
SECOND DRAFT 
New rental housing support programme
of state support for new affordable subsidized flats aimed at households with limited income or with special housing needs 
Aim of the programme

The aim of the newly prepared programme is to encourage the construction of smaller and affordable “adjustable” rental flats for households with limited income and for low-income persons with special housing needs (e.g. elderly people). There is general lack of new affordable rental housing construction and lack of new adjustable flats for using by elderly people or by people with lower self-sufficiency or disabled people in the Czech Republic. As the new housing construction is too expensive to compare with the average and lower incomes, the above mention target group is currently not a priority for private developers - investors into housing. Faced with an ageing population and a growing demand of socially needed households, the Czech Republic wants to encourage the new construction of smaller and affordable rented flats by offering an initiatory state financial investment incentive. The construction and the temporary management of these social rented flats with limited rents will enable an access for households with lower incomes and persons with special needs to a decent housing. 
Definition of Terms

For the purposes of the programme:

· An affordable subsidized rented flat means a flat to be built and then rented to satisfy housing needs of socially defined target group of persons (households with limited income and low-income persons with special housing need, like elderly people or disabled people);

· Construction means

· Construction of a tenement residential building with affordable subsidized rented flats, or
· Construction changes of an existing building that transform non-residential premises into affordable subsidized flats.
· Net income means income determined in the same manner and to the same extent as that determined for the purposes of subsistence minimum under a specific social acts; monthly wage means the average gross monthly nominal wage per natural person as established and promulgated by the Czech Statistical Office;

· Floor area of an affordable subsidized rented flat means the sum of floor areas of all rooms in this flat and all its fixtures, also outside the flat, if used exclusively by the tenant; one half of the floor area of basements that are not rooms and/or the floor area of balconies, interior balconies and terraces that are not rooms shall be included;
· An adjustable flat means an affordable subsidized rented flat that can serve, without additional technical construction modification, as housing for persons with restricted mobility and orientation and that meets the conditions listed in the Annex of this programme.
Beneficiaries of the programme and recipients of subsidies
Recipient of the subsidy can be a natural or a juridical person satisfied the conditions stipulated in this programme and is domiciled/has its registered office in the territory of

· a member State of the European Union, 

· a state that is party to the European Economic Area Treaty, or

· the Swiss Confederation.

Compatibility of the investment subsidies

The programme has not been prepared by the Czech Republic as a compensation for a service of general economic interest; the programme sets conditions for aid to certain economic sectors – i.e. sectoral aid. Therefore, the programme should be assessed directly under the Article 87 (3) c) of the EC Treaty. First, there is an urgent general need of affordable rental housing in the Czech housing market, which is not met by the current private developers in the free market. Second, there is the rowing number of low-income, elderly or disabled people in need of affordable housing – smaller rented flats with limited rents based only on cost cover formula. Finally, there is a process of deregulation of rents as a transformation step towards functioning housing market and former regulated rents are growing significantly.
The programme is set up in a way to limit adverse effect on trading conditions. The subsidy scheme is open to all potential investors and property owners (public as well private) without any discrimination between public and private actors, or against foreign investors. The level of state subsidy is proportional so that it provides an incentive effect to construct the affordable social rented housing without generating excessive profits and without crowding out private developers. The state subsidy has been calculated to cover only a limited proportion (no more than 10-20%) of actual construction costs. The restriction on the use of affordable subsidized flats ensures that state support is used only for the purpose of housing the socially needed households and the programme is limited in time to six years by the end of 2014.
State subsidies under the programme are needed to reach an objective of social equity that is otherwise not being sufficiently met by the free market. The state support will be proportional to the aims pursued and the effects on competition are restricted to the minimum necessary. Therefore, the programme will not adversely affect trading conditions to an extent contrary to the common interest within the meaning of Article 87 (3) c) of the EC Treaty.
Terms and conditions for granting and using the state subsidy
The subsidy (incentive investment grant) can be granted to any juridical or a natural person (applicant) that has filed an application requesting the subsidy provided the following conditions have been met: 

· The plot on which construction is to take place is owned by the applicant,

· The non-residential building in which the reconstruction is to take place (e.g. for the purposes of construction change of an existing building into residential one) is owned by the applicant,

· If new building construction is concerned, the municipality, in whose territory the construction is to take place, either has an approved zoning plan (master plan) or settlement plan or urban planning study,

· The applicant has obtained a final construction decision (if necessary for the construction according to the Construction Code),

· As of the day of application filing the applicant must not be declared bankrupt and must not be in liquidation,
· As of the date of application filing the applicant has no outstanding obligations vis-à-vis the state budget, a state fund, a health insurer, a region, a municipality or an association of municipalities, a bank or a foreign bank branch,

· The contractor (i.e. construction firm) shall be selected in conformity with the provisions of the Public Procurement Act and the contractor operates a quality management system in conformity with the applicable Czech technical standard, 

· All affordable subsidized rented flats can serve, without additional construction modification, for housing the persons with restricted mobility and orientation that meet the conditions listed in the Annex of the programme (i. e. all affordable subsidized rented flats shall be “adjustable”),

· The floor area of a subsidised rented flat shall not exceed 80 m2,

· The construction of affordable subsidized will finish within three years after the granting the subsidy.
Renting out affordable subsidized flats 
The recipient of subsidy (a property owner – a landlord) can conclude a lease contract covering the affordable subsidized rented flat only with a person able to demonstrate that his/her net monthly income during the twelve calendar months preceding the execution of the lease contract has not exceeded 0.75
 times the mean monthly wage. In the event other persons shall use a subsidised flat, the person - the future party to the lease contract - shall demonstrate that the monthly average of the sum total of net income of all household members during the twelve calendar months preceding lease contract execution has not exceeded 

a)
1.0 times the mean monthly wage in case of a household with 2 members, 

b)
1.2 times the mean monthly wage in case of a household with 3 members, 

c)
1.4 times the mean monthly wage in case of a household with 4 members, 

d)
1.5 times the mean monthly wage in case of a household with 5 and more members1. 

The recipient of subsidy (a landlord) can also conclude a lease contract covering the affordable subsidized rented flat for persons with reduced self-sufficiency, e.g. elderly or disabled people who has the “certificate of lower self-sufficiency” handed out by municipal authorities within the system of state social support (according to the social acts). There will be also an income limit1 for this target group.
The lease contract can be concluded for at most two years; the term of the lease contract will be then repeatedly extended, always for a term not exceeding two years, provided that the tenant shall have met, as of the date of lease contract extension, the above mentioned conditions and has duly fulfilled its obligations ensuing from the lease contract and from the provisions of the Civil Code referring exclusively to rental of flats. 
The recipient of subsidy shall not make execution of the lease contract covering an affordable subsidized rented flat conditional on deposition of funds covering the cost of construction or other financial performance, save amounts deposited to secure payment of the rental and compensation for services provided in connection with use of the flat and to cover other obligations related to the rental, amounts that must not exceed three times the monthly rental and the advance payment for performance provided in connection with using the subsidised rented flat. 
The recipient of subsidy, if a natural person, shall not conclude a lease contract with his/her close person, and a recipient of subsidy, if a juridical person, shall not conclude a lease contract with a person that is a
· Statutory body or a member of statutory body, 

· Member of the supervisory or controlling body, 

· Member, partner or shareholder, or

· Founder

of the juridical person concerned. The recipient of subsidy shall not give consent to conclusion of a sublease contract.
The rent per 1 m2 of floor area of an affordable subsidised rented flat, either agreed upon execution of the lease contract or amended during its term, must not exceed the limit that will be CZK 53 (i.e. cost rent) - from the effective date hereof until January 2010. The limit shall be modified as of 1 February of each calendar year according to the rate of inflation expressed as the increase in the mean index of consumer prices in the twelve months of the previous calendar year, compared with the average calculated for the preceding twelve-month period and promulgated by the Czech Statistical Office. 
All the conditions shall apply for at least ten years after the date on which the building inspector's approval concerning the affordable subsidized rented flat has become final. 

Disposal of the affordable subsidized rented flats 

The recipient of the subsidy – property owner and landlord - may not during ten years after execution of the contract granting the subsidy:

· To transfer to a third party title to the residential building with affordable subsidized rented flats or a co-ownership interest in it, 

· To conclude, under a special legal regulation governing ownership of flats (condominium act), a contract of construction referring to a building residential building with affordable subsidized rented flats or subsidized rented flats,

· To change the use of a subsidised rented flat to other than residential purposes. 

Amount and Drawdown of the Subsidy
The subsidy shall be calculated as the sum of partial amounts for individual subsidised rented flats according to these formulas:
If construction of a new residential building is involved the amount shall be CZK 5,000/m2, but at the same time no more than the percentage according to regional map (directly under the Regional aid
 system) as a part of the total construction cost for one building with affordable subsidized rented flats. If reconstruction (i.e. the change of existing building) is involved, the amount shall be 4,500/m2 but at the same time no more than the percentage according to regional map (directly under the Regional aid
 system) as a part of the total reconstruction cost for the building with affordable subsidized rented flats.
The subsidy shall be drawn on the basis of unpaid invoices using a procedure stipulated in the contract on granting the subsidy. 

Application for Subsidy
Applications for subsidy are filed always as of the date that the subsidy provider promulgates as the date for filing applications in mass media and in a manner that enables remote access (webpage of a state provider). The application shall specify the name and surname, domicile and date of birth (if the applicant is a natural person) or the firm or business name and the registered office (if the applicant is a juridical person). The applicant shall enclose the following with the application:

b)
If construction of a new residential building is concerned, a document evidencing approval of a zoning or settlement plan, or a document evidencing that an urban planning study has been negotiated,

c)
The final zoning and decision and construction permission, if necessary for the development concerned (according to the Construction Code), 

e)
The representation of the applicant that he/she/it has no outstanding financial obligations vis-à-vis the state budget, a state fund, a health insurer, a region, a municipality or an association of municipalities, a bank or a foreign bank branch,

f)
The comprehensive town-planning and architectonic design of the construction in conformity with the project documentation; zoning conditions referring to site preparation including connection to utilities, communication networks and sewage; the scope and method of utility network relocation, and connection to transport infrastructure,

g)
The declaration that the applicant is not bankrupt or in liquidation, 

h)
The financial project comprising budgetary costs related to subsidized rented flats construction, data evidencing the overall financial coverage of the budgetary costs, classified by individual sources, including the envisaged subsidy, 

i)
The energy certificate of the building project in conformity with the requirements laid down in specific legal regulation (energy acts, regulations and decrees) governing details of determination of energy use in heat consumption in buildings.
Control – state financial supervision
A violation of the provisions hereof by the beneficiary shall constitute a violation of budgetary discipline according to budgetary rules (Act on Budgetary Rules, which includes also rules for state funds). Unauthorized use of finances from the state budget, or other state sources, shall refer to the expenditure of the above mnetioned pusposes. If there is a delay in recovery for infringement of budgetary discipline the infringer shall be obliged to pay a penalty up to one per mille from the amount of recovery. The penalty shall be counted from the day following the day when the infringement had happened to the day when the appropriations were recovered or refunded as it is with a refundable financial assistance. Administration of recovery for infringement of budgetary discipline and penalty is handled by territorial financial bodies according to a special Act. 
Effective date
The programme will enter into effect in January 2009. 
Annex
Adjustable flats

· The layout of each adjustable flat must correspond to the manoeuvrability of a wheelchair, its collision-free passage through all rooms and areas of the flat, including a space for storage of the wheelchair. Taking into account the expected location of furniture, living rooms, bedrooms, antechambers and hallways of the flat must allow 360-degree rotation of the wheelchair (a circle with a 1,500-millimetre diameter). Flats for more than one person must provide sufficient space to allow the moving and manoeuvring of two wheelchairs at a time in basic habitable rooms (living room and one bedroom). 
· The entrance door to the flat, other doors and passageways in the flat must be at least 900 millimetres wide. Exceptionally, the entrance door may be at least 800 millimetres wide. Save for the entrance door, all doors in the flat must have a removable threshold. There must be sufficient space in front and behind doors for manipulating a wheelchair. 
· Staircases and inclined ramps located in front of doors must have a horizontal section at least 1,500 or 2,000 millimetres long depending on the direction in which the doors open. 
· Floor surface must feature an anti-skid design with friction coefficient of at least 0.6. 
· Loggias and balconies must be at least 1,500 (optimally 1,800) millimetres deep and accessible at the floor level of the living room with a maximum elevation difference of 20 millimetres. At least a part of the railing must be designed so as to allow a person in a wheelchair to see the immediate vicinity of the building. 
· Bathroom walls must allow the anchoring of supporting handles in various positions. The shower booth must be fitted with a folding seat 500 millimetres above the floor allowing front or sideways access, anti-skid tiles, drain in the floor, and a handheld showerhead controlled by a lever. The supporting handle and a soap holder must be located at a distance reachable from the seat on a wall perpendicular to the wall to which the seat is attached. There must be an empty space next to the toilet bowl at least 800 millimetres wide; the front must be at least 750 millimetres from the rear wall. The door must open in the outward direction. 
· All fixtures controlled by hand (switches, outlets, fuses, doorknobs, flushing handles) must be located at a height between 600 and 1,200 millimetres. Windows must have levers located no higher than 1,100 millimetres above the floor. 
· Accessibility of all amenities, i.e. basement stalls, bicycle and stroller storage room, workshops, laundry rooms, a civilian protection shelter, and the flat itself, must be designed to meet the needs of persons using wheelchair. If residential buildings are designed to contain garages, any modifiable flat must be assigned a parking space 3,500 millimetres wide with a barrier-free access.
� The figures will be calculated and possibly modified according to the cooperation  with the Ministry of Labour and Social Affairs.


� Commission regulation (EC) No 1628/2006 of 24 October 2006, on the application of Articles 87 and 88 of the Treaty to national regional investment aid.


� Commission regulation (EC) No 1628/2006 of 24 October 2006, on the application of Articles 87 and 88 of the Treaty to national regional investment aid.
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