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From 1991 to date the Government of Armenia made significant steps to
establish a legal and regulatory environment in order to cope adequately with the
retreat of the state from its dominant position as housing provider that
characterised the Soviet period. The transition from a centrally planned to a free
market economy imposed the need to draw new legislation in support to an
emerging housing and real estate market but also to regulate different relations
between housing consumers and housing producers. It is worth noticing that the
Government of Armenia is enacting fundamental legislation that is helping to
create an enabling environment for those who buy, lease, finance, construct and
invest on housing thus enabling the establishment of a well-performing housing
sector. It goes without saying that all initiatives to improve the regulatory
frameworks will help to enhance more confidence among ali stakeholders
participating in the housing sector.

Furthermore the transfer of an immense housing stock from public to private
ownership propelled new obligations assigned to citizens but also brought to the
forefront the right to own and dispose of housing and land as commodities that
had to be sanctioned in additionai bylaws and complementary reguiations. The
transfer of responsibilities for management and maintenance of the housing
stock followed the privatisation of the housing sector thus requiring a new set of
basic laws. Residents and homeowners associations or condominiums were
assigned responsibilities and obligations that required additional legislation and
normative acts particularly for the multifamily apartment buildings. New
responsibilities and new relations have emerged among different actors and new
market mechanisms have evolved with manifold implications for the Armenian
population and particularly to those living in the predominantly multi-family type of
housing.

Additionally since housing provision through the state has virtually ceased and
housing finance is not yet fully developed, the access to housing is only possible
through the local market:meaning that housing can be either purchased or rented
in transactions involving individual owners who are willing to negotiate their
existing real estate property. Pricing, property valuation, brokerage, property
registration and contractual arrangements for the use, disposal and alienation of
housing and real estate properties imposed additional demand for basic
regulation which had to be drawn from scratch.
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It is also important to underscore that the possibility to own [and and make use of
it for residential purposes in a more liberal manner has opened up new
opportunities for single family housing production. This has helped to strengthen
individual housing construction but has also attracted various actors and new
relations between landowners, builders, housing consumer’s etc. which had to be
regulated in bylaws and codes.

The fundamental shift in policy and the institutional reforms pursued by the
Government of Armenia in the housing sector had to be sustained by a legal
framework needed to create a conducive environment for all stakeholders to
participate actively in the housing sector. At this moment in time one must lock
at whether the Government of Armenia has taken all measures and assured the
basic legislation for this transition to take place in a smooth manner or not?
What is the current status of the legal framework regulating the activities and
developments in the housing sector? s it facilitating or hindering the supply and
commercialisation of housing? Are homeowners’ rights but also obligations well
defined and secured by law? s the legislation in place and being enforced?

From 1991 onwards the Government of Armenia has adopted important laws and
enacted decisions directly affecting the housing sector. It is worth listing some
important laws such as:

Law on "multiunit apartment building management" (2002);

|.aw on “condominium associations” (2002),

Law on “local government bodies” (2002);

Law on “legalisation of unauthorised buildings and land occupation” (2002);
New Land Code of the Republic of Armenia (2001);

Law on “gratis privatisation of apartments in State housing stock” (2000),
Law on “registration of property rights” (1999);

Law on “civil code” (1998);

Law on “condominiums” (1996);

Law on ‘“real estate” (1999);

Law on “real estate taxation” (1995);

Law on “land taxation” (1994),

L.aw on "privatisation of state and public housing” (1993);

Land Code of the Repubilic of Armenia (1991},

Law on “property in the Republic of Armenia (1990).

The transition to a market economy imposed the need to draw the above set of
legislation from scratch. However one should not disregard the fact that there
existed legislation safeguarding housing rights to citizens. There were also laws
establishing obligations of citizens regarding the use, maintenance and
disposition of housing. Thus Armenia entered into a process of regulatory reform
with a set of legislation inherited from the Soviet period. What do we know about
it and what should we know in order to broaden our understanding of today’s
Armenia in reference to the legal framework governing the housing sector?
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During the Soviet period the housing stock was regarded as national wealth and
its management was entirely in the hands of the State. Despite the control of the
State over all aspects and assets during the Soviet period every Armenian citizen
was allowed to own a house or part of it. The size of which was established by a
Housing Code but they were not allowed to commercialise or make use of
housing for additional income generation e.g. renting or sub-renting. The Code
also granted housing rights to citizens that were allocated from the state housing
stock or from a stock produced by a building society. Housing was allocated to
citizens for an indefinite period of use on the basis of a normative ceiling called

- “housing space quota” that was set at 9 m? per person. The beneficiaries were

selected through a “waiting list” (Janoyan, et al, 2002). The Civil Code of the
Soviet period further specified that citizens could not own a housing unit that
exceeded 60 m? of living space plus 30 m? of service space like kitchen, corridor,
WC, etc. '

It is interesting to note that housing rights were secured in law during the Soviet
period. Rather than a market commodity it was regarded as a social good. The
right to receive housing in a multifamily apartment building was constitutionally
protected. The state was expected to provide housing to its population. Eviction
was foreseen but no one could be evicted without a legal mandate issued by
court.

The Housing Code further classified the housing stock in four major categories:
state housing, public housing (state farms, associations, trade unions, efc.),
building co-operative housing and individual housing. In the case of housing built
by building co-operatives the rights of individuals — members of the co-operative
— was defined by the charter of the co-operative. The building co-operative was
the entity in charge of getting a loan, mobilise resources and on behalf of its
members assure that the construction would be carried out according to the time
schedule and costs previously agreed’. The co-operative would become the

legal owner of the building after the state loan was repaid with every member

holding a share of that ownership. In the case of individual housing, citizens
were regarded as legal owners and enjoyed a significant right to use, possess
and dispose of their property but homeowners were not allowed to rent it or
making use of housing to generate additional income. Thus home ownership
was linked to “satisfaction of basic needs” of an individual citizen and his family
rather than a commodity to generate capital (and profit).

Despite the fact that land was a state property and therefore not subject to any
kind of commercialisation, the constitution of Soviet Armenia had provisions to

evoke rights on land allocated for residential purpose. Parcels of land could be
allocated to individuals for the construction of individual houses through a

! T is worth noting that co-operative buildings were the first ones to be affected by the financial
crisis that followed the independence of many former Soviet Republics. Many of these buildings
are still incomplete in Moldova, Lithuania, Armenia and other republics.
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notarised agreement. Thus citizens were allowed to possess land but it could not
be disposed. The right to homeownership was directly linked to the rights to use
land under state ownership. The size of land parcels allocated to individual
housing construction was further defined in legislation and limited to 300 to 600
m? in urban areas and 700-1200 m? in rural areas. Individuals were obliged to
complete the construction not later than 3 years after the concession of the
building permit. This was later extended to 5 years.

It is also interesting to note that the Civil Code enforced during the Soviet period
had clear provisions for individual ownership of housing to be sold, donated,
exchanged and inherited. Buft the close link between the property rights on
individual housing units and the right to use the parcel of land where it was
constructed implied some complex prerequisites. Meeting the housing needs of
a family was coupled with the interests of the State implicit in the state ownership
of land. While the urban housing unit was subject to a sale agreement that had
to be notarised, the right to use the land underneath was subject to peculiar
authorisations that could involve executive committees of districts, Soviet of
people’s deputies, etc. The principle was that individual families could only own
one house to live and but were allowed to purchase a holiday house or cottage.
According to the civil code of Soviet Armenia owners were not allowed to sell a
house more than once within 3 years.

But Armenians were allowed to lease their house, a room or an isolated part of it
provided that it was not meant to earn unofficial income. Informal transactions on
lease or sale for the purpose of generating “unofficial” income lead to
confiscation. Rent prices were pre-defined by a council of minister’'s decision.
The rights of tenants and landlords were further defined in the civil code
(Janoyan, 2002)

The devastating earthquake of December 1988 provoked the adoption of series
of government decisions and measures ensuring the principle of compensation to
all families who had lost their shelter. The Armenian State legally committed
itself to develop a comprehensive programme to resolve the critical housing
needs. The subsequent enactment of legislation also helped to define an
earthquake zone and later transformed info a “rehabilitation zone” where the
Government would exert exceptional policies and apply appropriate and tailor-
made norms and legal instruments. For example allowing the “free” privatisation
of the housing stock to be extended until December 2003. Also, there was
tolerance towards informal “domics” type of accommodation and later on the
housing certificate programme propelled an interesting process of “land
readjustment” and purchase of existing housing. The families who lost their
shelter were placed in the waiting list and registered as individuals and families in
need of housing. Another significant legal act adopted at the end of the 1980’s
was the recognition of housing rights to those refugees fleeing from the Nagorno
Karabakh conflict. All these initial legal measures to deal with the issues of
resettlement and homelessness are still valid and their effects are felt presently.



On 13" of June 1989 the government adopted resolution 272 approving the sale
of apartments of the state and public housing stock. From then onwards
occupants of these flats were enabled to obtain full property of the housing units
meaning that they would also gain the right to use, sell and dispose that property.
This was a particular difference in comparison to the rules in force until then.
Individuals were expected to fill-in applications on the basis of one housing unit
per household. Executive committees of town and district Soviets of deputies
were responsible for valuation and price setting. Armenian citizens were able to
obtain full property of their apartments with rights fo possess, use and dispose at
any time. However the number of applications filed for privatisation was not high
most probably because the prices set for the state-owned apartments were set
artificially and not at attractive values for tenants. Only 12% of the state-owned
stock were transferred to private ownership during the first four years of
privatisation®. The impact of this law was not as great as one could have
expected and consequently new legislation was drafted and adopted revealing
the intention to further accelerate the process of housing privatisation. The law
on property that was enacted in 1990 recognised for the first time the legal rights
of ownership of land and real estate assets. The policy intentions were already
to adopt basic legal steps for Armenia to establish a market economy. And this
would have to be complemented by civil legislation that in fact were drafted and
enacted some years later.

The law on privatisation dated from 1993 and that overruled resolution 272
provided the conditions for privatisation of the housing stock free of charges
based on voluntary basis. This has indeed accelerated remarkably the pace of
privatisation since it eliminated the obligation to pay an artificial sale price for the
apartment and resumed the financial obligations only to processing and
administration fees. Armenians obtained the right to full home ownership that
included the right to freely use, dispose and possess the privatised apartments.
The administrative costs for privatisation of the housing stock was equivalent to
one minimum salary. In the year 2000 another legislation was enacted that
paved the way for a full privatisation of the housing stock.

These laws should be regarded as cornerstone legislation since they propelled a
mass transfer of ownership of apartments from the state to households and
individuals. There is a fundamental shift from tenants of state-owned apartment
buildings to homeowners that changed forever the face of the housing sector in
Armenia. According to the law on "Privatisation of state and public housing”
nearly 100% of all state apartments were privatised free of charge to registered
tenants (96.3%). This new situation imposed the need to draw legislation that
would establish rights and obligations of different actors regarding the
maintenance and management of common property and communal spaces in the
buildings like staircases, lifts, entrances, roofs, surrounding land etc. Alike most

% Tatian, Peter A. (2002). “Framework for Housing Policy in the Armenia Earthquake Zone”, the
Urban Institute, Washington, DC.



former Soviet republics legislation on these matters was only enacted after
privatisation had started which consequently left the buildings and their
inhabitants with a temporary gap or a grey area where no specific laws applied to
the guarantee proper maintenance and management of communal areas. These
tasks were carried out by a local government agency called ZEK's.

The law on “apartment building management” (2002) was drafted to fill some of
these gaps. It regulates relations for the management of common shared and
communal spaces in multifamily apartment buildings further enforcing ruling by
the Civil Code and the law on condominiums. The law establishes rights to basic
information and the power to ascribe powers and management responsibilities to
third parties. But it also assigns unequivocal obligations to unit owners (called
herein the law as structure owners) regarding their participation in property
management, payment of fees, maintenance regulations and respect to welfare
of other's properties and common shared property. The law evokes different
types of governing bodies responsible for property management e.g.
condominium as legal entity, authorised manager (proxy) and trustee manager.
It is curious to notice that next to assuring the issuing of the passport of the
building the law also assigns responsibilities to the governing body for informing
the designated Armenian authorities in case of death and inheritance problems
involving one of the residential units. Although it is not a simply formulated law it
provides a framework for settling possible disputes involving owners of
residential units in a multifamily apartment building.

In order to resolve the problems of management and maintenance of the building
stock that emerged with housing privatisation a law on condominium was
enacted first in May 1995 (Government decision 295). This was followed by law
on condominiums in 1996 that was amended in 1998 to clarify the legal rights
and obligations of condominiums and basically to lift the restriction on
condominiums to be formed involving various different buildings. This law was
replaced by a new one in 2002 that basically resolved the issue of management
of common areas of the building and the options to manage jointly owned
property. The law defines the legal status of condominium associations, the
procedure for their founding, operation and dissolution, and their relation to state
and local government organisations. The law defines a condominium as “a non-
profit and non-commercial co-operative entity based on the membership of its
members and for the purpose of management of the property considered the
shared ownership of the apartment building” (Law of the Republic of Armenia on
Condominiums, 2002).

This is an important legislation that paves the way for the establishment of proper
property management completely out of scope of the State. However the law
opens up the possibility that one condominium association may have the
responsibility for property management in more than one building. Thisis a
deviation from the notion that a condominium is a form of management in a
multiunit building entrusted by the owners of the units thus a management
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mechanisms on the basis of one building-one condominium. As indicated in the
previous chapters the number of condominiums established according to this law
is still limited. Up to date less than half of all housing is under condominium
association management and 60% is under ZEKs® management. Nationally,
there are only about 600 condominium associations and results from a recent
survey indicate that only 20 percent of these are active.

It is also worth noting that newly created joint-stock companies that resulted from
the reorganisation and privatisation of the ZEKs are in fact replacing the role that
is to be played by condominium associations that should be established by
apartment owners. These companies are taking over management and
maintenance responsibilities over several buildings situated within the area of
jurisdiction of the former ZEKs. One could say that law enforcement has not
managed to stimulate homeowners to organise themselves in condominiums yet.
Instead a former state-owned enterprise (now privatised as Joint Stock
Company) that was responsible for property management in the Soviet period is
taking over the responsibilities of the entity prescribed by the law (condominium
association) that should truly be created and controlled by the owners of
apartments of these buildings. The principle of homeowners association lies at
the heart of the nature of condominiums. Most likely the lack of involvement and
commitment of homeowners will have an adverse effect on the sense of co-
responsibility, commitment to pay the maintenance fee, and to actively participate
in assemblies and other legal obligations that the law prescribes for every
homeowner of an apartment building.

The Civil Code that was enacted in 1999 consolidated the right of ownership by
specifically devoting a full section on this subject. The right of individual
ownership, guarantees and protection of that right as well as terms and
conditions for renting, transfer and disposing of housing and real estate
properties are all defined in law. Further the civil code also rules on mortgage of
residential units, foreclosure and evictions in case of default. It is interesting to
note that the law accepts property rights to be evoked on mortgaged assets
separated from the rights on the land where it is built.

The Civil Code is definitely an important step in the consolidation of a legal
framework that enables the development of a stimulating housing market. It
provides for the comprehensive protection of ownership relations for the exercise
and violation of the right of ownership prescribing procedures to restore rights,
compensation in case of violations of these rights, waive the right of ownership in
favour of others, claims against any infringements and termination of these
rights. The Civil Code created an unequivocal basic rule of law for individuals to
have their individual ownership rights legally protected which is a sine-qua-non

? As explained in previous chapters these are State-owned real estate property management units
that were responsible for the management, maintenance and allocation of housing in the state-
owned housing stock.

* Desilets and Vanoyan 2001, p. 2.
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condition for both housing consumers and housing producers to engage in formal
business activities involving housing and real estate properties. Thus the Civil
Code has definitely increased confidence for banks and investors to get involved
in housing and real estate markets.

A fundamental question that emerges from this is the process of registration of
these rights. At first this was addressed by a government resolution dated from
1993 that established the registration procedures and defined the required
documentation to confirm the right of ownership on privatised apartments. An
important element of this resolution was that — according to Janoyan et al (2002)
— this had to be validated by an ownership certificate registered by the local
technical inventory authority represented by the regional departments of the
State Unified Cadastre for Real Estate herein called SUCRE. Another resolution
dated of 1997 further established the procedures to alienate real estate
properties conditioned to a notarisation and registration in SUCRE. The law on
real estate adopted in 1995 further regulated conditions and procedures for
possession, use, disposition, sale and purchase as well as warrants affecting real
estate properties that could only be concluded after proper registration in the
SUCRE. According to Janoyan et al (2002) this law remained valid until the
adoption of the Civil Code.

The link between property rights and the registration of these rights in the
SUCRE should be seen as a very important development in the legal framework
governing the housing sector. The establishment of the State Committee of Real
Estate Property Cadastre in 1997 and transformed into law in 1999 coupled with
the enactment of the Civil Code sanctioned all the procedures for the registration
of transactions (sale, purchase, lease, mortgage) and transfers of ownership
rights. It provides for an unified system of cadastre linking data on fiscal, legal,
cartographic, geodetic, real estate registration, land use and land inspection as
well as appraisal and valuation systems including mapping and surveying which
is now stored in an automated database. Apart from giving security of tenure
and thus security in mortgage transactions there is no doubt that this has a
positive impact on the labour market. It creates the need to capacity building in
property valuation and real estate property appraisal, property surveying and
mapping, brokerage activities, realtors, evaluators and cadastre mapping. Itis
worth noting that cartographic and surveying works are now being publicly
tendered opening ways to private companies in the sector.

The process of record keeping and registration of land reserve as well as the
shifting of land resources to communities is also underway as a result of these
legal steps and this is another important measure for which the Armenian
Government should be praised. It is another prerequisite for a well-functioning
housing sector that has been accomplished in Armenia. The mapping and
registration of rights in 800 different communities has started and in the
beginning of 2003 the first community has received the full ownership of its land
paving the way to the devolution of control over land resources to the local level.



This legal step implies that self-government bodies will not only be in control of
an important input to housing production but also will actually be accountable to
land management and land policies.

The law on local self government enacted in 1998 and amended on March 2000
ratifies the constitutionally protected rights of elected local self-government
bodies reassuring among other things planning and management responsibilities
related to the use of land and its support to the establishment of condominium
associations. The new law adopted in May 2002 addresses the limitations of the
previous law but it does not change the above responsibilities. The law assigns
a fundamental responsibility and power delegated by the State to the chief of the
community on land management, land cadastre and land allocation according to
the general urban development plan and land zoning approved by the community
council. Although the law does not evoke rights and obligations to the local level
of governance on issues directly related to housing production it does touch a
fundamental input e.g. land and public utilities and support to property
management e.g. condominium associations that will help the development of
the housing sector.

A recent legislation was enacted beginning of 2003 that provides clear guidelines
for the legalisation of “unauthorised buildings and unauthorised land occupation”
that mushroomed during the last 10 years. lllegal occupations on state-owned
land and community-owned land are targeted for regularisation by this law. The
policy is to formalise these situations and providing security of tenure helping to
bring these properties to the formal housing market by recognising rights and
ownership and subject them to registration in the cadastre and property
registration system thus further stimulating the development of a truly housing
market.

Residents of unauthorised buildings and authorised land occupations are
expected to prepare applications to State authority local division of real estate
cadastre maintenance for which fees are specified on the basis of m? of
construction and/or land area. The law recognises rights if there is no conflict
with urban development norms, if it is not limiting other person’s rights, whether
safety issues are taken into account and whether there is no servitude involved.
Rights are to be recognised provided that land is acquired on the basis of the
cadastre value followed by a full registration in the cadastre meaning that the
occupants will have to prove the purchasing of land parcels at the specified
cadastral price.

This is an important legislation that is hoped to bring a very large of stock —
currently estimated around 400,000 — units into the formal housing market. ltis
worth noting that lessons learned from other countries in transition reveal that
informal land developments and housing construction are closely associated with
bottienecks found in the legal, regulatory and institutional frameworks governing
the housing sector.
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Access to housing and the volume of market transactions is also closely
associated to the supply of finance, credit and the access to financial resources.
The banks consider that there is an enabling legal environment with the basic
statute, civil procedures and civil legislation provided by the Civil Code. The
current legal framework provides the basic conditions to stimulate private sector
development and private sector participation in housing supply that will
consequently enlarge opportunities fo access housing. But this should be
connected to equally important reforms in the financial sector to provide access
to capital and credit and in the construction sector that will help modemise
construction technology and production, stimulate more variety and greater
competition in price, quality and standards.

Dispute court, court of appeal and ultimately the constitutional court are all in
place to judge disputes on properties and foreclosure, collateral disputes and
recovery of immovable properties but banks report that disputes can take up to
180 days to be resolved. Difficulties to seftle collateral obligations and recover
property and its social impacts when evictions are involved may cause further
delays in law enforcement and on pledging immovable properties with banks
ending up with bunches of property titles but with properties still remaining
occupied by people. Banks report shortcomings in the law regarding procedures
to free the property and to re-register properties. Major complains of the banks
refers to law enforcement, the lack of transparency and the lack of well-trained
officers in charge of foreclosure and pledging properties. Despite of the fact that
there is a formula and the prices cannot be lower than what the formula provides
there are reported problems occurring when properties are to be auctioned.
Problems in setting of prices, dates and periods and the limited information about
the auction often cause properties to end up generating less or zero value to
creditors. Finally banks also report that judges may not be fully informed on the
methods and not accustomed to judge property disputes resulting in additional
bottlenecks when defaults in loans and mortgages impose resolution of collateral
obligations.

CONCLUSIONS

There is no doubt that the Armenian Government is pursuing a continuous and
comprehensive policy to regulate the housing sector that is no longer
characterised by a dominant public sector acting as major producer and owner of
a large housing stock. Only 10 years have passed since independence and the
start of substantial changes in the legal framework is already showing some
results. However it is possible that the maturity of the housing market will
paradoxically impose in the near future the need to deregulate the legal
environment and make law enforcement less complex for the various
stakeholders involved in the housing sector.
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It should be underscored that when one looks at the performance of the real
estate market during 2002 it becomes clear that there is a significant increase in
the volume of transactions and registration of property rights, nearly 40% more in
2002 in relation to 2001. The number of mortgage transactions registered in the
SUCRE has also experienced a growth of 40% from 2001 to 2002. Thisis a
positive sign and it is certainly associated with the establishment of a regulatory
and normative framework that has helped to create a legal basis regulating
fundamentally new activities and new relations in the Armenian housing sector
and the right to ownership.

One could say that the regulatory framework is one of the conduits of a well-
performing housing sector. There is a wealth of international experience showing
the nexus regulatory framework - legal environment - access to housing which
provides important lessons to countries drafting basic legislation to support the
development of the housing sector like Armenia.

The Netherlands for example was one of the first countries to draft a
comprehensive and for its time very progressive legislation, the “Housing Act”
dated from 1901 and significantly amended in 1965 and 1992 and which is the
key legal framework governing today’s Dutch housing sector. The act placed
basic legislation in response to the constitutional statement that indicates that
“promotion of sufficient housing opportunities is a matter of government concern”.
The act set duties and responsibilities of various parties concerned with housing
e.g. local and central government agencies, financiers, developers, construction
companies, etc. and provided the State with formal powers to subsidise the
construction of houses. It also indicated the eligibility for state subsidy, the
financial frameworks and allocated specific tasks to municipalities.

The most innovative aspect was the entrusting of housing associations as key
housing production agent. The housing association is an independent, private
organisation, that builds, rents and manages dwellings for those who have
problems in finding good, affordable housing on their own. These entities are
legally registered as “non-profit” focusing on the social sector and are also
presently involved in supplying of services and neighbourhood maintenance in
areas where they possess large stocks of housing. In 1999 the housing
associations controlled 39% of the total Dutch housing stock or the equivalent to
2.1 million housing units. This is the so-called social rented sector.

One hundred years of experience with the implementation and enhancement of
the Dutch housing act provides important lessons. It has given a clear basis for
the operation all market players buyers, sellers, financiers, builders, developers,
brokers, municipalities, cadastre agencies, insurance companies, research
centres, etc. It has safeguarded the access to affordable housing through the
social rented sector by those families with low income by a consistent financial
and institutional support from the central government. It has been continuously
monitored and amended so as to respond to new challenges and changes in the
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external environment. For example, the associations evolved from highly
subsidised entities to more independent organisations operating within rules of
the capital market and acting as a social housing developer. The central
government moved away from subsidy provision to enabling access to funding
via guarantee funds and other instruments and allocating individual housing
subsidies. This legislation had a tremendous impact on the quantity and quality
of housing produced in The Netherlands during the last century.

On the other extreme, experiences from countries like Egypt, India and Brazil
show how a particular legislation or the dismantling of a law can have
unexpectedly negative effects in terms of affordability and access to housing.
The land ceiling act in India, drafted in the 1980’s with the intention to limit the
amount of land in private hands for speculative purposes, resulted into the
government building land banks for the purpose of facilitating access to housing
by low income families which had an opposite impact. Land became scarce,
land and housing prices increased and unauthorised settlements grew in size
and numbers resulting in poor families having more difficuities to find decent
affordable housing. A similar situation was found in Egypt where for many years
a “rent control act” regulated the rental housing market with the intention to make
rented housing accommodation consistent with the low income of a great part of
the population. The law was a very pro-tenant legislation that provided long-term
security and life inheritance to the rent contract meaning that heirs would take
over the lease contract with hardly any change in the values of the monthly rent.
The result was catastrophic for Egypt's housing sector. Owners did not make
any effort to maintain and upkeep the properties and buildings and those who
had a vacant flat preferred to keep it closed instead of making it available in the
rental market. The result was a skyrocketing price increase in housing and
informal housing processes at a magnitude never seen elsewhere in the world.
The key lesson is that a particular law may be drafted with laudable intentions but
if its policy implications are not well understood it may result in severe adverse
effects to all parties concerned and hit hard those who are supposed to be the
main beneficiaries.

In Rio de Janeiro, Brazil, the rental housing law was changed in the beginning of
the 2000’s. The previous law prescribed a very complex relation between
tenants and landlords resulting in costly and time-consuming juridical conflicts
once the rent had to be adjusted and housing was to be devolved. The new
legislation clarified basic period of time and procedures for extending the
contract, adjusting the rent and the grace period for notification to tenants to
vacant the housing unit without the court. The result was that there was an
overwhelming amount of rental housing supplied to the market which
consequently decreased rent prices and broaden the freedom of choice
regarding size, quality and location of housing for those looking for rented
accommodation. A single law had a tremendous policy impact by making
housing more accessible and affordable.
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In countries in transition like Moldova, where one must design basic legislation
from scratch, the option was to create a housing and real estate agency with a
grant support from the World Bank’ institutional development fund. The agency
was legally established with the mission to monitor and disseminate information
to the market about alt aspects involving the development a truly housing market
in the country. A stakeholder’s analysis was carried out and a situation auditing
helped to determine the situation in the housing, land and construction sectors.
Basic legislation was screened and a sector study sustained by a comprehensive
survey on land, housing, prices, consumer's preference and choices and other
issues served as a key instrument for the government to design a new housing

policy.

In Armenia, the government has pursued several measures and initiatives
geared to create a conducive legal environment. However there are gaps that
still need to be addressed. The legal and regulatory framework has not yet
addressed the obligations of the State as well as the rights in the area of housing
provision to socially vulnerable citizens e.g. elderly, homeless, refugees, efc.

Furthermore, there is no legal framework attaching the provision and protection
of housing rights to the population living in the jurisdiction of a local self-
government authority. These new entities are not yet fully established as legal
successors of the local soviets of the national deputies and do not detain the
administrative skills of the soviet's executive committees that make very difficult
their task to manage a huge derelict housing stock inherited from the State. The
incipient process of decentralisation and devolution of housing stock
maintenance and management tasks — specially when one looks at the limited
impact of the condominium law — are placing the local self-government
authorities in a serious deadlock. Here is not only a question of creating and
enforcing law but also to capacitate these entities and their partners in civil
society for the new tasks ahead. The laws and legislation being drafted and/or
enacted by the Armenian government must be linked to a comprehensive
capacity building and institutional development programme that will enable local
self-government authorities to play their role at the local level and be capable to
exercise law enforcement. Otherwise we run the risk to have good laws that no
one abides to.

Although two very important laws on condominiums and management of multi-
apartment buildings have been enacted in 2002 that created a very favourable
legal framework for a more efficient maintenance of the housing stock the results
are still very limited within the citizenry. The State and local self-government
authorities do have a challenge in law enforcement regarding the obligations to
property maintenance attached to the right of ownership but also in enabling
homeowners in these tasks by means of providing technical, financial,
institutional, management and human resources development support. In this
respect the developments in the legal framework cannot be dissociated from
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strengthening the financial capabilities, the institutional capacities and human
resources to sustain law enhancement and its enforcement thereafter.

There are still some gaps identified in the legal frameworks on privatisation.
There is still uncertainty connected to the common share ownership rights of
owners in the multiapartment buildings that gives room for disputable and
numerous commentaries. Even for basements and non-residential areas for
example. The registration forms and mechanisms for change and termination of
the ownership and other property rights related to the commonly used areas is
very intricate and need further clarifications with regard to the legal and practical
approaches. A more pragmatic approach is needed.

One could also say that [aw enforcement has not yet managed to stimulate
homeowners to organise themselves in condominiums. Paossible reasons for that
are the lack of financial resources, low household incomes, the lack of
awareness and tradition in self-management and absence of capacity in property
management. This vacuum in property and housing management has been filled
by the ZEK's. These are formerly state-owned enterprise (now privatised as
joint- stock companies) that was responsible for property management in the
Soviet period and that in practice are replacing what condominium associations
should do. Thus ZEK’s are taking over the responsibilities of an entity prescribed
by the law (condominium association) that should truly be created and controlled
by the owners of apartments of these buildings. The principle of homeowners
association lies at the heart of the nature of condominiums. Most likely the lack
of involvement and commitment of homeowners will have an adverse effect on
the sense of co-responsibility, commitment to pay the maintenance fee, and to
actively participate in assemblies and other legal obligations that the law
prescribes for every homeowner of an apartment building. This is an area of
social development that cannot be tackle by law enforcement but with a set of
other policy measures.

Another gap identified relates to cases when a citizen wants to waive a land
parcel and an incomplete structure built on it. Although the Civil Code defines,
that any citizen or any legal person may waive the right of ownership to the
property belonging to him/her there are a number of cases that it has been
impossible to legally justify those actions due to the absence of clear
mechanisms.

The present legal environment enforces that real estate property rights shall be
recognised only on the basis of the ratification in public notary followed by
registration in the Real Estate State Registry. However the State, communities,
natural persons, as well as owners of the public housing stock have failed to
register the ownership right to a large part of the housing stock belonging to
them. Not only due to the lack of the relevant financial resources but also
because of the unavailability of the relevant documentation and their inability (it
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may be unwillingness or not seeing the actual need of) in giving legal solutions
defined by law.

There is another gap between the legal framework in place and the reality of
housing markets. As mentioned above the current legislation defines ownership
right once it is properly registered in notary offices and the relevant register-
books of the real estate cadastre authorities. This is the basis for market
transactions. However, very often citizens or legal persons have not made their
application to the real estate property registry office in order to register theirs
rights and have no intention to do that prior to waiving their property. So housing
and real estate property transactions are carried out without having the full legal
protection. In other words and from the strictly legal point of view these persons
are not legal owners yet and consequently cannot waive the ownership. Buta
significant part of individual housing stock is in such a situation that anticipates
for an expeditious legal regulation of the matter. The result is that there is still lot
informality regarding the regularisation of properties in Armenia.

The enact of the Civil Code imposed an imperative need to revise or abolish the
Housing Code inherited from the Soviet period and which is still referred to in
court arbitrating. This is a transitional phase found in other countries that
emerged as independent states with laws inherited from previous political and
administrative systems creating a mix of old and new laws that makes the task of
arbitrators very difficult. This duality in Armenia’s housing sector needs to be
resolved urgently.

Another aspect that needs attention in Armenia is the regulation of the housing
rights of the refugees. There are no adequate legal mechanisms found yet that
would allow recognising the right of ownership to the apartments allotted to the
refugees in a simplified manner. The process is very complex and the
organisations working in support to refugees report severe legal and
administrative bottlenecks and at times the absence of mechanisms to safeguard
their right to stay in the housing allocated to them. This results into the majority
of eviction cases issued by court involving a refugee family. This is a matter of
deep concern that needs to be addressed particularly being Armenia a country
directly confronted with refugees from war and disaster prone areas.

There are also gaps in legislation regarding the rental housing market although
the Civil Code provides the basic regulations and procedures in contracts
involving landlords and tenants. The relation between landlords and tenants of a
housing unit is established in a contract that among other things determines the
period of time that the tenant uses the property. The experience in other
countries show that the law must prescribe procedures involving the shortening
or prolongation of the period of time for which the property is rented as well as for
the tenant to vacant the property. The Civil code relies on the statute and
contract but the experience in other countries show that the procedures, rights
and obligations of both tenants and landlords must be determined by legislation
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in that respect. Otherwise one may end up with tenants being requested fo leave
at any time by landlords or landlords not being interested to invest in property
maintenance because he/she cannot easily recover his property for his own use.
It is worth investigating the local practices and application of the current law and
contractual conditions and compares the situation with other countries that have
a well-developed legislation regulating the rental housing sector.

Another important gap in the bulk of legislation regards matters of land
management and land policy that is being decentralised to local self-government
bodies. Since land is an inelastic and limited resource by nature and is a
fundamental input for the supply and production of housing this must be
addressed urgently. Instruments such of land lease, land readjustment,
development controf and building rights, the differentiation of rights to build from
rights to use land, public-private partnerships in land development and transfer of
development rights are just some of these instruments that need to be setin
legislation. The establishment of land management has serious legal and
practical implications for local governments and particularly for the supply of
housing and therefore it should be subject of policy concemns.

One of the prerequisites for a well-functioning housing sector is the proper
registration of land parcels and immovable properties and the legal protections it
carries with it. The Armenian government is accomplishing important steps in
this direction. The process of record keeping and registration of land reserve as
well as the shifting of land resources to communities is also underway as a result
of these legal steps and this is another important measure for which the
Armenian Government should be praised. The mapping and registration of rights
in 800 different communities has started and in the beginning of 2003 the first
community has received the full ownership of its land paving the way to the
devolution of control over land resources to the local level. This legal step
implies that self-government bodies will not only be in control of an important
input to housing production but it will actually be accountable to land
management and land policies. Once more one must stress the need to launch
a comprehensive institutional development and capacity building programme to
couple with the legal and policy developments.

Lessons learned from other countries in transition reveal that informal land and
housing construction and unauthorised urban developments are closely
associated with bottlenecks found in the legal, regulatory, financial and
institutional frameworks governing the housing sector that hinder individuals to
access housing. This is not so different in Armenia. The legislation recognising
rights of those living in unauthorised buildings and unauthorised land occupations
has also been drafted and this is an important measure that will help to regularise
a significant housing — currently estimated around 400,000 units — and bring
them into the formal housing market. This single legislation and legal act is likely
to have positive impacts on the price and availability of housing reinforcing the
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notion that the establishment of conducive legal environment is a fundamental
condition to resolve housing problems.

SOME FEW RECOMMENDATIONS

It is fundamental to launch a public campaign and public communication process
to inform the population about developments in the legal framework, the meaning
and scope of laws and wide the level of consciousness about the rights and
obligations of the citizenry. This needs to be done in a very accessible language
and making use of all visual instruments possible.

The current development in the legal frameworks becomes null and void if not
accompanied by comprehensive training of those in charge of law enforcement
and improvements in the legal basis and instruments contained in the laws. This
should fill the gap identified by many stakeholders on law enforcement.

Another aspect is the monitoring of law enforcement and the experience of the
applications of the laws and the normative frameworks. It is necessary to
safeguard principles, obligations of the state and the citizenry as well as the
rights of individuals regarding access to housing and the transfer of their
ownership rights. The establishment of a “legal ombudsman™ may be a way to
refine the legal frameworks and provide backstapping to the government and the
citizenry about law enforcement.

The retreat of the State from housing production implies that housing must be
produced and supplied through the market and other non-state mechanisms. In
that respect there is a gap in legislation regarding the stimulation to partnership
with and participation of NGO’s and CBO’s” in the process of housing production,
assistance to vulnerable groups and finance of self-help housing. There is an
incipient process of individual housing production that needs to be stimulated but
it should be without much involvement of the State. This means that the
government must play an enabling role by drafting conducive legislation,
designing specific programmes and facilitating access to critical inputs like
finance, land and building materials. State agencies must concentrate on the
most needed groups and problematic areas giving space for other actors to get
involved in housing developments. This is mentioned in policy statements but it
should be backed up by proper legislation coupled with fiscal incentives and
institutional support.

The law on condominium associations is in place but a review on its enforcement
is a matter of urgency particularly the establishment of the condominiums
managing multiple-buildings and the monitoring of their experience. The process
of management fee setting and collection, decisions on capital investment,
owner's participation and engagement of homeowners in property management,

> NGO-Non Governmental Organisation and CBO-Community-based Organisation.
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etc. There is a need to closely monitor the implementation of this law.
Furthermore the government must provide mechanisms for capacity building of
condominiums as well as their members and associates and stimulate other
organisations to do so on its behalf.

At last, it seems important to carry out demonstration projects where some new
legislation and instruments designed within the framework of laws could be
applied and properly monitored in order to provide lessons learned to the
designating government authorities. Intensive evaluation and dissemination of
results should follow this so that it becomes widely known in Armenia.
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REPUBLIC OF ARMENIA LAW
ON THE LEGAL STATUS OF BUILDINGS, PREMISES CONSTRUCTED
AND LAND PLOTS OCCUPIED IN AN UNAUTHORIZED MANNER

Passed on December 26, 2002.

Article 1. The Subject for Regulation by the Law

This Law spells out the grounds and procedure for the recognition of rights to
the buildings, premises constructed in an unauthorized manner and state-owned or
community-owned land plots occupied in an unauthorized manner, disposed
(assigned) with the failure of compliance to the requirements of the legislation.

Article 2. The Scope of the Effectiveness of the Law

The effectiveness of this Law shall cover the buildings, premises constructed
in an unauthorized manner till the date of entry into force of this Law and the ones
registered by the real estate cadastre state authority till May 15, 2001, including the
semi-finished structures with 50 or above percentage of completeness, as well as the
state-owned or community-owned land plots occupied in an unauthorized manner and
disposed (assigned) with the failure of compliance to the requirements of the
legislation.

Article 3. The Main Concepts Used in the Law
The main concepts used in this law are:

Building — a closed structure carrying and consisting of structures meant for
the performance of human habitation or temporary location, public, production
functions.

Premise — an underground or on-land volumetric, plane or linear construction
system, in some cases also consisting of constructions, which is meant for the
purposes of carrying out different public, production functions, transporting people,
cargo, energy resources, water and information, as well as for protection and other

purposes.

Residential Buildings, premises, of which :

-Individual residential house - a structure constructed on a land plot with
adjacent and utility facilities, with its administrative premises,

-Garden house (dacha) —a summer house or premise constructed on a land plot
in a garden area,

-Residential apartment building- a premise with more than one apartments,
with areas for non-residential and common use,
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-Apartment- an individual area located in an apartment residential building
consisting of residential and adjacent parts, endowed with utfility facilities,

-Garage- an individual premise constructed on a land plot for parking the
transportation means for individual use,

-Public building, premise — a building, a premise meant for performing
social, cultural, educational services, administrative or public functions for
population,

Production building, premise — a building, a premise designed for industrial
and agricultural and other production activities,

Land plot occupied in an unauthorized manner - a state-owned or community-
owned land plot that is occupied by citizens or legal persons in an unauthorized
manner, including occupied and used with no adequate juridical justification.

Land plot disposed (assigned) with the failure to comply with the requirements
of the legislation— a land plot possessed or used by a citizen or a legal person, the
decisions on the privatization, sale or provision of which by eligible authorities do not
comply with the requirements of the legislation.

Engineering and transportation objects- the republican main roads, gas pipes,
canals, railways, bridges, tunnels, electricity communication, other communication
lines and other objects of production and transport infrastructures.

Article 4. The grounds for the recognition of the ownership right to the buildings
(premises) constructed in an unauthorized manner on the land plots that are the
ownership of citizens or legal persons

1. The ownership right to the residential buildings, premises constructed in an
unauthorized manner on the land plots assigned for the construction and service of
homestead, garden, as well as individual residential house that is the ownership of the
citizens or legal persons shall belong to those persons.

2. The ownership right to the buildings, premises constructed in an
unauthorized manner on the land plots prescribed by paragraph 1 of this Article, as
well as on the public or production land plots acquired with an ownership right, shall
be recognized as such, if the recognition of that right is not in conflict with the urban
development norms.

3. The ownership right to the buildings, premises constructed in an
unauthorized manner on the agricultural and other land plots privatized by the citizens
or legal persons, designed for agricultural production, may belong to the land owners
if:

a) they are not located in the disposal or safety zones of engineering and
transportation objects,

b) they are not in conflict with the urban development norms,

¢) they do not limit other persons’ rights.
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4. The ownership right to the residential, public, non-agricultural production
buildings, premises constructed in an unauthorized manner on the land plots
mentioned in part 3 of this Article may be recognized as belonging to the land owners
if they:

a) meet the conditions defined in part 3 of this Article,
b) do not cause servitude.

5. The ownership right to buildings, premises constructed in an unauthorized
manner by other persons on the land plots considered as ownership of the citizens or
the legal persons, shall be recognized upon the consent of the land owner, in the
manner defined by the Civil Code of the Republic of Armenia, in the event of meeting
the conditions prescribed by the parts 2, 3 and 4 of this Article.

6. In the cases defined by parts 2, 3, and 4 of this Article, the ownership right
shall be recognized by the decision of the head of the community (in Yerevan City by
the Yerevan Mayor), while the ownership right to the land plots outside the
administrative boundaries of the community and to the buildings, premises
constructed on them in an unauthorized manner, shall be recognized by the decision
of the relevant Local Governor.

Article 5. The grounds for the recognition of the ownership right to the
buildings, premises constructed in an unauthorized manner on the state-owned
or community-owned land plots

1.The ownership right to the residential buildings, premises constructed in an
unauthorized manner on the state-owned or community-owned land plots may be
recognized as belonging to the erecting entity, if they are within the boundaries of the
settlement, are not constructed on the land plots prescribed by Article 60 of the Land
Code of the Republic of Armenia, neither in the disposal or safety zones of the
engineering and transportation objects, nor do they limit other persons’ rights, cause
servitude and contradict the urban development norms.

The ownership right to the buildings, premises constructed in an unauthorized
manner in the cases prescribed by this part may be recognized as belonging to the
erecting entity on the condition of acquiring the land plots necessary for the
maintenance and service at cadastre value and in the form of direct sales. The sizes of
those land plots shall be determined inthe manner prescribed by the Land Code of the
Republic of Armenia.

2. The ownership right of the erecting entity to the public, production
buildings, premises constructed on the state-owned or community-owned land plots in
an unauthorized manner shall be recognized if they are not constructed in the zones of
the land plots defined by Article 60 of the Land Code of the Republic of Armenia, as
well as in the disposal or safety zones of the engineering-transportation objects, do not
restrict the rights of other persons, do not cause servitude and are not in conflict with
the urban development norms.
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In the cases prescribed by this part the ownership right of the erecting entity
towards the buildings, premises shall be recognized, if the land plots necessary for the
maintenance and service of the buildings, premises are acquired with the ownership
right at cadastre value or are leased with the period of up to 10 years of period at the
fee equivalent to the annual land tax rate.

In the cases prescribed by this part, the sizes of the land plots may be not more
than the fivefold size of the total erection surface of all the buildings, premises.

3. The ownership right of the erecting entity to the individually used buildings,
premises of economic-domestic nature (garages, barns, sheds and etc.) constructed in
an unauthorized manner on the state-owned or community-owned land plots shall be
recognized, if they comply with the conditions set by the part 1 of this Article, where
the land plots under those buildings, premises:

a) may be assigned in the urban communities only on leasing terms, at the fee
equal to the annul land tax rate with up to 10 years of period,

b) may be disposed in the rural communities in the form of direct sales at a
land cadastre value or may be assigned with the right to leasing at the fee equal to the
annual land tax rate.

4. In the case of refusing from buying or leasing the land plots, the ownership
right to the buildings, premises constructed in an unauthorized manner shall not be
recognized and their future status shall be determined in the manner defined by the
Civil Code of the Republic of Armenia.

5. In the cases stipulated by this Article, the ownership right towards the
buildings, premises constructed in an unauthorized manner may be recognized, and
the land plots may be disposed or lcased by the decision of the head of the community
(in Yerevan City by the Yerevan Mayor), while in the case of the buildings, premises
constructed in an unauthorized manner on the land plots that are outside the
administrative boundaries of the community, by the decision of the relevant Local
Governor.

Article 6. The grounds for legalization of the reformations, restructuring
of the apartments or non-residential areas of the apartment buildings and the
recognition of the ownership right to the appended structures

1. With the power of this law, legal are considered to be the reformations of
the doors and windows made in a unauthorized manner by the citizens or legal
persons in the apartments or non-residential areas of the apartment buildings, the
galleries constructed in an unauthorized manner, as long as the main carrying
constructions have not been changed, as well as the replacement of the doors at the
expense of areas for common use, as long as the windows of those areas have not
been blocked, and the mentioned changes have been made not at the expense of the
areas which ensure the required (by regulations) maintenance of the staircases.

2. The unanthorized reformations of the doors and windows made by the
citizens or legal persons in the apartments or non-residential areas of the apartment



buildings, the galleries constructed in an unauthorized manner, if the main carrying
constructions have been changed, as well as the replacement of the doors at the
expense of areas for common use, if the windows of those areas have been blocked,
and the mentioned changes have been made at the expense of the areas which ensure
the required (by regulations) maintenance of the staircases, may be legalized on the
basis of the decision of the community heads (in Yerevan City by the Yerevan
Mayor), and outside the administrative area of the community, on the basis of the
decisions of the relevant Local Governor, if the mentioned changes do not lead to
the decline of the enforcement standards set by the design of the building.

3. The ownership right to the balconies, basements, attics and other appended
structures constructed in an unauthorized manner in the apartments or non-residential
areas of the apartments buildings of the person (persons) undertaking the construction
may be recognized on the basis of the decisions of the heads of the communities (in
Yerevan City by the Yerevan Mayor), and outside the administrative area of the
community, on the basis of the decisions of the Local Governors, if the mentioned
premises do not lead to the decline of the enforcement standards set by the design of
the building.

-In the cases defined by this part the right of ownership to the balconies,
basements, attics and other appended structures constructed in an unauthorized
manner may be recognized on the basis of the application of the person (persons)
having undertaken the construction or the management body of the apartment
buildings. The ownership right to balcony, basement, attic and other appended
structure constructed individually in the building in an unauthorized manner may not
be recognized, if there is no technical conclusion about the enforcement standards of
the total building available. The technical conclusion shall be provided by the person
(persoris) having undertaken the construction or the management body of the
apartment buildings.

Article 7. The grounds for the recognition of the ownership right to the
land plots disposed, assigned (acquired) with the breaches of the legislation, as
well as occupied in an unauthorized manner

1. Under the power of this law, the ownership right of the persons occupying
the agricultural, as well as the garden (summer} land plots registered as a result of the
cadastre mapping during the first state registration activities, as well as privatized
with the breaches of the legislation shall be recognized, if the privatized land plots
have been considered agricultural or state reserve stock lands, where the ownership
right shall be recognized towards the land plots actually in use.

2. Under the power of this law, for the land plots planned for the construction
of the homestead, individual residential house privatized (assigned) with the breaches
of legislation as well as resulting from the cadastre mapping during the undertaking of
activities for first state registration:

a) the ownership right to the actually used land plots in the rural communities
shall be recognized, if those land plots are not located in the disposal or safety zones
of the engineering and transportation objects, and if the recognition of that right does
not restrict other persons’ rights and (or) does not cause a servitude.

The ownership right to the land plots stipulated by this sub-paragraph shall be
recognized on the basis of the reference provided by the head of the community, and
outside the administrative areas of the community, of the reference provided by the



relevant Local Governor documenting that those land plots are not located in the
disposal or safety zones of the engineering and transpiration objects.

b) the ownership right in the urban communities may be recognized, if those
land plots are not located in the disposal or safety zones of the engineering and
transportation objects, and if the recognition of that right does not restrict other
persons’ rights, does not cause a servitude and does not contradict the urban
development norms.

The actually used sizes of the land plots defined in this sub-paragraph must
not exceed the twofold sizes that are assigned by documents. The land plots used in an
unauthorized manner with more than 20 % above the defined size shall be transferred
with the free ownership right.

The land plot used in an unauthorized manner with more than 20% of the size
than the assigned size by documents must be acquired at the amount of the 30% ofits
cadastre value. In the event of not acquiring the mentioned land plots, as well as in the
case of the land plots used with more than twofold size than the one defined by
legislation, all the land plot that is used in excess shall be taken back and recognized
as an ownership of the community, and in the Yerevan City as a state ownership.

3. With the power of this law, the ownership right of the persons that have
acquired the land plots shall be recognized to the land plots planned for the
construction and service of homestead or residential house disposed (sold, acquired)
in an inadequately held auction or through the violations of the legislation of the
Republic of Armenia prior to the entry into force of the Land Code of the Republic of
Armenia and left non erected, as well as to the agricultural state -owned land plots.

4. The ownership right to the residential buildings, premises constructed on
the land plots mentioned in part 3 of this Article may be recognized on the basis of the
decision of the head of community (in Yerevan City by the Yerevan Mayor), and
outside the administrative territory of the community, on the basis of the decision of
the relevant Local Governor, whereby the ownership right to the buildings, premises
constructed in the urban communities may be recognized, if these buildings, premises
meet the conditions set by the part 3 of Article 4 of this Law.

Article 8. The procedure for the recognition and registration of the rights
to the buildings, premises and land plots constructed in an unauthorized manner

1. In the cases defined by parts 2-4 of Article 4, parts 1-3 of Article 5, parts 2
and 3 of Article 6 and paragraph “b” of part 2 of Article 7 of this law, the citizens or
the legal persons, for the recognition of the rights to the buildings, premises
constructed in an unauthorized manner and the land plots occupied in an unauthorized
manner, according to their place of location, must apply to the state authority local
divisions of real property cadastre maintenance.

2. Within five calendar days starting from the day of recejving the application
the state authority local divisions of real property cadastre maintenance shall submit
to the head of the community in the administrative boundaries of the community (in
the Yerevan City by the Yerevan Mayor), and outside the administrative boundaries
of the community, to the relevant Local Governor, the master plan of the building,
premise or land plot constructed in an unauthorized manner.

The head of the community (in the Yerevan City by the Yerevan Mayor), and
outside the administrative boundaries of the community, the relevant Local Governor,

within thirty calendar days..shall make a decision on the rejection of the application or
about the Tegalization of the building, premise constructed int an unauthorized manner
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or that of the land plot. Here, in the case of the making decision on the legalization
and in the case of meeting the conditions defined by the parts 1-3 of Article 5 of this
Law, the decision shall state the conditions for the disposal of the land plot, without
concluding an agreement on disposal, while in the case of the lease of the land plot,
also a relevant agreement shali be concluded. In the case of not making any decision
in the mentioned period, the buildings, the premises constructed in an unauthorized
manner, shall be considered as legal, and the land plots shall be considered as
assigned with the right to lease, at the fee equal to the annual land tax rate, with the
preferential right to purchase, on the condition of paying their cadastre value, while
the rights to them shall be subject to state registration in the manner defined.

3. Based on the decision of the head of community (in the Yerevan City by the
Yerevan Mayor), and outside the administrative boundaries of the community, that of
the relevant Local Governor on the legalization of the buildings, premises constructed
in an unauthorized manner and (or) the land plots occupied in an unauthorized
mannet, the citizens or the legal persons, for the purpose of the state registration of
the rights, shall again apply to the local division of the state authority of real property
cadastre with the following attachment to the application:

a) in the cases defined by the parts 2-4 of Article 3 of this Law, the decision of
the head of the community (in the Yerevan City by the Yerevan Mayor), and the
relevant Local Governor, if outside the adminisirative boundaries of the community.

b) in the cases defined by the parts 1-3 of Article 5 of this Law, the decision of
the head of the community (in the Yerevan City by the Yerevan Mayor), and the
relevant Local Governor, if outside the administrative boundaries of the commumity,
in the case of the land plot lease, also the lease agreement and the master plan for the
land plot.

¢) in the cases defined by the parts 2 and 3 of Article 6 of this Law, the
decision of the head of the community (in the Yerevan City by the Yerevan Mayor)
on the legalization which is made on the basis of the technical conclusions about the
enforcement standards of the building.

d) in the cases defined by the part 1 of Article 7 of this Law, the decisions
made formerly by the state or local self-government authorities or the privatization
committees.

e) in the cases defined by paragraph “b” of part 2 of Article 7 of this Law, the
decisions made formerly by the state or local self-government authorities or
privatization committees, the decision of the head of the community on the
legalization of the residential buildings, premises constructed on the land plots and on
the recognition of the ownership right (in the Yerevan City by the Yerevan Mayor).

f) in the cases defined by part 3 of Article 7 of this Law, the decision of the
head of the community (in the Yerevan City by the Yerevan Mayor) on the
legalization of the residential buildings, premises constructed on the land plots and on
the recognition of their ownership rights, the land plot sales agreement conciuded
based on the former disposal or auction results or the protocol about the auction
results (if they are still preserved), the payment invoice on the price for acquiring the
land plot.



4. The applicants, during the process of submitting to the state authority local
division of the real property cadastre the documents defined by part 3 of this Law
shall make payments of fees to the relevant budgets at the following rates:

a) 1000 drams for every 1 square meter of the residential houses and garden
houses constructed in an unauthorized manner,

b) 2000 drams for every 1 square meter of the public buildings, premises,

c) 500 drams for every 1 square meter of the buildings, premises with
economic and supporting, production value, constructed in an unauthorized manner
adjacent to the residential houses and garden houses,

d) 1000 drams for every 1 square meter of areas generated at the expense of
the doors replaced in an unauthorized manner in the apartment buildings, as well as of
the attics, galleries and other appended structures built in the balconies, basements,
roofs constructed in an unauthorized manner,

e) 1000 drams for every door and window reformed in an unauthorized
manner.

The applicants shall present the payment invoices of the fees paid for the
buildings, premises constructed in an unauthorized manner defined in this part to the
relevant budget in the manner defined together with the documents stipulated by part
3 of this Article to the local divisions of the state authority of the real property
cadastre.

5. The ownership right of the land owners or the right of one of the owners
shall be recognized to the residential buildings, premises constructed in an
unauthorized manner in the land plots assigned for the joint or common share
ownership in agricultural, homestead and garden activities, as well as for the
construction and service of an individual residential house, based on their agreement.
In the event of the absence of their agreement the state registration of the rights shall
be rejected and the problem may be resolved through the court.

Article 9. The changes in the purpose of the land plots in the case of the
recognition of the ownership right and the payments made to the relevant
budgets

1. In the cases defined by parts 2, 3, 4, of Article 4 and Article 7 of this Law,
after the state registration of the ownership right, as needed, based on the decision of
the head of the community (in the Yerevan City by the Yerevan Mayor), and outside
the administrative boundary of the community, on the basis of the decision of the
Local Governor, the purpose or the function of the land plots shall be considered as
changed. Those changes shall be incorporated in the current registration records on
the land stock of the community /the Yerevan City/ and the land balance sheet of the
community (the Yerevan City).

2. In the case of the recognition of the ownership right to the buildings,
premises constructed in an unauthorized marmer within the administrative boundaries
of the community, the fees defined by part 5 of Article 8 of this Law shall be targeted



to the community budgets, while in Yerevan they are sent to the state budget for the
overall urban expenses.

Article 10. Concluding Provisions

1. Within six months afier the end of the effectiveness of the Law the public
and production buildings and premises that do not comply with the conditions set by
this Law shall be subject to dismantling at the expense of their builders, and in the
event of failure to dismantle them, the citizens and the legal persons that have
constructed them shall carry a responsibility in the manner defined by the Code on
Administrative Violations of the Republic of Armenia, while the unauthorized
structures shall be dismantled through the compulsory execution procedure.

2. The ownership right of the communities shall be recognized to the land
plots for the construction and service of the homestead or residential house occupied
in an unauthorized manner and not erected.

3. The future status of the residential buildings, premises that do not comply
with the conditions defined by this Law shall be determined by the application of the
norms defined by the Civil Code of the Republic of Armenia.

4. The procedure for considering the applications and the requests on the
buildings, premises constructed in an unauthorized manner, the state-owned land plots
disposed (assigned, acquired) before May 15, 2001, as well as excluded from the
registration before the date of the entry of this Law into force, shall be established by
the Government of the Republic of Armenia.

5. In the event of not registering the rights to the buildings, premises,
complying with the conditions defined by this Law, within the period of effectiveness
of the Law, their future status shall be determined by application of the norms
defined by the Civil Code of the Republic of Armenia.

6. In the event of not registering the property rights within the term of
effectiveness of this Law, the land plots defined by Article 5 of this Law shall be
considered as community ownership (in Yerevan, a state ownership).

Article 11. The entry into force of this Law and the term of effectiveness
1. This Law shall enter into force starting from the tenth day following the
date of its promulgation.

2. The term of effectivencss of this Law shall last for two years after the day
of entry of this Law into force.

R.KOCHARYAN
PRESIDENT OF THE REPUBLIC OF ARMENIA
January 31, 2003.

Yerevan HO-510-N
NHO-510N
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DRAFT LAW OF THE REPUBLIC OF ARMENIA
ON APARTMENT BUILDING MANAGEMENT

PART 1. GENERAL PROVISIONS

Article 1. Scope of the law

The present law regulates the relations for management of common shared property of apartment
buildings and defines the procedure of common shared property management by apartment
building owners, the forms of management, rights of governing bodies of the building, the
procedure of formation of governing bodies, activities and termination thereof, as well as their
relationships with State and local government bodies and organizations.

Article 2. Definitions

In this law the following definitions apply:

1.

Apartment is a space in the building designed and intended for residence of physical entities
with a separate code and number assigned to it by the authorized agency responsible for
State registration of rights.

Non-residential space is a space other than the apartment in the building with a separate
code and number assigned to it by the authorized agency responsible for State registration of
rights.

Apartment building is the building with apartments and/or non-residential spaces
(hereinafter structure) owned by more than one owner and where owners have their interest
in the title to the common property of the building (hereinafter common shared property).
Apartment building structure owner is the person with the right of ownership to the
structure within the apartment building (hereinafter to be referred to as Structure owner)
Common shared property of apartment building includes spaces, structures, property and
other property rights designed and intended for common and full service and maintenance of
the apartment building and are held with the right of ownership by all structure owners.

The owner’s interest in common shared ownership of the apartment building is the ratio
(expressed through percentage) between the entire floor area of the owner’s structure held
with the right of ownership and the total floor area of all structures of the building.
Boundaries of apartment building structures and the common property are the surfaces of
inter-floor coverings (ceilings, floors) and inner surface of load-bearing structures, including
the thickness of finishing materials.

The property of the aparitment building structure owner includes the whole inner space of
the structure, the doors, the windows, inner constructions other than load-bearing structures,
all entrances designed and intended to serve only a given structure, stairs, staircases,
elevators, elevator and other wells and ducts, mechanical, clectrical, sanitary, technical and
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other devices, as well as inner surfaces of other walls, the floor and the ceiling of the
structure, including the thickness of finishing materials.

9. Management of common shared property of the apartment building means
implementation by common shared property owners of their rights, responsibilities and
obligations stipulated by the law, other legal acts as well as a contract.

Article 3. Legislation regulating apartment building common shared property management
relations

Apartment building common shared property management relations are regulated by the Civil -
Code of the Republic of Armenia, this law, the Law on Condominium Associations, other laws
and regulations, as well as international agreements of the Republic of Armenia.

Article 4. Application

This law applies to structure owners of apartment buildings.

Article 5. Rights of ownership in an apartment building

1. A structure owner within an apartment building may be any physical or legal entity, the
Republic of Armenia and communities (hereinafter person).

2. A structure can be owned by one or more than one persons with the right of common
joint or common shared ownership.

3. Structure owners shall possess, dispose and use the structures in accordance with general
norms of the Civil Code.

4. Should a structure owner sell his/her structure the other structure owners of the apartment
building shall not enjoy the right of first refusal to the respective structure.

Article 6. Common shared property hold by apartment building structure owners

Structure owners of apartment buildings may hold with the right of common shared ownership
the load-bearing structures, inter-floor coverings (ceilings and floors), basements of the building,
the attic, technical floors, the roof, the land under the building, as well as entrances, stairs,
staircases, elevators, clevator and other wells and ducts, mechanical, electrical, technical and
sanitary devices serving more than one structure and designed for the unified and full service of
the apartment building.

Structure owners of apartment buildings may hold with the right of common shared ownership
residential or non-residential spaces located in a given or another building, as well as land and
any other movable, immovable any other property.
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Article 7. Rights of structure owners to common shared property

1.

2.

s

A structure owner shall dispose, posses and use his/her common shared property in
accordance with the procedure established by this law.

In accordance with the decision of the apartment building structure owners, taken
pursuant to the procedure stipulated by this Law, an apartment or non-residential space or
a part thereof, which according to the ratio envisaged by this law shall be considered
common shared property of structure owners may be alienated.

In accordance with the decision of the apartment building structure owners taken pursuant
to the procedure stipulated by this Law the separated part of the building common shared
property may be alienated. ,

A structure owner shall not be authorized to individually alienate his/her interest in the
comumon shared ownership or perform other actions leading to transfer of his/her interest
to another person independent from the right of ownership to the structure.

A structure owner shall not be authorized to claim disposal or usage of a portion in the
common property equal to his/her interest thereto or distribution of the common shared
property.

A common shared property may be alienated, provided for disposal, possession or
easement, if the property is to be used in accordance with its designation and not
hampering or creating danger for structure owners in possessing, disposing and using
their structures.

Financial resources received from possession, disposal and use of the common shared
property of the apartment building shall be included in the structure of the common
property and shall be distributed among participants of shared property equal to their
interests.

Improvements that can be separated from the common shared property shall pass to the
ownership of those structure owners who made the improvements unless decided
otherwise by owners of common shared property.

The building structure owner shall be authorized to use inner walls of his/her structure in
accordance with urban development norms.

The building structure owner, upon a prior notice to the building governing body or
structure owners, shall be authorized to independently eliminate defects of the common
shared property, representing immediate danger to the common shared property, the
structure owners’ or others’ property, people’s life, health and the environment. Expenses
directed at elimination of such defects shall be indemnified by the building structure
owners to the extent they are grounded, even and not exceeding the possible damage
should the flows be not eliminated.

Article 8. Changes of real property or boundaries thereof within an apartment building

L.

e,

The structure owner, when acquiring the neighboring structure or part thereof with the
right of ownership, or only at the consent of the owner of the neighboring structure may
eliminate or move any separating inside wall or make openings in them or in the walls
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(including cases when such inside walls fully or partially represent common shared
property).

The structure owner shall be authorized to, without receiving the consent of the other
owners and for not commercial purposes, open or close windows, doors or entrances
within his/her structure walls, chimneys, other wall openings, staircases, stairs, as well as
perform other planning activities on inner or external walls of the structure or attached
thereto (including cases when the walls fully or partially represent common shared
property).

The structure owner shall be authorized, without receiving the consent of other structure
owners, to install mechanical, electrical, sanitary and technical as well as other
communications (including cases when they are fully or partially passing through/over/
or by using the common shared property), if such actions (a) do not weaken the building
load-bearing capacity; (b) do not hamper the normal functioning of the engineering
communications, the building mechanical and other devices, and (c) if the rights of other
structure owners of the building to dispose, possess and use their structures as well as to
make use of the common shared property are respected.

Boundaries between neighboring structures may be moved or existing structures may be
divided into two or more structures without the consent of other structure owners, if such
movements or changes do not result in the change of the structure owners’ interests.
Actions described in clauses 1 to 4 of this Article can be performed by the structure
owners only in accordance with rules and norms stipulated by the legislations and upon a
notice to the governing body of the building.

If performance of actions described in this Article lead to violation of other structure
owners’ right of disposal, possession or use of their structures or their right of making use
of common property, then the structure owner may perform such actions at the consent of
other structure owners and by indemnifying the damage caused to them.

Disputes between structure owners in regard with actions mentioned in this clause and the
amount of indemnification should be resolved in legal manner.

Article 9. Owners’ responsibilities in regard with common shared property

1.

Owners’ responsibilities in regard with common shared property shall assume their
responsibility to maintain and use such property in accordance with the law and other
legal acts.

Every owner of common shared property shall participate, to the extent of his/her
interest, in expenses, taxes, duties and other payments directed at performance of
mandatory norms and requirements as well as in expenses connected with property
maintenance and use.

Any irrelevant expense made by the structure owner, the community, the local
government or any other person, without the consent of owners as required by this law,
shall not be indemnified by the owners.
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4. The structure owner’s failure to use his/ her structure or waive of using the common
shared property shall not be considered as a ground for his/her full or partial exemption
from participation in expenses defined for performance of mandatory norms.

Article 10. Maintenance of common shared property

1. The structure owners shall be obliged to perform measures and other activities directed at
maintenance of common shared property (hereinafter mandatory norms) default of which
may cause a direct danger to the common shared property, structure owners’ and other
persons” property, health, life or the environment. Those making use of the structure and
common property shall be obliged to respect rules of co-residence adopted by the RA
Government.

2. The mandatory norms include fire control, sanitary, urban developmient, utilities and
other measures.

The list of mandatory norms shall be defined by the Government of the Republic of Armenia.

All structure owners shall, in accordance with norms defined at the structure owners meeting

as stipulated in this law, make relevant payments or meet requirements of mandatory norms

at their own expenses. _

3. The rate of payment to be made by the structure owner for the works stipulated in this
Article shall be established based on his/her interest in the common shared property.
The building governing body shall be responsible for giving a prior notice in accordance with
the procedure stipulated in this law to the structure owners on the amount, timeframe and the

procedure of payment.

4, If the structure owner fails to pay the amounts directed at performance of mandatory
norms for more than two months, the building governing body shall be authorized to
apply to the court for forced levy upon a prior written notice to the structure owner.

5. If the structure owner fails to pay for performance of mandatory norms in accordance
with the procedure and timeframe stipulated in this Article, the building governing body
shall be authorized to finance the performance of mandatory norm from other sources and
require the non-payers to indemnify the damage caused to him/her and other structure
owners.

6. If the failure to perform mandatory norms by structure owners or the governing body
inflicts a direct danger to persons’ life, health, the er property or environment, the Chuef
of the respective Community shall, for the purpose of control or upon an alarm, be
obliged to eliminate the danger at his own expenses upon a prior notice to the structure
owners and the governing body.

The fact of the direct danger must be confirmed by the State authorized body in a given field.

Expenses for implementation of activities described in this clause shall be indemnified by the

building structure owners to the extent they are justified, evenly distributed and not

exceeding the possible damage should the flows be not eliminated. Disputes conmected with
the indemnification amount shall be resolved in legal manner.
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7. General supervision over the enforcement of standard norms and co-residence rules shall

be performed by the Chief of a given community.

Article 11. Management of common shared property

1.

The general meeting of all owners of the building structures (hereinafter meeting) is the
highest governing body of the management of common shared property. The meeting
shall enjoy the right of final decision on any issue related to the management of common
shared property of the apartment building, except for issues that according to this law are
considered the exclusive authority of the governing body.

The meeting shall be convened at least once a year. Any structure owner and the
governing body of the building shall be authorized to converne the meeting. Any structure
owner and the governing body of the building shall be authorized to convene a meeting
for the election of a governing body.

Any structure owner shall have votes equal to his/her interest in the common shared
property.

If the structure is held with the right of common shared ownership by more than one
person, one of the co-owners shall act in the meeting on behalf of the others at their
consent,

If the structure is held with the right of common shared ownership by more than one person, each
of the co-owners shall act in the meeting to the extent of his/her interest or one of the co-owners
authorized by the others may be participating in the meeting. :

5.

6.

7.

The decision made by the meeting within the powers provided for in this law and with the
required number of votes, shall be mandatory for all structure owners of the apartment
building, including those, regardless of reasons, failed to participate in the voting or voted
against.

The meeting decisions may be adopted through convening a meeting, distant voting
(inquiries) as well as through notices.

The meeting 1s competent to:

1. Elect the form of management of the apartment building and the governing body;

2. Dismiss the governing body of the apartment building and reduce the powers;

3. Approve the list of other powers ascribed to a governing body of the apartment
building in addition to those prescribed by this law;

4. Adopt decisions on alienation, pledge or other type of transfer of the entire shared
movable property;

5. Adopt decision on alienation, pledge of a part of shared property, or separating a
part thereof, as well as on increase of the common shared property of apartment
building;

6. Adopt decision on alienation, pledge of a part of movable shared property, or
separating a part thereof, as well as on increase of the common shared property of
apartment building;

7. Adopt decisions on transfer of the entire common shared property for use;
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10.

11.

8. Adopt decisions on free transfer of a part of common shared property for use;

9. Adopt decisions on payable transfer of a part of common shared property for use;

10. Adopt decisions on building up or amendment of entire common shared property
or a part thereof;

11. Adopt decisions of transactions for acquisition of property rights (of use, lease,
etc.);

12. Adopt decisions on installation of ads on the common shared property or its use
in some other way for commercial purposes, informing citizens and choosing a
place to attach such notices;

13. Setting tariffs for the issue of statements to structure owners on behalf of the
governing body or delivery of other services, which cannot exceed the actual costs
incurred for such actins;

14. Define the payment procedure and deadlines for obligatory payments charged
from owners under the established norms;

15. Define the payment procedure and deadlines for payments, other than obligatory,
charged from owners;

16. Define the procedure of making use of common shared property by owners
and/or residents of the apartment building;

17. Define the procedure of use of common shared property by structure owners
and/or residents of the apartment building;

18. Conduct annual audits at the expense of the budget designed for the monitoring
of the governing body activities;

19. Issue other decisions on management of common shared property, including
signing of contracts with utility providers by the building governing body and
issues of changing the operational/functional designation of an apartment within
the building.

The decisions envisaged in the sub-clauses 4 and 5 of the Article 7 shall be adopted
unanimously.

The decisions envisaged in the sub-clauses 95 10 and 20 of the Article 7 shall be adopted
at more than 75% of votes of the owners of the apartment building.

The decisions envisaged in the sub-clauses 1, 2, 6, 7, 8, 9, 11, 12, 13, 14, 15, 16, 17, 18
and 19 of the Article 7 shall be adopted at more than 50% of votes of the owners of the
apartment building.

The decisions envisaged in the sub-clauses 3 of the Article 7 shall be adopted at the
number of votes of the owners of the apartment building, which is envisaged by this
Article to carry out the respective functions.

The decisions on issues stipulated in the Clause 7 of this Article may be adopted by virtue of
convening a meeting or conducting a poll, while those on 6, 7, 13, 14, 16, 17 and 18 may be
taken through notices as well. If the apartment building management is performed through a
condominium association, then decisions on issues provided for in sub-clauses 6, 13, 14, 15,
16, 17 and 18 of the Clause 7 of this Article shall be adopted in accordance with the
procedure stipulated in the Law on Condominium Associations, unless another decisions has
been taken by virtue of convening a meeting or conducting a poll.
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12. In cases provided for in the legislation, the decisions, or issued authorizations (powers),

taken on implementation of other than mandatory norms shall be notarized.

13. If the initiators have ensured more than 50% of votes for issuing a decision on

management of common shared property, but failed to ensure the number of votes
defined by this Article, and if such a decision aims at maintenance of common shared
property or is of benefit to all the owners of an apartment building, the initiators shall
have the right to solve the problem judicially.

Article 12. Taking decisions through convening a meeting

1.

hd

An owner of a part of apartment building, governing body or, in cases provided for in this
law, the head of community, shall have the right to submit their proposals for discussion
through convening a meeting of owners of the building. In this case the initiator has to
notify owners about the meeting agenda. Notices shall be delivered by placing the notice
in the most observable location at each entrance or in dedicated places, or personally
submit it to each owner of the apartment building. The Agenda shall be submutted also to
the governing body of the building.

At the demand of the owner of the building structure, the governing body shall send to
him the agenda at the specified address. In this case, the costs incurred on communicating
the agenda to the owner shall be covered by the laiter.

An initiator of the meeting (the governing body of the building in cases provided for in
this Article, Clause 2) shall have to reimburse the losses to the owner of the building
incurred by him as a consequence of improper submission or correspondence of the
agenda.

The agenda shall reflect the name of the person convening the meeting, signature (the
seal as well, if the initiator is a legal entity or governing body), his/her residence or
current address, his/her share if he/she is a co-owner of the building, the date, time and
place of the meeting, the deadline and place for submission of proposals on the agenda,
the list of issues raised for discussion, the number of votes required for issuing a decision
on the issues in the agenda, as well as other necessary information.

The invitation shall be delivered n