AGREEMENT
BETWEEN THE GOVERNMENT OF THE CZECH REPUBLIC
AND THE GOVERNMENT OF THE MONGOLIA
FOR THE PROMOTION AND RECIPROCAL
PROTECTION OF INVESTMENTS

The Government of the Czech Republic and the Government of Mongolia (hereinalter
referred to as the “Contracting Parties”),

Desiring to develop economic co-operation to the mutual benefit of both Siates,

lntending to create and maintain favourable conditions for investments of mvestors of
one State in the territory of the other State, and

Conscious that the promotion and reciprocal protection of investments in terms of the
present Agreement stimulates the business initiatives in this field.

Have agreed as follows:

Article |

Definitions

For the purpose of this Agreement:

.. The term “mvestment” shall comprise every kind of asset invested in connection with
zoonomie activities by an investor of one Contracting Party in the territory of the othar
Contracting Party 1 accordance with the laws and regulations of the latier and shall
Lchudel i particular. though not exclusively:

Cmovable and immovable property as well as any other rights 1w rem. such as
crartgages. hens, pledges and similar rights:
b7 shures, stecks and debentures of companies or any other form of participation i
Sonipany,



/¢ clatms to money or o any performance under contract having a financial value
associated with an investment;

Ad/ intellectual property rights. including copyrights, trade marks, patents. industrial
Jdesigns. technical processes. know-how, trade secrets. irade names and goodwill
assoctaled with an mvestment:

e/ uny right conferred by laws or under contract and licenses and permiis pursuant o
liws, Including the concessions to search for. extract, cultivate or exploil natural
U250 Urees.

Any alteration of the form in which assets are invested shall not affect theiwr character us
imvestiment.

2. The term “investor™ shall mean any natural or legal person who invests In the
tervitory of the other Contracting Party.

/ul The term “natural person” shall mean any natural person having the nationalily of
aithier Contracting Party in accordance with its laws.

/bl The term “legal person™ shall mean, with respect to either Contracting Parly. any
entity ncorporated or constituted in accordance with. and recognized as legal person by
its laws. having the permanent seat in the territory of one of the Conltracting Parties.

3. The term “returns’™ shall mean amounts yielded by an investment and in particular,
though not exclusively, includes profits, interest related to loans, capital gains, shares,
Jdividends, royalties or fees.

4. The term “territory” shall mean the territory of the Czech republic and the territory of
Mongolia as defined by their respective laws over which they exercise, in accordunce
with inlernational law, sovereignity. sovereign right or jurisdiction.

Arucie 2

Promotion and Protection of Investments

. Each Contracting Parly shall encourage and create favorable conditions {or invesiors
21U the other Contracling Party to make investments in its territory and shall admit such
svestments in accordance with its laws and reguiations.

2 Investments of investors of either Contracting Party shall at ali times be accorded fuiv
snd zyuttable treatment and shall enjov full protection and security in the termitory of
e aner Contracting Party,



Article 2

National and Most-Favoured-Nation Treatment

|. Each Contracting Party shall in its territory accord to investments and returns of
mvestors of the other Contracting Partv treatment which is fair and equitable and not
less favourable than that which it accords to investments and returns of 1its own
investors or 10 investments and returns of investors of any third State. whichever 1s more
tavourable.

2. Euch Contracting Puarty shall in its territory accord to investors of the other
Contracting Party, as regards management, maintenance, use, enjoyment or disposal of
their investment, treatment which is fair and equitable and not less favourable than that
which it accords to its own investors, or investors of any third State, whichever is more
favourable.

3. The provisions of paragraphs [ and 2 of this Article shall not be construed so as 10
oblige one Conltracting Party to extend to the investors of the other the benefit of uny
treatment, preference or privilege which may be extended by the former Contracting
Party by virtue of:

fa/ any customs union or free trade area or a monetary union or similar international
durezments leading to such unions or institutions or other forms of regional co-
operation o which either of the Contracting Parties is or may become a party:

/bl any iternational agreement or arrangement relating wholly or mainly to taxation.

Article 4

Compensation for Losses

. Where investinents of investors of either Contracting Party suffer losses owing to war.
armed conflict, a state of national emergency, revoll, insurrection, 1ot or other similur
sveuts i the territory of the other Contracting Party, such investors shall be accorded
Ly he latter Contracting Parly (reatment, as regards restitution. indemnification.
compensation or other settlement. nol less favourable than that which the latler
Contructing Party accords 1o its own investors or 1o mvestors of any third State.

Wothout prejudice 1o paragraph 1 of this Article. investors of onz Coniracting
wiie i any of the events referred 1o tn that paragraph suifer losses in the territory
other Contractuing Party vesuluing 7

Party
a1 the

2orzgusitoning of therr property by the forces or authories of the latter Contructing
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b/ destruction of their property by the forces or authorities of the latter Contracting
Party which was not caused in combat action or was not required by (he necessity of the
siuauon,

shull be accorded restitution or just and adequate compensation for the losses sustained
during the period of the requisitioning or as result of the destruction of the property.
Resulting payments shall be freely transferable in a freely convertible currency without
deliav.

Article 5

Expropriation

|. Investments of investors of either Contracting Party shall not be nationalized.
expropriated or subjected to measures having effect equivalent to nationalization or
expropriation (hereinafter referred to as “expropriation™} in the territory of the other
Contracting Party except for a public purpose. The expropriation shall be carried out
under due process of law, on a non-discriminatory basis and shall be accompanied by
provisions for the payment of prompt, adequate and effective compensation. Such
compensation shall amount to the value of the investment expropriated immediately
before expropriation or impending expropriation became public knowledge, shall
melude interest from the dale of expropriation. shall be made without delay, be
electively realizable and be freely transferable in a freely convertible currency.

2. The investors affected shall have a right to prompt review by a judicial or other
mdependent authority of that Contracting Party, of his or its case and of the valuation
of his or its investment in accordance with the principles set out in this Article.

Article 6
Transfers
The Contracting Parties shall guarantee the iransfer of payments related 10

anvesiments and returns. The transfers shall be made in a freely convertible currency,
suthout any restriction and undue delay. Such transfers shall include in particuiar.
Qraugh ot exclusively:
A0 capitnt and addiional amounts to maimtain or incraase the investment:
2o peotitss interast. dividends and other current income:

Sowndsn repavment of loans:

oo ranarlies o teds:



‘el proceeds of sale or liquidation of the investment:

‘7 the earnings of personnel engaged from abroad who are employed and allowed 10
work in conneclion with an investment in the territory of the other Contracting Party.

2. For the purpose of this Agreement, exchange rales shall be the prevailing rate for
current ransactions at the date of transfer, unless otherwise agreed.

3. Transfers shall be considered to have been made “without any undue delay™ in the
sense of paragraph (1) of this Article when they have been made within the period
pormally necessary for the completion of the transfer. Such period shall under no
circumstances exceed three months.

Article 7

Subrogation

I. If u Contracting Party or its designated agency makes a payment to its own investors
under a guarantee it has accorded in respect of an investment in the territory of the other
Contracting Party, the latter Contracting Party shall recognize:

fuf the assignment, whether under the law or pursuant to a legal transaction in that
couniry, of any right or claim by the investors to the former Contracting Party or its
Jdestgnated agency, as well as,

/bf that the former Contracting Party or its designated agency is entitled by virtue of
subrogation to exercise the rights and enforce the claims of that investor and shall
assumie the obligations related to the investment.

2. The subrogated rights or claims shall not exceed the original rights or claims of the
iveslor.

Article §

Settlement of Investment Disputes between a Contracting
Party and an Investor of the other Contracting Party

S dispute which may arise between an investor of one Contracting Party and the
sther Conwacung Party in connection with an investment on the territoryv of that cther
Contrueung Pany shall be subject to negotiations between the parties to the disputz.

> oI any dispute between an mmvestor of one Contracting Party and the Contracting
arts cannot be thus setiled within a period of six months from the written noufication
o ¢ claim, the ovestor shall be entitled 1o submut the case either to:



/a/ the International Centre for Settlement of Investment Disputes (ICSID) having
reuard to the applicable provisions of the Convention on the Settlement of Investment
Disputes between Stales and Nalionals of other States opened for signature al
Washington D.C. on 18 March 1963, in the event both Contracting Parties shall have
become a parly to this Convention:

ol

/b/ an arbitrator or international ad hoc arbitral tribunal established under the
Arbitration

Rules of the United Nations Commission on International Trade Law (UNCITRAL).
The parties to the dispute may agree in writing to modify these Rules.

The arbitral awards shall be final and binding on both parties to the dispute and shall be
enforceable in accordance with the domestic legislation.

Article 9

Settlement of Disputes between the Contracting Parties

1. Disputes between the Contracting Parties concerning the interpretation or application
ol this Agreement shall, if possible,.be settled through consultations or negotiations.

2.1t the dispute cannot be thus settled within six months, it shall upon the request of
either Contracting Party be submitted to an Arbitral Tribunal in accordance with the
provisions of this Article.

3. The Arbitral Tribunal shall be constituted for each individual 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. These two members shall then select a
nationuat of a third State who on approval of the two Contracting Parties shall be
appointed Chairman of the Tribunal (hereinafter referred to as the “Chairman™). The
Charrman shall be appointed within three months from the date of appointment of the
other two members.

4. 10 within the periods specified in paragraph 3 of this Article the necessary
appointments have notl been made, a request may be made to the President of the
[niernational Court of Justice to make the appointments. If he happens to be a national
either Contracting Party, or if he is otherwise prevented from discharging the suid
rencton, the Vice-President shall be inviled 10 make the appointments. If the Vice-
Prosident also happens Lo be a national of either Contracting Party or is prevented {rom
Jischargme the said funcuon. the member of the International Court of Justice next in
seatority who 15 not a national of either Contracting Party shall be invited to muake the
dppoiniments.

S The Arbitral Tribunal shall reach its decision by a majority of votes. Such decision
shadl be binding. Each Contracung Party shall bear the cost of its own arbitrator and ils
cepresentution inthe arbitral procesdings: the cost of the Chairman and the remuining

)



costs shall be borne in equal parts by both Contracting Parties. The Arbitral Tribunal
shall determine its own procedure.

Articie 1C

Application of Other Rules and Special Commitments

|. Where a matter is governed simultaneously both by this Agreement and by another
international agreement Lo which both Contracting Parties are parties. nothing i this
Agreement shall prevent either Contracting Party or any of its investors who own
myvestments in the territory of the other Contracting Party from taking advantuge of
whichever rules are more favourable to his case.

2. If the treatment to be accorded by one Contracting Party to investors of the other
Contracting Party in accordance with its laws and regulations or other specific
provisions of contracts is more favourable than that accorded by the Agreement, the
more fuvourable shall be accorded.

Article 11

Applicability of this Agreement

The provisions of this Agreement shall apply to future investments made by investors of
one Contracting Party in the territory of the other Contracting Party. and also to the
livestments existing in accordance with the laws of the Contracting Parties on the date
this Agreement came into force. However, the provisions of this Agreement shall not
apply to claims arising out of events which occurred. or to claims which had been
settled. prior Lo its entry 1nto force.

Article 12

Entry iuto Force, Duration and Termination

[ Bach of the Countracting Parties shall notifv the other of the completion of the
procedures required by its law for bringing this Agreement into force. This Agreement
sthall enter mio force on the date of the second noufication.

T Agreement shall remain i force for a penod of ten vears. Thereafter, 11 shall
comain o foree unul the expiration of a twelve month period from the date 2ther
Contraciing Party notfies the olher in writing of s intention to termunale the

Sureemeant,



3. In respect of investments made prior to the termination of this Agreement, the
provisions of this Agreement shall continue to be effective for a period of ten years [rom
the dule of termination.

IN WITNESS WHEREOF, the undersigned duly authorized have signed thiy
Agreement.

DONE in  duplicate at Ulaahbaatar. Lthis ls’ﬁddy of February, 1998, m

Czech. Mongolian and English languages. In case of any divergence of interpretation the
Eunglish text shall prevail.

FOR THE GOVERNMENT FOR THE GOVERNMENT
OF THE CZECH REPUBLIC OF MONGOLIA

ST




