UNITED NATIONS _—
T N LIMITED

GENERAL A
ASSEMBLY

ENGI IEH
Original: FRENCH

COMMITTEE ON THE PEACEFUL USES OF THR SEA-BED
AND THE OCEAN FLOOR BEYOND THE LIMLTS o
FATTONAL JURISDICTION

SUB~COMMITIEE I
ERELIMINARY'DRAET ARTICIES CONCERNING THE BASIC PRINCIPLES OF
THE REGIME OF THE INTERNATTONAL AREA OF. THE SEA-BED AND THE. SUBSOIL
THEREQF AND REGULATIONS FOR THE GRANTING AND ADMINISTRATION OF
LICENCES FOR THE BXPLORATION AND EXPLOITATION OF-MINERALS

Submitted by Itely

Explahatory Rote

The Italian delegatlon hag examlned with the greatest 1ntexest ‘the varlous

documents and proposais whlch have been submitted concernlng the establlshment of

a régime for he axploratlon and exp101tatlon of the mineral resources of the sea»bed
and the subsoil thereof beyond the limits of national jurisdiction. Ibllow1ng that .
examination, it considered that it would be useful to prepare a proposal drafted in
an "organic" way and dealing more particularly with the system for the granting of
licences. It7inthH& Durpose of these preliminary draft articles to contribute to
the study of the irntermational régime and .o éfforts to find the legal discipliine
most appropriate %o the system for the granting of licences. The Italian delegation
remains convinced that such & system, either alone or possibly in conjuhction with

other systems, constiftutes an essertial instrument For the implementation of The

international régine,
To attain this objective, the licensing system should function in a way that

will enhance the role of the International Authority. Accordingty, the Italian

proposal is guided by the following criteria:
(a) the need to give all States, irrespective of their level of development,

access to the mineral resources of the internstional area;
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(e)

(a)

(e)

the need to prevent the emergence of monopolistic or oligopolistic situations
in the intemational area;

the need to ensure an egquitable dist~ibuiion of the mirsrals extracted in the
international area;

the need in this way to make available to the International Authority a
subatantial share of the ouflnut of such minerals, or its equivalent in cash,
50 88 to make possible effective control of fluctuations in the prices of
minerals or raw materials extracted on land; '
the need to ensure the economic efficiency of the Internationsl Authority

by means of a legal system thai promotes collaboration among economic
operators, States and the International Authority.

The Italian proposal is presented in itwo parts. These parts are reproduced

below. The first, in section "A", conteins preliminary draft articles on the basic

principles of +the régime of the intermational area of the sea-bed and the subscil

thereof, while the second part, in section "B", contains preliminary draft articles

concerning regulations for the granting and administration of licenceg for the

N
exploration and exploitation of minerals in the intermational area of the sea~bed

and the subsoil thereof.

L
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SECTTON "A

_ PRELIMINARY DRAFT ARTTCLES ON THE BAoIC PRINCIPLES OF
THE REGIME OF THE INTERNATIONAL ARDA OF THE SEA-BED AND THE SUBS0LL THEBEOF

Artlclm 1
INTFRNATIONAL AREA OF THE SEA-BED AND THE SUBSCIL THEREOF

(1) The international area of the sea-bed and the subsoll thereof comprises the

sea~bed and the ocean floor, and the subsoil bhareof beyond the limits of
national Jjurisdiction.
(2) An International Autnorlty shall be cstabllshod for the 1ntarnatlonal ares of the
o sea~bed and the °ubuoll thereof which constitute thc COImCcTn herlt ge of manlind .
‘ Article 2 '
PROTEQTION OF OTHER ACTIVITIEb '

1) Operatlons carrled out in the intermational area of the sea-bed ard the subgoil

thereof shall not in any ey impair the preservation of the living resources
of the ses or cause any unguatlllable interference with the other uses of the
high seas such ag navigation, overfllwht fishing, and. the 1aV1ng and

_  utilization OL submarine cables and plpellneu. v _

.(2) nOlentlflc resgarch in the international area ohall be free; however, before
undertaking any research oneratlon, Lhe party in guestion shall submit its
regearch plan tc the competent organ OF the International Authorlty.

"Seientific research™ means all OpeTatlonb carried out by quallfled persons or
ingtitutions for the purpose of obtalnln - data, which shall be made publ¢c and
be made available to all. '
Article 3
REGULATIONS CONCERNING TICENCES FOR THE EXPLORATION AND EXPLOLTATION OF MINERALS
(1) The Inbernational Authowity shall be the exclusive administrator of the

mineral resources of the international areca's sea-bed and the subsoil thereof.
(2) The Inteérnational Anthority shall issue instruments authorizing the exploration
and exﬁi&itation of minersls to High Contracting Parties or to phy31cal or
juridical persons sponsorced by a High Contracting Party. |
(3) A High Coﬂtracbln5 Perty which acte as patron of a physical or juridical person
shall vouch for the technical and flnqnolal capablllt es of the sponsored person,
ag wellia for the app 11cat10n of the ﬁrOVlblOﬂﬂ of thig Lomventlon and measures

adopted by the futhority in conformity with those provisions.
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(4)~-The High Contracting Party mey require the sponsored person to pay a
presentation fee covering the reimbursement of expenses and excluding any other
payment by the sponsored person, for whatever purpose, in coﬁnexion with
activities of prospeciing, expldrationrand exploitation;

(5) Licences for the cxploration and éﬁplbitation of minerals shall be divided into
three categoriess: . '

(a)l non-exclugive prospecting licences;
(v) exclusive exploration libences;
{(c) exclusive exploitation licences. _

{6) Licences shall be issued for the ?rospecting, exploration and éxplbitation of
one of the following three categbries of minerals:

{a) minerals of the sea—-bed's Subsoil extracted in a fluid state, such as
petroleum, natural gas, sﬁiphur, salts which can be cxtracted by dissolutiony
etcs coeg '

(b) minerals situated on the surface of the sea-bed, zuch as manganese nodulssg,
metal-bearing muds, etc. «..3

(¢} so0lid minerals of the sea-bed's subsoil, such as cgal, metal ores, eto. ....

(7) Licences issued by the Tnternational Authority for the various categories of the
minerals referred to in the preceding paragraph may totally br‘partially
superimpose one another and may be issued to different applicants and to applicants
of different nationalifties. The various licensees for different categories of

. minerals in the same sector or in overlapwing sectdrs shall carry out theixr
respective activities in such a way as not to hinder winecessarily the activities
of the others.

(8) Minerals extracted in the international area in conformity with the Iicences
issued shall be so divided between the holder of an éxélusive licence for
exploitation and the Internalicnal Authority as to ensure the licensee
reimbursement of his operating costs and prior exploration costs, as well as
compensation for hig miniﬁg risk., The International Aathority may require

the licensee to market the output.f/

f/ Reimbursement of the costs borne by the licensee and compensatior for
hie mining risk wmay be effected on a lump-sum basis,
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Artlole 4

PROVISIONS TO PREVENT ANY OLIGOPOLISTIC aIfUATIONS 1N THE
INTERNATTONAL AREA OF THE SEA-BED AND THE SUBSOIL THEREQF

The International Authority may not . igsue fto any one High Contracting Party and

to the physical or Juridical persons sponsored by any ong High Contractlng Party

exploration licences for more than ........ km2 and exploltatlon licences for

more tHam veesvees kmz.
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SECTION '

PRELIMINARY DRAFT OF ARTTICIES CONCERNING REGUTATIONS
R THE GRANTING AND ADMINISTRATION OF EXPLORATICN LICENCES FOR MINERALSin,_
IN THE TNTERNATIONAL ZONE OF THE SEA-DBED AND TTS SUBSOIL.. - . -

Article 1
RON-BXCLUSIVE PROSPECTTNG LICENCES

.(l)' Lpplication for a non-exclusive prospecting iicence shall be made to the .

Internaticnal Authority by o High Contracting Party or bJ a physical or -
.juridical person sponsored by a High Contracting Party.

(2) A non~exclusive prospecting licence authorizes the licensee to engage in
vrospecting by geophysical and geochemical methods, to take samples from the
sea~bed and drill into the subsoil o a depth of not more than 300 m.

(3) Non-exclusive prospecting licences shall be issued for a specified area.

(4) Non-exclusive prospecting licences cannot be used in areag for which exclusive
exploration or explolitation licences have been granted.

.(5) Non-exclusive prospecting licences shall be issued for a period of two years;
they may be extended for successive periods of the same duration.

(6) HNon-exclusive prospschting licences shall be issued again%t payment -~ at the
time the licence is granted and on each successive renewsl, if any - of a

. fee the amount of which ghall be proporticnate to the area in question.

(7) A non-exclusive prospecting licence shall not give the licensee either an
exclusive right of exploration,. or any right of priority in applying for sn
exploitation liceunce.

Article 2

EXCLUSIVE EXPLORATION LICEHCES

{1) Application for an exclusive exploraiion licence shall be made to the

Interpatiocnal Authority by a High Contracting Party or by a physical or
Juridical person sponsored by a High Contracting Farty.

(2} An exclusive exploration licence shall give the licensee the exclusive
right to search For mirerals of one of the cabegories mentioned in
Section "A", article 3 (6), by geophveical and geochemical prosvecting
methods, and to drill into the subsoil without any limit as to depth.

{3) 'The area covered by the exclusive search licence may not exceed:

minerals of category {(a);

-

o]

2 . .
eavese m in the caze o

2 .

ceses. ¥ oin the case of minerals of category (b);
2 . ' .

veess. kn” in the case of minerals of category (o).
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{4) The total area covered by the ewxclusive search licences granted to a
High Contracting Party for one of the three categories-of minerals, addeé
to the area covered by the exclusive search licences for the same category
of minerals granted to physical or juridical persons sponsored by fhe same

High Contracting Party, mey in no case exceed a maxinum limit, This limit
will be determined by the Internaticnal Authority in accordance with the
- principles of an equitable distribution among the High Contracting Parties.

(5) Exclusive exploration licences for minerals of category (é) shall bhe
granted for ,.. years and may be renewed, in the first inStance, for ... years
ard, in the second instance, for ... years. Bxclusive explorétion licences
for minerals of category (b) shall be granted for oee yeéré and.ﬁay be renewed
for ... years. In no case may their validity exceed ... yéars. Eiploratioﬁ
licences for minerals of category (¢) shall be granted for cee years and may
"be renewed for ... wvears. In no casé may their validity e?oeed «e. yEATH.

(6) Renewals of explovation licences shalljbe conditiénal oﬁ fulfilment of
the work programmes and on actual expenditure of the minimum amount fixed
at the time the application was made. S

{(7) On each renewal, the area initialiy covered by an exclusive exploration
licence shall be reduced by ... per cent. This reduction shall not be
applicable to licences covering an area of less than ... kmz.

(8) The licensee may at any time give up his licence of make veluntary reductions
in the area initially covered. Voluntary reductions of.area shall be fegafdéé
as anticipated reductions in respect of the reductioris which are mandatory
at the time of venewal. _ ‘

(9) At the time of application for fhe licence or of request for its renewal,
the licensee ghall submit to the International Authorily a programme of work.
This programme shall give a breakdown of the exploration opefationé which
the licensee undertakes to carry out, and the length of time he will engage
in them.

(10) A gpecific programme of minimun expenditure commitments shall bhe submitted
along with the programme of work. In no case may the total amount be

2
less than ... per km .
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(11)

(12)

Non-fulfilment of the obligations contained in the programme of work, as
regards either the conditions or the time-iimites laid down, shall entail
revocation of the licence and the payment of a sum proporiicnate to the
minimim amount correspondiﬁg to the part of the work progremme not carried out.
Exclusive exploration licences for minerals of category (a) shall be granted
against payment of a "vegistration fee’ amounting to ..., and an annual

rental of ... per km2 during the initial period of the licence's validity,

and of ... per km2 during the period of renewal. Exclusive exploration
licences for minerals of category (b) shall be granted on the same terms,
againgt payment of a "registration fee" amounting to ..., and an annual

vental of ... per kmg during the initial period of the licence's validity,

2 . . . .
‘and of ... per ki for the period of renewal. Exclusive exploraticon licences

for minerals of category (¢) shall be granted agsinst vayment of & "regigtration
. ; 2 . s
fee" amounting to ..i; and an annuval rental of ... per km™ for the initial
. ‘ . , ‘o 2 . ' -
period of the licence's validity, and of ... per kn~ for the periocd of renewal.

Article 3

APPLICATTCN FOR AND GRANTING OF EXCLUSIVE EXPTLORATION LICENCES

(1)

(4)

Application for an-exclusive exploration licence shall be made to the
International Authority by a High Coniracting Party or hy a physical or
juridical person spensgored by a High Contracting Party.

The International Authority shall be reqguired to malke public the applications

gubnitted to it.

- During & period of six months from the date of publication of an application

for an exclumsive exploration licence, subsequent applications with respect to
the same area or part-of the same area shall be considered on dn equal
footing. o

On the expiry of ihe period indicated in the preceding paragraph, the
International Auwthority shall review ithe applications and assign the area
applied for tc the applicant who hag submitted the work programme considered
most-ap@fopriate for the rapid and efficacicus development of the minerai

regources of the area.
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Article 4
EXCIOSIVE EXPLOTTATICON LICENCES

(1) Application for an exclusive exploitation licence shall be made to the

International Authority by a High Contracting Party or by a physical or
Juridical perscn-.sponsored by a High Contracting Party.

(2) An exclusive exploitation licence ghall give the licensee the exclusive right
to exploit the minerals discovered.

(3) An exclusive exploitation licence shall be granted where a discovered deposit
has been accepnted as exploitable in accordance with the criteria established
by the International Autheority and in the light of the general situation
in the area (geological, logistical, econcmic factors, ete.).

(4) The area covered by the exclusive exploitation licence may not. exceed:

7 ceenaas km2 in the case of minerals of category (a);
rebenas km2 in the case of minerals of category (b);
cesnran km2 in the case of minerals of category (c).

(5) The total area Eovered by exclusive exploitation licences granted to a
High Contracting Party for one of the three categozies of minerals, added fo
the area covered by the exclusive exploitation licences for the same category
of minerals grarnted to physical or juridical perscns sponsored by the same
High Contracting Party may in no cage exceed a maximum limit. This limit
shall be determined by the International Authoxrity in accordance with the
principles—of an equitable digtribution among the High Contracting Parties.

(8) An exclusive exploitatioh licence granted to a holder of an exploration
1icencé shall not exceed the limits of the pre-existing expioratibn licence.

(7) The extent of the area covered by tho exploitation licence Bhall be fixed in
a way that will permit rational expleitation of the deposii discovered.

(8) Exploitation licences shall be valid for a period of 30 years and may be
renewed only for a periocd of 10 yesars.

(9) At the time of application for the licence or for any renewal, the licensee
ghall submit to the Internaticnal Authority a programme of work giving a
breakdown of the operations he undertakes to carry oul for the exploitation
of the depogit and the léngth of time he will engage in themn.

(10).A specific programme of the minimum investment, the total of which may in no
case be lesgs than .... per kmg, shall also be submitted along with the

programne of work.
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(11)

(22)

(13)

Fon-fulfilment of the programme of work, as regards either the ways in which i%

is carried out or the time-limits laid down shall entail the revocation of the
licence and the payment of an iﬁdemnity'equal‘to the amount corresponding to the
part of the programme not carried out.

Exclugive exploitation licences shall be granted against payment of a "registration
fee" amounting to .... and an annital rental of «...... per kmz.

The holder of an exclusive exploitation licence shall be entitled to make use of

eny installations necessary for the extraciion, storage and transport of bthe

© minerals extracted, in keeping with the sescurity standards .laid down by the

International Authority.

Articis 5

DISTRIBUTION OF QUTPUT

(1)

The holder of an exclusive exploitation licence shall be entitled to receive

annuelly a percentage of the minerals extracted corresponding in value to the

'(2')

3)

(a)

annual operating coste of the deposit.

In sddition to the percentage specified in paravraph (1) above, the holder of’

an equu81ve exploitation licence sghall be entitled tc an annmual percentege - not
exceeding ..... per cent - of the minerals extracted. This 1§tter nercentage

shall be granted by way of reimbursement either for costs incurred as a result

of operations carrvied out in the area covered by the injtial exclusive exploration

_licence or for related interest charges, until such cosis have been completely

reimbursed ;/
The holder of an exclusive exploitation licence shall also be entitled, by way of

compensation for his Ymining risk’, fo a further indemnity, which shall not
exceed .... per cent of. the minerals extractedmi/
The share of the outpub which.does not go to the licensee shall be allocated to

the TInternational Authority, which may regquest him to market it.

2
E ko

* n order to simplify financial calcoulations, reimbursement of the costs
- o 3

incurred by the licensee and compensabtion for his "mining risk" may also be determined
ou a lump-sull basis. In such a case, provision might be made Tor & minimum and
maximum sum so as to take into account the geological, operating and logistical
conditions of the pariicular deposit.
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