TEMPLATE FOR SUBMISSION OF TEXTUAL PROPOSALS DURING THE 30TH SESSION: COUNCIL - PART II
Please fill out one form for each textual proposal which your delegation(s) wish(es) to amend, add or delete and send to council@isa.org.jm. 

1. Name(s) of Delegation(s) making the proposal: 
Germany
2. Please indicate the relevant provision to which the textual proposal refers. 
Draft regulation 64
Text including tracked-changes as from original draft (ISBA/30/C/CRP.1); changes highlighted in green indicate Germany’s proposals
3. Kindly provide the proposed amendments to the regulation or standard or guideline in the text box below, using the “track changes” function in Microsoft Word. Please only reproduce the parts of the text that are being amended or deleted.
Contractor shall pay royalty] [Royalty payment]
A Contractor, from the date of commencement of Commercial Production, shall pay a royalty in respect of the Mineral-bearing ore sold or removed without sale from the Contract Area as determined pursuant to paragraph 1 of Section 8 of the Annex to the Agreement in accordance with the applicable Standard. [This provision is without prejudice to Article 10(3) of Annex III to the Convention.]

Regulation 64ter: Environmental costs
The financial terms of a contract shall reflect the environmental externalities of the exploitation activities permitted under the contract and throughout the value chain. To this end, the Authority shall levy a further royalty reflecting environmental externalities in accordance with Regulation 64quarter. The further royalty shall complement the royalty provided for in Regulation 64.

Regulation 64 quarter: Further royalty reflecting environmental costs
1.	Environmental externalities to be taken into account under Regulation 64bis shall initially encompass at least the following aspects:
a. 	Future value of genetic material for use in pharmaceutical and biotechnological applications;
b. 	Existence and bequest values for preservation of remote and largely unknown biodiversity in the Area, and potential monetary values globally;
c. 	Carbon emissions and the impact of mining activities on carbon sequestration by benthic and pelagic ecosystems.
2. 	Further environmental externalities shall be taken into account in accordance with the relevant standard.
3. 	Environmental externalities shall be calculated using best available science and natural capital economics in accordance with the relevant standard.
4. 	The Council shall set an applicable further royalty rate which shall reflect the environmental externalities as calculated in accordance with the relevant Standard.


4. Please indicate the rationale for the proposal. [150-word limit]
In March 2024, Germany submitted a concept note entitled “Integrating Environmental Costs into the Payment Mechanism”. This concept note can be found on the ISA website, under the webpage for Part I of the 29th session of the Authority. In this concept note, Germany made textual proposals for what would now be regulations 64ter and 63quarter, which we also presented both orally and in writing. We were therefore disappointed to see that neither our textual proposals have been reflected in the revised draft consolidated text (ISBA/30/C/CRP.1, 29 November 2024), nor have they been included in the suspense document. No explanation was given as to why. 

We request inclusion of regulation 63ter and quarter and wish to recall the Council’s previous discussions on the need to include environmental externalities in the financial regulations. This theme has some considerable history. In 2022, noting that all financial models that were under consideration failed to take into account environmental factors, the Council took a decision in ISBA/27/C/43 to commission a study on environmental externalities and how these can be incorporated into the payment mechanism. In June and October 2023, a two-part study was shared with the Council, and we also had a briefing report to the Council on the study last year. 

We note that many states supported the idea to incorporate environmental externalities into the payment mechanism. While noting that it is a difficult task to even begin to put a value on natural capital, many shared the view that this is already possible to a certain extent, and in any case, the number should not be put at zero because of the constraints in deciding on more precise numbers. 

