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I. EXECUTIVE SUMMARY

The group of three second year MBA students was asked to develop the project
and determine the feasibility of creation of an independent institution for real estate
research and training. The scope of the project was very broad: from inception 1@
establishment of the organization and registration as a l_egal entity in Armenia. The
group was working on ﬂlﬁ: project ‘_which consists ef two stages: plaﬁning and
implementation. The sponsor of the project is International City/County Managemem
Association (ICMA} which is providing technical assistance to the Government of the
Repubhc of Armenia on. pohcy, legal, regulatory framework of housmg and real
property, fiscal decentralization and local government reform in Armenia. All stratas

of the Armenian society and business structure can be considered as being

" beneficiaries of this project. The logic 'of this project isrb_aSed on tlie understanding of

~ the following problems which Armenia faces today:

1. The lack of research and information in free market real property concepts
and practice;
2. The relatively small number of professionals relative to the significant
‘economic activity and the absence of any method to qualify reputable real
estate professionals among the great number of informal practitioners.

These problems are considered as major ones because of the growmg real

* . estate market thé growing number of act1v1t1es in the market and the ngmg number s

of participants involved in related activities. In order to consolidate poss1b1e actions
concerning the above stated problems and to find solutions, there is a need for an
institution which would persistently provide informational support, research,
education, and certification assistance for real estate market participants. This will help
the real_estate. sector- to develop consistent with the overall changes from a planned to
a market economy. - | B - . |
' " The missic;n of the proposed ".Ceﬁter for Real Estate Research and ’Tréiiling."
(CRERT) is to provide accurate and objective information about the entire notion of
real estate in a market economy to individuals, the public sector, private and non-

government organizations involved in real property practice through organized
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teaching and certification programs, special seminars and printed materials based on
the experience of developed countries and the information collected and generated

internally. Additionelly, programs to provide public education and information to the

average consumer will also be initiated.

The significance of the project can be realized while considering the following factors:
" | Private real estate is anew concept; o

2. Real estate touches all levels of society;

3. Real estate is the largest single investment in an individual's lifetime.

4. Real estate is widely accepted as collateral for capital loans.

Therefdre; the goal of the group was to plan, establish, and initiate operations
of a legal entity in order to‘edvance research and the educational sector of real property
and promote legitimate and fair business practices in real estate activities through

" preparing prefessional brokers, appraisers, and other real estate specialists.

In order to test the concept, create a basis for market requirements and identify
opportunities, define the best way to organize the activities and develop the business
plan, the group has conducted a survey of professional opinion of the people involved
in real estate practice. The first part of our questionnaire includes the questions
concerning the need for such a ‘* Center’’ and the possible issues proposed by the
respondents whlch the Center will address. The resulis of this fundamental part of the
'questlonnalre 1nd1cate that all respondents feel the nece551ty of the creatlon of the
" Cénter and suggested nUMerous aet1v1t1es for it. The referenced su.rvey ﬁndmgs andﬁ'-'
the conclusions based on them helps us to propose the following recommendations
about possible action while creating the Center, and the objectives and activities for
the Center after its creation. These recommendations are mainly speculated on the

answers of the surveyed persons.

. Thisis the list of recommendations proposed by us:
1. move forward on the creation of the proposed institute.
2. identify any additional problems in the real estate field to the proposed

ones. 3. think about additional areas of activities for the Center

ii
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4. put emphasis on the marketing part of the project in order to increase the
awareness of the Center and the programs that it will perform;

5. besides brokerage and appraisal training programs development. put
emphasis on the development of real estate training programs for lawyers which do
not exist anywhere in RA,

6. initiate, create and maintain the credibility of the Center. It is critical io
establish policies of openness and fairness in the process of the Center's forn&ation.
This need should be taken seriously, because of negative experiences with cer-r.a'm real
estate firms and consortiums.

7. because fax issues are critical to the financial viabﬂiiy of the Center (as
determinated in the financial plan scenarios), more expert consultation is required to

totally examine all options for the Center fo qualify as a tax-exempt entily.

Opportunities should be explored for affiliating the Center with an existing tax- .

exempt entity, ie. a public organization or educational institute, or pursuing

Governmental classification as a legitimate non-profit, tax-exempt institution.

ii
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I1I. INTRODUCTION

Since declaring independence from the former Soviet Union in 1991, Armenia
has been experiencing a transition from a planned to a market economy. After a period
of overall disruption of the economy due to the collapse of Soviet economic
framework. the 1988 earthquake, the Karabakh war and blockade, Armenia is
currently showing a positive rate of economic growth. The rapid pace of
democratization of the society and the liberalization of the economy are due to the
adoption of ﬁtal laws and other legislative acts and have contributed to the process of
continuous changes toward a free market. The privatization of land, state enterprises,
unﬁnisheci construction sites and housing has created the very notion of privately-
owned real‘ estate and has accelerated. the development of the real estate market with
the growing number of individuals and organizations involved in that practice. In
order to have a more dynamic and flexible real property sector, the Government is
working on the creation of the complete package of laws and legislative acts
concerning real estate activities and pohcy forrnuianon Significant assistance on this
task 1s bemg prov1ded by the Internatlonal C1ty/County Management Association
(ICMA) technical assistance program, which includes development of policy, legal
-and regulatory framework of real property, fiscal reform in that field, and promotion
of cap1tal market. development related to rea.l estate. ICMA specialists initially
prov1ded assistance on housmg pr1vatlzat10n and polxcy reform. The volume of real
estate transactions has grown tremendous[y during the last few years. This growth can
be explained in part by the current redistribution of real property due to changing
income patterns among the population and by the acceptance of . real estate as

collateral for making short-term and long-term loans by domestic banks. Because of
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the increasing number of people seliing and .buying real estate, brokerage activity is
forming and the broker in the real estate seems to be one of the more profitable
occupations. In 1994, the Armenian Real Estate Association (AREA) was formed and
began to operate. Whiié it unites many organizations involved in the real ~state
practice, there are also mény'other organizaﬁons in the business that are not the
members of AREA. As in the case of other growing economies, there is a huge
demand for capital, part of whiéh may be provided by the banking sector, mainly byl
' ﬁiaking mortgage agreements. These agreémen’t's can be facilitated either by banks or
mdependent appraisers whose determination about the real value of .a parucular
a;partl;flent or other realinoﬁerty 15 crltlcal to the loan Process.

In'summ_ary, thete is a growing real.estate market in Armenia. It is critical that
an independent, objective orgaﬁization be established to provide guidance in
qualifying practitioners in order to protect the investment of Armenian citizens in real
property. Also by increasing awareness of the average consumer, the professional
level of real estate practice will be increased.

" There are at least two méjof problems concerning the field of our 'iﬁfcrést in -
the real estate practice:

1. One of them is the poor understanding of real estate concepts among buyers
and sellers, lenders and borrowers, owners a.nd renters. There are many new laws and
-acts rc.:lated to the réa;l estate sector compared to the number of. péople “and
organizations keepiﬂg tra'ck. of all changes in legislation. Communication 'within '
various government agencies is also lacking. Attention should be given to the
experieﬁce of developed countries and new trends in the international real estate

market. As a result, clear and accessible information is very scarce and the awareness




CRERT, 1996

of the population on the subject 1s very liﬁited. So, the first problem is the lack of
research and inf@‘nzdtion in the notion of the real property practice.

2. Another problem is the limited professional knowledge of the people
involved in real estate brok_erage and appraisal. Presently, there .exist unprofessional.
upfair, and even dishonest dealings in real prOperty‘. This is related to the small
number of real estate professionals and the absence of any method to disfinguish them
among the great number of amateur dealers. In order to coordinate the possible
actions cpl_lcérning .th.e_ébbve stated problems and to find solutions, there- is a need for
an iﬁstituﬁon which would persistently provide informational support, research,

| e.d.t.lAcatié)n,- l;mc.l ceﬁiﬁcatioh assistance lfor reéf estate mafkf;t p.a.r;cicipan:w, Thi-s: Wﬂi:
help gevelopment of the real estate sector tp conform with the overall changes from a
planned to a market economy.

The project offered the student group a unique opportunity to be involved in
the entire process of creating an institution for real estate research and training from
developing a business plan to its implementation. Therefore, the project has two
o.ﬁe'rall objectives; - o

1. To develop a business plan for organizing a real estate research, training,

and professional certification institute. The implementation of this plan is
intended to provide new and accessible information to the public-at-large as well as to.
ceﬁify éréfessioﬁais acﬁng 1nthe 1'6.2.11 Eétate ﬁelci. B . . .
2. To complete all activities réqu'i}*ea’ to successfully establish the Center for
Real Estate Research and Training and register the organization under

Armenian Law, so that it can operate successfully



CRERT, 1996

IV. METHODOLOGY

In order to test the concept, create the basis for market requirements and

identification of opportunities, define the best way to organize activities and develop a
business plan, the group conducted a survey of professionals’ opinions of the people
: involved in real estate practice.l The people who were eng'aged‘ in the survey are either
interested in the subject or have sound experience and knowledge in the field of real
estate. Although the lsample is small_— 21 respbndents, tﬁe findings mainly reflect the
reai'. sifﬁati()n aﬁd frends in thé réai estate reséérch.énd tfainiﬁg areas: The foilowing
sections of the repbr’f will provide a brief overview of respondents’ answers and their
implications. - | ” . |
Of primary interest 18 how -the interviéwees -percerve the -objectives of the
proposed Center, existing activities performed by other real estate organizations and
evaluation of their programs, demanded training and research issues, the readiness of
the respondents to take part in the activities of the Center, suggestions about Steering
Committee members ;'md recommendatlons about the Center

Although conduc‘tmg the survey was a very dlfﬂcult task the 1mportance of
this activity is realized, because the findings of the survey not only reinforce the need
for the Center’s creation, but also widens the scope of the perceived tasks and
, objecuves for the proposed orgamzatlon
' the data collectxon was the most time consuming task. Letters with an enclosed project
proposal and questionnaire were distributed to all respondents and then appointments

were arranged with each respondent to hold an interview and complete the

questionnaire.

The survey was conducted durmg aoneand a half month- period ﬁom which .’
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The survey can be separated into some activities done by the group. The ways

the activities have performed by the group are the following:

!zesién Data Collection Method and_Forms. The decision was made to use primary
data, because of the scarcity of the materials on the fleld of our interest. For thai
 purpose, the questionnaire was developed which mainly consists of -Ope.n-ended
questions and made the purpose of the study objectives more understandable by

sending the project proposal with the questionnaire (See Appendix #1).

Design Sample and Co_llect Data. The sampling frame includes government agencies,

private and non-governmental organizations, and individuals involved in the real

estate pracfiéé. The number of private agencies and individuals acting in"this field is

- estimated at over -200. The sampling, selection process is judgmental and consists of

two parts. The first one, initial sclection, was based on the students’ information and
presumptions about the field of the competencies and professional knowledge of the
real estate area specialists. The second part of the proceés initiated with the results of
the cross-reference technique used to determine new potential respondents. As a result
- of abé‘v_e mentioned {eéhniqué the sample size changed during the survey (from 15 to
21). The list of respondents are in the Appendix #2.

Analyse and Interpret the Data. The analysis of the collected data was relatively

difficult task, because of the existence of open-ended questions and as a result, the

. impossibility to code the answers. Nevertheless we have done th@-data-tabﬁiatibn

which is presented in the next section of our report.
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V. RESEARCH FINDINGS

The.'g_roup of AUA studemts was offered the opportunity to work on the
. -creation of CR;ERT_ In order to find out the existence of real need for this organization
" and its purposed activities market reseexch was conducted based on the survey of
: professional opinions (See Appendix #3).
The first part of the questionnaire includes the questions concerning the need
- for éuch a * Center’ and- the possible issues proposed by the respondents the Center
- will address. Thé-results of this fﬁndamgmal pért of the éuestionnairé indicate that all
| respondents feel the necessity for the creation of the Center and suggested activities
.f(:)r 1t Th.e- mcﬁ-c fre;quet;lt iséues are grouped rinto’ ﬂlt.‘, foliov;finé ca‘t.eéovries:

. 1. Real estate, réal estate market, and real estate agents 'ihvestigatit)n‘bas'ed.oh
the internal and foreign inforrﬁation and the dissemination of its results.

2. Training, Certification, and Licensing of real estate market participants.

3. Development of the real estate policy, civilized real estate market, laws,
| legislative suggestions on that field and some professional methodology, and
: standards and tfaiinjng pfograms- for féa'l estate rﬁafke:t p;articipa.nt"s. |

The second part of our questionnaire was designed to identify existing
organizations that already offer some activities concerning the above stated issues and
' '.the programs they offer. The list of answers about organizations recognized by
_ respondents a5 proﬁding some of th‘e. I;ée;led a‘cﬁxzities dominated by: |

- Armenian Real Estate Association (yes)- 8

- There is not (no)- 7
Some programs have been suggested by different organizations in order to solve

Pl'eviously_ mentioned issues. The top three answers to this question are following:
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1. Do not know - 9 (35%)
2. Brokerage -4 (15%)

"3, Appraisal - 3 (12%)

The third part of the questionnaire reveals the most demanded research and training

programs, which the Center should develop. Among the most popular training

1. Training programs for real estate brokers and appraisers - 18 (35%)
2. Tr'ainihg _prog_raﬁns for real estate Law and real és‘tate lawyers - 9 (17%)
The more demanded fesearch topics are: |
1. Real estate markét -13 .(32%)- :
o 2RealesateLaw -7 (17%)
i The lmajority of respondents, answering the 8-th question expressed their willingness
. t.(.) participate in Steering Committee’s activities.
: The 9-th question of the questionnaire helps to enlarge the list of respondents by the

. people/organizations who are treated by other respondents as having good expertise

- only if a particular person/organization was named three times by the different
| interviewees. The list represents the people/organization that have market/decision
"'."p'éwer/-autho;ity in ;efal estate field and are,ben;ﬁ_cial to take part in the Steering
:. éommit!gee a(_:t_i..v.itieg:Ithe.top.;epr_esem;atives: aré _ — | | |

1. Yerevan State Enterprize of Inventoriz. - 12 (13%)

2. AREA - 9(10%)
3. Ministry of Urban Development - 8(8.8%)
4. Ministry of Justice - 7(7.7%)

o RE subject. The initial number of responderits was increased by one “bonius point”.’
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5. AGAT Company : -6 (6.6%)

6. DIA Company -4 (4.4%)

he last question gives the opportunity of the respondent to make some

ecommendations and suggestions concerning the proposed organization. Many

és‘pondents note that they greet the idea and are ready to help in the process of its
veation. The positive attitude toward the idea dominates the feedback. There is also a

uggestion to have branches of the Center in different regions in Armenia.

VI. IMPLEMENTATION PLAN AND COSTS

A. OPERATIONAL PLAN

The Ope1a’uonal Plan is de51gned to reach objectwes of the Center for Real
‘Estate Research and Training (CRERT) According to the survey results, the Center

___has to perform several tasks, These are research, training, and consulting.

. 1. Research programs
Research programs are divided into two main categohes:
TInvestigation activities, which are real estate investigation, real estate market
xmvestlgatlon and real estate agenc1es mvestlgatmn As indicated by the sur;/ey
-ﬁndmgs that have derived the great demand for such programs
- Developmental act1v1t1es mcludmg those related to adv1sory reeommendatlons

Coneemmg govemmental real estate pohcy, law and legislation, professmnal

methodology and standards, and training programs. Actually, Armenian real estate
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islation is underdeveloped. So the necessity of such activities is obvious, and in the

ure the demand for them will increase.

a. Investigation Activities

eal Eétate‘lnvestigation (any topic related to Real Estate)

Experience of other countries - real estate notion is completely new for Armenia,
so the investigation of this field is more reasonable to start with the tnvestigation
of the expeﬁence of the devéloped countries.

Poliéies - the position of fhe Government toward real estate is reflected in ifs
policy. Laws afé results of the policy..

Laws of Armenia on Real Estate - an important but We_algly-devgloped 'poini.is the . -
Afmenian 1egislation on real estafe. It has many confusing pitfalls, so the necessity
of its investigation is obvious. In order to have stabile and modern real estate
market it is vital to have sustainable legislation.

Appraisal methods - up to now there are not standardized and professional
'apprr;lising ‘methods in- Armenian real estate market. NoWadays,'seVeral simple |
appraising systems exist (they also need to be investigated) and are used by few
- agencies and individuals. There is a possibility to improve them, and
| simultaneously to create new professional appraising methods.
: .'B-?ofessibhal is_sués - g, methgdplogy ‘and standards - of real estate fnarkc_at
" ﬁal'tiCipants_ {buyers aqd sellers, lessots and lessees, brokers and appraisers). The . -
= investigation of these issues will provide the ways to differentiate professionals
from the large number of “dealers” acting in real estate market, also will help the

average consumer to avoid unfair and dishonest practitioners.
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Training methods - taking into account that training programs are another

_jmportant field in which CRERT will act, the investigation and development of

..appropriate training methods is critical for the Center.

Real Estate Market Investigation

_Size of the market (volume of transactions, supply, demand) - investigation of the
veal estate market is more relevant to start with market size investigation. In this

«case, real estate market size can be perceived as volume of transactions as well as

isupply aﬁd demand for real estate.

Prices and factors influencing prices - this is the one of the most complicated
issues ré]ated to real estéte. The factors that aré inﬂuencing prices in the current
_si'tgatign. are pri}f-lcipal.lyi location, inflation, interest rates, $-AMD, exchange rate,
net income per capita, etc. So these factors are subject for deep investigation in
order to define a suitable pricing policy.

Trends ( dynamics). & forecasting - for the proper organization of the real estate
| ‘agency’s performance, it is very important to realize current market trends and, if
poSsiBIe, to make accurate forecast.

+-Government regulations - any goverﬁmental intervention into some aspect of the
“:real estate market has tremendous impact on that market, so the investigation and
~development of suggesﬁons on govgrmnental regulation will protect the. market
* from unvvillingl fluctuations. | |

 Others - other-aspeets of real éstate market that will arise.” -, ..

“iii. Real Estate Agencies Related Investigation

private agencies ( brokers & appraisers, domestic vs. foreign) - taking -into

consideration, that there are not any state agency in real estate brokerage, and all

10
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- transactions in the real ‘e.state market are conducted through private agencies, so
tl;e importance of private agencies investigation is critical.

government agencies acting in the real estate field - there_ are a few state and
governmental agencies (State Enterprise of Technical Inventory, Tax Inspectorate,
Offices of Condominium Service, Department of Cadastre, Real Estate Division of
the Government, etc.) in real estate field, and all of them are influencing the
private agencies’ activity in either way. For this reason their investigation is
important.'

unregistered agents - despite of existence of legal private agencies, there is a large
numlé;er af unregisteréd agents acting in real estate r’_narket_ Among them are some
' .wh()s.e experience investigation would be useful for real estate  market )
development in the future.

classification and ranking - in order to provide the general public with accurate
information about private agencies, and to create incentives for these agencies to
act professionally and ethically, classification and ranking of agencies is
necéssary.

b

vel tal Activities
1. Recommendations to the government on real estate policy - based on the results of
" _government policy Investigation (Armenian and foreig_n) recomylendations
coneerning real est'at.c'e policy could _'b'e_: made to tﬁq Gﬁvgf;mment. |
i, .Steps,t_owa_rd the modern real estate market - in order to comply with international
modern r;eal estate market standards, certain steps must be taken. So, any effort.' that

can bring Armenian real estate market closer to international standards, such as

11
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puterized informatiqn‘bank, Stanqardized documentation, etc. - should be in the

c'ps-'of the Center’s attention.

Real estate law and legislative suggestions - having the results of the survey it is

sbvious that lack of appropriate Jaws and legislative acts 1s one of the major barriers

-ygal estate fair practices.

\_,.' Professional methodology - in order to make agencies’ work easier, and

ocumentation standardized, customers-oriented policies and development of

'prQ'fessioﬁal methodology are essential.

- v. Professional sténdards - it 1s critical to develop professional standards such as high
education, some work éxperience, and so oﬁ, to have feal professiiona.ils acting in the

: Ar.men_ian r¢g1 estate market.

vi. Training programs - because of the constant changes in the real estate market;

training programs have to be continuously modified.

| 2. Training Programs
Training programs were suggested iay sur{fey r‘esp(')nélents. -They are listed here
according to priority and each of them can be used as separate course as well as with
other programs as a part of a full curriculum.

2). Real Estate Law - Taking into account the imppyta'nce of being well aware of laws
and sub'ordinate" leéisiati;)n for any. individﬂal/or'gaxﬁz‘at_ioﬁ acting in tﬁis field, this
program -should Be-offered. RN .

b) Real Estate Practice - This program is designed to familiarize participants with

the entire scope of activities that are performed in the real estate field. The

12
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participants will be taugh;t on the following issues: contracts (sale, lease), title
sransfer, privatizing, assessments, appraisal, types of brokerage, etc.

Ethics - This program will consider ethical issues while conducting business in
real estate brokerage. law and appraisal. According to the survey resuits and taking
‘nto consideration that brokerage, law and appraisal are the most important

functions performed in real estate market, ethical issues become more important

- and even vital.

Appraisal - According to the survey results and taking into consideration that
appraisal is one of the important functions performed in real estaie market,
CRERT should pfovide such training program.

‘Real Estate prac’uce for Lawyers Survey shows that agenc:les have great demand
for p£ofess1onal lawyers spémahzed in RE for permanent work with th;t agencies. -
Real Estate Agency Manager - For increasing the quality of services in real estate

agencies, specialized real estate agency managers are needed, for which this

program is provided.

Prbperty Managenient - According to the increasing nurnber of condominiams and
lack of any educational support for the personnel that will serve these
condominiums, this kind of program is needed to provide the apprc;priate level of
condominium services._

Real Estate for the gcn;afal pu.blic.._- Tq inc;ee_nse .f:xﬁargness,of gen¢ré.1_the public on
real estate, to inform i:h_gm_‘about changes in legislation and; finally, to make it

easier for agencies to work with their clients, this program will be developed.

13
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Condominium service -

1. Condominium Course #101- Infroduction to the Condominium Concept

certificate course):

A one -day basic condominium course for residents, condominium presidents,

board of directors, managers, etc.

This is a general course on the basic concepts of condominiums - how to form a

condominium in a building, how to call a general meeting, what are the three

forms of ménageme‘nt, how to choose a management agent, what are

responsibiiities of the president and thé board, how to prepare an annual budget

of revenues and expenses, wﬁat are the rights and obligations of condominium

_mem_be.rs.,r- how ‘mem_l_)_ers. cop_t;ibute in common expense_s’, and 50- 08, The )
textbook of the course provides 'materials for the course, as well as some

standard forms - bid specifications, management contracts, €tc.

2. Condominium Course #201- Facilitators Course (certificate course):
Condominium course #101 is prerequisite for this course.
A -one-day special course for facilitators (peoplé who assist residents in
~condominium formation ‘process), property managers and condominium
officers.
This course is more specific and ~provides. information on how to cxami.ne. the
-con‘dition,_(')f the buildii_{g, how. to determine ._sgeciﬁc ﬁaint@@ce activities required -
for the building, how to start the pfbcess of condominium formation. and caIl"_a )
founding meeting, etc. The textbook contains materials for the course and a model

registration package - model charter of condominiums, model decision of residents on
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formation of a condominiﬁm.in their building, application or registration, description
of property, list of unit ownérs in the building, description of the land parcel, etc.

As mentioned above, the programs can be used as a part of full curriculum also. There
are 4 complete courses - brokerage course, appraisal course, real estate lawyer full
course, and real estate agency manager full course. It 18 foreseen, that all of the
courses will consist of three - four programs:

Real Estate Course

A sixteen hou?s basic course for real estate agents.
The textbook‘ of the course provides materials for the following topics, ‘as well as
presents experience of the Western countries and model forms and contracts.
-. 1. Real Estate Law; S
2. Real Estate Practice
3. Ethics

Real Estate Appraisal lete course
1. Real Estate Faw

2. Real Estate Practice
3. Appraisal a. For taxation
7 b. For market value'
' -‘ 4, Ethics |
Real E, s:z{tc I._,aml er complete coqi:gc )
1. Real Estate Law

2. Real Esjcate Practice

Because appraisal is conducted for two purposes - for taxation and market value, it is relevant to
divide the appraisal course into two categaries.
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5. Ethics

Real Estate Agency Manager full course

1. Real Estate complete course

2. Real Estate agency manager2

Note: Condominium courses #1017 and #201 are currently being provided at Yerevan State
University’s “Condominium Training Center” on a regular basis. This course also is

provided to other cities of the Republic.

Real Estate Brokerage Course has been provided only on a pilot training basis.

3. Consulting and Informational support
' The last, but pot least part of activities the_nt CRERT will perform .is consulting
and infoi‘mationéll support. The main aim of consulting part is to provide consulting
services and, thus, to generate income, using a speakers bureau to provide speakers for

‘the public and organizations. The purpose of the latter part is to support training

‘programs providing them with textbooks and other printed materials, and to prepare

:é.
g
;.

“educational programs and matcriais""isuch ;s TV and radio'pr(')'gra'ms, \—rideos, writtén'
articles, etc. for the general public.
A. Consulting
¢ speakers bureau
B. Inforﬁiational -support
o - . .textboitgj_lgs.
¢ articles in the media

¢ brochures

? Real Estate agency manager has to be well aware of all spheres of real estate.
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« information newsietters
. radio&TV

o videos

B. ORGANIZATION AND MANAGEMENT PLAN

The Center's Permanent Advisory Board will be composed of prominent
professional_s in the community and will be the Center’s policy makers. They will
eléct ofﬁcers among thems.elifes and serve'on a voluntary baéis (non—stafﬁ.

The_Center willlha\fe'following staff and non-staff positions:

- the Manager of the Center, who will conduct all managerial activities needed, such
as tb plan lectures and to ’bfganizé updat‘ing of pr‘bgrafns, édme kind of reséarch
activities, and will represent the Center everywhere. This is staff position. ~

- the assistant of the Manager, who will conduct all paperwork, will help the Manager
in reé.earch, planning and scheduling activities. This is also staff ﬁosition.

- the Accountant of the Cente;, wh(; ;h.{ill keep all accoupting tecords needed according
to the iegisiatioﬁ..lt:will be ﬁé;l-staff p'o.s-i‘;i.on.. | | o

- the computer operator, who .wilI enter all information into computer creafing bank of
information, and will provide other computer services. This is staff position.

s Tr;aint_;rs/Lecturqrs, who will conduct the yariqus courses on a contracmaI' basis with

"

* the Center.
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C. FINANCIAL PLAN

The Center will réquire two kinds of financial support at the beginning of its
acti{rities:

- start-up capital;

- operating capital.

The start-up capital is needed to purchase permanent office supply, equipment,
furniture, and incur some starting expenses. This is the sum that will be spent before
the Center statts its operations. AH the start-up costér émd expenses are reflected in the
Exhibit #1 and constitute the sum of $15,555. This sum will be provided by ICMA
'within the technical assistance program that also aims to help in the Center’s creation
process.

The operating capital is needed to cover operating costs until the Center will
gain positive cash flows, or, stated another way, to fill the cash flow gaps that will
exist at the beginning of the Center’s operations. The operating capital can be in the
form of credit line portions of which are extended whenever the Center shows
K négétiifé casﬁ iﬂc‘)\;/‘and; is equal ;co'théf aniounf..i;S’MA is ;:}%pected .to;‘ re::c-ten'd these'.
money also and finance the starting operating costs.

The revenues of the Center will be generated from training activities,
publications, informational support, and research. Training is the most important

source. of revenues. According to the schedule of the training prograins, estimated

number of participants and fees reflected in the Operational Plan and in Exhibit #2,
the revenues from training activities are expected to be $14,730 for the first year,
$20,960 for the second year, $28,260 for the third year, with the total amount $63,950.

(For more detailed information see Exhibit #3 “Pro-forma Income Statement™). The
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Center will face the following major variable expenses - trainers’ fees, R & D
expense, auditorium rent. Total variable costs are equal $ 18,061 for three years. Fixed
expenses copstitute largest portion of expenses of the Center - $43,760 for three years.
Lets consider the behavior of “lncome _Before Taxes” item. This item shows
continuous cumulative growth starting from August, 1997. Taking into account, that
the Center wilt ptovide the wide variet)-f of services, and that the prices for these
services are different, it is impossible to define the exact break-even quantity; the only
‘break-even measure that can be defined is the time (assuming that the Center operatee
~ according to the Operational Plan). One of the major factor affecting the break-even
pttirtt are ta}tes. There are four typee of taxes that organiiationé have to Ieay - inconte
tax (30% of income), value-added tax (16.67% of gross revenues), payroll tax (37% of
salaries and wages paid), and tax for exceeding wage normative (30% of the amount
exceeding 15 x minimal wage). It is expected that the Center will be exempt of

income tax for the first few vears of operations, and the tax for exceeding wage

normative will be eliminated. So, the calculations are based on the assumption that
| there are onISf two taxes - value-added tax and payt'ell tax. For this case, the Centet
will show positive cash flow starting at June 1999 and will break even at the end of
September, 2000 (when cumulative net income exceeds zero level). For this case the
Center will need operating. capital totaled to. $13 106 up to June, 1999. ICMA is

going to ﬁnance the Center S. act1v1t1es untlll September 1997. By thlS time the

operating capital gap will be equal to $7,166. Afte_r this time the Center will apply for
additional $5,840 from alternative source of financing. The case without taxes and the

impact of above mentioned taxes on income dinamics is shown in Exhibits #4 and #5,

respectively.
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Taking into account all above mentioned, and, knowing that the Con.dominum
Service Center of the Yerevan State University has large tax priviledges - that is tax
exerﬁption according to the decision of the Ministry of the Economy from July 5-th,
1994, the most relevant way for the Center to conduct its activities 1s to join
Condominium Service Center with the revision of the objectives of the latter and the
expansion of the field of its activities.

In this case, the cumulative income'gr'owth starts at August, 1997, and the
break-even point occurs at May, 1998. The cash flow gap and, respectively, the
operating capital requirements are. equal to $3,549. The Pro-forma Balance Sheet,
Césh Flow Statement, and I.nf,;bme Statement fm; bc;th the case with taxes and the one

without are presented in Exhibits #.3, #6, #7, #_8_, #9, and #10.
D. MARKETING PLAN
1. SWOT ANALYSIS

a, Strengths

i. Well-thought-of by future potential clients/subscribers.

‘During the preliminary work on this-project, initiative group discovered positive '

attitude of some segments of. potentiél' éﬁétomers, toward the group, the project, the-

“way job is done, the quality of the job, and the future activity of the Center. If this

initial perception will be maintained and spread among remaining segments, it will

become one of the major strength of the Center.
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ii. Market leader

Taking into account, that there is no such institution in this field providing organized
trairiing programs, the Center will automatically become a market leader with all the
benefits of first entry.

iii. Well conceived functional area strategy

It is natural, that functional area strategies are well conceived, because creation of the
Center is based on the business plan that is written on understanding of existing
problems and needs, and the actions directed to overcome them and precise separatién
of functional areas. It will be logical to conclude that the ﬁ;n.ctional area strategies can
be imﬁaiemented.

iv. Better Advertising .

An advertising budget (related.to sales volume), using major media in the initial

promotional campaign, allow the assumption, that the campaign undertaken by the

Center will have strong impact on consumer purchase decisions.

v. Product innovation

: _l.Takirig' into account, that-the céncépf of continuous updatil'lg of the training/written
products are the core of the product strategy and assuming Center’s management team

3' ability to respond to a change in the market, product innovation can be considered as a

strength of the Center.

vi. Management skills:
The management of the Center will be conducted .under the- leadership of Diana

Avetian, who has MBA degree, and broad experience in real estate research and law.
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b. Weaknesses

i. Low awareness.
Because the general public is one of the Center’s target segments, the low awareness
about the Center can be considered as the weakness of the company.

ji. Shortage of financial resources.

The financial objective of the Center is to become self-sustaining. Any unexpected
changes in ca_sh flow can affect the Center’s operations and risk Center’s future
: exist.én'ce.

iii. No Training & Research experience.

o Opp. ortunities”
i. Ability to serve additional customers’ groups or expand inte new markets or
segments.
Because we anficipated ongoing research in Center’s operﬁtional plan, the services
that anter will pro_vit_:le. '_c'an be easily gdo‘pt.ed to a new market requirements on the
forms of ﬁew training 'pr;)gré.ms..'ln the c;ase of successfﬁl operations and posﬂitive
image, the Center has opportunity to become a basis for real esta’;e graduate institution
and to serve new segments of the populiation.
i'i‘.‘ Aﬁility. to gﬁ)W rapidly due to strong increase ihmﬁrket demand.
‘Beéa;lsé of ma;inly \'rariable ‘natut"é of fhe c‘osts aséoéiated.v\.ri'ffx the Center’s f;c:.t'ivitiés;,
‘the Center will have ﬂéx.iblilitf o ncrease its operations in the case of -éui;ﬁg increase
in market demand.

iii. Licensing.
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There is an opportunity to initially become a certification-providing institution and, in
the case of a Government decision/law concerning real estate specialists’ licensing,
the Center could become an agent of the Government for qualifying individuals for

state licensing.

d. Threats (Cautions)

i. Entry of new compeiitors.

Armel.lian GO\.fermm.ent is .conducting liberal ‘policy toward not only domestic
e@ucatio11a1 01‘g2}ilizati011§, but toward fore_ign_ 0r_ganizati0ns’ brauchés in Armenia,
tob. So, the possibility of the entry of new participants is high.

i Relatively small market. ~

Because Armenia is a small country with a modest market growth rate, it is expected
that the market may decline for some of the Ct;:nter’s activities after the initial years of
operations.

iii. Costly rggulatory requiremen'tsl.-

Be.cause of the Arﬂlenja'is iﬁ trﬁnsitionhperiod and the legislationris underdevelope(;l,
any new regulations somehow related to the Center’s activities can represent an

impediment for the Center.

2. MARKETING OBJECTIVES
' a. Sales Objectives
During the first year of its existence the Center is planning to offer five

training programs on the following subjects:
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Condominium services : - 2 courses
Property management - 1 course
Real estate brokerage - 1 course

Real estate appraisal - i course
The estimated number of participants for the first year is 955. During the next two

years the Center is planning to offer 3 additional training programs.

Real Estate lawyer - 1 course
" Real Estate agency manager - 1 course
Real Estate owner - - 1 course

For thé folléﬁv_ing two years it is expected -t‘hat t};e numberhof participants tfained will
.. Incredse up:to-224(. In addition.to prgposgd-salgs,_ the. Center has to Work'hard o .
develop a market for training.programs. Publications, consulting and informational
support canl be considered as an additional source of revenues.

b. Financial Objectives -

It is anticipated, that the Center’s first year costs, both start-up and operational,
will 'i:e subsidized by the ICMA So this financial support.m;jst be used Iz;lic;periy l'for
creating a basis for Center’s future financial performance. The only reasonable
financial objective which in this case conforms to the Center’s charter as non-profit
organization is to achieve break-even point by the time donor support terminates..

c. Consumer Objectivé's -
* " There'is widé range of ways -that' aré directed to serve thé Center’s target
market customers. Among them are:

a. lectures
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b. textbooks, brochures, a1ﬁcles and newsletters
¢. speakers bureau

d.radioand TV

e. video

f. experts advice

The significant portion of the Center’s consumer objective is the creation of
positive attitude toward the Center. Building up the good image and credibility are not
less important parts-of Center’s consumer objectivé. The future performance of the
Center should serve as an evidence helping to gain, to prove and td maintain the
Center’s image asa provider of high quality services.

OBJECTIVES | YEAR1. | YEAR2 | YEAR3 |For3 Years

1. | Sales 955 1100 1140 3195

Particioants Participants Participants Participants

2. | Financial - Break-even - .

3. TARGET MARKET

a. Segmentation
The customers that the Center will serve are the general public and real estate
-sp'eciaiists' (btokers, appraisers, lawyers, property managers, agency managers).

" The first major segment can be divided into following subsegments:

1. Buyers and sellers

2. Lessors and lessees

3. Collateral givers & takers

25




CRERT, 1996

4, Individuals/01'ga:ﬁzations privatizing real estate (from the State)
5. Owners
The second major segment can be divided into following subsegments:
1. Brokers
2. Appraisers

. Lawyers

L

4. Property managers

wn

. Agenc’:y managers

6. Condominium managers

4. COMPETITION. -
As the results of the survey show, there are no real competitors in this market.
There are some organizations that have been providing some training programs and

research during the last two yecars. Among them are: Center for Condominium

Services at Yerevan State University (two condominium courses), Armenian Real

Estate ‘Association (brokerage and appraisal), and Union of Armenian Real Estate

Agencies (brokerage). But there is low awareness about these courses and those
attended these courses evaluate them as of mid-to-low quality. Taking into
consideration the current situation in the market and low level of competitiveness,
' there is a real opport'un_ity t.o capture a .sign.i'ﬁc.:a.nt market s_ﬁé,ré in pro.;'ic_:ling. t_rainin‘g"
. and research ‘servic,es in ‘t._he,, rea] estate field. In order to maintain this market.share in
the future, the Center has to create trust and credibility by having qualified specialists

and by providing high quality output (real estate specialists and information). In the
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case of future successful operations and good image, there is a possibility for the

Center to become a basis of a real estate graduate institution in Armenia.

5. THE SERVICE MARKETING MIX: SEVEN P’S
a. Product Strategy

The Center is going to provide the following training programs (Exhibit #11):

- Condominium #1 - 6 hours certificate
- Cond'ominiurh #2 - 6 hoﬁrs certificate
- Property Management - 12 hours certificate
- Real Estate Brokerage - 16 h;)urs 'certiﬁcate
-;'—-Rjeal Estate Appl?&isal-_- -~ - 20hours’ - - certificate.
- Real Estate Lawyers - "40 hours certificate
- Real Estate Agency Manager - 48 hours certificate
- Real Estate Ownef - = - 2 hours -

Besides training programs, the Center will have other kinds of services. There
will be consulting, - informational support as a result of investigation and
developmental activities in several topics related to real estate. Continuous updating

will be used as an innovative approach for these training programs in order to follow

. and meet the new emerging demand in the market. The ongoing research will be
conducted ‘to find out changes .in -consumers’ preferences. . The quality "and |
B professionalism are:to’ be provided through the Center’s services in order.to create -

good image and positive perception among consumers.
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b. Pricing Strategy
i. Training Programs
| The prices for training programs are set using the following assumptions:

1. Arm=nian consumer has low purchasing ability

2. Prices depend on the segments the Center is going to serve
We can consider the following groups of consumer while making the pricing
decisions:

L. General Public & Condominium Management |

2. Property Managers, Brokers; Appra1sers Lawyers, Agency Managers

The Separatlon into the above stated groups is explained by the following

s c;ons'lderatmn, ‘The first group participants do not have future profit objectives while’

attending the courses. The beneficiary of the first groups participants activities is
directly the public-at-large. Taking into account this fact, the prices for training
programs for tiliS group are set as low as possible and are equal to $5 for
Condominium #1, #2, and $3 fbr RE for public. Prices for the courses in the second
group ;':u;e 'se.i rcle;tively higher because of the 'oppc.)rt.unity to make money./ after
studying at the Center. The second group members have real expectations about the
implementation of the knowledge gained during the training, and medium-to-high
level of income as a result of it. Although the pnces for second group are set relatlvely -
hlgher they are still low in absolute. sense: They are about $4/hour for Propeérty E
‘Manégement (850), real estate brokerage {($70), real estate appraisal ($8(}), real estate -
Jawyer ($130) courses, for Real Estate Agency Management course ($200). This

prices are subject 10 change in the future depending on the demand, costs, and
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economic conditions (inflation, etc.). The estimated number of participants (demand)
for each course is baséd on the following assumptions and logic:
- Coﬁdominium #101 & #201- there are about 5,500 buildings in Yerevan, 400 from
which are registered as condominiums. There is a trend for this number 10 increase
drastically in the future. It is anticipated 1,440 participants for three years for
Condominium # 107 and 720 for Condominium #201. -
- Property Management - Because one person can serve in average 10 Condominiums,
the potential mimber of property managers is 550, and anticipated that half of them -
275 will attend this course during three years.
~ Real Estate Brokerage - Taking into account that there are about 150 registered
. agencies-and that only half of them are performing now with in average 2 agents in,
each‘agency, and thererare ﬁany unregistered individuals acting in the real estate
market - estimated to be also 150, and signiﬁcant part of them (60%) will also attend
-this course, the potential number of participants will.-be 240 for three years. This
number may be even greater because there are no entry barriers in this business,

- Real Es.tate Appraisal - Abcording. to the survey findings i‘..her,e is high demand for

fhis course, Half of the number of real estate market participants (150) and almost all

Armenian banks representatives (30) will attend this course during three years.

- Real Estate Lawyer - Despite the fact that there is high demand for this courese
) todaiy, it will 'taI_{e’ time, monesf, é;ld effort to dgve_l_op the prqgraryn'fo,f th1s ‘_coui"se. So,
the .Center is going to offer it at. the_.gn_d of third year ?.fter 792 .hOIJl.rS, of Fef:sea_rch_
during preceding nine months. By that time the demand for this course is estimated to

be 40 attendees per year.
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- Real Estate Agency Manager - The lack of managerial skills is deeply perceived by
most of agency managers. This program require 528 hours of preliminary research and
is expected to provide some special knowledge. It will be offered at the second quarter
of 1999, and it is expected that the half of the managers of existing agencies will
attend this course. The estimated number of participants is 40 per year.

- Real Estate Owner - This program will take start at the second guarter of 1997. As
statistics shows, 2-3 % of all apartments are offered for sale, and it is critical for both
buyer and sellér to get some general information about real estate. More than 3,000
people are intended to sell or to buy an appartment each month. 5% of this quantity is
renewed each month. That means that about 150 people are involved in that
tra1.1'sg<.:tions-‘each_ mon_th_._.If(- is reasonablg to p}“edi_ct that at least 10 out of 150,‘-wi11 _
attend this coursé. |

ii. Publications & Research.

The prices for publications and research are going to be determined during the
Center’s operations in the future. They will be set at the medium-to-high level of the
-',pribes of the similar products at the market. |

After successful performance the Center will try to set prices so that they will be

affordable and, simultaneously, convey the image of quality and prestige.

c. Place |

. The Center will use several distribution chansiels for its offerings.
1. Training programs will be taught in classrooms or auditoriums, by-radio & video, . -

by textbooks.

2. Information will be disseminated through brochures, newsletters, speakers bureau,

radio & TV.
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3. Publications in term of books, booklets, brochures, etc., will be sold through
retailers and by Center itself.

The following physical distribution facilities are needed for implementing training
programs: auditoriums for 25 people with all needed furniture (tables & chairs), and
equipment (blackboard, projector, etc.)

Courses #1, #2, #8 will be conducted at YSU according to the schedule. (See
opérational plan). Courses #3, #4, #5, #6, #7 may be conducted at other facilities
according to thé budget/schedule.

d. Promotion

The Center recognizes that the key to success of this time requires extensive

promotion. This must be done aggressively and on a wide scale. The Center plans to ...

advertise in majof newspapers, radio, and on Armenian TV. (Cost for newspaper adds
for 1 sq. sm. is 100 AD, for 1 minute advertising on TV the cost in AST1 is $180, in
AST2 is $150, in CTR is $300. See Exhibit #12).
Advertising and promotion objective
- To bbsitiorl the Cénier as a leader in i)rovidirié h.igh quality, proféssibneil' t.rair'i:in.g
and research programs, and the best consulting services in the Armenia |
- To increase awareness among the general public, real estate specialists, business
managers, government officials. .
. e ?eople :

As stated above, the Center is going to offer several 'services. One of them is
training programs. The trainers will provide lectures according to the course

description and will be paid on a hourly basis. There are eight training programs that
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Center is going to offer. F or three of them (Condominiurﬁ #101, Condominium #201,
and Real Estate Own"er)‘proposed programs, materials, textbooks, and trainers already
exist. Trainers are professors of Yerevan State University that have already taught this
courses in the Condominium Service Center of YSU. In order to train the trainers for
other five courses (Real Estate Brokerage course, Real Estate Appraisal course, Real
Estate Lawyer course, Real Estate Agency Manager course, and Property

Management course) foreign specialists funded by ICMA or other donors, who will

- train local trainers, will be invited before each program will take place. After that,

local trainers will continue teaching based on the knowledge received during studying

' with invited lecturers. The level of new particiﬁants’ knowledge will be proven by the

- final tesf undertaken after finishing each study.

Another important service which the Center is going to provide is research and
consultation. Research will be conducted according to the schedule (See Appendix #5)
and according to the received orders. Research will be conducted by the staff of the

Center, and contracted consultants. The contracted people could be students and

" professors of local’ educational’ institutions, and/of some agents from specialized

agencies that can provide high quality output.
f. Process

Lectures of each course will be conducted according to the course descriptions.

- Trainérs will use textboeks, handouts and other printed materials as well as some kind

of visual aids such as transparencies, videos, etc.. -

The process of the research programs will depend on the nature of the job that

should be done according to the orders received.
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g. Physical Materials ( Equipment)

Except the furniture for auditoriums - tables, chairs, and blackboards, the
Center .will need the following equipment in order to conduct successfully all
activities reflected in the Charter:

{. Personal Computer (1) - to create bank of information and to keep records of all
conducted programs, both training and research, as well as fo keep accounting
records 6f the Center.

2. Copy machine (1) - to provide printed materials for training programs’ participants
and trainers, such as handouts, and to prepare brochure_s, Pewsletters, invitations.

3. Projector (1) - to provide visual aid via transparency during all fraining programs
and seminars. |

4. VCR (1) and TV (1) - to provide visua_l aids via videos during the lectures and

seminars.

5. Telephone (1) - for office use.

6. Air heater/conditione_r (1) - for office use.
7. S-afe (D : to' k.eepi documents.
8. Tables and desks, and chairs - for office use.
5 Costs of some items needed to be purchased are reflected in the start-up costs

(see Exhibit #2).

VII. CONCLUSIONS
Based on the above stated survey findings the following conclusion can be

made:
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- The concept is valid |

- The majority of existing problems in the real estate field are addressed by

project proposal

- There are some issues that were not reflected in the proposal ( licensing,

suggestions about iaw, development of real estaté market, professional

standards and methodology).

- There is a low level of awareness about programs already offered by some
organiﬂza‘tions. '

- There is a high demand for Real Estate brokers, appraisérs and lawyers
‘{faining proéfams.

. - There is a demand for real estate market and Law research.,

- People appreciate the idea and want to work with ‘proposed Center. -

VIII. RECOMMENDATIONS

* The previously mentioned survey findings and the conclusions based on them
help ‘to ptopose the followingArecbmmendations é‘lb'o'ut poss'i'ble. actiéns while éfeafirig
the Center, and the objectives and activities for the Center after its creation. These
recommendations are mainly speculated on the answers of the surveyed persons.

This is the list of recommendations proposed by the research group: .

1. I;r'oceed with fhe lc':reaﬁ;)n' olf the prc;poseld' irllstitufé.- - C

2. Determine if -there are édditional préblerﬁs in the real estate field ‘not
mentioned in the survey responses.

3. think about the possible additional field of activities for the Ceriter, such as:

- development of the real estate market;
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- developmént of the suggestions about real estate legislation:

- devglopment of profeéssiona! standards for real estate activities
participants;

- development of the methodology for real estate aétivities;

- development of a licensing process of real estate market
participants;

4. put emphasis on the marketing part of the project in order to increase the
awareness abouf the Center and the ﬁrog'réms that it will perform;

5. bes'ide of the brokerage and ar:)rprais'al training- programs development, put
éﬁlpl{asis on the developméhf of real estate la@yefs training. program which does not”
- exist anywhere in RA; |

6. Initiate, create and maintain the credibility toward the Center. It is critical

to follow fair rules in the process of the Center formation. This need should be
perceived seriously, because of the real estate market participants’ negative experience
with creation and activities of existing firms and associations.

.7. Consider v.vhich options are available to the'Center in terms of fecéiving tax-
exemption status (see financial plan). Tax-exemption will provide the Center with
significant advantages in achieving self-sustainability within a reasonable time frame.

8. Investigate qollagboration with the pxilsting. Coqdominium Center at Yerevan
.'Sté'te University,_;&t Oppo;;ed t_.o the establishment of a new. iﬂdependeht e,mjit.:;r.' - |

‘ 9. Further research among segment(s) of population. . *
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IX. EXHIBITS
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Exibit #1

START-UP COSTS AND EXPENSES’

‘ Units | Cost/unit | Total Cost
Permanent Office Supply ' ' $ 300
Equipment :

Pentium-166 1 $ 1,730 $ 1,730
Printer: LaserJet 4+ 1 $ 2,090 $ 2,090
Copy Machine 1 $ 7,000 $ 7,000
Fax _ 1 $- 450 § 450
Heater 1 $ 170 $ 170
Air Conditioner 1 $ 400 $ 400
Refrigerator 1 $ 3000 $ 300
Teléphone 1T |$ 75 $§ 75
Furniture - - :
_Desks  (1*$140+2%$100) {. 3 $ 340
"Chairs - (3*350+5*$30) | 8 $ 300
Bookcase 2 $ 200 $ 400
Wastebaskets 5 $ 10 $ 50
Small Desk 1 $ 100 $ 100
Utitities ( $350-Local phone) - $ -350
Subscriptions, Library, efc. $ 1,000
Opening Adveitising & $ 500
- Promotion . , ’
Total - $15,555

* All costs are shown according to the market prices.
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Exhibit#6 |

Regular Non-Profit Status

i
i
BALANCE SHEET as of December 30 i
~—4e95 1897 1998 ' 1999
ASSETS ......
Cash . . $23364,5 0.9 (1,869)- % (1,084)
Accounts Receivable : : : :
|Inventories ' -‘ ] !
- {Net Equipment & Supply ' ' 13,705 | $ 13,705
" [Accotnts Payable . 's™ - '8 - % LT
Notes Payable % - $ - % - 5 - ‘
Accruals $ - |$ - i%$ - 1% -
Long-Term Bonds $ - $ - %5 - % - i
| 1 K
‘ il
' I
: |
Paid-in-Capital $ 408 125|% 125,% 125
Retained Earnings $23,324 1% 13,580 | $ 11,711 | § 12,5646 e

et g
Tan i
W R e R
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Exhibit # 7
Regular Non-Profit Status

STATEMENT OF CASH FLOWS

7906] 1997, _ 1998 1999

Net fncome _ R & . Jjga76m\$(1&m)$(1omn
Depreciation ' I . s -8 -
Increase in MPayable fﬁf_ﬁ $ - %8 - N
|ncrease in Accruals Tg. . - —@__-___ﬁ‘gi_u B
Accrugls T e

Contribution of ICMA
Increase in Notes Payable
increase in Bonds

& g 53 ok

Net Reduction in Cash and Marketable Securities $(23,364), $ 23,364 $ 1,869 |% (835)
Cash and Securltles at Beginning of Year $ - $23364 9% 0% (1,869

w.' 4 t5 - L AN T
: £ ; 3 2 B 2 % s f A A

% s A
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Exhibit # 9

Tax Exempt Status

BALANCE SHEET as of December 30

1996 | 1997 1998 1999

. | : ‘
. |Cash 1$19,144 | $ 1259 § 5197 $ 9,385
Accounts Receivable ' \ '
Inventories ]
Net Equipment & Supply |

$ 13,705 §$ 13,705 § 13705

Accounts Payable ¢ .
Notes Payable
Accruals
_|Long-Term Bonds

&8 e8| 0 A

1 ]
FPAPTIPTAPYS

[}
ol;le;|al

1]

Paid-in-Capital § 40|$ 125§ 125 $ 125
Retained Earnings $19,104 | $ 14,839 | $ 18,777 E $ 22,965

s
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Exhibit # 10
Tax Exempt Status

STATEMENT OF CASH FLOWS

i 1996] 1997 1998 1999

Net income 5. - (2,291). % 5197 $ 9385
Depreciation ~ _ ‘ ' 15 - '$ - %8 - % -
Payable $ 18 - 8 - $ -
5 - s - 8
: ' $ 3
$ %
[ $ - $

% g
Soshihis ﬁﬁkcEmEL %

Contribution of ICMA -
Increase in Notes Payable ' . : i
Increase in Bonds

; s B N : R TS

i e

Net Reduction in Cash and Marketable Securities | $(19,144)| $ 17,886 | § (3,939), $ (4,188)
Cajsh and Securities at Beginning of Year $ - $10144 |[$ 1,259 | $ 5,197

sl s

St
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Exhibit #11
DESCRIPTION OF COURSES
Courses Duration Fee/ Starting Frequency Number of Updating
Course Date participants

F"Condominium # 101 | 6 h/ 1 day $5 01.01.97 1/ month 480/ year Semiannually
Condominium # 201 | 6/ 1 day 55 010197 | 2/ month 740/ year | Semiannually
‘f.Property 12 1/ 2 days $50 07.01.97 l/quarter 160 / year Semiannually
| Management

 [Real Estate 16 W 3days | S70 | 0L0L.97 T/quarter 80/ year Quarterly

3 Brokerage

Reai'Estate T+ . [20h/4.days |- $80. | 10.0L.97 ~ l/quarter 80 /year - ‘Qu‘arterly- i
Appraisal

i 1 Real Estate Lawyer | 40 h/7 days $130 10.01,99 1/quarter 40 / year Quarterly

- [Real Estate Agency -| 48 h/ 8 days $200 | 04.01.99 1/quarter 40 / year Quarterly -

f | Manager '
. | Real Estate Owner | 2h/1day $3 07.01.97 1/ month 120/ year Semiannually
52
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Exhibit #12

ADVERTISING RATES

Advertising Contact Chapnels Served Scheduled per minuté rate Regions
(Dollars} Covéred
State Advertising Channels I and Rates for Channel I Republic
Agency Il Armenian Ad clip Armenia
(division of State State TV o 18:00-20:00 -- $6(/300
Television Company) o 20:00-22:00 -- $90/500
o 22:00-24:00 -- $80/400
All advertising on CH Il is
' di;;:oﬁnté{i' St);’ﬁ;.frOm.fﬁe above i
- rates
"Paradise" | Channels I and $60 ROA
Advertising Agency 11 Armenian CH I: 20:00 & 23:30 (only)
{private compﬁny) State TV CHII: 19:00 - 19:30
| | (Fri. & Sun only)
"A1" studio Channels I and $90 ROA
(private company) II Armenian
State TV
"M" affiliate ;)f the '. : Osta.nkino TV, . Day: $2,000-54,000 CIS ) 1
. Russian State _ Con'llpapy_ (OT.V)_ Evg;;ing: $5,0QQ-$8,600 éoun'tries
TV/Radio Co. | " o -
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Advertising Rates For Armenian Radiostations

Type of Channels | Hours of Per minute rates Regions Schedule
program Broadcast (Dollars) Covered of
programs
State Radio City 6:00- $10-$30 Yerevan Every
Company radio 24:00 6:00-8:00: 520 day
(state nefwork, 8:00-14:00: $30
company) LW, 14:00-18:00: 520
UﬁW | 18:00-22:00: $i5
22:00-24:00: $10 -
Stereo AM, 10:00- $30 Republic of | Every
Studio UHW, 17:00 (50% discount Armenia, day by
(state City available for the Caucus, AM and
company) radio purchase of 10-15 Baltic UBW
network | spots) |
HAI-FM M 7:00- $3-510 Yerevan Every
(private 105.5 24:00 day
. company) - |- 7
= Lasto’ M . C7:00- T$10-520 Yerevan | Every
(private 1065 24:00 | | “day-
company)
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X.

DICIES

APPEN
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Appendix A

"QUESTIONNAIRE

1. Do you realise the necessity to create a “Center for Rea' Estate Research
and Training” '

Yes No

If “yes”
2. In your opinion, what issues will it solve. List them by importance.

1.
2.

3.

o4

5.

If “no”
3. In your opinion, why there isn't a need for that “Center”.

4. Are there other organizations with the same type of performance? List

them, please.

._-1 )

2.

3.

4.
5. What programs they are realizing. List the programs, and using five point

scale evaluate:

56
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I to what extent they are able to solve the existing issues,
II. their correspondence to current requirements,

6. In your opinio'n, during it's activities what programs will the “Center”
suggest? :

7. In your opinion, what research studies will the “Center” realize during it's
activities? = oo ' :

57
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8. Would you like to be involved in “Center’s” steering committees
performance? :

Yes No

9. In your opinion, what other organization's representatives are appropriate

to be involved into “Center’s” steering committee’s activities?

10. What other suggestions and/ or recommendations you have.concerning .|
“to this organization? ‘ '
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Appendix B

List of Respondents

AREA - N. Zarian 22

. Tigran ~ Kocharian
Rudolf  Hounanian Tel. 56-25-63 0, 58-57-70 0, 62-87-70 h
Ruben Deghoyan
. Ashot Minassian

P L o o—

Government _ _ . y
5. Artak Bagratunt Tel. 52-36-93, 64-31

Armenian Builders Association - Korvuni 19a
6. Yuri Simonian : : Tel.  58-94-80

- USAID - Marston

7. Ivan Ford, ' Tel. 54-38
Yerevan Office Of Condominium Service
8. Ruben Ter-Grigorian . Tel. 52-03-53

Institute of Architects and Construction
9. Irina Vanian ‘ Tel. 56-28-98

Yerevan State Enterprise of Inventgrﬁ- Khanjiég st. : .
10. Arsen Bagratian ' Tel. 58-56-710r 58-51-76

ICM nsultant
11. Richard Almy Tel. 58-11-32

['ax Inspection, Real Property Tax Department

12. Samvel Abrahamian . . Tel. 53-81-75, 61-46

van Ci ount;

13. Haik Karapetian-- - - - "< Tel 56-49-71,56-59-81 -

73-37-31h.
Ministry of Urban Construction

- Cadastrial Department

14. Manuk Vardanian : ‘.Tel 58-33.21
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Companies out of AREA

“Tigris” Abovian st.

15. Vardan Saponjian Tel. 58-23-52, 56-12-92
“DIA” Nalb.~47

16. Erik Mesropian Tel. 52-18-98

“ AGAT” Abovian st.

17. Gevorg Avagian Tel. 56-15-49, 59-73-64, 59-73-65

“ AYAS” Abovian 16,
18. Tigran Muradian Tel. 56-29-57, 59-73-30

“M&EM” Grigor Lusavorich st.
19, Harutyun Martirosian Tel. 56-55-05, 56-55-83

~ Union of Real Estate Agencies of Armenia

“Elephant” - Natb.-5

. 20.Karen Avetisian .. . . Tel. 58-14-29 .
¢ IMPULS”
21. Khachatur Avagian Tel. 63-18-14, 64-00-69,
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Appendix C

Survey Findings

#1. Do you realize the necessity to creafe a “Center for Real Estate Research and
Training”?
100% of respondets answered “Yes”.

#2. In your opinion, what issues it will solve. List them, please.

1. Real Estate (RE), Real Estate Market (REM), and Real Estate Agents (REA)
activities investigation based on the internal and foreign information and the

" dissemination of its results.

Answers 3
Scientific research and analysis on REM 8
Apprisal methods investigation 4
- Contribution to the creation of information center 4
Devéloped countiies experience investigation ~ © 6
Liason role and trust development among RE 2
agencies
Provision of information for public-at-all 2
REM monitoring 2
Other _ 5
1
1

(O RN VUR SR

Price formation analysis

Informational support concerning RE engineering
provision

REM participants rating development 1
Training and information coordination 1
5 Provision of reliable information about REA |
activties

[ = =]

BW

2. Training, Certification, and Licensing of REM participants.

N Answers - : 23
1 .Specmhsts trammg .. S - 14
2 REaCthIﬁES part1c1pants 11censmg 5
“3 " RE managers’ training 3
4 RE owners tarining 1
61
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3. Development of the RE policy, civilized REM, laws, legislative suggestions on that

field and some professional methodélogy, and standards and training programs for

REM participants.

N Answers 35
1 RE legislation improvement 15
2  REM development 5
3 RE policy development 3
4 REM service improvement 2
5 Development of professional standards for RE 2

specialists

6 Other 8
1 Participation in the development of apprisal 1

methods for RA . , .
2 Training program development based on Center’s 1
investigations
RE appraisal service provision
Development of Law on RE brokerage
Elimination of RE *‘black’” market
Issuance of RE methodological forms
Standardization of RE related documantation
RE insurance

S0 <) Oy Lh oL
Pt ekt b e e

#4, Are there other organizations with the same type of performance? List them,
please.

[o—

Answers

AREA

No, there is not

AUREA

YSU

YSEI

There is, but I don’t know exactly

Other

Ministry of Urban Development
" Ministry of Agriculture-

Tax Inspectorate

RERPP '

Giprozem

ICMA

N I R N e - T e S
e e e e e O BRI RO R B =] 0O W
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#5. What programs they are fealzzmg List the programs, and using five point scale
‘evaluate:

Z
b
=N

Answers

[ don’t know

Brokerage services and training
Appraisers training

Creation of appraising system
Qther

Database creation and research
Tax regulation

Cadastr creation

Training on condominium foundation
0 General courses on condominiums

— o o = = LD Y L e WO

— N0 00 -1 ON L s Lo —

#6. In your opinion, dﬁring it's activities what training programs will the “Center”
suggest?

e

Answéfs .

Programs for brokers and appraisers

RE legislative programs

Programs for RE lawyers

REA management programs

Programs concerning any RE activity
General management program

Program on RE contracts

RE management and service program
Developed countries experience study program
[ don’t know

Others

REM monitoring program

REA manager’s asisstant training program
RE concept program

Tax policy program

Condominium program

RE pasportization program .
Government policy research program

-REi insurance program . .

" RE registration and cadastrial systern programs

[+=]

—_—

-

GO U B WN === 00U AW —
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#1. In your opinion, what research studies will the “Center” realise during it's
activities? '
N  Answers 42
I RE market research program 13
2 Legislation research program 7
3 Foreign countries experience research program 3
4 Price formation factors research program 3
5 REM participants research program 2
6 Psychological research program 2
7 Government agencies research program 2
8  RE appraisal mothodology research program 1
9 Tax influence on REM research program 1
10 REA experience research program 1
11  Social statement for RE brokerage 1
12 Old buildings research program 1
13 Project changes and control research program |
14 RE --- Banking system research program 1
15 Population migration trends research program 1
16 Research program on consumers’ opinion about 1
.. REinsurance ... . . . .
17" Future of RE in Armenia - - 1

#8. Would you like to be involved in “Center’s” steering committees performance?

Answers 21

N
1 Yes 17
2. No . ' 3
3 * Idon’tknow - s _ ) . I
W #9. In your opinion, what other organisation’s representatives are appropriate to be

”

involved into “Center’s” steering committees activities?

Z

Answers ) - 101

A. Bagratian L o 12
-AREA . | - : A .

Urban development Ministry

Ministry of Justice .

AGAT

DIA

General professionals

Tax Inspectorate

Marzpetaran

AYAS

Yura(sedoi)

O

e~ IR+ YR YR R UV B o6 B

—_—

W W W B B Oy 0D
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12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
.32

33

34
35
36
37
38

M&M

Ministry of Finance
Naticonal Assembly
CS

Ministry of Economy
Government

[mpuls

Fort

Tigris

Citizens

A. Pribylski

Banking system

REA

Agriculture specialists
Independent realtors
BPSPI
ARMSEYSMCONSTR
Mars

Elepharnt
Businessinvest

Artar . . .
Ministry of Education
PAS

Giprozem

Anush-7

NGO

No one

65
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Appendix E
THE CHARTER

of Center for Real Estate Research and Training

I General Provisions

1.1 Center for Real Estate Research and Training (hereinafter referred to as “the

Company”™) is a not-for-profit organization established in the organizational-legal

form of a limited liability company according to the foundation agreement of “ 7
1996.

1.2, Company is acting accerding to the Law on Enterprises and Entrepreneurial

Activity, Law on Non-profit Seeking Organizations, other pertinent legislative acts of

the Republic of Armenia, the foundation agreement and this Charter.

1.3.  The Company is a legal person (it may enter into agreemehts on its own

behalf, acquire property and personal hon-property rights and obligations, appear as a

plaintiff or a defendant in a court, economic court or an arbitration court), it has its

own balance sheet, bank account and seal.

1.4. The Company is prohibited from generatilig profits from ifs investment

property and economic activities. It also cannot become a member of any economic

union that is allowed to generate profit. The Company may use its revenues only for

purposes related to its activity and specified in this Charter.

1.5. The Company can establish affiliates for affording activities specified in its

Charter.

1.6. The founders of the Company are

1.7. Legal address of the Company:
1.8. Short name of the Center for Real Estate Research and Training: CRERT.

6%
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II The Objectives of the Company

The objectives of the Company:

2.1. Investigation of the real estate, real estate market, and agents/agencies activities
based on the internal and foreign information and the dissemination of its results.

2.2. Training and certification of real estate market participants.

2.3. Development of the real estate policy, modern real estate market, laws,
legislative suggestions, some professional methodology and standards for this field,

and training programs for reai estate market participants.

11T The Rights and Duties of the Company

3.1 In order to provide functions and obligations reflected in its Charter, the Company
has the right of: |

- to acquire equipment, stocks, and other assets according to the Legislation of RA;
use and own them, revenue and/or any other positive outcome; to use equipment,
rights, and foreign currency of others on contract basis. |

- to borrow money and lend loans.

- to plan its activities, to define the levels and prices of production and services.

- to create its financial resources. -

- to sell, to lease, to transfer ownership rights according to the Legislation of RA, to
be mortgage and collateral giver and taker.

- to invest its financial resources into other enterprizes and organizations.

- to sign contracts and to bear obligations according to the Legislation of RA.

- to export and import its own production or bought goods, to provide services and
perform activities, to use other organizations’ and citizens’ (also foreign) works and
services. _ )
- to sonduct foreign éconcmic activities accordingly to RA Legislation.

- to define its organizational structure and types of activities.
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- to hire contractors, sign contracts with them and define their wages according to RA
‘Legislation. - '

- to create affiliates, branches, representative offices, etc.

- to exercise other rights, according to legislation,

3.2 Company’s duties:

- to use received revenues only for purposes reflected in its Charter, not to generate
profits.

~ to have written contracts with all contract workers when hiring them.

- to bear responsibility and to recover damages caused by its activity.

- to pay taxes and to make other payments to the budget, to provide accounting
documentation cbncerning its financial conditions.

- to conduct accounting records and provide statistical data to the appropriate state
agencies according to RA Legislation.

- to publish any financial and accounting materials required by the Law.
IV The Management of the Company

4.1 A Council of Founders of the Company shall be a paramount body of the
Company. The number of votes of each Founder is defined by its share in Founding
Capital. Meetings of the Founders Council shell be conducted semiannually and as

needed.

4.2 Director of the Company is
4.3 An audit of the Company shell be coqducted according to the Law of Enterprises
and Entrepreneurial Activities. .

4.4 A Council of Founders of the Company will decide on:

a. Approval and/or amendment of the Charter and Foundation Agfeement of the
Company if necessary (ananimously). - .. . SN - . '

b. Approval of the Director of the Company and wages of the staff workers of the
Company presented by Directc;r. '

c. Approval of the Company’s performance programs presented by Director.
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~d. Approval of annual reports of the Company.
e. Announcement of distrust to the Director of the Company.
f. Wages of the top management of the Company.
g. Volume, shape, timing and order of additional payments of Founders
(unanimously).
h. Creation of affiliates, branches. representative offices, their Charters, etc.
1. Replacement of a Founder and/or admission of new one.
J. Termination of the Company’s activity (unanimously).
4.5 Decisions of a Council of Founders of the Company will be valid in the presence
of at least 60 per cent of the members (their proxies) by the majority of votes.
4.6 The Director of the Company will be hired by the Council of Founders. An
agreement will be signed between the Company and the Director. This agreement will
define the rights, obligations, responsibilities and relations of the Director. It also sets
the terms of job-payments, time period of agreement, firing conditions, bases for
~ termination of agreement, and other necessary conditions related to Legislation of RA.
4.7 The Director of fhe Company:
- is organizing activities of the company and bear the responsibilities
according to  the legislation
- is creating the staff of the company by the proved staff list
- in the frame of his position he is acting in the name of the company, is
representing the Company’s rights, is managing Company’s equipment, financial
assets, signing different agreements, is giving written recommendations, is opening
accounts in banks, is giving orders, is giving guidelines for Company’s employers.
- is performing other obligations according to the LLaw of the RA.
4.8 The rights of the Founder are:
‘ - to get information about the activity of the Company, to be aware of
accounting and other documentation.
- in the case of the termination of the Company and_for leaving the Company
- to geﬂback invested funds.
4.9 The duties of the Founder are: _
- to invest and to make additional payments in the Company’s assets according

to the Foundation agreement and/or to the decision of Council of Founders.
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- to perform assigned obligations toward the Company.

- to keep requirements of this Charter. .
4.10 By the decision of the Council of Founders that Founder of the Company which
systematicaﬂy does not perform its obligations or perform them in not correct manner
can be dismissed from the Company by majority of votes. This person can apply 10

the court if he/she finds that his/her rights are violated by the Company.

V Assets and Revenues of the Company

5.1 Assets of the Company belong to the Company according to the Law. They have
been formed by the Founders capital investments, revenues, and other means acquired
according to the Law.
5.2 The assets of the Company shell be accumulated:

- from financial and other investments of the Founders

- from income derived from training courses

- from sums donated to the Company by its sponsor

- from the sales of materials published by the Company.

- from other paid services provided by the Company.

- from grants and benevolent investments .

- from other sources not forbidden by the Law of the RA.
5.3 The amount of the Equity Capital of the Company is 50,000 AMD.
5.4 By the unanimous decision of the Council of Founders additional payments can be
required.
5.5 The Founder is obliged to invest its share to the date speciﬁéd in the Foundation
Agreement, otherwise the Founder can be dismissed from the company and his/her
share is distributed equally among other Founders or the amount of Equity Cap:tal
can modified with the simultarieous changes in this Charter. '
5.6 The Company can have Reserve Fund that is not less than is required by

legisiation. It can be used to cover unexpected losses and damages.
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5.7 The main financial indicator of the Company is the profit derived from the
entrepreneurial activities, which can be used only for purposes reflected in this
Charter.

5.8 All financial transactions and payments of wages of the Company are conducted

through banking system.

5.9 The accounting records and statistical data of the Company is performed

according to the Legislation of the RA.

VI The Termination and Reorganization of the Company

6.1 The reorganization and termination of the Company can be done according to the

Legislation of the RA, including by a court’s decision,
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Appendix F

" ADVERTISING SAMPLES

nLp guwOlwbnLy tip
wnwOdbwwnntd  Jwd  plwluwpw
quwdwnby:

INLp gwbhwbnru tip

wnwOdbwwnntd  Jwd  pOwyuwnpwG

qUb] Jwd Jwndby:

Uhwjl UGowipd Qnuyph

IGnwgnuniwb L NLurgdw

LUGOnpnGh Ywjwlwbp nLbGgnn
ghpdwyuwinipyntbltipp Ywipnn GG

wwwhndtp wju L wyl

“gnpéwpplbph wpwq, - wpnup L

wwwnwd  Ywuwnwpnedp b
éhL-_uJUhnungn:
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Do You want to sell Your house or
apartment?

Do You want to buy or to rent a house or
an apartment?

Only agencies having CRERT’s
certificate can provide You with fast,
honest and appropriate conducting of this
and other transactions and prov1de all
necessary documentation.
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Ubwnd qnyp qblithu, Juwswnbihu Yuwd Jupdwlwibihu
MUIULRE £ dholnpnhg hp dwulwghnwwlwh
npwlwdnpiwl wikbwbdwquagney G Gpupfuhpp % -
“Ulpund qnuyph dholnpnwlwl gnponiGlinipiniG” A

nwupbpwgh wjwpinwlywl Jyujwlwip:

UGzwnd gniph htitnwagnindwl b ntunigtwl YEGupnG

While you are buying, selling or renting the real
estate, REQUIRE from the broker the minimal
guarantee of the professional qualification - the
certificate on the completion of the
“Real Estate Brokerage” training program.

Center for Real Estate Research and Training
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