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[BUYING AND SELLING REAL ESTATE IN HUNGARY] !

This guide offers an overview of legal aspects of buying and selling real estate in the requisite
jurisdictions. It is meant as an introduction to these marketplaces and does not offer specific
legal advice. This information is not intended to create, and receipt of it does not constitute, an
attorney-client relationship, or its equivalent in the requisite jurisdiction.

Neither the International Lawyers Network or its employees, nor any of the contributing law
firms or their partners or employees accepts any liability for anything contained in this guide or
to any reader who relies on its content. Before concrete actions or decisions are taken, the
reader should seek specific legal advice. The contributing member firms of the International
Lawyers Network can advise in relation to questions regarding this guide in their respective
jurisdictions and look forward to assisting. Please do not, however, share any confidential
information with a member firm without first contacting that firm.

This guide describes the law in force in the requisite jurisdictions at the dates of preparation.
This may be some time ago and the reader should bear in mind that statutes, regulations, and
rules are subject to change. No duty to update information is assumed by the ILN, its member
firms, or the authors of this guide.

The information in this guide may be considered legal advertising.

Each contributing law firm is the owner of the copyright in its contribution. All rights reserved.
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KEY FACTS OF REAL ESTATE ACQUISITIONS UNDER HUNGARIAN LAW

1 Types of real estate transactions

In the Hungarian market, the typical
types of real estate transactions can be
differentiated as follows.

1.1

1.2
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1.4

Transfer of an undeveloped plot of
land

Plots of land are often bought for the
purposes of construction. In this
regard, first and foremost the relevant
Hungarian zoning and construction
regulations should be previously
checked, to ensure that the desired
facility can indeed be developed on the
given land.

Transfer of a developed plot of land

As a general rule, buildings located on
a real estate are considered to be the
part of the land and are treated as one
and the same property. It means that
generally, by buying the land, the
purchaser automatically acquires its
buildings as well.

Transfer of the building and the land
separately

The ownership of the land and the
buildings thereon however may also be
separated and registered as
independent real estates, and in that
case, they may also be sold separately.

Transfer of a condominium property
(typically flats)

A condominium property consists of
separately owned (typically the flats
itself), and jointly owned (e.g. garden,
staircase) parts, but the separately
owned part automatically includes the
connected ownership ratio in the
jointly owned parts. In case of a
condominium, the co-owners might
have a right of first refusal, and
therefore the deed of foundation of
the condominium must always be
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1.6

checked in advance, to see whether
such right applies or not.

Transfer of an agricultural land

A real estate is deemed to be an
agricultural land if it is recorded in the
Land Registry as such. The typical
forms are arable land, meadow, lake or
forest. The acquisition and use of
agricultural lands are subject to wide
and strict limitations as to who can
acquire or use them and under what
conditions, and a transfer procedure
may take up to 6-8 months to
complete.

Share deal of a corporation that owns
real property

During the planning of a property
acquisition, if the owner of the real
estate is a company, it often seems to
be a reasonable solution to acquire the
legal entity that owns the respective
property.

2 Restrictions for acquiring real estate in
Hungary

2.1

2.2
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General rules

In general, EU/EEA citizens and entities
are freely allowed to purchase and sale
real estates in Hungary, while non-
EU/EEA citizens and entities may only
purchase a Hungarian real estate with
the permission of the competent
Government Office.

Agricultural real estates

Unlike in case of regular real estates,
for agricultural lands there are
numerous serious limitations for the
purchase of those.

Non-EU/EEA citizens and entities are
completely excluded from acquiring
agricultural lands in Hungary. As per
EU/EEA citizens and entities, private
persons must fulfil certain criteria to
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become entitled to own agricultural
lands, while in case of entities only
certain types may own agricultural
lands (the state, municipalities,
churches). Other EU/EEA legal persons,
if they fulfil certain special conditions,
may only use agricultural lands, but are
not entitled to own them.

Apart from the above, there are also
limitations for the maximum size of
agricultural lands that can be owned
(or used) by one and the same person
or entity, plus agricultural real estates
are also encumbered by law with a
complicated system of rights of first
refusal of certain persons like local
farmers or even the Hungarian State.

3 Land registry

The Hungarian Land registry is a unified
system keeping records of all kinds of
real estates, and the records are public
and authentic. Publicity means that
anyone may obtain the title deed of a
respective real estate from the Land
Registry.

3.1 Title deed

The title deed of a real estate consists of
three parts, with the following main
content:

(i) Section 1 main data and
characteristics of the real estate

This part contains the size and
qualification of the property, its
topographical lot number and
address (if the property has a
separate address), and a note if there
are any pending procedures in
progress relating to the property at
the Land Registry.

(i) Section 2: ownership rights

Here one can find the data of the
owners, and the date and legal title
of their acquisition.
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(i) Section 3: encumbrances (e.g.
pledge, buy option, prohibition of
alienation and encumbrance)

The third part contains the existing
encumbrances and third-party rights
related to the property. It is always
essential to check the registered
encumbrances / third party rights
before any transaction.

3.2 Ranking

The most important principle of the Land
Registry is the principle of ranking,
meaning that the Land Registry (with
only a very few exceptions) will proceed
with the pending requests according to
the order of their submission, and will
not deal with any submission until all
previous pending requests have been
completed.

3.3 Procedural deadline

The general procedural deadline for the
Land Registry to proceed with any
request is 60 days. An urgent procedure
may also be request, subject to the
payment of a separate fee, in practice
this can shorten the procedure to
approximately 12-15 days.

The sale and purchase agreement

The sale and purchase agreement of a
real estate has certain, strict formal and
content requirements that must be met
in order to be suitable for registering the
transfer of ownership in the Land
Registry

4.1 Formal requirements

The most important formal
requirements  for the  transfer
documentation of any real estate are
the following:

(a) the agreement must be concluded
in writing;
(b) it must be prepared and

countersigned by a Hungarian
attorney-at-law or public notary;




[BUYING AND SELLING REAL ESTATE IN HUNGARY] !

(@]

in case of a multiple-page
document, all pages must be
signed by the contracting parties
and the countersigner.

4.2 Compulsory elements

The Hungarian law prescribes several
elements that must be included in the
property sale and purchase agreement.
Some notable elements are:

(a)
(b)

(@]

(d

(e)

detailed definition of the property;

certain scope of data of the
contracting parties (among others,
birth name, place and date of birth,
address, mother’s maiden name,
tax identification number, or
registered seat, registration
number, statistical number, tax
identification number in case of
legal persons);

the exact legal title of the transfer
(e.g. sale and purchase);

unconditional and irrevocable
statement of the registered owner
on consenting to the transfer of the
title (“registration consent”) (which
statement may also be made later
on separately, especially if the
payment of the purchase price is
made in instalments);

regulations on the handing over of
an energetic certificate (energy
certificate is a document made by
an authorized expert that gives
information about the energy
features of the property, generally
the seller is obliged to prepare such
energy certificate and to hand it
over to the buyer at contract

signing).

4.3 Typical further elements of an
agreement

Although the inclusion of the below
elements is not legally required,
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according to market practice the
parties apply them frequently.

(a) Payment of the purchase price in

more instalments

In case the purchase price is paid in
more instalments, there are two
typical scenarios regarding the
transfer of title.

e The first option is when the
parties submit the request to
registration, but with a request
for suspension, meaning that
the Land Registry will not deal
with the request until the seller
issues the registration consent
after the payment of the full
purchase price. This method
ensures that, due to the
ranking principle, the buyer’s
request cannot be preceded
with any other request, so the
legal status of the property
existing as at contract signing is
secured. Typically, the
registration consent is put into
lawyer’s escrow by the seller at
contract signing and is released
by the escrow agent upon the
payment of the full price. It
should be noted that such
suspension procedure can only
last for 6 months, so this can be
a solution only if the
transaction is closed the latest
within 6 months after signing.

e The other option (especially
used if the period between
signing and closing is more than
6 months) is the sale of the
property with the retention of
title clause. This means that the
Land Registry makes an entry
into the Land Registry on the
fact of the sale with retention
of title, by also indicating who
is the buyer, but will only
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(b)

(@]

actually register the buyer’s
ownership once the full price is
paid. This entry works similarly
to a prohibition for alienation
and encumbrance, meaning
that until the entry exists, the
property cannot be sold or
encumbered  without  the
consent of the buyer.

Earnest money

A typical real estate transaction
is sealed with the payment of
earnest money, a special form
of advance payment, with a
typical sum of 10% of the
purchase price. If  the
transaction is completed, the
earnest money will be deemed
as an advance payment. If the
transaction is not completed,
the party being responsible for
that loses the amount of the
earnest money.

Transfer of possession

Designating the date of
transferring the possession is
important, as normally the
buyer takes over the burdens,
the risk of damages, and all
other relating liability for the
property from the date of the
possession transfer. The
transfer of possession typically
follows the payment of the full
purchase price.

5 Transfer of ownership

As a general rule, the ownership is
transferred with the registration into the
Land Registry, but with retroactive effect

to the date when the

request for

registration has been submitted.

6 Usual fees and costs

6.1 Transfer duty

6.2

6.3
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In case of the acquisition of a real
estate, a transfer duty must be paid by
the buyer. The rate of the duty is 4% of
the value of the real estate up to the
value of 1 billion HUF, and 2% of the
exceeding part of the value (but
maximum 200 million HUF per
property).

In certain cases, the buyer can be
entitled to a duty exemption or
discounted duty. The most typical
cases of duty exemption and discounts
are the followings:

e transfer between affiliated
companies (no duty is payable);

e buying a building site if the buyer
develops a residential building
thereon within 4 years after the
purchase (no duty is payable);

e buying/selling  between close
relatives or spouses (no duty is
payable);

e acquisition by real estate funds
(the duty is 2% of the value instead
of 4%).

Procedural costs

For making any entry or registration in
the Land Registry, a procedural fee is to
be paid, which is normally borne by
the buyer.

Legal fees

If both parties are represented by their
own legal advisors, usually both parties
bear their own advisor’s fees. Since in
case of the sale of a real estate, legal
representation before the Land
Registry is mandatory (meaning that it
should be a lawyer who submits the
documents to the Land Registry), in
most of the cases it is the buyer’s
lawyer who proceeds in that respect.




[BUYING AND SELLING REAL ESTATE IN HUNGARY]

7 Our firm build personal relationships with our

Jalsovszky is one of Budapest’s fastest
growing and most innovative law firms.
The key to our success is a business-
focused approach paired with logical
thinking. Clients appreciate that we are
never afraid to voice our opinion even in
critical situations.

We regard ourselves as a boutique law
firm. No matter how experienced our
associates are, we cannot be fully
conversant in every area of the law, even
in the field of commercial law. But when
it comes to what we specialise in, we
consider ourselves to be among the best.

Whether with regard to our clients or
our staff, it is a human-oriented thinking
that defines us. It is important for us to
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clients. We believe a personal
relationship does not get in the way of
providing a high-quality professional
service — on the contrary, it makes the
co-operation even more effective. We
aim, further, to provide our colleagues
with a friendly and supportive
environment in which they can find
fulfilment and motivation.

Our firm’s market-leading role and the
exceptional quality of our legal team is
acknowledged vyear in, year out by
numerous international rating agencies
(including the publications Legal500,
Chambers and Partners, IFLR and
International Tax Review).




