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DOCUMENT A/CONF.62/C.1/L.6

United States of America: draft appendix to the law of the sea Treaty concerning
mineral resource development in the international sea-bed area*

Article I

GENERAL

1. All commercial prospecting, evaluation and exploitation
activities in the international sea-bed area which have as their
principal or ultimate purpose the discovery, appraisal or ex-
ploitation of mineral deposits shall be conducted in accordance
with this Convention, these regulations, supplementary regula-
tions promulgated by the Authority in accordance with this
Convention, and the terms and conditions of [legal arrange-
ments].

2. Any [legal arrangements] entered into between the Au-
thority and other entities as defined in article II must be drawn
in strict accordance with this Convention, these regulations
and supplementary regulations promulgated by the Authority
in accordance with the provisions of this Convention. (Herein-
after, the term "this Convention" shall be deemed to include
these regulations and supplementary regulations promulgated
in accordance with the provisions of this Convention.) The
Authority shall not have the right to require terms and condi-
tions in [legal arrangements] not found in this Convention.

"These articles are preliminary in nature and are intended to reflect
concepts rather than final detailed provisions. It is expected that revi-
sions and additions will be submitted by the United States.

[ Original: English]
[/J August 1974]

Article II

LEGAL RELATIONSHIPS

1. The Authority may enter into [legal arrangements] con-
cerning evaluation and exploitation with a Contracting Party,
group of Contracting Parties or natural or juridical persons
which obtain the sponsorship of a Contracting Party or group
of Contracting Parties (hereinafter referred to as "Party or
Person"). The Authority may not enter into [legal arrange-
ments] for such purposes with any other entity.

2. In those cases in which a Contracting Party elects to act
as a Sponsoring Party rather than as the direct recipient of the
rights granted pursuant to [legal arrangements] the Sponsoring
Party shall be responsible for the performance of any duties or
obligations imposed by this Convention on natural or juridical
persons which it sponsors.

3. The [legal arrangements] shall grant the right to mine.
The right to mine shall include both the evaluation and the
exploitation of mineral deposits.

4. It shall not be necessary to enter into [legal arrangements]
to engage in commercial prospecting, which shall be governed
by the provisions of article III.
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Article III

THE RIGHT TO CONDUCT COMMERCIAL PROSPECTING

1. All States and persons natural or juridical shall have the
right to conduct commercial prospecting in the international
sea-bed area in accordance with the provisions of this Conven-
tion.

2. The term "commercial prospecting" shall, for the purpose
of this Convention, mean the carrying out of geophysical and
geochemical measurements, bottom sampling, dredging,
drilling and other forms of subsurface entry with the intention
of locating mineral deposits for the purpose of evaluation and
exploitation.

3. Any State or person natural or juridical conducting com-
mercial prospecting activities shall so inform the Authority.
The Authority shall acknowledge receipt of this information by
issuing a prospecting certificate.

4. The prospecting certificate shall be issued for a two-year
period and shall be automatically reissued for additional two-
year periods.

5. If the Tribunal finds, on complaint of the appropriate
organ of the Authority or any Party or Person, that a pros-
pector has conducted his activities in such a way as to result in
a gross and persistent violation of this Convention, the Tri-
bunal may prohibit that Party or Person from prospecting for
a period of two years. At the expiration of such period, the
prospector shall be entitled to engage in prospecting again
without regard to the previous activities which gave rise to the
prohibition.

6. Notwithstanding the provisions of paragraph 2 of this
article, no State or person, natural or juridical, shall have the
right to conduct drilling or any other form of excavation in the
international sea-bed area deeper than 300 metres below the
surface of the sea-bed for purposes of commercial prospecting,
evaluation and exploitation unless such State or person obtains
the right to mine pursuant to article IV.

Article IV

THE RIGHT TO MINE

General conditions

1. Any Party or Person, as defined in article II, paragraph 1,
shall be entitled to enter into [legal arrangements] with the
Authority, which shall grant the right to mine to such Party or
Person (hereinafter referred to as the miner) when the fol-
lowing conditions have been met:

(a) The miner declares to the Authority that in his judge-
ment exclusive rights to an area or areas are essential to the
pursuit of further commercial activity. In the case of a miner
who is a natural or juridical person, the declaration to the
Authority shall be made by his Sponsoring Party.

(b) In the case of a miner who is a natural or juridical
person, he shall submit to the Sponsoring Party all raw data
which he has acquired from the international sea-bed area
prior to the date of his application for a right to mine to the
extent such data concern the physical and chemical properties
of the area or areas and the resources for which he seeks an
exclusive right to mine. The Sponsoring Party shall ensure that
appropriate protection is provided for such data in order to
protect the commercial value of such data to the miner.

(c) The miner shall describe the category of mineral or min-
erals for which he seeks the right to mine. The right to mine
shall only extend to minerals within that category. The mineral
or minerals shall be described as falling within one of the fol-
lowing two categories:

Category (i) Fluids or minerals extracted in a fluid state,
such as oil, gas, helium, carbon dioxide, water, sulphur and
saline minerals, steam, hot water or brine or geopressured

fluids, metalliferous muds and any hard minerals found more
than three metres beneath the surface of the sea-bed.

Category (ii) Hard minerals on the surface of the sea-bed or
beneath the surface of the sea-bed not deeper than three metres
including nodules.

(d) The Sponsoring Party, in the case of a natural or jurid-
ical person, shall ascertain the financial and technical compe-
tence of the miner and shall provide assurances to the Au-
thority that the miner is financially and technically competent
to engage in mining and comply with the conditions imposed
by this Convention.

(e) The miner shall agree to comply with this Convention
and any Tribunal orders or decisions.

(/) The Authority shall be entitled to receive an application
fee not to exceed [US $50,000] to defray the administrative
expenses of the Authority.

2. Upon receipt by the Authority of the declarations, state-
ments, assurances and application fee required pursuant to
paragraph 1, the Authority shall enter into [legal arrange-
ments] granting the right to mine to the Party or Person re-
questing it in an area or areas to be designated by that Party or
Person not to exceed, in the case of minerals described in
paragraph 1 (c) (i) of this article, 300 square kilometres per
area applied for. In the case of minerals described in para-
graph 1 (c) (ii), the area or areas to be designated shall not
exceed 30,000 square kilometres per area applied for.

3. The precise manner in which the area or areas is des-
cribed shall be in conformity with supplementary regulations
to be promulgated by the Authority in accordance with the
terms of this Convention.

4. The right to mine shall be an exclusive right to mine in
that no other Party or Person shall be granted any right to
evaluate or exploit minerals in the same category and area
unless the right to mine is forfeited in accordance with arti-
cle V, paragraph 2, suspended in accordance with article VI I I
or transferred in accordance with article IX.

Procedures

5. In the event any Party or Person applies for the right to
mine the same category of minerals in the same or an overlap-
ping area applied for by another Party or Person, the first such
Party or Person to have so applied shall be granted the right to
mine.

6. During the first day after this Convention comes into
force, the following procedure for awarding applications for
the right to mine shall be used in lieu of the procedure set forth
in paragraph 5 of this article. All applications for a right to
mine shall be held sealed and unopened by the Authority until
the opening of business on the first working day after
24 hours have elapsed from the time this Convention comes
into force measured in local time at the site of the Authority.
At thaf time, the Authority shall publicly open and determine
whether applications have been received for the same category
of minerals in the same or overlapping areas. The Authority
shall make public all such competing applications when they
are opened and no subsequent applications shall be accepted
for the same category of minerals in the same or overlapping
areas. In the event any such competing applications have been
received, the right to mine the area or areas in question shall be
awarded by the Authority within 30 days to the highest bidder
after a request is made to the competing applicants, or their
Sponsoring Party, in the case of natural or juridical persons,
for sealed bids. A bid shall consist of a commitment on the part
of the bidder to transfer to the Authority a specified amount of
money in a common convertible currency to be named by the
Authority in its request for bids. Operations under [legal ar-
rangements] for the right to mine may commence upon full
payment of the bid commitment.
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7. The Authority may enter into other [legal arrangements]
with respect to the right to mine minerals in the other category
in the same area or areas which have already been awarded to a
miner. The Authority shall ensure that in such cases the [legal
arrangements] include a provision requiring non-interference
by succeeding rights holders with the Party or Person first
granted the right to mine in the area. The Authority shall
promulgate supplementary regulations in accordance with the
provisions of this Convention to ensure that holders of the
right to mine do not unjustifiably interfere with other uses of
the area.

Article V

THE RIGHT TO MINE—EVALUATION AND EXPLOITATION PHASES

1. The right to mine shall be conducted in two phases: (a)
an evaluation phase which shall commence when the right to
mine is granted and shall terminate when commercial produc-
tion is achieved as defined in paragraph 3 of this article or at
the end of 15 years, whichever occurs first; (b) an exploitation
phase which shall commence when the evaluation phase is
terminated and which shall terminate after 20 years. An addi-
tional period of 20 years shall be granted for exploitation under
the original right to mine at the option of the miner but the
right to mine shall be amended to be made subject to such
regulations as are in force at that time.

2. The miner shall forfeit the right to mine at the end of the
evaluation phase if he has not achieved commercial production
as defined in paragraph 3 of this article.

3. Commercial production shall be deemed to have begun
if for a period of six consecutive months the miner engages in
activity of sustained large-scale recovery operations which
yield a sufficient quantity of material as to clearly indicate that
the principal purpose is large-scale production rather than pro-
duction intended for information gathering, analysis, equip-
ment or plant testing.

4. In the event the appropriate organ of the Authority
determines that commercial production has been achieved, it
may require that the miner commence the exploitation phase.
In the event of a dispute between the Authority and the miner
concerning whether the miner has commenced commercial

production, the evaluation phase shall continue until the dis-
pute has been settled in accordance with dispute settlement
procedures provided for in this Convention. Any other Party
or Person who believes that a Party or Person holding a right
to mine has commenced commercial production but has not
entered into the exploitation phase of his right to mine may
request the Authority to so determine and, in the event of
disagreement with the Authority's determination, may resort to
the dispute settlement procedures provided for under this Con-
vention.

5. Any Party or Person which has obtained the right to
mine shall, if the right is forfeited under paragraph 2 of this
article, make available all data which it has acquired as defined
in article IV, paragraph 1 (b) to the Authority. In the case of a
natural or juridical person such data shall be submitted by the
Sponsoring Party. The Authority shall make such data avail-
able to the public immediately upon receipt.

Article VI

REQUIREMENTS TO ENSURE DILIGENCE DURING THE
EVALUATION PHASE

1. In order to ensure that the miner carries out his evalua-
tion work in a diligent manner, he shall be required to make
periodic expenditures. The Authority shall promulgate supple-
mentary regulations in accordance with the terms of this
Convention, selecting specific levels of expenditure from the al-
lowable range set out in paragraph 2 of this article. These ex-
penditure requirements shall be applied in such a manner as to
assure that they do not discriminate in form or in fact between
different miners. The Authority, in selecting the specific
amounts, shall be guided by the principle that these amounts
should be at a level adequate on the one hand to ensure dili-
gence and on the other to ensure that there is no discrimination
against bona fide miners who have the intention of serious
evaluation.

2. The Authority shall select a level from the following
schedule32 and shall require that the miner spend not less than
the amount specified per annum per each area which he has
been awarded. When the Authority selects a level within each
category or time period, that level for that time period shall be
applied to all miners without discrimination.

Years

1-5 ...
6-10 ..
11-15 .

Paragraph 1 (c) (i) Minerals

Amount per annum
(In dollars)

120,000- 200,000
300,000 1 200 000
400,000- 1,200,000

TOTAL 4,100,000- 13,000,000

Years

1

2 5
6 10
11-15 .

Paragraph I (c) (ii) Minerals

Amount per annum
( In dollars)

120,000- 200,000
300000- 400000
600,000- 1,500,000
750,000- 1,500,000

TOTAL 8,070,000- 16,800,000

3. With respect to paragraph 1 (c) (ii) minerals, expendi-
tures for equipment purchase or off-site construction costs
directly related to the area or areas for which the miner holds
the right to mine shall apply towards fulfilment of these re-
quirements.

4. Expenditures in excess of the required amount for any
given year shall be credited to the requirement for the subse-
quent year or years.

5. In the case of a natural or juridical person, the Spon-
soring Party shall be responsible for ensuring compliance with
paragraphs 1 and 2 of this article.

Article VII

ADDITIONAL REQUIREMENTS DURING THE EXPLOITATION PHASE

1. The provisions of article VI shall not apply when the
exploitation phase commences pursuant to article V.

2. The following additional terms and conditions shall
apply during the entire period of the exploitation phase:

32 An automatic mechanism should be found for changing these
figures with inflation.
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(a) Payment to the Authority, in the case of a natural or
juridical person by the Sponsoring Party, of such revenues as
are established pursuant to article X;

(b) Any Party or Person must submit, in the case of a nat-
ural or juridical person through the Sponsoring Party, all raw
data which he has acquired from the international sea-bed area
concerning the area for which he holds exclusive rights to the
extent such data concern the physical and chemical properties
of the area or areas and the resources either while he held a
prospecting certificate or during the previous evaluation phase
or if he did not hold a prospecting certificate, all such data
which he may have acquired from others prior to obtaining the
right to mine.

Such Party or Person shall also submit once each year
during the exploitation phase all such data described above
and all data concerning the amount of production achieved
and [such other data as is directly relevant to the implementa-
tion of article X].

Article VIII
SUSPENSION OF THE RIGHT TO M I N E

1. The right to mine shall be suspended and no compensa-
tion shall be paid by the Authority to the miner if any of the
following events occurs:

(a) The Tribunal finds on complaint of the Authority or any
Party or affected Person that the Party or Person holding the
right to mine has conducted his activities in such a way as to
result in a gross and persistent violation of this Convention if
such violations are directly related to his mining activities and
were not caused by circumstances beyond his control.

(b) The Tribunal finds, on complaint of the Authority, that
a Party or Person has wilfully failed to comply with a final or
interlocutory decision of the Tribunal.

2. No final suspension of the right to mine may be imple-
mented except after the miner has had a reasonable opportu-
nity to exhaust the procedures provided for in this Convention
for the settlement of disputes which shall include de novo re-
view of the facts and law in the matter by the Tribunal. If the
miner holds the right to mine more than one area, suspension
shall only apply to the area or areas which have given rise to
the situation for which suspension is the penalty. Suspension or
other penalties imposed pursuant to this article shall not preju-
dice the right of a Party or Person to obtain the right to mine in
other areas in the future.

3. The period of suspension shall be proportionate to the
nature of the violation.

4. The Tribunal may, in lieu of suspending the right to
mine, impose monetary penalties proportionate to the nature
of the violation and not to exceed . . . per violation. The Tri-
bunal may also impose monetary penalties proportionate to
the nature of the violation and not to exceed . . . per violation
for violations which are not gross and persistent if such viola-
tions are directly related to his mining activities and were not
caused by circumstances beyond his control.

5. Any Party or Person whose right to mine is suspended
pursuant to this article shall make available all data which it
has acquired as defined in article IV, paragraph 1 (b) and
article VII, paragraph 2 (b) to the Authority. In the case of a
natural or juridical person such data shall be submitted to the
Authority by the Sponsoring Party. The Authority shall hold
such data in secret.

Article IX

TRANSFERABILITY OF THE RIGHT TO M I N E

1. The right to mine shall be freely transferable provided
the transferee agrees to comply with all applicable provisions
of this Convention and any Tribunal orders or decisions.

2. In the case of a transferee who is a natural or juridical
person, such person must obtain the approval of the trans-
feror's Sponsoring Party to the transfer unless the transferee
elects to obtain the sponsorship of another Contracting Party
or group of Contracting Parties in which case such new Spon-
soring Party shall have previously certified to the Authority its
willingness to assume the role of Sponsoring Party immedi-
ately upon the completion of the transfer of rights and certifies
compliance with article IV, paragraph 1 (d).

3. The right to mine may be transferred in whole or in part.
4. The rights of the transferee, whether transferred in

whole or in part, shall be identical to the rights held by the
transferor prior to the transfer.

Article X

INCOME OF THE AUTHORITY—REVENUE COMMITMENTS OF
CONTRACTING PARTIES AND SPONSORING STATES

Any Party or'group of Parties holding the right to mine, or
acting as Sponsoring Parties under the terms of article II, shall
be required to make annual financial payments during the
exploitation phase in a convertible currency according to [for-
mula].
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