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Information 

for purchasing real estate

in Hungary

There are many legal opportunities for property investments in Hungary, out of which the two offering the greatest number of economical advantages are the property purchase or investment as a private person and the purchase through a Hungarian company. 

1.
Purchasing as a private person

According to the Hungarian laws, foreign citizens have two possibilities to purchase real estates. 

In the first case they undertake in the sales agreement to apply for the permission of the local self government allowing them to obtain the ownership of the real estate. This procedure costs HUF 50.000,- (approx. EUR 200,-) stamp duty, HUF 125.000 (approx. EUR 500,-) legal fee of the law office, the authorised copy of the passport of the buyer and it takes approx. 2 months until the permission is given. 

If the foreign person decides to move to Hungary and have his primary residence there, he shall have the right to purchase the real estate serving for this purpose without the above permission. However, he has to sign a declaration in front of an attorney-at-law or a notary public stating that he is going to use this real estate as the primary residence which the authorities are entitled to check and punish if it is elsehow.

2.
Purchasing through a company

In Hungary, every legal entity has the right obtain ownership. The most common company forms used by foreign persons for this aim are the Partnership (“Bt.”) or the Limited Liability Company (“Kft.”), both requiring at least two members. 
The stamp duty to incorporate a Kft. is HUF 370,000 (approx. EUR 1500 inc. VAT), while in case of a Bt. it is HUF 220,000,- (approx. EUR 900 inc. VAT,-),
 and in addition to the stamp duties, there is also a notary fee for preparing the specimen of signature.

In case the members or the managing director do not have a Hungarian address, a Hungarian delivery agent having a Hungarian postal address is needed. The reason for this is that the mail coming from the authorities is not going to be delivered outside Hungary.

2.1. Partnership (Bt.)

The Bt. is a very simple company form, in which the so-called “general partner” who is entitled to represent and manage the company shall have unlimited responsibility, while the “limited partner” shall only be responsible up to the amount of the asset he put into the company. This company can be established with a very small amount of money (approx. HUF 20.000,-, corresponding EUR 80,-) and has a simple structure.

2.2. Limited Liability Company (Kft.)

In the Kft. members have liability up to the amount of their contribution undertaken in the articles of association, and, with the exceptions set forth in the Hungarian Company Act, is not liable for the obligations of the Company itself.

A Kft. can be founded with a minimum of HUF 3,000,000 (approx. EUR 12.000), of which at least HUF 1,500,000 (approx. EUR 6.000) needs to be paid in to the account of the company simultaneously with the establishment, while the remaining 50% is to be paid in within one year from the establishment.

A Kft. is managed by a managing director who can either be one of the members or a third person. The managing director is appointed for a period of maximum five years.

2.3. Documents to be prepared
1. Articles of Association of the company

2. Specimen of signature of the general partner or managing director of the company

3. Power of attorney from the general partner or managing director to a Hungarian law firm to act in the registration procedure of the company

4. Declaration of acceptance by the general partner / managing director

5. Delivery proxies to the delivery agent

6. Member’s list (in case of a Kft.)

2.4. Documents necessary for the preparation of the above documents

To prepare the necessary documentation, the following information must be provided by the founders:

· Suggested name of the company (the law office setting up the company will check whether there is already a company having the same name with the same activity)

· Address of the seat of the company

· Rate of contribution of the members

· Personal information relating to the members

· full name

· mother’s full maiden name 

· foreign address and Hungarian address (if any)

· place and date of birth

· citizenship

· passport number

· Hungarian tax identification number (if any) and Hungarian residency permit number (if any)

· Personal information of the delivery agent (name, Hungarian address, mother’s full maiden name)

· Contribution of the members of the company to the capital of the company

2.5. Registration process of the company

The registration procedure can be carried out by a Hungarian Law Office, and consists of the following steps:

1. The Hungarian law office prepares the documents described above (both in Hungarian and English language).

2. The specimen of signature is prepared in front of the notary public and in case of a Bt., the whole capital, in case of a Kft. at least 50% of the capital of the company is paid in to the bank account of the company.

3. The documents are handed in to the Court of Registration. The Court of Registration hands out a receipt, stating that the registration process started. It takes approx. 30 days until the resolution about the registration is made.

4. The company is registered at the Hungarian Tax Office and the Hungarian Statistical Office.

5. The company chooses a Hungarian auditor.

In the meantime (after having filed the documents to the Court of Registration and before the registration of the company) the company exists as a pre-company and has the right to obtain property.

3.
Real estate purchase and registration of the ownership

Once the Court of Registry hands out the receipt proving the receipt of the company papers and the start of the registration procedure, or if the real estate is purchased by a private person, the preparation of the sales agreement can start.

The Parties agree on the purchase price and on the payment schedule and provide the attorney-at-law with their personal data to be included in the sales agreement. 

The attorney-at-law proves the property sheet of the real estate, kept at the land Registry Office and informs the Parties, especially the Buyer of the state of the real estate, including the potential burdens on it.

The sales agreement includes the following provisions:

- personal data of the Parties (Seller and Buyer);

- exact lot number, address and  size of the real estate;

- purchase price and payment schedule agreed upon by the Parties;

- take-over of the possession upon the payment of the total purchase price;

- security clauses;

- date, signature of  the Parties and the countersigning attorney-at law.

The Buyer generally hands over 10% of the purchase price to the Seller as a deposit. The rest of the purchase price arrives to the escrow account of the law office, where the legal fee and the fee of the real estate agency are to be sent as well.

Upon paying the deposit, the fact of the sale to the Buyer shall be registered at the Land Registry Office with reservation of title. Upon the payment of the last part of the purchase price, Seller is obliged to issue the so-called „permission of registration”, on the basis of which the ownership right of the Seller shall be deleted and the Buyer shall be registered as the new owner of the real estate.

Should you have any further questions, please do not hesitate to contact our Law Office!

� Please note that the stamp duty rates might change from January 2005





5


