
 
 
 
 

 

 

REQUIREMENTS ON PRE-CONTRACTUAL  

INFORMATION FOR HOME LOANS 

 

These Advisory Guidelines were approved by the Management Board of the Financial Supervision 

Authority Decision No. 1.1-7/50 of 10 September 2008 and amended by the Management Board of 

the Financial Supervision Authority decision No. 1.1-7/74 of 19 November 2008. 

1. Jurisdiction 

Pursuant to § 3 of the Financial Supervision Authority Act (hereinafter referred to as FSAA), the 

Financial Supervision Authority shall conduct national financial supervision in order to enhance the 

stability, reliability, transparency and efficiency of the financial sector, to reduce systemic risks and 

to promote prevention of the abuse of the financial sector for criminal purposes, with a view to 

protecting the interests of clients and investors by safeguarding their financial resources, and thereby 

supporting the stability of the Estonian monetary system. 

Pursuant to § 57 (1) of the FSAA, the Financial Supervision Authority has the right to issue advisory 

guidelines to explain legislation regulating the activities of the financial sector and to provide 

guidance to subjects of financial supervision. 

2. Purpose and scope 

2.1. Purpose 

2.1.1. The purpose of the Guidelines is to invite credit institutions to provide to their clients 

relevant and sufficient pre-contractual information regarding the terms and conditions 

of home loans with a view to protecting the interest of the clients in using their 

financial resources and supporting the making of informed loan decisions. 
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2.1.2. The Guidelines support the improvement of the transparency of the service and aid 

the clients using the service to have a better understanding of the essence of the service, 

the related professional standard and good practices, which, in turn, enhances avoidance 

of possible disputes regarding the bona fide exercise of rights and performance of 

obligations within the legal relationship. 

2.1.3. The Guidelines were prepared, inter alia, on the basis of the advisory guidelines of 

the European Commission on pre-contractual information to be given1 and the 

European Agreement on a Voluntary Code of Conduct on pre-contractual information 

for home loans2. 

2.2. Scope 

2.2.1. The Guidelines apply to credit institutions authorised to operate in Estonia, branches 

of foreign credit institutions and cross-border home loan service providers in Estonia 

who offer home loans. 

2.2.2. A credit institution shall determine whether pre-contractual information is needed to 

be given to a client whereas, as a general rule, giving such information is assumed. 

Before signing a contract, a credit institution is required to demonstrate willingness to 

explain the important terms and conditions of the contract unless the client waives his 

right to receive such information or there exist other circumstances which justifiably 

render such information irrelevant. 

2.2.3. The scope of the Guidelines covers first and foremost pre-contractual consumer 

information in order to protect the interests of consumers who, in concluding the 

transaction, are acting as natural persons outside the realm of their economic or 

professional activities, with a view to the fact that such persons must be treated as the 

weaker party as to their financial capability as well as their financial knowledge and 

experience. 

 
1 Commission Recommendation of 1 March 2001 on pre-contractual information to be given to consumers by lenders offering home 
loans (C (2001) 477), ELT L69/25, 10.03.2001. 
2 http://ec.europa.eu/internal_market/finservices-retail/docs/home-loans/agreement-et.pdf 
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2.2.4. Application of the Guidelines by credit institutions does not have to be restricted to 

giving pre-contractual consumer information, as clear, sufficient and easily readable 

information serves the interests of the transparency and reliability of the entire banking 

sector, which is something all of the activities of credit institutions must focuse on. 

2.2.5. In applying the Guidelines, credit institutions shall take into account the requirements 

arising out of the legislation. In case of mandatory rules arising out of the legislation, 

the provisions of the legislation shall be adhered to. 

2.2.6. In case of problems related to the implementation and interpretation of the 

Guidelines, credit institutions shall be guided by the principle of reasonableness and act 

in good faith and with a care expected from a credit institution. 

3. Definitions 

3.1. For the purposes of the Guidelines, a home loan means a credit to a consumer for the 

purchase or transformation of the private immovable property he owns or aims to acquire, 

secured either by a mortgage on immovable property or by a surety commonly used for that 

purpose. 

4. General requirements 

4.1. The exact form of giving pre-contractual home loan information shall be decided by the 

credit institution. Credit institutions are required to give pre-contractual information to 

clients (incl. potential clients) in a manner that guarantees a clear understanding of the 

important contract terms and related obligations and gives clients an opportunity to assess 

the obligations about to be taken and whether such obligations are in their interests. 

4.2. Credit institutions are required to establish relevant and sufficient internal procedures, the 

aim of which is to achieve implementation of the Guidelines, or they must be able to explain 

by other means that before signing the contract they gave the clients relevant and sufficient 

information on the home loan terms and related obligations. 

4.3. For the purposes of the Guidelines, pre-contractual home loan information shall as a rule not 

be understood as providing the client with a draft of the home loan contract, but, in order to 



  4

comply with the Guidelines, credit institutions must specifically direct attention to and 

explain the important home loan contract terms and related obligations.  

4.4. The information given to clients shall be correct, precise and unambiguous; the information 

must not be misleading and, proceeding from the principle of reasonableness, the 

information must contain nothing that might significantly affect the contents or meaning or 

comprehension of the data given. 

4.5. Information should not include hidden information, which because of its layout or 

presentation may cause difficulties to clients in understanding the circumstances related to 

loan requirements or may cause misleading comprehension of the circumstances related to 

loan terms. 

4.6. In presenting the elements of information, credit institutions may proceed from the fact that 

a client has average knowledge, observance and reasonability, that he knows his reasons of 

taking the loan, gives the credit institution correct information on his interests and asks for 

additional information, if necessary. 

4.7. Before signing the contract, credit institutions will specifically direct the client’s attention at 

least to the information in clause 5 of the current Guidelines, therewith, clients have to be 

notified of the fact that the information concerning the home loan is based on the data 

submitted by the client and, in case of changes in such data and/or circumstances, the loan 

terms might change for the client. 

5. Elements of pre-contractual home loan information 

5.1. Pre-contractual information must as a minimum include the following: 

5.1.1. The amount of loan applied for in the currency which is the basis for the loan, also 

information on the interest rate, including information on the basis of calculating the 

interest rate, on the terms of changing the interest rate, frequency of adjustment and 

other such information. 

5.1.2. Annual percentage rate of charge provided in the Law of Obligations Act. 

5.1.3. Self-financing rate. 
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5.1.4. Purposes for which the home loan may be used. 

5.1.5.  Deadline of the loan contract, including information on the date the client has to 

have fulfilled the obligations taken with the loan contract. 

5.1.6. The conditions of loan repayment, including the dates and frequency of repayments, 

acceptable currency, the formation of the ratio between the paid interest and the 

principal amount of the loan. 

5.1.7. The conditions of early repayment, including the term for advance notice and the fees 

related to repayment. 

5.1.8. If the existence of a surety is the condition precedent to granting the loan, 

information to what extent surety is required and which the acceptable forms of surety 

are. In addition, credit institutions have to direct attention to the clauses in the contract 

under which the credit institution may demand a margin call or sell the loan surety, and 

whether the credit institution has the right to demand or reassess collateral. 

5.1.9. The date on which the loan shall be released to the borrower, including information 

on whether the loan amount will be transferred to client’s account in one or multiple 

instalments and if this gives rise to additional terms and conditions (submission of 

additional contracts or invoices, etc.). 

5.1.10. Non-recurring contract-related costs that clients are required to pay upon signing a 

loan contract (notary fee, state fee, contract fee, surety assessment fee). If a credit 

institution has no direct or indirect control over the abovementioned non-recurring 

costs, an estimation of the amount of such costs, or a reference as to where such costs 

are published, must be included in pre-contractual client information. 

5.1.11. Information on the types of periodical costs that are required to be paid in addition to 

repayments and interest payments during the loan period (e.g., insurance premium for 

collateral, the costs of reassessing the collateral, the costs of currency conversion 

applicable to repayments). 
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5.1.12. The terms and conditions for amending the loan contract while attention must be 

drawn to the clauses in the contract concerning the fees related to such amendment. 

5.1.13. Possible effects of a breach of contract to the borrower, incl. a general description of 

the process of selling the loan surety, the ranking of payment of costs (e.g., court 

expenses and bailiff’s fees). 

5.1.14. Information on whether the applicant, as a condition precedent to getting the loan, is 

required to open an account with the credit institution granting the loan and/or whether 

the applicant will have to have his wages transferred to the same credit institution (same 

as regards the guarantor and co-applicant). 

5.1.15. In giving pre-contractual information, credit institutions are required to direct 

attention to the tax relief on home loan interests or to other current public subsidies or 

to give information on where the borrower may obtain such advice. 

5.1.16. A sample repayment schedule in a form permitting written reproduction. The 

repayment schedule shall present payments by instalment on at least first six months, 

including the repayable sum of principal amount of the loan, sum of interests, the 

balance of the principal amount of the loan, the sum of every repayment and the total 

sum of the principal amount of the loan and the interests. The schedule shall have a 

clear reference that it is a sample schedule which may change if the home loan being 

applied for carries a variable interest rate. 

6. Final provisions 

The Guidelines become effective as from 15 January 2009. 


