Act CLVII./1997.


on Condominiums * 





In order to promote construction of buildings with several units, improve the quality of condominiums and generate more up-to-date regulations which are adjusted to the changed political and economic relations, Parliament has passed the following Act:





Chapter I.





BASIC PROVISIONS





Condominium





	Article 1. (1) A condominium is established when, on the basis of the Deed of Foundation, in a building property, technically distributed, at least two separate housing units or premises used for purposes other than housing are separately owned by the owners while the sections of the building, equipment, premises and units, which are not defined as separate property, are owned jointly by the owners.





	(2) If the land is not owned jointly, the individual owners shall be entitled to the right of use.





	Article 2. (1) With the exception of cases specified in Article 16, Article 3. (2) and Article 19., - sections of the property which are subject to joint ownership, shall be considered as part of the individually owned units (premises) and shall form an individual property with them.





	(2) The ownership ratio related to the joint property and belonging to the individual owners and the ownership title to the unit (premises) may not be transferred or encumbered independently from each other.





	Article 3. (1) The community of the owners of the condominium (hereinafter: community) may, under their joint name, acquire rights and make commitments during the maintenance, reconstruction of the building and in relation to matters related to joint ownership. A law suit may be filed against the community and it may also file a law suit, it exercises the owners’ rights related to joint ownership and bears the burden of joint ownership. Any provisions of the condominium or the owners which are in contrast with that shall be void towards third parties.





	(2) With the exception of sections of property and items specified in section (2) Article 16., the Deed of Foundation may give authorisation to the community to exercise the right of alienation with respect to joint property, provided that the section of the property may be formulated as a separate property. In such a case the membership meeting may decide on the alienation with an affirmative vote of co-owners representing at least two thirds of the total ownership ratio. The resolution must include provisions on the establishment of the joint ownership ratios related to the separate property. The resolution of the membership meeting shall be an official document suitable for property registration.





	(3) Co-owners shall be responsible for the completion of an obligation which applies to the entire community in accordance with their ownership ratio, or a different ratio specified in the deed of foundation or the organisational and operational code, and in accordance with the rules of simple (serial) guarantorship.





	Article 4.  Regarding premises for purposes other than housing and condominia consisting of such premises the provisions related to homes shall be applied.








Foundation of a Condominium





	Article 5. (1) A condominium may be established on an existing building or a building to be built, if it contains at least two units, or at least two units may be formed which may be registered as separate properties. 





	(2) A condominium may be established by the co-owners of the property or the owners of the property, as a single founding person, through their intentions expressed in the Deed of Foundation.





	(3) The foundation also requires that the condominium ownership should be registered in the property register.





	Article 6. (1) If the Deed of Foundation does not contain the organisations of the community, their scope of competence, rights and responsibilities, the rules of bearing the joint expenses, they shall be established in the organisational and operational regulations of the community. The relevant provisions of the Deed of Foundation may be declared void with a minimum 2/3 majority vote of the membership meeting  in its resolution on the establishment of the organisational and operational regulations. This resolution may not be adopted at a repeated membership meeting.





	(2) The organisational and operational regulations shall be established by the founding membership meeting, consisting of co-owners signing the Deed of Foundation, with a resolution adopted with at least a 2/3 majority vote. The joint representative or steering committee, its chairman and, if necessary the audit committee are elected at the founding membership meeting. The founding membership meeting must be held  within 60 days from the signature of the Deed of Foundation.





	(3) If the community has adopted them, the Deed of Foundation and the organisational and operational regulations must be attached to the property records.





	Article 7.  The condition for recording condominium ownership on land, or on an existing building, is that the rights related to the property should be inherited or the parties interested should agree as to which property they will belong to following the conversion of the property into a condominium.





	Article 8. (1) A condominium may be established on a building to be constructed in a way that, in accordance with the construction plan of the building with the construction permit, the owner or owners of the land include their intention of founding a condominium into a deed of foundation and the foundation is recorded on the ownership certificate of the land in the property register.





	(2) The recorded foundation shall also affect all those who acquire a right to the property later.





	(3) Following the recorded foundation the registration of the condominium in the property register may be requested on the basis of the occupancy  permit. If the occupancy permit differs from the construction permit regarding the joint or separate property sections in the building, the condition of registration shall be that the Deed of Foundation is modified according to the change.





	Article 9. (1) Upon the request of any co-owner, even the court may order the conversion of a joint property into a condominium. In such a case the deed of foundation is substituted by a court ruling.





	(2 In the case of a condominium consisting of several buildings the majority - based on their ownership ratio - of the owners of units in one or more buildings, may request the court to found a condominium if that does not violate the equitable interests of the existing co-owners.





	(3) The draft  deed of foundation or deeds of foundation and the necessary authority permits must be attached to the application to the court.





	Article  10.  The following must be defined in the deed of foundation


a) the units, premises and equipment to be owned separately,


b) of the sections and parts of buildings owned jointly, the ownership ratio of the above parts belonging to units to be owned separately, and the method of defining such ratios,


c) other data required according to the rules of property registration,


d) the organisations of the community, their scope, rights and responsibilities, if the deed of foundation does not provide on them, and the establishment of organisational and operational regulations for them,


e) the common name of the community which shall be used as the name of the condominium unless it is specified otherwise.





	Article 11. (1) The deed of foundation and its modifications, including also the resolutions specified in Article 3. section (2) and Article 6. section (1), shall be included in a public document or a private document, countersigned by a solicitor, or a legal counsellor acting within his competence.





	(2) Unless this Act provides otherwise, the modification of the deed of foundation shall require the consent of all co-owners and the change must be reported to the Land Registry Office.





Chapter II.





OWNERSHIP RELATIONS IN A CONDOMINIUM





Separate ownership 





	Article 12.  (1) Each co-owner shall have the right of possession, use, acquisition of profits and disposal over his separate property, however, the co-owners may not exercise such rights violating the rights and lawful interests of the other co-owners in relation to the property.





	(2) The deed of foundation may define the rules of use and utilisation of separately owned units in accordance with the purpose and operation of the condominium.





	(3) In a condominium located on a housing estate, with a resolution with at least a 2/3 majority vote, the membership meeting may prohibit changing the method of use or utilisation of separately owned premises used for purposes other than housing, if that disturbs the ordinary activities of the condominium or peace of residence.





	(4) If the changed use of premises used for purposes other than housing requires a permit on the basis of legal regulations, the permit may be issued if, upon the request of the authority, the membership meeting has not adopted a prohibiting resolution within the 30-day deadline.





	Article 13. (1) Co-owners shall





a) maintain and, as necessary, refurbish their separately owned units,


b) take the necessary action to make sure that persons with whom he shares the unit and those who are allowed to use the housing unit, comply with the provisions of Article 12. section (1),


c) allow and accept that a person authorised by the community should be able to enter his separately owned housing unit for the purpose of completing the necessary checks, maintenance and refurbishment activities in the joint property, or other co-owners should also be able to do the same  in relation to the building parts and equipment owned by them separately, at the right time and without disturbing the co-owner or the person staying there,


d) notify the joint representative and the chairman of the steering committee on construction planned in their homes.





	(2) The community and the co-owners shall compensate for any losses cased with interventions specified in section (1) c).





	Article 14. (1) The membership meeting may issue a resolution to make it mandatory for co-owners to report to the joint representative (chairman of the steering committee)


a) changes in the owner regarding their separately-owned property,


b) their  address, personal data which may be inspected by anyone in the property register and the public data of legal entities,


c) data of the person renting their separately owned property in accordance with b),


d) the number of persons living in their separately owned property.





	(2) Co-owners may be obliged to provide the data specified in section (1) c) and d) if the charges of public utility services are charged to the tenant but the co-owners have a performance obligation in relation to them, or if the charges for public utility services must be divided among the  co-owners on the basis of the number of persons living in those premises.





	Article 15.  In the deed of foundation a right of pre-emptive purchase or pre-emptive rent may be established on separately owned flats for the co-owners. 





Joint ownership





	Article 16  (1) Assets in joint ownership include the parts of the building, building-equipment, premises and domicile which are not specified in the deed of foundation as separately owned property. If a part of the plot is not owned by some third person, it will be jointly owned.





	(2) The building structure, the parts of the building serving the safety (stability), the joint purpose of the co-owners, building- equipment and installation are considered as jointly owned even if they are within the separately owned domicile.





	Article 17. (17) Every co-owner is entitled to possess and use the jointly owned assets, provided such possession or use do not violate the relevant rights and lawful interests of the other co-owners.





	(2) The membership meeting can decide the method of possession, use and utilisation.





	Article 18 The costs of maintenance and rehabilitation and expenditures surpassing the range of ordinary management of the jointly owned part of the building, building-equipment, premises and domicile shall be shared by the co-owners in proportion to their ownership ratio, unless the deed of foundation or the regulations on organisation and operation stipulate otherwise.





	Article 19. (1) On the basis of the decision passed by the membership meeting any co-owner can apply to the court to lift joint ownership of jointly owned part of the building which can be transformed into an independent property or by which the existing privately owned property can be extended, provided that such lifting of joint ownership does not violate the rightful interests of the minority.





	(2) The application for lifting joint ownership should have the building plan for the establishment of independent property and approved by the building authority attached.





Provisions of reference





	Article 20.  On matters concerning the condominium-ownership and not  regulated in this Act the provisions of Act IV. of  1959 of the Civil Code of the Hungarian Republic (hereinafter: Ptk.) shall apply.


�
Chapter III.





ORGANISATION OF THE CONDOMINIUM





General provisions





	Article 21. (1) The supreme decision making organ of the community is the membership meeting composed on the co-owners and every co-owner has the right to participate on the membership meeting.





	(2) The joint representative is responsible for the administration of the community. The deed of foundation or the regulation on organisation and operation may stipulate that instead of the joint representative an steering committee should be elected. In the condominia of more than fifty flats an audit committee should be elected to control the management by the community.





	(3) For condominia with maximum six flats instead of the provisions of Articles 21-38 the provisions of Ptk. on joint ownership shall apply.





Membership meeting





	Article 22.  The membership meeting shall decide on the following issues:


	a)  on the use, utilisation, maintenance, rehabilitation of the jointly owned parts of the building and on undertaking liabilities for the community,


	b)  on the election, removal and remuneration of the joint representative, the chairman and the members of the steering committee and the audit committee,


	c)  on the  approval of the annual budget and accounts of the community and the vote of acceptance and approval of accounts to the joint representative and the steering committee [Article 35, section (2)]


	d)  on the order of the house,


	e)  on every issue not delegated to the competence of the joint representative, the steering committee or the audit committee.





	Article 23.  (1) On expenditures which surpass the normal management of the jointly owned parts of the building all the co-owners shall decide unanimously.





	(2) The regulations on organisation and operation can be modified by the membership meeting by minimum 2/3 majority votes.





	(3) The membership meeting can release the joint representative, the executive- and audit committee at any time.





	Article 24. (1) On the basis of the authorisation given by the membership meeting or by the regulations on organisation and operation the joint representative (chairman of the steering committee) can mortgage- as security- the separately owned part of the co-owner in case such co-owner is in arrears with the payment of minimum six-month contribution to joint costs.





	(2) When taking the relevant decision the co-owner in arrears cannot exercise his/her voting right, and his/her ownership share shall be disregarded when assessing the quorum.





	(3) The resolution or provision as per (1) shall be submitted to the co-owner in arrears, specifying also the possibilities for legal remedy.





	(4) The decision on the registration of lien can be repeated whenever there are again arrears of six months.





	(5) The resolution by the membership meeting and the instruction by the joint representative (chairman of the steering committee) are documents suited to be registered in the land register.





	(6) If the arrears on the basis of which the mortgage was registered are paid,  the joint representative (the chairman of the steering committee) is obliged to issue the permit needed for the removal of mortgage from the land register.





	Article 25  (1) The membership meeting can be convened by the joint representative or the chairman of the steering committee; all co-owners shall be invited in writing to the membership meeting.





	(2) The invitation shall include the agenda of the of the membership meeting. The membership meeting can take decision only on issues specified in the agenda in advance.





	(3) With the exception of urgent matters the invitation to the membership meeting shall be distributed not later than eight days before the date of the membership meeting.





		Article 26.  (1) Membership meeting shall be convened whenever necessary, but minimum once a year. The membership meeting on the  annual accounts and the budget  shall be held annually by the date specified in the regulations on organisation and operation, but not later than May 31.





	(2) It is mandatory to convene the membership meeting if the co-owners representing 1/10th of ownership so require in writing, specifying the agenda and the reason for such meeting. If the request is not met by the joint representative or the chairman of the steering committee, the person appointed by the co-owners requesting the membership meeting to be held can convene the membership meeting.





	Article 27. (1) The membership meeting shall have a quorum when the co-owners representing more than fifty percent of the condominium are present.





	(2) If the membership meeting has no quorum, the new (reconvened) membership meeting shall be convened with unchanged agenda within minimum three and maximum  fifteen days after the date of the membership meeting which had no quorum. The invitation to the original membership meeting may state the date of the reconvened membership meeting, with the pending condition that in case the first one has no quorum.





	(3)  The reconvened membership meeting shall be considered to have a quorum regardless of the percentage of the property represented, and that condition should be stated in the invitation to the membership meeting.





	Article 28.  (1) The owners’ voting right is proportionate to their ownership participation.





	(2) Unless the law or on its basis the deed of foundation or the regulations on organisation and operation provide otherwise the membership meeting shall take its decisions on the basis of the ownership ratio of the owners present with simple majority votes.





	Article 29. (1) Minutes shall be recorded on the membership meeting - to include also the decisions- which are to be authenticated by the signature of the person chairing the meeting and two co-owners.





	(2) Any co-owner has the right to inspect the minutes and can ask a copy on it by paying the cost of copying.





	Article 30  (1) The decision of the membership meeting can be passed by the co-owners also in writing on the invitation of the joint representative or the chairman of the steering committee- in case there is an audit committee operating, then after learning the relevant views of the audit committee. The regulations on voting in writing shall be stated in the deed of foundation or the regulations on organisation and operation.





	(2) The joint representative or the chairman of the steering committee shall inform the co-owners in writing on the results of the voting exercise.





	Article 31. (1) The deed of foundation or the regulations on organisation and operation  can provide for the possibility to organise membership meetings in sections, in which case such document shall identify the parts of the condominium which can compose membership meeting sections.





	(2) The membership meeting sections shall be held with identical agenda and the votes shall be added up. For the organisation of membership meeting sections the rules for the organisation of membership meeting shall rationally apply.





	(3) For parts of the building which are separately managed the membership meeting held in sections can have the power to take independent decision on independently managed matters.





	Article 32.  (1) If the decision taken by the membership meeting violates the law or the provisions of the deed of foundation or the regulations on organisation and operation or is contrary to the rightful interests of the minority, any co-owner can apply to the court within sixty days after such decision was passed to annul the decision. Delay in the submission of such application to the court behind the above deadline would result in the forfeiture of the right.





	(2) The application to the court shall not hinder the execution of the decision, but the court can suspend the execution in justified cases.





	(3) This provision shall also apply to the stipulation of the joint representative (chairman of the steering committee) as per Article 24. (1).





The joint representative and the steering committee





	Article 33.  The joint representative or the steering committee, acting under their competence shall be obliged 





	a)  to prepare and execute the decisions of the membership meeting, taking care that they are in conformity to legal regulations, to the provisions of the deed of foundation and the regulations on organisation and operation.


	b)  to take all the measures needed for the maintenance and rehabilitation of the building,


	c)  to advise the co-owners on the contribution they have to make to joint costs and to collect such contributions and realise the relevant demands of the community.





	Article 34.  The joint representative or the steering committee shall prepare a budget annually which shall include:





	a)  the revenues and expenditures expected to arise in connection with the joint property, as per types of costs,


	b)  the planned maintenance and rehabilitation works,


	c) the contributions to be made by the co-owners to the joint costs, as per co-owner.





	Article 35.  (1) The financial report prepared by the joint representative or the steering committee shall include


	


	a)  the planned and actual costs per types of costs and the distribution of joint costs in the details specified in the deed of foundation or the regulations on organisation and operation, including the costs of maintenance works performed specifying the details of such maintenance works,


	b) the planned and actual incomes as per sources of incomes,


	c)  the balance of the sums as per a)  and b) detailing the places where those sums are managed.


	D)  the liabilities of the community as a whole for the given year,


	e)  the contribution set and made to the joint costs, as per co-owner.





	(2) By approving the annual accounts the membership meeting approves  the work of the joint representative or the steering committee (vote of acceptance and approval of accounts of the condominium) Such vote of acceptance and approval of accounts of the condominium does not mean a waive of the right for possible compensation.





	Article 36. The following persons cannot act as joint representative (chairman of the steering committee) :





	a)  the person sentenced to confinement having been found guilty of crime by definitive judgement , as long as such person is not released from the adverse legal consequences of criminal records,


	b)  the person who was banned by a definitive judgement of the court from performing such task, as long as such judgement remains in force,


	c) the private entrepreneur, economic organisation who/which failed to meet the lawful payment obligation - as established by definitive judgement- related to such operation.





	Article 37.  The joint representative or the chairman of the steering committee has the right to represent the community at court and other authorities. Their limitation in such competence vis-à-vis third persons is not effective.





Audit Committee





	Article 38.  (1) The audit committee


	a)  can inspect at any time the work of the joint representative, the steering committee, and shall check monthly the cash-flow of the community,


	b) shall comment on the proposals to be submitted to the membership meeting, including especially the budget and the accounts, the invoices of sums surpassing the amount specified in the deed of foundation and the regulations on organisation and operation,


	c)  shall submit proposal to the membership meeting on the remuneration of the joint representative, the chairman and the members of the steering committee,


	d)  can convene the membership meeting if the joint representative or the chairman of the steering committee fail to perform the relevant obligation,





	(2) The audit committee shall elect from among its members the chairman; it shall take its decisions with majority votes.





Chapter IV.





CLOSING PROVISIONS





Definition





	Article 39 For the purposes of this Act the following terms shall have the following meaning





	1. Upkeeping : operation and maintenance;





	2.  Operation: the provision of services continuously required for the normal use of the joint property, such as the payment of the invoices of utility companies, the performance of tasks related to the operation of central facilities, the organisation of caretaker, concierge, janitor services- if required- and the operation of the steering committee, if established;





	3. Maintenance:  the performance of all the works needed for the maintenance of the status of the jointly owned property, keeping it fit to normal use, having the repair works- not considered as prevention and rehabilitation to be charged on the community- performed and the replacement of certain community owned equipment. Maintenance can include:





	a) the elimination of defects, that is the elimination of imperfections and deficiencies requiring immediate intervention  as they are perilous or risking the status of the building and significantly hindering the normal use of the building,


	b)  opportune maintenance, which eliminates defects or deficiencies risking the status of the building but do not significantly hinder the normal use of the building, do not require immediate intervention and which can be performed on the case-by case- basis or together with other works to be executed on the building, but which are to be eliminated within six months after they were noticed, the latest,


	c)  scheduled maintenance, which is the regular maintenance work  required to preserve the status of the building and provides for the standard use of the building;





	4. Rehabilitation:  the performance of general repair building- engineering works required for the entire building or one or more main structures of the building as required periodically, to - almost or fully -restore the original technical status  and/or increase the original utility, safety of the individual structures, equipment by replacing or changing them- compared to the original facility. Rehabilitation can be:





	a)  full rehabilitation: performing external- internal repair of the entire building as its technical status requires,


	b)  partial rehabilitation: rehabilitation of not the entire building but minimum one of its main structures, but some kind of repair which will later, within a foreseeable period fit into the full rehabilitation of the building,


	c)  modernisation: the transformation or replacement of the central heating and water supply system for the purpose of energy rationalisation and to prevent air pollution;





	5. expenditures surpassing the volume of normal management: expenditures not included in the scope of maintenance, rehabilitation and modernisation as required for the maintenance of the building’s status, and are typically linked to the extension of the building or the erection of new building.





Coming into effect





	Article 40.  (1) This Act shall become effective on March 1. 1998.





	(2) With this Act coming into effect , concurrently the decree with the effect of law of 11. Of 1977 on condominia shall become nil and void.





Provisional provisions





	Article 41  (1) Claims established on the basis of conditions arising before this Act enters into effect shall be decided on the basis of regulations in effect when such claim arose.





	(2) The provisions of the deed of foundation of the condominium registered when this Act becomes effective shall become nil and void if contrary to the mandatory type provisions of this Act, and shall be replaced by the provisions of this Act. The relevant modification of the deed of foundation shall take place when the given deed of foundation is first modified for some other reason.





	(3) If the provisions of the deed of foundation carry misstatements due to obvious clerical error, any co-owner can ask the court to correct it.





	(4) If the deed of foundation- established before  this Act becomes effective- has the design of the flats in the condominia  attached, the deed of foundation does not need to be amended in order to change the floor plan of the jointly owned flat.





	(5) No levy is charged on the modification of the deed of foundation of the condominia if submitted to the land office in 1998.


�
Authorisation





	Article 42. The minister of interior is authorised to submit by June 30. 1998., in conformity to the provisions of Act LXXVI. Of 1993 on vocational training a proposal on the technical and examination requirements for property management performed on the business basis and for condominium management performed on the business basis to Országos Szakképzési Tanács (National Council of Vocational Training).





Modifying provisions





	Article 43.  The Civil Code shall be supplemented by the following sub-title and Article 578/I.:





“ The condominium community





	Article 578/I. (1) On the basis of the condominium ownership the organisation established by the co-owners in the form of the document of deed of foundation for the maintenance, rehabilitation of the building shall exercise the ownership rights related to the joint ownership, and shall carry the burdens of joint ownership.





	(2) A separate act shall specify the detailed regulations on the condominium.”





	Article 44.  Appendix No. 1., Article 13., section (4) of the Government decree 3/1995. (I. 20.)  issued for the execution of Act XLI. of 1994 on the generation, transportation and supply of electric energy shall be supplemented by the following provision:





	“ Joint and several liability does not apply for the payment of the cost of electric energy consumed in the jointly owned part of the building (premises) of the condominium.)





	Árpád Göncz			Dr. Zoltán Gál


	President of the Republic	Speaker of the National Assembly





* The Act was approved by Parliament on 15th December 1997.








