TEMPLATE FOR SUBMISSION OF TEXTUAL PROPOSALS DURING THE 28™ SESSION: COUNCIL -
PART Il

Please fill out one form for each textual proposal which your delegation(s) wish(es) to amend,
add or delete and send to council@isa.org.jm.

1. Name of Working Group:
Open-ended Working Group of the Council on the Financial Terms of a Contract

2. Name(s) of Delegation(s) making the proposal:
Submitted by Nauru Ocean Resources Inc., Tonga Offshore Mining Ltd. and Blue Minerals
Jamaica Ltd.

3. Please indicate the relevant provision to which the textual proposal refers.
Draft Regulation 64 Ter(6)-(10)

4. Kindly provide the proposed amendments to the regulation or standard or guideline in
the text box below, using the “track changes” function in Microsoft Word. Please only
reproduce the parts of the text that are being amended or deleted.

6. A payment from a Contractor to the Sponsoring State(s) is an Allowable Sponsoring
State Tax, where:

(a) the payment is anactual-cashpaymentmade by the Contractor to its Sponsoring
State(s) in respect of taxes and/or royalties frelated-to-activities-associated
with}{aeeruingfrom-seabed-mining-under} related to the exploitation contract;

(b) there is a [signed letter][receipt] from the Sponsoring State’s tax authority
stating the actual cash amount paid by the Contractor to the Sponsoring State for
taxes and/or royalties{related-to-activities-associated-with}laceruing from-seabed
miningunder]the-exploitationcontract; and



mailto:council@isa.org.jm

5. Please indicate the rationale for the proposal. [150-word limit]

In relation to Draft Regulation 63Ter(6), we consider that the “Allowable Sponsoring
State Tax” should not be limited to “actual cash payments”. Taxes may also be able to
be paid or set-off through in-kind provision or other financial transactions that result in
a benefit to the State.

We also consider that narrowing the scope of sub-paragraph 6(a) to taxes and royalties
“related to activities associated with” or “accruing from seabed mining under” the
exploitation contract is not appropriate. We would not want to inadvertently exclude
tax payments such as corporate income tax, payroll taxes, or other payments made by
the Contractor to its Sponsoring State merely because they cannot be directly
connected to specific activities in the Area.

We also do not consider it appropriate that the Authority require Sponsoring States to
obtain an independent audit of the statements they provide. This calls into question the
attestations of a sovereign State and is inappropriate.

Consistent with our intervention opposing requiring an independent audit of
equalization measures paid for by the Contractor, we also oppose Draft Regulation
64Ter(7).

In relation to Draft Regulation 64Ter(8), we consider that it would be clearer and
therefore preferable for each of the relevant provisions and definitions to instead be
explicitly amended to incorporate the concept of Additional Royalties. The proposed
approach here of just cross-referencing the provisions would result in unclear
obligations. For example, it is not clear how Draft Regulation 27 can apply to Additional
Royalties (as it relates to commercial production), and Draft Regulation 66 states that
royalty returns need to be lodged with a prescribed form. To the extent needed, these
provisions should be amended so it is clear how Additional Royalties are to be dealt
with.



