
Agreement 

the Federal Republic of Gerro.ny 

and 

the State of Ku~ait 

for the 

Encouragement and Reciprocal Protection 

of Inveatftlenta 



Th@ Fed@ral R@public of Germany 

and 
the State of Kuwait 

Ih@reinafter referre~ to as the Contracting States), 

desiring to intensify economic co-operation between both States, 

intending to create favourabl@ conditions for investments by 

investors of either Stat@ in the territory of the other State, 

r@cognizing that th@ @ncourag~ment and reciprocal prot@ction of 

such investments will b@ conducive to the stimulation of busi­

ness initiative and to the increas@ of the prosperity in both 

States, 

have agreed as follows: 

Articl@ 1 

Definitions 

For th@ ~urposes of this Agre@ment 

(1) Th@ t@rm "investm@nt" shall mean @v@ry kind of aaBet own@d 

or controlled by an inv@stor of a Contracting Stat@ and invest@d 

or chann@ll@d dir@ctly or indir@ctly in th@ territory of the 

oth@r contracting Stat@ in accordanc@ with the legislation of 

that State, and shall includ@ in particular: 

a) movable and imnovabl@ property as w@ll as any oth@r 

rights in r@n such as mortgages, li@ns, pledges, usufruct 

and similar rights; 

b) shares, stocks and debentures of conpanies or oth@r 

rights or inter@sts in such conpani@s, and securities 
issu@d by a Contracting Stat~ or any of tts investors; 



c I clains to moner such as loan!; or to ae)' perfornanC'e 

having economic ¥alue as~ociated with an investnentl 

dl intellectual and industrial property rights, including, 

but not I irnited to, rights with r",s~ect to <:,opyrights, 

tradel:larks. pafents, industrial desit)ns, know-how, trade 
nar:.es and gor>d",iJl; 

el anr right conferred by la ... or public contract and any 

I ic ... nc ..... arid perr:.irs issued pursuant to lalo.', including' 
rights to prospe<::t. e):plor"!, utract, ... in or utilize 
natural resources, and rights to I:Ianufacture. use and 

se 11 produc t s; 

any alteration of the form in which assets are invested or 

reinvested shnll not affect their character as investMent. 

!2! The term "returns" sha:1 mean amounts yielded by an in\'est­

nent and in particular, thuugh not exclusively, shall include 

profits, dividends. interest, capital gains, royalties or any 

fees and payment in kind. 

i31.The term "investor" 'sha 11 mean 

a) in respect of the Federal Republic of Germany! 

i. Germans within the meaning of. the Basic Law of the 

Federal Republic of Germany; 

ii. any juridical person as well as any commercial or 

other company or association with or without legal 

personality. established, in accordance. with its laws, 
and having its seat in the German territory, irrespec­

tive cif whether or not its activities are directed at 

profit; 



bl in respect of the state of Ku~ait: 

i. natural persons holding the nationality of the State 

of Gu~ait in accordance ~ith the la~s of the State of 
KUto:.Ht; 

ii. any entity. with or without le9al personality. esta­
blished in accordance .. ith the laws of the State of 

Kuto:ait. and havin9 its seat in Kuwait, such as enter­

prlses. cooperatives. partnerships. corporations. 
foundations, companies. firms. establishments. funds. 

organlzations and busi~ess assoclations or similar 
entities, irr~spective of ~hether their liabilities 

are limited or'otherwise; 

iii. th'!! Government of the State of Ku~ait acting either 

directly Or indirectly through the Kuwait Investment 
~uthority (KIA) or its offices abroad, as well as , , 
development funds. agenc"ies or other similar govern-
ment institutions having their seats in Kuwait. 

Article 2 

ERpouragement of Investments 

(1) Each .Contracting State shall in its territory encourage as 

far as possible investments by investors of t.he other Contrac­
ting State and admit such investments in accordance with ita 
legislation. It ~hall in any case accord investora of the other 
Contracting State an~ their investments fair and equitable 
treatment. 

(2) 'Neither Contracting. State shall in any way impair by arbi­

trary or discriminatory measures the management, maintenance. 
use or enjoyment of inveat_nt. in its territory of inveators of 
the other Contracting State. 



!>.rtic:le 3 
-"ational Tredtment and ~"'st Favoured Nation Trp.,ltment 

III Each Contracting State shall ac:c:ord investments made in its 
territOr)" owned or controlled by investers of the other Contrac­

ting State tr"dtment n.)t Ie ... f.1vourable than that ... hich it 

dc:cords in like situdtions to lnvestments of its own investQrs 
or investors of ani third State. ",hiche,"er is the I1IOst fa\"ou· 

rable. 

(2) Each Contracting State shall accord investors of the other 
Contracting State, as regards ~anagement, maintenance. use, 
enjoynent, or disposal of their investr.lentl, means of asserting 
rights thereto, trdnsfers, conpensation. or any other associated 

acth"ity therewith in its territory treatment not less favou­
rable than that ... hich it dccords to itA own investors or to 
in\"estors of any third State, ",hichever is the most f.vourable. 

(3) such treatment ~hall not relate to privileges, benefits or 

incentives ... hieh either Contracting State accords to investors 

of third States on ac:count of its membership of, or as.aciation 

with, any existing or interim agreements leading to a customs or 
.t!'CO\JIomic union, a 'CQmI!lon; narke.t or a free trade area, or a 

monetary union or similar international agreement. 

(41 The treatment granted under thi. Article shall not relate to 

advantClges which either Contl'ar.ting State accord. to investora 
of third states by virtue of an agreement tor th~,avoidance of 

double taxation or other agreement. regarding matter. of taxa­

tion. 

Artic:1e "' 
Protection of Investment. 

(1) Investments by investors of either Contracting State shall 
enjoy full protection a'nd Bf.'Curity in the territory of the other 
Contracting State. 



(2) Investments by investors of either Contracting State shall 
not be exproprIated. nationalized or subjected to any other 

measures having eff.cts equivalent to expropriation or nationali­

zat,on Ihereinafter collecfiv.ly referred to as "expropriation") 

by the other Contracting State except for the public benefit of 

that St.lte and against prol'\(Jt. adequat.e and just compensation 

and on conrlition that such r"""sur.,s are taken on a non-discrinl-

nator~' bas 
aN>] ieat ion. 

a~d in accordanc'!' "ith domestic lalo's of general 

(3) Such conpensation shall be equival.,nt to the fair market­

v.lue of the in~estDent. as deter~ined in .ccordance with reCQg­

nized principles of valuation such as. inter alia. the capital 
invested. replacement ,'alue. appreciatioo. current returns, 

goodwill and other relevant factors, irnmediately prior to or at 

the tine "hen the decision for expropr lat ian was announced or 

became publicly known. whiche"er is the earlier. In the e,'ent 

that the payment of compens4tio~ i~ delayed. such compensation 
shal,l be paid in an amount which w~uld 'put the investor in a 

position not less fa,'ourable than the position in which he would 

have be~n had the compensation been paid immediately on the date 

of expropriation. To achieve this goal the compensation shall 

include interest at the prevailing commercial rate, however; in 

no event less than the current LISOH-rate 'from. the date of 

expropriation until the date of payment. The determination of 

the amount of compensation, in the absence of agreement being 

reached between the'investor aod the host State, shall at the 

request of the in\'estor be referred to arbitration or local 

courts. The amount of compe,nsation finally determined shall be 

promptly paid to the investor in freel::, convertible currencies 

and allowed to be freely transferred without dela::,. 

(41 The provisions of this Article shall also apply to the 

current returns from an invesfment as well as, in the event of 
liquidation. to the proceeds from liquidation. 



(51 ln~estments of either Contra~ting Stat~ or any of its inve­

stors shall not be subjecterl to sequestration, confiscation or 

any similar measures sa~e with due pro~ess of law. 

'\rti~Je 5 

Compensation for Damage or ~,s~. 

(II l'ihen in,"estments made by in'"estors of either Contrilcting 

State suffer losses owing to ~ar, other arDed conflict, a state 

of national emergen"Y, revol to insurrection, riot' or other 

si~ilar events in the territory of ~he other Contracting State, 

they shall be accorded by the latter Contracting State treat­

ment. as regards restitution, indemnification, compensation,' or 

ather 5ettlement, not less favourable than thilt which the latter 

Contrdcting State accords to its own investo.rs or to investors 
of dn}" t.hird St.lte, whiche"er is the most favourable. Resul ting 

pa}·r.ents shall be freely t~an8fera.ble without delay. 

(21 l'iithout prejudice to paragraph (II of this Article, inve­

stors of one Contracting State who in any of the events referred 

tocin that paragraph sutfer damage or loss in the territory of 

the other Contracting State resulting from: 

a) requisitioning of their property by its forces or authori­

ties, 

bl destruction of their property by its forces or authori­

ties which was not caused in combat action or was not 

required by the necessity of the situation, 

shall be accorded just and adequate compensation for the damage" 

or loss sustained during the period of requisitioning or as a 

result of the destruction of the property. 



Arti.cle 6 
Free Transfer 

III Each Contractin9 Stilte shall guarantee to in\'estors of the 
other ~Qntrar.ting Stat~ the fr~e tro!ln~fer t)f pa}"ments in connec­
tion ~ith an investment, in particular: 

011 of the prin~ipal and additlon,,1 amounts to ~aintain or 
incre<ose th~ ilw'!Ostr..ent; 

bl of th~ returns; 

dl of royalties and fees for the rights referred to in 
Article 1 III dl; 

el of the proceeds froM the liquida~ionor the sale of the 
whole or any part of the investment; 

f) of the earnings of nationals of the other Contracting 
State deriving from their ~ork and serviCe in connections 
with an investment in its territory; 

gl of amounts spent for the management and maintenanCe of 
the investment; 

hI' of compensations referred to in Articles 4 and 5; 

il of pa~ents referred to in Artiple 1. 

(21 The~e transfers shall be made without delay at the appli­
cable rate of exchange. 

(3) The rate of exchange ahall correspond to the cross, rate 
obtained froa those rates which would be applied by the Interna­
tional Monetary Fund on the date of payaent for converaions of 
the curreneies concerned into Special 2!awing Rights. 



Article 7 

Subrogatic>r. 

If ~Lth~r , Contracting Stat~ makes pay~ent to any of its inve­

stors und~r a guarante~ it has assu~~d in respect of an invest­

m~nt or.any part thereof in the territory of the other Contrac­

ting State or has otherwise become ·subro9ated to any of the 

r i'Jht s of such investors "i th respect to such illvestr;"~nts, t h~ 
latter Contracting Stat~ shall recognize : 

al the right of the other Co~tracting State arising from such 

subrogation, ~hether under la" or pursuant to a legal trans­
action, and 

bl that the other Contracting State ·is entitled by virtue ot 

subrogation to enforce such rights to the sarne extent as its 

predecessor in title . 

il.rticle 8 

S~ttlement of Disputes betw~en a Contracting State and· an In\'e­
·stor 

(1) Any investment dispute betw~en a Contracting State and an 

investor of the other Contracting Sta.te should as far as pos­

sible ·be settled amicably between th~ parties in dispute. 

(2) If the dispute cannot be settled within six months of the 

date when it has been raised by one of the .parties to the dis­

pute, it shall, at the request ot the investor of the other 

Contracting State, be submitted for c~nciliation or arbitration 

as" the Contracting State and the· investor oay. ha\'e previously 

agreed. ~n the absence of such a special agree~ent, .the dispute 

shall be submitted at the request of the investpr for cancilia­

tion or arbitration under the . Convention ot 18 March 1965 on the 

Settlement ot Investment Disputes b&tween States and Nationals 

of Other States (Convention 1965). 



(31 The a~ard shall be binding and shall not be subject to any 

appeal orrenedy other than th~se f.rovided for in the Convention 

1965. The a~ard shall be enforced in a~r.ordan~e ~ith do~estic 

I a'". 

14) During arbitration pro~p~dings or the enforcenent of an 

a~drd. the Contracting State in~olved in the dispute shall not 

raise a~ a defense: 

a) its innunit¥, 

bl t~e objection that the investor of the other Contracting 

State has received co~pensation under an insurance con­

tract in respect of all or part of the damage.or loss. 

( 5 I I n case the Con~'ent ion 1965 is not appl ica bl e. then the 

in~·est",,.nt dispute shall a,t the request of the investor be sub­

mitted for settlement by an ad' h6c arbitral tribunal. Such arbi­

tral tribunal shall be established as follows: 

a) The arbitral tribunal shall consist of three .arbitrators. 

Each state shall selec~ an arbitratoi. These two arbitra­

tors shall appoint by mutual agreeme·nt a chairman ~ho 

shall be a national of a third State ~hich has diplomatic 

relations with both Contracting States. The·arbitrators 

s.hall be appointed within two· months from the date ~hen 

one.of the parties to the dispute informed. the other of 

its intenti"on to· submit tbe dispute to arbitration. If 

the appointments are not made within the period mentioned 

above. either party may invite the Chairman of the Arbi­

tral. Institute of the Stockholm Chamber of Commerce to 

make the required appointment within two months. 

b) The arbi.tral tribunal shaq reach its dec~sion by a 

majority of votes. Its award shall be final and binding 

on both parties to the dispute. and shall be enforced in 

accordance with domestic laws. 



Cl The arbitral a~ard shall be Made in accordance with the 

provisions of this Agreement and the general rules of 

international law as well as the domestic laws of the 
Contractin9 State conc~rned. 

dl Each party to the dispute shall bear the cost of its 

arbitrator and of its counsp! 1n the arbitral procee­

din'Js. The costs of the chairnan and .the r..,rna1ning costs 

of t.he pr')ceediug" shall be borne in equal parts. by both 

parties to the dispute unless the trlbunal decides other-
,,;ise ~ 

161 XO Contracting State shall gh'e diplOMatic protecti"n, or 

bring an international daiM, in respect of a dispute which one, 

of it s in"estors and the other Contrat:ting St.ate shall have 

consented to. submit or shall have.. submitted to arbitration under 

the Convention 1965. unless such other Contracting State shall 
have failed to abide by an.d co!"ply "'it.h the award rendered in 

such dispute. 

(7) DiplOMatic protection. for the purposes of paragraph (6), 

shall not include informal diplom.;otic exchanges for the sole 

i!itl~ose of facilitatinq ca settlement of the dispute. 

Article 9 

Settlement of Disputes between Contracting States 

1l1 . .Any dispute between the Contracting States concerning the 

interpretation or application of this Agreement shall be settled 

as far as possible through friendly consultations by both Con­

tracting States through diplomatic channels. 

(21 If a dispute cannot thus be settled within six months it 
shall, upon the request of either'Contracting State. be submit­
ted to an ad hoc arbitral tribunal in accordance with the provi­
sions of this Article. 



(3) The arbitral tribunal shall be constituted as follows: each 

Contracting State shall appoint one ~ember, and these two mem­

bers shall agree upon a national of a third State as their 

chairman to be appointed by the go~ern~ents of the two Contrac­

ting States. such members shall be appointed within two months, 

and such ~hairman within three months from the date on which 

either Contracting State has inforned the other Contracting 

State that it intends to sub~it the dispute to an arbitral 

tribunal. 

(~) If the periods specified in paragraph 3 above ha\'e not been 

ubsen'ed, either Contracting State may, in the absence of any 

other arrangement, in~ite the President o~ the Internatipnal 

Court of Justice to make the necessary appointments. If the 

President is a national of either Contracting State or if he ia 
other ... ise prevented from discharging the said function, the 

Vice-President shall be invited to make the necessary appoint­

ments. If the Vice-President is a national of either Contracting 

State or if he, too, is preve.nted from discharging the said 

function, the member of the Court next in seniority who is not· a 

national. of either Contracting St~te sha11 be in~ited to make 

the necessary appointments. 

(5) The arbitral tribunal shall take its decision by a major.it:t 

of votes. Such decision shall be binding. Each Contracting St~te 

shall bear the coat of its member and of its representatives in 

the arbitral proceedings; the cost of the chairman and the remai­

ning costs s'hall be borne in equal parts by the Co.ntracting 

States. The arbitral tribunal may.make a different ruling concer­

ning costs. In all other respects. the arbitral tribunal shall 

determine its own procedure. 



Article 10 

Relat,ions bet .. een Contracting States 

The provisions of this Agreement shall appl~' irrespective of the 

existence of diplomatic or consular relations between the Con­

tracting States. 

Artie Ie 11 

Oth .. r Rules 

(1) If the legislation of either Contracting State or obliga­

tions under international law existing at present or established 

hereafter between the Contracting States ' in addition to this 

Agreement contain a regulation, whether general or specific, 

entitling investments by investors of the other Contracting 

State to a treatment more favourable than is provided for by 

this Agreement, such regu!ation &hall to the extent that it is 

morl!! favourable preva il over thi"s Agreement. 

(2) Each Contracting State shall obser~e any other obligation it 

auly-,have entered intciwitb regard to invest_nts in its terri­

tory by investors of the other Contracting State. 

Article 12 
Appl ication 

Th1s Agree~ent shall also apply to invest.ents nade prior to its 

entry into force by investors, of either Contracting State in the 
territory. of the other Contracting State and accepted in accor­

dance with ~he respective legislations of either Contracting 
State. 



.~rticle. 13 

Entrr into Force 

III This Agree~ent shall be ratified; the instru~ents of ratifi-

("atilln sh"ll be e~o::hanged at ... $.o.~!", ................. . 

(1) This AgreeMent shall enter int.o forr.e one nonth after the 

dat.., of exchange Ilf the inst.rul'I<'nts of ratification. 

Article 14 

Duration and Termination 

11) This Agreement shall remain in Corce for a period of (15) 

fifteen years and shall continue in force thereaCter for the 

same period or periods of time unless, one ~ear before the 

expiry of the initial or anr subsequent period, either Contrac­

ting State notifies the otber contracting State in writing of .' . 
its intention to terminate the Agreenent. 

(2) In respect of investments made prior to the date when the 

notice of termination of this .lIgreement becomes effecti';e~ the 

provisions of this Agreement shall continue. to be effective fot!' 

a · further period of (201 twenty years frOID the date of termina­

tion of this Agreement. 



Done atl.("' ..... ~l this "'t~ .... :t ,AQ~ day of S~"' .... w~L ' 
corresponding to :10 ~ day of hcvtEi' 
in duplicate in the G'erman. Arabic and Engli.h language., 

1414 4. 
199 '-t , 
all 

texta being authentic. In case of divergent interpretation of 

the German and Arabic texts. the English text sh~ll'prevail. 

For the For the 

Federal Republic of Germany State of Kuwait 

" 
j (-

t~/ ,. ,."r /~"': .... ~ --"" -.". -' .. 


