
AGREEMENT 
-, ... -~ . -.~---

BETWEEN THE GOVERNMENT Of THE ISLAMIC 
REPUBLIC OF PAKISTAN AND THE 

GOVERNMENT Of TIlE ITALIAN REPUBLIC 
ON THE PROMOT I ON AND PIWTECT I ON Of 

INVESTMENTS 

Tile Government or tile tslamic Republic of 
the Government uf th" Ita I illn Republ ic 
referred tu liS the Cuntracting Pllrties) 

Pakistan and 
(hereinafter 

desiring to est .'ltJlish favourable conditions for improved 
eCOllonlic cooperutioll between the two Countries, and 
especill\ty for investment by nlltionals of one Contracting 
Party in the territory of the uLher Contracting Party; and 

ncknowle<iging that offering encourageillent lind mutual 
protecl ion to sudl inv<':;\ments, bll~ed on internat ional 
l\grcclIlenls, will conlrihule towllrds slimulating business 
ventul'es thilt will fusler lhc prosperity of both 
Conlr'l~ting Parties, 

Il~reby huve ngreed i\$ I'ollnws: 

1l1':1' I N J T JON:; 

For the purpose ... of thi ." I\greelllent: 

1, The terlll' "investment" irrespect lve of the legal form 
adopted or the legal system hllving jurisdiction. shall be 
construed to IIICIIII IIny kind of property invested after tst 
SCI'I.ember 1954 by a nllturnl or legal person being II 

lIalionol of one Contracting i'lIrty in the territory of the 
other, in conformilY wilh the laws nnt! fegulutiolls of the 
lulter. 

Without limiling the gcncTlllity 
term tlinvcslmcfll" comprises, in 
exclusively: 

of t he foregoing, the 
parliculUT but not 

II) movahle nnd immovahle property, nnd nny other rights 
"in relll" including, insofar us they rnuy be · used ror 
illvestment PllfllDSe!, renl gU11rnntees on others' property; 



b) shure:;, debenturc~, equity holdings and any other 
negotiable instruments or do~umenls of credit. as well 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 
paragrllph 5 hereafter; 

dl copyright. commercial trnde marks. patents. industrial 
des igns. and othe r intc Ilectuill and indust rial property 
rights. know-how, trnde .secrets, trade nnmes and goodwill; 

e) any right of a financial nature accruing by law or by 
contract and any licence, concession or franchise issued 
in accordnnce with current provisions governing the 
exerci:;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, is effecting or interlding to effect, 
investments in the territory of the other Contracling 
Party. 

J. The term "natural person", in reference to either 
Contracting Party, shall be construed to mean any natural 
persoll holding lhe nllt ionlllity of lhol State. 

4. The term "legal person", in reference to either 
Contracting Party, sllall 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 nationol legislation such as public 
establishments, joint-stock corporations or partnerships, 
foundations, or associations, regardless of whether their 
liability is limited or otherwise. 

5. The term" income" sha II be cons t rued to mean t he money 
that has yielded or is still to yield by an investment, 
including in pnrticular, profits, interest income, income 
from capital investment, dividends, royalties, returns for 
assistance and technical services and miscellaneous other 
considerations, including reinvested income and capital 
gains. 

6. The term "terri tory" shall be construed to mean, in 
addition to the areas lying within the land boundaries, 
the "mnritime zones". The latter nlso comprises the mnrine 
lind submarine zones over which the Contracting Parties 
have sovereignty, or exercise sovereign or jurisdictional 
rights, accord ing to the intel"rlftt ionnl Illw. 



PROMOTION ANO PROTECTION Of INVESTMENTS 

I. [loth Contrll<:ting Parties Ilhnll encourage investors of 
the other C,)nlracling Pllrty tu invest in their territory, 
and shall authurize these investments in IIccordance with 
theil' legislation. 

2. lIolh C<lntraeling 1'lIrlie,; shllll III 1111 tillies ensure 
fair and equilable treatment of the investments of 
investors of the other Conlrllcting Party. floth Contracting 
Parties shall ensure thnt the management, maintenance, 
enjoyment, t ransformal iun, cessllt ion and I iquidat ion of 
investments effectecl in lheir territory by investors of 
the other Contrllcting Party, liS well as the companies and 
firms ill wllich these inveslments have been made, shall in 
no wny be subject to unjuslified or discriminlltory 
measures. 

ARTICLE J 

NATIONAL TREATMENT AND TilE MOST fAVOlJltED NATION CLAUSE 

). Doth Contracting Parties, witllin the bounds of their 
own territory, shall offer investments effected by, and 
the income accruing to, investors of the other Contracting 
Party IlO less fllvourllble trelltmenl thlln that accorded to 
investlnunts effected by, Ulld illcome accruing to, its own 
nalionllis or investor.'{ uf Third States. 

2. The treatment nceorLlt:d to the nctivities connected 
with tho investment of investors of either Contracting 
Party shnll not be less fuvourublc thun thut accorded to 
similar activities 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 
do not apply to any ndvnntuges or privi leges which one 
Contracting Party grants or may grunt at some future time 
to Third States by Yirtu~ of its membersllip in Custoln or 
Economic Unions, Common Market associations, Free Trade 
Areas, regional or subregional Agreements, international 
multilat~ral economic Agreements, or economic Agreements 
entered into in ordcr to prevent double taxation or to 
facilitatc cross-horder trade. 



COMI'ENSAT I ON FOI{ DAMAGES AND LOSSES 

1. Should investors of one of the two Contracting Parties 
incur dllmag<.:s or loss<.:s in their investments in the 
territory of the other Contracting Party, due to war or 
other forms of armed confl ict, states of emergency or 
other similar events, tIle Contracting Party in which the 
affected investment hns been 1II/I(.1e shall offer adequate 
coolpensiltion. Compenslltion payments shall be freely 
transferable in convertible currency without undue delay. 

2. The investors cOllcerned s111111 receive the same 
treatmellt as the lIatiollals of the Contracting Party having 
liubility ard, at all events, shill I be treated no less 
favour llbly thall investors of Third States. 

I\RTICLF. S 

NI\TIONI\LlZATION OR EXPROPRIATlON 

I. The investments to which this Agreement relates shall 
not be subject to any measure which might limit 
permallent ly IH tempornri Iy thc right of ownership. 
posSt:SSiOIl, cuntrol or enjoyment, save where specifically 
provide(l by law lind by jUllgemcnts or orders issued by 
Courts or Tribullals huvillg jurisdiction. 

2. Investments of investors of one of the Contract ing 
Parties shall nut be directly or indirectly nationalized, 
cxpropriated, requisitioned or subjected to any measures 
having similar effects in the territory of the other 
Contrnct ing Pnfty, except for publ ie purposes, or natjonnl 
interest·, against imlllediate full and erfective 
COfnpensat ion nnd Oil c.:ond it ion thlll Lhese mellsurcs lire 
laken <)11 II 'IOn-liisc.:rilllillalOfY hll~;js ""d in conformity with 
nil leglll provisiolls /1,"1 procedures. 

J. The just compensation shull be c'luivnlenl to the reo.l 
Inluket villue or the investment illlnietliately prior to the 
mom~nt in which the decision to nationalize or expropriutc 
is IInnounced or mode publ ie, anti shall be calcu lo.ted 
according to internationally acknowledged evaluation 
stontlllrds. Whenever there arc difficulties in Ilscerto.jning 
the market value, the compensation shall be calculated on 
the basis of the fair ill'prllisal of the establishment's 
constitutive and distinctive elements as well as of the 
rirm's activities, components and results. Compensation 
shull include interests c.:alculated on a six-months LIDOR 
basis accruing rrom the dale of nationalization or 
expropr iut iOIl to the date or payment. 



Once the compensation hus been determined, it shllil be 
paiu promptly anu authorization for its repatriation in 
convertible curr~ncy issued. 

4. The provisions of paragraph 2. of this Arti 'cle shall 
also apply to income from un investment, and, in the event 
of winding-up, to the prot:eeus of I iquidut ion. 

S. If, after the dispossession the assets concerned have 
not been ut i I ized. wholly or p/Lrt inlly, for thnt purpose, 
the oWller or his ussignee:; nrc entitled to the 
rCl'urt:haliing of lhe IIs :; cl,; ul markel price, on the basis 
of ret:ip.[ocity. 

ARTICLE 6 

REPATRIATION Of CAPITAL, PROFITS AND INCOME 

I. Each of the Contracting Parties shall guarantee that, 
after investors have complied with all their fiscal 
obligalions, they may transfer the following abroad, 
without undue delay, in nny convertible currency: 

(n) capital and additional capital amounts used to 
mnintain and increase inveslmerlts; 

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

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

(d) funds to repay loans related to on investment and 
interest due thereon; 

Ie) remuneration and allowances paid to nationals of the 
other Contracting Party in respect of subordinate work and 
services perfornled in relation to nn investment effected 
in its territory. in the amount and manner prescrib.ed.by 
current nationnl legislution and regulations. 

2. While conSidering the provisions of Article J of this 
Agreement, the Contrnct ing Part ies undertak.e to apply to 
the transfers mentioned ill paragraph I of this Article, 
the same treatment that is accord~d to investments 
erfected by investors or Third Stutes, if this is more 
favouruble . 

J. Doth Contracting 
governing the manner 
obligations referr~d to 

rarties may adopt provisions 
of complying with the fiscal 
jn parugraph 1. above. 



ARTICLE 7 

SUBROGATION 

In the event tllnt one Contracting Party or any of its 
Institutions hilS provided Ull insurnnce guarantee in 
respect of non-commercial risks ror investments effected 
by one or i ts illvestor.~ in the lerd tory of the other 
Co.)ntrilcting Party, anu hus mnde payments on the basis or 
that guarantee; the other Cuntracting Party shull 
recugni'l:e the assignment or til<! rights or the insured 
investor to.) lh" COlllrilcting !'nrlY gUllrantur /lnd its 
suhrog"tion sh"ll nllt exceed the ol'il'.inlll rights. In 
relutiun to til" trlln"fer uf payments tu the Contructing 
Party or its Inst i tut illn by virtue or such subrogat ion, 
the provis ions of Art ides 4. 5 /lno G of this Agreement 
shall apply. 

ARTICLE 8 

TRANSFER PROCEDURES 

Tile lransrers rererred to in Articles 4, 5, 6 and 7 
shall be efrected witlluUt undue deluy nnd, at all events, 
within six months, provided that all fiscal obligations 
hove been met. Transfers shall be made in a convertible 
currency at the prevai I ing exchange rute appl icable on the 
dnte of the transrer. 

SETTLEMENT OF DISPUTI':S m'1"WEEN INVESTORS AND TIlE 
CONTRACTING PARTY 

1. Any disputes arising between a Contracting Party and 
the investol's or the other, including disputes relating to 
cOl1lpellslltion ror expropriation, nationalization, 
re'luiRition or ~i",ilnr '"CIIHUres, 1"111 disputes relating to 
the nmount of the relevant payment~, shall be settled 
ftlnicably, ftS far as possible. 

2. In the cnse that such a dispute cannot be settled 
arnicn!>ly within six months or the date of a written 
application, the investor in question may submit the 
dispute, at his discretion, for settlement to: 

a) the Contracting Party's Court, at all instances l 
having territorial jurisdiction; 

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



c) the "lnternntionnl Centre for the Settlement of 
Investlllent Di.sputes", for the appl icnt ion of the 
nrbi trat ion procedures provided by the Washington 
Convention of 18th March 1965 on the "Settlement of 
Investment Disputes between States and Nat ionals of other 
States", wherlever. 01' n5 soon 8S both Contracting Parties 
have vnlidly ucceded to it. 

SETTLEMENT OF DISPUTES IlETWEI,N TilE CONTR/\CTING PARTI"S 

1. Any disputes which lIIay arise between the Contracting 
Partie" relllli,,~ to the illterpretntion lind applicl\tion of 
this Agre:clIlI:nt shall, liS fllr as possible, be settled 
alllicably through lliplonlutic channels. 

2. In tile event thnt tho.: dispute cannot be settled within 
three month.~ frolll the Linte on which aile of the Contract illg 
Purties notifies, in writing, the other Contracting Party, 
the dispute shall, at the request of one of them, be laid 
before un ad hoc Arbitration Tribunal a" provided in this 
Article. 

3. The I\rbitrntion Tribunal shall be constituted in the 
following manner: witllin two months from the receipt of 
tIle request for nrbitratiulI, euch Contrncting Party shall 
appoint a member of the Tribuntd. These two members shllil 
then s<!lect a nnt ional of a Thi rd State to act as 
Chairman. The Chairman shall be nppointed within three 
months from the date on which the other two members are 
appointed. 

4. If the appointlllents have not been agreed within the 
time provided by paragraph J. of tllis Article, either of 
tile: Contracting Partics, in default of any other 
arrangement, mllY apply to the President of the 
Internntional Court of Justice to mllke the appointments 
within three months. In the event that the President of 
tIle Court is a national of one of the Contracting Parties 
or he is otherwise prevented frolll discharging the said 
function, the appliclltion shall be made to the Vice
President of the Court. If the Vice-President is a 
national of one of the Contrllctins Parties or he is 
equally prevented Crom dischnrgins the said Cunction for 
nny rcason, the 0I0st senior member of the International 
Court or Justice, who is not u natlonul of one of the 
Contracting Purties. shall be invited to make the 
appointllll!flls. 

S. The IIrbitrlltion Tribunnl shall rule with II majority 
vote, nnd it" lIco.:i"inns "hnll be binding. noth Contracting 
Purt ies ,;hall pay the costs of their own arbi trator and of 
their own costs at the Ilcarings. The President's costs and 
any other costs shall be divided equally between the 
Contrllcting Pnrties. 



The I\rbitratinn Tribunul sl1l1l1 lay down it~ own 
procedures. 

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 Contructi'lg Parties . 

. ARTICLE 12 

APPLICATIONS OF OTIIER PROVISIONS 

1. 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 
governc(l otherwise by general internat ionnl law, the most 
favourable provisions, case by case, shall be applied to 
the COlltracti'lg Parties and to their investors. 

2. Whenever us a result of laws, regulations, provisions 
or specific COJltracts, Dnc of tIle Contracting Parties has 
adopted a more advantagcous treatmenl for the investors of 
the other Cont(acting Party, than that provided in this 
Agreemcnt, they shall be lIccordcd thnt morc fllvouruble 
trentmcnt. 

ARTICLE 13 

ENTRY INTO FORCE, DURATION AND EXPIRY DATE 

I. Tills Agreenlent shall enter into force on the thirt ieth 
day uftur the receiving dute of the second of the two 
notificlItions by wllich the Contrncting Parties shull have 
notified each other that their conslitutional procedures 
for the entry into force of this Agreement have been 
fulfilled. It shall remain in force for an initial period 
of ten year~. 1 t shIll I thereafter cont inue to be in force 
for fUJ· ther periods of 5 years, unless either Contracting 
Party tC(lJIinlltes it by giving prior written notice thereof 
onc year before any expiry dale. 

2. In the case of investments effected prior to the 
expiry dntes of thc present Agreement, liS provided in this 
Article 13, the provisions of Articles 1 to 12 shall 
remain cfft!ct ivc for A furlher five years after the 
nfore,nentioned dates. 



In WITNESS WHEREOF, the undersigned, being 
authorised thcreto by tllcir respective Governments, 
s ignecl thc present ,\greement. 

duly 
have 

DONIO at Islamabad, thl! day 19th of July 1997, 
in two originlll s, in the I tal ian and III Engl ish languages, 
both texts being equally authcntic. 

FOR THE GOVERNMENT OF 
TilE ISLAMIC REPUBLIC OF 
PAKISTAN 

Ar):'h~ secr~rY 
Ministry of Industries 
alld Pruduction 

l'OR TilE GOVERNMENT OF 
TilE ITALIAN REPUBLIC 

Patrizio Toia 
Deputy l'oreign Minister 
Ministry of foreign Affairs 


