AGRELNY BEPMUEEN Uhi GUYLMNAEWS Ve 1on
DEMOCRATIC SOCIALIST EEPUBLIC OF SRT LANKA

AND THE
GOVERNEEZNT OF THE PECPLE'S REPUBLIC OF CiHINA
‘ON THE

The Government of tue Republic of Sri Lanka auau the
Government of the People's Republic of China (each hereinafter
referred to as a “ContTecting Party),

DESIERIHG to create favourable conditions for greater
ecoromic co-operation between them and irn particular for jinvest-
ments by nationals and companies of. one State in the Territory

L the other State based on the principles of equality and mutuald
benafit;

EECOGNISING vhat reciprocal encouragement, preumotion aud
rrotection of such investments will be conducive to stimulatiug
business initiative and increasing prosperity in botn sStates;

Have agreed as feollows :

ARQTICLE 1
DEFTNTITIONS

For the purpecses or this Agreement :

1. The term *investment® means every kind of asser permitted

including. though not exclusively, any :
(2) movable and immovsble property and gther
property rigots suck &8s mortgages, usuiruacts,
liens er pledges;

.{b) share, svocik, debenture and similur intercss:z

Sy

in the property of compenies;

{c) claims to mwoney or to any performance wnouer
contract having a financial or econowic voluc;

by each Contracting Perty in accordance with its laws and regulzticos,



) eopriigal, lpeustrial property rights (sucl
as pntents for inventions, trade marks,
industrial design) rights with respect to
know-how, technical processes, trade naumes
and goudwill; and
(¢) business concession conferred by law or usder

conLeney, ifucluedn auy coaccusion Lo v reh
for, cultivate, extriuct or exploit nnlmn«-i
resources including these which are Llounbod
in the maritime zomes over which one ol the
Contructing FParty exerclises the sovereiguty,
sovereign rights or Jurisdiction.

2. Lhe term “returns" meaams monetary return yielded by un
investment including any profit, interest, capital poin, dividend,

royalty or fee.

3. e term “mational" means :

(a) * in respect of the Republic of Sri Lanka any
physical person who is a citizen of the Republic
or $ri Lanka according to its laws;

(b) in respect of the People's Republic of China
any physical person who is a citizen of the
People's Republic of China according to its-laws;

4, The tern “compuny" RDeans :

{(a) in respect of the Republic of Sri Lanka, a
company or other Jjuridical parson incorporated
or constituted and having its seat in its
territory in accordance with its laws;

(b} in respect of the People’s Republic of China,
a company or other juridical perscn incorporated

or constituted and having its seat in its
territory in acceordance with its laws.

ARMICLE 2

SEELICARITITY OF IMID AUsEogan

“ Phiy agreemeatr siall only apply

(a) ir respoct of the investments ir the cexrritery
of the ERepublic of Fri Lapka, to all iuvestmentus



wade by nationals and companies of tihe Teople’:
Hepublic of Chima which are approved ix writiiy
by the competent authority desipgnated vy The
Goverament of the Republic of Sri Lanks und upon
such conditions, if any, as it shall deen fif.

() in respect of invessments in the terricory
of the People's Republic of China, to =211
investments made by nationals and comienies
ol the Republic of sri lLaonks whickh are -pufoven
in writing by The cowpetent &uthority fesignazss
by the Government o the People's Repuoliz oI
Ching ané upon such conmditioms, if aay, as iv
shall deem fit.

2. Dhe provisions of the foregoing peragraph shall apply to all
investments made by natiohals and companies of eituer Contrusting
Party in the territory of the other Comtracting Pacsty, after tae 7th
of September, 4978 in Sri Lanka and after 8th of July, 197¢ ir China

ARTICLE 5
PROMOTION AND PROTECTICN OF INVESTMENT

1. Each Contracting Party sball encourage and create favou-abile
conditions for pationals and companies of the other ventrozoorug: Porty
to make in its territory investments that are ip lins witk ite zeneral
economic policy. '

= Investments approved under Article 2 shall bt zodwiet {a37
and equitable treatuwent and protecticon in accorduance wiln Lpix

ARTICLE 4
EOST FAVOUREZD NATION PROVISIONS

Subject to 4rticles 5, 6 aal 11, neither Contructing
- Party shall in its territary subject investmeats admittes in
accordance with the provisions of Article 2 or returus of
nationals and companies or the other Contracting Perty to
treatment less favoursble than that which it accords to
investments or returns of mationals and companies of any

third State.

LFS]



ABTICLE 5
EXCEPTTONS

The provisions of this Agreement relating %o the grent
of treatment mot less favourable than that acceorded to the
tiopals and companies of any third State shall not be censtrued
s0.as to oblige ane Contracting Party to extend to the rationals
and companies of the other Cantracting Party ‘the bensfit of uny

treatment, preference or privilege resulting from :

{a) any regicnal or international arrengement for
customs, monetary, tariff or trade matters
(including a free trade area) Or any egreement
designed to lead in fulure to such an prrangement;

or

(b) any interpational agreement or arTangement
relating wholly or mainly to taxaticm or any
domestic legislation relating wholly or mairnly
to taxation.

ARTICLE 6
EXPROPRIATION

1. Neither ContrTecting Party shall take any measure of
expropriation, natiopalization or other memsures havizng efrfectT
equivalent to nationalize.tian or expropriation (hereinafter
referred to as expropriation) against tbe investment of nactionals
or -companies of the other Contracting Party unless the neasures
are taken for any purpose autborised by law, om 2 non~discrimi~
patory basis, in accordance with its laws pod aguinst compen-—
cation which shall be effectively realisable and shudil be wdde
without unresscnable delsy. 3Juch compensation shall, subject
to the laws of each Comtracting Party, be the vdu67Mediately
before the expropirafion. The compensation shall be freely
convertible and tra_.z':sqferable.

2. "The legality of any measuxe of expropristion muy at the
request of the mational or company affected .be reviewed by the
competent court of the Cantracting Fariy takipg the measures
in the meoner prescribed by its laws.

3. Where = Contructing Party expropriates the assets of 2
company which is incorporated or constituted under the laws in
force in any part of its own territory, and ip whi cii nationsls



or companies of the other Contracting Party own suausses, it shall
ensure that the provisions of paragraph (1) of this Article are
applied to the extent necessary to guarantee compensation as
specified therein to such natienals or companies of the other
Contracting Party who are cwmers of those ghares.

ARTICLE
COMPENSATTON POR LOSSES

Nationels or companies of cme Contracting Perty whose
investments in the ferritory of the other Contracting Party
suffer losses owing to war or other armed conflict, a state of
national emergency, revolt, insurrection or riot in the territery
of the latter Contracting Party, shall be accorded by the lacter
Contracting Party +reatment, as regards restitution, indemnifi-
cation, compensation or other settlement, if any, no less favour-
able than that which the latter Contracting Parvy accords to
netionals or compsnies of any third State.

b s sb R SLAALLUN

1. Each Contracting Party sball guarantee to naitionals oT
companies of the other Contracting Party the free srunafor in
-aceordance with its laws and regulations apd ona non-discrimi-
patory basis of their capitel and the return {rom any invesiwent,
after payment of taxes, other legal dues and deduction of othaor

reasoneble living expenses spent therein, including :

(2) profits, capital gain, dividenas, royalties,
interests and other current income accruing
from any=investament;

{b) the proceeds of the total or partial liguidation
of any investment;

(c) repayments made pursuant to a loan agreement in
conmection with investments;

(4) licence fees in relation to the matters in
Article A(1)(d); I

(e) peyments in respect of technical assistance,
tochnical service and mapagement fees;

(£) payments in comnecticn with contracting projects;




(g) earnings of natiomals of the other Contracting
Perty who work in connection with an investment
in the territory of the former Contracting Party.

2. Nothing in paragraph (1) of this Article shall affect the
free transfer of compensation-paid under Article 6 of this Agreement.

3. Without prejudice to the paragraph (1) of this Article,
each Contracting Party may in exceptional belance of payments
‘difficulties exercise effectively and in good faith apd for a
limited period of time, powers conferred by its laws.

ARTICLE Y
EXCTIANGE RATE

The transfers reterred to in irticles & to 8 -of this
aAgreement shall be effected at the prevailing market rate in
freely convertible currency on the datve of transfer. 'In the
absence of such a market rate the ofriecial rate of excnange

shall apply.

ARTICLE 10
Lavs

For the avoidance of any doubt, it is declared that
all investments shall, subject to this Agreement, be governed
by the laws in force in the territory of the Contracting furty
in which such investments are made.

ARTICTE 11
FROBIBITIONS AND RESTRICTIONS

The provisions of this Agreement sball not in any way
iimit the right of either Contracting Party to apply prohibitions
or restrictions of any kind or take any other action which is
directed %o the protection of ifs national interests or.ts Tthe
protection of public healt. or the preventisn of diseases and

pests in animals or plants.

. ARTICLE 12
SUEROGATTON

us In the event that either Comtracting Party (or any agency,
institution, statutory body or corporation designated by it) as



& result of an indemnity it has given in respect of an investment
or any part thereof makes payment t0 its own nationals and
companies in respect of any of their claims under this Agreement,
the other Contracting Party acknowledges that the former Cantrac—
ting Party (or any agency, institution, statutory body or
corporation designated by it) is .entitled by virtue of subrogation
to exercise the rights and assert the claims of its own pnationals
and compa.n_j.es. The subrogated right or claim shell not be greater
than the origipal right or claim of the said investor.

2. Any payment made by one Contracting Party (or uny agency,
institution, statutory body or corparation desigasted by it) to
its nationals amd companies shall not afrect the right of such
hationals and companies to make their claims against the other
Contracting rarty in accordance with Article 13.

ARTICLE 13
INVESTMENT DISPUTES

1. Any dispute between a national or company of one Contra-
cting Party and' the other Contracting Party in commection with ap
investment jin the territory of the other Contracting Party shall,
as far as possible, be setvled auwicably through pegotiations bet-
..ween the parties to the dispute.

2. If the dispute cannot be settled through negotiations
within six months, either party to the dispute ghall be entitled
to submit the dispute to the competent court of the Contracting

Party accepting the investiment.

> If & dispute involving the smount of compensation resulting:
from expropriation menticned in Article © cannot be settled within
six months after resort to negotiation as specified in paragraph(-1)
of this Article by the national or Etompany concerned, it may be
submitted at the request of either party toan internatiomal
arbitral tribunsl established by both parties. The provisions of
this paragraph shall not apply if the national or company concerned
has resorted to the procedure specified ip the paragraph (2) of
this Article.

4. The interpational arbitral tribunal mentioned above sghall
be especially constitubted in the following manner : each party
to the dispute shall appoint an arbitraztor. The two arbitravers
shall appoint a third arbitrator as Chairman. The srbitrators




shall be sppointed within two months and the’ Chairnan w:.tmn
four months from the date on which cne party concerned notifies
the other party of ibts submission of the 4digpute to arbitrastion.

5. If the necessary appointuents are not mude .v:.mm cne

pericd specified in paragraph (#), either party way, io the
absence of any ctaer asreement reguest the Chairman of toe
Ternatiooal arbisratvion Institute of the Stociholm Chamber

of Ceamerce %o make the necessary appointments.

&. The arbitral trivunal shall, apart from what is stated
telow, determipe its own arbitral procedures with reference to
the "Convention on the Settlement of Investment Disputes Between
States and Naticnals of Other states® done at Yashington on 18tk

March, 1965.

7. The tribunal shall reach its decision by a majerity of
wvotes,

g. The decision of the zrbitral tribunzl shali be final and
binding and the parties shall abide by and comply with tne terms
of its award.. ’

G Yhe arbitral tribunal shall gstate the besis of its decision .

and state reasons upon the request of either party.

10. Each party concerned shall bear the coat of its own
arbitrator and its representation in the arbitral proceedings.
The cost of the Chairman in discharging his arbitral functicno
and the remaining costs of the tribumal shsll be borme. equally
by the parties concermed. The tribunal may, however, iz its

decisicn direct that a higher preportion of costs shall be borme
byoneoithetwopart:.es, andmsawardshallbebmd:.ngcn

both parties.
11. The provisicns of this Article sasll not prejudice tae:

¢ontracting Parties Lrom using -the procedures gpecified in aArzicle
14 where a dispute concerns the interpretation or appilication of

this Agreement.
ARTICLE 14
IT)ISPUTES BETWEEN THE CONTRACTING TARTIES

1. Ary dispute between the lontracting rarties conceruing
as

the interpretation or apvlication of this Agreement spall,
far as possible, be setcled tirough diplomatic. cenels.

—

——’



If any such dispute-cannot be settled, it suall upoo the
request of either Contracting Party be submitted to arbitratvion.
swhe arbitral tribunal (bereinafter called “tne toibunal®) shall
consist of three arbitrators, one appointed by each Contrucving
Party and the taird, who shell pe the Cheirman oi the tribunal,
appointed by agreement of the Contracting Yarties.

Ze

e withir two months of receipt of the request for arbi‘_cration,’
each Contracting Party shall appoint ome aroitrator, aod within
two months of such appointment of the two arbitrators, the Contra-

cting Perties shall appoint ke third arbitratec.

4. iIf the tribupal sball not.have been constituted within
four months of receipt of the request for arbitrution, eitber
Contracting Party may, in the absence of any other agreement,
ipvite the President of the Intermationsl Court of Justice o
appoint the arbitrator or arbitrators not yet appointed. If the
President is & natiocnal of either Contracting Party or if he is
anable to do o0, the Vice President may be invited o do so. If.
the Vice President is a national of eithsr Contracting Party or

if he is uwnable to do so, the Member of the Internstional Court

of Justice pmext in seniority who is not a national of either
Cantracting Party may be invited to make the Decessary gppointments,
and so on. ‘

c. The tribum=) shall reach its decisi
ecisian a Ez 7
> by a mzjority of

. . The tr%.bunal's decision shall be finasl and the Contracting
Parties shall abide by and comply with the terms of its asaaru.

?- Each Contracting Party shall bear the costs of its own
member (-Jf tl}g tribunal and of its representaticn irc the arbitratien
Proceedings and half the costs of the Chsirman and the remaining
c?s'.:s. The tribunal mszy, however, ip its decision direct that a
bigher proporticn of costs shall be borne oy une of tne Twc
Farties, and Tais award spail be binding on boTta rurties.

&. apart Irom Gic above The TTibunul shell esvuolisn its .l

rules of procedure.

ARTICIE 15
CTHER OSLIGATIGNS

If the legislation of either Contra¢ting Party or inser-
nationzl obligations existing at present or established hereafter
between the Contracting Parties in addition to this Agreement,



+ssuaw 2 ¥ position entitling investments by naticmals of the
other Contracting Party to treataent mere favourabls than is
provided for by this Agreement, such position shall not be arfected
by this Agreement. Eact Conwracting Party saalil observe any
coomjtwent in accordance with its laws additional To those specified
in this Agreement entered into by the Contracting Farty, its
nationals or companies with nstionals or companiecs of The other
Contracting Parsy as regards their investments.

ARTICLE 16
ENIRY INTC PORCE, DURATION AND TERMINATICA

1. Each Contracting Party skall notify the other Contracting
Parvy of the fulfillment of its interpal legsl procedures requii‘ed
for the bringing into force of this Agreement. This Agreement shall
enter inte force on the thirtieth day from the date of the potifi-
cation of the latter Contraciing Party.

2. .. This Agreement shall remain in force for a period of teu
years and shatl continwe iz force tvhereafter unless, after the
expiry of the initial peried of nine years, either Contracting Party
notifies in writing the othar Contracting Party of its intentiun €O
terminate this Agreement. The motice of termination shall become
effective one year afier it hacs been received by the other Cout.=-—
cting Party.
3.7 In respecs of investments made prior to the date when
the notice of termination of this Agreement becomes effective,
the provisions of aArticles 1 to 15 shall remain in torce for a
further period of ten yesars from That date.

TN Wi1pNE3s GMIKEDE the undersigned reénresentatives,
duly authorised sneretc by their respective fovesmnests, niave

signea this aglfeeteii.

JOME i Coacmbc oo 15th march, 1986, in dupliicate, in
the Sinkzla, Caires: and Englisk lunzuecges, all three texts

being equally autkertic. In the case of divergence of
interpretation, the English texv sball prevail.

Por the eovemmer{t of the

For the Government ol ©ac
People's Republiic of Chipa

Demceratic 3ocizlist Zewublic
ol Sri Lanka
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