TREATY BETWEEN
THE GOVERNMENT OF THE UNI TED STATES OF AMERI CA AND
THE GOVERNMENT OF THE REPUBLI C OF CRQOATI A
CONCERNI NG THE ENCOURAGEMENT
AND RECI PROCAL PROTECTI ON OF | NVESTMENT

The Governnent of the United States of Anmerica and the
Government of The Republic of Croatia (hereinafter the
"Parties");

Desiring to pronote greater econoni c cooperation between
them wth respect to investnent by nationals and conpani es of
one Party in the territory of the other Party;

Recogni zi ng that agreenent upon the treatnent to be accorded
such investnment will stinulate the flow of private capital and
t he econom c devel opnent of the Parties;

Agreeing that a stable framework for investnent wll
maxi m ze effective utilization of econom c resources and inprove
l'i ving standards;

Recogni zi ng that the devel opnent of econom c and busi ness
ties can pronote respect for internationally recognized worker
rights;

Agreeing that these objectives can be achi eved w t hout
rel axi ng health, safety and environnental neasures of general
application; and

Havi ng resol ved to conclude a Treaty concerning the
encour agenment and reci procal protection of investnent;

Have agreed as foll ows:

ARTI CLE

For the purposes of this Treaty,

(a) "conpany" neans any entity constituted or organized
under applicable | aw, whether or not for profit, and whether
privately or governnmentally owned or controlled, and includes a
corporation, trust, partnership, sole proprietorship, branch,
joint venture, association, or other organization;



(b) "conpany of a Party" neans a conpany constituted or
organi zed under the |aws of that Party;

(c) "national of a Party" means a natural person who is
a national of that Party under its applicable |aw,

(d) "investnment"” of a national or conpany neans every
ki nd of investnent owned or controlled directly or indirectly by

that national or conpany, and includes investnment consisting or
taking the form of:

(i) a conpany;
(i1) shares, stock, and other forms of equity
partici pation, and bonds, debentures, and ot her
forns of debt interests, in a conpany;
(iii1) contractual rights, such as under turnkey,
construction or managenent contracts, production
or revenue-sharing contracts, concessions, or
other simlar contracts;
(iv) tangible property, including real property;
and intangi bl e property, including rights, such
as | eases, nortgages, liens and pl edges;
(v) intellectual property, including:

copyrights and related rights,

patents,

rights in plant varieties,

i ndustrial designs,

rights in sem conductor |ayout designs,

trade secrets, including know how and
confidential business information,

trade and servi ce nmarks, and
trade names; and

(vi) rights conferred pursuant to |aw, such as
| i censes and permts;



Any change in the formof an investnent does not affect its
character as an investnent.

(e) "covered investnent” neans an investnent of a
nati onal or conpany of a Party in the territory of the other
Party;

(f) "state enterprise" neans a company owned, or
controll ed through ownership interests, by a Party;

(g) "investnent authorization" nmeans an authorization
granted by the foreign investnment authority of a Party to a
covered investnment or a national or conpany of the other Party;

(h) "investnent agreenment"” neans a witten agreenent
bet ween the national authorities of a Party and a covered
I nvestment or a national or conpany of the other Party that
(i) grants rights with respect to natural resources or other
assets controlled by the national authorities and (ii) the
i nvestment, national or conpany relies upon in establishing or
acquiring a covered investnent.

(i) "1CSID Convention" neans the Convention on the
Settl enment of Investnent Disputes between States and National s of
O her States, done at Washi ngton, March 18, 1965;

(j) "Centre" means the International Centre for
Settl enment of Investnent Disputes Established by the I1CSID
Conventi on;

(k) "UNCI TRAL Arbitration Rules" nmeans the arbitration
rules of the United Nati ons Conmm ssion on International Trade
Law, and

(1) "territory" neans the territory of the United States
of America or the Republic of Croatia, including the territorial
sea established in accordance with international |aw as refl ected
in the 1982 United Nations Convention on the Law of the Sea.

This Treaty also applies in the seas, subsoil and seabed adj acent
to the territorial sea in which the United States of Anerica or
the Republic of Croatia has sovereign rights or jurisdiction, in
accordance with international |law as reflected in the 1982 United
Nat i ons Convention on the Law of the Sea.

ARTI CLE |



1. Wth respect to the establishnent, acquisition,
expansi on, managenent, conduct, operation and sale or other
di sposition of covered investnents, each Party shall accord
treatment no | ess favorable than that it accords, in |ike



situations, to investnments in its territory of its own nationals
or conpani es (hereinafter "national treatnent”) or to investnents
inits territory of nationals or conpanies of a third country
(hereinafter "nost favored nation treatnent”), whichever is nost
favorabl e (hereinafter "national and nost favored nation
treatnment”). Each Party shall ensure that its state enterprises,
In the provision of their goods or services, accord national and
nost favored nation treatnment to covered investnents.

2. (a) A Party nay adopt or nmintain exceptions to the
obligations of paragraph 1 in the sectors or with respect to the
matters specified in the Annex to this Treaty. |In adopting such
an exception, a Party may not require the divestnent, in whole or
in part, of covered investnents existing at the time the
excepti on becones effective.

(b) The obligations of paragraph 1 do not apply to
procedures provided in nultilateral agreenments concl uded under
t he auspices of the Wrld Intellectual Property O ganization
relating to the acquisition or nmaintenance of intellectual
property rights.

3. (a) Each Party shall at all tines accord to covered
i nvestnments fair and equitable treatnment and full protection and
security, and shall in no case accord treatnent |ess favorable
than that required by international |aw.

(b) Neither Party shall in any way inpair by
unr easonabl e and di scrim natory neasures the managenent, conduct,
operation, and sale or other disposition of covered investnents.

4. Each Party shall provide effective neans of asserting
clainms and enforcing rights with respect to covered investnents.

5. Each Party shall ensure that its |aws, regulations,
adm ni strative practices and procedures of general application,
and adj udi catory decisions, that pertain to or affect covered
i nvestnments are pronptly published or otherw se nade publicly
avai | abl e.

ARTI CLE 1]

1. Neither Party shall expropriate or nationalize a covered
i nvestment either directly or indirectly through neasures
tant amount to expropriation or nationalization ("expropriation")
except for a public purpose; in a non- discrimnatory nmanner;
upon payment of pronpt, adequate and effective conpensation; and



I n accordance with due process of |aw and the general principles
of treatnent provided for in Article 11(3).

2. Conpensation shall be paid without delay; be equival ent
to the fair market value of the expropriated covered investnent
i medi ately before the expropriatory action was taken ("the date
of expropriation"); and be fully realizable and freely
transferable. The fair market value shall not reflect any change
i n value occurring because the expropriatory action had becone
known before the date of expropriation.

3. If the fair market value is denomnated in a freely
usabl e currency, the conpensation paid shall be no | ess than the
fair market value on the date of expropriation, plus interest at
a commercially reasonable rate for that currency, accrued from
the date of expropriation until the date of paynent.

4. If the fair market value is denom nated in a currency
that is not freely usable, the conpensation paid -- converted
into the currency of paynent at the market rate of exchange
prevailing on the date of paynent -- shall be no | ess than:

(a) the fair market value on the date of expropriation,
converted into a freely usable currency at the narket rate of
exchange prevailing on that date, plus

(b) interest, at a comercially reasonable rate for that
freely usable currency, accrued fromthe date of expropriation
until the date of paynent.

ARTI CLE IV

1. Each Party shall accord national and nost favored nation
treatnment to covered investnents as regards any neasure relating
to | osses that investnents suffer inits territory owng to war
or other armed conflict, revolution, state of national energency,
i nsurrection, civil disturbance, or simlar events.

2. Each Party shall accord restitution, or pay conpensation
I n accordance wi th paragraphs 2 through 4 of Article Ill, in the
event that covered investnents suffer losses in its territory,
owing to war or other arnmed conflict, revolution, state of
nati onal energency, insurrection, civil disturbance, or simlar
events, that result from

(a) requisitioning of all or part of such investnents by
the Party’s forces or authorities, or



(b) destruction of all or part of such investnents by
the Party’s forces or authorities that was not required by the
necessity of the situation.

ARTI CLE V

1. If a Party or its designated agency nmakes a paynent under an
I ndermi ty, guarantee or contract of insurance given in respect of
a covered investnent, the other Party shall recogni ze the
assignnent to the first Party or its designated agency of any
right or claimof the indemified national or conpany, and the
first Party or its designated agency is entitled to exercise such
rights and enforce such clains by virtue of subrogation, to the
same extent as that national or conpany.

2. The first Party or its designated agency shall be entitled
in all circunstances to the same treatnent in respect of the
rights or clainms acquired by it by virtue of the assignnent. The
first Party or its designated agency shall also be entitled to
any paynments received in pursuance of those rights or clains as
the indemmified national or conpany was entitled to receive by
virtue of this Treaty in respect of the covered investnent

concer ned.

ARTI CLE VI

1. Each Party shall permt all transfers relating to a
covered investnent to be nade freely and wi thout delay into and
out of its territory. Such transfers include:

(a) contributions to capital;

(b) profits, dividends, capital gains, and proceeds from
the sale of all or any part of the investnent or fromthe partial
or conplete liquidation of the investnent;

(c) interest, royalty paynents, managenent fees, and
techni cal assi stance and ot her fees;

(d) paynents made under a contract, including a |oan
agreenent; and

(e) conpensation pursuant to Articles Ill and 1V, and
paynments arising out of an investnent dispute.



2. Each Party shall permt transfers to be nade in a freely
usabl e currency at the market rate of exchange prevailing on the
date of transfer.

3. Each Party shall permt returns in kind to be nmade as
aut hori zed or specified in an investnent authorization,
I nvest nent agreenent, or other witten agreenent between the
Party and a covered investnent or a national or conpany of the
ot her Party.

4. Notw thstandi ng paragraphs 1 through 3, a Party may
prevent a transfer through the equitable, non-discrimnatory and
good faith application of its laws relating to:

(a) bankruptcy, insolvency or the protection of the
rights of creditors;

(b) issuing, trading or dealing in securities;
(c) crimnal or penal offenses; or

(d) ensuring conpliance with orders or judgnments in
adj udi catory proceedi ngs.

ARTI CLE VI I

Nei ther Party shall nandate or enforce, as a condition for
the establishnent, acquisition, expansion, managenent, conduct or
operation of a covered investnent, any requirenent (including any
comm tnent or undertaking in connection wth the receipt of a
governnental perm ssion or authorization):

(a) to achieve a particular |level or percentage of | ocal
content, or to purchase, use or otherw se give a preference to
products or services of donmestic origin or fromany donestic
sour ce;

(b) tolimt inports by the investnent of products or
services in relation to a particular volunme or val ue of
producti on, exports or forei gn exchange earnings;

(c) to export a particular type, |evel or percentage of
products or services, either generally or to a specific market
regi on;



(d) tolimt sales by the investnent of products or
services in the Party’'s territory in relation to a particular
vol ume or val ue of production, exports or foreign exchange
ear ni ngs;

(e) to transfer technol ogy, a production process or
ot her proprietary knowl edge to a national or conpany in the
Party’ s territory, except pursuant to an order, commtment or
undertaking that is enforced by a court, admnistrative tribunal
or conpetition authority to renedy an all eged or adjudi cated
viol ation of conpetition |aws; or

(f) to carry out a particular type, |level or percentage
of research and devel opnent in the Party’s territory.

Such requirenents do not include conditions for the receipt or
continued recei pt of an advant age.

ARTI CLE VI I |

1. (a) Subject toits laws relating to the entry and
sojourn of aliens, each Party shall permt to enter and to remain
inits territory nationals of the other Party for the purpose of
establ i shing, devel oping, adm nistering or advising on the
operation of an investnent to which they, or a conpany of the
other Party that enploys them have commtted or are in the
process of conmmtting a substantial amount of capital or other
resour ces.

(b) Neither Party shall, in granting entry under
paragraph I (a), require a | abor certification test or other
procedures of simlar effect, or apply any nunerical restriction.

2. Each Party shall permt covered investnents to engage
top managerial personnel of their choice, regardl ess of
nationality.

ARTI CLE I X

The Parties agree to consult pronptly, on the request of
either, to resolve any disputes in connection with the Treaty, or
to discuss any matter relating to the interpretation or
application of the Treaty or to the realization of the objectives
of the Treaty.



ARTI CLE X

1. For purposes of this Treaty, an investnent dispute is a
di spute between a Party and a national or conpany of the other
Party arising out of or relating to an investnent authorization,
an i nvestnent agreenent or an alleged breach of any right
conferred, created or recognized by this Treaty with respect to a
covered investnent. In the event of an investnent dispute, the
parties to the dispute should initially seek a resol ution through
consul tati on and negoti ati on.

2. A national or conmpany that is a party to an investnent
di spute may submit the dispute for resolution under one of the
foll owi ng alternatives:

(a) to the courts or admnistrative tribunals of the
Party that is a party to the dispute; or

(b) in accordance with any applicable, previously agreed
di sput e-settl enent procedures; or

(c) in accordance with the ternms of paragraph 3.

3. (a) Provided that the national or conmpany concerned has
not submtted the dispute for resolution under paragraph 2 (a) or
(b), and that three nonths have el apsed fromthe date on which
the di spute arose, the national or conpany concerned may subm t
the dispute for settlenent by binding arbitration:

(i) to the Centre, if the Centre is avail able; or

(ii) to the Additional Facility of the Centre, if
the Centre is not avail able; or

(iii1) in accordance with the UNCI TRAL Arbitration
Rul es; or

(iv) if agreed by both parties to the dispute, to
any other arbitration institution or in
accordance with any other arbitration rules.

(b) a national or conpany, notw thstanding that it nay
have submtted a dispute to binding arbitration under paragraph
3(a), may seek interiminjunctive relief, not involving the
paynment of damages, before the judicial or admnistrative
tribunals of the Party that is a party to the dispute, prior to
the institution of the arbitral proceeding or during the
proceedi ng, for the preservation of its rights and interests.



4. Each Party hereby consents to the subm ssion of any
I nvestment dispute for settlenent by binding arbitration in
accordance with the choice of the national or conpany under
paragraph 3(a)(i), (ii), and (iii) or the nutual agreenent of
both parties to the dispute under paragraph 3(a)(iv). This
consent and the subm ssion of the dispute by a national or
conpany under paragraph 3(a) shall satisfy the requirenent of:

(a) Chapter Il of the I1CSID Convention (Jurisdiction of
the Centre) and the Additional Facility Rules for witten consent
of the parties to the dispute; and

(b) Article Il of the United Nations Convention on the
Recogni ti on and Enforcenent of Foreign Arbitral Awards, done at
New Yor k, June 10, 1958, for an "agreenent in witing".

5. Any arbitration under paragraph 3(a)(ii), (iii) or (iv)
shall be held in a state that is a party to the United Nations
Convention on the Recognition and Enforcenent of Foreign Arbitral
Awar ds, done at New York, June 10, 1958.

6. Any arbitral award rendered pursuant to this Article
shall be final and binding on the parties to the dispute. Each
Party shall carry out w thout delay the provisions of any such
award and provide inits territory for the enforcenent of such
award. Each Party’'s enforcenment of an arbitral award in its
territory shall be governed by its national |aw.

7. In any proceeding involving an investnent dispute, a
Party shall not assert, as a defense, counterclaim right of set-
off or for any other reason, that indemification or other
conpensation for all or part of the all eged damages has been
received or will be received pursuant to an insurance or
guar ant ee contract.

8. For purposes of Article 25(2)(b) of the ICSID Convention
and this Article, a conmpany of a Party that, imediately before
t he occurrence of the event or events giving rise to an
i nvestment di spute, was a covered investnent, shall be treated as
a conpany of the other Party.

ARTI CLE Xl

1. Any dispute between the Parties concerning the
Interpretation or application of the Treaty, that is not resolved
t hrough consultations or other diplomatic channels, shall be
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subm tted upon the request of either Party to an arbitral
tribunal for binding decision in accordance with the applicable
rules of international law. In the absence of an agreenent by
the Parties to the contrary, the UNCI TRAL Arbitration Rul es shal
govern, except to the extent these rules are (a) nodified by the
Parties or (b) nodified by the arbitrators unless either Party
objects to the proposed nodification.

2. Wthin tw nonths of receipt of a request, each Party
shal | appoint an arbitrator. The two arbitrators shall select a
third arbitrator as chairman, who shall be a national of a third
state which naintains diplomatic relations with both Parties.
The UNCI TRAL Arbitration Rules applicable to appointing nenbers
of three-menber panels shall apply nutatis nutandis to the
appoi ntment of the arbitral panel except that the appointing
authority referenced in those rules shall be the Secretary
General of the Centre.

3. Unless otherw se agreed, all subm ssions shall be nade
and all hearings shall be conpleted within six nonths of the date
of selection of the third arbitrator, and the arbitral panel
shall render its decisions within two nonths of the date of the
final subm ssions or the date of the closing of the hearings,
whi chever is later.

4. Expenses incurred by the Chairman and other arbitrators,
and other costs of the proceedings, shall be paid for equally by
the Parties. However, the arbitral panel may, at its discretion,
direct that a higher proportion of the costs be paid by one of
the Parties.

ARTI CLE XI |

This Treaty shall not derogate fromany of the follow ng
that entitle covered investnents to treatnment nore favorabl e than
that accorded by this Treaty:

(a) laws and regul ations, adm nistrative practices or
procedures, or admnistrative or adjudicatory decisions of a
Party;

(b) international |egal obligations; or
(c) obligations assuned by a Party, including those

contained in an i nvestnent authorization or an investnent
agr eenent .



ARTI CLE Xl 1]

Each Party reserves the right to deny to a conpany of the
other Party the benefits of this Treaty if nationals of a third
country own or control the conmpany and

(a) the denying Party does not maintain nornmal econonic
or diplomatic relations with the third country; or

(b) the conmpany has no substantial business activities
in the territory of the Party under whose laws it is constituted
or organi zed.

ARTI CLE XIV

1. No provision of this Treaty shall inpose obligations
with respect to tax matters, except that:

(a) Articles 111, Xand XI will apply with respect to
expropriation; and

(b) Article Xwill apply with respect to an investnent
agreenent or an investnent authorization.

2. A national or conpany, that asserts in an investnent
di spute that a tax matter involves an expropriation, may submt
that dispute to arbitration pursuant to Article X(3) only if:

(a) the national or conmpany concerned has first referred
to the conpetent tax authorities of both Parties the issue of
whet her the tax matter involves an expropriation; and

(b) the conpetent tax authorities have not both
determned, wthin nine nonths fromthe tinme the national or
conpany referred the issue, that the matter does not involve an
expropriation.

ARTI CLE XV

1. This Treaty shall not preclude a Party from applying
measures necessary for the fulfillnment of its obligations with
respect to the mmi ntenance or restoration of international peace
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or security, or the protection of its own essential security
i nterests.

2. This Treaty shall not preclude a Party from prescri bing
special formalities in connection with covered investnents, such
as a requirenent that such investnments be legally constituted
under the | aws and regul ations of that Party, or a requirenent
that transfers of currency or other nonetary instrunments be
reported, provided that such formalities shall not inpair the
substance of any of the rights set forth in this Treaty.

ARTI CLE XVI

1. (a) The obligations of this Treaty shall apply to the
political subdivisions of the Parties.

(b) Wth respect to the treatnent accorded by a State,
Territory or possession of the United States of America, national
treatnment neans treatnment no | ess favorable than the treatnent
accorded thereby, in |like situations, to investnents of nationals
of the United States of Anerica resident in, and conpanies
| egal |y constituted under the | aws and regul ati ons of, other
States, Territories or possessions of the United States of
Aneri ca.

2. A Party’'s obligations under this Treaty shall apply to a
state enterprise in the exercise of any regul atory,
adm ni strative or other governnental authority delegated to it by
that Party.

ARTI CLE XVI |

1. This Treaty shall enter into force thirty days after the
date of exchange of instrunments of ratification through

di pl omatic channels. It shall remain in force for a period of
ten years and shall continue in force unless termnated in
accordance with paragraph 2. It shall apply to covered

i nvestnments existing at the time of entry into force as well as
to those established or acquired thereafter.



- 15 -

2. A Party may termnate this treaty at the end of the
initial ten year period or at any tinme thereafter by giving one
year’s witten notice through di plomatic channels to the other
Party.

3. For ten years fromthe date of term nation, all other
Articles shall continue to apply to covered investnents
established or acquired prior to the date of term nation, except
I nsofar as those Articles extend to the establishnment or
acqui sition of covered investnents.

4. The Annex and Protocol shall forman integral part of
the Treaty.

I N WTNESS WHERECF, the respective plenipotentiaries have
signed this Treaty.

DONE in duplicate at Zagreb this day of July 13, , 1996, in
the English and Croatian | anguages, each text being equally
aut henti c.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE
UNI TED STATES OF AMERI CA: REPUBLI C OF CRQOATI A:
| | M ckey Kantor || | | Davor Stern ||

ANNEX

1. The Governnent of the United States of Anmerica nay adopt or
mai ntai n exceptions to the obligation to accord nationa
treatnment to covered investnents in the sectors or wth respect
to the matters specified bel ow

atom c energy; custonhouse brokers; |icenses for broadcast,
comon carrier, or aeronautical radio stations; COVSAT;
subsidies or grants, including governnment-supported | oans,
guarantees and insurance; state and | ocal neasures exenpt
fromArticle 1102 of the North Anmerican Free Trade
Agreenent pursuant to Article 1108 thereof; and | anding of
subnmari ne cabl es.

Mbst favored nation treatnent shall be accorded in the sectors
and matters indi cated above.
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2. The CGovernnent of the United States of Anmerica nmay adopt or
mai ntai n exceptions to the obligation to accord national and nost
favored nation treatnent to covered investnents in the sectors or
with respect to the matters specified bel ow

fisheries; air and maritime transport, and rel ated
activities.

3. The CGovernnent of the United States of American may adopt or
mai ntai n exceptions to the obligation to accord national and nost
favored nation treatnent to covered investnents, provided that
the exceptions do not result in treatnent under this Treaty | ess
favorabl e than the treatnent that the Governnent of the United
States of Anerica has undertaken to accord in the North Anmerican
Free Trade Agreenent with respect to another party to that
Agreenment, in the sectors or with respect to the matters

speci fied bel ow

banki ng, insurance, securities and other financial services.

4. The Governnment of the Republic of Croatia may adopt or

mai ntai n exceptions to the obligation to accord nationa
treatnment to covered investnents in the sectors or wth respect
to the matters specified bel ow

ownershi p and operation of broadcast or common carrier radio
and tel evision stations; the provision of common carrier

t el ephone and tel egraph services; the provision of subnarine
cabl e services; and subsidies or grants, including governnent
supported | oans.

Mbst favored nation treatnent shall be accorded in the sectors
and matters indi cated above.

5. The Governnent of the Republic of Croatia nmay adopt or

mai ntai n exceptions to the obligation to accord national and nost
favored nation treatnent to covered investnents in the sectors or
with respect to the matters specified bel ow

fisheries; air and nmaritinme transport, and related activities
(including maritime services).

6. FEach Party agrees to accord national treatnent to covered
i nvestnments in the foll ow ng sectors:

| easing of mnerals; concession rights for exploration and
exploitation of mneral resources; and pipeline rights-of-way
on government | ands.



PROTOCCL

The Parties confirmtheir nutual understanding that the
provisions of this Treaty do not bind either Party in relation to any
act or fact which took place or any situation which ceased to exi st
before the date of entry into force of this Treaty.



