Annex 2: Housing Certificate Model

I. General Background

The Armenian housing certificate model appears to be more cost effective than either reinforcing damaged multi-unit apartment buildings or new construction in the earthquake zone, given the relatively low values of housing stock for sale.  Average housing certificate values under the pilot program have been approximately $3,300 per unit, compared to roughly $7,000 per unit for reinforcement and $14,000 per unit for new construction, based on recent reinforcement and construction programs.  

Unlike other re-housing programs in the earthquake zone, the housing certificate pilot program was based on issuing certificates to those living in a clearly defined geographic area in the city of Gumri.  Other programs have generally been based on government compiled prioritized lists (known as waiting lists) of those most deserving of housing based on specified criteria. These criteria relate to the social category of the household (such as veterans in specific wars, disabled, invalids, orphans, etc.) or other factors.  By their nature, the beneficiaries on this list, if taken in order of priority, are geographically dispersed, which reduces the visible and potentially positive psychological impact of rehousing programs.  

Another feature of the housing certificate program has been the destruction of the temporary shelter (or domic) by the municipality when permanent housing is found, clearing the site for other uses.  Without clearing central urban areas of temporary shelters, it would be difficult to promote sustained economic development or recovery. The presence of temporary shelters has a psychological effect, reminding residents continually of what they had and have lost, as well as a practical effect in hindering development of prime urban areas.  

Based on monthly monitoring of the real estate market during August and September 2000, housing transactions completed under the pilot housing certificate program supported by USAID made up approximately 90% of all transactions in Gumri.  While there could be additional informal housing transactions that are not registered due to a desire to avoid payment of fees, issues with recalculation of the property tax, lack of proper title or other factors, the number of informal transactions is not considered to be significant.  To date, it has taken an average of 72 days from the time of certificate issuance for the household to sign a notarized sales contract for a new home.

II. Lessons Learned from the Program 

The pilot housing certificate program that USAID has supported since March 2000 has demonstrated the following: 

· Both buyers and sellers are willing to use the certificate as a mechanism for housing transactions

· Although housing could be purchased anywhere in Armenia, buyers are generally interested in staying in the region where they are living (80% stay in the same urban area) 

· Household receptivity to the use of the certificate increases when the certificate amount and number of rooms provided is most closely matched to the existing household configuration

· The situation among domic / temporary shelter residents is considerably less uniform than anticipated, given the amount of time that has passed since the earthquake, the affects of emigration and the economic situation

· Buyers have no prior experience in locating their own housing, and require substantial assistance throughout the entire housing transaction process

· Local banks are capable of administering this type of program

· Sufficient vacant housing units appear to exist on the market for the program to operate satisfactorily (although the pilot program was much smaller in scale than what is anticipated in the Earthquake Zone Recovery program)

III. Housing Certificate Process

The pilot housing certificate program had the following characteristics:

General Process

· Certificate recipients had the freedom to select from the local Armenian market the apartment or home to which they wish to re-locate.

· The procedure included the use of local banks as intermediaries for the transfer of funds under the housing certificate program.  

· The contractor included an international accounting firm in the implementation of the program to ensure the greatest degree of transparency and accountability.

· The contractor developed procedures to inspect the suitability and safety of the shelter that had been identified for purchase with the housing certificate prior to completion of the transaction.  This inspection was designed to ensure that all shelter purchased under the pilot program was safe, and had adequate access to water, sanitation and electricity. 

· Temporary dwellings of those who successfully complete a housing transaction under this program were destroyed.  The Contractor coordinated with the Gumri local government to ensure that the destruction and removal of temporary was a formal step in completing the housing transaction.  The local government financed the removal and destruction of the temporary shelters vacated as a result of this program. 

· Program implementation was accompanied by a public information campaign for beneficiaries, potential home sellers and local realtors explaining the purpose and procedures of the program. The public information campaign included printed brochures, a short television spot announcing the program, an information center in the municipality, and the use of a local NGO (Meghvik) located close to the selected neighborhood to provide additional outreach and information

· Certificates were initially valid for three months from the date of issue, and could be extended by another three months, for a total validity period of up to six months. 

· Units acquired under the program could not be sold for one year, based on a restriction placed in the title file in the cadastre.  

Participating Households

· A site-based approach was used to select participating households.  Most households were in the Yerevanyan Ghajudghi neighborhood of Gumri.  Additional households in public assets that needed to be vacated (i.e. museums and schools) or in buildings slated for destruction were also included in the program on an ad-hoc basis, following a decision by the Gumri city council.

Certificate Value
· The value of certificates was based upon local real-estate values, recipient household size, and the size of the housing unit that was lost in the 1988 earthquake. Government Decision 432 was used as a basis for determining the number of rooms that households were eligible to receive.  The starting point was the size of the unit the household lost in the earthquake.  This could then be increased (by up to 1 room) or decreased (with no limit) depending on the number of physically present and previously registered household members at the time of signing a notarized contract to participate in the program.

· Certificate value under the pilot program was based on the average market price for various sized units available on the market in Gumri.  The market was monitored on a monthly basis to determine whether the average market values had changed.  Housing market values have not varied significantly during the first six months of the pilot program. The variation in market value was approximately 7%. As a result, certificate values have not been adjusted, but have remained constant throughout the program.

· Recipients were entitled to the cash difference between the cost of the shelter being purchased and the value of the certificate, if the value of the certificate was greater than the price of the home, and as long as the shelter met minimum space / other requirements for the household size which were established under this program. 

· Recipients were entitled to finance from other sources the difference between the cost of the home being purchased and the value of the certificate, if the value of the certificate was less than the price of the home. To date, no household has provided supplemental resources to increase the certificate value in the pilot program.  

· To ensure households were not being “underhoused”, all transactions had to include at least the number of rooms shown on the certificate.

· Households could also use the certificate to buy up to two separate units with one certificate, provided that the transactions were completed simultaneously and the same parameters on certificate value and number of rooms were applied.  To date, no household has successfully completed two transactions from one certificate, although this feature reportedly was a determining factor for the participation of a number of households in the program.

· Average certificate values in the pilot program have been $3,300 per household, with a fee of $100 per certificate for processing by the local bank, and $50 per certificate for a review by the local branch of an international accounting firm.

Housing Transaction Process

· Because households generally did not have any prior experience in identifying their own housing, some have required substantial assistance with understanding the process for locating a unit and completing the procedures.  Although real estate brokers were trained to participate in the program, households generally did not use their services.  Instead, households have tended to rely on word of mouth and listings posted at the information center in the municipality.  The listings at the information center were based on sellers visiting the center.

· In the pilot program, there were a number of households (approximately 30%) that required special assistance in locating housing, generally because of age, disability status or other factors that limited their ability to find housing on their own.

Sellers

· Public information for the program stated that sellers should be able to demonstrate access to other permanent housing in order to be able to sell a house to a beneficiary of the pilot housing certificate program.  

- 
Information on sellers participating in the program was monitored on a monthly basis to determine the reasons why they were choosing to sell a unit, where they planned to live following the sale and other factors.  

Steps in the Pilot Housing Certificate Program Process

· Identification of eligible beneficiaries

· Beneficiaries receive orientation to program from Urban Institute staff and local NGOs (Meghvik and Sakharov Fund)

· Beneficiaries enter into contract with the city of Gumri committing to give up rights to their domic and to housing they lost in the earthquake (if the housing they lost is in a  reinforced building or scheduled for reinforcement); amount of housing certificate is determined

· Beneficiaries receive housing certificate; they then have then months to locate housing and enter into notarized sales agreement 

· Beneficiaries register certificates at a local participating bank (Ardshinbank or Armeconombank)

· Beneficiaries search for housing 

· When housing is identified, buyer and seller sign a pre-sales agreement

· The housing that is chosen is inspected by a licensed inspector arranged by the local bank within 3 days to see if it is acceptable 

· Bank completes review of available resources (to see if the certificate can cover purchase price, or if not, the bank will work with the buyer on transferring additional funds to make up the purchase price)

· Seller requests certificate on real estate from cadastre demonstrating ownership

· Bank reviews all documents for completeness and to ensure there is clear title

· Local branch of international auditor reviews all documents (usually about three weeks after pre-sales agreement is signed)

· Sales agreement is prepared and notarized (usually about two weeks after request to auditor)

· Buyer completes title transfer with cadastre, and funds transferred to buyer’s blocked account

· 80% of housing value required transferred to seller’s account  

· Remaining 20% of housing value transferred on day of turnover of new unit to buyer

· Balance of funds (if any) are transferred to the buyer, once the buyer shows that the temporary housing has been turned over
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1. Introduction

This manual provides step-by-step instructions for processing by contracted banks of Housing Purchase Certificates as part of the Armenian Earthquake Zone Housing Certificate Program (see Terms and Conditions of the Program). These instructions are to be followed strictly by all program participants, including Banks, Certificate Holders, and House Sellers.  

2. Changes to the Manual

The Manual is subject to change.  Suggestions for changes should be addressed to the Program Manager.  Only the Program Manager may authorize changes to the Manual. 

3. Recommendations to Banks on Administration

Most of the certificate processing can be carried out by technical employees who may: already be employed by the Bank, are hired by the Bank especially for this program, or are hired as consultants.  In any case, it is important that specific persons  be designated for dealing with certificate processing.  These designated persons are required to be thoroughly familiar with assigned duties and must be prepared to direct Certificate Holders to appropriate resources in order to resolve problems.  

A branch deputy director-level bank official should supervise all aspects of the Program, including confirming compliance with all program policies and overseeing the funds disbursement process. 

The information obtained by the Bank in administering this program is highly confidential and the Bank should protect this confidentiality by employing strict security procedures.  Access to all documents and information should be restricted to only those directly involved with the processes.  Use of information by any other persons must be approved by the Program Manager.

The remainder of this document describes the tasks required to administer the Program in greater detail.

4. Bank’s Responsibility to Provide Advising to Certificate Holders

The Bank is required to provide certain advising services.  The Bank must make readily available, for the duration of the Program, employees with appropriate expertise to advise Certificate Holders.  The main areas for advising will be compliance with program requirements, and legal and clerical aspects of housing purchase.  Regarding housing purchasing, the Bank’s advisors should have practical experience in law specifically relating to real estate transactions.    

5. Implementation Procedures

5.1. Certificate Processing Initiation

Step 1:  The Program Manager provides to the Bank a copy of the Master Log of Certificate Issuance (Master Log). The Master Log will reflect:

1)  name of the Certificate Holder;

2) passport data of the Certificate Holder (number, serial number, date-of-issuance, and 

      issuing institution);

3)  certificate number;

4)  number of rooms of housing unit;

5)  monetary value;

6)  name of bank assigned for processing;

7)  date of issuance of the certificate and expiration date.

Step 2:  Based on the Master Log, the Bank creates a folder for each Certificate Holder assigned to the Bank.  The Certificate Holder’s Folder is used to collect all documents and correspondence related to the processing of the certificate.   The Certificate Holder’s name and certificate number will identify each folder. A Document Checklist (Exhibit HC-1/1) is placed in the Certificate Holder’s Folder (Item 1).  The checklist includes a space for a check mark next to each list item, where it may be indicated the presence of that particular document.  

Step 3:  The bank records each step of the process in a Transactions Journal (Exhibit HC-2/1), which it maintains for each certificate. The Journal identifies discretely each significant transaction related to Bank processing of the certificate, provides a place for entering the transactions’ completion dates and initials of the Bank employee confirming its completion.

5.2. Housing Purchase Certificate Registration

Step 4:  The Certificate Holder presents:

1)  the  original Housing Purchase Certificate in person to the Bank;

2)  his or her passport.  

The Certificate Holder may authorize another person to represent his or her interests.  In such 

case, the authorized person presents to the Bank:

1)  the original Housing Certificate; 

2)  his or her passport; 

3)  letter of authorization for registering the Certificate with the Bank and for representing 

     the interests of the Certificate Holder.

Step 5:  The Bank compares the following information on the certificate to the Master Log:

1)  name of the Certificate Holder 

2)  passport data of the Certificate Holder (number, serial number, date-of-issuance, issuing 

      institution) ;

3)  certificate number;

4)  number of rooms of housing unit;

5)  monetary value;

6)  name of Bank assigned for processing;

7)  date of issuance and expiration date of the certificate; 

If any discrepancy between the Certificate and the Master Log is noted processing is stopped and the Bank provides the Notification of Registration Discrepancy (Exhibit HC-3) to the Program Manager. The Bank instructs the Certificate Holder to contact the Program Manager in order to resolve the discrepancy.  However, if a correction on the certificate has been made and initialed by a member of the project team so that the certificate matches the master log, the bank may continue processing.

Step 6:  If no discrepancies are noted between the Certificate and the Master Log, the Bank places its stamp in the designated location on the Certificate.  The stamping of the Certificate represents official confirmation of registration by the Bank. 

Step 7:  A photocopy of the stamped Housing Purchase Certificate is placed in the Certificate Holder’s Folder (Item 2).  

Step 8:  Completion of Registration (Transaction 1) is recorded in the Transactions Journal. 

5.3. Contact Information and Presentation of Terms and Conditions

Step 9:  The Certificate Holder completes a Contact Information Form (Exhibit HC-4) and provides it to the Bank.

Step 10:  The Contact information form is placed in the Certificate Holder’s Folder and  (Item 3) is checked on the checklist.

Step 11:  The Bank provides an oral explanation of the project process  If the process is not well understood by the Certificate Holder, or if he or she has specific questions, the bank employee should ensure that all issues are discussed to the point where the person has an adequate understanding.

Step 12:  When all preceding steps in this section are accomplished, Completion of Contact Information and Presentation of Terms and Conditions (Transaction 2) is recorded in the Transactions Journal. 

5.4. Presale Agreement (“Protocol About Intentions”) 

Step 13:  When the Certificate Holder has selected a housing unit,  he or she should agree with the Seller on the price and other terms, which must comply with program requirements.  At this point, the Seller should fill out all questions in the Seller’s Questionnaire (Exhibit HC-32) as a requirement for participation in the Program. These questionnaires should be provided to the project manager on a regular basis.

Step 14:  The  agreed-upon price and other terms should be stated in the Presale Agreement (Exhibit HC-6), which should be signed by both parties and submitted to the Bank, together with a copy of the Seller’s Certificate-of-Ownership.   The Presale Agreement, as well as any other document related to the housing purchase transaction, may not include a term for pre-payment or down-payment.   In order to prevent mistakes in the forming of the Presale Agreement and to make faster the preliminary analyses, it is recommended that the Certificate Holder and Seller come to the Bank to fill-out the Presale Agreement and present necessary proof-of-ownership documents.  When the bank employee accepts the Presale Agreement, he or she will explain to the Seller the terms and conditions of the program relating to the housing purchase transaction.

Step 15:  The Bank examines the Presale Agreement for compliance with the terms and conditions of the program.  If the agreement  meets all terms and conditions, it is accepted and the Bank proceeds Step 16, below.  Otherwise the Bank provides the Notice of Bank Rejection of Presales Agreement (Exhibit HC-7), executes Step 15, below, and waits for a new Presales Agreement to be submitted by the Certificate Holder.


Copies of each of the Notice of Bank Rejection of Presales Agreement and the rejected Presales Agreement are placed in the Certificate Holder’s Folder (Items 4 and 5). 

Step 16:  The Bank’s copies of each the Presales Agreement and the Seller’s Certificate of Ownership is placed in the Certificate Holder’s Folder (Items 6 and 7).

Step 17:  Acceptance of the Presale Agreement (Transaction 3) is recorded in the Transactions Journal. 
5.5. Housing Physical Inspection

Upon acceptance of Presale Agreement, within 3 working days the Bank will organize an inspection of the housing unit according to the following steps:

Step 18:  An expert hired by the Bank accomplishes the physical inspection of the housing unit.  The Bank invites the Seller and Certificate Holder to be present during the inspection, but their attendance is not mandatory.  The expert completes and signs the Housing Physical Inspection Finding (Exhibit HC-8), which declares the  acceptability  or unacceptability of subject housing unit for habitation. A copy of the Finding is provided to the Seller and to the Certificate Holder.

Step 19:  The original Housing Physical Inspection Finding is placed in the Certificate Holder’s Folder (Item 8). If the housing unit is found acceptable, then proceed to the next step, if not, then the Certificate Holder must begin again with the selection of a different housing unit.

Step 20:  Completion of the Housing Inspection Finding is recorded in the Transactions Journal (Transaction 4).

5.6. Determination of Resources 

Upon acceptance of Presale Agreement, within 3 working days the Bank will perform a determination of the Certificate Holder’s resource requirements.

Step 21:  The Bank determines whether the Housing Purchase Certificate’s monetary value is sufficient to cover the purchase of the housing unit, as shown in the Presale Agreement.  If additional resources are required, proceed to the next step, if not, proceed to Step29. 

Step 22:  The Bank provides Instruction on Opening of Current Account (which is a demand deposit)  (Exhibit HC-9) to the Certificate Holder and on depositing into that account the amount which has been determined necessary from his or her own resources.  When payment is made for the housing unit, funds will be transferred first from this account and then from the special blocked account, which is described later in this manual.

Step 23:  A copy of the Instruction on Opening of Current Account is placed in the Certificate Holder’s Folder (Item 9).

Step 24:  Upon receipt of the Instruction, the Certificate Holder opens the bank account and deposits the required amount. 

Step 25:  A copy of the agreement for opening the account (a standard bank application) , which should show the number of the account, and the bank statement, confirmed by the Bank, proving accomplishment of the required deposit  is placed in the Certificate Holder’s Folder (Items 10 and 11).

Step 26:  Upon accomplishment of the resource determination, which will be deemed as complete when the additional deposit is made by the Certificate Holder, the Bank will complete the Finding on Resource Determination (Exhibit HC-10). 

Step 27:  A copy of the Finding on Resource Determination is placed in the Certificate Holder’s Folder (Item 12).

Step 28:  Completion of Resource Determination (Transaction 5) is recorded in the Transactions Journal. 

5.7. Receipt of Housing Documents and Juridical Expertise

Step 29:  Within 2 business days after completion of the Housing Inspection Finding and Resource Determination, the Bank notifies the Seller that he or she should acquire the Certificate on Real Estate (the Cadastral Department’s Form No. 7). Within 2 (two) business days of receiving this notification, the Seller must submit his or her application to receive the Certificate to the Regional State Cadastral Department.

Step 30:  All within 2 (two) business days of receiving the Certificate on Real Estate, the Seller will note if permission must be granted from any other party or parties in order to sell the housing unit.  If permission is necessary, the other party or parties will complete the Agreement by Other Parties on Sale of Housing Unit (Exhibit HC-12/1).

Step 31:  The Seller provides to the Bank the Agreement by Other Parties on Sale of Housing Unit (if applicable) and the Certificate on Real Estate (The Cadastral Department’s Form No. 7) not later than 2 business days after the Certificate is issued  by the Regional State Cadastral Department. 

Step 32:  A copy of the Certificate on Real Estate and the Agreement by Other Parties on Sale Housing Unit (if applicable) is placed in the Certificate Holder’s Folder (Item 14 and 15).

Step 33:  Receipt of Certificate on Real Estate (Transaction 6) is recorded in the Transactions Journal. 

Step 34:  Within 1 business day of receiving the Certificate on Real Estate and the Agreement by Other Parties on Sale Housing Unit (if applicable) a bank employee performs the expertise on the juridical documents presented to this point (Certificate of Ownership, Certificate on Real Estate, the Agreement by Other Parties on Sale Housing Unit (if applicable), and the Presale Agreement).  In the process of this expertise, the bank employee should determine: 

· that the Seller, in fact, has the right to alienate the real estate in question;

· that the subject housing unit  is, in fact, registered as real estate with the Regional State Cadastral Department;

· the existence of the ownership rights in the housing unit to be alienated;

· the presence/absence of any restrictions of the housing unit to be alienated (clear title);

· the presence/absence of ownership rights of third parties to the housing unit to be 

alienated;

· in the case when third parties to have ownership rights in the housing unit to be alienated, then it should be certified that the appropriate documents exist by which those third parties have granted permission for sale;

· that all of the members of the family of the Certificate Holder are also mentioned as the buyers (future co-owners) in the Presale Agreement.

Step 35:  If the juridical documents are accepted, then proceed to the next step. If discrepancies are noted, the Bank should notify the  parties to the Presale Agreement immediately and allow them 7 (seven) business days to perform corrections.  

Step 36:  The Bank creates the Finding on Juridical Expertise of Housing Documents (Exhibit HC-13/1). 

Step 37:  A copy of the Finding on Juridical Expertise of Housing Documents is placed in the Certificate Holder’s Folder (Item 16).

Step 38:  Completion of Expertise of Juridical Documents (Transaction 7) is recorded in the Transactions Journal. 

Step 39:  On the basis of: the Housing Physical Inspection Finding, the Finding on Resource Determination, and the Finding on Juridical Expertise of Housing  Documents, the Bank prepares the Declaration on Acceptance/Rejection of Housing Unit (Exhibit HC-14).  The Declaration should be signed by the head of the bank branch and should be affixed with the Bank’s seal.  In the case of rejection, the Declaration should include an explanation of the rejection.  In addition the Certificate Holder has the right to select another housing unit and to provide to the Bank a new Presale Agreement or to correct the discrepancies that were the grounds for rejection. 

Step 40:  A copy of Declaration on Acceptance/Rejection of Housing Unit is placed in the Certificate Holder’s Folder (Item 17).

Step 41:  Completion of Acceptance/Rejection of Housing Unit (Transaction 8) is recorded in the Transactions Journal.

5.8. Request to Auditor

The Program Manager has contracted with KPMG, a professional international auditing firm (hereafter, ‘Auditor’) to review the copies of specified documents provided by the banks for their consistency with one another and with the Master Log, and for compliance with general program requirements as specified in the Terms and Conditions of the Program.  

Step 42:  Within 2 (two) business days of completing the Declaration on Acceptance/Rejection of Housing (in the case of acceptance) the Bank prepares the Request for Approval of Housing Purchase Transaction with use of Subsidy Payment (Exhibit HC-15) and provides it to the Auditor with a package containing the following documents: 

1)  a copy of the Presale Agreement;

2)  a copy of the Declaration on Acceptance/Rejection of Housing Unit;

3)  a copy of the Housing Physical Inspection Finding;

4)  a copy of the Finding on Resource Determination (if applicable);

5)  a copy of the Finding on Juridical Expertise of Housing Documents;

6)  a copy of the Certificate of Ownership of the Seller;

7)  a copy of the Certificate on Real Estate (Cadastral Form No. 7), 

8)   a copy (copies) of Agreement(s) by Other Parties on Sale of Housing Unit (if applicable);

9) a copy of the Housing Purchase Certificate;

Step 43:  A copy of the Request for Approval of Housing Purchase Transaction with use of Subsidy Payment is placed in the Certificate Holder’s Folder (Item 18). 

Step 44:  Completion of Request to Auditor (Transaction 9) is recorded in the  Transactions Journal 

5.9. Canceling of Transaction Initiated by Buyer and/or Seller (if applicable)

If the Certificate Holder (Buyer) and/or Seller of the housing chooses not to carry out the housing purchase transaction at any time before the signing of the Sale Agreement, then the following actions are undertaken:
Step 45:  The Certificate Holder provides the Application for Revocation of Presale Agreement (Exhibit HC-16), which specifies the initiator of the revocation.

Step 46:  A copy of the Application for Revocation of Presale Agreement is placed in the Certificate Holder’s Folder (Item 19).

Step 47:  Within two (2) business days after receiving  the Application for Revocation of Presale Agreement, the Bank will provide to the Project Manager a copy of the Application for Revocation of Presale Agreement.

Step 48:  Completion of Revocation of Presale Agreement (Transaction 10) is recorded in the Transactions Journal.  In the case of revocation, the Certificate Holder has the right to select another housing unit and to provide to the Bank a new Presale Agreement.
5.10. Opening of Accounts and Drafting of the Sale Agreement

Within 2 (two) business days after providing the Request for Approval of Housing Purchase Transaction with use of Subsidy Payment to the Auditor, the Bank  invites the Certificate Holder and the Seller to the Bank and performs the procedures, described in steps 51 – 57, below.

Step 49:  To facilitate the financial transactions relating to the housing purchase, the Certificate Holder submits to the Bank the Application for Opening the Blocked Account (Exhibit HC-18) in his or her name.  The blocked account will be used for receiving the subsidy transfer from the Project Manager, and, subsequently, for payment to the Seller.  All blocked accounts will be opened in accordance with the Agreement about Opening of the Blocked Accounts for the Housing Certificate Holders (Exhibit HC-19), which is concluded between the Bank and the Project Manager.

Step 50:  A copy of the Application for Opening the Blocked Account is placed in the Certificate Holder’s Folder (Item 21).

Step 51:  Opening of the Blocked Account (Transaction 11) is recorded in the Transactions Journal.

Step 52:  The Seller opens a current account (for demand deposits) for receipt of payment for the housing unit.

Step 53:  A copy of the agreement for the opening of the Seller’s current account is placed in the Certificate Holder’s Folder (Item 22).

Step 54:  Opening of the Seller’s Account (Transaction 12) is recorded in the Transactions Journal.

Step 55:  With assistance from the Bank’s expert, the Seller and Certificate holder draft the Housing Sale Agreement (Exhibit HC-20/1),which the Bank is responsible to verify includes the exact conditions and terms as specified in the Presale Agreement, which was submitted to the Auditor.  

5.11. Auditor’s Decision on Presales Agreement and Notarization of the Sale Agreement

Step 56:  Within 3 business days of submitting the Request for Approval of Housing Purchase Transaction with use of Subsidy Payment the Bank receives from the Auditor the Decision on Concurrence/Nonoccurrence for Funding the Housing Purchase Transaction (Exhibit HC-21).  In the case of nonoccurrence, the Decision should include written justification.  Again, in the case of nonoccurrence, the Certificate Holder has the right to select another housing unit and to provide to the Bank a new Presale Agreement.
Step 57:  A copy of the Decision on Concurrence/Nonoccurrence for Funding of the Housing Purchase Transaction is placed in the Certificate Holder’s Folder (Item 23).

Step 58:  Completion of Decision on Concurrence/Nonoccurrence (Transaction 13) is recorded in the Transactions Journal.
Step 59:  Within three (3) business days of receiving the Decision on Concurrence form the Auditor, the Bank provides a Conditional Commitment Letter (Exhibit HC-22) to the Seller, which confirms the decision to fund the housing purchase transaction under the condition that both parties follow the terms of the Program.

Step 60:  A copy of the Conditional Commitment Letter is placed in the Certificate Holder’s Folder (Item 24).

Step 61:  Issuance of Conditional Commitment Letter (Transaction 14) is recorded in the Transactions Journal.

Step 62:  Within three (3) business days of receiving the Decision on Concurrence from the Auditor, a bank employee informs the seller to obtain the Certificate on Real Estate (The Cadastral Department’s Form No. 8).  The Bank employee compares information on Form No. 8 with information on Form No. 7 for consistency.  After reviewing Form No. 8, the bank employee visits the Notary to clarify all arrangements that must be made for conducting the final transaction, taking with him or her: the draft of the Sale Agreement, the Certificate on Real Estate (Form No. 8), and the Certificate of Ownership.  Based upon the Notary’s instructions, the Bank immediately instructs the Seller and Certificate Holder on what, if any, additional preparations should be accomplished.

Step 63:  When notified by the Seller and Certificate Holder that all preparations have been made, the Bank makes an appointment for concluding the final transaction with the Notary and notifies the other parties. The Certificate Holder and Seller are responsible to make all preparations in a timely manner so that the Sales Agreement can be notarized before expiration of the Certificate on Real Estate (15 calendar days from issuance).

Step 64:  The Seller, Certificate Holder and third party or parties, which must provide their concurrence for sale of the housing unit, and all the adult members of the Certificate Holder’s family, and a Bank representative conclude the Sale Agreement at the Notary. 

The bank representative will verify once more that the conditions of the Sale Agreement do not differ from the conditions of the Presale Agreement.  A condition of the Sale Agreement is that the version provided to the bank before notarization cannot differ from the notarized version. 

Step 65:  The notarized Sale Agreement (Item 25) and the copy of the Certificate on Real Estate (The Cadastral Department’s Form No. 8) (Item 46) is placed in the Certificate Holder’s Folder.

Step 66:  Receipt of  Notarized Sale Agreement  and receipt of  the Certificate on Real Estate (The Cadastral Department’s Form No. 8) (Transaction 15) is recorded in the Transactions Journal. 

Step 67:  The next business day after the bank is notified by the Project Manager that the notarized Sale Agreement has been approved by the Auditor, the Certificate Holder and the Seller formally applies at the Regional State Cadastral Department for registration of the sale agreement, transfer of title, and issuance of the Certificate of Ownership.

Step 68:  The Certificate Holder presents the Certificate of Ownership to the Bank immediately upon issuance from the Cadastral Department, but not later than 20 days after submission of the sale agreement to the Cadastral Department.

Step 69:  One copy of the Certificate of Ownership is placed in the Certificate Holder’s Folder (Item 26).

Step 70:  Receipt of Certificate of Ownership (Transaction 16) is recorded in the Transactions Journal.

5.12. Funds Transfer to the Certificate Holder’s Blocked Account

Step 71:  Upon receipt of the notarized Sale Agreement, the Bank will provide to the Auditor the Request for Funds Transfer to the Certificate Holder’s Blocked Account (Exhibit HC-23).  The Request should specify the amount of the subsidy, and the account number of the Certificate Holder’s blocked account.  Attached to the Request, should be the package containing the following documents: 

1) a copy of the notarized Sale Agreement; 

2) a copy of the agreement (application) for opening the Seller’s bank account (which 

     should include the actual account number); 

3) a copy of the application from the Certificate Holder for opening his or her blocked bank 

     account (which should include the actual account number).

4) a copy of the Certificate on Real Estate (Cadastral Department’s Form No. 8)

Step 72:  A copy of the Request for Funds Transfer to the Certificate Holder’s Blocked Account is placed in the Certificate Holder’s Folder (Item 27).

Step 73:  Completion of Request for Funds Transfer (Transaction 17) is recorded in the Transactions Journal.

The Auditor provides to the Project Manager within 3 business days after receipt of the copy of notarized Sale Agreement its conclusion regarding transfer of funds. The Project Manager, after receiving the positive Auditor’s conclusion, will transfer the funds to the Certificate Holder’s blocked account.

5.13. Handing over to the Bank of the Housing Purchase Certificate

Step 74:  At the same time as presenting the Certificate of Ownership to the Bank, the Certificate Holder also hands over the original Housing Purchase Certificate.  The responsible Bank officer completes, signs and stamps the receipt stub of the certificate.  

Step 75:  The Receipt Stub is removed, a photocopy is made for Bank records and the original is provided to the Certificate Holder and the Housing Purchase Certificate is kept by the Bank. 

Step 76:  The Receipt Stub copy and the original Housing Purchase Certificate are placed in the Certificate Holder’s Folder (Items 28 and 29).

Step 77:  Receipt of Housing Purchase Certificate (Transaction 18) is recorded in the Transactions Journal.

5.14. Funds Transfer to the Seller

All within two days of  receipt of funds to the blocked account of the Certificate Holder, the Bank notifies the Seller and Certificate Holder of Funds Transfer  (Exhibit HC-24). 

Step 78:  Completion of Funds Transfer (Transaction 19) is recorded in the Transactions Journal. 

Step 79:  The Certificate Holder will transfer  payment for the housing unit according to the following order below: 

scenario #1 – if the own resources of the Certificate Holder are required, then after presenting to the 

Bank the Certificate of Ownership for the procured housing unit, in which the names of the Certificate Holder and his/her family members are specified:

1) the entire amount of the Certificate Holder’s own resources will be 

 transferred from the current account of the Certificate Holder to the current account 

of the Seller, and

2) 
the amount that, together with the amount paid from the Certificate Holder’s 

       own resources, will constitute 80 % of the purchase price of the housing unit 

(hereafter, the “1st subsidy transfer”) will be  transferred from the blocked account of the Certificate Holder to the current account of the Seller;

   3) The final payment (hereafter, the “2nd subsidy transfer”) is transferred from the 

       Certificate Holder’s blocked account to the Seller’s current account after presenting to 

       the Bank the Transfer Statement (see Exhibit HC-25 ), which is signed by the Certificate Holder and the Seller. 

scenario #2 – if the own resources of the Certificate Holder are not required, then after presenting to 

the Bank the Certificate of Ownership for the procured housing unit in which the names of the Certificate Holder and his/her family members are specified:

1) an amount constituting 80% of the of the purchase price of the housing unit (hereafter, the 

     “1st  subsidy transfer”) will be  transferred from the blocked account of the Certificate 

      Holder to the current account of the Seller;

2) The final payment (hereafter, the “2nd  subsidy transfer”) is transferred from the 

    Certificate Holder’s blocked account to the Seller’s current account after presenting to the 

    Bank the Transfer Statement (see Exhibit HC-25), which is signed by the Certificate Holder and the Seller. 

Which of the two scenarios above is implemented, as well as the actual transfer amounts, will be shown in the Sale Agreement that is concluded between the Certificate Holder and the Seller. The balance of the subsidy (if applicable) is paid to the Certificate Holder in accordance with Section 5.13 below. 

Step 80:  The following are placed in the Certificate Holder’s Folder:

1)  copy of the transfer order from the account containing the Certificate Holder’s own 

      resources, if applicable (Item 33);

2)  the transfer order for the 1st subsidy transfer from the Certificate Holder’s blocked 

      account (Item 34);

3)  the bank statement reflecting receipt of the Certificate Holder’s own resources in the Seller’s account, if applicable, (Item 35);

4)  and, the bank statement reflecting receipt of the 1st subsidy transfer in the Seller’s 

      account (Item 36).

Step 81:  Completion of the 1st Subsidy Transfer (Transaction 20) is recorded in the Transactions Journal. 

Step 82:  When the Seller is prepared to vacate the housing unit, he or she comes to the Bank to appoint the date and time of final transfer to the buyer, which is also the day when the Transfer Statement (see Exhibit HC-25) is signed between the Certificate Holder and the Seller.

Step 83:  On the appointed day and time, the Seller will handover the key of the sold housing unit, as well as all documents for payment of the communal services, which should be reflected in the signed Transfer Statement (Exhibit HC-25). 

Step 84:  A copy of the Transfer Statement is placed in the Certificate Holder’s Folder (Item 37).

Step 85:  Completion of Vacating of Housing Unit (Transaction 21) is recorded in the Transactions Journal. 

Step 86:  Upon receipt of the Transfer Statement, the Bank will execute the 2nd subsidy transfer from the blocked account of the Certificate Holder to the account of the Seller. 

Step 87:  A copies of the order for the 2nd subsidy transfer from the Certificate Holder’s blocked account (Item 38) and the bank statement reflecting receipt of 2nd subsidy transfer on to the Seller’s account (Item 39) are placed in the Certificate Holder’s Folder.

Step 88:  Completion of 2nd Subsidy Transfer (Transaction 22) is recorded in the Transactions Journal. 

5.15. Disposition of Former Residence

Step 89:  The Certificate Holder is obligated to dispose of his former residence  according to the Terms and Conditions of the Program.  The fact of vacating and subsequent handing over to the Municipality, is evidenced by the Hand Over Act of Temporary Housing (Exhibit HC-26).  The Act should be signed by: the authorized representative of the City of Gyumri, the Certificate Holder, and all adult members of the Certificate Holder’s family.  

Step 90:  The Certificate Holder presents to the Bank the Hand Over Act of Temporary Housing..

Step 91:  A copy of the Hand Over Act of Temporary Housing is placed into the Certificate Holder’s Folder (Items 40).

Step 92:  Disposition of Former Residence (Transaction 23) is recorded in the Transactions Journal. 

5.16. Transfer of Subsidy Remainder (if applicable)

In accordance with the Terms and Conditions of the Program, the Certificate Holder may use the subsidy remainder as he or she wishes, but only after presenting to the Bank the Hand Over Act of Temporary Housing.  The Bank has the right to verify the validity of the Act with the Municipality. 

Step 93:  In order to receive the subsidy remainder, the Certificate Holder opens a current account in the Bank.

Step 94:  Upon receiving the Hand Over Act of Temporary Housing, the Bank allows the Certificate Holder to transfer the subsidy remainder from his or her blocked account to his or her current account. 

Step 95:  Copies of the following documents are placed into the Certificate Holder’s Folder: 

1)  Certificate Holder’s agreement with the Bank (standard bank application form)  to open the 

current account (Item 41) ;

2)  the order reflecting transfer for subsidy remainder to the Certificate Holder’s current 

     account (Item 42) ;

3)  the banks statement reflecting receipt of the subsidy remainder on to the current account of the 

     Certificate Holder(Item 43).

Step 96:  Completion of Payment of Subsidy Remainder (Transaction 24) is recorded in the Transactions Journal. 

Step 97:  The bank will provide the Project Manager with copies of the following documents:  

· Sales Agreement; 

· Transfer Statement; 

· the bank statement reflecting receipt of the transfer of the Certificate Holder’s own resources in the Seller’s account, if applicable;

· the bank statement reflecting transfer of the 1st subsidy payment from the Certificate Holder’s blocked account;

· the bank statement reflecting receipt of the 1st subsidy transfer in the Seller’s account;

· the bank statement reflecting transfer of the 1st subsidy payment from the Certificate Holder’s blocked account;

· the bank statement reflecting receipt of the 2nd subsidy transfer in the Seller’s account;

· the bank statement reflecting transfer of the subsidy remainder from the Certificate Holder’s blocked account (if applicable);

· the bank statement reflecting receipt of the subsidy remainder in the Certificate Holder’s current account (if applicable).

5.17. Redemption of the Certificate

Step 98:  The Bank Sends to the Auditor:  

1) the original Housing Purchase Certificate, marked “redeemed” by the Bank; 

and the copies of:

2) the transfer order from the account containing the Certificate Holder’s own resources to 

    the Seller’s account, if applicable;

3) the order for the 1st subsidy transfer from the Certificate Holder’s blocked 

     account to the Seller’s account;

4) the order for the 2nd subsidy transfer from the Certificate Holder’s blocked 

     account to the Seller’s account;

5) the bank statement reflecting receipt of the transfer of the Certificate Holder’s own

     resources in the Seller’s account, if applicable;

6) the bank statement reflecting receipt of the 1st subsidy transfer in the Seller’s account;

7) the bank statement reflecting receipt of the 2nd subsidy transfer in the Seller’s account;

8) Hand Over Act of Temporary Housing;

9) the Certificate Holder’s agreement with the Bank to open the current account, if transfer of 

     subsidy remainder was conducted;

    10) the order reflecting transfer for subsidy remainder to the Certificate 

     Holder’s current account if transfer of subsidy remainder was conducted;

    11) the bank statement reflecting receipt of the subsidy remainder in the current 

     account of the Certificate Holder, if transfer of subsidy remainder was conducted;

12) a copy of the Certificate of Ownership of the purchased housing unit.

Step 99:  Certificate Redemption Documents Sent to Auditor (Transaction 25) is recorded in the Transactions Journal

6. Other Considerations

6.1. Extension of the Validity of the Certificate

If the Certificate Holder does not present a Presales Agreement that has been approved by the auditor to the Bank within three months of the certificate issuance date, he or she may apply to extend the validity of his or her certificate up to three additional months.

To apply, the Certificate Holder submits the Request for Extension (Exhibit HC-27) to the Bank within 10 days of the Certificate’s expiration. If neither the Request for Extension nor the approved Presales Agreement are received by the bank within 10 days of certificate expiration, the certificate will be considered as expired without opportunity for extension. 

A copy of Request for Extension is placed in the Certificate Holder’s Folder (Item 44).

The Bank should list the certificate numbers of expired certificates and the serial numbers of those certificates in its weekly reports. 

Within two working days of  receiving the Request for Extension from the Certificate Holder, the Bank sends the Request to the Program Manager.  Within two working days, the Project Manager accomplishes the Decision on Extension Request (Exhibit HC-28), stating the number of days of the extension.  Only the Program Manager has the right to make this decision.  

A copy of Decision on Extension Request is placed in the Certificate Holder’s Folder (Item 45).

Completion of Certificate Extension (Transaction 26) is recorded in the Transactions Journal.

When the Certificate Holder presents the Housing Purchase Certificate, which has been extended, to the Bank, the bank employee will signify the new expiration date in the space provided on the Certificate.

6.2. Lost Certificate

A given certificate may be issued only one time. In the case of a lost certificate, the Certificate Holder will not be given a duplicate certificate.  The Certificate Holder should provide to the Project Manager the Application for Replacement Certificate (Exhibit HC-29).  The Project Manager will void the lost certificate and will issue a replacement certificate with a new number, which will be provided to the Certificate Holder with the  same specifications as the original (i.e., subsidy amount, expiration date etc). The new certificate will be clearly marked “replacement,” and will indicate the number and serial number of the lost certificate.  The Project Manager will inform all banks participating in the project of the identification number of the lost certificates and of the new identification number of the replacement certificates.

6.3. Reporting

The Bank reports to the Program Manager according to the contract signed between them.  The Bank will provide the Weekly Bank Report (Exhibit HC-30) each week to the Program Manager. 

Within two weeks of program completion, the Bank submits to the Program Manger the General Report, which includes reports on all certificates registered in the Bank. 

6.4. Archives

All accounting documentation regarding the disbursement of funds as well as the copies of documents, correspondence, working documents, and any other information related to the transactions, must be kept in the bank Archives for a period of  7 years, according to the law of the Republic of Armenia.  All records and files are to be provided upon request to any agency or auditors appointed by the Unites States Agency for International Development or any other agency of the Government of the United States of America. 


