No. 1072

ACT
ON RI GHT- OF- OCCUPANCY ASSQOCI ATl ONS

November 28, 1994

Chapter 1
General provisions

Section 1
Scope of application

A non-profit corporation the aimof which is to provide its
menbers with a place to |ive by assigning to them occupancy
rights, as referred to in the R ght-of-CQccupancy Housi ng
Act (650/90), in one or nore buildings owed by the corpora-
tion is considered to be a right-of-occupancy associ ati on.

A right-of-occupancy associ ation can al so engage i n opera-
tions or be a sharehol der or nenber in sone other corporation
the aimof which is to provide services connected with the
operations referred to in paragraph 1.

Section 2
Menber liability

A menber of a right-of-occupancy association is not person-
ally liable for the association s obligations.

In addition to the obligation to pay the right-of-occupancy

paynent and a residence charge, the rules of the association
cannot require any paynent of a nenber other than a nenber-

ship fee.

Chapter 2
Foundi ng

Section 3
Charter

A charter shall be drawn up concerning the founding of a

ri ght-of -occupancy association, to which the rules drawn up
for the association shall be appended. This charter shall be
dated, and signed by the founder or founders. Any natural
person acting as a founder shall be legally conpetent.



Section 4
Rul es and nane

The rules of a right-of-occupancy associ ation shall state:
1) the association s nane;

2) the Finnish nmunicipality where the association is dom -
cil ed;

3) a nenber’s duty to pay the association a nenbership fee;
4) the grounds for fixing the residence charge;

5) the nunber, or m ni mum and maxi mrum nunber, of nenbers of
t he associ ation board and of its auditors, and their term of
of fice;

6) the association s financial year; and

7) how and within what period an associ ation neeting nust be
convened.

The nanme of the right-of-occupancy association nust incl ude
the words ’right-of-occupancy association’. No other associa-
tion or corporation nmay use this phrase in its name or corpo-
rate title.

Section 5
Regi stration of a right-of-occupancy associ ati on

The National Board of Patents and Registration shall be noti-
fied of the founding of a right-of-occupancy associ ation
within six nonths of the charter being signed, as provided
separately in the law, so that the rel evant entry can be nade
in the Trade Regi ster.

Section 6
Legal consequences of registration

Before registration, a right-of-occupancy associ ati on cannot
acquire rights or nake conmtnents, nor is it conpetent to
appear before a court of |aw or other authority.

Chapter 3
Menber shi p

Section 7
Menber s



A menber of a right-of-occupancy associ ation can be a natura
person, a corporation or a foundation, but not another right-
of - occupancy associ ation. Al natural persons are entitled to
becone nenbers of a right-of-occupancy associ ati on.

A hol der of right of occupancy is a nenber of the
associ ati on.

Menber shi p cannot be assigned to another party.

Section 8
Resi gnati on

A nenber who does not hold right of occupancy is entitled to
resign froma right-of-occupancy association by so notifying
the association board in witing. However, it can be stipu-
lated in the rules that resignation only takes effect after
sone specified period follow ng such notification. This
period may not exceed one year.

Section 9
Suspensi on of menbership rights and di sm ssal

| f an association nmenber fails to fulfil the obligations he
has undertaken on joining the association, the association
may suspend that nenber’s entitlenment to exercise his rights
as a nenber of the association for a fixed period or until
further notice, though not his power of decision in matters
concerning the residents’ admnistration. |If the nenber still
fails to fulfil his obligations once the fixed period has
ended, the suspension of rights shall remain in effect until
the situation has been corrected.

A deci si on regardi ng suspensi on of nmenbership rights shall be
made by the associ ation board unless otherw se specified in

t he associ ation rules. The deci sion nust state the reason for
t he suspensi on.

The association rules can specify that the association can
consider that a nenber other than a holder of right of occu-
pancy has resigned fromthe association if that nmenber has
failed to pay his nenbership fee for the period laid down in
t he rul es.

Before the decision referred to in this section is nade, the
menber concerned nust be given a chance to explain the mat-
ter.



Section 10
Menbership |ist

The board shall keep a |list of nenbers of a right-of-occu-
pancy association. This list shall state the nenber’s ful
nane and domicile. It shall also state the date of birth of
all natural persons who are nenbers of the association and
whet her they are hol ders of occupancy rights. In the case of
menbers that are | egal persons, their registration nunber and
the relevant register shall also be stated

Everyone is entitled to view the nenbership list, and to
obtain a copy of the list or part of it. A reasonable fee
approved by the board can be charged for the copy.

Chapter 4
Ri ght - of - occupancy associ ation neeting and del egate body

Section 11
Power of decision in the associ ation

The nenbers of a right-of-occupancy associ ati on exerci se

t heir power of decision at associati on neetings. However, the
rules can specify that power of decision in certain matters
shal | be exercised by a del egate body, or in matters other
than those nentioned in section 16, by the board. Chapter 6
contains provisions on the exercise of power of decision in
matters concerning the residents’ adm nistration.

Section 12
Del egat e body

If a right-of-occupancy associ ati on has a del egate body as
referred to in section 11, the rules nust state the nunber of
its menbers or the basis for fixing this nunber, and the term
of office, election procedure, supplenentation and functions
of the del egate body. The percentage of hol ders of occupancy
rights elected to the del egate body nust be at | east the sane
as in the association’s total nenbership.

The rules can stipulate that the del egate body shall be

el ected at a neeting of the right-of-occupancy associ ati on,
by postal vote or in separate elections. |If the del egate body
is elected by postal vote or in separate elections, the rules
nmust include stipulations on the election procedure which
saf eguard nenbers’ voting rights and their right to put up
candi dates for el ection.

What this Act provides concerning association neetings al so



applies to neetings of del egate bodies, as appropriate.

Section 13
Voting rights

Each nenber shall have one vote at association neetings. If

t he decision concerns a duty to nake a paynent to the associ -
ation deriving fromright of occupancy, or affects such duty,
only hol ders of occupancy rights shall have voting rights.
Each right-of-occupancy contract shall then confer one vote.

A menber can exercise his voting right at a neeting either in
person or by proxy. Menbers can have an assistant at neet-
i ngs.

Section 14
Di squal i fication of a nenber

A menber may not in person, or by proxy, vote at a neeting on
a matter which concerns grant of his own discharge fromli a-
bility, legal action against him his release fromduty to
pay conpensation for |oss or other obligation to the associ a-
tion, cancellation of his right-of-occupancy contract or
suspensi on of his nenbership rights. Simlarly, a nenber may
not vote on a matter which concerns |egal action against

anot her person or said person’s release fromobligation, if
the nmenber can anticipate significant advantage fromthe mat-
ter which may conflict with the interests of the associ ation.
Al'l provisions concerning nenbers also apply to their prox-

i es.

Section 15
Meeting pl ace

Meeti ngs of right-of-occupancy associations shall be held in
suitable facilities in the association’s domcile unless the
rules stipulate that neetings nust or can be held in sone

ot her specified locality in Finland. Meetings can be held

el sewhere if there is especially weighty cause.

Section 16
Ordi nary associ ation neeting

The ordinary neeting of a right-of-occupancy associ ation
shall be held within six nonths of the end of the financial
year. Financial statenents and an auditors’ report shall be
presented at the neeting. A report fromthe residents’ com
mttee of a residents’ adm nistration area and a supervisor’s
report, together with the mnutes of the residents’ neeting



regarding them shall be available for inspection at the
nmeet i ng.

The neeting shall decide on the foll ow ng:

1) approval of the profit and | oss statenent and bal ance
sheet and, in a parent corporation, also a consolidated
profit and | oss statenent and bal ance sheet;

2) any action required in view of the surplus or deficit on
t he approved bal ance sheet or parent corporation’s consoli -
dat ed bal ance sheet;

3) grant of discharge fromliability to board nenbers, the
superintendent, nenbers of the residents’ commttee and the
superintendent of the residents’ admnistration area;

4) the budget and that part of the residence charge deci ded
on by the association neeting according to section 49, para-
graph 1, subparagraph 2;

5) the grounds on which the residents’ neeting of a resi-
dents’ adm nistration area decide on the anount of the resi-
dence charge to be nade for residents’ admnistration
functions; and

6) any ot her business that rests with the ordinary neeting of
the association according to the rules.

The rules can stipulate that nore than one ordi nary neeting
shal |l be held by the association during one financial year.
In this case, the matters referred to in paragraph 2, sub-
paragraphs 4 and 6, can be decided at a neeting held | ater
than specified in paragraph 1.

Section 17
Extraordi nary neeting

An extraordinary neeting of the right-of-occupancy associ a-
tion shall be held when the association neeting so deci des or
when the board considers there is cause, or when an auditor
or at |east one tenth of the association’s nenbers or sone
smal | er proportion of the nenbers laid down in the rules so
request to deal with a matter stated in the request. The
request shall be presented to the association board in wit-
ing. Invitations to the neeting shall be issued within 14
days of the request bei ng made.

Section 18



Pl acing a nmatter before the associ ati on neeti ng

Al menbers of a right-of-occupancy association are entitled
to have a matter dealt with by the association neeting, pro-
vided that the demand is presented to the board in witing in
sufficient time to state the matter concerned in the neeting
invitation.

Section 19
Conveni ng a neeting

The board shall convene neetings of a right-of-occupancy
associ ation. A board nenber is entitled to convene a neeting
inthe case referred to in section 32, paragraph 3. If a neet-
i ng which should be held according to this Act, the rules or
a decision of the association neeting has not been convened
in the prescribed order, the provincial governnent shall, on
the application of a board nenber, superintendent, auditor or
associ ati on nenber, authorize the applicant to convene the
meeting at the association’s expense.

Section 20
Invitation to a neeting s

Invitations to a neeting of a right-of-occupancy associ ation
shal | be issued not earlier than four weeks and, if the rules
do not specify a |longer period, not |ater than one week
before a neeting. If the making of a decision on a matter
before a neeting is postponed to a further neeting, a sepa-
rate invitation to this neeting nust be issued if it is to be
held on a date nore than four weeks later. If the rules state
that a decision nust be taken at two neetings in order to be
valid, the invitation to the second neeting nmay not be issued
before the first has been held. The invitation shall state

t he decision taken at the first neeting.

I nvitations shall be issued in accordance with the rules. If
the meeting is to deal with a matter concerning a paynent
obligation to the association deriving fromright of occu-
pancy, or will affect such obligation, a witten invitation
shal | also be sent out to every hol der of occupancy rights,
to the address given to the associ ation.

The invitation shall state the business to be dealt with at
the neeting. The main substance of any proposal to anend the
rules nust be stated in the invitation.

Section 21
Pl aci ng on view of the financial statenents



When a right - of -occupancy association neeting is to deal with
the financial statenents, the docunents referred to in sec-
tion 16, paragraph 1, or copies of them shall be sent to
associ ation nenbers with the neeting invitation or shall be
pl aced on view to nenbers for at |east one week before the
nmeeting at the superintendent’s or board chairman’s premn ses,
or in sone other place stated in the neeting invitation. In
the |l ast-nmentioned case, the neeting invitation nmust al so
state the time when the docunments can be viewed, unless the
associ ation has an office which is open at regul ar hours.

A copy of the docunents shall be sent by post to any associ a-
tion nenber so requesting. A reasonable fee approved by the
board may be charged for this.

Section 22
Effect of an inconplete invitation to a neeting

| f the provisions of this Act or of the rules regarding invi-
tations to neetings or the placing on view of a docunent have
not been observed, no decision nay be taken on the matter
concerned wi thout the consent of the nenbers affected by the
om ssion. If the rules require sone matter to be dealt with
by the neeting, the neeting may take a decision on it even if
it was not nentioned in the invitation.

Section 23
Keepi ng m nut es

The chai rman of a neeting of a right-of-occupancy associ ati on
shall see to it that m nutes are kept of decisions taken at

nmeetings. The m nutes nust be signed by the chairman and by

at | east one person elected by the neeting to scrutinize

t hem

| f the del egate body is el ected by postal vote or in separate
el ections, the board nmust see to it that dated m nutes signed
by the board chairman are kept on the voting procedure, the
vote count and the result of the election.

The superintendent or board chairman shall show the m nutes
to any nenber so requesting, not |later than one nonth from
the neeting. Menbers have the right to a copy of the m nutes
or part of them A reasonable fee approved by the board can be
charged for the copy.

The minutes shall be stored in a reliable manner.



Section 24
Deci si on- maki ng

Unl ess otherwi se provided in this Act, the decision of a

ri ght-of -occupancy associ ati on neeting shall be the opinion
supported by nore than half of the votes cast or, if the votes
fall even, the opinion favoured by the chairman. In el ec-
tions, the persons gaining nost votes shall be considered

el ected. However, before an election takes place, a neeting
can decide only to el ect soneone who receives over half of
the votes cast. If the votes fall even, the election shall be
deci ded by | ot.

The majority requirenent laid down in this Act can be tight-
ened in the rules and, in the case of elections, also noder-
at ed.

A deci sion that would change the right of a nenber to posses-
sion of a right-of-occupancy apartnent under a right-of-occu-
pancy contract, or alter the intended use of the apartnent,
requires not only the majority referred to in paragraph 1 but
al so the consent of the nmenber concer ned.

Section 25
Measures to raise the standard of apartnents

A neeting of a right-of-occupancy associ ation may not, wth-
out the consent of each hol der of occupancy rights, take a
deci sion on renovati on or nodernization ainmed solely at rais-
ing the standard of the apartnents in said persons’ posses-
si on.

However, even if not every nenber’s consent is obtained, the
nmeeting can decide to have sone neasure carried out in the
association’s nane if those holders of occupancy rights who
want the neasure carried out in their own apartnments engage
to nmeet the costs involved. The hol ders of occupancy rights
participating in the neasure can agree to share out the
requi red costs between them

Section 26
Anendi ng the rul es

Any anmendnent of the rules shall be decided by the right-of-
occupancy associ ation neeting. If not provided otherwi se in
this Act or specified otherwise in the rules in accordance
W th section 24, a decision to anmend the rules shall be valid
if it is supported by nenbers with at least two thirds of the
votes cast.



In order to take a decision to anend the association rules so
as to nean that the provisions on a residents’ adm nistration
are not applied in the association, or that the grounds for
determ ning the residence charge are changed, not only the
qualified myjority laid down in paragraph 1 nust be in
favour, but also at least two thirds of all hol ders of occu-
pancy rights nust concur

A decision to anmend the rules so as to nean that the stipul a-
tion concerning renouncenent of a residents’ adm nistration
is renoved fromthe rules is valid only if nmenbers represent-
ing over half of the votes cast are in favour.

Section 27
Regi stering anmendnents to the rul es

A decision by the association neeting to anmend the rul es
shall be reported for registration w thout delay and nmay not
be observed before the anendnent has been registered.

Section 28
General clause on prohi bited deci sions

A right-of-occupancy associ ation neeting nmay not make any
decision likely to confer unjustified advantage on a nenber
or other person at the expense of the association or another
menber .

Section 29
Contesting a neeting deci sion

| f a decision of a right-of-occupancy associ ati on neeting has
not been taken in the proper manner or if it is otherw se con-
trary to this Act, the Act on Ri ght-of-CQOccupancy Housing or

t he association rules, a nenber of the association, the asso-
ciation board, a board nenber or the superintendent may bring
a suit against the association to have the decision decl ared
invalid or to have it changed.

The suit shall be brought within three nonths of the decision
havi ng been taken. If a nenber has had sone acceptabl e reason
for delay and allowi ng the decision to remain in force woul d
obvi ously be unreasonable for him the suit may be brought at

the latest within one year of the decision having been taken.

If no suit is brought within the prescribed period, the deci-
sion shall be considered valid unless section 30 or other |aw
require otherw se.



A court ruling to declare a decision invalid or to change it
shall be in force also regarding those nenbers who did not
endorse the suit. A court can change the decision of a neet-
ingonly if it can be shown what the substance of the decision
shoul d have been.

Section 30
Null'ity of a decision taken at a neeting

Even without a suit for annulnent, a decision by the right-
of - occupancy associ ation neeting shall be null and void if:
1) the decision is one which cannot be taken according to the
law, even with the consent of all the nenbers;

2) the decision requires the consent of all or certain nem
bers under this Act or the rules, and no such consent was

gi ven; or

3) no invitation was issued to the neeting, or the rules or
regul ations in force concerning invitations to neetings were
mat erial ly viol at ed.

An associ ation nenber, the board, a board nenber, the super-
i nt endent or anyone who considers that a decision as referred
to in subparagraph 1 infringes his rights may bring a suit
agai nst the association to obtain confirmation that a deci-
sion by the neeting is null and void.

Chapter 5
Adm ni stration of the associ ati on

Section 31
Boar d

A right-of-occupancy associ ation shall have a board conpris-
ing at |least three nenbers. The termof office of a board nem
ber shall be specified inthe rules. The termshall end at the
|atest in the fourth financial year after election, at the
end either of the association neeting electing a new nenber
or of the financial year.

The board is elected by the association neeting. The rul es
may specify that sone board nenbers, though not nore than
hal f, shall be elected in sonme other way.

The provisions of this Act concerning board nenbers shal
al so apply to deputy nenbers.

Section 32
Resi gnation of a board nenber



A board nmenber can resign before the end of his term of
office. The board and, if the nenber resigning was not

el ected by an associ ation neeting, the party who sel ected him
must be inforned of such premature resignation. A board nem
ber may be di scharged fromoffice by the party who sel ected
hi m

| f the position of board nenber becones vacant in md-term
or a nenber becones disqualified as referred to in section 34
and there is no deputy nenber, the other nenbers of the board
shall seeto it that a new nenber is elected for the remaining
termunl ess the board with its remai ning nenbers and deputy
menbers constitutes a quorum However, the board nust nmake a
proposal for the election of a new nenber at the next ordi-
nary neeting of the association at the | atest.

If all the board nenbers resign, each of themshall be held
responsi ble for ensuring that an association neeting is con-
vened to el ect a new board.

Section 33
Super i nt endent

The rules of a right-of-occupancy associ ation can sti pul at e,
or the association neeting can decide, that the association
shal | have a superintendent.

The superintendent shall be appoi nted and di scharged by the
boar d.

Section 34
Qualifications for a board nenber and the superi nt endent

At | east half the board nenbers and the superintendent nust
be domciled in the European Econom c Area, unless the Mnis-
try of Trade and Industry grants the association a deroga-
tion.

No | egally inconpetent or bankrupt person may be a board nmem
ber or superintendent.

Section 35
Powers of the board and superi nt endent

The board sees to the adm nistration of the association and
t he proper organi zation of operations. If the association has
a superintendent, he shall see to the day-to-day adm nistra-
tion of the association according to instructions and orders
i ssued by the board.



The board or superintendent may only enbark on action that is
unusual or far-reaching in effect in view of the associa-
tion’s size and operations, or which has a material inpact on
housi ng or housing costs, by decision of the association
nmeeti ng, except when a decision by the nmeeting cannot be
awai ted wi thout substantial detrinment to the association’s
operations. The board shall always decide on taking a nort-
gage on and pl edging the association’s assets.

The board shall see to it that the bookkeepi ng and fi nanci al
managenent are properly supervi sed. The superintendent shal
see to it that the bookkeeping is in accordance with the | aw
and that financial nmanagenent is reliably arranged.

Secti on 36
How t he board cones to order and is convened
Present ati on of the m nutes

The board shall have a chairman. The chai rman shal |l be

el ected by the board unless the rules specify otherwi se or it
is deci ded otherwi se when the board is elected. If the votes
of the board fall even, the election of the chairman shall be
deci ded by I ot. The superintendent nay not be the chairman of
t he boar d.

The chairman shall see to it that the board neets as neces-
sary. The chairman shall convene the board if a board nenber
or the superintendent so requests. If no chairman has been
elected, or if the chairman is prevented fromattending to
his duties, or if he does not convene a neeting despite being
requested to do so, a board nenber or the superintendent can
do so. The superintendent is entitled to attend board neet -
ings and to speak there unl ess the board decides otherwise in
sonme particul ar case.

M nutes shall be kept of board neetings and signed by the
nmeeti ng chai rman and one nenber of the board chosen to do so
or by the superintendent if he was present at the neeting.
Board nenbers and the superintendent are entitled to have a
di ssenting opinion entered in the mnutes. The m nutes nust
be nunbered consecutively and stored in a reliable manner.

At the latest within one nonth of a neeting, the superinten-
dent or board chairman shall show the m nutes to any nenber
SO0 requesting. Menbers have the right to a copy of the mn-
utes or part of them A reasonable fee approved by the board
can be charged for the copy.



Section 37
Quorum of the board

The board has a quorumwhen nore than half of its elected nem
bers are present, unless the rules call for a higher nunber.
A deci sion may not be taken, however, unless all the board
menbers are given an opportunity to take part in dealing with
the matter as possible. If a board nenber is prevented from
attending to his duties, the deputy nenber taking his place
shall be given this opportunity to take part in dealing with
the matter.

Unless the rules call for a qualified majority, the board’ s
deci sion shall be the opinion supported by nore than half of
those present or, if the votes fall even, the opinion
favoured by the chairnman.

Section 38
D squalification of a board nmenber and the superi nt endent

A board nenber or superintendent may not be involved in deal -
ing wwth a matter concerning:

1) an agreenent or other |egal transaction between himand

t he association; or

2) an agreenent or other |egal transaction between the asso-
ciation and a third party if he can expect to gain fromit
significant advantage that may conflict with the associ a-
tion s interests.

Such disqualification also applies to acting as an attorney
and other exercise of the right to speak for the association
inthe situations referred to in paragraph 1, subparagraphs 1
and 2.

Section 39
Representing and signing for the association

The board represents the associ ation and signs on its behal f.
The superintendent is entitled to represent the association
in any matter that is part of his functions in accordance

W th section 35.

The association rules can specify that a board nenber or the
superintendent is entitled to sign for the association or
that the board can confer this right on one of its nmenbers,
t he superintendent or sone other person. The provisions of
section 34, paragraph 2, and section 38 shall apply to such
person. The right to sign for the association can be
restricted in such a way that only two or nore persons



together are entitled to sign for the association. No other
restriction may be entered in the trade register. The board
may revoke the right it has granted to sign for the associ a-
tion at any tine.

A summons or any other notification shall be considered
delivered to the association when it has been served to a
board nenber, the association’s superintendent or sone ot her
person entitled to sign for the association alone or jointly
wi th anot her person. If the association entry in the trade
regi ster does not specify any board nenber, superintendent or
ot her person entitled to sign for the association jointly or
severally, what is provided in chapter 11, section 7, of the
code of judicial procedure shall be applied to the associa-
tion, as appropriate.

Section 40
Prohi bi ted action

A board nenber, superintendent or other representative of the
association as referred to in section 39 may not enbark upon
any |legal action or other nmeasure |likely to confer unjusti-
fi ed advantage on an associ ati on nenber or other party at the
expense of the association or one of its nenbers.

Section 41
Prohi bition on the inplenentation of an invalid decision

A board nmenber, superintendent or other representative of the
association as referred to in section 39 nay not conply with
a decision of the association neeting, board or superinten-
dent which is invalid in that it is contrary to this Act or
t he rul es.

Chapter 6
Resi dents’ adm nistration

Section 42
Appl i cation regarding residents’ adm nistrations

Ri ght - of - occupancy associ ations shall apply the provisions of
this chapter regarding residents’ adm nistrations unless the
associ ation rules specify that there is to be no residents’
adm nistration in the association.

Section 43
Functions of residents’ adm ni strations

It is the function of a residents’ admnistration to see to



t he upkeep and managenent of all right-of-occupancy buil d-
ings, real estate, and other buildings within its area adm n-
istered by a right-of-occupancy association. A residents’
adm ni stration can al so deci de on renovati on or noderni zati on
ainmed at raising real estate and buildings in the area to
nmeet the standard requirenents of the tine.

What is provided in paragraph 1 shall not prevent a right-of-
occupancy associ ation nmeeting fromdeciding to carry out an

i ndi vi dual task of upkeep and managenent, or the renovation
or nodernization referred to in paragraph 1

Section 44
Resi dents’ adm ni stration area

The ri ght-of-occupancy associ ati on neeting shall decide
whet her t he association’ s right-of-occupancy buil di ngs shoul d
be divided up into several residents’ adm nistration areas.

Deci sions taken by the residents’ neeting or residents’ com
mttee of a residents’ admnistration area in matters within
its conpetence shall be binding on the association. The asso-
ciation is responsible for agreenents and other |egal trans-
actions decided on by the representatives of a residents’
adm nistration area within their conpetence.

Resi dents’ adm nistrati on areas shall be entered in the Trade
Regi ster as separately provided.

Section 45
Resi dents’ neeting

The association’s power of decision in matters resting with
the residents’ admnistration in a residents’ adm nistration
area is exercised by those nenbers with a valid right-of-
occupancy agreenment concerning an apartnment in a right-of-
occupancy building in the area in question. The hol ders of
occupancy rights exercise their power of decision in nmatters
resting with the residents’ adm nistration at the residents’
nmeet i ng.

A decision made at a residents’ neeting nust be referred to
the right-of -occupancy associ ati on neeting for approval if at
| east one third of the hol ders of occupancy rights present at
the residents’ neeting or one tenth of all the hol ders of
occupancy rights in the residents’ admnistration area so
request. A right-of-occupancy association neeting can only
approve or reject a decision so referred.



An ordinary residents’ neeting shall be held within three
mont hs of the end of the financial year. O herw se, what is
provi ded regardi ng right-of-occupancy associ ati on neeti ngs,
pl aci ng docunents on vi ew and t he deci si ons of neetings shall
i kewi se apply to residents’ neetings, placing docunents on
vi ew and t he deci sions of neetings. However, in the case of a
residents’ neeting, nothird party has the right to contest a
decision referred to in section 30 above.

Secti on 46
Resi dents’ conmittee

The residents’ neeting shall elect a residents’ comrittee to
see that functions resting wth the residents’ adm nistration
are carried out in practice as decided by the residents’
nmeeting and to represent a residents’ adm nistration area.
The nunber of nenbers and termof office of the residents’
commttee are decided by the residents’ neeting, unless oth-
erw se specified in the association rules. O herwi se, what is
provi ded regardi ng the right-of-occupancy associ ati on board
shall likew se apply to a residents’ comittee.

The nmenbers of a residents’ conmmittee nust be entered in the
Trade Regi ster as separately provided.

Each financial year, the residents’ conmttee shall conpile a
report on matters relevant to the evaluation of the opera-
tions and financial standing of the residents’ adm nistration
area and events of significance to the residents’ admnistra-
tion. This report shall be submtted to the supervisor of the
residents’ adm nistration area at | east one nonth before the
residents’ neeting which will deal with it. Wat is provided
in section 58 concerning the association’ s annual report
shall apply to the residents’ commttee report, as appropri-
ate. The residents’ commttee shall conpile a budget for the
residents’ admnistration area for each financial year.

Unl ess the rules of the right-of-occupancy associ ati on spec-
ify otherwise, the residents’ conmttee can issue the permt
referred to in section 11 of the Act on Ri ght-of-Cccupancy
Housi ng on behal f of the association, exercise the right
referred to in section 13, and accept the notifications
referred to in sections 11 and 15.

Section 47
Super i nt endent

The rules of a right-of-occupancy associ ation can prescri be,
or a residents’ neeting can decide, that a residents’ adm n-



istration area nmust have a superintendent. The superi nt endent
i s appointed and di scharged by the residents’ commttee. Qh-
erw se, what is provided regarding the superintendent of a

ri ght-of -occupancy associ ation shall |ikew se apply to the
superintendent of a residents’ adm nistration area.

The superintendent of a residents’ adm nistration area shal
be entered in the Trade Regi ster as separately provided.

VWhat is provided regarding a residents’ committee in section
46, paragraph 4, shall |ikewi se apply to a superintendent.

Section 48
Super vi sor

The residents’ neeting shall elect at |east one supervisor
for a residents’ admnistration area, to inspect and oversee
t he managenent of its finances and adm ni stration. The super-
visor’s termof office is decided by the residents’ neeting,
unless this is specified in the right-of-occupancy associ a-
tion rules.

The rel evant provisions in sections 10, 21 and 23-26 of the
Audi ting Act (936/94)regarding an auditor’s eligibility,
attendance at neetings, independence, disqualification, con-
fidentiality duty, and dism ssal and resignation shall apply
to supervisors.

The supervisor shall provide a report on his supervision of
the residents’ admnistration area for each financial year,
for consideration by the residents’ neeting. This report
shal | comrent on the residents’ conmittee’s operations during
the financial year and the conmttee s report on the finan-
cial year. The supervisor’s report shall be submtted to the
residents’ commttee and, for their information, to the asso-
ciation board and auditor, at |east two weeks before the res-
idents’ neeting at which it is to be dealt wth.

During the financial year, the supervisor shall also provide
the residents’ neeting and residents’ commttee, and the
associ ation board and auditor, with all information in his
possession on the residents’ adm nistration area that is sig-
nificant in ternms of supervision of the area’s adm nistration
and financial managenent. The supervisor is entitled to
obtain fromthe bodies of the association and its subsidiary
corporations all the information he needs to carry out his
functions.

Section 49



Resi dence charge

In a right-of-occupancy associ ation, the residence charge
conpri ses:

1) a charge decided on by the residents’ neeting, to cover
expenses arising fromthe functions of the residents’ adm n-
istration; and

2) a charge decided on by the association neeting, to cover
t he association s other expenses in accordance with section
16 of the Act on Right-of-Cccupancy Housi ng.

The residents’ neeting shall decide on the size of the resi-
dence charge provided for in subparagraph 1 according to
grounds approved by the right-of-occupancy associ ati on neet -
ing. Before an ordinary neeting of the right-of-occupancy
associ ation, and within one nonth of the end of the financi al
year, the board shall send the residents’ conmttee a pro-
posal for the grounds for the residence charge.

The residence charge shall be paid to the right-of-occupancy
associ ation, which shall place at the residents’ adm nistra-
tion area’ s disposal that part of the residence charge due to
it.

Section 50
Failure to performresidents’ adm nistration functions

If functions resting with the residents’ adm nistration are
not properly perfornmed, the association neeting can, if no
rectification takes place despite an adnonition, w thhold the
resi dence charge and place the functions concerned in the
association’s hands until further notice. The decision shal
be imediately reported to the Trade Register for entry.

Chapter 7
Audi t

Section 51
El ection of auditors

What is provided in this chapter and in the Auditing Act
shal | apply regarding the audit of a right-of-occupancy asso-
ciation’s accounts.

Ri ght - of - occupancy associ ations shall have at | east one audi -
tor, elected by the association neeting. The associ ation
meeting may al so el ect one or nore deputy auditors.

Section 52



Auditor’s termof office

The termof office of an auditor shall be specified in the
association rules. The duties of the auditor end at the con-
clusion of the ordinary association neeting held after the

| ast financial year covered by his termof office or, if he
was el ected for an indefinite period, when a new auditor is
el ected to replace him

Section 53
Qualifications for auditors

A person el ected as an auditor nust be an auditor authorized
by the Central Chanber of Commerce or a |ocal chanber of com
merce, or a corporation referred to in sections 5 and 6 of the
Auditing Act, if:

1) the association has nade at |east 100 ri ght-of -occupancy
contracts; or

2) at least one tenth of all the association’s nenbers or one
third of the nenbers present at a neeting so request at the
associ ation neeting where the auditor is to be el ected.

On notification, the provincial governnment shall appoint for
the association an auditor neeting the eligibility conditions
if:

1) the association neeting has not, despite the situation
referred to in paragraph 1, subparagraph 1, elected an audi -
tor as referred to in the provision; or

2) the association neeting has not, despite the demand
referred to in paragraph 1, subparagraph 2, elected the audi-
tor referred to in the provision.

Anyone may nmake the notification to the provincial governnent
under paragraph 2, subparagraph 1, and any nenber under sub-
paragraph 2. In the latter case, the notification nmust be
made within a nonth of the association neeting. The board is
required to nake the notification if the association neeting
does not elect a qualified auditor w thout delay.

Before the provincial governnent appoints an auditor, the
associ ation board nmust be given an opportunity to be heard.
The appoi ntnment shall remain in force until such time as an
audi tor has been elected for the association in the proper
manner, to replace the auditor appointed by the provincial
gover nnent .

Section 54
Speci al audits



A nmenber of a right-of-occupancy associ ation can request that
a special audit be held on the association’s adm nistration
and bookkeeping for a given conpleted period, or on specific
measures or matters. A proposal to this effect nust be made
at an ordinary association neeting or at the neeting where
the matter is to be dealt with according to the neeting invi-
tation. If the proposal is supported by at | east one tenth of
all the nmenbers or by one third of the nenbers present at the
nmeeti ng, the nenber can apply within one nonth of the neeting
for the provincial governnent to appoint an auditor.

The provinci al governnment shall provide the association board
with an opportunity to be heard. If the application concerns
the actions of a specific person, he nust al so be given such
opportunity. The request nust be agreed to if there are con-
sidered to be weighty reasons for an audit. The provinci al
gover nnment can appoint one or nore auditors. Auditors are
entitled to a fee fromthe associ ation.

The provisions of this Act and the Auditing Act concerning
auditors shall apply to such auditors. However, the associ a-
tion neeting cannot di scharge them

A report nust be nade on the audit to the association neet-
ing, and al so sent to any nenber on request. For at |east one
week before the association neeting, the superintendent or
board chai rman nust provide any nenber that so requests with
an opportunity to study the report. The report shall be
avai l abl e for inspection at the association neeting.

Chapter 8
Fi nanci al statenents and use of associ ation funds

Section 55
Duty to conpile financial statenents

Fi nanci al statenents shall be conpiled on each financi al
year, conprising financial statenents in accordance with the
Accounting Act (655/73) and an annual report. The financi al
statenents shall be drawn up in accordance with the Account-
ing Act and the provisions of this chapter. The Accounting
Board can issue instructions and opinions on how the finan-
cial statenents of a right-of-occupancy association shall be
conpiled, as laid down in the Accounting Act.

A proposal for the association’s profit and | oss account and
bal ance sheet shall be sent to the residents’ commttee of
the residents’ administration area within one nonth of the
end of the financial year.



The auditors shall be provided with the docunents conpri sing
the financial statenents at |east one nonth before the ordi-
nary neeting of the association.

Section 56
Signing the financial statenents and conparison data

Fi nanci al statenents shall be dated and signed by the board
and superintendent. If a board nmenber or the superintendent
has expressed a dissenting opinion about the financial state-
ments, a note to this effect shall be appended to the state-
ments at said nenber’s or superintendent’s request.

The financial statenents shall include a profit and | oss
statenent and bal ance sheet for the year preceding the one
reported on. If the item zation of the profit and | oss state-
ment or bal ance sheet was changed during the financial year,
the data in the earlier financial statenments nust be adjusted
as far as possible to nake them conparable with the |ater
financi al statenents.

Section 57
I nformation to be appended to the financial statenents

In addition to what is provided otherw se, the profit and

| oss statenent or bal ance sheet, or an appendix to them
shal | provide the follow ng data:

1) the apartnents in the association’s possession the occu-
pancy rights of which have been redeened,

2) stocks and shares in other corporations owed by the asso-
ci ation; and

3) any pernmanent easenents on the association’s assets,
together with any nortgages and information on the present
wher eabouts of the nortgaged debt instrunents.

Section 58
Annual report

The annual report shall be drawn up in accordance w th sound
accounting practice. It shall provide information on any nat-
ters inportant for assessing the state of the associati on and
its operations which are not explained in the profit and | oss
statenent or bal ance sheet, and on events of significance to
t he associ ation, even if they took place after the end of the
financial year.

The annual report shall state the average nunmber of persons
in the association’s enploy during the financial year. It



must al so state the total sum of wages and renuneration paid
to the board and the superintendent during the financial
year, and any part-fees paid to them separately. The report
must provide infornmation on:

1) use of the residence charge;

2) inplenmentation of the budget; and

3) any matters of inportance concerning the state of the
associ ation and buildings that are not explained in the
profit and | oss account or bal ance sheet.

The association shall provide a report on any nateri al
changes that have taken place in the association’ s operations
during the previous financial year, and give an estinate of
how operations will develop during the new financial year. If
t he associ ation has acquired authority in another corporation
during the financial year, a report on this nust be given in
t he annual report.

In the annual report, the board shall make a proposal for
action with regard to the association’s surplus or deficit.

Section 59
Bui I di ng reserve

Al'l right-of-occupancy paynents made to the association, and
any sumthat has to be transferred to the building reserve
according to the rules or by decision of the association
nmeeting, shall be transferred to the buil ding reserve.

The buil ding reserve can only be reduced in order to redeem
occupancy rights as referred to in section 23 of the Act on
Ri ght - of - Cccupancy Housi ng.

Section 60
Prohi bi tion on | endi ng and provi sion of security

Associ ations may not make cash loans to their nenbers, to
menbers of the board or the residents’ commttee, to the
associ ation or residents’ adm ni stration area superintendent,
audi tor or supervisor, or to a person who is rel ated by bl ood
or affinity to such persons as referred to in section 24,
par agraph 1, subparagraph 3, of the Auditing Act. The sane
applies to the provision of security for debt.

In the case of persons other than those nentioned in para-
graph 1, the association can provide a cash |oan or security
for a debt only if this is necessary in order to be able to
mai ntai n or use an association building or real estate.



Section 61
Consol i dated financi al statenents

In addition to what is provided in the Accounting Act, the
provi si ons of section 55, paragraph 3, and sections 56 and 57
shal | be observed, as applicable, when consolidated financi al
statements are drawn up.

As applicable, the explanations referred to in section 58
shal | be provided regarding the group in a parent corpora-
tion’s annual report. A report on the operations of a subsid-
iary corporation shall state the nane of the parent

cor porati on.

Chapter 9
Ri ght - of - occupancy associ ati on redenpti on guarantee fund

Section 62
Redenpti on guarantee fund

To ensure that hol ders of occupancy rights can have their
occupancy rights redeened in the case referred to in section
23 of the Act on Ri ght-of-Cccupancy Housing, there shall be a
ri ght-of -occupancy associ ati on redenpti on guarant ee fund.

Each ri ght-of -occupancy associ ation that has made a right - of -
occupancy contract is a nenber of the redenption guarantee
fund. Any ot her corporation owning a right-of-occupancy
building is also entitled to becone a nenber of the fund.
Such corporation wi shing to becone a nenber shall incorporate
its entire right-of-occupancy building stock into the system
within five years of becom ng a nmenber or within sone shorter
fi xed period specified by the redenption guarantee fund.

The redenption guarantee fund can acquire rights and nmake
commtnments, and be a party to proceedings in a court of |aw
or before an authority.

Section 63
Foundi ng t he redenpti on guarantee fund and starting up oper a-
tions

When two ri ght-of - occupancy associ ati ons have been entered in
the trade register, they shall found the redenpti on guarantee
fund. The fund can al so be founded by sone other corporation
owni ng ri ght-of-occupancy buildings as referred to in section
62, paragraph 2.

The registry authority shall notify the associations referred



to in paragraph 1 of their obligation to found a redenption
guarantee fund, and informthe Mnistry of the Environnent
that they have been so notified.

The founders shall draw up a charter on the foundation of the
ri ght - of -occupancy associ ati on redenpti on guarantee fund,
dated and signed by the founders, with rules fulfilling the
demands | aid down in section 64 appended. The founders shal
elect the fund's first board and auditors, and provide the
Mnistry of the Environment with the fund s rules for
approval. The action required of the founders under this

par agr aph shall be carried out within six nonths of the asso-
ciations being entered in the Trade Register.

| f the associations fail to fulfil their duties as |laid down
in this section, the Mnistry of the Environnent can pre-
scribe a conditional fine as a punitive sanction. The M ni s-
try of the Environnent shall order paynent of the fine.

Section 64
Rul es of the redenption guarantee fund

The rul es of the redenpti on guarantee fund and any anendnents
to themshall be approved by the Mnistry of the Environnent.
The rul es nust state:

1) the fund s domcile;

2) the grounds on which the fund nenbers appoi nt representa-
tives, and when these representatives are quorate;

3) how an invitation to neetings of representatives is

i ssued;

4) the nunber and term of board nenbers and deputy nenbers,
when the board is quorate, and its functions;

5) who can sign for the redenpti on guarantee fund;

6) the nunber and termof office of the auditors;

7) when the representatives shall neet to decide on the fund
paynent and other matters resting with the representatives;
8) how the financial statenents nust be approved, and rel ease
fromliability decided on; and

9) in what manner the representatives shall decide on any
anendnent of the redenption guarantee fund rul es.

Section 65
Adm ni stration of the redenption guarantee fund

The authority of the redenption guarantee fund shall be exer-
cised by the representatives unless this Act or the fund
rules assign authority to the board. Each fund nenber shal
appoi nt a nunber of representatives, each with a deputy, in
accordance with principles laid down in the fund rules. The



representatives’ termof office is the cal endar year.

The fund shall have a board, whose nenbers and deputy nenbers
are elected by the representatives.

The fund shall have at |east two auditors and deputy auditors
el ected by the representatives. At |least two of the auditors
shal |l be auditors or audit corporations approved by the Cen-
tral Chanber of Conmerce.

Section 66
Supervi si on of the redenption guarantee fund

The operations of the redenption guarantee fund shall be
supervi sed by the State Treasury. The State Treasury is enti-
tled to obtain fromthe fund and its auditors the docunents,
informati on and reports needed for supervision. The redenp-
tion guarantee fund shall supply the State Treasury with a
copy of the financial statenments and the auditors’ report on
it wwthin four nonths of the end of the financial year.

The redenption guarantee fund shall provide the State Trea-
sury with informati on on the persons authorized to sign for
the fund and their personal data.

If the State Treasury finds that the redenption guarantee
fund board has acted contrary to the lawor the fund rul es, or
that it has failed to performits functions as laid down in
this Act, it can order the board to take action to correct the
matter or prohibit the execution of an incorrect decision.
The State Treasury can order a conditional fine on the nmem
bers of the fund board as a punitive sanction on the order or
prohi bition. The provincial governnent of the redenption
guarantee fund' s domcile shall order paynent of the fine.

Section 67
Fund paynent

Fund nmenbers shall nmake the fund a paynent of at |east five
per cent of new right-of-occupancy paynents made to them each
year.

However, the representatives can decide, if at |east two
thirds of those present are in favour, that fund nenbers nust
make an extraordinary fund paynent at sone tinme specified in
t he deci sion.

The anmount of the fund paynent shall be approved annual ly by
the representatives, and the grounds for determning it shal



be the sanme for all nenbers

The fund paynent and any penalty interest can be collected by
distraint without a court ruling or decision, according to
what is provided in the Act on the collection by distraint of
t axes and charges (367/61).

Section 68
Redenption using fund assets

Money fromthe redenption guarantee fund assets can be all o-
cated for the redenption of occupancy rights for a nenber of
the fund if neeting the redenpti on demands nade on t he nenber
woul d be an unreasonably heavy paynent burden on the nenber.
The board of the fund shall decide on such use of assets for
redenpti on.

When occupancy rights redeened using redenption guarantee
fund assets are re-assigned, the right-of-occupancy paynent
made by the assignee shall be transferred to the redenption
guar ant ee fund.

Section 69
Indivisibility of the redenption guarantee fund

No nmenber of the redenption guarantee fund shall be entitled
to demand that the paynents it made to the fund or any other
share of the fund be detached for its own use or assigned to
anot her party. Such shares cannot be interpreted as the
assets of a fund nenber.

Section 70
I nvest nent of assets

The redenption guarantee fund' s assets shall be invested
safely and in a manner that ensures the fund’s liquidity.

Section 71
Redenpti on guarantee fund s bookkeepi ng

The redenption guarantee fund is required to keep accounts.
What is provided in the Accounting Act and Auditing Act shal
apply, as appropriate, to the fund s bookkeepi ng, financi al
statenents and audit. The fund s financial year is the cal en-
dar year

Chapter 10
Di ssol ution



Section 72
Term nating operations and assi gni ng property

A decision to dissolve an association is only valid if al
the hol ders of occupancy rights concur, and nenbers repre-
senting at least two thirds of the votes cast are in favour.
A decision to assign a right-of-occupancy buil di ng owned by
an association, or real estate in its ownershi p or possession
containing a right-of-occupancy building, is valid only if
all the holders of occupancy rights living in the right-of-
occupancy bui |l di ng concerned concur, and nenbers representing
at least two thirds of the votes cast are in favour. If the
assi gnment concerns sone part of real estate that is to
remain unbuilt or other building or real estate, neither the
above- nenti oned concurrence nor a qualified myjority shall be
required.

The concurrence of all holders of occupancy rights is |ike-

wi se not required for the decision referred to in paragraph 1
if continuation of the association’ s operations would cause

the association significant |loss. Adecisionis thenvalidif
at least four fifths of the holders of occupancy rights con-
cerned concur.

Sections 46 and 47 of the Act on Ri ght-of-COccupancy Housi ng
contain provisions on the official permt needed for dissolu-
tion and assignnment as referred to in this section.

Section 73
Li qui dation procedure

When an associ ation has decided to dissolve itself and has
acquired the permt referred to in section 72, paragraph 3,
the board shall see to the liquidation procedure consequent
to dissolution, unless the association has el ected one or
nore receivers for the procedure instead of the board. The
financi al operations of an association that has decided to
di ssolve itself may only continue on the scale required for
essential mai ntenance of its real estate and buil dings. The
recei vers shall request a public sumobns to be served on
debtors and shall be entitled to file for the association to
be decl ared bankrupt. The receivers shall conpile a final
account of the dissolution. The association shall be consid-
ered term nated when an entry on the dissolution has been
made in the Trade Regi ster

When an association is dissolved, its debts shall first be
paid and thereafter the right-of-occupancy paynents returned
to those surrendering their occupancy rights. Any associ ation



assets remaining after all debts have been paid and the
ri ght-of -occupancy paynents returned shall be transferred to
the redenption guarantee fund referred to in section 62.

Section 74
Contesting the |iquidation procedure

| f one tenth of the association nenbers wsh to contest
action by the receivers, they shall bring a suit agai nst them
within six nmonths of presentation of the final report. The
suit nust be brought in a court of law in the association’s
dom ci |l e.

Section 75
Associ ati on bankruptcy

The associ ation board shall decide on filing for the associ a-
tion to be decl ared bankrupt.

If the State Treasury so proposes, a court of law shall also
appoi nt one person proposed by the State Treasury as a
trust ee.

I f a right-of-occupancy association is decl ared bankrupt and
sone assets remain after the bankruptcy is concluded, the
board shall convene a neeting of the association as soon as
possi bl e to deci de whether the association will continue to
operate or whether it should be dissolved. If the association
nmeeti ng decides to continue operating, the board shall ime-
diately nmake the relevant notification for registration pur-
poses.

If no assets remain when the bankruptcy is concluded, the
associ ation shall be dissolved when the bankruptcy adm ni s-
trators have issued a final account. The adm nistrators shal
i mredi ately make a notification on the dissolution of the
associ ation for registration purposes.

Chapter 11
M scel | aneous provi si ons

Section 76
Duty to pay conpensation for |oss

Menbers of boards and residents’ commttees, superintendents
of associations and residents’ adm nistration areas, auditors
and supervisors shall be required to conpensate for any

| osses that they have caused a right-of-occupancy associ ati on
deli berately or through negligence in the course of their



activities. The sane applies to any | osses caused to an asso-
ciation nenber or other party through an infringenment of this
Act or the association rules. Wiat is provided separately
shal |l apply to the conpensation duty of a person who is an

enpl oyee.

What is provided in chapters 2 and 6 of the Damages Act (412/
74) shall apply concerning adjustnent of conpensation for

| oss and sharing liability for | oss between two or nore |ia-
bl e persons.

A suit against the association for conpensation for |oss can
al so be brought in a court of lawin the association s dom -
cile.

Section 77
Right of a mnority to bring suit for conpensation

Even if the neeting of a right-of-occupancy association has
granted release fromliability or otherw se decided not to
bring suit for conpensation, such suit can nonethel ess be
taken on the association’ s behalf if at |east one tenth of
all the nenbers or one third of those present at the neeting
vot e agai nst the deci sion.

One tenth of the nenbers, or at |east a nunber of nenbers cor-
responding to one third of all nenbers present at the neeting
in accordance with paragraph 1, can bring suit. If a nmenber
drops the suit after it has been brought, the other nenbers
supporting the suit can nonethel ess proceed with it.

Suit nust be brought within three nonths of an association
meeting decision or, if performance of the audit referred to
in section 54 is requested, of when the report on the audit
has been presented at an associ ation neeting or when an
application for appointnent of an auditor has been rejected.

The menbers bringing suit shall answer for any |legal costs
that they are ordered to pay. However, they are entitled to
conpensation for these fromthe association insofar as the
assets won for the association through the | egal process suf-
fice.

Section 78
Period for bringing suit

Unl ess the action derives froma puni shable offence, a suit
on the association’s account shall be brought:
1) against a nenber of the board or residents’ commttee, or



t he superintendent of the association or residents’ adm nis-
tration area, within three years of the end of the financi al
year in which the decision was nmade or the neasure was

enbar ked upon fromwhich the suit derives; and

2) against an auditor and inspector, within three years of
presentation of the auditor’s report or inspector’s report
fromwhich the suit derives.

A mnority can also bring a suit |ater against the persons
menti oned i n paragraph 1, subparagraph 1, if a ngjority at an
associ ation neeting prevented a decision frombeing made in a
matter referred to in section 77, paragraph 1

Section 79
Wien a | egal transaction is binding on the association

| f a nmenber of a right-of-occupancy associ ati on board or res-
idents’ commttee, the superintendent of an association or
residents’ administration area, or sone other representative
of the association exceeds his authority in performng a

| egal transaction on behalf of the association, said transac-
tion shall not be binding on the association if the party
affected by it knew, or should have known, that the authority
was exceeded.

Section 80
Prohi bition on restriction of right of selection

The right of a right-of-occupancy association to select a
devel oper or supplier of goods needed by the association may
not be restricted by arrangenents deriving fromnenbership of
or an interest in sone other corporation, froman agreenent
or fromany other commtnent. The corresponding right of
selection of a residents’ neeting or residents’ commttee may
not be restricted in the right-of-occupancy associ ation rul es
or through arrangenents deriving froman agreenent or any

ot her comm tnent. Any order, condition or commtnent contrary
to this prohibition shall be null and void.

Section 81
Ri ght to appeal to a contract on construction or repairs

The right-of -occupancy association is entitled to appeal to a
contract concerning the construction of right-of-occupancy
buil dings and real estate for it, or the upkeep, nanagenent,
renovation or other nodernization of buildings and real
estate in its possession, even if it was not a party to such
contract.



Section 82
Putting up and rel easing security for construction

A devel oper is required to ensure that security during the
construction phase and thereafter is put up in favour of the
ri ght - of - occupancy association for fulfilnment of a building
contract in accordance with this section. The security nust
be a bank deposit, a bank guarantee or suitable insurance.

When the offering of occupancy rights begins, the construc-
ti on-phase security nust be equivalent to at |east ten per
cent of the contract price according to the building con-
tract, or sone |arger percentage |laid down by decree. The
security nmust remain valid until the association releases it.
However, the security nust be valid for at | east three nonths
after the building in question has been approved for use.

When the construction-phase security ends, it nust be

repl aced by post-construction phase security, which shall be
equi valent to at |east two per cent of the contract price
according to the building contract or sone hi gher percentage
| aid down by decree. The security shall remain valid unti

t he association releases it. However, security shall remain
valid for at |east a year fromsuch tine as the construction-
phase security ends.

If the association has failed to rel ease security w thout
good cause, or its consent cannot be obtained w thout unrea-
sonabl e i nconveni ence or delay, a court of |aw can, on appli-
cation, give permssion for the security to be rel eased
either conpletely or in part.

Section 83
Ri ght - of - occupancy associ ati on vi ol ation

Whosoever

1) violates the provisions concerning the duty to supply m n-
utes of neetings of the association or board, or a residents’
nmeeting or residents’ conmttee;

2) provides a cash |loan or security contrary to section 60;
3) fails to keep a nenbership list or neglects the duty to
supply said list;

4) violates the provisions of this Act concerning the conpi-
| ation of financial statenents or consolidated financi al
statenents, or a final account on |iquidation of the associa-
tion; or

5) uses the term ‘right-of-occupancy association' in his own

business name or otherwise in his operations contrary to sec-

tion 4, paragraph 2, and section 85, shall be sentenced to a



fine for a right-of-occupancy associ ation viol ation, unl ess
the act was of mnor significance or nore severe puni shnent
is provided for it el sewhere.

Chapter 12
| mpl enenting and transitional provisions

Section 84
Entry into force

This Act cones into force on March 1, 1995.

Section 85
Transi tional provision

When the Act cones into force, an association entered in the
regi ster of associati ons whose nane includes the phrase
‘right-of-occupancy association' may keep its name without

alteration, notwithstanding what is provided in section 4,

paragraph 2



