
AGREEMENT 

DETWEEN THE GOVERNMENT OF THE ISLAMIC 
REPUDLIC Of PAKISTAN AND THE 

GOVERNMENT Of THE ITALIAN REPUDLIC 
ON TilE PI{OMOT I ON AND PROTECT I ON Of 

INVESTMENTS 

The Government or the Islamic Republic of Pakistan and 
the Govcrn~ncnt of lhc Italian Republic {hereinafter 
referred to HS the Contracting Pnrties) 

desiring to est.'\hli s h favourable conditions for improved 
ccnnomic cooperation betwl'en the two Countries, nnd 
e~pcc i 11\ly for inve s tment by nationals of one Contracting 
l'urty in the territory or the ulltcr Contra c ting Party ; end 

uckrwwlcdgin g that offering encouragement nnd mutual 
prott.~clion to such invt.•s\mcnts, ba:;ed on inlcrnationlll 
,\grc<::nlcnls, wi II contrihutc tow~trds sl imulating business 
ventures thnt will foster the prosperity of both 
Contrnct i ng Pa r ties , 

llcrcby huvc ngrced ns l"ollnws : 

lli-:FlNlTION!\ 

f'or thL! purpos e~ of thi s ,\grccmcnt : 

I. The ternr "investment " irrespective of the legnl form 
adopted or the legal system hnving jurisdiction, shall be 
construed to mcnn nny kind of property invested after tst 
Sep•. ~mbei: 1954 by a nnturnl or legal person being a 
nationnl of one Contracting Pnrty in the territory of the 
other, in conformity wi lh the laws nnll regu lnt ions of the 
!alter. 

Without limiting the gencrnlity of the foregoing, the 
term "invt!slrncnt" <:ompris~:s, in parl iculur IJut not 
exclusive I:,•: 

n) movtthle Dnd immovable property, nncl nny other rights 
"in rem" includin g , insofar us they muy be · used for 
inve s tment purpose s , rent guarantee :> on others' property; 



b} shurcs, debentures, equity holdings nnd any other 
negotiable instruments or documents of credit, as wei I as 
Government and public securities in general; 

c) credit for sums of money or any right for pledges or 
services having an economic value connected with 
investments, as well as reinvested income as defined in 
parngraph 5 herenfter; 

d) copyright, commercial trade marks, patents, industrial 
designs. anti other intcllcctu;li and industrial property 
rights, know-how, trndc .secr~::ts, trade nnmes and goodwill; 

e) any right of a financial nature accruing by law or by 
contract and nny licence, concession or franchise issued 
in nccordnnce with current provisions governing the 
cxerci;-;e of business nctivitics, includin~ prospecting for 
cultivuting, extracting nnd exploiting natural resources. 

2. The term "investor" shall be construed to mean any 
natural or legal person being a nutionul of a Contracting 
Party who effected, i;-; effecting or intending to effect, 
investments in the territory of the other Contracting 
Party. 

J. The term "nnturnl person", in reference to either 
Contracting Party, shnl 1 be construed to mean any natural 
per:;on holding lhc nnt ionnlity of lhnl State. 

4. The term "legal person", in reference to either 
Contrncting Party, shall be construed to mean any entity 
established in the territory of one of the Contracting 
Parties, and recognized as legal person in accordance with 
the respective nationnl legislation such as public 
estnblishments, joint-stock corporations or partnerships, 
foundations, or associations, regardless of whether their 
liability is limited or otherwise. 

5. The term "income" shnll be construed to mean the money 
that has yielded or is still to yield by an investment, 
including in particular, profits, interest income, income 
from capital investment, dividends, royalties, returns for 
nssistnnce and technical services nod miscellaneous other 
considerations, including r~investetl income and capital 
gains. 

6. The term "territory" shall be construed to mean, in 
addition to the areas lying within the land boundaries, 
the "maritime zones". The latter nlso comprises the marine 
nnd submarine zones over which the Contracting Parties 
have so~ereignty, or exercise sovereign or jurisdictional 
rights, according to the intcrnntionnl luw. 



PROMOTION AND PROTECTION OF INVESTMENTS 

l. Ooth Contra..:ting Parties ~hnll encourage investors of 
the other Cnntracting Party tu invest in their territory, 
<Lnd .shall autlluriz.c these inv~::slments in tlCCortlance with 
thcir legislation. 

2. lluth Contracting l'nrtics shnll ut nil time:> ensure 
fair and equitable treatment of the investments of 
investors of the other Conlrnct ing Party. Doth Contracting 
Parties slwll ensure thnt the manugcmt:nt, maintenance, 
enjoyment, trnnsformat ion, ccssotion anti liquidation of 
investments effected in their territory by investors of 
the other Controcting Purty, ns well as the companies and 
firms in which these investments have been made, shall in 
no wny be subject to unjustified or discriminatory 
measures. 

[\_RT I CL r: J 

NATIONAL TREATMENT AND TilE MOST FAVOlJilF.D NATION CLAUSE 

~. Doth Contracting Parties, within the bounds of their 
own territory, shall offer investments effected by, anti 
the income accruing to, investors of the other Contracting 
PH-rty rHl lcs~ f11vournl>lc treatment than that uccordcd to 
investments effected by, untl income accruing to, its own 
nationals or investor.-: of Third States. 

2. The treatment nccorucd to the nctivities connected 
with tho investment t>f investors of either Contracting 
Party shnll not be: less fnvourul>lc thun that accorded to 
similar nctivitics connected with investments made by 
their own investors or by investors of any Third Country. 

J. The provisions of paragraphs 1. and 2. of this Article 
tlo not apply to any ntlvnntnges or privileges which one 
Contracting Party grAnts or may grant at some future time 
to Third Stales uy virtut: of its membership in Custom or 
Economic Unions, Common Market associations, Free Trade 
Arens, regional or subreg,ional Agreements, international 
multila~eral economic Agreements, or economic Agreements 
entered into in order to prevent double taxation or to 
facilitate cross-harder trRde. 



COMP~NSAT!ON FOI{ DAMAGES AND LOSSES 

1. Should investors of one of the two Contrncting Parties 
incur dmnagt.:s or losst.:s in their investments in thl! 
t~rritory of the other Contrnctin& Purty, due to war or 
other forms of armeu conflict, states of emergency or 
other similar events, the Contracting Party in which the 
affected investment has l>eeu made shall offer adequate 
compensation. Compensn t ion pnymcnt s shn II be f rce ly 
transferable in convertible currency without undue delay. 

2. The inVe!;tors concerned slwll receive the same 
treatment as the nationals of the Contrncting Party having 
1 i u b i 1 i t y a f\ d , n t a I 1 e v c n t s , s lull l l> e t rea t e d no I e s s 
favourably than investors of Third Stl\tes. 

1\RTICLF. 5 

Ni\TIONALI7.ATION OR EXPROPRIATION 

1. The investments to which this Agreement relates shall 
not be subject to any measure which might limit 
permnnently or tempornrily the right of ownership, 
posscs~ion, cunlrol or enjoyment, save where specifically 
pro v i d c d by I a w u n d by judgement s or or d c r s i s sued by 
Courts or Tribunals having jurisdiction. 

2. tnvestmcnls of jnveslors of one of the Contracting 
Parties shall nut be directly or indirectly nationalized, 
expropriated, requisitioned or subjected to any measures 
hnving similar effects in the territory of the other 
Contracting Purty, cxccpt for public purposes, or natjonnl 
interest·, ngainst immediate full and effective 
compcn:-;at ion nnd on condililHl thul these me~surcs nrc 
lakt::n 011 ll r10n-discrimi11alory hn~;is 1111!1 in conformity with 
nil lcgul pruvi:>ions nntl prucctlurcs. 

l. The just compcnsali"n shull be cquivulcnt to the real 
1nnrket value of tiH: investment immediately prior to the 
mom~nt in which the decision to nationalize or expropriutc 
is nnnounccd or mode public, and shall be calculated 
according to internationally acknowledged evaluation 
standards. Whenever there nrc difficulties in n.scertaining 
the market value, the compcnsntion shall be calculated on 
the basis of the fair npprnisal of the establishment's 
constitutive and distinctive elements as well as of the 
firm's activities, components and results. Compensation 
shall include interests calculated on n six-months LIDOR 
basis accruing from the date of nationalization or 
cxpropr iut io11 to the dat~ of payment. 



Once the compcnsution hus been determined, it shall be 
paid promptly nnd authorization for its repatriation in 
convertible curr~ncy issued. 

4. The provisions of paragraph 2. of this Article shnll 
ulso apply to income from un investment, and, in the event 
of winding-up, to the pro~;eells of liquidution. 

5. If, after the dispossession the assets concerned have 
not been utilized, wholly or piLrtinlly, for that purpose, 
t h c own c r <>r h i s ass i g n e c s u r c c n t i t I e d t o t h c 
rcpun:hai->ing uf the IIS:;ct~ ut market price, on the busis 
of reciprocity. 

ARTICLE 6 

REPATRIATION Of CAPITAL, PROFITS AND INCOME 

1. Ench of the Contracting Parties shall guarantee that, 
after investors have complied ~ith all their fiscal 
obligations, they may transfer the following abroad, 
without undue delay, in uny convertible currency: 

(a) capital and additional capital amounts used to 
maintain and increuse investments; 

(b) net income, dividends, royalties, payments for 
assistance and technical services, interests and any other 
profits; 

(c) the proceeds of the total or pnrtial sale or 
liquidation of an investment; 

(<1) funds to repay loans related to an invc~tment and 
interest lluc thereon; 

(c) remuneration nnd allowances pnid to nationals of the 
other Contracting Party in respect of subordinate work and 
services performed in relation to un investment effected 
in its territory, in the !\mount and manner prescrib.ed .by 
current nationnl legislution nnd regulations. 

2. While considering the provisions of Article J of th~s 
1\greement, tt1e Contruct ing Parties undertake to apply to 
the trans fers mentioned in paragraph 1 of this Article, 
the same treatment that is accorrl~<.l to investments 
erfectcd by investors of Third Stutes, if this is more 
fuvouruble . 

J. Doth Contracting Parties may adopt provisions 
governing the manner of complying with the fiscal 
obligations referr~d to in parugraph 1. nbove. 



ARTICLE 7 

SUBROGATION 

In the event thnt one Contracting Party or any of its 
Institutions has provided un insurnnce guarantee in 
respt!ct of non-commercial risks for investments effected 
by one of its iuvc~tors in the lcrritory of the other 
Cuntracting Party, anu has made payments on the bnsis of 
that guarantee; the other Conlructing Party shall 
recognize the as s ignnaent of the rights of the insured 
investor tu the Conlr ;lt.:ting Party ~uurantor and its 
s ulJro~ilt ion slwll not exceed the oriv. innl rights . ln 
relat i on to the trnnsfcr of payments tu the Contracting 
Party or its Institution l>y virtue of such subrogation, 
the provisions of 1\rliclcs 4, 5 and 6 of this Agreement 
shall apply. 

ARTICLE 8 

TRANSFER PROCEDURES 

Th e transfers referred to in Articles 4, 5, 6 and 7 
shall be cfrcctcd without undue delay nnd, at all events, 
within six months, provided that all fiscal obligations 
hnve been met. Trans fers shall be made in a convertible 
currency at the prevailing exchange rote applicable on the 
date of the transfer. 

SETTLEMENT OF DISPUTES BETWEEN INVESTORS AND TilE 
CONTRACTING PARTY 

1 . Any disputes arising l>etween a Contracting Party and 
the investors of the other, including disputes relnting to 
compensntion for cxproprintion, nationnlization, 
requisition or similur rne11surcs, and disputes relating to 
the amount of the rclev:lllt pnyments, shall be settled 
nmi c nbly, as far as possil>lc. 

2 . In the case that such a dispute cannot be settled 
amicnbly within six months or the date of a written 
application, the investor in question may submit the 
d i s p u t e , a t h i s d i s c r c t i on , f o r s e tt 1 c 01e n t to : 

a) the Contracting Party's Court, at all instances, 
having territorial juri s diction; 

b) an ad hoc Arbitration Tribunal in accordance with the 
Arbitration Rules of the "UN Commission on International 
Trade Law" (UNCITRAt); 



c) the "lntcrnntion;\1 Centre for the Settlement of 
Investnwnt Disputes", for the applicntion of the 
nrbitrntion procedures provided by the Washington 
Convl!nt ion of 18th March 1965 on the "Settlement of 
Investment Disputes bctwcl!ll Stntes und Nationals of other 
Stutes", whenever. or as soon as both Contracting Parties 
have vulidly ucceded to it . 

SETTLEMENT OF DtSPUTES IJETWEgN TilE CONTRt\CTING PARTll::S 

1. Any disputes which may arise between the Contracting 
Pnrtil.!!-i relating to the interpretation nne! application of 
this Agrt:cmc:nt shall, ns far as possible, be settled 
amicably through tliplomutic channels. 

2. In the event thnt thc di.spute cnnnot be settled within 
three months from the uule on which one or the Contructiug 
Parties notifies, in writing, the other Contracting Party, 
th(; dispute shall, at the request of one or them, be laid 
before un ad hoc Arbitration Tribunnl ns provided in this 
Article. 

3. The 1\rbitrntion Tribunal shall be constituted in the 
following mnnner: within two months from the receipt of 
the request for llrl>itratinn. euch Contrncting Party shall 
appoint a member of the Tril>Un!ll. These two members shall 
t hen s c.: 1 e c t a n n t ion a I of a Th i r d State to act as 
Chairman. The Chairman shnll be nppointed within three 
months from the date on which the other two members are 
appointed. 

4. If the appointments have not been agreed within the 
time provided by paragraph J. of lhis Article, either of 
the Contracting Parties, in default of any other 
arrangement, nli\Y apply to the President of the 
Internntionul Court of Justice to make the appointments 
w i t h i n t h r e e mo n t h s • I n t h c ~ v e 11 t t h a t t he P res i den t o f 
the Court is a national of one of the Contracting Parties 
or he is otherwise prevented from discharging the said 
function, the applil.;l\tion shall be made to the Vice­
President of the Court. If the Vice-President is a 
nat iona 1 or one of the Contracting Parties or he is 
equally prevented from discharging the said function for 
uny rcuson, the most senior member or the International 
Court or Justice, who is nol u nationul of one of the 
Contrncting, Parties, shall be invite<! to make the 
a p po i n t nH! n l s . 

5. The /\rbitrntion Tribunnl shall rule with a majority 
vote, nnd its dl.!t;i~dnns ~•llllll l>c binding. noth Contracting 
Purtie~ :;hall pay the costs of their own arbitrator and of 
their own costs at the hearings. The President's costs and 
any other costs shall be divided equally between the 
Contracting Parties . 



The 1\rbitrutinn Tril>unul shnll luy down its own 
procedure:> . 

ARTICLE 11 

RELATIONS DETWEEN GOVERNMENTS 

The provisions of this Agreement shall . be enforced 
irrespective of whether or not diplomatic or consular 
relations exist between the Contracting Parties. 

_ARTICLE 12 

APPLICATIONS OF OTHER PROVISIONS 

l. Whenever any issue is governed both by this Agreement 
and by another International Agreement to which both 
Contracting Parties are parties, or whenever it is 
governc1l otherwise by general intcrnut ionnl law, the most 
favourable provisions, case by case, shall be applied to 
the Contracting Parties and to their investors. 

2. Whenever as a result of lnws, regulations, provisions 
or specific contracts, onl! of the Contracting Parties has 
adopted n more advantageous treatment for the investors of 
the other Contl'acting Party, thnn that provided in this 
Agreement, they shall be ncconh:d tlwt more favourable 
treatmt)nt. 

ARTICLE lJ 

ENTRY INTO FORCE, DURATION AND EXPIRY DATE 

1 . T IIi s As r e e me n t s h a 1 I en t e r i n t o f o r c e o n t he t h i r t i e t h 
<lay uftur the receiving date of the second of the two 
notificntions by which the Contrncting Parties shall have 
notified each other that their constitutional procedures 
for the entry into force of this Agreement have been 
fulfilled. It shall remain in force for an initial period 
of ten yenrs. It sh~ll thereafter continue to be in force 
for further periods of 5 yenrs, unless either Contracting 
Party tccsninntes it by giving prior written notice thereof 
one yenr before any ~xpiry dnle . 

2. In the cnsc of investments effected prior to the 
expiry dntcs of the present Agreement, ns provided in this 
Article 13, the provisions of Articles l to 12 shall 
remain effective for a further five years after the 
aforementioned dates. 



In WITNESS WHEREOf, the undersigned, being duly 
authorised thereto by their respcclive Governments, have 
signed the present ,\grt!ement. 

DONE nt Islam<\bnd, the d1Ly 19th of July 1997, 
in two originals, in the Italian and lTI English languages, 
both texts being equally authentic. 

FOR TilE GOVERNMENT Of 
TilE ISLAMIC REPUDLIC OF 
PAKISTAN 

Afta~:.h•~ Secr~ry 
Minislry of Industries 
and Production 

fOR TilE GOVERNMENT OF 
TilE ITALIAN REPUDLIC 

Pntriz\n Toia 
Deputy Foreign Minister 
Ministry of Foreign Affairs 


