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1 INTRODUCTION

The subject of municipd property management forms pat of the broader fidd of public
management. Public management emerged as a discipline once the public sector began to take on
the management of infrasiructure and services in addition to its legidative and executive roles. It was
fet necessary to marry management science with the condraints arisng from observing the law.
Public management is thus a classic example of an interdisciplinary gpproach.

The problem with this gpproach lies in knowing how best to apply the right discipline at the right
time. Legd tools should not be used in an atempt to solve problems of efficiency and effectiveness
because thiswill result not only in afailure to attain the anticipated efficiency but dso in a danger that
the exiding legd sysem may be didorted: efficiency not being achieved, and legitimacy being
sacrificed. On the other hand, one should not think that effectiveness judtifies fallure to observe a
legd principle because an a priori refusa to observe the law will in the medium or long term
produce gppreciable diseconomies in the system.

It is therefore necessary to set out the objectives of this report (especidly as regards the two types
of indrument — legd and management — to which reference must be made). Moreover, it is useful to
clarify the methodologica problems in order to highlight the scientific and practica vaue of the
andyss. It goes without saying that it is necessary to define what the term “municipa red estate
property” means (this will involve consderation of cultura and legd questions).

1.1. Object of thereport

In virtudly al member gates of the Council of Europe, municipal real estate property represents a
sgnificant management concern for municipdities. It istherefore aclassic fied of public management.

The object of this andyss is to formulate suggestions relaing to the efficiency and effectiveness of
the management of thistype of property.

Given the specific nature of public management demands, this will mainly be a technica sudy, the
legd dement merdy providing a frame of reference. The lega aspect impinges on the management
agpect only indirectly, if a al.

Generdly spesking, this influence may be of four types

- the lega framework may or may not encourage the accountability of decison-makers for the
results of their decisions,

- legd rules may be a hindrance to efficiency and effectiveness. This occurs with rules which
atempt to govern everything in detail, or with those requiring management decisions to be
submitted for prior vetting by centra government, and those which relieve office-holders of
the power to take decisons. It is aso the case for municipa property which is subject to
rules governing public ownership, inasmuch as these rules limit the possibility of disposing of
this property fredy (dthough it should be pointed out that these rules are made not for
efficiency and effectiveness but for the purpose of legitimacy, which must not be underrated
ether);



- legd rules may permit efficient practice but could be too inflexible, thereby dlowing
municipa property to be used for drictly commercid purposes, which may overrule any
public service condraints or socia character of the public property and therefore raise
problems of legitimacy (which in the medium and long term might leed to extremey heavy
systemic costs);

- legd rules may be sufficiently flexible, but the legd system does not underestimate the
problems of safeguarding generd public policy; loca authorities are subject not to a priori
procedural control but to ex post monitoring of the actud results.

We should not infer from different legd frameworks the existence of influences on efficiency and
effectiveness which have never been proved by empiricd andysis and which do not taly with the
analysis modds of management science. It would therefore be theoreticaly wrong to say that the act
of entrusting the resolution of conflicts to the civil courts or the adminidrative courts (if they exist)
may have a certain impact on management efficiency or effectiveness.

Nor should we yield to the illuson of wishing to impose efficiency and effectiveness smply by laying
down legd rules and procedures. To clarify this matter, it is perhgps worth referring here to the
introduction of management accounting systems for local authoritiesin Belgium and Italy.

The accounting system used by these authorities is, as in dl Roman-law countries, an adminigtrative
system, setting up procedures for authorising expenditure and recovering revenue. Since they dedl

with the use of public funds and the possibility of imposing payment of taxes on the citizen, the laws
governing the preparation and management of loca authority budgets are concerned mainly with

procedures for gpproving and managing these budgets.

These laws say nothing about the possibility of cost accounting and a management control system.
This fact does not, however, mean that municipaities cannot use these management tools. It should
be noted that, even in private companies, cost accounting and management control are based on
“non-book” entries. In Belgium in 1989 and Italy in 1995, cost and management accounting was
imposad on local authorities through nationd legidation.

All observers agree that the result has been far from satisfactory. The locd authorities dl comply
with the formal requirements, but there are serious doubts as to the accounting orthodoxy of what
they are doing, not to mention the fact that centra government cannot resist the temptation of using
the cogt accounting instrument to verify the expediency of policy decisions taken by loca authorities.
However, many locd authorities (especidly in Itdy) had introduced cost and management
accounting even before it became law.

It follows from dl this that the suggestions made in this report will relate not so much to the legd
aspect as to the introduction of public management dtrategies. For the latter, centrd government
should act above dl as a pole for gathering and distributing information. Nor is this report an
assessment of the vdidity of policy decisons on municipa property management. Andyss will be
excdusvdy technica and will dedl with management forms and methods.



1.2. Methodological problems

As with dl gudies, this andyd's contains a number of methodologicd problems, which ought to be
explained inasmuch as they will dways, to some extent, limit its vdidity. They are, in substance, as
follows

- the accounting and management practices employed in member states of the Council of
Europe differ congderably; it is therefore difficult to compare systems of property
management which are based on sgnificantly different accounting systems. For example,
depreciation costs are not included under cogtsin dl countries,

- with the exception of Irdand and the United Kingdom, the adminidrative practices and
philosophies of loca authorities in Europe are geared not to management efficiency but to
the legitimacy of adminidrative action. It is thus hard to comment on differences in cost-
effectiveness between sysems of municipa property management which are not primarily
concerned with this aspect;

- even if here we are taking about municipa property management problems rather than lega
problems, this anayss cannot disregard the legd dement, which provides a frame of
reference within which the various levels of management system operate. It should be noted
that we are dedling with three different lega systems. the commontlaw system, the Romant
law system, and the former system of socidist law now in a trangtiond phase, which was
grafted onto the first two systems. Nor should we forget the Stuation of countries governed
by Scandinavian law, which combines eements of both common and Roman law;

- this sudy makes use of scientific knowledge in the fied of public management as well as the
replies from thirty member states of the Council of Europe to a questionnaire sent out by the
CDLR (see the gppendices).

This comparative sudy, aims to identify the main smilarities and differences between the types of
management of the selected categories of municipa property and to assess loca authorities room
for manoeuvre. This is dl for the purpose of developing practica suggestions that can be used by
member Sates. However, it is first necessary to point out a number of problems in using the replies
to the questionnaire sent out by the CDLR. These difficulties concern the fact thet:

- answers given ded mainly with legd and inditutional metters. Consequently, it is not essy to
comment on management aspects from thisinformation;

- some member sates have provided little or no statistical information, which means thet it is
impaossible to assess the cost- effectiveness of the solutions used;

- the small amount of data supplied has in most cases been gathered using different methods
and are therefore hardly comparable, if at dl.

1.3. Sudy outline

In view of the above, this report will fird andyse the legd rules which congtitute the framework
within which the various forms of management develop. Congderation must next be given to the
different forms of municipa property management as empiricaly recorded and andysed. The report
will then examine the financid aspects of these forms of management. Although business
management, in particular, requires managerid quditiesif it is to be effective, property management,
on the other hand, requires a minimum of operationd management skills (as regards upkeep of
property and revenue recovery) and a maximum of financid management skills (ability to assess
when to buy or sdl red edtate in the light of two variables: trends in market prices and changes in
locd authority needs).
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The comments made here apply to al property (based on a classfication according to the nature of
the real estate). Some details may vary according to property use. It will therefore be necessary to
make specific observations concerning particular categories. Given the object of the report, specia
atention will be paid to property with the following uses.

- housng;
- red edtate let or sold to individuas for business activities;
- red estate used by locd authorities for cultura purposes.

In this respect, one must not confuse a classfication by intended use and a classfication by nature.
Property that is classified by nature, such as afield, may have for intended use agriculture, pasture,
entertainment or building purposes. A building, by its nature, may be equaly intended for use as a
dwdling, office, cultural or commercid centre. Mogt legal condraints amed at limiting the intended
use of red edtae are dysfunctiond from the management point of view and are not even dways
judtified from a kga one. An obvious exception to this is the need for the state to ensure the
sustainable development of its territory; in this case, drategic benefits derived from limits to red

estate usage may largely compensate for any management drawbacks.

On the basis of thisandysds, the report will then try to draw some genera conclusions and propose a
number of guiddines.

For a better understanding of the study, the different member states summary replies to the
questionnaire sent out by the CDLR appear in the appendices. This reveds two extremely important
points:

- the absence of any proven link between the lega system and the efficiency or effectiveness
of municipa property management methods;

- the lack of gatigtica data, which demongtrates that public authorities are not accustomed to
monitoring their own efficiency and effectiveness

2. THE CONCEPT OF MUNICIPAL REAL ESTATE PROPERTY

We mugt begin by defining the subject of our study, namely “municipa red edtae property”. This
term consigts of three dements: the adjective “municipd”, the adjectival phrase “red estate’” and the
noun “property”.

2.1. Theconcept of real estate property

The noun “property” has a different meaning in Romantlaw countries from that in common-law
countries. In the former, the concept of property (or patrimoine) has an exclusvely physca
meaning and refers to dl the land physicaly at the disposal of a legd person. In commonlaw
countries, the same term is not restricted to the static aspect (physica assets) hut dso includes
elements relating to the property relationship between the holder of the rights and the assets. Put
differently, the Roman-law concept of property takes as its starting point the physica assets
themselves (which are bound into an ownership relationship with a specific lega person), wheressin
commortlaw countries the concept of “red estate’ is, conversdly, based on the rights and interests
of aproperty holder in relation to certain assets.
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As for the term “red edtat€’, in French there is no difficulty in defining its equivdent —immovable —
in Roman-law countries (where it originated); it qudifies physica assets which cannot be moved
(from the Latin verb movere, to move). However, definition of the term under English common law
is more complicated, since “red estate’ not only implies that the subject of an ownership right is a
materid object (real from Lain res, thing) but aso implies a whole series of legd relationships of
varying degrees between this object and alegd person. The concept is therefore much vaguer.

Briefly, in the Anglo-Saxon interpretation, the concept of “red estate” puts more emphasis on dl the
legd relationships possessed by a lega person with regard to the assets, whereas the Romantlaw
interpretation identifies “red property” primarily as the subject of exclusve rights; that is, immovable
property at the disposal of alegal person.

These two different concepts may have consequences for management practices and ther
effectiveness, epecidly in terms of culture and behaviour. If the emphass is on ownership of
materia assats (as in the Roman-law concept), it is only the existence of these assets which matters
and not their management, upkeep or the possibility of deriving economic benefit from them. If, on
the other hand, the emphasis is on lega relaionships and not the assats themsdves (as in the
commortlaw concept), it is the preservation of these relationships which is essentia, and the legd
person must therefore be careful to maintain them, benefit from them and prevent them from losing
vaue. It is thus easer to understand the development, in common-law countries, of a type of
financid accounting which does not differentiate between public and private, in other words, a
management method which aims to maintain the economic vaue of the asset. However, this does not
mean that the interpretation of ownership used in the commontlaw system should be adopted by

everybody.

As far as centrd and east European countries are concerned, socidist law seems to be a
development of Roman law, and they have therefore adopted a datic gpproach to property
relationships. There is the added fact that ownership of property rights is hypotheticaly vested in an
abdtract entity: the people. The risk of inadequate accountability because of the emphasis placed on
assets rather than on rights is therefore compounded by a smilar risk arisng from the falure to
identify the actual holder of the right to an asset. During the trangition process that these countries are
experiencing, it must be noted that some commonlaw dements are being introduced; with the
consequence that thereis arisk of mgor conceptua confusion.

2.2.  Theconcept of municipal property

The adjective “municipa” refersto asubject of a spedific right: the municipdity, a public community.*
Thisimplies three types of problem:

- in Romanlaw countries, where a digtinction is made between public law and private law,
there may be, where red property is concerned, private-ownership rights and public-
ownership rights (see section 3.1.);

- snce the municipality represents a collective interest, decisons concerning its property must
usually be taken according to procedures designed to ensure that thisinterest is observed;

1  Inanumber of systems (whether Roman law or common law) there isaform of collective ownership vested
not in the municipality as representing the local community but in a certain section of the community that is
clearly identified in historical terms. This“ownership” usually involves aright of common, gathering of firewood,
and so on.
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- the munidpdity is in the rather unusua podtion of being a the same time a holder of
regulatory power (for example producing town-planning regulaions) and a holder of
property. This combination of functions may have pogtive or negative repercussons
depending on how it is managed. If it results in the municipdity not goplying its own planning
rules to its own property, the repercussons are obvioudy negative! However, if the
municipdity takes the opportunity of coupling its own regulatory measures with its activities
as an economic agent, avery positive multiplier effect can be achieved.”

With regard to the ambiguity of these roles, it must be noted that, in order to guarantee proper and
effective co-ordination between regulatory and economic activities, there is an obvious need for the
organisationa separation of the bureaucratic structures responsible for regulation from those
respongble for financid management (to ensure that the municipdity observes the rules).

This result may be obtained in various ways. financiad management of property may be entrusted to a
legd entity separate from the municipaity whilst leaving the municipdity to carry out its regulatory
activity; otherwise, the two tasks may be assgned to completely different departments of the same
municipdity.® In this case, it would appear necessary to subordinate both structures to an
independent co-ordinating body (which could be the municipa council itsdlf, an ad hoc committee of
the council, a deputy mayor, or amixed body of councillors and local government officers).

2.3.  Anempirical analysis of municipal real estate property

If we abandon theory and move on to empirica andys's, we can classfy municipa property in two
different ways

- according to the nature of the legal relationship between the municipdity and its assets. This
classfication is based on the three dements that characterise ownership of an asset: usus,
fructus and abusus. This is a divison which goes back to Roman-law and which takes
account of the possible uses of an asset: usus sgnifies immediate use, fructus is the natura
produce or monetary proceeds from use of the asset, and abusus is the full power to
dispose of the assat. Only the combination of dl three dements conditutes a complete
property relationship with regard to the asst;

- according to the intended use of the property, this being determined not only by the physica
characterigtics of the property but aso by the owner’ s requirements.

As regards the nature of the legd rdationship between the municipdity and its assets, municipa red
estate consists of the following types of property:

- property belonging excdlusvey to the municipdity. This combines al three dements of
ownership, even if in some instances abusus is not totd; in the case of state property (see
section 3.1.) the municipality does not have complete disposa of such assets, Snce it must
“declassfy” them before being able to sal or demoalish them;

1  See the case of Italy, where municipalities often own pharmacies which do not comply with the
municipalitiy’s own legal rules of authorisation for the opening of such establishments.

2  Seethe cases of Denmark, Finland and Sweden as regards management of housing.

3 Mention could be made of the German situation, where council staff are supervised differently according to
whether they exercise public authority (employer/employee relationship governed by public law) or are
responsible for technical or economic activities (employer/employee rel ationship governed by private law).
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property belonging to other public bodies but of which the municipdity has tenure. Here the
municipdity has usus and possibly fructus, but abusus belongs to a different holder; thisis
the case in severa centra and east European countries;*

property whose disposal (abusus) belongs to the municipdity but whose management (usus)
is trandferred to other bodies (whether under public law or private law) and whose fructus
may either belong to the municipality or reman in the hands of these bodies. This is, for
example, the case of housing in France and the Netherlands, the Itdian Stuation is very
gmilar.

Asregards use of municipa red estate property, the categories are generaly asfollows:

3.

adminigraive fadlities;

coundl housing;

other housing;

red edate (land and buildings) for business activities (primary, secondary, tertiary and
quaternary);

socid fadlities,

hospitals and hedith facilities;
culturd fadilities

sports centres,

public parks and gardens,
forests;

cemeteries,

daughterhouses;

markets (covered and open-air);
mains SVices,

roads.

LEGAL SYSTEMSGOVERNING MUNICIPAL PROPERTY

In western countries there is virtualy no specid legidation regarding municipd ownership, snce the
latter comes under the generd rules relating to ownership, which are gpplied irrespective of the
owner. In central and east European countries, on the other hand, there are frequently specific lega
rules on municipa ownership.

We must bear in mind the different historica contexts in which ownership by locd authorities in
western and eastern Europe have developed. In west European municipdities, municipa ownership
is the outcome of a lengthy historical process. However, in central and east European countries the
municipdities acquired ownership amost ingantaneoudy with the change of politica sysem. Thus
when transferring ownership of property from central government to local authorities, the legidature
fdlt the need to regulate municipa ownership specificaly.

1

Thisis more arelationship of use than a genuine property relationship. It must also be emphasised that

the holder of abususis not the state but an outside public body to which the state grantsabusustogether with a
right of supervision or control over the holder of usus and fructus
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For both generd and specific lega systems, there are four factors that have the most immediate
influence on property management. They are asfollows.

- nature of the law applied;
- methods of acquisition;

- methods of disposd;

- ruleson use.

3.1. Natureof thelaw applied

In commontlaw countries, legd rules on municipa property are no different from those governing the
property of other legd persons.

In Roman-law countries, legd rules vary according to the type of ownership:

- public-lawv ownership;
— private-law ownership.

Public-lawv ownership is disinguished by legd redtrictions on both the use and disposability of
property. Normdly it is inalienable, and its use cannot be freely decided or dtered. This does not
mean that property cannot ultimately be sold or undergo a change of use; however,

before this can occur, the municipaity must go through long, complex and rigid procedures to
“declassfy” the property (if it isto be sold) or to change its use, even if the new use is dill a public
one.

Under public-law ownership, property is distinguished according to whether it is dienable or
indienable. This digtinction is based on the extent of formd requirements to be met and
authorisations needed before the property can be aienated.

Legd cdassfication as publicly owned property (especidly if indienable) often sems from the fact
that the property was bought or congtructed with a substantia financia contribution (covering al or
pat of the costs) from the state. This means that the gpplication of public-law rules limits a
municipdity’ s independence in the management of its own property.

Under private-law ownership, the municipdity manages its property in the same way as any other
private-law entity, athough it must be remembered that the owner (municipdity) is a body
representing the public interest. This means that decison-making procedures, especidly those
concerning sale and purchase, must comply with firmly established rules. Here again, some countries
make a diginction between dienable and indienable property. The difference from public bw,
however, is that the legd classfication is decided by the locd adminigrators themsaves rather than

by an outsde supervisory body.

One can note that private-law rules dlow easer and more flexible management of municipa
property, while the redrictions accompanying the public-lav sysem make effective busness
management difficult (such as a need for prior authorisation from supervisory authorities; restrictions
on disposability of property; downess and cost of procedures).
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Anayss of European countries experience aso points to the following assessments:

in commontlaw countries the absence of a digtinction between public-law and private-law
rules is mitigated by the fact that sdle and dso purchase of municipa red estate must comply
with European law on public contracts (see sections 3.2. and 3.3.). Roman-law countries
are showing a trend towards cost-effective management of municipa property.*

Hence, the digtinction between common-law and Romanlaw countries has been consderably
reduced because common-law countries are introducing the forma safeguards of Romantlaw
countries, while the latter are introducing management methods resembling those in common-law
countries:

3.2.

the distinction between public law and private law (where this distinction exists) has become
weaker. More and more emphasis is being placed on the need to manage public property
generdly according to the principle of codt-effectiveness (this principle is often defined, in a
category specific to Romantlaw, as “administering with due diligence’). Moreover,
management of property governed by private-law rulesis, in any case, subject to the policy-
making rules of the municipdity as an authority representing the public interest (clearly
specified and formaised interna  decision-making procedures, supervison by internd and
externa bodies, etc.);

in certain centrd and east European countries there is no clear digtinction, since legd
indruments are sometimes confused with management insruments. Furthermore, there
seems to be a blurred digtinction between the municipdity as a regulating authority of civil
society on the one hand and holders of private-ownership rights subject to this regulation on
the other;

the problems of co-existence between property governed by public law and property
governed by private law must dso be noted. Where the digtinction exids, it is consdered
that property governed by public law — being assets serving the generd interest —in certain
caes can and mugt be exempt from the planning requirements applicable to private
individuas. Although this may be judtified for property of military, historical or architecturd
vaue, aswell as for minera resources, water resources and forests, it is far less judtified for
anumber of other assets, especidly housng and commercid property.

M ethods of acquiring municipal owner ship

Municipa ownership may be acquired in five ways.

origind acquigtion through the creation of the property (congtruction of a swimming poal,
road, theatre, etc.);

two forms of acquistion smilar to that by private individuds. purchase of property on the
market, and legacy or donation,

two forms of acquistion specific to public authorities: legd atribution, and expropriation.

1

It should here be noted that countries such as Belgium, Spain, Portugal and Italy have very recently

introduced cost accounting for local authority management.
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As regards origind acquisition through creation of property, if this acquistion involves funding from
another public body, this will generdly determine redtrictions governing the property (disposability,
change of use, repar obligations, etc.). This is, for example, the case for municipad housing in
Sweden.

For legacies, donations and purchase of property on the market, municipdities are, unlike private
individuals, subject to rules specific to government administration. Where purchase is concerned, this
amounts to ensuring optimum use of public money and impartidity of choice (this is the god of dl
rules governing public contracts). The locd authority may aso be redricted in its purchase of
property by the prevailing political or cultura interpretation of the public interest being represented.
Thus in some countries, such as San Marino, loca authorities are not dlowed to acquire housing,
while in others, such as Scandinavian countries, locd authorities are not dlowed to purchase
commercid or industriad property. Purchase of land may dso, asin Scandinavia, be used for regiona
development; the municipality divides the land into plots and decides on the land to be released for
development, which it then sdls to private individuas athough not necessarily at subsdised prices.

With regard to acquisition through legacies or donations, it must be underlined that the often gtrict
limitations on the right to accept donated property are desgned to prevent the municipdity from
taking on property which would engender excessive cogts for the public interest which it is appointed
to represent.

Findly, on the subject of forms of acquisition specific to public authorities, it may be noted that since,
by definition, a public authority represents a higher interest, it may oblige another legal person to
trandfer to it hisher ownership of a specific property (expropriation). This may be accompanied by
payment a the market price, by a fixed payment lower than the market price, or by no
compensation at dl (known as ouster). In Council of Europe countries which have ratified Protocol
No. 1 to the European Convention on Human Rights, this type of compulsory purchase can, in
principle, occur only in cases cealy specified in nationd legidation and in return for proper

compensation.

As regards dtribution of property through the law, such transfers often occur in pardld with a
trangfer of jurisdiction. Thus a process of regiondisation has led to transfer of ownership from centra
government to the regionsin Italy, Belgium, Spain and France.

These five methods of acquiring ownership exigt in dl member states of the Council of Europe.

As for central and east European countries, we have witnessed and are still witnessing, in certain
cases, the large-scale use of transfer processes by means of the law, with the cregtion of municipa
red estate for loca authorities through transfer of property from the state.

3.3.  Methods of property disposal

Locd authorities have two possible methods of disposing of their property: sde, or transfer to
another legd entity (either public or private).

The following remarks need to be made on the subject of sale;

- property governed by public law (see section 3.1.) is subject to quite stringent restrictions; in
generd it must be declassified as public property before it can be disposed of;



15

— property governed by private law must under dl circumstances comply with the policy-
meaking rules specific to the municipdity as a public authority;

- in the case of Sweden, financia transfers from centra to loca government may be affected
by the amount of municipa property sold; it is worth pondering this type of “sdective
incentive’;

- sde of property may am to maximise the municipdity’s financid advantage, in which case it
is conducted according to public contract procedures (invitation to tender, private auction,
selection of the best offer, etc.). It may dso have a socid objective, such as sde of council
houses to the most disadvantaged. In this case, the rules of the sale are not those for public
contracts but consst of procedures for drawing up a waiting lig of the most needy
candidates.

Asin the case of purchase on the open market (see section 3.2.), transparency in loca government
decisons is essentia in order to prevent municipa property transactions from favouring individua
interests at the expense of public interest. We may dso note a certain crystdlisation of established
positions where the tenant renting a property has the right of pre-emption when it is sold, asis the
case in the United Kingdom, Italy, and centra and east European countries.

Asfor trandfer of property, thisis afunctiona type of digposa which occurs ether as an automatic
accompaniment to the transfer of jurisdiction to another lega entity, or ypon creation of a body
which is controlled by the municipdity and responsble for managing certain public services or
utilities. Two problems arises on the one hand, assessing the vaue of the property, which is not
necessarily the same as its market value but which often determines the extent of the municipdity’s
control over the other legd entity, or; on the other, the property’ s intended use, snce thisuseis often
blocked and the body to which the property is transferred is unable to have this use changed on its
own initiative.

3.4. Rulesontheuseof property

Where use of property is concerned, the first question to be asked is whether the municipdity is, or
is not, under the obligation of using the property at its disposad. Municipa property is frequently
dlowed smply to become derdlict. Thisis often linked to the problem of inventorying the red estate
that congtitutes municipa property. Since in many countries municipa property has come into being
over the course of time, municipdities may have lost track of it, especidly in systems where property
isinventoried in chronologica order.

1 This type of sale is found especialy in the United Kingdom and Spain. Yet in other countries, council
houses can be sold only once they have been let.

In the case of Italy, two special circumstances should be noted:

—  at the selection phase, the beneficiary can decide whether he will rent the allotted property or buy it in
reduced monthly installments;

— access to property is encouraged by the support given by municipalities to housing co-operatives, for
example by granting building leases for land owned by the municipality; people wishing to become house
owners must therefore first become members of these types of house-building co-operatives.
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As regards actua use of property, there is usudly a duty to manage it properly, as embodied in the
principle of “adminigtering with due diligence’. In most countries there isamore or less explicit duty
to keep property in good repair; this duty is generaly not mentioned in the questionnaire replies from
centrd and east European countries. It is important here to andyse the type of expenditure
dassfication used in municipa budgets. If the traditional Roman-law classfication into ordinary and
extraordinary expenditure is employed, there is no forma posshility of sysematicaly making
provison for maintenance expenses that are a dl extengve, even if they are recurrent but not annua
expenses. The dtuaion is made even more difficult by the fact that under such sysems it is not
customary to take account of depreciation costs.

Asfor the way in which property is used, al countries seem to observe the principle of using it in the
municipaity’s generd interest. It remains to be seen how the municipdity’ s generd interest fitsin with
the principle of “administering with due diligence’. As sated in section 3.1., in Roman-law countries
that differentiate between public and private ownership, municipdities are often limited by rigid
procedures concerning the way in which they can use their property. Furthermore, for property of
which the municipdity only has tenure, the limits to its use are inherent in this rdaionship. Thisis
particularly the case in certain centra and east European countries, where a system of tenure seems
to prevail.

4. FORMSOF MUNICIPAL PROPERTY MANAGEMENT
4.1. Internal management or external management

In between management by the municipa adminigtration and management entrusted to an entirey
independent body, severd solutions are possible. The report will briefly examine these solutions.

4.1.1. Management by the municipality’ s administrative departments

Management by the municipdity’s adminidrative departments has the particular advantage of not
involving appreciable transaction cods. There is no need to draw up management or service
contracts, and thereis no risk of litigation with such a management relationship.

The firg disadvantage is the problem of ascertaining the full cost (including both direct costs and
overheads). A second drawback is the downess of decision-making, while athird drawback, which
has dready been mentioned, conddts in the difficulty of separating the municipdity’s regulatory
function from its management function.

4.1.2. Management by a public body controlled by the municipality

In the case of management by a public body controlled by the municipdity (an ingtitution or locd
government enterprise), the following are the main benefits:

- it is possible to ascertain the full cost of the services provided,
— decison-making is redively quick.
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The main drawbacks are as follows:

- problems of supervison which are not offsat by direct accountability. On the one hand, it is
difficult for a municipdity to monitor dl the decisons of the other body, while on the other,
this body is ale to hide behind the authority controlling it in order to escape its own
responsbilities (for the quality of the services provided and aso for baanced management,
which mugt ultimately be guaranteed by the municipdity);

- the management of a locd government enterprise or an inditution often lacks transparency
(not being subject to the standard policy-making rules of eected bodies while a the same
time enjoying an economic monopoly).

4.1.3. Management by a private-law body supervised by the municipality

In the case of management by a private-law body supervised by the municipdity (for example a
public limited company in which the municipdity has a controlling interest), there are a series of
restrictions in European Community directives amed a guaranteeing the principle of free competition
which are often ignored by locd authorities. 1t would seem doubtful whether, in legd terms, apublic
limited company of which the municipdity is the only shareholder (or in which it has a controlling
interest) can be given management of a service on behdf of the municipdity, thus disregarding not
only the principles of adminigrative law (designed to ensure that the generd interest is observed at
the cost of a certain downess in decison-making and a certain lack of economic effectiveness) but
aso the rules of free competition (designed to guarantee economic effectiveness and quick decisons
a the expense of maximising the generd interest).

4.1.4. Management by an independent body
Management by an independent body may take the following forms:

- management awarded to a private company. This particularly concerns upkeep of housing
and culturd facilities; it is aso most frequently the case as regards the running of property for
business activities,

- management awarded to a public corporation. This is the case in several centra and east
European countries, where state-owned companies manage municipa services, it is dso the
case in Italy and France, where management of housing is entrusted to public corporations
(municipa or intermunicipd);

- management awarded to a non-profit-making body (association, foundation, non
governmenta organisation, etc.). Thisis the case with housing in the Netherlands, and for the
management of many culturd fadilitiesin Italy and the Netherlands.

- management awarded to bodies in which municipdity, private non-profit-making
organisations and/or users are represented more or less equaly. Cases where management
is entrusted to users representative bodies may be found in severd countries including
Scandinavia and Italy, where the legd insrument used for this type of management is the
“inditution”. Leaving aside the legd digtinction between a public authority (which possesses
or manages red estate) and the citizen-user and using the political- science concept of “public
property” applied to municipa property, this type of management can probably ensure the
greatest respect for public areas. However, it must be stressed that these two forms of
management entall the risk of a certain lack of trangparency, which is never desrable in
public activities.
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4.1.5. Comparison of the benefits and drawbacks of various types of management:
management contracts and service contracts

Table 1 provides a summary of the benefits and drawbacks of the four types of municipa property
management discussed above.

It shows that whenever management is externd, it will be good management if an open and
transparent relationship between both contracting parties can be guaranteed.

With the attempt to make management more transparent, we are witnessing a proliferation of
externd management forms. The latter undoubtedly have the advantage of clarifying the cost of (or
revenue from) management of the various services taken individudly. However, externdisation of
management does not necessarily mean more cost-effectiveness or the provison of a better quality
of sarvices. This can be guaranteed only by a clear contractud relationship between the municipdity
and the body (whether public or private, supervised or not) responsible for running the service.

This contractua relationship must be based not only on specification of the services to be provided
(which services) but dso on a clear definition of such services (how they are to be provided) and
determination of unit costs for each service. In the case of bodies supervised or controlled by the
municipdity, it is absolutdy necessary to ensure that an operating loss incurred by the body
supervised is not automatically covered by the municipaity, otherwise the body supervised may
eadly exceed the spending limits which it undertook to observe.

Table 1. Comparison of management contracts and service contracts

Form of management Benefits Drawbacks

By the municipality’s
administrative departments

No appreciable transaction costs Problem of ascertaining full costs
Slow decision-making
Problem of separating regulatory

from management function

Awareness of full costs
Quick decision-making

By apublic body controlled by the
municipality

Lack of transparency
Problem of supervision
Lack of direct accountability

By aprivate-law body supervised
by the municipality

Flexibility and quick decisions
characteristic of private firms

Possibility of disregarding
principles of administrative law
and rules of free competition

By an independent body

Clear separation of roles

Heavy transaction costs

4.2. Centralised management and management by the responsbility centre

In the case of management by the municipality’ s adminisirative departments, it is important to draw a
distinction between centralised management and management by the responsibility centre.

With centrdised management, dl municipa property is administered by a central department (which
may be the finance or the technica department) but is used by individua departments. the welfare
department for council housing, the culturd department for theatres and museums, and so on.
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With management by the responsibility centre, property is managed directly by the department using
it. This second type of management is more effective provided that it is also possible to recognise
applied overheads for departments other than those using the property (for example maintenance
codts for the technicd department, adminidtrative costs for the accounts department, etc.). This
requires adoption of cost accounting rather than administrative accounting (see section 4.3.).

4.3. Cost management and administrative management

In Roman-law countries, management of municipd property satisfies mainly adminidrative and not
necessarily economic criteria

These systems are concerned above dl with ensuring that decisons concerning public financid
sources are taken according to procedures established to protect the public interest. Such systems
are therefore more concerned with the legitimacy of administrative action and tend to underrate the
question of economic effectiveness. Government accounting is not usudly double-entry. The main
concern is with spending authority and the legitimacy of the power to callect. In this adminidrative
accounting system the management of actua cash flows is therefore neglected.

This means that management decisions are aso taken according to principles of legitimacy and not of
cost-effectiveness. It should be pointed out that, in most Roman-law countries, municipa budgets
make no dlowance for depreciation.

Under this philosophy, property is inventoried chronologically and not according to management
logic (that is according to its nature, intended use, and term). Similarly, the “book value’ of the
property is generdly its acquisition cost (not converted to current vaue).

Therefore, in dl countries, any action to improve the quality of municipal property management must
necessarily gart with the inventorying of this property.

4.4. Management aims
Municipa property management may be inspired by variousams.

- the aim of maintaining the status quo (thisis the most common Stuation);

- economic ams: this is the case when the municipdity runs businesses for the revenue which
they provide (such as certain pharmacies owned by Itdian locd authorities, petrol stations
owned by certain municipditiesin centra and east European countries);

- socid, culturd and generd public-interest ams: in this case, property management does not
automaticaly have to provide revenue or even be able to cover the codts it generates. Here
it is a matter of being able to assess the added vaue provided by the property in question
and comparing it with the socid codts thet it is hdping to reduce. Thisis, for example, the
case for housing stock managed by Bonn city council;

- reinforcement of the basic ams of regulatory action by the locd authority: Thisis the casein
Scandinavian countries as regards the housing market and in countries such as France,
Begium, Italy and Spain for indudtrid estetes.
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Even when ams are not linked to economic profitability, the municipaity must ascertain the precise
management costs of the services provided and assess the effect of these services on the socio-
economic environment. This involves the following:

- when choosing possible forms of management it is desirable to salect one which, for the case
in point, will enable cogts to be ascertained as accurately and quickly as possible;

- systems of assessing the effect of loca government policies must be introduced in order to
ascertain the impact of the public service, and the service' s unit cost in terms of its result (for
example how much athegtre building cogts in relation to each member of the public who has
attended performances there).

5. FINANCIAL ASPECTSOF MUNICIPAL REAL ESTATE PROPERTY MANAGEMENT
5.1. Market value and use value of municipal real estate property

In order to illustrate this aspect, two concrete examples may be quoted: the cities of Forence and
Prato.

In the 1970s these two cities — like most other modern cities — experienced a geographica
redigtribution of families and busnesses. The families living in the city centres gradually moved to the
outskirts, and their place was taken by firms administrative headquarters and service-company
offices. As aresult, in the space of a decade the rolls of the city-centre schools were virtualy empty,
while the school population in the suburbs had rocketed.

The city of Florence failed to draw the lessons from this population trend to such an extent that in the
early 1980s there was a serious shortage of classrooms in the suburbs, whereas school buildingsin
the city centre virtualy had to be abandoned.

The city of Prato, on the other hand, had been monitoring this tendency and drew the relevant
conclusons in terms of decisortmaking and practicd action. At a certain stage of the population
drift, Prato city council sold its school buildings in the city centre and built new schools in the suburbs
with the proceeds. In addition, it tried to sdll its city-centre buildings when their market value was
highest and buy the necessary land in the suburbs while its purchase price was ill reatively low. In
this way, not only did this transaction cost the council nothing but it aso provided a capita gain that
alowed the council to finance the congtruction of socid centres.

Comparison of these two cases demondrates the need to ensure that municipdities have the
professiona skills required to carry out this type of assessment and to propose the most gppropriate
programmes of action.

5.2.  Practical aspects of financial management

It is first necessary to ask whether municipdities are aware of the expenditure relating to their red
edtate. The data supplied seem to prove the opposite. It is especialy doubtful whether they know
what are termed the “full costs’ (which include overheads). Moreover, even if municipdities are able
to ascertain the revenue from ther red edtate, it is far from obvious that they are aware of the
potentia revenue.
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In the case of internd management, funding of red edtate is totdly nonspecific, and in accordance
with the municipal budget’s pooling principle, revenue from property is not dlocated directly to its
management. Accordingly, the revenue ends up in a genera fund and cannot be earmarked. Centrd
government funding conditutes an exception to this rule when provided for purposes previoudy
specified by the state. Enforcement of the pooling principle (which logicaly applies only to revenue
from duties and taxes) for al municipa revenue preverts specific assessment of the management of
various property in the same way as management of any other municipa service.

It would seem desirable to have a classification of municipa purchases (expenditure) according to its
nature and use, and a classfication of income (revenue) according to source (who pays) and
grounds (reason for payment). It is possble to introduce such a classfication of revenue and
expenditure without changing the structure of the municipa budget, especidly with the tools available
through modern information technology. It seems less desirable to concentrate the management of al
redl estate in municipa property in a single centralised department because, as shown above, this
would separate accountability for management from that for use.

From the data provided in the nationa reports (see the gppendices) it is impossible to obtain
information on the cost/benefit ratio. Thisis owing to two facts:

- the structure of municipd accounting sysems makes it difficult to dlocate costs to the
various municipa departments (no anaytic accounting system);
- there are no systlems for monitoring the effect of local government policies.

Another important aspect of financid management concerns the increasing need to evaluate externd
factors (both positive and negative) produced by the property in question and to identify those
people obtaining indirect benefit from it in order to be able to prepare a proper financid policy.

Moreover, the use of adminigtrative management systems not anly fails to indicate costs but dso
makes it difficult to recover revenue that is owing by users of municipa red edate. If red edate is
inventoried chronologicaly this means that it is recorded according to its date of acquisition and not
according to its nature or intended use. There is thus a serious danger that the municipdity may lose
track of it.

Many locd authorities resst usng a multiple criteria inventory system (which includes not only date
of acquisition but also nature, intended use, source and user). This resstance is due to the fact that
these systems increase adminidrative transparency. This is one of the few ingances where a
regulative requirement may have a podtive impact on management efficiency and effectiveness.
However, if it is beneficid to impose the use of a multiple criteria classfication system, the type of
gysem itsdf should not be imposed. This is because there is no universd multiple criteria
classfication system; any sysem of this kind must be adgpted to the dSrategic gods of the
adminigrative authority in question. Each local authority will normally have different gods.

It would seem advisable, however, to create a benchmarking system enabling different municipalities
to compare themsdlves with each other in terms of codts incurred and income derived from
management of their property. The benchmarking method condsts in comparing specific crucid
items whilst ensuring thet the same data- gethering criteria are observed in order that information is
actudly comparable.
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The advantages of benchmarking are the following:

- it enables members of the system to assess their own efficiency and effectiveness by
comparing it with that of other members,
- it alows more effective dissemination of good practice.

Attention may here be drawn to the postive and extremely important experience of the Audit
Commission in the United Kingdom." The Audit Commisson must audit al locd authorities in
England and Waes in order to evauate the legdity of the spending procedures of these authorities.
The Audit Commission aso evauates the effectiveness and the efficiency of the expenditure of the
locd authorities concerned. This evauation is mainly performed using a benchmarking system.

Two observations may be made on the basis of this example. The firgt one is that imposing a
benchmarking system dlows a comparative evauation of cogs for each loca authority but not of al
profits, as they may be estimated only in political terms. The second observation refers to the fact
thet this system is impaosed by an organisation (the Audit Commisson), which aso indigates sudies
to promote “vaue for money” in the provison of services by audited bodies.

6. M ANAGEMENT OF SELECTED REAL ESTATE CATEGORIES

Most of the andyses developed by this report gpply to dl municipa red estate; however, it is now
necessary to study the specifics of the three types of rea estate selected.

6.1. Housng
In this section, the following points shal be consdered:

— the different types of property which make up this category;

- ownership and control of housing;

- management forms, methods and instruments;

- rules governing sdection of persons to whom the municipaity sdlls or lets housng;
— market impact;

- the question of co-ownership in centra and east European countries.

Asregards the firg point, in most western countries, municipalities own only council housing. On the
other hand, in Denmark, Sweden and Finland, municipdities own and let various types of housing.
Loca authoritiesin the republic of San Marino own no housing.

1 The Audit Commission is statutorily accountable only to Parliament and is independent both of the bodies
under audit and of the government of the day. It appoints auditors to audit accounts of local authorities and
certain other bodies and it prescribes the way in which auditors carry out their functions through a Code of Audit
Practice rather than carrying out the audits itself. It funds its activities from fees paid by the bodies under audit
asit receives no central government grant. It is not a Crown body and its employees are not civil servants.
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Ownership and control of housing may take any one of the following forms:

ownership and control are both vested in the municipaity (as in most western European
countries);

ownership is vested in the municipdity while control belongs to other bodies (agencies,
state-owned companies, non-profit-making associaions, etc.); thisis how municipal housing
is managed in France, Italy and the Netherlands,

ownership fals to a centrd body (state-owned or regiond), while contral is vested in the
municipality: thisis the case particularly in severd centra and east European countries where
the legd Stuation of public goodsis not yet fully defined;

mixed dtuaion, where, for example, the municipdity owns the land, the state owns the
building, and management is entrusted to an ad hoc public body (which is often the case in
Italy).

As regards forms, methods and instruments of management the case of the Netherlands may be
cited here, where management of housing is entrusted to non-profit-making associations. It should
adso be pointed out that, as dready noted, there is a generd unavailability of information on
expenditure and revenue for this type of property.

With regard to the rules governing sdection of third parties to which the municipdity sdls or lets
housing, the situation varies consderably:

the principle of economic return is frequently not applied. There are no invitations to tender;
instead housing is sold or let a a political price (beow the market vaue, sometimes even
below the maintenance costs) and the buyer or tenant is sdected from a waiting ligt of the
most disadvantaged;

a right to buy (sometimes directly, sometimes by pre-emption) is often but not aways
enjoyed by the tenant dready occupying the property;

the tenant often enjoys the (in some cases virtudly permanent) right to renew the lease. The
term of the lease frequently depends on the tenant’ s particulars remaining the same as a the
time of sdection; if they change, there may be a rent increase (as in Itay) or the agreement
may be terminated (asin Belgium);

as regards sde, the questionnaire replies often quote the rule of invitation to tender and
acceptance of the best offer. It would seem that the replies relate to municipd red estatein
generd and not necessarily housing.

In terms of market impact, two specific Stuations are of note:

in the city of Bonn, management of municipal housing is expresdy designed to influence
market prices. The rents am to minimise socid costs but not necessarily to cover
management codts. In this particular example management costs can be ascertained, and it is
possible to assess the socid impact of the service provided;

the acquisition by Scandinavian municipdities of land to be resold as development land may
also be consdered a good example of how to co-ordinate regulatory and economic activity
in the housing sector. In Scandinavian countries, municipaities are able to acquire land in
order to divide it into building plots, carry out basic urbanisation work and then resdll it, thus
mitigating the effects of the free market rules.
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In central and east European countries, under the sysem of state ownership, the question of
managing private aress in co-ownership did not arise. A amilar gtuation is to be found with the
housing co-operdives for joint ownership that are very common in centrd Italy. This problem is
currently one of the greatest barriers to privatisation of property. From the nationd reports there can
be inferred a tendency to produce laws on creating co-ownership of buildings whose legd datusis
rather unclear. Here the problem is not the creetion of buildings in co-ownership but being able to
digtinguish in both theory and practice between private property belonging to an individud or a
family and common property belonging to a number of flats which use the same areas and services.
In order to solve this problem, the countries concerned should not adopt any law aimed &t regulating
the creation of condominiums, but rather enact legidation which clearly regulates the different aspects
of the so-called “forced co-ownership” of common private property (or parts of property).

6.2. Real estateused for business activities

It should first be pointed out that the bulk of information provided by the nationa reports concerns
housng and that, consequently, there is not much information avalable on red estate used for
business activities.

Asin the case of housing, the data collected do not actualy alow the relative importance of thistype
of municipa property to be determined. Municipalities in some countries cannot legaly possess red
edtate for busness activities. This is the case in Scandinavian countries except Sweden (unless
forests are included with this type of property) and San Marino. However, in centrd and east
European countries where the privatisation process has not yet been completed we find a
congderable amount of property used for business purposes.

The types of assat condtituting this rea estate depend on the country’s geo-economic structure. In
countries with a developed agrarian economy, such as the Netherlands, we find agricultura land
forming part of municipd property. We should dso mention the case of the “industrid parks’
developed in a number of European Union countries. These are municipd facilities of whichususis
trandferred to firms as aform of busness aid.

Among the red edtate used for business activities we should not forget thermd baths, which may be
ether run directly by the municipaity or granted in the form of a concesson to private firms. Both
types of management involve not only the naturd springs which congtitute the therma baths but aso
the red etate gppertaining to them, which is also owned by the municipality and which isincduded in
the concession with the therma baths themsalves. There is aso the further case of some countries,
such as Itdy, where locd authorities dlow disadvantaged elderly people the use of smal market-
garden plots. One last category of red edtate for business activitiesis that in which amunicipdity lets
or sells property to private companies.

As regards ownership and control, the property is usudly in the disposa of the municipdities, which
transfer usus. Fructus may aso be trandferred in full, as in the case of industrid parks or gardens.
However, fructus is not transferred in the case of property let at market prices.



25

There are various forms, methods and instruments of management. The following Stuations are to be
found:

- in countries which make a digtinction between public law and private law, the municipaity
may make use of concessons for property subject to the rules governing public ownership
(thermd baths being atypica example);

- in the case of red edate let a market prices, responsbility for managing the property is
divided between owner and tenant according to the lease management rules; the finance
department of the municipdity is usudly responsble for rent collection;

- in the case of indudtria parks, management of the facilitiesis usualy undertaken by abody in
which the local authority and the local industry association are represented equally;

- for market gardens, the municipdity often takes respongbility for providing water and
maintaining the access roads.

With regard to the rules or practices governing the sdlection of third parties to whom the municipdity
sdlsor lets property, there are two Stuations:

- in the case of property to be let or sold by the municipaity, public law contract rules arein
widespread use;

- for facilities made avalable by the municipdity for business activity, the criteria used are
ether policy related (industrid parks or development support for certain business activities)
or socid (job cresation, support for ederly people, tc.).

Business activities conducted on municipa red estate, whether the latter is sold or |et, are limited by
the intended business use, resulting from legd and forma congtraints.

As for management of red estate used for business activities, it ismosily only in the case of indudtrid
parks that it is co-ordinated with the municipdity’ s regulatory functions.

6.3. Real estateused for cultural activities

Municipd red edtae used for culturd activities may generdly be divided into the following four
categories.

- schools,

- libraries,

- theatres and cinemas,
- MuseUms.

Ownership and control may take any one of the following forms:

- ownership is vested in the municipdity, while management is assigned to a different body (as
in Scandinavia and the Netherlands);

- ownership is vested in the municipdity, while management is shared between the municipdity
and the body enjoying usus. Thus school buildingsin France, Spain and Itay are owned by
the municdpdities, which are respongble for their upkeep, but are used by teaching staff who
are government employees,

- ownership is vested in a government body, while usus is granted to the municipdity. Thisis
particularly the casein severa centra and east European countries.
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With respect to the forms, methods and instruments of management, al the management forms listed
in section 4 are to be found. Ad hoc bodies are often set up for theatres and museums. In this case,
ownership of the property remains with the municpdities while usus is granted to these bodies.
Libraries, on the other hand, are mostly run directly by municipa departments. It should dso be
noted that profit-making activities are often conducted on thesatre and museum premises. sde of
publications, drinks, etc. These activities are usudly contracted out to private firms according to the
public contract system, the aim being to provide additiona receipts for the body running the service.

The costs, as with those of other types of red estate, are generdly not known.

It is obvious tha the profit from running this type of property cannot be measured in purdy
economic terms. It is therefore necessary to develop indices for assessng the impact of the
management of this property.

7. CONCLUSIONSAND GUIDELINES

Before drawing any conclusions from this study, we cannot help but note the lack of quantitative
information that would permit a comparison of different forms of management. For a more detailed
andyss, it would be necessary to identify a sample of Satidicdly Sgnificant cases in order to
measure, on the basis of common criteria, the results and, in particular, the degree of cos-
effectiveness of various management forms.

We can, however, put forward a number of guiddines that may be divided into three main groups
referring to: the legd framework of reference; the a priori conditions for good management; and to
management principles and drategies.

7.1.  Guiddinesconcerning thelegal framework

This section is amed at avoiding nafunctions semming from ingppropriate legd choices, and at
suggesting legd choices which could fogter an effective management of municipa red estate. Mainly,
it would be necessary to ensure the following:

- to darify, if need may be, the notion of property; this means that the three congtituent
elements of any property (usus, fructus, abusus) should be clarified and the owners of each
of these three e ements should be identified,

- not to confuse, where appropriate, standards relating to property in generd with standards
amed a setting up abody of municipa red edtate;

- not to confuse, where appropriate, standards in the management of common spaces and
sarvices (lifts, heating systems etc.) in condominiums with standards relating to the setting up
of the condominiums themselves. The creation of alega framework to regulate the setting up
of condominiums should be avoided; it is preferable to creste a legal framework which
regulates clearly the different aspects of private property, especidly the so-caled “forced
co-ownership” of common private property (or parts thereof).

7.2.  Guiddines concer ning the conditions of good management

Avallability of adequate professond sills and of relevant information is necessary to any good
public management system.
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7.2.1. Professional competence

Effective management hinges above al on the professond competence of the public officids in
charge of it; the same legd instrument may be either effective or ineffective depending on the skills of
the person using it. It is no accident that the countries with the most effective administrative structures
have an established tradition of training their adminigrative officers. On the other hand, the best
practice may often be to turn to management professionals as it may prove less expensive and/or
offer better results than training civil servants. This derives from three consequences.

- the need to dipulate, in standards governing municipa saff skills, the necessary qudifications
for an economicdly effective management of municipd red etae;

- the need to implement a gtaff training and/or re-qudification syssem which could develop
specific professond sKills;

- the need to evduate “vaue for money” obtained by contracting out the management of
munidpal red estate property or by receiving professond advice in thisfield.

7.2.2. Proper information

Fird, it is necessary to creete inventories for municipa red estate aimed to register its exisence, date
of procurement, and, in particular, its management. The ideaisto classify the property according to
severd criteria (such as nature, use, technicad features, maintenance parameters, vaue of insurance
rsk etc.). Variables concerning management are not necessarily the same in dl cases and it is
important to give some freedom of choiceto loca authorities; no lega solution enforced from outside
can give good results. However, it might be useful to publish aform of technicad compendium amed
a identifying the main criteria of dassfication, the links between these criteria and management
gods, and ratings for each parameter. One should not confuse an inventory with a cadaster; a
cadaster is aregister of red estate property rights (extent, value, ownership) and dl the lega entities
that hold those property rights. An inventory is a list of the property per se, which can provide
certification for external purposes and provide management information for interna needs.

The implementation of systems for evauating the impact of different public policies must dso be
recommended, especidly policies concerning management of municipd red edate. The question is
not to create a mere collection of atistica data (with the target of enhancing knowledge itsdf) but
to implement a data collection system that enables local authorities to understand the socid impact of
their management techniques and evauate the results. This must be done according to economic
effectiveness criteria (which may not necessarily be lucrative), and the profitability of management
policies must be seen in agloba perspective not limited to that of a company economy.
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7.3.

Guidelines concer ning public management strategies

In the framework of the public management srategies, it is necessary:

to make the distinction between the regulaing activity of the municipdity and its activity asan
economic agent and to be able to co-ordinate the two; this means that the service in charge
of gpatid planning which grants building permits must be separated from the body (which
might be an internd sarvice of the municipa adminidration or an externd entity) which
manages the municipa red edtate. This also means that the municipdities must know how to
use their margins of freedom concerning their red edtate in order to achieve the gtrategic
gods of ther urban devdopment plan. In this area, municipdities mainly have a ther

disposa an ingrument to limit the freedom of action of the red estate owner (guiddines for
soatid development through prohibition); therefore, the municipdities can, in the
management of their red estate, guide urban development through promotion and stimulation
messures,

to andyse the posshility of engaging voluntary organisations in the management of certain
types of public property, especidly those which can be used for culturd, socid and sports
activities, If appropriate, attention must be paid to obtaining maximum trangparency in the
choice of these bodies in order to avoid awarding specid political favours or preferences,

to create integrated business plans able to offer dl necessary information to policy-makers.
On the basis of objective forecasts and evauation these plans should make drategic
decisions possible and aso set goals to be followed, measures to be taken and means to be
used by managers to adapt red estate management to politica choices made by the local

authority in question;

to adopt, together with authorisationtype accounting systems, accounting systems which
offer sound information on costs and income related to the manegement of these properties.
The idea is to take every initiative to motivate municipdities to establish an accounting
system that can guide the decisions, or a system of management control or, more Smply, a
control pand;

to establish a service contract (if management is awarded to an outside body) which sets out
the type of service supplied, the quality of this service, the price per unit of this service, avoid
a contract entrusting an externa body with the management in exchange for afixed sum, and
avoid a deficit resulting from the work of the managing body being charged to the
munidpdlity;

to perform regular property and management reviews and evauations or have them
performed by professonals; these reviews must hep improve the effectiveness and efficency
of municipa rea estate management and therefore should adso be used to stimulate and
evauate managers,

to create a coherent benchmarking system in order to make comparison possible between
management performances obtained by different municipaities. The objective of such a
system should be not only to increase transparency but aso to improve performance;

therefore, it should be used to stimulate services or contractors in charge of the management

of the municipa property.
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Appendix 1: Legal framework for the management of municipal property

Country National legal regulations Observations

Albania No standard-setting legal framework There are two draft measures pending on: (1)classification of public
property; and (2) local authority competencies

Austria Law on the transfer of land A municipal resolution is necessary

Belgium New municipal law (1988), specific regional laws

Bulgaria Constitution and law on municipal property (1996) The law determines the difference between management of public and
private municipal property

Croatia Local government law Restitution of expropriated property

Cyprus Municipal law (1985) Thereislittle municipal rea estate

Denmark Local government law concerning the sale of municipal real estate The authority cannot purchase property for the purposes of renting it out

property, and unwritten legal principles

Estonia Law on local government arrangement and specific legislation A new draft law sets up increasingly restrictive conditions on local
government property. Under the present law, councils follow regulations
for the management of municipal property that are similar to those used
for the state property. The new law will create minimum standards for the
management of municipal property

France Law on territorial organisation A large part of the real estateis owned by specific public bodies

Germany Civil code, Lander laws

Greece Municipal and communal code and specific legislation Different status for public and private property

Hungary Civil code and specific legislation

Iceland Municipal law and specific legislation

Italy Civil code and specific legislation

Latvia Civil code, municipal law and specific legidlation

Liechtenstein Municipal law (1996) The communes are not concerned with private law
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Lithuania National legal regulations concerning municipal property: Law on
Governing, Owning and Disposal of Municipal Property (1998); Law on
Transfer of State Property to Municipal Ownership (1998); Law on
Privatisation of State and Municipal Property (1995)
“the former Constitution; Law on Local Self-Management (1995) Municipal property isused for municipal services; sharing of property
Y ugoslav Republic between the state and the municipalities isunder way, for the 34 “former”
of Macedonia’ municipalities and the 89 recently created municipalities alike
Malta Regulations on the administration of public property and land disposal | Local authorities are allowed to |ease public property (in particular public
legislation gardens and places of cultural and historical interest); this arrangement
empowers councils to rehabilitate, and promote access to and use of,
these properties by local inhabitants and tourists
Netherlands Law on housing, law on housing allowances No specific legislation as the municipalities have little property
Norway General law on leases (1939) No specific legislation
Poland Constitution; law on local and regional authorities A large quantity of real estate transferred from the state to municipalities
Portugal Constitution; decree-law 100/84, 29 March and its amendments (law on
competencies of local governments); Law 42/98, 6 August (law on local
finance); decree-law 54-A/98 (on the national accounting system)
San Marino Law 22/1994, rule on national compatibility Practically no real estate
Slovakia Law on municipalities, law on municipal property
Slovenia Law on financing of public expenditure, local government law, law on The process of sharing property between municipalitiesis still underway
financing of municipalities
Spain Law on the basis of the local regime (1985); royal decree (1986) on National law is supplementary, in many fields, to the law of self-governing
public property municipalities
Sweden Loca government law; land-use code Tendency towards corporatisation
Turkey Municipal law, law on public procurement

United Kingdom

Specific legislation

38% of housing needs are met by municipal property
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Appendix 2: Municipality obligations and the nature of contracts

Country Limitationson selling Maintenance obligationsfor municipalities | Public or private leasing contracts Maintenance
contracts
Austria Buildingslaw; thetenant isresponsiblefor | Mixed Private law;
theinside, the owner for the outside efficiency,
economy and
convenience
Belgium Property bought with subsidies cannot be sold Regional laws; principle of civil Private law Private law
responsibility: respect for architectural
criteria
Bulgaria Thelaw on privatisation limits selling; public Law on municipal property Public law Private law
municipal property cannot be sold
Croatia Public competitive tendering, respect for the market Private law
value, specific regulations for property acquired
during the communist regime
Cyprus Prior approval from the Ministry of the Interior The municipality has certain obligations Private law
Denmark Respect for market value of public property General principle of cost-effectiveness Private law Private law
Estonia Law on privatisation, specific legislation; municipal | Specific legislation Mixed Mixed
property can be sold according to privatisation
programmes adopted by the council which sets
general privatisation terms (environment protection
etc.) and restricts potential buyers must fulfil
France The municipality has certain obligations
Germany Obligation to inform the supervising authority Administering with due diligence Private law for rented property; Public market
public-law regulations for homeless | regulations
Greece Limitations only for public property The municipality has certain obligations Usually private law; public law for Private law

public property
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Hungary Pre-emption right for the tenant; specific Civil code; arealawsfor cultura institutions | Civil code and specific legislation
authorisation to conclude a contract beyond a
certain value
Iceland Authorisation to sell off property destined for Obligations under the law on leases Private law (law on leases) Private law
public uses
Italy Public property cannot be sold off; declassification | The municipality has certain obligations Private law and specific legislation
procedure can be made by local authorities
according to law. Other types of property can be
sold off.
Latvia Limitations specified under the privatisation law; Private law Standard contracts and contractsto | Private law
prohibition to expropriate the properties which are be ratified by central government
needed for the implementation of permanent
functions
Liechtenstein No limitations Ordinary maintenance In theory the municipalities are free Choice of the
municipalities
Lithuania Limitations specified under the specific law
Malta Limitations determined by terms of lease Certain obligations depending on the type of | Public law for public property and Mixed
agreements property commercial law for private leasing
Netherlands No limitations Private-law obligations Private law Private law
Norway The proceeds from the sale cannot be used to cover | No specific legislation Mixed Mixed
running costs
Poland Restrictions for foreignersto purchase Obligations foreseen by thelaw onrenting | Mixed Mixed
Portugal Public competitive tendering if the value exceedsa | Decree-law 54-A/98 Public law Public law
certain amount. Specific legislation for property or
architectural merit
Slovakia No sale to foreigners, regulations on the Civil code; public law
maintenance of intended use of certain property
Slovenia Principle of the “good administrator” Public law Public law




Spain Public property cannot be sold off; declassification | Obligations foreseen by law Private or public law according to the | Public law
procedure can be made by local authorities nature of the real estate (public or
according to law. Sometimes thisis automatic private)
(mainly when changing the urban plan)

Sweden If the municipality sells more than 25% of its Urbanisation regulations
housing property it loses government subsidies

Turkey Authorisation from the Land Administration; Law | The municipality has certain obligations Mixed Mixed
on Public Procurement

United Kingdom | State consent needed to sell at “less than best Specific legidlation Specific legislation Specific
price” legislation
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Country Proceduresand criteriafor choosing Proceduresand criteriafor choosing Proceduresand criteria for choosing Length of thelease
buyers tenants maintenance companies
Austria Private procurement standards Competitive tendering standards
Belgium Public procurement standards Limitations of asocial nature based on Public procurement standards Municipal council’s
non-discrimination choice, according to civil
code and law on leases
Bulgaria Public procurement standards; law on Private procurement standards Leasing (for public municipal property); | Leasing for 15 years, but
privatisation tendering (for renting, granting theright | thisterm may be
to use or to build) extended
Cyprus Public procurement standards and highest [ Highest obtainable price Public procurement standards No limits
price obtained except if legal to grant
economic support (e.g. cultural activities)
Denmark Public procurement standards Public procurement standards Public procurement standards Civil legislation on leases
Estonia Law on privatisation. If the property is Law on leases; residential law Law on state procurement Determinate or
sold by auction, the winner must offer the indeterminate, according
highest price while accepting all additional to law on leases
privatisation terms. In case of sale by
negotiation, the offer must be
acknowledged as the best by the
privatisation organiser (nominated by the
council).
France Public procurement standards Public procurement standards Public procurement standards

Germany

Public procurement standards

Consideration of social circumstances

Public procurement standards

Private-law standards
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Greece Public procurement standards Public procurement standards Public procurement standards Specific legidlation or
agreement between the
contracting parties

Hungary Public procurement standards (1995) Public procurement standards (1995) Private-law consortium according to the [ Depends on the type of

law on concessions (1991) contract

Iceland Social housing may be sold to non- Criteria of asocial nature and revenues Public procurement standards Law on leases;

commercial entities having social aims when leasing social housing determinate or
indeterminate for social
housing

Italy Public procurement standards Criteriaof asocia nature and specific Public procurement standards Civil law on leases and

legislation social legislation

Latvia Competitive tendering; first refusal Law on company rental; competitive Public procurement standards Determinate or

tendering indeterminate length

Liechtenstein Public interest regulation and the Municipalities do not own buildingsfor  [Law on competitive tendering, themost | Contractual freedom

conservation of land property housing use economically advantageous offer

Lithuania Law on public procurement Law on governing, owning and Public procurement standards Government resolutions

disposition of municipal property

Malta Housing legislation Housing legislation Public procurement standards No particular regulations

Netherlands General principles of public action Law on the allocation of housing Public procurement standards Civil code; law on leases

(according to social priority)

Norway Public procurement standards Law on Leases (1939), public procurement | Public procurement standards No particular regulations

standards

Poland Ministerial order on regional planning, Ministerial order on regional planning Depends on the type of

right of first option for tenants lease

Portugal Public procurement standards Public procurement standards Public procurement standards Maximum 20 years

Slovakia Law on the Saleto Tenants (1993), public |Law on Renting and Sub-renting of Public procurement standards Civil code and specific

procurement standards (1993)

Housing (1990); public procurement
standards

legislation
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Slovenia Law on competitive tendering

Spain Law on Administrative Contracts (1995) [Law on Administrative Contracts (1995) [ Law on administrative contracts (1995) Maximum for
administrative leaseis 99
years, aminimum lease
(in general 5 years) is
stipulated only for
housing leases

Sweden No particular regulations No particular regulations Public procurement standards Indeterminate

Turkey Public procurement standards; priority Public procurement standards; priority Public procurement standards Maximum 10 years

given to civil servants and people on low
salaries

given to civil servants and people on low
salaries

United Kingdom

Law on housing (1985)

Law on housing (1985)

Specia laws
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Appendix 4: Main categories of municipal property — 1

Country Council houses Other housing Buildin_gs usn_ad_ f_or Cultural infrastructures Soorts complexes
economic activities

Belgium X X X X X
Bulgaria X X X X X

Cyprus X X X X X
Denmark X X X X
Estonia X X X X X, few, mixed ownership
France no X X
Germany X X X X X

Greece X X X X X

Iceland X X X X, except theatres X

Italy X X X X X

Latvia X X X X X
Liechtenstein X X
Lithuania X X X X X

Malta X X
Netherlands X X X X, few X
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Norway X
Poland X
Portugal X
Sovakia No schools, or theatres
Spain X
Sweden X
Turkey X
United Kingdom X
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Main categories of municipal property — 2

Country Forests | Cemeteries | Abattoirs Shopping Canals Roads Adminidrative | Public parks Other
Centres/ SVices
Markets

Albania Nurseries, disinfection
services, part of road
network

Belgium X X X X X X X X (Churches), hospitals

Bulgaria X X (Private) X X X X X Health institutions

Crodtia X

Cyprus (State) X X X X (State) X X Nurseries, homesfor the
elderly, building plots,
water supply
infrastructure

Denmark X X X X Building plots, hospitals

Estonia State, X, few X State, X X

municipal municipal or
or private private

France X X X X X Coastsfor specific use
and ports

Germany X X X X X X X X Hospitals and ports

Greece X X X X X X X X Coasts and ports

Iceland (State or (State) (Private) (Private) X (State) X X Hospitals, ports (partially)

private)

Italy X X X X X X X X Land property

Latvia X X X X X X Urban heating, hospitals

Liechtenstein X X X X X X

Lithuania X X X X X X X Urban heating network
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Netherlands X X X X Hospitals, ports, airports

Norway X X X Hospitals, ports, power
stations

Portugal X X X X Land and natural
resources

San Marino For menegement Formanegemet | The only real estate in the
ownership of “Castelli”
are historic buildings;
they will soon be
transferred to the state

Slovakia Market places | Intransition X X In small towns: water
reservoirs

Spain X X X X

Sweden X X Ports

Turkey X X X X Ports, airports,
|aboratories

United Kingdom X X Homes




CASE STUDIES CONCERNING THE MANAGEMENT OF
MUNICIPAL PROPERTY
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M ANAGEMENT OF FOREST PROPERTY IN FINLAND

1 General legidation on forestry and forest management

Towns and municipaities are regarded as private forest owners. This means that al legidation
pertinent to forestry and forest management is incorporated in the Private Forest Act. The main
principle in the Private Forest Act is that Finnish forests cannot be destroyed. Forests must be
managed systematicaly o thet the basis of forest utilisation is the principle of sustaingbility. As well
as wood production, the most important objectives of forest management are to maintain the
sugtainable development of forestry and safeguard the multiple use of forests. These principles must
a0 be respected when using forests for economic purposes. Living conditions for endangered or
rare species must aso be secured. Forests must be managed o that they maintain their vitdity. In
sugtainable foredtry, forests and forest land are managed and taken care of so that their multiplicity,
productivity, power of regeneration and vitaity are preserved. In addition, the possibility of carrying
out important ecologicd, economic and socid activities is mantained. This is how potentid
environmental damage can be avoided.

There are eleven regiona didtrict forestry boards, which come under the authority of the Ministry of
Agriculture and Forestry, and ensure the implementation of the Private Forestry Act. Other than
these, the locd forest management associations, founded by the forest owners, am to provide
professona help and to guide forest management. In Finland, the private wood industry buys wood.
The trade of forestry products is consdered as normal trade where the generd trade of legidation of
the European Union and Finland apply.

2. Kajaani
I ntroduction

Kgaani isatown with 37 000 inhabitants, located in centrd Finland. It was founded in 1651. Count
Per Brahe, representing the Swedish King, donated a large area of land to the town of Kgaani for
its future needs. This property remains the main basis of the land property of Kgaani.

The land property of Kgjaani covers an area of 108.6 kn? and water property 4.1 km?2. 17.2 km? of
thisis located in the town-planning area and conssts mainly of building Stes, Streets, rambling areaes
and other public areas. 2.1 km? has been reconditioned for pest production, 10.5 kn? has been
designated for specid use or rambling and 78.8 k2 is used for forest production. Thetota vaue of
land property and forest property amounts to FIM 800 million.

Kgaani acquires|and areas mainly indde the town planning area.
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Organisation of forest management in Kajaani

In Kgaani, the land-use unit has tota responghility for land property. The land-use unit conssts of
generd planning and town planning, land-use politics, red estate administration and forestry. A
forest engineer and six forestry professonas subordinate to him or her manage the forest unit of
Kaaani. Municipdities which have less forest area do not have a foresiry organisation of their own.
They have an agreement on foredtry and forest management with the Forest Management
Association. In this case, the Forest Management Association provides the municipdity with the
requisite expertise.

Kgaani has sysematically managed its forests for more than a hundred years. The first systematic
forest management plan was concelved in 1892. The most recent plan was drawn up this year and
the planning period will cover ten years. The forest management plan is a generd study on the
possihilities for felling and carrying out forest improvement work. It contains informeation about the
soil which has an effect on the growth of timber, information about the timber structure and an
estimate on the amount of timber and increases in this. It Ao gives recommendations on tree felling
and forestry work to be done over the next ten years.

Recently, the forest organisation of Kgaani drew up a forest management plan in collaboration with
the State Forestry Centre and the loca environmental and nature conservation organisations. It was
approved by the town board according to the procedure for genera municipa affairs. The plan
divides the forest property of Kgaani into the following land-use categories.

Table 1: Divison of Kajaani forest property in 1996

Category of land use Areaof land (in hectares)
Forest land > 1 m? 6941
Forest land with low productivity, growth > 0.1-<1m? 374
Non-productive land, growth < 0.1 m? 200
Peat bog, electric wires, gravel pits 367
Total area 7 882
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In the forest management plan, forest land is divided into the following categories depending on the
diversty of use,

Table 2: Divison of forest land into different categories depending on use of land

Use of forest land Quantity of forest land (asa Areaof land (in
per centage) hectar es)

Commercia forest 825 5723

L andscape forest 58 402

Protection forest 01 8

Recreational forest 89 619

Conservation areas based on one’s own 27 189

initiative (80 hectares are more than 100 years

old)

Total forest land 100.0 6941

Leve of productivity

Low productivity:

conservation areas based on the owner’sown initiative 374

Non-productive land:

conservation areas based on the owner’ sown initiative 200
swamp, electric wires, gravel pits etc. 367
Total 7 882

In the forest management plan, an area of 764 hectares, i.e. 9.7 per cent of the total area, has been
designated as conservation area (see above). In the forest management plan, totd standing timber in
the town areais 593 218 ms.

In addition, the number of young timber and seeding plants is about 40 439 m?. The annua growth
of timber is about 22 000 m? as planned. The forest management plan recommends an annud felling
quantity of 16 750 m?3. This means that the forest management plan has been drawn up in such a
way that annua growth far exceeds annud felling and production is about 5 000 m? yearly.

Timber sales

Kgaani and the UPM-Kymmene Oy, which owns a paper mill in Kgaani and other wood-
processing indudtries, have concluded a general agreement on timber sales to ensure timber sales
aso during downward trends. According to this agreement, the town sdlls and the UPM-Kymmene
buys the timber in accordance with the harvesting plan.
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The share of the sdes a the delivered prices is 40 per cent' and that of standing sales is 60 per
cent.? To ensure multiple use of forests, sdes a delivered prices mainly occur in recreationd forests
and in the forest industry areas they are carried out by thinning. The Finnish competition authorities
have examined the agreement and dated that it fulfils the criteria of Finnish and European Union
competition legidation.

Forest management work

Forest management work includes harrowing, making hummocks, seeding, tree planting, manage-
ment of seedling plants, improving drainage and environmenta protection. These messures are
carried out in an area of 300 hectares per year. Forest improvement work is done by the town's
own forestry organisation and machine work is carried out by private forest contractors with whom
the Forestry depatment concludes norma agreements. The implementation of the forest
management plan is annually supervised by the closing of the accounts and the annual report. These
measures taken are carefully written down in the follow-up charts.

Economic data on forestry and itsimportance in Kajaani

Kgaani receives FIM 3 million a year by sdling forestry products. The vaue may vary a little
depending on the market price. The forest management costs in Kgaani are about FIM 5 million.
This means that the net income from forestry is about FIM 1.5 million per annum. The budgeted
income of Kgaani was FIM 927 million in 1994, FIM 893 million in 1995 and FIM 930 millionin
1996. In addition to the financid impact, forest property plays a centra role when planning hiking
routes and ski tracks and, in the future, it will be of central importance as a stock of planned area.

Peat production

Kgaani and its wood processng indudry, i.e. the UPM-Kymmene Oy jointly own a peat power
plant. It produces eectricity and steam for paper production and provides heating for the town.
Therefore Kgaani has acquired areas suitable for peat production among which 222 hectares have
been reconditioned for peat production. The forestry unit is aso responsble for the town's pesat
production.

Kgaani organised its peat production by concluding a pesat production contract with a private
company cdled Vapo Oy. Vapo Oy is assigned to Ift the peat and transfer it to the peat power
plant. The price of peat depends on the price of cod. The price that the peat power plant pays
Kgaani depends on the energy content of the delivered peat. Correspondingly, Kgaani pays the
Vap Oy a price which depends on the energy content of lifted and delivered pest. The town’s own
organisation is responsble for supervising the contracts. At present, Kgaani receives a net income
of FIM 0.5 million from its peat production.

1 Sale at delivered price means that the town’s own forest organisation has the trees felled using
manpower and has a contractor transport them to the roadside where the buyer collects them.

2  Standing sale meansthat the buyer harvests the treeswith machinesin the forest.
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3. Somero
I ntroduction
The town of Somero liesin south-west Finland, in the province of Turku and Pori.

Population: approximately 10 000;
Areatown covers. 669 kn;
Water area: 37 km?;

Field area approximately 270 km?;
Forest area: 362 km?;

Totd budget: FIM 200 million.

Organising the forest economy in Somero

Two forest management associations are active within Somero. From these associations, the town
buys the services needed for siviculture, felling sales and the planning of itsforest aress.

Forest management associations and their executive managers are in charge of slviculture.

Decisons on the use of forests are made by the town board, assisted by the forest management
committee set up by the town board. The foret management committee works in close co-
operation with the forest management associations. The committee prepares the decisons for the
town board and supervises the implementation of the decisons made by them. The services bought
by the town from the forest management associaions provide employment for three people per
year.

A forest economy plan is drawn up for a ten-year period. The present plan will expirein 1998, and
then a new forest plan will be drawn up covering the next ten years and a long-term forest economy
development plan covering the next twenty to thirty years.

Table 3: Division of forest land into different land-use categoriesin the town of Somero

Forest land-use category Areaof land (in hectares)
Forest land, growth > 1 m? 1648
Forest land with low productivity, growth > 0.1-1 m? 30
Non-productive land 37
Total 1714
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Table 4: Typesof forest in Somero

Category of forest Area (in hectares)
Groves and grovelike forest soil 177
Fresh forest soil 654
Dryish forest soil 493
Dry and infertile soil 69
Spruce swamp 156
Pine swamp 99
Total forest land 1648

The totd volume of timber is 183 000 m? and the average amount of standing timber is 111 m?2 per
hectare.

Timber sales

According to the feling plan, 7 300 m? of timber is to be sold annualy. There are seven timber
delivery companies in the town. These companies make quotations for the timber to be sold
according to the felling plan. The town board makes sale decisions based on these quotations.

Economic data on forestry

Income from the forest economy amounted to FIM 1 774 921 in 1995 and the expenses amounted
to FIM 985 925. A poditive net income from forestry of FIM 786 996 was obtained.

The codt items are illustrated in the gppendix, which shows the final accounts for the last three years.

A postive result is usudly used to cover the cost expenditure or investment costs in the budget. A
theoretical negative result is aso covered by the cost expenditure of the budget.



Agricultural farms and woodland estates

Table 5: Expenditure and income

Expenditure 1993 (FIM) 199 (FIM) 1995 (sFIM)
Meeting fees 2760 1845 -
Wages paid by hour and by piece 543135 296 821 344 340
Wages 545 895 298 666 344 340
Social security charges 25465 16672 35585
Old age pension insurance premiums 32059 20468 47 066
Social insurance premiums 57524 37140 82 651
Clothing - - 1093
Material purchases - - 1093
Mailing & telecommunication - - 270
Insurance 36 626 32940 25156
Building maintenance & environment - 80493 168 275
Travel expenses 13412 12077 21554
Other services 282454 347036 340871
Purchases of other services 332504 472 546 556 126
Indirect taxes - 1204

Direct taxes 39152 32140 1315
Taxes 39152 334 1315
Forest truck road 2812 7580 400
Other expenses 22812 7580 400
Total expenditure 997 887 849 276 985 925
Income

Income from forest sales 1644 306 1560495 1774921
Other income 1467 - -
Total income 1645773 1560 495 1774996
Net income 647 886 711219 788 996
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M ANAGEMENT OF MUNICIPAL HOUSING IN GERMANY

1 Hattingen
Brief overview of applicable legidation
Distinction between private and public law

A badic diginction is made between private and public law. Even if concluded by aloca authority,
tenancy agreements fal under the scope of private law, the main features of which are regulated by
the German Civil Code (BGB).

Public law gpplies only to specid legd rdaionships, eg. the confiscation of living space by the
adminidrative sarvices in charge of regulation and public order (Ordnungsamt) to avoid
homeessness or the alocation of officid resdences to holders of specific posts. These cases are
based on specid statutory provisons such as the German Act on Administrative Services in charge
of regulation and public order (OBG) or the German Ordinance on Officid Residences (DWVO).
No closer reference will be made in this context to these exceptions.

Sources of private law

As specified above, the legal relationships between private persons (and local authorities are dso
generdly viewed as such when they operate as entities under private law) are basicaly subject to the
provisons of the German Civil Code (BGB).

However, the provisions contained in the German Civil Code have lost much of ther Sgnificance in
practice. This is becausg, firdly, the provisons pertaining to the law of debts in the German Civil
Code are not obligatory, (i.e. they can be amended by contractual agreement) and, secondly, the
legidator has intervened in the housing market through regulation in order to compensate for the
imbalance of power between owner and tenant.

Examples of this are the New Building Rent Ordinance and the Act on Fixing of Rent Levels,
Specid regulaions dso additionaly agpply to government asssted housing. These reguletions relate
to the entitlement to occupy as well as the cdculation of the so-called cost-covering rent (Second
Cdculation Ordinance).

The datutory provisons are supplemented by supreme court decisons which fill gaps in legidation
and virtually assume the character of an act, at least in their externd effect.

Standardised agreements/clauses
Standardised agreements assume great importance in adminigtrative practice. These are usudly

developed and issued by associations of landlords and adjusted to amendments in the laws and
jurisdiction on aregular basis.
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It is not possible to provide a conclusve rendition of the statutory provisions gpplicable to renta
agreements within the scope of this presentation owing to the complex nature of the subject matter.

Analyss of the management of municipal rental housng

Analysis of existing housing stock

Hattingen’ s total housing stock

No exact detals on the sructure of al housing in the municipa area of Hattingen are available.
However, the Regiond Office for Data Processng and Statistics does collect gopropriate details
and publishes these on a regular bass. The following figures have been derived from the latest
available gatistics (status: 31 December 1992).

Table 1. Breakdown of the municipality of Hattingen’s stock of flats

Sizeof flat Number of flats
1room 302
2rooms 1277
3rooms 6 386
4 rooms 10074
5rooms 4433
6 rooms 1739
7 rooms or more 1308

Thetotal number of flats in the municipa areaof Hattingen is 25 519.

Statigtics on the equipment or the age of the individud flats are not available.

Structure of the housing stock owned by the municipality of Hattingen

The municipdity of Haitingen rents out a total of 295 flats for resdentiad purposes. Of these flats,
127 were built before 1948 (old buildings) and 168 after 1948 (new buildings). The mgority of the
flats have a bathroomyWC (257 flats) and double glazing (248 flats).

Organisational methods for the management of rental housing stock

The town's land office is respongble for the management of municipd housng. Many loca
authorities are giving or have given condderation to transferring management of the housing stock to
the private sector or sdlling it.

These congderations usudly arise under the growing pressure of costs facing public adminigtrations
and thus the local authorities.
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A didtinction is made in this context between privatisation under adjective law and privatisation
under substantive law. Privatisation under adjective law is understood to be the establishment of an
enterprise organised under private law in the form of a company with limited liability, for example, or
a public limited company which, however, remains whally or predominantly under the ownership of
the municipdlity.

Reference is made to privatisation under substantive law when the municipdity, in this case the loca
authority freesitsdf entirdy from the respongbility, in this case the provision of housing, i.e. sdisthe
entire housing stock.

In 1991 the municipdity of Hattingen considered privatiang its housing stock or trandferring its
management to a housing management company. However, after detalled scrutiny it came to the
conclusion that it would be better, both for economic reasons and in view of the objective being
followed, to continue to manage the housing itsdf in future.

Breakdown of income and expenditure resulting from property management

Income and expenditure pertaining to the municipa housing stock are shown in the municipa budget.
The income (primarily from rent) for the year 1994, cameto atotd of DM 1 061 162.13.

Table 2: Expenditure pertaining to municipal housing stock for 1994

Forms of expenditure Expenditurein DM
Personnel costs 67200
Material costs 231075
Building maintenance 165 807
Management costs 99873
Court costs 1855
Administrative cost contributions 150 363
Gardening expenses 49752
Depreciation 51755
Interest on investment capital 242 781

There is a surplus of approximately DM 180 000 which is used to cover general budgetary
requirements.

Responsibilities of municipal property management
The flow of resdtlers from eastern Europe and socid developments (a rise in the number of
households with one person only, high birth years) has meant that there has been a deficit on the

housing market for some years.

Socially problematic home-seekers or those who have great difficulty in finding a home for other
reasons (e.g. many children) encounter great housing problems in this situation.
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The municipdity is trying to ease this Stuation by attaching particular importance to social aspects
when dlocating municipa housing. Families threstened with homelessness, sngle parents and
amilaly disadvantaged persons are therefore given preferentia trestment in the dlocation of
municipa housng.

In this context specid importance is attached to providing housing for the homeless. Some of the
municipa housing stock is reserved for these individuas. The socid wefare office is respongble for
dlocating these homes and then assumes the function of the adminidrative saervice in charge of
regulation and public order.

Problems of municipal property management

Socid aspects which are given specia congderation in the adlocation of housing lead in some cases
to tenson which places specia demands on the municipa property adminigtration.

Homdess people who are housed in individud flats in “normd” resdentid buildings in order to
promote their reintegration into society, resettlers from a broad variety of east European countries
and large families may raise specific problems. This Stuation has led to disadvantages on the housing
market for these groups of tenants, which require considerably more intensve support and more
frequent intervention, e.g. with regard to observing house rules.

2. Bonn

The municipalities organise the management of municipa property within the framework of loca sdf-
government. In Bonn, the principle which is gtill gpplicable is that the land and building property is
managed according to that used by the municipa offices, i.e the offices of the municipa
adminigtration manage the buildings and the land which they use. The principd office thus manages
al public adminigrative buildings, the schools office al schools, the cultura office dl culturd
indtitutions, the green spaces office dl public parks and asmilar areas, and so on.

Within this organisationa structure, the land office (Liegenschaftsant) is answerable to the financid
adminigration department and is responsible for the management of municipa property which is not
used by the individud municipd offices

Thisincludes 780 buildings contaning:

- 2 800 flats (870 socid wdfare flats and 1930 flats in old buildings):
- 260 commercid businessesincluding municipa caterers;

- 120 club and association rooms,

— 70 municipa establishments of a varied nature.

(Thereisatota of 260 000 m? useful available space).
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This aso includes approximately 2 900 plots of land of which:

- 850 are used by farmers and individua alotment gardeners,

- 1 000 are used by twenty alotment gardener associations,

- 200 are used commercidly;

- 850 have been placed at the disposal of home-builders with hereditary building rights.

In addition, severa foundation premises are managed by the municipdity and are subject to specid
laws in accordance with their purpose.

Sixteen trained adminidrative clerks work in the office for land property (including five examined
technicd employeesin the main building trades).

Table 3: Financial stuation of municipal housing

Expenditure Amount in DM
Personnel and workplace expenses 1870000
Building maintenance expenses 4000000
Building modernisation expenses 6000000
Operating and energy expenses 5800 000
Total expenditure 17670 000
Income

Rental income 24000 000

The current surplus of DM 6 330 000 is used to cover the cost of other obligations of the
municipdity of Bonn.

The housing condtruction activity of the municipdities has only assumed a peripherd role in satiffying
acute demand, with the housing sector primarily left to private initiatives including non profit housing
associations and sdlf-help through housing co-operatives. This continues to be the case.

Municipd housing congtruction assumed importance after the second world war when it was
necessary to build housing quickly and inexpengvely with the aid of emergency plans in the wake of
extensive destruction of the housing stock. With the onset of economic recovery in the Federd

Republic of Germany, private housing congruction initiatives were revived and municipa assistance
in the foom of municpa housng condruction increesingly diminished until it was completely
discontinued at the end of the 1950s and emphasis was placed on providing financid assistance to
private housing projects. For this reason larger municipdities such as Bonn have a rdatively high
level of housing stock even today.

Municipalities manage their property as entities under private law. In al decisons and contractua
matters they act as any other private property owner and are bound by the laws contained in the
German Civil Code. The legidation on renting and leasing aso has a number of requirements ranging
from the law on the levd of rent (stating when rent and operating expenses may be increased) to the
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second caculation ordinance (calculation pertaining to the housing sector). Reference is made here
to the collection of works on renting and leasing legidation published by C. H. Beck. This collection
aso contains a specimen rental agreement which was drawn up with the co-operation of the Federa
Minigtry for Justice and which has standardised contractua clauses on rights and duties of owner
and tenant.

Municipad housing policy is not limited to the cregtion of new living space or assgtance in the
cregtion of new housng. Municipdities are dso obliged to ensure an extensve supply of housing.
The municipa housing sector has proved to be an indispensable instrument of socia policy in view of
the fact that there is grest demand for inexpensve housing from low wage earners, which is
continuing with the current high rate of unemployment, and with the influx of foreigners. Municipa
housing adminigtration and the dlocation of homes can dso be conceived as targeted intervention in
order to avoid the crestion of undesirable ghettos and new focal points of socid unrest.

The direct adminigration of municipd homes by municipd offices naturdly provides the
municipdities with the best opportunity to influence the sdection of tenants, to dructure the
contractud relationship and the rents and to offer financia support to tenants. In accordance with the
duty incumbent upon the municipdities to primarily provide living pace to socidly needy citizens,
problem cases, who cannot be helped by financia assistance alone or who have a particularly urgent
housing need, are particularly digible for municipa housng.

The municipdities can then take the action they consider necessary to supply housing in accordance
with the exising demand, to structure rental agreements as required, alocate homes or make a
Quitable tenant selection, influence the level of rent and take the requisite action for housing stock
adminigtration and maintenance.

The supply of appropriate housing to socidly problematica tenants a an acceptable level of rent
requires sengtivity and circumspection in order to avoid tenson between individuals and differences
between communities. When dlocating homes, a mgor digtinction must be made between home-
seekers who face difficult Stuations for which they are not responsible, as aresult of along period of
unemployment, coupled with financid and possibly psychologica problems, and those who have
problems because of their socid inadaptability. The ederly who live without the support of family
members and have only a modest income may aso be dependent on inexpensive homes. These are
only afew examples of the intervention of the municipal housing adminigtration in co-operation with
the remaining individud socid welfare offices. The list could be continued with the problems of single
mothers or large families who need to rent suitable living space.

Every municipdity regulates these requirements by means of fundamental decisons taken by the
municipa bodies. The following decisions have been taken for the municipdity of Bonn:

- regulation of the town mayor which lays down the competencies and co-operation of the
housing office (selection and naming of tenants) and the municipa land office (management
of housing, contractua formdities with the tenants) (see Note 1);

- basc council decison that the rents for homes in the areas in which predominantly large
families and ederly people live must be orientated to the lower level of usua comparable
rentsin the areg;
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- decison by the principal committee on priority levels in the alocation of homes (see Note
2);

- council decison on the socidly compatible raisng of rents for homes which are no longer
subject to rent restrictions and thus to the cost-covering rent (see Note 3);

- council decison to modernise municipal homes as inexpensvely as possble so that low
wage earners will till be able to afford these homes (see Note 4).

Municipa offices are expected to have specid kills in dedling with these people and in selecting an
appropriate home and suitable socia surroundings for them so as to avoid any later tensons in the
living environment. Municipal housing management does not only entail the mere dlocation of homes
and the regulation of associated questions under landlord/tenant legidation, but is aso extended to
include attempts to re-integrate socid cases.

Thiswork is performed by specid municipa offices. It dso requires specidly trained socid workers,
who regularly provide assstance to such persons in coping with smple matters of everyday life, for
example, through home vidts. They ensure basic financid security and decent living space. Municipd
employees are expected to have persuasive interpersond skills. Admittedly, these efforts are not
aways successful, but they are often the only way to show the path which many then do follow.

The implementation of decisons on municipd housing entalls alarger amount of adminigtrative work
and more expenses than in the private housing sector. On the one hand, this is the result of the
intensive support required for the numerous problem cases and on the other, the result of the
unfortunately indisputable fact that socid dropouts do not handle homes dlocated to them with the
requisite care. The expenses involved in renovating damaged housing is therefore disproportionately
high. The municipdity nevertheess faces these problems in the knowledge that an improvement in
the living conditions of these individuas also depends on a financidly secure persond environment.
The dternative to this problem would be the gtrict gpplication of tenant obligations on the basis of
landlord and tenant legidation, which could lead to homeessness and thus to even more serious
socid consequences, and is something which must be avoided.

The magor proportion of municipa housing originates from the time of the mogt serious housing
shortage. The buildings were congtructed then using the smplest means; heeting systems, bathrooms,
thermic insulation were not condtituent eements of socid welfare housing in the 1950s. The low
rents and the lump sum for maintenance and repair contained therein do not cover the expenses of
these resdentid buildings. The rent regtrictions placed on the buildings are dowly being lifted and a
process of reorientation is currently taking place which is geared to modernising this type of housing
whilst keeping the rent level within an economically acceptable framework. This alows the socid
groups described above to rent living space with the aid of state assstance under gppropriate
conditions.

The municipaity of Bonn embarked upon a programme of modernisation of its housing stock in the
early 1980s. The programme has been systematically continued. With a stock of 2 800 homes, a
tota of DM 10 million per year is now earmarked for building maintenance and measures for the
modernisation of houdng in the municipa budget. This figure was smdler a the beginning but has
been at thisleve for the past Sx years.
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Legidation permits rents to be increased by 11 per cent of the expenses of modernisation &fter the
implementation of measures for modernisation. The municipdities are aso bound by budgetary law
to make use of the possihility of rental increase within acceptable limits. The rent levied on housing
financed by public funds is calculated according to an economic efficiency andysis to cover codts,
whilst the rent levied on privately funded housing is geared to comparable rentsin the vicinity, i.e. in
accordance with a representative list of rents which is constantly adjusted to developments in the
rented housing market.

The regulations which gpply to rent determination cannot, however, be assarted in socidly difficult
cases. This is why municipdities aways try to take a middle peth for their own housing stock in
order to raise rents within an acceptable framework which complies with dl socid aspects whilst
taking budgetary law into due condderation.

As dready mentioned, rent restrictions are dowly coming to an end for many of the homes built after
the war. As a reault, the stock of privatdy financed housing and the homes available for rent on the
housing market are increasing to an equd extent. In addition, large municipdities usudly have alarge
gock of old buildings, deting back to the turn of the century or earlier, which have been purchased
during the course of time by municipdities as part of along-term urban development policy in order
to have appropriate land available for new and varied projects.

A change has snce come about in the evauation of old building stock. Vaduable old building stock is
increasingly being kept for its origind purposes. Living in the inner cities is becoming more aitractive
again; the houses, often listed buildings, and the stylish face of many dreets are being maintained.
Agang this background municipdities have therefore been motivated to modernise the old building
gock in their possesson and offer the buildings for rent to potentid tenants. Homes of this nature
usudly have a larger living space and a different layout. Since these homes are often located in
atractive inner city Stuations and apped to a large number of potentia tenants when modernised,
the socid criteria of housng management described above can only be applied if they are
economically acceptable and proportionate to the investment made for building modernisation. This
housing is therefore rented out under norma market conditions to persons who are prepared to take
care of this vauable stock and where the municipality has a particular interest in offering living space,
eg. to atigsor scientids.

The entire process of building maintenance and modernisation is planned and implemented by the
land office in accordance with the guiddines on auctions. Since some DM 10 million is earmarked
every year in the municipa budget for these measures, a pleasing sde-effect for the locd artisan
tradesisthat they are required to professondly refurbish and repair the buildings.

As far as the current Stuation is concerned, it can be said that the housing Situation continues to be
drained since the supply of inexpensive living space is decreasng as demand increases. But the
municipdities can merely use their housing stock selectively to ease problems arisng localy. The
municipdities are confronted with the housing problems of the unemployed and low income sector,
of large households and particularly with the supply of housing to ederly people who require
adapted living space. The municipdity of Bonn is atempting to find solutions for these cases from
the available municipa housing stock.
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NOTE 1

Responsibility for the allocation of housing

1. Respongihilities for housing issues were laid down in the order dated 3 March 1978;

accordingly, the dlocation of municipa housing (with the exception of officia residences) and homes
for which the municipdity has a right to nominate tenants, is the exclusve responshility of the
housing office

2. To supplement the above-mentioned order, the following regulations have dso been laid
down:

2.1. Office 64 recaives natification of dl municipd homes — with the exception of officid
residences — which are designated without restriction for alocation.

2.2. Offices 23 and 64 must agree upon a mutualy acceptable regulation in respect of dl
privately financed homes if it is necessary to transfer tenants as aresult of municipa projects or if the
homes are used in the public interest.

2.3.  The tenant dructure is to be taken into consderation in Al activities associated with the
dlocation of housing.

2.4. Office 23 will continue to notify office 64 of dl homes — with the exception of officid
residences — managed by office 23 and becoming available in a housing stock lit, updated on a
monthly bass, which shows both the time the home became free and the completion date for repair
and modernisation work.

25. Should office 64 be unable to arrange tenants for municipa homes within a period of Sx
weeks, for example because of excessvely high rents, office 64 shal notify office 23 of itswaiving of
its right to name tenants o that the latter can offer the homes on the free market in order to avoid
loss of rent.
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NOTE 2

Programme

The am of this programme is to move from a passive towards an active arrangement of housing with
priority given to lving urgent housing cases correctly and in good time. The use of the housing
gock is to be optimised by a more intensve, and thus more sdective and precise matching of
exiging homes with demand and vice ver sa.

At the same time, empty homes and incorrect alocations are to be reduced or a least a further
increase in the levd of empty homes and incorrect dlocations is to be prevented, eg. through
housing exchanges.

Procedure

The dasdfication into priority levels lays down the order of priority in the arrangement of housing.
Only three priority levels have been chosen for reasons of smplicity:

Priority level 1

1. Absence of own home for:

- young married couples or angle pregnant women;
- large families /angle parents;

- sngle dderly people;

- people with severe disabilities.

2. Inadequate living space or unacceptable living conditions (e.g. no bathroom, inadequate
lighting and ventilation, stove heating etc.) for the same groups of persons specified above.

3. Familiesliving in shdtersfor the homeless looked after and proposed by the socid services.
4, Ditto — eviction cases for whom housing can be arranged.

5. I nhabitants of women's hogtels.

6. People with severe disabilities, in whedcharsin particular.

7. Restlersliving in trangtiond hogtels.

8. Persons of no fixed abode.
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Priority level 2

1 Other medica reasons certified by a medica certificate (e.g. ground-floor flats or lifts in
building necessary, €tc.).

2. Effective termination of lease by landlord.

3. Persons affected by refurbishment measures.

4, Reunification of families (particularly to ensure care of family members).
Priority level 3

1 Cases of divorce.

2. Adults living with parents without aroom of their own.

3. Distance to schoal too far.

4. Digtance to work too far.

5. Poor shopping facilities.

6. Difficulties with neighbours or landlords.

7. Miscdlaneous reasons which cannot be classfied and which are therefore rather to be
attributable to the persond wishes of the flat- seeker.

Foreigners are not given their own priority level since, in accordance with the law on ensuring the
correct use of socid welfare housing, they are given the same trestment as German home seekers.

The exising home-seeker card index is being systematically updated according to these priority
levels and the sequence of priority processing is being observed. Over and above the activity of
aranging housing, the genera socid services are adso required to support each case from the
scrutiny of current living crcumstances to the creation of the necessary contacts to the
landlord/housing company. This includes comprehensive advice, sarting with the period of notice for
the old home through to housing grants and hardship alowances for the new home.

This comprehensive support of a particular case dso incudes the application of the existing
instruments, such as the basc plan to avoid and diminate homeessness, the completion of the
skeleton agreement to be made with the Bonner Wohnungsbau AG aswell as the intensfication of
contacts to charity associationsin al housng matters.

This dso includes the organisation of housing exchanges and transfers which are tried and tested
means of solving problem cases and instruments to prevent incorrect housing alocations.

A computer-supported procedure for the more selective and precise matching of existing housing to
demand and vice versa is a0 to be developed. A file of dl state-asssted housng is currently in
preparation and provides a good starting point here.
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A lump sum grant for removal and other associated expenses of DM 3 000 is awarded to those
cases which at least fall under priority leve 1 and for whom no other solution is possible following a
detailed scrutiny which includes making use of other financid assstance.

To qudify for this grant, cases must not only fal under priority level 1 but must also be accompanied
by specid accommodation difficulties which are to be observed through dl socid groups and which
are essentidly atributable to the financid background or the known socia behaviour. All other
socid groups with specid difficulties are traditiond targets of socid wdfare housing congtruction and
are therefore not associated with any particular difficulties in the arrangement of housing.

In an effort to increase incentive, the granting of this removal expenses assstance does not require
proof of expenses.

At the same time, the landlord who is willing to accept such problem cases can be assured a rent
guarantee for 9x months as a deficiency guarantee.

Support covering a period of at least one year is to be provided by the general social services or a
charity association working in the respective area.

As a supplementary part of this programme, the remova expenses guiddines are to be adjusted
appropriately to the requirements of this programme, i.e. guiddines which have hitherto been amed
exclusvely at making inexpensve homes avallable, are in future to offer incentives to make available
conveniently Stuated homes which are often in demand in good housing estates and to offer
incentives for the sengble exchange of homes as well as the financid assistance dready described to
solve problem cases.

In dl home dlocation measures the maintenance or improvement of the tenant sructure in the
housing edtates is to be given due congderation.
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NOTE 3

Decision proposal

The rents of dl municipa homes for which the rent restriction ruling expires as from 1 January 1996
and 1 January 1998 are to be adjusted in accordance with paragraph 2 of the law on the regulation
of rent leve.

The average locd rent level caculated in accordance with the Bonn rent reference list according to
location, gppointment, year of congtruction and size should not be exceeded. The adminigration isto
present the Committee for Economic Promotion and Landed Property with a report on the
development of the rents of municipad homes before any further rental increases are made following
the statutory period of three years even if the rent level usud in the vicinity in accordance with the
Bonn list of reference rents has not yet been reached.

In so far as an increase in the rents of socid housing leads to arise of 30 per cent, rental adjustment
of 15 per cent shall first be made, followed by a further 15 per cent one and ahdf yearslater. This
ruling shdl not apply to homes for which an incorrect occupation charge has had to be paid.
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NOTE 4

Subject matter of the petition

Messures for the modernisation of municipal housng must be implemented as cautioudy and as
cost-effectively as possble to ensure that they remain accessible to persons specified in paragraph
25 of the second housing congtruction law.

Reasons

As has been the case in the past, housing managed by the land office is to continue to be subject to
the alocation rights of the housing office. At the same time, the homes dlocated by the housing office
should be able to house the recipients of income support.

According to the municipdity’s currently gpplicable guiddines, only homes which have acceptable
levels of rent may be rented out to the recipients of income support with the permisson of the socid
welfare office. Measures for the modernisation of municipa housing stock should not therefore
cause these rents to be exceeded since otherwise the smdl amount of housing stock to which the
municipdity has recourse, will become even smdler. According to an andyss of the housng market,
the percentage of alocable homes is gpproximately 11 per cent, whilst the regional average is
approximatdy 20 per cent. It must dso be assumed that it is those people in the low and middle-
income bracket who will suffer the negative aspects of the generd trend in the housing market. This
iswhy it isdl the more important to maintain the alocable stock.

At the council mesting, the above petition was referred to the Committee for Economic Promotion
and Land Property for the purposes of deliberation.

Comments of the administration on the council meeting of 29 February 1996

The Housing Office has dways been natified of dl 2 850 municipd homes managed by the land
office for purposes of dlocation. The right to dlocation is exercised on the basis of priority levels
decided on by the principa committee on 30 April 1986 in accordance with the programme for the
improvement of the housing Situation.

The dlocation of municipad homes by the Housing Office covers both the existing 845 socid flats
and the remaining flats in old buildings which were never or are no longer subject to rent restrictions.
Municpa officid resdences and homes for which the housing office has been unable to arrange
tenants within an gppropriate period of time are exempt from this ruling so that lengthy periods of
empty housing which can be rented and thus the associated loss of rent is avoided. The Land Office
aso views the provison of gppropriate and inexpensive living space for home seekers with low
family incomes to be an essentia condituent of municipa housing policy. A wide supply of
inexpensive housing must be maintained.
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The level of rent is established in accordance with the following criteria every time a home is
alocated:

- in the case of al socid housing, the cost-covering rent isfar below the comparable rent level
in the surrounding areain accordance with Bonn’s list of reference rents;

- in respect of the 437 flats no longer subject to rent restrictions as from 1 January 1996, the
council of Bonn has resolved a socidly-acceptable rent regime which ensures that these
levels of rent continue to be below the comparable rents in the surrounding area and which
are dso below the rates set by the Welfare Office for the granting of accommodation costs
to recipients of income support;

— in respect of municipd flats in old buildings, rents are based on the council decision of 29
October 1981 according to which these rents basicaly correspond to the pertinent rents
gpecified in Bonn's list of reference rents for comparable homes and must be orientated to
the lower level of comparable rents in resdentid areas in which predominantly large families
and dderly persons live. This means that the mgority of municipd flats in old buildings have
levels of rent which are gill below the rates recognised by the welfare office as acceptable
accommodation costs;

- the munidpdity dso owns a few vduable old resdentia buildings which have been
completely modernised in recent years. The refurbishment of these houses has been more
cogily than for that of comparable buildings which were congtructed after 1948. Caculations
are made by the Land Office to determine rents for such buildings in order to decide how
high the rents must be to cover the ordinary maintenance codts, the fictitious interest, the
depreciaion and the management costs without burdening the municipal budget. These
homes are generaly let rent a between DM 11 and DM 14 per square metre. According to
Bonn's ligt of representative rents, this leve is dill within the average range of acceptable
levels of rent.

The homes specified here — only afew in comparison with the total stock — are basically not suitable
for income support recipients. It should be remembered that in the current period of sructura

change, the municipdity of Bonn must aso make an effort to take into account the demands for
adequate living space of employees of inditutions and authorities wishing to locate in Bonn. These
requests are becoming more frequent and should be taken into condderation even if this is only
possibleto avery limited extent.

To sum up, it can be said that al the possible ways of establishing appropriate and above al socidly
acceptable rents for the municipa housing stock have been exploited. Only in the case of homes
whose modernisation has required subgtantid investment should the criteria of economic
acceptability and budget- conformity be consdered.

The cautious and cogt- effective modernisation of occupied municipa housing isimplemented only in
agreement with the tenants after consideration of the work which can be acceptably be performed
by the tenants and after clarification of the rent payable following modernisation. With regard to the
modernisation of empty homes which temporarily cannot be rented out owing to their unacceptable
gandard, the land office is a pains to create a standard of living which isin line with contemporary
dandards whilst a the same time making use of al cost-saving instruments. Adequate sanitary
fadilities, environmentaly compatible heating and energy-saving heet insulation are a must even in
inexpensive rented housing.

As these measures for modernisation are taken into account when caculating cost- covering rents of
socid housing, and as the pertinent local rent leve as specified in Bonn'slist of reference rentsis not
exceeded for homes which are not subject to rent restrictions, these homes can dso be rented by
people who belong to the group specified in paragraph 25 of the second housing construction law.
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M ANAGEMENT OF MUNICIPAL PROPERTY WHICH CAN BE SOLD OR RENTED OUT FOR BUSINESS
ACTIVITIESIN THE NETHERLANDS

1 Tilburg
General

On 1 July 1996 the municipality of Tilburg had 164 190 inhabitants and a surface area of some 8
000 hectares, of which dmost one third was urban. At this point in time the municipaity owned
buildings covering an area of gpproximately 190 000 n? (gross floor area) and some 450 hectares
of land, the mgority of which was used for agriculturd purposes.

Organisation

The Public Works Department of the municipd organisation has a Land and Building Affairs
department. This section has two functions. Firg of dl, commercid exploitation of the land: that is,
the acquisition and development of land within the municipaity for resdentia and indudtrid purposes
and the building of fadilities. This function dso incdludes management of premises and Sites that are
owned by the municipdity, but which have not yet been developed. The second function is the
commercid explaitation of buildings, including, building, maintaining and managing buildings that are
usad by the municipdity. Thisincludes dl kinds of buildings such as schools, neighbourhood centres,
swimming pools and sports hals as well as the concert hal and thegtre.

A more generd organisationd philosophy within the municipdity of Tilburg is that the municipaity
should only perform those tasks that cannot be contracted out. As far as the management of
municipa property is concerned, this means that the planning and administration are performed by
the above-mentioned department itself. The work includes such disparate activities as drawing up
and monitoring maintenance schedules, concluding and managing magor insurance contracts, |etting
buildings that are temporarily vacant and arranging for the preparation of a planting plan for land that
has not yet been developed. Approximately four Saff (expressed in full-time equivadents— FTES) are
to alarge extent, permanently involved in the commercia exploitation of land and buildings. Mogt of
them have qudificationsin structural engineering at MBO (senior secondary vocationd education) or
a HBO leve (higher vocationa education).

All other activities are contracted out. Usudly this is done by means of a procurement procedure
through which a number of pre-selected firms can submit tenders.

For example, genera specifications are drawn up by the saff of the Building Section for the painting
work which hasto be carried out as maintenance in a current budget year.

To ensure that firms cannot make price agreements among themsalves, the specifications are sent in
phases to varying firmsin Tilburg and the surrounding area & arbitrary times, and the firms are given
ardatively short period of time in which to bid. Larger projects are awarded on the basis of a full-
scale public competitive tendering procedure in accordance with European Union directives.
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Management of municipal property: procedure and problems

The buildings of the municipdity are bought and let to dl kinds of socid inditutions on the
ingructions of the municipa council. Needless to say, the municipdity in paticular has a duty as
property owner to conclude good tenancy agreements and carry out thorough maintenance and
management. Use of the buildings is generdly fixed because it is clear for what purpose they will be
used by the tenant. Municipa buildings are, in principle, not let to tenants wishing to practice
commercid activities in them. The only exception which is sometimes made is when pat of a
building is temporarily let, with prior gpprova of the municipa council, to a hedth care indtitution or
family doctor. In this Situation too, the municipaity acts as a good owner/manager in accordance
with Dutch law, with al the expenses and duties which this entalls.

Use of the building is regulated by means of aloca plan (bestemmingsplan) and, when necessary,
by means of extra provisonsin whet isin other respects a norma tenancy agreement. If abuilding is
no longer of use to the municipdity and the inditutions connected with it, it is sold. Asarule, thisis
arranged by means of a public auction with a tendering procedure. The minimum price is that of a
vauation checked by independent experts. The decisive factors in the vauation are above al what
the building will be alowed to be usad for in the future in rlation to its usability and maintenance
condition. The municipality is required to approve each individud transaction.

The agricultural land owned by the municipdity is farmed by a private firm. Each year this firm
submits a quotation together with a planting plan and an estimate of the expected income and
expenditure. If the municipality accepts the quotation (this is a matter for the officids), the firm
caries out dl the rdated work and reports on the actua income and expenditure. The municipaity
carries out random checks by arranging for another firm to submit a quotation at the same time or by
obtaining a second opinion in respect of parts of the work. The woods that are owned by the
municipality are maintained by the employees of a sheltered workshop.

In addition to the usual procedure described above, there are circumstances in which buildings and
the related land remain vacant for anything from a few months to two years. This happens, for
example, with dwellings on agriculturd land which is bought by the municipdity for the purpose of
resdentid development. After the farmer has left, some time may dapse before a sart is made
preparing the land for building work. Another example is a school building that stands vacant
because it is surplus to requirements and no dternative use has yet been found for it. In Stuations of
this kind too, the municipdity does nat, in principle, let buildings for commercid activities.

If thereisalikelihood that larger buildings may become temporarily vacant, the municipdity (through
its locd government officids) makes use of the sarvices of a specidised firm. A legdly tested

agreement is concluded with this firm for each building. The firm ensures, againgt payment, that there
is a rdiable 24-hour presence in the building, but vacates the building immediatdy if the municipaity
0 reguests. The municipdity ensures that the building is habitable. Information was recently
requested from a firm that offers comparable services. Although this firm is admittedly cheaper, it
takes less care of the actud occupants. In view of its socid respongbility, the municipaity considers
that it should take account of this aspect of temporary letting too and will therefore continue to work
with its existing partner. Dwellings which are temporarily empty pending redevelopment are generdly
dtill fully capable of being used. These buildings are contractualy let for alow rent to individuals who
are expresdy looking for temporary accommodation. In this case the municipaity has the norma

duties of an owner, but can obtain possesson of the dwelling whenever it wishes.
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I ncome and expenditure

The letting of both buildings and land is exceptiona within the municipa budget because these are
closed forms of commercid operation. In the case of buildings, a gatement of the income and
expenditure in the past year is prepared. Any profit or loss is then credited or debited, as the case
may be, to an equalisation reserve. Only when the amount of the profit or loss differs by a substantia
amount from a standard figure is money credited to the generd funds or, as the case may be, pad
into the equaisation reserve. The decison on this is taken by the municipd council. It should be
noted that the costs of dwellings which are not let are rdatively low in comparison with the costs of
buildingsthet are |et.

An annud stlatement on income and expenditure in connection with the commercid letting of land is
aso prepared annudly. There is no equalisation reserve for the letting of land. Such lettings should
always be on a break-even or a profit-making bass. If thisis not the case, solutions must be found
in connection with the product, for example by increasing the price of the land. A survey of the
position regarding the commercid letting of land is submitted each year to the municipa council for
approval. It should be noted that the temporary management of |and and buildings for the purpose of
land letting accounts for only a small proportion of the total costs and proceeds.

Table 1. Commercial exploitation of buildingsin Tilburg

Year Maintenance costs of let Incomefrom let buildings Proceeds from sale of
buildings (NLG) buildings
(NLG) (NLG)
194 3302000 18255000 349000
1995 3356000 19254 000
1996 3531000 20895000 748 000

Table2: Commercial exploitation of land

Year Total reservefor land letting Costsof agricultural land Proceeds of agricultural land
(NLG) (NLG) (NLG)

19 32200 000 594 000 907 000

1995 78400 000 621 000 824000

1996 83100 000 576 000 797 000

Future

It is quite conceivable that the views and role of the municipaity of Tilburg in relation to the property
for commercia activities will be adjusted in some respects. First, because there is a definite need of
premises for businesses that are unable to afford expensve rents. Examples are buildings for shared
use by different smdl firms and premises for firms that are tied to particular neighbourhoods and
provide work for the sociadly disadvantaged. Since the private sector is unable to provide or operate
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such buildings, the municipaity is congdering whether it should do s0. Secondly, there is a
divergence between the wishes of the municipdity to develop the station didtrict (Stationszone) and
the way in which the Tilburg offices market operates in practice. The municipdity is conddering
reolving this “chicken and egg” gStuation by building and letting offices itsdf as a risk-based
operation or by participating in such a project.

2. The Groningen Trade and Industry Buildings Foundation (SIG)
Introduction

The Groningen Trade and Industry Buildings Foundation (SIG) was founded by the municipdity of
Groningen, in co-operation with the Chamber of Commerce in 1947. The object of this foundation
is to srengthen the economic fabric of the municipdity of Groningen by providing business premises
for firms in the industrid, commercid, trade, craft and services sectors. The founders believed that
by offering affordable business premises they would be able to give the city’s post-war economy an
extra boost. Having a foundation such as the SIG present in the city was recognised as an important
asset — something which is il the case today, indeed perhaps even more so. Commercia investors
(indtitutiona investors) choose to concentrate their funds in “nontrisk” investments such as office,
retall and resdentia property. There is no interest in investing in multi-tenant business premises and
factory hals, even though there is a demand for them. To an increasing extent, firms wish to have
their property off the balance shest.

After the war the municipality of Groningen decided not to carry out these activities itsdlf, but instead
to contract them out to an independent legd entity with its own management. However, the
municipdity continues to be adle to influence the policy and projects of SIG. The municipd
executive (i.e. the burgomaster and adermen) has the power to gppoint and dismiss the management
of the foundation and the chair of the foundation has hitherto been occupied by a member of the
municipa executive, usudly the dderman responsible for economic affairs. At present, the head of
the property department of the municipdity sts on the main board of the foundation, together with
the dderman responsible for economic affairs. The other seven members of the main board come
from the busness community in Groningen.

Since the management is appointed by the municipal executive and any assets of the foundation
remaining after a liquidation would be pad to the municipdity of Groningen, the foundation is a
guasi-government body and is therefore exempt from corporation tax.

The day-to-day management of the foundation is entrusted to the board of directors (director and
assgtant director). Investments in and the purchase of buildings must be submitted to the executive
board (chairman, secretary and treasurer) for gpprova if the amount involved is under NLG 1.5
million. Where the amount is in excess of NLG 1.5 million, investments and purchases must be
submitted to the main board. The foundation has a staff of four, in addition to the board of directors.
The activities of the foundation congst mainly of letting buildings which it ether buys or builds. The
premises in question are multi-tenant business and office buildings and separate factory premises.
The tenants are firms that are starting up or restarting and firms that have decided as a matter of
policy not to invest in property. The geographica areain which SIG operates is the municipaity of
Groningen and adjacent municipdities.
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The municipality of Groningen

Table 3: Data on the municipality of Groningen on 1 January 1997

Number of inhabitants 168 692

Number of peopleinwork 102 363

Number of unemployed 19 285 (26% of the working population)
Land areawithin municipality 8001 ha

Business premises et 18.7 ha

General information about business premises

SIG does not own any undeveloped business sites. If we wish to develop new buildings, we buy
land from the municipdity of Groningen. On 31 December 1996 SIG owned the following

properties:

- twenty factories (surface area of gpproximately 31 000 m?);
- fifteen multi-tenant factory buildings (surface area of gpproximately 32000 nmp?);
- five multi-tenant office buildings (surface area of gpproximately 9 000 m?).

The buildings vary in size from around 400 n? to 8 000 m2. On 31 December 1996 there were
some one hundred and forty tenants employing gpproximately 1 550 people.

The letting and management of the buildings and the invoicing and adminigtration are dl carried out
interndly by the foundation. Maintenance of buildings is arranged by a technica manager employed
by the foundation, who contracts out the actua maintenance work to third parties. As mentioned
ealier, the letting of properties that are dready or are becoming enpty, is carried out by the
foundation itself. Occasiondly an estate agent may be caled in for this purpose.

The occupancy rate of the propertiesin recent years was as follows:

- 1994: 98.82 per cent;
- 1995: 97.20 per cent;
- 1996: 97.80 per cent.

The low occupancy rates in 1995 and 1996 were due to the commissioning of a new multi-tenant
business building in September 1995, some of which remained empty at the Sart.

In 1997 the foundation bought two exigting buildings with a surface area totalling 9 500 m? and has
gtarted the construction of a new building with a floor area of 4 000 n2. Moreover, two properties
with afloor areatotalling 1 175 m? have aso been sold to the tenants.

SG only buys a building if a tenant is interested in it. However, thisis not possble in the case of a
multi-tenant factory or office building. In such cases there may well be no tenant available or perhaps
only a tenant for part of the property. In such cases there are dmost aways Start-up losses.
Properties are, in principle, sold only to the tenants. Often these tenants have a tenancy agreement
containing an option to purchase. Tenants can buy the premises at their market value, but never a a
price lower than the book vaue of the property.
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Financial matters

When the foundation was established fifty years ago, the starting capital was 100 guilders. Since
SIG is a non-profit making organisation, the increase in its equity capita in relaion to the totd assets
has been extremely limited. Nor has the foundation received any structura subsidies. At present the
ratio of equity capitd to total assetsis around 11 per cent, which is not sufficient for an organisation
engaged in the property sector. In order to be able to borrow externa money, this ratio should be
increased to at least 30 per cent.

It follows that SIG has made agreements with the municipality of Groningen regarding the financing
of projects. SIG indicates which projects are expected in the next two years and the funding that will
be required for them. The municipdity of Groningen is asked to provide the funds through wheat is
known as a framework credit agreement. This means that the municipdity need not grant separate
gpprova for each project, and can instead grant approva for project financing for a number of
years. SIG then draws down on this credit for the projects to be implemented. In this way, projects
are not held up by time-consuming financid procedures. At present the municipaity of Groningen
has provided SIG with loans of NLG 57 million. The SIG mests its interest and repayment
obligationsin the normal way.

A market rent is, in principle, charged for each property in which money is invested. The following
matters are included as costs in the calcultion:

- interest and depreciation (amuity);

- maintenance codts (fixed addition to provison for maintenance);

- adminigtration and management costs,

- insurance;

- property tax and water control corporation charges,

- sewerage charges and fees for encroachments over public land;

- the right to erect and have buildings on land belonging to another’s rights (superficies) and
succession duties.

This cadculation results in a given income per property. The maintenance codts of the property are
paid from the provision per property which is replenished each year by afixed alocation. At present
some NLG 275 000 is spent each year on maintenance. A sum of NLG 300 000 is il allocated
each year from the genera operating budget to the provisons for start-up losses on multi-tenant
buildings, soil cleantup operations and premises standing empty (NLG 100 000 per provision).

Although SIG does not receive any structurd subsidy, it is sometimes able to obtain a subsidy for a
specific project. This may be a subsdy from an urban regeneration fund, from the Monuments and
Higtoric Buildings Council or from the structurd funds ISP (Integrd Structure Plan for the North of
the Netherlands) and EFRO (European Fund for Regiond Development). Generdly spesking,

payments from these structural funds may not be made to individud firms, but may be made to a
foundation such as SIG which operaes in the public interest. In addition, the municipdity of
Groningen has in the past issued operating guarantees for risky projects which were initidly likely to
run a aloss.
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Problems

The main problem which we are currently facing is the large number of projects and the rapid
increase in the amount borrowed which this entalls. Although the municipdity of Groningen believes
that SG is a vauable ingrument in promoting the economic development of the municipdity, the
growth of its borrowing is a matter of concern to the municipdity. If this means that the municipality
does not wish to continue financing the foundation, there are two conceivable scenarios, namely
dther to freeze the property portfolio at its present level and not to undertake new projects or to
finance new projects externdly.

If it is decided to freeze the portfolio at its present level, the foundation would become a property
manager and would cease to play a part in boosting the loca economy. In fact, this would be
tantamount to phasing out the foundation. The dternative — continuing to grow but seeking externa
project finance — would require the capital postion of the foundation to be improved. It is
guestionable whether this can be achieved with the present legal form of a foundation and whether
SIG should not be converted into a private company (BV).

This debate is under way at present, and the outcome is still unclear. Other factorstoo play apartin
the debate. More and more requests are being received from other municipaities in the north of the
Netherlands to undertake activities in their area. And we are dso receiving an increasing number of
requests to undertake commercid projects such as project development, construction supervison
and so on. Findly, we are coming across new players in the property market who are out to take
the choice projects. This may mean that we are left with the more risky projects.

All of thisis now obliging usto carry out areview of our ams, structure and field of work.
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M ANAGEMENT OF MUNICIPAL PROPERTY IN POLAND

Introduction

In Poland, the concept of municipal property is defined by the Conditution, by the Loca
Government Act of 8 March 1990 and by severd other acts.

Aswell as establishing local autonomy, the Condtitution (amended most recently in December 1989
and November 1992) provides a guarantee of municipa revenues and requires the state to set up a
system of subsidies. Guaranteed municipal assets are considered essentid if locd communities are to
be autonomous and capable of carrying out their gppointed tasks. Before this fundamenta legidative
change, democratic representation did not exist a loca level; the national councils (rad anodonte)
present at thisleve did not have separate budgets but were funded by the voivodeship budget set by
the budget laws.

The Act of 10 May 1990 (introductory provisons to the Loca Government Act) laid down the
procedure for trandferring to municipdities state property previoudy managed by the nationd
councils and the government’s regionad bodies. This act distinguishes two different Stuations. a free
transfer ex lege, which merdly requires confirmation by a declaratory decison of the voivodeship,
and discretionary tranfer, which is dependent on a decison by the voivodeship to thisend. The first
case (ex lege trander) involves dae property belonging to the nationa councils or to the
government’s regiona bodies which, because of its nature and location, could directly help to satisfy
locd needs (eg. in the fidds of housing, education or hedth or by providing a location for busness
activity). The second case concerns other types of property remaining under voivodeship
management which could play a part in the performance of municipa duties: upon gpplication of the
municipality concerned, the voivodeship had the right to transfer it to a particular property by taking
adecison to thisend.

The municipdities have received alarge quartity of real estate through this transfer of property.

1. Housing
L egidation applicable at national level concer ning housing management
Restrictions on the sale of housing

It is the city council which decides to sdll housing in its possession, by taking steps to put it up for
auction. The only restrictions on freedom to choose which red estate to el are:

- the municipdity’s legd obligation to meet the needs of its inhabitants as specified inter alia
in the Loca Government Act of 8 March 1990 and in the Act of 2 July 1994 on the letting
of resdential accommodation and on hardship alowances for low-income tenants. These
dipulaions oblige municipdities to congtitute a municipal housing stock by building or
acquiring dwdlings and to maintain this property to a satisfactory standard in order to meet
the needs of low-income families and to provide socia welfare premises in cases pecified
by the law. By the terms of Article 5.2 of the Act of 2 July 1994, municipdities wishing to
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- sl housing accommodation must respect criteria for the rationd management of housing
gock. The Act of 24 June 1994 sets down ground rules for sdlling municipa housing stock
to tenants, by establishing separate ownership of independent housing accommodation and
defining the obligations of the municipdity and of the new owners (who conditute a co-
owners committee in each building) with regard to the building’ s upkeep;

- the obligations of the municipdity semming from civil contracts of tenancy made with tenants
or from adminigtretive decisonsto award (in theory on a permanent bass) municipa housing
accommodation to natura persons for a moderate rent (subsidised or otherwise, subject to
regulations). Municipaities are increasingly sdlling such accommodetion to tenants.

Obligations of municipalities regarding upkeep of housing stock

Municipdlities are obliged to maintain their housing stock to a standard enabling the needs of low-
income families to be met. Details of this are specified in Article 9 of the Act of 2 July 1994 which
requires the municipdity, as the owner, to carry out repairs to the building and to its premises and
facilities, whatever the cause involved, with the proviso that tenants must cover damage they have
caused.

Tenancy contracts sometimes require tenants to carry out certain duties with regard to the upkeep of
premises. Accordingly, tenants often carry out repairs, and the cost is later deducted from the rent.
The cost of day-to-day upkeep of premises (minor repairs, taxes on the provison of media services,
etc.) must be paid by tenants.

The act lays down the procedure for establishing separate ownership of independent
accommodetion (forming part of the municipa building but sold to tenants), specifying the rights and
obligations of owners, who set up a co-owners committee in each building, and adso the
arrangements for managing the building. Owners are required to make a pro rata contribution to the
cost of maintaining the building (based on the proportion of common property they own).

In practice, many co-owners refuse to pay their contribution towards the repair of communa parts
of the building (repairsto the roofs, stairwells, lifts, etc.).

Relations between municipalities and tenants

Municipad housing accommodation may be let to tenants by means of contracts in civil law, or may
be dlocated by adminidtrative decison, usudly as a life tenancy and for a subsdised rent (in any
case for a moderate rent, subject to municipa regulations).

Pursuant to the act, the city council sets the ground rules for the management of housing stock and
the criteria for choosing who has priority with regard to contracts of tenancy. The law requires
society to monitor such matters.
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Housing management in selected cities
Bytom (poulation 227 000)
Data available on municipal housing stock (council housing or other)

Bytom municipaity owns 2 814 resdentid buildings containing 21 793 resdentid units with a tota
usable area of 1 477 211 nm? which break down into three categories.

A. premises let for amoderate rent, subject to municipa regulations : 21 594 units,
B. premises let for a“freg” rent, not subject to municipa regulaions: 40 units,
C. premises let for a specid low-income housing rent: 159 units.

Decisons about the classfication of housing accommodation and levels of rent are submitted to the
city coundil.

The municipa housing stock is very old and the standard of its facilitiesis no more than modes.

Table 1. Age breakdown of municipal housing stock

Age of building Number of buildings
Lessthan 20 yearsold 108
21to 30 yearsold 125
31to40yearsold a7
41to 50 yearsold 9%
51 to 60 yearsold 171
Over 60 yearsold 234

The definition of aresdentid building indudes not only sngle-function buildings (resdentid only) but
aso mixed-function buildings (with business premises for commercid or service use, usudly Stuated
on the ground floor).

General provisions regarding procedures and criteria for choosing tenants

Choice of tenants for accommodation classfied in categories A. and C. (above) is governed by
S0Cio-economic criteria, taking into account potential tenants income, family Stuetion, State of
hedlth, and so on.

Housng stock is managed by the City Buildings Office (with its own budget), which is represented
on the ground by fourteen local housing departments and which is reponsible for upkeep. The office
is empowered by the municipdity to make tenancy contracts with tenants, specifying respective
obligetions.
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Municipal housing management: revenue and expenses

Table2 Breakdown of revenueand expensssfor munidpal housng management in Bytom (1996)

Category of premise Income (PLN) Expenses (PLN) Financial result Revenue/cost
(PLN) (asa percentage)

Category A 8904071 11 167 143 -2263072 79.73

(regulated rate)

Category B 205752 41 864 +163 888 49148

(“freerate”)

Category C 8943 60 565 -51 622 14.77

Agoregate 9118 766 11269572 -2 150 806 80.91

Kielce (population 213 000)
Data available on municipal housing stock (council housing or other)
The Didrict Housng Management Office currently manages municipa buildings with a totd area of

578 920 n (of which 51 166 m? are business premises). This represents 595 buildings containing
12 557 residential premises and 470 business premises.

Table 3: Breakdown of municipal housing stock in Kielce

Residential premises. surface area 527 754 m?
Residential premises: total number 12557
Number of council housing buildings 113
Number of council housing units 503

General provisions regarding procedures and criteria for choosing tenants

The choice of tenants for low-income housing is governed by socio-economic criteria, which take
due account of potentia tenants income, family Stuation, state of headth, and so on. At present the
municipdity has little occasion to apply these criteriasince it has no unoccupied premisesto let; even
low-grade buildings which were intended for low-income tenants continue to be occupied by
“normal” tenants. In view of the lack of opportunities to dfer these tenants accommodation of a
higher sandard, the dlocation of low-income housing to those who need it mogt is unresolved for
the momen.

Municipal housing management: revenue and costs
Many of the buildings are rundown and considerable investment is required to prevent them from

deteriorating further. Maintenance expenses for resdential premises rose from PLN 5076 000 in
1994 to PLN 7 444 000 in 1995 and are continuing to rise.
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Rents for low-income housing (PLN 0.36-0.40 per square metre) ae well beow running costs
(PLN 1 per square metre on average).

In 1996 the municipality earned PLN 2 591 068 from the sdle of resdentid premises.
Olkusz (population 40 000)
Data available on municipal housing stock (council housing or other)

Municipa housing stock conggts of fifty-one buildings containing 1 491 housing units with a totd
area of 64 867 mz.

These premises, both resdential and commercid, are administered by the Municipad Management
Company, alimited liability company (of which the municipdity of Olkusz is sole owner).

Municipal housing management: revenue and costs

Revenue from the management of business premises helps to finance essentid repairs to resdentia
premises.

Swietochlowice (population 59 000)

The municipdity of Swietochlowice owns 314 residentia buildings containing 4 578 resdentia units
with a totd area of 236 850 m2. More than 120 units are unoccupied because of their rundown
condition and the high cost of the essentid repairs required.

Most (65 per cent) of the inhabited units date from before 1917, and around fifty of these buildings
are more than 100 years old. For this reason, rents for resdentiad premises (and the municipaity’s
revenue from them) are relatively low, lower than the cost of repairs carried out and often even
lower than running costs.

Table 4. Breakdown of revenue and expenses for municipal housng management in
Swietochlowice in 1996

Revenue (PLN) Expenses (PLN) Financial result (PLN)

5206 349 6384 137 -1177788

Revenue from the management of business premises helps to finance essentid repairs to residentia
premises. In 1996, however, dmost 50 per cent of the cost of these repairs was covered by
subsidies from the municipa budget.
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2. Real estate for business activities

Legislation applicable at national level concerning the management of real estate which
can be sold or leased for business activities

Because alarge quantity of rea estate has been transferred to the municipdities, many state-owned
companies have been converted into municipa companies.

The decentrdisation process did not, however, include state-owned companies operating nation
wide or a any rate outsde local boundaries. Nor did it include agricultural land since agriculture is
not covered by loca government. This does not, however, restrict the right of municipalities to lease
red estate in their possesson to other persons for business activities, including agriculture.

The Act of 20 December 1996 defines the concept of a municipa economy, stating that it includes
work of public interest whose purpose is to meet the population’s everyday collective reeds by
providing widdy avallable services.

The same act suggests two ways of running the municipa economy: a body with its own budget and
firms condtituted under commercid law (with the proviso that activities outside the realm of public
interest may not be carried out through a budgetary body). Bodies of this type, whose legd and
organisationd status had not been settled by the municipality before 30 June 1997, were converted
as of 1 July 1997 into companies of which the municipdity is sole owner. The assets of a budgetary
body which has been converted into a company become the assets of that company.

By the terms of this act, a municipdity may farm out work which forms part of the municipa
economy to naturd persons, lega entities, or bodies without a legal persondity by means of a
contract based on generd principles, with due regard to the rules governing public works contracts.

Municipdities may set up limited liability companies or public limited companies and have a right of
access to such companies.

Outsde the fidd of public interest, municipalities may set up companies condituted under private
(commercid) law provided the following conditions are met:

- the local market does not satisfy the needs of the loca community;

- unemployment within the municipdity has a congderable impact on the sandard of living of
the loca community and the adoption of other gpproaches has faled to gsimulate the
economy or the local market or to check unemployment.

A municipdity may set up commercid companies (or accede to such companies), even if it hasto
dispose of some of its assets to finance its investment in the company and when a different way of
using these assets might cause the municipdity to suffer consderable financid loss.

Municipdities may only engage in business activities themselves if these activities are in the public
interest (Article 9.2. of the Local Government Act of 8 March 1990). They may, however, put redl
edate belonging to them (land, buildings, etc.) a the disposa of other persons (naturd or lega)
empowered to engage in business activity. Municipdities may use various legd forms for this
purpose.
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Instruments of civil law (particularly contracts) are the legad procedures most often used by
municipdities wishing to put their assets at the disposal of other persons for business activities in
exchange for remuneration.

Various forms of contract are used (section 3, Redl Estate Conversion and Expropriation Act of 29
April 1985):

trandfer;

permanent usufruct;
operation;

leasing or tenancy;
loan.

At the same time, it is compulsory to invite bidding, according to a procedure lad down by law.
Guiddines for auctioning red estate forming part of national or municipa assets are st out in the
Order of 19 June 1991 issued by the Minigter for Land Use, Planning and Building.

Thelength of the lease (or tenancy) is not limited by law and depends soldly on the Sgnatories to the
contract, who must dso specify in the contract the terms for cancellation. Matters not settled in the
contract are governed by the generd provisons of the Civil Code.

Sde of red edtate is subject to certain statutory restrictions (Act of 24 March on purchase of red
edtate by foreign nationas).

Examples of local regulations on management of real estate that may be sold or leased to
third parties for business activities

Whereas nationd legidation lays down the generd guiddines, locd authority proceedings contain
more detailed regulations.

Bytom

On the basis of the Locad Government Act of 8 March 1990, the city council has laid down rules for
acquiring, trandferring and exchanging municipa red estate, and for leasing it for a period of more
than three years. Its decisions are based on the following principles:

land (built on or otherwise) may only be leased out if it isimpossible to sl or if the leasing
serves municipd interests;

leases must be for a period not exceeding twenty years,

conditions for the payment of rent (annudly or quarterly) and its amount must comply with
the rlevant decison of the municipaity’ s adminigrative board;

the length of the contract, the type of conversion of the municipa red estate in question and
its planned use mugt comply with the opinion of the municipdity’s adminigrative board
(more specificdly with its Architecture and Buildings Department) to ensure that they fit into
the generd framework of municipa development planning;

bids must be invited for the leasing of municipa redl estate (except in pecific cases where
thisis not essentia) as Sipulated in the Minigter for Land Use Planning and Building's Order
of 19 June 1991 on hidding for red edate belonging to the State Treasury or to the
municipa historica heritage.
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The city council passed a resolution on tenancy contracts for premises to be used for business
activities based on the Loca Government Act of 8 March 1990, which stipulates:

- that bids shal be invited for leasing of premises to be used for business activities; auction
regulations require rents to be gpproved by the municipdity’s administrative board;

- that the town shall be divided into zones corresponding to different rent bands,

- the ground rules for exchange of premises for business use;

- tenancy rights when tenants retire or die.

The rent of vacant business premises is fixed after verba bidding. The highest bidder sgns a tenancy
contract for the premises transferred by public auction for an unspecified period.

Swietochlowice

On the bads of the Loca Government Act of 8 March 1990 (as amended by the Act of
6 November 1992), the city council passed a resolution setting the ground rules for the acquistion,
sde and exchange of municipa red estate, and for itsleasing for periods exceeding three years.

This resolution gipulates that the amount payable for leasing (or renting) municipa red estate shal
be decided ether by auction or in line with directives issued by the municipdity’s adminidrative
board which provide guiddines for negotiations about the contractua rent.

The adminigrative board fixes the rent by referring to market prices; it must bear in mind the need to
optimise municipa revenues, but must aso be mindful of citizens needs and how far these needs
may be met by the business activity in question.

Leases for land without buildings are sgned after a taker has come forward and are not usualy
preceded by an auction. The contract’s content must comply with the generd provisions of the Cil
Code. The use daed in the gpplication and specified in the contract must fit in with the
municipdity’s overdl development plan. Leasing contracts are sgned for the municipdity by the
adminigtrative board.

Following an adminidrative board decision, a public auction must be held when business premises
are let in buildings managed by the City Housing Department. Auctions are handled by the auction
commission. The basic rent per square metre is caculated on the basis of the Sate of the premises,
the amount of essentid investment required and the location. Letting without an auction is only
alowed if no tenant has been found after two successve auctions. When this happens, the lessee or
tenant may fix the rent.

The length of lease or tenancy agreements for an unspecified period (the usud practice) made by the
municipality’s adminigrative board should not be less than nine months and not more than twenty
years. The duration of the lease or tenancy is fixed by negotiation, taking due account of any
investments the taker will need to make in order to enable him/her to use the red estate pecified in
the contract, and dso the grounds for the firm’ s tenancy in the building in question.

Lease and tenancy contracts for an unspecified period may be terminated by cancdlation in writing
by ether of the contracting parties a three months' notice.



85

Fixed-term leasing contracts may aso be terminated by the lessor in the following cases:

- if the lessee fails to discharge the obligations stipulated in the contract or uses the redl estate
which is the subject of the contract for a purpose different from that specified in the contract;
- if the lessee does not agree to anew rent indicated in arider to the contract.

The ground rules outlined below define the obligations of the lessee to the lessor and the tenant to
the owner.

Lessee' s obligations to the lessor

- The lessee undertakes to use the red estate for its intended purpose;

- the lessee shall pay the rent and VAT (at the rate of 22 per cent of the rent), except in the
case of leases for agricultura use;

- the lessee shdl pay dl charges in connection with the leased property, including paying red
edtate tax to the lessor from the time when the contract was Sgned;

- the lessee may not transfer to third parties, either in whole or in part, hisher rights arising
from the agreement without the lessor’ s consent;

- the lessee may not build any permanent structures on the leased land;

- the lessee shdl pay stlamp duty on the contract and shadl aso register the contract.

Extenson of the contract shal be in writing, at the request of the interested party and with the
consent of both partiesto the contract.

The tenant’ s obligations to the landlord

These obligations are as follows.

- to pay rent when due;

- to obtain consent for aterations to the premises and have the work accepted by the owner;
- to report any damage or defects that should be put right by the owner;

- to preserve the gppearance of the interior and exterior;

- to maintain the premises and their surroundings in astate of good order and hygiene.
Management of business property in selected cities

Bytom (population 227 000)

Data available on municipal business premises

Table 5: Breakdown of municipal real estate leased for business activities (industrial or
commercial) in Bytom

Typeof real estate property Number of Area(in m?) Revenuein 1996 | Percentage of
properties (in PLN) municipal
revenue
Land with buildings 2 98500 144000 09
Land without buildings 8 15150 242 400 15
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Market places

There are nine market places covering atota area of 150 n in the city. In line with directives from
the municipdity’s municipd office (strictly soesking, from the city architect’s office) they have been
organised and managed by lessees to whom the city leased the land (after an auction had been held)
for atenyear period. Municipd office saff do the work involved.

Kiosks and stalls

The length of leases sSgned by interested parties for the conduct of business a saes points uch as
kiosks and gtdlsin various parts of the city varies between one month and a year.

Financial information about businessreal estate

Red edtate varies so much in type, potentia use and state of repair that dmost al decisons about
property transfer have to be examined individualy. Dilapidated buildings taken over from previous
owners may be leased on preferentia terms involving rent exemption for a period equivadent to the
cost of repairs paid by the lessee, enabling the condition of these buildings to be improved.

The City Buildings Office is empowered by the municipdity to organise auctions for the letting of
bus ness premises and to Sign tenancy contracts. Many of these premises are dilapidated and in need
of repair. The tenant carries out the necessary repairs and the cost is subsequently deducted from
the rent. Tenancy contracts for business premises are Signed for ungpecified periods. Revenue from
these contracts (the office' s revenue) ran to PLN 6 005 300 in 1993, PLN 6 798 300 in 1994 and
PLN 7 823 500 in 1995 (without VAT). The municipdity’s monthly income from market places
amountsto PLN 20 200.

Maintenance cogts for business premises (minor repairs, taxes on media services provided, etc.) are
borne by the tenant.

The City Buildings Office employs some twenty-five members of staff to dedl with matters reated to
the letting of business premises.

The city's adminigtrative board fixes the rent of kiosks and gals. Some 100 agreements are
currently in force yidding an average monthly income of PLN 50 000 which provides revenue for
the municipdity. These matters are handled by municipd office gaff.

Methods of managing municipa property are currently being examined by a task force of eected
representatives and administrators, which was convened to modernise current gpproaches and to
kick-gtart busness activity in the city of Bytom.



Kielce (population 213 000)

Data available on municipal real estate for business use

Table 6: Statistical data on municipal real estate for businessusein Kielce
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Total number of buildings belonging to the municipality 595
Number of business premises 470
Number of residential premises 12 557
Total area of buildings 578 920 n?
Total area of business premises 51 166 m?
Total area of residential premises 527 754 m¢
Table7: Statistical data on municipal land for businessusein Kielce
Tota areaof municipa land 948 ha
Total areaof leased land 71043 e
Areaof land leased for small-scale farming activities 28000 n?
Areaof land leased for industrial activities and warehousing 17500 n?
Areaof land leased for car parks 19000 n?
Areaof land leased for garages, kiosks, stalls, etc. 6 43 e

The work involved is caried out by a divison of the municipa offices Property Trandfer
Department. Decisons on day-to-day adminigtration of this red edtate are taken by the city’s
adminigrative board on the basis of data and information collected by the Property Transfer

Department. Thisred edtateis administered by the District Housing Management Agency.

Financial data about business property

Table 8: Municipal income from management of real estatein 1996 in Kielce

Income from: Amount (PLN)
Lease of land 474128
Sale of buildings 498 658
Sale of premises 2591068
Other 2193107
Aggregate 5756 961

The above revenue represented 3 per cent of dl revenuesin the municipa budget.
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Problems posed by management of thisreal estate and solutions adopted

As it adapts to recent changes in the legal framework governing red estate management, the
municipdity is in the process of changing the status of the Didtrict Housng Management Agency
from a Sate agency to a company in commercia law capable of performing important executive
tasks in municipal housing adminigration. A body with its own budget will aso be st up (the City
Housng Depatment) to peform management functions on behdf of the owner (planning -
supervison of work - funding).

These indtitutiona changes should help creete transparent and efficient structures designed to make
optima use of the income from real estate management for renovation, preservation and upkeep.

Olkusz (population 40 000)
Data available on municipal real estate for business use

Table 9: Area of leased or rented municipal real estatein Olkusz

Land Area
Total area 2.60 ha
Land for commercial activities 2.00 ha
Land for service activities 0.20 ha
Land for agricultural activities 0.40 ha
Buildings (total area) 2200 ¢

In addition to red edtate dready used for business activities the city has other buildings for sde,
lease, or rentdl.

Table 10: Buildingsfor sale, lease or rental for business activitiesin Olkusz

L ocation Number of Areaof land | Areacof building | Valueof Value of Purpose

plot building (m?d (m?) building land

(PLN) (PLN) (PLN)

Mickiew 1476 898 471 165000 12617 Sale, lease or
Street rent
Szpitalna 22211 241 236.5 74 410 6 650 Sale, lease or
Street rent
Rynek Street 1584 2256 580 431695 32840 Rent

Both residentia and business premises are administered by the Municipa Management Company, a
limited liability company of which the municipdity of Olkusz is sole owner. Land belonging to the
municipality is managed by the Land Management and Surveyor’ s Department.
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Pursuant to a city council resolution o1 ground rules for leasing or letting red estate within the
municipdity, lease or rentd for a period of more than three yearsis possible only in the case of land
which cannot be transferred on a long-term badis, or if essentia investments would require too much
time.

The availability of land for leesing is publicly announced. Details of |and available for lease or rentd
for business activities are displayed on the municipd office notice board six weeks before the date of
auction so that offers can be looked into.

In line with the wishes of the city council and the provisions of the Civil Code, lease and tenancy
contracts are made for ten years or for an unspecified period. Notice required for cancellation must
not exceed three months. The municipdity has the right to terminate the contract at shorter notice -
athough fourteen days notice of cancdlation must Hill be given - if theleased land is esrmarked for
uses connected with implementation of the municipdity’ s socio-economic programmes.

Financial data available on real estate for business use

Table 11: Revenue and costs linked to management of premisesin Olkusz

Year Revenue Costs Financial balance
(PLN) (PLN) (PLN)

1996 340000 150 000 +190 000

1997 (7 months) 340000 103 000 +237 000

Now that the statutory provisons in force have been modified and market economy principles have
been introduced, the resulting financid baance is pogtive. In previous years income from rents was
not sufficient to cover the maintenance codts of thisred edtate.

Lessees and tenants pay for repairs and the costs are subsequently deducted from their rent.
Swietochlowice (59 000 inhabitants)

Data available on municipal real estate for business use

The municipdity of Swietochlowice owns 704 hectares of land, more than hdf of dl land in the city
(1 324 hectares).
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Table 12: Area of land and premises belonging to Swietochlowice and leased for business
activities

Land
Type of activity Area(m?
Production activity 392.00
Commercia activity 2110.00
Service activity 24.687.00
Agricultural activity 568 320.00
Total 595 509.00
Premises
Type of activity Area (m?)
Production activity 4765.98
Commercia activity 20873.16
Service activity 2341748
Total 49 056.62

Municipd land is adminigered by the municipa office or, more precisdy, by the Property
Management Division of the Surveying, Geology and Property Management Department where one
member of staff is employed to ded with such maiters. Premises are managed by the City Housing
Department, amunicipa body, where two members of saff are employed for this purpose.

Available financial data on real estate for business use

The minimum rent per square metre of land leased depends on the type of business activity, as
gpecified in the fallowing table.

Table 13: Minimum rent for land leased in Swietochlowice

Type of business activity Minimum rent per m2 of land leased
(PLN)

Production activity 14

Commercia activity 25

Service activity 25

Agricultural activity:

market garden, less than 2 500 m? 0.05
market garden, less than 2 500-5 000 e 0.025
agricultural land, 5 000-1 000 m? 0.01

farms of 10 000 m? 0.005
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Higher rents than the above- mentioned minimum rents may of course be charged for leased land. As
the table below shows, the highest rents were paid for land leased for commercial activities and for
services.

Table 14: Actual rentsfor leased land in Swietochlowice

Type of business activity Actual rent per m2 of land leased (PLN)
Manufacturing activity 14

Commercia activity 81

Service activity 5

Agricultural activities 0.05

Variationsin the rent per square metre of rented premises are not due to the type of business activity
but to the location, as the following table illustrates.

Table 15: Variationsin minimum rent for rented premises owing to location

L ocation of premise Variationsin minimum rent per m2
(PLN)

City centre streets (Katowicka Street, Bytomska Street part of 6.0

Pocztowa Street)

Streets near the city centre (Kubiny, Findera, Wyzwolenia, 45

Chorzowska, Lagiewnicka and Barlickiego Streets)

Other parts of the city, further from the centre 45

The minimum rent for premises let for purposes subsdised by the municipal budget such as
education, culture and public heglth isPLN 2 per square metre.

If premises are in a bad state of repair and atenant cannot be found after a lengthy search, they may
be let a alower rent, abeit not less than the cost of upkeep.

Table 16: Revenue from real estate leased or rented for business activitiesin 1996

Leased land PLN 348 43351

Rented premises PLN 4 011 623.80

Rental income from business premises cannot be broken down according to type of business activity
snce these digtinctions do not appear in the accounting of costs and receipts. Nor is it possible to
cdculate maintenance costs for business premises, snce they are usudly Stuated in resdentia
buildings and recorded cogts refer to the building as awhole.
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However, by way of example, it is possible to show receipts and cogts for some specific buildings,
as the following table shows.

Table 17: Income and costs from management of certain buildingsin Swietochlowice

Receipts (PLN) Expenses (PLN)
Type of building
1995 1996 (9 months) 1995 1996 (9 months)
Library 14364.1 825297 1277054 791828
Police building 12936.0 4984.20 12 309.12 4708.67
Medical Centre 19419.7 802958 1880.23 7045.07

All surplus income (after costs) from rental of business premises goes towards the negative baance
reulting from the cost of maintaining the housng stock adminisered by the City Housing
Department.

Problems posed by management of this real estate and solutions adopted

The municipdity of Swietochlowice intends to computerise its system of adminigtering land without
buildings

The main problem in managing business premisesis the rundown condition of buildings which makes
it difficult to attract tenants. The City Housing Department sometimes reduces rents or alows rent
exemptions for specific periods of time if premises are in a very bad State of repair and require
subgantia investment.

3. Cultural and educational facilities
L egidation applicable at national level
Cultural facilities

Pursuant to Article 7.9 of the Loca Government Act of 8 March 1990 (with the later amendments),
the municipdity has regpongbilities for culture including municipd libraries and other culturd
inditutions

The principles governing management of municipal red estate used for culturd activities are set out in
the Organisation and Management of Cultural Activity Act of 1991, the most recent amendment to
which dates from 27 June 1996. Article 2 specifies ingtitutions for organising these activitiesinduding
thegtres, operas, operettas, philharmonic societies, orchestras, cinemas, museums, libraries, cultural
centres, arts clubs, art gdleries, research and documentation centres covering various cultura fields.

In line with Article 9.1 of the act, municipdities or associations of municipdities organise cultura
activities by setting up municipa cultura ingtitutions whose statutory purpose is to manage these
activities. Article 12 of the act requires municipaities or associations of municipaities to provide the
municipa cultura inditution with the requisite resources for culturd activities and for upkeep of the
premises where the activity takes place.
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Municipa culturd inditutions like museums, art gdleries, arts centres, libraries, cultural centres,
clubs, centres of artigtic creation and arts clubs organise their finances and settle their accounts with
the municipa budget according to guiddineslaid down for bodies with their own budget (Article 2).

In line with Artide 27, culturd institutions manage the municipd property assgned to them
autonomoudy and tailor their activities to their resources, which they use as effectively as possble.
Article 28 gipulates that cultura indtitutions shdl cover their running costs and expenses out of ther
own incomings. The receipts of culturd inditutions condst of income from ther activities, ther
budget alocation, and resources contributed by natural and legal persons.

The municipdity fixes the annua dlocation for the activities of the culturd inditution.
Educational facilities

In line with Article 7.8 of the Act of 8 March 1990 (with later amendments) the municipaity has
respongbility for the education system, including primary schools and nursery schools.

As part of the remit the municipaity must renovate buildings belonging to it which are used for
educationd activities (Article 7.2 of the Act). Article 5a requires the state to provide funding for
maintaining public schools managed by the municipdity, incdluding daff remuneration. These funds are
transferred to municipdities in the form of grants and subsdies. The sze of these is caculated
according to a system rigoroudy defined by law.

Management of real estate for cultural and educational usein selected cities

Bytom (population 227 000)

Data available on management of municipal real estate for cultural and educational use
The culturd facilities belonging to the municipality are as follows

— Slesan Dance Thestre;

- Arts centre;

— Karolinka Cultura Centre;
- Municipa Public Library.
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Table 18: Area and volume of buildingsfor cultural usein Bytom

Name of centre Usablearea (m?) Volume (m3)
Karolinkacultural centre 167440 20074
Arts centre 822.87
Silesian dance theatre 2888.00 51840
Municipal library
Central building 3200.00 15054
Branches:
Hlonda Street 659.80
Knosaly Street 230.80
Strzelcow Street 48.20
Okukickiego Street 95.00
Grota Roweckiego Street 7712
Powstaficow W -skich Street 70.00
Srédmi g ska Street 18850
9 Magja Street 49.39
Czecha Street 57.00

Table 19: Cultural infrastructure of Bytom
Typeof educational ingtitution Number of schools | Number of buildings Area(m?)
High school 8 12 15300
Vocational school 14 24 27000
Art school 2 2 3000
Education centre 4 3 1000
Special primary school 6 5 3600
Special vocational school 2 2 2000
Boarding school 5 5 4500
Primary school 40 33 134700
School reception centre 36 - -
Nursery school 55 4 35000
Total 172 125 226 500

The heads of theingtitutions listed above report to the head of the City Education Department.




Table 20: Staffing of cultural centresin Bytom

Name of centre

Number of staff

in 1994

in 1995

in 1996

Karolinka cultural centre

23

25

25

Artscentre

6

6

6

Silesian dance theatre

29

29

29

Municipal library

Central building

Branches:

Hlonda Street

Knosaly Street

Strzelcéw Bytomskich Street
Okulickiego Street

Grota Roweckiego Street
Powstaficow W -skich Street
Erédmiegjska Street

9 Mgja Street

Czecha Street

P R N P N N DN WO N

67

P R N N P N DN WO N

69
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Table 21: Staffing of educational institutionsin Bytom

Type of educational institution

Number of staff (in 1996)

High school 220
Vocational school 940
Art school 169
Education centre 68
Special primary school 230
Special vocational school 83
Boarding school 41
Primary school 1920
School reception centre 224
Nursery school 839
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Available financial data about real estate for cultural and educational use

Buildings for cultural use

Table 22: Breakdown of expenditure and income of cultural ingtitutionsin Bytom

Karolinka cultural centre

Income (PLN) Totgj Expenditure on maintenance
Year from the from other a(ng?_d’llt)ure inPLN as a percentage of
municipality sources total expenditure
1994 229229 64 864 294093 111327 37.80
1995 387 684 104020 491 703 173115 3520
1996 455198 123409 587 606 162 200 28.00
ArtsCentre
1994 199002 30183 227985 17 495 7.60
1995 252000 31631 282451 23058 8.16
1996 338420 34702 375191 31551 840
Silesian Dance Theatre
1994 360 205 135668 535 157 144241 27.00
1995 435474 19364 826 553 369 120 44.60
1996 490 960 468 904 1005838 235602 2340
Municipal library
Central building
1994 1275045 33935 851 408 52 865 6.20
1995 1588380 47332 1085954 80588 7.40
1996 2013869 63411 1281397 127315 9.90
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Branches of themunicipal library:

Hlonda street branch

Year Expenditure on maintenance
inPLN as a percentage of
total expenditure

194 17083 200

1995 20582 190

1996 24798 2.00
Knosaly Street branch

1994 6012 0.70

1995 7243 0.60

1996 8727 0.70

Strzelcdw Street branch

194 1147 0.10

1995 1541 014

1996 2340 0.2

Okulickiego Street branch

1994 559 0.06

1995 826 0.07

1996 824 0.06

Grota Roweckiego Street branch

194 1670 02

1995 2123 0.19

1996 3464 0.30

Srédmiegjska Street branch

1994 4335 0.50

1995 6168 0.56

1996 8715 0.70
9Maja Street branch

1994 298 0.03

1995 435 0.04

1996 457 0.04
Czecha Street branch

1994 694 0.08

1995 779 0.07

1996 2264 3.60
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Buildings for educational use

Table 23: Expenditure on education facilitiesin Bytom

Typeof ingtitution 1994 1995 1996
Total Expenditure Total Expenditure Total Expenditure
expenditure | onbuilding | expenditure | onbuilding | expenditure | on building
(FLN1000) | maintenance | (FLN1000) | maintenance | (ALN1000) | maintenance
(FLN1000) (FLN1000) (FLN1000
High school 2847.0 8138 31198 633.6 38393 686.0
Vocational school 9121.0 13122 1279%.8 19276 153734 21119
Art school 16130 1312 20112 202.0 2467.1 1555
Education centre 527.2 100.0 7384 1238 8510 1954
Special primary - - - - 38949 343.6
school
Special vocational - - - - 14274 117.8
school
Boarding school 7331 2426 7579 180.3 587.3 108.8
Primary schools 181320 3771.7 247218 6448.6 32200.0 7997.7
School reception 15217 183 16132 65.8 21426 57.0
centre
Nursery school 6645.0 1619.3 92575 17223 11316.3 33204
Total 41140.0 8015.1 55016.6 11 304.0 74108.3 15094.1

Problems posed by management of buildings for cultural and educational use

The main problems are posed by the repairs that need to be made to red estate used for cultura
and educational purposes because of the age of the buildings and the damage caused to them by
cod mining in the vidnity.

The funds needed to rebuild and renovate educationd facilities are dways lacking.

From 1996-1997, the hesting systems in fifty buildings used for educationd activities were
modernised and environment-friendly sysemsingalled.
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Kielce (population 213 000)

Data available on management of municipal real estate used for cultural and educational
activities
Cultural facilities

The municipdity of Kidce possesses the following culturd inditutions:

- Kidce Culturd Centre;

- the Toy Museum;

- the Arts Centre;

- the Art Exhibition Centre.

Each of these indtitutions has its own building. Each has its own budget and is separate both on an
organistiond level and on afinancid leve.

Although these indtitutions are mainly funded by subsidies from the municipdity, they dso have ther
own revenues. In 1996 they received atotd of PLN 3 681 073 from the municipaity, their own
revenues for the same year being PLN 53 713.

Table 24: Subsidiesfrom the municipality of Kielceto cultural institutionsin 1996

Name of cultural institution Subsidies given by the municipality (PLN)
Kielce Cultural Centre 2786600
Toy museum 237 333
Artscentre 275000
Art Exhibitions Centre 382140
Total 3681073

Educational facilities
The following educationd indtitutions belong to the municipaity of Kiece:

- thirty-four primary schools,

- ten high schools,

- five boarding schoals,

- Seventeen vocationd schools.

These inditutions are financed entirdy by the municipdity.



100

Table 25: Financing of educational facilities by the municipality of Kielcein 1996

Number of educational institutions Amount given by municipality (PLN)
34 primary schools 37843005
10 high schools 9833938
5 boarding schools 2110430
17 vocational schools 21945521
Total 71732894

Each of these educationd indtitutions has its own separate building.

Buildings for educationd use are run by the education service (a body with its own budget) as a
whole.

Olkusz (population 40 000)

Data about cultural and educational facilities
Cultural facilities

The municipdity of Olkusz owns the following culturd fadilities
- an Exhibition Pavilion;

- an African Museum;

- Machniki Manor;

- the Y outh Cultural Centre;

- the Municipd Library;

- the Community Centre Building;

- Olkusz Tower.

Educational facilities

Table 26: Data on educational facilities

Type of educational ingtitution Number of buildings Staff
Primary school 23 756
Nursery school 10 227
Kindergarten 1 7
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Financial data available on real estate for cultural and educational use

Table27: Expenditure and revenue on the upkeep of buildingsfor cultural ingtitutions

Municipal library

Year Expenditure on upkeep of building Revenue from management of building
inPLN as a percentage of inPLN as a percentage of

total expenditure total revenue

1994 4103 125 192 2509

1995 10472 273 - -

19% 20384 3.76 370 20.44
Cultural centre

1994 17015 317 38 235

1995 27900 407 2929 138

199% 49554 6.22 4184 154

Museumsand clubs

194 11417 1.72 - )

1995 22358 12,07 558 0.90

1996 21887 1022 7202 2395

Table28: Expenditurein connection with upkegp of buildingsfor educational inditutions (1996)

Typeof educational institution Expenditureon upkeep (PLN) as a per centage of total
expenditure

Primary schools 1767113 17

Nursery schools 418592 16

Kindergartens 23195 20

Problems posed by the management of real estate for cultural and educational use

The main problem is tha there is a shortage of funds for repairing, renovating and modernising
culturd and educationd buildings. The Exhibition Pavilion, for example, needs mgor repairs but not

enough money isavailable.
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Swietochlowice (population 59 000)

Data available on cultural and educational facilities

Cultural facilities

The municipdity of Swietochlowice possesses the following culturd ingtitutions:
- the Cavern Culturd Centre;

- the Concord Cultura Centre;

- amunicipa museum;

- amunicipd public library.

Table 29: Data on municipal buildingsfor cultural activitiesin Swietochlowice

Name of cultural institution Number of buildings Areaof buildings Staff
(inm?

Cultural centre 3 2233
Cavern Cultural Centre 1 1110 26
Sports centre 1 780
Modelling club 1 343
Concord Cultural Centre, Wallisa Street 1 3304 18
Municipal museum 758 9
Municipal library (Total) 7 1557 35
Central branch 561

Branch 1, 37 Chorzowska Street 313

Branch 2, Lagiewnicka Street 281

Branch 4, Hibnera Street 48

Branch 5, Krauze Square 80

Branch 6, 73 Chorzowska Street 110

Branch 7, Kamionki Street 164

Municipd library buildings are managed respectively by:
— the Housing Co-operétive;

. municipd library centra building on the ground floor of aresdentia building;
. Branch 2 (Lagniewnicka Street), aso in aresdentid building.

- the Municipal Housing Department:

. Branch 1 (37 Chorzowska Street), in a separate house,
. Branch 4 (Hibnera Street) on the ground floor of aresdentid building.
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— the Cavern Cultura Centre:

. Branch 6 (73 Chorzowska Street), on the 1<t floor of this cultura centre;
. Branch 7 (Kamionki Street) in a building administered by this culturd centre.

- the Concorde Cultura Centre:
. Branch 5 (Krauze Square), Stuated in this cultura centre.
Educational facilities

Table 30: Data on municipal buildingsfor educational usein Swietochlowice

Typeof ingtitution Number of buildings Total area(m?) Number of staff
Primary school 13 38 816.08 514
Secondary school 5 14 505.98 178
Out-of-school education 2 244300 21
centre

Nursery school 10 902240 193

Financial data available on real estate for cultural and educational use

Table 31: Revenue and expenditure from management of municipal buildings for cultural
use

Revenue from cultural institutions Expenditurefor upkeep of buildings
including repairsand renovations
Y ear in PLN as a percentage of in PLN as a percentage of
total municipal total municipal
revenue expenditure
194 52323 0.16 1860478 5.70
1995 130002 031 2696 217 6.48
1996 23949% 042 3546433 6.50
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Cultural facilities

Table 32: Financial data on cultural centresin Swietochlowice

Cavern Cultural Centre
Year Total revenue | Municipal Ingtitution’s Total Expenditure | Expenditure
(PLN) subsidies own revenue | expenditure | on building on
(PLN) (PLN) (PLN) maintenance | investments
(PLN) and repairs
(PLN)
1994 363 876.00 319835 44.041.00 334 233.00 51851.00 60 609.00
1995 426 359.00 36419 62 168.00 45307.00 54 579.00 87549.00
1996 509 921.00 442 628 67 293.00 476 398.00 61 809.00 40942.00
Concord Cultural Centre
1995 353 802.00 296 809 56 993.00 323413.00 61817.00 73020.00
1996 465 827.42 297 008 16 073.42 429 196.41 96 264.30 59891.39

(The Concord Cultural Centre opened in January 1995).

Table 33: Financial data on the municipal museum in Swietochlowice

Year Total revenue Municipal Ingtitution’sown | Total expenditure| Expenditureon
(PLN) subsidies revenue (PLN) building
(PLN) (PLN) maintenance
(PLN)
1994 111 426 108 000 2449 111415 20863
1995 135618 130730 4877 134778 26117
1996 167148 163000 3308 166 830 31024
Table 34: Financial data on the municipal library — expenditure on upkeep of buildings
Building Area(m?) 1994 (PL N) 1995 (PL N) 1996 (PLN)
Central building 561 35756 42894 47 756
Branch 1 313 12341 15030 18737
Branch 2 281 17125 20514 23777
Branch 4 48 1311 1550 1677
Branch 5 80 4492 5500 3421
Branch 6 110 4702 5020 5674
Branch 7 164 7012 7483 8460

The library’s own revenue amounted to: PLN 5 833 in 1994, PLN 5964 in 1995 and PLN 8 722
in 1996.
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Table 35: Expenditure on upkeep of municipal buildingsfor educational use

Year Primary schools Secondary schools Out-of-school Nursery schools
expenditure (PLN) | expenditure (PLN) education centres | expenditure (PLN)
expenditure (PLN)
1994 962 509 277880 40440 363587
1995 1452830 350 506 64 388 427 470
1996 1800632 724235 80720 541414

Problems arising from the management of real estate for cultural and educational use
Buildings for cultural use

The buildings are rundown because investment on repairs, renovation, etc. has been insufficient over
the last few years.

There is an urgent need to renovate these buildings and to modernise the stages in the cultura
centres.

Buildings for educational use

Most primary schools are in pre-war buildings which are now rundown so thet frequent repairs are
necessary.

The secondary schools occupy buildings that are more than forty years old and aso frequently need
repairing. The heeting systems need modernising.

Mogt of the nursery school buildings, on the other hand, are in good repair. There are problems with
the outdoor facilities of nursery schools, however. Play areas need to be modernised and brought
into line with modern educationd standards.
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M ANAGEMENT OF MUNICIPAL HOUSING IN SPAIN

1 L egal powers of local municipalitiesin the field of housing

Law No. 7/1985 of 2 April 1985, which regulates the basis of the local system of government does
not directly establish any minimum municipd obligetion in this area, dthough it dates in Artide
25.2.d that “the municipdity will in al cases exercise powersin accordance with the laws of the Sate
and the Autonomous Communities in the following aress: (...) development and management of
housing (...)".

Article 7c of the revised pre-congtitutiond text of the laws on low-rent housing, which was
approved by Roya Decree No. 2960/1976, dready authorises local authorities to become property
developers for low-rent housng by means of dl legdly established procedures governing the
provision of services! Royd Legidative Decree No. 31/1978 on low-rent housing policy stipulates
that natura persons or legd ertities, whether public or private, profit-making or not, can be property
developers or owners of low-rent housng.

Roya Decree No. 1/1992 regulates “ municipaly owned land”, a stock of which must be condtituted
in every municipdity with a generd urban development plan (and dthough it is only being met
gradudly, the requirement of having a generd plan gppliesto every municipaity). The purpose of this
gock of land is “to regulate the land market, to obtain reserves of land for public development
schemes and to fadilitate the implementation of the plan”.

The decree stipulates: “once municipaly owned land has been incorporated into the town planning
and building process, it must be eermarked for the construction of housing subject to

public welfare rules or for other socidly beneficia uses, in accordance with the urban devel opment
plan”. Municipdly owned land may be developed and built on by the municipa adminigtration itsdf,
athough such land may be sold through atender procedure.

Direct, free-of-charge transfer of land between public adminigtrations is possible “for the purposes
of public housing development, the congruction of municipa amenities or other amenities for public
use or socid benefit”. Land intended for low-cost housng may aso be transferred by municipa
councils free of charge or at less than the market price, through a tender procedure. In some cases
these transfers may be direct, when the developers of low-rent housing are charitable or socid
inditutions.

1 Note that there is a strong trend towards property ownership in Spain, affecting all social classes. The
market for rented property has traditionally been private, so that public property development itself has focused
mainly on the construction of housing for sale (and sometimes awarded free of charge or at almost nominal
prices) to people in low or mediumincome categories: as a consequence, public administrations had housing
available for rent only occasionally.

This situation is beginning to change, albeit slowly, and nowadays many public property developments are
intended either totally or partially for renting.
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2. Housing development by local authorities

The rented housing market has traditionaly been private, but this Stuation is beginning to change
with the emergence of public companies which are now building numerous housing devel opments for
rentd. This is a new Stuation when one congders that previous public property development in this
sector was concentrated mainly on building housing for sde, or for trandfer without charge to
margindised or low-income population groups, while the councils rarely had accommodation for
rent. The principa players a locd levd —the municipd councils— are active in the following waysin
housing development:

- collaboration with property developments ingtigated by the Autonomous Communities,
usualy by providing the land necessary for housing congruction free of charge;

- becoming property developers themsalves, usudly through the crestion of a limited liability
company with municipa capital. This kind of activity, which requires greater organisationa
and financia resources, is normdly confined to the municipa councils of large or medium-
Szed towns.

Socid demand has led to a proliferation of municipal housng companies which are building a large
amount of housing, not only for sde but aso, increasingly, for rent (a trend which isincreasing dowly
and gradudly, a least in some sectors).

The following data give an idea of the Sze these companies have reached: the housing stock built by
them amounts to 174 419 units, of which 96 094 are rented and 7 257 are in precarious tenure (that
is, they have been dlocated rent-free to low-income families). The totd number of resdentid units
begun during 1993, 1994 and 1995 was 24 845, 31 543 and 28 118 respectively.

3. The dtuation in selected municipalities

Madrid Municipal Council’s Empresa municipal dela Vivienda, S.A.

La Empresa municipal de la Vivienda, SA. (EMV), isamunicipd limited company beonging to
Madrid Municipa Council, the sole holder of its authorised capital. It operates in the field of
congdiruction (new buildings, as well as restoration work, including thet of public areas) in a city with
three million inhabitants.

Table 1: Construction work by Empresa municipal dela Vivienda S.A.

1992 1993 1994 1995

New housing units completed 462 1007 1049 1339

Housing 79 60 31 218

Public restoration work Other premises 21 15 1 23

Garages 55 58 - 41

Help with private restoration of buildings 9 49 26 31
(number of buildings)
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It should be stressed that a growing number of the buildings constructed (currently about athird) are
dlocated for renting.

Furthermore, the company has carried out structural modifications and improvements to hundreds of
buildings, affecting thousands of homes (in the mgority of cases under agreements between the
Autonomous Community of Madrid and the gate), and is providing the land for the “18 000 Plan”,
under which co-operatives are building this number of housing unitsin the Madrid area.

In addition to these activities, housing has been built for marginaised groups (in association with the
Autonomous Community of Madrid) and there has been mgor rehabilitation work on infrastructures
and public areasin the hitoric city centre.

The Municipal Council of Valdepefias

Vddepefias, is a wel-known medium-sized town in the province of Ciudad Red, in the
Autonomous Community of Cadlilla-La-Mancha, about 200 km south of Madrid. The town has
about 25 000 inhabitants and is the chief town of a Mancomunidad (a union or public association of
municipdities which combine to provide public services), which comprises twenty three
municipalities (around 80 000 inhabitants) and has a hedlthy loca economy based on wine growing
sarvices and medium-Szed indudtry.

Here, there is no municipd housing company but, like many smilar municipa councils in Spain,
Vadepefias municipa council has actively collaborated in the activities conducted in this fidd, firstly
by the gate and later by the Autonomous Community of Cadtilla-La-Mancha.

From 1978 to date there have been four public housing development programmes in the town, the
names of which are given below, together with the number of housing units and how they are
allocated.

Table 2: Public housng development programmes

Year Name of programme Number of Allocation
housing units
1979 Extension to General Mola 110 Rented 50%
Owned 50%
1980 La Consolacién district 190 Rented 50%
Owned 50%
1993 San Nicasio district 128 Rented 100%
1995 San Nicasio district 60 Not yet decided, but renting will
have priority
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Municipa collaboration takes the following forms:

- free trandfer of land to the adminigtration concerned (currently the Autonomous Community
of Cadiilla-La-Mancha);

- registering and processing agpplications. This is done by awarding a number of points
according to an objective grading sysem. This is an essentia activity, carried out by the
municipa socid services, who check the veracity of the information provided by gpplicants.
This makes it possible, later on, to adopt provisond and definitive ligts, atask which fdls to
the Autonomous Community’s Provincid Housing Department.

The municipality of Aranjuez

The municipality of Aranjuez belongs to the Autonomous Community of Madrid, and is Stuated
forty-seven km from the capital. Much of its economy is based on agricuture and the municipdity
covers an area of 201.10 knm2. According to the 1991 census, there is a population of 36 162, of
which alarge number (13 210 people) are in the 20-40 age group.

The totad number of housing units exidting a the beginning of the 1990s was 13 353, of which 10
621 were main homes, 470 were second homes and 2 262 were unoccupied.

Table 3: Municipal propertiesallocated for rented housing

Unoccupied housing units belonging to the municipal council 7
Housing units belonging to the municipal council and rented to individuals 36
Housing units belonging to the state, rented to the municipal council and sub-let to 17
individuals

Housing units belonging to the state, rented to the municipal council and unoccupied 1
Total housing units 61

The municipality of Majadahonda

The municipdity of Mgadahonda belongs to the single province Autonomous Community of Madrid
and is Stuated 18 km from the capital. The municipdity covers 38.50 kn?, and according to the
1991 census has a population of 33 475. The maority of these (13 259 people) are in the 20-44
age range.

The tota number of housing units at the beginning of the 1990s was 11 118, of which 8 945 were
main homes, 875 were second homes and 1 298 were unoccupied.

The cregtion of the Mgadahonda Limited Company in 1992 by the Municipd Council of
Majadahonda marked a new step in municipa activities in the property sector. Before the crestion
of this limited company, the council had taken responshility itsdf for housng development in the
town.



The following data show the types of rented housing belonging to the municipdity.

General data

Flats constructed by the Majadahonda Municipal Council

Table 4: Public housing development, Antonio Machado Street
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Category of accommodation Number of units Occupied
1 bedroom 4 4
2 bedrooms 4 4
3 bedrooms 6 5
Total 14 13
Hand-over date: November 1993
Table5: Public housing development, Granadilla Street
Category of accommodation Number of units Occupied
1 bedroom 20 20
2 bedroomns 14 14
3 bedrooms 32 32
4 bedrooms 2 2
Total 68 68

Hand-over date: May 1994

In order to manage the town's property assets, Mgadahonda Municipa Council set up the
Sociedad patrimonio municipal de Majadahonda, SA., with 100 per cent municipa capitd,
during the financid year of 1992. This company is respongible for managing the rents as well as the
Adminigration Committee set up by the tenants. It is staffed by an executive treasurer and an
adminigtrative assgtant, and the management bodies are the Administrative Council and a delegated

councillor.

Buildings constructed by the Sociedad patrimonio municipal de Majadahonda, SA.

Table 6: Lowrent housing for young people on Granadilla Street and Sta. Catalina

Type Number of units Occupied
Disabled access 2 2
2 bedrooms 55 55
3 bedrooms 18 18
Total 75 75

Hand-over date: 1 June 1996
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The Patrimonio municipal de Majadahonda SA. company is entirely respongble for both
management and congtruction.

Financial data

A Tenants Adminidrative Committee and a Landlords Committee have been set up in each
development to manage the property; both are administered by the municipa company Patrimonio
municipal de Majadahonda SA. Under this sysem, ordinary maintenance of the buildings is
financed by the tenants subscription.

Table 7: Maintenance expenditure over the last threefinancial years

1994 1995 1996
Rue Antonio Machado 207 055 187716 210500
Rue Granadilla(Town Council) 2302145 3904570 3768 080
Rue Granadinaand Sta. Catalina 2289000

Asthey were only built recently, there has been no expenditure on repairs to these buildings.

Table 8: Incomefrom rent

1994 1995 1996 Per centage
collected
A. Machado Street 2385612 2385612 2403 461 9.0
Granadina Street (town council) 9720634 16 888 944 17004 628 97.0
Granadina St. and Sta. Catalina 17983514 98.8

These sums correspond to the total income from rent due from each development. The rate of nor+
payment as of 31 December 1996, as a percentage of income for thisfinancid year, is dso shown.

Problems in the management of the buildings

There are bascdly two types of problem in managing municipa property: collecting rents, and
managing the buildings.

For the purpose of rent collection, the municipal council crested amunicipa company which would
have greater control and flexibility. The am was aso to bring management as close as possble to
the tenants and to maintain close links with them.

The high collection of rates are clear proof that this solution has been successful.

As mentioned above, Tenants Adminigrative Committees were s&t up to involve them in the
adminigration and maintenance of the buildings. The municipd company is respongble for the
adminigration of these committees and ams to manage the properties comprehensively and
effidently.
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M ANAGEMENT OF MUNICIPAL HOUSING IN THE UNITED KINGDOM

1 Derby

I ntroduction

Derby is a city with a population of about 232 200 inhabitants. This figure is riang by around 1 per
cent per year, athough this is outstripped by the growth-rate in the number of households. Thisis
reflected in the steady fall in the average household size in Derby from 2.71 people per household in
1981, t0 2.50in 1991 and to 2.43 currently.

Stock Details

Of Derby’s 96 973 residential properties (at 31 March 1997), 16 378 (16.9 per cent) are directly
owned and managed by the city council.

Table 1. Residential propertiesdirectly owned and managed by Derby City Council

Number of rooms Typeof building PreLlQ4_5 Post-194_15 Total
construction construction
Bedsit Bungalow 0 24 24
Flat 1 161 162
1 Bedroom House 72 2 74
Bungalow 155 798 953
Flat 119 2890 3009
2 Bedroom House 1051 1306 2357
Bungalow 3 265 268
Flat 10 1439 1449
Mai sonette 0 97 97
3 Bedroom House 4088 3542 7630
Bungal ow 0 106 106
Flat 0 25 25
Maisonette 0 61 61
4 Bedroom House 65 93 158
5 Bedroom House 4 0 4
6 Bedroom House 1 0 1
Total stock 5569 10809 16 378

Of these dwellings, 1 374 are designated specificaly for elderly people, incorporating a resident
warden and/or an darm cal system, with another 1 188 homes providing “very sheltered’
accommodation including additiond care.
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In April 1997, 2.0 per cent of the stock was empty awaiting letting. The average time taken to relet
properties during 1996/97 was six days. This represents a considerable drop over the last two years
from twenty-two days taken on average to relet a property in April 1995 and 16.5 in April 1996.

Allocation of city council properties

Under the Housing Act 1996, Derby city council has a duty to maintain a housing register including
the names of dl those seeking, and digible, to be housed by the authority. The regigter differentiates
between new applicants (those not dready Council or housing association tenants, 2 790 at 30 June
1997) and those wishing to transfer from a city council or housing association property to another
Council property (2 555 at 30 June 1997).

The city council is required under the act to dlocate its housing in accordance with a localy defined
adlocation scheme which mugt give “reasonable preference” to specific groups determined by the
Secretary of State. The city council is prohibited from alocating housing except in accordance with
this dlocation scheme. The revised dlocation scheme came into effect on 1 April 1997. Between 1
April 1997 and 30 June 1997, 986 households were alocated secure tenancies from the housing
register (702 new applicants, 284 transfers).

Under the act the city council has a duty to a homeess gpplicant who is digible for assstance, in
priority need, and not intentionally homeless, to arrange temporary accommodation for two years.
Between 1 April 1997 and 30 June 1997, the city council placed fifteen homeless households in its
own stock.

Despite a total of 3 409 lettings to city council stock in 1996/97, and 1 352 lettings (excluding
transfers) made by housing associations in the city, detalled andysis of need and supply reveds an
annud shortfdl of 390 affordable rented homes. Development of new affordable housing has been
unable to match this need. In 1996/97, the housing association provided 275 new units in the city;
only 123 new units are anticipated for 1997/98.

Delivering the housing service

The department’s housing service includes management and maintenance of the stock, with duties
split between “dlient” and “contractor”. The client function entails policy formulation, monitoring of
the provison of housng management standards and planning of the capita improvements and
programmed repars. The contract function includes day-to-day provison of the housing

management service (including management of day-to-day repairs).

Additiond services beyond management of the city council’s own stock include advice and support
to homeless people and @mmunity care groups with specific needs, support for private sector
renewva, and the enabling of affordable housng development by housng associdions. A
departmenta organisationa chart follows.



Figure 1: Housing and environmental services

Director of Housing and Environmental Services
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Table 2: A breakdown of staff numbers

Fidd of work Number of full-time equivalents (FTES)
Housing management & maintenance: contractor function 1655

Housing management & maintenance: client function 175

Caretaking, security and support services for city council 52.0

tenants

Warden service 62.0

Private sector housing support 61.0

Total 358.0

Ddlivery of the housng management contractor function is decentralised, with services provided at
fifteen loca housing officeslocated in areas with the highest concentrations of city council properties.

Financial information

The scope for capital investment in the city council’s stock, as well as support for private sector
renewal, has reduced markedly over the last three years as the table below shows. In cash terms,
capitd investment in the city council’s stock has declined by over £5 miillion in the last five years.
Capitd investment congraints have had a severe impact upon the programmed repair schedule,
resulting in a backlog of repairs amounting to £120 million.

Table 3: Capital investment from 1994/95-1996/97

Type of investment 1994/5 1995/96 1996/97
(amount in (@amount in (amount in
£1 000s) £1 000s) £1 000s)
Investment in public sector housing 15874 13867 10622
stock
Investment in private sector housing 4743 3682 3459
stock

Since 1 April 1990, the Housing Revenue Account has been required by legidation to be “ring-
fenced” from the generd fund. This means that there can be no cross-subsidies between the two
accounts. A summary of income and expenditure within the Housng Revenue Account over the last
three yearsisillugrated in the following table.



Table 4: Housing revenue account for 1994/95-1996/97

Income 1994/95 1995/96 1996/97
(amount in £1 000s) (amount in £1 000s) (amount in £1 000s)

Grossrent 26 559 27604 28 805

Housing revenue account 17192 17 666 18145

subsidy receivable

Housing benefit transfers 66 78 105

Investment income:

mortgage interest 191 162 137

other 150 116 63

Other income 405 113 426

Total income 44 563 46 039 47 681

Expenditure

Contribution to repairs 7271 7420 7506

account

Supervision and 7357 764 8010

management

Capital expenditure charged 1500 2300 1500

to revenue

Rent rebates 16521 17531 18443

Provision for bad/doubtful 320 262 324

debts

Capital financing costs 11818 12 057 12 206

Total expenditure 44 787 47 224 47989

Current housing management issues

Since the introduction of council tenants satutory right to buy their home, the number of properties
owned and managed by the city council has dropped considerably. In the last seven years done, the
total stock has dropped by 1 752. As those able to purchase have left the tenure, households with
low incomes or whally reliant on benefits are becoming increasingly concentrated in city council

housing. On 31 March 1997, 68 per cent of city council tenants were recelving housing benefit. The
concentration of socid disadvantage is compounded by the lack of funds to carry out substantia

physica improvements to edtates as discussed above. The city council is now experiencing severe
difficulty in letting homes on certain estates suffering socid and physicd deprivation. On 1 April

1997, the city council had 4 749 difficult-to-let properties.
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With only one tower block above six floors, the city council dbes not have the management and
maintenance problems associated with high-rise blocks to any significant degree. However, the
stock does include 1 715 properties (1 448 houses, 267 flats and bungalows) built using nor+
traditiona methods, typicaly usng precast concrete sections and sted and concrete frames. These
properties, though not in themselves defective, have serious maintenance problems. In addition,
because they were badly constructed, they are hard to heat and prone to damp and mould, thus
adding to management problems. An estimated £34 million is required to fully modernise these non
traditional properties.

Increasingly, the city council is working in partnership with tenants and leaseholders. A network of
thirty customer panels has been established throughout the city, together with an umbrella group, the
Derby Association of Customer Panels (the DACP). The DACP has direct links to senior officers
and members of the Housng Committee. There is dso a tenant representative on the Housing
Committee. Members of the pands are consulted on al mgor issues facing the housing service —
including introductory tenancies, changes to alocation policies and environ-menta improvements.
Derby’s tenant participation structure is presented below.

Environmental and security issues are important to tenants and the department dike. Over the lagt
year, the department has begun a community watch patrol to monitor void properties and vulnerable
areas on edtates and we have established safer estate agreements with the police in recognition that
closer working, relationships can help cut down crime. In addition, one of the main duties of the
cusomer panelsis to identify locad priorities for improvements to the environment and security. A
total budget of £365 000 was set aside in 1997/98 for customer panels bids. Work carried out
following pand bids include inddlation of security lighting and CCTV, refurbishment of vanddised
communa drying areass, and re-landscaping to both enhance the locd environment and reduce
“hiding areas’ and thus the fear of crime.



Figure 2: Derby City Council’s Tenant Participation Structure
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