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Amendments to Labour Code of RA
/Specifics to termination of labor

contract with the member of the
executive body of the employer

As per the amendments adopted on 03 May 2023 to the Labor Code of
the Republic of Armenia (RA) (henceforth referred to as "the Code"),
legal entities will have the right to terminate an employment contract
with a member of the executive body - be it an individual or collegial
entity - in a method divergent from labor legislation. The amendment will
allow an employer to terminate the employment contract considering the
specifics defined by the law regulating the relevant field.

The current version of the Code does not specifically outline the
procedure for terminating an employment contract between a legal
entity and a member of the executive body, however, the judicial
practice and laws regulating the field in the RA has established that the
contract entered into with the executive body (be it an individual or
collegial) should be regarded as a unique type of employment contract,
commonly known as a "special" or sui generis contract. This means that
for instance, the, director cannot be considered as a regular employee
because he/she holds a unique status as a corporate body.
Consequently, several provisions of the Code may not be applicable to
the director in practice.

The founders of a legal entity shall have specific powers that enable
them to effectively conduct their economic activities and maximize the
efficient usage of their invested property within the company. This
includes the process of appointing (selecting) a director for the company
and, if necessary, terminating the relationship with the director.*

Hence, by adding a new part 4 to Article 109 of the Code, the legislator
has harmonized the Code with the judicial practice and laws regulating
the field in the RA, thereby establishing a certainty with this regard.

The new regulation clarifies that employers (legal entities) have power
to appoint and dismiss a member of the executive body (be it an
individual or collegial) at their own discretion, without the requirement of
providing any justification for their decision.

* Decision No /6U"V/1896/02/13/ of the Court of Cassation of RA
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