Non-official translation


LAW OF THE REPUBLIC OF ARMENIA 
 

Adopted on 26 May 2008

 

ON PUBLIC DEBT
 

CHAPTER I
 

GENERAL PROVISIONS
 

	Article 1.
	Subject of regulation of the law


 

This law shall regulate the relations pertaining to the public debt of the Republic of Armenia.

 

	Article 2.
	The main concepts used in the Law  


 

The main concepts used in the Law are:
1) debt obligation means borrowing (including securities placed in domestic and external markets) or amount received under a loan agreement and due to repayment at a point of time, including interests not paid within the deadline, as well as the amount of the issued Government guarantees. 
2) Public debt means aggregate debt obligations existing as at a at a point of time in the name of the Republic of Armenia and the Central Bank of the Republic of Armenia (hereinafter the Central Bank), without the debt obligations of the Central Bank to residents. 
3) Government debt means aggregate debt obligations raised by the Government of the Republic of Armenia (hereinafter referred to as the Government) at a point of time;
4) Debt of the Central Bank means aggregate debt obligations to non-residents, foreign states and international organizations raised by the Central Bank at a point of time; 
5) Public domestic debt means aggregate debt obligations to the RA residents outstanding at a point of time undertaken by the authorized body of the Government in the name of the Republic of Armenia under borrowing or loan agreements;
6) Public external debt means aggregate debt obligations to non-residents of the Republic of Armenia, foreign states and international organizations undertaken in the name of the Republic of Armenia and the Central Bank and outstanding at a point of time; 
7) Government guarantee means obligation of the Government (budget guarantee) to the lenders and creditors, as well as obligation of the Central Bank to non-resident lenders and creditors to partially or fully repay the amounts due to payment by resident borrowers and debtors, where these residents fail to repay their debt within the established timeframe;
8) Gross external debt of the Republic of Armenia means aggregate debt obligations undertaken in the name of the Republic of Armenia, as well as the RA residents owed to non-residents, foreign states and international organizations and outstanding at a point of time;
9) Repayment of debt means the performance of debt obligation under a borrowing or loan agreement;
10) Servicing of debt means payment of interests, commissions, charges and other fees under a borrowing or loan agreement; 
11) In the name of the Republic of Armenia means in the name of the Republic of Armenia, the Government of the Republic of Armenia, the state agencies and administrative institutions of the Republic of Armenia;
12) Authorized body means a republican body of executive power of the Republic of Armenia responsible for development and implementation of the policy of the Government of the Republic of Armenia in the sector of public finance management; 
13) Resident means natural persons who stayed in the Republic of Armenia for at least 183 days during 12 months starting or ending in the given year (from 1 January till 31 December inclusive), or whose economic interests are in the Republic of Armenia, as well as legal persons who were founded and got state registration in the Republic of Armenia;
14) Non-resident means natural persons that are not residents, in the meaning of this law, and legal person established in foreign countries, as well as international organizations and organizations established by them;
15) Government (treasury) securities means securities issued by the authorized body in the name of the Republic of Armenia in the national currency;
16) Debt denominated in foreign currency means the Government securities issued in foreign currency in the name of the Republic of Armenia;
17) Agreement means borrowing, loan and government guarantee contract, agreement signed by the state agencies and administrative institutions in the name of the Republic of Armenia and a foreign borrowing, loan and government guarantee contract, agreement signed by the Central Bank of Armenia;
18) Current liabilities means the aggregate debt repayment and debt service planned at a point of time by the borrowing and loan agreement for the coming 365 days;
19) Primary placements means primary sale of the securities by the issuer or upon its assignment to a market participant by other agency with a certain mechanism; 
20) Primary market means market were the primary placement of the Government securities is carried out.

 

	Article 3.
	The purpose of the Laws


 
1. The purpose of this law is to ensure effective and public process of public debt management. 
 

	Article 4.
	Legislation of the Republic of Armenia on public debt 


 

1. The Legislation of the Republic of Armenia on public debt shall comprise the Civil Code of the Republic of Armenia, this Law, other legal acts and international treaties of the Republic of Armenia.
2. If international treaties stipulate norms other than those stipulated in this Laws, the norms of the treaties shall prevail. 
 

	Article 5.
	Public debt


 

1. Public debt shall comprise the aggregate of the Government debt and Central Bank’s debt.
2. Public debt shall be raised by the Government, state agencies, state administrative institutions in the name of the Republic of Armenia, and the Central bank of Armenia in the name of the Central Bank of Armenia. 
3. Public debt shall be disclosed in the national currency of the Republic of Armenia.
4. Public debt may also be disclosed by other currencies.
5. The amounts of public debt repayment and debt service shall be paid fully and timely. If the financial resources planned by the state budget of the given year are not sufficient, the debt repayment and debt service amounts can be paid without limitations, reflecting it in the state budget execution report of the given year. 
6. The limit of government debt to GDP ratio of the Republic of Armenia is 60% as of December 31 of each year.
7. If the public debt as of December 31 of the given year exceeds 40 percent of the gross domestic product of the previous year, the provisions 8.2 and 8.4 of Article 21.2, of the RA Law on the Budget System of the Republic of Armenia apply 
(Article 5 amended by HO-97-N of 23 June 2015 and by HO-6-N of 20.12.17)
 

CHAPTER II
THE COMPOSITIONOF PUBLIC DEBT, INSTRUMENTS AND PURPOSE OF RAISING IT 
 

	Article 6.
	Composition of public debt


 
1. The components of the public debt are: public domestic debt, public external debt and government guarantees. Monetary obligations arising from the components of public debt shall have the same priority. 
2. According to maturity, the public debt may be short-term (up to 1 year inclusive), medium-term (1-5 years inclusive) and long-term (more than 5 years).
 

	Article 7.
	Instruments of raising public debt 


 

1. The instruments of raising public debt are: 
1) loan agreements signed with financial, credit organizations, foreign countries and international organizations;
2) agreements signed with natural and legal persons; 
3) Government (treasury) securities and securities denominated in foreign currencies;
4) liabilities of the third parties restructured as government debt due transaction of debt transfer, in the order stipulated by legislation of the Republic of Armenia;
5) agreements on restructuring Government debt;
6) Government securities.
 

	Article 8.
	Purposes of raising public debt 


 
1. The purposes of raising public debt are:
1) financing state budget deficit and ensuring current liquidity;
2) supporting balance of payments and replenishment of reserves;
3) maintaining and developing government domestic debt market.
 

CHAPTER III
 

PUBLIC DEBT MANAGEMENT 
 

	Article 9.
	The goal of public debt management 


 

1. Public debt management is a process ensured by development and implementation of debt borrowing, restructuring, repayment and servicing programs within the goals set by this article. 
2. The main goal of public debt management shall be ensuring permanent capacity of meeting financial demands of the Government, thus reducing the size of debt servicing in the long-term perspective. 
3. The goals of government debt management are: 
1) ensuring the best structure of Government debt, taking into account the potential risks;
2) coordination of public debt management and monetary policies.
4. The goals of the Central Bank's debt management shall be defined by the law “On Central Bank”. 
5. To ensure implementation of the goals of public debt management, the authorized body shall apply the instruments widely used in the financial markets, including debt restructuring, buyback, exchange, SWOP, etc. 
 

	Article 10.
	The principles of debt management 


 

1. Public debt management shall be carried out based on the principles of transparency, accountability, predictability and publicity. 
 

	Article 11.
	Public debt management bodies 


 

1. Public debt management shall be carried out by the authorized body and the Central Bank for its part. 
2. The authorized body and the Central Bank shall carry out public debt recording, registration and shall be responsible for reliability of the records. The ways of recording and registering the public debt shall be defined jointly by the authorized body and the Central Bank. 
3. The authorized body and the Central Bank shall have the right to carry out the liabilities early, if the corresponding agreement does not prohibit that. 
 

	Article 12.
	Public debt management strategy 


 

1. The public debt management strategy for three years shall be included in the medium-term expenditure framework. 
2. The public debt management strategy shall include benchmark targets of public debt and the assessment of potential risks. 
 

CHAPTER IV
 

PUBLICITY OF PUBLIC DEBT AND THE GROSS EXTERNAL DEBT OF THE REPUBLIC OF ARMENIA 
 

	Article 13.
	Publicity of public debt and the gross external debt of the Republic of Armenia 


 

1. In the annual report on the state budget, the Government shall present also information on public debt and the current liabilities. 
2. The relations connected with running statistics of gross external debt of the Republic of Armenia shall be regulated by the Law of the Republic of Armenia “On the state statistics”.
 

CHAPTER V
 

PUBLIC DOMESTIC DEBT 
 

	Article 14.
	The sources of public domestic debt 


 

The sources of the public domestic debt shall be:
1) government (treasury) securities and securities issued in foreign currencies purchased by the residents;
2) borrowings and loans provided to the Government by resident natural and legal persons;
3) domestic Government guarantees. 
 

	Article 15.
	Repayment of public domestic debt 


 
1. The public domestic debt shall be deemed repaid if all conditions set by the Agreement are fulfilled or the payment obligations were terminated based on other grounds of termination of obligations envisaged by the Civil Code of the Republic of Armenia. 
2. The changes to the terms of issuing outstanding government (treasury) securities shall be prohibited.
 

	Article 16.
	Borrowings to the Government by the residents 


 

1. Borrowings and loans from the residents of the Republic of Armenia shall be received in line with the legislation of the Republic of Armenia. 
2. The right for signing borrowing or loan agreements with the residents in the name of the Republic of Armenia shall be reserved only to the authorized body. 
3. Except the placements of the government (treasury) securities, borrowed funds (borrowings and loans) from the residents can be contracted with the interest rate not higher than the weighted average yield formed during the primary placement of the government (treasury) bonds of the same maturity in the previous 3 months.
 

	Article 17.
	Issuance of government (treasury) securities


 

1. The exclusive right for issuing Government treasury securities shall be reserved to the authorized body. 
2. The procedures for issuance, placement, circulation, buyback and repayment of the government (treasury) securities shall be approved by the Government of the Republic of Armenia. 
(Article 7 supplemented by 16 HO-152-N of 28 September)
 

	Article 18.
	Selection of participants of the primary market of the Government treasury securities 


 

1. The authorized body shall establish the procedure for evaluation of the behavior and selection of participants of the Government treasury securities market and select the participants of the primary market in line with it. The authorized body shall ensure the publicity of criteria for evaluation of the behavior and selection of the Government treasury securities primary market.
2. The Central Bank shall provide to the authorized body information received from the participants of the Government securities primary market in line with the laws and other legal acts, which is required for calculation of the criteria of selection of the participants of the Government treasury securities market. The information shared with the authorized body shall not contain any bank secrecy.
(Article 18 edited by HO-152-N of 28 September 2016)
 

CHAPTER VI
 

PUBLIC EXTERNAL DEBT 
 

	Article 19.
	Public external debt 


 

1. The agreements on raising pubic external debt shall be concluded upon the assignment of the authorized body. The agreement of the authorized body shall be given based on the compliance of the agreement with public debt management strategy of the Government. 
 

	Article 20.
	The sources of public external debt 


 

1. The sources of the external shall be:

1) borrowings and loans from foreign countries, international organizations, crediting multilateral organizations;
2) borrowings and loans from non-resident natural and legal persons;
3) government treasury securities and securities issued in foreign currencies; 
4) external Government guarantees. 
 

	Article 21.
	Repayment of public external debt 


 
1. The public external debt shall be deemed repaid, if all the payments envisaged by the agreement are paid or if the payment liabilities are terminated based on the grounds prescribed by the Civil Code of the Republic of Armenia, as well as the Agreement.
 

 

CHAPTER VII
 

GUARANTEES
 

	Article 22.
	Domestic and external Government guarantees 


 

1. Domestic Government guarantees of the Republic of Armenia shall be the budget guarantees issued to the residents of the Republic of Armenia. 

2. External Government guarantees shall be the Government guarantees issued to non-residents and foreign countries by the Republic of Armenia and the Central Bank.

3. If both the Government and the Central Bank has issued guarantees for the same liability, only one of them (the biggest in size) shall be recorded in the composition of the public debt.
 

	Article 23.
	Issuing Government guarantees by the Government


 

1. Government guarantees can be issued based on the positive conclusion of the authorized body taking into account the compliance with the public debt management strategy.

2. The cases and the procedure of issuing government guarantees to the communities shall be defined by the Government. 

3. Budget guarantees can be issued to those resident legal persons of the Republic of Armenia who submit justification of the funds needed and required in the form of a loan for implementation of the targeted programs deriving from economic programs of the Government, including, in particular, legal grounds of the program, the content, objectives and goals , implementation stages and deadlines, reasoning the capacity of paying the interests for loan repayment and use, as well as the loan repayment schedule, the estimate of the program and the calculations underpinning the costs. 

4. The amount of the Government guarantee shall not exceed 20 percent of the value of assets of the person receiving the guarantee at the moment of applying for a guarantee.

This limitation shall not apply if:

1) the loan funds raised with a guarantee is planned to be used for the state needs, including financing of the goods, activities and services purchased for the needs of the state reserve;

2) the guarantee is issued to ensure funding for implementation of programs focused on addressing strategic matters in the context of economic crisis if other security measures are not accepted by the creditors.

5. The resident legal persons of the Republic of Armenia issued budget guarantees shall pay commissions to the state budget in the amount of 1 percent of the issued guarantee. 
6. The authorized body shall have the right to check the financial situation before repayment of the loan in the cases and in the order envisaged by the budget guarantee agreement. 
7. The economic sectors issued budget guarantees shall be prioritized by economic development programs of the Government and shall be reflected in the public debt management strategy of the Government. 
8. The external Government guarantee issued to the Central Bank shall be recorded as Central Bank's debt. 
9. The aggregate of the due Government guarantees issued at some point of time shall not exceed 20 percent of the gross domestic product of the previous year. 
(Article 23 supplemented by HO-4-N of 26 December 2008)
 

CHAPTER  VIII
 

FINAL PROVISIONS
 

	Article 24.
	Coming into effect


 

1. This law shall come into force on the tenth day after its official promulgation. 
2. The requirements of this law shall not apply to the agreements initiated and not terminated, as well as signed and effective before this law came into force, and the relations connected with them shall be regulated with the legal acts effective at the time of concluding those transactions. 
 

	President of the Republic of Armenia 
	S. Sargsyan

	 

18 July 2008

Yerevan
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