





e Has the property been sold; and
— Name of the person/organization who bought the property
— Sales Price
— Date of Sale

e Comments

Ownership Status: When an asset is transferred to the municipality it can be transferred into
ownership or into use. Moreover, even if it is transferred into ownership, there may be restrictions.
This data field will allow municipalities to easily track whether it has ownership or use rights on
each property. There are four possible entries to populate this data field:

e Ownership;

e Ownership with restrictions;
e Sold; and

e Use Rights.

Restrictions (if applicable): Enter the use restriction defined, if any, in the Transfer Act from the
Central Government when transferring the asset to the LGU. If there are no use restrictions, leave
this data field blank.

Date of Acquisition: The date that the asset is acquired should be entered in this data field. Either the
date can be manually entered or selected from a calendar. The format should be DD/MM/YYYY.

Means of Acquisition: The method of acquisition should be entered in this data field. Methods of
acquisition include:

e Transfer from CG (Central Government);

e Transfer from LGU (Local Government Unit);
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e Donation; and
e Purchase.

Use Status: Typically an asset will be utilized by a budget institution or subordinate enterprise
within the local government or leased to a private third party. Regardless of whether it is a public or
private user of the asset, the entity that utilizes the asset is responsible for at least a portion of the
general upkeep and maintenance of the asset, as determined in the use agreement or lease contract.

For example, if the Education Department is using a school, they will be required to perform
maintenance so that the asset functions safely and properly. In the Asset Inventory, enter the name of
the public or private entity that is using and/or overseeing the asset.

Is the property under a leasing contract: The database provides a box to check if the asset is under a
lease agreement. If the asset is under a lease contract, additional detail on the contract should be
provided.

If the asset is not under a leasing contract, this box should not be marked and the reminder of the
lease questions left blank.

Name of Lessee: Enter the name of the person or entity leasing the municipal asset.

Price per month: Enter the amount the lessee pays per month, according to the lease contract, for use
of the municipal asset.

Lease agreement start date and lease agreement end date: Enter the date that the lease begins, not
the signature date of the lease contract. Also enter the date the lease terminates.

Has the property been sold?: If the property has been sold, check this box and enter the additional
sales information. If the asset has not been sold, leave this box as well as those for the additional sale
questions blank.

Name of the person/organization who bought the property: Enter the name of the
person/organization who purchased the asset.

Sales Price: Enter the sales price of the property in Lek.
Date of Sale: Enter the effective date of sale.

Comments: Enter any additional comments or information deemed relevant/important regarding the
use status, conditions on the lease agreement, or sales agreement. This area can also be used to
clarify if the lease arrangement is actually a concession agreement.

Step 3: Criticality Assessment

Step 3 includes information on the criticality rating of an asset. As described in Section VI.
Developing an Asset Management Strategy, a criticality rating essentially describes how important
the asset is to providing core and/or non-core services to the community, or if it is surplus and is not
necessary now or in the future for the provision of services and can be disposed of.

There are only two data entry fields in Step 3:
e Criticality rating; and

e Listreasons (if any) to change the criticality rating.
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Step 3. Criticality Assessment: for those assets that are classified as critical. please complete
a condition assessment.

Criticality Rating | | [Wiew Definitions for Criticality Rating ]

List reasons [if any] to -
change the Cnticality
Hating

[ EnterfEdit Condition Assessment I

Criticality Rating: The Asset Inventory includes a drop-down menu from which the User should
select one of four possible criticality ratings:

e Critical,

e Critical — Surplus;
e Non-critical; and
e Surplus.

Definitions of these criticality ratings are included for easy reference and more discussion of the
importance and how to determine which criticality rating to select is provided in Section VI.

List reasons to change the criticality rating: Reasons to change the criticality rating should be listed
here. There are various reasons which might, in the future, necessitate a change in the criticality
rating such as an increase/decrease in population, the deterioration of a building to the point where it
is no longer economically feasible to repair it, new core services, etc.

5.4 ENTER/EDIT CONDITION ASSESSMENTS

At the bottom of the Enter Asset Information screen is a button for Enter/Edit Condition Assessment.
As discussed in greater detail in Section V1, ideally for all assets, but certainly for critical assets, a
condition assessment should be conducted once every three years. By clicking on this button, the
User moves to a new screen: Condition Assessment. Here, information obtained from an on-site
inspection should be entered to be part of the electronic record on the asset.

Detailed guidance on how to conduct a Condition Assessment is provided in Section VI. Therefore,
discussion in this Section is limited to how the User of the Asset Inventory should transcribe the
information into the Asset Inventory.

The Condition Assessment form includes the following data fields:
e Inspector’s name;

e Inspection Type;

e Date of Inspection;

e Time of Inspection;

MUNICIPAL ASSET MANAGEMENT TOOLKIT 33



e Condition Rating;

e Confidence Level;

e Type of Maintenance;

e Target Maintenance Date; and

e Comments.

Inspector’s Name: Enter the name of the Inspector.

Inspection Type: There are three types of inspections: 1) measurable, 2) opinion, and 3) visual. The
User should select the most appropriate type from the drop-down menu. A measurable inspection is
one based on maintenance data or other documents that have recorded the status of the asset over
time, as opposed to interviewing people familiar with the asset (opinion-based inspection) or an
onsite inspection (visual-based inspection). When doing a measurable inspection, financial records
may be a strong indicator of how an asset is maintained; sometimes financial records can indicate if a
building received a new roof or had any other major repairs.

Date of Inspection: Enter the date the inspection took place.
Time of Inspection: Enter the time of the start of the inspection.

Condition Rating: Enter the condition rating that was assigned by the inspector at the time of
inspection. The choices included in the drop-down menu include:

e 1- New or Excellent Condition (no noticeable defects, no reason to expect failure, preventive
maintenance being done, new asset);

e 2 - Minor Defects Only (minor defects/wear, low possibility of failure, most preventive
maintenance being done);

e 3 - Moderate Deterioration (some defects/wear, low to moderate possibility of failure, some
preventive maintenance being skipped);

e 4 - Significant Deterioration (significant defects/wear, high probability of failure, health/safety
issues, no preventive maintenance being performed); and

e 5 - Asset Almost Unserviceable (excessive defects/wear, unit in a failed state, inoperable).

Confidence Level: Select from the drop-down menu choices:

e High;
e Low; and
e Medium.

The Inspector, during the time of inspection, should indicate how confident he/she is that the
data/information used during the inspection is reliable (i.e., High = confident, Medium = somewhat
confident, Low = not confident). Confidence levels are subjective and will vary based on the opinion
of the inspector that the data is correct. For example, a visual inspection that is not very thorough, for
example the inspector only looked at the outside of the building versus a visual inspection that
consisted of inspecting every room in the building, the elevators, the crawl space, roof, etc. would
have very different confidence levels.
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Type of Maintenance: Select the choice of maintenance indicted by the inspector from the choices
included in the drop-down menu:

e Decommission;
e Rehabilitation;
e Repair; and

e Replace.

Target Maintenance Date: Either the inspector or an Asset Management Specialist should determine
the targeted maintenance date, i.e., what is the preliminary plan for when the required maintenance
will be performed on a municipal asset.

Comments: Enter any issues or problems identified during the inspection; for example, the main
repairs needed on the asset problems with windows, walls, the foundation, the roof, etc.

5.5 GENERATE REPORTS

The second button on the Home page of the Asset Inventory is Generate Reports.

(o S Albania Municipal Asset Inventory Database i S
ey —

| menus | ©
All- Filer Edit- View~ Inset~ Tools- Window~ Help~

DEd&am Z| (6o n- J9- o BB (@ e

Toolbars

Albania Municipal Asset Inventory

Welcome to the Albanian Municipal Asset Inventory Database ) Local Governance
fid Program in Albania

This asset inventory database allows municipalities to track municipal assets [rastitunicipaliies

through a comprehensive asset register. This asset register inventories the
assets within a municipality to allow easy tracking through the use of forms and
reports. To get started with entering assets, click on the Enter Asset Information
button below. To view assets by specific characteristics, click the Generate
Reports button below.

I Enter Asset Information I

[ Generate Reports ]

[ Exit ]

" Target Municipality
B Disvict Boundaries

Form View Num Lack
/4 Start NCABES i =
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There are ten different standard reporting documents included in the Asset Inventory as shown in the
screen shot below.

s 1

=2] Albania Municipal Asset Inventory Reports =t
! Asset Inventory Report j [Ms&t Inventory Report - Summary]
[ Asset Condition Report ] [As&et Condition Report - Summary ]
[ Asset Criticality Report |  [Asset criticality Report - Summary |
[ Asset Leased Report ] [ Asset Leased Report - Summary ]
| Asset Sold Report | [ Asset Sold Report - Summary ]

The reports are designed to enable the Asset Management Unit to sort asset data based on a variety
of criteria. The reports allow the user to obtain either comprehensive or summarized data for five
main categories: asset inventory, condition assessment, criticality ratings, leases, and sales. The
comprehensive reports (those on the left side) provide a more detailed report on the assets and
provide a one-page summary, depending on topic, for each asset. The summarized reports (those on
the right side) provide brief information in one consolidated table.

The reports were designed based on the mostly common needs of municipalities; however, there may
be instances where a municipality requires data presented in a different manner. As users become
more experienced with MS Access, they can begin to develop their own reporting templates.
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6.0 DEVOPING AN ASSET
MANAGEMENT STRATEGY

Asset management is a sustainable business process that helps municipalities make investment
decisions about physical assets based on how important those assets are to the provision of social and
economic services. Developing an asset management strategy will allow municipalities to provide
social and economic stability and will create opportunity for growth through advanced decision
making.

To start managing municipal assets, the assets will need to be clearly identified through inclusion in
an Asset Inventory as described in Section V. Once all assets that a municipality owns or uses are
inventoried, the municipality can then determine which assets are critical to the social and economic
needs of the community. At that point, the assets’ condition should be assessed. Through these steps,
the municipality can decide which assets need to be kept and maintained by the municipality and
which assets can be leased or sold for profit.

6.1 DETERMINE WHICH ASSETS ARE CRITICAL FOR LOCAL GOVERNMENT
FUNCTION

Not every asset that a municipality owns or uses is important to the overall economic and social
stability of the community. Some assets are more important than others and should receive
proportionally more attention and resources from the municipality. Therefore, it is important to know
which assets are required for provision of municipal services. Determining which assets are the most
critical is a judgment call that the Asset Management Unit, with approval of the local council, will
make.

Assets can be given one of the Criticality Ratings shown in Table 5.

Table 5. Criticality Ratings

Criticality Ratings Description

Critical An asset that is used to provide essential services

A critical asset that provides essential services in excess amounts, such as an
Critical — Surplus aging primary school when there are other primary schools with adequate
capacity for the children in the municipality

An asset used in the provision of non-essential services that are deemed to be
desirable services provided to the community, such as sports and culture

Non-Critical

A non-critical asset not used to provide essential services or non-essential

Surplus services deemed desirable to provide to the community

Critical Property: These are properties that are needed by the municipality and should be retained
for use except when the asset will be replaced or decommissioned. Some examples of critical
property include school buildings, irrigation canals, and roads. Each of these assets provides essential
public functions that are economic in nature and are mandatory by central government law. For
example, all children must go to school to be educated (which will benefit future local governmental

MUNICIPAL ASSET MANAGEMENT TOOLKIT 37



functions), irrigation canals are essential for interstate and local commerce, and roads are essential
for public safety and transportation. The assets that are given poor condition ratings will have to be
repaired immediately to ensure that essential services are provided to the public or in cases when an
asset cannot be adequately repaired, it should be replaced either with an asset from the critical-
surplus criticality grouping or through purchase or construction of a new asset.

Critical-Surplus Property: These are properties that in principle would provide essential services
that are required local governmental functions, but whose services are not needed because of excess
capacity and/or poor condition. Because the asset’s function is critical in nature, the asset should be
kept under ownership of the local government until further use is needed. An example of critical-
surplus property is when there are multiple administrative buildings not filled to capacity, and the
consolidation of one or more of those buildings will both increase the capacity of that building and
also facilitate better coordination and communication between related administrative sectors.

If the asset is expected to be put into use in the near future, then the LGU should simply pay to
maintain the asset in good condition. Once the asset is put into use, it should be transferred to the
Critical Property group. If the asset is not expected to be put into use in the short-term, the
municipality can consider leasing the asset to a third party. By leasing the asset, the municipality will
successfully reduce the maintenance costs and increase revenues. The LGU should take into account
the expected time when the asset will be put into lease when determining the length of the lease
agreement.

If the asset is in bad condition or the municipality has so much excess capacity, the LGU may
consider reassigning assets from Critical-Surplus to simply Surplus.

Non-Critical Property: These are properties whose use provides services that are supplementary to
the mandatory functions of a local government. These services typically provide recreational or
cultural experiences for the community and often generate income for the local government. These
assets are desired by the community but are not necessary for the local government to function.
These assets can be owned and maintained as long as there are available budgetary funds. Some
examples of non-critical property are theaters, cinemas, parks, and sports premises.

Surplus Property: These are properties not needed for the delivery of mandatory/essential or
supplementary services. They are classified as surplus and either held for generating recurrent
revenue from lease or disposed to ease budget shortfalls. The asset management goal for these assets
is to maximize the financial return on the assets (which requires the highest and best use of the
property, if possible) and to control costs. These properties can be leased to generate revenues or
sold/privatized to generate revenues and property taxes. Some examples of surplus property are
former industrial buildings and factories and small parcels of land owned by the municipality which
should be sold.

In order to assign a Criticality Rating to each asset, the Asset Management Unit may elaborate the
characteristics of each Criticality Rating or can decide that the descriptions provided above (and in
the Asset Inventory) are adequate. Using the Criticality Ratings, the Asset Management Unit should
assign a Rating to each asset. The Criticality Rating should be recorded in the Asset Inventory and
will serve as the basis for how the asset will be managed in the future.

Once the Asset Management Unit has assigned a preliminary Criticality Rating to each asset, the
LGU executive, through the Asset Management Unit, should submit the list of assets and their
Criticality Ratings to the local council for approval.® It is essential that the local council understands

® An explanation of the importance of the criticality ratings and how they will be used should be provided to the municipal council by the
Asset Management Unit the first time criticality ratings are presented to them.
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the importance of assigning a Criticality Rating to each asset. The approval of the Criticality Ratings
by the local council provides the Asset Management Unit with the approval to begin initial steps to
analyze the possibilities to lease Critical-Surplus assets and to potentially sell or dispose of Surplus
assets. Note, this is only the initial approval to begin the necessary steps; further approval by the
local council is required before leasing or selling a municipal asset.

6.2 DETERMINE THE ASSETS’ CONDITION AND APPROPRIATE MAINTENANCE
OPTIONS

Once the municipality has identified the most critical assets, the municipality then decides which of
those critical assets have a high risk or probability of failing (such as if the asset is very old or in
poor condition) and what the major consequences would be if they did fail (major expense or safety
implications). Because all assets will at some point fail, how the municipality manages the
consequences of failure is very important. Simply look at the importance of an asset and think about
how bad the situation would be if it failed tomorrow.

Condition Assessments and Ratings: After an asset’s Criticality Rating has been identified, a
Condition Assessment should be conducted and a Condition Rating Score assigned. A Condition
Assessment provides insight into the nature of failure and the likely timing of failure. Developing
Condition Assessments allows the municipality to know when, where, and how to inspect different
assets and to foresee resulting budgetary costs.

A key purpose of a Condition Assessment is to establish the current condition of assets as a means of
prioritizing and forecasting maintenance and rehabilitation efforts. Condition Assessments can be
used to understand the level of asset deterioration and the impact it has on the probability of asset
failure.

Ideally, a Condition Assessment would be done every three years for each asset in the municipal
portfolio. However, keeping in mind both financial and staffing constraints, at a minimum a
Condition Assessment should be done once for all assets and then again every three years for those
assets that the municipality is using to provide services to the community (i.e., assets with a
Classification of Critical and Non-Critical).

The Asset Condition Report is shown below:
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@ rpt ASSET_COMDITION - Albania Municipal Asset Inventory Database =
o

Print Preview Menus
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Asset Condition - Report
Condition Rating:

Asset Category:

Asset Register [D: RRGRELIOT N ame:

Asset Hame: Inspection Type:
Cadastral Zone; Inspection Date: 1
Froperty Type: Inspection Time:
Location:
Maintenance Type:
Year of Construction: Target Maintenance Date:
Use Status:
Criticality:
Confidence:
COMMENTS:
Page: 1 | & o Fiter | | L il
Ready | Hum Lock Ij VG b 1008 (=1

An effective Condition Assessment includes the following information:
Asset Information:

 Category (i.e., General Public Expenditures, Public Services, Public Transport and Road
Infrastructure, etc);

« Asset Registration ID (provided by IPRO or a municipally created ID);

o Asset Name (e.g., Ali Demi Primary School, Qemal Stafa Stadium, or Health Clinic 5, etc.);
« Cadastral Zone;

« Property Type (i.e. building land, other object, street);

« Location (e.g., address, name of street, or nearby landmarks);

« Year of Construction; and

 Use Status (e.g., Education Department, name of private company, etc).
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Inspection Information:
« Inspector Name;

e Type (i.e., Visual inspection, Opinion-based inspection such as an interview, or Measurable
inspection such as from using maintenance data); and

« Date and Time of the Inspection.

Maintenance Information:

« Type of maintenance that is needed (i.e., Repair, Rehabilitation, Replace, Decommission); and
 Target date that the maintenance is planned to be completed by.

Condition Information:

« Criticality rating (determined prior to the inspection and approved by the municipal council);
« Condition Rating Score (see below on how to determine); and

« How confident is the Inspector that the data is correct? (i.e., High = confident, Medium =
somewhat confident, Low = not confident).

Basis for Score / Other Comments:

o Provide comments for the reasons why the condition rating score was selected, as well as any
additional information found during the assessment.

The Condition Rating Score is based on a scale from 1 — 5. Possible data elements that would help
determine an asset’s Condition Rating Score include age, visual observations, past performance, past
history of similar assets, knowledge-based estimations, and/or the level of asset use.

A Condition Rating Scoring system is shown in Table 6.

Table 6. Condition Rating Scoring System

Condition

General Detailed

Description Description Maintenance Level

Rating
Score

No noticeable defects, no reason
to expect failure, preventive
New or Excellent : ! . .
1 " maintenance being done, new Normal Preventive Maintenance
Condition
asset
Minor defects/wear, low
> Minor Defects possibility of failure, most Normal Preventive Maintenance,
Only preventive maintenance being Minor Repair
done
Moderate Mmo_r defects/wear, IOV\.’ possibility Normal Preventive Maintenance,
3 T of failure, most preventive : X
Deterioration . . Major Repair
maintenance being done
Significant defects/wear, high
Sianificant probability of failure,
4 gnificant health/safety issues, no Major Repair, Rehabilitate
Deterioration . ; .
preventive maintenance being
performed
5 Asset Almost Excessive defects/wear, unitin a Replace
Unserviceable failed state, inoperable P
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A sample Condition Assessment report is shown below:

l:;“"! \ rpt ASSET_COMDITION - Albania Municipal Asset Inventory Database e
—-‘/I Print Preview Menus @)
FERTE
Condition Rating: 3 - Moderate Deterioration
Asset Category: Education
et iias : 50018978 Inspector Name: Durim Selmani
Asset Name: Ismail Qemali Inspection Type: Wisual
Cadastral Zone: 9683 Inspection Date: 02-Apr-09 1
Property Type: Building Inspection Time: 13:00
Location: Parku Area :
Maintenance Type: Repair
Year of Construction: 1573 Target Maintenance Date:  12-Feb-10
Use Status: Education Department
Crticality: Critical
Confidence: High
COMMENTS: Two small leaks in the mofon west side of building
Large crack in the foundation
Wallz intact
Hinor water damage to ceiings
Four broken windows on second fioor of E ast side of building
All windowe should be replaced with double panes
Aftic requires insultation
Page: 1 11 | [ I
Ready Mum Lock L] Gl %§|1Dﬂ%@—@, ®_m

Maintenance: Effective maintenance practices help to minimize the total cost of asset ownership.
Maintaining assets will improve overall condition and performance of the asset. Depending on the
asset, a municipality can either wait until an asset breaks for maintenance to be performed (reactive
approach) or provide routine maintenance to prevent or prolong an asset from breaking (proactive
approach). A key requirement for the implementation of a proactive maintenance strategy is the
ability to anticipate when a failure will occur. Roughly speaking planned maintenance costs one-third
less than unplanned maintenance. For assets of low value or where the impact of failure is not
significant, additional maintenance is not cost-effective and municipalities should adopt a reactive
run-to-failure strategy. The municipality’s focus should be on maintaining the critical assets first.

Non-preventive Repair
(wait until it breaks) Rehabilitate

Preventive Replace
(plan before it breaks) Decommission
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When a failure occurs, the asset can be repaired, rehabilitated, replaced, or decommissioned. These
terms are defined as follows:

Repair Restoration beyond normal periodic maintenance; relatively minor in
nature with no enhancement of capabilities

Rehabilitation Replacement of a component to return the asset to the level of performance
above the minimum acceptable level; may include minor enhancement of
capabilities

Replace Substitution of an entire asset with a new asset

Decommission Taking the asset completely away (through removal or demolition)

Capital Improvements: A local government must use careful financial and management planning to
maintain its valuable assets to provide services for future generations. Capital improvement plans are
projects (including asset improvements, major repairs, and replacements) that need to be completed
in the future for the asset to remain or retain proper functionality. This information is important
because it allows the municipality to gain an understanding of upcoming obligations and the resource
needs so that financial resources can be planned accordingly. Characteristics of capital improvement
plans for local government units include that the asset:

 Isimmovable

 Serves an essential public purpose and

« Is the responsibility of a local government

And that the improvement to the asset:

« Enables a long, useful life or significantly extends the useful life; and
« Is comparatively expensive and not of routine nature.

Using the electronic Asset Inventory, the local government will need to look at the critical assets’
condition assessments and forecast when and where it believes it will face future demand and growth
and if the critical assets can handle that increased demand or whether the municipality needs to begin
using Critical-Surplus Assets. A local government should decide which assets are needed now or are
likely to be needed in the future and which assets can be disposed to generate extra income. A
portion of the capital improvements may be funded by disposing of surplus assets.

6.4 DETERMINE MANAGEMENT OPTIONS FOR ASSETS

Once an asset’s Criticality Rating and Condition Assessment have been determined, the municipality
can decide if that asset is essential to the provision of essential services and is needed to be managed
by the municipality for current or future use, or if the asset is only used for recreational uses and is
not needed to be retained or managed by the municipality. The following management options that a
municipality has for each asset are:

e Own and maintain;
e |Lease;

e Concession; and
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e Sell.

Table 7. Sample Management Options Based on Criticality Classification and Condition

Rating

Criticality Classification

Condition Rating

Options for Managing Assets

Own and maintain, lease, or concession

Critical 1-5
agreement

Critical — Surplus 1-5 lOWI’l and maintain or
ease

Non-Critical 1-5 Own and maintain; lease;
concession agreement

Surplus 1-5 Lease, concession agreement, or

sell
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7.0 GEOGRAPHICAL
INFORMATION SYSTEM

Once a complete digital inventory has been developed for a municipality’s assets, including
assigning a Criticality Rating to each asset and performing Condition Assessments, the information
can also be used in a Geographical Information System (GIS) to better enable policy-making
decisions.

A GIS is basically a combination of programs that realize a link between the mapping information
(otherwise called Graphic Information) and the available data (in the form of a database, in this case,
the Asset Inventory) thus allowing for several options such as geographical data archiving, reporting,
collection, refreshing, selection, and analyses.

The process of establishing this link between the geographic location and the alphanumeric
information (data) is widely used nowadays in various aspects of the decision-making process for
both community related processes and private businesses activity for issues such as distribution of
resources, processing of social data, planning, and business network analyses.

In a simplified way, the GIS can be described as a combination of different layers of information to
enable better analyses and management of the specific case. The combination of these layers of
information depends on the specific needs of the system users. Essentially, a GIS allows the user to
see their data on a cartographic map.

There are many important applications for a GIS system in asset management. A GIS system can
graphically show a municipality how close assets are to each other that are all used for the same
purpose. For example, a GIS system can map all education buildings or all health clinics. It can also
show the Condition Assessment for each education building. This type of information can help the
municipality make decisions about which buildings should be prioritized for repair, or if there is a
declining student population, which school should be closed down based on worse condition and
proximity to others schools to which the students can be sent.

This type of analysis can be extended to many other areas of asset management and depends on the
quality and quantity of the data added to the system, and the analysis performed by the Asset
Management Unit.

What is required to create and operate a GIS system?
A complete GIS system requires the following:
e Hardware

— GIS systems do not require specific hardware features. Hardware requirements are usually
related to the size of the database.

o Software

— There are several GIS software applications. For a municipal asset management GIS system,
Arc View 3.2, a cost-effective and readily available program, would be sufficient.

o Data

MUNICIPAL ASSET MANAGEMENT TOOLKIT 45



46

GIS systems rely on different formats of data collected including, but not limited to,
alphanumeric and cartographic. The Asset Inventory includes a substantial amount of
information that a municipal Asset Management Unit will need in a GIS system and
additional fields can be added depending on individual municipal needs.

Properly trained personnel

Specific expertise is required at the initial stages of establishing a GIS system, including
linking an asset inventory to the graphic and/or cartographic information. Once the system is
developed, municipal personnel with basic IT skills can then be trained to operate the system
on a daily basis including data entry, creating additional fields and production of required
reports.
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8.0 OPTIONS FOR MUNICIPAL
ASSET USE

LGUs are empowered under the current legislation to determine the most effective use of municipal
assets. There are no ready-made solutions for this and each municipal situation is different. Each
LGU must evaluate and assess its asset portfolio and determine how best to use municipal assets in
the delivery of services. Guiding principles include using the asset most efficiently to deliver the best
services to the community and ensuring the most complete and fair use of the asset while seeking to
reduce costs.

As discussed above, LGUs must classify assets according to those assets needed to provide essential
services, those assets needed to provide non-essential services, and surplus assets. Next, surplus
assets must be further examined to determine whether they can be disposed of or whether they
should be retained in the expectation that they will be needed in the future to provide services
(Surplus-Critical and Surplus). These decisions depend on the mix of services provided by the LGU,
population trends, and financial decisions.

The decision making process may include an analysis of the physical state, the economic value, and
the O&M costs for operating an asset; a market analysis regarding demand for an asset and potential
bid amounts; and if considering outsourcing the provision of service together with the use of an
asset, a market analysis on the availability and cost of service providers. Based on these analyses, a
determination can be made on each asset regarding the most suitable option(s) for its use to ensure
both qualitative and quantitative public services, as well as achieving cost effectiveness.

Options for use/disposal of municipal property are:

e Own use by a local budget organization or enterprise subordinated to the local government;
e Use by a state budget organization not under the administrative subordination of the LGU,;
e Lease; and

o Sale

o Public Private Partnership/Concession.

8.1 OWN USE

Using assets for own use means the direct use of the A Use Agreement is an agreement
asset by the local government unit’s own administrative whereby one party provides an asset for
structure including local budget organizations and the temporary use to a second party. A
enterprises subordinated and under the LGU’s direct Use Agreement is distinguished from a

lease agreement/contract in that there is
no payment under a Use Agreement.

supervision in order to accomplish the missions of the
LGU. No fee is charged for the use of assets in these
circumstances.

Who and how is the user determined in this case?

The user of a municipal public asset is determined by a decision of the local unit council, upon a
proposal by the local executive. This decision determines:
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Assets: Which assets will be used, including identifying details such as name and address, as well
as the movable property associated with the asset according to the physical and accounting
inventory.

Purpose of use: Functional areas for which the property can be used.
Length of agreement: Is the term of use open-ended or is it for a specific period.

Level of service (LOS) standards: Indicators to measure whether municipal assets are being used
to achieve municipal service targets and the degree to which these goals are being met.

Reporting requirements: Frequency, format, and content of required reporting.
Responsibility for maintenance: Minimal maintenance standards.

Responsibility for investment: Who is responsible for any necessary or desired investment in the
building.

Liability for damage: Who is responsible for the repair of any excessive damage outside of
normal wear and tear.

Use of excess capacity: Whether a budgetary organization or subordinated enterprise has the
right to sub-lease all or some of the municipal asset provided for use. If sub-leasing is allowed,
how are revenues shared.

Ability to determinate the use rights: What right does either party have to abrogate the
agreement.

Other limitations: Any other limitations on the use of the asset.

MUNICIPAL ASSET MANAGEMENT TOOLKIT



Case Study: Use of a Municipal Asset for Kindergarten Services

Asset: Building of Ali Demi kindergarten with movebale equipment as recorded in the
physical and accounting inventory.

Purpose of Use: To provide kindergarten service to children with a regisered addresss in the
municipaluity up to the age of three

User: Kindergarten management

LOS Standards: Class sizes no bigger than 20 students, 20 hours of tuition per child per week, 35
weeks of tuition per year

Period of Use: 5 years, renewable

Reporting
Requirements: Must report quarterly in established format

Maintenance: User is responsible for all maintenance which should be funded through budget
allocations.

Investment: LGU will pay for any required investment as resources allow.

Damage liability: The Director of the Kindergarten (by name) will be liable for any damage caused
through negligence.

Excess capacity: The user has the right to sub-lease any excess capacity with the prior approval of
the proposed lessee by the Asset Management Unit. Revenue from the sub-let will
be allocated as follows: 50% to the municipality and 50% to the user for budgetary
needs.

Ability to terminate: The LGU has the right to terminate the agreement in advance with 6 months
notice. The end of the use period must coincide with the summer school holiday.

Other limitations Use only for determined purpose.

The local council decision granting use of a municipal asset should normally include approval of the
draft Use Agreement between the municipality the user of the asset, although the local council may
allow the Asset Management Unit/Specialist to finalize the details independently. Sample Use
Agreements are included in Appendix 2 (for use by a public institution) and Appendix 3 (for use by a
subordinate enterprise).

The Use Agreement should be signed by the Head of the Asset Management Unit or the Asset
Management Specialist on behalf of the municipality and the head of the budget institution or
subordinated enterprise that will use the asset. If applicable, an inventory of movable assets
associated with the immovable asset can either be attached as an appendix to the Use Agreement or
as a stand-alone document in which case it should also be signed by both parties.

The Asset Management Unit/Specialist will document the transfer of the public asset for use to a
municipal budget organization. The following documents are normally part of the documentation:

e The decision of the local government unit council on the use of the asset;

e The Use Agreement signed by both the LGU and the budget organization or subordinated
enterprise; and

e An inventory of associated movable property co-signed by the LGU and the budget organization
or subordinated enterprise (as applicable).
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As in all other cases of asset use, the user is required to abide by all the rules and standards related to
asset administration, defined by laws and bylaws developed by the competent authorities, to include
relevant acts approved by the local government unit. In addition to the standard reporting required in
the Use Agreement, the local council or Asset Management Unit/Specialist may request special
reporting.

The Asset Management Unit/Specialist is responsible for ensuring that the Use Agreement is adhered
to by the user of municipal property, that the asset is being used properly, and that all reporting
requirements are being met.

8.2 USEBY A STATE BUDGET ORGANIZATION NOT UNDER THE
ADMINISTRATIVE SUBORDINATION OF THE LGU

The LGU may have an interest in providing a state (budgetary) structure, at no recompense, a certain
object for temporary use. This organization/institution is a public entity financed by the state budget,
but not within the respective LGU’s structure or subordinated to it.

In these cases, a Use Agreement should also be used (see example of a Use Agreement in Appendix
2). The Use Agreement details the provisions to allow a state organization the use of a LGU’s asset
at no cost and is essentially the same as a Use Agreement between the municipality and its own
budget organization detailed in the sub-section above.

Generally, but not always, a LGU would provide an asset free of charge for use by a state entity for
the provision of public services. Instances when this type of arrangement might be used include:

e Assets for the exercise of administrative functions (e.g. office space, etc);
e Assets for education programs (school facilities, etc.); and

e Assets for the public health function (health-care facilities, etc.).

8.2.1 Lease

The local government unit may elect to allow others to use its assets through a lease agreement for a
specific period of time and in some cases, only for a specific purpose. There are two primary reasons
a municipality may choose to lease a property:

1. The asset is not needed in the short- to medium-term, but may be needed in the long-term.
Therefore, the municipality does not want to sell the asset. A lease agreement allows it to
continue owning the asset, while eliminating maintenance costs and creating a revenue
opportunity.

2. A third-party will provide public services, for a cost, to the community. The LGU has determined
through careful analysis that the service can be provided more efficiently by a third-party. Note,
this is not to be used for essential, mandatory services, but can be used for non-essential services
provided to the community.

The forms of lease contracts that the LGUs may use based on the Civil Code are the following two:
e Simple lease contract; and
e Lease contract with the right for capital construction.

Simple Lease Contract
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The simple lease contract has some characteristic features that distinguish it from other types of
contracts. These features are:

e The lease contract is a legal relationship with mutual

LEEED/ A EI TR N UE3 obligations between legal subjects.

of real estate, equipment, or
other fixed assets for a specified

. L 9> e The lease contract includes remuneration for the right to use
period of time in exchange for

payment usually in the form of real estate, equipment or other fixed assets for a specified

rent. There are two variations on period of time.
a lease contract: 1) a lease to

own contract which eventually e It is a contract which is widely used both for movable and

results in the lessee becoming immovable assets.

the owner of the asset and 2) a

lease contract which grants Assets which may be provided in a lease contract include:
permission for capital

construction to the lessee. e Assets for economic functions (e.g. production or trade

facilities);

e Assets for economic and cultural activities; and
e Assets for residential purposes.

The lease contract is a consensual contract through which both parties agree to the terms of the

Details of a Lease Contract in Accordance with Articles 784 — 849 of the Civil Code

e The user shall properly maintain the property and use it for the intended purpose as detailed in the
lease contract.

For residential property, the lease contract cannot exceed 5 years. For other types of property, the
lease contract cannot exceed 30 years unless otherwise stipulated by law.

A lease contract for an asset used for agricultural cultivation exceeding nine years must be done
with a notary public and be registered in the public register.

The lease contract should detail the frequency and method of payment.
A lessee cannot sub-lease the property, or part thereof, without prior approval of the lessor.

The lessor is responsible for repairs, other than routine maintenance, for the duration of the lease
unless otherwise stipulated in the contract.

The lessee is liable for any damage.

The lessor can conduct an inspection of the property at any time to determine compliance with the
contract.

If the lease period stipulates a period of time, no termination notice is required.

If the lessee is late in returning the property, he shall pay the lessor the established rent until return
of the asset plus remuneration for damages.

The lessor is financially responsible for all taxes on the immovable asset.

contract.
A sample simple lease agreement is included in Appendix 4.

Lease Contract with the Right for Capital Construction
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A local government unit may provide another party the right to use a municipal asset for a specified
period of time for a particular purpose with the additional responsibility of improving the asset. This
is governed by a lease contract with the right for capital construction.

e The lease contract with the right for capital
construction is a mutual binding contract.

A lease contract with the right for capital
construction provides the lessee the right
to use and improve the lessor’s

* This _type of legal contract aims tO_ |mproye Fhe immovable asset in exchange for periodic
q_uaht;_/ of the property and provide periodic remuneration in cash or in-kind.
financial rewards.

e ltis a contract for transferring the rights over immovable property.

e [t grants the right and competence to use and enjoy the property.

Examples of situations when this type of legal relationship might be used include:
e Assets used for agricultural and food processing;

e Assets for water supply and sewage; and

e Forests, pastures, parks and public gardens used in the local interest.

Details of a Lease Contract with the Right for Capital Construction in Accordance with Articles 784
— 800 of the Civil Code

A legal contract whereby the lessee has the right to use the property and has responsibility for
improving it and in exchange must pay a periodic remuneration to the lessor.

The duration of the agreement should be determined in the contract.
The lessee cannot sublet the property.
The lease contract should detail the frequency and method of payment.

The lessee is responsible for routine maintenance. Any extraordinary repairs are the responsibility of
the lessor.

The lessee can request termination of the contract unless otherwise stipulated in the contract.

In the event the lessee requests termination of the contract, the lessor should pay the lessee for the
value of the improvements to the extent that the value of the property increases.

Lease Procedures

When leasing municipal assets, the goal of the municipality should be to optimize service provision,
maximize revenue, or both. The procedures used to lease any individual asset will affect these goals
and play an important role in determining the success of the municipality.

Regardless of the goal, the Asset Management Unit should conduct a competitive lease process. This
process entails publically announcing the lease of a municipal asset and disseminating it to the
broadest possible audience, including outside of the city. Depending on the asset, it may be a good
idea to advertize the potential asset lease in national newspapers. In addition, the municipality can
send the lease announcement to specific entities that it thinks would be interested particularly if the
goal is to optimize the provision of a specific service.

In conjunction with the municipal council, the municipal executive should determine the criteria by
which proposals will be judged, including a description of the premises, the minimum lease amount,
the minimum/maximum duration of the lease, any capital construction requirements, restrictions on
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use, and any other criteria upon which a lease contract might be judged (although generally, a
municipality should limit the criteria if the main aim is to maximize revenue). The weight allocated
to each criterion should be established in advance to ensure transparency. For example, although the
price of the lease might be the most important, the duration of the lease and frequency of payment
are also important. The municipality, depending on the future needs for the asset, may prefer a
shorter lease rather than a longer lease period, or vice-versa.

The announcement of the lease should specify any proposal requirements, including the criteria listed
above, the deadline for submissions, how to submit the offer (i.e. should it be in a sealed envelope,
does the application have to be hand-delivered, etc.), if a package of materials related to the asset is
available where it can be obtained, and the contact point within the municipality for any questions. In
most cases, the Asset Management Unit will want to prepare materials about the asset to be leased
and the lease procedure. The complexity of the planned lease will affect the amount of information to
be included in the material.

The above procedures can still be used in the event of a capital construction lease or in the event that
a municipality is going to restrict the potential uses of the assets. In these instances, the lease should
still be publicly announced, but the municipality will likely have to approach potentially interested
parties as well. Often, a municipality may be approached directly by a potential lessee interested in a
specific asset. However, the municipality should still go through the process of a competitive lease to
ensure that a) revenue is maximized and b) the asset is being put to optimum use.

8.2.2 Sale

Sale of an immovable municipal asset represents an important opportunity for revenue. However,
because the sale of an asset is irreversible, municipalities must carefully analyze not just current
demand for services but population growth trends and possible short- to medium-term changes in
demand to determine if the asset will be needed in the delivery of services in the short- to medium-
term.

The decision to sell a municipal asset must be made with a majority of all local council members.
Legally defined procedures must be followed by the relevant local bodies on the sale of a public
asset.

When a decision is made to sell an asset, this process must go through two phases:
e Asset evaluation; and
e Asset sale.

Albania is still in a transitory phase, passing from a centralized state economy to a market economy,
a phase which is accompanied by the privatization of former state enterprises. In order to regulate
this process, the Albanian legislation provides specific regulations on the sale of these former
enterprise assets, a part of which have as representatives of state assets the local government units.

Due to the above, there are two procedures that shall be followed for the sale of local assets:
e The sale procedure of assets under the former state enterprise privatization process; and

e Sale procedures of other local assets.
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8.2.3 Sale procedures of assets under the former state enterprise privatization process7

Asset Evaluation of Former State Enterprises

Procedures and criteria for the evaluation of assets of state enterprises to be privatized are
determined in CMD No.794, of 21.11.2007.

The evaluation is carried out by a commission created by the LGU chairperson and is chaired by the
Chairperson of the Public Enterprises Branch at the relevant prefecture where the facility is located,
and is comprised of:

e Evaluation experts of the relevant field, licensed and authorized
e Director of the enterprise where the asset is located

The evaluation committee shall be held legally accountable for the accuracy of the evaluation they
make and for compiling the documentation they sign (evaluation acts, situations, layouts, etc).

The evaluation of the state asset approved for privatization is done for every element of the asset by
the evaluation committee which determines the real market value in compliance with current
legislation.

In determining the real market value of state assets, experts also take into consideration the initial
accounting value, if applicable, and amortization in compliance with Decision No. 401, of
23.10.1989 of the Council of Ministers on Approval of New Norms for Amortization of Machinery,
Equipment and Transportation Means (see the chapter on Amortization for Replacement), for the
years the asset is in use, if applicable.

The evaluation committee, upon completing the evaluation procedures, requests from the Agency for
Asset Restitution and Compensation the selling price of the lot on which the facility to be privatized
is built, as well as the confirmation, if applicable, that there is an owner of this lot, recognized by a
decision of the Committee for the Restitution and Compensation of former-owners’ assets. In cases
when this price does not exist, the experts shall determine the current market value for the sale of the
lot of the facility to be privatized.

The procedural details and deadlines for evaluation are covered in Chapter 111 of the DCM no. 794,
of 21.11.2007.

Sale Procedures for Former State Enterprises

Upon completion of the evaluation process in line with the above stipulations, the asset is sold as
follows:

e In cases when it is confirmed that the facility is located on lots of expropriated subjects, the sale
is done without an auction, and the expropriated lot subjects, in compliance with Law no. 9583,
of 17.7.2006 on Amendments and Additions to Law No. 9235, of 29.7.2004 On Restitution and
Compensation of Assets have the right to purchase the facility at its initial value.

e In cases when it is confirmed that the facility to be privatized is not located on lots of
expropriated subjects, it is subjected to an auction in compliance with the procedures of this
decision. If, on the date when the auction is held, the expropriated lot subject presents

" In this case, the asset sale does not generate income for the LGU, because according to CMD No. 794, of 21.11.2007, 100% of
incomes generated by this sale go to the State Budget for the purpose of the financial compensation fund for expropriated assets.
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himself/herself with the legal documentation certifying ownership over the facility lot, then the
expropriated subject has the right to purchase the facility at its initial value.

All sale and auction procedures shall be observed by the Public Asset Administration and Sale
Directorate in the Ministry of Finance. The auction commission has a LGU representative.

Procedural details and terms of the sale and auction process are determined in Chapter IV of CMD
No0.794, of 21.11.2007.

8.2.4 Sale procedures of other local assets

With regard to the sale of other assets, which are not part of the former state enterprises, the local
government units shall apply the public auction method, procedures of which are provided for in
Law No. 9874, of 14.02.2008, on Public Auctions.®

Public auction is understood as a sale procedure through which the ownership rights to an asset are
transferred in the form of public bidding based on the highest bid offered. Regardless of the
procedure type to be applied, the LGU shall respect some general criteria on auctions including:

e Non-discrimination and equal treatment of participants in public auction procedures;
e Transparency of public auction procedures; and

e Fair treatment of requirements and liabilities as related to participants in the public auction
procedures.

Asset Evaluation of Other Local Assets

Preliminary evaluation of the asset to be sold shall be made by a commission created by the LGU
chairperson. This committee must be comprised of assessment experts in related areas who may or
may not be LGU staff.

Estimation of the initial value of an asset to be auctioned is based on the Actual Monetary Value
(AMV), market prices, INSTAT, or other official data. The initial value also includes the fiscal
liabilities related to the asset’s nature. The assessment method for the initial value shall be
determined in public auction regulations which are yet to be approved by the Council of Ministers.

Sale Procedures of Other Local Assets

After the initial evaluation, the local asset can be sold through three types of procedures:
e Open procedure;

e Buyer selection procedure;

e Negotiation procedure, with prior notification of the auction.

Regardless of the form, the auction procedures are applied by the LGU’s executive authorities
(chairperson and asset management staff) in conjunction with the municipal council. This includes
setting the parameters of the sale, including the type of sale and setting the minimum sales price if
desirable. The head of the LGU shall create a special structure called an “auction unit,” which shall
have specific duties and responsibilities to be provided for in the public auction regulations expected
to be approved by the Council of Ministers.

® This law is expected to be completed with its respective by-laws which are still pending Council of Ministers’ approval as of February
2009.
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In all instances, after the conclusion of the auction procedure, the final decision/approval on the asset
sale shall be taken by the LGU’s respective council.

Open Procedure: The open procedure for auctions allows every interested buyer to submit his/her
offer. The open procedure is applicable to all auction types even when applying the selection or
negotiation procedure.

In the open procedure, the selling authority publishes an announcement in compliance with the
relevant procedures of Law No. 9874 (Articles 23 and 24), which includes a description of the asset
for sale. All bidders submit their offers including the financial offer and proof of meeting the
selection criteria according to the relevant requirements (such as minimum price, bank guarantee of
funds, etc.).

After the deadline for bid submission, determined in the auction announcement, the LGU opens the
bids, verifies the bidders’ qualifications or deficiencies, documentation, and after comparing the bids,
selects the winning bidder based on the highest price offered.

Buyer Selection Procedure: The buyer selection procedure is the auction through which only pre-
selected candidates by the LGU may submit their bids. The buyer selection procedure may be used
by the LGUs to carry out a sale in cases when:

e Due to its special and complex character, the asset for sale may be offered to only a limited
number of buyers.

e Itis beneficial to the LGU to initially analyze the bidders’ qualifications and capacities and then
invite the ones of minimum specific qualifications to submit their bids.

This type of auction is carried out in two phases. Phase One has to do with the preliminary
qualification of candidates according to the legal criteria determined and published by the LGU.

Then, the LGU sends an invitation to bid to the selected candidates requesting them to submit their
bids and the required documentation in Phase Two. After the submission deadline, the LGU opens
the bids and announces the winner based on the highest price offered.

Negotiation Procedure with Prior Notification of the Auction: The negotiation procedure is when
the LGU itself selects potential buyers and negotiates the terms of the contract with one or more of
them. The LGU may use the negotiation procedure only in the event that the municipality has
attempted the sale twice through either the open procedure or the buyer selection procedure and these
procedures have not resulted in a buyer in compliance with Albanian legislation. Moreover, the asset
cannot have undergone any fundamental changes in between the failed open procedures or buyer
selection procedures and the launching of a negotiation procedure where fundamental changes
includes sub-division, extension, serious investment, etc.

LGUs are only allowed to use the negotiation procedure after two failed open procedures or buyer
selection procedures have failed in order to ensure that the principles of fair treatment,
proportionality, and transparency are respected. The LGU negotiates with the bidders to adapt their
offers to conform the requirements established in the announcement in order to select the best offer.

At all times, the LGU shall guarantee fair treatment to all bidders during the individual dialog with
each one of them. No confidential or discriminating information or information that may favor one
bidder over the others shall be divulged.
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Once the auction procedure is completed as using one of the procedures described above, a Sale
Contract is signed in accordance with the Civil Code.’

Regardless of the type of sales procedure utilized by a LGU, the law mandates that every six months
the LGU submits a report to the Public Procurement Agency on auction related activities.

8.3 PUBLIC PRIVATE PARTNERSHIP/CONCESSION

8.3.1 Public Private Partnership

A Public Private Partnership (P3) is a risk-sharing, contractual relationship between public and
private partners through which the private partners (1) funds, builds, renovates, or redevelops real
property assets (e.g. physical facilities/infrastructure) and/or (2) operates, maintains, and/or manages
a public service or facility. Initially, public-private partnerships were used in Europe after the 1970s
by governments as an instrument to minimize public debts accumulated in public budgets as a
consequence of the need to invest more than tax revenues covered.

P3s are now utilized throughout the world by both central and local governments to improve the
quality of service while reducing public expenditures, while at the same time benefitting from
efficiencies resulting from private operation. As stated by the National Economic and Social Council
in Dublin, P3s:

e Plays a central role in the quick development of the strategic national infrastructure;

e Produce long term value for money — a concept that comprises efficiency, effectiveness and
economy, rather than a mere cost minimization; and

e Provides qualitative public services.

What is a Public Private Partnership?

A public-private partnership is a commercial contract between a public entity and a private partner.
When used by local governments, the contract typically envisages that the private sector:

e Exercises a local function for or on behalf of the LGU, or manages and/or uses a local asset for
its commercial purposes.

e Undertakes critical financial, technical and operational risks related to the:
— Exercise of the local function; and
— Local asset management or use.

e Profits from the exercise of the local function, or from the use of the local asset, or both, by:
— Payments issued by the LGU,;

— Fees that the private partner is allowed to collect from the users or the clients of the provided
service; and

— A combination of the above two cases.

® The Civil Code is explicit on which clauses a sales contract should include, therefore, no sample sales contract is included in the
Appendices.
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From the above definition there are clearly two P3 types:

e When the private sector exercises a local function

e When the private sector makes use of the local asset for commercial purposes.
What is a P3 not?

It is important to identify that:

e A P3isnotamere delegation of the local function where the crucial financial, technical and
operational risks are covered by the LGU;

e A P3isnota donation given by the private sector to provide public goods;
e A P3is not the privatization of a local asset; and
e A P3isnota loan taken by the LGU.

In Albania, P3s have only recently come into use despite the introduction of the concept in
legislation passed in 1995. However, it is only with the passage of Law No. 9663, of 18.12.2006, on
Concessions that introduced concessions as the sole form of public-private partnerships
acknowledged in Albanian legislation.

8.3.2 Concessions

According to Albanian legislation, a concession is an agreement, regardless of the name given,
between the contracting authority and the concessionaire which assigns responsibilities to the
concessionaire including:

e Carries out financial activity that would otherwise be carried out by the contracting authority for
a concession project, administration contract or other public services.

e Undertakes all or an essential part of the risk related to the financial activity.
e Profits through:

— Direct payments from the contracting authority or on its behalf;

— Fees or payments collected from the users or buyers; and

— A combination of these fees and direct payments.
In order to conclude a concession agreement, there are two procedures:

e Procedures for solicited proposals — when the LGU identifies and requests potential concessions
as needed. These procedures are provided for in Articles 11-21 of the Law on Concessions.

e Procedures for unsolicited proposals — when a proposal to undertake concession projects is
submitted to the contracting authority which is not in response to a request made by the
contracting authority within the context of a competitive selection procedure. These procedures
are provided for in Article 23 of the Law on Concessions.

Economic activity concessions that, in accordance with Albanian legislation, are within the authority
of the LGU are referred to as local concessions.
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Sectors where Local Concessions can be Utilized

Local concessions may be granted by the LGUs for economic activities in these sectors:

e Transportation (railroads, rail transportation, ports, airports, roads, tunnels, bridges, parking lots,
public transportation);

e Production and distribution of electrical power and heating;

e Water production, distribution and administration, in processing, collecting, and distributing
sewage; irrigation; drainage; and the cleaning of canals and dams;

e Collection, transportation, processing and administration of solid waste;
e Preschool and sport;
e Tourism and culture;

e Recycling projects, rehabilitation of land and forests, industrial parks, shelters, governmental
residences, information technology maintenance services and database infrastructure; and

e Administration contracts or in carrying out public services to include those of the aforementioned
sectors.

Identification of potential local concessions is done by the LGU executive bodies in cooperation with
the Concession Processing Unit in the Ministry of Economy or by the private sector through
unsolicited proposals. However, any concession and the associated contract must be approved by the
local council.

The LGU executive bodies, with the assistance of the Concession Processing Unit, carry out the
financial analysis and feasibility study in order to deem whether a potential local concession should
be applied. This analysis is based on the financial value of the contract, on the commensurability of
potential concessions with local strategic objectives, technical and commercial feasibility of the
potential concession, and its capacity to attract potential concessionaires and private financings. In
addition, the analysis must include an evaluation of the impact on the quality and quality of the
service provision to the population, and the resulting financial impact on both the municipal budget
and the users of the service.

A concession agreement is a very complex document which must be drafted with great care to ensure
that the local government’s interests are well-protected. There are numerous examples around the
world of insufficient language being included in the contract to allow the local government to
adequately oversee the concessionaire or a lack of details resulting in misunderstanding on the part
of the public and/or private partner in terms of its responsibilities. For this reason, it is essential that
the LGU obtain legal assistance when drafting and negotiating a concession agreement. However,
the text box below contains essential items which should be considered by a LGU when drafting a
concession agreement.
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Typ

60

ical Concession Contract Clauses

The nature of the work or services to be provided by the concessionaire.

The length of the concession contract (by law not to exceed 35 years).
Assistance, if any, from the LGU to obtain the necessary licenses and permits.
The liabilities of the LGU and the concessionaire.

The remuneration of the concessionaire in terms of payment from the LGU and/or payments from users
of the service including the method of calculation and the frequency of payment.

Any restrictions on the concessionaire in terms of maximum fees that can be charged to clients,
restrictions on changes to existing staff or staffing plans, required level of service standards.

Procedures for review of engineering or construction plans by the LGU.

Reporting requirements from the concessionaire to the LGU and LGU rights to oversee and monitor the
concessionaire.

Ability of the concessionaire, if any, to transfer its concession rights to a third party.

Limitations on the use of the asset by the concessionaire.
Limitations and consequences of force majeure.
Instances when the agreement can be revised or terminated by either party.

Instances when the LGU can temporarily undertake the administration of the infrastructure asset to
ensure effective continuous service.

Required warranties and insurance policies to be maintained by the concessionaire for the life of the
contract.

Procedures for the correction of any contract violations.

Method of resolution in the event of a disagreement.
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9.0 TRANSPARENCY AND
CITIZEN PARTICIPATION IN
ASSET MANAGEMENT

Managing municipal assets is done for the good of the community in order to enable public services
to be provided in a cost-efficient manner. The management of public assets by local government
units should always be a transparent process with public participation in order to support the
stewardship of public assets. The engagement of civil society in participatory and transparent
processes with the executive, legislative, and private sectors can make the difference between a well-
governed and a poorly governed local government.

9.1 WHY ESTABLISH TRANSPARENCY AND PUBLIC PARTICIPATION IN ASSET
MANAGEMENT?

9.1.1 Transparency and public participation are a legal requirement

e Atrticle 35 of Law No. 8652, of 31.7.2000 on the Organization and Functioning of Local
Government stipulates that public hearings are required in cases of asset disposal or the transfer
of assets for use to third parties.

e The European Charter for Local Government, of which Albania is a signatory, stipulates that
local municipalities must ask the public’s opinion in a timely and proper manner during the
planning and decision making process for issues directly related to municipal property (Article 4,
par.6).

9.1.2 Transparency and public participation are important conditions for good and effective
governing because:

e A basic objective for a successful, effective democratic local government is to fulfill the
community’s needs through the provision of goods and public services. The use of municipal
infrastructure is vital to provide safety, economic development, social well-being, and cultural
advances.

e Decentralization and local autonomy allow citizens to participate in decision making processes in
a wider and more qualitative manner. Managing public assets affects public citizens in their
everyday lives. Decisions like the construction of a road, bridge, or water supply system or the
functioning of a school or health clinic will be of interest to the general community and should be
discussed in an open manner before final decisions are made.

o Citizen participation can legitimize a program, its plans, actions, and leadership. Legitimization
can often mean the difference between success and failure of community efforts. Unsupported
leaders often become discouraged and drop activities that are potentially beneficial to community
residents.
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e |t ensures that assets are used cost effectively and in cases where assets are leased or sold,
ensures that the highest possible lease or sales price is obtained.

9.1.3 Transparency and public participation are required for common property

In democratic governance, citizens are not only beneficiaries, but they also must oversee those
elected to govern. Local councils are their representatives, and designated chairpersons are
authorized to act on and manage common property on their behalf. Public assets are common
property used by the entire community and the way they are managed and used must be evaluated by
the public. Citizen participation in community affairs serves to check and balance political activities
to ensure public asset use for future generations.

9.2 WHAT ARE THE EXPECTATIONS FROM TRANSPARENCY AND COMMUNITY
PARTICIPATION?

Transparency and community participation increase public awareness of civic functions and allow
collective decision making for managing public property. Public participation strengthens and
contributes to the local government, improving conditions within the community. Benefits include:

e Increases accountability of publicly elected officials and the role they provide in managing
assets.

e Increases collective public engagement to solve problems and identify issues that are of interest
and importance to the community at large.

e Increases public understanding of asset management that allows consensus for more effective
local governance related to public asset use and investments.

e Increases trust both with citizens in their local officials (realization that local officials are
performing for the good of the community) and with local officials and their citizens (realization
that citizens can legitimize the asset management process).

9.3 WHAT METHODS OF COMMUNITY PARTICIPATION CAN BE USED?

9.3.1 Passive participation

Passive participation of the public is when the community is aware of the development of governing
processes through information dissemination. Information is released to make the community
knowledgeable of practices that are in place. Passive participation includes:

e Reading publications of decisions;
e Attending informational meetings;

e Becoming aware of information via the media (including television, newspapers, radio, internet,
etc); and

e Observing reports on asset inspections and financial data.
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9.3.2 Active participation

Active participation of the public is when the community is able to provide feedback on asset
management matters and contributes in addressing and solving issues. In these cases the community
Is proactively participating in decision making regarding municipal assets. Active participation
includes:

e Opportunities for public comment on draft decisions;

e Public discussions on activities carried out for asset management;

e Participating in citizen satisfaction and situation surveys; and

e Establishing organizations and working groups to articulate the community’s position/stance.

Both forms of citizen participation are necessary in democratic governing activities but active
participation by members of the community contributes to the community’s role as a significant
stakeholder in the municipality’s overall prosperity.

9.4 WHAT TYPE OF ISSUES WILL THE COMMUNITY BE INTERESTED IN THE
MANAGEMENT OF PUBLIC ASSETS?

Public participation will ideally be included in all aspects of municipal asset management.
Community participation can be extended in the following areas:

e Asset ownership, use, and disposal;
e Asset condition, maintenance, and level of service; and

e Financial indicators of asset management.

9.4.1 Public asset ownership, use, and disposal

It is important for the local government to be aware of community opinion about different categories
of assets used for social services. It may be important to a community to have cultural and
recreational activities provided or it may be important to a community to have adequate sidewalks
along busy roads. It may also be important to a community to have both recreational activities and
sidewalks. It is vital for the local government to assess the priority of importance in community
wants and desires. Participation perceptions can be helpful when establishing ownership (through
transfer by the central government, changes in the administrative-territorial division, donations and
purchases), changing the asset’s use (through administration by the local government or by third
parties through leases or concessions), and when disposing of current assets (through demolition or
sale).

Transparency and community participation are important in cases of asset sale or temporary use
transfer in a concession or lease. For example, in the case of a use transfer of the water supply and
sewage system in the form of a concession (in the context of a potable water supply system), the
community must both be informed and allowed to give its opinion regarding: what is the need to take
such actions; what would be the effects in the level of service in the future as compared to the current
levels of service; what would be the financial effects on the municipality’s revenue; what will be the
impact on the cost of service owed by citizens; and how the public revenue would be redistributed by
the concession of the public asset?
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9.4.2 Asset condition, maintenance and level of service

An asset’s condition can have a profound effect on the asset’s availability for public use. Condition
assessments should be made publicly available if requested and all maintenance records should be
kept on file to show historic performance of the asset in order to guarantee public safety. The public
assets’ level of service standards should also be documented to determine if the standards are
adequately being met. Participation by interested citizens in assessing the standards and determining
revised standards will be helpful in determining public expectations of municipal assets. See Section
IV: The Role of Local Actors in Asset Management for information about level of service standards
and Section VI: Developing an Asset Management Strategy for information about condition
assessments.

9.4.3 Financial indicators of asset management

Economic development is an important aspect of any community. A clear understanding of assets
and liabilities is a precondition for moving forward intelligently with financial management in local
governments. Public citizens have a vested interest in the economic position of their government,
including the public assets that are managed; and citizens need to be informed of how assets fulfill
public functions and the ability of income generation activities to support the fulfililment of these
public functions. The public should therefore be conscience of assets that could be better utilized
through leases or privatization and should be informed if necessary assets are not operating cost
efficiently.

9.5 HOW CAN THE LOCAL GOVERNMENT ENSURE TRANSPARENCY AND
CITIZEN PARTICIPATION IN ASSET MANAGEMENT?

9.5.1 Direct communication with the public

Open Meetings with the Public: Public meetings are instrumental in addressing community needs
and can provide a framework for open discussion and evaluation. In order to obtain good results
from open meetings, it is important to carefully organize the meeting space and meeting agenda:

e Notify the public in a timely manner on the venue, time, and issue to be addressed through media
such as newspapers, radio, television, and written notices posted in public spaces;

e Arrange the meeting space to be an appropriate size for the group expected and to have an
adequate number of chairs as well as fact sheets/leaflets to distribute on the issue;

e Prepare a detailed presentation of the issue;
¢ Include time to allow the public to ask questions and provide input; and
e Provide written conclusions after the meeting.

Surveys or Questionnaires: Surveys or questionnaires are used to gather data on public opinions that
the local government can use to understand customer values and expectations. The survey or
questionnaire should include a clear description of the issue at hand as well as the issues where
public opinion is needed. It should include a representative sample of participants from the
community (i.e., not given to one particular group or neighborhood), be given to a specific
percentage of the population, contain specific and direct questions, and specify the date or timeframe
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that the survey should be completed. The municipality should develop a final analysis report of the
survey data and make it available to the public at large.

For example, for a public opinion survey on the construction of a new market on a parcel of vacant
public land, the following issues may be included:

1. Do you see a need to construct a market on this land?
2. What would you like the market to be used for?
a) Fruits and vegetables;
b) Clothing or retail shops;
c) Construction materials; and
d) Industrial materials.
3. How should ownership or use rights be determined for the market?
a) Municipality;
b) Private company; and
c) Concession.

Referendums: Referendums are one of the most democratic and comprehensive ways to assess the
community’s opinion on a particular issue. They are typically organized to coincide with a vote on
relevant legislation in order to approve an issue. Citizens vote on the issue at hand, and the majority
vote determines the outcome of that issue. Referendums are an important method that the public can
use to establish a decision about an issue, however, referendums are limited to specific pre-
established voting dates which may not overlap with the timing of the particular issue.

9.5.2 Organizations and groups representing the community

Non-governmental organizations and non-profit organizations can represent a specific group of
citizens or an entire community. These organizations can serve as the monitors of the asset
management process or they can focus on specific issues brought by citizens. These groups typically
act as the representative for a collective group of citizens and speak on their behalf. These
organizations often have good working relationships with both the local government and the
community and can act as an intermediary in some cases.

Working groups are created to focus on a short-term, specific topic. These working groups include
specialists and/or experts on the issue at hand and the group members should be objective in order to
represent the civic opinion. Such groups can be established by the municipality or commune council,
within permanent committees regarding issues to be discussed at the relevant council.

9.5.3 Committees, councils, and boards

The creation of working committees can be used to represent certain aspects of the community. For
example, “planning committees,” “the school board,” “procurement committees,” etc within the
municipality are established entities that make decisions on behalf of the community. These groups
act for their constituency and have the ability to make decisions based on what they feel is good for
the public.
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9.5.4 Media

The media play a major role in the communication between local government and the general public.
The media, including television, newspapers, radio, internet, etc, serve to disseminate public service
announcements that inform or educate the public about an issue or topic. The local government can
use the media to:

o Convey messages;
e Relay decisions;
e Provide coverage of local government meetings; and

e Publicize lease or sale of public assets.

9.5.5 Asset management unit

The Asset Management Unit is responsible for the day to day functions of the municipality’s asset
management program through the direction of the mayor, including relaying information to the
public, media, and potential users of municipal property. The Asset Management Unit interacts with
the public on all issues related to the management of municipal assets and addresses public concerns
and comments. In regard to public participation on asset management issues, the Asset Management
Unit should:

e Provide an easy access point for citizens to go to when they have a problem with the use of an
asset;

e Direct citizens to appropriate service institutions functioning at the local unit;

¢ Inform interested persons on the decisions made by the legislative bodies and institutions
functioning at the local government unit;

e Follow up and support public communication activities organized by the unit; and

e Ensure that lease and sale notices are widely disseminated.
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10.0 CONCLUSION

The transfer of public property to Albanian local government units represents an excellent
opportunity to improve local service provision and is a potential source of local economic
development and revenue. Used efficiently, LGUs can reduce expenditures and increase revenues
while improving the quality and quantity of services provided to the local community.

Using the tools provided in this Toolkit, LGUs can begin to analyze their newly acquired assets to
determine the best use of each asset. The tools provided allow the municipality to inventory each of
their assets to develop a comprehensive picture of the municipality’s asset portfolio. The inventory
allows the LGU to have all relevant data on municipal assets in one easy to use format which can be
used to generate a variety of important reports for the Asset Management Unit, the council, or the
mayor.

Thereafter, the LGU can analyze the use of assets through criticality ratings, condition assessments,
and the Geographical Information System. This analysis is the basis for asset management decision-
making including setting level of service standards, determining if there are any surplus assets that
can either be leased, sold, or used in a public-private partnership, and allocating limited investment
funds. Appendices to this Toolkit can be used by LGUs to ensure that the assets are correctly used by
budget institutions and subordinate enterprises through sample use agreements and as a starting point
for creating municipal lease contracts.

Municipal assets should be carefully protected to ensure proper management. It is important that the
local council and the executive work together to ensure that the assets are properly managed and
used correctly. Decisions on sale, lease, and concessions need to be made collaboratively by the
council and the executive to ensure a balance of powers at the local government level. Moreover, the
disposal and use of assets by the local administration should be done in an open and transparent way
to not only protect against corruption, but to ensure that the community understands asset
management decisions and feel comfortable that the policy is designed to optimize the quality and
quantity of services provided based on fiscal reality.

Despite the wealth of information provided in this Toolkit, it will be supplemented with case studies
as Albanian LGUs begin the process of managing their new assets.
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ANNEX 1: SAMPLE JOB
DESCRIPTION FOR ASSET
MANAGEMENT SPECIALIST

Title: Asset Management Specialist
Supervisor: Head of Asset Management Unit or Mayor

Position Summary: The Asset Management Specialist is responsible for ensuring that municipal
assets are properly maintained in order to provide a high quality of service to the community while
ensuring that municipal assets are maintained to allow optimal utilization while minimizing costs. In
addition, the Asset Management Specialist will manage surplus property (those properties not needed
now or in the short to medium-term future to provide essential and non-essential services) such that
revenues are maximized. The Asset Management Specialist protects the municipality’s interest with
regard to municipal assets, and ensures that the municipal council has sufficient information to make
policy decisions. The Specialist is responsible for maintaining an orderly record-keeping system to
track relevant data for each municipal asset.

The Asset Management Specialist should have an in-depth knowledge in municipal asset
management practices and procedures and regulations so that s/he can act independently and
establish priorities. The ability to work under demanding conditions with very short deadlines and
the need for courteous and effective relationships with the stakeholders are salient features of this
position.

Duties & Responsibilities:

Regqistration and Inventory

« Ensure that municipal assets are properly registered with the Immovable Property Registration
Office

« Maintain a hard-copy file for each municipal asset

« Develop and maintain an electronic inventory, or Asset Register, of municipal assets which will
include all relevant data including ID number, location, current use, etc.

« Maintain the Asset Register by recording changes to assets made in response to the acquisition of a
new asset, the disposal of an existing asset, or maintenance or operational needs

« Perform analyses and assessments of asset condition and criticality

Use of Municipal Assets by Budget Organizations or Municipal Enterprises or Lease or
Concession of Municipal Assets

« Develop use agreements, for approval of the municipal council, for budget organizations and/or
municipal enterprises that govern the use of municipal assets by budget organizations or municipal
enterprises

« Develop recommendations for the municipal council on municipal assets which should be leased
to third parties

« Develop lease contracts, for approval of the municipal council, between the municipality and third-
party users of municipal property
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Develop or outsource the development of concession agreements for approval by the municipal
council

Develop level of service standards for users of municipal property including budget organizations,
municipal enterprises, and third-parties (lessees or concessionaires)

Represent the municipality, in conjunction with the Mayor, when negotiating or re-negotiating
lease and concession contracts

Conduct transparent, fair, and competitive lease procedures to ensure that the highest price is
received for leasing municipal assets to third parties

Implement public information campaigns, as needed, to inform the public about changes to the
status of municipal assets such as lease and concessions. Ensure that there is public buy-in.
Provide direction to the end users, including budget organizations, municipal enterprises, lessees,
and concessionaires on issues related to asset logistics, such as use and maintenance as well as
level of service standards

Sale of Municipal Assets

Develop recommendations for the municipal council on municipal assets which should be sold
Develop sales contracts for approval by the municipal council

Establish and participate on commissions convened to assess the value of municipal assets that are
to be privatized

Conduct transparent, fair, and competitive sales procedures to ensure that the highest price is
received for the sale of municipal assets

Implement public information campaigns, as needed, to inform the public about changes to the
status of municipal assets through sale. Ensure that there is public buy-in.

Budgeting and Oversight

Ensure that required reports are received from users of municipal assets including budget
organizations, municipal enterprises, third party lessees, and concessionaries and convey these
reports to the municipal council

Prepare documentation and reports to the local council and mayor of asset inventory status and
recommendations on future use and disposal

Provide input into the development of the annual municipal budget to ensure that expenditures for
municipal assets are accurately estimated and to ensure that forecasted revenues are accurately
reflected in the budget

Ensure the accurate collection of revenues from users of municipal assets

Quialifications:

Strong communication (written and oral) and interpersonal skills
Excellent qualitative analysis skills as evidenced by prior work history
Proficiency with Microsoft Excel and Microsoft Access

Strong negotiating skills

Prior asset management/real estate experience preferred

Coursework in Accounting, Finance or Real Estate desired
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ANNEX 2: SAMPLE USE
AGREEMENT BETWEEN A
LOCAL GOVERNMENT UNIT
AND A PUBLIC BUDGE
INSTITUTION

Republic of Albania

Notary Chamber

Today, as of 2009 (two thousand and nine), in ................ , before me Notary..........
located at [address: Rruga ................ ], member of Notary Chamber......... personally appeared the
following parties:

Lender: Local Government Unit ........... represented by........... Mr./Ms. .............. son of ......... , born
ON...oceneee. whose identity | am assured by Passport No ........ hereinafter referred to as “Lender.”
User: [Name of public institution], represented by Mr./Ms. ................. ,bornon ........... acting as
Administrator, adult and entitled to full juridical responsibilities, on whose identity I am assured by
Passport No ......... hereinafter referred to as “User”.

Legal Basis: This Agreement is made in accordance with Law No. 8652, dated July 31, 2000 On the
Organization and Functioning of Local Government, amended by Law No. 9208, dated March 18,
2004, Article 901 and in continuance of Law No. 7850, dated July 29, 1994, the Civil Code of the
Republic of Albania; Municipal Council Decision No. ..... dated ...., and the Council of Minister’s
Decision No. ..... dated......, On Approving the Inventory List of State Immovable Properties in the
Municipality of ..........

Object: Giving in use and at no recompense the building with an area of .............. located at
[address]: ..ccccovevviieiinnee. affirmed by the IPRO document No ........... , dated ..............

The Parties Agree:

Article 1

The Lender shall give in use, to the User, the immovable property (building, edifice, object) with
Cadastral No ....... located in Area.................. with an area of........ , to be used for purposes

(0] FARURR

Article 2

The Use Right is transferred free of charge.
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Article 3

The immovable property ( .............. ), subject to this Agreement, after being verified by both parties
for its technical and functioning conditions, is taken by the User, who warrants the return it in its
original conditions. He shall be liable to pay all expenses for repairing any observed damage.

Article 4
The User shall use the object for exercising the function of .............. as defined in this Agreement.

Article 5
By taking for use the object, the User agrees to safeguard it against thefts, damages, fire, etc. as well
as any other obligation provisioned by applicable laws.

Article 6

The User shall be obligated to pay to the state the applicable taxes and any other charges as
provisioned by the applicable laws. The User is responsible for the payment of all water and electric
power bills.

Article 7

This Use Agreement is made for a period of ............. years. It commences on ................... and ends
ON oo, . The termination of this Agreement before this period can only be made by the Lender
in cases of unpredictable emergency.

Article 8

This Agreement shall be deemed to be enacted at the time when the Lender shall hand over the
object to the User.

User’s Obligations

Article 9
The User shall be obligated to keep and maintain the object with care.

Article 10
The User shall not use the object for purposes other than those defined in this Agreement, or from
the character of the object.

Article 11

The User has no right to sell, rent, lease, use as collateral, contribute it as authorized capital of a
company or partnership, or otherwise dispose of any municipal property it has been granted the use
of without the approval of the Lender.

Article 12
The User shall be responsible for any loss or damage to the object, except when he proves that the
loss or the damage would have happened even in the case it was not provided for use.

Article 13
The User cannot claim from the Lender any costs incurred from the use of this object.

Article 14

If during the Agreement period or before the User ceases to use the object as per this Agreement, the
Lender faces an immediate unpredictable necessity for the object, he can request to terminate this
Agreement and the immediate return of the object.
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Article 15

The User is obligated to make at his own expenses the routine maintenance of the object, unless
otherwise provided for in this Agreement, whereas any other repair works shall be done by the
Lender.

Article 16

If during the Agreement period the User has been forced, for purposes of keeping the object, to make
extraordinary, necessary and immediate expenses and was not able to give notice to the Lender, the
latter has to compensate the User.

Lender’s Rights

Article 17
In the event that the User does not fulfill the above mentioned obligations, the Lender can request the
immediate return of the object, in addition to compensation for any damage.

Article 18

In the event that the User uses the object for purposes different either from those defined in this
Agreement or from its nature, and/or for a longer period than per the Agreement, he is liable for any
resulting loss, even if it was beyond the User’s control unless it is proven that the loss would have
occurred even if it was not used differently or returned on due time as per this Agreement.

Article 19

If the object subject to this Agreement has had such defects that have caused damages to the user, the
Lender shall be obligated to provide compensation for the damage, provided that while being aware
of the defects of the objects, he has not given notice to the User.

Article 20

When the period of this Agreement expires or when the Agreement is terminated before that period,
the User is obligated to return the object to the Lender in the same condition that it was received,
except for normal wear caused by its use, or in the condition provided in this Agreement. Unless
proven otherwise, it is presumed that the object has been received in good conditions.

Article 21

In case of any disagreement which cannot be solved amicably between the parties, each of the parties
reserves the right to make a claim at the competent authorities, based on the applicable laws, for
finding a solution.

Article 22

In the event that any of the Parties of this Agreement are unable to perform all, or part of the
obligations provided by this Agreement due to force majeure, that party shall not become liable for
not performing its obligations during that period of force majeure or for the consequences caused by
force majeure. The suspension of this Agreement due to force majeure shall extend to the period
during which the effects of force majeure continue.

Article 23

For any possible lack of provision in the content of this Use Agreement, the Parties shall refer to the
Civil Code, approved by Law No 7850, dated July 29, 1994 Civil Code of the Republic of Albania in
general, and to the sections on obligations and contracts in particular.

Final Provisions

Any correction made to this Agreement after its signing shall make it void and null.
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This Agreement is made in 5 (five) original copies, each signed by both parties and equally binding.

I, Notary, after reading in loud voice the content of this Agreement to both Parties, certified that it
represents their intents, and after they signed it with their full and free will in my presence, | certify
their signature as provided by the law.

LENDER USER

NOTARY
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ANNEX 3: SAMPLE USE
AGREEMENT BETWEEN A
LOCAL GOVERNMENT UNIT
AND THE MUNICIPAL PUBLIC
SERVICES ENTERPRISE (A
LGU SUBORDINATE
ENTERPRISE)

Republic of Albania
Notary Chamber

General Provisions

Today, as of 2009 (two thousand and nine), in ................ , before me Notary.......... located at
[address: Rruga................. ], member of Notary Chamber......... personally appeared the following parties:

Lender: Local Government Unit ........... represented by........... Mr./Ms. ............ son of ......... ,bornon...........
whose identity | am assured by Passport No ........ hereinafter referred to as “City Administration.”

User: Municipal Public Services Enterprise, of Register No ........ , dated ...... represented by Mr./Ms.
................. ,bornon ............ acting in the quality of Administrator, adult and entitled to full juridical skills,
on whose identity I am assured by Passport No ......... hereinafter referred to as “Enterprise.”

Legal Basis: This Agreement is made in accordance with Law No 8652, dated July 31, 2000, On the
Organization and Functioning of Local Government, amended by Law No. 9208, dated March 18, 2004,
Article 901 and in continuance of Law No. 7850, dated July 29, 1994, the Civil Code of the Republic of
Albania; Municipal Council Decision No. ..... dated ...., and the Council of Minister’s Decision No. ...
dated......, On Approving the Inventory List of State Immovable Properties in the Municipality of ..........

Object: The City Administration of (hereinafter “City Administration”) grants to the Municipal
Public Services Enterprise (hereinafter “Enterprise”), in order to fulfill its objectives and tasks as stipulated
in the Enterprise’s Charter, use rights for the municipal objects listed in Appendix 1.

Property given for use is granted for an indefinite term (or specify the number of years), until the rights are
formally rescinded by the City Administration.

Il. Use of Municipal Property
1. The Enterprise shall use the municipal property in a rational way and shall take measures to keep

it safe and avoid any possible damage, including any damage caused by actions of third parties
and force majeure circumstances.
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2. The Enterprise shall be responsible for the following activities with regard to the transferred
objects:

a. ensure proper maintenance and repair, including capital repair;

b. ensure the proper use, operation and development consistent with its functions and the
needs of the City Administration and its citizens, and in compliance with relevant state
standards of safety and proper use;

c. provide financial management, accounting and record keeping;

d. provide the City Administration with information on municipal objects that are operated by the
Enterprise in accordance with reporting formats provided by the Asset Management Unit to
enable the City Administration to maintain an inventory of municipal property.

3. The City Administration and City Council have the right to control the use of municipal property
by the Enterprise in accordance with this Agreement and legislation of Albania. If the Enterprise
violates the terms of this Procedure and/or legislation of Albania, the City Administration or City
Council has the right to request a change in Enterprise operations to rectify the situation or can
rescind the right to operate the municipal property.

4. The Enterprise has no right to sell, rent, lease, use as collateral, contribute it as authorized capital
of a company or partnership, or otherwise dispose of any municipal property it has been granted
the use of without the approval of the City Administration.

II. Financial Management and Accounting of Municipal Property Provided

1. The objects of municipal property granted for use and listed in Appendix 1 are transferred to the
balance sheet of the Enterprise through this Agreement.

2. In the event that new immovable or movable property is purchased by the Enterprise with
proceeds from its own budget, subsidies of the municipal or state budgets, the private donations,
or any other means, this new property will be considered municipal property.

3. The Enterprise bears the costs of maintenance of the municipal property it has for use, and shall
keep it in proper technical condition. This includes the necessary and appropriate current
(preventive) and capital repairs.

4. The Enterprise shall maintain accounting and statistical reporting according to procedures and
standards established by law for legal entities, to be submitted to the City Administration as
required.

5. The Enterprise must depreciate all capital assets and must maintain a separate capital account for
these revenues. Depreciation that is accumulated on municipal objects by the Enterprise is
municipal property. Depreciation funds can only be used for the significant repair and/or
purchase of additional capital assets.

6. In order to obtain capital assets with a cost greater than Lek, regardless of the source
of funding, the Enterprise must have prior approval of the City Council. This approval can be
included as part of the approval process of the Operating and/or Budget Plan.

7. The Enterprise has the right to write-off physically worn out municipal property upon consent of
the City Administration in accordance with procedures approved by the City Council.

V. Categories of Service to be Provided by the Enterprise

1. The Enterprise will provide, through the use of municipal property, three categories of service
including:
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2.
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a) Category 1 - Core services to be provided to physical and legal bodies, including state and
local government bodies;

b) Category 2 — Municipal improvement services, excluding Category 1 services, to be
provided to the City Administration;

c) Category 3 - Services to be provided to physical and legal bodies on a one-on-one basis;

Category 1 services or core services are those services which the City Administration requires the
Enterprise to provide to physical and legal bodies, including state and local government bodies on a
non-discriminatory basis. At the current time, core services consist of solid and liquid waste collection
and disposal. For solid and liquid waste collection and disposal services, a service agreement should be
concluded between the Enterprise and each subscriber. The form of this service agreement must be
approved by the City Council, along with any subsequent changes, prior to implementation. The core
services may be expanded as required by the City Administration. The City Council must approve the
tariff for all core services.

Services included in Category 2 are services provided by the Enterprise on a contractual basis
with the City. The cost for these services will be negotiated by the City Administration and the
Enterprise and will be based on a full cost recovery basis. Services included in Category 2 may
include, but are not limited to: street cleaning, maintenance of street lighting, greenery services,
and solid waste collection from public places such as parks, etc.

Category 3 services are additional services which the Enterprise may provide on an individual
contractual basis to physical and legal bodies. The City Administration must grant permission to
provide Category 3 services (see Article VII). The price for these services is negotiated on a
bilateral basis between the Enterprise and the consumer.

V. Tariff Scheme for Category 1 Services

1. Any tariff scheme submitted to the City Council for review must be based on the principle of
full cost recovery in order to sustain the services provided by the Enterprise.

2. A tariff scheme for each type of service in Category 1 consists of:
a) usage norms (if applicable);
b) tariff rates (composed of operating costs, depreciation costs, capital repair costs, financial
costs (if any), and profit).

3. Itis obligatory to submit a proposed change in tariff scheme to the City Council for approval.

4. When submitting a proposed change to the tariff scheme to the City Council, the Enterprise
must include the following for each type of service for which a tariff change is requested:

a. the total quantity of service provided and information on the source of this data (number
of trips per solid waste truck and estimated volume of each truck, information on the
weight of solid waste removed, volume of liquid waste trucks and number of trips, etc.);

b. the number of consumers receiving service;

detailed cost information for the previous 12 months or longer as requested by the City Council;

d. afinancial impact analysis of the new tariff scheme including the net increase (decrease)
in collection revenues;

e. the change in financial burden to an average household and to average small/medium and
large sized businesses;

f. the anticipated effect the new tariff scheme will have on collection rates;

a justification as to why a revised tariff scheme is warranted and an explanation of how

the additional resources will be allocated.

o
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5. City Council sessions at which a tariff change is considered or discussed must be open to the
public.

6. Prior to City Council approval of a change in tariff scheme, a public hearing shall be held at
such time and place as the City Council and/or City Executive shall direct. Public
announcement of the hearing must be made one week in advance.

VI. Contract for Services between the City Administration and the
Enterprise for Category 2 Services

Prior to the submission of the Enterprise’s draft operating and budget plans in accordance with
Article V111 of this Procedure, the City Administration will indicate in writing the type and
quantity of Category 2 services that it will likely purchase in the subsequent budget year.

As part of the operating and budget plan submission detailed in Article V111, the Enterprise will
provide to the City Administration and the City Council the unit cost of providing each of the
services likely to be purchased by the City Administration. The City Administration and the City
Council have the right to request that the Enterprise calculates unit costs for additional services.

During review of the Enterprise’s operating and budget plans, the City Council and City
Administration have the right to question the calculation of the unit cost for Category 2 services.
This includes gquestioning the quantity of materials and/or staff required to provide the service.

Based on the quantity of each service requested by the City Administration and the unit cost

agreed to by all parties as part of the budget process, the Enterprise will develop a Contract for

Services detailing:

a. the quantity of each service to be provided for the specified period,;

b. the unit cost for each service, the total per service, and the total contract cost;

c. the schedule of payments;

d. the circumstances in which the Enterprise may reduce its services and to what extent, for
instance, in case of late payment;

e. the circumstances in which each party is entitled to cancel the Contract (for example non-
payment, or non-fulfillment of services); and

f. performance indicators as applicable

VII. Provision of Category 3 Services

The Enterprise may request, in writing, permission from the City Administration to provide
various types of services in addition to Category 1 and Category 2 services to physical and legal
bodies on an individual contractual basis. These services are Category 3 services.

The City Administration has the right to refuse permission for the Enterprise to provide

additional types of services based on the following criteria:

a. provision of the additional services could potentially have a detrimental effect on the
Enterprise’s ability to provide quality Category 1 and 2 services;

b. the City Administration believes the proposed services to be outside the scope of competence
of the Enterprise;

c. forreasons of local economic development (e.g. to encourage the growth of local businesses)

The City Administration will provide an answer in writing to the Enterprise’s request to provide
additional Category 3 services.

If the City Administration grants the Enterprise the right to provide Category 3 services, the
Enterprise retains this right until revoked by the City Administration.

MUNICIPAL ASSET MANAGEMENT TOOLKIT 7



5.

78

For Category 3 services approved by the City Administration, the Enterprise will negotiate a
contract on an individual basis with each customer.

VIIL. Operating and Budget Planning

The Enterprise shall prepare and submit to the City Council annual operating and budgeting
plans for the subsequent fiscal year in accordance with the budget calendar and based on the
deadline established annually by the City Council. The annual operating and budget plans will
include:

a. an operational plan on the activities that the Enterprise will conduct during the ensuing fiscal
year including any projected capital construction or significant maintenance; intent to extend
the solid and/or liquid waste collection and disposal services to new residential and consumer
areas in the City and how this will be funded; policy and guideline on service interruptions in
the event of non-payment; a discount schedule for unintentional interruptions in service or
poor quality of service; organizational restructuring; a staffing schedule including a
description of tasks for each position, planned changes in internal procedures (including
changes to the service agreement between the Enterprise and consumers); proposed
maintenance schedule, and strategies and/or goals for improving service or financial status
(this section should include information on how well these strategies improved the service
delivery or to what degree the goals were achieved will be measured at the end of the year);

b. adescription of the existing tariff scheme for each type of Category 1 service including the
usage norms, the tariff rates by type (residential, business, institution); the collection rates for
the last three years, existing discounts or subsidies, and any other pertinent information;

c. acurrent budget plan which includes an estimate of revenues by type of service including
each service to be provided in Categories 1, 2 and 3 and by type of consumer (residential,
business, and budgetary institutions) and revenues or grants from any other source; and an
estimate of operating expenses for each type of service in Category 1, 2, and 3 necessary for
conducting day to day operations and routine maintenance including cost and volume of
materials;

d. asummary of proposed discounts for Category 1 services to specific groups of vulnerable
residents and the subsequent loss of revenue resulting from these privileges;

e. abreakdown of accounts receivable and accounts payable by major category

f. asummary of the current financial debt position, including the cost of debt financing and a
payment schedule;

g. information on any other funds (depreciation, reserve, social development, etc.) which the
Enterprise has established with the approval of the City Council.

h. a capital budget plan which includes information on expenditures for construction of new
capital and any significant repair, and shows the source of funding;

i. estimated profit.

The Enterprise’s proposed operating and budget plans will be considered by the City Council, in

conjunction with the City budget, but will remain separate and independent. Prior to approving

the proposed operating and budget plans, the City Council may request clarification or changes

including but not limited to:

a. revised collection rates for Category 1 services;

b. consideration of a revised tariff scheme for Category 1 and unit cost for Category 2 services;

c. reduction in expenses such as materials, office supplies, travel, or other for Category 1 and
Category 2 services;

d. change in staffing.
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The City Council must approve the annual operating and budget plans prior to implementation by
the Enterprise.
IX. Reporting Requirements

The Enterprise will submit quarterly operating and budget execution reports for each Category of
Service (for quarters I-111) to the City Council and City Administration within 10 business days
following the end of each quarter. Operating and budget reports will illustrate the execution to
date of all components of the approved operating and budget plans. The budget report should
include detail on all revenue and expenses of the Enterprise for the preceding quarter and year to
date compared to the plan for each type of service. The report should illustrate if there are any
revenue shortfalls or expenditure overruns for each expenditure item. In the event that this
occurs, the Enterprise must describe how it will rectify the situation; either increasing revenues
from collections or other sources, or by reducing costs. Detailed information should be provided
on estimated revenue increases or specific cost reductions.

The Enterprise must submit an annual report on the execution of its operating and budgeting
plans at the first City Council session following the conclusion of the fiscal year. The annual
report shall include the following:

a. report on the extent to which the operating plan for the preceding year was fulfilled;

b. report on the execution of all components of the approved budget with detail on all
revenue and expenses of the Enterprise for the preceding year compared to the plan for
each type of service;

c. acopy of the Enterprise’s balance sheet;

d. income statement.

The City Administration may require an independent audit of the annual report prior to its
presentation to the City Council. The auditor shall be selected by the City Administration. The
auditor shall have access to all supporting materials used to prepare the annual report. The
expense of such an audit, if required, shall be paid by the Enterprise.

Upon its acceptance of the annual report by the City Council, the City Administration shall make
the annual report available to the public.

The Enterprise shall maintain accounting and statistical reporting according to procedures and
standards established by law for legal entities, to be submitted to state and local self-government
bodies as required.

The Enterprise must maintain proper documentation on the transfer, reconstruction, rehabilitation
and maintenance of municipal property granted for economic management and use. This
information shall be submitted to the City Administration upon request.

X. Final Provisions
For any possible lack of provision in the content of this Use Agreement, the Parties shall refer to

the Civil Code, approved by Law No 7850, dated July 29, 1994, the Civil Code of the Republic
of Albania in general, and to the sections on obligations and contracts in particular.

Any correction made to this Agreement after its signing shall make it void and null.

This Agreement is made in 5 (five) original copies, each signed by both parties and equally
binding.
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I, Notary, after reading in loud voice the content of this Agreement to both Parties, certified that it
represents their intents, and after they signed it with their full and free will in my presence, | certify

their signature as provided by the law.

City Administration Representative Head of Subordinate Enterprise

NOTARY
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APPENDIX 1: LIST OF IMMOVABLE MUNICIPAL PROPERTY GRANTED TO
ENTERPRISE X FOR USE

Object of Municipal Property Detailed Information Balance Sheet Value (Lek)

Object A Address, location, length, etc. | Value of XXX Lek
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ANNEX 4: SAMPLE LEASE
CONTRACT

Republic of Albania

Notary Chamber
Today, as of 2009 (two thousand and nine), in ............... , before me Notary..........
located at [address: Rruga ................ ], member of Notary Chamber......... personally appeared the
following parties:

Parties:
Lessor: Local Government Unit ........... represented by........... Mr./Ms. .............. son of ......... , born
ON.vnne. on whose identity | am assured by Passport No ........ hereinafter referred to as “Lessor.”
Lessee: [Name of Lessee], of Register No ........ , dated ...... represented by Mr./Ms. ................. , born
(0] | NI acting as Administrator and entitled to full juridical responsibilities, on whose identity |
am assured by Passport No ......... hereinafter referred to as “Lessee.”

Legal Basis: This Contract is made in accordance with Law No. 8652, dated July 31, 2000, On the
Organization and Functioning of Local Government amended by Law No. 9208, dated March 18,
2004; Article 801 and in continuance of Law No 7850, dated July 29, 1994, the Civil Code of the
Republic of Albania; Municipal Council No... dated...., Council of Minister’s Decision No ...., dated
...... On Approving the Inventory List of State Immovable Properties in the Municipality of ......

Article 1. Description of Leased Premises

The Lessor shall lease to the Lessee, the immovable property ( ) with an area of ... m*
located in area ........ to be used for .

Article 2. Validity of the Contract

1. The Lease Contract is made for a period of years, commencing on (two
thousand and ) until (two thousand and ) with an option of renewal.

2. One month prior to its expiration, each of the parties should give notice to the other party for
negotiating the extension of this Contract for a certain period or for terminating it.

3. Inthe absence of such notice, or of any communication between the parties, the Contract shall
be automatically terminated.

Article 3. Payment and Terms of Payment

1. Theannual lease amount is .............. and should be paid in equal installments {annually, every
six months, quarterly].

2. The Lease Fee shall be paid at the Treasury bank account No. ............... ,at*”

3. The first fee shall be paid within 10 (ten) days from signing of this Contract by both Parties.
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Article 4. Lessor’s Rights and Obligations

1.

The Lessor undertakes to enable the Lessee to use and enjoy the property without any claim
raised by third parties.

As the owner, the Lessor shall be liable for the payment of any applicable taxes associated with
the property. In the event that the Albanian government shall adopt any procedure that obligates
the Lessee to act as an agent for paying such taxes, the Lessee, in accordance with the law, shall
deduct those amounts from the Lease Fee.

The Lessor shall not be liable for claims that are not related to the object and purpose of this
Contract.

Article 5. Lessee’s Rights and Obligations

1.

By signing this Contract, the Lessee has the right to give free access to the property subject to
this Contract, to his employees, agents, representatives and any other person that the Lessee
considers appropriate.

In addition, the Lessee can perform any action that he considers productive while exercising his
activity.

The Lessee must obtain prior consent from the Lessor before making any temporary or
permanent constructions on the property.

The Lessee shall, at his own expense, perform any maintenance work that he deems necessary to
the object of the lease.

The Lessee has no right to sell, rent, lease, use as collateral, contribute it as authorized capital of
a company or partnership, or otherwise dispose of the property under this Contract.

Article 6. Common Obligations of Parties

1.
2.

6.

The Lessor is obligated to register this Contract at the Immovable Property Registration Office.

The Lessor hereby guarantees the Lessee that this Contract and its conditions and timeframes
shall remain unchanged and the Contract in its entirety shall remain valid throughout its period
of validity against third parties, to which could be transferred the title of property during the
period of this Contract.

In case the Lessor intends to transfer to a third party the title of the property subject to this lease
agreement, the Lessee shall have the right of first refusal.

The Lessee should give prior notice to the Lessor as to whether the Lessee plans to use his right
of first refusal within 15 (fifteen) days from the day when the Lessee has received the notice in
written form.

At the conclusion of the Contract, or upon its termination, the Lessee is obligated to dismantle
and to remove any constructions and to return the object of this Contract in the original state
excluding normal wear and tear.

All notices and communications between the Parties shall be made in written form.

Article 7. Force Majeure

1.

In case either Party is unable to perform all or part of its obligations provided in this Contract
due to force majeure, that party shall not become liable for non-performance of its obligations
during the period of force majeure and for the consequences caused and derived from force
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majeure. The suspension of this Contract as a result of force majeure shall be limited to the
period that the effects of force majeure continue.

Article 8. Termination of Contract

1.

This Contract shall be terminated by mutual consent of the parties or with the expiration of the
period of this Contract.

The Lessor has the right to terminate the Lease Contract in the event that the Lessee does not
make the payment within three months from the due date.

The Lessee can terminate the Contract earlier than its expiration date with an advance notice of
30 (thirty) days when:

a) The Lessor does not guarantee to the Lessee the undisturbed and free usage of the object
leased.

b) The Lessee is obligated to leave the territory of the Republic of Albania in the event of a
Civil War, turmoil, or other reasons.

c) Necessitated by business activity.

Article 9. Final Provisions

1.

Any issue not covered by this Contract shall be subject to the Civil Code provisions as provided
under the Lease Contract section.

Any dispute between the Parties during the execution of this Contract shall be solved amicably,
otherwise claims shall be sent to the Judicial District Court of

Any modification to this Contract after its signing shall make it void and null.

This Contract is made in 5 (five) original copies, each signed by both Parties and equally
binding.

I, Notary, after reading in a loud voice the content of this Contract to both Parties, certify that it
represents their intents, and after they signed it with their full and free will in my presence, | certify
their signature as provided by the law.

LESSOR LESSEE
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NOTARY
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ANNEX 5: SAMPLE LEASE
CONTRACT WITH THE RIGHT
FOR CAPITAL CONSTRUCTION

Republic of Albania

Notary Chamber
Today, as of 2009 (two thousand and nine), in ............... , before me Notary..........
located at [address: Rruga ................ ], member of Notary Chamber......... personally appeared the
following parties:

Parties
Lessor: Local Government Unit ........... represented by........... Mr./Ms. .............. son of ......... , born
ON...oceneee. on whose identity | am assured by Passport No. ........ hereinafter referred to as “Lessor.”
Lessee: [Name of Lessee], of Register No ........ , dated ...... represented by Mr./Ms. ................. , born
(o] 1 IUU acting in the position of Administrator and with full juridical responsibilities, on whose
identity 1 am assured by Passport No ......... hereinafter referred to as “Lessee.”

Legal Basis: This Contract is made in accordance with Law No. 8652, dated July 31, 2000, On the
Organization and Functioning of Local Government amended by Law No. 9208, dated March 18,
2004; Article 801 and in continuance of Law No. 7850, dated July 29, 1994, the Civil Code of the
Republic of Albania; Municipal Council Decision No. ... dated ...., and the Council of Minister’s
Decision No ...., dated ......, On Approving the Inventory List of State Immovable Properties in the
Municipality of ......

Object: Granting for lease with the right for capital construction the property (land,......... ) with an
area of.............. located at ........ccoeveenee. attested with IPRO Registration Document No.......... , dated
........... , for the purpose of

The Parties Agree

1. The Lessor shall give to the Lessee under Contract with the Right for Capital Construction the
property (building, edifice, object, land) to be used and improved against remuneration that shall
be defined in this Contract.

2. The lease period shall be years.

3. The annual lease amount is .............. and should be paid in equal installments {annually, every
six months, quarterly].

4. The Lease Fee shall be paid at the Treasury bank account No. ............... ,at* "

5. The first fee shall be paid within 10 (ten) days from signing of this Contract by both Parties.

6. One month prior to its expiration, each of the parties should give notice to the other party for
negotiating the extension of this Contract for a certain period or for terminating it.
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11.

12.

13.
14.

15.

16.
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In the absence of such notice, or of any communication between the parties, the Contract shall
be automatically terminated.

Rights and Obligations of the Parties

The Lessee enjoys the property the same as if he were the owner, except as per limitations
provided in this Contract.

The Lessee cannot alter the use of the property without the owner’s consent.

When the object of this Contract is substantially or visibly damaged, to the extent that it cannot
provide sufficient incomes for the payment of the lease amount, the Lessee can request to lower
it or to terminate the contract, by paying to each party the respective obligations.

The claim for lowering the remuneration should be made within one year from the date that the
loss or damage has taken place to the property under this Contract.

The Lessee cannot claim exemption from obligation to pay the lease amount or to lower it as a
result of no production or loss of income even in the event of bad fortune.

The Lessee has no right to sell, rent, lease, use as collateral, contribute it as authorized capital of
a company or partnership, or otherwise dispose of the property under this Contract.

The Lessee can request at any time to terminate this contract with months notice.

The Lessor can request to terminate the Contract when the Lessee has not paid the due amount
for , damages or does not maintain and improve the property, and does not perform in an
obvious manner the obligations that result from this Contract.

Taxes and dues that result from the activity and those associated with the property shall be the
responsibility of the Lessee, except when otherwise provided by the law.

Unless otherwise provided in the Contract, the Lessee, during the term of this Contract, reserves
the right to remove the constructions and other works that have been made under this Contract
but at all times without damaging the property and by returning it to the previous state.

When the contract is terminated, the Lessee is not entitled to any value of performed
improvements for the amount that the value of the property has increased at the time of its
return.

When it becomes necessary to make extraordinary repairs to the property, the Lessee is
obligated to give notice to the owner and to provide him the opportunity to perform the required
repair works.

The Lessor is not obligated to perform any routine repairs.

The Lessee can benefit from servitudes to the property and can provide servitudes across the
property under Lease providing written notice to and consent from the Lessor.

The Lessor hereby guarantees the Lessee that this Contract and its conditions and timeframes
shall remain unchanged and the Contract in its entirety shall remain valid throughout its period
of validity against third parties, to which could be transferred the title of property during the
period of this Contract.

In case the Lessor intends to transfer to a third party the title of the property subject to this lease
agreement, the Lessee shall have the right of first refusal.
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18.

19.

20.

A w o

The Lessee should give prior notice to the Lessor as to whether the Lessee plans to use his right
of first refusal within 15 (fifteen) days from the day when the Lessee has received the notice in
written form.

In the event of disagreement between the Parties which cannot be resolved amicably, then each
of the parties reserves the right to make a claim at the competent authorities, based on existing
legislation, for finding a solution.

In case either Party is unable to perform all or part of its obligations provided in this Contract
due to force majeure, that party shall not become liable for non-performance of its obligations
during the period of force majeure and for the consequences caused and derived from force
majeure. The suspension of this Contract as a result of force majeure shall be limited to the
period that the effects of force majeure continue.

For any possible lack of provision in the content of this contract, the Parties shall refer to the
Civil Code, approved by Law No 7850, dated July 29, 1994, the Civil Code of the Republic of
Albania in general, and to the part on obligations and contract of lease with the right to capital
construction in particular.

Final Dispositions

The Lessor is obligated to register this Contract at the Immovable Property Registration Office.
Any modification to this Contract after it is signed shall make it null and void.
All notices and communications between the Parties shall be made in written form.

This Contract is made in 5 (five) original copies, each signed by both parties and equally
binding.

I, Notary, after reading in a loud voice the contents of this Contract to both Parties, certify that it
represents their purposes, and after they signed it with their full and free will in my presence, |
certify their signature as per law.

Lessor Lessee

NOTARY
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