No. 1205
ACT ON
| NTEREST SUBSI DY FOR RI GHT- OF- OCCUPANCY HOUSI NG LOANS
Decenber 17, 1993

Section 1
Scope of application

| nterest subsidy can be paid out of State funds for |oans
granted by a deposit bank, credit institution, insurance com
pany, pension institution or |local authority (/ender) for a
ri ght-of-occupancy building as referred to in section 1 of
the Act on Ri ght-of-Cccupancy Housing (650/90). This Act
refers to such loans as 'interest-subsidy | oans’.

Under this Act, no interest subsidy is paid if the borrower
is paid interest subsidy for the same purpose under sone
other law or if the borrower has been granted a | oan for the
sanme purpose by the Housing Fund of Finland or from other
State funds. The interest subsidy can, however, be paid if

t he above-nenti oned | oan has been repaid.

Section 2
Approval authorization for interest-subsidy |oans

I nt erest-subsi dy | oans can be approved within the authoriza-
tion limts confirnmed in the State budget.

The Council of State can confirmthe regional and ot her use
criteria for the approval authorization of the | oans. The
aut hori zation can be applied to projects recommended by a

| ocal authority if the general conditions are net.

The interest subsidy under this Act shall be allocated
according to housing needs in different regions and nunici -
palities.
Section 3
I nt erest-subsidy | oans

An interest-subsidy | oan can be granted:

1) to build a new right-of-occupancy building (/oan to build
a right-of-occupancy buil di ng)

2) to purchase a right-of-occupancy building (/oan to pur-
chase a right-of-occupancy building) or

3) to renovate a right-of-occupancy building (/oan to reno-
vate a right-of-occupancy building).

The purchase of a building shall be equated with new con-
struction if no nore than one year or, for special reasons,



two years have passed since the buil ding supervision author-
ity approved the building for use.

"Renovation’ refers to neasures ainmed at:

1) enhancing the original anenity standard or other quality
of a dwelling or residential building, or the yard area or

ot her i nmmedi ate surroundi ngs thereof, or restoring the origi-
nal standard or quality, or a standard or quality conparable
to new, by neans other than annual repairs; or

2) converting or enlarging existing facilities, primarily

into housing or related facilities.

Section 4

I nterest-subsidy |oan recipients

I nt erest-subsi dy | oans can be granted:

1) to a local authority or other public corporation;

2) a corporation engaged in the renting or production and
upkeep of housing on social grounds and designated by the
Housi ng Fund of Finland in section 22, subparagraph 2, of the
Act (1189/93) on State-Subsidi zed Housi ng Loans ( ARAVA Act)
or earlier nom nated by the Council of State under section 6,
par agraph 1, subparagraph 8, of the Housing Production Act;
and

3) alimted-liability conpany which is de jure and de facto
owned by one or nore than one of the corporations referred to

i n subparagraphs 1 or 2.

Section 5

General conditions for approval as an interest-subsidy |oan

Dwnel i ngs for which an interest-subsidy |oan is granted shall
be appropriate in terns of habitability, the |[iving environ-
ment functional, and the cost of a new buil ding, purchase or
renovation, and of upkeep and |iving reasonable. Contracts

for new construction and renovation shall be awarded on the
basis of conpetitive bidding unless the Housing Fund of Fin-
| and grants an exception for a special reason. The Mnistry



of the Environnent is entitled to issue regulations and
instructions on the provisions of this section.

A loan to purchase a right-of-occupancy building can only be
granted if housing construction in the area in question is
not justified in view of the |ong-term housing need and if
purchasing a building is nore affordabl e than construction of
a conpar abl e new bui |l di ng.

Section 6

Anmount of i nterest-subsidy |oans

The amount of a loan to build a right-of-occupancy buil ding
shal |l be at nost 85 per cent of the approved buil ding costs
concerned and of the reasonable cost of purchasing the | ot
and installing runicipal engineering.

The amount of a | oan to purchase a right-of-occupancy buil d-
ing shall be at nobst 85 per cent of the approved purchase
price concer ned.

The amount of a loan to renovate a right-of-occupancy buil d-
ing shall be at nost 85 per cent of the approved renovation
costs. The loan can al so be determ ned as the nmaxi mum anount
in marks per right-of-occupancy building or apartnent or per

net square netre thereof.

The Council of State can confirmthe nmaxi num cost and price
acceptable for |Iots and the maxi mum anount of | oans to reno-
vate a right-of-occupancy buil ding.

Section 7

Terns of an interest-subsidy |oan



The interest charged by the I ender on an interest-subsidy
| oan shall not exceed the interest generally applied by the
| ender at the tine to | oans granted for sim|lar purposes.

Section 8

I nt erest subsidy

The interest subsidy shall be paid for a maxi num of 20 | oan
years. More detailed regulations on the amobunt and paynent
period of the interest subsidy, the mninmmloan period and
general terns and conditions of interest-subsidy |oans wll
be issued by the Council of State.

The State Treasury shall pay the interest subsidy to the
| ender or a corporation authorized by the | ender.

Section 9
Aut hority approving the interest-subsidy |oan

The Housi ng Fund of Finland shall decide whether to approve
the I oan as an interest-subsidy | oan. The Housi ng Fund shal
ascertain that the general conditions laid down in section 5
are net when the loan is approved.

Section 10
Suppl enent ary St at e guar ant ee

The State shall be liable to the | ender for any irrecoverable
| osses of the principal and interest on a loan to build a

ri ght-of -occupancy building due to the insolvency of the
debtor, to the extent that the funds accruing fromthe col -

| ateral securing the loan are insufficient to cover the prin-
cipal and interest outstanding on the |oan. The State shal

be liable for:



1) anortization and interest paynents outstanding which have
fallen due within 30 years of withdrawal of the first instal-
ment of the interest-subsidy |oan, and (27.10.1995/1206)
2) penalty interest accruing on itens referred to in subpara-
graph 1 until the I ender receives paynent for its clains.

Section 11
Restrictions related to an interest-subsidy |oan

The Act on Ri ght-of-Cccupancy Housing contains provisions on
restrictions concerning any change in the use and assi gnnment
of a building financed with an interest-subsidy |oan or in
the shares of the conpany owni ng the right-of-occupancy
building or in the corporate formof the owner. An entry con-
cerning these restrictions shall be made in the |land and
nortgage registers, on the share certificates and in the

share register

Section 12
Term nation of interest subsidy

If the interest-subsidy loan is repaid in full, paynment of
the interest subsidy shall cease as of the repaynent date of
the loan. Followi ng the assignnent of the building, the

i nterest subsidy can be paid only if the new owner of the
building is a corporation as referred to in section 4, which
assunes responsibility for the interest-subsidy | oan.

Section 13 (3.3.1995/299)
Suspensi on of interest subsidy

I f the borrower has used the interest-subsidy |oan for a pur-
pose other than that laid down in this Act or, when applying
for approval as an interest-subsidy | oan, has provi ded essen-



tially false information or concealed information materially
af fecting approval of the loan, the State Treasury can sus-
pend paynent of the interest subsidy. The borrower can then
be ordered to refund to the State the interest subsidy paid
on the | oan. The borrower shall also pay on the interest sub-
sidy to be refunded an annual interest at the rate specified
in section 4, paragraph 3, of the Interest Act. If the refund
and interest are not paid by—wthin the specified tine, the
borrower shall be further required to pay penalty interest on
the sum due as of the due date at the rate referred to above.

Section 14

Supervi si on

The Housing Fund of Finland, State Treasury, local authority
and | ender shall see to it that use of the |loan and the inter-

est subsidy conformto this Act.

The | ender and borrower shall provide the Housi ng Fund of
Finland, State Treasury and |ocal authority with any inforna-
tion needed to establish that the interest-subsidy |oan has
been used for the approved purpose in conpliance with this
Act and any rules and regul ations issued under it, and that
the terns of the | oan have been ot herw se observed.

Section 15
Appeal

A deci sion made by the State Treasury under section 13 can be
appeal ed to the provincial admnistrative court in the manner
provided in the Adm nistrative Appeal s Act (154/50).

(27.10. 1995/ 1206)

A deci sion nade by the Housing Fund of Finland or the provin-



cial admnistrative court shall not be appeal ed.

Section 16
More detail ed provi si ons

More detailed provisions on the inplenentation of this Act
w Il be issued by decree if necessary.

Section 17
Entry into force

This Act cones into force on January 1, 1995.

Measures needed to enforce this Act may be taken before it
comes into effect.



