No. 1189
ACT ON STATE- SUBSI DI ZED HOUSI NG LOANS ( ARAVA LOANS)
Decenmber 17, 1993

Chapter 1
Gener al Provi sions

Section 1
Scope of application

St at e- subsi di zed housi ng | oans (ARAVA [ oans) shall be granted
out of the funds of the Housing Fund of Finland to build, pur-
chase and renovate owner-occupi ed, rental and right-of-occu-
pancy dwellings as provided in this Act.

Under this Act, no loan shall be granted for dwellings for
which a |l oan or interest subsidy can be granted fromthe
Agricul tural Devel opnent Fund under the Rural Businesses Act
(1295/90) or other |egislation.

Section 2
Types of ARAVA | oans

ARAVA | oans can be granted for building, which refers to
bui I ding one or several residential buildings, or for pur-
chasing, which refers to the purchase of one or several
apartnments or other residential facilities fromthe existing
bui | di ng stock. The purchase of a | ot can be included in the
bui I di ng and purchase of dwellings. The degree to which the
purchase of a newy conpleted building or apartnent shall be
regarded as new buil ding shall be |laid down by decree.

St at e- subsi di zed housing | oans can al so be granted for reno-
vat i on wher eby:

1) the original anenity standard or other quality of a dwell -
ing or residential building, or the yard area or other inme-
di ate surroundi ngs thereof, is enhanced or the original
standard or quality, or a standard or quality conparable to
new, is restored wth neasures other than annual repairs; or
2) existing facilities are converted or expanded mainly into
dwel l'ings or related prem ses.

Section 3
Aut hori zation and fundi ng of ARAVA | oans

ARAVA | oans can be granted within the limts set for the
grant authorization confirmed in the State budget.



The Council of State shall confirmregi onal and ot her grounds
for authorization of the loans. Wthin these limts, the Mn-
istry of the Environnent can approve the necessary grant

aut hori zations for individual |ocal authorities as proposed
by the Housing Fund of Finland. The | ocal authority shal
select the projects for which the authorization can be used
if the general conditions for granting ARAVA | oans are net.
The Act on the Housing Fund of Finland (1144/89) contains
provi sions on financi ng ARAVA | oans t hrough anortizations and
interest incone accruing to the Housing Fund from | oans

grant ed, borrow ng approved in connection with the State bud-
get, securitization of ARAVA | oans and appropriations trans-
ferred to the Housing Fund, or in sone other manner. The
Housi ng Fund shall control paynent of the |oans.

Section 4
ARAVA | oan aut horities

ARAVA | oans are granted by the Housing Fund of Finland and

| ocal authorities as prescribed in nore detail by decree. A
| ocal authority shall provide the Mnistry of the Environnment
and the Housing Fund with the plans, information and docu-
ments necessary for the inplenentation of ARAVA | endi ng.

The State Treasury shall pay and col |l ect the ARAVA | oans
granted by the Housing Fund and | ocal authorities the |oans
granted by them

The duties and responsibility of a local authority in respect
of ARAVA | oans rest with the | ocal authority where the object
of the loan is |located unless the |ocal authorities agree

ot herwi se anong t hensel ves.

Section 5
General conditions for granting ARAVA | oans

ARAVA | oans shall be granted for the inprovenent of housing
conditions on the basis of social appropriateness and finan-
cial need. The Council of State shall determ ne nore detailed
grounds for granting ARAVA | oans.

Subsi di zed dwel i ngs shall be appropriate in terns of habit-
ability, their living environnment functional, and the cost of
a new bui I di ng, purchase or renovation, and of upkeep and

i ving reasonabl e. New buil di ng and renovati on shall be based
on conpetitive bidding, wth the exception of building on

residents’ own initiative, unless the Housing Fund of Finland
grants an exception for a special reason. The Mnistry of the
Environnment is entitled to issue regulations and i nstructions



on what is decreed in this paragraph.

Before an ARAVA |l oan is granted, the borrower nust be judged
to neet sufficient conditions for repaying the | oan.

The authority granting the ARAVA | oan shall verify that the
general conditions laid down in this section exist when the
| oan is granted.

Section 6
Restrictions related to use and assi gnnent

The Act on the Use, Assignnent and Redenption of State-subsi-
di zed (ARAVA) Rental Dwellings and Buildings (1190/93) and
the Act on Ri ght-of-Cccupancy Housing (650/90) |ay down
restrictions on the use and assi gnnent of an ARAVA resi den-
tial building and of shares in the conmpany owning it, plus an
ARAVA apartnment and shares entitling the holder to its pos-
session. An entry on the restrictions shall be made in the

| and and nortgage registers, on the share certificates and in
the share register (restrictive entry).

Only what is valid in respect of the ARAVA | oan deci sion and
transfer of the |l oan shall apply to the use and assi gnnent of
ARAVA owner - occupi ed housi ng.

Chapter 2
ARAVA | oans for owner-occupi ed housi ng

Section 7
Types of ARAVA [ oan for owner-occupi ed housi ng

An ARAVA | oan for owner-occupi ed housing can be granted to a
private person

1) to build a new one-fam |y house (one-fam |y house | oan)
2) to purchase a one-famly house (/oan to purchase a one-
fam |y house);

3) for shares entitling the holder to the possession of an
apartnent in a housing conpany buil di ng under construction or
recently conpl eted and approved as eligible for an ARAVA | oan
(apartnent | oan);

4) to purchase shares entitling the holder to the possession
of an apartnent in an existing housing conpany buil ding (/oan
t o purchase housi ng conpany shares); or

5) to renovate a one-fam |y house (/oan to renovate a one-
fam |y house)

when these are to be used as the borrower s residence.

A | oan to purchase housi ng conpany shares can al so be granted



to a person who is entitled to redeemthe dwelling in accor-
dance with the Act on the Use, Assignnent and Redenption of
St at e- subsi di zed (ARAVA) Rental Dwellings and Buil dings.

Housi ng conpani es can be granted a short-term ARAVA | oan for

the construction of a housing conpany buil ding (construction-
tinme loan). That part of a construction-tine |oan correspond-
ing to an apartnent can be entirely or partly converted into

an apartnent loan or into a rental dwelling loan referred to

in section 13, paragraph 1, subparagraph 3.

An ARAVA | oan can be granted to a housi ng conpany or ot her
corporation owning a building wwth at |east two apartnents
for renovation (corporation’s renovation |oan). |In respect of
the part corresponding to the apartnent, a corporation’s ren-
ovation loan can be entirely or partly converted into one to
be paid by the owner of the apartnent (apartnent renovation
I oan) .

A loan to purchase a one-fam |y house or housing conpany
shares, with the exception of a purchase |oan for the redenp-
tion of a dwelling, can be used to acquire only a one-famly
house or an apartment for the construction or purchase of

whi ch no ARAVA | oan has been granted previously or a | oan
granted has been repaid. Gant of this |oan presupposes that
the construction of housing in the area concerned is not jus-
tified considering the | ong-term housi ng need, and that pur-
chasing the dwelling is nore econom cal than building a new
conpar abl e dwel |'i ng.

Section 8
Conpetent authority in matters related to ARAVA | oans for
owner - occupi ed housi ng

A local authority shall grant an ARAVA | oan for owner-occu-
pi ed housing to a private person.

A construction-tine | oan and a corporation’s renovation | oan
shal |l be granted by the Housing Fund of Finland. The corpora-
tion s renovation | oan shall, however, be granted by a | oca
authority if there are at nost two apartnents in the building
foll ow ng the renovati on.

In respect of the part corresponding to an apartnent, a | ocal
authority shall decide whether to convert a construction-tine
|l oan into an apartnent | oan or a rental dwelling |oan, and a
corporation’s renovation |oan into an apartnment renovation

| oan.



Upon a local authority’ s application, the Mnistry of the
Envi ronment can transfer the Housing Fund's authority in the
case of a construction-tine |oan and a corporation s renova-
tion loan to the |local authority either entirely or partly.
Upon the |local authority’s application or for a special rea-
son, the Mnistry can cancel the transfer of authority.

The Housing Fund shall approve the housi ng conpany buil di ng
to be built as eligible for an ARAVA | oan before an apart nent
| oan can be granted.

Section 9
ARAVA | oans for owner-occupi ed housi ng
col l ected in annual paynents

ARAVA | oans for owner-occupi ed housi ng which are collected in
annual paynents are the one-famly house |loan, the loan to
purchase a one-fam |y house, apartnent |oan and the loan to
pur chase housi ng conpany shares.

The annual paynment, which is collected each year in two

i nstal ments, includes interest on the | oan and anortizati ons.
Interest on the loan has priority in the annual paynents. The
anount of the annual paynment can be determ ned either in such
a manner that it always includes at least the entire inter-
est, or that the annual paynent is insufficient to pay the
entire interest, in which case the remaining interest is
added to the principal.

Section 10
Amount of ARAVA | oans for owner-occupi ed housing col l ected in
annual paynments

ARAVA | oans for owner-occupi ed housing collected in annual
paynments shall be at nost 80 per cent of the | oan val ue of the
object of the loan. A loan to purchase housi ng conpany
shares, granted to redeem an ARAVA rental dwelling, shall,
however, be at nobst 80 per cent of the redenption price
referred to in section 12 of the Act on the Use, Assignment
and Redenption of State-subsidized (ARAVA) Rental Dwellings
and Buil dings. The | oan can al so be the nmaxi mum |l oan in Finn-
i sh marks determned for a one-fam |y house or an apart nent
or per net square netre.

Provisions on the interest and anortization included in the
annual paynent, rem ttance and adjustnent of the annual pay-
ment and the fixed interest charged on the | oan before the
first annual paynent takes effect wll be |laid down by

decr ee.



Section 11
ARAVA | oans for owner-occupi ed housi ng ot her than those col -
l ected in annual paynents

A construction-tinme |oan shall be at nost 80 per cent of the
| oan val ue of the object of the |loan and a corporation’s ren-
ovation |loan, a one-famly house renovation | oan and an
apartnent renovation |oan at nost 60 per cent or, if the
object is valuable in terns of cultural history or architec-
ture, at nost 80 per cent of the approved renovation costs.
The | oan can al so be the maxi mum |l oan in Finnish marks deter-
m ned for a one-fam |y house or an apartnent or per net
square netre.

The | oan period of a construction-tinme |oan shall be at nost
two years. The | oan period of a corporation’ s renovation | oan
shal |l be at nost 10 years and that of one-famly house and
apartnment renovation | oans at nost 25 years.

Provisions on the interest on construction-tine | oans, corpo-
ration’s renovation | oans, one-famly renovation | oans and
apartnent renovation | oans, plus the remttance of interest
and anortizations, will be |aid down by decree.

Section 12
Transfer of an ARAVA | oan for owner-occupi ed housi ng

I f the object of an ARAVA | oan for owner-occupi ed housing
beconmes the property of a local authority, the ARAVA | oan
shal | becone the | ocal authority’s responsibility. O herw se,
the transfer of an ARAVA | oan or part thereof requires that
t he new owner of the object of the |oan neets the conditions
concerning the recipient of the loan in question based on an
act or rules or regulations issued under it. The State Trea-
sury shall decide on the transfer of a |oan granted by the
Housi ng Fund of Finland and |ocal authorities on |oans
granted by them If the transfer of the loan is not approved,
the State Treasury or local authority shall call in the |oan
for imedi ate paynent.

A decision concerning the transfer of an ARAVA | oan for
owner - occupi ed housi ng and col | ected i n annual paynents shal
at the sane tine prescribe the | evel and anount of the annual
paynment corresponding to the changed situation.

Chapter 3
ARAVA Loans for Rental Housing



Section 13
Types of ARAVA |oan for rental housing

An ARAVA | oan for rental housing can be granted:

1) to build a new rental building (rental building |oan);

2) to purchase a rental building (/oan to purchase a rental
bui I di ng);

3) for shares entitling the holder to the possession of an
apartnent to be used as a rental dwelling in a housing com
pany buil di ng under construction or recently conpl eted and
approved as qualifying for an ARAVA | oan (rental dwelling

| oan);

4) to purchase shares entitling the holder to the possession
of an apartnent to be used as a rental dwelling in an existing
housi ng conpany buil ding (/oan to purchase a rental dwell -
ing); or

5) to renovate a rental building or an apartnent to be used as
a rental dwelling (/ong-termrenovation |oan for rental hous-
i ng or short-termrenovation |oan for rental housing).

The loan to purchase a rental building or a |loan to purchase
a rental dwelling can be used to purchase a rental building
or an apartnent for the construction or purchase of which no
ARAVA | oan has been granted earlier or a |oan granted has
been repaid. If the loan is used to purchase a dwelling for
use by a person other than one who is honel ess, a refugee, a
Romany or in a conparable special group, it can only be
granted if:

1) construction of housing in the area concerned is not jus-
tified considering the |ong-term housi ng need, unless the
reci pient of the loan is a |ocal authority or a conpany owned
de facto by a | ocal authority; and

2) purchasing the dwelling is nore econom cal than building a
new conpar abl e dwel I i ng.

Section 14
Conmbi ned | oan

When a long-termrenovation [ oan for rental housing is
granted to a rental building, any principal outstanding on a
| oan granted under this Act or the Housing Production Act
(247/66) for new building, purchase or renovation and col -

| ected in annual paynents shall be conbined with it.

The conbi nati on of | oans shall cone into force on the date as
of which the first annual paynent on the conbined loan is
det er m ned.

In the case of a conbined | oan, the borrower shall informthe



State Treasury, unless the State Treasury has stipul ated gen-
erally otherwi se, of any |oans approved with priority higher
t han that of an ARAVA | oan, and of their terns, plus any other
| ater changes in the loan terns which materially affect capi-
tal expenditure.

VWhat is provided on a long-termrenovation |oan for rental
housi ng shall apply to a conbi ned | oan unl ess ot herw se pre-
scribed later in this Act or rules or regulations issued
under it.

Section 15
Reci pi ents of ARAVA |oans for rental housing

ARAVA | oans for rental housing can be granted:

1) to a local authority or other public corporation;

2) corporations engaged in insurance business;

3) a corporation engaged in the renting of housing on socia
grounds and so desi gnated by the Housing Fund of Finland; and
4) alimted-liability conpany which is owned de facto by one
or several of the corporations referred to in subparagraphs
1-3.

A rental building |loan can also be granted to a housing com
pany and a | ong-term and short-termrenovation | oan for
rental housing to sone other |oan applicant.

Section 16
Conpetent authority in nmatters connected with ARAVA | oans for
rental housi ng

Arental dwelling loan and a | oan to purchase a rental dwell -
ing shall be granted by a | ocal authority. The |oan shall,
however, be granted by the Housing Fund of Finland if the
applicant is a corporation which engages in nati onw de pro-
curenment of housing mainly for the honel ess, refugees or
Romani es.

The rental building |oan, the |oan to purchase a rental
bui | di ng and the | ong-termand short-termrenovation | oan for
rental housing shall be granted by the Housi ng Fund. The
rental building loan and the |oan to purchase a rental build-
ing, if there are at nost two apartnents in the building, and
the long-termand short-termrenovation | oan for rental hous-
ing, if there are at npbst two apartnents in the buil ding
after renovation, shall, however, be granted by a | ocal

aut hority.

Upon a local authority’s application, the Mnistry of the



Envi ronnment can transfer the Housing Fund’'s authority in
respect of granting ARAVA | oans for rental housing to a | ocal
authority either entirely or partly. Upon the | ocal author-
ity's application or for a special reason, the Mnistry can
cancel the transfer of authority.

For a rental dwelling |oan to be granted, the Housing Fund
shal | approve the housing conpany building to be built as
eligible for an ARAVA | oan.

Section 17
ARAVA | oans for rental housing collected in annual paynents

Rental |oans other than the short-termrenovation | oan for
rental housing are ARAVA | oans for rental housing to be col -
| ected in annual paynents.

The annual paynment, which is collected each year in two

i nstal ments, includes interest on the | oan and anortizati ons.
Interest on the I oan has priority in the annual paynents. The
anount of the annual paynment can be determ ned either in such
a manner that it always includes at least the entire inter-
est, or that the annual paynent is insufficient to pay the
entire interest, in which case the remaining interest is
added to the principal.

Section 18
Ampbunt of an ARAVA loan for rental housing collected in
annual paynents

ARAVA | oans for rental housing, collected in annual paynents,
shal |l be at npbst 95 per cent of the |oan value of the object
of the loan, and |long-termrenovation |oans for rental hous-
ing at nost 95 per cent of the approved renovation costs. The
| ong-termrenovation | oan for rental housing can also be the
maxi mum |l oan in Finnish marks determ ned for a rental build-
ing or an apartment or per net square mnetre.

Provisions on the interest and anortization included in the
annual paynent, remttance and adjustnent of the annual pay-
ment, reduction of the annual paynent for a special reason
and the fixed interest charged on the | oan before the first
annual paynent takes effect will be laid down by decree.

Section 19
Paynent of a short-term renovation | oan for rental housing

Short-termrenovation |oans for rental housing shall be at
nost 60 per cent or, if the object is valuable in terns of



cultural history or architecture, at nost 80 per cent of the
approved renovation costs. The | oan can al so be the nmaxi mum
loan in Finnish marks determned for a rental building or an
apartment or per net square netre.

The | oan period of a short-termrenovation |oan for rental
housi ng shall be at nost 10 years. Provisions on remttance
of the interest on the |oan and anortization will be laid
down by decree.

Section 20
Transfer of an ARAVA |oan for rental housing

| f the object of an ARAVA | oan for rental housi ng becones the
property of a local authority, the |oan shall becone the

| ocal authority’s responsibility. Otherwi se, the transfer of
an ARAVA | oan or part thereof requires that the new owner of
the object of the |loan neets the conditions concerning the
reci pient of the loan in question based on an act or rules or
regul ati ons issued under it. The State Treasury shall decide
on the transfer of a |oan granted by the Housi ng Fund of Fin-
| and and | ocal authorities on |loans granted by them If the
transfer of the loan is not approved, the State Treasury or

| ocal authority shall call in the |oan for imedi ate paynent.

Chapter 4
ARAVA Loans for a Right-of-CQOccupancy Buil di ng

Section 21
Types of ARAVA |oan for a right-of-occupancy buil di ng

An ARAVA | oan can be granted for the construction of a right-
of -occupancy building as referred to in section 1 of the Act
on Ri ght-of-Qccupancy Housing as a rental building |oan, for
a purchase as a |loan to purchase a rental building, and for
renovation as a long-termor short-termrenovation | oan for
rental housi ng.

Section 22
Reci pi ents of ARAVA | oans for a right-of-occupancy buil di ng

An ARAVA | oan for a right-of-occupancy buil ding can be

gr ant ed:

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 so designated by the
Housi ng Fund of Finland; and

3) alimted-liability conpany which is owned de facto by one
or several of the corporations referred to i n subparagraphs 1



or 2.

Section 23
O her terns

The anmount of an ARAVA | oan for a right-of-occupancy buil di ng
as a rental building loan and a |oan to purchase a rental
bui |l di ng shall be at nost 90 per cent of the | oan val ue of the
obj ect of the loan. O herwi se, what is prescribed or provided
on a rental building loan, a |oan to purchase a rental build-
ing or a long-termor short-termrenovation |loan for rental
housi ng shall apply to a right-of-occupancy | oan, unless oth-
erwi se provided in this or sone other act or regul ations

i ssued under them

Chapter 5
Tot al Maxi mum Anmount of Loans, Col |l ateral
and State guarantee
Section 24
Tot al maxi num anount of an ARAVA | oan and anot her | oan

When an ARAVA |oan is granted, the total anount of an apart-
ment | oan and apartnent renovation | oan and | oans with hi gher
priority and the proportion of housing conpany |oans cal cu-

| ated per apartnent may not exceed 90 per cent of the build-
ing’s acquisition value confirnmed as the apartnent’s share.
The total ampunt of sone ot her ARAVA | oan for owner-occupi ed
housi ng and | oans with higher priority may not exceed 90 per
cent of the acquisition value of the object of the |oan or, in
the case of a |l oan to purchase housi ng conpany shares granted
to redeem an ARAVA rental dwelling, of the redenption price
referred to in section 12 of the Act on the Use, Assignnment
and Redenption of State-subsidized (ARAVA) Rental Dwellings
and Rental Buil dings. The total amount of an ARAVA | oan for
rental housing and sone other | oan may not exceed 95 per
cent, cal cul ated on correspondi ng grounds, but in the case of
a short-termrenovation loan for rental housing 90 per cent,
of the above-nentioned acquisition val ues.

Section 25
Col | at er al

As security for the repaynent of an ARAVA | oan, the shares
entitling the holder to the possession of the apartnent shal
be given as a pledge or a secondary nortgage on them or a
nort gage or some other collateral nust be acquired and suffi -
cient additional security given, if necessary. As security
for the repaynent of a long-termrenovation |oan for rental



housi ng, coll ateral which exceeds the principal, but not nore
than one and a half tines, can be required, depending on the
applicant’s repaynent capacity.

The authority granting the | oan shall approve the collateral.
No additional security can be required later. The State Trea-
sury can accept tenporary collateral for an ARAVA | oan
granted by the Housing Fund of Finl and.

If the borrower is a local authority or a joint nunicipal
board no collateral shall be required.

Section 26
Loans approved with higher priority than ARAVA | oans

When granting an ARAVA | oan for owner-occupi ed housing, a

| ocal authority can accept, as collateral for a | oan needed
as a down paynent, pledging of the shares entitling the

hol der to possession of the apartnment or a confirmation of a
nortgage with higher priority than an ARAVA | oan. The perm s-
sion of the local authority nust be gained for reuse of such
col | at er al

When granting a | oan to purchase a rental building or a reno-
vation loan for rental housing, the Iending authority can
accept a nortgage with higher priority as security for repay-
ment of sonme other |oan. A nortgage can be confirnmed as secu-
rity for the repaynent of sone other |oan wi th higher
priority than an ARAVA |oan for rental housing, if the State
Treasury, in respect of a loan granted by the Housi ng Fund of
Finland, and the local authority, in respect of a |oan
granted by it, gives permssion for this for a special rea-
son. The reuse of such collateral requires the permssion of
the local authority in respect of a |loan granted by it and
otherwi se of the State Treasury.

Section 27
St at e guar ant ee

State guarantees can be granted within the limts confirned
in the State budget when ARAVA | ending so requires. Provi-

sions on granting the guarantee and its terns will be laid

down in nore detail by decree.

Chapter 6
Rel ati onshi p between the State and a Local Authority in ARAVA
| endi ng

Section 28



Debt rel ati onshi ps

A local authority grants ARAVA |loans within its jurisdiction
out of funds which the Housing Fund of Finland allocates to
it inthe formof aloan fromthe State (doubl e debt rel ati on-
ship). No prom ssory note shall be drafted between the State
and the local authority on a |oan thus received by the |at-
ter.

I n ARAVA | oans granted by the Housing Fund, the borrower is
indebted to the State and in | oans granted by a | ocal author-
ity to the said local authority. A conbined |oan is regarded
inits entirety as a | oan granted by the authority which
granted the new | oan.

Section 29
Rem ttances to the State by a | ocal authority

A | oan obtained by a local authority fromthe State under
section 28 shall be repaid to the State Treasury in the man-
ner that recipients of ARAVA | oans nust repay their loans to
the local authority. If borrowers pay nore than the | oan
ternms require, the local authority shall forthwith repay its
debt to the State accordingly. If, under an agreenent con-
cluded with the | ocal authority, a private person who has
been granted an ARAVA | oan for owner-occupi ed housi ng pays
interest or anortizations to the local authority in a nunber
of instal nents exceeding that required in the | oan terns, the
| ocal authority shall, however, repay its debt to the State
according to the | oan terns.

Section 30
Securitization of ARAVA |oans granted by a | ocal authority

The Housi ng Fund of Finland has the right to securitize ARAVA
| oans granted by a |l ocal authority, having obtained its per-
m ssi on. Housi ng | oans under a doubl e debt rel ati onshi p which
were granted to private persons by the National Housing Board
before 1981 shall al so be regarded as ARAVA | oans granted by
a local authority. Securitization of ARAVA | oans does not
change the doubl e debt rel ati onshi p.

Section 31
Di vision of responsibility

If a recipient of an ARAVA | oan who has a debt relationship
with a local authority has becone permanently insolvent, the
State Treasury shall decide that the State shall be liable

for 50 per cent of the uncollected part of the ARAVA |oan. If



repaynment is still nmade to a local authority after this divi-
sion of responsibility, the funds obtained shall be distrib-
uted between the State and the local authority in the sane
proportion.

Section 32
Consent of the Housing Fund of Finland

If a local authority, a joint nunicipal board or a limted-
liability conpany owned de facto by themis the applicant
for a rental building loan to be granted by a | ocal author-
ity, the consent of the Housing Fund of Finland is required
before the loan is granted.

Section 33
Calling in a local authority |oan

For wei ghty reasons, the Housing Fund of Finland can call in
for inmmedi ate repaynent, either entirely or partly, a |oan
obtained by a |ocal authority fromthe State under section 28
when the local authority has acted contrary to this Act or
rules or regul ations issued under it.

If the loans fromthe State included in the local authority’s
paynent instal nent are based on securitized ARAVA | oans and
the instalnment is del ayed beyond 30 days fromthe due date,

t he Housing Fund shall call in for repaynent all | oans
included in the instal nent and obtai ned by the |ocal author-
ity fromthe State. A party entitled under the securitization
to use the collateral given for the | oan has the right to take
possession of the collateral given for ARAVA | oans on the
basis of the called-in |oan.

Once a | oan obtained by a | ocal authority fromthe State has
been called in as referred to in paragraph 2 above, the debt
rel ati onship between the | ocal authority and the borrower is
regarded as di ssolved and the borrower is deened to have
becone directly indebted to the State. The State Treasury
shall then collect the paynments on the ARAVA |oan directly
fromthe borrower. The State Treasury shall informthe bor-
rower forthwith of the change in the collection of paynents.

Chapter 7
M scel | aneous Provi si ons

Section 34
More detailed rul es and regul ati ons affecting the anount of
t he | oan



Provi sions on the confirmation of the object’s | oan val ue,
acqui sition value and approved costs and their grounds, and
on taking plot costs into consideration, will be laid down by
decr ee.

The Council of State is entitled to issue nore detail ed regu-
| ati ons on the anpbunt of |oan proportion and the maxi mum
| oan, and the plot costs confirmed annually.

Section 35
Use of index

Adj ust nent of the annual paynent, interest included in the
annual paynent and interest collected on an ARAVA | oan ot her-
W se than in the annual paynent can be prescribed by decree
as dependent on any change occurring in an index on trends in
prices, wages, incone or other costs.

Section 36
Supervi si on

The Housi ng Fund of Finland, the State Treasury and the | ocal
authority have the right to supervise that ARAVA | oans are
used for the purpose |aid down when they were granted, and
otherwi se in conpliance with this Act and rul es and regul a-
tions issued under it and with the loan terns. They are enti -
tled to access to any docunents necessary for supervision.

Persons aut hori zed by the Housing Fund or the State Treasury
and muni ci pal authorities have the right, when necessary, to
conduct inspections and surveys in subsidized dwel lings and
residential buildings to supervise conpliance with this Act

and rules and regul ations issued under it and with the | oan
ternms. The inspection right also pertains to any necessary

| edgers and ot her docunents. \Wen necessary, the borrower is
required to submt | edgers and ot her docunments for inspection
on the inspector’s prem ses.

No person conducting inspections, surveys and ot her supervi -
sory duties may disclose any information obtained in the
course of his duties to a third party.

Section 37
Calling in an ARAVA | oan

An ARAVA | oan can be called inentirely or partly to be repaid
forthwith if:

1) remttance of an annual paynent instalnment or interest on
the loan or anortization is delayed by nore than 30 days



beyond t he due date;

2) the borrower has used the | oan for a purpose other than
that for which it was granted,

3) when applying for the | oan or otherw se, the borrower has
provi ded essentially incorrect information or concealed a
fact materially affecting granting of the | oan;

4) construction work deviates essentially fromthe approved
drawi ngs, building specification or |oan ternmns;

5) the borrower acts in such a way that no adequate coll at -
eral can be obtained for the | oan or the value of the collat-
eral essentially decreases;

6) the object of the loan is taken in execution to be sold or
t he borrower or guarantor is declared bankrupt; or

7) the borrower does not otherwi se conply with this Act or
rules or regul ations issued under it or with the |oan terns.

An ARAVA | oan granted by the Housing Fund of Finland can be
called in by the Housing Fund on the grounds referred to in
paragraph 1, subparagraphs 2-4 and 7, and by the State Trea-
sury on the grounds referred to in subparagraphs 1, 3 and 5-
7. An ARAVA | oan granted by a | ocal authority can be called in
by a local authority.

A |l oan cannot be called in, however, if the failure referred
to in paragraph 1 is negligible and it is corrected w thout
del ay.

When the loan falls due for paynent, the pledged prom ssory
note shall be regarded as having fallen due for paynent wth-
out separate notice regardl ess of what the conditions in it
prescribe regarding the period of paynent.

The called-in loan or its part can be collected with interest
fromthe borrower w thout judgenent and deci sion, as provided
regarding the collection of taxes and charges by executi on.

Section 38
Restructuring debts

The Act on Restructuring the Debts of a Private |ndividual
(57/93) and the Act on Restructuring of Conpanies (47/93)
contain provisions on restructuring debts and the effect of
this on the paynent and calling-in of an ARAVA | oan and on t he
relati onship between the State and a | ocal authority.

A local authority can, in connection with voluntary debt

restructuring concerning an ARAVA | oan granted by it, request
the State Treasury to agree to extension of the debt restruc-
turing also to a debt relationship between the |ocal author-



ity and the State. The State Treasury nmay i ssue genera
gui delines on the conditions for such consent.

Section 39
Appeal

An applicant who is unsatisfied with a decision taken by the
Housi ng Fund of Finland, the State Treasury, a |ocal author-
ity or an official subject to the Minicipal Board or a | oca
commttee in a matter referred to in this Act or a decree

i ssued under it may request rectification within 14 days of
havi ng been informed of the decision. The request for recti-
fication shall be made to the authority that took the deci-
sion to the Minicipal Board or |ocal conmttee, in the case
of a decision by an official subject to said Board or commt-
tee. Instructions on requesting rectification shall be
appended to a deci sion which can be appeal ed. The request for
rectification shall be processed w thout delay.

A decision issued by a municipal authority on a request for
rectification can be appealed to the provincial adm nistra-
tive court in the manner provided in the Adm nistrative
Appeal s Act (154/50).

A deci sion issued by the Housing Fund and the State Treasury
and the provincial adm nistrative court under this Act or any
regul ations issued under it cannot be appeal ed. No request
for rectification of a decision taken by a l|ocal authority
under section 3, paragraph 2, can be nade separately concern-
ing the | oan objects nor can said decision be appeal ed.

Section 40
Deci sion notification

A deci sion by the Housing Fund of Finland, the State Treasury
and a local authority can be sent to the party concerned by
post. The notification shall be deened to have been nade,

unl ess otherw se proven, on the seventh day fromthe date on
whi ch the deci sion was posted to the address given by the
party concerned. O herw se, the provisions of the Act on
Notice in Adm nistrative Matters (232/66) shall apply.

Section 41
Oficial responsibility

A person who perforns duties assigned to himaccording to
this Act or a decree issued under it is responsible for his
actions in the sanme way as a civil servant.



Section 42
Mbre detail ed provisions

More detailed provisions on applying for an ARAVA | oan,
bui I ding the object, and on the wi thdrawal of the | oan, terns
of the | oan, redenption, repaynent, and ot her enforcenent of
this Act wll be issued by decree.

Chapter 8
| npl enenting and Transitional Provisions

Section 43
Entry into force

This Act cones into force on January 1, 1994.

This Act repeal s the Housing Production Act (247/66) of Apri
22, 1966, hereinafter the 1966 Housing Production Act, and

t he Housi ng Renovation Act of January 19, 1979 (34/79), and
| at er anendnents thereto.

Section 44
Transi tional provision

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

When this Act cones into force, any pending applications for
an ARAVA | oan shall be processed in accordance with the pro-
visions valid at the tinme the Act took effect if the applica-
tion was submtted to the authorities before Septenber 1
1993. Wth the applicant’s consent, a long-termrental hous-
i ng renovation | oan can be granted rather than a | oan applied
for before Septenber 1, 1993 for the renovation of a rental
bui | di ng.

The provision in section 5, paragraph 2, on conpetition pro-
cedure shall apply only after a year has passed fromthe
effective date of this Act. Corporations nom nated as recipi-
ents of an ARAVA | oan for rental housing or an ARAVA | oan for
ri ght-of-occupancy housing will retain their eligibility as
referred to in section 15 or 22. Local authorities to whom
authority has been transferred under the Housi ng Renovation
Act in matters concerning the granting of renovation | oans
Wil retain this authority.

Section 45
Appl i cation of the Act to | oans granted earlier



The provisions of this Act shall also apply to | oans granted
in accordance wwth the Acts of Decenber 15, 1989 and Decenber
21, 1990 on Anendi ng the Housing Production Act (1140/89 and
1185/ 90) and the Act on Granting Purchase Loans under the
Housi ng Production Act in certain cases (412/92).

The provisions in sections 12, 20, 25, 28-31, 33, 36, 38-40
and 37 of this Act concerning a conpetent authority shal
apply, regardl ess of what nmay have been provided in a prom s-

sory note in these respects, to all |oans granted under the
foll ow ng | awns:
a

1) Act on Housing Loans, Guarantees and Grants of March 29,
1949 (224/49);

2) Act on Supporting Housing Construction in Popul ation Cen-
tres with State Funds of March 29, 1949 (226/49);

3) Housing Production Act issued on Decenber 4, 1953 (488/
53);

4) the 1966 Housi ng Production Act, except for |oans referred
to in paragraph 1;

5) Housing Renovation Act of January 19, 1979; and

6) Act on the Redenption of Rental Housing of January 25,
1982 (82/82).

The right under the acts referred to in paragraph 2 above to
alter the interest rates on housing | oans by decree or Coun-
cil of State decision shall still remain in force. \Wat has
been provided on each |oan in a prom ssory note shall other-
W se apply to the terns of these |loans. Any restrictions on
use and assi gnnment of housing financed by | oan that are
entered in |l and and nortgage regi sters and articles of asso-
ciation, share certificates and prom ssory notes concerning
owner - occupi ed ARAVA housi ng and dwel | i ngs subsi di zed under
the Act on interest subsidy for |oans for home purchase
granted in place of a State |oan (76/89) shall not, however
apply once this Act cones into force.

If a State guarantee or other conparable obligation as
referred to in section 13 or 13a of the 1966 Housi ng Produc-
tion Act has been granted or concerns a loan referred to in
this section, it shall remain in effect as such.

Section 46
Anortization of, interest on and postponenents of certain
| oans

The maxi mum | oan period for a renovation | oan and a persona
State housing |oan granted in accordance with the | aws
referred to in section 45, paragraph 2, is 25 years unl ess



ot herwi se prescribed in the | oan prom ssory note, and that of
a short-termrenovation | oan 10 years. A local authority can,
withinamximumlimt confirmed annually in the State budget
and w t hout extending the maxi num | oan period, grant a post-
ponenent of at nost 10 years for paynent of the interest on
and anortizations of these | oans, upon the borrower’s appli-
cation.

Under the 1966 Housi ng Production Act, and as an exception to
the terns entered in the prom ssory note of a personal hous-
ing | oan granted between March 1, 1982 and Decenber 31, 1990,
a local authority can, in accordance with grounds confirned
by the Council of State, fix the interest rate of such a | oan,
upon the borrower’s application, as three or six per cent
fromthe beginning of the eighth |Ioan year up to the end of
t he el eventh.

Section 47
G ant -type renovation | oan

Anortizations of and interest on a |l ong-termrenovation | oan
granted under the Housi ng Renovation Act shall be deened as
paid without remttance in accordance with the terns of the
loan if the | oan has been granted or transferred to a person
over 65 years of age and in poor financial circunstances, or
jointly to himher and his/her spouse in poor financial cir-
cunst ances, for their own dwelling and an entry to that

ef fect has been nade in a prom ssory note. The dwelling
financed by | oan nust be the residence of the borrower when
the anortizations and interest fall due.

I f the borrower neets the preconditions laid down in
paragraph 1 only after the I ong-termrenovati on | oan has been
granted or transferred, the provisions of paragraph 1 can be
applied to the anortizations and interest, upon the bor-
rower’ s application.

Section 48
Appl i cation of reference provisions el sewhere in the |aw

If other legislationrefers to the provisions of acts repeal ed
under this Act, the reference is deened to pertain to a pro-
vision in this Act.



