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Abstract

The stability of state and investor contracts is the
primary means of protecting investments, through the
inclusion of stability conditions that ensure that the
contract is not affected by future political, legislative,
administrative and economic changes in the host
country. However, many host countries seek to benefit
the most from investment by making changes to the
economic balance of the contract through their
amendments to relevant laws such as increasing taxes,
customs, nationalization and expropriation or by forcing
the investor to enter into negotiations that serve their
interests, which raises conflicts between investor and
state. Those disputes centered on two main reasons:
The first reason is the conflict between the interests of
the state and the interests of the investor; the state seeks
to promote economic growth and sustainable
development through foreign investment. Therefore, it
desires a more flexible contractual system that allows it
to intervene to amend the terms of the contract in the

public interest, as for the investor, he seeks to maximize
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his profits with the least risks through contractual
stability and predictability. The second reason is due to
the nature of investment contracts, as these contracts
have three characteristics, it is long-term contracts,
capital-intensive, and subject to high implementation
risks.

Therefore, it is necessary to search for a specific
mechanism that achieves legal and contractual stability
of the contract when there are circumstances that
seriously violate the economic basis of the contract, and
the most important mechanism for achieving
contractual stability and flexibility is the renegotiation

condition.

Key Words: Financial Balance - Good Faith -
Obligation of Result - Public Interest -
Unpredictability.
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