August 2018

CHANGE IN PERPETUAL USUFRUCT IS COMING

Starting from January 1, 2019, the rights of perpetual usufruct of plots built-up with
residential buildings will be transformed into ownership rights. The draft of the new act,
which aims to support citizens in obtaining the ownership rights of real estate developed
with residential buildings, has already been adopted by the lower house of the
parliament of Poland.

OBLIGATORY TRANSFORMATION

The proposed regulation stipulates an automatic transformation of every plot of land
which is built-up with residential buildings. This regulation applies to both single-family
houses and multi-apartments buildings (in which at least half of the premises is used for
residential purposes), affecting up to 2.5 million usufructuaries. Moreover, according to
the draft act, the establishment of new rights of perpetual usufruct for the purpose of
residential development will no longer be allowed.

HOW MUCH WILL IT COST?

Under the new act, instead of the current annual perpetual usufruct fees, future
landowners will pay annual transformation fees for a period of 20 years from the date of
the transformation. The fee amount will be equal to the perpetual usufruct fee applicable
on the transformation date, however, some significant discounts may be granted. For
example, in cases where the land is currently owned by the State Treasury, the new
owner will be entitled to a 60% discount if he decides to pay the entire transformation fee
in the first year. The discount will be lowered by 10% for each consecutive year, i.e., if
the property owner decides to pay off the entire transformation fee in the second year
then he will be entitled to a 50% discount. This discount is only available to owners who
are natural persons. With regard to lands owned by local municipalities, local
governments may decide on granting similar incentives at their discretion. The
transformation fee may be subject to indexation once every three years in line with the
property price index determined by the main statistical office (Gtdwny Urzad
Statystyczny). Information about the claim for payment of the fee will be disclosed in
land and mortgage register maintained for recl property subject to transformation.

OBJECTIONS OF LOCAL GOVERNMENTS

Although the project is widely supported, there is some opposition from local government
organizations. They claim that depriving the municipalities of their property would be
unconstitutional. They indicate that in 2015 the Constitutional Tribunal decided that
provisions extending the range of entities entitled to request a transformation of
perpetual usufruct were unconstitutional. However, it is quite possible that this time the
tribunal will not object to the new legislation.

ALBANIA AUSTRIA BOSNIA & HERZEGOVINA BULGARIA CROATIA CZECH REPUBLIC HUNGARY POLAND ROMANIA SERBIA SLOVAK REPUBLIC SLOVENIA UKRAINE

WOLF



August 2018

EXPECTED TIMELINE

The draft act is now being considered by the upper house of the parliament and then it
must be signed by the President. Both the ruling party and the opposition support this
project and therefore we expect that it will be adopted very soon.

About WOLF THEISS

Wolf Theiss is one of the leading law firms in Central, Eastern and Southeastern Europe
(CEE/SEE). We have built our reputation on a combination of unrivalled local knowledge
and strong international capability. Our team brings together over 340 lawyers from a
diverse range of backgrounds, working in offices in 13 countries throughout the CEE/SEE
region.

For more information about this topic or our services, pledase contact any of our lawyers
with whom you regularly engage or the following members of our real estate team:

Aleksander Duma Anna Mikolajewska
aleksander.duma@wolftheiss.com anna.mikotajewska@wolftheiss.com
T: +48 22 378 89 00 T: +48 22 378 89 00

This Client Alert has been prepared solely for the purpose of general information and is not a substitute for legal advice.
If you would like to know more about the topic(s) covered in this Client Alert or our services in general, please get in
touch with your usual WOLF THEISS contact or with:

Banking/Finance: Przemystaw Kozddj, przemyslaw.kozdoj@wolftheiss.com
Corporate: Jacek Michalski, jacek.michalski@wolftheiss.com
Disputes: Marcin Astanowicz, marcin.aslanowicz@wolftheiss.com
Real Estate/Construction: Tomasz Stasiak, tomasz.stasiak@wolftheiss.com

Tax Karolina Stawowska, karolina.stawowska@wolftheiss.com
Managing Partners: Peter Daszkowski, peter.daszkowski@wolftheiss.com

Ron Given, ronald.given@wolftheiss.com

Office/Marketing Manager:  Marta Niedziatek, marta.niedzialek@wolftheiss.com
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