Adopted July 27, 2001.

TREASURY SYSTEM LAW

CHAPTER 1

General Provisions

Article 1. Subject of the Law

This law defines the treasury system of the Republic of Armenia (“the Treasury”) and
regulates the relationshipsinvolved inthe Treasury’s activities (“ Treasury relationships”).

Article 2. Purpose of the Law

The purpose of this law is to ensure that an effective sysem exigs for managing the
financid assats and liadilities of the Republic of Armenia (“the Sat€’) through the
regulation of Treasury relationships.

Article 3. TheTreasury

1.

The Treasury comprises the Centra Treasury and locd treasury branches (“LTBS’) of
the State agency authorised by the Government to be responsible for financid
management (“the Authorised Agency”).

The Centra Treasury is the combination of edements of the Authorised Agency’'s
head office. The Centrd Treasury is responsble for organisng the redisation of the
tasks prescribed in this Law. It is managed by the Chief Treasurer, who is a deputy
head of the Authorised Agency.

LTBs ae the individud loca dements of the Treasury which ensure the performance
of treesury functions in the territorid adminigrative units of Armenia Each LTB is
managed by its head.

The number, dructure and location of LTBs shdl be defined by the Authorised
Agency.

The Centrd Treasury and each LTB shdl have its Charter. Each shdl dso have a
letterhead with their name and the State€'s coat-of-ams on it. The Charters of the
Centrd Treasury and the LTBs shal be approved by the head of the Authorised
Agency.



6.

The Treasury shdl act on behdf of the Authorised Agency in the redisation of the
tasks prescribed by this Law.

Article 4. Powers of the Treasury

In order to redlise the tasks prescribed by this Law, the Treasury shal exercise the powers
prescribed by its Charter and the legislation of Armenia

Article5. Tasksof the Treasury

The Treasury shdl be respongble for the following:

a)

b)

f)
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h

)

organisng the management of the financid resources of the State and
Communities, and the funding of their expenditures.

organising the execution of State and Community budgets in the manner prescribed
by legidation.

ensuring that there is amethodology for the standar dised regulation of relationships
involved in the execution of State and Community budgets.

organisng the financial receipts managed by the State and Communities, as wdl as
executing expenditures funded by these receipts from the Treasury Single Account of
the Authorised Agency (“TSA”).

enauring the dandardised regulation of relationships involved in the preparation,
disclosure and consolidation of reports on  the financid activities of State and
Community agencies, aswel as the establishment of accounting rules for the budget
sector.

implementing preliminary control of payments made on behdf of Sate and
Community agencies in the course of the execution of State and Community budgets.

managing the cashflow of the State and Communities.

recording  the extrabudgetary transactions of State agencies and Government
inditutions

receving financid reports on transactions involving the resources of State and
Community budgets, and evaduating the accuracy, consolidation and disclosure of the
datain these reports.

sarvicing externd State debt.

ja managing internd State debt.



jb) recording the monetisation of grants and facility credits provided to the State by

foreign governments and internationa organizations, and coordinating and
monitoring related functions.

jc) administering obligations to the State originated by the Government.

jd) other functions provided by this Law.

Article6. Chief Treasurer

1.

The person occupying the postion of Chief Treasurer shdl be a deputy to the head of
the A uthorised Agency.

In order to fulfill the tasks envisaged by this Law, the Chief Treasurer shdl exercise
the powers granted to him, in particular, for organising and managing the activities of
the Central Treasury.

Article 7. Employees of the Treasury

1.

The persons holding the postions defined in the gaff lig of the Centrd Treasury and
the LTBs shdl be deemed to be employees of the Treasury.

The employees of the Treasury shal be appointed or dismissed by the head of the
Authorised Agency on the recommendation of the Chief Treasurer.

CHAPTER 2

Relationships between the Treasury and Other Agencies

Article 8. Regulation of Relationshipswith Other Agencies

1.

2.

For the purpose of regulating the rdationships between the Treasury and other
agencies in the course of the fulfillment of its tasks a Chief Financid Officer shdl be
gopointed or dismissed in each State and Community agency as defined in the
departmentd classfication of budgetary expenditures.

The Chief Financid Officer shadl manage the financid and accounting services of his
or her agency, shdl act under the direct supervison of the head of the agency and
shdl have theright to perform other tasks as duly authorised.



3.

4.

On the decison of the head of the State agency, another officid may subdtitute for the
Chief Financid Officer in his or her asence or inability to cary out his or her
responghbilities.

The sructure and tasks of the financid and accounting services of the State agencies
and Government inditutions of the treesury sysem shdl be specified in an order
promulgated by the Authorised Agency.

Article9. Duties of Chief Financial Officers

1.

Each Chief Financid Officer shdl ensurethat his or her State agency hasin place:
a) asystem for cashflow management and internd control.

b) an internd audit sysem which is in compliance with the internd audit
regulations promulgated by the Authorised Agency. The internd audit system
dhdl, inter dia evaluate the execution of the requirements of financid legidation
and regulation in respect of State agencies and Government ingitutions covered
by the system, detect and adjust any non-complying accounting entries.

c) aprocurement system which isin conformity with the legidation on procurement.

Each Chief Financid Officer shal be responsible for the effective and transparent use
of financid resources at the disposa of his or her State agency. He or she shdl take
such measures as are authorised by legislation to:

a) ensuretha hisor her State agency collects revenues as authorised by legidation.

b) prevent unforeseen expenditures and the waste of resources.

c) ensure that the State agency manages its fixed assets and financid liabilities, and
in particular records, maintains and operates its fixed assats.

d) ensure that the resources dlocated by the budget to Government inditutions are
gppropriated in accordance with the budget classification.

Each Chief Financid Officer shall :
a) before dlocaing resources to any State agency or Government inditution for
which he or she has responghility, verify that it continues to have in place a

system for managing financia resources and for internd audit.

b) ensure the compliance of his or her State agency with this Lav and other
legidaion and regulation.



c) in the event of being unable to avoid excess expenditures or under-collection of
revenues by his or her State agency, submit the reevant reports to the
Authorised Agency.

d) ensure that accounting entries for the financid transactions of his or her State
agency are made in the prescribed manner.

€) ensure the preparation of the financid statements of his or her State agency in the
manner prescribed by the Authorised Agency, and their presentation to the
Nationa Assembly, the Presdent of State, the Government, the Audit Chamber of
the Nationd Assembly and the Authorised Agency.

f) submit financid datements as prescribed by the Authorised Agency, including
information on forecast and actud revenues and expenditures and forecasts for
the reporting period.

Article10.  Chief Accountant of Government Ingtitutions
1. The head of any Government indtitution under the supervision of a State Agency shdl
gopoint a Chief Accountant of the inditution subject to the gpprovad of the Chief

Financid Officer of the supervisng State Agency.

2. The powers and responshilities assigned to the Chief Financid Officer under this
Law shdl agoply to the Chief Accountant in respect of his or her Government
inditution.

In the absence of the Chief Accountant or in the event of hisor her inability to perform

his or her duties, the head of the Government indtitution shall gppoint another officid to
subdtitute for the Chief Accountant.

CHAPTER 3
I mplementation of the Treasury’s Tasks
Article1l.  Ensuring the Management of State and Community Financial
Resour ces
In order to manage State and Community financiad resources, the Treasury shall ensure:
1) the management of the funding of State and Community expenditure.

2) the management of the State budget deficit and surplus.



3) the implementation of activities designed to coordinate monetary and fiscal policies
within the framework of the agreement between the Authorised Agency and the
CBA.

4) the preparation of daly, weekly, monthly and quarterly cash flow management
programmes.

5) the preparation of reports on the execution of cash flow management programmes and
the implementation of adjustments to the programmes for the following period.

Article12.  Accounting for State and Community Assetsand Liabilities:

In order to record the assets and lidbilities of the State and Communities, the Treasury
shdl ensure:

1) within the scope of budget execution, the receipt, summary and andyss of reports
submitted by State and Community agencies on:

ez commitments entered into by them during the execuion of State and
Community budgets

5 programmes funded by foreign credits
%5 State and Community budget arrears

%5 the execution of State and Community budgets

and the submission of the results of these reports by the Authorised Agency in the
prescribed manner.

2) the recept, summay and andyss of reports submitted by State Agencies on
Government indtitution:

% ast and liability balances
%5 cashflow
%< cregtion and management of extra-budgetary funds
and the submisson of the results of these reports by the Authorised Agency in the

prescribed manner.

Article13.  Execution of State and Community Budgets



1. The Authorised Agency shdl ensure that the execution of State and Community
budgets is organised viathe Treasury as provided for by legidation.

Article14.  Treasury Single Account

1. The TSA shdl be opened at the Centrd Bank of Armenia (“CBA”) in the name of the
Centrd Treasury and mantaned in conformity with this Law and other legd
indruments. The TSA shdl be denominated in Armenian Dram.

2. All funds belonging to the State and Communities shal be deposited in the TSA.

3. Government indtitutions may not maintain bank accounts a commercia banks.

4. All payments by the State and Communities shdl be made from the TSA in the
manner prescribed by the Authorised Agency.

5. The TSA gl indude sub-accounts maintained by the Authorised Agency in respect
of thefallowing items

a) State budget resources

b) loan and grant resources from foreign governments and  internationa
organisations

C) deposits of State Agencies.

6. The TSA ddl dso include sub-accounts, maintaned by the Centrd Treasury but
managed by State Agencies, in respect of the items listed below:

&5 extra-budgetary resour ces
&& Community resour ces
%5 resources of the State Fund of Socid Insurance
%< other depodits of State Agencies.
Article15.  Treasury Foreign Exchange Accounts
Treasury foreign exchange accounts of the Authorised Agency shdl dso be opened in the

name of the Central Treasury at the CBA and maintained as provided for by this Law and
other legd ingruments.

Article16.  State Agency Reports



1. Each Stae agency shdl submit an annud report on its financid and economic
peformance (“the Annua Report”) to the Treasury, as prescribed by the Authorised
Agency. In addition, the Annual Report shdl include, inter dia the following essentid
components.

a) abrief description of the financid and economic activities of the State
agency, in paticular:

£#its objectives
ezsthe tasks through which the objectives are intended to be achieved
z&the programmes which are intended to redise the tasks, their description,
and the proposed quantitative and qualitative targets for each  programme
component
exitsfinancid (budgetary and extra-budgetary) resources
£<1ts human resources
b) the State agency’s annuad budget execution report, as per the budget expenditure
functiond and economic dasdfication. This report shdl incorporate the
following:
eg4ts annud budget dlocation

sgamendments made to its budget alocation approved by the Nationd
Assembly

ezredlocations made within the authority of the Government or State agency
#%<ts adjusted budget alocation

egscumulative recel pts and payments

exvariances from its adjusted budget alocation

ezsabrief description of the reasons for variations

c) the State agency’s summary baance sheet as of the last day of the reporting
period

d) a report on changes in receivables during the financid year according to the
functiond and economic classfication of budget expenditures



€) a report on changes in financid assats other than  recelvables during the
financid year

f) areport on changesin ligbilities other than payables during the financid  year

g a report on changes in payables during the financid year according to the
functional and economic classfication of budget expenditures

h) areport on the changes in non-financid assats during the financid yesr.

2. The Chigf Accountant of each Government inditution shal prepare monthly reports,
as prescribed by the Authorised Agency, and submit them to the Chief Finencid
Officer of the responsible State agency. These reports shall include the following:

a) a report on the revenues and expenditures of the Government ingtitution for the
previous month according to the functional and economic classification of budget
expenditures

b) projections of expected revenues and expenditures for the remainder of the
financia year

c) a summay of the actions by means of which the planned revenues and
expenditures would be redlised.

The Chief Fnancid Officer shdl consolidaie the reports received from Government
ingtitutions and submit them to the Authorised Agency asthe latter requires.

In addition to the reports received from Government inditutions, the Chiegf Financid
Officer shdl dso be responsble for consolidating reports on the execution of
programmes and activities underteken by the State agency, and for submitting these
reports to the Authorised Agency.

Together with the reports themsdves, the Chief Financid Officer shdl submit detaled
andyses of them, including discussion of the reasons for any variances.

Articlel7.  Prdiminary Control of State and Community Budgets

1. The Treasury shdl undertake preliminary control of State and Community budgets on
abasis determined by the Government.

2. For the purposes of preiminary control, before debiting the treasury accounts
beonging to Government inditutions, the Treasury shdl evauate the compliance of
the financid operations of those inditutions with the requirements of the legidation
regulating the budget execution process. In the event of non-compliance, the debiting
shdl be temporarily hated. Then:



a) the Chief Tressurer shdl notify the head of the Authorised Agency who shdl
issue indructions for further action if the Government inditution has faled to
remedy the non-compliance

b) inthe case of an inditution established by a Community, the head of the
relevant LTB shdl notify the heed of the Community of the non-compliance, and
the latter shdl be responsible for remedying it.

Article18.  Reportsby the Treasury

The Treasury shdl evauate the accuracy of the information provided by State agencies,
consolidate the reports submitted by them, and ensure disclosure of the consolidated
reports by the Authorised Agency in the prescribed manner.

Article19.  Servicing of External State Debt

The Treasury shdl be respongble for programming the servicing of  externa State deb,
and for servicing this debt in compliance with the annud State budget law and the terms
of relevant agreements.

Article20. Management of Internal State Debt

In order to manage effectively the cashflow and financid resources of State and
Community budgets, the Tressury shdl devdop and implement programmes for the
effective management of internd State debt, and shal dso ensure the sarvicing of
transactions related to interna State debt.

Article2l.  Servicing of Obligationsto the State

The Treasury shdl ensure that the obligations to the State originated by the Government
are serviced in the manner prescribed by the Authorised Agency.

CHAPTER 4

Effective Date

Article 22. Effective Date

The law comesinto effect on January 1%, 2002.
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