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STATEMENT OF FACTS 

1. The Democratic Commonwealth of Bergonia (“Respondent”) and the Sultanate of 

Conveniencia entered into a treaty to encourage and reciprocate protection of 

investments on June 24, 1979. 

2. CCC123 Holdings Ltd. was incorporated in Conveniencia by Convenia Co. SARL 

V1X03 on January 1, 2003.  The name was changed to MedX Holdings Ltd. 

(“MedX”) and all interests were transferred to MedScience Co. and Dr. Frankensid on 

December 1, 2003. 

3. On January 30, 2004 MedBerg Co. (“Claimant”), a wholly-owned subsidiary of 

MedX, was established in Bergonia. 

4. MedX rents an office in Conveniencia and uses the office to house a lawyer and tax 

adviser, both of whom are MedX employees, that serve on the Claimant’s 

management board. 

5. Respondent and Conveniencia are ICSID Contracting States and have both ratified 

the Convention. 

6. Dr. Frankensid is employed by MedScience and is responsible for medical 

breakthroughs that led to Bergonian Patent No. AZ2005. 

7. Dr. Frankensid assigned his rights to the patent/process to Claimant in exchange for 

shares of MedX. 

8. Claimant applied for a patent in relation to Dr. Frankensid’s invention on February 5, 

2004 and was granted Bergonian Patent No. AZ2005 on March 15, 2005. 

9. Claimant licensed the use of Bergonian Patent No. AZ2005 to BioLife Co., a 

Bergonian company, on March 31, 2005.  BioLife used the patent for commercial 

purposes until it was terminated in accordance with the License Agreement’s notice 

and termination provisions on March 31, 2007. 

10. The Bergonian Intellectual Property Office commenced proceedings for the issuance 

of a compulsory license with respect to Bergonian Patent No. AZ2005 on June 1, 

2007. 

11. The compulsory license was issued on November 1, 2007.  As of January 1, 2009, 

BioLife and five other Bergonian entities had envoked the compulsory license. 
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12. The patented product was available in Bergonia between the termination of the 

license agreement and the issuance of the compulsory license. 

13. The royalty fee offered to the Claimant by Respondent was on a yearly basis and was 

moderately lower than the one found in the original License Agreement between 

Claimant and MedX. 

14. There is no evidence that the issuance of the compulsory license has been effective in 

resolving the issue of obesity in Bergonia. 

15. The companies who received compulsory licenses used them for commercial 

purposes. 

16. The total sales revenue of the six firms evoking the compulsory license is higher than 

it was for BioLife under the License Agreement. 

17. Claimant’s revenues decreased after the termination of the License Agreement.   

18. Claimant terminated the License Agreement because of legitimate concerns of 

parallel exports of the patented treatments and products by BioLife into third-

countries other than Bergonia. 

19. Under the original License Agreement with BioLife, all products and treatments were 

intended for sale in the Bergonian domestic market. 

20. Local MedX subsidiaries license production and sale of the patented treatments and 

products in these other countries, which is undermined by the parallel imports from 

Bergonia. 

21. Following the IP Office’s administrative decision to issue the compulsory license, the 

Claimant filed an appeal with a Patent Review Board within the IP Office.  The 

Patent Review Board is a quasi-judicial body, which draws upon existing Bergonian 

judges to sit in particular intellectual property cases and be paid for their services by 

the Bergonia IP Office.  

22. On December 1, 2007 Claimant wrote the Bergonian Intellectual Property Office, 

with copies to the Foreign, Economics, and Justice Ministries objecting to the 

issuance of the compulsory license under Article 10(2) of the BIT between Bergonia 

and Conveniencia. 

23. Despite Claimant’s objections, there has been no independent review of the 

Bergonian Intellectual Property Office’s decision to issue the compulsory license. 
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24. On November 14, 2008, the ICSID Secretary General registered the dispute between 

Claimant and Respondent for arbitration. 
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SUMMARY OF ARGUMENT 

15.  JURISDICTION: This dispute satisfies the qualifications of Article 25(1) and 

Article 25(2)(b) of the Convention.  Claimant is considered a national of 

Conveniencia for purposes of this dispute as a result of being under foreign control as 

defined by Article 25(2)(b) of the Convention.  MedX, a Conveniencian corporation, 

has 100 percent ownership of Claimant and this ownership is sufficient to establish 

foreign control.  It is a violation of ICSID practice, applicable international law, and 

public policy to pierce the corporate veil of MedX and proceed to the next level of 

shareholders.  Claimant can also be considered a foreign national by invoking Article 

VI. 8. of the Bergonia-Tertia BIT under the most favored nations clause found in 

Article 3 of the Bergonia-Conveniencia BIT. 

 

16. INVESTMENT STANDARDS:  Claimant’s exploitation of Bergonian Patent No. 

AZ2005 constitutes an investment under applicable international law.  Claimant’s 

patent and licensing of the patent meet the definition of investment as laid out in the 

Bergonia-Conveniencia BIT.  Claimant’s use of the patent was a substantial 

contribution to Respondent, had a certain duration, shared the risks of the transaction 

between Claimant and Respondent, and was significant for Respondent’s 

development. 

 

17.  EXPROPRIATION:  Respondent’s issuance of a compulsory license with regard to 

Bergonia Patent No. AZ2005 constitutes an indirect expropriation and discrimination 

under the Bergonia-Conveniencia BIT, the Bergonia-Tertia BIT, and applicable 

international law.  Respondent has violated the applicable BITs because it failed to 

provide adequate protection of investment and effective compensation.  Respondent 

violated its obligations under the TRIPS Agreement because it did not establish that 

the compulsory license was needed for a public purpose, the exportation to countries 

outside Bergonia was not in compliance, and the issuance was a violation of due 

process because it was not subject to adequate judicial review. 
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ARGUMENT 

 

I. THE ICSID TRIBUNAL HAS JURISDICTION OVER THIS MATTER. 

 

18. The Convention on the Settlement of Investment Disputes Between States and 

Nationals of Other States (hereinafter “ICSID Convention”) and bilateral investment 

treaties between countries set forth the standards that determine the instances where 

international arbitration is appropriate.  The Treaty Between the Democratic 

Commonwealth of Bergonia and the Sultanate of Conveniencia (hereinafter 

Bergonia-Conveniencia BIT) and the dispute between Claimant and Respondent 

present a textbook situation for proper international arbitration before the ICSID 

Tribunal. 

 

19. Foreign Direct Investments are becoming more and more prevalent as nations seek to 

reap the benefits of a global economy.1 Countries looking to increase economic 

activity within their borders have entered into agreements with other countries to 

provide reciprocal protection and benefits for private investment from one country 

within the other country.2  These agreements, however, created the need for 

international standards and forums for disputes between different countries and 

foreign private investors.3 Increasingly, these disputes are falling under the ICSID 

Convention, which had the stated purpose of meeting the need for international 

cooperation created by economic development through private international 

investment.4  In fact, ICSID Tribunals have recognized that because of these growing 

investments “[i]nternational methods of settlement may be appropriate in certain 

cases.”5 

 

20. The ICSID Convention has jurisdiction if, among other things, the dispute is between 

a contracting party/state and a national of the other contracting party/state.  The 
                                                
1 Easson, p. 7-9 
2 Wolfram, p. 93-96  
3 Grisay, The Bullet “iln” Vol. 6 Issue 1 (March 18, 2007) 
4 Vacuum Salt, ¶39 
5 Id. 
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company involved in the dispute can be a true foreign national or can be considered a 

national of the other contracting state because of foreign control.6  The relationship 

between Claimant and Respondent is one of the common situations that falls under 

the ICSID Convention’s purpose for providing international arbitration – a national of 

one contracting state being controlled by a company of the other contracting state. 

 

A. The ICSID Convention Confers Jurisdiction to the Tribunal in This Dispute. 

 

21. Article 10 of the Bergonia-Convencia BIT provides the protocol for a dispute 

between an Investor and a Contracting State, listing one of the available forums for 

dispute resolution as an ICSID Tribunal.7  It is not disputed that Claimant has 

submitted its grievance to the appropriate authorities and complied with requirements 

under Article 10. 

 

22. The criteria that must be met for an ICSID Tribunal to have jurisdiction are: 

1) a dispute between a Contracting State and a national of another Contracting State; 

2) the dispute must be a legal dispute; 3) the legal dispute must arise directly out of an 

investment between the two; and 4) that the investment be of a type protected under 

the bilateral investment treaty between the two Contracting States.8  In this matter, the 

second criteria is not in dispute.9  Article 25(2)(b) provides an exception to the first 

criteria of requiring diverse nationalities of parties in a dispute by allowing a 

company to take action against its own state if there is an agreement to treat the 

company as a national of another Contracting State because of foreign control over 

said company.10 

 

 

 

 
                                                
6 Autopista, ¶96 
7 Bergonia-Conveniencia BIT, Article 10 
8 Total SA, ¶50 
9 Record, p. 5 
10 TSA Spectrum, ¶139 
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1) The parties are a Contracting State and a national of another Contracting State 
under the foreign control exception. 
 

23. Respondent and Conveniencia are contracting parties to both the ICSID Convention 

and the Bergonia-Conveniencia BIT.11  Claimant is a company incorporated within 

Bergonia, but is a wholly-owned subsidiary of MedX, a company incorporated in 

Conveniencia.12  Claimant is therefore under foreign control as described in Article 

25(2)(b) of the ICSID Convention. 

 

24. The definitions of nationality provided in the bilateral investment treaty 

expresses the parties’ intentions about who is eligible for protection under the 

agreement.13  In addition to the definitions given in the treaty, the place of 

incorporation is the determining factor for deciding whether a party is eligible 

for ICSID arbitration and protected under the treaty in question.14 

 

25. The Bergonia-Conveniencia BIT defines a national/investor of Conveniencia 

as “any juridical person having its seat in the territory of the Sultanate of 

Conveniencia.”15  Any stipulation between the parties that is based on 

reasonable criteria should be accepted by the tribunal.16  The definition of a 

national/investor of Conveniencia chosen by the parties in the Bergonia-

Conveniencia BIT is certainly reasonable and MedX, as a corporation 

incorporated under the laws of Convencia, would be considered an investor.  

Allowing MedX to be considered a protected Conveniencian investor under 

the definition provided in the Bergonia-Conveniencia BIT is not only 

reasonable, but in line with ICSID practice.  

 

 

 

                                                
11 Annex 3 Uncontested Facts, ¶3  
12 Id. ¶2 
13 McLachlan, p. 156 
14 Tokios Tokeles, ¶30 
15 Bergonia-Conveniencia BIT, Article 1.3.(b) 
16 Vacuum Salt, ¶37 
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26. Article 25(2)(b) of the ICSID Convention says,  

National of another Contracting State means: … (b) any juridical person  
which had the nationality of a Contracting State other than the State party  
to the dispute on the date on which the parties consented to submit such  
dispute to conciliation or arbitration and any juridical person which had  
the nationality of the Contracting state party to the dispute on that date and  
which, because of foreign control, the parties have agreed should be  
treated as a national of another Contracting State for the purposes of this  
Convention.17 

 
Literature regarding ICSID jurisdiction “rather convincingly demonstrates that Article 

25(2)(b)…[is] meant to expand ICSID jurisdiction” by allowing “a national of 

another contracting state which is incorporated in the host state (and therefore 

arguably a local national) [to] be treated as itself a national of another contracting 

state.”18  

The purpose of these clauses is to record the Contracting Parties’ 
agreement in advance that companies incorporated in one Party but 
controlled by nationals of the other Contracting Party shall be considered 
as falling within the exception of Article 25(2)(b).19 
 

Foreign control was not defined by the ICSID Convention because the 

Convention instead preferred to give “the parties the greatest latitude to define 

these terms themselves.”20   

 

27. “Given the autonomy granted to the parties by the ICSID Convention, an 

Arbitral Tribunal may not adopt a more restrictive definition of foreign 

control, unless the parties have exercised their discretion in a way that is 

inconsistent with the purposes of the Convention.”21  ICSID tribunals have 

most often made decisions about foreign control based on who holds legal 

control rather than looking for instances of the exercise of control.22    Direct 

shareholding is a way to measure foreign control that is congruent with ICSID 

                                                
17 ICSID, p. 18 
18 Wena, ¶41 
19 Id. 
20 Autopista, ¶113 
21 Id. at ¶114 
22 McLachlan, p. 156  
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practice and the Convention.23  No particular percentage of ownership is 

required to establish foreign control but “[i]t stands to reason of course, that 

100 percent foreign ownership almost certainly would result in foreign 

control.”24  In several cases, “the objective existence of foreign control was 

presumed, in particular because the foreign shareholding was 100 percent.”25   

 

28. MedX, a Convencia corporation, holds 100 percent ownership in Claimant 

and has absolute legal control over Claimant.26  Additionally, two-thirds of 

Claimant’s management board is controlled by a lawyer and tax adviser who 

are MedX employees and work out of an office located in Conveniencia.27  

These forms of ownership and management illustrate that MedX is in a 

majority position and has legal control to dictate the practices of Claimant.  

Due to the fact that MedX is the sole shareholder of Claimant and two-thirds 

of Claimant’s management board is MedX employees from Conveniencia, 

Claimant is under foreign control according to ICSID standards.  MedX also 

fits the definition of a Conveniencian investor under the Bergonia-

Conveniencia BIT, indicating the intent of Respondent and Conveniencia to 

provide the treaty’s protection to any similarly situated party. Accordingly, 

Claimant is subject to the foreign control of MedX and jurisdiction is proper 

for this ICSID Tribunal.  

 

2) It is improper to “pierce the corporate veil” and move beyond the corporate 
level of MedX to determine additional levels of control. 
 

29. Tribunals have found the process of piercing the corporate veil to be appropriate only 

“to prevent the misuse of privileges of legal personality, as in certain cases of fraud or 

malfeasance, to protect third persons such as a creditor or purchaser, or to prevent the 

evasion of legal requirements or of obligations.”28  Tribunals disregarding the first 

                                                
23 Autopista, ¶121 
24 Vacuum Salt, ¶43 
25 Id. at ¶31 
26 Annex 3 Uncontested Facts, ¶2 
27 Second Clarifications, Q. 75 
28 Tokios Tokeles, ¶54 
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level of incorporation or control for a subsidiary, thereby piercing the corporate veil, 

have done so only to prevent the misuses outlined above. 

 

30. The only way Respondent could argue that a national of Conveniencia does not have 

control of Claimant would be to pierce the corporate veil and move beyond MedX’s 

control to determine the shareholders of MedX.  The ICSID has not approved this 

type of a control test and discourages unnecessary actions to pierce the corporate 

veil.29  There has been no claim or evidence that MedX has used its status as a foreign 

investor to carry out fraud or any other malfeasance.  Attempting to determine control 

by moving beyond MedX’s control of Claimant would go against ICSID holdings and 

applicable international law. 

 

31. This sort of control test and tribunal action would also create policy concerns.  If 

tribunals began to pierce the veil of parent corporations like MedX on a witch-hunt 

for additional definitions of “control,” questions of jurisdiction would become even 

more uncertain. Moving on to the nationality of shareholders for corporations such as 

MedX would present a moving target and would cause nationality – and consequently 

situations where jurisdiction was appropriate – to change with every sale and 

purchase of shares.  One could foresee situations where the nationality of 

shareholders would allow ICSID arbitration and protection under the applicable 

bilateral investment treaty, only to have some shareholders sell their shares thereby 

shifting the nationality and invalidating the right to ICSID arbitration and protection 

under the BIT. This sort of uncertainty would make it impossible for Contracting 

States to have any reliable expectation as to how disputes would be handled and the 

type of remedies that were at their disposal. 

 

32. MedX has done nothing to indicate a misuse of their legal personality and ownership 

of Claimant is sufficient to allow jurisdiction.  Seeking to establish control by any 

other means would be unnecessary, against ICSID regulations and rulings, and 

problematic for future Contracting States and precedent.   

                                                
29 See Tokios Tokeles 
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B. Respondent Consented to Claimant Being Considered a Company Under 
Foreign Control. 
 

33. “The Convention does not require any specific form for the agreement to treat a 

juridical person incorporated in the host state as a national of another Contracting 

State because of foreign control.”30  The Convention is concerned with carrying out 

the intention of contracting parties and ICSID tribunals have indicated that an effort 

should be made to “give the greatest possible latitude to the parties to decide under 

what circumstances a company can be treated as a national of another Contracting 

State.”31 

 

34. Express consent to treating a company as a national of another Contracting State is 

not required and the tribunal should not take any steps to create a more restrictive 

approach than what has been shown by the language and actions of the parties. 

As explained above, the definitions of “investor” in the Bergonia-Convencia BIT 

record the intention to treat companies from each country as foreign investors in the 

opposite country unless a specific agreement between a company and a Contracting 

State expressly provides otherwise.32  MedX’s complete ownership of Claimant was 

available at all times in Respondent’s corporate registry and Respondent was free to 

stipulate additional conditions in order for Claimant to be treated as a national of 

another Contracting State.  However, there has been no express intent to treat 

Claimant as anything other than a foreign controlled company under the BIT and the 

definitions contained in the Bergonia-Conveniencia BIT should be allowed to control. 

 

35. The language of the Bergonia-Conveniencia BIT, the existence of MedX’s control in 

the Bergonian corporate registry, and the lack of a contrary desire all constitute 

sufficient consent to treat Claimant as a national of another Contracting State due to 

foreign control.  It is not for the tribunal to require express consent when the actions 

of the parties and the language of the applicable treaty indicate, or at the very least 

imply, consent to treat Claimant as being under foreign control. 

                                                
30 Autopista, ¶105 
31 Broches, p. 361 
32 See supra ¶¶ 7-10 
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C. Claimant is Treated as Being Under Foreign Control Through the Most 
Favored Nation Clause. 
 

36. The Most Favored Nation clause creates a flexible benchmark that allows investors in 

a host state to be treated equally by allowing investor A to invoke the terms of an 

agreement between the host state and investor B if the agreement between the host 

state and B gives B more favorable conditions than have been given to A.33  These 

clauses are used to protect a foreign investor from “any action of the host state 

authorities that may impair his/her legal position and economic activity.”34  More 

specifically, the most favored nation clause can be applied to the overall method of 

dispute settlement.35 

 

1) Under Article 3 of the Bergonia-Conveniencia BIT, Claimant is able to 
invoke the most favored nation clause. 

 
37. Article 3 of the Bergonia-Conveniencia BIT guarantees that Conveniencia’s and 

Respindent’s investments in each respective country will be treated as well as each 

country treats their own investments or the investments of another country.36  Article 

3 also promises that Conveniencian and Bergonian investors will be treated the same 

as each country’s own investors or third party investors.37  Implicit in this guarantee 

of equal treatment is the ability to invoke conditions found in treaties of a Contracting 

State and a third party that provide the third party more favorable treatment than 

Conveniencia/Bergonia is receiving under the Bergonia-Convencia BIT.   

 

38. In some cases, ICSID Tribunals have considered the ability to circumvent local courts 

and instead seek international arbitration as more favorable treatment under a most 

favorable nation clause.38 Similarly, Article 3 entitles a national of Conveniencia to 

invoke the terms of other treaties between Respondent and third parties as far as they 

                                                
33 Oxford, p. 364 
34 Id. at 368 
35 Id. at 387 
36 Bergonia-Conveniencia BIT, Article 3 
37 Id. 
38 See Maffezini; Siemens; Gas Natural 
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accord the third party more favorable treatment than is being offered to a national of 

Conveniencia. 

 

2) Article VI. 8 of the Bergonia-Tertia BIT allows Claimant to be treated as a 
national under foreign control. 
 

39. Claimant’s legal position and economic activity have been affected by Respondent’s 

issuance of the compulsory license in violation of Claimant’s patent.  This allows 

Claimant to bring this action and invoke the more favorable nations clause.  Article 

VI. 8. of the Bergonia-Tertia BIT states that Respondent and Tertia will treat any 

companies of the other Party as companies under foreign control/a national of the 

other Party in accordance with Article 25(2)(b) of the ICSID Convention.39  

Conveniencia invoking this article in the dispute with Respondent would clearly give 

Claimant access to ICSID arbitration, a treatment deemed to be more favorable.  

Under the most favorable nation clause provided in Article 3 of the Bergonia-

Conveniencia BIT, Claimant is permitted to claim the treatment given to Tertia by 

Respondent as their own, further making ICSID jurisdiction proper. 

 

40. Respondent arguess that Claimant invoking Article VI. 8. of the Bergonia-Tertia BIT 

allows Respondent to invoke Article I. 2. of the same and deny Claimant the benefits 

of Article VI. 8.40  Invoking a portion of a third party treaty under the most favored 

nation clause, however, does not allow the opposing party to call on other portions of 

the treaty to restrict benefits to the party claiming the more favorable treatment.  Most 

favorable nation clauses allow the extension of more favorable rights given to a third 

party to a Contracting State, but they do not operate to restrict the benefits conveyed 

to a Contracting Party.  In this case, Claimant has not done anything to give a third 

party more favorable treatment than it has given to Respondent and allowing 

Respondent to deny Claimant benefits via Article I. 2. of the Bergonia-Tertia BIT 

would not give Respondent more favorable treatment, but would instead deny 

Claimant their contractually guaranteed rights.  Parties are allowed to agree to reduce 

                                                
39 Bergonia-Tertia BIT, Article VI. 8. 
40 Bergonia-Tertia BIT, Article I. 2. 



Team Lauterpacht, Memorandum for Claimant 

 14 

the rights available to one another under a given treaty but that agreement cannot 

operate to remove the rights of a non-contracting third party.  Article 3 of the 

Bergonia-Conveniencia BIT allows a Contracting Party to expand the available rights 

for more favorable treatment given to a third party by the other Contracting Party, but 

rights under the Bergonia-Conveniencia BIT cannot be removed by articles in treaties 

between a Contracting Party and a third party. 

 

II. CLAIMANT’S OPERATIONS IN BERGONIA CONSTITUTE AN 
INVESTMENT UNDER INTERNATIONAL LAW. 
 
41. When a bilateral investment treaty is the subject of a dispute, the treaty typically 

contains the applicable and controlling definition of the term investment.41  

Definitions in these treaties “aim to ensure that protection of the agreement is not 

limited to foreign direct investment” but also protects interests like shareholding or 

“any risk-bearing activity undertaken by the investor which can be diminished in 

economic values by reason of state intervention.”42 

 

42. The term investment was not defined by the ICSID “for fear that a concrete meaning 

would limit [the Tribunal’s] scope and raise unnecessary jurisdictional problems.”43  

“Investment” has instead been left to the definition of parties under relevant bilateral 

investment treaties.44   

 

A. The Term Investment has a Very Broad Meaning Under International Law. 
 

43. Drafters of the ICSID Convention chose to give parties broad discretion to define the 

term investment and decide what disputes are submitted to the ICSID.45  The Vienna 

Convention (to which Respondent and Conveniencia are both parties46) states that a 

                                                
41 Oxford, p. 55 
42 Id. at 56 
43 Id. at 63 
44 CMS Gas, ¶49 
45 Tokio Tokeles, ¶ 73 
46 Second Clarifications, Q. 108 



Team Lauterpacht, Memorandum for Claimant 

 15 

treaty should be interpreted in accordance with the terms of the treaty and “in light of 

[the treaty’s] object and purpose.47 

 

44. The stated purpose of the Bergonia-Convencia BIT is to “intensify economic co-

operation between both countries and create favorable conditions to increase 

investments by investors of one of the Contracting States in the territory of the other 

Contracting State.”48 

 

45. Any meaning of the term investment should be construed in light of this purpose.  

Within the Bergonia-Conveniencia BIT, investment is defined and given several 

possible meanings, including: “(d) intellectual property rights, in particular 

copyrights, patents, utility-model patents, industrial designs, trademarks, trade-names, 

trade and business secrets, technical processes, know-how, and good-will.”49  

Additionally, an investment is also defined as: “(e) concessions and licenses 

conferred by law or under contract…”50 

 

46. There have been varying degrees of tests used by ICSID tribunals but the core 

elements for determining the existence of an investment are: the existence of a 

substantial contribution; the project should have a certain duration; participation in 

the risks of the transaction by both parties; and the operation should be significant for 

the host state’s development.”51  This list is not exhaustive but provides a framework 

for the tribunal to examine all of the surrounding circumstances to determine whether 

a dispute arises out of an investment.52 

 

 

 

 

                                                
47 Tokio Tokeles, ¶ 75 
48 Bergonia-Conveniencia BIT, Annex 1 
49 Id. at Article 1.1.(d) 
50 Id. at Article 1.1.(e) 
51 Oxford, p. 65-66 
52 Oxford, p. 65-66 
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B. Claimant’s Patent is a Protected Investment Under the Bergonia-
Conveniencia BIT. 
 

47. The patent held by Claimant as well as the licensing agreement with BioLife Co. fall 

under both definitions of investment within the Bergonia-Conveniencia BIT.  

Claimant was granted Bergonian Patent No. AZ2005 on March 15, 2005 and licensed 

the use of that patent to BioLife Co., a Bergonian company, on March 31, 2005.53  

BioLife Co. used this patent for commercial purposes in the treatment of obesity54 for 

a period of two years, until March 31, 2007.55  BioLife Co. carried out commercial 

acts within Bergonia but also exported some of the patented treatments to third party 

countries.56 

 

48. Obesity is considered a significant and long-standing problem in Bergonia, and any 

patent or process used to treat the problem would be substantial contribution by 

Claimant and MedX to Respondent.  Second, the project had a certain duration – two 

years, under the terms of the license agreement between Claimant and BioLife Co. 

Third, both parties (Respondent/BioLife Co. and Claimant/Conveniencia) participated 

in the risks of the transaction.  Claimant incurred risks in this transaction by applying 

for a patent, licensing the use of the patent to BioLife Co., and establishing and 

running a business with no guarantee of a successful return.  Respondent and BioLife 

Co. likewise took on the risks of the project by acquiring the rights to use the patent, 

developing treatments, and creating a commercial business to offer the requisite 

services.  Finally, the operation was significant for Respondent’s development for 

several reasons.  The operation was meant to alleviate a prevalent problem in 

Bergonian society by treating obesity.  A healthy society that is able to work and 

promote the economic prosperity of Respondent should certainly be considered 

significant for the state’s development.  Additionally, the operation increased the 

economic health and development of Respondent by: increasing Bergonian exports, 

increasing spending in the state through consumers paying for the treatments, and 

                                                
53 Annex 3 Uncontested Facts, ¶¶ 5-6 
54 First Clarifications, Q. 34 
55 Annex 3 Uncontested Facts, ¶6 
56 First Clarifications, Q. 39 
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increasing tax revenue for Respondent through the taxation of BioLife Co. and 

Claimant. 

 

49. Claimant’s exploitation of Bergonian Patent No. AZ2005 met the Bergonia-

Conveniencia BIT’s purpose of intensifying economic cooperation between the 

countries and creating favorable conditions for investment.  Furthermore, the use of 

the patent falls under multiple definitions of investment as provided under the 

Bergonia-Conveniencia BIT as well as the test used by ICSID Tribunals. 

 

50. This dispute between Respondent and Claimant involves a host state and a company 

that is treated as a national of Convencia as a result of foreign control.  This dispute 

also arises directly from an investment.  Jurisdiction is proper under international law 

and Article 25 of the ICSID Convention. 

 

III.  BERGONIA’S ISSUANCE OF A COMPULSORY LICENSE WITH 
RESPECT TO PATENT NO. AZ2005 AMOUNTS TO AN UNLAWFUL 
EXPROPRIATION OF INTELLECTUAL PROPERTY RIGHTS AND 
CONSTITUTES A BASIS FOR RELIEF. 
  

51.  The essence of any claim of expropriation is a taking of property without prompt and 

adequate consideration.57  When measures are taken by a State to deprive an investor 

of the use and benefit of his investment, despite an investor’s retention of ownership, 

the measures are referred to as indirect expropriation and assimilated to formal 

expropriation regarding their legal consequences.  It is well-established international 

law that property of aliens in a host state cannot be confiscated and utilized for 

public purposes without just compensation.58  Fundamental to the rights of 

intellectual property patent owners is the right to decide whether to sell or control 

who uses the patent.59  Here, Claimant’s exclusive rights to his patent have been 

rendered meaningless and without compensation in direct breach of bilateral 

agreements and applicable international law. 

                                                
57 Link Trading, at ¶ 103  
58 See OECD, Indirect Expropriation and the Right to Regulate in International Investment Law. 
59 Grantham, at 180. 
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A. Bergonia has Violated the Provisions Set Forth in the Bergonia-Conveniencia 
BIT. 

 

52.  When Claimant entered into the Bergonian market, he did so with the confidence that 

his investments would be protected by the terms of the bilateral trade agreement.60  

This trust is essential to keep markets working properly. 

 

53.  Historically, BITs were created to specifically provide a medium to seek relief for 

such expropriation whether direct or indirect.61  In circumstances where a nation has 

issued a patent license without the authorization of the patent owner, as in the 

present case, the BIT, as contrasted with other forms of international law, is the 

primary source utilized to determine fault and relief. 

 

1. Expropriation is broadly defined in the Bergonia-Conveniencia BIT 
and under established international law. 

 

54.  Article 4(2) of the Bergonia-Conveniencia BIT provides: 
 

Investments by investors of either Contracting State shall not directly or indirectly 
be expropriated, nationalized or subjected to any other measure the effects of 
which would be tantamount to expropriation or nationalization (hereinafter 
referred to as “expropriation”) in the territory of the contracting State except in 
accordance with the applicable laws [emphasis added]. 62  

 

55.  The Respondent has expropriated the intellectual property of Claimant and thus 

Claimant is entitled to compensation. 

 

 

 

 

 

 

                                                
60 See Bergonia-Conveniencia BIT 
61 Leeks, at 7. 
62 Bergonia-Conveniencia BIT, Article 4(2). 
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2. A compulsory license may constitute an indirect expropriation. 
 

56.  A compulsory license is the authorization of a patent or other intellectual property, 

given by a government for use by a third party, without consent of the right holder.63  

Intangible rights have been consistently found to be investments protected against 

expropriation when they amount to a taking for an extended duration.64 

 

57.  The fact Claimant retains his right of ownership of the patent is of no consequence 

here.  Compulsory licenses target “use” not merely deprivation of ownership.65  The 

issuance of exclusive patent licenses serves a greater public good: to give incentives 

to companies to develop and market new technology to benefit all.66  In the context of 

foreign direct investment (FDI), BITs provide patent owners with the legal protection 

needed to support the entry into foreign markets, and to maintain competitiveness in 

those foreign markets.67   

 

58.  While there has yet to be a case involving arbitration in the compulsory license 

context,68 the ICSID has recognized that indirect expropriation can arise from many 

kinds of measures and should be assessed in their cumulative effects.69  The ICSID 

has recognized that even incidental interference with the use of property which has 

the effect of depriving the owner, in whole or in part, of the “reasonably-to-be-

expected economic benefit” of property can amount to expropriation.70 

 

59.  Although the Bergonia-Conveniencia BIT does not define the meaning of indirect 

expropriation it does provide that no party to the agreement shall be subjected to 

                                                
63 Correa, Investment Protection in Bilateral and Free Trade Agreements:  Implications for the Granting of 
Compulsory Licenses, at 346. 
64 Corn Products, at ¶ 137. 
65 Starrett Housing, at 154. 
66 Bradlow, at 206-207. 
67 Taubman, at 937, n. 57. 
68 Id. 
69 Enron, at ¶ 244. 
70 Metalclad, at ¶ 103. 
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measures “tantamount to expropriation.”71  This language is common in other 

international BITs and used to protect against indirect forms of expropriation.72  

 

3. Bergonia has violated the BIT because it has failed to provide 
adequate and effective compensation. 

 

60.  The Bergonia-Conveniencia BIT provides that: 

 

[C]ompensation for expropriated investments shall be equivalent to the value of  
the expropriated investment immediately before the date on which the actual or 
threatened expropriation has become publicly known [emphasis added].73 

 

61.  Maintaining proportionality of response to trade damage is essential for stable and 

equitable global order.74  Unlike tangible property rights, which carry along with 

them the concept of a basic ownership, patents only provide their owners with a tool 

for creating wealth.75  This economic foundation of patents means that an incursion 

on the rights of a patent owner can be measured in terms of monetary loss.76  If 

imposition of a compulsory license results in the patentee’s drug being sold by 

another, profits are eliminated.77     

 

62.  The language of the Bergonia-Conveniencia BIT is clear – compensation must be 

equivalent to the investment taken.78  The Respondent failed to compensate in an 

equivalent manner.  Rather, the royalty fee offered by the Bergonian IP Office to the 

Claimant was moderately lower than the one Claimant agreed to in the License 

Agreement.79  Moderately lower, is not the same as equivalent, and thus does not 

fulfill requirements of the BIT. 

 

                                                
71 Bergonia-Conveniencia BIT, Article 4(2). 
72 Newcombe, at 18. 
73 Bergonia-Conveniencia BIT, Article 4(2). 
74 Taubman, at 928. 
75 Lemley, at 1075. 
76 Cahoy, at 147. 
77 Id. 
78 Bergonia-Conveniencia BIT, Article 4(2). 
79 Second Clarification, Q. 14. 
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63.  Additionally, the Bergonia-Conveniencia BIT states that compensation must be 

“adequate and effective.”80  Compensation may be considered “adequate” if it 

safeguards the legitimate interests of the patent holder.81  Here, the compensation did 

not safeguards the interests of the Claimant, because it did not account for the losses 

incurred due to damages suffered as a result of parallel exportation. 

 

64.  International law of compensation provides a parallel.  The determination of the 

award of appropriate compensation is better carried out by means of an enquiry into 

all the circumstances relevant to the particular case than through abstract theoretical 

discussion.82  The moderately lower compensation offered and effects of parallel 

exportation on the Claimant should be taken into account when determining 

adequacy of compensation.  On balance, the offer was too low, and thus the 

Respondent should be required to adequately compensate the Claimant.   

 

4. Bergonia has violated the BIT because the compulsory license was 
discriminatory.   

 

65.  The Bergonia-Conveniencia BIT provides that expropriations can only be made on a 

“non-discriminatory basis.”83  There are other companies in Bergonia operating in 

the same business sector as Claimant, however the Respondent only chose to compel 

the use of Claimant’s patent.84  The ability to control a patented product’s sale is at 

the heart of patent law, yet the units sold by the six firms invoking the compulsory 

license is 155% higher than that sold previously under the License Agreement.85  

Total sales revenue for the six firms is higher than it was for BioLife under the 

License Agreement,86 meaning other companies are profiting to the detriment of 

                                                
80 Id. 
81 Taubman, at 952. 
82 AMINOIL, at 1033. 
83 Bergonia-Conveniencia BIT, Article 4(2). 
84 Second Clarification, Q. 21. 
85 First Clarification, Q. 20. 
86 Id. 
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Claimant because of the issuance of the compulsory license.  It is this combination 

of loss that results in a discriminatory taking.87 

 

66.  Before the compulsory license was issued, Claimant intended sale of its products 

under the Licensing Agreement to be exclusively within the Bergonian domestic 

market.88  Currently, at least three of the firms issued compulsory licenses are 

exporting to other countries, with exports contributing a significant portion of the 

products produced under the compulsory license.89  Exportation of the product 

outside of Bergonia will have a direct impact on Claimants business worldwide 

because their products are no longer within their control.  It was for these exact 

reasons that Claimant terminated its agreement with BioLife.90  

 

67.  Claimant chose to terminate the License Agreement because of concerns of parallel 

exports of the patented treatments by BioLife into third-countries other than 

Bergonia in a manner inconsistent with the terms of the License Agreement.91  These 

third-countries are members of a customs union with Bergonia.92  Bergonia has a 

direct interest in maintaining its relations with these members in the customs union, 

so it was of commercial benefit for Bergonia to grant the compulsory license at the 

time that it did.  Local MedX subsidiaries license production and sale of the patented 

treatments and products in these other countries,93 thus Claimant’s legitimate goals 

of preventing parallel imports from Bergonia will be significantly undermined if any 

of the firms invoking the compulsory license are exporting into those countries.  

Claimant should be compensated for this loss. 

 

 

 

 
                                                
87 Methanex Corporation, at 7-8. 
88 First Clarification, Q. 14. 
89 First Clarification, Q. 28. 
90 First Clarification, Q. 25. 
91 Id. 
92 Second Clarification, Q. 22. 
93 Second Clarification, Q. 12. 
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B. The Compulsory License Does Not Comply with Bergonia’s Obligations 
Under the Agreement on Trade-Related Aspects of Intellectual Property 
Rights. 

 

1. Article 3(4) of the Bergonia-Tertia BIT does not exclude application of TRIPs 
requirements. 

 

68.  As a member of the World Trade Organization (WTO), Respondent is bound by the 

requirements of Article 31 of the Trade-Related Aspects of Intellectual Property 

Rights (TRIPs).   

 

69.  The Respondent contends to the extent that Claimant invokes the terms under MFN 

rules94, that Article 3(4) of the Bergonia-Tertia BIT excludes compulsory licenses 

from being treated as an expropriation.95  Respondent is wrong.  Article 3(4) sets out 

rules for when the Article will not apply to compulsory licenses: 

 

This Article does not apply to the issuance of compulsory licenses granted in 
relation to intellectual property rights in accordance with the TRIPs Agreement, or 
to revocation, limitation, or creation of intellectual property rights, to the extent 
that such issuance, revocation, limitation, or creation is consistent with the TRIPs 
Agreement [emphasis added].96 

 

70.  Nearly identical language is found in the U.S-Uruguay BIT.97  Contrary to 

Respondent’s contention, this language does not bar consideration of compulsory 

licenses in investment arbitration, but rather shifts the focus to whether Bergonia’s 

issuance of the compulsory license is in compliance with the provisions set out in 

TRIPs.98  Moreover, the inclusion of this language amounts to an implicit acceptance 

that compulsory licenses in non-conformance with TRIPs should be subject to 

expropriation rules.99  The language of Article 3(4) of the Bergonia-Tertia BIT, thus, 

                                                
94 See supra, I C ¶ 19. 
95 Minutes of the First Session of the Arbitral Tribunal, at ¶ 14. 
96 Bergina-Tertia BIT, Article 3(4). 
97 U.S.-Uruguay BIT,  Article 6(5). 
98 Biadgleng, at 18. 
99 Taubman, at 16. 
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has the effect of importing the WTO standards set forth in the TRIPS agreement, into 

the context of any investment dispute arising out of the BIT.100 

 

2. There is not sufficient evidence that the compulsory license would amount to a 
public benefit. 

 

71.  Bergonia claims that the issuance of a compulsory license was needed to address 

important domestic medical needs,101 namely the problem of obesity.102 However, 

there is no evidence that the issuance of the compulsory license has been effective in 

resolving the health issue of obesity in Bergonia.103 

 

72.  Health care and health related treatments are complex, ranging from considerations 

of exercise and genetics, to cultural eating habits.  Even within health care, many 

routine conditions and treatments should be incorporated into a government’s 

budget.104  If there was a public need to address obesity in Bergonia, it was already 

being addressed by the Bergonian Health Ministry by enacting several information 

campaigns on nutrition and exercise and working with the Bergonian Exchequer to 

prepare a “Green Paper” to impose an %18 tax on sugared beverages and beverages 

containing corn syrup.105  It is established that incentives for appropriate resource 

allocation are best achieved when the true cost of goods and services is maintained.106 

 

73.  Bergonia has not stated that it was in a state of national emergency.  While the WHO 

has impliedly condoned the issuance of compulsory licenses in limited situation of 

national emergency, USAIDS has clarified these measures are only appropriate in 

countries where HIV/AIDS is the cause.107  Granting compulsory licenses for obesity 

is far from what USAIDS had in mind when supporting the issuance of compulsory 

licenses for health related emergencies. 
                                                
100 Biadgleng, at  19. 
101 Annex 3 Uncontested Facts, ¶ 7. 
102 First Clarification, Q. 14 
103 First Clarification, Q. 23 
104 Cahoy, at 177-178. 
105 First Clarification, Q. 21. 
106 Id. at 178. 
107 UNAIDS, 1999, p. 2. 
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3. The compulsory license was not used predominantly for the supply of the 
domestic market. 

 

74.  Article 31(f) states if a compulsory license is issued, any such use shall be authorized 

predominantly for the supply of the domestic market of the member authorizing the 

use.108 

 

75.  Although Paragraph 6 of Article31bis creates an exception to the general TRIPs 

requirements that compulsory licenses be granted predominantly for the domestic 

market,109 this exception does not apply here.  While this exception loosens the 

domestic market requirement of TRIPs, allowing developing countries to export to 

other countries where there is a national health problem, the rule also requires that the 

importing member have “no manufacturing capabilities.”110  However, the countries 

importing the health products from BioLife and the other firms have their own 

pharmaceutical manufacturing capabilities.111  Moreover, it is clear that only one of 

the counties of export destination has been confirmed as a developing country.112 

 

76.  Paragraph 6 of the Doha Declaration provides that where a developing member of 

the WTO is party to a regional trade agreement Article 31(f) of the TRIPs agreement 

shall be waived.113  While the importing countries are members of a customs union 

with Bergonia, local MedX subsidiaries already license production and sale of the 

patented treatments within these other countries.114  Paragraph 6 only allows this 

waiver to the extent necessary to enable a pharmaceutical product to be produced or 

imported into the developing country.115  Because the importing countries have 

pharmaceutical production capabilities, this exception does not apply. 

 

                                                
108 TRIPs, Article 31(f). 
109 TRIPs, Article 31bis, ¶6. 
110 See Paragraph 6 Decision, at 2(a)(ii). 
111 First Clarification, Q. 14.  
112 Second Clarification, Q. 3. 
113 Paragraph 6 Decision, at 6(i). 
114 Id. 
115 Paragraph 6 Decision, at 6(i). 
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4. The compulsory license was not subject to judicial review or other independent 
review. 

 

77.  Article 31 of the TRIPs agreement, requires that the legal validity of any decision 

relating to the authorization of a compulsory license shall be subject to judicial or 

other independent review by a distinct higher authority within that state.116  There has 

been no independent review of the decision to grant the compulsory license.  

 

78.  Following the IP Office’s administrative decision to issue the compulsory license, 

the Claimant filed an appeal with a Patent Review Board within the Bergonian IP 

Office.117  However, the Patent Review Board is a quasi-judicial body.118  Further, the 

board was within the IP Office, and not in a distinct higher authority.   

 

79.  Additionally, the board could not be considered independent, because it was the IP 

Office who was paying for the judges’ service during the appeal.119  There was no 

independent judicial review, thus Claimant is entitled to compensation. 

 

 

IV.  CONCLUSION  

 

80.  Respondent, through its IP Office, has breached its obligations with respect to 

restraint from expropriation and discriminatory treatment under the Bergonia-

Conveniencia BIT, the Bergonia-Tertia BIT, TRIPs, and relevant international law.  

This dispute satisfies the jurisdiction requirements of Article 25(1) and Article 

25(2)(b) of the Convention and constitutes an investment under international law.   

 

81.  For the forgoing reasons, Claimaint requests that this Tribunal exercise jurisdiction 

over the current dispute and award a fair, adequate, and just compensation as relief 

for Bergonia’s expropriation of Claimant’s foreign direct investment. 

                                                
116 TRIPS, Article 31(i). 
117 Second Clarification, Q. 17. 
118 Id. 
119 Id. 
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V.  RELIEF REQUESTED 

 

82.  In regard to this submission, Claimant respectfully asks this Tribunal to find: 

(1)  that this Tribunal has jurisdiction over this dispute; 

(2)  that Respondent has violated its obligations under the Bergonia-Conveniencia 

BIT, as well as TRIPs; 

(3)  and that this arbitration should proceed to the Quantification of Damages Phase. 

 

RESPECTFULLY SUBMITTED ON SEPTEMBER 7, 2009 BY 

 

 

------/s/--------------------- 

Team Lauterpacht 

on behalf of Claimant 

MEDBERG CO. 
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