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THTFRNATIONAL SE4A BED. REGIME:
UNITED KINGDOM .PROPOSALS FUR ELEMENTS OF A CONVENTION

The principal chéracteristics, and the main adventages, of the propogels in

this paper are the following: '

() they not only provide the.means for a fair distribution of sea bed
revenues, but they also provide an equitable means of access to the
resources of the sea bed. The system envisaged for the allocation
of licences would offsr fair opportunities to all States, whatever
the stage of their development, while allowing production to be
maximisged, ' _

(b) Becausc of the naturet of the proposed regime the internatioﬁal
machinery required for its administration would be relatively simple.

The pr0§osals eﬁvisage an institutional structqfe which would be

entirely adcquate for the purposes of the regime but would not be. so

coatly as to absorb a large part of the sea bed revenues or so complex

&5 to brcome cumbersoms in operqtion..
UnGer the trusteeship area concert put forward by the United States and supported
by the United Kingdom, the arrangsments suggested in this paper would be applicable
mainly to the sea bed area beyond the trustesship area. But they would also apply

in certain respects to the trusteeship arsa.
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FONCTIONS CF THE AUTHORITY
2. The United Kingdom Government propose that the Convention should provide for the
Under

issue of non-exclusive prospecting licences and exclusive development licences.
the trusteeship area concept the ihterﬁétionél Authority wouid issue licences beyong the
truéteeship ares to States partles who could theﬁ sub-license opergtors., Within the
trusteeship area the power to lssue licences to operators would be ﬁested in the cocastal
State.  The Authority would receive'royalties on production from operations both within
and béyond the trugteeship area. The Convention would have to provide that licences
once issued could not be modified unilaterally pnd ensure that the rights of sub-licensees
were fully protected. 7 '
3. The Convention should establish a system under which all States parties can obtain
s Talr share of exclusive llcences in the international area beyond the trusteeship area.
It should therefore impose a 1imit on the total area any one State may hold under licence
at any one tine. -
4. The area %o which individual licences would relate should be clearly and precisely

- defined. A grid systenm, defined by reference to coordinates of latitude and longitude
and based on an internatiogélly agreed geédetic datum, would be by far the most

satisfactory.

5. The Convention would contain a formula for determining the total entitlement of each
State party and within the quota thus made available a State would be free to apply for
licences in any part of the area irrespective of geographical location, The Conventiion
would also provide for a phased distribution of licences every so many years, when each
State party could apply for exclusive develépment licences up %o a specifisd percentage
of ite quota. This would ensure the orderly development of sea bed resources.

6. The Authority's functions in. the issue of licences would thus be primarily
administretive. The only occasion when the Authority would have to decide where a
State was permitted to operate would be when two or more States applied for exclusive.
licences for the same area,

7. Under this system all States pafties whethér land-lccked or coasbal, developed or
developing, would be provided with the opportunity to participate directly in the
development of the resources of the sea bed beyond the trusteeship area. This would
mean bthat as soon as the Convention came into force States wéuld he pregented with
increased possibilitieé of developing the industrizl and technological basis of theilr

~economies as well as deriving benefit Trom a shore of sea bed revenues. 4 State might—
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decide to carry out exploration and production itself through a State agency or through
z State-owned corporation, Alternatively, a State could sub-licence its area to third
parties., It would be entirely for the State to decide whether such sub-licensees

‘shoudld be commercisl enterprises or public corporations, which in either case might be

constituted in its own or some other country. States would have complete discretion '
whether or not to employ foreign experts. Within certain limits prescribed by the
Convention, thé terms of the sub~licence would be a matter for free negotiation between
the‘State and the sub-licensee concerned. Some States might issue sub-licences on more
advantageoﬁs financial terms than provided in the licences issued Yo them by the
Authority.  Others might choose to impose more onerous terms. Operations under &
sublicence would be governed by the fiscal law of the issuing State, subject to certain
overriding provisions of the Convention. States could enter into arrangements with
other Stateslwhereby thelr quotas would be pocled. In this case the Authority would
have o be satisfied that the_érrangemsnts provided for an entluy which was legally and
administratively competent to desl with the Authority on behalf of the pooling States.
A1l those alternatives available to States parties would be subject to the obligation”
of States to safisfy the futhority of their ability to meet their commitments under ihe
Convention. Flexibility of this kind would ensure that no State;, group of States or
political or social system.ﬁas at a dissdvantage under the Convention, and that sea bed
resources would bs developed with maximum_éffiéiencyy .

8. The provisions of the Convention dealing with licences would cover, inter allas, the
following matters: the procedure for issue.to States parties, duraticn of licences,
work obligaticns, relinguishment, opefating rules, liability for damage, and all
financial matiters such as licence fees and royalties.

Prospeecting Licences : . | |

. Progpecting licences would vrovide for broadiy-based geological, geophysical and

geochemical surveys over 1arge areas excluding, however, any areas subject to exclusive .
development licences. Prospecting would be subject to certain techaical conditions,
and programmes of work would have to be filed with the Aﬁthority by the licenses State.
Development Licences

10, As regards hydro-carbons, the cost of operations in deepsr waters will be high in

relatlon to the cost of operqtlons in shallower waters, which is 1uself hlgh in rélation
to land-based operations.  Because of this, small hydro- —carbon reservoirs are unlikejv

to be econcmic, HBoldings in deeper water would, therefore, have to be sufficiently



A/BC.138/ 46
pags 4

large to provide a reasonable chance of discovering a substantl 1 reservoir.  DBecause
discovering and developing such a reserveir is 11kely o be a lengthy process, licences
would also have to provide security of tenurc over an extended period. A véry similar
consideration applies in the case of other minerals, where areas would need tc be large
encugh to al¢ow an operator a reasonablc cha nee to prove sufflcient reservus to justify
bbmmercial'exﬁloitation.

ilm Exclusivellicences for the exploitation of'hydro-carbdns (although not necessarily
for other mlne?als) could; however, be subject to provision for substantial progressive
rellnqulshment of areas which were not successfully brought into proauctlon, This
would mean that meny areas would become available for re-licensing from time to time and
that eventually only those parts of each original licence area which were in productlon
would remain under the control of & licensee for an exiended period, It would be
important, in order to avoid fragmentetion of licence areas, that where licences for
contiguous areas had been granted at any cne time to one licensee, the relinquishment

provisions of the Convention would apply to the whole ares so held

“

and not to individual

liconcb areas,
12 Work obligations should be laid down in order to encourage sea bed exploration and
developnent, They should be expressed in terms of minimum anmual expenditure specified
in the original licence, In the case of hydro-carbons those obligations ocught to relate
to the totel expenditure on contiguous areas held by one licensee,

Royalties

13, Work obligations would cease to apply to arsas in which production had been achieved,
and royalty payments would be introduced. These would be paysble on a scale related
inter glia to the volume of minerals produced and conditions of production. They would
be fixed at the time a licence was granied,

Fees

14, & licence fee would Le payablc by the State concerned upon issue of a licence.

order to provide a regular source of income for the administrative functioning of the

In

Avuthority, continuing annuel payments wculd be necessary throughout the period of a
licence.  As these payments would not, however, stand in direct connexion with sea bed
development they should be kept as low as possible and could be offset against royalties
g soon as prodiction began. '

Mmerdment to Terms of Licences T

15, Because of the novelty of many of the problems involved in deep sea bed development,

of which experignee 1s limited, it would be impracticable at the ocutset, when the
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Convention is negotiated, te lay down in it terms and conditions covering every necessary
requirement of licence terms (including finandial terms) and procedures. Once the
Convention was in force the Authority would need to keep its licensing provisions under
review and in the light'of experience adopt sultable revisions end sdditions for
application to licences to be issued thereafter. To facilitate the revision it would
probably be convenient if the licensing provisions of the Conventicn, in view of their
complexity, were contained in an Annex rether than in the body of the Convention.
THE STRUCTUEE OF THE AUTHORITY |

16, The institutions set up to administer such a regime under the Convention would be

simple, reflecting existing institutions of a technical nature whicl have proved to work

well, The Authority would have the following organs:=—
L.  in kssembly consisting of all States parties to the Conventicns;
B. & Governing Council, the membsrs of which would be elected by the LAssembly;
C. & Secretariat which would be headed by a Sscretary-General appointed by
- the Assembly and which would include a Corps of Inspectors which could form
the nucleus of Regional Offices of the Authority.
There would also be machinery for the settlement of disputes and might also be a

Distribution Agency whose Board would be elected by the Assembly,  The powers and

functions envisaged for these orgens are considered in more detail in the following

paragraphs.
The Assembly

17. General supervision over the operation of the Authority would be exercised by an
Assembly would meet In

4sosembly consisting of all parties to the Convention. The
Plenary Session (say every two years) and in Extraordinery Session at the request of, say,
one third of a1l States parties. It would éiect ite own President and defermine its

own rules of procedure.  fAmongst its responsibilities would be the approval of the
Authority's budget; the eleetinon of the Gouncil; the appointment of the Secretary-
General; and the election of the Board of any Distribution Agency.  The Lssembly

would also lay dewn the guidenliﬁes which the Board of such an Agency would have to
chserve in the distribution of funds in excess of the administrative requirements of

the Authority. '

18. In the interests of efficiency and of cconomy immedizte Tesponsibility for the
functioning of the Luthority would be vested in a smaell body -~ the Council - meeting as

often as might be required and at least once a year. An important function of the



A7AC.138/46
page 6

Council would be the pericdic review of the licensing and other technical provisions of

the Convention with a view to ensuring that they reflected knowledge gained through
experience and the development of technology. The Council would also have special
responsibility im relation to conservation and to pollution caused by operations

exploiting the sea bed, possibly with specific powers for dealing ﬁith an émergency,

such as a blow-out. Within limits preécribed by the Comvention it would be for the
Council to determine what proportion of the quotas to which States parties.would -be
entitled (see paragraph 5) would be made available for exclusive development licensing

et any ore distribution, snd to decide upon the dste of distribution and related procedural
details, '

19, The membership of the Council shouid reflect the diversé interests of States parties
to the Convention, including those of the developing and landiocked countri-s. However,
Just as it would be éppropriaﬁe to give developing States a special pdsition on any

institutlons of the Authority which might be set up for the purpose of distributing sea
bed benefits, sc it would be ﬁocessarﬁ to meke speciel provision on

those States with an established sea bed technology, who have a special contribution to

the Council for

make in orgenising sea bed activity and without whose support no international regime

in this field would be viable, This could be done by designating as members of the
Council a limited number of industrialised countries which, either directly or through
comnerclal enterprises Hésed on their territory, have or develop a substantial sea bed
technology.,  An dmportant criterion in establishing = country's claim to be e designated
member of the Council might be the extent to which it has an established tradition and
expertise in the transfer of technological skills and abilities to developing countriesg
20. The Council would have the responsibility for issuing licenses to States in respect
of the area beyond the trusteeship area and determining their techrdcal competence for
this purpose. In general the Council would not exercise control over sub-licensees,
which would be the responsibilitv of States. However, it might be thought eppropriate.
to give the Gouncil powers to regquire the revocation of a sub=licence in cases where a
State could not show that its sub-licensee satisfisd the technical and financial
requirements of the sea bed regime. Whers. the Council had good grounds for doubt as

to a Statels ability to carry out its responsibilities under the Convention, it wight be
empowersd as an alternative to withholding a licence, to require errangements whereby
the State concerned entersd into an agency oe partnership agreement with z regional -

organization, or perhaps with anvther contracting State if the arrangements were such as
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to enable the two States In conjunction to satisfy the requirements of the Convention.
While the primary obligation to meet the Authoriiy's requirements would lie with States
there might also be cases involving pollutlon or danger tc life where immediate action
was reguired, The Convention might therefore provide machinery enabling the Council to
instigate and concert urgent action in these cases.

21. The Convention would‘make provision for the Council to delegate some of ite funciions
(for example, in the field of issuing llcences) to the Secretary-General. He would have
to exerclse these delegated functions in aeccordance with such directions as the Coun01l
might give him and subject to such conditions as the Council might impose, and he would
be responsible for fhe.pfeper discharge of these functions to the Council which would
maintain a genersl supervision over them.

Distribution of Benefits ‘

224 ISRA would ‘be gelf-financing, Its'administrative expensges would be the first call on
all sea bed revenues. As these revenues grew there would be a surplus which would be
availlable for distribution for.the benefit‘Of States parties.  The Convention might
provide for theee to be baid automstically into an agreed United Nations fund.
'Alternatlvely dlsbursements might be put under the control of a Dlstrlbutlon Agency with
a board, electéed by the Assembly, con which there would be a ma3or1ty of members from
developing countries. The_principel criteria for disbursements would in this case be
laid down in the Conventilon and the Aesembly weuld.provide any'suppleﬁentary guide-~-lines -
which might be necessary., Within this framework the Board of the Distribution Agency

would control disbursements in its discretion.

23. In laying down ‘“the principal crlterla for disbursements, the Conventlen,mlght reserve-
a proportion tc projects which. contribute to the development of the sea bed as the common
heritage of mankind. The Board could have dlscreﬁlon_to‘support a very broad range of
projects under this heading, including technical assistance to enable States to enjoy-
their rights and to carry out their obligétions'under“the Convention and a Wide variety
of research and development projects carried out hy netional or international
organizations in the merine environment, Gohservation schemes and projects spensored
by the Regional Offices of the Authority might salsc qualify.

Machinery for the Settlement of Disputes ,

2l However'earefully and precisely the Convention is drafted disputes.may arise either

between,states parties or between States parties and the Authority.’ White it 1s to be
expected that these will in the normal ccurse be settled through diplomatic channels or
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through informal discussions under the auspices of the Authority, there will be cccaslcas

when special machinery may be fequired for this purpose. Existing arrangements,
including the Internstional Court of Justice, might have a role to play in this context,
However, it could also be agreed that the Convention should provide fcr.a Tribunal to
which parties to a dispute could hdve recourse in' the absence'of e solution by other
methods, The jurisdiction of the Tribunel would include, for exemple, disputes'as To
the interpretation of the'Convention, disputes arising out of the terms of licences and
disputes concerning boundaries of allocated areas. It might be possible to enable the
Tribunal to settle disputes by a process of conciliation as well as by adjudication.
25. The Tribunal would have to be entirely independent. To this end thé Convention
would cstablish o panel of persons, nominated by the States parties, who would be either
gualified jurists or persons specially qualified in sea bed operations, technology and
allied scicnces. Where z dispute came befors the Tribunal, each of the parties would
be entitled tec designate one pérson from the panel and the persons so designated could
then jointly select a further member of the panel (who would have to be legally gualified)
to act as Chairman, K . '
The Sscrebariat ,
26, There would bc a Secretariat hesaded by a Secretary-General who would be appointed by
The

he recommendation of the Council for a period of, say, six years.

ch

the Agsembly con
Sueretariat would be internationsl in character, responsible solely to the Authority and

would be funded from sea bed revenues, It should be Kept as small and economical as

poszible.

27. The main functions of the Secretariat would be to service the institutions of the
futhority and any subsidiary bedies they might establish.  Apart from any aunthority
gelegated to him by the Council, the Secretary«Generél would be responsible inter alis
for maintaining records, prepering the budget and circulating information to States
parties. In discharging these functions the Secretariat would be answerable tc the
Counecil. '

The Ingpectorate

28, In order to ensure that technical standards were beilng observéd the Secretariat would
inciunde a Corps.of Inspectors. The Convention might provide. for Inspections to be
carried out as a matter of routine, subject only bto reasonable notice being given,
Safeguards for the confidentiality of commercial information would also be required and
States would have to retain the right tc refuse inspection by individuals whom they

regarded as unacceptable.
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hegional Offices
29. The number of ingpectors required by the Authority need not initidlly be large.

Once actlvity had gathered momentum, the inspectoraté might be déployed regionally to
form the nucleus of RegionalVOffices of the Authority. These could undertake a variety
of subsidiary activities in addition to their inspectorate functions provided these
actiﬁities were kept separate from the inspectorate and wére separately funded. For
eia;ple, the Regilonal Offices could provide technical advice on such matters as the
training‘of personnel required by States parties to administer sea bed operations.

In this way, the Regional Offices'might in due course have an imporisnt part to play

in assisting States parties Lo take Pull advantage of their rights under the Conventicn.
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