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AGREEMENT!BETWEEN THE GOVERNMENT OF THE KINGDOM
OF SWEDEN AND THE GOVERNMENT OF THE HUNGARIAN
PEOPLE’S REPUBLIC FOR THE PROMOTION AND RECIPRO-
CAL PROTECTION OF INVESTMENTS

The Government of the Kingdom of Swe-
den and the Government of the Hungarian
People’s Republic.

desiring to intensify economic co-opera-
tion to the mutual benefit of both countries
and to maintain favourable conditions for in-
vestments by investors of one Contracting
Party in the territory of the other Contracting
Party,

recognizing that the promotion and protec-
tion of such investments favour the expan-
sion of the economic relations between the
two Contracting Parties and stimulate invest-
ment initatives,

have agreed as follows:

Article 1

For the purposes of the present Agree-
ment:

(1) The term ‘“‘investment’’ shall comprise
every kind of asset connected with economic
activities and invested by investors of one
Contracting Party in the territory of the other
Contracting Party, provided that the invest-
ment has been made in accordance with the
laws and regulations of the latter Contracting
Party, and shall include in particular. though
not exclusively:

(a) movable and immovable property as
well as any other property rights. such as
mortgage, lien, pledge. usufruct and similar
rights;

(b) shares and other kinds of interest in
companies;

(c) title to money or any performance hav-
ing an economic value;

(d) industrial property rights, technical
processes, trade names, know-how and other
intellectual property rights as well as good-
will;

(e) business concessions conferred by law
or under contract, including concessions to
search for, cuitivate, extract or exploit natu-
ral resources.

(2) The term ‘‘investor'" shall mean:

(a) any natural person possessing the na-
tionality of one Contracting Party according
to its law;

(b) any legal person constituted in accord-
ance with the legislation of one Contracting
Party.

Article 2

If a Contracting Party, in the exercise of its
full discretion, has admitted an investment in
its territory by a legal person which is not
covered by the definition in paragraph (2) (b)
of Article I, but in which the majority of
shares are owned by investors of the other
Contracting Party, the provisions of the pres-
ent Agreement shall apply to that investment.

Article 3

(1) Each Contracting Party shall at all
times ensure fair and equitable treatment of
the investments by investors of the other
Contracting Party and shall not impair the
management, maintenance, use. enjoyment
or disposal thereof by unreasonable mea-
sures.

(2) Each Contracting Party shall, subject
to its general policy in the field of foreign
investment, promote in its territory invest-
ments by investors of the other Contracting
Party and shall admit such investments in
accordance with its legislation.

(3) The investment made in accordance
with the laws and regulations of the Contract-
ing Party in whose territory they are under-
taken, enjoy the full protection of the present
Agreement.

I Came into force on 21 April 1987 by signature, in accordance with article 14 (1).
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Article 4

(1) Each Contracting Party shall apply to
investments in its territory by investors of the
other Contracting Party a treatment which is
no less favourable than that accorded to in-
vestments by investors of third States.

(2) Notwithstanding the provisions of
paragraph (1) of this Article, a Contracting
Party

(a) which has concluded an agreement re-
garding the formation of a customs union or a
free-trade area, or

(b) which has concluded a multilateral
agreement on economic co-operation for mu-
tual economic assistance,

shall be free to grant more favourable treat-
ment to investments by investors of the State
or States which are also parties to the afore-
said agreements, or by investors of some of
these States.

(3) The provisions of paragraph (1) of this
Article shall not be construed so as to oblige
one Contracting Party to extend to investors
of the other Contracting Party the benefit of
any treatment, preference or privilege result-
ing from any international agreement or ar-
rangement relating wholly or mainly to tax-
ation or any domestic legislation relating
wholly or mainly to taxation.

Article 5

(1) Neither Contracting Party shall take
any measures depriving, directly or indirect-
ly. investors of the other Contracting Party of
an investment unless the following conditions
are complied with:

(a) the measures are taken in the public
interest and under due process of law;

(b) the measures are not discriminatory;
and

(c) the measures are accompanied by pro-
visions for the payment of prompt, adequate
and effective compensation, which shall be
freeiy transferable.

(2) The provisions of paragraph (1) of this
Article shall also apply to the current income
from an tnvestment as well as, in the event of
liquidation, to the proceeds from the liquida-
tion.

Article 6

Investors of either Contracting Party who
suffer losses of their investments in the terri-

tory of the other Contracting Party due to
war or other armed conflict, revolution, a
state of national emergency, revolt, insurrec-
tion or riot shall be accorded. with respect to
restitution, indemnification, compensation or
other settlement, a treatment which is no less
favourable than that accorded to investors of
any third State. Resulting payments shall be
freely transferable without delay.

Article 7

(1) Each Contracting Party shall, subject
to its laws and regulations, allow without de-
lay the transfer in a freely convertible curren-
cy of:

(a) the current income accruing from any
investment by an investor of the other Con-
tracting Party, including in particular, though
not exclusively, capital gains, profit. inter-
ests, dividends, royalties or fees:

{b) funds in repayment of loans which both
Contracting Parties have recognized as in-
vestment;

(c) the proceeds from a total or partial
liquidation of any investment by an investor
of the other Contracting Party; and

(d) the earnings of nationals of the other
Contracting Party who are allowed to work in
connection with an investment on its territo-
ry.
(2) The Contracting Parties undertake to
accord to transfers referred to in paragraph
(1) of this Article a treatment no less favou-
rable than that accorded to transfers origina-
ting from investments made by investors of
any third State.

Article 8

If a Contracting Party or one of its organs
makes a payment to any of its investors un-
der a guarantee it has granted in respect of an
investment in the territory of the other Con-
tracting Party, the latter Contracting Party
shall, without prejudice to the rights of the
former Contracting Party under Article 10,
recognize the transfer of any right or title of
such an investor to the former Contracting
Party or its organ and the subrogation of the
former Contracting Party or its organ to any
such right or title.
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Article 9

The Present Agreement shall not be consi-
dered to restrict in any way the rights and
benefits which an investor of one Contracting
Party enjoys under national or international
law in the territory of the other Contracting
Party. ‘

Article 10

(1) Any dispute between the Contracting
Parties concerning the interpretation or appli-
cation of the present Agreement shall as far
as possible be settled by negotiations be-
tween the Governments of the two Contrac-
ting Parties.

(2) If the dispute cannot thus be settled
within six months following the date on
which such negotiations were requested, it
shall, at the request of either Contracting Par-
ty be submitted to an arbitral tribunal.

(3) The arbitral tribunal shall be set up from
case to case as follows: Each Contracting
Party shall appoint one member and these
two members shall then agree upon a national
of a third State as Chairman of the tribunal to
be appointed by the Governments of the two
Contracting Parties. The members shall be
appointed within two months, and the Chair-
man within four months, from the date either
Contracting Party has advised the other
Contracting Party of its wish to submit the
dispute to an arbitral tribunal.

(4) If any of the time-limits referred to in
paragraph (3) of this Article have not been
complied with, either Contracting Party may,
in the absence of any other agreement, invite
the President of the International Court of
Justice to make the necessary appointments.

(5) If the President of the International
Court of Justice is prevented from discharg-
ing the function provided for in paragraph (4)
of this Article or is a national of either Con-
tracting Party, the Vice-President shall be in-
vited to make the necessary appointments. If
the Vice-President is prevented from dis-
charging the said function or is a national of
either Contracting Party, the most senior
member of the Court not being incapacitated
or a national of either Contracting Party shall

1 United Nations, Treaty Series, vol. 575, p. 159.
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be invited to make the necessary appoint-
ments.

(6) The tribunal shall reach its decision by a
majority of votes, the decision being final and
binding on the Contracting Parties.

(7) Each Contracting Party shall bear the
cost of the member appointed by that Party
as well as the costs for its representation in
the arbitral proceedings. The cost of the
Chairman as well as any other costs shall be
borne in equal parts by the two Contracting
Parties, unless the arbitral tribunal decides
otherwise. In all other respects, the proce-
dure of the arbitral tribunal shall be determi-
ned by the tribunal itself.

Article 11

(1) Each Contracting Party hereby con-
sents to submit to the International Centre
for the Settiement of Investment Disputes for
settiement by conciliation or arbitration un-
der the Convention of 18 March 1965 on the
Settlement of Investment Disputes between
States and Nationals of Other States! (here-
inafter referred to as '‘the Washington
Convention™") any legal dispute arising under
Article 5 of this Agreement between that
Contracting Party and an investor of the
other Contracting Party concerning an in-
vestment by the latter in the territory of the
former. If the parties to such a dispute have
different opinions as to whether conciliations
or arbitration is the more appropriate method
of settiement, the investor shall have the
right to choose.

(2) In the event of a dispute not referred to
in paragraph (1) of this Article which arises
between one Contracting Party and an invest-
ment by the latter in the territory of the for-
mer, the dispute shall be submitted. upon
agreement on such submission by both par-
ties to that dispute. to the International Cent-
re for the Settlement of Investment Disputes
for concihation or arbitration under the
Washington Convention.

(3) For the purposes of this Article. any
legal person which is constituted in accor-
dance with the legisiation of one Contracting
Party and in which before a dispute arises the
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majority of shares are owned by investors of
the other Contracting Party shall be treated,
in accordance with Article 25 (2) (b) of the
Washington Convention, as an investor of
the other Contracting Party.

Article |2

The provisions of this Agreement shall
apply to investments made by investors of
one Contracting Party in the terntory of the
other Contracting Party after 31 December
1972.

Article 13

The representatives of the Contracting Par-
ties shall, whenever needed. hold meetings in
order to review the implementation of this
Agreement. These meetings shall be held, on
the proposal of one of the Contracting Par-
ties, at a place and at a time agreed upon
through diplomatic channels.

Article 14

(1) This Agreement shall enter into force
upon signature.

(2) This Agreement is concluded for a peri-
od of twenty years. Unless it is denounced at
least six months before the expiry of that
period, the validity of the Agreement will be
extended for an indefinite period of time. In
that case. either Contracting Party may ter-
minate the Agreement by giving at least six
months’ advance notice.

(3) In respect of investments made prior to
the date when the Agreement ceases to be in
force, the provisions of Articles I to 13 shall
remain applicable for a further period of
twenty years from that date.

Done at Stockholm this 21st day of April 1987
in two originals in the English language.

For the Government
of the Kingdom of Sweden:

ANITA GRADIN

For the Government
of the Hungarian People’s Republic:

PETER VARKONYI
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EXCHANGE OF LETTERS
1
Stockholm, 21 April 1987

Sir,

With reference to the Agreement between the Government of the Kingdom of
Sweden and the Government of the Hungarian People’s Republic for the promotion
and reciprocal protection of investments, I have the honour to propose, on behalf of
the Government of Sweden, that the treatment granted to investments under the
Commercial Agreements which Sweden concluded with the Ivory Coast on 27 Au-
gust 1965, with Madagascar on 2 April 19662 and with Senegal on 24 February 19673
should not be invoked as the basis of most-favoured-nation treatment under Arti-
cle 4 of the Agreement between Sweden and Hungary.

If this proposal is acceptable to the Government of the Hungarian People’s
Repubilic, I have the honour to propose that this letter and your reply to that effect
constitute an agreement on this matter.

Accept, Sir, the assurances of my highest consideration.

ANITA GRADIN

1 United Nations, Treaty Series, vol. 1386, p. 59.
2 bid,, p. 67.
3 Ibid. p. 75,
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I
Stockholm, 21 April 1987

Madam,
I have the honour to acknowledge receipt of your letter of 21 April 1987 which
reads as follows:

[See letter 1]

I have the honour to confirm that your proposal is acceptable to the Govern-
ment of the Hungarian People’s Republic and that your letter and this reply consti-
tute an agreement on this matter.

Accept, Madam, the assurances of my highest consideration.

PETER VARKONYI
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