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Guide
Guide for deposit of escrow account in a bank, 1. issue 1 July 2013.
According to § 5 of the rent act, the landlord may charge a deposit equal to rent for max. of 3 months. Rent is determined by agreement between landlord and tenant.
The deposit is a security for the tenant's obligations when he moves out of the leased premises.
The landlord may require the deposit withheld if:
• tenant does not hand the rented back in the same condition it was in when he moved in, except for normal wear and tear.
• The tenant owes rent payment, or
• The tenant otherwise can be blamed that the landlord had a financial loss because of the lease. The landlord bears the burden of proving that he has had such a loss.
If the landlord requires deposit, this must be specified in the lease, which will be signed by both the tenant and the landlord. The landlord can therefore in the following not require the tenant to pay the deposit.
The deposit will be credited to the escrow account in a bank; this is to ensure that neither the tenant nor landlord has power over the money as long as the lease is valid.
In May 2013 was made a change in tenancy legislation so that future deposit must be paid on the deposit account with the landlord.
Landlord pays to create an escrow account. It is also the landlord, in accordance with § 5, pcs. 3 of the rent act who will yield profits of deposit in connection with the termination of the lease.
Requiring escrow account is applicable to all leases for housing, except leases, which are administered by Føroya Bústaðarfelag.
To establish escrow account
To create the escrow account the bank shall have:
• Personal information and identity proof from the landlord and tenant
• Signed copy of the lease
• The amount of the deposit
• Address of the lease
Payment of deposit
Payment shall be made from the escrow account after claim, when the landlord and tenant together, and in full agreement request for it in writing.
The smoothest way to get the deposit paid is the tenant and the landlord, after the sight rental property in connection with the termination of the lease sign a request to the bank to pay the deposit. If only part of the deposit to be paid, the Parties confirm what amount is to be paid to the tenant. At the same time it is confirmed that the rest of the amount shall be transferred to the landlord.
On the rent board's website www.leigunevndin.fo, is a document which the parties sign in connection with the application to the bank to pay the deposit.
It is of no concern to the bank that the landlord objects to the bank that the tenant get the deposit paid.
Only signature from both parties or decision by the rent board justifies the payment of the deposit.
If there is disagreement between the parties and the parties choose to send the case to court, rather than the rent assessment committee, the banks can pay the deposit in accordance with:
• executive judgment, 
• arbitration award,
• extra-judicial agreement or
• legal agreement
If the rent board has taken the decision in a case concerning the deposit, the bank must pay according to the rent board's decision, without regard to whether the parties subsequently submit the case to court.
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