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Ukpwénipinib

Introduction

Uju  hpuwwpwlnidt  winpunuptmd  k
Unpynpuwnhy b dhttwbuwlut hpuyniuph

njnpunid tpynt opkuunpulju
twhiwdbnunipmniuubph (ptl wnwppbp
thni kpnid qunidng).

This publication addresses two legislative
initiatives in the field of corporate and
financial law (albeit at different stages):

- hnpwplth  njuuempput Jhpuptpug
thwpbpn, npt nidh Uke | k) 2025 pyulwih
hniuhuh 13-hu
(https://www.arlis.am/hy/acts/207705)u

- the package on convertible notes, which
entered into force on June 13, 2025
(https://www.arlis.am/hy/acts/207705)
and

- owghnuutph YJwpquynplwb Jkpwpbppuyg

thwpbkpp, npp hwuwbbh b Ppujulub
wlunkph  twpwgstph  hpuwywpwldwb
dhwutwljwut Juypnid (https://www.e-

draft.am/projects/8188/about):

- the package on the regulation of options,
as available on the Unified Website for the
Publication of Draft Legal Acts
(https://www.e-
draft.am/projects/8188/about).

Pnpruplbyh thnprunnipinibbkn

Convertible notes

@nfuwpltih thnjuwenipnitpp hhpphyugh
gnpShputp L, npnup hwdwwnbnnd Gtu

Unpynpuwnhy  bhtwbuwynpdwt  Eplhne
wjwinuljui dikpp wupnpught (debt) L
pwdtwghtt (equity) mbkuwlutpp: Mwpunpuyghe
wpdtpnptpp, npnup  injuwplynd  Bu
puduwght gnpdhpubph, Jujunpku
oquuugnpdynid Eu unnwpunwthubph (start-up)
61 qupgqugnn puytpnipmniuutnh
dhuwtuwynpuwt hwdwwnbtpunnid:

Convertible notes are hybrid instruments
combining two traditional forms of
corporate finance - debt and equity. Debt
securities that convert into equity
instruments, they are widely used in
financing of start-ups and companies on
growth tracks .
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Lunupughwlwb opktugpph
thnthnjunipniutitpnh hwiwduwyl
thnjuwnnipjut (hnjuwplbh hojuwenipnii)
wujlwtwgpny Jupnn b twhwnbudl), np
thnjuwnnipjui dwupdwt thnpawpku
thnjpwenitt wupunuynpynd £ thnpuwwnnih
oqunptt  wbknupwppul] npnywlh  pubwlh,
wnbuwlh b nuuh pwdubnndubp:

According to the amendments to the Civil
Code, a Iloan (convertible note)
agreement may provide that instead of
repayment of the loan, the corporate
borrower shall be obliged to distribute to
the lender shares of specified quantity,
type and class.

Opkhunppuiljub bwprwd kninipiniGakpp
bwwwnwl nihklh vwhdwhly hnpiuplbh

The legislative initiatives aim to
establish the following features of

thnhnupnipnibbkph hEwnbyuy | convertible notes:
wnwbdwhunnlnipnibakpp.

Upwuwupdnipny thnpnuplkrh | Foreign currency convertible notes:
thnprnunnipinibbbp.

Onpuwpybih thnppowpnipjniiubpp fupnn Gu
pnnunpyyty wpunwpdnipny, uwjuy
thnpjuwnpnt  Culjbpnipjutt juinbtwnpului
Juuyhwnwnid Jutjuhly npudwljut
ubpppnudutpp jhwdwpdbt junwupduws 22
npuuny hwpdupldws thnjuwpluwit
wuwhwbgp/mhuntdp thnjuwnnt CuljEpnipjut
Ynnuhg unwgwés hwdwpdbnt  opdu
npnipjudp Yktwnpntwlwb Fwtlh Ynnuhg
hpuyupuljjws wpdnipught omlywikpnid
Awynpyus vhohtt thnjuwpdtipny:

Convertible notes may be issued in foreign
currency, but subsequent cash investments
into the charter capital of the borrowing
Company shall be considered to be made in
Armenian drams at the average exchange
rate in the currency markets, as published by
the Central Bank as of the day when the
request/application for conversion is deemed
to be received by the borrowing Company.

Fudabnppulpul Calbkpnipniabph  nnuhg

Lapynn Onpnupllyh thnhnunni el
yuylwinugpkp.

Convertible note agreements by joint
stock companies:




Onpowplbh  hnjupwpnipjut  wWuydwbwghp
Jupknt hwdwp thnpjuwnnt pudubnhpulju
puytpnipjut pudubntptph dnnnyp wbwp k
dhwdwyu punnih, tptk
Juintwunpnipjudp twpwwnbujws sk, np
wjnuwhuh  npnonudubptt pugnitynd B
duyubtph 3/4-ny: Mwydwbwgpny vwhdwidws
dudljtinh jud wuwydwih Ypw hwubbnt
nphypmd  thnjpownmt  ukpjujugund  k
qnuiynp - wwhwbg,
dudltnnud, Culjpnipniip wwpuwynp L
thnjuwwnnih ogunnht pnnupyt) b nbknupwohuty
thnjuwplbih thnpuwpnipjut wuydwiwgpny
uwhdwtiyuwés wbkuwlh, nuuh b pwbwlh
pudubwnndubp:

npnonid

nphg hbkwun®  60-opju

To enter into a convertible note
agreement, the shareholder meeting of
the borrower joint stock company shall
adopt a unanimous resolution, unless the
charter provides that such decisions shall
be adopted by 3/4 of the votes. Upon
satisfying the term or condition specified
in the agreement, the lender submits a
written demand, after which, within a 60-
day period, the Company is obliged to
issue and distribute, in favor of the lender,
shares of the type, class and quantity
specified in the convertible note
agreement.

Uwhdwhunhwl  wwwnwuliwbunnynippudp
Laybpnipyn bbb innupg lbpiny
Pnfuwpl b h thnfuwpnipiul wuydw g bp.

Uwhdwbwthwl] wyuwunwupwbwnynipjudp
pulpnipymiiph ynnuhg Yupjus
thnjuwpnipjut yuydwbwgpbpny thnpuwnnt
Jupnn  Eu  jpulyp W puybEpmpyub
dwubimhgubpp, W' bGppopny wbdhup, bpk
Cuybpnipjut juiuntwnpnipyudp wpghdus
sk juinbunpuljut juyhwnwh wybkjugnidp
tppnpy wbdwtg  wydwunubph  hwpyht:
Onpuwplbih  hnjupwpnipjut wuydwbwghp
Jupkint dwuhtt npnonudtt puypmiinud  k
puytpnipjut pnjnp dwubwlhgubph dhwdwyu
npnodwdp:

Convertible note agreements by limited
liability companies:

Both participants and third parties may be
lenders under a loan agreement entered
into by a limited liability company, unless
the company's charter prohibits the
increase in charter capital on the account
of third-party deposits. The decision to
sign a convertible note agreement shall
be adopted unanimously by all
participants of the company.




NMujdwbwgpny uwhdwbdws dwdlbnnd
jud wuwjydwbtbtph pwywpwupnidhg hbwnn
thnjuwwnnil nphimd £ ubkplujugunid
pultpnipyutt gnpswinhp dwpduht: Fhunwdp
unnwbwnig htwn 60 opju pupwugpnid
puybtpnipniip wwpuwynp E npnonudubp
Juymguby UMC-h dwubwlgnipjut
pudubdwubpp thnpjpwwnniht hwnljugubnt
JEpuplpyuy Jughuwh dkpgpdwb ghdwg,
Juinbugpuljut juyhwnwh wbjugdui b
wy] wihpwdtsn Ynpuynpunhy npnonidubkph

Ytkpwpbpyuy:

Within the period specified in the
agreement or upon satisfaction of the
conditions the lender submits an
application to the company’s executive
body, such as the director. Within 60 days
after the application is received, the
company shall adopt decisions on the
allocation to the lender of LLC
participation interests in exchange for
their capital contribution, the increase of
the charter capital, and other necessary
corporate decisions.

Oujghnlizkp

Options

Owghnlih wwjdwlwghpp owyghnh qunpnht
nwjhu £ wyuqunud twpwybu npnydusd
wujdwbtbpny gnpdwpp Jupknt pugwnhly
ppujnip  (puyg ny  wwpuunpmpnib):
dhtwtuwlut  snijuubpnid  owghnuukpp
Yhpunynid tl hsytu nhuljkph
Jupwjupuwi  hhgwynpuwl, wjbwyhu b
ugtnyyunhy tywunwlubkpng: Uy twb

Juyunpkl yhpunny qnpdhp k
wojuwwnwlhgubkph pudubinhpugdwt
Spwgpbipnud: «Updtpnptph ontjuyh dwuht»
2z opkupny  ubpjumudu  wbwlgyuy
dhuwiuwmjun gnpshpubtnh gulynid
pungplud owyghnulikpp wydu
twpwnbuynid £ Jupquynplp twb

Lunupwughwlwut opkuugppny. ppwund b
npwt Yhg opkuputpnid thnthnjumpiniuubph
twhwgstpp  twjwnbund  Eu wnwyby
hudwywnpthwl] jupquynpnidubp:

An option agreement gives the option buyer
the exclusive right (but not the obligation) to
enter into a transaction in the future under
predetermined conditions. Options are used
in financial markets for both hedging and
speculative purposes. It is also a widely used
tool in ESOPs. Currently included into the list
of derivative financial instruments by the RA
Law "On Securities Market", options are now
making their way into the Civil Code as well:
the draft amendments to it and related laws
provide for more comprehensive regulations.

Ppujwlwld whnkph bwpnugsbpp byunnwl
mbkl uwhdwbly owghnih wuydwbwgnph
bEwnlyuy wnpwbdbhwhunnlnipnibbkpp

The draft legal acts aim to establish the
following features of the option
agreement:




Uwhdwbunhwnidbbp,

Puyybu  Updlg, owghnuh  wuwjlwlwgph
wnwput  wyuwjdwbwgpny twhwnbugws
gnpénnnipnibutph
wuwhwigkint hpwyniupt Lt (unynpwpup
ubthujuinipyut Jud  wy gniypughlb
hpwyniupubtph thnfuwignid/punniinid):
Uhwdwdwbwml, twjuwughsdp npnowljh
nwhdwbwthwlnidubp k Uwngunud:
Uwubtwynpuybu, oyghnuh wuydwbwgpbpp

skl Jupnn  Jupquynply wbpwpd gnyph b

Juwnwpnudp

Limitations:

As highlighted above, the subject matter
of an option agreement is the right to claim
the performance of the actions stipulated
by the agreement (usually
transfer/assumption of ownership or other
property rights). At the same time, the
draft introduces certain restrictions. In
particular, option agreements cannot
regulate rights to such claims in relation to
to real estate and motor vehicles.

wyunnunpubuynpuwht Uhongubph

uundudp udwt wwhwueubkph

hpwynipuubpp:

Puigh wyy, wyt gnypp Jwd gnypuyht | Additionally, the property or property right

hpuwyniupp, nph  Wjuudwdp owghnuh
wuwjlwbwgpny owghnth qunpnp dkop kphipty
wuwhwlgh hpwyntup, wuwydwbwqgnph
gnpénnnipjult  dwdljtwnh pbpwgpnid  sh
Juipnn thnjuwbgyt) Eppopn wbdh:

to which the option buyer has acquired a
right of claim under the option agreement,
cannot be transferred to a third party
during the term of the agreement.

Qniph wnkuwlny
wwhuwliohbp.

yuydwhun/npyus

Lwhiwghép  uwwhdwinud E, np  owghntp
wujdwtwghpp whwp L uwhdwih owghnuh

Yupytihp
huwdwywunwupwt nbkuwlh wuwydwbwqgph

hpugdwi wipryniupnid
ponp  bwuwt  wuwpdwbbbpp: Ophtwl, ns
thwunwpnpuihtt  wpdtpnptph  nhygpnud
owghnuh wwjdwbwghpp whwp b ukpunh
hudwywnwupwu hwpJupluyhte

hwdwlwpgtph b hwohdubph wnydyuubkpp:

Requirements based on the type of property:

The draft specifies that the option agreement
must specify all essential conditions of the
relevant type of agreement to be entered into
in the result of exercise of the option. For
example, in the case of non-documentary
securities, the option agreement must include
the details of the relevant settlement systems
and accounts.

Owghntph wuwjdwbwghpp whwp L twb
uwhdwtih oyghnuh wuwydwuwgph wnwplugh

The option agreement must also specify
the scope of restrictions in relation to the




htin - Juupjws  gnpdwpplbph  Jhpupbpjuy
vwhdwbwthwlnudubph oppwiwlp: Owghnh
wnwplu  gnyph  pruwquuddbint jud
pruwgpuyybnt nhupnid owghnth
yuwjlwbwghpp punupnud b fugh wy, bpk
nuunuwpui jud w) hpwjwunt dwpdhtp
Yhpwonud E wpglhjuiup Jud onwpdwb wy
uwhdwbwthwlnud, owghnuh wwydwbwgnh
hhdwt {pw gnyph owmwpnd wbnh sh
niubumd:  ‘Upgws  phwypbpmud  gnyph
ubthwjuwbwwnbpp whwnp L thnpuhwwnnigh
Unu  Ynnuht wuwndwndws Juwup, huly
Lunupwughwljutt  opkuugpph 414-py
hnnpwsh  1-htt dwuh gpoypubtpp (gnipp
wuwhwigbint  hpwyniuph  dwuh)) skt
Yhpunyp:

transactions with the subject matter of the
option  agreement. In case of
seizure/confiscation of the option’s
subject matter property, the option
agreement shall terminate. Additionally, if
a court or another competent authority
imposes a lien or another restriction on
alienation of the property, the property will
not be transferred under the option
agreement. In such cases, the owner of
the property should compensate to the
other party any damages incurred and the
provisions of Article 414, Part 1 of the Civil
Code (on the right to claim property) shall

not apply.

KREnpplpdwl hwpiuwyunnynipyub ppun/niip.

Uju nbhwypnud, tpp wuydwbwgph wnwplu
gnyph ujwundudp weljw L dtpppipdwb
twhwyunynipjut hpwyntup, wyn
hpwyniupp niubgnn wbdp whwp L gpuynp
Swnigyh owghnuh wuwjdwbwgph Yupdwl
Ununpnipjutl dwuht (Ubpwnjwy  owghnih
hpuwgdwt quh b wy wuwydwbibph dwuhlt)
twpupwtt oyyghnh wuydwbwqgnph Yupnudp, b
wyn wtdp whwp L hpuwyniup nitbtw dknp
phptme wn qnupp owghnth  quny L
wuydwbubpny opkupny, wy hpwduljub
wljunny, wuydwbwgnpny, puytpnipu
Juinbwungpnipjudp jud wy) thwunwpnpny
uwhdwiiywé wnwettwhbtppnipjut dudljknh
nupwgpniu: Zujunuly wupuquynid
oyghnih wuwydwbwgph hwdwdwjt gqnyph
thnjuwbgdwt nkupnud’ Atnpplipduit
twhiwyunynipjut hpuyntupp
Ynunwptgyh:

The right to priority of acquisition:

In cases where there is a right to priority
(first refusal right) of acquisition of the
property subject to the agreement, the
person entitled to such right must be
notified in writing about the intention to
enter into an option agreement (including
about the option exercise price and other
conditions) prior to the conclusion of the
option agreement, and such person shall
have the right to acquire the property at
the option price and other option
conditions within the term of the prioroty
specified by the relevant law, other legal
act, contract, company’s charter or other
document. Otherwise, in the case of the
transfer of property pursuant to the option
agreement, the right to priority of
acquisition will be disapplied.




Nupglhun/dwpn b junnwpdwb ghi.

Owghnth qunpnyp owghnth wwjlwbwgpny
twpwnbudws gnpénnnipnibtbpp
Juwnwpbnu hpuyniuph
npudunpdut nhdwug oyghnuh Judwnnnh
Jdwpnud  E wupqhwddwp  (premium):
Owghnth qunpyp wyy J&wpnudp jupng k
Yunnwpby Yubiihl Yud wy gouph wbupny
yujwiwgpny wwhdwijws dwdljbnnud:
NMupgwddwpp  sh Jhpunupdynd, bpk
opkipny wy pwl twhwwnbuqus sk
(ubpwojmy, &pp  owghnuh  wwjlwbwghpp
nsynid £ owghnth  gqnpénnnipjub
dudjtinnid npuinyg vwhdwtjws yuwhwuop
sutipjuyugutint hinbwtpny):

wuwhwloh

Premium and performance price:

The option buyer pays a premium to the
option seller in exchange for the right to
claim performance of the actions specified
in the option agreement. The option

buyer can make this payment in the form
of cash or other property within the period
specified in the agreement. The premium
is not refundable, unless otherwise
provided by law (including when the
option agreement is terminated due to
failure to submit the claim specified
therein during the option's validity period).

Owghnuh wuydwtwgph dniu $htmbumljute

wnwppp juunwpdwi ghut £ (L Jdupdui
Equbwlp) ugh ghtp, npny hpulwiugdling
E wuydwtwgnph wnwplw gnpdwppp:

The other financial element of an option
agreement is the performance price (and
its payment method) - the price at which
the subject matter transaction be
performed.

Nuydwmbiugnph dlp.

Lwhuiwugény twl vwhdwignid E, np oyyghntih

Form of the agreement:

The draft also provides that an option

wuydwbwghpp Yupynud £ pugwnwybtu | agreement shall be concluded exclusively
gpuynp knubwyny: in writing.
Ppugdul dwudEuy/vpuydwd. Execution period/condition:

Owghnuh hpwgdwt Jdwdljbwnp owghnuh
wyuydwbwqph hwenpn kwljut wuwydwbb L
Lwhuwughdp twb pniyjunpnid £ owghnuh
bpugnudp  Juwlk] npnpwih  wwplwbubkph
ypw  hwutbnt  htwn: Uy  phuypnud
yujlwiwgnnmud  whwp £ bt wjb
hwuqudwupubpp, npnug nhypmd tdwb
wuydwtbpp hwdwpynd Bu puupupyws,

husytu twle hudwywwnwupwh

The option exercise period is the next
essential requisite of an option
agreement. The draft also allows to link
exercise of the option to certain
conditions. In that case, the agreement
must specify the circumstances in which
such conditions are deemed to be
satisfied and the criteria or procedure for
determining the relevant date.




wduwphyp npnobnt  swhwuhoubpp  fud

pupugulupgp:
Nuydwinugph nugupkgnid. Termination of the agreement:
‘Lwwugsh hwdwduyl’ owghnuh | According to the draft, an option

wuydwbwghpp hwdwpynud k punupkgqws, | agreement  shall be  considered
Lpp owghnih ginpnp owghnuh Judwnennht | terminated upon the submission by the
ukpjuyughnid oyghnih wwhwly | Option buyer to the option seller of the
(hwdwduyt  wuwplwbwgph): Bpk  tdwb | OPtion claim (as per the agreement). If

wwhwigp sh  UkpYuyugdmd  owghnth such claim is not submitted within the

hpugiut dulkunnid, wupw wuplwbughpp option exercise period, then the

hudwpynud £ jméfus junwplut dudbnh agreement will be deemed terminated
upon the expiration of the execution

wyuwpunhg hkwnn: .
period.

Zuplughl wuyklnbkp. Tax aspects:

Zupluyht tywwnwlukpnyd owghnup | For tax purposes, the moment of providing
wwylwbwgph  hhuwt  Jpw owghnt | the option service by the option seller

Jwgwpnnh ynnuhg owyghntuyht | under the option agreement shall be the
Swnwjnipnil dwnnighnt wuwh L | moment
hudwpynid - when the option buyer submits the
- kpp owghnth qunpyp  owghnth option claim within the option
hpuguwt dudjinnd tkpljujuginid exercise period and
t wuhwhgp, b - if such claim is not submitted, then
- huj bEpk  Wlwh  wwhwby  sh the moment of of expiration of the
ubpjuyugynid, www  owghnuh option period.

dudjtnh wjwpwnh wyuhp:




