GERMANY-INDIA INVESTMENT GUARANTY AGREEMENT¥*

[Signed at Bonn, October 15, 1964]

No. T™~27/59-III.

Ambaggador of India
Bonn
October 15, 1964,
Excellency,
I have the honour to refer to the recent

di scussions which took place between the Representa~
tives of the Govermment of India and the Representa-
tives of the Governmant of the Pederal Republic of
Germany in order to exchange ideas on theé need to
encourage German private investments in IndiA,
Considering thet

the Government of Indin welcome privete foreign

investment particularly in industry in accordance

with the priorities established in their Plans,

and Lmve been following a policy intended to

encourage such investment;

it hnag beesn the policy of the Governmmt of India

frecly to =llow transfer of profits, interest,

dividends, roy-l tirs, and of repayment of loans

after payment of texes as well as repatriation

of the proceeds of liquidation;

the Government of the Federal Republic of

Germany ero actively promotine German private in-

vestments sbroad by offering loans snd tax con-

ceggions to intending Germ=n invegtors, and by

igsuing Pederal guarante-s;

in all matters relating to such invegtments the

Government of the Pedersl Republic of Germany

intend in gimilar circumstances, to give invesgt-

ments in Indis a treatment no lesgs favourseble

than that accorded to investments in any other

country; an understanding has been reached =s

a result of these discussions, which may be

summed up Aas follows:

2/ ees
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* [Reproduced from a text provided by the Embassy of India.

The

investment guaranty agreement between India and the United States

signed at Washington, September 19, 1957, appears at 8 U.S.T.
1442, T.I.A.S. 3900, 290 U.N.T.S. 175; and the amendment of Decem-

ber 7, 1959, appears at 10 U.S.T. 1997, T.I.A.S. 4368, 361 U.N.T.S.

366.]
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The Governmant of India weélcome the steps
taken by the Govermment of the Pederal
Republic of Germany =nd agree th=at the
following provisions shell apply to German
agsets, including thoge from Land Berlin,
in India provided the investment of such
assets has been approved on or after the
15th October, 1964, in accordance with the
Indian laws referred to in paragraph 2,
and the rules and regulations framed
thereunder (hereinafter raferred to ag
"invegtments") :

2) German investors shall in matters related
to their investments not be subject to
treatment legs favourable than that
accorded to national or other foreign
investors in similar circumstances.

b) German investors shall be permitted after
vpayment of taxes t0 trensfer t0 the Federal
Republic of Germany profits, interest,
dividends ahd royslties derived from
their investments as wé&ll as repayments
of loans.

c) In the event of totsl or partisal liquida-
tion of a German investment in India,
the proceeds of such liquidation m=y be
transferred without undue delsy or in
such manner as may have been laid down
in the document of approval or consent
before the investment was made.

d) The Government of India do not intend,
ag 2 rule, to nationalize or expropriate
approved foreign investments. 4ny decision

to nationalize or expropriAate A German

3/ces
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investment or part of it tasken by the
Govermment of India shall be baged on
practicAl considerations and be taken in
the nationAl interest. In the event of a
German invegtor being directly orsindirectly
denrived of his investment by nationzlisation
or exproprisation, the Government of India
shall pay fair =nd equitable compensation
and ghall permit its effective transfer
without undue delay.

e) The rate of exchsnge for transfersunder
the foregoing sub-pAragraphs shall be the
rate for current trangsctionsg within the
meaning of the provisions of the International
Monetary Fund.

f) fThe Government of India will gr=nt in
accordance_ with their genersl policy the
necessery permits to German nationals whose
training or experience is specinlly required
by an investment And who degire to enter
and stay in India to carry on activities
related t0 such invegtment except in so far
as reagons of public order, security, public
health or morality warrant otherwise.

An investment is congidered approved within the

meaning of paragraph 1 when the necessery

authorisations have been issued. The l2ws
governing such authorisations are =2t present

the Capitel Issues Control Act, the Foreign

Fxchange Regulations Act, the Industries

(Development and Regulation) Act and the Indian

Companies Acte If and when other or fur ther

authorisations become necessary on the ground of

changes in ths relevant Indian legisl=ation, such

new requirements shall be communicated to the

4/ con
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Government of the Federsl Republic of fGermsny by

the Government or India, 1In respect of investment

made after the date of such communication, the

au thori sations mentioned therein shall be considered

Ag necessary =uthorisation within the meaning of the

fir st sentence of this paragraph,

If the Federsl Republic of Germany hag given a

guarantee for =n investment, and if any right or

title of the investor hag by virtue of law or legal
transaction been transferred to the Pederal Republic
of Germany in accordance with the guarantee

Aarrangements, the Govermment of India will recognize

the trangfer of =ny right or title of such investor

to the Peder=l Republic of Germany =nd the subroga-
tion, by virtue of law or legal trangaction, of the

Pederal Republic of Germany to any such right or

title.

a) In the event of disputes concerning the
interpretation or application of this note the
Govermment of Indis and the Govermment of the
Pederal Republic of Germany shall enter into
consultations with a view to settling the
disputes to mutual satisfaction,

b) If the two Governments do not succesd in
gettling such a dispute by Asrecment within a
ressonsble period of time, 3% may be referred
by either Government for final and binding
determination to an arbitral tribunal, provided
the dispute refers to a matter or emestion in
respect of which the Federal Republic of Germany
has or had Aassmumed A guarantee.

c) The arbitral tribunal shAll comprise three
arbitrators, one srbitrator tq be named by each
Government and the third to be Aagreed upon by
the two arbitrators so chosen, provided such

5/00e
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third arbitr~tor sh2ll not be a national of

either country. Tach Government shell designate

an Arbitrator wi thin two months of the dmrte of

d=livery by e=ither Governmsnt to the other

Goverrment of = diplomatic request for arbitration

of dispute. The third arbitr=tor sh~ll be agreed

upcn within two months, If any of ths asrbitrators
is not drsien=t~d or asre~d upon within the time
limits indicated, e~ither G0vnr;1mnnt may redquest

the Pregident of the Internestional Court of Justice

to make the neceasary appointment or sppointments
by chcoging the =rbitrator or artitrators. Tho

arbitretors siall brss their award on A&rticle 79

cf the Strtuts of the Internationsl Court of Jusiicc.

The foregoing provisions shnll Al go Apply to

German investments made or spproved between

Janunry 1, 1660 and October 15; 1964 in raespect f

which the Government of the Pederal Renublic

of fermany heove issued or will iswe a gusrant:ze

to cover non-commarcisl risks.

&) Tha Governmant of Tndi= reserve the right to
revoke or modify this note after =2 period of
notice of six months. In such event,however,
the provisiong of psragresphs 1 to 5 of this
note ghall contirue to =apply to investments
made during the period of velidity of this
note for » period of five years after its
expiry or fifteen yesrs after ths date of
any such investment, whichever is longer.

b) The Government of India have teken note thet
the Government of the Peder=l Republic of
Germany regerd this understendins ag provi-
sional and m~y meke propossals for its mmend-
ment, narticul=arly in the event of the

conclugion of a multi-lateral convention on

6/ e
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protection of investmhnts or of a bilaferas
agreement.,

Ts T shouid be grateful if you would plense
neknovl edge receipt of this note ~nd confirm
that its contents correctly set out the
unéareteading reoched beiween our iwo
Govarnmanss.

~cpeps. ‘eellency, the assursnce of

my highzst con~ideration,

24/~ P.Achutha Menon
Ambaggador of India.

His Excellency M. MoLl Lahr,
Siat2 Secratary,
Poreiga Office,
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Translation

The State Secretary
in the Poreign Office
IIT A 3 - SB 92.12 (7) Bonn, 15th October, 1964

Excellency,

I have the honour to acknowledge the receipt of
your note No. T - 27/59 - III, dated 15th October, 1964,

the German translation of which reads as follows:

"German text"

I have the honour to inform you that the
contents of your foregoing note correctly sets out the

understanding reached between our two Governments.

Accept, Bxcellency, the assurance of my

highest congideration.

84/~ Lahr

His Excellency,

the Ambagsador of India,
Mr. P. Achutha Menon,

B o n n.

This content downloaded from 91.229.229.96 on Tue, 17 Jun 2014 03:45:11 AM
All use subject to JISTOR Terms and Conditions



http://www.jstor.org/page/info/about/policies/terms.jsp

498

No«T™27/59(1)/I1I.

Ambaggador of India
Bonn

October 15, 1964.

Excellency,

I have the honour to refer to todey's note of the

Government of India‘'regerding the encouragement and protection

of German private investment in India and t state as follows:

1.

a)

b)

It is our understanding that nothing in the note
shall prevent the Government of India from imposing
temporary restrictions on transfers referred to in
paragreph 1 of the note in exceptional circumsteances
when a2 trengfer =i thout undue del=ay would result

in serious strein on Indis'sg monetary reserves
taking into account Indiestsg totel transfer commi t-
ments and belace of payments situation,

In such exceptional circumstences the amounts to

be transferred shall be promptly determined in
Deutsche Mark »t the then prevailing rate of
exchange (sub-paragraph c of paragraph 1 of the note)
and the actu=l transfer of either shall be permitted
to be made in equal anmual instalments spresd over
as few years as possible but not exceeding one

year in the c=se of sub-p=aragrsph b of paragraph 1
of the note, three years in the case of sub-paragraph
d of paragraph 1 of the note and gix years in the
case of sub-parnagranh c¢ of paragraph 1 of the note.
If and when any restrictions of the type referred

to in sub-paragraphs a and b of thig paragraph are
imposed, the two Govermments shall, upon request

of either Government, enter intn consultations with

a view to settling the matter to mutual satisfaction.

If circumst®nces sO warrsnt it shall be open to the two

Governments to consult with each other with a view to

extending the time limits set out in sub-paragraph =

2/ ees
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b of paragraph 1 of this letter,

3. With reference to sub-paragraph b of paragraph 4 of the
note, arbitration shall cover the whole di sputed smount
irrespective of the qu antum of 1lisbility of the Pederal
Republic of Germany to pay compensation under its
guarantee,

4. The present letter is deemed to be an integral part
of the note,

I should be grateful fa your
confirmation that the foregoing correctly sets out the
understanding resched between our two Governments,

Accept, Wxcellency, the Aagsursnce of my

hi ghest consideration.

34/~ P.Achutha Menon
Ambagsador of IndiaA.

His Excellency Mr,Rolf Lahr,
3tate Secretary,

Foreign Office,

BONN
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Translation

The State Secretary
in the Foreign Office

IIT A 3 -SB &.12(7) Bonn, 15th October,1964.

Bxcellency,

I have the honour to acknowledge the receipt of
your letter No,T-27/59(1)/III, dated 15th October, 1964,
the German translation of which reads as follows:

" German tgxt"

I have the honour to inform you that the statements
contained in your letter correctly set out the understanding

reached between our two Governmentgs

Accept, Excellency, the assursnce of my highest

consideration,

sd/- Lahr

His cellency,

the Ambassador of Indi=,
Mr,P.Achu tha Menon,

B onn,
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