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Finland is experiencing a dynamic phase in its construction sector, with
numerous large-scale infrastructure projects and sustainable building initiatives
underway. This vibrant environment offers significant opportunities for foreign
companies to engage in various industrial construction projects.

This guide provides insights and practical advice for foreign companies navigat-

ing the Finnish construction sector. It covers aspects that are crucial for running

projects, including contracting, project management, bidding and procurement,
corporate and tax considerations, and workforce management.
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Finnish contracting practice in a nutshell

The Finnish legal system is part of the Nordic legal family. Hence, businesspeo-
ple from Scandinavia will find many things familiar in Finnish contract law. For
everybody else, there is a couple of key traits that are good to keep in mind when
making contracts in Finland.

Maybe the most prominent trait of Finnish contract law is that it always places fact
over form. A Finnish court will never decide a case simply based on the parties using
a specific word or phrase in the contract. In fact, Finnish law is distinctly uninter-
ested in terms and wordings. Lawyers like to look at the whole of the contract, what
the parties actually intended, but also simply what makes sense.

Accounting for judicial discretion

Judges in Finland (under Finnish contract law) have wide discretion of adjusting
contract terms or setting them aside if they find that such clause is inadequate. This
is a blessing and a curse. It relieves parties, particularly such that are in a weaker
bargaining position, from part of the worries about contract terms: If things get too
absurd, one can rely on judicial help. On the other hand, this system makes the
outcome of possible disputes less predictable.

Consequently, the basic drafting paradigm is different in Finland than in many other
countries. It is not feasible to determine with any surety how far one can go, for
example in terms of reducing the other party’s rights, without the contract terms
being set aside by courts.

Instead, it is of particular importance to have the contract reflect as precisely as
possible the actual project at hand, and the actual justified interest of each party.
Only against such background is it possible to make the desired shifts, for example
in terms of liability, termination rights, or the like. Only if clauses can be recognized
(by a judge) as being firmly rooted in the project’s framework and nature, can one
be reasonably confident that the clause will withstand judicial scrutiny.

Form of contracts

Finnish contract law is mostly free of any compulsory form requirements. Contracts
can be made in any form that appears convenient for the parties (and satisfies the
parties’ need for evidencing existing agreements).

In practice, even business contracts of substantial value are routinely made by
e-mail, exchanging scans of the signed documents, or using electronic signatures.
For the latter purpose, third-party signature service providers are commonly used.

When signing electronically, originals are sometimes exchanged after the fact for
documentation purposes, but this is not required (and increasingly less common).

Remedies

Contract parties are largely free to agree on the contractual remedies that they want
to apply in case of breaches of contract or other disturbances in the contractual per-
formance. As far as they do not agree on anything specific, the normal remedies of
Finnish contract law apply. A few key observations on these remedies:

Specific performance can be enforced in court, i.e., the other party can claim
actual fulfilment of the contract and is not limited to demanding financial
compensation. For example, non-competition commitments can be
enforced by court injunction.

In the absence of appropriate limitation clauses, damages for negligent
breach of contract generally cover full compensation of all damages that
can be shown to have been caused by the breach, including consequential
damages such as loss of production.

Termination of the contract is possible in case of material breaches, with the
definition of material breach being somewhat ambiguous unless appropri-
ate contract clauses clarify the matter.



Use of standard terms

A distinctive feature of Finnish contracting practice is the widespread use of stand-
ardized contract terms. Such terms are generally drafted by groups of interested
parties in the relevant industry, with the purpose of creating a balanced framework
that may be applied to most of the relevant contracts.

For construction contracts, it is the YSE 1998 terms that are used in the vast majority
of building projects. As Finnish law completely lacks dedicated provisions concern-
ing work or construction contracts, the YSE 1998 terms are sometimes perceived as
if they themselves were the law. In any case, the terms are a strong expression of the
expectations that Finnish parties have when entering into construction contracts.

The YSE 1998 terms are not directly applicable unless they are explicitly referenced
in the contract. However, their wide acceptance gives the terms substantial weight
when interpreting unclear contract terms or filling gaps in the contract, even if they
are not referenced. It is a good idea to take them into account when drafting the
contract.

Arbitration clauses

Agreeing on arbitration procedures for settling legal disputes is common practice
in Finnish construction contracts. This is motivated by a number of circumstances,
including the sluggishness of Finnish court proceedings and the parties’ interest in
handling proceedings privately (court files are public as a matter of principle).

For transnational projects, there is also the fact that only in arbitration it is possible
to choose English as the language of proceedings, and to appoint arbitrators from
neutral jurisdictions.

The Finnish Central Chamber of Commerce operates an institute of arbitration
whose proceedings enjoy great popularity in the Finnish construction industry. For
proceedings of an international calibre, it is also common to use other arbitration
institutes, such as the International Chamber of Commerce (ICC).

Typical contract models

There are various ways to organise the contractual relationships and party structure
of a construction project. The choice is influenced, among other things, by the
client’s objectives and risk appetite, the capabilities of the project organisation, and
other project-specific factors. In Finland, the main contract types include turn-key
EPC contracts (kokonaisvastuu-urakka, KVR), general contracting (kokonaisur-
akka), and divided contracts (jaettu urakka), which differ primarily in the contrac-
tor’s scope of performance.

While an EPC contractor assumes the overall responsibility for the project, in general
contracting and divided contracts, the client typically remains responsible for the
design. In a divided contract, the works are allocated between a main contractor
and several side contractors, each being responsible to the client for its respective
scope.

Scope element EPC contract (turnkey) General contracting Divided contract

Engineering

Procurement

Construction
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EPC contract (turnkey) General contracting Divided contract

EPC contractor Designers Contractor Designers Main contractor| |Side contractors|

r-—--%+t---19
I I

Designers Subcontractors Subcontractors Subcontractors | | Subcontractors

The different models involve different contract relationships
for the relevant parties to negotiate and to manage:

Other common contract types include the construction management contract
(projektinjohtourakka), where the client retains extensive decision-making rights on
the execution, and public-private partnerships (PPP, elinkaarisopimukset), where
the contractor typically assumes a turnkey responsibility combined with long-term
maintenance obligations. The alliance model (allianssimalli), in which a client,
designers and contractors form a joint project organisation, is increasingly used in
large-scale infrastructure projects in Finland.

Acting as EPC contractor in Finland

Bidding for projects

Plant construction projects in the field of sophisticated infrastructure are being
increasingly contracted out as EPC general contracts. Foreign suppliers are
welcome, but they need to ensure that they are well-positioned to successfully
secure these contracts.

By awarding the complete contract to a contractor as a package, from the detailed
engineering stage to turn-key handover, the project owner cuts out many interfaces.
Conversely, for contractors taking on a general contract involves increased risks.

Generally, the contractor has to accept full responsibility for making sure the plant
is completed and fit for the purpose agreed upon. They can only plead uncertainties
and obstacles in extremely limited and exceptional situations.

Risk management with experience

From a technical perspective, the risk for an experienced contractor can be calcu-
lated - and insured if necessary. The legal and administrative framework, however,
poses challenges for foreign suppliers if they haven’t had solid experience of their
own in Finland.

For one thing, there are regulatory aspects that have a direct impact on the costs
of providing works and services: employment law and safety regulations first and
foremost, but also restrictions on importing and transport, and of course taxes and
duties.

The question of what is going to be delivered has even greater bearing on calcula-
tions and risk assessment. Here’s where the peculiarity of the EPC contract comes
into play: The owner generally only specifies a rough specification (FEED - Front End
Engineering Design) from which the functional objectives of the plant construc-
tion project are derived. It remains the responsibility of the general contractor to



meet the objectives while keeping in line with the requirements set forth by laws,
standards, and authorities.

If the supplier moves outside their geographical home area, they may encounter
challenges in assessing country-specific risks such as unanticipated safety require-
ments or documentation demands from authorities, changes in the working envi-
ronment due to legislative actions, and unexpected taxes.

Be well-prepared, make successful offers

In practice, it can often be observed that foreign bidders create a disadvantage
for themselves when competing for an EPC contract in that, due to the risk factors
named above, they either calculate an inflated risk premium in addition to the price
(causing them to quickly be eliminated from the running, saving transaction costs),
or put up too much resistance against accepting the business risks typical of an
EPC contract during contractual negotiations (leading to later and more expensive
failure).

For prospective contractors to be successful in Finnish EPC projects, it is in fact
necessary to be in a position where they can realistically assess and calculate
project risks. In this way, they can also convince Finnish clients that they can be
relied on to handle a complex project in the Finnish environment.

There are different ways to achieve this in concrete terms. When entering the
Finnish market on a long-term basis, consideration can be given to establishing a
separate, local staff with the relevant skills. Bringing in external expertise in the form
of technical and legal consultants will also be required in most cases.

The EPC contract in Finland, from the contractor’s perspective

Drafting and negotiating a general contractor’s EPC contract primarily follows the
needs of the project. Universal rules cannot generally be established. But of course,
conventions and customs in the target market - Finland in this case - are a factor.
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Full responsibility and assumption of risk

The basic idea behind the EPC contract is that the contractor assumes far-reaching,
full responsibility for the success of the construction project. A lump sum price is
usually agreed on for completion in this process.

The contractor’s project risk depends on the extent of the contractor’s responsibility.
This varies quite widely from project to project, and a tug-of-war is not uncommon
in contract negotiations.

The following questions in particular are typical points of contention for distribut-
ing risk:

Can the contractor assume the FEED to be correct, or will everything have to
be reviewed from scratch?

Does the contractor have to take care of obtaining permits (building
permit, environmental permit, industry-specific permits, etc.), draw up the
necessary documentation, and take responsibility for any delays that come
up?

Is it enough for the contractor to meet the technical objectives identified in
the FEED or the contract, or are they responsible for this in a more general
form so that the erected plant actually fulfils its purpose, too?

Can the contractor demand additional payment and schedule adjust-
ments in the event of unforeseeable circumstances (e.g., soil contamination,
actions of third parties, change in legal framework conditions), or do these
fall under contractor risk?

By taking an overly risk-averse position, a supplier may jeopardise their credibil-
ity as an experienced general contractor. Many of these risks can be commercially
estimated fairly reliably and priced into the commercial offer, if you are familiar with
Finland’s legal and factual framework.
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Change orders

Even if the project owner wishes to transfer responsibility to the general contractor
to the greatest extent possible, they will generally want to have the last word when
it comes to what is actually going to be built. The client may order changes to the
work to be carried out.

A Finnish client will not allow themselves to be deprived of this right in the contract.
You also won’t succeed in making the implementation of a change order dependent
on the parties first agreeing on the repercussions for the contract price and the
schedule. It is rather common practice in building contracts for the continuation of
work and project completion to take priority over all commercial matters.

Suppliers are well advised to accept this starting point and focus on the matters in
which they can realistically gain something;

agreement on feasible amendment procedures in which the contractor has
clarity regarding whether a change should be implemented, even if the price
is not fixed yet,

agreement on realistic price mechanisms that kick in when changes are to
be implemented without agreeing on a price in advance, and

consideration for the repercussions that change orders may have on the
EPC contractor’s full responsibility.

And of course, one should plan to maintain comprehensive project documentation
throughout the course of the project, which will help track the costs and repercus-
sions of change orders, and to observe the procedures that the contract provides
for enforcing surcharges and adjustments to the schedule.

Warranty and liability

Which warranties to assume and for how long depends on the nature of the project.
In Finland, a two-year guarantee period is customary. The YSE 1998 terms that are
commonly applied in the industry also allow for a subsequent liability for hidden
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defects, effective for ten years following receipt, if these are due to circumstances
such as gross negligence in the quality assurance agreed upon.

Without any contractual limitation of liability, the contractor’s liability - be it for
construction defects or the results of any breaches of contract - is legally unlimited
according to Finnish law. Even the standard YSE 1998 terms do not include any limi-
tation of liability.

Agreeing on liability limitations, particularly the exclusion of indirect damage and
the establishment of liability caps, is common. Willingness to accept responsibil-
ity is naturally just as presumed on the market as proper insurance coverage. Thus,
suppliers should avoid sending the wrong signals with exaggerated ideas about
liability limitation. However, the EPC contractor has an understandable interest in
not becoming the centre of risk in the contractual value chain: Passing on liability
risks to subcontractors, planners, and other contracting partners is only possible to
a limited extent.

13



Project management

Selecting your project partners: Keeping the chain strong

In large-scale projects, very different players come together on the various levels
of the delivery chain, each with their own expectations and preconceptions. The
contractors’ degree of professionality may vary as well as their financial soundness.
Probably the most effective tool of risk management is the careful selection of
business partners.

When selecting a subcontractor for a crucial portion of your delivery scope, you may
want that subcontractor to be liable for mistakes, and you also want them to be
financially capable to actually pay the bill if something goes wrong.

Workability over liability

The main objective is, of course, that nothing goes wrong in the first place. After all,
in the delivery chain, each company remains liable towards their own respective
customer for that same delivery. When you are procuring parts of a delivery via a
subcontract, it is highly likely that your own maximum liability will be higher than
the liability cap of your subcontractor.

Hence, rather than relying on liability clauses, making the project work is priority.
It is obvious that you will want to check your contractor’s background - reference
projects, financial data, and the like. When the subcontract is important for you, you
may also want to check the actual acting persons. Carefully drafted contractual pro-
cedures will ensure that the contractor sends project managers that have the expe-
rience they need, and that you have a say in the case of necessary changes in key
personnel.
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No weak links in the chain

Your subcontractor may again bring subcontractors, and that is fine and normal.
However, your risk increases with the size of the deliveries that your subcontrac-
tor contracts out. Your subcontractor should be obliged to provide the core of the
relevant services themselves.

A healthy delivery chain can be recognised by each link of the chain contributing
substantially to the delivery. If you have a subcontractor who does not add relevant
value to the delivery themselves but contracts most works out to another player,
then the chain becomes too thin at that point.

Much of a project’s success depends on successful communication. Communica-
tion of relevant specifications, communication of changed circumstances and their
impacts, communication between various contractors working on interdepend-
ent parts of the project. With the sub-subcontractor, you do not have contractual
mechanisms to ensure that they get the right messages and will be held liable. But
in order to make things work, you will anyway have to talk directly to them. When
something goes wrong, it will be hard to know who said what and what that means
for liability.

Variations in building contracts

The so-called General Conditions for Building Contracts (YSE 1998) govern the
majority of construction contracts concluded in Finland. One of the most relevant
issues covered by the terms is how to deal with variations to building plans during a
construction project. Depending on the type of project and the level of detail of the
plans the typical amount of modifications occurring during a construction project is
estimated at 2-10% of the contract price.

The most common types of disputes involve

whether the requested works constitute a modification,
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whether the requested change is permitted under the contract or under the
governing law,

and ultimately the contractor’s right to claim additional compensation.

Obligation to implement a modification

Variations to the design, deficiencies in the plans or surveys or changes in con-
struction regulations may, among other things, trigger the need to make changes
to a construction contract in the course of the project. The YSE terms stipulate a
procedure which applies when the original contract does not contain a mechanism
to handle changes to the building plans or other additional works.

The YSE terms make a distinction between modification works and additional
works. Modification works result from a change in a plan referred to in the contract.
The modification may be either a change, increase or reduction of works. Additional
works, on the other hand, are works carried out by the contractor which did not
originally form part of the obligations agreed under the contract. For example, if the
parties agreed on the installation of piping in a building, piping works in the yard
area would likely qualify as additional works. On the other hand, the addition of
further piping interfaces to the systems inside the building could be considered as
modification works.

Under the YSE terms, the contractor is obliged to carry out the modification works
requested by the client. The contractor may refuse to do so only if the requested
modification would significantly alter the nature of the building contract work.

The contractor is entitled to an increase in the contract price provided that there
is an increase in contractor’s obligations due to modification of the building plan.
Such modification must be first indicated to the contractor by the client. In order to
agree on the price adjustment, the contractor must submit a tender for the modifi-
cation work. No modification work may be commenced before agreement in writing
has been reached on the content of the modification and its effect on the building
contract - unless execution of the relevant works is instructed as disputed works
(see below).
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Notification of Change
by client or contractor

Change Order Proposal
by contractor, including cost and

“Work First, Negotiate Later”

The Finnish General Conditions for Building
Contracts (YSE 1998) set out a change order
procedure where the Client may request the
Contractor to execute the works even if the
parties cannot agree on cost and/or schedule
impact of the change at that stage.

Approval of Change Order

schedule impacts

Negotiation

rejection/counteroffer and Agreed?
negotiation on new terms

by client without undue delay

Request for

Disputed Works

client requests works to be
executed as disputed

Execution of Works Final Settlement No Execution

to the extent agreed by parties

contractor refrains from
execution of works

solving cost and schedule
impacts, ultimately in
arbitration or court

The Change Order process in a typical
Finnish construction contract (YSE 1998)

The YSE terms contain no obligation to implement requested additional works. The
parties may freely agree on the price, the time of completion and the impact on the
project schedule. If no agreement is reached the contractor is not obliged to carry
out the additional works - again with the exception that disputed works may be
instructed.

Disputed works

If the parties are in dispute over the nature of the work - i.e., on whether it qualifies
as modification or additional work - or if the parties cannot agree on the conse-
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quences of a modification in terms of price and/or schedule, the YSE terms provide
that if the client so requests the contractor must complete the requested work.

The idea is that the dispute should not endanger the project under any circum-
stances. The consequences in terms of costs and schedule must then be deter-
mined later - if necessary, in litigation or arbitration.

If the client orders the execution of disputed work, the contractor should in any
event provide the client with an offer in respect of the work the contractor regards
as additional. The client then bears the risk that the work is to be compensated as if
an agreement regarding reasonable compensation has been achieved.

If it is entirely obvious that the work demanded by the client is additional work, the
contractor may also in some cases have grounds to terminate the contract instead
of carrying out the additional work. But this is a risky road to take.

Procedural requirements

In practice, parties often deviate from YSE’s formal requirements. For example, the
project schedule may be so tight as to make it impossible for the parties to follow
the formal agreement procedure, or the parties decide to agree on the modification
verbally.

If no written agreement on the price of the modification is concluded, the contractor
risks losing the right to claim payment for the work done — even if it is not disputed
that the works were modifications to the original plans.

If a contractor fails to indicate a modification to the client, the contractor may under
certain circumstances lose its right to claim payment if no written agreement is
made. The Finnish Supreme Court has highlighted the contractor’s responsibility to
identify the modifications and communicate price and schedule effects.

The parties may, however, agree on a procedure that differs from the YSE require-
ments. Whether, and to what extent, a verbal agreement or an established site
practice for contract modifications can overrule the formal written requirements
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laid down in the YSE terms, depends on the circumstances of the case. Practice
established between the parties, the necessity of carrying out the work, and the
benefit of the work to the client may all be of importance when considering setting
aside contractual procedures.

Obviously, these considerations are mostly relevant for evaluation after the fact. In
a prudently managed project, if it is anticipated that it will be impossible to follow
the requirements set out in the YSE terms (or the contract), it is advisable to agree in
advance in writing on any deviations from such requirements.

Claims management

It is imperative for any contractor in the delivery chain to arrange for project man-
agement that continuously monitors developments in the project and duly reacts if
it turns out that something is not as it was intended. Any changes or obstacles to the
work must be notified and specified, price and schedule effects must be outlined
and discussed with the customer, and agreement must be found. If no agreement is
achieved, the contractor may need to refuse execution of changed works unless the
customer confirms that such works should be executed as disputed works.

All this is necessary in order to be able to make claims later. This kind of paperwork
is often out of the comfort zone of site managers and supervisors whose focus is on
getting things done. Itis also work that can be experienced as a strain on the day-to-
day cooperation between the contract parties, which will usually be fully amicable
at this point of time.

Nevertheless, the potential losses for the contractor in case of negligent claim man-
agement are so substantial that arranging for claims management is an essential
part of diligent project management. It will often be a good idea to entrust this task
with a dedicated person not otherwise involved in day-to-day site work, so as to
alleviate the aforementioned concerns.

The need for stringent claims management is not limited to a contractor’s relation
to its customer. The same need occurs in relation to subcontractors. Most contrac-
tual arrangements require that a principal address any quality issues or schedule
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failures in due time during the project. Waiting until the completion of the works
before sending reclamations or refusing takeover carries a high risk in a possible
dispute. Hence, project-time claims management is necessary in both directions in
the contractual chain.
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Bidding in public procurement

Rules of thumb for bidders

Contracting entities of major infrastructure projects in Finland are commonly public
authorities or equivalent organisations and consequently subject to the strict
requirements of public procurement law. Application of these regulations opens up
the market for cross-border tenderers.

Contracts that exceed certain sector-based thresholds (for example, EUR 5,404,000
for construction contracts and EUR 432,000 for infrastructure planning services)
and are consequently of particular interest in terms of international tenders are
published in the Official Journal of the EU. These procurement notices can be
accessed via the TED database (ted.europa.eu).

Procurement notices falling below the respective threshold are published exclu-
sively in the Finnish HILMA database (www.hankintailmoitukset.fi); however,
tenderers from any country may also bid for these contracts.

The rigidity of the procedure requires tenderers to disengage somewhat from the
typical mindset of a businessperson.

Completeness. The tender must meet all requirements defined in the call for tender
from the outset. Subsequent amendment is not possible.

Consistency. Should the tender contain contradictory information, the contracting
entity may ask for a clarification - but it does not need to. Tenderers should expect
that in cases of contradictions and ambiguities, the least favourable values will be
applied for the purposes of tender comparison. This will also be the case where
such values are stated in a subordinate appendix to the offer.

Form. The procurement notice will often stipulate a specific structure for the tender
or may even prescribe the use of a commensurate form. The use of an alternative
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individual form of presentation by the provider will be disadvantageous in practi-
cally all cases and may even result in elimination from the tender.

Improvements? Resist the temptation to offer an even better product than that
requested. This will not gain any advantage within the tender comparison process.
Independent replacement of the required functionality by a better (but different)
alternative frequently results in exclusion from the tendering process.

The procurement notice as a benchmark

The procurement procedure is strictly designed to ensure equal opportunity
amongst those tendering. As a result, tenders should not deviate in any respect
from the specifications determined in the tender document.

Occasionally, in the process of developing their technical solutions, companies may
have already achieved a technical level superior to that specified in the procure-
ment notice. The temptation to offer the ‘better’ solution is considerable.

This may be encouraged by the fact that, rather than price alone, the decisive award
criterion defined in most Finnish calls for tender is the “most economically advan-
tageous tender” criterion. However, this criterion must not be interpreted to mean
that the tenderer should bring each and every merit offered by their individual
product to bear. On the contrary, the evaluation criteria are clearly specified in the
procurement document and defined under an objective scoring system. Deficien-
ciesin the defined criteria cannot be compensated by other benefits.

In principle, Finnish public procurement law allows for deviation from the specified
standards if the technical characteristics of the solution offered are commensu-
rate with those of the solution required. Nevertheless, specifically with regard to
the comparability of such deviations, award decisions have increasingly been the
subject of (often successful) appeals in recent years. As a consequence, when con-
cluding their award decisions, public procurers currently tend to steer well clear of
grey areas that run the risk of the decision being subsequently reversed by judicial
proceedings. In any case, any risk on the part of the tenderer in this respect is
entirely needless.
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Procurement procedures

Procurement in its basic form involves an open process for a specified performance
with an unlimited number of tenderers. However, in infrastructure projects, the con-
tracting authorities generally resort to other procedures.

Qualification and negotiated procedure

The most common procedure is the negotiated procedure, which first involves
the qualification of a group of tenderers. Negotiations are carried out with these
tenderers to determine the details of the technical and commercial solutions
subject to tender.

On occasion, tenderers have been tempted to take a somewhat relaxed approach
when preparing the initial (provisional) offer. This can cause friction within the
procedure and in the worst cases may result in denial of qualification. Despite being
designated as negotiation, the process is not comparable to business negotiations
as they happen in the free market.

The tenderer may make proposals to the contracting authority during the negotia-
tions. The tenderer may suggest that specific changes in the tender details would
resultin an economically more favourable offer.

However, the provisional offer remains binding. Subsequent amendments can only
be undertaken to the extent in which the contracting authority modifies the final
call for tender. The contracting authority has also an option to completely skip the
negotiation phase and choose the most economically profitable initial offer without
negotiations. Consequently, the provisional offer must fulfil all the tender criteria
and be structured in a way in which the tenderer is willing to effect supply at the
conditions offered.

Competitive dialogue and innovation partnership

A special form of the negotiated procedure is the competitive dialogue. This
procedure skips the provisional offers and includes rather open negotiations with
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contract and
contract award
notice

notifcations

the participants concerning the way by which the needs of the contracting entity
can best be served. It is only on the basis of these negotiations that the contracting
entity formulates the actual requirements and the call for bids.

With innovation partnership, the objective is to acquire something that is not
available on the market yet. The product development phase and the contract
for the finished solution are combined in the procurement - this means that after
the product, service or prototype has been developed, it can be acquired from the
developer. The research and development work can consider either a whole new
product or service or a complete change of an existing one.

Appeal against flawed award decisions

In the event of a flawed contract award, tenderers can bring legal proceedings
before the Market Court, whereby extremely short periods of limitation apply.

As a rule, proceedings must be initiated directly following the contract award
decision. However, where a tenderer has already been ruled out of the procedure
by a preceding decision (e.g. in the qualification procedure), this prior decision must
be promptly appealed against.

Under normal circumstances, before concluding the award of contract the contract-
ing authority is required to wait for the final decision in the legal proceedings. Where
the legal action is successful, the award of contract must be repeated while ensuring
avoidance of the established flaw.

Particularly in the case of major infrastructure projects, the contracting authority
will often be authorised by the Market Court to execute the contract award decision
despite a pending appeal. Where the contract is duly concluded, it will not be
rendered invalid in the event that the contract award decision is subsequently
judged unlawful. In this case, the petitioner will only be entitled to financial com-
pensation. Such a claim will only succeed where it can be shown with near certainty,
that the party in question would have successfully been awarded the contract had
the decision been correct.
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Bidding for Project Alliances

Public purchasers are conducting a growing number of procurements for large
infrastructure projects in the form of so-called project alliances.

Aproject alliance is based on the idea that the parties form a joint, integrated project
organization in which risks and liabilities as well as opportunities are shared by the
parties. In recent years, various prominent projects were implemented as alliances,
with significant success in terms of project duration and cost savings.

A paradigm shift

The alliance concept implies that the opposition of the client on the one hand and
the supplier on the other hand is removed. Both of them work closely together on
planning and implementing the project. In the end, either all parties win, or all of
them loose.

Of course, it is still the client who is paying, and the supplier will have to provide its
services. But the parties will not agree on a certain price, the sufficiency of which
may then be debated later. Instead, both work and agree on a cost budget. In the
course of project implementation, the supplier will be compensated for all costs
actually incurred, and a certain percentage is added as a premium. It is this percent-
age that actually constitutes the “price” element in the supplier’s bid.

The alliance concept assumes that the interests of client and supplier are aligned. In
order to achieve this, an incentive system is created, granting bonuses for savings in
cost or overachievements in terms of the work result. Maluses may be “earned” as
well, i.e.in cases of cost overrun or delays.

Earlier investment

The members of the alliance are expected to contribute substantial resources to
the common project management. Most decisions are to be made unanimously.
The common decision-making organs are expected to settle all questions swiftly. In
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turn, the alliance contract models in use in Finland provide for an almost complete
exclusion of any legal remedy for either side.

Alliance projects have met a considerable degree of enthusiasm. It is obvious that
the model is capable of creating a cooperation environment in which all resources
are focused on the success of the project (rather than securing one’s own rights).
It is equally obvious that the desired effect will depend on many factors. Procure-
ment agencies underline that the choice of the right alliance partners is key in this
process.

For bidders, this means that they will have to invest more resources into the bidding
process earlier in the project timeline. The bidder must convince the client that they
will be capable of cooperating productively in the alliance model. They will have to
provide their own vision of the project and also already present a team of people
that are to represent the bidder in the project management group.

Participation as subcontractor

On the other hand, not every party supplying goods or services for the project is
necessarily a member of the “alliance” The latter generally consists of high-level
suppliers and designers. It is possible and common that works are awarded to sub-
contractors. These generally conclude standard work contracts with one or several
of the alliance members.

Regardless of which alliance member(s) acts as the contract partner for the subcon-
tractor, itis part of the alliance concept that the whole alliance is factually the client.
This is because the compensations to be paid to the subcontractor are regarded as
project costs and will be reimbursed in full to the alliance partner that contracted
the subcontractor (the alliance partner’s premium added). In turn, the choice of
subcontractors and the approval of their terms is part of the alliance’s decision-
making process, with the unanimity requirement in force.
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Licenses and permits

Procedures and permits for industrial building projects in Finland

The timely availability of authority permits is a determining factor for a project’s
schedule. Permits have to be applied for in the project owner’s name. But technical
preparation of applications often falls to the general contractor - occasionally along
with the risk of the permit’s timely issue.

Planning and communication

Every industrial project in Finland requires a number of permits for which different
authorities are each responsible. The different procedures are independent of one
another, with no centralised procedure in the sense of “one-stop shopping.”

Many procedures also entail public hearings and/or obtaining statements, which
require budgeting for time. Therefore, it is important to plan out procedures from
the beginning and dovetail them appropriately in order to adhere to the project
schedule.

In addition to the processing time, it may be hard to predict whether authorities
will be satisfied with the submitted documentation. However, this uncertainty can
be mitigated to a considerable extent through proactive and close communication
with the officials in charge. Finnish authorities are open to directly exchanging infor-
mation, and clerks are usually responsive to informal phone calls or meetings.

Permits unrelated to the industry

At the beginning, there is municipal land-use planning, which in many cases has to
be adapted for the planned project. This is a decision process at the level of local
politics, but preparation is often done in cooperation with the project owner (and
frequently at their own expense).
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Likewise, the environmental impact assessment has to be done in an early stage if
the size of the project makes this a requirement.

Actual licensing procedures include in particular:

The building permit (under building law) from the municipality is based on
urban land-use planning.

An environmental permit certifies the planned operations’ compatibility
with environmental values and investigates disruptions for neighbours. It is
issued by municipal environmental authorities or the Finnish Supervisory
Agency depending on the case. In principle, the latter issues a permit where
the project has significant environmental impacts, extends across more than
one municipality or requires both a water permit and an environmental
permit.

A separate water permit is required for any use of natural water bodies.

Other permits for traffic regulation, over- and underpasses on streets and
rails, interference with air traffic due to high buildings, impact on nature
reserves or similar may be required.

Tukes

The Finnish Safety and Chemicals Agency (Tukes) is the most important licensing
authority for industrial plant construction. Their scope of responsibility includes
supervising a multitude of industrial applications.

The Tukes work areas most relevant to plant construction cover all plants in the gas
sector (particularly liquefied gases, natural gas, and LNG), containers for chemicals,
pressure tanks, and electrical and measurement engineering.

Particularly plants in which chemicals are going to be processed, transported, or
stored on a large scale, require a prior construction licence from Tukes. Natural gas
also counts as one of the chemicals.
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Environmental

Impact Assessment

Land Use Planning Mandatory above certain
Typically via master and/or thresholds or case-by-case
detailed plan, or a clean
transition placement permit
Building Permit
Commonly required for all
Environmental significant structures
Permit
May be required case-by- Specific Permits

case depending on nature of
activities and emissions Depending on nature of
(noise, flicker, heat etc.) activities and impact on
protected species, water
bodies, aviation, radars etc.
Chemical Permit

Required for processing or
storing certain chemicals or
related construction
Grid Connection
Grid connection agreement
and grid service agreement
Operation licenses for with TSO/DSO

specific industrial plants,
such as pharmaceutical
factories or nuclear plants
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The licence must generally be present before construction starts. This is issued
upstream through public hearing. If the project comes under the scope of the
mandatory environmental impact assessment, this has to be present before
applying. All of this must be taken into consideration during project scheduling.

If the project requires a construction licence, it generally also needs an operating
licence which is issued after completion and a commissioning test.

Other licensing authorities specific to the industry

Not all projects fall under Tukes’ scope of responsibility. Depending on the object of
the project, one or more other licensing authorities may be relevant. These include:

Finland’s Radiation and Nuclear Safety Authority (STUK) is the authority for
monitoring and licensing nuclear plants, but also for industrial applications
in which radiation is used or formed.

The Finnish Medicines Agency, Fimea, issues permits for manufacturing and
selling pharmaceutical products.

Allocating permitting responsibilities in the delivery chain

A supplier who has accepted responsibility for licensing will have to compensate for
the consequences of late delivery if the delay is due to licensing issues. For contrac-
tors, it is an important decision whether to apply for the necessary licenses them-
selves or to hand these responsibilities down to subcontractors. The apparently
easiest solution is not always the best.

It is not always feasible to shift responsibility for licence procedures to sub-suppli-
ers. After all, if any delays occur in the licensing process, this commonly leads to a
standstill in the whole project. Even more fatal are the consequences if a necessary
license is simply forgotten. A subcontractor will not be likely to be able to carry
these consequences under its contractual liability.
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The general contractor, as well as any contractor down the delivery chain should
consider independently which licences will be needed, what is the quickest and
most effective way to obtain them, and how much time should be allowed for the
process. One should not make assumptions on these issues based on experiences
in one’s home country.

Various issues have a bearing in this regard:

Often the party who has the best technical know-how will also be in a
position to prepare application procedures effectively.

On the other hand, a local company acting as applicant might be the most
effective door-opener.

The applicable public law may restrict the group of possible applicants.

Some licences can be applied for by way of a simplified procedure if the
applicant already holds certain general licences. General operation licences
often include licences for transport and storage of dangerous goods,
whereas an applicant not holding an operation licence would have to run
through the full procedure.

In order to protect business secrets, one will often have an interest in the
centralised handling of applications.

These aspects may sometimes point in different directions. The most effective
solution may demand a tailored division of responsibilities in which the internal
responsibility is borne by one party, but the external representative function is
fulfilled by the other.
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Taxation

Income taxation of construction activity in Finland

Whenever a foreign company engages in a construction project in Finland that may
take more than a few months, becoming subject to corporate income taxation in
Finland is a possibility to be considered.

Taxation is straightforward if the contractor handles the project through a subsidi-
ary established in Finland. In that case, the subsidiary’s income is taxed exclusively
in Finland. The amount of income generated for the subsidiary will depend on the
pricing mechanisms established between the subsidiary and its parent. In cross-
border scenarios, such transfer pricing must be at arm’s length: The pricing must
correspond to what non-affiliated entities would have agreed. Compliance with the
arm’s-length principle must be well documented, with additional formal require-
ments in place depending on the extent of operations.

If the contractor does not act through a subsidiary in Finland, they may still be
subject to taxation in Finland with the income generated in Finland if the contrac-
tor’s operations are such that they are considered to have a permanent establish-
ment under Finnish tax law and applicable tax treaties.

Tax treaties are bilateral agreements between states that have the purpose of delin-
eating each country’s right of taxation in cross-border cases, and to avoid the risk of
falling subject to double taxation in different countries with the same income. Most
tax treaties, including those made by Finland, follow more or less closely the OECD
Model Tax Convention.

In general terms, a foreign company is considered to have a permanent establish-
ment in Finland if it maintains a fixed place of business in Finland (e.g., site offices
or equipment storage) through which the business is wholly or partly operated. The
degree of control over the site, continuity, and the nature of the work carried out are
relevant considerations.
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However, according to most Finnish tax treaties, a building site, construction or
installation project constitutes a permanent establishment only if its duration
exceeds a specified threshold. This threshold is twelve months in most cases.
In some cases, most prominently for the Baltic countries, a shorter six-month
threshold is applied.

Separate projects may be aggregated when determining the duration threshold,
especially if they are commercially or geographically coherent. For example, if a
company undertakes several phases of construction on the same site or in close
proximity under related contracts, tax authorities may consider them a single
project. A foreign contractor may also be deemed to have a permanent establish-
mentin Finland if they supervise activities on-site for a sufficiently long period, even
if the actual building work is subcontracted.

If a permanent establishment emerges, the contractor becomes liable to pay
Finnish income tax on the income attributable to the permanent establishment.
This requires keeping separate accounts for the Finnish activity and may lead to
obligations such as registering for Finnish corporate taxation, appointing a tax rep-
resentative, and filing tax returns in Finland. Based on the tax treaties, taxes paid
in Finland are taken into account in taxation in the contractor’s country of origin,
either by crediting the amounts paid or by exempting the relevant income from
taxation there.

Value-added taxes

As soon as a contractor has a fixed establishmentin Finland, it is also liable to apply
value-added taxes in Finland. The meaning of a fixed establishment in VAT added
taxation is closely related to but not identical with the term “permanent establish-
ment” in income taxation.

There is some degree of uncertainty as to what exactly is required for a fixed estab-
lishment to emerge. Finnish tax authorities prefer applying a nine-month threshold
for individual or aggregated subsequent construction projects. However, this
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threshold is not based on a legal definition and may be challenged in future. In bor-
derline cases, it may be prudent to register for voluntary VAT liability.

As a peculiar trait of Finnish VAT, a reverse charge mechanism applies to building
work and related services under certain conditions. This system shifts the VAT
liability from the seller to the buyer, aiming to combat VAT fraud in the construction
sector.

The reverse charge applies on the sale of construction services (not goods), and it
requires that the purchaser of the services is also a construction company (i.e., an
enterprise that is engaged in the sale of construction services). Hence, the concept
is tailored for the relation between a contractor and their sub-contractor in building
work, although other scenarios may qualify as well.

Where the aforementioned conditions are fulfilled, reverse charge is obligatory. The
subcontractor would charge their contractual fees without VAT, and VAT must be
declared and paid by the purchaser. It is the responsibility of both parties to assess
whether the reverse charge applies. Incorrect application can result in penalties or
the obligation to pay VAT retrospectively.
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Insurances and risk management

Foreign contractors undertaking large-scale construction or industrial installation
projects in Finland - whether under turnkey contracts or as specialised subcontrac-
tors — face a range of risks that must be proactively managed. These risks are not
only technical and operational in nature, but also legal and contractual.

Contractors typically assume significant responsibilities in EPC or installation
projects, and many bring their own machinery, tools, and workforce to the site. The
risks they face can be grouped into several broad categories:

Construction and operational risks (e.g. damage to works, delays, defects)
Liability risks (e.g. personal injury, property damage to third parties)
Logistics and equipment risks (e.g. damage in transit, customs issues)
Employer obligations (e.g. occupational safety, social security)
Compliance risks (e.g. incorrect tax or social security handling)

There is no single right way to handle these risks. Some of them may be small
enough that they do not need to be handled at all. For example, certain contractual
liabilities may effectively be limited to amounts that can be funded from the con-
tractor’s normal business budget if necessary.

But there will be many risks that do need attention, and it is a good idea to identify
and address these as early as possible in any project. Adequate risk management
will usually entail a mix of elements.

First of all, certain risks may be contracted out to other project participants, in par-
ticular to subcontractors and suppliers. Of course, it is not enough to enter into a
contract in which a supplier accepts wide liability for damages, defects, or delays.
It is also necessary to ensure that the supplier is able to carry the risk if damages
materialise. If the supplier themself is not strong enough to carry the risk, they
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should be required to procure adequate insurances. However, it may be more cost
efficient not to move the risk to the supplier at all and procure insurance yourself.

Taking out sufficient insurances is at the core of project risk management. No single
insurance should be viewed in isolation, but insurances taken out by a contractor
should form a coherent set that covers the actual project risks and does not leave
gaps. Underinsurance of risks should be avoided, as this will usually lead to reduc-
tions in cover in case that damage occurs, even if the damage remains within the
defined limits of insurance cover.

Certain insurances are mandated by law, including most notably accident insur-
ances and pension insurances for employees active in the project (whether local or
posted). We will cover these further below.

Insurances are also commonly mandated in Finnish contracting practice. Ulti-
mately, adequate cover is of course in the contractor’s own interest regardless of the
contract. The following types of insurance are typically considered:

CAR/EAR insurance (Construction/Erection All Risks): Typically taken out
by the project owner or main contractor, but foreign subcontractors should
ensure that they are named as insured parties. Alternatively, they may be
required to provide their own CAR/EAR insurance if working independently
or on isolated site areas.

DSU insurance (Delay of Startup): Usually an extension to CAR/EAR insur-
ances, DSU covers a loss of revenue suffered by the project owner in case
of delays caused by insured events. Where the main contractor is required
by contract to take our CAR/EAR insurance, such requirement may include
DSU cover for the benefit of the project owner. It should be noted that DSU
insurance does not typically cover the contractor’s risk of having to pay liqui-
dated damages for delay.

General liability insurance: Contractors must carry their own third-party
liability insurance, covering both personal injury and property damage. This
must also be valid in Finland and align with local standards.
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Professional indemnity insurance (PI): Where design or engineering

services are involved, Pl insurance may be required.

Equipment and Tools Insurance: Machinery and tools brought into Finland
are not usually covered under site CAR/EAR policies. Separate coverage
(either through transport insurance or a standalone policy valid in Finland)
is often necessary.

Finally, and above all, diligent project management is the cornerstone of all risk
management. In some cases, such as for compliance risks, it is the only way to
manage risks adequately. But also where risks are contracted out or insured, it is
usually necessary to manage observations, communications, and claims towards
contract partners and insurers in a stringent way in order to avoid loss of claims
or cover. Diligent management includes involvement of local legal and insurance
experts early during contract negotiations.
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Posting employees to Finland

Work and residence permits

EU, EEA and Swiss citizens

Citizens of the European Union, Iceland, Liechtenstein, Norway and Switzerland do
not need a work or residence permit to work in Finland. They are, however, required
to register their residence right with the Finnish Immigration Service if they reside
in Finland continuously for more than three months.

The process is different for Nordic country citizens. They need to register long-term
residencies of over six months with the Digital and Population Data Services Agency.

Third country citizens

Citizens of other countries typically require a residence permit that grants the right
to work:

The general residence permit for an employee is only granted if no suitable
workforce is available in Finland within a reasonable time (2 weeks) in the
relevant line of work. Proving this may require the employer to first make
a (unsuccessful) public job posting at a dedicated platform. The work
force criterion applies only to this permit type. In addition, there is also a
minimum salary requirement of EUR 1,600 per month.

Highly skilled employees with special skills, whose remuneration is at least
equal to the average gross wage of Finnish employees (EUR 3,937 per month
in 2026) may be granted a residence permit for a specialist. The require-
ment of special expertise is typically demonstrated by a higher education
degree.

Highly skilled workers whose employment in Finland lasts at least six
months may obtain an EU Blue Card, if they have a higher education degree
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that takes at least 3 years to complete, or at least 5 years of professional
experience equivalent to higher education.

Other residence permit for employment apply in specific cases, such as
work for a delivery of a machine or a system (up to six months), preparation
of the company’s establishment to Finland, such as market research and
order preparation, if neither the employer nor the employee has an estab-
lishment in Finland (up to one year), consulting work (up to one year), and
top or middle management roles.

In certain limited cases, no employee residence permit is required for short-term
work up to 90 days within a 180-day period, but a visa, visa exemption or Schengen
residence permit is sufficient.

The first permit is always for a fixed term, which depends on the duration of the
work task. The typical term is one year and the maximum term two years. Possible
extensions must be applied before the expiry of the initial permit.

As arule, residence permits need to be applied for by the employee in question, and
the application process includes an in-person meeting at an embassy, consulate
or service point. The employer is required to submit certain information about
the employment, and the permit decision is notified both to the employee and
employer. Processing time is as a rule two months.

Obtaining a residence permit typically requires confirmation that the following pre-
conditions are met:

The employer has fulfilled and is able to fulfil its employer obligations.

Employment terms match those in Finnish legislation and the applicable
collective agreement or, in its absence, applicable market standard.

The employee has the special qualifications, authorisations and medical
conditions required for the work.
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The employee’s salary is secured for the permit duration, the salary is at
least EUR 1,463 per month (full-time work, in 2026) and complies with
minimum requirements of the applicable collective agreement (or, in its
absence) market standard.

Employment terms

Applicable law

The law applicable during to the employment relation during the posting depends
on what the parties have agreed in the employment contract. In absence of an
express agreement, the law applicable to the employment relationship is generally
determined based on the main place of work.

Even where the employment relationship in general is governed by the law of
another country, certain mandatory terms of Finnish law must be observed during
the posting to the extent they are more beneficial to the employee than the appli-
cable foreign provisions. These include working hours, annual holidays and related
remuneration, family leave, salary, travel and accommodation costs, work safety
and occupational health. Additional requirements apply when posting individual
employee to Finland for over 12 months.

In addition, Finland has numerous collective agreements which have been
declared as generally binding. As a result, the mandatory provisions of these agree-
ments therefore must be observed by all employers in the sector (regardless of
employer association or union membership). This typically concerns salary, regular
working hours, overtime, annual holiday, among other benefits. The applicable
collective agreement depends on the employer activities and employee tasks and
qualification.

Working time

The statutory regular working time is 8 hours a day and 40 hours per week, but most
collective agreements provide for shorter regular working hours.
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COLLECTIVE AGREEMENTS MAY CONTAIN MORE DETAILED OR SECTOR-SPECIFIC RULES

Overview of accrual and utilisation
of annual holidays in Finland

Overtime work or work on Sundays and holidays requires employee consent and
is subject to higher renumeration. The applicable rules depend on the employ-
ee’s position and more flexibility exists for supervisory positions. Flexible arrange-
ments or balancing out working time over longer time are possible within certain
limits, with the extent depending on nature of work and local agreements between
employees and employers.

Annual holiday

Unlike in many other countries, Finnish provisions on annual holidays are not tied
to the calendar year. Instead, annual holidays are earned during the holiday deter-
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mination year, which runs from April to March. These holidays are typically granted
during the following holiday season, from May to April.

Employees accrue 2 or 2.5 days of vacation per month, depending on their length
of employment with the company. Holidays are calculated based on a six-day work
week, effectively providing four to five weeks of annual leave.

Most collective agreements also include extra holiday pay, typically 50% of the
salary paid during the vacation, on top of the regular salary.

Finnish holiday rules can be challenging to align with those of other countries, high-
lighting the need for special agreements when posting employees abroad.

Salary

There is no minimum wage specified in Finnish legislation. Instead, minimum wage
levels are typically determined in the collective agreements. If no such agreement
applies to the posted worker, a normal and reasonable wage must be paid.

Occupational health care and work safety

Employers are required to provide preventive occupational health care for
employees. The employer typically concludes a service agreement with a selected
provider, which include public and private options, and must prepare an occu-
pational health care implementation plan. While employers are not required to
organise medical care for employees, they may choose to do so voluntarily.

Employers also have an extensive responsibility for ensuring work safety. This
relates to the work, workspaces, work procedures as well as tools, equipment and
materials used. Employers must continuously monitor the working environment to
identify and prevent any occupational hazards. Key obligations include drawing up
a health and safety programme and implementing the safety measures specified in
it.
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Contractual arrangements

The overlap in employment provisions between different countries creates consid-
erable complexity and ambiguity. Therefore, it is advisable to conclude an explicit
agreement on the employment terms applicable during the assignment in Finland.
Such agreement also serves to demonstrate that the Finnish requirements are being
complied with, and if applicable, that the requirements for a temporary posting in
the context of social security are met.

Such agreement should cover at least the following aspects:
Remuneration, fringe benefits, and compensation of travel costs
Working hours and vacation
Duration of the assignment

Hierarchical structure and direction rights related to work performed in
Finland

Reintegration of the employee in the home country after the end of the

assignment

There are several options for structuring the agreement. The existing employment
contract may be supplemented for the time of the assignment or suspended and
replaced by an assignment-specific agreement for the duration of the posting
period. Itis also possible to transfer the employment relationship to a Finnish sub-
sidiary.

The choice depends on various factors, including taxation and social security impli-
cations. For example, to ensure an employee remains within their home country’s
social security and pension system, it is usually necessary to maintain some form of
employment relationship with the posting company.
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Income taxation of posted employees

Generally, foreign employees working in Finland are subject to Finnish income tax
as resident or non-resident taxpayers. The extent depends on the duration of the
assignment and the employer’s presence in Finland. Additionally, international tax
treaties may limit Finland’s taxation rights.

As a starting point, foreign employees working in Finland are subject to Finnish

income tax as:

Resident taxpayers being liable for Finnish income tax on their world-wide

income, or

Non-resident taxpayers being liable for Finnish income tax on their Finnish

income.

Tax residents

A posted employee is considered a resident taxpayer in the following situations,
both of which are assessed on a case-by-case basis:

Permanent home and residence in Finland: This covers cases where a
person has their main abode and home in Finland. A temporary residence
does not usually qualify, unless there are strong personal ties to Finland,
such as family or intention to settle.

Continuous stay of over 6 months: The duration is calculated based on
days between arrival to and departure from Finland and is not tied to a
calendar year. Temporary absences do not necessarily interrupt continuous
residency. Postings for a project or several consecutive projects lasting more
than six months are prone to trigger tax-residency in Finland.

Tax residents are typically subject to progressive taxation on earned income. As
an exception, employees fulfilling the prerequisites for expert employees may apply
for a 32 per cent flat-rate tax-at-source if their monthly gross income exceeds EUR
5,800.
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Non-residents

Posted employees who do not qualify as tax residents, are generally treated as a
non-resident taxpayer and must pay Finnish income tax on income received from
Finland.

Income is considered received from Finland if the following two criteria are met:

Work is performed in Finland, meaning that more than half of the working
hours during a pay period must take place in Finland. In this case, the wages
for the entire pay period are regarded as earned in Finland, regardless of any
work outside Finland.

Work is performed for employer or principal present in Finland. This
generally covers entities registered with the Finnish trade register, foreign
entities whose effective place of management is in Finland and permanent
establishments of foreign entities in Finland.

Non-resident taxpayers’ income is, as a rule, subject to a 35 percent tax at source,
regardless of the amount.

Elimination of double taxation via tax treaties

Tax treaties may limit Finland’s taxation rights. Finland has concluded income tax
treaties with over 70 countries, which are primarily based on the OECD Model Tax
Convention.

To determine how tax rights are divided between Finland and another country,
one must first identify the employee’s country of residence according to the tax
treaty. Where a person is considered a tax resident under the national law of both
countries, the country of residence is primarily determined by where they have a
permanent home or a centre of vital interests, referring to family, economic, and
societal ties.

Salaries and other work-related remuneration are typically taxed in the country
where the work is performed. A prominent exception included in most tax treaties
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is the 183-day rule: the income is taxed (solely) in the country of residence if: 1) the
employer is not a resident of the country of working, 2) the income is not borne by
a permanent establishment in the country of working and 3) the employee resides
at the working country up to 183 days during a 12-month period, calendar year, or
other period specified in the applicable tax treaty. The details regarding application
of the 183-day rule can vary significantly between different tax treaties.

A permanent establishment in this sense typically includes a place of manage-
ment, branch, office, factory, workshop. A building site or construction or installa-
tion project usually constitutes a permanent establishment only if it lasts more than
twelve months, but the threshold varies between different tax treaties. The income
is typically regarded to be borne by the permanent establishment when the income
is deductible in the country of the permanent establishment.

To the extent both treaty states have right to tax the same income, double taxation
is typically eliminated by the credit method (whereby tax paid in one country is
credited in the other country) or by the exemption method (whereby income taxed
in one country is exempt from tax in the other country). The method applied and its
details are specified in each tax treaty.

Non-treaty situations

In the absence of a tax treaty, the elimination of a possible double taxation needs to
be determined based on the national rules of the countries involved. As these rules
and related procedures are typically not aligned with each other, double taxation
can often not be eliminated entirely in non-treaty situations.

In Finland, resident taxpayers may generally apply the credit method whereby for-
eign-paid tax on income derived from abroad can be deducted from Finnish tax on
the same income. Non-resident taxpayers, on the other hand, must typically seek
relief in their country of residence for income subject to taxation in Finland.
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Related employer obligations

Employer obligations and procedures depend on whether the employer has a
permanent establishment in Finland, as defined under Finnish tax law, and is regis-
tered in the Employer Register.

A foreign entity is required to register in the Employer Register if it has a permanent
establishment in Finland and pays salaries regularly to at least two permanent
employees or simultaneously at least six employees on a temporary basis. In this
case, the employer must:

Report wages and employer contributions for work carried out in
Finland to the Incomes Register. Additional income (for example from work
performed outside of Finland) may need to be reported if the employee in
question is a tax resident or subject to Finnish social security.

Withhold and pay income tax to the Tax Administration. Tax must be
withheld from wages paid to resident taxpayers, and for non-resident
taxpayers, tax-at-source must be collected from wages earned in Finland.
The applicable tax rates are generally specified on each employee’s tax card
or tax-at-source card.

Pay the employer’s health insurance contributions, unless the employees
have documentation proving that they remain in the social security system
of their home country for the duration of the posting.

Even if an employer has no Finnish permanent establishment, it can voluntar-
ily register in the Employer Register. A voluntarily registered employer has similar
reporting and withholding obligations as a permanent establishment, but in most
cases does not need to collect tax-at-source from non-resident employees.

If a foreign employer has no permanent establishment in Finland and it has not
voluntarily registered in the Employer Register, it is not obligated to withhold tax
from an employee’s wages. Such employer must nevertheless file earnings payment
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reports to the Finnish Incomes Register, for example, when employing Finnish tax
residents or employees subject to Finnish social security.

Social security

Applicable social security scheme

Social security arrangements for cross-border employment are coordinated under
EU law. Similar rules apply to postings to and from the EEA, Switzerland and the
United Kingdom.

When work is performed abroad, social security contributions are typically paid to
only one country at a time. The general rule is that employees are subject to the
social security legislation of the employment country. As a notable exception,
employees may remain in the social security scheme of their home country in case
of temporary postings that meet the following criteria:

Employer activities in the sending country: The employer must have
substantial activities in the sending country. The assessment depends on
several factors, including the location of registered office, administrative
staff, employee recruitment, and conclusion of contracts with customers,
the law applicable to employment and customer contracts, the turnover in
each country, as well as the number of contracts concluded in the sending
country.

Employee activities in the sending country: The sent employee must have
been working in the sending country or otherwise have been subject to the
social security system of the sending country for at least one month directly
prior to the employment relationship. Shorter pre-existing social security
arrangements may suffice in certain cases.

Work on behalf of the employer: A direct relationship must exist between
the employee and employer for the duration of the posting abroad. This
criterion is generally met if the original employment relationship stays in
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place and the employer retains ultimate authority over it, including nature
of work, termination, wage payments.

Anticipated duration: The posting must be limited to a maximum of 24
months. This can encompass consecutive or simultaneous projects in
Finland for the same employer. A new posting in Finland resetting this
24-month limit generally requires at least a two-month gap. The duration is
calculated separately for each receiving country, with prior postings to other
countries contributing to their own 24-month limit.

No replacement: If an employee is sent to the recipient country to replace
another employee, they are automatically disqualified from the exemption.

Coverage by the social security of the sending country is documented with an Al
certificate. The certificate is granted by the sending country and should be obtained
in advance.

Specific rules apply to situations where employees regularly work in several
countries.

Where not all criteria for a temporary posting are met, it may nevertheless be
possible for the employee to remain in the social security system of their home
country, if the competent authorities in all relevant countries agree on a derogation
and the arrangement is in the employee’s interest.

Statutory social security obligations in Finland

Where no exemption applies, employees must be insured in Finland in accordance
with Finnish law. Employers are responsible for handling both their own contribu-
tions and those of their employees.

Central components of the Finnish social security scheme include the following;

The employment pension insurance consists of employee and employer
contributions paid by the employer to their chosen insurance provider. In
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2026, the average total contributions are 24.4 percent of the salary, with the
average employer contribution being 17.1 percent.

The unemployment insurance consists of employee and employer con-
tributions paid by the employer to the Employment Fund. In 2026, the
employee contribution is 0.89 percent and the employer contribution 0.31
percent (1.23 percent for aggregate annual salary paid by an employer
exceeding EUR 2,509,500).

The accident and occupational disease insurance provides coverage for
injuries from workplace accidents, injuries incurred during business trips
and occupational diseases. Insurance fees are paid by the employer to the
authorised insurance provider of their choice. Premiums depend on risk
level and insurance provider and typically vary between 0.05 and 5 percent.

Health insurance contributions are paid alongside taxes. As a rule,
employers withhold the employee contribution and pay it together with the
employer contribution to the Tax Administration. The employer contribu-
tion is 1.91 percent on taxable income in 2026. For employees, the medical
contribution is 1.10 percent, and the daily allowance contribution is 0.88
percent in 2026.

Many binding collective agreements also require group life assurance. The
premium is paid by the employer to the insurance provider, often together
with the statutory accident insurance. The premium depends on the type of
work and is on average 0.06 percent of the salary.

Formalities and notifications

When posting employees in Finland, the employer must take care of certain obliga-
tions, including:

make a notification of hiring of a third country citizen to the Immigration
Service as well as to the workplace shop steward, elected representative,
and occupational safety representative,
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maintain records of foreign employees at the workplace, during the employ-
ment and for two years after the end of the employment,

make a notification to the Finnish Occupational Safety and Health Adminis-
tration of the posting of workers before starting working in Finland,

appoint a company representative based in Finland who can be contacted
throughout the worker’s posting. The representative may be a natural
person or a company, for example an accounting company,

maintain records of working time and annual holidays of posted workers,

keep available in writing 1) the identification details of the posting company
and information on the responsible personsin the country of establishment,
2) identification details of the posted workers, 3) a statement of the terms
and conditions applicable to the employment contract of posted workers,
4) information about the basis of the posted worker’s right to work, and 5)
working time records, pay slips and a receipt from a financial institution for
wages paid while working in Finland, and

provide the contractual counterpart information on how the social security
of employees is determined before they commence work in Finland.

Posting Workers

Compliance Checklist
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Right to Work and Residence Permits
Verify employee's right to work in Finland. Ensure
required registration or residence permit and check
applicable exemptions. Ensure proper coverage,
including term and scope.

Posting Notification and Representative
Submit posting notification to Finnish authorities
before work begins. Keep information updated
throughout posting period. Designate a contact person
in Finland.

Employment Terms and Conditions

Apply Finnish minimum employment terms. Comply
with working time and rest period rules. Identify

applicable collective agreement and ensure compliance.

Payroll, Tax and Reporting

Report wages to Incomes Register, withhold and pay
income tax and employer contributions where
applicable.

Social Security and Insurance

Determine applicable social security legislation. Obtain
Al certificate if applicable. Arrange mandatory
insurance coverage and pay applicable contirbutions.

Occupational Safety and Health

Arrange occupational health care services. Ensure work
safety through continuous monitoring, planning, and
implementing safety measures.

Site Access and Identification

Obtain Finnish tax numbers for workers. Secure
required site access permits. Issue proper ID cards and
maintain access records.

Documentation and Record Keeping

Maintain all required documentation. Keep records
accessible for inspection. Archive documents for the
required retention period.
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Dispute Resolution

Typical issues leading to construction disputes

Companies involved in large-scale construction or installation projects often face
complex disputes that require effective resolution mechanisms.

Construction disputes rarely stem from a single event. They typically build up
over time when the parties’ expectations diverge on scope, schedule, quality or
payment, and when the project’s record does not clearly show what was agreed,
what happened, and who carried the relevant risk.

The most common triggers are schedule delays and disruption, including crit-
ical-path impact, access and design dependencies, and various variations and
changes. In many projects the work progresses even when the commercial conse-
quences have not been agreed, which later turns into disputes about entitlement,
pricing mechanisms and compliance with any written instruction requirements.

Another major category relates to defects and quality issues, such as non-con-
formity with contract documents, incompatible interfaces, and questions around
good building practice and regulatory compliance. Other disagreements often
overlap with payment disputes, where the client withholds payment due to alleged
defects or delay and the contractor considers the works acceptable.

Finally, disputes in complex projects frequently concern allocation of responsi-
bility across multiple parties: the client, main contractor, designers, subcontrac-
tors, and suppliers. If interfaces are unclear, it becomes difficult and burdensome
to prove whether a problem is rooted in design, execution, sequencing, coordina-
tion or procurement. In addition, multi-party structures also increase the risk that
key information is not communicated to the right counterparty or is communicated
informally without a reliable trace.
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Arbitration

Arbitration is a preferred method for resolving business-to-business disputes in
Finland, especially in international transactions. It offers several advantages over
regular court proceedings. Arbitration is generally faster than court litigation, with
final decisions often reached within a year. Arbitral awards are final and not subject
to appeal, ensuring a swift resolution. Unlike public court proceedings, arbitration
is confidential, protecting business secrets. The parties also benefit from being able
to choose the procedural language, typically English, unlike in court proceedings
conducted in Finnish. Finally, arbitral awards are widely enforceable under the New
York Convention, making them effective across borders.

Arbitration proceedings can only be initiated if both parties have agreed to it,
typically through an arbitration clause in the contract. Standard arbitration rules
provided by arbitration institutions are often used to streamline procedures.
The Arbitration Institute of the Central Chamber of Commerce of Finland (FAl) is
commonly used in Finland. For international disputes, institutions like the Interna-
tional Chamber of Commerce (ICC) or the Swedish Chamber of Commerce (SCC) are
also widely used.

Arbitration procedures are flexible, allowing parties to define many aspects them-
selves. Typically, proceedings involve oral hearings where witnesses may be heard.
Since arbitrators cannot compel witnesses to appear, parties should secure witness
cooperation early. The procedural principles often mirror those of national courts
but are influenced by the arbitrator’s background.

Alternative Dispute Resolution (ADR)

ADR aims to settle disputes amicably without resorting to binding arbitration or
court orders. Itis particularly useful in large projects and long-term contractual rela-
tionships, helping to prevent disputes from escalating. ADR techniques include:

Mediation: A neutral mediator facilitates settlement negotiations through
individual and joint meetings, without offering opinions on the merits of
each party’s position.
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Neutral evaluation: An expert provides a non-binding opinion on the
disputed matter.

Dispute advisors/boards: Appointed at the start of a project, these advisors
help mitigate disputes early and provide neutral recommendations.

ADR participation is voluntary, and the procedures are subject to agreement
between the parties. It is essential to include ADR clauses in contracts, specifying
the techniques to be used and the qualifications of the neutral evaluator. Standard
rules from organizations like the ICC or the International Federation of Consulting
Engineers (FIDIC) provide a stable procedural framework and access to a network
of experts.

Preventing disputes and preparing for arbitration

The best dispute strategy is to avoid disputes through clear contracting and disci-
plined project-time administration. At the same time, parties should assume that
major projects may still end in formal proceedings and therefore build the record
needed to prove both entitlement and quantum. Each party involved in a construc-
tion project should consider the following key factors:

Invest in a well-prepared contract: A well-prepared contract acts as the
primary line of defence against disputes. It establishes clear scope bound-
aries, responsibilities, milestones, acceptance criteria and pricing mecha-
nisms in a way that matches the real project. Ensure the mechanism to
handle variations and change orders is both unambiguous and workable
on site, addressing who may instruct variations, in what form, and how time
and cost impacts are dealt with if agreement is not reached immediately.
Align the dispute resolution clause with the project’s profile, considering
location of proceedings, language, number of arbitrators, institution and
applicable rules and escalation steps.

Document management: In arbitration, the importance of written contem-
poraneous (i.e. project-time) evidence cannot be overstated. Maintain an
orderly record of the project documentation, including contract documents,
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Dispute
Arises

In some cases, a project-specific *

dispute board is appointed by the
parties at the start of a project to
prevent disputes and provide neutral
recommendations during the project.

% Agreement

Negotiation

Direct discussions between parties to reach

mutual agreement without third-party
involvement.

Resolved?

Fast resolution, low cost,
maintains business

relationships, confidential.

Yes

required l

Mediation &
Neutral third party facilitates
discussion. Non-binding
unless agreement reached.

Facilitated negotiation

Confidential, flexible, preserves
relationships. Non-binding outcome.

Escalate

If mediation fails, parties may
proceed to arbitration or court.

J

Arbitration

Private tribunal renders
binding decision. Central role in
Finnish construction disputes.

Award
Confidential, enforceable, expert

arbitrators. Faster than litigation.

l

Court Litigation

Litigation in Finnish courts with
public proceedings in Finnish.
Appeal process available.

Judgement

Legally binding and enforceable
judgments. Longest timeline.

Most disputes resolve before initiating
arbitration or litigation, and some are
settled during the proceedings.
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change orders and proposals, meeting minutes, emails, letters and other
correspondence, site photographs, progress measurements, cost data, and
inspection records. As shared platforms are often closed once the project
is completed, make sure you take and retain copies of any documents to
which your access depends on the counterparty.

Notices and communications: Many contracts require notice “without
undue delay” or impose time bars in situations leading to disruptions or
delays. Neglecting the obligation to notify may ultimately result in the loss of
the right to claim. Notify early, reserve rights where facts are still developing,
and follow up with a substantiated claim (contractual basis, cause, schedule
impact and cost impact) once the information is available. Clear, timely, and
consistent communication is also essential to sound project management
and prevention of disputes.

Aim for early resolution but be prepared: If disagreements arise, escalate
and attempt to resolve them before positions harden. Management
meetings, neutral evaluation or mediation can often narrow issues and
reduce the cost of any later arbitration. At the same time, preserve “arbitra-
tion readiness”: the preparations for the possible arbitration must be started
early. Parties often underestimate the time needed for the case preparation,
including fact checking, legal analysis, procurement of expert analysis, col-
lection of witness statements and gathering other evidence.

In practice, parties with the best prospects in arbitration are those who can present

a coherent story supported by contemporaneous documents: what the contract

required, what changed, how it affected time and cost, and how the party complied

with the agreed procedures. Good project administration therefore doubles as the

best way to keep disputes small—and the best way to win them if they cannot be

avoided.
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Useful Contacts

Networks and advisors

Bergmann Attorneys at Law

Helsinki-based law firm focused on energy, construc-
tion and infrastructure projects.

www.bergmann.fi

Business Finland

Agency owned by the Finnish government, which inter
alia helps foreign companies to establish and expand
operations in Finland.

www.businessfinland.fi

FinnCham

Network of various trade associations and Finnish
Chambers of Commerce around the world.

www.finncham.fi

Finnish Energy

Sector organisation for companies in the energy
sector, promoting energy and labour market policies.

www.energia.fi

RAKLI ry

Association of professional property owners, real
estate investors, corporate real estate managers and
construction clients in Finland.

www.rakli.fi

Technology Industries of Finland

Business and labour market lobbying organization
representing the electronics and electrotechnical
industry, mechanical engineering, the metals industry,
information technology, and consulting engineering.

www.teknologiateollisuus.fi

Finland Chamber of Commerce

The central Chamber of Commerce in Finland
providing information on business practises and
networking opportunities.

www.kauppakamari.fi
Confederation of Finnish
Construction Industries RT

The joint interest organization of building contrac-
tors, special contractors and the construction product
industry.

www.rt.fi

The Finnish Construction Trade Union

Trade union for employees working in the construc-
tion sectorin Finland.

www.rakennusliitto.fi

The German-Finnish Chamber of Commerce

Promotes German-Finnish economic relations as part
of the international network of German Chambers of
Commerce abroad. Organises B2B events and match-
making in Germany and Finland.

www.ahkfinnland.de

59



berg:mann

Authorities and public
administration

Economic Development Centres

Ten economic development centres responsible for
tasks relating to areas such as business and industry,
rural areas, transport, the environment and natural
resources.

www.elinvoimakeskus.fi

Finnish Immigration Service

Authority handling residence and work permits for
foreign workers in Finland.

www.migri.fi

Finnish Institute of Occupational Health

Research and specialist organization providing infor-
mation on occupational health and safety practices.

www.ttLfi

Finnish Safety and Chemicals Agency (Tukes)

Licensing and supervisory authority promoting the
safety and reliability of products, services and indus-
trial activities.

www.tukes.fi

Finnish Supervisory Agency

The Finnish Supervisory Agency (LW) is a national,
multi-sectoral government authority responsible
for licensing and permits, supervision, registration,
enforcement, and guidance tasks across various fields
including environment and occupational health and
safety.
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As of 1 January 2026, LVV replaced earlier Regional State
Administrative Agencies (AVI), the National Supervisory
Authority Agency for Welfare and Health (Valvira) and the envi-
ronmental and permitting functions of Centres for Economic
Development, Transport and the Environment (ELY Centres).

www. vy fi

Finnish Tax Administration

Tax authority in Finland handling taxation and over-
seeing certain reporting obligations.

www.vero.fi

Hilma Public Procurement Service

Official service for notices on public procurement in
Finland. Public buyers publish notices on upcoming
and ongoing tendering procedures and their results.

www.hankintailmoitukset.fi
Ministry of Economic Affairs and
Employment of Finland

The ministry responsible for, inter alia, industrial
policy, energy policy, labour market policy, regional
development, and work-based immigration.

www.tem. fi

Ministry of the Environment

The ministry responsible for climate, housing and
built environment, biodiversity, sustainable use of
natural resources, and protection of the environment.

www.ym.fi

Radiation and Nuclear Safety Authority

Authority supervising and contributing to radiation
safety.

www.stuk fi

Upcoming Events

Wind Finland
29 September 2026, Helsinki

Wind power seminar organised annually by Renewa-
bles Finland, bringing together hundreds of experts
across the wind power sector.

www.renewablesevents.fi/wind-2026
FinnBuild
29 September - 1 October 2026, Helsinki

International construction and building technology
trade fair.

finnbuild.messukeskus.com

Energy Expo
20-22 October, Tampere

Finland’s largest energy event, catering a biennial
trade fair that cuts across the industry from energy
production, power transmission and storage to offtake
and circular economy.

www.energiamessut.expomark.fi
Future Data Summit
27-28 October, Helsinki

Nordic’s leading data centre event, gathering together
international stakeholders from all sectors of the value
chain.

www.futuredatasummit.fi

RE Finland 2026
5-6 November, Tampere

Finland’s largest annual summit for the real estate
industry gathers together operators and customers
from investment, financing, construction and service
businesses.

www.vuosiseminaari.fi
Recotech
17 November 2026, Helsinki

Recotech, organised during Slush week, brings
together real estate and construction technology
as well as property management startups, scaleups,
investors, and major customers.

www.recotech.fi
Slush
18-19 November 2026, Helsinki

Annual world-class startup event uniting entrepre-
neurs, investors and other stakeholders across tech-
nology fields, including energy innovations.

www.slush.org

Datacenter Forum
3 February 2027, Helsinki

Annual seminar and networking event brings together
operators from the data centre sector in Finland and
the Baltics.

www.datacenter-forum.com/events/helsinki/2027
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Wind Oulu
4 February 2027, Oulu

Annual seminar and networking event focusing on
construction and production phase of wind power.
The event will be held in Finnish.

www.renewablesevents.fi/windoulu2027
Business Arena Finland
17 February 2027, Helsinki

Annual Nordic real estate event brings together inves-
tors, real estate professionals, and public sector repre-
sentatives for networking and market analysis.

www.sw.bonniernewsevents.se/business-arena-
finland-2027

YT27 Exhibition
12-13 May 2027, Jyvdskyld

Largest exhibition and seminar event for the infra-
structure sector in Finland.

www.yhdyskuntatekniikka.fi
Solar Power Finland

May 2027, Helsinki

Annual seminar and networking event focusing on
solar power, organised by Renewables Finland.

www.renewablesevents.fi

Wind Finland
5 October 2027, Helsinki

Wind power seminar organised annually by Renewa-
bles Finland, bringing together hundreds of experts
across the wind power sector.

www.renewablesevents.fi
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About Bergmann

Bergmann is a boutique law firm specialised in the construction, energy and infra-
structure sectors in Finland. Our team of industry-savvy lawyers advises clients
throughout the lifecycle of complex construction projects, from procurement and
financing through execution and dispute resolution.

We are particularly experienced in industrial plant construction and large-scale
infrastructure builds, combining legal precision with a practical understanding of
the industry’s technical and commercial dynamics. With our hands-on mindset
and business-focused approach, we help clients manage risk and move projects
forward with confidence.

Services for the construction sector

Project structuring and preparation
Procurement strategy and tendering
«  Contract models and negotiation (e.g. EPC, design-build, alliance)

Financing and tax structuring

Project execution and risk management
Project-time legal advisory
« Claims management and dispute avoidance

«  Compliance and governance

Dispute resolution
Negotiation and mediation
Litigation and arbitration

« Construction-related insurance and liability matters
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