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Foreign Investment Contract Law: Between
Freezing and Release
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Summary

The conditions of legislative freezing or legislative
stability, by virtue of which the law applicable to the contract is
fixed in the state it was in at the time of concluding the latter,
provide legal protection and legal stability for the contract, and
work to reconcile the will of the parties and their freedom to
include their contractual conditions with the legislative authority
of the state emanating from its absolute sovereignty, in order to
achieve a kind of balance of interests. In addition to the condition
of legislative freezing or legislative stability, it has different
types. It is possible that the conditions of an agreement result
based on the will of the parties or are included in international
agreements, or the conditions of legislative freezing are included
in national legislation.

The transformation of the function of legislative stability
conditions from a function that leads to restricting the will of the
state and preventing it from interfering with the investment
contract, whether this interference takes the form of unilaterally
terminating the investment contract, amending it, or applying
new rules to it, into a financial function similar to that performed
by the penalty clause.

Legislative stability conditions also help achieve the
important role they play as a factor in attracting foreign
investment. Ignoring any legal effect of these conditions could
have dire consequences. With regard to the policy pursued by
developing countries that aim to attract foreign investment, the
role played by the condition in determining the value of
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compensation due to the foreign investor helps achieve this
policy.

Opening Remarks

The Temporal Limitation of Contract Law- Legislative
Constancy- Contractual Guarantee- Adapting Contract Law-
Contractual Balance
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