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2e The regime should govern the exploratign_of the sea-bed and occan flovor, and of -
their subsoil and the oxploitation of the hatural resources of tﬁisiarea

The agreenent showuld specify precisely which resources are concernod. For this
purPose the definition of -resources of the Convention on the Jontinentel Shelf might
be drawm on, ‘The regine would thus embrace the mineral resources of the sea bed
beyond rational jurdsdiction at presont known, including hydrocarbons, manganese
nodulesg, phosphate deposits and mineralized muds, but neot nirersls recovered from the
actual waters of the scas. It would seen more natursel to regerd such minerals as

' pertaining to the higﬁ 8COS. Sedentary living resources cepable of commercial
developnent would also be subject to the regimo, although we do not at present know of
any such existing ob substanticl dspth. '

3. The ngreement should define the area in which the regine is to ocpply

VWhen the regime oventually comes into force, the internationsl conmuniiy must
know to what area it applies.

L The nercenent should provide that the establishnent of the resinme does notb affect
the legal status of the superijacent waters as high sens or that of the aiy space
above those waters

5. The ogrecment showld provide thot, subject to tho right to. take reasonablg neasures
for the exploration of the zsres ond the exploitation of its notursl regources, as -
‘provided under the regine, the loying or nmaintenance of submarine cobles or pipe-
lines should not be inpeded. Horeover, the cxploration of the asrea and the
exploitation of its resources should not result in sny uniustifisble interference
wilh other uses of the sca-bed or of the high seas, including the congervation of
the living resources of the sea, or in any interference with the freedom of
sclertific research

The agreenment should provide heasurcs to eliminate or reduce as far as possible
conflicts betwoen the legitimate interests of the operator snd those of other users
of the high seas and the sea-bed, and to this end could deél, crongst. others, with the
following questions: ‘
(a2} the prevention and control of pollution of the marine enviromment resulting fron
research inte and exploration of the area, or expleitation of its natural rosources;
(b) the conscrvation of the natural resources of the area;
{c) the prevention of unjustifiable interference with navigation, everflight and
' fishing;
(d)  the promotion of international co-operation in scicntific rosearch in the area and.
arrangemenbts for naking asccessible to all the results of such research.
Scientific research wowld be defined in such o manner as to distinguish it clearly
from comnercial prospecting. |
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6. The sgreement should provide for the cstablishment of an intermaticnal bodyv o
administer appropricte parts of the regime in accordance with its bprovisions
(2) Such an international body might forfi a part of the United Nations family,

(b) Tho agreement might provide for a plenary conference of the States Parties to the
agreement, The plenary conference's powers and functions would be defined in the
international agreement establishing the regime ond the conference might elect a

Board of Governors who would be responsible for administering such of the provisions

of the agreecment as were within the competence of the inlbernational body. Buch a
Board of Governors might be small in size in the interests of adninistrative

efficiency and its membership should reflect a balance which would inspire confidence
and would reflect the interests of, and the technical contribution which coﬁld be made
by, the developed and developing countries, both landlocked and méritime. In principle
such a Board might ﬁork on a majority voting basis, The international body should
élso“have a Secretariat respongible for the day to day conduct of the business of the
international body and for the preparation of matters for decision by the Board of
Governors.

(¢) The agreement establishing the regine would need not only to specify bthe form of
the international body, but alsce to lay down in particularly clear and precise
provisions the rules by which it would operate and the criterih it shouvld follow, in
order to reduce to the minimum the scope for disagroement.

(d) However precise the terns of the agrecment, the possibility camct be discounted
that there may'be international disagreenrents about the way the international body
should operate or about the meaning and implementation of its decisions. The agreenent
should, therefore, provide separate arrangements for the settlement of disputes betwsen
States parties or between States parties on the onc hand and the international body on
the other,

7. The agrecement should provide for the allocation of licences to States

(a) The possible range of methods for the sllocation of rights to explore and develop
resources within the reginc is described in the sccend part of the Secrotary~Generalls
study in decument 4/4C.138/12 and in A/AC.138/23., There are major difficulties about
the actual conduct of operations on the seca-bed by or om behalf of an international

agency.
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(b} The most suitable regime night be one under which licences (either for all
finerals or for specific minerals) would be issued by the internatiﬁnal body to Member
States only, such States being then responsible for sub-licensing operators under their
ownn legislation, wvouching for the technical and financinl competence of such operators
and ensuring that ogreed sbandards and safeguards {which could be set‘out in the

agreenent) were conplied with,
8. Hgultable sliocation of licences botween Stotes Parties

(a) The ugroament mipght provide for division of the whole of the sea-bed outside
national jurisdiction into-areas (celled "blocks® and possibly defined by reference to
co-ordinates of latitude and longitude) large encugh to permit of efficient exploration
and exploitation but small cnough to allow fair opportunities to all States parities to
the agrecment.  Different kinds of resourccs may require different sizes of blocks.
These sizes will be influenced by geological and cconomic factors (including tho depth
of water at the site of operations, disténce fron land ond from sources of supplies,
and kinds of eﬁuipment necessary) about which there is insufficient knowledge at
present to form a basis for judgnent.

(b) Tho agreenment should determine what proportion of the blocks available would be
open for application by cach signatory state, It would be for consideration what
ceriteria should determine the proportions to be availabie to each signatory state.

If any state failed to ratify within en agreed poriod after the entry into force of
the agreenent srrangements might be nade for its share to be reallocated.

(c) 'Upon_eﬁtry~into force of the agreenent, any State party would be free tc apply
for blecks aveileble in the poriod in guestion up to the naximn nunber open to it.
Statos might be required to show that an operator or operators wes available who would
be intoerested in working in the area. The international body would autonatically
allot licences in-respecﬁ of blocks for which there was no more than one bid. In the
case of bonpetition for a block, allceation night be either to the first applicant
State on the basis of o tined and dated application or by mutual agroemont betwean the
applicant States, which night include jolnt operations, or by the applicant States |
being given an opportunity to amend thelr spplications so as te refor to blocks not
elready cllocated, or failing all else by determination of the international body based

sclely on randonm selection by computer.,
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{d) Provision mighl be made for a fixed proportion of blocks to be licensed for
development Juring successive periods of fifteen yedars following the entry intc force

of the agreenent. While the number initially available would thus be restricted, the

blocks would not be restricted to any particular geographicol location.
(e) The agreement night provide for the relinguishmnent of parts'of holdings at

stipulated periods.. Such arens would revert to the pool of unlicensed blocks and the
Stote concerned could be credited with o reduction in its total holding.

9. ' The nature of the liconces Lo be issued would reguire precise definition

() For the purpose of allecating licencos, the process of exploring and exploiting
should be divided iﬂto two phases, the first (here called "prospecting") involving
comparatively low invaétment, the second {"dovelopment®) beginning at the point where
it becomes necossary to make very subsbantial invostments. These phases noy be
tentatively defined as'follawsﬁ
(1) prospecting: broadly based surveys, genorally of large arcas in the first
lnstance, leading, by ?rogressivo nérrowing of the scarch, cither to the
location of minoral occurrences of possible econonic importance or to the
identification of aress vhore hydrocarbons nay cccur;

(11)  development: all activity boyond the prospecting stege up to and ineluding
production end beginning with the detailed investigation of minersl
ocourrences or the establishing whether hydrocarbons are present in
potentially'favcurable areas.

(b} The best regine night be one under which liconces would be issued for prospecting
and for developmont of the resources of the sea-bed in the form of a systen comprising
(i) non—éxélusivc prospecting licences rnd (ii} exclusive development licences.

(c) Bréadly based search, over large 4reas, could be on tho basis of a non-exclusive

préspecting liconce. Non-exclusive licendes would nuthorize.prospecting in any area
not suﬁject to exclusive licences, but the prograrme of work would have to he filed

with the international body by the liconsce State. Non-exclusive licences would not

count against a State's licence quoita.  Such liconces might be subject to renewal at
the option of the licensce State, say overy three years, . Nen-exclusive licences would
lapse if the licensee Stale foiled at the proper time to exercise the option for

rencwal.
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(d) On the other hand the more detalled work in smaller areas involved in establishing
whether hydrocafbons are present, cvaluating o deposit and production can be undertaken
orlly on a basic of exclusive development licences. Similarly the development of
"other minerals can only be on an exclusive basis.,

(e) Exclusive devalopment licences should be issued for a periocd long enough to
ensure that tﬁe miineral resource potqntidi is fully cvaluated, toroffér the operator
an adequate return ond to enable tho ecobnonic poteniicl to be realized.

(£} Subject4to (e) chove, uﬁon termination of the period‘of velidity of an exclusive
licence, the block(s) conccrned should rovert to the pool of unlicensed blocks,
(g) To avoid the possibility of allocotec blocks remeining undeveloped, it would bo
necessary to stipulate o minimm work @rogramme for exelusive dcvélopment 1icencé
holders, possibly expreésed in terns of expenditure. Thc licensce State night be
required to deposit a bond egusl to the cost of the work programme which might be
forfeit if the work prograrmie were not fulfilled.

{(h) The internationél body could revokc licences if the licensce State failed to
discharge proporiy other major obligations of the liconce.

(i) Operators would be subject to the laws, including the‘tax regine, of the State
fron which they had derived their sub-liconce (whesher oxclusive or non-oxclusive)
during the currency of the sub-licencc and thereaftcer in resﬁéct of acts porforﬂod
during the perisd,

{j). A sub-licensce would require protection against unrcasenable surrender of the
licence by the State.

10. The ggreement should provide for the payment of internstional royaltics and for
the licensing fees in respect of operations conducted under the rezime.

(a) The level of such payments would have to be caleulsted carcfully to cnsurc that
they did not have the offcct of discouraging thﬁ developnent of sea-bed resources.

(b) Licensing fees should he limited to what is necgésary to cover the administrative
costs of the international body. They would be payablc_by the State which would be
entitied to recover such foés from its sub-liconsees, together with such other.
administrative expenses as might be incurred by it in the exercise of its own

responsibilitics under the agreement.
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{c) The State would be obliged te poy an international royalty which should be
distributed for the benefit of States porties to the agreement cstoblishing the regime,
teking account of the special nceds and interests of the developing countries, As
tha Secretary-General polnts out in his study, such funds coilld be administered either
through soie new arrangcm@hts or by making usc of existing machinery.
(d) Royaltics should be calculated by reference to the volume or weight cf production
and not on the basis of revenuc or prefits.
{e) Tho scale of royaliies which o State will be called upon to pay throughout the
period of its activities should be known in advance, although this night inelude
provigion for a variable scale of poyments (depending for exompls on levels of
production or the year of development) in order to encourage orderly developnient at
an econonic rote. Sirdlarly the terms which an operator would be called upon to neet
should be known in cdvance.
11, The spreciient should moke provision for Operating Rules

The agreement night loy down that coch State would be responsible to tho

international body for ensuring that its sub-liconases, whether working in lblocks
allotted to it or under a non-exclusive licence, did so in accordancc with the
provisions of the regime and nct aporopriate siandards, partiéularly in the fellowing
respects:

(2} +technical standards in perfoming the work;

(b) prevontion of weste in the development of the resources;

(c) safety of personncl and cquipment;

() prevention of unjustifinble interference with cther uscs of the high scas;

(e) provention of pollution and other demage te other resources and to the enviromment.
The gonoral gtandards to bo achieved cvould be laid down in the Treaty but more detailed
rules might boe drawn up by tho international body or by the individual States; tho
States in turn wiuld notify the international body of the rules they had laid down.

12. Arrcngenents would be needed to verdify that States werc conpliving with the agreement

(a) The internstional body might hoeve the right under clearly defined arrcngemonts to
inspeet operations which werc being carried out, to satisfy itself thot required

standards were being observed. To ossist the international body in this respoct, the
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agreenent night contaln provisions'enabling it to ecall on Stétes for summaries of
the progress nade by their sub-licensed operators, the locations at which operatiocns
were boing carried on and could be inspecied, and other useful information
(e.g. geological data),
() The sgrceenent should alse conbtain appropriate safeguards against the disclosurc
of operators' commercially valuable informatiorn.
13. Liability for Danage

Provisions governing liability for damage (including to other operators, other

users of the soa; the living resources of the sea and the coasis of States) would
need to be included in the agreement. These provisions would aim at securing

reimbursenent of the cost of renedying tho danags.
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