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Abstract: In nearly all countries, Railway Organisations and Companies own or manage  large scale property portfolios. Due to the special characteristics of the properties owned by Railway Companies, a corporate property development model cannot be directly adopted. Although the majority of the Hellenic Railways real property is merely used for  operational – functional  purposes,  a substantial number of properties exist, including large areas of urban and rural land, which present significant development potential . There is a good opportunity that this land is not used only for the economical benefit of the Hellenic Railways, but also for public benefit purposes, with environmental friendly land development being induced and social and cultural dimensions being promoted. The paper presents the special characteristics of the Hellenic Railways real property, as well as the most important actions that the subsidiary company of the Hellenic Railways “GAIAOSE” is undertaking in the course of achieving effective property management and development.  Finally there is an attempt to identify the key issues that are required in order that the Hellenic Railways property could be successfully developed for the public benefit.

1. Introduction

Originally, the Greek Railways (OSE) have acquired real property in order to accommodate the functional needs of the of a Railway Transport System. These functional needs included land zones and plots  for developing the rail network, stations, car maintenance factories and any other building required to accommodate the offices of regional or central services. 

With the rapid development of the Railway network throughout  the mainland of Greece and the continuous reformation and modernisation  of the network, the Greek Railway company (OSE) has managed to assemble a unique real property portfolio which is now available for other than transport  related development with  development prospects . 

Recently, the Greek Railway company, has founded a new subsidiary company named GAIAOSE, which is staffed with professionals from the real estate  sector committed to successfully carry out the management and development of the Railway Company Property. GAIAOSE is a private company with state-owned OSE as its main shareholder. Its operation as a private company provides it with the necessary flexibility and effectiveness in its organization and operations.

2. Greek Railway Property

2.1 GAIAOSE Portfolio 

Depending on the location (within or outside the Railway Network or urban zone), the Greek Railways properties can be classified to the following main categories:

1. Urban Buildings outside the Railway Network

2. Urban Land outside the Railway Network

3. Rural Land outside the Railway Network

4. Railway Stations Buildings 

5. Railway Stations Land

6. Linear land zone throughout the railway network

In order to have a decentralised management system the overall Greek Railway System, including real property, is geographically divided into three sectors: the Attica Sector, the Thessalonica-Thrace Sector and the Peloponnese Sector.  

 Among Urban Buildings located outside the Railway Network property, mainly acquired or developed to accommodate Greek Railway needs, is included. The area of such buildings counts up to approximately 8,100 m².

The Urban Land located outside the Railway Network, the majority of which was originally acquired to house the transport needs is currently available for development, covering a total area of approximately 17,700 m².

The Rural Land located outside the Railway Networkis estimated to cover 2,900,000 m² , and a significant part of this land is located close to the Athens urban area.

Currently, the Railway Stations network includes  79 stations within cities and 184 stations outside the cities. The total area of land of the Railway Stations is estimated to be 9,800,000 m².

The Linear land zone extending along the railway network  is estimated to be approximately 83,000,000 m² for a network of 2,755km. 

	Category
	Area (m²)

	Urban Buildings located outside the Railway Network 
	8,100

	Urban Land located outside the Railway Network
	17,700

	Rural Land outside the Railway Network
	2,900,000

	Railway Stations Land
	9,800,000

	Linear land zone extending along the railway network
	83,000,000


The value of OSE property portfolio is estimated to be approximately € 1.88 billion.

	Land
	€ 0.689 billion

	Buildings
	€ 1.200 billion

	Total
	€ 1.880 billion


Among the properties which are included within the OSE portfolio a number of properties with significant development prospects exists, and is expected to attract institutional investors and important players from the domestic and international property market. 

The most important of these properties, situated are within the greater Athens area, are the following:

The Athens Central Railway Station. This is the main transfer station for destination throughout Greece. It is served by metro, buses and trolley buses. It is estimated that the monthly average traffic was about 120,000 passengers during 2001. The station includes administration offices, passenger lounges, a bar and warehouse space. The station is planned to become the hum of the Athens Suburban Railway. By 2004 the buildings will be refurbished and expanded appropriately to be used more extensively for commercial purposes. The greater area of the station which is owned by OSE is approximately 10.8 hectares and is available for further real estate development. 

The Piraeus Peloponnese Railway Station. It is located in Piraeus’s main harbour, adjacent to the metro terminal.  Access by public transport is convenient. The property covers an area of 1.3 hectares and is used as the starting point for trains departing for the Peloponnese. Soon the station will be used as the departing point for trains to destinations throughout Greece, as well as a terminal of the Athens Suburban Railway. Again the station land is available for further real estate development. 

The Piraeus Central Workshop – Central Depot.  The property is located in Piraeus’ industrial zone, close to the city’s civic and commercial centre. It covers an area of about 12.2 hectares, of which 9.5 hectares are open space and greenery while the rest is built over with an overall superstructure area of 38,000 m².  The facilities of OSE Central Workshop is planned to be transferred to a new modern (currently under construction) Central Workshop and Depot located in Elefisina industrial zone. After the transfer of the facilities, this unique area will be available for development. 

The Agios Dionisios Property (Piraeus Main Rail Station). The property is located at the junction of Agios Dionisios and Kondili Quays, in Piraeus’s main harbour, 500 meters from the Piraeus metro station. It is ideally located since it has easy access to all main road arteries and it is served by most Piraeus bus lines. The total land area of the plot is 1.8 hectares, where the station building area is 500 m².  With the reconstruction and expansion of the Peloponnese rail station, its current use will be postponed the property will be further developed.

The Eleusis “Thriasio Pedio” Plot. The total area of the site is approximately 290 hectares. The property is located in a key position at the junction of the new Athens Ring Road Highway (“Attiki Odos”) leading to the airport and the Athens – Corinth – Patras National Road.  Part of the site will be used for the development of the new OSE Central Workshop (currently under construction). GAIASOSE managed to make a deal with the organisation committee of Athens 2004 Olympic Games to lease the building as the main logistic centre for the needs of the games.  This way the Greek Railways managed to partly fund its important infrastructure development project. In addition, this large, perfectly served in terms of transport, site is planned to be further developed as a modern logistic centre. 

2.2 Characteristics

Although   GAIAOSE portfolio includes urban as well as rural properties with no special characteristics , however with  important advantages. 

The main advantage of property owned by a railway company is its location, the factor which has the most significant effect on the property value. The majority of Railway Stations are centrally located within cities. 

Moreover location, provides with the advantage of excellent serve in terms of both public transport and private cars,  insuring that stations sites are easy accessible by people. 
The railway itself, as a mean of massive transport of passengers and goods, acts as a pole which attracts on a constant basis a significant number of people (passengers). People have a dual role as passengers and potential customers of any commercial activity which can be developed. Vice versa, the customers of the commercial activities developed within the greater stations area also consist potential passengers. This interaction between the commercial and transport activities of a station creates a dynamic which has a dual positive effect to the Railway Company. 

In addition this interaction model is expanded to the transfer of goods, where products carried by rail can be easily stored to logistic centres located on railway sites, From the opposite perspective the location of the logistic centre can attract industries and distributors to transfer their products by rail. 

The aforementioned characteristics, combined with the positive economical environment of the recent years, creates the opportunity to implement modern large scale project financing models, in order to attract private funds which can be used for further development. 

3. Property Management and Development

3.1 General 

GAIAOSE, the Hellenic Railways Property Company has been founded to achieve the following goals:

· Maximise returns on OSE properties and support its development by a significant contribution to its financial results

· Achieve a dominant position in the market by taking advantage of the size and dynamic prospects of OSE’s property portfolio.

· Became a catalyst  in the development and offer of modern models, methods and services in property development, to add the local know-how and to coordinate, and develop synergies, with similar companies in Greece. 

On parallel GAIAOSE plans to expand its activities to new customers, markets and services through:

· Setting a Framework Agreement with the Ministry of Transport and Communication on the offer of real estate services to organizations under its oversights

· Providing real estate services to other Balkan countries’ railways.

· Conducting feasibility study on setting up a property investment company to broaden the range of services offered. 

3.2 Property Management

GAIAOSE acting as the sole real estate consultant  of the Greek Railways has took over the overall Property Management Program. Within the role of the Property Manager the following activities are included:

A. Management of Leased Property 

GAIAOSE using a modern information system is implementing an active monitoring and management of the overall leased portfolio (including the space used for advertising which is an important portion on the overall income from leases). Based on this, GAIAOSE will be able to prepare periodical reporting to the owner regarding the performance of leased property. 

Additionally the property management department is monitoring the property market trends, collecting statistical lease data, together with any data regarding relative legal issues.

Moreover consulting services are provided to the Greek Railway Personnel regarding rent levels, lease terms, property maintenance.

Based on the above data, GAIAOSE is able to provide with guidelines, not only for certain issues, but also for effective decision making regarding the overall property development and management strategy. 

The scope of these consulting services is to maximise the performance of the leased property, increasing the rent levels and minimising the property management and maintenance expenses

B. Property Purchase and Sale

GAIAOSE is managing any issue regarding sale, or purchase of real property of the Greek Railways. GAISAOSE is providing an intergraded range of services which includes, property valuation, tendering processes, management of legal issues, negotiations, or any other service which is required in order to complete a purchase or the sale of a property. 

C. Property Information Systems and Databases

GAIAOSE In order to be able to implement a systematic and effective property management is in the process of developing modern Property Information Systems and Databases.

The existence of modern information systems is characterized as of strategic importance. 

The most important step for the development of an integrated information system regarding property is the preparation of a land registry. 

Currently GAIAOSE is at the role of Project Management for the overall cadastre project.  The project, currently under the final tendering stage, is expected to be completed within the next  20 months. 

The completion of the land registry will ensure for the first time the possibility to have an accurate monitoring system of the Greek Railways property, when at the same time will provide with all the elementally data required to proceed with the examination of  the feasibility of any potential property development. 

In addition, GAIAOSE has recently purchased and set up the specialized software for property management GVA  (developed by the well-known international property advisor GVA). This software has the ability to organize a complete real property database, in order to monitor leases, contracts, calculate profit – loss, preparing forecasts of cashflows etc, therefore providing will all the necessary tools to implement modern management of a very large and complicated property portfolio. 

Additionally, a study of strategic importance, concerning the investigation of the opportunities of the development of commercial activities within the Railway Station, is under preparation. Within the scope of this study a significant amount of data regarding the stations (analysis of the built areas, the commercial activities which are developed, the existence of parking space, the number of passengers, the accessibility from private and public means, maintenance and other operating expenses  of the buildings, etc), data regarding the surrounding area of the stations  (population, tourists, Gross Profit per Capita, Occupation, number of households, the existence of Hospitals, Universities, Government Services, the typical products etc), data regarding real estate market (commercial activities which are already developed, supply and demand, rent and sale prices levels per category, property yields, general trends of the market, as well as data regarding the allowed uses of the land) is assembled. These information will be combined with geographical data and will be recorded into a computerized system.  

The database system which will manage the geographical and the other information that are collected for the needs of the land registry are designed to be connected with the Property / Leases Management System. The information system will be integrated to include any other kind of data which is collected, such as the aforementioned data regarding the Railway Stations. 
Finally, GAIAOSE is working on the part of property valuation. Together with Price Waterhouse Coopers have developed a pioneer methodology for “massive valuation” of the linear property throughout the railway network. The valuation is based on the Depreciated Replacement Cost Method and the Relative Valuation principles.

GAIOSE implemented a two step process that consisted of:

· Detailed valuation of the current value of OSE properties and stations along the Athens - Oenoi railway network. This sample was deemed representative of the entire network.

· Based on the above valuations, development of methodology and model for the estimation of property values along the entire railway network.

Relative valuation methodology requires the standardisation of values through the calculation of multiples. Multiples are calculated from a sample where two or more factors relating to value can be identified and can also be quantified. The two factors that are selected for the calculation of a multiple must reflect the same underlying determinants of value.

Based on the above principles, it was necessary to identify the two factors that would constitute the basis for the calculation of multiples relating to the land component of OSE’s operational property. The first factor was provided by the actual values determined during the valuation of the representative sample of properties. The second factor was provided by the Zone Rate used in the calculation of Objective Values for property taxation purposes. Using these two factors, a multiple was calculated for each property in the representative sample. The multiples, together with the relevant Zone Rates, could then be used to estimate the value of OSE’s remaining land holdings

In order to increase the accuracy of the results achieved with the multiples, regression analysis was performed on the representative sample properties in order to determine optimal categories that would minimise the error between predicted values using multiples and actual values. 

These resulting categories represent the basis for the categorisation of OSE’s operational land holdings and the multiples calculated for each category form the basis for the estimation of the value of OSE’s entire operational land holdings.  

The results from the implementation of the above methodology were incorporated into a model that can be used by GAIAOSE to regularly estimate the value of OSE’s operational property. 

3.3 Property Development

Within this sector, GAIAOSE is providing a full range of services related with property development. More analytically:

A. Property Development. 

GAIAOSE, using internal recourses or specialized external consultants prepares the overall development program of the Greek Railways real property. In parallel the overall property portfolio is systematically examined and analyzed to investigate development opportunities. Properties which have been initially selected to have development opportunities and are included within the development program, are examined in a next phase. 

The next step includes preparing a feasibility and viability study, conducting market research, determination of potential uses of the property, carry out economical analysis, design a development program which includes milestones and determination of the necessary actions required to implement the project. Projects that have successfully passed this stage are currently forwarded to the implementation phase. 

The strategic plan that is implemented is based on the principle of the participation of private investors (property developers, institutional investors, real property funds) to the project.  GAIAOSE is managing all the necessary tendering procedures to secure the success of the project . 

Finally GAIAOSE is monitoring and managing any kind of running contract related with property development, providing a full range of project management services to the Greek Railways.

B. Design and Construction Management 

For the purpose of development projects, GAIAOSE is acting as a construction manager for any necessary works which maybe required (including maintenance or limited scale works of property included on the leased portfolio). 

Additionally, GAIAOSE provides with Design Management services, of all kinds of technical design (site surveying, planning, architectural, structural etc).  

4. Conclusion – Recommendations 

The Greek Railways owns a unique property portfolio, which is available for development. The characteristics of the properties (central location, relationship with passengers etc) are increasing the commerciality so that private investments (through Public Private Partnerships or other similar methods) are feasible. 

On the same time, there is a unique opportunity that this property is not only used for the financial benefit of the Greek Railways, but also for the general public benefit. 

The re-development of Railway Stations, which are centrally located can be the first step for a financial development of the general area and a good opportunity for effective urban recreation. 

International experience have proved that the re-development central Railway Stations can have a very positive effect on the overall city (e.g. Japanese Railways) 

In order for these development plans to be feasible, important difficulties, which are mainly related to the planning regulations/legislation should be overcame. 

More analytically, the majority of the real property owned by the Greek Railways is zoned in urban masterplans as area available for transport related uses.  Therefore, no planning regulations for these areas exist to define the permitted building coefficient, site coverage etc. 

Moreover, due to the special characteristics of a Railway Station, as a building, i.e. the platforms, the need for large canopies/roof systems, railways etc, the implementation of the strict Greek Building Code (the determination of areas counted into the building coefficient, the volume coefficient, height restrictions , fire strategy etc) is not feasible. 

From the above it can be concluded that there is a need for a new planning mechanism to be adopted for the development of the property owned by the Railways and especially the land zone of railway stations. Due to the strategic importance of the railways transport systems in the national economic this planning mechanism should be centrally governed, but on the same time try to comprehend the needs of the local communities. 
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