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Annex

REGULATI ONS ON PROSPECTI NG AND EXPLORATI ON
FOR POLYMETALLI C NOCDULES I N THE AREA

Pr eanbl e

In accordance with the United Nations Convention on the Law of the Sea
(“the Convention”), the seabed and ocean floor and the subsoil thereof beyond
the limts of national jurisdiction, as well as its resources, are the comon
heritage of mankind, the exploration and exploitation of which shall be
carried out for the benefit of mankind as a whole, on whose behalf the
I nternational Seabed Authority acts. The objective of this first set of
Regul ations is to provide for prospecting and exploration for polynetallic
nodul es.

PART | - | NTRODUCTI ON

Regul ation 1

Use of terns and scope

1. Ternms used in the Convention shall have the same neaning in these
Regul ati ons.

2. In accordance with the Agreement relating to the Inplenentation of Part
Xl of the United Nations Convention on the Law of the Sea of 10 Decenber 1982
(“the Agreenment”), the provisions of the Agreement and Part Xl of the United
Nations Convention on the Law of the Sea of 10 Decenber 1982 shall be
interpreted and applied together as a single instrument. These Regul ations
and references in these Regulations to the Convention are to be interpreted
and applied accordingly.

3. For the purposes of these Regul ations:

(a) “exploitation” nmeans the recovery for comrercial purposes of
polymetal lic nodules in the Area and the extraction of minerals therefrom
i ncluding the construction and operati on of mning, processing and
transportation systens, for the production and marketing of netals;

(b) “exploration” nmeans searching for deposits of polynetallic
nodules in the Area with exclusive rights, the analysis of such deposits, the
testing of collecting systens and equi pment, processing facilities and
transportation systens, and the carrying out of studies of the environnental,
techni cal, economc, commercial and other appropriate factors that nust be
taken into account in exploitation;

(c) “marine environnment” includes the physical, chemcal, geol ogica
and bi ol ogi cal conponents, conditions and factors which interact and determ ne
the productivity, state, condition and quality of the mari ne ecosystem the
wat ers of the seas and oceans and the airspace above those waters, as well as
t he seabed and ocean floor and subsoil thereof;

(d) “pol ynetal li c nodul es” neans one of the resources of the Area
consi sting of any deposit or accretion of nodules, on or just below the
surface of the deep seabed, which contain manganese, nickel, cobalt and
copper;
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(e) “prospecting” neans the search for deposits of polynetallic
nodules in the Area, including estimtion of the conposition, sizes and
di stributions of polynetallic nodule deposits and their econom c val ues,
wi t hout any excl usive rights;

(f) “serious harmto the marine environnent” neans any effect from
activities in the Area on the narine environnment which represents a
significant adverse change in the marine environnent determ ned according to
the rules, regulations and procedures adopted by the Authority on the basis of
internationally recogni zed standards and practices.

4, These Regul ations shall not in any way affect the freedom of scientific
research, pursuant to article 87 of the Convention, or the right to conduct
marine scientific research in the Area pursuant to articles 143 and 256 of the
Convention. Nothing in these Regul ations shall be construed in such a way as
to restrict the exercise by States of the freedom of the high seas as
reflected in article 87 of the Convention

5. These Regul ations may be suppl enented by further rules, regulations and
procedures, in particular on the protection and preservation of the marine
environnent. These Regul ati ons shall be subject to the provisions of the
Convention and the Agreenent and other rules of international |aw not

i nconpatible with the Convention

PART 11 - PROSPECTI NG

Regul ation 2

Pr ospecti ng

1. Prospecting shall be conducted in accordance with the Convention and

t hese Regul ations and nay conmence only after the prospector has been inforned
by the Secretary-CGeneral that its notification has been recorded pursuant to
regul ati on 4, paragraph 2.

2. Prospecting shall not be undertaken if substantial evidence indicates
the risk of serious harmto the narine environnment.

3. Prospecting shall not be undertaken in an area covered by an approved
pl an of work for exploration for polynmetallic nodules or in a reserved area;
nor may there be prospecting in an area which the Council has disapproved for
expl oi tation because of the risk of serious harmto the nmarine environment.

4, Prospecting shall not confer on the prospector any rights with respect
to resources. A prospector may, however, recover a reasonable quantity of
m nerals, being the quantity necessary for testing, and not for commercia
use.

5. There shall be no tinme limt on prospecting except that prospecting in a
particul ar area shall cease upon witten notification to the prospector by the
Secretary-General that a plan of work for exploration has been approved with
regard to that area

6. Prospecting may be conducted sinultaneously by nore than one prospector
in the same area or areas.
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Regul ation 3
Notification of prospecting
1. A proposed prospector shall notify the Authority of its intention to

engage i n prospecting.

2. Each notification of prospecting shall be in the formprescribed in
Annex 1 to these Regul ations, addressed to the Secretary-CGeneral, and shal
conformto the requirenents of these Regul ations.

3. Each notification shall be submtted:
(a) in the case of a State, by the authority designated for that
purpose by it;
(b) in the case of an entity, by its designated representative; and
(c) in the case of the Enterprise, by its conpetent authority.
4 Each notification shall be in one of the | anguages of the Authority and

shal | contai n:

(a) the nane, nationality and address of the proposed prospector and
its designated representative;

(b) the coordinates of the broad area or areas w thin which
prospecting is to be conducted, in accordance with the nost recent generally
accepted international standard used by the Authority;

(c) a general description of the prospecting progranme, including the
proposed date of commencenent and its approximate duration

(d) a satisfactory witten undertaking that the proposed prospector

will:
(1) conply with the Convention and the relevant rules, regulations and
procedures of the Authority concerning:

a. cooperation in the training progranmes in connection with
mari ne scientific research and transfer of technol ogy
referred to in articles 143 and 144 of the Convention; and

b. protection and preservation of the marine environnent; and

(ii) accept verification by the Authority of conpliance therewth.
Regul ati on 4
Consi deration of notifications
1. The Secretary-General shall acknowl edge in witing receipt of each
notification submtted under regulation 3, specifying the date of receipt.
2. The Secretary-General shall review and act on the notification within 45
days of its receipt. |If the notification conforns with the requirenents of

t he Convention and these Regul ations, the Secretary-Ceneral shall record the
particulars of the notification in a register maintained for that purpose and
shall informthe prospector in witing that the notification has been so
recorded.
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3. The Secretary-General shall, within 45 days of receipt of the
notification, informthe proposed prospector in witing if the notification
i ncl udes any part of an area included in an approved plan of work for
exploration or exploitation of any category of resources, or any part of a
reserved area, or any part of an area which has been di sapproved by the
Council for exploitation because of the risk of serious harmto the marine
environnent, or if the witten undertaking is not satisfactory, and shal
provi de the proposed prospector with a witten statenent of reasons. |In such
cases, the proposed prospector may, within 90 days, subnit an anended
notification. The Secretary-General shall, within 45 days, review and act
upon such amended notification

4, A prospector shall informthe Secretary-General in witing of any change
in the information contained in the notification

5. The Secretary-General shall not release any particulars contained in the
notification except with the witten consent of the prospector. The
Secretary-General shall, however, fromtine to tine informall nenbers of the
Authority of the identity of prospectors and the general areas in which
prospecting is being conducted.

Regul ation 5

Annual report

1. A prospector shall, within 90 days of the end of each cal endar year
submit a report to the Authority on the status of prospecting. Such reports
shall be submtted by the Secretary-General to the Legal and Technica

Conmi ssion. Each such report shall contain

(a) a general description of the status of prospecting and of the
results obtained; and

(b) i nfornmati on on conpliance with the undertakings referred to in
regul ation 3, paragraph (4)(d).

2. If the prospector intends to claimexpenditures for prospecting as part
of the devel opnent costs incurred prior to the comrencenent of commercia
production, the prospector shall submt an annual statenment, in conformty
with internationally accepted accounting principles and certified by a duly
qualified firmof public accountants, of the actual and direct expenditures

i ncurred by the prospector in carrying out prospecting.

Regul ati on 6

Confidentiality of data and information from prospecting contained in the
annual report

1. The Secretary-General shall ensure the confidentiality of all data and
i nfornmati on contained in the reports submtted under regulation 5 in
accordance with the provisions of regulations 35 and 36.

2. The Secretary-General nay, at any tinme, with the consent of the
prospector concerned, rel ease data and information relating to prospecting in
an area in respect of which a notification has been submtted. |If the
Secretary- General determ nes that the prospector no | onger exists or cannot be
| ocated, the Secretary-General nay rel ease such data and information.
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Regul ation 7

Notification of incidents causing serious harmto the nmarine environnment

A prospector shall imediately notify the Secretary-General in witing,
using the nost effective neans, of any incident arising from prospecting which
causes serious harmto the marine environnent. Upon receipt of such
notification the Secretary-CGeneral shall act in a manner consistent wth
regul ati on 32.

Regul ation 8

bj ects of an archaeol ogical or historical nature

A prospector shall imediately notify the Secretary-General in witing
of any finding in the Area of an object of an archaeol ogical or historica
nature and its location. The Secretary-General shall transmt such
information to the Director-General of the United Nations Educational
Scientific and Cultural Organization

PART 111 - APPLI CATI ONS FOR APPROVAL OF PLANS OF WORK FOR EXPLORATION I N THE
FORM OF CONTRACTS

SECTI ON 1. GENERAL PROVI SI ONS

Regul ation 9

Cener a

Subj ect to the provisions of the Convention, the follow ng nmay apply to
the Authority for approval of plans of work for exploration

(a) the Enterprise, on its own behalf or in a joint arrangenent;
(b) States Parties, state enterprises or natural or juridical persons
whi ch possess the nationality of States Parties or are effectively controlled

by themor their nationals, when sponsored by such States, Ob any group of the
foregoi ng which neets the requirenments of these Regul ations.

SECTI ON 2. CONTENT OF APPLI CATI ONS

Regul ati on 10

Form of applications

1. Each application for approval of a plan of work for exploration shall be
in the formprescribed in Annex 2 to these Regul ations, shall be addressed to

2 A request by a registered pioneer investor for approval of a plan of work
for exploration under paragraph 6(a)(ii) of section 1 of the annex to the
Agreenent shall be submtted within 36 nonths of the entry into force of the
Conventi on.
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t he Secretaré—GeneraI, and shall conformto the requirenents of these
Regul ati ons.

2. Each application shall be submtted:
(a) in the case of a State Party, by the authority designated for that
purpose by it;
(b) in the case of an entity, by its designated representative or the
authority designated for that purpose by the sponsoring State or States; and
(c) in the case of the Enterprise, by its conpetent authority.
3. Each application by a state enterprise or one of the entities referred

to in subparagraph (b) of regulation 9 shall also contain

(a) sufficient information to determne the nationality of the
applicant or the identity of the State or States by which, or by whose
nationals, the applicant is effectively controlled; and

(b) the principal place of business or domcile and, if applicable,
pl ace of registration of the applicant.

4, Each application submtted by a partnership or consortiumof entities

shall contain the required information in respect of each nember of the
partnership or consortium

Regul ation 11

Certificate of sponsorship

1. Each application by a state enterprise or one of the entities referred
to in subparagraph (b) of regulation 9 shall be accompanied by a certificate
of sponsorship issued by the State of which it is a national or by which or by
whose nationals it is effectively controlled. If the applicant has nore than
one nationality, as in the case of a partnership or consortiumof entities
fromnore than one State, each State involved shall issue a certificate of
sponsor shi p.

3 A request by a registered pioneer investor for approval of a plan of work
for exploration under paragraph 6(a)(ii) of section 1 of the annex to the
Agreenent shall consist of docunents, reports and other data submitted to the
Preparatory Conm ssi on both before and after registration and shall be
acconpani ed by a certificate of conpliance, consisting of a factual report
describing the status of fulfilment of obligations under the registered

pi oneer investor reginme, issued by the Preparatory Conm ssion in accordance
with resolution Il, paragraph 11(a). The registered pioneer investor shall
where such infornati on has not already been provi ded, update the information,
using, as far as possible, the provisions of regulation 18 as a gui de, and
submit its programre of activities for the imediate future, including a
general assessnent of the potential environnental inpacts of the proposed
activities.

“In the case of a request by a registered pioneer investor for approval of a
plan of work for exploration, the certifying State or States at the tine of
registration or their successors shall be deenmed to be the sponsoring State or
States provided such State or States are States Parties to the Convention or
are provisional nmenbers of the Authority at the time of the request.
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2. VWhere the applicant has the nationality of one State but is effectively
controlled by another State or its nationals, each State involved shall issue

a certificate of sponsorship.

3. Each certificate of sponsorship shall be duly signed on behalf of the
State by which it is submitted and shall contain

(a) t he nane of the applicant;

(b) t he nane of the sponsoring State;

(c) a statenent that the applicant is:

(1) a national of the sponsoring State; or

(ii) subject to the effective control of the sponsoring State or its
national s;

(d) a statenent by the sponsoring State that it sponsors the
applicant;

(e) the date of deposit by the sponsoring State of its instrunent of
ratification of, or accession or succession to, the Convention

(f) a declaration that the sponsoring State assunes responsibility in
accordance with article 139, article 153, paragraph 4, and Annex II1, article
4, paragraph 4, of the Convention.

4, States or entities in a joint arrangenent with the Enterprise shall also
conply with this regulation

Regul ation 12

Fi nanci al and technical capabilities

1. Each application for approval of a plan of work for exploration shal
contain specific and sufficient information to enable the Council to determ ne
whet her the applicant is financially and technically capable of carrying out

t he proposed plan of work for_exploration and of fulfilling its financia
obligations to the Authority.EI

2. An application for approval of a plan of work for exploration submtted
on behalf of a State or entity, or any conponent of such entity, referred to
in resolution Il, paragraph 1(a)(ii) or (iii), other than a registered pioneer

i nvestor, which has already undertaken substantial activities in the Area
prior to the entry into force of the Convention, or its successor in interest,
shal |l be considered to have net the financial and technical qualifications
necessary for approval of a plan of work for exploration if the sponsoring
State or States certify that the applicant has expended an anmpunt equi val ent
to at least US$ 30 million in research and exploration activities and has
expended no | ess than 10 per cent of that anpunt in the |ocation, survey and
eval uation of the area referred to in the plan of work for exploration

5 A registered pioneer investor requesting approval of a plan of work for
expl orati on under paragraph 6(a)(ii) of section 1 of the annex to the
Agreenent shall be considered to have satisfied the financial and technica
qual i fications necessary for approval of a plan of work.
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3. An application for approval of a plan of work for exploration by the
Enterprise shall include a statenment by its conpetent authority certifying

that the Enterprise has the necessary financial resources to neet the
estimated costs of the proposed plan of work for exploration

4, An application for approval of a plan of work for exploration by a State
or a state enterprise, other than a registered pioneer investor or an entity
referred to in resolution Il, paragraph 1(a)(ii) or (iii), shall include a

statenment by the State or the sponsoring State certifying that the applicant
has the necessary financial resources to neet the estimted costs of the
proposed plan of work for exploration

5. An application for approval of a plan of work for exploration by an
entity, other than a registered pioneer investor or an entity referred to in
resolution |II, paragraph 1(a)(ii) or (iii), shall include copies of its

audi ted financial statenments, including balance sheets and profit-and-Ioss
statenments, for the npbst recent three years, in conformty wth
internationally accepted accounting principles and certified by a duly
qualified firmof public accountants; and

(a) if the applicant is a newy organised entity and a certified
bal ance sheet is not available, a pro forma bal ance sheet certified by an
appropriate official of the applicant;

(b) if the applicant is a subsidiary of another entity, copies of such
financial statenments of that entity and a statement fromthat entity, in
conformity with internationally accepted accounting principles and certified
by a duly qualified firmof public accountants, that the applicant will have
the financial resources to carry out the plan of work for exploration

(c) if the applicant is controlled by a State or a state enterprise, a
statement fromthe State or state enterprise certifying that the applicant
wi Il have the financial resources to carry out the plan of work for

expl orati on.

6. Where an applicant referred to in paragraph 5 intends to finance the
proposed plan of work for exploration by borrow ngs, its application shal

i ncl ude the anpbunt of such borrow ngs, the repaynent period and the interest
rate.

7. Except as provided for in paragraph 2, all applications shall include:

(a) a general description of the applicant’s previ ous experience,
know edge, skills, technical qualifications and expertise relevant to the
proposed plan of work for exploration

(b) a general description of the equi pnment and nethods expected to be
used in carrying out the proposed plan of work for exploration and ot her
rel evant non-proprietary information about the characteristics of such
t echnol ogy; and

(c) a general description of the applicant’s financial and technica
capability to respond to any incident or activity which causes serious harmto
the marine environnent.

8. Where the applicant is a partnership or consortiumof entities in a
joint arrangenent, each nmenber of the partnership or consortiumshall provide
the infornmation required by this regul ation
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Regul ation 13

Previous contracts with the Authority

Where the applicant or, in the case of an application by a partnership
or consortiumof entities in a joint arrangenent, any nenber of the
partnership or consortium has previously been awarded any contract with the
Aut hority, the application shall include:

(a) the date of the previous contract or contracts;

(b) the dates, reference nunbers and titles of each report subnmtted
to the Authority in connection with the contract or contracts; and

(c) the date of termination of the contract or contracts, if
appl i cabl e.

Regul ation 14

Undert aki ngs

Each applicant, including the Enterprise, shall, as part of its
application for approval of a plan of work for exploration, provide a witten
undertaking to the Authority that it wll:

(a) accept as enforceable and conply with the applicable obligations
created by the provisions of the Convention and the rules, regulations and
procedures of the Authority, the decisions of the relevant organs of the
Authority and the terns of its contracts with the Authority;

(b) accept control by the Authority of activities in the Area, as
aut hori zed by the Convention; and

(c) provide the Authority with a witten assurance that _its
obligations under the contract will be fulfilled in good faith.

Regul ati on 15

Total area covered by the application

Each application for approval of a plan of work for exploration shal
define the boundaries of the area under application by a Iist of coordinates
in accordance with the nost recent generally accepted international standard
used by the Authority. Applications other than those under regul ation 17
shal |l cover a total area, which need not be a single continuous area,
sufficiently large and of sufficient estinmated commercial value to allow two
m ni ng operations. The applicant shall indicate the coordinates dividing the
area into two parts of equal estinmated conmercial value. The area to be
all ocated to the applicant shall be subject to the provisions of regulation
25.

6 Such undertaking shall also be provided by a registered pioneer investor
requesting approval of a plan of work for exploration under paragraph 6(a)(ii)
of section 1 of the annex to the Agreenent.
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Regul ation 16

Data and information to be submitted before the designation of a reserved area

1. Each application shall contain sufficient data and information, as
prescribed in Section Il of Annex 2 to these Regulations, with respect to the
area under application to enable the Council, on the recommendati on of the

Legal and Technical Comm ssion, to designate a reserved area based on the
estimated commercial value of each part. Such data and information shal
consi st of data available to the applicant with respect to both parts of the
area under application, including the data used to determ ne their comercia
val ue.

2. The Council, on the basis of the data and information submtted by the
applicant pursuant to Section Il of Annex 2 to these Regulations, if found
sati sfactory, and taking into account the recommendati on of the Legal and
Techni cal Commi ssion, shall designate the part of the area under application
which is to be a reserved area. The area so designated shall becone a
reserved area as soon as the plan of work for exploration for the non-reserved
area is approved and the contract is signed. |If the Council determ nes that
additional information, consistent with these Regul ations and Annex 2, is
needed to designate the reserved area, it shall refer the matter back to the
Conmi ssion for further consideration, specifying the additional information
required.

3. Once the plan of work for exploration is approved and a contract has
been issued, the data and infornation transferred to the Authority by the
applicant in respect of the reserved area nmay be disclosed by the Authority in
accordance with article 14, paragraph 3, of Annex IIl to the Convention

Regul ation 17

Applications for approval of plans of work with respect to a reserved area

1. Any State which is a developing State or any natural or juridical person
sponsored by it and effectively controlled by it or by any other devel opi ng
State, or any group of the foregoing, may notify the Authority that it w shes
to submt a plan of work for exploration with respect to a reserved area. The
Secretary-General shall forward such notification to the Enterprise, which

shall informthe Secretary-General in witing within six nonths whether or not
it intends to carry out activities in that area. |If the Enterprise intends to
carry out activities in that area, it shall, pursuant to paragraph 4, also

informin witing the contractor whose application for approval of a plan of
work for exploration originally included that area.

2. An application for approval of a plan of work for exploration in respect
of a reserved area may be submitted at any time after such an area becones
avai l able following a decision by the Enterprise that it does not intend to
carry out activities in that area or where the Enterprise has not, within six
nonths of the notification by the Secretary-General, either taken a decision
on whether it intends to carry out activities in that area or notified the
Secretary-General in witing that it is engaged in discussions regarding a
potential joint venture. 1In the latter instance, the Enterprise shall have
one year fromthe date of such notification in which to decide whether to
conduct activities in that area.

3. If the Enterprise or a developing State or one of the entities referred
to in paragraph 1 does not subnit an application for approval of a plan of

work for exploration for activities in a reserved area within 15 years of the
conmmencenent by the Enterprise of its functions independent of the Secretari at
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of the Authority or within 15 years of the date on which that area is reserved
for the Authority, whichever is the later, the contractor whose application
for approval of a plan of work for exploration originally included that area
shall be entitled to apply for a plan of work for exploration for that area
provided it offers in good faith to include the Enterprise as a joint-venture
partner.

4, A contractor has the right of first refusal to enter into a joint
venture arrangement with the Enterprise for exploration of the area which was
included in its application for approval of a plan of work for exploration and
whi ch was designated by the Council as a reserved area.

Regul ation 18

Data and information to be subnitted for gpproval of the plan of work for
expl orati on

After the Council has designated the reserved area, the applicant, if it
has not already done so, shall submt, with a view to receiving approval of
the plan of work for exploration in the formof a contract, the follow ng
i nformation:

(a) a general description and a schedul e of the proposed exploration
programme, including the progranme of activities for the i nmediate five-year
peri od, such as studies to be undertaken in respect of the environnental,
techni cal, econom ¢ and other appropriate factors that nmust be taken into
account in exploration;

(b) a description of the programme for oceanographic and environnenta
basel i ne studies in accordance with these Regul ati ons and any environnenta
rul es, regul ations and procedures established by the Authority that woul d
enabl e an assessnent of the potential environmental inpact of the proposed
exploration activities, taking into account any reconmendati ons issued by the
Legal and Techni cal Conm ssion

(c) a prelinmnary assessnent of the possible inpact of the proposed
exploration activities on the narine environment;

(d) a description of proposed neasures for the prevention, reduction
and control of pollution and other hazards, as well as possible inpacts, to
the marine environnent;

(e) data necessary for the Council to nmake the determination it is
required to make in accordance with regulation 12, paragraph 1; and

(f) a schedul e of anticipated yearly expenditures in respect of the
programme of activities for the i mmediate five-year period.

“In the case of a request by a registered pioneer investor for approval of a
pl an of work for exploration under paragraph 6(a)(ii) of section 1 of the
annex to the Agreenment, this Regulation shall be inplenented in the Iight of
regul ati on 10.
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SECTI ON 3. FEES
Regul ation 19
Fee for applications
1. The fee for processing applications for approval of a plan of work for

exploration shall be US$ 250,000 or its equivalent in a freely convertible
currency. The fee shall be paid to the Authority by the applicant at the tine
of submitting an application

2. The amount of the fee shall be reviewed fromtinme to time by the Counci
in order to ensure that it covers the admnistrative costs incurred by the
Aut hority in processing the application

3. If the administrative costs incurred by the Authority in processing the

application are less than the fixed amount, the Authority shall refund the
di fference to the applicant.

SECTI ON 4. PROCESSI NG OF APPLI CATI ONS

Regul ati on 20

Recei pt, acknow edgenent and safe custody of applications

1. The Secretary-General shall

(a) acknow edge in witing recei pt of every application for approva
of a plan of work for exploration submtted under this Part, specifying the
date of receipt;

(b) pl ace the application together with the attachnents and annexes
thereto in safe custody and ensure the confidentiality of all confidentia
data and information contained in the application; and

(c) notify the nmenbers of the Authority of the receipt of such
application and circulate to theminformati on of a general nature which is not
confidential regarding the application

8 In the case of a registered pioneer investor requesting approval for a plan
of work for exploration under paragraph 6(a)(ii) of section 1 of the annex to
the Agreenent, the fee of US$ 250,000 paid pursuant to resolution Il
paragraph 7(a), shall be deened to be the fee referred to under paragraph 1
relating to the exploration phase.



| SBA/ 6/ A/ 18

Engl i sh
Page 14
Regul ati on 21
Consi deration by the Legal and Techni cal C‘onm'ssionEI
1. Upon recei pt of an application for approval of a plan of work for

exploration, the Secretary-Ceneral shall notify the nmenbers of the Legal and
Techni cal Comm ssion and pl ace consideration of the application as an itemon
t he agenda for the next neeting of the Conm ssion

2. The Conmi ssion shall exam ne applications in the order in which they are
received.
3. The Conmi ssion shall determine if the applicant:

(a) has conplied with the provisions of these Regul ati ons;

(b) has given the undertaki ngs and assurances specified in regul ation
14,

(c) possesses the financial and technical capability to carry out the
proposed plan of work for exploration; and

(d) has satisfactorily discharged its obligations in relation to any
previous contract with the Authority.

4, The Conmi ssion shall, in accordance with the requirenments set forth in
these Regul ations and its procedures, determ ne whether the proposed plan of
work for exploration will:

(a) provide for effective protection of human health and safety;

(b) provide for effective protection and preservation of the narine
envi ronnent ;

°®In the case of a request by a registered pioneer investor for approval of a
pl an of work for exploration under paragraph 6(a)(ii) of section 1 of the
annex to the Agreenment, the Secretary-General shall ascertain whether

(a) t he docunments, reports and other data submtted to the Preparatory
Conmi ssion both before and after registration are avail abl e;

(b) the certificate of conpliance, consisting of a factual report
describing the status of fulfilment of obligations under the registered
pi oneer investor reginme, issued by the Preparatory Conm ssion in accordance
with resolution Il, paragraph 11(a), has been produced;

(c) the regi stered pioneer investor has updated the information
provided in the docunents, reports and other data submitted to the Preparatory
Conmi ssion both before and after registration and has submtted its programe
of activities for the imediate future, including a general assessment of the
potential environmental inmpacts of the proposed activities; and

(d) the regi stered pioneer investor has given the undertaki ngs and
assurances specified in regulation 14.

If the Secretary-General inforns the Comm ssion that the provisions of (a),
(b), (c) and (d) have been satisfied by a regi stered pioneer investor, the
Conmi ssion shall recommend approval of the plan of work
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(c) ensure that installations are not established where interference
may be caused to the use of recognized sea | anes essential to internationa
navi gation or in areas of intense fishing activity.

5. If the Conmi ssion nmakes the determ nations specified in paragraph 3 and
determ nes that the proposed plan of work for exploration neets the

requi renents of paragraph 4, the Comm ssion shall recomend approval of the
pl an of work for exploration to the Council

6. The Conmi ssion shall not recommend approval of the plan of work for
exploration if part or all of the area covered by the proposed plan of work
for exploration is included in:

(a) a plan of work for exploration approved by the Council for
pol ymetal |i ¢ nodul es; or

(b) a plan of work approved by the Council for exploration for or
expl oitation of other resources if such proposed plan of work for exploration
for polynetallic nodul es m ght cause undue interference with activities under
such an approved plan of work for such other resources; or

(c) an area di sapproved for exploitation by the Council in cases where
substantial evidence indicates the risk of serious harmto the marine
envi ronnent; or

(d) if the proposed plan of work for exploration has been submtted or
sponsored by a State that al ready hol ds:

(1) pl ans of work for exploration and exploitation or exploitation
only in non-reserved areas that, together with either part of the
area covered by the application, exceed in size 30 per cent of a
circul ar area of 400,000 square kil onetres surrounding the centre
of either part of the area covered by the proposed plan of work

(ii) plans of work for exploration and exploitation or exploitation
only in non-reserved areas which, taken together, constitute 2 per
cent of that part of the Area which is not reserved or disapproved
for exploitation pursuant to article 162, paragraph (2)(x), of the
Conventi on.

7. Except in the case of applications by the Enterprise, on its own behalf
or in a joint venture, and applications under regulation 17, the Conmi ssion
shal | not reconmend approval of the plan of work for exploration if part or
all of the area covered by the proposed plan of work for exploration is
included in a reserved area or an area designated by the Council to be a
reserved area

8. If the Commission finds that an application does not conply with these
Regul ations, it shall notify the applicant in witing, through the Secretary-
CGeneral, indicating the reasons. The applicant may, within 45 days of such
notification, anend its application. |[|f the Conmi ssion after further

consideration is of the viewthat it should not recomrend approval of the plan
of work for exploration, it shall so informthe applicant and provide the
applicant with a further opportunity to make representati ons within 30 days of
such information. The Comm ssion shall consider any such representations nade
by the applicant in preparing its report and recommendation to the Council

9. In considering a proposed plan of work for exploration, the Comi ssion
shal |l have regard to the principles, policies and objectives relating to
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activities in the Area as provided for in Part XI and Annex Il of the

Convention and the Agreenent.

10. The Conmi ssion shall consider applications expeditiously and shal

submt its report and recomendations to the Council on the designation of the
areas and on the plan of work for exploration at the first possible
opportunity, taking into account the schedule of neetings of the Authority.

11. In discharging its duties, the Conm ssion shall apply these Regul ations
and the rules, regulations and procedures of the Authority in a uniform and
non-di scrim natory nanner.

Regul ati on 22

Consi derati on and approval of plans of work for exploration by the Counci | 1

The Council shall consider the reports and recomendati ons of the
Conmi ssion relating to approval of plans of work for exploration in accordance
wi t h paragraphs 11 and 12 of section 3 of the annex to the Agreenent.

PART 1V - CONTRACTS FOR EXPLORATI ON

Regul ati on 23

The contract

1. After a plan of work for exploration has been approved by the Council
it shall be prepared in the formof a contract between the Authority and the
applicant as prescribed in Annex 3 to these Regul ations. Each contract shal
i ncorporate the standard clauses set out in Annex 4 in effect at the date of
entry into force of the contract.

2. The contract shall be signed by the Secretary-General on behalf of the
Authority and by the applicant. The Secretary-General shall notify al
nmenbers of the Authority in witing of the conclusion of each contract.

3. In accordance with the principle of non-discrimnation, a contract with
a State or entity or any conponent of such entity referred to in paragraph
6(a) (i) of section 1 of the annex to the Agreenent shall include arrangenents
that shall be simlar to and no | ess favourable than those agreed wi th any
regi stered pioneer investor. |f any of the States or entities or any
conponents of such entities referred to in paragraph 6(a)(i) of section 1 of
the annex to the Agreenent are granted nore favourable arrangenents, the
Council shall make simlar and no | ess favourabl e arrangenments with regard to
the rights and obligations assuned by the regi stered pi oneer investors

provi ded that such arrangenents do not affect or prejudice the interests of
the Authority.

0 1n the case of a request by a registered pioneer investor for approval of a
pl an of work for exploration under paragraph 6(a)(ii) of section 1 of the
Agreenent, once the Comm ssion recomrends approval of the plan of work and
submits its recomendation to the Council, the plan of work shall be

consi dered approved by the Council in accordance wth paragraph 6(a)(ii) of
section 1 of the annex to the Agreenent.
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Regul ati on 24
Ri ghts of the contractor
1. The contractor shall have the exclusive right to explore an area covered

by a plan of work for exploration in respect of polynetallic nodules. The
Aut hority shall ensure that no other entity operates in the sanme area for
resources other than polynetallic nodules in a manner that might interfere
with the operations of the contractor

2. A contractor who has an approved plan of work for exploration only shal
have a preference and a priority anong applicants submtting plans of work for
exploitation of the sane area and resources. Such preference or priority may
be withdrawn by the Council if the contractor has failed to conply with the
requi renents of its approved plan of work for exploration within the tine
period specified in a witten notice or notices fromthe Council to the
contractor indicating which requirenents have not been conplied with by the
contractor. The time period specified in any such notice shall not be
unreasonabl e. The contractor shall be accorded a reasonabl e opportunity to be
heard before the withdrawal of such preference or priority becones final. The
Council shall provide the reasons for its proposed w thdrawal of preference or
priority and shall consider any contractor’s response. The decision of the
Counci | shall take account of that response and shall be based on substantia
evi dence.

3. A withdrawal of preference or priority shall not becone effective unti
the contractor has been accorded a reasonabl e opportunity to exhaust the
judicial renedies available to it pursuant to Part X, section 5, of the
Conventi on.

Regul ati on 25

Si ze of area and relinqui shnent

1. The total area allocated to the contractor under the contract shall not
exceed 150,000 square kilonmetres. The contractor shall relinquish portions of
the area allocated to it to revert to the Area, in accordance with the
foll owi ng schedul e:

(a) 20 per cent of the area allocated by the end of the third year
fromthe date of the contract;

(b) an additional 10 per cent of the area allocated by the end of the
fifth year fromthe date of the contract; and

(c) an additional 20 per cent of the area allocated or such |arger
amount as woul d exceed the exploitation area deci ded upon by the Authority,
after eight years fromthe date of the contract,

provided that a contractor shall not be required to relinquish any portion of
such area when the total area allocated to it does not exceed 75,000 square
kil onetres.

2. In the case of a registered pioneer investor, the contract shall take
into account the schedul e of relinquishnent, where applicable, in accordance
with the terns of its registration as a regi stered pioneer investor

3. The Council may, at the request of the contractor, and on the
recomendati on of the Conmi ssion, in exceptional circunstances, defer the
schedul e of relinquishnent. Such exceptional circunstances shall be
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determ ned by the Council and shall include, inter alia, consideration of
prevailing econom c circunstances or other unforeseen exceptiona
circunstances arising in connection with the operational activities of the
Contractor.

Regul ati on 26

Duration of contracts

1. A plan of work for exploration shall be approved for a period of 15
years. Upon expiration of a plan of work for exploration, the contractor
shal |l apply for a plan of work for exploitation unless the contractor has

al ready done so, has obtained an extension for the plan of work for

expl oration or decides to renounce its rights in the area covered by the plan
of work for exploration

2. Not later than six nonths before the expiration of a plan of work for
exploration, a contractor nmay apply for extensions for the plan of work for
exploration for periods of not nore than five years each. Such extensions
shal | be approved by the Council, on the recomendation of the Comm ssion, if
the contractor has nade efforts in good faith to conply with the requirenents
of the plan of work but for reasons beyond the contractor’s control has been
unabl e to conplete the necessary preparatory work for proceeding to the
exploitation stage or if the prevailing econom c circunstances do not justify
proceeding to the exploitation stage.

Regul ati on 27

Trai ni ng
1. Pursuant to article 15 of Annex IlIl to the Convention, each contract
shall include as a schedule a practical programme for the training of

personnel of the Authority and devel oping States and drawn up by the
contractor in cooperation with the Authority and the sponsoring State or
States. Training programmes shall focus on training in the conduct of
exploration, and shall provide for full participation by such personnel in al
activities covered by the contract. Such training progranres nay be revised
and devel oped fromtine to tinme as necessary by nutual agreenent.

2. In the case of a registered pioneer investor, the contract shall take

into account the training provided in accordance with the ternms of its
registration as a registered pioneer investor

Regul ati on 28

Periodic review of the inplenentation of the plan of work for exploration

1. The contractor and the Secretary-General shall jointly undertake a
periodic review of the inplenentation of the plan of work for exploration at
intervals of five years. The Secretary-General nmmy request the contractor to
submt such additional data and information as may be necessary for the

pur poses of the review

2. In the light of the review, the contractor shall indicate its progranme
of activities for the followi ng five-year period, making such adjustnents to
its previous programme of activities as are necessary.

3. The Secretary-General shall report on the review to the Conmm ssion and
to the Council. The Secretary-General shall indicate in the report whether
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any observations transmtted to himby States Parties to the Convention
concerning the manner in which the contractor has discharged its obligations
under these Regul ations relating to the protection and preservation of the
mari ne environment were taken into account in the review

Regul ati on 29

Term nati on of sponsorship

1. Each contractor shall have the required sponsorship throughout the
peri od of the contract.

2. If a State term nates its sponsorship it shall pronptly notify the
Secretary-General in witing. The sponsoring State should also informthe
Secretary-General of the reasons for terminating its sponsorship. Ternination
of sponsorship shall take effect six nmonths after the date of receipt of the
notification by the Secretary-CGeneral, unless the notification specifies a

| ater date.

3. In the event of termi nation of sponsorship the contractor shall, within
the period referred to in paragraph 2, obtain another sponsor. Such sponsor
shal |l subnit a certificate of sponsorship in accordance with regulation 11
Failure to obtain a sponsor within the required period shall result in the
term nation of the contract.

4, A sponsoring State shall not be discharged by reason of the ternination
of its sponsorship fromany obligations accrued while it was a sponsoring
State, nor shall such termi nation affect any legal rights and obligations
created during such sponsorship

5. The Secretary-General shall notify the menbers of the Authority of the
term nati on or change of sponsorship

Regul ati on 30

Responsibility and liability

Responsibility and liability of the contractor and of the Authority
shall be in accordance with the Convention. The contractor shall continue to
have responsibility for any damage arising out of wongful acts in the conduct
of its operations, in particular damage to the nmarine environnent, after the
conpl etion of the exploration phase.

PART V - PROTECTI ON AND PRESERVATI ON OF THE MARI NE ENVI RONVENT

Regul ati on 31

Protection and preservation of the nmarine environnent

1. The Authority shall, in accordance with the Convention and the
Agreenent, establish and keep under periodic review environnmental rules,
regul ati ons and procedures to ensure effective protection for the marine
environnent from harnful effects which may arise fromactivities in the Area.

2. In order to ensure effective protection for the marine environment from
harnful effects which may arise fromactivities in the Area, the Authority and
sponsoring States shall apply a precautionary approach, as reflected in
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Principle 15 of the Rio DecIaration,EDto such activities. The Legal and
Techni cal Comm ssion shall nake recommendations to the Council on the
i mpl enentati on of this paragraph

3. Pursuant to article 145 of the Convention and paragraph 2 of this
regul ati on, each contractor shall take necessary neasures to prevent, reduce
and control pollution and other hazards to the marine environment arising from
its activities in the Area as far as reasonably possible using the best
technol ogy available to it.

4, Each contract shall require the contractor to gather environnenta
basel i ne data and to establish environmental baselines, taking into account
any recommendations issued by the Legal and Techni cal Comm ssion pursuant to
regul ati on 38, against which to assess the likely effects of its programre of
activities under the plan of work for exploration on the marine environnent
and a progranme to nmonitor and report on such effects. The recommendations

i ssued by the Commission may, inter alia, list those exploration activities
whi ch may be considered to have no potential for causing harnful effects on
the mari ne environnment. The contractor shall cooperate with the Authority and
the sponsoring State or States in the establishment and inpl enentati on of such
noni tori ng programe.

5. The contractor shall report annually in witing to the Secretary-Genera
on the inplenentation and results of the nonitoring programe referred to in
paragraph 4 and shall submit data and information, taking into account any
recomendati ons issued by the Comm ssion pursuant to regulation 38. The
Secretary-General shall transmt such reports to the Commssion for its

consi deration pursuant to article 165 of the Convention

6. Contractors, sponsoring States and other interested States or entities

shal | cooperate with the Authority in the establishment and inplenentation of
progranmmes for nonitoring and eval uating the inmpacts of deep seabed m ning on
the marine environnent.

7. If the Contractor applies for exploitation rights, it shall propose
areas to be set aside and used exclusively as inpact reference zones and
preservation reference zones. “lnpact reference zones” nmeans areas to be used

for assessing the effect of each contractor’s activities in the Area on the
mari ne environnment and which are representative of the environnenta
characteristics of the Area. “Preservation reference zones” neans areas in
which no mining shall occur to ensure representative and stable biota of the
seabed in order to assess any changes in the flora and fauna of the marine
envi ronnent .

Regul ati on 32

Enmer gency orders

1. When the Secretary-General has been notified by a contractor or

ot herwi se becones aware of an incident resulting fromor caused by a
contractor’s activities in the Area that has caused, or is likely to cause,
serious harmto the mari ne environment, the Secretary-General shall issue a
general notification of the incident, shall notify in witing the contractor
and the sponsoring State or States, and shall report inmmediately to the Lega

11 Report of the United Nations Conference on Environment and Devel opnent, Rio
de Janeiro, 3-14 June 1991 (United Nations publication, Sales No. E. 91.1.8 and
corrigenda), vol. I|: Resolutions adopted by the Conference, resolution 1

Annex |.
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and Technical Comm ssion and to the Council. A copy of the report shall be
circulated to all menbers of the Authority, to conpetent internationa

organi zations and to concerned subregional, regional and gl obal organizations
and bodies. The Secretary-Ceneral shall nonitor devel opnents with respect to
all such incidents and shall report on them as appropriate to the Conm ssion
and to the Council

2. Pendi ng any action by the Council, the Secretary-General shall take such
i medi ate neasures of a tenporary nature as are practical and reasonable in
the circunstances to prevent, contain and mnimze serious harmto the narine
environnent. Such tenporary neasures shall remain in effect for no | onger
than 90 days, or until the Council decides what neasures, if any, to take
pursuant to paragraph 5 of this regulation, whichever is the earlier

3. After having received the report of the Secretary-General, the

Conmi ssion shall determ ne, based on the evidence provided to it and taking
into account the nmeasures already taken by the contractor, which neasures are
necessary to respond effectively to the incident in order to prevent, contain
and mnimze the serious harm and shall make its recomendations to the
Counci | .

4, The Council shall consider the recommendati ons of the Comm ssion

5. The Council, taking into account the recommendati ons of the Conm ssion
and any information provided by the Contractor, may i ssue energency orders,
whi ch may include orders for the suspension or adjustment of operations, as
may be reasonably necessary to prevent, contain and mnimze serious harmto
the marine environnent arising out of activities in the Area.

6. If a contractor does not pronmptly conply with an energency order to
prevent serious harmto the narine environment arising out of its activities
in the Area, the Council shall take by itself or through arrangements with
others on its behal f, such practical nmeasures as are necessary to prevent,
contain and mnimze any such serious harmto the marine environnent.

7. In order to enable the Council, when necessary, to take i mmediately the
practical neasures to prevent, contain and mininize serious harmto the marine
environnent referred to in paragraph 6, the contractor, prior to the
commencenent of testing of collecting systens and processi ng operations, wll
provide the Council with a guarantee of its financial and technical capability
to conmply promptly with emergency orders or to assure that the Council can
take such energency neasures. |f the contractor does not provide the Counci
with such a guarantee, the sponsoring State or States shall, in response to a
request by the Secretary-Ceneral and pursuant to articles 139 and 235 of the
Convention, take necessary neasures to ensure that the contractor provides
such a guarantee or shall take neasures to ensure that assistance is provideEZI
to the Authority in the discharge of its responsibilities under paragraph 6.

Regul ati on 33

Ri ghts of coastal States

1. Not hing in these Regul ati ons shall affect the rights of coastal States
in accordance with article 142 and other rel evant provisions of the
Conventi on.

12 See 1 SBA/ 6/ C/ 12 (Decision of the Council relating to the regul ati ons on
prospecting and exploration for polynetallic nodules in the Area).



| SBA/ 6/ A/ 18

Engl i sh
Page 22
2. Any coastal State which has grounds for believing that any activity in

the Area by a contractor is likely to cause serious harmto the marine

envi ronnent under its jurisdiction or sovereignty may notify the Secretary-
General in witing of the grounds upon which such belief is based. The
Secretary-General shall provide the Contractor and its sponsoring State or
States with a reasonabl e opportunity to exam ne the evidence, if any, provided
by the coastal State as the basis for its belief. The contractor and its
sponsoring State or States nay submit their observations thereon to the
Secretary-General within a reasonable tine.

3. If there are clear grounds for believing that serious harmto the marine
environnent is likely to occur, the Secretary-General shall act in accordance
with regulation 32 and, if necessary, shall take inmedi ate neasures of a
tenporary nature as provided for in paragraph 2 of regulation 32.

Regul ati on 34

bj ects of an archael ogi cal or historical nature

The contractor shall inmediately notify the Secretary-General in witing
of any finding in the exploration area of an object of an archaeol ogi cal or
historical nature and its location. The Secretary-Ceneral shall transnit such
information to the Director-General of the United Nations Educati onal
Scientific and Cultural Organization. Follow ng the finding of any such
obj ect of an archaeol ogical or historical nature in the exploration area, the
contractor shall take all reasonabl e neasures to avoid di sturbing such object.

PART VI - CONFI DENTI ALI TY

Regul ati on 35

Proprietary data and i nformati on and confidentiality

1. Data and information submtted or transferred to the Authority or to any
person participating in any activity or programme of the Authority pursuant to
t hese Regul ations or a contract issued under these Regul ati ons, and desi gnated
by the contractor, in consultation with the Secretary-General, as being of a
confidential nature, shall be considered confidential unless it is data and

i nformation which:

(a) is generally known or publicly available from other sources;

(b) has been previously nmade avail able by the owner to others w thout
an obligation concerning its confidentiality; or

(c) is already in the possession of the Authority with no obligation
concerning its confidentiality.

2. Confidential data and information may only be used by the Secretary-
CGeneral and staff of the Secretariat, as authorized by the Secretary-Ceneral
and by the nmenbers of the Legal and Technical Comi ssion as necessary for and
rel evant to the effective exercise of their powers and functions. The
Secretary- General shall authorize access to such data and information only for
l[imted use in connection with the functions and duties of the staff of the
Secretariat and the functions and duties of the Legal and Technica

Commi ssi on.

3. Ten years after the date of submi ssion of confidential data and
information to the Authority or the expiration of the contract for
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expl oration, whichever is the later, and every five years thereafter, the
Secretary-General and the contractor shall review such data and information to
det erm ne whether they should remain confidential. Such data and infornmation
shall remain confidential if the contractor establishes that there would be a
substantial risk of serious and unfair econonic prejudice if the data and
information were to be released. No such data and information shall be

rel eased until the contractor has been accorded a reasonabl e opportunity to
exhaust the judicial renmedies available to it pursuant to Part XI, section 5,
of the Convention.

4, If, at any tine followi ng the expiration of the contract for
exploration, the contractor enters into a contract for exploitation in respect
of any part of the exploration area, confidential data and information
relating to that part of the area shall remain confidential in accordance with
the contract for exploitation

5. The contractor nmay at any tinme waive confidentiality of data and
i nformation.

Regul ati on 36

Procedures to ensure confidentiality

1. The Secretary-General shall be responsible for maintaining the
confidentiality of all confidential data and infornmation and shall not, except
with the prior witten consent of the contractor, rel ease such data and
infornmation to any person external to the Authority. To ensure the
confidentiality of such data and infornmation, the Secretary-CGeneral shal
establ i sh procedures, consistent with the provisions of the Convention
governi ng the handling of confidential information by nenbers of the
Secretariat, nmenbers of the Legal and Technical Comm ssion and any ot her
person participating in any activity or programe of the Authority. Such
procedures shall include:

(a) mai nt enance of confidential data and information in secure
facilities and devel opnent of security procedures to prevent unauthorized
access to or renoval of such data and information;

(b) devel opnent and nmi nt enance of a classification, |og and i nventory
systemof all witten data and information received, including its type and
source and routing fromthe time of receipt until final disposition

2. A person who is authorized pursuant to these Regul ati ons to have access
to confidential data and information shall not disclose such data and

i nfornati on except as permtted under the Convention and these Regul ati ons.
The Secretary-General shall require any person who is authorized to have
access to confidential data and information to nmake a witten declaration

wi t nessed by the Secretary-General or his or her authorized representative to
the effect that the person so authorized:

(a) acknow edges his or her legal obligation under the Convention and
t hese Regul ations with respect to the non-disclosure of confidential data and
i nformation;

(b) agrees to conply with the applicable regul ati ons and procedures
established to ensure the confidentiality of such data and infornmation.

3. The Legal and Technical Commi ssion shall protect the confidentiality of
confidential data and information submitted to it pursuant to these
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Regul ations or a contract issued under these Regulations. |In accordance with
the provisions of article 163, paragraph 8, of the Convention, nenbers of the
Commi ssion shall not disclose, even after the termnation of their functions,
any industrial secret, proprietary data which are transferred to the Authority
in accordance with Annex |11, article 14, of the Convention, or any other
confidential information coming to their know edge by reason of their duties
for the Authority.

4, The Secretary-General and staff of the Authority shall not disclose,
even after the term nation of their functions with the Authority, any

i ndustrial secret, proprietary data which are transferred to the Authority in
accordance with Annex I1l, article 14, of the Convention, or any other
confidential information coming to their know edge by reason of their

enpl oyment with the Authority.

5. Taking into account the responsibility and liability of the Authority
pursuant to Annex IlIl, article 22, of the Convention, the Authority nmay take
such action as nmy be appropriate against any person who, by reason of his or
her duties for the Authority, has access to any confidential data and
informati on and who is in breach of the obligations relating to
confidentiality contained in the Convention and these Regul ations.

PART VI — CGENERAL PROCEDURES

Regul ati on 37

Noti ce and general procedures

1. Any application, request, notice, report, consent, approval, waiver,
direction or instruction hereunder shall be made by the Secretary-Ceneral or
by the designated representative of the prospector, applicant or contractor
as the case nmay be, in witing. Service shall be by hand, or by telex,
facsimle or registered airnmail to the Secretary-General at the headquarters
of the Authority or to the designated representative.

2. Delivery by hand shall be effective when nade. Delivery by telex shal
be deened to be effective on the business day follow ng the day when the
“answer back” appears on the sender's telex nmachine. Delivery by facsimle
shal |l be effective when the “transmt confirmation report” confirmng the
transm ssion to the recipient’s published facsimle nunber is received by the
transmtter. Delivery by registered airnail shall be deened to be effective
21 days after posting.

3. Notice to the designated representative of the prospector, applicant or
contractor shall constitute effective notice to the prospector, applicant or
contractor for all purposes under these Regul ati ons, and the desi gnated
representative shall be the agent of the prospector, applicant or contractor
for the service of process or notification in any proceedi ng of any court or
tribunal having jurisdiction

4, Notice to the Secretary-General shall constitute effective notice to the
Authority for all purposes under these Regul ations, and the Secretary-Cenera
shall be the Authority’'s agent for the service of process or notification in
any proceedi ng of any court or tribunal having jurisdiction
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Regul ati on 38
Recommendati ons for the guidance of contractors
1. The Legal and Technical Commission nmay fromtine to tinme issue

recomendati ons of a technical or adm nistrative nature for the gui dance of
contractors to assist themin the inplementation of the rules, regulations and
procedures of the Authority.

2. The full text of such recommendations shall be reported to the Council
Shoul d the Council find that a reconmendation is inconsistent with the intent

and purpose of these Regulations, it may request that the recomrendati on be
nodi fi ed or wi thdrawn.

PART VII1 — SETTLEMENT OF DI SPUTES

Regul ati on 39

Di sput es

1. Di sputes concerning the interpretation or application of these
Regul ati ons shall be settled in accordance with Part XI, section 5, of the
Conventi on.

2. Any final decision rendered by a court or tribunal having jurisdiction
under the Convention relating to the rights and obligations of the Authority

and of the Contractor shall be enforceable in the territory of each State
Party to the Convention.

PART | X - RESOURCES OTHER THAN POLYMETALLI C NODULES

Regul ati on 40

Resources ot her than pol ynetallic nodul es

If a prospector or contractor finds resources in the Area other than
pol ymetal I i ¢ nodul es, the prospecting and exploration for and exploitation of
such resources shall be subject to the rules, regulations and procedures of
the Authority relating to such resources in accordance with the Conventi on and
t he Agreenent.
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Annex 1

NOTI FI CATI ON OF | NTENTI ON TO ENGACGE | N PROSPECTI NG
1. Nane of prospector
2. Street address of prospector
3. Postal address (if different from above):
4, Tel ephone nunber:
5. Facsim | e nunber:
6. El ectronic mail address:
7. Nationality of prospector
8. If prospector is a juridical person, identify prospector’s

(a) pl ace of registration; and
(b) princi pal place of business/domcile.

and attach a copy of the prospector’s certificate of registration

9. Nanme of prospector’s designated representative:

10. Street of prospector’s designated representative (if different from
above):

11. Postal address (if different from above):

12. Tel ephone nunber:

13. Facsi m | e nunber:
14. El ectronic mail address:
15. Attach the coordinates of the broad area or areas in which prospecting

is to be conducted (in accordance with the World Geodetic System WGS 84).

16. Attach a general description of the prospecting programe, including the
dat e of comrencenent and the approxi mate duration of the programe.

17. Attach a witten undertaking that the prospector wll:

(a) conply with the Convention and the relevant rules, regulations and
procedures of the Authority concerning:

(1) cooperation in the training progranmes in connection with marine
scientific research and transfer of technology referred to in
articles 143 and 144 of the Convention; and

(ii) protection and preservation of the nmarine environnent; and

(b) accept verification by the Authority of conpliance therewth.
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18. Li st hereunder all the attachments and annexes to this notification (al

data and informati on should be submitted in hard copy and in a digital format
specified by the Authority):

Dat e:

Si gnature of prospector’s designated
representative

ATTESTATI ON

Si gnature of person attesting

Nanme of person attesting

Title of person attesting
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Annex 2
APPL| CATI ON FOR APPROVAL OF A PLAN OF WORK FOR EXPLORATI ON
TO OBTAI N A CONTRACT
Section I
I nformati on concerning the applicant
1. Nane of applicant:
2. Street address of applicant:
3. Postal address (if different from above):
4, Tel ephone nunber:

5. Facsim | e nunber:

6. El ectronic mail address:

7. Nane of applicant’s designated representative:

8 Street address of applicant’s designated representative (if different

f}on1above):
9. Postal address (if different from above):

10. Tel ephone nunber:

11. Facsi m | e number:
12. El ectronic mail address:
13. If the applicant is a juridical person, identify applicant’s

(a) pl ace of registration; and

(b) princi pal place of business/domcile.
and attach a copy of the applicant’s certificate of registration
14. Identify the sponsoring State or States.

15. In respect of each sponsoring State, provide the date of deposit of its
instrunent of ratification of, or accession or succession to, the 1982 United
Nat i ons Convention on the Law of the Sea and the date of its consent to be
bound by the Agreenent relating to the Inplenentation of Part Xl of the United
Nat i ons Convention on the Law of the Sea of 10 Decenber 1982.

16. A certificate of sponsorship issued by the sponsoring State nust be
attached with this application. |If the applicant has nore than one
nationality, as in the case of a partnership or consortiumof entities from
nore than one State, certificates of sponsorship issued by each of the States
i nvol ved must be attached.
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Section ||
Information relating to the area under application
17. Defi ne the boundaries of the area under application by attaching a |ist

of geographi cal coordinates (in accordance with the Wrld Geodetic System WSS
84).

18. Attach a chart (on a scale and projection specified by the Authority)
and a list of the coordinates dividing the total area into two parts of equa
esti mated comrercial val ue.

19. Include in an attachnment sufficient information to enable the Council to
designate a reserved area based on the estimted comercial value of each part
of the area under application. Such attachnment must include the data

avail able to the applicant with respect to both parts of the area under
application, including:

(a) data on the location, survey and eval uation of the polynetallic
nodul es in the areas, including:

(1) a description of the technology related to the recovery and
processi ng of polynetallic nodules that is necessary for naking
t he designation of a reserved area;

(ii) a map of the physical and geol ogical characteristics, such as
seabed t opography, bathynetry and bottomcurrents and i nformation
on the reliability of such data;

(iii) data showi ng the average density (abundance) of polynetallic
nodul es in kg/nf and an associ ated abundance map show ng the
| ocation of sanpling sites;

(iv) data showi ng the average el enental content of netals of economc
i nterest (grade) based on chem cal assays in (dry) weight per cent
and an associ ated grade map

(v) conbi ned maps of abundance and grade of polynetallic nodul es;

(vi) a calculation based on standard procedures, including statistica
anal ysis, using the data submtted and assunptions nade in the
calculations that the two areas could be expected to contain
pol ymetal I i ¢ nodul es of equal estimated comrercial val ue expressed
as recoverable netals in mneabl e areas;

(vii) a description of the techniques used by the applicant.

(b) i nformati on concerni ng environmental paraneters (seasonal and
during test period) including, inter alia, wi nd speed and direction, wave
hei ght, period and direction, current speed and direction, water salinity,
tenperature and biol ogi cal comunities.

20. If the area under application includes any part of a reserved area,
attach a list of coordinates of the area which forms part of the reserved area
and indicate the applicant’s qualifications in accordance with regulation 17
of the Regul ations.
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Section |11
Fi nanci al and technical infornationEI

21. Attach sufficient information to enable the Council to determ ne whether
the applicant is financially capable of carrying out the proposed plan of work
for exploration and of fulfilling its financial obligations to the Authority.

(a) If the application is nmade by the Enterprise, attach certification

by its conmpetent authority that the Enterprise has the necessary financia
resources to neet the estinated costs of the proposed plan of work for
expl orati on.

(b) If the application is nmade by a State or a state enterpri se,
attach a statenent by the State or the sponsoring State certifying that the
appl i cant has the necessary financial resources to neet the estimted costs of
t he proposed plan of work for exploration

(c) If the application is nmade by an entity, attach copies of the
applicant’s audited financial statenents, including balance sheets and profit-
and-| oss statenents, for the nost recent three years in confornmty with
internationally accepted accounting principles and certified by a duly
qualified firmof public accountants; and

(1) if the applicant is a newy organized entity and a certified
bal ance sheet is not available, a pro fornma bal ance sheet
certified by an appropriate official of the applicant;

(ii) if the applicant is a subsidiary of another entity, copies of such
financial statenents of that entity and a statenent fromthat
entity in conformty with internationally accepted accounting
practices and certified by a duly qualified firmof public
accountants that the applicant will have the financial resources
to carry out the plan of work for exploration

(iii) if the applicant is controlled by a State or a state enterprise, a
statement fromthe State or state enterprise certifying that the
applicant will have the financial resources to carry out the plan
of work for exploration

22. If it is intended to finance the proposed plan of work for exploration
by borrow ngs, attach a statenment of the anobunt of such borrow ngs, the
repaynent period and the interest rate.

23. Attach sufficient information to enable the Council to determ ne whether
the applicant is technically capable of carrying out the proposed plan of work
for exploration, including:

@ An application for approval of a plan of work for exploration submtted on
behal f of a State or entity, or any component of such entity, referred to in
resolution Il, paragraph 1(a)(ii) or (iii), other than a registered pioneer

i nvestor, which has already undertaken substantial activities in the Area
prior to the entry into force of the Convention, or its successor in interest,
shal | be considered to have net the financial and technical qualifications
necessary for approval of a plan of work if the sponsoring State or States
certify that the applicant has expended an anmpunt equivalent to at | east

US$ 30 million in research and exploration activities and has expended no | ess
than 10 per cent of that ampunt in the location, survey and eval uati on of the
area referred to in the plan of work.
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(a) a general description of the applicant’s previ ous experience,
know edge, skills, technical qualifications and expertise relevant to the
proposed plan of work for exploration

(b) a general description of the equi pnment and nethods expected to be
used in carrying out the proposed plan of work for exploration and ot her
rel evant non-proprietary information about the characteristics of such
t echnol ogy; and

(c) a general description of the applicant’s financial and technica
capability to respond to any incident or activity which causes serious harmto
the marine environnent.

Section |V

The plan of work for exploration

24, Attach the following information relating to the plan of work for
expl orati on:

(a) a general description and a schedul e of the proposed expl oration
progranmme, including the progranme of activities for the i mediate five-year
peri od, such as studies to be undertaken in respect of the environnental,
techni cal, econom ¢ and ot her appropriate factors which nust be taken into
account in exploration;

(b) a description of a programre for oceanographic and environnmenta
basel i ne studies in accordance with the Regul ati ons and any environnenta
rul es, regul ations and procedures established by the Authority that woul d
enabl e an assessnent of the potential environmental inpact of the proposed
exploration activities, taking into account any reconmendations issued by the
Legal and Techni cal Conm ssion

(c) a prelinmnary assessnent of the possible inpact of the proposed
exploration activities on the nmarine environment;

(d) a description of proposed neasures for the prevention, reduction
and control of pollution and other hazards, as well as possible inpacts, to
the marine environnent;

(e) a schedul e of anticipated yearly expenditures in respect of the
programme of activities for the i mmediate five-year period.

Section V

Undert aki ngs

25. Attach a witten undertaking that the applicant will:

(a) accept as enforceable and conply with the applicable obligations
created by the provisions of the Convention and the rules, regulations and
procedures of the Authority, the decisions of the relevant organs of the
Authority and the terns of its contracts with the Authority;

(b) accept control by the Authority of activities in the Area as
aut hori zed by the Conventi on;

(c) provide the Authority with a witten assurance that its
obligations under the contract will be fulfilled in good faith.
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Section VI
Previ ous contracts
26. Has the applicant or, in the case of an application by a partnership or

consortiumof entities in a joint arrangenent, any nenber of the partnership
or consortium previously been awarded any contract with the Authority?

27. If the answer to 26 is “yes”, the application nmust include:
(a) the date of the previous contract or contracts;

(b) the dates, reference nunbers and titles of each report submtted
to the Authority in connection with the contract or contracts; and

(c) the date of termination of the contract or contracts, if
appl i cabl e.

Section VI
Attachnments
28. List all the attachnments and annexes to this application (all data and

i nfornmati on shoul d be submitted in hard copy and in a digital fornmat specified
by the Authority):

Dat e:

Si gnature of applicant’s designated
representative

ATTESTATI ON

Si gnature of person attesting

Nanme of person attesting

Title of person attesting
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Annex 3
CONTRACT FOR EXPLORATI ON
THI' S CONTRACT nade t he day of bet ween t he
| NTERNATI ONAL SEABED AUTHORI TY represented by its SECRETARY- GENERAL
(hereinafter referred to as “the Authority”) and represent ed
by (hereinafter referred to as “the Contractor”) W TNESSETH
as follows:
I ncor poration of clauses
A The standard cl auses set out in Annex 4 to the Regul ati ons on

Prospecting and Exploration for Polynetallic Nodules in the Area shall be
i ncorporated herein and shall have effect as if herein set out at |ength.

Expl orati on area

B. For the purposes of this contract, the “exploration area” nmeans that
part of the Area allocated to the Contractor for exploration, defined by the
coordinates listed in schedule 1 hereto, as reduced fromtine to tine in
accordance with the standard cl auses and t he Regul ati ons.

Gant of rights

C. In consideration of:

(1) their mutual interest in the conduct of exploration activities in
the exploration area pursuant to the Convention and the Agreenent;

(2) the responsibility of the Authority to organize and contro
activities in the Area, particularly with a view to adninistering the
resources of the Area, in accordance with the |egal reginme established in Part
XI of the Convention and the Agreenent and Part Xl | of the Convention
respectively; and

(3) the interest and financial comitment of the Contractor in
conducting activities in the exploration area and the nutual covenants made
her ei n,

the Authority hereby grants to the Contractor the exclusive right to explore

for polynmetallic nodules in the exploration area in accordance with the terns
and conditions of this contract.

Entry into force and contract term

D. This contract shall enter into force on signature by both parties and,
subj ect to the standard clauses, shall remain in force for a period of fifteen
years thereafter unless:

(1) the Contractor obtains a contract for exploitation in the
expl oration area which enters into force before the expiration of such period
of fifteen years; or

(2) the contract is sooner termnated, provided that the termof the
contract may be extended in accordance with standard clauses 3.2 and 17.2.
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Schedul es
E. The schedules referred to in the standard cl auses, nanely section 4 and

section 8, are for the purposes of this contract schedules 2 and 3
respectively.

Entire agreenent

F. This contract expresses the entire agreenent between the parties, and no
oral understanding or prior witing shall nodify the terms hereof.

I N WTNESS WHEREOF t he under si gned, being duly authorized thereto by the

respective parties, have signed this contract at ........... , this .... day of
SCHEDULE 1
[ Coordinates and illustrative chart of the exploration area]
SCHEDULE 2

[ The current five-year programre of activities as revised fromtine to tine]

SCHEDULE 3
[ The training programme shall beconme a schedule to the contract when approved
by the Authority in accordance with section 8 of the standard cl auses. ]
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Annex 4
STANDARD CLAUSES FOR EXPLORATI ON CONTRACT
Section 1
Definitions
1.1 In the follow ng cl auses:
(a) “exploration area” neans that part of the Area allocated to the

Contractor for exploration, described in schedule 1 hereto, as the sane nay be
reduced fromtine to tine in accordance with this contract and the
Regul ati ons;

(b) “progranmme of activities” means the programme of activities which
is set out in schedule 2 hereto as the sane nay be adjusted fromtinme to tine
in accordance with sections 4.3 and 4.4 hereof;

(c) “Regul ations” neans the Regul ations for Prospecting and
Expl oration for Polynetallic Nodules in the Area, adopted by the Authority.

1.2 Ternms and phrases defined in the Regul ations shall have the sanme neaning
in these standard cl auses.

1.3 In accordance with the Agreenment relating to the Inplenmentation of Part
Xl of the United Nations Convention of the Law of the Sea of 10 Decenmber 1982,
its provisions and Part XI of the Convention are to be interpreted and applied
together as a single instrunent; this contract and references in this contract
to the Convention are to be interpreted and applied accordingly.

1.4 This contract includes the schedules to this contract, which shall be an
i ntegral part hereof.

Section 2

Security of tenure

2.1 The Contractor shall have security of tenure and this contract shall not
be suspended, term nated or revised except in accordance with sections 20, 21
and 24 hereof.

2.2 The Contractor shall have the exclusive right to explore for
polymetal lic nodules in the exploration area in accordance with the terns and
conditions of this contract. The Authority shall ensure that no other entity
operates in the exploration area for a different category of resources in a
manner that mght unreasonably interfere with the operations of the
Contractor.

2.3 The Contractor, by notice to the Authority, shall have the right at any
time to renounce without penalty the whole or part of its rights in the

expl oration area, provided that the Contractor shall renmain liable for al
obligations accrued prior to the date of such renunciation in respect of the
area renounced.

2.4 Nothing in this contract shall be deenmed to confer any right on the
Contractor other than those rights expressly granted herein. The Authority
reserves the right to enter into contracts with respect to resources ot her
than polynetallic nodules with third parties in the area covered by this
contract.
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Section 3

Contract term

3.1 This contract shall enter into force on signature by both parties and
shall remain in force for a period of fifteen years thereafter unless:

(a) the Contractor obtains a contract for exploitation in the
expl oration area which enters into force before the expiration of such period
of fifteen years; or

(b) the contract is sooner termnated,

provided that the termof the contract nay be extended in accordance with
sections 3.2 and 17.2 hereof.

3.2 Upon application by the Contractor, not |ater than six nonths before the
expiration of this contract, this contract may be extended for periods of not
nore than five years each on such terns and conditions as the Authority and
the Contractor nmay then agree in accordance with the Regul ations. Such

ext ensi ons shall be approved if the Contractor has nade efforts in good faith
to conply with the requirenents of this contract but for reasons beyond the
Contractor’s control has been unable to conplete the necessary preparatory
work for proceeding to the exploitation stage or if the prevailing econonic
circunst ances do not justify proceeding to the exploitation stage.

3.3 Not wi t hst andi ng the expiration of this contract in accordance with
section 3.1 hereof, if the Contractor has, at |east 90 days prior to the date
of expiration, applied for a contract for exploitation, the Contractor’s
rights and obligations under this contract shall continue until such tine as
t he application has been considered and a contract for exploitation has been
i ssued or refused.

Section 4

Expl orati on

4.1 The Contractor shall commence exploration in accordance with the tine
schedul e stipulated in the programre of activities set out in schedule 2
hereto and shall adhere to such tine periods or any nodification thereto as
provided for by this contract.

4.2 The Contractor shall carry out the progranmme of activities set out in
schedule 2 hereto. In carrying out such activities the Contractor shall spend
in each contract year not |ess than the anount specified in such programre, or
any agreed review thereof, in actual and direct exploration expenditures.

4.3 The Contractor, with the consent of the Authority, which consent shal
not be unreasonably withheld, may fromtine to tine nake such changes in the
progranmme of activities and the expenditures specified therein as may be
necessary and prudent in accordance with good mning industry practice, and
taking into account the nmarket conditions for the netals contained in

pol ymetal I i ¢ nodul es and ot her rel evant gl obal econonic conditions.

4.4 Not later than 90 days prior to the expiration of each five-year period
fromthe date on which this contract enters into force in accordance with
section 3 hereof, the Contractor and the Secretary-General shall jointly
undertake a review of the inplenentation of the plan of work for exploration
under this contract. The Secretary-General nay require the Contractor to
submt such additional data and information as may be necessary for the
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purposes of the review. In the light of the review, the Contractor shal
indicate its programme of activities for the follow ng five-year period,

i ncluding a revised schedul e of anticipated yearly expenditures, naking such
adjustments to its previous programme of activities as are necessary.
Schedul e 2 hereto shall be adjusted accordingly.

Section 5

Envi ronnental nonitoring

5.1 The Contractor shall take necessary neasures to prevent, reduce and
control pollution and other hazards to the nmarine environment arising fromits
activities in the Area as far as reasonably possible using the best technol ogy
available to it.

5.2 The Contractor shall, in accordance with the Regul ations, gather
environnental baseline data as exploration activities progress and devel op and
shal | establish environnmental baselines against which to assess the likely
effects of the Contractor’s activities on the marine environment.

5.3 The Contractor shall, in accordance with the Regul ations, establish and
carry out a programre to nonitor and report on such effects on the narine
environnent. The Contractor shall cooperate with the Authority in the

i mpl enentati on of such nonitoring.

5.4 The Contractor shall, within 90 days of the end of each cal endar year
report to the Secretary-General on the inplenentation and results of the
nonitoring programme referred to in section 5.3 hereof and shall submt data
and information in accordance with the Regul ati ons.

5.5 Prior to the comencenent of testing of collecting systens and
processi ng operations, the Contractor shall submt to the Authority:

(a) a site-specific environnental inpact statenent based on avail able
net eor ol ogi cal, oceanographi c and environnental data collected during the
precedi ng phases of exploration and containing data that could be used to
establish an environnental baseline against which to assess the |ikely effect
of the mining tests;

(b) an assessnent of the effects on the marine environment of the
proposed tests of collecting systens;

(c) a proposal for a nonitoring progranme to determ ne the effect on
the mari ne environnment of the equipnent that will be used during the proposed
m ning tests.

Section 6

Conti ngency pl ans and energenci es

6.1 The Contractor shall, prior to the commencenent of its programre of
activities under this contract, submt to the Secretary-General a contingency
plan to respond effectively to incidents that are likely to cause serious harm
to the marine environment arising fromthe Contractor’s activities at sea in
the exploration area. Such contingency plan shall establish specia

procedures and provi de for adequate and appropriate equi pnent to deal with
such incidents and, in particular, shall include arrangenents for

(a) the i mediate raising of a general alarmin the area of the
exploration activities;
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(b) i mediate notification to the Secretary-General

(c) t he warni ng of ships which mght be about to enter the i nmedi ate
vicinity;

(d) a continuing flow of full information to the Secretary-Genera
relating to particulars of the contingency nmeasures already taken and further
actions required;

(e) the renoval, as appropriate, of polluting substances;

(f) the reduction and, so far as reasonably possible, prevention of
serious harmto the marine environment, as well as mtigation of such effects;

(9) as appropriate, cooperation with other contractors with the
Authority to respond to an energency; and

(h) peri odi ¢ energency response exercises.

6.2 The Contractor shall pronptly report to the Secretary-General any
incident arising fromits activities that has caused or is likely to cause
serious harmto the mari ne environment. Each such report shall contain the
details of such incident, including, inter alia:

(a) the coordinates of the area affected or which can reasonably be
anticipated to be affected;

(b) the description of the action being taken by the Contractor to
prevent, contain, mnimze and repair the serious harmto the narine
envi ronnent ;

(c) a description of the action being taken by the Contractor to
monitor the effects of the incident on the mari ne environnent; and

(d) such supplenentary informati on as may reasonably be required by
t he Secretary-General

6.3 The Contractor shall conply with emergency orders issued by the Counci
and i mredi ate neasures of a tenporary nature issued by the Secretary-Cenera
in accordance with the Regul ations, to prevent, contain, mnimze or repair
serious harmto the marine environment, which may include orders to the
Contractor to inmedi ately suspend or adjust any activities in the exploration
ar ea.

6.4 If the Contractor does not pronptly conply with such emergency orders or
i medi ate neasures of a tenporary nature, the Council may take such reasonabl e
neasures as are necessary to prevent, contain, nminimze or repair any such
serious harmto the mari ne environment at the Contractor’s expense. The
Contractor shall pronptly reinburse the Authority the anmpunt of such expenses.
Such expenses shall be in addition to any nonetary penalties which nmay be

i nposed on the Contractor pursuant to the terns of this contract or the
Regul ati ons.
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Section 7
hj ects of an archael ogi cal or historical nature
The Contractor shall inmediately notify the Secretary-General in witing

of any finding in the exploration area of an object of an archaeol ogi cal or
historical nature and its location. Follow ng the finding of any such object
of an archaeol ogical or historical nature in the exploration area, the
Contractor shall take all reasonabl e neasures to avoid di sturbing such object.

Section 8
Trai ni ng

8.1 In accordance with the Regul ations, the Contractor shall, prior to the
commencenent of exploration under this contract, subnmt to the Authority for
approval proposed training progranmes for the training of personnel of the
Aut hority and devel oping States, including the participation of such personne
in all of the Contractor’s activities under this contract.

8.2. The scope and financing of the training progranmme shall be subject to
negoti ati on between the Contractor, the Authority and the sponsoring State or
St ates.

8.3 The Contractor shall conduct training programmes in accordance with the
specific progranmme for the training of personnel referred to in section 8.1
her eof approved by the Authority in accordance with the Regul ati ons, which
progranmme, as revised and devel oped fromtine to tinme, shall becone a part of
this contract as schedul e 3.

Section 9

Books and records

The Contractor shall keep a conplete and proper set of books, accounts
and financial records, consistent with internationally accepted accounting
principles. Such books, accounts and financial records shall include
information which will fully disclose the actual and direct expenditures for
expl oration and such other information as will facilitate an effective audit
of such expenditures.

Section 10

Annual reports

10.1 The Contractor shall, within 90 days of the end of each cal endar year
submit a report to the Secretary-General covering its programe of activities
in the exploration area and containing, as applicable, information in
sufficient detail on:

(a) the exploration work carried out during the cal endar year
i ncludi ng maps, charts and graphs illustrating the work that has been done and
the results obtained;

(b) t he equi pnent used to carry out the exploration work, including
the results of tests conducted of proposed nining technol ogies, but not
equi pnment desi gn data; and
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(c) the inpl enentati on of training programes, including any proposed
revisions to or devel opnents of such programes.

10.2 Such reports shall also contain

(a) the results obtained fromenvironnmental nonitoring programes,
i ncl udi ng observations, neasurenents, evaluations and anal yses of
envi ronnent al paraneters;

(b) a statenent of the quantity of polynetallic nodul es recovered as
sanpl es or for the purpose of testing;

(c) a statenent, in conformity with internationally accepted
accounting principles and certified by a duly qualified firmof public
accountants, or, where the Contractor is a State or a state enterprise, by the
sponsoring State, of the actual and direct exploration expenditures of the
Contractor in carrying out the programme of activities during the Contractor’s
accounting year. Such expenditures nay be clainmed by the contractor as part
of the contractor’s devel opnment costs incurred prior to the commencenent of
conmer ci al production; and

(d) details of any proposed adjustnents to the progranmme of activities
and the reasons for such adjustnents.

10.3 The Contractor shall also subnmit such additional information to

suppl enent the reports referred to in sections 10.1 and 10.2 hereof as the
Secretary-General may fromtine to tinme reasonably require in order to carry
out the Authority’'s functions under the Convention, the Regul ations and this
contract.

10.4 The Contractor shall keep, in good condition, a representative portion
of sanples of the polynetallic nodul es obtained in the course of exploration
until the expiration of this contract. The Authority may request the
Contractor in witing to deliver to it for analysis a portion of any such
sanpl e obtai ned during the course of exploration

Section 11

Data and information to be submitted on expiration of the contract

11.1 The Contractor shall transfer to the Authority all data and information
that are both necessary for and relevant to the effective exercise of the
powers and functions of the Authority in respect of the exploration area in
accordance with the provisions of this section

11.2 Upon expiration or termnation of this contract the Contractor, if it
has not already done so, shall submt the followi ng data and infornmation to
t he Secretary-General

(a) copi es of geol ogical, environnental, geochem cal and geophysica
data acquired by the Contractor in the course of carrying out the programre of
activities that are necessary for and relevant to the effective exercise of
the powers and functions of the Authority in respect of the exploration area;

(b) the estimation of mneabl e areas, when such areas have been
identified, which shall include details of the grade and quantity of the
proven, probable and possible polynetallic nodule reserves and the antici pated
nm ni ng conditions;
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(c) copi es of geological, technical, financial and econom c reports
made by or for the Contractor that are necessary for and relevant to the
ef fective exercise of the powers and functions of the Authority in respect of
the expl oration area,;

(d) information in sufficient detail on the equi pment used to carry
out the exploration work, including the results of tests conducted of proposed
m ni ng technol ogi es, but not equi pnent design data; and

(e) a statenent of the quantity of polynetallic nodul es recovered as
sanpl es or for the purpose of testing.

11.3 The data and information referred to in section 11.2 hereof shall also
be subnmitted to the Secretary-CGeneral if, prior to the expiration of this
contract, the Contractor applies for approval of a plan of work for
exploitation or if the Contractor renounces its rights in the exploration area
to the extent that such data and information relates to the renounced area.

Section 12

Confidentiality

Data and information transferred to the Authority in accordance with
this contract shall be treated as confidential in accordance with the
provi si ons of the Regul ations.

Section 13

Undert aki ngs

13.1 The Contractor shall carry out exploration in accordance with the terns
and conditions of this contract, the Regulations, Part XI of the Convention

t he Agreenent and other rules of international |law not inconpatible with the
Conventi on.

13.2 The Contractor undertakes:

(a) to accept as enforceable and conply with the terns of this
contract;

(b) to comply with the applicable obligations created by the
provi si ons of the Convention, the rules, regulations and procedures of the
Aut hority and the decisions of the relevant organs of the Authority;

(c) to accept control by the Authority of activities in the Area as
aut hori zed by the Conventi on;

(d) to fulfil its obligations under this contract in good faith; and

(e) to observe, as far as reasonably practicable, any reconmendati ons
whi ch may be issued fromtinme to time by the Legal and Techni cal Conmi ssion

13.3 The Contractor shall actively carry out the programme of activities:
(a) with due diligence, efficiency and econony;

(b) with due regard to the inpact of its activities on the narine
envi ronnent; and
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(c) with reasonable regard for other activities in the marine
envi ronnent .

13.4 The Authority undertakes to fulfil in good faith its powers and
functions under the Convention and the Agreenent in accordance with article
157 of the Convention

Section 14

I nspection

14.1 The Contractor shall permt the Authority to send its inspectors on
board vessels and installations used by the Contractor to carry out activities
in the exploration area to

(a) nonitor the Contractor’s conpliance with the terns and conditions
of this contract and the Regul ations; and

(b) nonitor the effects of such activities on the marine environnent.

14.2 The Secretary-Ceneral shall give reasonable notice to the Contractor of
the projected tinme and duration of inspections, the name of the inspectors and
any activities the inspectors are to performthat are likely to require the
avai lability of special equipnent or special assistance from personnel of the
Contractor.

14.3 Such inspectors shall have the authority to inspect any vessel or
installation, including its |og, equipnment, records, facilities, all other
recorded data and any rel evant docunents which are necessary to nmonitor the
Contractor’s conpliance.

14.4 The Contractor, its agents and enpl oyees shall assist the inspectors in
the performance of their duties and shall

(a) accept and facilitate pronpt and safe boarding of vessels and
installations by inspectors;

(b) cooperate with and assist in the inspection of any vessel or
installation conducted pursuant to these procedures;

(c) provi de access to all rel evant equipnent, facilities and personne
on vessels and installations at all reasonable tines;

(d) not obstruct, intindate or interfere with inspectors in the
performance of their duties;

(e) provi de reasonable facilities, including, where appropriate, food
and accommodation, to inspectors; and

(f) facilitate safe disenbarkation by inspectors.

14.5 Inspectors shall avoid interference with the safe and nornmal operations
on board vessels and installations used by the Contractor to carry out
activities in the area visited and shall act in accordance with the
Regul ati ons and the neasures adopted to protect confidentiality of data and

i nformation.

14.6 The Secretary-Ceneral and any duly authorized representatives of the
Secretary-General, shall have access, for purposes of audit and exani nation
to any books, docunents, papers and records of the Contractor which are
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necessary and directly pertinent to verify the expenditures referred to in
section 10.2(c).

14.7 The Secretary-Ceneral shall provide relevant information contained in
the reports of inspectors to the Contractor and its sponsoring State or States
where action is necessary.

14.8 |If for any reason the contractor does not pursue exploration and does
not request a contract for exploitation, it shall, before withdrawing fromthe
exploration area, notify the Secretary-General in witing in order to permt
the Authority, if it so decides, to carry out an inspection pursuant to this
section.

Section 15

Saf ety, | abour and heal th standards

15.1 The Contractor shall conmply with the generally accepted internationa
rul es and standards established by conpetent international organizations or
general diplomatic conferences concerning the safety of life at sea, and the
prevention of collisions and such rules, regulations and procedures as may be
adopted by the Authority relating to safety at sea. Each vessel used for
carrying out activities in the Area shall possess current valid certificates
required by and issued pursuant to such international rules and standards.

15.2 The Contractor shall, in carrying out exploration under this contract,
observe and conply with such rules, regulations and procedures as may be
adopted by the Authority relating to protection against discrimnation in

enpl oyment, occupational safety and health, |abour relations, social security,
enpl oyment security and living conditions at the work site. Such rules,
regul ati ons and procedures shall take into account conventions and
recomendati ons of the International Labour Organization and ot her conpetent

i nternational organizations.

Section 16

Responsibility and liability

16.1 The Contractor shall be liable for the actual anmount of any damage,

i ncl udi ng damage to the marine environnment, arising out of its wongful acts
or om ssions, and those of its enployees, subcontractors, agents and al
persons engaged in working or acting for themin the conduct of its operations
under this contract, including the costs of reasonable neasures to prevent or
limt damage to the marine environnent, account being taken of any
contributory acts or om ssions by the Authority.

16.2 The Contractor shall indemify the Authority, its enpl oyees,
subcontractors and agents against all clainms and liabilities of any third
party arising out of any wongful acts or om ssions of the Contractor and its
enpl oyees, agents and subcontractors, and all persons engaged in working or
acting for themin the conduct of its operations under this contract.

16.3 The Authority shall be liable for the actual anpbunt of any damage to the
Contractor arising out of its wongful acts in the exercise of its powers and
functions, including violations under article 168, paragraph 2, of the
Convention, account being taken of contributory acts or onissions by the
Contractor, its enployees, agents and subcontractors, and all persons engaged
in working or acting for themin the conduct of its operations under this
contract.
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16.4 The Authority shall indemify the Contractor, its enpl oyees,
subcontractors, agents and all persons engaged in working or acting for them
in the conduct of its operations under this contract, against all clains and
liabilities of any third party arising out of any wongful acts or om ssions
in the exercise of its powers and functions hereunder, including violations
under article 168, paragraph 2, of the Convention

16.5 The Contractor shall nmintain appropriate insurance policies with
internationally recognized carriers, in accordance with generally accepted
international maritine practice.

Section 17

Force nmmj eure

17.1 The Contractor shall not be liable for an unavoi dable delay or failure
to performany of its obligations under this contract due to force nmjeure.
For the purposes of this contract, force majeure shall nean an event or
condition that the Contractor could not reasonably be expected to prevent or
control; provided that the event or condition was not caused by negligence or
by a failure to observe good mning industry practi ce.

17.2 The Contractor shall, upon request, be granted a tine extension equal to
the period by which performance was del ayed hereunder by force majeure and the
termof this contract shall be extended accordingly.

17.3 In the event of force majeure, the Contractor shall take all reasonable
neasures to renove its inability to performand conply with the terns and
conditions of this contract with a m ni mum of delay; provided that the
Contractor shall not be obligated to resolve or term nate any | abour dispute
or any other disagreenent with a third party except on ternms satisfactory to
it or pursuant to a final decision of any agency having jurisdiction to
resol ve the dispute

17.4 The Contractor shall give notice to the Authority of the occurrence of
an event of force mmjeure as soon as reasonably possible, and simlarly give
notice to the Authority of the restoration of normal conditions.

Section 18
Di scl ai nmer

Nei ther the Contractor nor any affiliated conpany or subcontractor shal
in any manner claimor suggest, whether expressly or by inplication, that the
Authority or any official thereof has, or has expressed, any opinion wth
respect to polynetallic nodules in the exploration area and a statenent to
that effect shall not be included in or endorsed on any prospectus, notice,
circular, advertisement, press release or simlar docunent issued by the
Contractor, any affiliated conpany or any subcontractor that refers directly
or indirectly to this contract. For the purposes of this section, an
“affiliated conpany” nmeans any person, firmor conpany or State-owned entity
controlling, controlled by, or under common control with, the Contractor

Section 19

Renunci ation of rights

The Contractor, by notice to the Authority, shall have the right to
renounce its rights and termnate this contract w thout penalty, provided that
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the Contractor shall remain liable for all obligations accrued prior to the
dat e of such renunciation and those obligations required to be fulfilled after
term nation in accordance with the Regul ations.

Section 20

Term nati on of sponsorship

20.1 If the nationality or control of the Contractor changes or the
Contractor’s sponsoring State, as defined in the Regulations, termnates its
sponsorship, the Contractor shall pronptly notify the Authority forthwth.

20.2 In either such event, if the Contractor does not obtain another sponsor
neeting the requirenents prescribed in the Regul ati ons which submits to the
Authority a certificate of sponsorship for the Contractor in the prescribed
formwithin the tinme specified in the Regul ations, this contract shal

term nate forthw th.

Section 21

Suspension and term nati on of contract and penalties

21.1 The Council may suspend or termnate this contract, wi thout prejudice to
any other rights that the Authority nay have, if any of the follow ng events
shoul d occur:

(a) if, inspite of witten warnings by the Authority, the Contractor
has conducted its activities in such a way as to result in serious persistent
and wil ful violations of the fundanental terms of this contract, Part Xl of
t he Convention, the Agreement and the rules, regulations and procedures of the
Aut hority; or

(b) if the Contractor has failed to conply with a final binding
deci sion of the dispute settlenent body applicable to it; or

(c) if the Contractor becones insolvent or conmmts an act of
bankruptcy or enters into any agreenent for conposition with its creditors or
goes into liquidation or receivership, whether conpul sory or voluntary, or
petitions or applies to any tribunal for the appointnent of a receiver or a
trustee or receiver for itself or commences any proceedings relating to itself
under any bankruptcy, insolvency or readjustnent of debt |aw, whether now or
hereafter in effect, other than for the purpose of reconstruction

21.2 Any suspension or termnation shall be by notice, through the Secretary-
General, which shall include a statenent of the reasons for taking such
action. The suspension or termnation shall be effective 60 days after such
notice, unless the Contractor within such period disputes the Authority’s
right to suspend or termnate this contract in accordance with Part Xl

section 5, of the Convention.

21.3 If the Contractor takes such action, this contract shall only be
suspended or term nated in accordance with a final binding decision in
accordance with Part XI, section 5, of the Convention

21.4 |If the Council has suspended this contract, the Council may by notice
require the Contractor to resune its operations and conply with the terns and
conditions of this contract, not later than 60 days after such notice.

21.5 In the case of any violation of this contract not covered by section
21.1(a) hereof, or in lieu of suspension or termination under section 21.1
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hereof, the Council may inpose upon the Contractor nonetary penalties
proportionate to the seriousness of the violation

21.6 The Council may not execute a decision involving nonetary penalties
until the Contractor has been accorded a reasonabl e opportunity to exhaust the
judicial renedies available to it pursuant to Part X, section 5, of the
Conventi on.

21.7 In the event of term nation or expiration of this contract, the
Contractor shall conmply with the Regul ati ons and shall renpve al

installations, plant, equipnent and naterials in the exploration area and
shal |l nake the area safe so as not to constitute a danger to persons, shipping
or to the nmarine environment.

Section 22

Transfer of rights and obligations

22.1 The rights and obligations of the Contractor under this contract may be
transferred in whole or in part only with the consent of the Authority and in
accordance with the Regul ations.

22.2 The Authority shall not unreasonably wi thhold consent to the transfer if
the proposed transferee is in all respects a qualified applicant in accordance
with the Regul ati ons and assunes all of the obligations of the Contractor and
if the transfer does not confer to the transferee a plan of work, the approva
of whi ch would be forbidden by Annex 3, article 6, paragraph 3(c), of the
Conventi on.

22.3 The terns, undertakings and conditions of this contract shall inure to
the benefit of and be binding upon the parties hereto and their respective
successors and assigns.

Section 23
No wai ver

No wai ver by either party of any rights pursuant to a breach of the
ternms and conditions of this contract to be perfornmed by the other party shal
be construed as a wai ver by the party of any succeedi ng breach of the sanme or
any other termor condition to be performed by the other party.

Section 24
Revi si on

24.1 \When circunstances have arisen or are likely to arise which, in the

opi nion of the Authority or the Contractor, would render this contract
inequitable or nake it inpracticable or inpossible to achieve the objectives
set out in this contract or in Part XI of the Convention or the Agreenent, the
parties shall enter into negotiations to revise it accordingly.

24.2 This contract nay also be revised by agreenent between the Contractor
and the Authority to facilitate the application of any rules, regulations and
procedures adopted by the Authority subsequent to the entry into force of this
contract.
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24.3 This contract nay be revised, amended or otherwi se nodified only with
the consent of the Contractor and the Authority by an appropriate instrunment
signed by the authorized representatives of the parties.

Section 25
Di sput es

25.1 Any dispute between the parties concerning the interpretation or
application of this contract shall be settled in accordance with Part Xl
section 5, of the Convention.

25.2 Any final decision rendered by a court or tribunal having jurisdiction
under the Convention relating to the rights and obligations of the Authority
and of the Contractor shall be enforceable in the territory of each State
Party to the Convention.

Section 26
Noti ce

26.1 Any application, request, notice, report, consent, approval, waiver,
direction or instruction hereunder shall be made by the Secretary-Ceneral or
by the designated representative of the Contractor, as the case may be, in
witing. Service shall be by hand, or by telex, facsimle or registered
airmail to the Secretary-General at the headquarters of the Authority or to
t he desi gnated representative

26.2 Either party shall be entitled to change any such address to any ot her
address by not less than ten days’ notice to the other party.

26.3 Delivery by hand shall be effective when made. Delivery by tel ex shal
be deened to be effective on the business day follow ng the day when the
“answer back” appears on the sender's telex nmachine. Delivery by facsimle
shal |l be effective when the “transmt confirmation report” confirmng the
transm ssion to the recipient’s published facsimle nunber is received by the
transmitter. Delivery by registered airnail shall be deened to be effective
21 days after posting.

26.4 Notice to the designated representative of the Contractor shal
constitute effective notice to the Contractor for all purposes under this
contract, and the designated representative shall be the Contractor’s agent
for the service of process or notification in any proceedi ng of any court or
tribunal having jurisdiction

26.5 Notice to the Secretary-General shall constitute effective notice to the
Aut hority for all purposes under this contract, and the Secretary-Genera
shall be the Authority’'s agent for the service of process or notification in
any proceedi ng of any court or tribunal having jurisdiction

Section 27

Applicable | aw

27.1 This contract shall be governed by the terms of this contract, the

rul es, regul ations and procedures of the Authority, Part Xl of the Convention
t he Agreenent and other rules of international |aw not inconpatible with the
Conventi on.
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27.2 The Contractor, its enployees, subcontractors, agents and all persons
engaged in working or acting for themin the conduct of its operations under
this contract shall observe the applicable law referred to in section 27.1
hereof and shall not engage in any transaction, directly or indirectly,

prohi bited by the applicable I aw.

27.3 Nothing contained in this contract shall be deemed an exenption fromthe
necessity of applying for and obtaining any pernit or authority that may be
required for any activities under this contract.

Section 28

Interpretation

The division of this contract into sections and subsections and the
i nsertion of headings are for conveni ence of reference only and shall not
af fect the construction or interpretation hereof.
Section 29

Addi ti onal docunents

Each party hereto agrees to execute and deliver all such further
instrunents, and to do and performall such further acts and things as may be
necessary or expedient to give effect to the provisions of this contract.
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