
AGREEMENT BETWEeN THE GOVERNMENT OF THE DEMOCRATIC SOCIAUST REPlJBUC OF 

SRI LAN'KA AND TIlE GOVERNMENT OF TIlE REPUBUC OF INDONESIA COSCERNING THE 

PROMO'OON AND PROTECTION OF l'IVESTMFNrS 

The Government of Ihe Democratic Socialist Republic of Sri Lanka and the Government of 
the Republic of Indonesia (hereinafter referred to a, "Contracting Parties") ; 

Bearing in mind the friendly ,rnu cooperative relations existing between the two countries 
and lheir peoples; 

Intending to create favourable conditions for investments by nationals of one Contracting 
P'arly in the territory of the olher Contracting Party on the basis of sovereign equality and 
mutual benefits: and 

Recognizing that the Agreement on the Promotion and Protection of such Investments 
will be conduci ve to the stimulation of investment activities in both countries; 

Have agreed as follows: 

ARTICLE I 

Definitions 

For the purpose of this Agreement: 

(I) The term "investments" shall mean any kind of asset invested by national& of one 
Contracting Party in the territory of the olller Contracting Party, in confonnity with 
the laws and regulations of the laUer, including, hut not exclusively: 

(a) movahle and immovahle property as well as other related property rights such 
as mortgages, privileges and guarantees and any other similar rights; 

(b) rights derived from shares, honds or allY other fonn of illlerest in companies or 
Joint venture in the territory of the olller Coutracting Party; 

(c) claims to money or 10 any perfonnaucc having a fimrncial value; 

(ti) intelJectual property righls, technical processes, goodwill and know-how; 

(e) business concessions conferred by law or under contract related 10 investment 
including concessions to search for or exploit natural resources. 

(2) The Icrm "nalionals" shaJJ comprise with regard to eiUler Contracting Party: 

(i) natural persons having the nationality of that Contracting Party; 

(ii) legal persons constituted under the law of that Contracting Party. 

(3) 'I1le leon "without delay" shaU he deemed to be fulfilled if a transfer is made within 
such period (L'; is nonualJy required hy intcl1llllional financial practices. 

(4) "Territory" shall mean: 

(0) In respeclllf the Repuhlic of Indonesia: 

TIle teJritory of the Republic of Indonesia as defined in it.~ laws, 

(b) In respect of the Govemment of the Democratic Socialist Repuhlic of Sri Lanka: 

Tile territory of the Democratic Socialist Republic of Sri Lanka including 
its territorial waters and the air space above it and other Maritime Zones 
including the Exclusive Economic Zone and continental shelf over which 
the Democratic Socialist Republic of Sri Lanka h,'lS sovereignly, sovereign 



rights on exclusive jurisdiction in accordance with its laws in force, the 
1982 United Nations Convention on Ule Law of the sea and luternational 
Law. 

ARTICLE II 

Promotion and Protection of Investment.~ 

(1) Either Contracting Party shall encourage and create favourable conditions for nationals 
of the oilier Conlracting Party to invest in iL~ territory, and shall admit such capital in 
accordance with its laws and regulations. 

(2) Investmellls of nationals or either Contracting Party shall at all times be accordcd fair 
ami equitable treatment and shall enjoy adequate protection and security in the tCITitory 
of the other Contracting Pany. 

ARTICLE III 

Most.J.'avoured-Nation I)rovi~iom 

(I) Each Contracting Party shall ensure fair and equitable treatmelll of Ule invesunent!i of 
nationals of the other Contracting Party and shall not impair, by unreasonable or 
discliminatory mcasures, the operation, management, m,untenance, nse, enjoyment or 
disposal thereof by 1l1Ose nationals. Each Contracting Party shall accord to such 
invcsunent adequate physical and secnrity protection. 

(2) More particularly, each Contrdcting Party shall accord to such investments treatment 
which in any ca.<;e shall not be less favonrable than that accorded to investments of 
nationals of any Illird state. 

0) If a Contracting Party has accorded special advantages to nationals of any Illird state by 
virtue of agreements establishing customs unions. economic nnions, monetary unions 
or similar institutions, or on the basis of interim agreements leading ID such unions of 
institutions, or by virtue of any international agreement or armngemem relating tu 
taxation such a.~ double taxation etc., that Contracting Party shall not be obliged to 
accord such advant,1ges to nationals of the other Contracting Party. 

ARTICLE IV 

Expropriation 

Eillier COlllracting Party shall not take any mea~urcs of expropriation, nationalization or 
any oUler dispossession, having effcct equivalent to nationalization or cxproprimion against 
Ule investmcnts of a national of the olher Contracting Party except under Ule following 
conditions: 

(a) the measures are taken for a lawful purpose or public pUl]XlSC and under process 
oflaw; 

(b) tIle measures are non discriminatory; 

(c) Ille measures are accompanied by provisions for the payment of prompt, 
adequate aud effective compensation. Such compensation shall amount to the 
fair market value without delay before the measure of dispossession became 
public knowledge. Such m.'lfket value shall be detennincd in accordance willi 
illtemationally acknowledged practices and methods or, where such fair market 
value cannot be determined, it sball be such reasonable amount as may be 



mutually agreed between the Contracting Parties hereto, and it shall be freely 
transferable in freely usable currendes from the Contracting Patty. 

ARTICLE V 

Compensation for Losses 

1. Nationals of one Contracting Party, whose investments in the territory of the other 
Contracting Party suffer losses owing to war or other anned conflict, revolution, a state of 
national emergency, revolt, insurrection or riot in the lerritory of the latlerContmcting Party, 
shall be accorded by the IatlerContracting Party treatment, as regards restitutions, indemni­
fication, compensation or olher settlement, treatment not less favourable than that which 
would be accorded in the same circumstances to its own nationals or nationals of any third 
state, whichever is more favourable to the nalionals concerned. 

ARTICLE VI 

Transfer 

1. Either Contracting Party shall guarantee within the scope of its laws and regulations in 
respect to investments by nationals of the other Contracting Party grant to those nationals 
without delay, the transfer of: 

(a) profits, interests. dividends and other current income; 

(b) funds necessary; 
(I) fmthe acquisition of raw or auxiliary materials, semi fabricated or finished 

products; 
or 

Oi) to replace capital a~sels in order to safeguard Ihe continuity of an investment; 

(e) additional fund~ necessary for the development of an investment; 

(d) fund~ in repayment of loans; 

(e) royal tics or fees; 

(j) camings of natural persons; 

(g) the proceeds of sale or liquidation of the investment; 

(h) compensatiolI for losses; 

W compensation for expropriation, 

2. Such tmnsfer shaH be made al the prevailing rate of exchange on the date of transfer with 
respect to cnrrent transaction in the currency 10 be transferred. 

ARTICLE VII 

Subrogation 

If the in"esUnenl~ of a national of the one Contracting Party arc insured against non­
commercial risks under a system est"lblished by law, any subrogation of the insurer or re­
insurer to the righL~ of !lIe said national pursuant to the terms of such insurance shall be 
recognized by Ute other Contracting Party, provided, however, that the insurer or the re­
insurer shall not be entitled 10 exercise any rights olher lhan the rights which the national 
would ilave been entitled to exercise. 



ARTICLE VIII 

Settlement of Disputes between Nationals and tile Contracting Patties 

(1) Any dispute between a Contracting Parly and a national of the other Contracting Party. 
concerning an invesunenl of the latler in the territory of the fOffiler, be settled amicably 
through consultations and negotiations. 

(2) If such adisputecannotbe settled within a period of six mon ths from the dateofa written 
notification eitJler party requesred amicable settlement, the dispule shall, at the request 
of the national concenled, be submitted eitherlO the judicial procedures provided by the 
Contracting Party concerned or to international arbitration or conciliation. 

(3) Each Contracting Party hereby consenL~ 10 submit any disPll1e ariSing between that 
Contracting Party and a national of Hie other COiltracting Party concerning an invest­
ment oftha.t national in the territory of the fOffiler Contracting Party 10 the International 
Centre for Settlement of Investment Di"'plltes for settlemem by conciliation or arbitra­
tiollunder the Convention on the SettlemenwfInvesUllent Disputes between Stales and 
Nationals of other St.'ltes opelled for signature at WaShington, OC., onI8 March 1965. 

ARTICLE IX 

Settlement of Di~llutes between the Contracting Parties Conceming 
Interpretation and Application of the Agreement 

Disputes between the Contracting Parties concerning the interprelation or application of 
this Agreemell\ should, if possible, be settled through diplomatic channels. 

ARTICLE X 

Applicability of this Agreement 

1llis Agreement shall apply to invesUllents by nationals of Sri Lanka in the territory of the 
Republic oflndonesia which have been previously granted admission in accordance with the 
Law No.1 of 1967 concerning Foreign lnvesUllent and any law amending or replacing it and 
investments by llationals of tIle Republic oflndonesiain the lerrilOry of Sri Lanka which have 
been specifically approved in writing and granted admission in accordaoce with applicabJe 
laws and regulations relating to Foreign InveSUllents in Sri Lanka. 

ARTICLE Xl 

Application of other Provisions 

If the provisions of law of either Contracting Party or obligations nnder international law 
existing at pfC-~ent or established hereafler between the Contracting Parties in addition to the 
present Agreement cont.'lin aregulation, whether general or specific, entitling investments by 
nationals of the other Contracting Party to a treatment more favourable than is provided for 
by the present Agreement, such regulation shall to the extent that itis more favourable prevail 
over the present Agreement. 



(5) 

ARTICLE XII 

Consultation and Amendment 

1. Either Contracting Party may request that consultations be held on any matter concern· 
ing this Agreement. The olher Party sIJall accord sympathetic consideration to the proposal 
and shall afford adequate opportunity for such consultations. 

2. This Agreement may be amended at anytime, if deemed necessary, by mutual consent. 

ARTICLE XIII 
Entry Into J<'orce, Duration and Termination 

1. TIle present Agreement shall cnler into force three months after the date of the latest 
notification by any Contracting Party of the accomplishment of its internal procedures of 
ralil1cation. It sball remain in force for a period of ten years and shall continue in force 
thereafter for another period of ten years and so forth unless denounced in writing by either 
Contracting Party one year beloTe iL~ expiration. 

2. In respect of investments made prior to the date of termination of this Agreement 
becomes effective. the provisions of Article I to xn shall remain in foree for a further period 
of ten years from the date of tennination of the present Agreement. 

IN WllNESS WHEREOF. the uudersigned, duly authorised thereto by their respective 
Govemmenls, have signed this Agreement. 

Done in duplicate al J akarlll on 10 June 1996 in Sinhala, Indonesian and English languages. 

All text are equally authentic. If there is any divergence concerning the interpretation, the 
English text shall prevail. 

for the Govemment of Ihe 
Dem()(:ratic Socialist Republic of 

Sri Lanka. 

LAKSHMA'" KADIRGM1AR 
Minister of Foreign Affairs 

for the Govemment of 
the Repuhlic of Indonesia 

AUALATAS 
Minister of Foreign Affair~ 


