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1. Main developments in Spanish agricultural law in recent years
1.1. Agricultural economic and agricultural structure law

Within the legal sphere of agricultural structures, notable is Law 49/2003, of 26 November, on
land leases, which was amended by Law 26/2005, of 30 November. "Land leases” are
agreements under which one or various properties, or a part of a property is leased for
agricultural, livestock farming, or forestry purposes in exchange for a price or rent. This law also
regulates "holding leases": Under these agreements, the group of elements comprised by the
agricultural holding, which is considered to be an organic unit, is leased.

Within the area of agricultural economic law, noteworthy are the following:

Royal Decree 1547/2004, of 25 June, on rabbit breeding operation management rules, which
provides basic rules for the application of rabbit breeding, zoo-technical and health management
measures. This decree regulates the minimum conditions governing location, register, zoo-
technical infrastructure, health and equipment, and its aim is to allow for efficient and
appropriate development of livestock farming in the rabbit breeding industry in Spain. The
regulations on hygiene, animal health, identification and register, animal wellbeing and the
environment must be complied with.

Royal Decree 1549/2004, of 25 June, on the access of the Spanish fleet to third country fishing
grounds under agreements with the European Union. This decree regulates the activity engaged
in by the Spanish fleet operating in third country waters under the different fisheries agreements
entered into by the European Union and these countries. The obtainment of a fishing license is
required in third countries, and this license, which is issued by the third country public
authorities, enables vessels to fish in their fishing areas.

Royal Decree 2064/2004, of 15 October, regulating the first sale of fishery products after landing
or unloading them on Spanish territory, including imports. This Royal Decree applies to live,
fresh, refrigerated, frozen and deep-frozen fish, whether unprocessed or processed on board,
and whether packaged or otherwise.



Royal Decree 1084/2005, of 16 September, on the management of poultry farming, which
provides rules on the management of poultry farming for meat production. This decree regulates
the minimum conditions governing the location, zoo-technical and hygiene-health infrastructure,
handling and registration of these poultry holdings.

Within the framework of the legislative development of support granted under the Common
Agricultural Policy (CAP):

Royal Decree 2128/2004, of 29 October, which regulates the geographical information system
for agriculture parcels (GISAP), and provides the rules for the application of the GISAP in Spain.
It regulates the use of GISAP as a management tool within the framework of the integrated
administration and control system and the other support schemes relating to CAP areas.

Royal Decree 2352/2004, of 23 December, regarding the implementation of cross compliance as
regards direct support within the PAC framework. This decree lays down the good agricultural
and environmental condition farmers must respect to meet the cross compliance requirements
for direct support under the CAP, in accordance with Council Regulation (EC) No. 73/2009, of 19
January. It also provides a system for applying controls, reductions and exclusion of payments in
accordance with Council Regulation (EC) No. 796/2004.

Royal Decree 520/2006, of 28 April, regulating bodies that provide farm advisory services and
the granting of aid for the creation, adaptation and use thereof. It lays down the conditions
required to be met by farm advisory services and regulates the recognition of private entities
providing such advisory services. It also provides a support scheme for the creation or
adaptation of acknowledged private entities providing advisory services and for the farmers who
use such services.

Royal Decree 1612/2008, of 3 October, on the implementation of direct payments to agriculture
and livestock farming, whose purpose is to provide the basic legislation applicable to certain
support schemes provided under Council Regulation (EC) No. 1782/2003 (now replaced by
Council Regulation (EC) No. 73/2009):

a) Single payment

b) Coupled payments to producers of arable crops, and to livestock, sheep and goat farmers

c¢) Specific payments to the producers of: durum wheat, protein crops, rice, nuts, energy crops,

starch potatoes, seeds, cotton, olive groves, tobacco, citrus fruit tomatoes supplied for
processing and sugar beets.

d) Additional payments to producers in application of Article 69 of Council Regulation (EC) No.
1782/2003 in the cotton, tobacco, beet, sugar cane, cattle and dairy sectors.

It also regulates the use of set-aside land, the area of which is eligible for set-aside entitlements
for the production of raw materials to obtain non-food products.

1.2. Environmental agricultural law

In recent years different regulations directly linking agricultural activity and environmental
protection have been approved.



Royal Decree 1201/2002, of 20 November, on integrated agricultural production. “Integrated
production” includes plant breeding agricultural systems maximizing the use of natural resources
and production mechanisms, and assuring sustainable agriculture in the long-term. These
agricultural systems introduce biological and chemical control systems and other techniques
reconciling the demands of society, environmental protection, agricultural productivity, and the
handling, packaging, processing and labeling of plant products. This Royal Decree regulates two
fundamental aspects:

a) Rules on production and general requirements that must be met by farmers using integrated
production systems

b) The use of guarantee marks enabling the consumer to differentiate these products

Law 9/2003, of 25 April. It lays down the legal system applicable to the confined use, voluntary
release and marketing of genetically modified organisms or of products containing them. Its
purpose is to prevent any human health or environmental risks which may arise, and to reduce
the possible damage caused by such activities. This law was developed by Royal Decree
178/2004, of 30 January, which provides the general regulations relating to its application and
enforcement.

Royal Decree 824/2005, of 8 July, on fertiliser products. Its main purposes are as follows:

a) Regulate the aspects of Council Regulation (EC) No. 2003/2003 relating to fertilisers to be
laid down and developed by the Member States.

b) Define and categorise fertiliser products, other than “EC fertilisers”, which may be used in
farming and gardening.

c) Guarantee that the nutritive values and other features of the fertiliser products adapt to the
requirements of the Royal Decree.

d) Prevent the health and environmental risks arising from the use of certain products.

Law 26/2007, of 23 October, on environmental liability. This law regulates the obligation of
operators to prevent, avoid and repair environmental damage, in accordance with Article 45 of
the Spanish Constitution and the "prevention" and "polluter pays" principles. It is applicable to
any natural or legal person, whether public or private, that engages in economic or professional
activity (including farmers), or controls such activity, or has certain economical power over their
technical operation. It also regulates the financial guarantees that must be provided by operators
to cover any environmental liability which might arise. This law was partially developed by Royal
Decree 2090/2008, of 22 December.

1.3. Agricultural and food law: food safety and quality

Firstly, notable is Law 2/2000, of 7 January, on standard contracts for agricultural and food
products. This is a contract used in the commercial trade of products in the agricultural and food
system, which receives approval from the Ministry of Agriculture, Fisheries and Food (now
replaced by the Ministry of the Environment and Rural and Marine Affairs). Any agricultural and



food product may be the object of this contract, but as a general rule, only one standard contract
may be approved per product. The "Agricultural and Food System" comprises the whole of the
agricultural and fishery sectors, and the processing and marketing of their products. The
approved contract is considered to be a model, to which the operators of the agricultural and
food sector may adapt their contracts (subject to private law).

In the sector of general product safety, applicable to foods are, inter alia, the following:

Royal Decree 1801/2003, of 26 December, on general product safety. Its purpose is to
guarantee that the products placed on the market are safe. A "safe product" is any product
which is either free of risk to the consumer or which only gives rise to minimal risks that are
acceptable and compatible with the use of the product. The product must be used under normal
or reasonably foreseeable conditions, respecting a high health and personal safety protection
level. This regulation applies to all products for use by consumers.

Also generally applied is Royal Decree-Law 1/2007, of 16 November, approving the
Consolidated General Law for the defence of consumers and users as well as other ancillary
laws. Also included in this Royal Decree-Law is third party liability for defective goods or
services.

Within the scope of legislation governing the certified quality of agricultural and foodstuffs, of
significance are the following:

Royal Decree 998/2002, of 27 September, on domestic regulations for the application of EC
regulations on certification of the specific characteristics of agricultural and foodstuffs.
Particularly, it regulates the domestic procedure for requesting the registration of a product with
specific characteristics. Its also governs the minimum conditions which must be met by private
control bodies in order to obtain the corresponding administrative authorisation. Additionally, it
regulates the obligation to include the name of the corresponding independent control body on
the product label. Moreover, it provides for the creation of an informational register of the
independent control bodies and of producers using a registered name, for consultation by public
authorities, operators and bodies.

Law 24/2003, of 10 July, concerning vineyards and wine. It governs the basic management of
vineyards and wines, as well as the designation, presentation, promotion and advertising of
wines. It also regulates the differentiated levels of origin and the quality of wine. Finally, in order
to protect producers and consumers, it lays down a system for the protection of designations
and legally reserved mentions against unlawful use.

Royal Decree 1069/2007, of 27 July. It regulates the procedure for submitting applications for
entry on the Community register of designations of origin and of geographical indications for
agricultural products and foodstuffs. It also governs requests for modifications in the
specification for designations already registered in this register. Finally, it regulates the national
procedure for objecting to these applications, prior to their submission to the European
Commission.



1.4. Rural land law and rural area planning law

Noteworthy are the following laws:

Forest Law 43/2003. Its purpose is to guarantee the conservation and protection of Spanish
forests, and to promote their restoration, improvement, sustainability and rational use.

The principles inspiring Law 43/2003 include, inter alia, the following:
a) Sustainable forest management.

b) The achievement of forest multi-functionalism by balancing environmental, economic and
social values.

c) Forest planning within the framework of land use legislation.

d) The fostering of forestry production and its related economic sectors.

e) The creation of jobs and the development of the rural environment.

f) The conservation and restoration of the biodiversity of forest ecosystems.

g) The integration into Spanish forest policies of the objectives of international environmental
protection measures, particularly in relation to desertification, climate change and biodiversity.

Law 45/2007, of 13 December, on sustainable development of rural areas.
The general objectives of the law are, inter alia, the following:

a) Foster ongoing and diversified economic activity in rural areas, maintaining the agriculture,
livestock, forestry and fishery sector.

b) Achieve a high level of environmental quality in rural areas. Accordingly, the deterioration of
the natural heritage, landscape and biodiversity, is prevented. Its recovery is also facilitated by
means of the integrated management of the use of the territory for different activities, improved
planning and management of natural resources and the reduction of pollution in rural areas.

The "Program for Sustainable Rural Development" is designed to be the main instrument for the
planning of measures to be taken by the General State Administration in relation to rural areas.

Support for "territorial agriculture" is favoured. The maintenance and improvement of
agricultural, livestock and forestry activity sufficient and compatible with the sustained
development of rural areas, and in particular, priority rural areas or those classified as mountain
agriculture areas, shall be promoted. Special attention is paid to agriculture professionals and
particularly those who own a territorial holding.

Royal Decree-Law 2/2008, of 20 June, approving the consolidated land law. It defines and
regulates the "status of rural land": land protected from being transferred into a development by
territorial and urban planning. This shall include at least the land excluded from urban
development by legislation on the protection of public property, nature or cultural heritage. It is
also to include the land protected by territorial and urban planning law, due to the existence of
certain values (ecological, agricultural, livestock, forest, landscape, etc.). The use of space
situated on rural land will depend on its nature. This space is required to be used for agricultural,
livestock, forestry, cynegetics or in any manner relating to the use of natural resources. The
limits set under law and land and town planning shall be met. Finally, it regulates rural land
economic assessment criteria. Pre-existing land, buildings, structures, facilities, plantations, and
sown fields, as well as compensation paid in relation to land leases or other rights shall be
included in the corresponding appraisal.



1.5. Agricultural tax law

There are several laws relating to the agricultural sector in the regulation of tax and the general
budget.

Under Order 26 of November 2008, personal income tax shall be calculated by the flat-rate
method in 2009. Additional Provision Four of this law provides exceptional measures to alleviate
the effect of the price of operation inputs in agricultural and livestock activities in 2009.
Agricultural and livestock activities may apply the following exceptional measures:

a) Net taxable income may be reduced by the following amounts:

— 35 % of the acquisition cost of agricultural gas oil.

— 15 % of the acquisition cost of fertilisers or alternatively plastics used.

b) The net taxable income included under personal income tax brackets may be reduced by 2%.

Law 2/2008, of 23 December, on the General State Budgets for 2009 provides a special refund
of the tax on hydrocarbons for farmers and livestock breeders (Additional provision no. 57). Two
requirements must be met:

a) The gas oil must have been acquired in the period from 1 October 2007 to 31 December
2008.

b) The average price of gas oil in the period from 1 January 2004 to 31 December 2005 may not
exceed the average price of gas reached from 1 October 2007 to 31 December 2008. The prices
taken into account shall be net of valuable added tax (VAT).

1.6. Agricultural social law

Law 49/2003, of 26 November, on land leases, regulates two types of agreements giving rise to
agricultural holdings of an associative nature. On the one hand, there are "sharecropping
agreements”, where the owner of property or an agricultural holding (lessor) grants the share
farmer (lessee) the use and enjoyment of: a) the whole of the property or holding; b) certain
operations of the property; ¢) operating items (livestock, machinery or working capital). The
lease is temporary and freely agreed upon. The parties agree to divide the products into shares
in proportion to their respective contributions. On the other hand, there is "associative
sharecropping", where two or more people contribute or share the use and enjoyment of
property, capital, work, and other production elements. The purpose is to form or expand an
agricultural, livestock or forestry holding. The parties agree to divide the profits earned in
proportion to their contributions.

Royal Decree 1972/2008, of 28 November, lays down the basic legislation applicable to the
recognition of fruit and vegetable producer organizations (PO) and of associations of producer
organisations. It enacts and implements Council Regulation (EC) No. 1182/2007 and Council
Regulation (EC) No. 1580/2007. It regulates, inter alia, the requirements for the recognition of a
PO, the minimum number of members, the value of marketable production, the structures and
activities of the PO, the minimum period of adhesion to a PO, and the national register of
organisations and groups of fruit and vegetable producers and of associations of producer
organisations.



1.7. Other areas of agricultural law

There are several recent laws and regulations on the production and marketing of vegetable
products:

Royal Decree 289/2003, of 7 March, regulates the production and marketing of forest
reproductive material, forest species and their artificial hybrids. It shall not apply to forest
reproductive material in the form of plants or plant parts to be used for purposes other than
silviculture.

Royal Decree 1261/2005, de 21 October, enacting Law 3/2000, of 7 January, on the legal
system for the protection of plant varieties. For the recognition and protection of the right to hold
a new plant variety, a plant variety protection right shall be granted as a special intellectual
property right.

Law 30/2006, of 26 July, on seeds and plants from nurseries and phytogenetic resources, which
lays down the legal system for the production and marketing of nuersery seeds and plants. It
regulates conditions on the conservation and use of phytogenetic resources. Finally, it sets the
procedure for the registration of the commercial varieties in the corresponding register.

In the plant health sector, of significance are the following laws:

Law 43/2002, of 20 November, on vegetable health. Its main objectives are as follows:
a) Protect vegetables and vegetable products from damage caused by plagues.

b) Protect the national territory and the European Union from the introduction of quarantine
plagues for vegetables, vegetable products and other objects, and prevent the propogation of
existing plagues.

c) Protect animals, vegetables, and microorganisms that stop or limit the activity of organisms
which are harmful to vegetables and vegetable products.

d) Prevent the risks arising for the use of phytosanitary products on the health of humans,
animals and the environment.

e) Gurantee conditions of use, effectiviness and safety of phytosanitary defence means.

Royal Decree 58/2005, of 21 January, laying down the protection measures against the
introduction of organisms which are harmful for vegetables or vegetable products, from other
Member States or third countries.

2. National legislation of greatest practical relevance

A. Firstly, mention must be made of the law implementing and enacting the direct support
scheme of the CAP provided in Council Regulation (EC) No. 1782/2003 (now replaced by
Council Regulation No. 73/2009).



From the beginning of the application in Spain of the new system of direct support and single
payments, a Royal Decree is approved each year providing the basic legislation within this
scope. Royal Decree 1612/2008 is the latest approved decree. Its main practical relevance
consists in providing farmers with the knowledge of the administrative proceedings to be
followed to receive direct support. Specifically, it allows for the implementation of the
requirements of the single payment scheme and of the allocation and use of entitlements, as
well as the conditions for the granting of such rights. It also provides an in-depth description of
other support schemes coupled to production and other specific support systems. Additionally, it
lays down the requirements to be met to apply for aid (content, location, and application
deadline). It includes provisions on the control and payment of aid. In this regard, notable is the
participation and collaboration of State bodies (such as the Spanish Agricultural Guarantee
Funds) and Autonomous Communities. Royal Decree 1612/2008 distributes control functions
among the different public authorities. It is accompanied by 21 Appendixes on technical and
administrative matters. These provide an in-depth explanation of certain of the requirements
made by the law for the collection of direct support. Definitively, it is an "official basic guide" of
the requirements and conditions to be met by farmers and livestock breeders in order to be able
to access the direct support schemes of the CAP.

In terms of ancillary legislation, of significance is Royal Decree 2352/2004 on the
implementation of cross compliance and Royal Decree 520/2006 relating to the provision of
advisory services to agricultural holdings.

In relation to the cross compliance requirements for this support, Royal Decree 2352/2004
meets the requirements provided in Article 6 of Council Regulation (EC) No. 73/2009: each
Member State must define the minimum requirements to be met to keep land in good
agricultural and environmental condition. Additionally, it has two purposes. The first is to
specifically detail the minimum conditions (agricultural and environmental) a producer must
respect in its agricultural holding in order to receive aid. This enables the farmer to appropriately
plan its production and land management system to adapt it to legal requirements. The second
is to include a "legal notice" which aims to achieve maximum compliance with such conditions:
any farmer not in compliance with the stipulated condition shall be penalised (reduction or
exclusion of payments).

With respect to the farm advisory system, Royal Decree 520/2006 meets the provisions of Article
13 of Council Regulation (EC) No.1782/2003: to set up this service by 1 January 2007. The main
practical effect consists in providing technical support to farmers required to apply new work
methods and techniques as a result of the requirements of the CAP. The ultimate aim is for
agricultural activity to respect the environment, public health, animal and vegetable health and
the wellbeing of animals. Specifically, the advisory services encompass the diagnosis of the
situation, and the proposal and performance of the necessary improvements. There are three
main fields where advisory services shall be provided: a) Legal Management requirements; b)
Good agricultural and environmental condition; ¢) Establishment of young farmers. However,
this service may encompass other matters in order to offer comprehensive advice (assess the
profit and viability of holdings, etc.). Other of the practical effects of this regulation are of an
“institutional” nature, relating specifically to the requirements which must be met by entities
which desire to provide farm advisory services (private nature, legal personality, obligations,
recognition by public authorities, etc.). Finally, of practical significance is the aid provided for the
creation of these advisory entities and to those requesting advisory services. The fact that there
is certain public financing (grants) both for the creation of advisory entities and for the owners of
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agricultural holdings requesting such service is an incentive for the extension and use of these
specialised advisory services.

B. Within the scope of the second pillar of the CAP, i.e. rural development, noteworthy of the
recent Spanish legislation is Law 45/2007 on the sustainable development of rural areas.

Historically, Spain did not have its own specific rural policy. The Regulations of the EU were
directly applied. The approval of Law 45/2007 was necessary for the establishment of its own
rural policy, fully adapted to the specific economic, social and environmental conditions of Spain.
Additionally, it includes environmental sustainability and territorial planning criteria.

Its main practical efficiency lies in the programming and planning of sustainable rural
development on a State and Autonomous Community level. This planning includes different
measures and specific actions to be taken in certain rural areas, and above all those classified
as "priority areas" (which need revitalization, included in the Natura 2000 networking
programme, small sized and scarcely populated rural municipalities, etc.).

In direct relation to the agricultural sector, this Law supports "territorial agriculture". The main
consequence of this new "agricultural model" is the prioritised and preferential allocation of PAC
measures and support (direct and rural development support). When allocating this aid, Law
45/2007 favours a certain type of farmer who owns a certain type of agricultural holding, i.e. a
"professional farmer" and a "territorial holding". The professional farmer is required to work a
certain number of hours each year in the agricultural holding (Annual Work Unit) and to reach a
certain volume of income from agricultural activities (25% of total income). For an agricultural
holding to be classified as a "territorial holding", it is required to be located in a priority rural or
mountain agriculture area and may not reach 40 Units of European Economic Dimension. The
farmers and public authorities shall enter into a "rural area territorial contract". This contract shall
stipulate that the owners of the agricultural holdings are committed to aiming towards and
targeting the sustainable development of the rural area, as well as the specific aid to be received
in exchange.

C. Within the scope of the improvement of agricultural structures and holdings, notable is
Law 49/2003 on land leases.

The main practical consequence of this new lease legislation is the mobility and boosting of the
land market. Facilitating access to the lease of land and agricultural holdings brings Spain closer
to its objective of achieving holdings of a sufficient size, which are economically viable and are
profitable. The minimum contract term (five years) and the owner's possibility of recovering
ownership of its property upon termination may promote the arrangement of land leases. The
term may be extended with the consent of both parties. This term is long enough to enable the
farmer to attain certain stability on the land, which will lead to investments and improvements in
the holding by the lessee. Additionally, from the standpoint of the economic investment required
by the farmer for its first farm or to increase the size of its current agricultural holding, the cost of
leasing is much lower than the cost relating to the purchase of rural property.

D. In the area of technology applied to the obtainment of new crop varieties, notable is Law
9/2003 relating to genetically modified organisms (transgenics). This law is of a horizontal type
and is applicable to any organism or product whose genetic material has been unnaturally
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modified. However, its practical application is of significance in the agricultural and food sector,
where transgenic vegetable crops have been grown and marketed in Spain, the main producer
of the European Union.

The practical relevance of this Law is double fold. On one hand, it is meant to protect human
health and the environment against possible risks or possible damage caused by activities with
genetically modified organisms. On the other hand, it enables producers to gain knowledge of
the authorisation systems, competent authorities, and administrative proceedings to be followed,
both for growing open field crops of a transgenic variety and for the marketing of the resulting
crop or product.

E. Finally, reference should be made to the sector Law 24/2003 on vineyards and wine

Spain is the number three producer of wine in the world, and has the largest extension of
vineyards on the planet. In recent years there has been excess wine production, despite the
significant volume of exports. Therefore, one of the practical effects proposed by this law is the
control of the productive potential of Spanish vineyards within the framework of European
regulations. The authorisation of new plantations and the replanting of vineyards is to be
controlled. The State and Autonomous Communities shall agree on the distribution of the
acceptable plantation areas. It also regulates cases of the grubbing-up of vines. Additionally,
one third of the Spanish wine production is aimed at wines of certified quality. Accordingly, the
Law provides a system for the protection of the origin and quality of wines, as well as quality
indications and references. Protection is granted to producers of wines of certified quality and for
the benefit of the consumers of these wines.

3. Particularly successful or unsuccessful legislation

— The original version of the Land Lease Law of 2003 could be considered positive since it
facilitated the formation of agricultural holdings at a lower start-up cost and favoured the
expansion of the farmers' territorial base. The law furthered the liberalized contract system,
initiated with the reforms of 1995 (introduced by Law 19/1995, on the modernization of
agricultural holdings), which led to very good results.

However, the 2003 LL was reformed in November 2005 and certain criticism can be voiced
against this reform. Firstly, the haste with which the new Law was amended without waiting for it
to have practical effects can be criticised. Furthermore, certain measures of the 2005 reform
introduce limits on the free arrangement of the land lease, which does not further the promotion
of this agreement. Compliance with these limits by the parties is compulsory and otherwise the
agreement is declared null and void. The amended law involves more government intervention.
This is noticeable in relation to the capacity to enter into a lease, taking into consideration the
maximum area which may be leased, the minimum legal term of the lease and pre-emptive
rights.

The reinstatement of the limits on the surface area of the leases is not in congruence with the
aims of resizing, modernisation and viability of Spanish agricultural holdings. Truly needed are
the largest companies and holdings possible, which are able to face the growing competition of
global markets, within the Framework of the progressive disappearance of the protection of the
EC farmer.
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Also worthy of criticism is the reestablishment of the right of first refusal and the right of
repurchase with respect to certain lessees. The intended right to access the property of the
lessee is not inherent to the lease, which is of a possessive and temporary nature. Moreover, it
may discourage and demobilize the market for leased land, in view of the caution shown by
owners with respect to the farmers’ rights, which limit their powers.

— The laws implementing new direct support from the CAP since 1 January 2006 and the single
payment scheme can be considered successful. From the standpoint of legal technique and
institutional organisation, the direct support scheme functions reasonably well. Laws which apply
the essentials bases of the system have been approved: cross-compliance, advisory services,
paying and controlling bodies (the Spanish Agricultural Guarantee Fund, on a national level and
bodies of the Autonomous Communities), the procedure for the setting and payment of aid
entitlement, etc.

— The regulation of biotechnology products were rooted in Spain over 15 years ago.
Particularly, the 2003 Genetically Modified Organism Law continues to regulate all production
phases, paying specific attention to personal safety and the protection of the environment, as
well as the procedures for the authorisation of crops and marketing of genetically modified
organisms. Spain is currently the EU country with the highest amount of genetically modified
crops (over 70,000 hectares of maize) and this crop has increased in recent years. However, a
negative aspect is the lack of specific regulations on the coexistence of genetically modified
crops and conventional or ecological crops. Rules should be agreed upon relating to the crop
systems, precautions to be taken to prevent the pollution of other plantations and the effects of
third party liability for damages. In this regard, some draft regulations were considered but they
never materialized.

4. New or already existing trends based on the evolution of agricultural law

With respect to already existing trends, noteworthy are the following:

— Support for professional agriculture and the professional farmer

The "Professional farmer" or "agricultural professional" requirement is traditional and constant in
Spanish legislation as from the 1980 Land Lease Law. It was later developed in the Law on the
modernisation of agricultural holdings in 1995, and it is currently defined in the 2007 Law on
sustainable development of rural areas. This concept is linked to a certain volume of work
dedicated to agricultural holdings (an annual work unit) and a volume of income (25 %) arising
from agricultural activities. The quality of the professional farmer is currently required for priority
or preferential access to aid for rural development, the modernisation of holdings, production
rights or rights arising form a national reserve, etc.

— Rejuvenation of the agriculture sector: establishment of new and young farmers

In recent decades, Spain has suffered from the age of its rural and agricultural population. At the
end of 2005, only 6 % of the owners of agricultural holdings were younger than 35 years old,
whereas close to 60 % were 55 years old or older (Eurostat). Support for the establishment of
young farmers is a constant in Spanish Agricultural law and is maintained in the latest
regulations (Art. 16 Law 45/2007).
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— Promotion and recognition of agricultural associations

Spanish agricultural law has traditionally attempted to promote the development of agricultural
activity based on shared ownership of holdings (legal persons), together with individual
ownership (natural persons). This trend remains unchanged today. Therefore, there is a need for
special laws regulating the legal system applicable to associations engaging in agricultural
activities. e.g. (SAT) (agricultural transformation companies —ATSs) (Royal Decree 1776/1981)
or agricultural cooperatives and the Cooperativas de explotacion comunitaria de la tierra
(Common agricultural land holding cooperatives) (Law 27/1999 on cooperatives). The special
laws foster their creation through tax benefits (Law 20/1990 on the tax regime of cooperatives
and ATS), agricultural insurance finance support (Resolution of 15 December 2008), grants
(Order of 22 January 2008, on grants fostering state-wide cooperative integration), aid for the
operation of production organisations, etc. The formation of agricultural associations is sought
through the creation of business structures of a larger size which facility inter-territorial
cooperation and network economies to improve business dimension, efficiency and profitability.
Finally, both in the 2003 Land Lease Law and the 2007 Law on the sustainable development of
rural areas, the function of legal persons or agricultural associations in the performance of
agricultural activities and rural development are recognised. Specifically, their agricultural
professionalism is recognised.

— Protection of the environment and of natural resources through agricultural activity

This is a trend that has recently been strongly consolidated. Environmental sustainability
parameters and requirements are continually being introduced in agriculture. New "territorial
agriculture" is being promoted, where farmers receive aid to direct and provide incentives to their
activity in benefit of the sustainable development of rural areas, and particularly mountain areas
(Art. 16 Law 45/2007). Incentives are provided for "ecological agriculture" or the use of
production systems which are compatible with environmental protection. Efficiency, savings, and
the good use of hybrid resources in rural areas is fostered (Art. 25 Law 45/2007). The foreseen
measures include, inter alia, the following: the effective and efficient use of water for irrigation,
prioritizing of modernisation measures for water saving purposes, the use of regenerated water
(re-usage, purification) for irrigation; the usage of water arising from the desalination of salt and
seawater; economic aid for the removal of irrigation soil; reduction in irrigation in areas with a
scarce supply of water and with environmental values associated with dry crops, etc. Finally the
introduction of compulsory cross compliance for the collection of direct payments has had a
decisive influence in this area: and in particular, on keeping land in good agricultural and
environmental condition (Royal Decree 2352/2004).

— Use of contract administration techniques

This trend has been consolidated in recent years and consists in organizing the distribution of
public support or specific benefits by means of contracts entered into by the government and the
owners of agricultural holdings, which are potential beneficiaries of this support. Examples can
be found in the agri-environmental aid sector (Royal Decree 4/2001; Royal Decree 708/2002),
where the so-called "agri-environmental commitment" undertaken by the owners of agricultural
holdings are regulated. Under this commitment they are obligated to fulfil certain agri-
environmental measures as part of their operations for a minimum of five years. Additionally, in
Law 45/2007 (Art. 16) the "territorial contract of the rural area" is regulated. The territorial
contract is an instrument establishing a group of commitments to be undertaken by the public
authorities and owners of agricultural holdings which direct and provide incentives to their
activity in benefit of the sustainable development of the rural areas. Entering into such contracts
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will be a requirement for benefiting from the prioritisation and preferential attention provided by
this Law.

With respect to new trends, noteworthy are the following:

— Diversification of the economy of rural areas and agricultural activity

As from Law 45/2007, there is a commitment to a general policy for the promotion of economic
diversification in rural areas, by means of new high added value activities. An attempt is being
made to promote the consolidation of the agricultural and food, forestry, game and fish sector in
rural areas. Food safety is also to be increased. Economic activity linked to industry, trade,
tourism and other services will also be supported. Overall, new types of local activities are
considered to be necessary. Specifically, the actions relating directly or indirectly to agriculture
consist in the following: Support of vertical integration processes in the food chain;
implementation of agricultural and food product identification measures in different rural areas;
strengthening of production control and monitoring systems in the different sectors of the agri-
industrial system; improvement of private food tracing instruments through the introduction of
reference territorial sources; promotion of rural tourism through an appropriate management of
offers and the improvement of tourism demand, paying special attention to sustainable tourism
and agri-tourism linked to agricultural activity.

— Model of a "territorial" agriculture holding

The provision of support to territorial agricultural holdings is included within the general
framework of the policy on the sustainable development of rural areas (Law 45/2007). The new
policy promotes the maintenance and improvement of agricultural, livestock and forestry activity
sufficient and compatible with the sustained development of rural area. Territorial agricultural
holdings will preferentially receive public support given their location in priority rural areas
(scarce population, geographic isolation, high level of farming activity, low level of income) or
mountain agricultural areas (elevations of over one thousand metres, average slope of over 20
%, predominantly agricultural vocation, special circumstances limiting agricultural activity).

— Support for women in rural areas and recognition of their work in relation to agricultural
activity

The starting point for this new trend is Article 30 of Organic Law 3/2007, of 22 March, for the
effective equality of men and women. This Article regulates the equality of men and women in
the agricultural sector and rural areas. Also, Article 8 of Law 45/2007 lays down the principle of
equal treatment and opportunities for men and women in the rural area. According to Law
45/2007, positive action measures in favour of women in rural areas, which are aimed at
overcoming and preventing situations of sexual discrimination, can be considered. Women are
to be given priority in sustainable rural development programs. Within the framework of the
promotion of territorial agriculture, if the beneficiary is the women, she shall receive the
maximum support possible. Mainly within the scope of family-owned holdings, women share
agricultural work with men, assuming a large part of this work and contribution both assets and
work. However, such labour lacks sufficient legal recognition, economic value and social
reflection since it does not extend beyond the scope of the family. In this area, one of the first
legislative measures arose from Royal Decree 297/2009, of 6 March. The law promotes the
shared ownership of prioritized agricultural holdings (Law 19/1995) among spouses or partners
with a similar relationship registered in a certain public register. The aim is to extend social
security benefits to women lacking such co-ownership. In principle, this measure will not affect
the civil ownership of the holdings.
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— Creation of advisory services for farmers and agricultural holdings

Royal Decree 520/2006 regulates the entities providing farm advisory services. This novelty is a
result of the reform of the CAP in 2003 and the start-up of the single payment scheme on 1
January 2006 in Spain. The new obligation to meet the legal management requirements and
good agricultural and environmental condition (cross compliance) in order to relieve direct
payments obligated the States to create and promote and advisory services system. In Spain,
almost all the Autonomous Communities have approved laws on a regional level for the
development of their advisory entity system, registration and support for formation (from 2006 to
2008).

— Promotion of agricultural energy crops. Promotion of renewable energies

The EU has adopted new priorities within the framework of Community strategic guidelines for
rural development, approved by means of Decision 2006/144/EC (programming period 2007 to
2013). The new priorities include, inter alia, climate change and renewable energies.
Consequently, Law 45/2007 (Art. 24) promotes measures to adapt rural area activities and uses
for the purposes of climate change. It also fosters the implementation and development of
renewable energies.

For the purpose of producing energy (biomass, biofuel), incentives are provided for the
following: agricultural energy crops meeting sustainability criteria; energy production from
agricultural, livestock and forestry waste in rural areas, biomass arising from operations for the
prevention of fires and sustainable forest management plans; agricultural energy crops adapted
to local circumstances and compatible with the conservation of biodiversity.

Additionally, the maintenance and increase in the benefits of vegetation covers as CO; sinks.

Also, in Spain the production and marketing of solar energy in rural areas, using farming land for
the installation of photovoltaic power plants ("solar farms") is a sector on the rise.

It is possible to make a final and future assessment of the legislation trends discussed. With
respect to the existing trends, | consider that they will continue to be in force and will be
consolidated in the medium term, since the problems they are meant to resolve are currently of
main concern. Issues such as the professionalization of agriculture, the aging of the sector, the
promotion of agricultural associations or the protection of the environment still require legislative
and economic support and impetus from the Government and legislature. As for new trends, and
above all, those driven by Law 45/2007 on the sustainable development of rural areas, which
directly or indirectly affect agriculture, | estimate that they will be developed considerably in
upcoming years, both on a national level and on a regional or autonomous community level.
One reason being the foreseeable entrance of increased financing from the EU for the support
of rural development and the most underprivileged sectors of the population (rural women,
young people) and the promotion of environmental measures .

5. Assessment of the overall role placed by international and European legislation in the
development of agricultural law

The international legislation of the past 15 years has given rise to significant changes and
reforms in European Community and Spanish agricultural law. General principles governing the
traditional common agricultural policy have been modified (e.g. protectionism of European
agricultural production and agriculture prices). New principles of action have strongly emerged
affecting all special agricultural legislation. Notable is the principle of protection of the





















1.1.

1.2.

1.3.

1.4.

What are the main legal developments (legislation and jurisprudence) in recent years,
including the WTO, EU and national law in the following areas, seen from your
national view:

Rural economic law and rural structure law

The new Common Market Policy has of course also been introduced in national
legislation, including the implementation of the so-called Health Check. Main topic of
discussion is whether The Netherlands should move from the historic system to a flat-
rate system. This cannot be done before2011, so the question rises if it is worth while
to change the income subventions, with regard to the expiration of the whole system in
2013.

Rural environmental law

The Nature Conservation Act (Natuurbeschermingswet) is meant to perform the
national implementation of the Habitat Directive, as it gives regulations for the
protection of special protection area’s. Jurisprudence in The netherlands is very strict
on farming. Specially the intensive farms for pigs, poultry and also dairy farming, in a
circle of 10 kilometers cannot move. Any increase of the deposition of ammonia on a
protected area can not be permitted, even if the amount is very little. National
government seekst to realize some possibilities for farmers, but until now this is not
very succesful. Courts find national provisions — such as treshold values — mostly not
in accordance with the European Directive. It has to be considered that almost all
areas have been overloaded with ammonia. The area plans that are made at the
moment have to deal with that. Any increase of ammonia is of course suspect. Recently
jurisprucence shows that even a farm that has a Environmental Permit can not be sure
that — if a Nature Permit is asked — his existing use can be continued undisturbed. On
the contrary: existing use also has to be considered if it is damaging to the protected
areas.

In 2006 a new Manure Act (Meststoffenwet) has come into force. This Act was
necessary, because The Netherlands had not, according to the European Court
(2003), implemented the Nitrate Directive correctly. The Manure Act provides for a
very complicated system of standards for the use of manure on the soil. Standards
depend on the soil characteristics, the crop, etc. There are different standards for
nitrate and phosphat, for specified sources. A very elaborate system of mineral
bookkeeping has to be performed by farmers. If they can not account for mineral
streams ariund ther operation, it is assumed that too much manure has been used on
the land. A governmental fine will follow. There are a lot of legal procedures on this
subject. If farmers can prove, that everything went according to the rules, they may
escape.

Rural nutrition law and rural food law
No observations

Rural land law and rural land-use planning law



1.5.

1.6.

Provincial reconstruction plans on the basis of the Land Reconstruction Act(2003)
designate three sorts of rural areas: extensification areas, agricultural development
areas and mixed purpose areas. The extensification areas are mainly planned around
nature conservation areas(ammonia) and built-up areas (odor). In these areas
intensive farming has to be ended. The idea is that these farms move to the
development areas, where intensification is possible and new farms may be settled.
The replacement of farms is subsidized. However, local communities do not applaud
the settlement of new farms, that take often the form of ‘superstables’. People fear
dust, odor, manure, diseases etc, they form action groups and oppose almost every
application for a permit of intensive farming. All legal means are used, by the public
but also by local authorities. The reconstruction process tends to silt.

In 2007 a new Land Consolidation Act (Sth. 2006, 666) has been introduced. The main
purpose of the nes Act was to decentralize the subvention program (on the basis of the
European Country Development Program) from the national to the provincial
government. Another goal was to provide for a quicker procedure for land
development schemes. Main experience until now is that there is a lot of money to be
spent, but that the coherent planning of developments is rather weak. Rural
development has become rather ad hoc. Also the schemes for reallocation and
reparcelling of land did decrease. Provinces are not familiar with the legal
possibilities.

On January 1% 2007 the new Planning Act came into force. This Act has undergone a
very long preparation procedure. The government decision authority has been
reshuffled between national, provincial and local governmental bodies. The local
Destination Plan is still important but it can be complemented by provincial and
national binding ordinances. It seems that local government is implementing the new
Act in an appropriate manner, except for one important goal: digitalization of plans
and making the plans available on the internet. The regulation on that topic has been
delayed severely.

Rural tax law
No observations
Rural social law

In 2007 new regulations for land lease were introduced. The former Land Lease Act
has been inserted in the Dutch Civil Code, as far as the rights and obligations between
contracting parties are concerned. One of the goals of the operation was a certain
harmonization with company renting, Another purpose was to give the liberal forms of
land lease contract space. These forms can now be used without much restrictions, as
long as there are no buildings included in the lease and the contract is no longer than
six years. The so-called “liberalized land lease contract™ does hardly contain any
protection for the land user, The majority of the regulations still is about ‘regular’
land lease, but it is expected that these contracts will not be used much by owners.
Regular land lease regulations of course do apply on existing contracts. These farmers
still are protected: price control, right to prolongation, buying options, etc. New
leases will be in liberal form. There is not, until now a liberal solution for buildings
(they are left out of the lease often) and thus also not for warehousing. A third goal of



1.7.

2.1.

2.2.

2.3.

the new legislation was the elimination of the protection for hobby farmers. Land lease
is now only land lease in the sense of the law when it concerns professional farming.

There is also a new system for price control of land lease contracts. The lease prices
for regular land lease are maximized by law. Every two years new maximums are
established. The prices depend on the average earnings of farmers in a given area,
and the wishes for a reasonable interest for owners. In September 2009 prices in a
certain area rose with 48%. There is a lot of noise about the system, but it shows that
a farmer that was happy with his regular land lease contract, may have second
thoughts about that.

Other areas of rural law
No observations

Which of the legal development(s) in national law stated above (see point 1), do you
consider of most important practical importance? And why that?

With reference to the WTO or in respect of other international relations

Of course the Common Agricultural Policy is most important to the market position
and hence to the income of agricultural enterprises. The liberalization of world
economics is in good hands of WTO, and does not seem to be worth fundamental
discussion. One might think that national interests and negotiation skills determine the
outcome of discussions. Although agricultural policy finds an own form in
Agreements, the trend is unmistakably liberal.

In respect of the EU

For farmers the EU-CAP is of great importance. Today milk prices may show what to
expect when the European Market Organizations do extinct. Everyday we hear calls
for reintroducing strict quota for main products, and even for the old instruments like
import levies and export subsidies. We will see what happens in the near future.

Of course one is looking for alternative actions. One of them being market co-
operation. As agricultural enterprises are mainly small they have no influence on the
market. Co-operation between producers is attractive, but is very difficult due to
competition law, also a EU-concern. For these small enterprises it is hard to
understand that in the free market they are crushed by traders and retailers in mega-
companies, but that every attempt to get a market position is torpedoed by competition
law authorities.

The implementation of European Directives on nature and environment in The
Netherlands is not always a smooth operation. Nitrate Directive, Habitatdirective,
IPPC-directive, Water Framework Directive, all provide for numerous difficulties.
The Netherlands is a densely populated country, where protection of one interest
always strongly interferes with other interest. Above that, Dutch government do not
take the Directives as a minimum standard but often provide for national headings.

without international or european law reference



3.1.

3.2.

The new land lease regulations have a rather big impact on the situation of farmers
that depend on lease. Lease prices are much discussed.

Which of the above (see point 1) stated legal developments you consider
as particularly successful? State why?

The Manure Act is considered rather successful. There is not a great difference with
the regulations that were used before, and that were disputed often, but farmers may
be used to this kind of detailed regulation by now. Habituation could be a success
factor.

as particularly unsuccessful? State why?

If one had to choose | would mention the Nature Conservation Act. It not only took
seven years to formulate texts that could be considered in line with the Habitat
Directive, but it took a lot of time to designate the protected areas and it will take a lot
of time to establish the management plans. In the meantime jurisprudence does not
give a millimetre of space for farmers, while government bodies and farmers
organizations come up with solutions that are evidently not in line with the European
directives. The Natura 2000 has become a headache-file. This even becomes more
evident since the farmers that cannot obtain a permit are confronted with the cross
compliance demands for a permit. It is feared that the income support will be cut
down.

On another level, that of legal techniques, a lot could be said about the new land
lease regulations. Legislation was rather sloppy, which gives some uncertainty in
legal positions and procedures. The act will be evaluated in 2010. That is an
opportunity for improvements.

Can you make out, considering the above developments, new or already existing
trends? How do you assess future developments in that issue?

One of the trends may be that agriculture is losing the special position that it had in
the past. As every enterprise agriculture will have to operate in liberalized markets. In
rural areas agriculture has no longer a privileged position, but it stands on the same
level as other interest like housing and nature. In tax law agricultural enterprises are
more and more considered as normal firms, fiscal provisions for agriculture tend to
disappear. For the future the main discussion will be: is a special position for
agriculture justified? Agriculture can no longer depend on the traditional arguments
for this special position. One more recent justification for income support is that
farmers do manage the landscape for free. This is a poor argument. Farmers exploit
the land. There is no point in paying farmers for not spoiling the land.

How do you assess the overall role of international and European legislation for the
development of rural?

European legislation is very important for agriculture. In fact, agriculture seems to be
the field where international en European rules are most extensive. Not only market
regulations are evident, but one only has to think of plant protection and veterinary
regulations, that almost have no national component. In some areas it may be



considered useful to re-nationalize policies. We should not so much think about
renationalizing common agricultural policies, but in the field of nature conservation
and environmental policies a national angle may be appropriate. There is a lot of
talking about the ‘“level playing field” but that idea may be considered utopious.

How do you assess the overall role of international and European jurisprudence for the
development of law in rural areas?

No observations

How do you assess the overall influence of your national legislature on the
development of rural law?

The overall influence of national legislation is less important than it was before. Only
in the field of environment and physical planning the influence is still important.

How do you assess the overall influence of your national jurisprudence concerning the
development of law in rural areas in your country?

In certain areas legislation is not adequate. Judges can review national legislation in
regard to European law. In the case of Natura 2000 for instance, jurisprudence rules
the waves, not the legislator. Overall influence of national jurisprudence is very
important in details of legislation.

Current question: Can you considering the debate about competition between food and
biofuel production, make out any legal developments? Does your national legal
system ensure measures for sufficient food production?

There are no national measures for food certainty.



