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DIANA GAZIYAN
Executive Director
American Chamber

of Commerce in Armenia

Dear Readers,

The current issue of the AmCham Business
Magazine is devoted to foreign direct investment
(FDI) in Armenia. The role of FDI in the develop-
ment of any country can hardly be overestimated.
FDI contributes to job creation, introduces foreign
expertise into the management practice, brings
new technologies and know-how, promotes ethi-
cal governance principles, etc. All these factors
eventually contribute to raising the country’s
competitiveness on regional and global levels.
Even though the importance of FDI is clearly
understood by the government of Armenia, with
calls to attract FDI made on the highest govern-
mental levels, the picture is not as optimistic as
one would want it to be. The magazine looks into
this issue with its different interviews and ana-
lytical articles. There are many objective and sub-
jective reasons for this situation. Armenia’s geo-
political position is not extremely favorable for
attracting FDI. The threat of war with Azerbaijan
alone is a strong negative factor. Armenia has a
small and limited market, which does not seem
very attractive to large strategic investors. How-
ever, these are all objective factors, over which
there is little control. On the other side, there are
factors that can still be controlled and improved,
in order to make our country a more attractive

FDI destination. Among these are the business
environment, the fight against corruption and
monopolies, more investor oriented tax system,
etc. On top of this, Armenia has serious advan-
tages in terms of its Diaspora, which is largely
entrepreneurial and well-connected with the
global business circles. Another large opportunity
for Armenia is the opening up of Iran as a result of
the lifting of the Western sanctions. Armenia has
all chances to position itself as a gateway to Iran,
which is also discussed in the magazine. If used
correctly, Armenia’s membership in the Eurasian
Economic Union, even though controversial, can
also be beneficial in terms of attracting FDI.

With a clear vision of where the country wants
to go and what it wants to become, there are
still great opportunities that outweigh the nega-
tive factors and capitalize on the strong ones. A
wonderful opportunity for this is the "Armenia:
Investment Forum,” to be held in New York in
October of 2016. This is the largest investment
event for Armenia over the past 15 years, which is
expected to attract a great number of investors
from various fields.

You will find a lot of interesting materials on this
and other topics in the magazine. Enjoy reading
it!
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INTERNATIONAL MEDICAL
SUPPORT SERVICES LTD
(IMSS)

IMSS will be opened in Armenia soon
and will maintain fully operational
medical facilities throughout Armenia,
while providing medical staff, equip-
ment and medications to international
clients.

International Medical Support Services
(IMSS) LTD is a leader in quality health
care provision and emergency readi-
ness response in Georgia and is plan-
ning to provide the same quality health
care in Armenia.

IMSS is proud to provide internation-
ally trained and equipped emergency
staff and services in multiple locations
throughout the world, having experi-
ence in working in Russia, Georgia,
Morocco, Egypt, Libya, Bangladesh,
algeria, etc.

IMSS's treatment and evacuation
services, in addition to its partnership
with the best clinics in Europe, assures
clients of quality in-patient care onsite
and treatment in tertiary level centres
in the event of hospitalization or
evacuation.

Specialist consultations in all fields of
medicine will be available in country
and the company will provide a back
up Topside medical support role to
numerous international projects where
a need for specialist opinions becomes
apparent.

IMSS will begin its operations in
Armenia in 2016 and provide medical
supportin a 24-hour clinic and an
emergency service in Yerevan, Jermuk,
and Vayk.

Currently, IMSS has a client base of
many leading local and foreign compa-
nies, international organizations, and
embassies in Georgia and elsewhere.
IMSS medical professionals are in pos-
session of certification and appropriate
experience, including good accident
and emergency experience and ad-
vanced life support skills.

IMSS has a policy of rigorous interview
to achieve the best candidates possible
for deployment to client locations.
IMSS actively practices such standard
methods as to ensure preservation of
skill levels while ensuring currency of
training of all staff in their particular
discipline which in turn ensures that
staff remains current with agreed in-

ternational medical protocols of treat-
ment and patient management.
Moreover, IMSS may furnish an in-
depth review of in country medical
and evacuation facilities and assist in
development and production of client
specific draft health execution plans to
Grade 1 client acceptance.

IMSS presently has formal contracts

in place with the UN, EU Commission,
and the U.S. Embassy. IMSS is the pre-
ferred service provider in Georgia for
the U.S., British, French, Dutch, Israeli
and German embassies. In addition,
IMSS has contracts with CARE, Mercy
Corps, Peace Corps, and NDI. IMSS
has pending contracts with additional
NGOs and diplomatic missions, anxious
to benefit from our western service
presence, highly trained staff, and
facilities in the country.

IMSS Chief Medical Officer, Dr. Mike
McCarthy, residing in Georgia, was
contracted as Medical Director to the
WREPP, ConocoPhillips, CPC, Siber
Energy, BTC and has extensive knowl-
edge of the Region. Dr. McCarthy, with
EU, Georgian, and Russian accredita-
tions, has provided medical services in
Eastern Europe for over a decade, in
particular, General Medical services to
Diplomatic missions, industry and pri-
vate individuals with vast experience
in managing difficult medical cases in
the eastern European austere health
environment.

Dr McCarthy has over 25 years' experi-
ence in emergency, general, and family
medicine. He has an Honorary PhD
from Tbilisi Medical University, where
he lectures in internal medicine.

FPWC

FPWC's mission is to protect Armenia’s
unique biodiversity and to raise public
awareness for nature conservation
and environmental issues. The country
belongs entirely to the Caucasus
Biodiversity Hotspot, one of 34 global
biodiversity hotspots classified by
Conservation International. The pro-
tection of Armenia’s often endemic
biodiversity is of highest importance
and has a global relevance. Pursu-

ing this mission, FPWC develops and
implements its own environmental
education, community outreach, and

wildlife and habitat conservation
projects.

Since its establishment in 2002 the
Foundation for the Preservation

of Wildlife and Cultural Assets has
developed into the largest Armenian
NGO focused on nature conservation
and environmental issues. FPWC has
implemented projects nationwide and
has an extensive experience in working
with rural communities.

Through careful and strategic work
addressing tangible conservation
outcomes, community and economic
development, advocacy, environmental
education, and partnerships with local
communities, FPWC was able to craft
the first comprehensive model for
privately protected areas in the South
Caucasus region.

In 2010 FPWC set up the Caucasus
Wildlife Refuge (CWR), an area of cur-
rently soo0 hectares on communal
land stretching along the border of
Khosrov Forest State Nature Reserve.
The overall objective of FPWC's Cau-
casus Wildlife Refuge is to contribute
to efficient biodiversity protection in
the Khosrov Forest Nature Reserve by
improving the protection of flora and
fauna in the reserve’s previously unsus-
tainably managed buffer zones.

FPWC maintains a nationwide struc-
ture providing environmental educa-
tion for children and youth: The Sun-
Child Eco-club Network (since 2006)
and the Green Schools (since 2010).
With a staff of 20 and funding sources
from around the world, the FPWC's
many successes reveal the power of a
community-based approach to private
land conservation.

CIGARONNE

SPS Cigaronne, founded in 1999 in
Yerevan, Armenia, is a privately held
company that is engaged in production
and sales of high-quality cigarettes.
Cigaronne is a trademark of SPS Ciga-
ronne and is protected under interna-
tional patent law.

The company'’s foundation is based

on the principle of challenging the
status quo: exceeding the standards of
cigarette production in terms of qual-
ity, hygiene, health, and original design
and packaging.

Since 1999, SPS Cigaronne has been



cooperating in a mutually beneficial
manner with some of the world’s
leading commercial and industrial
organizations, in order to obtain raw
materials and to ensure a smooth
production process. Since 2014, SPS
Cigaronne has been committed to
developing a range of innovative, "Next
Generation" cigarettes by using cutting
edge technology, essentially establish-
ing a new era for the global tobacco
industry.

New cigarettes, created to significantly
minimize the risk of deseases caused
by smoking.

Tobacco Blend

For the production of its new range

of cigarettes, Cigaronne exclusively
selects freshly harvested, high quality
tobacco, imported from recognized Af-
rican and Latin American plantations.
The multi-phase purification process,
using the world's most innovative
conditioning technologies, removes
carcinogens and toxic substances like
chlorine and nitrogen containing pes-
ticides from the tobacco, subsequently
reducing the risk of cancer, cardio-
vascular diseases, and bronchitis. The
purification process prevents the bitter
aftertaste from smoking.

THE WORLD'S

Despite the innovative approach to
cigarette production, the traditional
taste and the aroma of the tobacco
remain untouched.

Triple Hollow Filter

The hollow filter is composed of the
natural substance perlite, which micro-
filters the cigarette smoke. Perlite in
the filter layer reduces the levels of tar
and nicotine and absorbs cancer caus-
ing combustion byproducts by up to
90%, preventing the production of new
substances in the smoke. According

to independent studies, Cigaronne’s
exclusive method of filtration helps to
significantly lower the risk of cancer
and cardiovascular diseases among ac-
tive as well as passive smokers.

By comparison, most conventional
cigarette filters only partly filter the
smoke from toxic substances. Tradi-
tional perforated filters reduce tar and
nicotine content by diluting cigarette
smoke with air, which creates a milder
taste and may give the appearance of
being more filtered and, therefore, less
dangerous. These filters are not fully
effective, because blocking the vents
with lips or fingers severely increases
tar and nicotine in the smoke.

The specific length of Cigaronne’s

Hollow Filter protects the eyes from
tobacco smoke and prevents nicotine
stains on fingers, which is an essential
part of hygiene.

Unparalleled Design

The unique appearance of the new
Cigaronne cigarettes captivates and
perfectly combines its aesthetic, anti
counterfeiting, and hygienic functions.
Ancient symbolism is the new ciga-
rettes' attractive element of design.
The image of the mythological Griffin
ennobles and refines the appearance
of the cigarettes.

The embossed cigarette paper is not
only appealing from a design perspec-
tive, but it also eliminates the possibil-
ity of counterfeiting.

Unlike conventional cigarettes, the
new Cigaronne filter is lined with a
narrow strip of thin sanitary foil, which
prevents the filter from softening and
adds an additional level of comfort.

By using only freshly harvested, high
quality tobacco from recognized Af-
rican and Latin American plantations
in combination with cutting-edge
technology, we have crafted a state of
the art product - "Cigaronne."
"Cigaronne" is perfection, because a
higher standard is yet unknown!

LEAST HARMFUL CIGARETTES.

¥ IMPERIAL COLLECTION %

a4

Royal slims
XL FILTER

|
|
|

www.clgaronne.com

The multi-phase purification process, using the
world's most innovative conditioning
technologies, removes carcinogens and toxic
substances like chlorine and nitrogen
containing pesticides from the tobacco.
Despite the innovative approach to cigarette
production, the traditional taste and the aroma
of the tobacco remain untouched, thus
providing an instance of supreme taste.

The purification process also prevents the
bitter aftertaste from smoking.

The haollow filter is composed of the natural
substance Perlite, which micro-filters the
cigarette smoke. Perlite in the filter layer
reduces the levels of tar and nicotine and
absorbs cancer causing combustion
byproducts by up to 90%, as well as prevents
the production of new substances in the smoke.

By using only freshly harvested, high quality
tobacco from recognized African and

Latin American plantations in combination with
cutting-edge technolorgy we have crafted a
state of the art product - «Cigaron

i
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RSMA\/

Russizn School of Mathematics

RUSSIAN SCHOOL OF
MATHEMATICS

The Russian School of Mathematics is
an award-winning, afterschool math
program for K-12 students. We help
children of all levels build a solid math
foundation and develop critical-think-
ing and problem-solving skills. Our
systematic curriculum and approach
is based on the best practices of math
schools in the former Soviet Union
and Europe, adapted to the U.S. educa-
tional environment. Our dedicated
and trained teachers are distinguished
by their extensive background in and
passion for mathematics. More than
15,000 students attend our branches
across the country. Online courses are
also available for students in locations
without a physical branch.

At RSM International in Yerevan, we
teach mathematics in K-12th grade
online, ensuring maximum results by
following RSM methods of education.
We also assist with curriculum devel-
opment, managment and oversight.
Online Homework sessions daily and
preparing lessons.

Ay S0S5 CHILDREN'S

Wi VILLAGES
ARMEMNIA

SOS CHILDREN'S VILLAGES
ARMENIA

“SOS Children’s Villages” Armenian
Charity Foundation is a non-profit,
non-Governmental organisation that
works for the rights of the children to
live in loving and caring family environ-
ment. The organisation supports the
children in difficult life circumstances,
especially the ones, who are devoid of
parental care or those who are on the
verge of losing it.

SOS Children’s Villages Armenia was
founded in 1989, in response to the
devastating earthquake of Decem-
ber1988. In 1990 Children’s Village

in Kotayk opened its doors for the
children who had lost their parents

as the result of the earthquake. It
was the first SOS children’s village in
the territory of post-soviet countries.
SOS Kindergarten was built in 1994 to
provide preschool quality education
for children from SOS families and the
neighbouring communities. In 2001,
the first Youth Facility was established
in Yerevan, and in the following years,
two more Youth Care Facilities were
founded. The second Children’s village
was built in 2009 in Idjevan town.
The activities of the organisation

are in three main directions: family
strengthening, family-based care, and
advocacy.

Family strengthening programmes

are focused on disadvantaged families
that are on the verge of collapse. The
organisation supports such families to
prevent from and overcome the crisis
situations that can in the worst-case
scenario lead to the placement of
children in out-of-home care. SOS
Children's Villages Armenia offers vari-
ous forms of support to strengthen
and stabilise those fragile families,

so that they can once again manage
their lives independently and care for
their children. Family strengthening
programmes are an important way of
building on the resources of the fami-
lies and the communities, their ability
to self-organise, and their responsibil-
ity for the well-being of their children.
Family-Based Care is focused on chil-
dren who can no longer grow up with
their biological families. At SOS Chil-
dren's Villages of Kotayk and Idjevan,
as well as at the SOS Youth Facilities
they experience reliable relationships.
The loving and caring family environ-
ment helps the children recover from
what they have experienced, which
has often been traumatic. At present,
more than 200 children and young-
sters grow up in a stable family en-
vironment, and are supported individu-
ally, until they become independent
young adults.

“SOS Children’s Villages” Armenian
Charity Foundation, with its two
children’s villages and wide range of
family strengthening and educational
activities, has celebrated its 25th An-
niversary in 201s.

eCe

energy

Powered by Nature

Renewable Energy Company-Products and Services

Services

e Consultation, design, installation and after-sales services for its Solar
Photovoltaic and Solar Water Heating products from World’s leading

producers

e Full energy audit and implementation of energy

efficient construction activities

Customers

e Residential and commercial sectors

Product quality assurance

e From 5to 25 years of guarantee on the variety of its

products
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NAVIGATING YOUR
SECURITY NEEDS

ARMOBIL CJSC, the leading private
security company in RA, was established
in 2000, on a solid base of experience in
guarding, patrolling, and investigating.
Having an aim to develop a bodyguard
sphere in the whole country, the compa-

CIGARONNE AT WORLD
TOBACCO MIDDLE EAST
EXHIBITION

Among the best companies in the
global tobacco industry, SPS Cigaronne
company participated in World Tobacco
Middle East Exhibition held on Decem-
ber14-15, 2015. The event took place in
Dubai, United Arab Emirates. Products
of Cigaronne were highly appreciated
by consumers and customers. As a re-
sult, many contracts were signed with
distributors from around the world.

FINCA HAS IMPLEMENTED
AN INNOVATIVE APPROACH
FOR FINANCING
AGRICULTURAL ACTIVITIES

In the framework of “Financing the
Agricultural Sector in Armenia” (FASA)
project, FINCA has launched an in-
novative model for agro crediting. For
the first time in the Armenian market
the lending process is being realized
through value chain financing. FINCA
Armenia is the pioneer of the new
model and, in the scope of the project,
has designed "Berri” loan, which is for
individuals, farmers, and entrepreneurs,
who need support for acquiring seeds,

fertilizers, small agricultural equipment,

10

ny has launched new web pages: www.
bodyguard.am and www.tiknapah.am.
Our services are aimed at providing
discreet personal security to VIPs and
guests. We had the honor to accompany
the celebrities from all over the world:
Conan O'Brien, Serj Tankian, Andrea Bo-
celli, Gipsy King, Alla Pugacheva, Nikolay
Baskov, Timati, Queen of Japan, Ambas-
sador of EU delegation with guests, JTI
representative in RA, and many others.
Our professional bodyguards and pre-
sentable cars are at your service 24 hours
a day, wherever you may be in the terri-
tory of Armenia.

and other agricultural utilities.

In comparison to traditional financ-
ing, this method implies three-party
cooperation. FINCA transfers the client
loan (in the amount of the acquired ag-
ricultural utilities) to the organizations,
which sell agricultural utilities. This
method of cooperation is beneficial for
all the participants of the value chain.
The product is appealing, and at the
same time eliminates the possible risk
of clients using the loan amount for
side purposes.

FINCA gave a start to lending on April
1,2016. The lending process is fast,
simple, and flexible, which makes the
product even more attractive for the

clients.

"Financing the Agricultural Sector in
Armenia" is a Financing and Technical
Assistance program financed with
funds from the German Ministry of
Economic Cooperation (BMZ) and
managed by KfW and Central Bank

of Armenia (CBA) via the German
Armenian Fund (GAF). The project
aims to contribute to development

of rural areas in Armenia by fostering
employment and economic growth via
improved access to financial services
for rural entrepreneurs and capacity
building of the partner banks and credit
organizations in agricultural lending.
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DEJM

COMMUNICATIONS

PR SUMMIT ARMENIA EXPANDS ITS SCOPE

The past years witnessed an abundance of rapidly changing
communication technologies and trends, urging the need for
businesses and professionals to tailor their approach for the
swiftly evolving industry’s landscape. To help communica-
tions practitioners in Armenia and the region shape a more
advanced communications space, stay current on the emerg-
ing best practices and trends, Deem Communications initi-
ated the third edition of the PR Summit Armenia 2016, held
on 8-10 April, in Yerevan.

For the third time this annual event featured hands-on ses-
sions by seasoned experts from well-established institutions
and agencies, who inspired the participants to take a deeper
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dive into the communications industry. They shared valu-
able insights into the trends, priorities, and challenges of the
industry, as well as roadmaps for maximizing the impact of
PR. Serge Vaezi from the UK, EMEA Managing Director of the
world-renowned Ogilvy PR communications agency, Cheryl
Procter-Rogers, PR strategist and executive coach from the
USA with over 35 years of experience, and Kakha Magradze
from Georgia’s leading Gepra PR communications and mar-
keting agency were the invited international keynote speak-
ers of the event. PR Summit Armenia also featured intense
and energetic workshops by local and international experts
from wide specter of communication industries that offered
case studies and strategies at the helm of the most success-
ful campaigns around the world. The sessions also included
hangouts, enabling participants to exchange insights and
ideas in a relaxed setting.

The three-day Summit, launched with an engaging public
lecture on the strategic role of PR, was followed by dynamic
sessions and discussions on crisis communication, roadmaps
to enhancing creativity and media literacy, the role of trans-
formational leadership, storytelling, and emotional intel-

12

2

ligence in PR. The scope of the third edition of PR Summit
Armenia featured an exceptional and motivational coaching
session on leadership communication designed to help the
senior leadership of companies to be successful and grow by
connecting with their audiences.

The PR Summit Armenia came to life with the support of
great partners such as the American University of Armenia
(AUA), Armenian General Benevolent Union (AGBU), Hyatt
Place Yerevan Hotel, the information support of American
Chamber of Commerce in Armenia, Eritasard.am, B24, Civil-
net, Media Initiatives Center, and many other partners.

PR Summit Armenia is an advanced platform, encouraging PR
and other communications practitioners to engage in lively
cross-cultural discussion, expand their professional networks,
and find avenues for dynamic and successful communica-
tion. This is also an opportunity for Armenia to position and
develop as a hub of communication connecting the wealth of
knowledge from the West and the East.

For details and updates visit http://www.deemcommunica-
tions.com/prsummit.
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Ty Habitat

Armenia

HABITAT: 5176 FAMILIES
UNDER OWN ROOF

Armenians have always been known
for their peculiarity for building a house
and settling down. But the political
and economic situation, coupled with
unfavorable social conditions, often
hinder the fulfillment of dreams of
many Armenians to have a safe, proper,
and affordable home. It is in these
cases when Habitat for Humanity
Armenia stretches a helping hand and
unites various people in the process of
building homes and spreading hope. Its
vision is a world, where everyone has a
decent home.

The housing issues in Armenia are
many and diverse. Habitat for Human-
ity Armenia Foundation, being one of
the leading organizations in the area,
proposes projects, which help low

and middle income families solve their
housing issues and improve their liv-
ing conditions. Habitat for Humanity
International has operated in Armenia
for 15 years and currently implements
projects through the management of
its national office - Habitat for Human-
ity Armenia Foundation. For 15 continu-
ous years this Foundation has been
developing and implementing projects
due to which thousands of vulnerable
families obtain a safe and proper place
to call Home. As of 2016, these projects
are categorized into the following 5
directions:

1. The aim of house micro-

finance is to assist low-income fami-
lies in both rural and urban communi-
ties to renovate their houses, improve
water supplies, sanitary conditions,
and complete construction of half-built
houses and enhance the energy ef-
ficiency of the buildings. To implement
the projects, Habitat for Humanity
Armenia collaborates with universal
credit organizations which provide
loans to partner families with favorable
conditions and low interests. According
to monitoring results, partner families
are happy both with the loan product
and the quality of services received.

In 2015, the use of solar energy by
families, as well as solar water heaters
projects were added which are now
planned to be implemented in three

14

regions — Shirak, Gegharkunik and
Syunik. Armenia is known as a country
having natural solar energy. Using solar
energy will enable low-income families
to have affordable water heating which
is not dependent on imported energy
with constantly skyrocketing prices.
Habitat Armenia collaborates with five
agencies that produce and deliver solar
water heaters.

2. Another important aspect is reno-
vation, maintenance and implemen-
tation of energy efficient measures
in common spaces of residential
buildings. The majority of residential
buildings in Yerevan and regions do
not have proper insulation and have
substandard entrances and roofs. This
reduces energy efficiency of the build-
ings in the result of which

residents use more natural gas and
electricity. To address this issue, Habi-
tat Armenia has been implementing a
number of projects which develop in

a few directions - legislative reforms,
work with Home Owners’ Associations
and renovation of residential buildings.
Habitat Armenia Foundation has elabo-
rated very effective financial mecha-
nisms for renovation, maintenance

and improving the energy efficiency of
common spaces of residential buildings.
In Yerevan the Foundation cooperates
with Inecobank CJSC and Yerevan
municipality. The municipality provides
up to 40% subsidies to Home Owners'
Associations, while Inecobank CJSC
provides loans for the particular build-
ing to be renovated and fully insulated.
The loan is paid back by the residents
through monthly payments. Due to this
model, about 10 buildings in Yerevan
have warmer entrances and renovated
roofs which considerably contribute to
energy savings, as well as improving
living standards of residents.

The projects are also being implement-
ed in regions. In the towns of Vayk and
Spitak activities geared towards main-
tenance of common spaces and energy
efficiency in residential buildings are
being implemented. External insulation
of 4 buildings will also be done. In a few
buildings, including a kindergarten in
Spitak, solar water heaters and panels
will be installed, too.

The activities targeted towards legisla-
tive changes have been implemented
through a grant extended by Visegrad
International Foundation. Habitat
Armenia Foundation has developed a
package of legislative reforms covering
the management, servicing, mainte-

nance and activities of Home Owners'
Associations, based on the opinions of
experts in the area. The package has
been submitted tothe RA Ministry of
Urban Development. The expected
reforms will contribute to improving
the capacities of Home Owners’ Asso-
ciations; rights and obligations will be
clarified for residents and Home Own-
ers’ Associations concerning common
use spaces.

3. Habitat Armenia Foundation pro-
vides construction technical assistance
and financial literacy within housing
support services. |t allows expanding
the knowledge of partner families and
undertaking activities to improve ser-
vice delivery; residents receive house
renovation guidelines. Until September
2015 Habitat Armenia provided housing
support services to 3720 individuals,
which further strengthens the collabo-
ration and partnership and brings hope
to other community members.

4. Yet another important direction
that Habitat Armenia’s projects are
categorized into is disaster response.
A house cannot be safe if there is a
global disaster threat and there are

no measures or guidelines to prevent
potentially grave consequences.
Habitat is a member of Armenian Di-
saster response platform as well as UN
Country Disaster Response Team, and
in case of emergency situations it will
be involved in joint actions to assist the
government of Armenia to save lives
and reduce losses. To reduce disaster
risk, Habitat Armenia develops profes-
sional technical consultation guidelines.
5. Volunteering is Habitat's key
ideological cornerstone. Foreign vol-
unteers come to Armenia from various
countries to participate in house reno-
vation activities of Armenian families,
at the same time getting to know the
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NASDAQ OMX

NASDAQ OMX ARMENIA
ANNOUNCED “BEST MEMBER
AWARDS 2015" RESULTS

On February 12, 2016, during a special
ceremony held at NASDAQ OMX Arme-
nia, winners of NASDAQ OMX Armenia
Best Member Awards 2015 were an-
nounced.

The Annual Ceremony was held for the
6th time in a row the aim of which was
to award most active Members of the
Exchange and, for already the second
time, the Depository.

According to 2015 results, the Exchange
granted Awards for the following
nominations:

Armswissbank CJSC was recognized

as the "Best Exchange Member in Cor-
porate Securities Market." Among the
best performers in corporate securities
market were Armenbrok ojsc and Capi-
tal Investments CJSC.

Araratbank ojsc was recognized as the
"Best Exchange Member in Government
Bonds Market," competing with the
other nominees - Armswissbank ¢jsc
and Ameriabank cjsc.

Ardshinbank ¢jsc won the "Best Ex-
change Member in Foreign Currency
Market," competing with the other
nominees - Ameriabank cjsc and VTB
Bank (Armenia) CJSC.

"VTB Bank (Armenia)" was given the
"Best Exchange Member in Credit
Resources Market" award. The other
nominees for the award were Converse
Bank ¢jsc and Ardshinbank CJSC.
Converse Bank CJSC was recognized as
the "Best Exchange Member in repo/
swap transactions, competing with
Ardshinbank ¢jsc and Acba-Credit Agri-
cole Bank OJSC.

The Grand Prix for the "Best Exchange
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Armenian culture and traditions. The
purpose of Habitat Armenia Founda-
tion is to promote the establishment
and development of local volunteer-
ing and donation institute. It is with
this purpose that the “One Day Build”
campaign was initiated which calls

on local organizations and groups to
join voluntary house building activities
and improve living conditions of low-
income families.

Thus, thanks to these projects, starting

ARMENIA

Member 2015" was awarded to Arm-
swissbank CJSC, competing with other
nominees - Araratbank ojsc and VTB
Bank (Armenia) CJSC.

During the Ceremony Karen Sargsyan,
trader of VTB BANK (Armenia) CJSC,
was recognized as the "Best trading
partner" for 2015.

According to 2015 results, the Deposi-
tory granted awards for the following
nominations:

Armenbrok OJSC became the "Best
Account operator-Custodian of De-
pository system in Corporate Securities
Market." The other nominees for this
award were Armenian Development
Bank ojsc and Capital Investments
CJsC.

Ameriabank CJSC became the "Best
Account operator-Custodian of De-
pository system in Foreign securities
Market," competing with the other
nominees - Acba-Credit Agricole Bank
¢jsc and Armenian development bank
OJsc.

Armenbrok OJSC, was recognized as
the "Best Account operator-Registry
keeper of Depository system," compet-
ing with the other nominees - Ameria-
bank cjsc and Armswissbank CJSC.
Armswissbank CJSC became the "Best
Member of Stock Exchange Settlement
System." The other nominees in the
category were Ameriabank CJSC and
Capital Investments CJSC.

The Grand Prix for "Best Member In
Unified System Of Securities Registra-
tion and Settlement" was awarded to
"Armenbrok" OJSC. The other nominees
for this award were Ameriabank CJSC
and Armswissbank CJSC.

Elmira Ghalumyan from Armenbrok
OJSC became the "Best Performer In

from 2000 up to March 31, 2016, Habi-
tat Armenia has supported 5176 families
in total. Consequently, 5176 socially vul-
nerable families already reside in safe,
warm and decent places to call Home.
As it can be seen, projects of Habitat
Armenia directed towards ensuring
safe and proper housing conditions

are quite wide-ranging. They start
from square meters of houses, expand
to the entrances, the community and
throughout the entire republic.

Unified System Of Securities Registra-
tion and Settlement." Others compet-
ing for this award were Elen Ghaz-
aryan from Armenbrok ojsc and Lusine
Davtyan from Armswissbank CJSC.

CENTRAL DEPOSITORY OF
ARMENIA WELCOMED
CONVERSE BANK,
AMECONOMBANK, AND
UNIBANK TO SECURITIES
SETTLEMENT SYSTEM

In 2015, Converse Bank CJSC, AR-
MECONOMBANK OJSC, and UNIBANK
0OJSC became members of securities
settlement system of Central Deposi-
tory and, thus, were granted statuses

of depository system account operator
and regulated market settlement system
member.

As aresult, the customers of these banks
can easily reach services of "Central
Depository of Armenia" OJSC (CDA), spe-
cifically the services related to registry
keeping of joint-stock companies (Except
Converse Bank) and securities
safekeeping.

To recall, in March 2013, the CDA
launched a new business model of
depository system in Armenia, according
to which registry keeping of joint-stock
companies and securities custody
services will be provided to custom-

ers via account operators, investment
companies and banks, which signed the
relevant agreement with the CDA.

For more information on NASDAQ OMX
Armenia and Central Depository of Ar-
menia, please, visit www.nasdagomx.am.
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BEARS ON BOARD

Unitrans is well-known for its general
and oversized cargo transportation.
However, as the company was con-
cerned about animal welfare, it open-
heartedly responded to a request to
transport two bear cubs to Bucharest,
Romania.

Although it has already been the third
shipment of live animals for Unitrans
after elephants and lemurs, the process
was unique and requested special at-
tention:

1. The special thing with this shipment
was that "the cargo” was getting big-
ger and heavier every week: it is not
common to weigh bears as it is usually
done with other general cargoes. So
after the preliminary transportation
arrangements, which took about 5
months, it turned out the bears are
about 100kg heavier than expected.

2. Inaddition, the airline was used to
transporting small animals, like dogs
and cats. Therefore, long discussions
and persuasions took place before the
airline agreed to transport the bears.
3. Another feature of this shipment
was to assure the shortest possible
transit time, in order not to exhaust the
bears. There was no direct flight from
Yerevan to Bucharest, thus a transit
flight was arranged with waiting time

TUFENKIAN

TUFENKIAN AVAN MARAK
TSAPATAGH HOTEL

The most tranquil, calm and relaxing...
Summer is around the corner and
Tufenkian Avan Marak Tsapatagh hotel is
already open!

The Avan Marak Tsapatagh Hotel is
located in the rural setting of Tsapatagh,
a small farming and fishing village on
the eastern shore of Lake Sevan; 126 km
north-east of Yerevan. The Hotel has 34
rooms, including spacious and luxurious
duplexes and suites.

Tsapatagh Village's warm climate makes
it a perfect recreational site, where
visitors can relax on the shores of the
world's largest high-elevation lakes.

of four hours and ten minutes at a
transit airport.

Moreover, this transit time could hardly
suffice for EU veterinary checking
procedures. It was a big risk, as any
question in documentation could cause
delays, and the bears could have missed
their next flight to the final destination.
For this purpose, a pre-approval for
cargo documents was obtained from
the transit check-point.

The whole team of responsible per-
sonnel involved in this transporta-

tion at the point of origin, transit, and
destination, including the shipper and
the airline representatives, were at call
to ensure smooth handling and trans-
portation of the bears on the agreed
day and to take decisions on spot, if
necessary. The responsible personnel
at the Yerevan customs terminal also
acted with understanding, allowing the
bears to arrive at the terminal within

Avan Marak Tsapatagh Hotel offers a
range of on-site recreational facilities,
including billiards, an outdoor swimming
pool and hot tub, sauna and table tennis.
The hotel is the perfect place for rest
and relaxation, with an inviting lounge,
where guests can enjoy a variety of lei-
surely pursuits in a relaxing sitting area,
lounge poolside at the hotel's outdoor
recreation area, or spend the evening
under the brightest stars in Armenia.
The Hotel's Restaurant "ZANAZAN" spe-
cializes in dishes featuring locally-caught
fish indigenous to the lake. The outdoor
dining patio overlooks the sparkling
panorama of Lake Sevan and the sur-
rounding countryside.

If you are looking for a quiet, relaxing
destination, Avan Marak Tsapatagh Ho-
tel is the perfect choice.

The hotel is seasonal and operates from
May 1st - October 1st.

a special time interval, which is usually
not applied to other cargoes.

As a result of the well-coordinated

and wakeful work of the entire team

in different countries, the bears were
smoothly loaded into the airplane in
Yerevan, passed all the required transit
veterinary checkings on time, and were
transported to the airport of Bucharest
without any problem. Within less than
two and a half hours after the airplane
landed at the destination airport, the
Bucharest handling team finalized

the customs clearance and terminal
handling and loaded the bears on a
dedicated truck.

Thus, the transportation of the two
bear cubs became a good example of
interaction between human beings for
the sake of animals. Once affected by
humans and now dependent on them,
the bears now live freely and happily at
a bear sanctuary in Romania.

For more information about Tufenkian
Heritage Hotels, please visit:
www.Tufenkian.am

For Reservations at Tsapatagh, please
call +374 93 947891 or e-mail at
Tsapatagh@tufenkian.am

For general inquiries, please call

+374 10510911 or email us at
info@tufenkian.am
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World Vision
Armenia

VEHICLE FOR SOCIAL
CHANGE: TRANSFORMATION-
AL ROLE OF IMPACT CLUBS IN
RURAL ARMENIA

Long wait times for a bus at a stop in
Khashtarak village in Tavush marz are no
more a mere daily routine, but rather a
useful engagement. Villagers waiting to
catch a bus there, now have an opportu-
nity to embrace new knowledge right at
the stop - proudly called “Smart Station.”
The bus stop has rapidly turned into a
sightseeing spot of Khashtarak, since it
acts as a public library furnished with
bookshelves, as well as displays posters,
maps, and images, featuring diverse
landscape of the village - scenes where
“We and Our Mountains,” a well-known
Armenian comedy was filmed.
Innovative approach has transformed
the bus stop into a symbolic point, bridg-
ing the past and the future, recollections
of the elderly, and appreciation from the
younger generation.

ARMENIA
S REEPROJECT

k) @h Dhe pwpbgnpbuulut hwbiwmgpwd

ARMENIA TREE PROJECT
PLANTS FIVE MILLIONTH
TREE WITH U.S. AMBASSA-
DOR H.E. RICHARD MILLS
Armenia Tree Project (ATP) reached a
milestone, planting its five millionth tree
this spring. Another 68,607 trees were
planted at 125 sites throughout Armenia
and Artsakh this spring, bringing the to-
tal number of trees planted to 5,021,249,
since 1994. The symbolic five millionth
tree was planted by Executive Director
Jeanmarie Papelian, Country Director
Lucineh Kassarjian, and U.S. Ambassador
to Armenia Richard Mills, Jr..

ATP had a busy spring season of com-
munity tree plantings, with 30,765 trees
planted at more than 100 sites in every
region of Armenia, including Martuni

in Artsakh. Several thousand fruit trees
were also distributed to families in
Syunik's Yeghvard Village and the border
village of Nerkin Karmir Aghpyur in
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Renovation works were carried out by
Khashtarak school students and mem-
bers of World Vision Armenia’s IMPACT
club, with the support from the local
municipality. Apart from promoting
social participation and youth involve-
ment in community issues, this initiative
enhanced the culture of engagement at
community administration level.

Village Mayor, A. Virabyan, co-sponsor of
the project, thanked World Vision Arme-
nia for the support and expresses delight
over the pupils’ enthusiasm, “We are
open to support any project aimed at the
community development and will have a
personal contribution to that.”

“Smart Station” project is just one initia-
tive of the IMPACT club operating in
Kashtarak. A total of 5o clubs are func-
tioning in Armenia’s 7 marzes, with the
involvement of 800 members.

Whether it is leadership training in Sisian
or community mapping in ljevan, the
clubs bring together teens aged 12-17 to
educate them about active citizenship,
employability, social entrepreneurship,
and leadership by using non-formal,
experimental learning methods.

When attending the club, youth learn

to identify community problems, brain-

Tavush.

In ATP's forestry division, 5o temporary
workers were hired to plant 37,842 trees
in a forest in Koghes in the Lori region.
This forest now holds more than 90,000
trees. ATP's foresters experiment with
different seed sowing methods, in order
to grow the trees efficiently and increase
survival rates.

Half the trees planted this season were
grown in ATP’s nurseries in Karin and
Khachpar villages, with others coming
from the Mirak Family Reforestation
Nursery. ATP is now expanding its activi-
ties with a new nursery in Chiva, which
will provide more trees to the southern
regions. Situated in Vayots Dzor, this
spot is considered to be the wine capital
of Armenia.

"ATP is well known for tree planting, but
we want people to think of more than
trees and forests when they think of

us. ATP's environmental education and
stronger cooperation with other orga-
nizations help the broader public to take
care of our planet and make it a greener
and safer place. This is the ATP of the 21st
century,” says Kassarjian.

For more information, visit the website
www.armeniatree.org

storm and work together, design and
implement strategic community service
projects. The clubs help to develop
positive self-identity and acquire life
skills, complementary to the knowledge
achieved at schools.

“All of us are inspired for being a part to
IMPACT. We look forward for the next
project,” says a club member, 17-year-old
Michael.

While World Vision Armenia envis-

ages the project to be self-sustaining

in the future, necessary means would
considerably ensure the uninterrupted
functioning and enhancement of the
clubs throughout Armenia.

As practice shows, young adults are
eager to learn new skills, positively shape
behaviors and attitudes around their
communities and beyond.

ATP's five millionth tree was planted on
Earth Day by Executive Director Jeanma-
rie Papelian, Country Director Lucineh
Kassarjian and U.S. Ambassador to Arme-
nia, H.E. Richard Mills, Jr.
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ARNO MOSIKYAN
Investment Banking Director,
Ameriabank

unuvn unuhusuu
Lepnpndwihu pwulywihu
gnpéwnunientlutnh gony
inuoptblu, UUEnhwpwuy

B " MERINBANK

Q: Mr. Mosikyan, to what extent
does the investment climate in
Armenia help attract foreign invest-
ments?

A: This question is rather broad and
manifold, and impossible to answer in
one short interview. Firstly, the most
appropriate approach to this question
would be to divide it into two catego-
ries: are we discussing portfolio invest-
ments in capital markets or foreign
direct investments in the real sector?
For the benefit of this discussion we
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HOW TO BEST
ATTRACT INVESTORS

Foreign investments play a huge role in the
development of modern economies. But, why is
it so difficult for Armenian companies to attract
foreign investors? How do companies begin to
raise the investment appeal of Armenia? Is there
any hope for development of capital markets in
our country? All these questions are discussed by
Arno Mosikyan, Investment Banking Director at
Ameriabank, in his interview.

better leave macroeconomic policy
and stability, government strategy,
state agency transparency issues, etc.
for the time being.

From the viewpoint of foreign direct
investments, well, to be honest, it has
never been easy for the private sec-
tor to lure and harbor foreign capital,
and one should note that this "weak
gravitational force” is not because of
business capacity, but rather foreign
investor sentiment towards the coun-
try. Ever since the day of its establish-
ment, Ameriabank has been actively

working with foreign investors, who
invest their money not just in financial
sector, but in other sectors as well. We
understand their requirements well
enough and know what difficulties
they face throughout the lifecycle of
their investment process.

Before “selling” their equity stories

or pitching an investment project to
foreign investors, companies from
Armenia spend considerable time and
resources explaining why investors
should go for a particular investment
in Armenia and in a company, in what



osurcrursu Nhnuuh verrnhuLere zusuusuvnhy | AMCHAM

hL2MEU arudtL
rerrnILerhu

OunwnGpypyw LEpnpNWuEpp huyuwywwu ntn
EU uiunwipnud inuuinBuniejwit quupguigduwi
qnponw: bugnt U huyyyuwit pulyspneejniuutpp
nddwpwiund omLynannJuJ UGpnpnwutn
ubpgnuwyt], hugwtu pundnpwgutl Gplnh
LEpnpnwwihu gpwiygnipyniup, bW ub wpnynp
Zwjwuwnwiund Juwwhwunwih 2niyuiltnh
quinguguwit hnyuBn. wju wdtuh Jwuhu
qnnigtghup Udtphwpwuyh LEpnpnwwjhu
pwllywjhu gnpéwnuniejntlutph gényd tnuonky,

Unun Unuhlyjwuh hGuwn:

2. Mwpnu Unuhljw, nppwuny

E zwjwuwnwuh uEpnpnudwyhu
Uhgwdwypp bwywuwwynp
nGunipuubp ubkpgpwybnt hwdwn:

M. Qtp hwnpgp pwdwluwupl jwju

E U pwqUuwtbpunn, b By wps
hwnpgwqpnygh pupwgpnid
nddwn £t npwl ywwnwufuwub:
Luwifu, huipgp wtnp £ nhnwnlt
Enynt tinBuwuyyntuhg. dinwinhp
tlp wnnynp puliwnyt
wnpundtijwghu Lkpnpnwfutipp
Gwuwhwwih 2niywutpnud, pb
ninnwyh uEpnpnidubpu hpwywu
hwuinjwonid: Bu wnwewnpynid

EU wnw)jdd swlnpuwnwnuuw)
dwypnuinuuinbuwlywu Yuwyniuntpjw,
inuwinbuntpjwl quipgugdwu
WEnwlywl nwgdwdwpnipjwl,
wEwnwlywu hwuwnwwnnip)nibubph
pwthwughynipjwu W wj| hwpgbphu:
Cprt wuytbnd |hutup, hpwywu
hwundwond ninnwiyh
utpnpnidubph tnBuwuyjniuhg,
dwulwynp hwwnyguwonp vhawn k|
nddwnnipintuutnh £ hwunhwnd:
Pn hhduwnnpdwu ophg h ytn
Uutphwpwuyu wywnhynptu
hwdwagnpowlygnud £ onnwnbpypjw
ubtpnpnnutph htwn, npnup vhgongutn
GU UbEpnunwd ny Uhwju pwuywjhu
hwwndwéonid, wjl inUinbuntejwu
dlwguwd §jnintpnud: UBup
pwdwlywupu jwy tup hwuywund
ownwnbnypjw UEpnpnnutph
wwhwlglbnp bW ghwnBup, pE hug
ndwnpniejntultph Bu Lpwup

hwunhwnid UEpnpnduEph nng
pUupwgpntd:

Lwupwl onnwnpbpypjw
UGpnnpnnutph npbk UEpnpnudwhu
gunwthwn, puyGnnipywu
pwdlbUwu uwd bwuwaghd
Jwéwnb|p hwjwywu
puyEpnipnilutpp pwywlywupu
2w dwdwuwy b nBuntpultn

EU swuuntd Jwupwynpyhwn
pwgwwnnbint hwdwn, ptE hugnt
utpnpnnp wbwnp £ hp ubpnpnidp
Jwuwnwnph hEug zwjwuwnwunid b
hwjywluwu puytpnipyniunid, np
EpUunh hpwywanpniejwdp wtnp
E wzfuwwnh: bug £ 2wjwuwnwup,
hUswhup nwquwduwpwlwl
htuwuhputp niuh, hugwhup
hwutdwwnwlywu dpgwlgwjhu
wnwyGnipntubEp Ywu Gpypned,
hUswEu EU w2fuwwnnid hhtbwlhwu
optuputnp, otnwpEnpypyw
utpnpnnutph hpwdntuputph
wuw2nwwunipjwup yepwptpnn
onptuputpp, unpdwuwnhy wywnknp
b wiyu: Uyuhupl, wuhwyn £, np
Uhowqquwhb wuwwnbgnid Utn
Enynh wnweoluwnwgdwu hwdwn
ntn 2wuwn wubhp ntuEup:
Npwtugh uwpnnwuwup huputpu
quwhwuwnb| 2wjwuwnwuh
ubpnnpnidwihu gpwy gnieniup,
wbwp £ nuunifuwuhptup b
hwulwUuwup Zwjwuwnwlh
puluwindu wju uEpnpnnutph
2newiuntd, npbp gnuk ubpnpnidutp
EU wpb] nwpwowzpowunid
(UWunnpyndywu, Umz fud

zwpwiy-Uplubywu typnww): Rug
wunghwghwutp £ wnwwgunid
Zwjwuwnnwup, hugwtu £ Epyhpp
nhnpwynpyws, huswtu Gu
UEpnpnnutpp wwunytpwgund
zwjwuinwup: Ept hud hwnpgubp,
wuwjw Yupnn U wub], np Upwpwwn
lErhg, Lnjwu wwwuhg, vhgnigb
Untjwyhg b wutlwguwdynpp 2hd
Pwpnuwyjwuhg pwgh, Zwjwuwnwup,
gwynp, phqutuh hwdwn uplnp,
Ewluwu ng Uh niph2 pwuh hewn

sh wungwgynid, npp fupnn k£
hEwnwppppnip)ntl wnwowglb)
utpnpnwdubph uywndwdp:

Erb fJunubup Yuwwhwwih
2nijuiutpnd ynpun$biwghu
UGpnpnwluEph ubpgpwydwu
JwuhU, wuww wjunbn wnwy

EU qwihu wj| ghpénuutn, npnug
wEwnp £ nipwnpnientu nunpduby,
dwulwynpwwbu' nppwiuny

£ qupguigwsd Juwhwunwih

2ntjuwjh Bupwlwnnigdwdpn, hug
ubpnpnwwihu ypnnnyunutn

EU wnwownyynid, nnpwuny

£ wyn wpnnniyunubph 2nilywu
owywintu b hpwgybh, thwgwd
EU wpnynp hhyuwwu wnbnpwihu
hwppwyp W 2ntuwjh wdtuwfunznp
wEnwlywu ywpunwwnndubph
hwuwnywép wnliinnh,
thnfuhwqwplyutph, ywhwnnipjwu
hwJUw2fuwphwhu hwdwlwpgbphu,
qunpguwgduwl np thnined Bu
gunuynd pwdubinhpwywu
pulytEpnipjntuutbpp:

Ert Uh pwuh tnwnh wnwy

Jwnnn Eh wub), np wGwnnientup
Jwpnn £ wlyunhdwglt]
pwdubwnndutph 2nijuwu

nnn2 tupwlwnnigywdpwjihu
pulyEpnipjntlubph pwdubunndutnh
wnweolwjihb inbnwpw2fudwu

(IPO) Uhgngny, www hhdw
wEwnntpejwl AGnpnid UEpnnnnUEPhU
htunwpnpnnn wlhnhqutip gptipt
sBU Juwgb: 9npbetb wdtl hug
ubthwlwuwunphdb) &, hEnnbwpwn
wEwnnipjwu inhpwwbundwl tnwy
quuwind wybih phg gnpdhputin

EU dunid: UGUp tnGuwup, np
wluquwd zwpywjhu optuugpph
thnthnfunipyntuutphg htwnn

£l pwdubinndutph 2niwu
swhinhyuwiguy:

Nppwl E| tnwpophtwy pyw, wju
hwdwuntbpuwnnid EppEUl ndywn

E pwguwuwnpb npn2 wEnwwu
dwnuhuutnh ywppwahop:
Muwwnybpwgpbp nbw| hpwyhswly,
Epp npn2 ww2unnujwukp,

nypbp LUEpYwjwgund Bu

21



AMCHAM | FOREIGN DIRECT INVESTMENT IN ARMENIA

jurisdictions they will work, what sort
of country Armenia is, what strategic
benchmarks it has, range of compara-
tive competitive advantages it offers,
whether it is a rule of law “playground”
in terms of protection of foreign inves-
tor rights work, etc. In other words, it
becomes obvious that country’s PR/

IR agent (the Government of Armenia)
still has much to do to promote the
country on international arena.

The best way to understand and assess
country's investment attractiveness is
to conduct a perception study among
foreign investors who have made in-
vestments at least in the region (South
Caucasus, CIS, or South-Eastern Eu-
rope). What do they associate Armenia
with, how is the country positioned,
how do they perceive it? If you ask

me, apart from Mount Ararat, Noah's
Ark, perhaps Armenian brandy, and

of course Kim Kardashian, nothing
pro-business is a matter of first recall
or association among those investors,
while it won't be a major revelation if |
say that in order to magnet foreign in-
vestments substantial business related
features are required, and yet, please,
mind that I am not claiming here that
those factors/features are not there.
What | am trying to say is that the
country has been left in the backstage
of foreign investment “beauty contest”
simply because the above mentioned
agent has not been sufficiently quali-
fied.

Speaking of portfolio investments,
there are other factors that we should
pay attention to, such as what invest-
ment products are offered to investors,
the scale and liquidity, whether or not
critical trading platforms, including
the biggest market segment (Treasury
bonds), are connected to global clear-
ing and settlement, and custodial
infrastructures, etc.

Strangely, the line of conduct of some
state agencies in this context is some-
times difficult to comprehend. Just
imagine a real situation where some
officials representing the Government
- the issuer of sovereign Eurobonds

of Armenia - refuse to meet major
foreign institutional investors (some-
thing unheard of), who have invested
in those Eurobonds and who once a
year visit our country to assess the
investment climate, fiscal policy, and
macroeconomic situation, in order

to decide whether or not to continue
holding these bonds in their respective
portfolios. From the viewpoint of rais-
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ing attractiveness and nurturing inter-
est, this is a step in quite the opposite
direction.

Note that this October, the Govern-
ment of Armenia and the Armenia
Development Fund (funded by the
Asian Development Bank) will hold an
investment forum in New York. Among
many guests and attendees are inves-
tors from various countries, including
the Armenian Diaspora. The forum will
be held with the support of an inter-
national consortium headed by Ameria
Advisory, and the other participant

of the consortium, US-based Pragma
consulting firm. The aim of the forum
is to present to the investors the po-
tentially promising economic sectors
of Armenia with a detailed analysis of
investment opportunities.

The matter is interesting enough and
can be discussed over and over again,
but I think we can draw a line under
your question with the following
conclusion: there are definitely ways
to make the country more competitive
and thus attractive for foreign inves-
tors. In this regard, we must evaluate
all developments in the region, be
ready to get into relevant processes,
and not lose the momentum. Whether
Armenia can become an avant-garde
platform for foreign portfolio invest-
ments in Iran (which, let us hope, will
open in the nearest future) or in Russia
(due to de-offshorization processes)
and substitute the jurisdiction of
Cyprus for Russian private capital,
whether Armenia’s agricultural and
manufacturing industry can gain a
substantial share in certain market
niches in EEU and EU.... These are
questions, which still await their
“heroes” both in the Government and
private sector.

Q: Armenian companies, not having
credit rating, cannot raise funds from
IFls. Ameriabank already has some
IFI fundraising experience for local
companies. Will this process become
simpler after EBRD's acquisition of
equity stake in Ameriabank?

A:This is not entirely correct. Certainly,
good credit history and high quality
credit rating help attract funds more
quickly and at more favorable terms,
but absence of a credit rating or credit
history does not necessarily mean that
non-public debt markets are closed to
Armenian companies.

In 2008, when we were starting as

a commercial bank practically from
scratch, Ameriabank was in a similar
situation. Yes, we had to make efforts
to establish our cooperation with

IFls, but the result is that so far, we
have raised about oo million U.S.
dollars in long-term funding for the
economy of Armenia. Fitch affirmed
our credit rating equals to that of the
sovereign; the Netherlands Develop-
ment Finance Company (FMO) signed
an unprecedented deal for a 20 million
USD convertible subordinated debt,
the hitherto biggest subordinated loan
agreement in Armenia was with IFC
(50 million USD), and the biggest single
ticket equity investment in the region
was by EBRD (30 million USD equity in
Ameriabank).

Now, with our help it will, of course,
be easier for Armenian companies to
benefit from IFI financing. We have
been working to this end for 5 years
and our clients are big Armenian
manufacturers in various economic
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sectors. | must say, though, that just
the desire to attract investments and
pay for the services of Ameriabank is
not enough to raise debt and equity
finance from IFIs. Working with such
partners requires different level of
transparency, corporate governance,
and professionalism of senior manage-
ment. You should not be affiliated
with the Government, and you should
have a functional environmental and
social management system in place.
Obviously, all these require substantial
costs in order to hire a reputable audit
company and professional manag-

ers, but there's much more to gain.
Eventually, the client gets long-term
and relatively cheap funding (which no
local commercial bank can offer on the
same terms).

The signing of deals with EBRD and IFC
not only facilitates access to financial
markets, but it also fundamentally
changes the situation in the banking
sector of Armenia. Previously large
companies had been raising syndicated
loans from international banks without
pooling in local banks: for them capital
restrictions, credit rating and hence
cost of funding were bottlenecks and
made them unable to quote competi-
tive terms to match those offered by

international banks. As you know,

CBA standards impose restrictions

on maximum amount of exposure

per borrower - a ratio that directly
depends on the size of the banks' regu-
latory capital. After signing these deals
with EBRD and IFC, Ameriabank’s
regulatory capital increased almost
two-fold, and now we can afford fi-
nancing bigger and more vital projects
for and in the country, which in its turn
will trigger a chain reaction: local bank
resources will be deployed in local in-
vestment projects, interest income will
not “leave” the country, banks will gain
more profit (new jobs), and the state
budget will get more taxes.

In addition, Ameriabank and EBRD can
co-finance various investment proj-
ects, which will increase Ameriabank'’s
lending capacity at least two-fold.

Q: One of EBRD's strategic goals

in Armenia is the development of
capital markets. In this regard, what
outlook does this partnership open
for Ameriabank?

A: It is beyond any doubt that the new
level of cooperation of Armenia’s big-
gest investment bank with EBRD will
be beneficial for the capital market of

the country. But we must not expect
that we'll be able to fundamentally
speed up the development of the
market, for we are a commercial orga-
nization and have to earn money for
shareholders. Certainly, if we manage
to contribute to market development
while doing our business, we will be
only happy.

As you rightly said, for EBRD the devel-
opment of capital markets in Armenia
is a key task, and they have long since
been working towards enhancing the
infrastructure and creating precondi-
tions for development.

EBRD's priorities for the coming years
are set forth in EBRD's Strategy for Ar-
menia, built on three key components:
enhancement of competitiveness of
the private sector through company
capacity strengthening, increasing the
transparency of governance and the
business environment, developing of
capital markets and enhancing of ac-
cess to long-term AMD resources, as
well as developing of sustainable public
utilities.

Ameriabank has everything to offer

to both EBRD as a partner in Armenia,
and to clients and the State in all these
areas, and we are hoping for a win-win
partnership.

Source: www.lragiram
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COCA-COLA HELLENIC
ARMENIA: A 20 YEAR
STORY OF CORPORATE
RESPONSIBILITY

ELINA MARKARYAN . . .
CCHA Public Affairs and Com- The Coca-Cola Hellenic Bottling Company Armenia -

unicatone anese a subsidiary of the one of the largest producers of soft
drinks, the Coca-Cola Hellenic Bottling Company — has

ELhLu vurqursuu
Lz U zwuwnwwlywu

annotnh LLhwnnpnwl- been operating in Armenia for already 20 years. The
Yerevan-based bottler serves the whole country with a
market of around 3 million consumers. Over 924 million
bottles have been produced and sold throughout the
latest 20 years.

gntpejwl tnuoptu

Coca-Cola
14

e

Passion for Excellence

The Coca-Cola HBC is one of the Coca-cola
comapny's largest bottlers of drinks. The group has 59
companies in 28 countries worldwide, serving more
than 593 million people overall. As corporate social
responsibility and sustainable development form an
integral part of the Company's activity, the Coca-Cola
HBC has been included in the Dow Jones Sustainabil-
ity Indices for many years. In 2015, the Company was
recognized as the beverage industry leader in Europe
and the world, maintaining its leading position for
two consecutive years.

The Armenian branch of the Company, too, follows
the principle of providing the best products to con-
sumers. The Coca-Cola Hellenic Armenia is a leader

in terms of packaging, as well as the quality of the
product.

During its 20 years of activity, the Coca-Cola Hellenic
Armenia drinks have become increasingly popular

in all corners of the country, thanks to the daily
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teamwork of the Company’s more than 330 employees. The
management of the Company credits success of the business
largely to their experience and commitment. According to
the Company founders, recruiting the best experts and giv-
ing them opportunities for professional growth and career
development is the guarantee of high quality performance.
Throughout the years by developing employee skills and pro-
moting international standards to customers, the Company
has had a direct contribution to the socio-economic develop-
ment of the country.

In its business activity, the Company has always highlighted
the importance of environmental protection, focusing, in
particular, on energy conservation and climate protection,
packaging and recycling, as well as water resource steward-
ship. In this respect, the Coca-Cola Hellenic Armenia is an
industry leader.

Practicing responsible business attitude, the Coca-Cola Hel-
lenic Armenia does its utmost to reduce the environmental
impact during all stages of production. The Company handles
the processing of waste, accumulated in the factory during
production. Wastewater from industrial processes is recycled
using the latest technology, enabling its later use for irriga-
tion.

Special attention is paid to the packaging of soft drinks: the
Coca-Cola Hellenic Armenia spares no effort to reduce the
ecological footprint during all stages of packaging. To this
end, a program for reducing the weight of beverage cans

is currently underway, with cans of some products having
already been lightened by 30%.

Energy conservation and climate protection are also among
the Company’s commitments. In the last five years, the Com-
pany has cut carbon dioxide emissions by 20% and aims for
another 25% reduction by 2020.

The stewardship of water resources is among Coca-Cola
Hellenic Armenia’s key priorities as well. Targeted efforts are
currently underway to reduce by 30% the amount of water
needed for the production of soft drinks by 2020, as a result
saving around o.5 litres for each drink.

Acknowledging the significance of water conservation, the
Coca-Cola Company has teamed up with the United Nations
Development Programme to find joint solutions. In 2009, the
UNDP, along with the U.S. Agency for International Develop-
ment, the European Bank for Reconstruction and Develop-
ment, and the Armenian government launched the project
“Every Drop Matters,” aimed at the construction of wastewa-
ter treatment system in Dilijan. The program contributed to
the improvement of sanitary conditions in the town and the
development of tourism on the bank of Aghstev River.
Planning to continue the cooperation with international
organizations, the Coca-Cola Hellenic Armenia will collabo-
rate with the U.S. Agency for International Development to
implement an Irrigation Systems Rehabilitation Project in
the Hayanist community of Aragatsotn province, bringing
about strategic opportunities for saving underground water
resources and energy. The launch of another community
program, aimed at the underground water conservation, is
planned for 2017.

Summing up the achievements of its 20-year operation, the
executives of the Coca-Cola Hellenic Armenia see a sound
basis for the Company's continuous activity in Armenia and
its further active involvement in the social and economic life
of the country.
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INSIGHTS INTO
BUSINESS
COMMUNICATION:

MANAGING

TATEVIK AVETISYAN

PR Director, Deem
Communications
Suruhy udtcshusuu
“thd enUjntuhptjoug
puyGpniejwl PR tnbontu

COMPLEXITY

Business communication is not only about sending

and receiving messages. It is a complex multifaceted
effort of building relations and conversations
that drive action connecting a business with the
community where it operates. This formulation,
_ without being ambitious or overarching, will
EaIM underpin the outlined steps to reveal the aspects of
business communication tier by tier.

EONMUNICATIONS

that communication builds the ambiance for seem-

ingly intangible, but impactful aura, where a business
comes to existence, operates, and generates symbiotic
connectivity with the community, the market, and the
society.
Here we suggest some insights for a company and its
leadership to consider when thinking and practicing com-
munication on day to day basis.

F or this purpose, we shall also consider the principle

Define and Acknowledge your Motive for
Communicating

The end goal and intent of your communication will de-
termine the messages and channels of communication,
whether it is fostering negotiation, persuasion, informa-
tion, motivating action, or making statements. The chan-
nels and format of communication you choose will largely
depend on the amalgamation of your intent and expected
outcomes. Another important aspect to consider is the
media uses of your target audience: are they young people
using online and social media; are they activists preferring
face-to-face interaction; are they governmental officials
preferring high level protocol visits? Knowing the habits
and recognizing the needs of your audiences can be pivotal

for defining and redefining your motives of communicating.
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“IF YOU HAVE INSIGHT AND PEOPLE
DON'TREACTTOIT, IT'S NOT AN
INSIGHT, IT'S JUST KNOWLEDGE."
SERGE VAEZI, EMEA MANAGING DIRECTOR,
STRATEGY AND PLANNING, OGILVY PR, UK,
SPEAKER OF PR SUMMIT ARMENIA IN 2016

Be Authentic and Credible

Genuinely engage your stakeholders and audiences into
your company'’s conversations. Authenticity can be about
delivering the promises that you set and grounding your
business operation in ethical practice. Importantly, be open
-and-relate-with-depth-and consistency. Buitding-relations: -
and commitment of your publics and audiences ferments
over time rooted in reciprocity of interests and accrued
trust. You cannot expect to have the buy-in of your com-
munity without prior cultivating relations or at least the
ground for establishing relations. The communication of a
company differs from interpersonal communication, as it
is even more complex and multilayered. Consider that your
publics are also diverse in their needs, level of understand-
ing and perception of messages that your company shares
with them. Being authentic and credible goes in line with
accountability and ethical practice.
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Build Strategic Relations

This may sound like a given, though at times is left to
generate organically or spontaneously. While naturally
generated relations at retreats, conferences, networking
events and reunions are beneficial, bringing strategic
purposefulness to your partnerships can augment the
potential of your business. Strategic partnerships, coali-
tions, and support networks should receive your atten-
tion and engagement not only in times when you need
them most, but consistently as defined by your com-
pany’'s operational goals and communication strategy.

Think and Work with Internal Publics

Your team is the forefront ambassador of your company.
They bring the input, the impact, and the image of your
company to other audiences. They also have their under-
standing and vision of how the company operates and
should operate. Listen, encourage and value their input
and ideas. Considering your team as your primary public
can essentially transform the mode of your business
communication. Have your communication staff at your
leadership table to offer insight, guidance and advice.

Measure and Evaluate your Reputation and Relations
This may seem challenging at first, especially with limited
time and resources. However, the best practice and
experts in communication recognize the value of evaluat-
ing the impact of your communication and its reflection
in reputation and relations that a business generates. If
resources are scarce, at least consider the benchmark
surveys and interviews to tap into feelings, attitudes

and behaviors of your most important publics. Keep your
finger on the pulse of opinions and check what they know
about your business and what they do with that knowl-
edge — whether they support, oppose or stay indifferent.
Collecting feedback from your publics is one of the valu-
able tools to building relations. This can be done through
simple questionnaires, online forms, on social media
platforms, if you cannot sustain a major baseline survey.
The publics reciprocate if they feel a business listens and
gives room for expressing themselves.

Monitoring and analyzing your audience and the business
environment will also help you understand the context
and environmental factors that bring flux and transfor-
mation to your company. Desk research, available market
analysis data and media monitoring tools can generate

a wealth of knowledge. This will help you navigate more
efficiently and communicate more strategically to sustain
the viability and credibility of your business.

Be Responsible

Have a CSR plan and action in place. It does not need

to be about major financial inputs, but an activity that
reveals your genuine interest to commit and give back to
your community. Even a business with three employees
can come up with in-kind contribution possibilities. This
reciprocity will keep the positive energy of your team and
maintain the goodwill of your community. Contributing
to the community in a way that is genuine and beneficial
to the business goals is what defines the social corporate
responsibility, along with the consistent effort that

gets also clearly communicated to the community that
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benefits. The key for CSR - it is not a one-off donation or
philanthropy: it connects with your business goals. It is a
strategically planned and consistent endeavor.

Prepare for Crisis Communication and Management
There is no guarantee things may not astray internally or
go wrong because of external circumstances. Even if you
have sound relations with your partners and stakeholders,
a strong position in the market, things can change. So, be
prepared for scenarios of crisis, which you find will have
most negative and long-term impact on the vitality of your
business. Have both a crisis management and crisis com-
munication plan in place. Plan means practical and doable
steps, which your company together with your team and
partners can put into action, when needed. The ongoing
monitoring and evaluation of your performance, having in-
vested into the relations with your audiences over the time
can come into play in difficult times.

“CRISIS IS NOTATIME TO START
DOING RESEARCH & DETERMINE
THE POSSIBLE SOLUTIONS. DEVELOP
A CRISIS PLAN BEFOREHAND.

CRISIS MANAGEMENT PLAN
DEVELOPMENT REQUIRES TIME AND
EFFORTS."CHERYL PROCTER-ROGERS,

APR, FELLOW PRSA, CERTIFIED MANAGEMENT
COACH, USA, SPEAKER OF PR SUMMIT
ARMENIA IN 2016COACH, USA, SPEAKER OF PR

SUMMIT ARMENIA IN 2016

Exercise a Leadership Role

What's your role and position in the market is not always
about being the leader, the strongest or the only one. It
may not even be about winning or leading the competition.
Shifting from competition to synergy can be a revitalizing
experience for your business. Even if you are skeptical
about this approach, consider tapping into recommenda-
tions of the “blue ocean strategy”. In a small market like
Armenia and the global market that is extremely intercon-
nected, the butterfly effect will have more conspicuous
influence. Therefore, converging rather than depleting
resourcing can be a revitalizing opportunity for a company.
A business can find unique niche by building partnerships
through effective communication. Sound relations pay
back long-term, and communication is your best practice
to achieve this.

“EFFECTIVE COMMUNICATION IS
CENTRAL TO ALL ASPECTS OF LIFE.
IT BUILDS TRUST, CREDIBILITY AND
PAVES WAY TO GREAT LEADERSHIP.”
CHERYL PROCTER-ROGERS, APR, FELLOW
PRSA, CERTIFIED MANAGEMENT COACH, USA,

SPEAKER OF PR SUMMIT ARMENIA IN 2016
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GEOTEAM

Q: Amulsar gold project is going to be
the largest foreign investment proj-
ectin Armenia in the coming year.
How did Lydian come to Armenia?

A: The project was started by a group
of British and Armenian geologists,
who discovered Amulsar deposit in
2005. In 2006, Lydian and its Armenian
subsidiary Geoteam were set up, and
large-scale exploration activities start-
ed. In 2008, after proving resources,
Lydian was listed on the Toronto Stock
Exchange. IFC and EBRD, as well as a
number of institutional investors, such
as Van Eck Funds, Franklin Templeton
Investments, along with various
resource specific funds became Lyd-
ian shareholders. Today, after years of
exploration and our recent addition

of major financial backing from Orion
Mine Finance and Resource Capital
Funds, we are ready to start construc-
tion of the mine, which will enter the
phase of full-scale activities in July.

Q: There is a belief in Armenia that

mining investments are easy to
attract because of future profits.
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INVESTORS VIEW
AMULSAR AS A SIGNAL
OF ARMENIA BEING
OPEN FOR FOREIGN
INVESTMENTS

Is that so and how did Lydian get
investments to Armenia?

A: Mineral exploration is a very risky
enterprise, and mining is a capital-
intensive sector. It may take years and
hundreds of millions dollars worth
investments in exploration and mine
development before a company may
see any profit. The first investors may
spend millions of dollars over several
years and never see an economically or
technically mineable resource. Metal
prices are highly variable and often
cyclical. This means that even after
investing all the capital in developing a

mine, there are no guarantees of profit.

It took Lydian years of work, present-
ing Amulsar and Armenia in more than
2 dozen mining investment confer-
ences to attract potential investors.
Investors are cautious about investing
in new countries, and many countries
are aggressively competing for the
investment dollars that flow into their
economies from the mining sector.

So, no, itis not easy and you may see
that Armenia, along with other newly
emerging economies is struggling to

LYDIAN

INTERMATIOMNAL

attract foreign investments. Attracting
investments into the mining sector
may even be harder considering the
factors mentioned above.

Q: Has Lydian managed to secure
investment and how muchis it?

A: Last year two large investment
funds, Orion Mine Finance and Re-
source Capital Funds, committed to
a USD 325 million financing package,
which is most of all the financing
required to construct the Amulsar
Mine. The overall construction cost
will be around USD 370 million. Also,
about USD 40 million of the USD 325
million will ultimately come from

IFC. The bulk of this money will be
spent on purchasing equipment and
constructing the mine infrastructure
over a two-year period. Mining and
processing operations will last for 10
years, based on the reserves that we
know about today, and we are already
seeing opportunities to extend the
mine life. This wasn't an easy deal to
arrange, considering that commodity
markets were very weak last year and
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investment institutions very reluctant
to invest. But we were able to put it

all together and now we can begin to
advance the construction of the mine.

Q: There is always this perception
that Gold will be extracted and the
country will be paid small amounts of
taxes. Where are the benefits for the
country?

A: Despite popular belief, most of the
revenues from mining activities are
spentin the country and mineral-
related royalties and taxes contribute
substantially to the tax base. Ac-
cording to ICMM", 50-65% of mining
production value goes to operating
and capital expenditures that are
mostly spent inside the country and
generate economic activity; another
15-20% on average are taxes and
royalty payments to the government;
salaries and wages, most of which
again stays in the country, making up
another10-20%.

Despite another popular belief, min-
ing taxation in Armenia is not low.

In fact it's quite comparable to some
states in the U.S,, Canada, or Austra-
lia. As for Amulsar, recent gold prices
mean we will annually be paying
average 40-50 million dollars in taxes
and royalties.

Taxes are only one component of the
benefits the country gets from any
large-scale investment though.

A significant economic activity se-
cures job creation and training. We
will have up to 1300 workers on our
site during the peak of construction,
and approximately 700 employees
during the operational phase. Every
direct job creates several indirect
jobs in services, supply and logistics.
This will mean a boost for small and
medium enterprises throughout
Armenia.

Q Benefits from mining investments
for the nearby communities and in
terms of tax revenues may be visible.
What else in a longer run the country
may benefit from?

A: In case of Amulsar, | would em-
phasize the visibility of Armenia for
other foreign investments. Amulsar is
a very visible project in international
markets and many potential inves-
tors not only in mining but also in
other spheres look up to it as a signal
of Armenia being open for foreign

investments. Another thing would be
the technology, know-how, the ca-
pacity and knowledge, as well as new

standards in safety and environmental

protection that international invest-
ments like Amulsar offer.

Amulsar will be applying the best
international standards and that

will raise the bar for the industry

and change the face of mining in the
country. | consider this an important
part of investment that Lydian offers.

Q Can mining investments generally
benefit the country? There is a lot of
skepticism in Armenia about it.

A: There are at least a dozen devel-
oped countries with strong mining
industries, such as Canada, Australia,
Sweden, and Finland. There are
several dozen rapidly develop-

ing countries with strong mining
industries, including Brazil, Argentina,
Peru, Chile, South Africa. So yes,
mining is an important pillar of many

economies and can generate revenues

for the country. It depends on the
management of the mines, to make
sure they are safe, and the manage-
ment of the revenues, to make sure
they are efficiently distributed and
re-invested in public goods. | have
seen both very well and very poorly
managed mining operations all over
the world. Mining is just like any other
industry: if mismanaged, it can bring
multiple problems, but if managed
efficiently, it can benefit the country
hugely. It all comes down to efficient
management. The role of all players

including the government and civil so-
ciety, is huge. A lot, of course, depends
on the investing company: Attracting
responsible companies adherent to
international standards is key. We are
committed to these principles and
hope that Amulsar will be a good ex-
ample and an important step towards
making sure that Armenia benefits
from its natural resources just like
many successful countries have done.

1 International Council on Mining & Metals — “The Role of Mining in National Economies (2nd Edition)” http://www.icmm.com/document/8264
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TOWARDS
NEW
HORIZONS

dictate a new agenda to politicians and business

people alike. These developments mostly go in two
directions: on the one hand, Iran is becoming more and more
open for foreign investments, on the other, Russia deter-
minedly shifts the integration vector from West to East.
In such geopolitical environment, Armenia, having expressly
good relations both with Russia and Iran, and comparative
economic advantages, is becoming an investment oasis,
which can successfully host foreign investors wishing to
enter Russian and Iranian markets. Furthermore, Armenia
itself can present certain investment interest for busi-
nesses that already operate in Russia and Iran, which due
to various economic reasons might choose to relocate to
other countries. Of course, Armenia is far from becoming a
Caucasian Singapore; there is much to be done to improve
the investment climate and infrastructures to be able to
make the most out of this strategic window, let alone several
strong primary and secondary competitors. Among primary
competitors are Georgia and Azerbaijan which lately have
been actively working towards improving their economic
and political relations with Russia and Iran. And still, compar-
ing all factors, it becomes clear that currently Armenia has

The past two years' political developments of our region
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certain competitive advantages, which are expressed in an
aggregate way in international investment climate rank-
ings. In particular, according to World Bank's Doing Business
report, in 2016 Armenia ranked 35th out of 189 countries; in
our region only Georgia has better indicators (figure 1). On
the other hand, the relations between Georgia and Russia
are rather constrained, and between Georgia and Iran rather
wary, which means that among peers Armenia definitely has
comparative advantages for those investors who wish to
enter Russian and Iranian markets.

Figure 1. Rating of Armenia and peers according to WB
Doing Business report 2016

Georgia I 24
Armenia 35

Kazakhstan IS 41

Belarus I 44

Russia I 51
Moldova I 52
Turkey I 55

Azerbaijan IS 63
Kyrgyzstan I 67

Ukraine I 83
Iran I 118
Tajikistan I 132

ACCORDING TO WB DOING
BUSINESS REPORT 2016, ARME-
NIA HAS CLEAR ADVANTAGES
OVER BOTH AZERBAIJAN AND
GEORGIA.

The main advantage of Armenia is, of course, favorable tax
climate. In particular, according to PwC Paying Taxes 2016
report, while in Russia and Iran total tax rate (tax burden) is
47% and 44.1% respectively, in Armenia it is 19.9%, in Georgia
16.4% and in Azerbaijan 39.8%. When considering the op-
portunities in Armenia and Georgia from this angle, it is

clear that the average time spent on tax administration in
Armenia is 13% less than in Georgia (313 and 362 hours). Fur-
thermore, Armenia and Russia are members of one economic
area — Eurasian Economic Union with customs-free trade,
whereas in case of Georgia standard customs rates of Russia
apply. In case of Iran neither Armenia nor Georgia have any
customs benefits, however, Armenia has a better geo-eco-
nomic location; besides, there are some expectations that an
EEU-Iran agreement will be signed defining more favorable
terms for mutual trade.

The other essential factor is the amount of time and money
spent on export. According to WB Doing Business report
2016, Armenia has clear advantages over both Azerbaijan
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and Georgia. Business entities in Armenia spend 12-14 times
less time and 3.9-4.5 times less money on export than in
Georgia or Azerbaijan. However, when considering what
Georgia and Azerbaijan are doing to get a share in the pie, it
becomes quite clear that Armenia is not in a favorable posi-
tion. It is especially dangerous to “move one step forward
and two steps back,” as was the case with tax reforms (the
bill endorsed by the Government on March 31). The way we
are going, we will not just fail to attract investors, but will
face the risk of outflow of existing ones; it is beyond any
reason to raise the income tax rate from 26% to 28% when
our competitors Georgia and Azerbaijan apply 20%' and 14%?
rates with similar level of salaries. The list of such “reforms”
can go on and on: taxation of dividends, increase of term of
amortization - neither of these tallies with the policies we
promulgate.

On the other hand, there is an objective question: what do
we do to make foreign investors wishing to enter Russian
or Iranian markets realize that the best way to do that is

to establish a business in Armenia? The question is a big
one and we do not assume to give answers in this article,

Figure 2. Amount of time and money spent on export in
Azerbaijan, Georgia and Armenia, WB, 2016

however, we would like to share the roadmap we have been
visualizing.

Firstly, the economies of Russia and Iran should be studied
to identify those markets which volume-wise can be attrac-
tive for foreign investments. Second, comparative analysis
should be carried out and business needs should be identified
for each sector to see what possible problems companies
might face in these sectors in Armenia compared to other
countries. Third, prepare a detailed action plan to deal with
existing challenges. Fourth, inform appropriate business
communities about achieved positive results through road
shows among others for target investors.

To sum up it should be noted that we by no means maintain
that Armenia is an ideal place for starting up a business, but
even with all our upsides and downsides we have significant
comparative advantages in relation to our neighbors, which
we must develop and expand to attract potential investors.
According to our estimates, Armenia has the potential to at-
tract about 8oo million to 1 billion USD in the form of direct
foreign investments annually.

Azerbaijan Georgia Armenia
Time spent, hour 69 62 5
Money spent, USD 675 583 150

IT SHOULD BE NOTED THAT WE BY NO MEANS MAINTAIN THAT
ARMENIA IS AN IDEAL PLACE FOR STARTING UP A BUSINESS,
BUT EVEN WITH ALL OUR UPSIDES AND DOWNSIDES WE HAVE
SIGNIFICANT COMPARATIVE ADVANTAGES IN RELATION TO
OUR NEIGHBORS, WHICH WE MUST DEVELOP AND EXPAND
TO ATTRACT POTENTIAL INVESTORS. ACCORDING TO OUR ES-
TIMATES, ARMENIA HAS THE POTENTIAL TO ATTRACT ABOUT
800 MILLION TO 1 BILLION USD IN THE FORM OF DIRECT FOR-

EIGN INVESTMENTS ANNUALLY.

1 http://investingeorgia.org/en/georgia/taxation
2 Guide to doing business in Azerbaijan, EY, 2015
Source: www.lragiram
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ARTSVIK MINASYAN
RA Minister of Economy
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22 EynunUuhlywh bwfuwpuwn

Q: Can you, please, describe the
Armenian investment climate? What
are the obstacles and what improve-
ments are necessary to implement?

A: The investment climate is changing
constantly. It cannot be evaluated as
the best at any given point in time.
However, it is a fact that within the
framework of laws operating in Arme-
nia, we do have a favorable climate.
Nevertheless, from the developmental
point of view, there is a need to review
the legislation, and there are a number
of key issues here. First, in the age of
modern technological development it
is important to adjust legislation in ac-
cordance with this development. Here
we talk of the concept of “investment,”
its formulation and implementation. If
in 1990s the concept of “investment”
had a different perception, today it is
much broader and includes not only in-
tellectual property objects and finance,
but also any idea and novelty, and there
is a need for the appropriate legislation
to clearly define the whole field.
Second, the reforms implemented in
other countries in the region require
each country to enter into competition
and propose more advanced legisla-
tion. In this sense, our legislation needs
to be reviewed in terms of investment
protection, in other words, unfavor-
able norms will not have a retroactive
nature and will not be enforced for the
upcoming s years.

Third, we need a protection mecha-
nism, which will enable us to make

the intrastate judicial system more
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“TODAY WE ARE IN NEED OF COMPETING
WITH OTHER COUNTRIES IN THE REGION
IN TERMS OF INVESTMENT CLIMATE
ATTRACTIVENESS AND THE PROVISION OF
INVESTMENT FLOW"

responsible and implement a more
sound protection judicial system, which
has wide application in international
practice.

The next direction relates to making
investment system universal. Even
though for a long time the foreign
investment concept has been in force,
now there is a need to promote a gen-
eral investment protection concept, so
that we do not face a situation when a
foreign citizen is more protected than
alocal investor. This is a subtle issue,
which can make investment protec-
tion system rather vulnerable, but in
the mid and long-term perspectives

it has to be directed at resolving one
important issue, namely investment
promotion and the absolute protection
of investors' rights. If we manage to
implement this, we will have the best
legislation in the region and will ensure
best implementation practices. The ac-
tivities in this direction are carried out
and, in particular, currently the concept
is being developed with the support of
international organizations, which is

in the process of execution. In parallel
to this, according to new constitu-
tional regulations, another important
principle, namely a competitiveness
framework, will also be reviewed.
Another important pillar of investment
climate is the legislation regulating
trade relations, for example, laws on
commercial organizations. There is a
need to review the whole field, in order
to ensure the rights of small/minor
shareholders. Currently, from first
glance, one assumes that everybody is

protected. However, in practice, minor
shareholders often appear in the situ-
ation when they are not protected,
which casts a shadow on the entire
investment protection system.

In this sense, there is a need for new
regulations, in particular, in terms

of audit operations. For example, in
Georgia, if a company has undergone
an audit, the tax audits are performed
not in the given organization, but in the
audit company. Only in case of viola-
tions and doubts found in the audit
company can the relevant authorities
enter the commercial organizations.
This is an important tool for promoting
investment.

IT IS ALSO IMPORTANT
TO IMPLEMENT SPE-
CIFIC POLICY ACTIONS
AGAINST CORRUPTION.
THE SIGNALS SENT TO
ECONOMIC ENTITIES
HAVE TO BE COMMEN-
SURATE AND SHALL BE
DIRECTED AT INCREAS-
ING TRANSPARENCY.
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Q: How do Armenia's membership in
Eurasian Economic Union (EEU), the
conclusion of Trade and Investment
Framework Agreement (TIFA), and
the removal of actions against Iran
affect the investment climate in the
country?

A: We are not aware of all benefits

of EEU membership yet, whereas the
Union has a rather great potential,
which, if used correctly, can provide
significant opportunities for our eco-
nomic entities. This year, a new export
promotion scheme has been putin
place, which allows for implementing
insurance of up to 25 million drams pri-
or to the export, as well as post-export
insurance of up to $600,000 for all
groups of goods. On top of this, a subsi-
dizing mechanism will be implemented.
If the exportis in rubles, the subsidizing
at 6 percentage points will be imple-
mented, which will make the loan re-
source significantly cheaper. Currently,
we are negotiating with the Central
Bank for the application of swap tool,
in which case the exporters will not
bear the risk of currency exchange rate
fluctuations. We are moving forward
the concept of having our places in the
foreign market and not the concept of
conquering them. As of today, Armenia
has the opportunity of conducting the
permanently operating fair in Moscow
based on a 40-day free of charge
period. The activities will be carried out
in the direction of other large cities,
such as St. Petersburg, Yekaterinburg,
etc. Being a small economy, Armenian
manufacturers cannot constantly sup-
ply to the supermarkets the goods of
the same quality and quantity. This is
why the fairs are the best option.

In parallel, the ease of sanctions
against Iran increases the interest
from the viewpoint of organizing

for economic turnover. Besides the
traditional tourism sector, we already
notice the activation on investments
and trade policy sides. In particular, 5 1T
companies have a significant access to
Iranian market and expand their activi-
ties. But this is still not sufficient. We
have to develop industrial enterprises
with Iran, which will provide a perfect
opportunity to create jobs and ensure
real economic growth. The concept of
establishing free economic or industrial
zones on the border with Iran is in the
stage of internal circulation. This will
allow increasing economic potential

of our southern region and will serve
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WE ARE NOT AWARE OF ALL
BENEFITS OF EEU MEMBERSHIP
YET, WHEREAS THE UNION HAS
A RATHER GREAT POTENTIAL,
WHICH, IF USED CORRECTLY, CAN
PROVIDE SIGNIFICANT
OPPORTUNITIES FOR OUR
ECONOMIC ENTITIES.

as an Armenian bridge for Iran-EEU
cooperation in order to carry out trade
free of customs duties or other restric-
tions. The opportunities here are rather
significant, but each big opportunity
has to be tackled with small steps. We
continue increasing these steps. We
have a significant to-do list in the area
of tourism as well, in particular, in the
area of ensuring serious investments
for developing infrastructures. We need
to create a chain, providing for effective
touristic route from Meghri to Yerevan
and Georgian border, which will pro-
mote not only the flow of Iranians with
low income, but will also attract tour-
ists with medium and high income. This
initiative requires a certain level of par-
ticipation from Iranian side, meaning
that the investments shall correspond
to their culture, so that the visitors can
perceive this culture.

Our relations with the United States
are preconditioned not only by the
Trade and Investment agreement,

but with the benefit we have, which

is GSP+ system. We have a similar
system implemented with Switzerland
and other EU countries. We are trying
to open all possible opportunities for
our companies. There are assistance
schemes at the state level called to
ensure the export certification, orga-
nization of advertisement campaigns,
etc. Only 2 countries in the region have
the GSP+ system. Therefore, not using
this opportunity translates into serious
economic damage for us.

The discussions within the context

of Trade and Investment Framework
Agreement with the United States

are rather active. We are hopeful that
these negotiations will yield greater
results in the subsequent stage. The
conclusion of the Treaty on Avoiding
Double Taxation will also promote

imports from the United States. In

this context, active economic policy is
pursued not only by the government,
but also by U.S. Embassy and American
Chamber of Commerce in Armenia.

Q: Even though last year we have
encountered increase on the side
of overall foreign investments, the
direct investments have decreased.
Why is it so?

A: First of all, we have a methodologi-
cal issue here. There is no clear-cut
methodology of “foreign investments”
concept. Moreover, the statistics is
changing constantly, as a result of
which various fluctuations may come
forward. The big difference between
investments made in 2015 and 2014

is first of all preconditioned by this
methodology. Second, foreign direct
investments are often portfolio invest-
ments, but are foreign in their nature.
For example, the “Vorotan” deal is not
included in statistics. As a result, we
have a situation when we encounter

a setback, but this is not so. On the
other hand, we have to look at the situ-
ation objectively and accept that as a
result of the situation in the region and
international developments, there is a
certain decline of investment flow. We
did not encounter terrible decline, but
quality change.

This is a challenge, and above men-
tioned legislative and law enforcement
practice changes are the response to
these concerns. Today, we have to be
able to compete with other countries
in the region in terms of investment
climate attractiveness and provision
of investment flows. We clearly know
what we shall do, that is investment
promotion and protection policy,
significant reduction of the risks, and
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restructuring of the debt burden, as

an important component of economic
policy. This topic is not discussed much,
butitis important from the point of
view of our economy and often from
the point of view of the decisions made
by foreign investors. When the gross
external debt exceeds $9 billion, it
means that our economic entities are
in need of additional financial injec-
tions. However, since as a result of a
high burden, regional developments
and high risks the foreign investors, as
arule, require high bonus pays/premi-
ums in the form of percentage, it turns
out that our economy cannot breathe
and we need to supply additional
oxygen from inside, which is basically
restructuring of this debt.

Q: Which sectors in Armenia are
profitable and attractive for invest-
ments?

A: One of the fastest growing sectors
in our economy is the information
technologies sector along with all of its
components. Tourism has been and still
remains as the second important sec-
tor. The third are the subsectors of the
industrial policy, where the investment
to any subsector will yield significant
profits. | have rather big hopes with
regard to textile manufacturing, which
will fully disclose its development
potential soon. We envisage applying
certain tools, which will make the sec-
tor even more attractive and competi-
tive and will allow attracting significant

foreign investment. The area of leather FIRST OF ALL' WE HAVE A

production too can encounter serious

development. | also expect the re- METHODOLOGICAL ISSUE

covery of the chemical industry in our

country, at least in terms of small-scale HERE. THERE IS NO CLEAR-CUT

chemistry with the vision to develop

Erie—?cale chemistn; ir;}the fgture. M ETH O DO LOGY O F “ FO REIG N
nd, of course, one of the main sectors INVESTMENTS,, CONCEPT

is the agricultural products processing.

ONE OF THE FASTEST
GROWING SECTORS

IN OUR ECONOMY IS
THE INFORMATION
TECHNOLOGIES SECTOR
ALONG WITH ALL OF ITS
COMPONENTS.
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Q:What are the goals of the “Arme-
nia: Investment Forum” to be held in
New York in October of the current
year? Who will be the participants
of the Forum and what are the ex-
pected outcomes?

A: Currently, Armenia faces serious
challenges in terms of capital formation
in general, since the Gross Capital For-
mation Index has reached the lowest
threshold of the independence years.
Today, not only does it not provide a
solution to our long-term problems,
butitis at the level that shows the
industrial and technological degrada-
tion of the economy. The economy
provides for growth when the Gross
Capital Formation Index against the
Gross Domestic Product (GDP) reaches
40%, whereas in our case it is twice

as low, being at the level of between
14-20%. In general, the investments
are important for the country in terms
of ensuring long-term growth. In this
sense, foreign direct investment (FDI)
is of the utmost importance. When we
look at the dynamics of foreign direct
investment in Armenia for the last
years, we see that in 2015 we encoun-
tered the lowest indicator for the past
10 years, which constituted $181 million,
out of which $100 million was from the
investment of “Contour Global” in the
Vorotan Cascade CJSC. In reality, we
probably have the lowest FDI per cap-
ita indicator among Eastern European
and CIS countries. For example, for the
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“ARMENIA’'S OPPORTUNITIES
FOR BECOMING A BRIDGE IN
NORTH-SOUTH AND EAST-
WEST RELATIONS”

Currently, Armenia faces serious challenges in
terms of capital formation in general

past 5 years Georgia attracted three
times more investment than Armenia.
Itis important to note that the global
investment picture has changed. After
the crisis, there was a clear reduction
of investment flows into developing
countries, with investment flows mov-
ing between the developed countries
instead.

Even if we take into account the
limitations that our country faces
(closed borders, frozen or not so frozen
conflict, etc), the rate of annual FDI

in Armenia could have been three or
four times higher, within the limits of
between $500-700 million, which is a
logical and reasonable indicator. As a
country attractive for investment, Ar-
menia has rather interesting indicators
according to the "Doing Business” and
“Heritage Foundation” indexes, being
the leader in EEU countries accord-

ing to all indices, only slightly falling
behind Georgia. There is a set of issues
here which will be tackled within the
framework of the forum. The first is
that Armenia is almost non-existent on
the investment map. This results from
the fact that the Armenian govern-
ment and business community have
not conducted targeted and relevant
activities with potential investors. In
the best case scenario, we are confused
with Albania and other countries, and
only when someone finds out that we
are bordering Iran, do we start to pres-
ent some interest. For the last time,
Armenia had a rather representative

investment forum in 2001in New York
with the support of the World Bank
and IMF. The forum did not go perfect,
there were certain issues, and the state
and business were not fully ready for

it. However, we at least appeared on
the investment map, and certain circles
got to know about the existence of
Armenia.

Unfortunately, the September 11, 2001
events took place in New York, and the
whole investment world changed, and
new signals were sent. Even though
3-4 large programs presented during
the forum were implemented, Armenia
never reappeared on the map. And re-
garding neighboring Georgia, the latter
often participates and even organizes
sectoral forums, e.g. investments in
energy sector, etc.

We currently have an issue of par-
ticipating in relevant events and
presenting opportunities we have.
Armenia can be attractive even under
the current conditions, but my ex-
pectations from the upcoming forum
are not large, since it will be just an
introduction of the country. | think
that such forums shall be conducted
periodically, the state has to work more
with investors, and this should result in
the change of the tendency of the past
10 years. Armenia should attract 1-1.5
billion dollars’ worth of investment an-
nually for the period of 5 years. Only in
this case will we be able to implement
serious modernization, technological
and infrastructure projects by changing
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our business environment, rules of the
game and types of investments.

This year’s forum will be attended by
institutional and strategic investors,
representing various sectors, as well as
our businessmen, state and specialists.
We have to discuss what Armenia can
offer to the world as a country attrac-
tive for investments. It is also worth
mentioning that the "Ameria” consult-
ing company is a technical consultant
of the forum.

Q: Are there already developed proj-
ects to be presented to investors and
what sectors do they cover?

A: Yes, these projects relate to such
sectors as energy, agriculture and
food production, mining, information
technologies, tourism, transport and
logistics, pharmaceuticals and bio-
technologies, as well as the financial-
banking sector. This time, Armenia has
a perfect opportunity to present itself
and the role it has played for centuries,
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by taking into account existing reali-
ties. Armenians have been successful
traders at least for the past millennium.
They were able to create connections
between superpowers at different
times, for example India-Europe,
Middle East, Iran-Europe. We have
always been at the crossroad, meaning
that we have always served as a bridge
for uniting various civilizations. Even
taking into account our geopolitical
limitations (being surrounded by hos-
tile neighbors), we have an exclusive
opportunity to become a real bridge for
north-south and east-west relations.

In reality, this is the fact that precondi-
tions the attractiveness of Armenia.

It goes without saying that Armenia
with its small market cannot be an
attractive country for investments in
the so called market-driven version. We
cannot compete even with our large
neighboring countries, and if we try

to position ourselves as to the market
size, we will largely fail. Even in the best

A
i

R R
il o s

S T N

case scenario, we can be viewed as

an attachment to the countries with
big markets. We have to reconsider
our positioning in the market, and the
most important signal to the investor
community will be the fact that we
understand our role and can present a
serious offer in our capacity of a chain
link.

WE CURRENTLY
HAVE AN

ISSUE OF
PARTICIPATING
IN RELEVANT
EVENTS AND
PRESENTING
OPPORTUNITIES
WE HAVE.
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Q: Taking into account the April
events, how important is the imple-
mentation of “Armenia: Investment
Forum™?

A: The given situation undoubtedly
creates additional risks, and of course
it will be more difficult to achieve suc-
cess. However, this is not something
impossible. Kurdistan is the most at-
tractive region in Iraq because of the
discovered oil reserves, which attract
investments. At the same time, | can-
not state that Kirkuk is a more favor-
able city than Yerevan from the point
of view of security, risk management,
governance, and rules of the game. |
am sure that it is not. Therefore, there
is always a need to search for new op-
portunities instead of complaining that
talking of investments in the current
situation is less appropriate than a year
ago.

Q: What would be the message to
the investors during the forum? Why

should they invest in Armenia?

A: Being a member of the Eurasian
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Economic Union (EEU), according to all
indicators, Armenia is far from satisfy-
ing the Western standards. However,

it holds rather serious advantages
vis-a-vis EEU members. This, of course,
has a temporary nature, since other
EEU members do not stay still and
implement actions aimed at improving
investment climates in their respective
countries. At this point, we are well set
in terms of business registration and
implementation, at the same time hav-
ing large opportunities for the overall
free economic field, when a company
registered in Armenia can conduct
business activities in Russia, Belarus,
Kazakhstan and Kyrgyzstan.

On the other hand, the Iran factor is
one of the unique factors in our history,
when the geopolitical developments
are favorable for Armenia. Here too,
we have an opportunity to position
ourselves in a right way. | think that Ar-
menia shall be an active player in creat-
ing a free trade zone between EEU and
Iran, which will first of all benefit us.
According to the Nobel prize winning
economist Joseph Stiglitz, the lifting

of the sanctions against Iran is the

second global event after the removal
of the Berlin Wall and will impact the
economy in a similar way. Many people
connect the revival of the European
economy to the Iranian market. And in
these conditions, there appears a coun-
try, which has a business environment
close to European standards and to
which there is basically no alternative.
Other regional players, including Tur-
key, USA, Qatar, Iraq, Azerbaijan and
others have political, economic or state
level problems with Iran. Therefore,
the country that can position itself as a
bridge to Iran is Armenia. There is also
a need to mention the Armenia-Geor-
gia trade agreement, which fixes zero
customs duties for the transition pe-
riod, ongoing negotiations with EU, the
GSP+ regime with the EU and US. All
these factors make Armenia interesting
from the perspective of entering the
EEU and Iranian markets. Of course,
we have issues regarding the need to
improving the business environment,
as well as tax reform. However, during
all these years, we have missed similar
opportunities too many times. | hope
that this time we will act differently.
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is usually seen as a major impediment to foreign di-

rect investment (FDI). And for nearly every country,
the outbreak of open war over such unresolved conflict is
significant disincentive to investor confidence. Yet for Ar-
menia, neither the unresolved Nagorno-Karabakh conflict
nor the recent Azerbaijani military offensive are seen as se-
rious challenges to political risk or the investment climate
in Armenia.
This is not to say, however, that there are no negative
aspects to investing in Armenia, as the country’s remains
challenged by other equally daunting fundamental short-
comings. Nevertheless, the outlook for greater economic
growth and a return to increased FDI remains fairly posi-
tive, based on the advantages of the country’s sustained
resiliency, stability and potential.

F or most countries, the burden of unresolved conflict
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Mitigating Risk

For most investors, the calculus of responsible engagement
in a foreign economy is defined by a delicate balancing of
risk, driven by the appeal of profit against the consideration
of market or country risk. This need for risk mitigation is
even greater for institutional investors, which are generally
investing in foreign markets based on a longer term invest-
ment strategy.

But in several ways, Armenia’s position as a country ca-
pable of attracting foreign direct investment differs mark-
edly from other emerging economies. This difference of
the investment appeal of the Armenian economy is based
on three diverse but attractive structural advantages and
attributes.

First, despite the isolation of the country stemming from the
unresolved Karabakh conflict, the Armenian economy was
able to adapt and adopt liberal and open economic reforms,
including a notable move to create a favorable and welcom-
ing climate for FDI, based on preferential tax treatment and
an easing of regulatory burdens.

Beyond a capacity to overcome geographic isolation, a sec-
ond, related achievement was Armenia’s ability to surmount
the obstacles of exclusion, whereby the country was spe-
cifically denied any role in larger regional energy projects.
These related obstacles of isolation and exclusion, from such
grand projects as the Baku-Tbilisi-Ceyhan oil pipeline and
other lesser natural gas export routes, stemmed not from
any reasonable risk of instability, but rather, were driven by
geopolitical pressures over the Karabakh conflict.

Yet Armenia was not only able to surmount these chal-
lenges, and even garnered several years of double-digit
economic growth during the onset of such isolation and
exclusion, the country now offers a new degree of promise
for leveraging its position as an entry point into the now
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opening and expanding Iranian economy and the expansive
markets of the Eurasian Economic Union (EEU) of Russia,
Belarus and Kazakhstan.

A third factor contributing to the country’s investment
appeal stems from the comparative advantage of the
Armenian economy, which is much more stable and gener-
ally more robust than many similar post-Soviet economies.
This resiliency is seen in the country’s capacity to weather
"external shocks,” ranging from a profound recession driven
by the global economic crisis of 2008 to the more recent
negative spillover from the Russian economic crisis.

This Armenian resiliency is also further confirmed by the
impact of war. More specifically, in the most serious mili-
tary Azerbaijani offensive in over two decades, the recent
“four-day war” over Nagorno Karabakh marked a serious
turning point for Armenia. The intensity of the massive
attack by Azerbaijan on April 2 was both unexpected and
unprecedented. But most importantly, beyond the success-

ful defense of Karabakh, Armenia faces a new reality, defined

by a serious threat to security and a significant sense of
vulnerability.

For Armenia, this new reality has already triggered a series
of repercussions, ranging from a deep crisis in Armenian-
Russian relations to a dramatic shift in domestic politics.
And although not as direct, this new reality also impacts the
country's economy. lronically, however, the economic im-
plications from the recent fighting pose more of a challenge
to the government, and do not necessarily pose any lasting
negative test of the economy itself.

Economic Challenges

In terms of the outlook for the Armenia economy, despite
the impressive resiliency, the country remains restrained,

by sluggish growth, entrenched corruption and incomplete
reform. And within the new, security-centered context, the
most immediate challenge is for the Armenian government
to bolster defense spending and deepen state investment in
national security. But the imperative for Armenia is to face
and overcome two distinct challenges.

First, the new reality of much more serious threats to the
security of both Armenia and Nagorno Karabakh now
means that incidents of corruption are no longer acceptable.
In fact, corruption now stands as a security concern, which
only weakens the country and deepens vulnerability to fur-
ther attack. In this new context, the current threat comes
from the country’s closed economic system, the patronage
network of small business elites or so-called “oligarchs,” and
the disparity between the wealth and profits of such a small
group and the taxes that they pay to support the Armenian
state.

A second distinct challenge is the need to focus on the
economic aspect of national power, with an emphasis on in-
novation and entrepreneurship to spark and spur a generally
stagnant economy. This is especially important to provide

a foundation for sustainable economic growth capable of
meeting defense needs, in terms of greater defense spend-
ing and for the procurement of more advanced defensive
weapons. Despite these new economic challenges, the Ar-
menian economy is still remarkably resilient, most notably in
1 Danielyan, Emil, "EBRD Investments in Armenia Hit Record High," Radio Free Europe/

Radio Liberty's (RFE/RL) Armenian Service, 15 January 2016. www.armenialiberty.org/
content/article/27490086.html
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its overall stability. And itis this resiliency and stability that
are essential determinants of a positive investment climate
and for attracting foreign direct investment (FDI).

And although FDI in Armenia is on the rise, expanding by
nearly 17 percent for the first nine months of 2015, reaching
some $263 million, this improvement is not very sustainable,
for several reasons. First, much of the rebound in FDI in 2015
was due to the one-time factor of a sizable institutional
investment by the European Bank for Reconstruction and
Development (EBRD)'.

Moreover, the economic fundamentals for Armenia are not
strong. With a now consistent period of low- and slow-
growth, Armenian GDP remains limited to its 2014 and 2015
levels of 3.5 and 3 percent of annual growth respectively.
The economy is also widely expected to continue to repeat
the downturn of 2014, when remittances fell by almost 11
percent. Most crucially, in 2014, remittances accounted for
some 13 percent of the country’s total GDP, and with more
than 8o percent of remittances originating from Russia, the
crisis there has especially detrimental to Armenia. For FDI
as well, Russia accounted for some 38 percent of total FDI in
2014.

The broader pattern of FDI has also been disturbing, having
steadily declined since 2007. For the first half of 2015, for
example, FDI totaled some $65 million, posting a decrease
from the $180 million level for the same period the year be-
fore. And FDI in 2013 was some 35 percent lower than 2012,
which was also a 20 percent decrease for the previous year.

The Way Forward
If Armenia is able to leverage its attributes and advantages

and successfully restore earlier levels of FDI, the government

2 Harutyunyan, Sargis, "Foreign Investment In Armenia Keeps Falling,” Radio Free
Europe/Radio Liberty's (RFE/RL) Armenian Service, 1 April 2014. www.armenialiberty.
org/content/article/25317620.html
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needs to do more than implement partial reform. Rather
and especially given the new post-war security context, the
necessity is to deepen reform and bolster anti-corruption. A
third imperative, however, is for strengthening the emerg-
ing middle class in Armenia. As one of the most significant
long-term keys for the economic development of the coun-
try, the importance of an emerging middle class is mainly
due to its significance as a foundation for both society and
the state.

In this role, the emerging middle class serves as the founda-
tion for both a vibrant market-based economy and as the
bedrock of political stability within the broader society. In
this way, the middle class is more than a traditional bour-
geoisie, however, but is defined by three specific character-
istics: entrepreneurship in economic and commercial activ-
ity, activism and participation in politics, and unimpeded
mobility in both areas. But atits core, the most important
facet of the middle class is its independence and autonomy
from the state.

Moreover, the development of a middle class is dependent
on two important factors, one short-term and another
long-term. The first prerequisite for the emergence of

a vibrant middle class is one of access and opportunity.

The structure of the society as a whole, and its economic
and political systems in particular, must not be closed or
divided between a small wealthy and powerful elite and a
much larger impoverished and marginalized majority. This
precondition is an immediate need, required for a budding
middle class to emerge. But this is also a short-term need
because once a middle class is allowed to take hold it tends
to prosper quickly and become far too entrenched to sur-
render its position in society

Once in place, a middle class generally represents the inter-
ests of society as a whole, rather than for any small ruling
elite. Itis this advocacy role that buttresses political and
economic reform and confronts economic oligarchs and
political demagogues alike. There is also a “trickle down”
effect, with the middle class both serving and fostering civil
society, free press and eventually a responsible political op-
position.

The development of middle class societies in the West has
rested on three elements: employment, with rising wages,
education, with expanding access on all levels, and property,
through the ownership of homes, businesses and other
properties. These three elements must be served by a sec-
ond factor: access to credit markets.

More specifically, the ability to secure and utilize reasonably
priced, long term credit is essential to home ownership,
through mortgages, to small business “start-ups,” by pro-
viding business loans, and for post-secondary education,
through “student loans.” Each of these three areas reveals
the traditional features of a middle class and indicators

of the state of the middle class. But all are conditional on
credit, which in turn is dependent on the formation (and
regulation) of a modern banking sector.

Thus, the development of capital markets in the region is
essential for access to credit. Given the obvious linkage be-
tween such access to capital and credit and overall stability,
economic growth and even poverty reduction, the modern-
ization and expansion of capital markets in Armenia must
become more of a priority for the government.

For Armenia, what is also needed is a new focus on middle
class-oriented development, with policies to promote ac-
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cess to capital and credit. Such policies have already proven
successful in a number of countries, like Brazil, Mexico, and
several Asian states. One of the most successful of these
policies is “micro-lending,” an innovative development
designed to give ordinary people access to credit to start

a small business. This has contributed both to promoting
economic growth and reducing poverty, as well as helping
to expand an emerging middle class.

Another related policy that holds promise for the country is
a "mini-lending” program, a somewhat larger loan program
for families and communities, rather than simply individuals
or corporations. Such mini-lending programs offer targeted
assistance for community-based business ventures and
family-run small businesses. This too holds significant
promise for national and local economic development in
the face of deepening poverty and mounting disparities in
wealth and income. Clearly, the lesson for Armenia is to
value and promote its own national resource, its emerging
middle class, as an element of national power and as con-
sumers and partners for foreign investors.

Richard Giragosian is the director of the Regional Studies Center (RSC), an
independent think tank in Yerevan,Armenia.
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F I RST AUA veloping industry in Armenia, paralleling the steady
growth of tourism in general, which, according to a 2016

economic impact report by the World Travel and Tourism

Council, expects a 4% increase in contribution to GDP this

year.

As tourism continues to grow in Armenia, certain sub-

CO N F E R E N C E sectors, such as ecotourism, have the potential for even
greater growth. There are a growing number of groups
and initiatives in the country that are very promising,

CO N VE N E D 5 O O showing the beginnings of the recognition of this impor-

tant sub-sector.

The American University of Armenia’s Acopian Center for
PA RTI C I PA N TS the Environment sought to bring active players in this field

together to learn from successes and identify gaps. On

Saturday, April 2nd, 2016, the AUA Acopian Center hosted
F RO M A‘ ROSS Armenia’s first ever Ecotourism Conference. Up to 500
people from over 100 different organizations in Armenia

and Artsakh participated in the conference over the course

I n the last decade, ecotourism has emerged as a de-

of the day’s activities, which lasted from 11:00 a.m. to 6:30
p.m. The event was free and open to the public.

Over 40 speakers presented throughout 11 sessions. There
were 3 general sessions focusing on large issues, such as
the potential for ecotourism nationally and regionally and
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what key national strategic and infrastructure investments
are being made. In between the 3 general sessions, 2 sets
of smaller, simultaneously occurring sessions took place.
Each set had 4 simultaneous sessions, totaling 8 sessions
on a wide range of topics, such as “Nature-Based Tourism,”
“Food and Agro-tourism,” "Adventure Tourism,” “Trails,
Maps, and Guidebooks,” “Tourist expectations,” and “Set-
ting up an ecotourism business.” Speakers presented their
experiences, challenges and lessons learned in various
fields related to ecotourism. The full agenda, list of speak-
ers, presentations and recordings of sessions are available
at https://ace.aua.am/ecotourism/.

Welcoming remarks by AUA Provost Randall Rhodes in-
troduced the urgency of developing this growing industry
within the context of the Smithsonian Institute’s 4-year-
long initiative announced last November to promote Arme-
nia as an international tourist destination and drive activity
into regions outside of Yerevan. Presentations were also
made by Mr. Khachig Hakobyan, Armenia’s Deputy Minister
of Nature Protection, and Mr. Mekhak Apresyan, Head of
Tourism Department of Armenia’s Ministry of Economy.
They outlined the Armenian government's activities in
tourism development and, more specifically, ecotourism.
"We should not underestimate or disregard the natural

and cultural assets that we have. These are assets that
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we should treasure and share with the world, in a respon-
sible, sustainable, and mutually beneficial way,” says Alen
Amirkhanian, Director of Acopian Center for the Environ-
ment in his opening remarks. The key goal of the 2016 AUA
Ecotourism Conference, according to Amirkhanian, was

to accelerate development of ecotourism in Armenia by
creating a platform for exchange of ideas and experiences,
as well as creating a network of stakeholders. "As we have
learned, Armenia is ready for this,” says Amirkhanian.

The conference was a milestone to offer a platform for a
wide variety of organizations across the board, ranging in
scope and function, to be transparent about their work in
Armenia’s respective regions. A wide range of stakeholders
were represented throughout the conference, including
major contributors like the World Bank that will be invest-
ing in the tourism infrastructure within the coming years.
There was also the World Wildlife Fund Armenia discussing
their programs to develop protected areas nationally as
tourist destinations. The Conference also reflected on ex-
periences of smaller, grass-roots efforts, like ARK Armenia,
an NGO, based in Southern Armenia that focuses on mark-
ing/mapping hiking trails, building eco-camps, and hosting
volunteers in Kapan.

"We are very encouraged by the overwhelmingly positive
response we received from the conference participants,”
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says Oscar Alvarado, environmental expert at the AUA
Acopian Center for the Environment and the one of the

key organizers of the conference. "We were told by many
participants they want a similar event again, maybe even
annually for the next few years. This shows that the time

is ripe for people in this field to share, network, and learn
from each other's efforts,” says Mr. Alvarado.

Promising businesses operating by eco-friendly principles
made presentations including Nairian, a company produc-
ing the first ever Armenian all-natural cosmetics made
from plants and herbs harvested in the country’s highlands,
and Apaga Resort, a resort, based in Yenokavan that offers
zip-lining and horseback-riding and hosts an impressive
30,000 tourists annually.

The event also valuable for encouraging individuals and
business to voice their concerns about the current status of
Armenia’s tourism industry. Argishti Mikayelyan, the owner
of Vayk Hotel in Vayots Dzor, commented on the negative
effects of outdated models of tourism, “Agrotourism and
tourism in Armenia will develop further only after we shift
our focus from church tourism and start delving deeper
into our villages, rural zones, and natural habitats. From
our investigations, tourists come to Armenia to see nature,
village food, traditions and agriculture.”

The event was successfully brought together many indi-
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viduals and organizations from all corners of the country.
When ACE Director Alen Amirkhanian asked the audience
how many people came from a region or a village outside
Yerevan, a sea of hands comprising over half the room was
visible.

The Transcaucasian Trail (TCT), a registered U.S. non-profit
organization, based in Washington DC and Thbilisi, was a
notable addition to the roster. The non-profit organization
aims to develop a world-class network of cross-border
hiking trails across the Caucasus region in phases over the
next five years. “There is so much potential for ecotourism
in the region and promoting it through conversation can
only help,” said TCT representative Laura Santos-Bishop,
who felt the conference was significant for the scope.
Individuals responsible for the scouting and marking of
the trail's Armenian component, the Transarmenian Trail,
which will span over sookm, starting from the Lori region
and ending in Syunik on the border with Iran were also
present.

In order to build on the conference’s success, valuable
conference materials, such as interactive maps, a list of key
events and organizations locally and globally, and presen-
tations and video/audio recordings of all the sessions are
available on AUA Acopian Center's website: https://ace.
aua.am/ecotourism/
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wnwhU hwjjwlwu wdpnngnd hu puwyuwu
Ynudtuinhyw wpunwnpnn, nph hnwpp hwdwpdnid

E hwjjuwlwu pwpédpwjwunwyh pnyubphg b
nEnwpnyutphg: hugwbu bwl Ginype ntubguy
«Uwwgw» wnnnownwuh ubpluwjwgnighgp:

UJju guinudnid £ Bunpwdwunid bW wnwgwnynid £
Snwuwuninh, shwpwy b tnwpElwu hjnippuluwinud £
30,000 gpnuuwiznghl:

Uhgngwnnidp bwlb wpdtpwynp £ wju
hdwuwny, np fupwfunwbg wuhwwnubphu W
AGnuwpynip)ntbubpht pwpdpwdwjut| hptug
Uinnwhngnte)nibubpp 2wjwunnwuh gpnuwnpgnipjwu
ninpuinh uEpyuwjhu Yuwpgwdhdwyh Jwuhu: dwjng
annph «dwjp» hyntpwungh ubthwwuwwnbn Unghaunh
Uhpuwjbjwlp 262wintEg gpnuwpgntejwl huwgwé
UnnGubph piwgwuwlwl wagntgnipjniup. «@ninwywu
gpnuwngntpntup W gpnuwngnte ntll wnhwuwpwy
zwjwuinwunid hElnwagw quipguignid uwpku
Uhwju Ept Utp YEUnnpnuwgnudp BElEnEgwywu
qpnuwgznegntpinilhg inknwhnfutup Utp qynintn,
gJninuwywu gnunnhubp bW puwlywu vhpwyuwijp:

A *&.

I-f_

gwlug: «Swpwdéwnpowunid Eynwinniphquh 2w UtS
wnuntbughw| fuw, b wyb tnwpwséb| Epyununtejwu
Uhongny, Uhwju YogUh»,- wuwg «Uunpynyyuwujwu
wnwhtun-h UEpywjwgnighs Lwnipw Uwupnu Fh2nthp,
nd Jwpénid k£, np hwdwdnnnyp tpwuwlwihg kp hp
pnuwlnwynipjwdp: 2wjjwlwl tnwpwdéph ninhutbpp
gunutnt LWuz6nt hwdwp ywnwufuwuwwnnt £ «f@pwlu
UpJtuhwu Rpkjp»-p, npp Yuuwpwoyh 2nipg soo

yu* ujuwé Lnnyw dwpghg dhugl Ujntuhp W bpwuh
uwhdwuwagho:

Npuwtugh hwdwdnnnyh hwgnnntpjntup Juwjntu
thuh L wnhp tiw Unp quipgqwgnidutph, hwdwdnnndh
Ujnietpp, hugwbu oppuwly’ hunnbEpwyunhy pwpuntqukp,
wntnwywu b vhewqquiht gliuwdnp vhgngwnnidutnh
U ywgqdwlbpwnipjntbubph guuy, gEynygutbp W
nGuwagpnipjniuutp, hwuwubh Bu 2U2z Swynpbwl
pUwwwhwwluwlwu YEunpnuh Yuypnd® https://ace.
aua.am/ecotourism/:
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B AMERIA
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An instinct for growth”

AMCHAM MEMBERS BY SECTOR

BANKING & INSURANCE
Ameria

ArmSwissBank

Byblos Bank Armenia
FINCA

First Mortgage Company
Good Credit

HSBC Bank Armenia
Ingo Armenia Insurance
Resolution Apahovagrakan
Broker

Rosgosstrakh Armenia

CONSUMER

GOODS

British-American Tobacco
Coca-Cola HBC Armenia
Fora

Imperial Tobacco

Japan Tobacco International
Mary Kay

Megerian Carpet

Oriflame Armenia
Pepsi-Cola Bottler Armenia
Philip Morris Armenia LLC
SPS Cigaronne

MARKETING &
PROMOTION

Ardigraph Design Agency
Deem Communications
McCann Erickson

Mineh Printing Company
Publicis Hepta Armenia
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ENERGY & MINING
Armenian Copper Program
ContourGlobal Hydro Cas-
cade CJSC

Dundee Precious Me-

tals Kapan

EcoVille LLC

Geoteam

BUSINESS & FINANCIAL
SERVICES

Amber Capital

AN Audit

Armenbrok

Avenue Consulting
Group LLC

Business Support Center
Concern Dialog

Deloitte

EY

Filueta Armenia

Grant Thornton

IAB International Academy
of Business

KPMG

Legelata

M.D. Associates

Nasdag OMX

PwC Armenia

INFRASTRUCTURE
DEVELOPMENT
Atlas Copco
Zeppelin Armenia

MARRIOTT
ARMENIA YEREVAN

g EY

Ywnnigtiny
pwnbytghy w2luwph

ConTOUuURGLOBAL®

INFORMATION
TECHNOLOGIES

Cisco's Memoir Systems
GreaterGood Europe LLC
Hylink

LTX-Credence Armenia
Mentor Graphics

National Instruments

OSG Records Management
Synergy International Systems
Synopsys Armenia
Unicomp

Workfront Armenia LLC

MOVING &
TRANSPORTATION
Fedex

Globalink

Gosselin Yerevan

Logicon Development LLC
Unitrans

NGOS & INTERNATIONAL
ORGANIZATIONS
Armenia Tree Project Chari-
table Foundation (ATP)
Center for Agribusiness and
Rural Development (CARD)
Children of Armenia Fund
(COAF)

Civil Voice NGO

FPWC

Fund for Armenian Relief
of America (FAR)

thnpn Yuwuljuwn

=)

(E ibtenatsonal \omesl Exppin Senmes

Habitat for Humanity
Armenia
World Vision Armenia
SOS Children's Vilages
Armenia

EDUCATION

American University

of Armenia (AUA)
International Center for
Agribusiness Research
and Education (ICARE)
Russian School of
Mathematics (RSM)

TOURISM &
HOSPITALITY SERVICES
Armenia Marriott Ho-
tel Yerevan

Austrian Airlines
Blackstone Travel
DoubleTree by Hilton
Hospitality Manage-
ment Group (HMG)
Jazzve

Levon Travel
Tufenkian Hospitality

MISCELLANEOQUS /
OTHER

Armobil Security Service
GSK Representative Office
IMSS

Pantera Security Agency
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GEOTEAM B,

AMULSAR

RESPONSIBLE MINING
SUSTAINABLE DEVELOPMENT

GEOTEAM C]SC LYDIAN INTERNATIONAL LIMITED
HANRAPETUTYAN 37, 4 FLOOR 7000 S YOSEMITE STREET, SUITE 201
YEREVAN, 0010, ARMENIA CENTENNIAL, CO 80112,

TEL. + 374 10 54 60 37 USA

FAX. + 374 10 58 60 37 TEL: +1 720 307 5087
WWW.GEOTEAM.AM WWW.LYDIANINTERNATIONALCO.UK
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NHTOAPMEHUS
Shugofhimenia

Al MR O M .

+374 (10) 59 21 21 | www.ingoarmenia.am

HIGH QUALITY

HEALTH CARE
iIn ARMENIA

VARDANANTS

CENTER FOR INNOVATIVE MEDICINE

+374 (10) 59 21 00 | www.vardanants.am



