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AGREE::\IE~T 

BETWI.:EN Tnl~ GOVER'\:~IKNT OF THE DE:\lOCRATIC 
SOCIALIST REPUBLIC Of' SRI LANKA 

AND 
THE GOVER""r~NT O:F THE ISLA'HC REPLFIlLJC OF 

PAKISTAN FOR THE PRQM9T10N 
AND PROTECTION OF IN\l~STMENT 

The Govermnent of the Democratic Socialist Republic of Sri Lanka 
and the Govermnent of the Islamic Republic of Pakistan hereinafter referred 
to as the Contracting Parties; 

Desiring to create favourable conditions for greater economic co­
operation between them and in particular for investment by nationals of one 
State in the territorv of the other State: 

Recognising the need to protect investments hy nationals and 
companies of both States and to stimulate the flow of capital \vith a view to 
the economic prosperity of both States: 

Have agreed as follows: 

ARTICLE I 

DEFINITIONS 

(a) "inYestment" means every kind of asset established or acquired, including 
changes in the form of such investments invested in accordance with laws of 
the State in the territory in which the investment is made, in particular, 
though not limited to the follm'.'ing: 

(i) movubk and illllllOvabk property and any other plOpelty rights such as 
mortgages, bens or pledges: 

(ii) share.:;, stock and oehentures of compames or interests in the property 
of such companies: 



ARTICLE 2 

API)LICAIULITY OF' TmS AGREEMENT 

(1) This Agreement shall only apply; 

(i) in respect of investments in the territory of Sri Lanka. to all 
investments made by nationals and companies of Pakistan which are 
specifically approved in writing by the Government of Sri Lanka or by 
any of its designated agencies, and upon such conditions, if any, as 
shall be deemed fit. 

(ii) in respect of investments in the territory of Pakistan, to all investments 
made by nationals and companies of Sri Lanka \vhich are specifically 
approved in writing by the Government of Pakistan and upon such 
conditions, if any, as it shall deem fit. 

(2) The proYisions of the foregoing paragraph shall apply to all investments 
made by nationals and companies of either Contracting Party after the 
coming into force of this Agreement ~md to ail investments made by 
Pakistan in Sri Lanka under the Grater Colombo Economic Commission 
Law No.4 of 1978, whether made before or after the coming into force of 
this Agreement and investments made by Sri Lanka in Pakistan after 
1.9.1954 

ARTICLE 3 

PROMOTION AND PROTECTION OF INVESTMENT 

(1) Each Contracting Party shall encourage and create favourable 
conditions for investors of the other Contracting Party to make 
investments in its territory, and admit such investments in accordance 
with its Lmvs and Policy. 

(2) Investment of nationals or companies of either Contracting Party shall 
at all times be accorded fair and equitable treatment and shall enjoy 
full protection and security in the territory of the other Contracting 
Party. 



(iii) claims to money or to any performance under contract having a 

financial value; 
(iv) copyrights, industrial property rights (such as patents for inventions, 

trade marks, industrial designs), know-how, trade names and goodwilL 
(v) business concessions conferred by law or under contract, including 

concessions to search for, cultivate, extract or exploit natural resources. 

(b) "returns" means the amounts yielded by an investment and in par1icular, 
though not exclusively, includes profit. interest, capital gains, dividends, 
rovalties and technical assistance fee. 

( c) "nationals" means: 

(i) in respect of Sri Lanka a person who is a Citizen of Sri Lanka 
according to its laws; 

(ii) in respect of Islamic Republic of Pakistan a person \vho is a Citizen 
of Pakistan according to its laws. 

(d) "companies" means, 

(i) in respect of Sri Lanka Corporations, firms or aSSOCIatIOns 
incorporated or constituted under the law in force in any part of Sri 
Lanka. 

(ii) in respect of Islamic Republic of Pakistan Corporations, finns or 
associations incorporated or constituted under the laws in force in 
any part of Pakistan. 

(e) "territory" means; 

(i) in respect of Sri Lanka the territory which constitutes the Repuhlic of 
Sri Lanka. 

(ii) the tenn Pakistan used in the geographical sense means Pakistan as 
defined in the constitution of the Islamic Republic of Pakistan and 
includes any area outside the territorial waters of Pakistan which 
under the laws of Pakistan and International Law is an area within 
which Pakistan exercises sovereign rights with respect to the natural 
resources of the sea-bed, sub-soil and super-jacent waters". 
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ARTICLE 4 

MOST ,.FA "O('RED-N.\TION I)ROVISIONS 

(1) Sub,iect to the provisions of sub section (2) of this Article and Article 
5, ncithcr Contracting Party shall in its tCITitor~' subject investments 
admitted in accordance with the provisions of !\J'tick 2 or returns of 
naliorwis or COlllpames of the other Contracting Party 10 treatment 
less (~vollrablc tItan [h"l ""hid] it accords to investments III retums of 
its 0','.'11 n~tiQl1als cr companies or to investments or returns of 
national" or C()mn8!1H~S of mw thJT(j Stflte, . . 

(2) 11l\Csti11o..:nt of rwtiollal ,)1' cGmpanies of l:ithcr COlltrading Pany ulill 
the !"'tum'" fht.'td'''om sh!"ll not be entitkd t·) :"ny tr,~ntmcnt (or 
pn\,liege which is nOT avaiiabJe, on n reClprnca i nasis, 1(, 1i1H'silnt'nt" 

or l'dlll'1b (,i' fiati,',nab or companies ,)[ th~ uth..:r CU1ii.raCling Pal'i~, 

ARTICLE 5 

TIle provisions of this Agreement relative to the grant of treatment not less 
fayourable t.han that accorded to the nationals or companies of either 
Contracting Pmty or of any third State shall not be constmed so as to oblige 
one COlltrading Pa! 1)/ to extend to the nationals or companies of the other the 
benefit of any treatment. preference or privilege resulting from: 

(a) any existing or future customs or economic union to which either of 
1 t" 'f'" 1 t,1C ",ontr,ictmg ·'il'iCS 15 or may h:COllle a party, vr 

(b) any international ~!greement or arrangement relating whelly or 
mainly !o taxation or any domestic legislation relating wholly or 
mainly Lo lctXHiion, 



ARTICLE 6 

EXPROPRIATION 

(1) Investment of nationals or companies of either Contracting Party shall not 
be nationalised, expropriated or subjected to measures having etTect 
equivalent to nationalisation on expropriation (hereinafter refelTed to as 
"expropriation") in the tClTitory of the other Contracting Party exccpt for a 
public purpose related to the needs of that Patty in accordilllCe with Law, 
on a non-discriminatory basis and against prompt adequate and effective 
compensation. Such compensation shall amount to the value of the 
investment expropriated ilmnediately before the expropriation or 
impending expropriation became public knowledge and shall include 
interest until the date of payment. Pa),lnents of compensation shall be 
made w-ithout delav and shall be freelv transferable at the official rate of . . 
exchange prevailing on the date used for the determination of value. TIle 
national or compillly affected shall have a right, under the law of the 
Contracting Party taking the expropriation to prompt detennination of the 
illll0unt of compensation either by law or by agreement between the 
pmties and to prompt review, by a judicial or other independent authority 
of that Contracting Partv. of his or its case and of the valuation of his or 

,-. . ' 

its investment in accordance with the principles set out in this paragraph. 

(2) Where a Contracting Party expropriates the assets of a company which is 
incorporated or constituted under the law in force in any part of its own 
telTitory. and in which nationals or companies of the other Contracting 
Party own shares, it shall ensure that the provisions of paragraph (1) of 
this Alticle are applied to the extent necessary to guarantee prompt, 
adequate and effective compensation in respect of their investment to such 
nationals or companies of the other Contracting Party ",-ho are owners of 
those shares. 
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1'.8Ch Lontmcrii~g P~lrty .;;bali in )'Pspect nl ip,·(~<;tnl('nl" £,ll~!ranICf· t() 

naliolJals u! l:uml'<1l!ic'I ui' ti IC utllc! Contrm;ling Pmlv lhe: fi c:e it <1!!~ l'e:l \ ,1' t; lei, 

capitai and of the r~tums from it '.vithout unrcasonabic d.:!ay ~d 011 a non-

discriminatory h<'1sis. 

ARTICI,E 8 

COMPENS~\ TIO~ FOR LOSSES 

Investors of one Contradin¥- ParlY whose investments in the teniLorv of the 
other Contractina Partv suff.:r losses o\\ing to war (if ot!1(:r m .. l1cd conflict, a 
Stafe of nntionil>1ll1'1'2PllCY or civil distU1~~~mces in Ill" tt'nirl.)l"Y of the latter 
Contracting Part\' shall he accorded by the latter Contracting Party treatment, 
no less favourabk than that which the laUer Conlr<,dihg Party ctl:cords to ils 
own im'estors or to investors of any third State. Resulting p:.tymcnts shall be 

fredy transferable. 

ARTICLE 9 

LAWS 

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 Party in which such investments are made. 
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ARTICLE 10 

REFERE~CE TO I':\"TEIl.J.~ATIO~AL CE~TRE FOR SETTLE~IEl\T 
OF INVES'D1K\'T DISP1JT1~S 

(1) Each Contracting Party hereby consents to submit to the Intemational 
Centre for the Settlement of Investment Disputes (hereinafter referred to 

as "the Centre") for settlement bv conciliation or arbitration under the 
- < 

Convention on the Settlement of Investment Disputes between States and 
Nationals of Other States opened for signature at Washington on 18th 

March, 1965 any legal dispute arising between that Contracting Party and 
a national or company of the other Contracting Party concemmg an 
investment of the latter in the territory of the fonner. 

(2) A company which is incorporated or constituted under the law in force in 
the territory of the Contracting Party and in which before such a dispute 
arises the majority of shares are owned by nationals or companies of the 
other Contracting Party shall in accordance \\"ith Article 25 (2) (b) of the 
Convention be treated for the purpose of the Convention as a company of 
the other Contracting Party. If any such dispute should arise, and 
agreement cannot be reached or the dispute cannot be finally disposed of 
within 12 months bet\veen the parties to this dispute through pursuit of 
local remedies or otherwise, the national or company affected having also 
consented in \\-Titing to submit the dispute to the Centre for settlement by 
conciliation or arbitration under the Convention, either party may institute 
proceedings by addressing a request that effect to the Secretary-General of 
the Centre as provided in Articles 28 and 36 of the Convention. In the 
event of disagreement as to whether conciliation or arbitration is the more 
appropriate procedure the national or company affected shall have the 
right to choose. The Contracting Party which is a patty to the dispute 
shall not raise as an objection at any stage of the proceedings or 
enforcement of an award the fact that the national or company which is 
the other party to the dispute has received in pursuance of an insurance 
contract an indemnity in respect of some or all of his or its losses. 

(3) Neither Contracting Party shall pursue through diplomatic channels any 
dispute referred to the Centre unless; 
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(a) the Secretary-General of the Centre, or a conciliation commission or an 
arbitral tribunal constituted by it, decides that the dispute is not 

within the jurisdiction of the Centre, or 
(b) the other Contracting Party should fail to abide by or to comply ,vith 

any award rendered by an arbitral tribunal. 

ARTICLE 11 

DISPUTES BETWEEN THE CONTRACTING PARTIES 

(1) Disputes between the Contracting Parties concerning the interpretation or 
application of this agreement should, if possible be settled through 

diplomatic chmmels. 

(2) If a dispute between the Contracting Parties cannot thus be settled, it shall 
upon the request of either Contracting Party he submitted to an arbitral 

tribunal. 

(3) Such as arbitral tribunal shall be constituted for each indiyidual case in the 
following way. Within two months of the receipt of the request for 
arbitration, each Contracting Party shall appoint one member of the 
tribunal. Those two members shall then select a national of a third State 
who on approval by the two Contracting Parties shall be appointed 
Chainnan of the tribunal. The Chainnan shall be appointed within two 
months from the date of appointment of the other two members. 

(4) If within the periods specified in paragraph (3) of this article the necessary 
appointments have not been made, either Contracting party may, in the 
absence of any other agreement invite the President of the International 
Court of Justice to make any necessary appointments. If the President is a 
national of either Contracting party, or if he is otherwise prevented from 
discharging the said function, the Vice President shall be invited to make 

. the necessary appointments. If the Vice President is a national of either 
Contracting party, or if he too is prevented from discharging the said 
function, the Member of the International Court of Justice next in 
seniority who is not a national of either Contracting Party shall be invited 

to make the necessary appointments. 

._---------
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ARTICLE 12 

SUBROGATION 

If either Contracting Party makes payment under an indenmity it has given in 
respect of an investment or any part thereof in the territory of the other 
Contracting Pmty, the latter Contracting Party shall recognise: 

(a) the assignment. whether under law or pursuant to a legal transaction, of 
any right or claim fi"om the party indemnified to the fonner Contracting 
Patty (or its designated Agency), and 

(b) that the fonner Contracting Party (or its designated Agency) is entitled by 
virtue of subrogation to exercise the rights and enforce the claims of such 
a party, provided that such Contracting Party shall not be entitled under 
tllis paragraph to exercise any rights other than such rights as the national 
or company would have been entitled to exercise. 

The fonner Contracting Party (or its designated Agency) shall accordingly if 
it so desires be entitled to assert any such right or claim to the same extent as 
its predecessor either before a Court or tribunal in the ten-itory of the latter 
Contracting Party or in any other circumstances. If the former Contracting 
Party acquires amounts in the lawful currency of the other Contracting Party 
or credits thereof by assignment under the terms of an indemnity the fonner 
Contracting Party shall be accorded in respect thereof treatment not less 
favourable than that accorded to the funds of companies or nationals of the 
latter Contracting Pam" or of any third State deri"ing from investment "-'... ...... 

activities similar to those in which the party indemnified was engaged. Such 
anlOunts and credits shall be freely available to the fonner Contracting Party 
concemed for the purpose of meeting its expenditure in the territory of the 
other Contracting Party. 
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ARTICLE 13 

ENTRY INTO FORCE DUR-\. TION AND TERMINATION 

(1) TI1is Agreement shall be ratified and shall enter into force on the exchange 
of instruments of ratification. 

(2) This Agreement shall remain in force for a period often years. Thereafter 
it shall continue in force until the expiration of t\velve months from the 
date on which either Contracting Party shall have given written notice of 
tennination to the other. Provided that in respect of investments made 
whilst the Agreement is in force, its provisions shall continue in effect 
with respect to such investments for a period of ten years after the date of 
tennination and without prejudice to the application thereafter of the rules 
of general international law. 

IN WITNESS WHEREOF the undersigned, duly authorised thereto bv their 
f..,. • .' " 

respective Governments, have signed this Agreement. 

DONE in duplicate at Islamabad on this 
1997 in the English Language. 

GO ; NJIENT OF 
OF THE DEMOCRATIC 
SOCH.LIST REPUBLIC 
OF SRI LANKA. 

:J.O"k 
......... ", ... ,' day of December 

, 

~ FOR THE G VER~ lENT 
OF THE ISL,\.\UC 
REPUBLIC OF PAKISTAN. 

I 

Iii 
I . 
r~ 


