Kiszsidany
Klarafalva
Kocs
Kocsér
Kocsola
Kocsord
Koka
Kokad
Kolontar
Komadi
Komjati
Komlédtétfalu
Komlosd

Komldska
Komord
Kompolt
Kondé
Kondorfa
Kondoros
Kény

Konyar
Képhaza
Koppanyszanto
Korlat
Koronco
Koros

Kosd
Késpallag
Kétaj
Kovéacshida
Kovacsszéngja
Kovéacsvagas
Kozard
Kozarmisleny
Kozmadombja
Koblény
Kocesk
Kokény
Kokut

Kolcse
Koélesd
Koélked

Komlé
Kémlod
KOmoro
KOmpoc
Kornye
Korom
Koéroshegy
Kordsladany

Korosnagyharsany

Korostarcsa
Kérostetétlen
Kordsujfalu
Korosszakal
Korosszegapati
Készarhegy
Készegdoroszld
Kdszegpaty

Koszegszerdahely

Kotcse
Koétegyan
Kotelek
Kévagoors



Kévagosslos
K6vagotottos
Kovegy
Koveskal
Krasznokvajda
Kulcs
Kunadacs
Kunagota
Kunbaja
Kunbaracs
Kuncsorba
Kunfehérté
Kunhegyes
Kunmadaras
Kunpeszér
Kunszallas
Kunszentmarton
Kunszentmiklos
Kunsziget
Kup

Kupa

Kurd
Kurityan
Kustanszeg
Kutas
Kutaso
Kibekhaza
Kilséséard
Kulsévat
Kingos
Labatlan
Labod
Lacacséke
Lad
Ladanybene
Ladbeseny
Lajoskomarom
Lajosmizse
Lak

Lakhegy
Lakitelek
Lakocsa
Lanycsok
Lapab
Lapancsa
Laskod
Lasztonya
Latrany

Lazi
Leanyfalu
Leanyvar
Lebény

Legénd
Legyesbénye
Léh
Lénarddardc
Lendvadedes
Lendvajakabfa
Lengyel
Lengyeltoti
Lenti
Lepsény
Lesencefalu
Lesenceistvand
Lesencetomaj
Létavértes
Letenye
Letkés

Levél

Levelek
Libickozma
Lickbvadamos
Liget
Ligetfalva
Lipot

Lippd

Liptod
Lispeszentadorjan
Liszo

Litér

Litka

Litke

Locs

Lokuat

Lonya

Lorév

Lothéard

Lovas
Lovasberény
Lovaszhetény
Lovaszi
Lovaszpatona
Lékoshaza
Lérinci

[We)V/
Lovopetri
Lucfalva
Ludanyhalaszi
Ludas
Lukacshaza
Lulla

Luzsok

Mad

Madaras

Madocsa
Magléca
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
Magyarszedxd
Magyarszék
Magyarszentmiklos
Magyarszerdahely
Magyarszombatfa
Magyartelek
Majoshéza

Majs

Makéad
Makkoshotyka
Maklar

Mako

Malomsok

Malyi

Malyinka

Mand

Mandok

Manfa

Many

Maraza
Marcalgergelyi
Marcal

Marfa
Mariahalom
Mariakalnok

Mariakémeénd
Marianosztra
Mariapocs
Markaz
Markhaza
Marké

Markoc
Markotabddoge
Maréc

Mardcsa

Marok
Marokfold
Marokpapi
Maroslele
Martély

Martfii
Martonfa
Martonvasar
Martonyi
Matételke
Matraballa
Matraderecske
Matramindszent
Matranovak
Matraszele
Matraszentimre
Matras®los
Matraterenye
Matraverebély
Matydsdomb
Matty

Matyus

Maza
Mecseknadasd
Mecsekpoloske
Mecsér
Medgyesbodzas
Medgyesegyhaza
Medina
Meggyeskovacsi
Megyasz6
Megyehid
Megyer
Méhkerék
Méhtelek
Mekényes
Mélykut
Mencshely
Mende

Méra

Merenye
Mérges



Mérk

Mernye
Mersevat
Mesterhaza
Mesteri
Mesterszallas
Meszes
Meszlen
Mesztegny
Mezéberény
Mezocsat
Mezbcsokonya
Mezod
Mezéfalva
Mezégyan
Mezohegyes
Mezéhék
Mezokeresztes
Mezékomarom
Mezokovacshaza
Mezoladany
Mezolak
Mezénagymihaly
Mezonyarad
Mezo0rs
Mezépeterd
Mezosas
Mezészemere
Mezészentgyorgy
Mezoszilas
Mezétarkany
Mezétar
Mez6zombor
Mihald
Mihalyfa
Mihalygerge
Mihalyhaza
Mihalyi

Mike
Mikebuda
Mikekaracsonyfa
Mikepércs
Miklosi
Mikofalva
Mikéhaza
Mikosszéplak
Milejszeg
Milota
Mindszent
Mindszentgodisa
Mindszentkalla

Misefa

Miske

Miszla

Mocsa
Mogyorod
Mogyordsbanya
Mogyoroska
Moha

Mohora
Molnari
Molnaszecsd
Molvany
Monaj

Monok
Monosbél
Monostorapati
Monostorpalyi
Monoszl6
Monyorod
Moragy
Maorahalom
Moricgat
Morichida
Mosdds
Mosonszentmiklos
Mosonszolnok
Mozsgo
Mécsény
Mucsfa

Mucsi
Mucsony

Muhi
Murakeresztar
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
Nagycsecs
Nagycsepely
Nagycserkesz
Nagydém
Nagydobos
Nagydobsza
Nagydorog
Nagyecsed
Nagyeér
Nagyesztergér
Nagyfiiged
Nagygeresd
Nagygorld
Nagygyimot
Nagyhajmas
Nagyhalasz
Nagyharsany
Nagyhegyes
Nagyhddos
Nagyhuta
Nagyigmand
Nagyivan
Nagykamaras
Nagykapornak
Nagykaracsony
Nagykereki
Nagykeresztur
Nagykinizs
Nagykonyi
Nagykorpad
Nagykovacsi
Nagykozar
Nagykokényes
Nagykolked
Nagykoros
Nagykofi
Nagykutas
Nagylak
Nagylengyel
Nagyloc
Nagylok
Nagylozs
Nagymagocs

Nagymanyok
Nagymaros
Nagymizdo
Nagynyarad
Nagyoroszi
Nagypali
Nagypall
Nagypeterd
Nagypirit
Nagyrabé
Nagyrada
Nagyrakos
Nagyrécse
Nagyréde
Nagyrev
Nagyrozvagy
Nagysap
Nagysimonyi
Nagyszakacsi
Nagyszékely
Nagyszekeres
Nagyszénas
Nagyszentjanos
Nagyszokoly
Nagytalya
Nagytarcsa
Nagytevel
Nagytilaj
Nagytotfalu
Nagybtke
Nagyut
Nagyvarsany
Nagyvaty
Nagyvazsony
Nagyvejke
Nagyveleg
Nagyvenyim
Nagyvisnyo
Nak

Napkor

Narai

Narda
Naszaly
Négyes
Nekézseny
Nemesapati
Nemesbikk
Nemesborzova
Nemesbd
Nemesbuk
Nemescso
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Nemesdéd
Nemesgorzsony
Nemesgulacs
Nemeshany
Nemeshetés
Nemeske
Nemeskér
Nemeskeresztur
Nemeskisfalud
Nemeskocs
Nemeskolta
Nemesladony
Nemesmedves
Nemesnadudvar
Nemesnép
Nemespatrd
Nemesrado

Nemesrempehollos
Nemessandorhaza

Nemesszalok

Nemesszentandras

Nemesvamos
Nemesvid
Nemesvita
Németbanya
Németfalu
Németker
Nemti
Neszmély
Nézsa

Nick

Nikla

Nograd
Nogradkovesd
Nogradmarcal
Nogradmegyer
Nogradsap
Nogradsipek
Nogradszakal
Norap
Noszlop
Noszvaj

Nova

Novaj
Novajidrany
Nétincs
Nyalka
Nyarad
Nyaregyhaza
Nyarlérinc
Nyarsapat
Nyékladhaza

Nyergesujfalu
Nyésta

Nyim
Nyirabrany
Nyiracsad
Nyirad
Nyiradony
Nyirbéltek
Nyirbogat
Nyirbogdany
Nyircsaholy
Nyircsaszari
Nyirderzs
Nyirgelse
Nyirgyulaj
Nyiri
Nyiribrony
Nyirjako
Nyirkarasz
Nyirkata
Nyirkércs
Nyirlové
Nyirlugos
Nyirmada
Nyirmartonfalva
Nyirmeggyes
Nyirmihalydi
Nyirparasznya
Nyirpazony
Nyirpilis
Nyirtass
Nyirtelek
Nyirtét
Nyirtura
Nyirvasvari
Nyomar
Nyégér

Nyugotszenterzsébet

Nyl
Obanya
Obarok
Obudavar
Ocsa
Ocsérd
Ofalu
Ofehértd
Oftldeak
Ohid
Okany
Okorag
Okorvolgy
Olasz

Olaszfa
Olaszfalu
Olaszliszka
Olcsva
Olcsvaapati
Old

Olmod
Oltarc

Onga

Onod

Opalyi
Opusztaszer
Orbanyosfa
Orci
Ordacsehi
Ordas
Orfalu

Orfa
Orgovany
Ormandlak
Ormosbanya
Oroszi
Oroszlo
Orosztony
Ortahaza
Osli
Ostffyasszonyfa
Ostoros
Oszko
Oszlar
Osztopan
Ozdfalu
Ozmanbiik
Ozora

Ocs

Ocsény
Ocsod
Okoritofiilpos
Olbs
Omboly

Or

Orbottyan
Oregcsett
Oreglak
Orhalom
Orimagyarosd
Oriszentpéter
Orkény
Orményes
Orménykut
Ortilos
Orvényes

Osagard

Osi

Oskii
Ottevény
Ottomos
Otvoskonyi
Péacin

Pacsa
Pacsony
Padar

Pahi

Paka

Pakod
Pakozd

Palé

Pélfa
Pélfiszeg
Palhaza

Pali
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
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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
Peicsény
Peterd
Péterhida
Péteri
Pétervasara
Pétflrd
Petlbhenye
Petnehaza
Petfibanya
Petifiszallas
Pethaza
Petmihalyfa
Petrikeresztar
Petrivente
Pettend
Piliny
Pilisborosjet
Piliscsaba
Piliscsév
Pilisjaszfalu
Pilismarét
Pilisszant6

Pilisszentivan
Pilisszentkereszt
Pilisszentlaszlo
Pincehely
Pinkamindszent
Pinnye

Piricse

Pirtd

Piskd

Pitvaros

Pdocsa

Pocsaj
Pbocsmegyer
Pocspetri
Pogany
Poganyszentpéter
Pdkaszepetk
Polany

Polgar

Polgardi
Porcsalma
Pornéapati
Poroszl6
Porpéac

Porrog
Porrogszentkiraly
Porrogszentpal
Pdrszombat
Porva

Pdsfa

Potony
Potyond
Pdloske
Polosked
Porboly
Pordefolde
Potréte

Pragy

Pula
Pusztaapati
Pusztaberki
Pusztacsalad
Pusztacs6
Pusztadobos
Pusztaederics
Pusztafalu
Pusztafoldvar
Pusztahencse
Pusztakovacsi
Pusztamagyarod
Pusztamérges

Pusztamiske
Pusztamonostor
Pusztaottlaka
Pusztaradvany
Pusztaszabolcs
Pusztaszemes
Pusztaszentlaszl6
Pusztaszer
Pusztavacs
Pusztavam
Pusztazamor
Putnok

PUski
Pilspdkhatvan
Plspokladany
Puspdkmolnéri
Plspokszilagy
Rabacsanak
Rabacsécseny
Rabagyarmat
Rabahidveg
Rabakecol
Rabapatona
Rabapaty
Rabapordany
Rabasebes
Rébaszentandras
Rabaszentmihaly
Réabaszentmiklos
Rabatamasi
Rabattttos
Rabcakapi
Racalmas
Rackeresztlr
Rackeve

Rad

Radfalva
Radockolked
Radostyan
Ragaly

Rajka

Rakaca
Rakacaszend
Rakamaz
Rakoczibanya
Rakoczibanya
Rakoczifalva
Rakaocziujfalu
Raksi
Ramocsa
Ramocsahaza

Rapolt
Raposka
Rasonysapberencs
Ratka

Rato6t

Ravazd

Recsk

Réde

Rédics

Regéc
Regenye
Regoly

Rém
Remetes#os
Remetes#l6s
Répashuta
Répcelak
Répceszemere
Répceszentgyorgy
Répcevis
Resznek
Rétalap
Rétkdzberencs
Rétsag
Révfulop
Révleanyvar
Rezi

Ricse

Rigacs

Rigyac

Rimoc
Rinyabeseny
Rinyakovacsi
Rinyaszentkiraly
Rinyaujlak
Rinyaujnép
Rohod
Romand
Romhany
Romonya
Rozsafa
Rozsaly
Ro6zsaszentmarton
Rojtokmuzsaj
Ronok

Roszke
Rudabanya
Rudolftelep
Rum

Ruzsa
Sagujfalu
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Sagvar
Sajobabony
Sajoecseg
Sajogalgoc
Sajohidveg
Sajoivanka
Sajokapolna
Sajokaza
Sajokeresztar
Saj6lad
Sajolaszlofalva
Sajomercse
Sajonémeti
Sajooros
Sajopalfala
Sajopetri
Sajopuspoki
Sajosenye
Sajoszoged
Sajovamos
Sajovelezd
Sajtoskal
Salféld
Salkéveskut
Salomvar
Saly

Samod
Sa&msonhaza
Sand
Sandorfalva
Santos

Sap

Sarand
Sarazsadany
Sarbogard
Saregres
Sérfimizdo
Sarhida
Sarisap
Sarkad
Sarkadkeresztar
Sarkeresztes
Séarkeresztur
Sarkeszi
Sarmellék
Sarok
Sérosd
Sarospatak
Sérpilis
Sarrétudvari
Sarrod
Sarszentagota

Sarszendrinc
Séarszentmihaly
Sarud

Sésd

Saska

Séta
Satorhely
Savoly

Sé

Segesd

Sellye

Selyeb
Semjén
Semjénhaza
Sénye

Sény
Seregélyes
Serényfalva
Sérseks#os
Sikator
Siklésbodony
Siklésnagyfalu
Sima

Simasag
Simonfa
Simontornya
Sidagard
Siojut

Sirok

Sitke

Sobor
Sokoropatka
Solt
Soltszentimre
Soltvadkert
Soly

Solymar

Som
Somberek
Somléjerd
Somldsslos
Somlévasarhely
Somldvecse
Somodor
Somogyacsa
Somogyapati
Somogyaracs
Somogyaszalo
Somogybabod
Somogybukkésd
Somogycsicso
Somogydorocske

Somogyegres
Somogyfajsz
Somogygeszti
Somogyharsagy
Somogyhatvan
Somogyjad
Somogymeggyes
Somogysamson
Somogysard
Somogysimonyi
Somogyszentpal
Somogyszil
Somogyszob
Somogytur
Somogyudvarhely
Somogyvamos
Somogyvar
Somogyviszlo
Somogyzsitfa
Sonkéad
Soponya
Sopronhorpacs
Sopronkdvesd
Sopronnémeti
Sorkifalud
Sorkikapolna
Sormas
Sorokpolany
Soshartyan
Soskat
Sostofalva
Sosvertike
Sotony

Sojtor

Sopte

Soréd

Sukoré

Sumony

Sar

Surd

Sukosd

Sulysap

Stimeg
Simegcsehi
SUmegpraga
Sut6
Szabadbattyan
Szabadegyhaza
Szabadhidvég
Szabadi
Szabadkigyos
Szabadszallas

Szabadszentkiraly
Szabas
Szabolcs
Szabolcsbaka
Szabolcsveresmart
Szada

Szagy

Szajk

Szajla

Szajol
Szakacsi
Szakadat
Szakald
Szakaly
Szakcs
Szakmar
Szaknyer
Szakoly
Szakony
Szakonyfalu
Szakszend
Szalab
Szalanta
Szalapa
Szalaszend
Szalatnak
Szalka
Szalkszentmarton
Szalmatercs
Szalonna
Szamosangyalos
Szamosbecs
Szamoskér
Szamossalyi
Szamosszeg
Szamostatarfalva
Szamosujlak
Szanda
Szank
Szantdd
Szany

Szapar
Szaporca
Szar

Széarasz
Szarazd
Szarfold
Szarliget
Szarvas
Szarvasgede
Szarvaskend
Szarvask
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Szarvask
Szaszberek
Szaszfa
Szaszvar
Szatmarcseke
Szatok

Szatta
Szatymaz
Szava
Szebény
Szécsénke
Szécsény
Szeécseényfelfalu
Szécsisziget
Szederkény
Szedres
Szegerd
Szeghalom
Szeqi
Szegilong
Szegvar
Székely
Székelyszabar
Székkutas
Szeleste
Szelevény
Szelb
Szemely
Szemenye
Szemere
Szendehely
Szendb
Szendéblad
Szenna
Szenta
Szentantalfa
Szentbalazs
Szentbékkalla
Szentborbas
Szentdénes
Szentdomonkos
Szente
Szentegat
Szentes
Szentgél
Szentgaloskeér
Szentgotthard
Szentgyorgyvar
Szentgyorgyvolgy
Szentimrefalva
Szentistvan

Szentistvanbaksa
Szentjakabfa
Szentkatalin
Szentkiraly
Szentkiralyszabadja
Szentkozmadombja
SzentlaszIlo
Szentliszlé
Szentbrinc
Szentbrinckata
Szentmargitfalva
Szentmartonkéata
Szentpéterfa
Szentpéterfolde
Szentpéterszeg
Szentpéterar
Szenyeér
Szepetnek
Szerecseny
Szeremle
Szerep
Szergény
Szigetbecse
Szigetcsép
Szigetmonostor
Szigetszentmarton
Szigetujfalu
Szigliget
Szihalom
Szijartbhaza
Sziksz0

Szil

Szilagy
Szilaspogony
Szilsarkany
Szilvagy

Szilvas
Szilvasvéarad
Szilvasszentmarton
Szin

Szinpetri

Szirdk
Szirmabeserty
Szob

Szokolya

Szolad

Szomaod
Szomolya
Szomor
Szorgalmatos
Szorgalmatos

Szorosad
S@c

Szce

Szd
Szdliget
Szogliget
Szke
Sz5kéd
Szkedencs
Swlésardo
Sl6sgyorok
Szo6rény
Szucs
Szuha
Szuhab
Szuhakallo
Szuhogy
Szuliman
Szulok
Szurdokpuspoki
SZicsi

Szigy

SAir

Tab

Tabajd

Tabdi
Taborfalva
Tac

Tagyon
Tahitotfalu
Takacsi
Takos
Taksony
Taktabaj
Taktaharkany
Taktakenéz
Taktaszada
Taliandorégd
Téllya
Tamasi
Tanakajd
Tap
Téapidbicske
Tapidgyorgye
Tapidsag
Tapidszeas
Téapidszele
Tapidszentmarton
Tapiésblos
Taplanszentkereszt
Tapsony

Tapszentmiklos
Tar

Tarany

Tarcal

Tard

Tardona
Tardos
Tarhos

Tarjan
Tarjanpuszta
Tarkany
Tarnabod
Tarnalelesz
Tarnaméra
Tarnadrs
Tarnaszentmaria
Tarnaszentmikl6s
Tarnazsadany
Tarnok
Tarnokréti
Tarpa

Tarrés

Taska

Tass

Taszar

Tat

Tatahaza
Tatarszentgyorgy
Tazlar

Téglas

Tékes
Teklafalu
Telekes
Telekgerendéas
Teleki

Telki
Telkibanya
Tengelic
Tengeri
Tenghd

Tenk

Tény

Tépe

Terem

Terény
Tereske
Teresztenye
Terpes

Tés

Tésa

Tésenfa
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Téseny
Teskand

Tét

Tetétlen

Tevel
Tibolddardc
Tiborszallas
Tihany

Tikos

Tilaj

Timar

Tinnye
Tiszaadony
Tiszaalpar
Tiszababolna
Tiszabecs
Tiszabercel
Tiszabezdéd
Tiszal®
Tiszabura
Tiszacsécse
Tiszacsege
Tiszacsermely
Tiszadada
Tiszaderzs
Tiszadob
Tiszadorogma
Tiszaeszlar
Tiszafured
Tiszagyenda
Tiszagyulahaza
Tiszaigar
Tiszainoka
Tiszajerd
Tiszakanyar
Tiszakarad
Tiszakécske
Tiszakerecseny
Tiszakeszi
Tiszakorod
Tiszaklrt
Tiszaladany
Tiszalok
Tiszaluc
Tiszamogyorés
Tiszanagyfalu
Tiszanana
Tiszadrs
Tiszapalkonya
Tiszapuspoki
Tiszarad
Tiszaroff

Tiszasas
Tiszasuly
Tiszaszalka
Tiszaszentimre
Tiszaszentmarton
Tiszasziget
TiszasBlos
Tiszasdlos
Tiszatardos
Tiszatarjan
Tiszatelek
Tiszateny
Tiszaug
Tiszavalk
Tiszavarkony
Tiszavasvari
Tiszavid
Tisztaberek
Tivadar
Tbalmas

Tofalu

Tofej

Tofi

Tokaj

Tokod
Tokodaltaro
Tokorcs
Tolcsva

Told

Tolmacs
Tolnanémedi
Tomajmonostora
Tomor

Tompa
Tompaladony
Tordas
Tormafolde
Tormas
Tormasliget
Tornabarakony
Tornakapolna
Tornanadaska
Tornaszentandras
Tornaszentjakab
Tornyiszentmiklés
Tornyosnémeti
Tornyospaélca
Torony

Torvaj

Tbszeg
Totkomlos
Tétszentgyorgy

Tétszentmarton
Tétszerdahely
Tétujfalu
Tétvazsony
Tok

Tokol
Toltéstava
Tomord
TOomorkény
Torokkoppany
Tortel
Tottos

Trizs
Tunyogmatolcs
Tura
TUristvandi
Tuarkeve
Tarony
Tdrricse
Tuzsér
Turje
Tuskevar
Tyukod
Udvar
Udvari

Ugod
Ujbarok
Ujcsanalos
Ujdombrad
Ujfehérnto
Ujhartyan
Ujiraz

Ujireg
Ujkenéz
Ujkér
Ujkigyds
Ujlengyel
Ujléta

Ujl érincfalva
Ujpetre
Ujréna
Ujsolt
Ujszalonta
Ujszasz
Ujszentivan
Ujszentmargita
Ujszilvas
Ujtelek
Ujtikos
Ujudvar
Ujvarfalva
Ukk

Und

Uny

Uppony

Ura
Uraitjfalu
Urhida

Uri

Urkat

Uszka
Uszod

Uzsa

Ullés

Urém
Vacduka
Vacegres
Vachartyan
Vackisujfalu
Vacratot
Vacszentlaszlo
Vadna
Vadosfa
Vag
Vagashuta
Vaja
Vajdacska
Vajszlo
Vajta

Val

Valko
Valkonya
Vallaj

Vallus
Vamosatya
Vamoscsalad
Vamosgyork
Vamosmikola
Vamosoroszi
Vamospércs
Vamosujfalu
Vamosszabadi
Vancsod
Vanyarc
Vanyola
Varad
Varalja
Varaszl6
Varasz6
Varbalog
Varb6
Varbéc
Varda
Vardomb
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Varfolde
Varga
Vargesztes
Varkes®
Varong
Varosfold
Véarosbd
Varsad
Varsany
Varvolgy
Vasad
Vasalja
Vasarosbéc
Vasarosdombd
Véasarosfalu
Vasarosmiske
Vasarosnameny
Vasasszonyfa
Vasboldogasszony
Vasegerszeg
Vashosszufalu
Vaskeresztes
Vaskut
Vasmegyer
Vaspor
Vassurany
Vasszécseny
Vasszentmihaly
Vasvar
Vaszar
Vaszoly
Vasszilvagy
Vat

Vatta
Véazsnok
Vécs
Végegyhaza
Vejti

Veékeény
Vekerd

Velem
Velemér
Velence
Velény
Véménd
Vének

Vép

Vereb

Veréce
Verpelét
Verseg

Versend
Vértesacsa
Vértesboglar
Vérteskethely
Vértessomlo
Vértestolna
Vértessalos
Vése
Veszkény
Veszprémfajsz
Veszprémgalsa
Veszprémvarsany
VészH
Vezseny

Vid
Vigantpetend
Villany
VillAnykovesd
Vilmany
Vilonya
Vilyvitany
Vinar
Vindornyafok
Vindornyalak
Vindornyasslés
Visegrad
Visnye
Visonta

Viss

Visz

Viszak

Viszld
Visznek
Vitnyéd
Vizvéar
Vizslas
Vizsoly
Vokany
Vonyarcvashegy
Vockond
Volcsej
Vonock
Vorostd

Vors

Zabar

Zador
Zadorfalva
Zagyvarékas
Zagyvaszanto
Zahony

Zajk

Zajta

Zakany
Zakanyfalu
Zakanyfalu
Zakanyszék
Zala
Zalaapati
Zalabaksa
Zalabér
Zalaboldogfa
Zalacsany
Zalacséb
Zalaerdd
Zalagyomob
Zalahalap
Zalahashagy
Zalaigrice
Zalaistvand
Zalakaros
Zalakomar
Zalakoveskut
Zalaloww
Zalameggyes
Zalamerenye
Zalasarszeg
Zalaszabar
Zalaszanto
Zalaszegvar
Zalaszentbalazs
Zalaszentgrot

Zalaszentgyorgy

Zalaszentivan
Zalaszentjakab
Zalaszentlaszlo
Zalaszentirinc

Zalaszentmarton
Zalaszentmihdly

Zalaszombatfa
Zalata
Zalatarnok
Zalaujlak
Zalavar
Zalavég
Zalkod
Zamardi
Zamoly
Zanka
Zarank
Zavod
Zebecke
Zebegény

Zemplénagard
Zengbvarkony
Zichyujfalu
Zics

Ziliz

Zimany

Zirc

Zbk

Zomba
Zubogy
Zsadany
Zséka
Zsambék
Zsambok
Zsana
Zsarolyan
Zsebehaza
Zsédeny
Zselickisfalud
Zselickislak
Zselicszentpal
Zsennye
Zsira

Zsombo
Zsujta

Zsurk
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VIII.5 Handicraft ActivitiesEligiblefor Support under the

ARDOP

The basis for classification is Act No. XVI (199d) economic chambers (amended by
Act No. CXXI (1999) on economic chambers, keepimg ¢riginal 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

VIl. 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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VIIl.6 TIMETABLE FOR THEIMPLEMENTATION OF THE LEADER+ MEASURE

Activity

No. of
activity*

2" half of
2004

15 half of
2005

2"% half of
2005

2006-2008

Comprehensive preparatory programme for all comtyu
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 iamaglementation.

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 laaetion groups
selected in the first round.

.and 2.

Preparation at local action group level for thetrgne-selection in
2005.

.and 2.

Pre-selection of second round of local groups.

ndl. 2

Preparation of local action groups pre-selecteth@second roun
at local action group level on programming, pahgr and
implementation.

i 1.

and 2.

Preparation of strategies of the action groupsspieeted in the
second round, submission for implementation; firsglection;
transfer of knowledge in the form of trainings aipdactical
counselling.

.and 2.

Implementation of the approved strategies of laaetion groups

selected in the second round.

.and 2.

*activities 3. and 4. are on-going activities

250



VIIL.7 MINIMUM REQUIREMENTSOF THE PROTECTION
OF ENVIRONMENT, HYGIENE AND ANIMAL
WELFARE

There are three separated areas of EU-legislatibere minimum standards are applicable:
environment, hygiene and animal welfare.

Regarding agricultural activities the two main a@reae the soil and water protection against
overloading of manure-originated pollution, andnaali protection.

According to Articles 1, 3, 4(2) and 28(2) of ECdgr&ation No. 817/2004 the period of grace
which the Member States may grant in which to cgmpth newly introduced standards may

not exceed thirty-six months from date on which st@ndard becomes mandatory for the
farmer. This means that in some cases the date thleeiarmer had to finish his investement
is 1 June 2005, but there are many types of tmd kif investments, which will have to be

finished between 2008 and 2013.

For young farmers a period not exceeding five yeaag be allowed after starting up in order
to meet the requirements relating to minimum stesmlaegarding the environment, hygiene
and animal welfare, if the young farmer needs #@pesf adaptation in which to start up or to
restructure the holding.

In the case of hygiena number of regulation are already applicable @hatory), in most
cases the period of grace is not relevant, theg lieen 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 199hamning the protection of waters
against pollution caused by nitrates from agricaltitsources. The national legislation of
Hungarian Government Decree 49/2001 (IV.3.), c@oeding to Council Directive
91/676/EEC and the Action Plan as Annex 1 of ther®e introduced it into the national
practice.

Government Regulation 2070/2001 (1V.10.) on neagssetivities required for the protection
of waters against pollution caused by nitrates fragnicultural sources and Government
Decree 33/2000. (l11.17.) on the protection of grdwater against pollution caused by certain
dangerous substances, which corresponds to CobDireictive 80/68/EEC also emphasises
the importance of this field.

The farmers, depending on the place of farmingvigtinitrate-vulnerable zones) and the
size of the farm have to fulfil the requirementgargling manure-placement and storage in
different dates. At first, the bigger livestockldts operating in nitrate-vulnerable zones are
forced to comply with the requirements.

Basic legislation of animal protectiowithin the EU is differentiated by animal species.
Council Directive 1998/58/EC concerning the pratatbf animals kept for farming purposes
is a general legistlation about animal species. X&WVIll of 1998 on the protection of
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animals and MARD Decree 32/1999. (lll. 31.) on sukeeping of agricultural animals and
MARD Decree 20/2002. (lll. 14.) amending MARD Deergd2/1999. (lll. 31.) ensure the
implementation of animal protecting legislatiorHangary.

The main fields of animal protection over the gaherinciples are the following:

%+ Compliance with provisions concerning floors,

X/

« Compliance with provisions concerning micro-climate

X/

s Compliance with provisions concerning the safetgmifnal husbandry sites,

X/

+«» Compliance with provisions concerning space requenss,

X/

« Compliance with provisions concerning keeping asdtiering technology.

The detailed requirements can be read in the abueationed acts and regulations.
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Table 1: Minimum requirementsto be respected according to the Hungarian legislation

Link between Short
Date from the explanation

Cont_ent (_)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 waterCouncil Directive Act LIl of 1995 on the general

against
from nitrates

pollution91/676/EEC

rules of environmenta

protection

49/2001 (IV.3) Government
Decree on the protection of
water against nitrate pollution
of agricultural origin

al 16 July 2004

03 May 2001

Assistance for
Investments in
Agriculture

Setting up o
young farmers

Designation of
nitrate sensitive
areas, measures
to be taken to

lessen the nitrate
f content of waters

D

D

Protection of waterCouncil Directive
against pollution76/464/EEC of 4 Ma
caused by certall976

dangerous substanc

eS

203/2001(X.26.) Governme
yDecree on certain rules of t
protection of the quality ¢
surface waters

nt

he

f 01 January
2003

Assistance for
Investments in
Agriculture

Setting up o
young farmers

General rules
concerning the
protection of
waters, duties of
the emissioner
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Link between Short
Date from the explanation
Cont_ent (_)f the EU legislation National Legislation which the_: requirements | summing up the
legislation standard is and the main
applicable relevant requirements of
measures standard
Protection of Directive 80/68/EEC | 33/2000 (lIl.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. onh 01 January |S€tting up of
the quality protection af 1996 young farmers

surface water

management

Framework for
Community action in
the field of water

policy

Directive 2000/60/E(
of the Europea
Parliament and of th
Council of 23 Octobe

N
e
r

Act LVIlI of 1995 on water

2000

D— )

=
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Link between Short
Date from the explanation
Cont_ent (_)f the EU legislation National Legislation which the_: requirements | summing up the
legislation standard is and the main
applicable relevant requirements of
measures standard
Requirements with | 1980/68/EEC Government Decree No General rules of
regards to the 1984/360/EEC 21/2001. (I1.14.) regarding 01 July 2001 | Assistance for| protecting the
protection of 1991/692/EEC certain regulation about the Investments in atmosphere,
atmosphere 1996/61/EC protection of atmosphere Agriculture | comtrolling the
1996/62/EC _ level og air
1997/101/EC Setting  up  of pollution

young farmers

Protection of water
against pollution
from nitrates

Council Directive
91/67/EEC

Act LIl of 1995 on the geners:
rules of environmenta
protection

49/2001 (IV.3) Government
Decree on the protection of
water against nitrate pollution
of agricultural origin

al 16 July 2004
l

03 May 2001

Assistance for
Investments in
Agriculture

Setting up of
young farmers

General rules
concerning the
protection of
waters, duties of
the emissioner

256



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 LIII of 1996 on nature01l January 1997 _ General rules
habitats and of wind conservation Assistance fQF 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
the implementation of Act LV

1996 on gameOl1l March 1997
management and

MO1 March 1997
n

Agriculture

of
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Conservation of wilg
birds

IDirective 79/409/EEC

1996 on game preservatidg
management and hunting

Government Decree N
139/1999. (1X.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 0
Environment and Region
Development No. 73/1997.

28.) FM-KTM on fish species a
aguatic animals that cannot |
caught as well as on seasol

fishing bans by fish specie

modified by Decree

Decree No. 13/2001. (V. 9.) Ka
of the Minister of Environment ¢
protected and strictly protectg
plant and animal species, stric
protected caves as well as on
plant and animal species
Community importance

n,

o
le 11 September
nd 1999

D8.

d 11 April 1998
d
Df

Df
f
aP8 October 1997
X.
nd
e
nal
lS’

M

n 17 May 2001
2d

[ly
the
of

4

Setting up
young farmers

of

General rule
concerning natur
conservation
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Link between

Short

. the explanation
Date from which . .
Content of the o . . requirements | summing up
o EU legislation National Legislation the standards .
legislation . and the relevant|  the main
are applicable ;
measures requirements
of standard
Placing of plant Council Directive Ministerial Decree 6/2001 (1.16.) Assistance  forGeneral rules @

protection products on

91/414/EEC of 15 July

FVM on the use, placing on ti

n81 February 200

lInvestments

i

nmarketing anc

=

the market 1991 market and packaging of plant Agriculture packaging o
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  imagricultural
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 Juneg
1985 on the assessmer
of the effects of certain
public and private
projects on the

Government Decree 20/2001
'environment impact assessme

on
nt 14 April 2001

environment

Setting up
young farmers

(0]

Rules of impac

fassesment

t
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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 Directivd Act XCI. 1995 on animal health 01 July 1996 | Improvement pAnimal health
affecting intra- 64/433/EEC processing angequirements,
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

18

Assistance  foranimal waste
Investments in

Agriculture

Setting up of
young farmers

management q
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Link between the Short
Date from requirements and | explanation
Content of the o . . which the the relevant summing up
legislation EU legislation National Legislation standards are measures the main
g
applicable requirements
of standard
Health problems Council Directive Joint Ministerial Decree 13 November |Improvement ofRequirements
affecting intra- 64/433/EEC 100/2002 of the Ministry qof 2002 processing angtoncerning
Community trade in | 91/497/EEC Agriculture and Rural marketing of meat,
fresh meat to extend it| 92/5/EEC Development on  hygiene agricultural productsrequirements
to the production and circumstance of production and concerning
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 healtif€ouncil Directive ;?:::2?5 up of youngd\ig:;erisngfri?ne
rules 64/432/EEC
ey Decree No 41/1997 (V.28.) FM 01 July 1997 General rules
80/215/EEC of the Mlnlster of Agrlculture of an_lmal
80/217/EEC on the issue of animal health keepmg
82/894/EEC rules (bundlngs,_
food, grazing),
85/511/EEC duties of
88/146/EEC keeper,
marketing of
live animals
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Link between Short
the explanation

Date from which . )
requirements summing up

Content of the

. EU legislation National Legislation the standards are .
legislation . and the relevant the main
applicable i
measures requirements
of standard
Requirements for tWe';ounciI Directive Joint Ministerial Decree 77/2002.31 August 2002 | Improvement d&eneral rules
production and placing@4/65/EC (VI.23.) FVM-EszCsM on the processing angf the
on the market df 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  in
Agriculture

Setting up of
young farmers

Egg products

Hygiene and healttCouncil Directive Ministerial Decree  23/2002. 1 May 2004 |Improvement oLC):onditions of
problems affecting the89/437/EEC (IV.5.) FVM on the food hygiene processing angdoroducing eggs,
production and placing conditions of the production and marketing of duties of the
on the market of eqg placing on the market of egg agricultural operator,
products products products requirements of

imported eggs
Specific public healthCouncil DecisionJoint Ministerial Decree 90/2003. 15 August 2003 | Improvement ofRules on
conditions  for  the94/371/EC (VIL.30.) FVM-EszCsM on the processing andnarketing egg
placing on the market food hygiene conditions of the marketing of products, order
of certain types of eggs production and placing on the agricultural of hygiene

market of food products products controls
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Link between

Short

Date from the explanation
Cont_ent (_)f the EU legislation National Legislation which the requirements | summing up
legislation 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 for97/38/EC (IV.5.) FVM on the food hygienge processing andnarketing egg
imports of egg product conditions of the production and marketing of products, order
for human consumption placing on the market of egg agricultural of hygiene
products products controls
Joint Ministerial Decree 90/2003.15 August 2003
(VI.30.) FVM-EszCsM on the
food hygiene conditions of the
production and placing on the
market of food products
Game meat products
Public health angdCouncil Directive Ministerial Decree 23/2002. (IV.5.)) 1 May 2004 |Improvement ofRules on
animal health91/495/EEC FVM on the food hygiene processing angdnarketing egg
problems affecting th conditions of the production and marketing of products, order
production and placin placing on the market of egg agricultural of hygiene
on the market of rabbiit products products controls
meat and farmed game
meat Joint Ministerial Decree 90/200315 August 2003

Public  health

and Council

Directi

€V11.30.) FVM-EszCsM on the foo

d

263



animal health
problems relating t
the killing of wild
game and placing ¢
the market of wilg
game meat

192/45/EEC

n

hygiene  conditions of the

production and placing on the

market of food products

Ministerial Decree 9/2002. (1.23
FVM on the killing of wild ang

01 January 2004

farmed game, inspection and

marketing of game meat and f{
inspection of domestic rabbit mea

he
t.

\>.>
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Link between Short
Date from which _the explanatlon
Content of the legislation National Legislation the standards are requirements |- summing up
legislation EU legisla 9 . and the relevant|  the main
applicable ;
measures requirements
of standard
Milk products
Health rules for theCouncil Directive Joint Ministerial Decree 1/2008.16 January 2003 Improvement |&equirements
production and placing2/46/EEC (1.8.) MARD-Ministry for social processing anf producing
on the market of rayw 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 Directive Decree No 27/1998. (IV.22) FM 30 April 1998 |Improvement OL
than colours anm®5/2/EC of the Minister of Agriculture on processing an
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 Hungaris
Food Codex 1-2-95/2 on foc

additives other than colours and

sweeteners is going to enter i

2
in 01 May 2004
nd

nto

force on 01/05/2004.
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Joint Ministerial Decree 1/1996

(.9) FM-NM-IKM on the

execution of the Act XC of 1995 09 January 1999
on foodstuffs (Food Act)
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Link between Short
Date from the explanation
Content of the EU leqislation National Ledislation 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. (111.31. ;(A\Eetngraldi ,IASS|s't[ancet fc.*StabIe floors
Council Directive Article 8, paragraph (4) 1rJ. : (22)02 :V?S rlrtwen S Mmust be easy to
98/58/EC une gricufture clean with non-
, : _ slip surfaces.
Protection of animalgs ) mission Decision Calves: 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
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Link between Short
Date from the explanation
Cont(_ent (_)f the EU legislation National Legislation which the requirements | summing up the
legislation standards are and the main
applicable relevant requirements of
measures standard
Section 10 of the Annex 0MARD Decree 32/1999. (I11.31. ’General. Assistance fc_>r|t must be
Council Directive Article 6 Art. 6 Invgstments Mensured that
98/58/EC 1 June 2002 Agriculture lighting,
ves: temperature,
ggixteZ. Setting up of |relative
' young farmers | humidity, the
1 June 2002 dust content of
b air and other
environmental
Compliance with Piq: conditions (gas
provisions concerning 1 g 112 concentration or
micro-climate 1.J[m.e 2002 noise levels) do
not reach levels
ina hen: that are harmful
::‘)?)3(;:% en. tﬁ theI animz;ls at
' the place where
1 June 2007 they are kept.
Point 14, 20
1 June 2002
Compliance with * Act XXVIII of 1998, Atrticle General: Assistance fc.)rMust ensure that
provisions concerning 5, paragraph (1) Art. 5(3) 1 JuneInvestments  ify,e onimg) is
’ 2002 Agriculture

the safety of animal

husbandry sites

Calves:

kept so that it
cannot escape
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Section 12 of the
Annex of Council
Directive 98/58/EC

MARD Decree 32/1999.
(111.31.), Article 8, paragraph

(5)

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 the case of
free-range
keeping, animals
must be provide
with an area or
facility where
they can find
shelter against
extreme weathel
conditions,
against predator
and against othe
effects that are
damaging to
their health

S

U)

=
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Link between Short
Date from the explanation
C(l)ntgnt Qf the EU legislation National Legislation which the requirements summing up the
egislation standards are and the main
applicable relevant requirements of
measures standard
iﬁﬁgno]clgg;m; * MARD Decree 32/1999. Ssnzr?g) ﬁ?/sg:?nnecris f(i)rrThe amount of
Directive 98/58/EC Eg;'?’l')’ Article 4, paragraph 1 June 2002 Agriculture fé) zia:]c;\/z?(l]ll(ag?ted
Council Directive Calves: _ anim_als mus_t be
91/629/EEC laying Point 2'0 20 Setting up of consistent with
down minimum P young farmers |the species,
standards forthe | MARD Decree 20/2002 1 June 2007 variety, age and
protection of calves, (111.24.), Annex 1, section (20 Pig: sex of the
its amendment, Plc?iﬁt 121 animals
Council Directive 1 May é0.0é,l concer_ned and
Compliance with 97/2/EC, and the animals must
provisions goncerning Commission Decisior Point 2.1 2.1.1 have access to
space requirements 97/182/EC, 36 e ]Ehedr_estlndg,. y
' eeding, drinking
Council Directive 1 June 2002 and manuring
91/630/EEC laying , places
down minimum Tozlnltol.Z.Z,
standards for the l.Jl'Jne 2013 Spage
protection of pigs, its|s  MARD Decree 20/2002 requirements of
amendment, Council | (Ill.14.), Annex 1, section (22) pini 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 keptin
individual boxes
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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
(111.14.), Annex 2, sections
(1.2.1.), (2.1.2)), (4.2)

MARD Decree 20/2002
(111.14.), 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 of

10 nt

Space
requirements of
sows about to
litter kept in
enclosed litter
pens

o

Laying hens kep
in an alternative
system, one nes
should be
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occupied by up
to seven hens, 0
in case of group
nests, a
maximum of 120
hens should
occupy one mof
nest space.

=

In improved
battery cages,
each hen should
have at least 75(
cn? of cage area
of which 600
cn? should be
usable.

=4
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Link between

Short

. the explanation
Date from which . .
Content of the o . . requirements | summing up the
o 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_&3”??5 ) ﬁ]ise'ztinecrisf%Animals shoulda
16, 17 and 18 of the (l11.31.), Article 3, section (c) 1\]. e 20’02 Aaricultur be fed, watere
Annex of Counci une griculture 1 and cared for |
Directive 98/58/EC Calves: accordance wit
Pgixtesiz 13 14 Setting up oftheir species
15 ' ' 'young farmers variety, age
development,
1 June 2002 adaptive ability
Pig: degree 0
4 domestication
Point 1.2.7, 1.2.8, - SO
Compliance with 1.15, 1.16, 1.17, physiological
provisions concerning 6.2, 6.3, status an
keeping and foddering 1 June 2002 ethological
technology requirements
Laying hen: With some
- MARD Decree 32/19995)OInt 6.1,6.2 81 excep:ions,
(1.31.), Article 4, paragrap animails may
2) hlJanuary 2007 only be giver
_ fodder that
Point 9.7, 9.8, 186, according to th
17\] 10-22’010%3’ present level o
une

scientific

> O

D

—
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knowledge, doe
not have F:
detrimental

effect on thei

e« MARD Decree 32/1999. welfare.

111.31.), Article 4, _
El) ) Article paragrap Foddering and

watering
equipment must
be installed
assembled,

placed, operated
and maintained
SO0 as to comply
with detailed
provisions

[l 2]

=

General: Assistance forEIectrical

* Section 13 of the » MARD Decree 32/1999. ,
Art. 7 (2-3), Art. 8| Investments 'nequipment used

Annex of Council (I.31.), Article 7, paragraph | . .
Directive 98/58/EC (2) (11 Ji)ﬁe(sz)ooz Agriculture around animals
f must be safe.

Setting up of | Shock protection
Annex No. 1 (11): .
Technological 14 May 2004( ) young farmers must be provide
developments for.

?escsr?rfé?éed with site + MARD Decree 32/1999. | Art. 1 (4): Technical
gy (11.31.), Article 7, paragraph |1 January 2005 equipment used

 Section 13 of the 2) in the course of
Annex of Council Calves: animal

Directive 98/58/EC P0|nt 5,9,18,24 husbandry must

1 June 2002 be checked at
least once a day

S
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Sections 8 and 9 of th
Annex of Council
Directive 98/58/EC

IS

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

D
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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.
(111.24.) Article 7, paragraph
(3) (under amendment)

1 June 2002

they may not b
made of
materials
hazardous to the
health of
animals.

(4%

In stables with
artificial
ventilation, a
supplementary,
back-up system
must be put in
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
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malfunction
alarm system.

Directives referred to
points l/al-5 and Il/al-f3

National legislation referred to
points 1/1-5 and 1l/al-f3

Assistance fo
Investments if
Agriculture

Setting up of
young farmers

1

r

Complex
reconstruction in
order to meet all
the standard
conditions and
technologies
referred to in
sub-measure /1t
5 and Ill/al-f3
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Link between Short
Date from the explanation
C(I)ntgnt qf 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 Directive 26/2002 (IV.13.) Decree of Improvement |[General rules (¢
at the time of slaughter1993/119/EC MARD on the amendment of of processindanimal protectiol
and killing Ministerial Decree 9/1999 (1.27.) and narketing| concerning
FVM on the regulation of animal 28 April 2002 |of agricultural slaughter an
protection concerning slaughter products killing
and killing
Transport
Protection of animalgCouncil Directive 87/2003 (VII.24.) Decree of Improvement | Rules of the
during transport 1991/628/EC MARD on the animal hygiene of processind hygiene and
rules of the circulation and 1 May 2004 and marketind animal welfare
transportation of animals of agricultural requirements of
products animals during
transport
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Link between Short
Date from which _the explanatlon
Content of the o . . requirements | summing up
o EU legislation National Legislation the standards .
legislation . and the relevant|  the main
are applicable ;
measures requirements
of standard
Fisheries
Health conditions forCouncil Directive Ministerial  Decree  40/2002 Structural General rules @

the production and th
placing on the marke
of fishery products

®1/493/EEC as amend
2by Directive 95/71

o(/.14.) FVM on the hygien
conditions of the production at
the placing on the market

Common marketin
standards for certa
fishery products

OCouncil Regulation (EC
12406/96

¥ishery products

Joint Ministerial Decree 90/20(

1(VI.30.) FVM-EszCsM on th¢
jfood hygiene conditions of th
sproduction and placing on tt
rmarket of food products

L

Marketing  standardsCouncil Regulatior
and consumers’104/2000 an
information aboutimplementing rule
fishery and aquacultureegulation (Commissio
products. regulation) n° 2065/2001
Animal health Council Directive 91/67

conditions  governing

the placing on the

market of aquacultur
animals and products

(S

e
nd 22 May 2002
of

D3

D

e
nel5 August 2003

assistance for th
fisheries sector

production ang
marketing  Of
fishery product$

-4
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Minimum hygieng Council Directive
rules applicable tp92/48/EEC

fishery products caught

on board on certain

vessels
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Table 2. 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 legisation National legislation 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 1976 203/2001(X.26.) Government Decree on 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 water

Council Directive 64/432/EEC
71/118/EEC

77/99/EEC

80/215/EEC

80/217/EEC

82/894/EEC

85/511/EEC

88/146/EEC

Joint Ministerial Decree 100/2002 of the
Ministry of Agriculture and Rural
Development on hygiene circumstance g

meat

—n

production and placing on the market of fresh

13 November 2005

Council Directive 94/65/EC

Joint Ministerial Decréé/2002. (VI111.23.)

the production and placing on the market

FVM-EszCsM on the hygiene conditions of

of

minced meat and (spiced) meat preparations

31 August 2005

Council Directive 89/437/EEC Council
Directive 91/495/EEC Council Directive
92/45/EEC

Ministerial Decree 23/2002. (IV.5.) FVM o

and placing on the market of egg produc

-

the food hygiene conditions of the production
[S

1 May 2007

Council Directive 89/437/EEC Council
Directive 91/495/EEC Council Directive
92/45/EEC

Joint Ministerial Decree 90/2003. (VI11.30.
FVM-EszCsM on the food hygiene conditig

of food products

of the production and placing on the market

ns

15 August 2006

Council Directive 89/437/EEC Council

Ministerial @ee 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 and

the inspection of domestic rabbit meat.

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

16 January 2006

ng
for
d

Council Directive 98/58/EC

MARD Decree 32/19991.41.), Article 8,
paragraph (4)

1 June 2005, calves 14 May 2007, laying
1 January 2010
point 1.2.3: 1 January 2016

nen

Council Directive 98/58/EC

MARD Decree 32/19991.31.), Article 6

1 June 2005, laying hen 1 Jun&®0

Council Directive 98/58/EC

MARD Decree 32/19991.41.), 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

Council Directive 98/58/EC

MARD Decree 32/19991.81.), Article 3,
section (c)

1 June 2005, laying hen 1 January 201(

Council Directive 98/58/EC

MARD Decree 32/19991.31.), Article 4,
paragraph (2)

1 June 2005, laying hen 1 January 201(

Council Directive 98/58/EC

MARD Decree 32/19991.81.), Article 4,
paragraph (1)

1 June 2005, laying hen 1 January 201(

Council Directive 98/58/EC

MARD Decree 32/19991.81.), Article 7,
paragraph (1)

1 June 2005, laying hen 1 January 2006

Council Directive 98/58/EC

MARD Decree 32/19991.81.), Article 8,
paragraph (1)

Council Directive 98/58/EC

MARD Decree 32/19991.81.), Article 8,

1 June 2005
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paragraph (3)

Council Directive 93/119/EC 26/2002 (1V.13.) Dec#eMARD on the 28 April 2005
amendment of Ministerial Decree 9/1999
(1.27.) FVM on the regulation of animal

protection concerning slaughter and killin

[(®]

Council Directive 91/628/EC 87/2003 (VII.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 kvlinisterial 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 (VII1.30. 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 problemsinvolved in complying with these standards
(Council Reg. 817/2004, Annex I1, point 9. 3. 1. B, 9.3. IX. B)

Investment: A period of grace is granted to the farmers, in order to alow 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 preparation were the investment supports within the ARDOP and the NRDP. In the three year period of grace the farmers can apply 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 for applying the new EU standards for hygiene and environment. Most of the new requirements must have been met by the
accession, however some has remained, therefore alonger period of preparation and financial assistance through the ARDOP had to be provided
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VIII.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, 33
Basic level (semi-skilled worker training) 21

OKJ: National List of Vocational Qualifications

VII.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 MARD
regulation (95/1999 (X1.5.) FVM on the RegisterAgricultural Advisors), which contains
the procedures and criteria to be selected asisteegd advisor.

The main selection criteria for the advisors aesftilowing:

» Applications to the Register can be submitted kynah persons

a.

b.

who do not pursue any commercial and/or agent itieBv related to
agricultural economy and prove this in the fornaafeclaration, furthermore,
who are in possession of a degree proving the foqpaion gained in higher
education, in the profession fields listed in thewe legislation, 3 § (1) (e.qg.:
arable crop production, animal husbandry, hortizelt veterinary medicine
and animal hygiene, plant protection, environmentahagement, agricultural
economics and farm management, ecological farmuogrient management
and soil conservation),

who have minimum five years of experience in thecggdization of choice
pursued at the time of application and it is itEitwith the specialization
indicated in the degree both in its name and itk dantent, or who has
agricultural advisory certification gained in agittiral higher education and
three years of experience,

. who have ten years of experience in the speciaizatf choice pursued at the

time of application and it is related to the spkzaion indicated in the degree
in its content,

who possess knowledge of production, technology, &conomy and finance
related to agricultural economy,

who possess police clearance certificate.
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The would-be advisor is allowed to select up t@e¢hspecial professional areas out of the 24
listed in the above MARD regulation. These profesal areas cover farm management,
environmental and public health issy&m.

The young farmer is allowed to select advisors fribns register according to his/or her
special needs. If the young farmer needs more aagadvice, he/she can turn to an advisory
body that employs several registered advisors

The service is provided on the basis of a contnaatle between the young farmer and the
selected advisor(s) or_advisory bodyhe contract is checked and registered by thal loc
authority of MARD. After the young farmer acceptud paid the service he/she can reclaim
a certain part (75%) of the cost as state aid.

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 the advisagvice.

Registered advisors can do their extension actagtyrivate entrepreneurs or in the name of
educational institutions, research institutiongjaleentities, economic associations without
legal entity whose scope of activity is connectedagrriculture excluding those who have
commercial activity and/or act as agents in conaraith agriculture These organizations
or bodies do not need accreditation. They areledtib enter into advisory contract with the
farmers on condition that their employees, who @btwdo the 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 evaldatach year by the Ministry of Agriculture
and Rural Development, and those who do not meetctiieria are cancelled from the
Register._The procedures and the selection crit@mamade public in all possible ways
(newspapers, homepage of the ministry, informasbeets in the county offices of the

Ministry etc.)

VII.10 CLASSIFICATION OF ECONOMIC ACTIVITIES

According to the publication titled “Standard SeatdClassification 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)
01.30 Growing of crops combined with farming ofraals (mixed farming)”
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