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LEGAL PROVISIONS ON ECONOMIC INSTRUMENTS FOR WRM: 

THE WATER CODE OF ARMENIA 

• Chapter 11 of the Water Code: Economic Instruments and the System

of Payments in Water Relations

• Article 76: Economic Regulation Principles for the Use, Restoration and

Protection of Water Resources, Water Supply and (or) Wastewater

Systems

• The basic principle: chargeable water use

• Water charges shall promote rational use, conservation and

protection of water resources. The charges must be set up at the

adequate levels to provide the following:

• Charges for use of water resources;

• Financing for the restoration and maintenance of water resources;

• Covering the cost of effective water management (including

administration, public awareness, monitoring, planning, and enforcement

activities)
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THE EXISTING SYSTEM
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• Abstraction and environmental (pollution) fees are both regulated by one general permit, 

including conditions for both activities

• 90% of revenues from abstraction and pollution charges, as well as from water-related fines 

and penalties, are allocated to water resources management and monitoring agencies



WATER ABSTRACTION FEES

• Main management objective: to ensure rational use and efficient

allocation of water resources

• Application of the fee: drinking water for households, industrial, irrigation,

fisheries sectors

• Setting the fee rates: Tax Code of the Republic of Armenia (2016)
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Sector

SW, excluding

Lake Sevan, 

€/ 1000 m3

SW, Lake 

Sevan, 

€/1000 m3

GW, suitable

for drinking, 

€/1000 m3

GW, not suitable

for drinking, 

€/1000 m3

Fish farming* 2.29 3.43 2.29 2.29

Industry 1.14 3.43 2.29 2.29

Drinking‐household (excl. local

authorities and water supply

companies)
1.14 3.43 2.29 2.29

Drinking‐household (local authorities

and water supply companies) 0.06 3.43 0.11 2.29

Irrigation 0.00 0.46 2.29 0.00

HPP N/A N/A N/A N/A



ENVIRONMENTAL (DISCHARGE) FEES

• Application: Payments for wastewater discharges into surface water bodies

• Setting the fee rates: Tax Code of the Republic of Armenia (2016)

5

Discharged Pollutants Fee per ton, €

Suspended Particles 12.11

Ammonium Nitrogen 11.66

Biological Oxygen Demand 42.06

Oil Products 467.66

Copper 2340.34

Zinc 2340.34

Potassium 0.23

Chloride 0.07

Nitrites 1169.14

Nitrates 2.51

Total Phosphorous 91.43

Detergents 233.83

Heavy Metal Salts 1169.14

Cyan and Cyanide Compound 1169.14

Other chemical and organic pollutants Amount = AMD 12000 /MACfish

* for discharge of pollutants into Lake Sevan RBD, as well as Hrazdan and Getar Rivers in the territory 

of Hrazdan canyon the rates are doubled (except for public water supply companies)



WHY IS REFORM REQUIRED?

• The total financial revenues /fees collected are very low as compared to 
the full costs of activities that would be required to achieve the water 
management objectives

• For instance, in the case of water abstraction fees:

• The hydropower sector is exempted from paying for the (non-
consumptive) water use

• Water abstraction for irrigation purposes is not charged if water is 
abstracted from surface water bodies (except for Lake Sevan) or in case 
of water not suitable for drinking purpose extracted from ground water 
bodies

• Water abstraction charges for public water supply companies were 
significantly reduced about 15 years ago, and currently compose just 
0.03% of the drinking water tariff

• Until recently, fish farms were paying a symbolic water abstraction fee
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WHY IS REFORM REQUIRED? – 2 

• In the case of pollution fees

• the calculation of the total amount to be paid by each polluter is 

extremely complex as it is based on a very long list of pollutants. 

This complicates both the calculation of the total amount to be paid 

and reporting, levies heavy administrative burden and costs. 

• In spite of this complexity, the current fee does not take into account 

risk considerations and the different vulnerability and environmental 

quality/self-clearing capacity of individual water bodies 

• At a more general level, very low levels of charge rates, as well as the 

unfair distribution of charges among water users’ groups, reveal a poor 

application of the User-Pays and Polluter-Pays Principles, despite the 

fact that this principle is one of the pillars of the current water-related 

Armenian legislation, and also the EU WFD
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THE RATIONALE OF THE REFORM

• Objectives of the reform

• Short-term: revenues from environmental fees must be sufficient to cover all 
environmental protection expenses of proper water management activities 

• Medium- and long-term: revenues generated by Eis for WRM should fully cover 
environmental and resource costs of water abstraction and pollution, as well as 
provide incentives for a more efficient water use and (reduced) pollution

• Priorities of the reform

• The full application of the user-pays and polluter-pays principle. 

• Cost recovery: charge levels and structures will be set so that total annual 
revenues are able to cover the so-called “optimal” water management budget

• Fairness: all groups of water users must be charged in a fair and balanced way, 
applying charge rates closer to the environmental impacts (environmental and 
resource cost) of abstracting water and discharging pollutants. 
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RECOMMENDATIONS TO REACH SHORT-TERM OBJECTIVES

• Abstraction fees are extended to the hydropower sector. The rate is set at 

10% of the water abstraction fee for other water uses

• Abstraction fees extended to fishery farms (fees applied to 50% of overall 

abstracted water, instead of 5%) at water bodies at quantitative risk

• Environmental fees: all rates increase by the factor of 2.5 (discharges into 

Lake Sevan basin, as well as Hrazdan and Getar Rivers) or 5 (discharges 

into Debed, Agshtev, Voghji, Norashenik and Metsamor Rivers), as these 

are water bodies at high risk of poor water quality

• Application of all fees at permit level. 

• Potential additional revenues = 11.8 mln Euro, including:

• Imposing 10% fee on hydropower: 1.1 mln Euro

• Abstraction and pollution fees: 1.5 mln Euro

• Application of fees at permit level: 9.2 mln Euro
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REFORM IS ALREADY HAPPENING, BUT COULD SPEED UP

• Until 2013, all fish farms used to pay abstraction fees only on 5% of overall 
volume extracted

• OECD study on “Facilitating the reform of economic instruments for water 
management in Armenia” implemented through the NPD (under EUWI 
EECCA project) provided recommendations and justifications for increasing 
the fees to fish farms from 5% to 50% of overall abstracted volumes in water 
bodies at quantitative risk

• Following the recommendations, Government Resolution was adopted in 
2013 to increase share of water volumes abstracted by fish farms subject to 
applying water abstraction fee from 5% to 50% in Ararat and Armavir marzes
(administrative districts)

• Later on, the new rule was incorporated in the new Tax Code (2016)

• However, little progress is observed in reforming water abstraction and 
environmental fees in other sectors. Further assistance in this domain 
is required and will be highly appreciated
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THANK YOU FOR YOUR ATTENTION!
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