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AANUIN (N)
GENEVA CONVENTION 1948

Convention on the International Recognition of
Rights in Aircraft

Whereas the International Civil Aviation Conference, held at Chicago
in November-December 1994. recommended the early adoption of a
'Convention dealing with the transfer of title to aircraft,

Whereas it i3 highly desirable in the interest of the future
expansion of international civil aviation that rights in aircraft be
recognised interpationally,

The Undersigned, duly authorised, have agreed, on behalf of

their respective Governments, as follows:

Article 1
(1) The Contracting States undertake to recognise:
(a) rights of property in aircraft;
(b) rights to acquire aircraft by purchase coupled with
possession of the aircraft;
{c) rights to possession of aircraft under leases of six
months or more; |
(d) mortgages, hypotheques and similar rights in aircraft
which are contractually.created as security for payment
of an indebtedness;
provided that such rights:
(i) have been constituted in accordance with the law
of the Contracting State in which the aircraft

was registered as to nationality at the time of
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their constitution, and

{ii) are regularly recorded in & public record of ‘the
Contracting  State in which the aircraft is
registered as to nationality.
| The regularity of successive recordings in
different Contracting States shall be determined
in accordance with the law of the State where the
aircraft was registered as to nationality at the
time of each recording.

(2) Nothing in this Convention shall prevent the recognition
of any rights in aircraft under the law of any Contracting State;
but Contracting States shall not admit or recognise any right as
taking priority over the rights mentioned in paragraph (1) of this
Articles.

Article II

(1) All recordings relating toc a given aircraft must appear
in the same record.

{2) Except as otherwise provided in this Convention, the
effect of the recording of any right mentioned in Article I,
paragraph (1) with regard to third parties shall be determined
according to the law of the Contracting State where it is recorded.

(3) A Contracting State may prohibit the recording of any
right which cannot validly be constituted according to its mnational

law.

Article IIX
(1) The address of the authority responsible for maintaining
the record must be shown on every aircraft’s certificate of

registration as to nationality.
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(2) Any person shall be entitled to receive from the
authority duly certified copies or extracts of the particulars
recorded. Such copies or extracts shall constitute prima facie
evidence of the contents of the record.

(3) If the law of a contracting State provides that the
filing of a document for recording shall have the same effect as the
recording, it shall have the same effect for the purposes of this
Convention. In that case, adequate provision shall be made to
ensure that such document is open to the public.

(4) Reasonable charges may be made for services
performed by the authority maintaining the record.

Article IV

(1) In the event that any claims in reSpéct of;

(a) compensation due for salvage of the aircraft, or

(b) extraordinary expenses indispensable for the preservation

of the aircraft
give rise, under the law of the Contracting State where the
operations of salvage or preservatidn were terminated, to a right
conferring a charge against the aircraft, such right shall be
recognised by Contracting States and shall take  priority over all
~other rights in the aircraft.

(2) The rights epumerated in paragraph (1) shall be
satisfied in the inverse order of the dates of the incidents in
connection with which they have arisen.

(3) Any of the said rights may, within three wonths from the
date of the termination of the salvage or preservation operation,
be noted on the record.

(4) The said rights shall not be recognised in other

Contracting States after expiration of the three months wmentioned

/



168

in paragraph (3) unless, within this period:

(a) the right has been noted on the record in conformity
with paragraph (3); and |

{b) the amount has been agreed upon or judicial action on
the right has been commenced. As far as judicial action is
concerned, th law of the forum shall determine the contingencies
upon which the three months’ period may be interrupted or
suspended.

(5) This Article shall apply notwithstanding the

provisions of Article 1, paragraph (2).

Article V
The priority of & right mentioned in Article I, paragraph (1) (d),
extends to all su;s thereby secured. However, the amount of interest
included shall not exceed that accrued during the three years prior
to the execution proceedings together with that accrued during the

execution proceedings.

Article VI
In case of.attachment or sale of an aircraft in execution, or of any
right therein, the Contracting State shall not be obliged to
recognisé, as against the attaching or executing creditor or against
the purchaser, any right mentioned in Article I, paragraph (1), or
the trasfer of any such right, if constituted or effected with
knowledge of the sale or execution proceedings by the person agains;

whom the proceedings are directed,

Article VII
(1) The proceedings of a sale of an aircraft in execution

shall be determined by the law of the Contracting State where the
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sale takes place.

(2) The following provisions shal! however be observed:

(a) The date and place of the sale shall be fixed at least

six weeks in advance.

(b) The executing creditor shall supply to the Court or

- other competent authority a certified extract of the
recordings concerning the aircraft. He shall shall give
public no;ice of the sale at the place where the aircraft
is registered as to nﬁtionality, in accordance with the
law there applicable, at least one month before the day
fixed, and shall concurrently notify by registered
letter, if possible by air mail, the recorded owner and
the holders of recorded rights in the aircraft and of
rights noted on the record under Article IV, paragraph
{3), according to their addresses as shown on the record.

(3) The consequences of failure to observe the requirements
of paragraﬁh (2) shall be as provided by the law of the Contracting
State where the sale takes place, However, any sale taking place in
contravention of the requirements of that paragraph may be amnulled
upon demand made within six months from the date of the sale by any
preson suffering damage as the result of such contravention.

(4) No sale in execution can be effected unless all rights
having priority over the claim of the executing creditor in
accordance with this Convention which are established before the
coméetent authority, are covered by the proceeds of sale or assumed
by the purchaser.

(5) When injury or damage is caused to persons or property
on the surface of the Contracting State where the execution sale
takes place, by any aircraft subject to any right referred to in

Article I held as security for an indebtedness, unless adequate and



170

effective insurance by a State or an insurance undertaking in any
state has been provided by or on behalf of the operator to cover
such injury or damage, the national law of such Contracting State
may provide in case of the seizure of such aircraft or any other
aircraft owned by the same person and encumbered with any similar
right held by the same creditor:

(a) that the provisions of paragraph (4) above shall have no
effect with regard to the person suffering such iqjury or damage or
his representative if he is an executing creditor:

(b) that any right referred to in Article I held as security
for an indebtedness encumbering the aircraft may not be set up
against any person suffering such injury or damage or his
representative in excess of an amount equal to 80 per cent of the

sale price.

In the absence of other limit established by the law of'the
Contracting State where the execution sale takes place, the
insurance shall be considered adequate within the meaning of the
present paragraph if the amount of the insurance corresponds to the
value when new of the aircraft seized in execution.
(6)‘Costs legally chargeable under the law of the Contracting

State where the sale takes place, which are incurred in the common
interest of creditors in the course of execution proceedings
leading to sale, shall be paid out of the proceeds of sale before

any claim, including those given preference by Article IV.

Article VIII
Sale of an aircraft in execution in conformity with the provisions
of Article VII shall effect the transfer of the property in such

aircraft free from all rights which are not assumed by the



171

purchaser.

Article IX
Except in the case of & sale in execution in conformity with the
provisions of Article VII, no transfer of an aircraft from the
nationality register or the record of a Contracting State to that of
anoth#r Contracting State shall be made, wuniess all holders of

recorded rights have been satisfied or consent to the transfer.

Article X

(1) If a recorded right in an aircraft of the nature
specified in Article I, and held as security for the payment pf an
indebtedness, extends, in conformity with the law of the Contracting
State where the aircraft is registered, to spare parts stored in a
specified place or places, such right shall be recognised by all
Contracting States, as long as the spare parts remain in the place
or places specified, provided that an appropriate public notice,
specifying the description of the right, the name and address of the
holder of this right and the record in which such right is recorded,
is exhibited at the place where the spare parts are located, so as
to give due notification to third parties that such spare parts are
ecumbered.

(2) A statement indicating the chﬁracter and the approximate
number of such spare parts shall be annexed to or included in the
recorded document. Such parts may be replaced by similar parts
without affecting the right of the creditor.

(3) The provisions of Article VII, paragraphs (1) and (4),
and of ‘Article VIII shall apply to a sale of spare parts in
execution. However, where the executing creditor is an unsecured

creditor, paragraph {4) of Article VII in its application to such a
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sale shall be construed so as to permit the sale to take place if a
bid is received in an amount not less than two-thirds of the value
of the spare parts as determined by experts appointed by the
authority responsible for the sale. Further, in the distribution of
the proceeds of sale, the competent authority may, in order to
provide for the claim of the executing creditor, limit the amount
payable to holders of prior rights to two-thirds of such proceeds of
sale after payment of the costs referred to in Article VII,
paragraph (6).

(4) For the purpose of this Article the term "spare parts"
means parts of aircraft, engines, propellers, radio apparatus,
instruments, appliances, furnishings., parts of any of the foregoing,
and generally any other articles of whatever description maintained
for installation in aircraft in substitution for parts or articles

removed,

Article XI

(1) The provisions of this Convention shall in each
Contracting State apply to all aircraft registered as to nationality
in another Contracting State.

(2) Each Contracting State shall also apply to aircraft there
registered as to nationality:

(a) The provisions of Articles II, III, IX, and

(b) The provisions of Article IV, unless the salvage or
preservation operations have been terminated within its own

territory.

Article XII
Nothing in this Convention shall prejudice the right of any

Contracting State to enforce against an aircraft its national law
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relating to immigration, customs or air navigation.

Article XIII
This Convention . shall not apply to aircraft used in military,

customs or police services.

Article Xiv
For the purpose of this Convention, the competent judicial and
administrative authorities of the Contracting States may, subject to
any contrary provision in their national law, correspond directly

with each other.

Article XV
The Contracting States shall take such measures as are necessary for
the fulfilment of the provisions of this Convention and shall
forthwith inform the Secretary General of the International Civil

Aviation Organisation of these measures.

Article XVI
For the purpose of this Convention the term "aircraft" shall include
the airframe, engines, propellers, radio apparatus, and all other
articles intended for use in the aircraft whether installed therein

or temporarily separated therefrom.

Article XVII
If a separate register of aircraft for purposes of nationality is
maintained in any territory for whose foreign relations a
Contracting State is responsible, references in this Convention to
the law of the Contracting State shall be construed as references to
the law of that territory.
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Article XVIII
This Convention shall remain open for signature until it comes into

force in accordance with the provisions of Article XX.

Article XIX
(1) This Convention shall be subject to ratification by the
signatory States.
(2) The instruments of ratification shall be deposited in
the archives of the International Civil Aviafion Organisation, which
shall give notice of the date of deposit to each of the signatory

and adhering States.

Article XX

(1) As soon as two of the signatory States have deposited
their instruments of ratification of this Convention, it shall come
into force between them on the ninetieth day after the date of the
deposit of the second instrument of ratification. It shall come into
force, for each Stﬁte which deposits its instrument of ratification
after that date, on the ninetieth day after the deposit of its
instrument of ratification.

(2) The International Civil Aviation Organisation shall give
notice to each signatory State of the date on which this Convention
comes into force.

(3) As soon as this Convention comes into force, it shall be
registered with the United Nations by the Secretary General of the

International Civil Aviation Organisation.

Article XXI
(1} This Convention shall, after it has come into force, be

open for adherence by non-signatory States.
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(2) Adherence shall be effected by the deposit of an
instrument of adherence in the archives of the International Civil
Aviation Organisation, which shall give notice qf the date of the
deposit to each signatory and adhering State.

(3) Adherence shall take effect as from the ninetieth day
after the date of the deposit of the instrument of adherence in the

arhives of the International Civil Aviation Organisation.

Article XXII
(1) Any Contracting State may denounce this Convention by
notification of denunciation to the International Civil Aviation
Organisation, which shall give notice of the date of receipt of such
notification to each signatory and adhering State.
(2) Denunciation shall take effect six months after the date
of receipt by the International Civil Aviation Organisation of the

notification of denunciation.

Article XXIII

(1) Any State may at the time of deposit of its instrument
of ratification or adherence, declare that its acceptance of this
Convention does not apply to any one or more of the territories for
the foreign relations of which such State is responsible.

(2) The International Civil Aviation Organisation shall give
notice of any such declaration to each signatory and adhering State.

(3) With the exception of territories in respect of which a
declaration has been made in accordance with paragraph (1) of this
Article, this Convention shall apply to all territories for the
foreign relations of which a Contracting State is responsible.

(4) Any State may adhere to this Convention separately on
behalf of all or any of the territories regarding which it has made
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a declaration in accordance with paragraph (1) of this Article and
the provisions of paragraphs (2) and (3) of Art;cle XXI shall apply
to such adherence.

(5) Any Contracting State may denounce this Convention, in
accordance with the provisions of Article XXII, separately for all
or any of the territories for the foreign relations of which such

State is responsible.

SIGNATURE OF OONVENTION

In witness whereof the undersigned Plenipotentiaries, having
been duly authorised, have signed this Convention.

Done at Geneva, on the nineteenth day of the month of June
of the year one thousand nine hundred and forty eight in the
English, French and Spanish languages, each text being of equal
authenticity.

This Convention shall be deposited in the archives of the
International Civil Aviation Organisation where, in accordance with

Article XVill, it shall remain open for signature.!

!Graham McBain, and Richard Hames, Aircraft finance:
Registration, security and enforcement, Appendix A: International
conventiqns, Issue 9, (United Kingdom: Longman Group UK,1994),
pp.50-60,
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52.Singapore X X x / X
53.Socuth Africa X X X X X
54.5pain X X X -/ /
55.Sweden / / X / /
56.Switzérland / / X / /
S7.Taiwan ' X X / / X
58.Thailand X X / X X
59.Turkey X X X / /
60.United Arab

Emirates X X X S X
61.United States

of America / / X /- /
62.Uruguay X x / / /
63.Venezuela / X X / /
64.Veitnam X X X / X
65.Yugoslavia /7 / X / /
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4Graham McBain, and Richard Hames, Aircraft finance:
Registration, securit d enfo cemeht, (United Kingdom: Longman

Group UK,1994).
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. MANUIN (%)
gaetindgEn 191910 B (Operating Lease)
AIRCRAFT LEASE AGREEMENT

LEASE made June 1,1987, between APCO Leasing Corporation,
of Miami, Dade County, Florida (the "Lessor"), and John Boxer, of
Eagle’s Nest, Tampa, Florida (the "Lessee").

i. Lease. Lessor leases to the Lessee the following
described aircraft:

One Cessna "Executive," Serial No. 22-00000

2. Term. The term of this lease shall be three years,
commencing on June 1, 1987,

3. Rental. Rental shall be at the rate of $2,000 per month,
plus Florida state use tax, payable to the Lessor on or before the
first day of each monthly period of the lease. All rental payments
shall be paid at the place where designated by the Lessor.

4. Lessee’s covenants. The Lessee agrees as follows:

{a) Conforming use. To use the aircraft only for the
purposes and in the manner set fofth in “any application for
insurance executed in connection with the leased aircraft, to abide
by and conform to, and cause others to abide by and to, all present
and future fedéral, state, municipal, and other laws, ordinances,
orders, rules, and regulations, controlling or in any way affecting
the operation, ﬁse, or occupancy of the aircraft or the use of any
airport premises by the aircraft.

{({b) No lien or assignment. To keep safely, and use
carefully, the aircraft, and not to sell, or attempt to sell, or

assign or dispose of the aircraft, or of any interest therein, or
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of any part thereof, or equipment necessary thereto, or suffer or
permit any charge, lien or encumbrance of any nature upon the
aircraft, or any part thereof, or lend or rent the same, or remove
or permit the aircraft to be removed from its designated home
airport for periods in excess of 30 days, designating the
contemplated location of the aircraft, and not to remove
permanently the aircraft from its designated home airport without
the Lessor’s prior wirtten consent.

{c) Sublease. Upon approval of the Lessor, the Lessee may
subleaée the aircraft, provided, however, the aircraft is
maintained in conformance with all applicable rules and regulations
pertaining to the use to which the aircraft shall be subjected.

(d) Taxes. To pay all taxes, assessments, and charges
imposed by any national, state, municipal, or other public or
airport authority on the aircraft or on its use during the term of
this lease nad until redelivery of the aircraft to the Lessor; and
to save the Lessor free and harmless therefrom, “and reimburse the
Lessor on a pro rata basis for any such taxes or charges payable
subsequent to the term of this lease.
| (e) Maintenance. To maintain and keep the aircraft and all
its components in good order and repair, 'in accordance with the
requirements of the Federal Aviation Agency or any other
governmental « ‘authority - having © jurisdiction, ~and ‘within a
reasonable time replace in or on the aircraft any and all parts,
equipment, appliances, instruments, or accessories which may be
worn out, lost, destroyed, confiscated, or otherwise rendered
unsatisfactory or unavailable for use in or on the aircraft. Such
replacement shall be (1) in good operating condition and have a
value, utility, and quality at least equal to that which the

property replaced originally had, and (2) at the time affixed to the
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aircraft and made subject to this lease, owned by the Lessee free
and clear of all liens and encumbrances, it being understood that
the Lessee shall have the same protection as the Lessor undgr the
standard warranty clause of the manufacturer of the aircraft, the
‘terms and provisions of said warranty being }ncorporated herein;
perform all major overhaul on the aircraft, whenever deemed
necessary and as may be required by the Federal Aviation Agency or
any other governmental authority during the term of this lease, and
all engine overhaul and inspection and maintenance service.

(f) Indemnification. To be responsible and liable to the
Lessq;,for, and indemnify the Lessor against, any and all damage to
‘the aircraft which occurs in any manner from any couse or causes
during the term of this lease or until redelivery of the aircraft to
the Lessor, and to indemnify and hold Lessor harmless from and
against all claims, cost, expenses, damages, and liabilities,
including personal injury, death, or property damage claims arising
or in any maﬁner occasioned by the operation or use of the aircraft,
during the term of this lease or until redelivery of the aircraft
to the Lessor.

(g) Insﬁrance. At its own expense, to keep the aircraft
insured, with companies accéptable to the Lessor, for such amounts
and against such hazards as the Lessor may require, including, but
not limited to, hull damage and liability for personal injuries,
death or property damagés, arising from or in any manner occasioned
by the acts or negligence of the Lessee or others in custody,
operation or use of aircraft, with losses under the hull damage
policies payable to the Lessor, in terms satisfactory to the Lessor,
and deliver the policies, or evidence of insurance satisfactor} to
the Lessor, to Lessor with premium receipts. The Lessee hereby

appoints Lessor ‘as the Lessee’s attorney-in-fact to make proof of
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loss, and claim for, receive payment of, and execute or endorse all
documents, checks, or drafts for hull damage or return premium
under the insurance policies.

(h) Licensed pilotage. To permit the aircraft to Dbe
operated only by a currently certificated pilot having at least the
minimum total pilot hours required by the applicable insurance.

(i) Lessor’s right of inspection. To permit the Lessor, or
its duly authorized -agent or representative, to inspect the
aircraft at any reasonable time, either on the land or aloft, and
to furnish any information in respect to the aircraft and its use
that the Lessor may reasonably request.

(i) Delivery upon termination. To return, upon demand, at
the expiration of the léase term, the aircraft to the Lessor, at
such place as may be designated by the Lessor, in the same
operating order, repair, condition, and appearance as when
received, excepting only for reasonably wear and tear, and demage
by any cause covered by collectible insurance; provided, however,
that the designated place shall not be more than 150 miles from the
home airport at the outset of this lease.

(k) Further assurances. To execute and deliver. to the
Lessor all additional or supplemental instruments or documents as
the Lessor may request in connection with the aircraft or this
lease,

| S. Assignment of warranty. The Lessor hereby assigns to the
Lessee, for and during the lease term, any warranty of the
manufacturer, express or implied, issued on or relating to the
aircraft, and hereby authorizes the Lessee to obtain the customary
service furnished by the manufacturer in connection with any
warranty, at Lessee’s expense. The Lessee acknowledges and agrees

that the aircraft is of a size, design, capacity, and a
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manufacturer selected by the Lessee and suitable for its purposes.

6. No implied representations or warranties. The parties
acknowledge that the Lessor is not a manufacturer or engaged in the
sale or distribution of the aircraft. Lessor makes . no
representations, promises, statements, or warranties, expressed or
implied, with respect to the merchantability, . suitability, or
fitness for purpose of the aircraft or otherwise. Lessor shall not
be liable to the Lessee for any léss, claim, demand, liability,
cost, damage, or expense of any kind, caused, or alleged to be
caused, directly, or indirectly, by the aircraft, or by any
inadequacy thereof for any purpose, or by any defect therein; or in
the use of maintenance thereof, or any repairs, servicing, or
adjustments thereto, of any delay in providing, or failure to
provide the same, or any interruption or loss of service or use
thereof, or any loss of business, or any damage whatsoever and
howsoever caused.

7. Risk of loss. All risks of loss or damage of the aircraft
léased, from whatever cause, are hereby assumed by the Lessee
during the entire lease term of the aircraft, and if the aircraft
is damaged, and is capable of being repaired, the Lessee shall have
" the option of eithér repairing same or replacing same, at the
Lessee’s cost.

8; Irrevocability. This lease is irrevocable for its full
term amd until the aggregate rentals have been paid by the Lessee.
Rent shall not abate during the lease term because the Lesee’s
right to possession of the aircraft has terminated, or for any
other reason whatsoever.

8. Lessor’s assumption of lessee’s obligations. If Lessee
shall fail to use, preserve, and maintain the aircraft, discharge

all taxes, liens, or charges, pay all costs and expenses, or
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procure and maintain insurance, in the manner above provided, the
Lessor, at its option, may do so, and all such advances by the
Lessor shall be added to the unpaid balance of the rentals due
under this lease and shall be repayable by the Lessee to Lessbr on
demand, together with interest thereon at the rate of 10 percent
per annum, until the unpaid balance shall have been repaid in full.
The Lessor may enter upon any premises where the aircraft is
located, for the purpose of inspection, and may remove the aircraft
forthwith, without notice to Lessee, if, in the opinion of the
Lessor, the aircraft is being improperly used or maintained.

iO. Repossession upon default. If the Lessee shall fail to
pay any rental or any other amounts payable pursuant to this lease,
when the same is due and payable, or if the Lessee shall breach any
other provision of this lease, or if the Lessee becomes insolvent,
or files a wvoluntary, or has filed against him an involuntary,
proceeding in bankruptcy for either discharge of indebtedness or
other protection from creditors or if a receiver is appointed for
thé Lessee’s property or an arrangement is made with or committee
is formed for the Lessee’s creditors, then the Lessor, at its
option, and in addition to and without prejudice to any other
remedies, may take possession of and remove the aircraft, and all
equipment, instruments, accessories, and repairs thereon, which
shall be considered a component part of the aircraft, and in
removing the aircraft, the Lessor may, if permitted by law, use any
of the Lessee’s licenses in respect to the aircraft, and/or the
‘Lessor may terminate this lease. The retaking of such possession;
however, shall not constitute a termination of this lease unless
the Lessor so notifies Lessee in writing. The Lessor, at its
option, may (a) lease the repossessed aircraft, or any part thereof

to .any third party upon such terms and conditions as Lessor may
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determine, or (b) sell the aircraft, or any part thereof, at public
or private sale. The total proceeds, less the Lessor’s expenses
incurred in connection therewith, including attorneys’ fees, of
such sale or sales, shall be applied to the total unpaid rental.
Any deficiency thereafter shall be paid by the Lessor.

| il. Time of essence. Time is of the essence of this lease.

12. No passage of title. This agreement is a lease, and the
Lessee does not acquire hereby any right, title, or amount
whatsoever, legal dr equitable, in the aircraft or to the proceeds
of the sale of the aircraft, except 1its interests as the Lessee
under this leasé.

13. Miscellanecus. (&) The Lessor warrants that, if Lessee
performs its obligations under this lease, the Lessee shall
peaceably and quietly hold, possess and use the aircraft during the
entire lease term, free of any interference or hindrance.

{b) The relationship between the Lessor and Lessee is only
thaf of Lessor and Lessee. The Lessee shall never at any - time
during the term of this lease for any purpose whatsoever be or
become the agent of the Lessor, and the Lessor shall not be
responsible for the acts or omissions of the Lessee or its agents.

(c) The Lessor’s rights and remedies with respect to any of
the terms and conditions of this lease shall be cumulative and not
exclusive, and shall be in addition to all other rights and
remedies availble to Lessor.

(d) The Lessor’s failure to strictly enforce any provisions
of this lease shqll not be construed as a waiver thereof or as
excusing the Lessee from future performance.
| 14. Severability, The invalidity of any portion of this
lease shall not affect the remaining valid portions thereof.

15. Entire agreement. This lease constitutes the entire
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agreement bétween the parties hereto, and any change or
modification to this lease must be in writing and signed by the
parties hereto.

16. Notices. All notices or other documents under this
lease shall be in writing and delivered personally or mailed by
certified mail,. postage prepaid, addressed to the parties at their
last known addresses.

17. Non-waiver. No delay or failure by either party to
exercise any right under this Jlease, and no partial or single
exercise of that right, shall constitute a waiver of that or any
other right. unléss otherwise expressly provided herein.

18. Headings. Headings in this lease are for convenience
only and shall not be used to interpret or construe its provisions.

18. Governing law. This ' lease shall be construed in
accordance with and governed by the laws of the State of Florida.

20. Counterparts. This lease may be executed in two or
more counterparts, each of which shall be deemed an original but
all of which together shall constitute one and the same instrument.

21. Binding effect. The provisions of this lease shall be
_ binding upon and inure to the benefit of both parties and their
respective legal representatives, successors, and assigns.

In witness whereof the Lessee has duly executed this lease

on June 1, 1987, at Miami, Dade County, Florida.

John Boxer, Lessee

Accepted: June 1,1987 : APCO Lessing Corporation

Alan Altman, President

Corporate Seal
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AIRCRAFT CHATTEL MORTGAGE

This mortgage, made this day of ;19 y by

and between whose address is [number,

' street, city, zone, and state], hereinafter called the mortgagor, and

whose address is {number, street, city, zone,

and state], hereinafter called the mortgagee, witnesseth:
That the said mortgager, being justly indebted wunto the
said mortgagee in the sum of dollars($ )s

as evidenced by a promissory note referred to herein, grants,
bargains, sells, and mortgages to the said mortgagee, his heirs,
administrators, successors, and assigns, the fol!owing described
aircraft:
Aircraft make and model: F A A registration number:
Manufacturer’s serial number:
together with all equipment and accessories attached thereto or
used in connection therewitﬁ including the following:
all of which are inclued in the term aircraft as used herein.
The above-described aircraft is hereby mortgaged to the
mortgagee for the purpose of securing in the order named:
First: The payment of all indebtedness evidenced by and
according to the terms of that certain promissory note, hereinbelow
described, and all renewals and extensions thereof:

Note bearing date of »19__ , executed by the mortgagor

and payable to the order of » in the aggregate principal

sum of § with interest thereon at the rate of per cent



223

( %) per annum, from date, payable in installments as follows:

The principal and interest of said note is payable in

instal lment of doliars ($ ) each on the __  day of
each successive month beginning with the ____ day of s 19,
The last payment of dollars ($___ ) is due on the

day of __ , 19

Second: The prompt and faithful discharge and performance of
each agreement of the mortgage herein contained made with or for the
benefit of the mortgagee in connection with the indebtedness to
secure which this instrument is executed, and the repayment of any
sums expended or advanced by the mortgagee for the maintenance or
preservation of the property mortgaged hereby or in enforcing his
rights hereunder.

Said mortgagor hereby declares and hereby warrants to the
said mortgagee that he is the absolue owner of the legal and
beneficial title to the said aircraft ahd in possession thereof, and
that the same is free and clear 'of al! liens, encumbrances, and
adverse claims whatsoever, except as follows: [If no liens other
than this mortgage indecate "none".]

[The following space 1is for . the inclusion of any special
provisions which the parties hereto are desirous of making a part of
this mortgage. ] |

Provided, however, that if the moftgagor, his heirs,
administrators, successors, or assigns shall pay said note and the
interest thereon in accordance with the terms thereof and shall keep
and perform all and singular the terms, covenants, and agreements in
this mortgage, then this mortgage shall be null and void.

Time is of the essence of this mortgage. It is hereby
agreed that if default be made in the payment of any part of the

principal or interest of the promissory note secured hereby at the
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time and in the manner therein specified, or if any breach be made
of any obligation or promise of the mortgagor herein contained or
secured hereby, or if anj or all of the property covered hereby be
hereafter sold, leased, transferred, mortgaged, or otherwise
encumbered without the written consent of the mortgagee first had
and obtained, or in the event of the seizure of the aircraft under
execution or other legal process, or if for any other reason the
mortgagee may deem himself insecure, then the whole principal sum
unpaid upon said promissory note, with the interest accrued thereon,
or advanced under the terms of this mortgage, or secured thereby,
and the interest thereon, shall immediately become due and payable
at the option of the mortgagee. [Any other causes of default should
be listed beiow.]

Upon default, mortgagee may at once proceed to foreclose
this mortgage in any manner pro#ided by law, or he may at his
option, and he is hereby empowered so to do, with or without a
foreclosure action, enter upon the premises where the said aircraft
may be and take possession thereof; and remove and sell and dispose
of the same at public or private sale, and from the proceeds of such
sale retain all costs and charges incurred by him in the taking or
sale of said aircraft, including any reasonabie attorney’s fees
incurred; also all sums due him on said promissory note, under any
. provisions thereof, or advanced under the terms of this mortgage,
and interest thereon, or due or owing to the said mortgagee, under
‘any provisions of this mortgage, or secured hereby, with the

interest thereon, and any surplus of such proceeds remaining shall
be paid to the mortgagor, or whoever may be lawfully entitled to
receive the .same. 1f a deficiency occurs, the mortgagor agrees to
pay such deficiency forthwith.

Said mortgagee or his agent may bid and purchase at any sale



225

made under this mortgage or herein authorized, or at any sale made
upon foreclosure of this mortgage. |
‘In witness whereof, the mortgagor has hereunto set hand

and seal on the day and year first above written.

Name of mortgagor

Signature[s] [in ink]

[1f executed for co-ownership,all must sign}

Title

[1f signed for a corporatiqn,partnership,owner,or agent])

Courtesy of Federal Aviation Agency, Washington 2§5,D.C.

NOTE
This form is only intended to be a suggested form of
chattel mortgage which meets the recording requirements of the
Federal Aviation Act of 1958, as amended, and the regulations
of the administrator issued thereunder. In addition to these
réquirements, the form of chattel mortgage used by the
mortgagee should be drafted in accordance with the pertinent

provisions of the local statutes.?

3Leonard A. Jones, Jones Lesal Forms, 10th ed. (New York:
the Bobbs-Merrill Company,1962), pp.265-267.
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AIRCRAFT LEASE AGREEMENT

between

as Lessor

and

as Lessee

One ATR 72-202 Aircraft
Manufacturer’s Serial Number 477
Registration Mark HS-PGF
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THIS AIRCRAFT LEASE AGREEMENT is made on 29th November, 1996

BETWEEN

(1)

2

, groupement d'interet économique formed under French
law, whose registered office is at 47 rue de Monceau 75008 Paris, France (the
"Lessor"); and

) -, @ company incorporated in Thailand
with its registered office at 140 Sukhumvit Road, Bangkok 10110, Thailand (the
"Lessee"). :

NOW IT IS HEREBY AGREED as follows:

1.1

Section 1

. INTERPRETATION
Interpretation

- In this Agreement:

"Acknowledgement of Assignment of Lease' means the acknowledgement
executed, or as the case may be, to be executed by the Lessee acknowledging the
assignment by the Lessor, to the Security Trustee, of the Lessor's rights, title and
interest in and under, this Agreement and the Assignment of Insurances;

"Acknowledgement of Management Contract" means the acknowledgement
executed, or as the case may be, to be executed by the Lessee, acknowledging and
consenting to the transfer by the Lessor to Avions de Transport Regional, G.LE. of
all the obligations of the Lessor under this Agreement;

“Aircraft" means the Airframe, the Engines and all Parts of the Airframe and the
Engines and, where the context permits, the Manuals and Technical Records;

"Aircraft Acceptance Certificate™ means a certificate in, or substantially in,
the form set out in Schedule 2, executed by or on behalf of the Lessee;

"Airframe" means the aircraft described in Schedule 1 (excluding the Engines or

;:_y ¢ngines from time to time instatled thereon) and the Parts thereof for the time
ing; |

“Airframe Structural Inspection” means the eight year check, 18,000 flight
check and 24,000 flight check structural inspections to be performed on the Aircraft
in accordance with the approved Maintenance Program Document;

"Assignment of Insurances' means the assignment of certain insurances with
respect to the Aircraft granted or to be granted by the Lessee (o the Lessor and all
notices and acknowledgements given or to be given in relation thereto;

"Assignment of Warranties" means the assignment agreement to be entered
into between (1) the Lessor and (2) the Lessee whereby the Lessor will assign to
the Lessee certain Manufacturer warranties in relation to the Aircraft and all notices
and acknowledgements given or to be given in relation thereto;
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" Assumed’ Value" means with respect to the Delivery Date and each calendar
year thereafter, the amount set forth opposite such year in column 2 of Schedule 6;

"Aviation Authority" means each person who shall from time to time be vested
with the control and supervision of, or have jurisdiction over, the registration,
airworthiness or operation of civil aircraft or other matters relating to civil aviation
in the State of Registration; .

"Business Day" means a day, other than a Saturday or a Sunday, on which
banks and foreign exchange markets are open in London, Bangkok, New York
City and Paris for the transaction of business of the nature required by this
Agreement or in any other financial centre to which payment is made under this

Agreement;

"Cycle' means a completed take-off and landing sequence (including touch-and-
go landings);

"Delivery" means, in relation to the Aircraft, delivery thereof to the Lessee |
hereunder as evidenced by the Lessee’s signature of the Aircraft Acceptance
Certificate; ‘

"Delivery Date' means the date on which Delivery is effected;

"De-registration Power of Attorney" means an irrevocable power of attorney
issued by the Lessce, appointing the Lessor as its attorney, to act on behalf of the
Lessee in all matters related to the de-registration and export of the Aircraft from the
State of Registration upon the occurence of an Event of Default entitling the Lessor
to repossess the Aircraft, in a form acceptable to the Lessor;

"Dollars","USD" and the sign "'$'* means the lawful currency for the time being
of the United States of America;

""Engine" means ecither of the engines installed on the Airframe at Delivery and any
other engine from time to time, subsequently installed on or appropriated to the
Airframe together with, in either case, the Parts of such engine for the time being,
in either case, for so long as such engine remains the property of the Lessor
pursuant to this Agreement;

"Event of Default' means any of the events described in Clause 22;

“Flight Hour' means, with respect to the Aircraft, each hour or part thereof
clapsed from take-off to touch-down during a flight; '

"Indemnitee" meang- the Lessor, the Security Trustee, each Lender and their
members, officers, directors, agents and employees;

"Insurance Proceeds" means any and all amounts payable in consequence of a
claim under any of the Insurances;

"Insurances" means any and all contracts or policies of insurance required to be
effected and maintained under this Agreement;

""Lease Documents" means this Agreement, the Pledge , the Aircraft Acceptance
Certificate, the Assignment of Insurances, the Acknowledgement of Assignment of
Lease, the Acknowiedgement of Management Contract, the De-registration Power
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. of Attorney and any other instrument to which the Lessee is a party and which is

delivered to the Lessor or to the Manufacturer in connection with the foregoing
transaction contemplated thereby; ‘

“Lease Payment™ means with respect to each applicable Lease Payment Date the
amount of rent as set forth in Clause 3.1 (as recalculated in accordance with the
provisions of Clause 3.3);

"Lease Payment Date" means, subject to Clause 27.2, the Delivery Date and
cach date occurring at successive monthly intervals thereafter up to and including
the date which is one month prior to the Expiry Date or if earlier the last day of the
the Lease Term; -

"Lease Payment Period" means each period of six months commencing on
(and including) the Delivery Date and ending six months thereafter and each
subsequent perios of six months;

"Lease Term" means the period commencing on the Delivery Date and ending
either (i) on the eightyforth (84th) monthly anniversary thereof or (ii} such other
date on which the leasing of the Aircraft hereunder terminates in accordance with
the provisions hereof;

"Lender" bears the meaning afforded to such term in the Loan Agreement;

"Lessor's Liens" with respect to the Aircraft, the Airframe, any Engine or any
Part or title to any thereof or any interest therein, any Lien or disposition of title
arising as a result of (a) any claim (including, without limitation, in respect of taxes)
against the Lessor (except if the Lessor was entitled to be indemnified by the Lessee
pursuant to the Lease Documents in respect of such claim and has not been so
indemnified), or (b} any act or omission of the Lessor other than in either case any
Lien permitted by any of the Lease Documents or arising out of the operation by the
Lessee of the Aircraft or any Part;

"LIBOR" means in relation to any amount in Dollars and for any period, the

-~ offered rate (if any) for Dollar deposits for such amount and for such period which

is:

(i) the rate which appears on page 3750 of the Telerate screen (or
' such other pages which may replace such page after the date
hereof from time to time on the Telerate screen) at or about 11
a.m. London time on the second Banking Day before the first
day of such period (ithe "Quotation Date"); or

(ii) if the relevant page is not displayed on the Telerate screen or
the Telerate Screen is not operating at the relevant time or if
no such offered rate appears on the Telerate screen that rate,
for such amount and for such period, appearing on the
“ISDA" page on the Reuters screen (or such other page which

. may after the date hereof replace such page from time to time
on the Reuters screen) at or about 11 a.m. London time on .
the Quotation Date; or

(ti) if the relevant page is not displayed on the Reuters screen or-
the Reuters screen is not operating at the relevant time or if no
such offered rate appears on the Reuters screen, the arithmetic
mean (rounded to the nearest four decimal places) determined




. interest howsoever created or arising;

234

by the Lessor to be that of the rates at which deposits in
Dollars and in amount comparable with the amount in relation
to which LIBOR is to be determined and for a period equal to
the relevant period were being offered by first class banks to
the Security Trustee in the London Interbank Market at or
about 11 a.m. London time on the Quotation'Date;

“Lien" means any lien, mortgage, charge, deed of trust, encumbrance, pledge,
hypothecation, attachment, licence, assignment by way of security or security

“Loan Agreement' means a loan agreement made, or as the case may be, to be
made, between the Lessor as borrower, the Security Trustee as agent and the banks
and financial institutions referred to therein as lenders, pursuant to which the
lenders have agreed, or will agree, to advance funds to the Lessor to enable it to
purchase the Aircraft;

“Loss Settlement Value’” means at any given time one hundred and thirteen per
cent (113 %) of the Assumed Value or such other amount as Lessor may from time

to time specify;

“"Maintenance - Reserve Account'” means the non interest bearing account

" number 00 1799 34515 in the name of the Lessor, held at Banque Indosuez, 47 rue

de Monceau, 75008 Paris, France or such other account as the Lessor may from
time to time designate;.

"Manuals and Technical Records" means all such records, logs, manuals,
technical data and other materials and documents relating to the Aircraft or any part
thereof, as specified in the Manufacturer Agreement;

"Manufacturer" means Aero International (Regional) SAS of 1 Allée Pierre
Nadot, 31712 Blagnac Cedex, FRANCE acting on behalf of Avions de Transport
Régional G.LE. or where the context permits, the manufacturer of the Engines, the

- Propellers or any Parts, as the case may be;

- “Manufacturer Agreement” means the manufacturer agreement of even date

herewith between the Manufacturer and the Lessee;

""Part” means, in relation to the Aircraft, the Airframe or an Engine, any propeller,
appliance, accessory, instrument, navigational appurtenance, furnishing, module,
component, part or other equipment (other than complete Engines or engines)
installed on the Aircraft, the Airframe or such Engine at Delivery or any other such
item brought on board, installed on or appropriated to the Aircraft, the Airframe or
such Engine in either case, for so long as such item remains the property of the
Lessor pursuant to this Agreement; ‘ .

"Permitted Lien" means

(a) - any Lien in respect of taxes which are either not yet assessed
or, if assessed, are not yet due and payable or, if due and
payable, which the Lessee is disputing or contesting in good
faith by appropriate action or proceedings (and for the
payment of which adequate reserves or an adequate bond .
shall have beenprovided by the Lessee in accordance with
generally accepted accounting principles);



e g s

235

(b) any Lien of an airport hangarkeeper, mechanic, material man,
carrier, employee or other similar lien arising in the ordinary
- course of business by statute or by operation of law, in
respect of obligations which are not overdue having regard to
any customary grace period which may from time to time be
granted to the Lessee or, if due and payable, which _thc
Lessee is disputing or contesting in good faith by appropnate
action or proceedings (and for the payment of which adequate
reserves or an adequate bond shall have been provided by the
Lessee in accordance with generally accepted accounting
principles); :

(c) any Lien for fees or charges of any airport or air navigation
authority the payment of which is not overdue having regard
to any customary grace period which may from time to time
be granted to the Lessee or, if due and payable, which _thc
Lessee is disputing or contesting in good faith by appropriate
action or proceedings (and for the payment of which adequate
reserves or an adequate bond shall have been provided by the
Lessee in accordance with generally accepted accounting

principles); and
{d) any Lessor's Lien;
(¢) any Lien created by any of the Lease Documents;

provided that, in the case of (a), (b) and (c) above, the continued existence of
such Lien, does not, in the reasonable opinion of the Lessor, involve any likelihood
of the sale, forfeiture or loss of the Aircraft or any Engine or any interest therein;

"Pledge" means the pledge over the Aircraft executed, or as the case may be, to be
executed by the Lessor in favour of the Security Trustee as security for the
obligations of the Lessor under the Loan Agreement;

"Potential Event of Default" means any event or circumstances which with the
passage of time or giving of notice would constitute an Event of Defauit;

""Purchase Option" means the option granted by the Lessor to the Lessee to
purchase the Aircraft on a Purchase Option Date in accordance with the provisions
of Section 9 hereof;

""Purchase Option Date' means the last day of the 84th month after the Delivery °
Date; ' ‘

"Purchase Option Price” means ten million four hundred thousand Dollars
(USD 10,400,000 );

"Removed Engine" means any Engine which is or becomes phyéically separated
from the Airframe; '

"Requisition Proceeds' means any and all aniounts (other than Insurance
Proceeds) payable in consequence of a requisitioning for title or hire or use not
amounting to a Total Loss;

"Return Conditions" meuns the conditions to be met by the Lessee in the event
of redelivery of the Aircraft, as specified in Schedule 3 hereto;
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"Security Deposit"” means a deposit in the sum of three hundred and -ﬁfty
thousand {)olla:g (USD 350,000) to ge paid by the Lessee to the Lessor by Delivery
Date as security for the Lessee's performance of its obligations under this
Agreement (A partial sum of one hundred thousand Dollars (USD 150,000) has
already been paid by the Lessee to the Manufacturer on behalf of the Lessor in
accordance with the instructions of the Lessor);

"Seéurity Trustee™ means Banque Indosuez of 47 rue Moaceau, 75008 Paris,
France, as agent and trustee for and on behalf itself and the Lenders or any
successor therefor appointed pursuant to the Loan Agreement;

| "'State of Registration' means the Kingdom of Thailand ;

"Total Loss' means in relation to the Aircraft, the Airframe or any Engine: .

(a) its actual, constructive, compromised, arranged or agreed
total loss; or

) its destruction, darhage beyond repair or being rendered
permanently unfit for normal use; or

(©) "its requisition for title, confiscation, or any compulsory

acquisition whatsoever; or .

(d) any requisition for use, forfeiture or seizure by any
governmental or purported governmental authority for a
period exceeding 90 days or extending beyond the last day of
the Lease Term; or

(e its hijacking, theft or disappearance, resulting in loss of

possession by the Lessee for a period exceeding 60 days or
extending beyond the end of the Lease Term;

“Total Loss" in respect of an Engine shall be construed with the foregoing
definition (with such changes as the context may require); ‘

"Total Loss Date' means:

(a) in the case of an actual total loss or destruction, damage
beyond repair, or being rendered permanently unfit, the date
on which such loss, destruction, damage or rendition occurs
{or, if the date of loss or destruction is not known, the date
on which the Aircraft, the Airframe or the Engine was last
heard of); or

(b) in the case of a constructive, compromised, arranged or
agreed total loss, the date on which such loss is agreed or
compromised by the insurers; or

(c) in the case of requisition for title, confiscation, forfeiture,
compulsory acquisition or seizure, the date on which the
same takes effect; or

(d) in the case of requisition for use by any governmental
: authority or purported governmental authority, the earliest of
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the date being 90 days after the requisition commcnced the
final day of the Lease Term and the date on which the
insurers make payment on the basis of a total loss; or

in the case of hijacking, theft or disappearance, the earliest of
the date being 60 days after the date on which the Lessee lost
possession of the Aircraft or the Airframe, the final day of the
Lease Term and the date on which the insurers make payment’
on the basis of a total loss;

and in any other case, the carlier of the final day of the Lease Term and the date on
which the insurers make payment on the basis of a total loss; and

"Total Loss Proceeds" means the proceeds of any insurance, or any
compensation or similar payment, arising in respect of a Total Loss.

(2)

®

(©)

@

()

_Save as otherwise expressly indicated to the contrary, any reference to:

any "Clause", "sub-clause", "Section" or ""Schedule" -
shall be construed as a reference to a Clause, sub-clause,
Section or Schedule of, or to, this Agreement;

this Agreement or any other agreement or document shall be
construed as a reference to this Agreement or such other
agreement or document as modified, amended, novated,
varied or supplemented from time to time;

"law" includes any law, order, statute, statutory instrument,
regulation, decree, directive or instrument of equivalent
effect;

"person'' means any state, division of a state, government
agency, individual and body corporate and any association of
any one or more of the foregoing (whether or not having legal
personality); and

""tax" shall be construed as including any present or future
tax, levy, impost, duty, fees, assessments or other charge of
whatever nature and however arising (including, without
limitation, any penalty or interest payable in connection with
any failure to pay or any delay in paying any of the same).

Clause and Section headings are for case of reference only.
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Section 2
LEASE

Lease

~ The Lessor shall lease and the Lessee shall take on lease the Aircraft for the Lease

Term upon and subject to the conditions of this Agreement.

Lease Payment

The Lessee shall during the Lease Term pay to the Lessor, on each Lease Payment
Date, the Lease Payment in advance for the lease of the Aircraft as follows:

USD 147,500

' The Lease Payments have been calculated on the basis of the following

assumptions:

@ . Delivery of the Aircraft occuring on or prior to 30 November,
' 1996; and

G) six-month USD LIBOR equal to six per cent. (6%).

In the event that upon the Delivery Date, any of the assumptions made in respect of
the Aircraft proves to be incorrect, the Lessee and the Lessor hereby agree that the
Lessor shall have the right to recalculate the Lease Payments on the Delivery Date
(in accordance with the provisions of Schedule 7) to take account of the actual date
upon which delivery takes place.

In addition, the Lessor and the Lessee agree that prior to the commencement of each
Lease Payment Period, the Lessor shall recalculate the Lease Payment applicable to
such Lease Payment Period to take account of the actual six-month LIBOR rate
prevailing two (2) Business Days prior to each Lease Payment Period in accordance
with the provisions of Schedule 8. The Lessor shall notify the Lessee, in writing,
one Business Day prior to the Lease Payment Period of the relevant Lease Payment
due in respect of such Lease Payment Dates. Such notification shall, in the absence
of manifest error, be conclusive and binding on the Lessee.

The Lessee's obligation to make the Lease Payments and make other payments in
accordance with this Agreement shall be absolute and unconditional (except as
otherwise expressly provided herein) irrespective of any contingency whatsoever

“including but not limited to (i) any right of set-off, counterclaim, recoupment,

defence or other right unless and to the extent that the law requires such right to be
exercised, (ii) any unavailability of the Aircraft for any reason, (including, but not
limited to, a requisition thereof not constituting a Total Loss) or any prohibition or
interruption of or other restriction against the Lessee's use, operation or possession
of the Aircraft, any interference with such use, operation or possession or any lack
or invalidity of title or any other defect in the title, airworthiness, merchantability,
fitness for any purpose, condition, design or operation of any kind or nature of the
Aircraft, or the ineligibility of the Aircraft for any particular use of trade, or for
registration or documentation under the laws of any relevant jurisdiction, or (subject
to the provisions of Clause 15 to 17) the Total Loss of, or any damage (not
constituting a Total Loss) to, the Aircraft, (jii) any insolvency, bankruptcy,
reorganisation, arrangement, readjustment of debt, dissolution, liquidation or
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similar proceedings by or against the Lessor or the Lessee, (iv) any invalidity or
unenforceability or lack of due authorisation of, or other defect in, this Agreement
or any bf the Lease Documents, (v) any failure or delay on the part of any party
hereto duly to perform or comply with its obligations under this Agreement and (vi)
any other cause which (but for this provision) would or might have the effect of
terminating, discharging or in any way affecting any obligation of the Lessee
hereunder.

Subject to any applicable grace period expressly provided for in this Agreement,
time is of the essence with regard to each payment due from the Lessee under this
Clause and the other provisions of this Agreement.

All amounts of Lease Payment stated herein are exclusive of all taxes levied in
Thailand (including but not limited to value added tax), other than taxes payable by
the Lessor in the ordinary course of its business.

Conditions Precedent
The Lessor's obligations hereunder shall be subject to and conditional upon each of

the conditions precedent set out in Schedule 4 having been met (or waived) to the
Lessor's satisfaction on or prior to the Delivery Date.

If for any reason the conditions precedent are not duly met pursuant to Clause 4.1,
unless waived by the Lessor, within one month from the date hereof the Lessor
shall have no further obligation hereunder and the Lessee shall on demand by the
Lessor compensate the Lessor for all reasonable costs incurred in the preparation of
the Lease Documents.

Security Deposit

The Lessee shall provide the Lessor with the Security Deposit no later than the
Delivery Date. The Security Deposit shall be paid to the account notified in writing
by the Lessor to the Lessee. The Security Deposit shall be retained by the Lessor as
security for the due, timely and faithful performance by the Lessee of its obligations
hereunder. Any interest arising in respect of the Security Deposit shall be for the
account of the Lessor.

If, during the Lease Term, the Lessee fails to comply with any of its obligations
under or pursuant to this Agreement or is otherwise in default hereunder, the Lessor
may use, apply or retain ali or any portion of the Security Deposit, in or towards
satisfaction of any sums due to the Lessor by the Lessee or to compensate or
otherwise reimburse the Lessor for any sums which it may in its discretion advance
or expend as a result of any such failure or default by the Lessee. If the Lessor so
uses, applies or retains all or any portion of the Security Deposit such use,
application or retention shall not be deemed a cure or waiver of any such failure or
default, unless such application or retention has discharged in full the relevant sums
then due and owing to the Lessor by the Lessee and the Lessee shall, voluntarily or
promptly upon written demand therefore, provide to the Lessor additional security
in an amount sufficient to restore the Security Deposit to its original amount,

The principle amount of the Security Deposit, shall either (i) be returned to the
Lessee following the return of the Aircraft to the Lessor upon expiration of the
Lease Term provided that the Lessee has complied with all the terms and conditions
of this Agreement in all respects and that no Event of Default has occurred and is
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continuing; or (if) upon exercise by the Lessee of the Purchase Option, be applied
by the Lessor towards partial satisfaction of the Lessee's obligation to pay the
Purchase Option Price. -

Delivery

The Lessee shall take delivery of the Aircraft from the Lessor forthwith upon
delivery of the same by the Manufacturer to the Lessor at the Manufacturer's facility
in Toulouse, France, (or at such other Jocation as may be agreed by the parties) in
accordance with the provisions of Schedule 5 and the Lessee shall thereupon
-execute and deliver to the Lessor the Aircraft Acceptance Certificate, in the form of
Schedule 2 hereto.

Delivery of the signed Aircraft Acceptance Certificate to the Lessor shall constitute
conclusive evidence for all purposes of this Agreement that the Aircraft is
satisfactory and in accordance with the requirements of this Agreement; provided,
however, that notwithstanding acceptance of the Aircraft by the Lessee, the Aircraft
shall not be released to the Lessee until such time as the Lessor shall have received
evidence satisfactory to it, acting reasonably, that the conditions precedent as set out
in Clause 4 hereof have been satisfied.

In the event that the Lessee shall fail for any reason duly to accept delivery of the
Aircraft when presented in accordance with this Agreement then the Lessor shall be
entitled at any time thereafter whilst the Lessee remains in default hereunder to
terminate this Agreement by reason of the Lessee’s default.

In the event that prior to delivery the Aircraft is lost, destroyed or damaged beyond
repair and consequently cannot be delivered as determined in this Clause 6, this
Agreement shall be terminated as to such Aircraft. Any termination under this
Clause shall discharge the parties of all obligations and liabilities with respect to
such Aircraft, services, data or other items applicable thereto and to be furnished
hereunder.

Responsibility for Aircraft

* The Lessee acknowledges that the Lessee alone has selected the Aircraft for leasing

by the Lessor to the Lessee and that it has not entered into this Agreement in
reliance on any representation, warranty, condition, agreement, covenant or other
matter given or made by or on behalf of the Lessor in regard to the Aircraft or any
Part including as to the absence of latent, inherent or other defects.

The Lessor shall have no obligation hereunder to ensure or to take any steps to
ensure that at any time the Aircraft, the Airframe, any Engine or any Part is of any
particular type, design, manufacture, performance, construction or description,
airworthy, in any particular condition, order, state of repair, fit for any particular
use or purpose, free from Liens (other than Lessor's Liens) or otherwise and, if
and so far as any representation, warranty, condition, agreement, covenant or other
matter as to any such thing is implied herein (by law or otherwise), the Lessee
waives all rights arising therefrom or from any breach thereof to the extent

permissible by applicable law.

The delivery of the Aircraft Acceptancc Certificate by the Lessee to the Lessor shall

* be irrevocable acceptance by the Lessee that the Aircraft was on the Delivery Date

airworthy and in the condition calied for by this Agreement. As at and from the
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Delivery Date, to the extent permitted by applicable law, the Aircraft, Engines and
Parts shall be in every respect at the sole risk of the Lessee.

Notwithstanding this Clause 7, the parties hereto agree that nothing in this
Agreement shall diminish or affect in any way the rights of.the Lessee to benefit
from the manufacturer’s warranties pursuant to the Assignment of Warranties.
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Section 3
AIRCRAFT
The Lessee's Rights

Subject as hereinafter provided, the Aircraft shall during the Lease Term be in the
full possession, at the absolute disposal and under the complete control of the
Lessee and, so long as no Event of Default has occurred and is continuing or the
Lessor has not exercised any of its rights under Clause 23, neither the Lessor nor
any person claiming through or under the Lessor shall interfere with the quiet
possession or use by the Lessee of the Aircraft,

The Lessor hereby undertakes and agrees with the Lessee. that it shall not create or
permit to exist any Lessor's Lien on or with respect to the Aircraft, title thereto or
any interest therein which would be likely to interfere with the Lessee's right to
quiet possession of the Aircraft.

The Lessor undertakes that pridr to any interference being caused thereby to the
Lessee's right to quiet possession of the Aircraft, the Lessor will, at its own
expense, take such actions as may be necessary to discharge any Lessor's Lien.

Operation and Use
The Lessee shall, at its own cost and expense, during the Lease Term:

) comply, or procure compliance, with all applicable service,
inspection, maintenance, modification, repair, storage and
overhaul regulations, directives and instructions of the
Aviation Authonity;

(i) comply, or procure compliance, with all applicable mandatory
service, inspection, maintenance, modification, repair and
overhaul manuals, instructions, and mandatory bulletins
published by the Manufacturer or any manufacturer of the
Engines; equipment, accessories or Parts installed on the
Aircraft;

(iii) keep the Aircraft equipped with the Engines, accessories,
Parts and components instaled at the Delivery Date or with
substitutes or replacements made in accordance with this
Agreement,

(iv) keep the Aircraft in good repair and operating condition with
all of the Aircraft equipment, components and systems
functioning in accordance with their intended use;

(v) keep the Aircraft in a condition which will comply with a
valid certificate of airworthiness issued by the Aviation
Authority and capable of being operated pursuant to the then
applicable Aviation Authority standards and rules for
commercial passenger and cargo revenue service;

(vi) maintain in its possession and control but as the sole property
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of the Lessor all Manuals and Technical Records as are
required by applicable law, the Aviation Authority or by
applicable guarantees or warranties of any manufacturer or
supplier of the Aircraft or any Part or by any applicable
requirements of any insurer to be kept or maintained with
regard to the Aircraft or any Part;

fully update and revise, or cause to be fully updated and
revised, all Manuals and Technical Records in accordance
with the applicable Aviation Authority standards and standard

industry practice; ' .

make such alterations and modifications in and additions to
the Aircraft as may from time to time be required by
applicable law or instructed by the Aviation Authority or by
any manufacturer or supplier of the Aircraft or any part
thereof; and :

ensure that afl inspections, services, repairs, overhauls, tests
and modifications to be made or carried -out on or to the
Aircraft are made or carried out by persons qualified to do so
and are made or carried out in accordance with the standards
prescribed by applicable law or mandatory requirements or
recommended practices of the manufacturers and suppliers.

The Lessee shali not without the prior written consent of the Lessor:

(i)

(ii)

(i)

(iv)

49

operate the Aircraft or permit it or any Engine or Part to be

operated for any purpose for which it is not designed or
reasonably suited, or for any purpose other than the

commercial transport of passengers and cargo;

operate the Aircraft or permit it to be operated outside the
areas permitted by the Insurances or in any manner which is
contrary to any applicable law or to the requirements of the

‘Insurances or at any time when any of the Insurances are not

in-force;

otherwise than as it is by this Agreement obliged or expressly
permitted to do so, make any alteration in or modification or
addition to the Aircraft or any Engine, remove any Engine or .
Part therefrom or install any Part on or attach any Part or
other thing not being part of the Aircraft;

sell or otherwise transfer or create or suffer to exist any Lien
(other than Permitted Liens) on the Aircraft or any Engine or
Part or the whole or any part of its right, title and interest in
and to the Insurances or earnings of the Aircraft or the
Manufacturer's warranties relating to the Aircraft;

pledge the credit of the Lessor for any maintenance, service,
repairs, overhaul of, or modifications to, or alterations or
additions to, the Aircraft, any Engine or Part or otherwise,

Sub-Leasing of the Aircraft, Removal of Engines and Parts
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The Lessee may lease, hire or otherwise part with possession of the Aircraft, any
Engine or any Part, or remove from the Aircraft any Engine or Part leased to the
Lessee hereunder only in accordance with the express terms of this Agreement.

During the Lease Term the Lessee shall not, without the prior written consent of the
Lessor, undertake any form of lease, hire or charter which results in the parting
with possession or operational control of the Aircraft or otherwise part with
possession or operational control of the Aircraft.

The Lessee may during the Lease Term part with the possession of the Aircraft or-
any Engine or Part, or remove from the Aircraft any Engine or Part leased to it
hereunder, for the purpose of placing the same in the possession of some proper
person for normal overhauls, repairs or maintenance as contemplated by this
Agreement upon terms conferring no rights against the Lessor.

If any Part of whatsoever nature installed on or comprised in the Aircraft at the
Delivery Date therefor, or any replacement therefor, shall become time expired
(other than in circumstances where normal practice and the manufacturer's
recommendations permit continued use following proper maintenance), lost,
damaged beyond repair or permanently rendered unfit for use, the Lessee shall at its
own cost and expense promptly procure the replacement of the same with an item of
the same make and model or an improved or advanced version thereof designed for
the Aircraft, which has at least the same configuration, cost and condition as the
configuration, cost and condition of the Part replaced, and the installation of which
will not diminish the value or airworthiness of the Aircraft.

" Any Part at any time removed from the Aircraft shall remain the property of the
‘Lessor until such time as a replacement shall have been made in accordance with

~ this Agreement and until title thereto shall have passed in accordance with applicable

law to the Lessor or until the replacement is itseif replaced by a replacement which
thereupon becomes the property of the Lessor whereupon in either case the
removed Part shall cease to constitute a Part for purposes of this Agreement.

The Lessee shali at its own cost and expense ensure that any Part which is not
installed on the Airframe will be properly stored in accordance with industry
practice free from Liens (other than Permitted Liens) and properly insured.

Save where previously agreed in writing by the Lessor, such consent not to be
unreasonably withheld, the Lessee will not permit any Part to become subject to
pooling or interchange agreements, or allow the Aircraft or any Engine or Part to go
out of its possession pursuant to any such arrangement, ‘ -

The Lessee shall have the right of pooling any Part arhong the Lessee’s ATR 72
fleet. Subject to clause 10.5, the Lessee shall at the request of the Lessor provide
assurances to the Lessor that the title of any Part remains vested in the Lessor

provided that the original Engines and propeliers of the Aircraft shall be installed at
redelivery and/or if an Event of Default has occurred and is continuing.

Engines

The Lessee shall not at any time during the Lease Term remove an Engine from the
Airframe or install any engine other than an Engine on the Airframe except:

- (i) for purposes of maintenance or repairs to an Engine permitted
by this Agreemient; or
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(i) as expressly permitted by this Clause 11,

If an Engine is at any time removed from the Airframe for purposes of maintenance

or repairs, the Lessee shall complete the same or procure that the same are

completed, and that the Removed Engine is reinstalled on the Airframe, as soon as.
practicable after removal. |

 Save a5 expressly permitted in writing by the Lessor or pursuant to Clause 11.7,

the Lessee shall not at any time during the Lease Term install a Removed Engine on
an airframe other than the Airframe or any other suitable aircraft of the ATR 72 fleet
leased from the Lessor and Acero Intemational Renting, Ltd and provided that title to
any such Removed Engine shall at all times remain vested in the Lessor. If an
Event of Default shall occur and is continuing the original Engines shall be installed
on the Aircraft at redelivery.

Subject to Clause 11.6 (ii) or as otherwise agreed pursuant to Clause 11.7, if an
Engine is at any time removed from the Airframe for any reason whatsoever, title to
the Removed Engine shall remain vested in the Lessor at all times and the Lessee
shall not take any steps which might jeopardise the Lessor's rights in the Removed
Engine or might lead any third party to believe that the Removed Engine is the
property of any person other than the Lessor, '

If an Engine shall become unserviceable at any time or if scheduled maintenance
works are required to be performed on such Engine, the Lessee shall be entitled, at
its own cost and expense, to remove such Engine from the Airframe and to install
an engine owned or operated by the Lessee provided that as soon as practicable
after installation of the same on the Airframe (and in any event no later than 90 days
thereafter) the Lessee shall remove the installed engine and reinstall the Removed
Engine.

The Lessee shali be entitled at its own cost and expense, so long as no Event of -
Default shall have occurred and be continuing, to remove an Engine from the
Airframe and to instali on the Airframe an engine; Provided Always that:

)] _ such engine is owned by the Lessee or separately leased to
‘ the Lessee; :
(i) the Removed Engine is, during the period of substitution,

either being safely housed and sheltered or repaired or
maintained in accordance with this Agreement;

(111) on or before expiration or termination of the Lease Term,
such engine is removed from the Airframe and the Removed
Engine is re-installed on the Airframe;

(iv) the Lessee maintains separate insurance cover in accordance
with Clause 16 in respect of the Removed Engine at all times
while it is removed from the Airframe.

The Lessee will not without the prior written consent of the Lessor (which consent

shall be in the Lessor's absolute discretion and on such terms as the Lessor

considers appropriate), enter into any agreement or arrangement whereby any

person other than the Lessee may acquire, or be entitled to acquire, possession of.
an Engine other than as permitted by this Agreement.
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Registration and Certification

On or before the Delivery Date, the Aircraft shall be registered in the State of
Registration in the name of the Lessor as owner and the Lessee as operator and the
Lessec shall, thereafter, at its own cost and expense, ensure that such registration is

‘maintained throughout the Lease Term.

The Lessor shall, at the Lessee's expense, ensure that there shall be a certificate of
airworthiness in respect of the Aircraft issued by the Aviation Authority and in
existence at all times issued during the Lease Term.

- The Lessee will not do or omit to do or permit to be done or omitted anything if to

do or to omit to do that thing (i) would constitute a breach of any such certificate as
is mentioned in Clause 12.2 or (ii) would or might cause any such certificate to
cease to be in force or to be revoked, withdrawn, suspended or adversely amended.

The Lessee will not knowingly do or suffer or permit to be done anything which

. could adversely affect the registration of the Aircraft with the Aviation Authority. .

The Lessee shall not do or permit to be done anything which might jeopardise the
rights of the Lessor as owner of the Aircraft, and shall from time to time take all
actions necessary to prevent the rights of the Lessor as owner of the Aircraft, from
being jeopardised, and shall not do or permit to be done anything which, or omit to
do anything the omission of which, would or wouid be likely to prejudice any right
which the Lessor may have against the Manufacturer or any supplier or
manufacturer of the Aircraft or any part thereof.

The Lessee shall, at its own cost and expense, do or cause to be done all acts which
the Lessor may reasonably require after consultation with the Lessee, pursuant to
the terms of any agreement, treaty, convention or pact or by any practice, custom or
understanding involving any state in which the Lessee may operate as may be
necessary to perfect and preserve the rights and interests of the Lessor in respect of
the Aircraft and this Agreement within the jurisdiction of any such state.

Information and Inspection

The Lessee will, at its own cost and expense, promptly furnish to the Lessor all
such information as the Lessor may from time to time reasonably request regarding
the Aircraft, the Lessee or its affairs in so far as such information is relevant to the
transaction evidenced by the Lease Documents.

The Lessee shall keep complete and current records relating to the operation,
service, inspection, maintenance, modification, repair, storage and overhaul of the
Aircraft or any part thereof in such manner as the Aviation Authority may from time
1o time require and comply with the recommendations of the Manufacturer and Pratt
and Whitney Canada. The Lessor and Lessee agree that such records shall be
deemed part of the Manuals and Technical Records, which shall be the property of
the Lessor throughout the Lease Term.

The Lessee will forthwith notify the Lessor of any loss, theft, damage or
destruction to the Aircraft or any Part if the potential cost of repairs or replacement
may exceed the deductible under the Hull Ali-Risks insurance then in effect or its

‘equivalent.

The Lessee will forthwith notify the Lessor if it becomes aware of the occurrence of _
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an Event of Default or of any other event or circumstance of which the Lessce
becomes aware which may materially and adversely affect its ability to perform its
obligations under the Lease Documents and shall provide the Lessor with full
details of any steps which the Lessee is taking, or proposes to take, in order to
remedy or mitigate the effect of the Event of Default or such other event or

circumstance,

Subject to 13.6, the Lessor and any person designated by the Lessor, at the
Lessor's expense, may at any time visit, inspect and survey the Aircraft, any
Engine or any Part and for such purpose may, subject to any applicable Aviation
Authority regulation, travel on the flight deck as an observer.

The Lessee will pay to the Lessor on demand all reasonable out-of-pocket expenses
incurred by the Lessor in connection with any such visit, inspection or survey if
such visit, inspection and survey reveals that the Aircraft is not substantially in the
condition required by this Agreement.

The Lessor:

(i) will have no duty or liability to make any-such visit. inspection or survey;

(ii) save as a result of gross negligence, shall bear no liability ansmg from the
making of such visit, inspection or survey; and

(iii) so long as no Event of Default has occurred and is continuing, not
exercise such right other than on reasonable notice and so as not to
disrupt unreasonably the commercial operations of the Lessee.
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Section 4
MAINTENANCE RESERVES
Maintenance Reserves

The Lessee shall pay to the Lessor maintenance reserves (“Maintenance
Reserves”) during the Lease Term as hereinafter described. The Maintenance
Reserves shall be payable by the Lessee on the tenth (10th) day of each calendar
month, in respect of the utilisation of the Aircraft in the preceding calendar month or
part thereof. The Maintenance Reserves shall be paid by the Lessee to the
Maintenance Reserves Account, or to such other account as may be notified by the
Lessor to the Lessee in writing, and shall remain under the discretion and control
of the Lessor, in compliance with the provision of this Clause 14.

The Maintenance Reserves shall be paid on the basis of the following scale, which
shall be subject to annual escalation, the first such escalation to be applied as of
January, 1997 to the rate below, guoted in January 1996 terms. Such escalation
shall be directly related to the indexes in Labor and Material published by U.S.
Bureau of Labor Statistics. - '

Maintenance Task USD per
> Flight Hour
Engine Overhaul/HSI/Repair - 63.00
(per Engine)
Engine LCF - 6.00
(per Engine) : ‘
Propeller - Major Refurbishment ; 3.50
{per Propeller)
Airframe Structural Inspection - 21.00
(excludes “C” Checks) '
Landing Gear (nose gear) 5.00
Landing Gear (right main gear) | 5.00
Landing Gear (left main gear) 5.00
TOTAL | | 181.00

The above Engine Overhaul/HSI/Repair rate for each Engine shall have a maximum
payable cap of three hundred thousand Dollars (USD 300,000) after each
Overhaul/HSU/Repair which shail be subject to annual escalation similar to that applied
to the Maintenance Reserves.

The above rates are calculated on the assumption of a ratio of Flight Hours to Cycles of
one to one (1:1). If the Flight Hour to Cycle ratio is other than one to one (1:1), the
Maintenance Reserves shall be periodicaily adjusted in order to reflect the actual Flight
Hour to Cycle ratio, '

For the purpose of calculating the Maintenance Reserves accrued during each calendar
month, the Lessee shall provide to the Lessor, by the fifth (5th) day of cach calendar
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month for the duration of the Lease Term, written notification of the totgl number of
Flight Hours and Cycles completed by the Aircraft during the preceding calendar

month.

Save as provided in Clause 14.6, the Lessee acknowledges and agrees that it shall have
no entitlement to the return of the Maintenance Reserves nor any portion thereof (i)
upon the expiration of the Lease Term or (i) upon earlier termination of the Lease as a
result of an Event of Default or otherwise. In such events, the Maintenance Reserves
paid by the Lessee to the Lessor shall become the unencumbered property of the

Lessor.

The amount of Maintenance Reserves received by the Lessor in respect of each
maintenance task specified in Clause 14.2 shall be used to reimburse the Lessee for the
actual costs incurred by the Lessee in performing and completing such task.
Reimbursement shall be made by the Lessor upon receipt of relevant invoices, proof of
payment and verification that the applicable maintenance task has been performed and
completed in accordance with the maintenance programme approved by the Aviation
Authority, provided, however, that: ‘

@ no reimbursement shall be made in respect of replacements caused by premature
failure, ingestion, faulty maintenance or any accidental cause or any cost which
is reimbursable by insurance or Manufacturer’s warranty;

(i)  the total amount payable by the Lessor to the Lessee pursuant to this Clause
14.5 in respect of each maintenance task specified in Clause 14.2 shall in no
event exceed the balance of any funds held by the Lessor pursuant to Clause
14.2 in respect of such task, less any repairing or overhaul expenditure which
the Lessor may reasonably incur, in due compliance with the Maintenance
Programme approved by the relevant Airworthiness Authorities and the
necessary repairs;

(i)  if, on any occasion, the balance of any funds held pursuant to Clause 14.2 in
respect of any maintenance task specified therein is insufficient to meet a claim
for reimbursement, the shortfall may not be carried forward or made the subject
of any further claim for reimbursement, and the Lessee shall be responsible for
such shortfall; : '

(iv)  reimbursements with respect to structural inspection of the Airframe shall be
made by the Lessor to the Lessee on the basis of certificates delivered by the
Lessee to the Lessor setting forth

(a) the labour hours incurred by the Lessee, acting reasonably, in
conducting the relevant inspections and effecting required repairs; and

(b) the cost 1o the Lessee, acling reasonably, of materials consumed in
conducting the relevant inspections and effecting required repairs;

{v) the labour rate to be charged by the Lessee for the purposes of reimbursement
pursuant to Clause 14.5 (iv) (a) shall be USD 45.00 per manhour for its
applicable gualified technicians at the time that the inspections and repairs are
conducted during the Lease Term. This labour rate shall be subject to annual
escalation similar to that applied to the Maintenance Reserves;

(vi)  with respect to Clauses 14.5 (iv) and (v), the Lessee shall provide to the Lessor
such additional evidence or explanation as the Lessor shall request, acting
reasonably, to satisfy the Lessor as to the actual number of labour hours
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incurred, the calculation of the labour rate charged, and the actual cost of
materials consumed in conducting the relevant inspections and effecting required
repairs; and

(vii)  no Potentiai Event of Default has occurred and is continuing.

Lessor and Lessee agree that any calculation of the balance of the Maintenance Reserve
funds shall be made only at the completion of any of outstanding planned operation of
maintenance next to the redelivery of the Aircraft on the parts specified in Clause 14.2,
and provided that any necessary repairs have been completed at the redelivery. Such pro-
rata balance amount shall be provided to the Lessee in the case of excess in the funds
for the amount corresponding to the pro-rata of the utilisation of the Aircraft by the
Lessee before its redelivery.

In the event that the Lessee clects to exercise its Purchase Option in accordance with the
provisions of Clause 25 hereof, and provided that all amounts due to the Lessor
pursuant to Clause 25 have been received by the Lessor, the Lessor shall return to the
Lessee the balance standing to the account of the Maintenance Reserves as at the
Purchase Option Date, upon transfer of title to the Aircraft.
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Section §

INSURANCE

Insurance Requirements
Obligation to Insure

The Lessee shall, during the Lease Term, at its own cost and expense, effect, maintain
and keep in full force and effect the following insurance with respect to the Aircraft in
such form, containing such terms and conditions, carried with such insurers and
reinsurers and (if applicable) effected through such brokers as the Lessor may approve:

(i)  "All-Risk" hull insurance on the Aircraft while flying, taxying and on the
ground in an amount not less than one hundred and thirteen per cent (113%) of
the Assumed Value (and "All-Risk" insurance on Engines and Parts while
removed from the Aircraft for fair market value) with, in the case of damage
claims not amounting to a Total Loss, deductibles no greater than one hundred
thousand United States Dollars (USD 100,000) and, in the case of Total Loss
claims, no deductible; and . »

(i) "War Risk" and related insurance on the Aircraft in an amount not less than one
hundred and thirteen per cent. (113%) of the Assumed Value (and on Engines
and Parts while removed from the Aircraft for fair market value) and covering
the perils of: :

(a) war, invasion, acts of foreign enemies, hostilities (whether war be
declared or not), civil war, rebellion, revolution, insurrection, martial
law, military or usurped power, or attempts at usurpation of power;

(b) strikes, riots, civil commotions or laboug disturbances;

(c) any act of one or more persons, whether or not agents of a sovereign
power, for political or terrorist purposes and whether the loss or damage
resulting therefrom is accidental or intentional;

(d)  any malicious act or act of sabotage;

(¢)  confiscation, seizure, restraint, detention, appropriation, requisition for
title or use by or under the order of any:igovernment (whether civil,
military or de facto} or public or local authority; and

(f) hijacking or any unlawful seizure or wrongful exercise of control of the
' Aircraft or crew in flight (including any attempt at such seizure or
control) made by any person or persons on board the Aircraft acting -
without the consent of the Lessee.

Terms Specific to Hull and War Risks Insurance

The insurance required under Clause 15.1 for'the Aircraft shall be on an agreed value
basis and the policies shall: .

(i) insure the interests of the Lessor and each of the Lenders and their assigns and
subrogees as additional named insured for their respective rights and interests
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* (having no operational interest), name the Lessor as first and sole loss payee,

provide that the proceeds thereof shall be paid directly to the Lessor and provide
that losses in excess of any deductible shall be adjusted with the Lessor save
that (a) (unless and until the Lessor, following the occurrence of an Event of
Default, shall have notified the insurers that all repairable damage claims shall be
paid to it) the proceeds of the insurance in respect of repairabie damage claims
not exceeding four hundred thousand United States Dollars (USD 400,000)
shall be paid to the Lessee and applied by it, as agent for the Lessor, to the
repair of the Aircraft and (b) no claim for Total Loss or repairable damage in
excess of four hundred thousand United States Dollars (USD 400,000) shall be
settled, compromised or abandoned without the written consent of the Lessor;

provide that the insurance shall not be invalidated by any action or inaction by
the Lessee or any other insured and insure the interests of the Lessor and each
of the Lenders and their assigns and subrogees regardless of any breach or
violation by the Lessee or any other insured of any warranty, declaration or
condition contained in or made or given in relation to such policies;

waive any right of subrogation of the insurers against the Lessor and each of the
Lenders; and

provide, in the event of separate insurance being arranged to cover the
"All-Risk™ hull insurance and the "War Risk" and related insurance, that the
underwriters subscribing to such insurances agree to a 50/50 claim funding
arrangement in the event of any dispute as to which insurance is applicable.

Liability fnsuranc_e with Respect to the Aircraft

(i)

(ii)

The Lessee during the Lease Term, at its own cost and expense, shall also
effect, maintain and keep in full force and effect liability insurance with fespect
to the Aircraft in such form, containing such terms and conditions, carried with
such insurers and reinsurers and (if applicable) effected with such brokers as the
Lessor may approve for a combined single limit of two hundred and fifty
million Dollars (USD 250,000,000) for any one accident (or in such ‘higher
amount as the Lessor may require from time to time) which shall include, but
not be limited to, avidtion third party legal liability insurance, passenger legal
liability insurance and property damage legal liability insurance (including
cargo, baggage, and mail legal liability insurance) and war write back coverage.

The policies effecting the insurance required under this Clause 15.3 shall:

(a) name the Lessor and each of the Lenders and their respective assigns
and subrogees and their respective officers, directors, partners,
members, shareholders, agents, employees and servants as additional
insure_d)s for their respective rights and interests (having no operational
interest);

(b) provide that the insurance shall not be invalidated by any action or
inaction by the Lessee or any other insured and shall insure the interests
of the Lessor and cach of the Lenders and their respective assigns and
subrogees and their respective officers, directors, partners, members,
sharcholders, agents, employees and servants regardless of any breach
or violation by the Lessee or any other insured of any warranty/
dccl:_]a_ralion or condition contained in or made or given in relation to such
policies; '
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(c)  be primary; and

. (d)  provide that all the provisions thereof, shall operate in all respects as if a

separate policy had been issued covering each insured but this provision
shall not operate to include any claim whatsoever arising in respect of
loss or damage to the Aircraft insured under the hull and war risks
insurance. Notwithstanding the foregoing, the total liability of the
insurers shall not exceed the limits of liability set out in Clauses 15.1
and 15.3. ‘

Provisions Relating to All Insurances

Each insurance policy to be effected and maintained under this Clause 16 shall:

®

(i5)

(iii)

(iv)

™

(vi)

waive any right of the insurers to any set-off or counterclaim or any other
deduction, whether by attachment or otherwise, in respect of any liability of the
Lessor or other insured under such policies otherwise than a right of set-off in
respect of unpaid premiums for the Aircraft at the ime of claim;

provide that (i) no alteration materially affecting the interest of any insured in the
insurance cvidenced thereby (or any alteration inconsistent with the
requirements of this Clause 15) or any cancellation of such insurance or (ii) the
lapse of any such insurance by reason of the non payment of premium shall be
effective (in any such case) as against such insured, without thirty days prior
written notice thereof being given to such insured, save in respect of War Risks
and related insurances in respect of which seven days prior written notice may
be given (subject to exceptions uniformly provided in War Risks policies then
available on commercially reasonable terms);

provide for worldwide coverage (subject only to such exceptions as may be
agreed by the Lessor);

providc that the Lessor and each of the Lenders have no operational interest in
the Aircraft; .

provide that none of the Lessor and each of the Lenders or their sharcholders,
agents, employees or servants shall be liable for any insurance premium in
respect thereof (but without prejudice to the right of set off as described in
Clause 15.4 (i)); and

specifically refer to this Agreement.

Brokers' Certificate and Letter of Undertakihg

On or before the Delivery Date, and prior to each renewal of the insurances to be
effected pursuant to this Clause 15, the Lessee shall obtain from (as applicable) either
insurance brokers approved by the Lessor or the insurers and reinsurers of the relevant
Aircraft and deliver to the Lessor for approval by it;

®

a certificate in customary form describing the insurances and reinsurances
effected in respect of the Aircraft pursuant to this Clause 15 with effect from the
Delivery Date or its renewal date (as the case may be) confirming that, to the
best of the knowledge, information and belief of such brokers, insurers or
reinsurers, the insurances are placed with reputable insurers and contain the
coverages and terms usuaj for this class of aviation insurance, and stating that



15.6

15.7

15.8

(i)

254,

the insurance evidenced thereby will continue in full force and effect for such

“period as shall be stipulated therein; and '

a letter of undertaking in customary form.

Information

After renewal, and at such other intervals as the Lessee may be reasonably requested so
to do by the Lessor, the Lessee shall: :

()

(i)

(ii)

(iv)

produce to the Lessor cover notes evidencing that the insurances effected
pursuant to this Clause 15 in relation to the Aircraft are in full force and effect;
and

produce to the Lessor evidence reasonably satisfactory to the Lessor that alj
premiums have been paid in accordance with the terms of the policy or policies
for the said insurances; and :

. permit the Lessor and its insurance advisers from time to time to examine the

original of cach policy for the said insurances and all endorsements thereon
applicable to the Aircraft and the most recent premium receipt therefor; and

produce to the Lessor certified true copies of the current policy or policies for
the said insurances (subject to the same being available) or other evidence
reasonably satisfactory to the Lessor that the requirements of this Clause 15 are
being complied with. '

Legal Requirements

The Lessee shall: .

(®

(i)

(i)

(iv)

comply with ali legal requirements as to the insurance of the Aircraft which may
from time to time be imposed by the laws of any relevant jurisdiction or of any
state to, from or over which the Aircraft shall be flown insofar as they affector
concem the operation thereof;

bear any part of any loss or liability which is to be borne by the insured under
the insurances required to be effected under this Clause 15 and keep the Lessor
at all umes fully indemnified against any and all claims, costs, proceedings,
loss, damages or expenses whatsoever in connection with such policies or
arising out of any act or omission which invalidates the insurances of which
causes the whole or any part of the payments thereunder to be refunded;

not, without the prior consent in writing of the Lessor take out or permit to be
taken out insurances in respect of the Aircraft or permit any person to be named
as an insured in respect of the Aircraft if such insurance, or naming as insured,
will or may prejudice the effectiveness of any of the insurances required to be
effected under this Clause 15 or the recovery of any moneys thereunder; and

not assign, pledge or charge its right, title and interest in and to the insurances
required to be effected under this Clause 15 or any proceeds thereof to anyone
other than the Lessor or any such other party as approved by the Lessor.

Additional or Modified Insurance Coverage -

If at any time, after consultation with aviation insurance advisers selected by it, the
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Lessor is not reasonably satisfied that the Insurances afford the Lessor the protection
contemplated by Clause 15.2 (i) or 15.3 (ii) the Lc.ssor at the expense of the Lessee,
may either effect and maintain an innocent owner's insurance policy on such terms and
conditions as the Lessor may reasonably require or may arrange for such cover to be
placed in conjunction with insurance and reinsurance of the Aircraft itself. In such event
the Lessor shall consult with the Lessee to give the Lessee opportunity first itself (at the
Lessee's expense) to arrange such cover. The Lessor may also require the Lessee at the
Lessee's expense to effect other such insurances as the Lessor may by notice to the
Lessee require in order fully to protect the Lessor's interests if, upon the written advice
of the insurance adviser, general market practice in the aviation industry at the relevant
time is to have such insurances.

Failure to Insure

If, in relation to the Aircraft, the insurances to be effected pursuant to this Clause 15 are
not kept in full force and effect, the Lessor (without prejudice to any other rights it may
have on the occurrence of an Event of Default) shall be entitled (but not bound) to pay
the premiums due or to take out new insurances satisfactory to it, in which event any
sums thereby expended by the Lessor shall becorne immediately due and payable to the
Lessor by the Lessee together with interest thereon calculated at a rate per annum equal
to the aggregate of LIBOR for the relevant period plus 3% from the date of expenditure
by the Lessor until the date of reimbursement thereof by the Lessee (both before and
after any relevant judgment or winding up of the Lessee).

Reinsurance

The Lessee shall procure that the said insurers shall reinsure the whole, or such lesser
part to which the Lessor may agree in its discretion at the Lessee's request, of the said

‘insurances in markets and with reinsurers and otherwise on terms approved by the

Lessor such terms to include, but not to be limited to, the inclusion in each reinsurance
policy of a cut-through clause acceptable to the Lessor whereby the reinsurers agree that
any claim under the reinsurance policy shall be paid in accordance with that clause (and
not to the insurers).

Loss .

Total Loss of Aircraft or Airframe

If a Total Loss of the Aircraft or the Airframe occurs during the Lease Term, the i‘ights
of the Lessee to lease the Aircraft shall immediately terminate, but without prejudice to
the continuing obligations of the Lessee (as to payment, indemnity or otherwise) under
this Agreement; and the Lessor and the Lessce shail proceed diligently and co-operate
fully with each other in the recovery of the Total Loss Proceeds. .
Termination Payment

On the date (the "Due Date") which is the earlier of the following dates:

(1) the date on which the Total Loss Proceeds in respect of the Aircraft or the
Airframe are paid by the insurers; and

(i) 30 days after the Total Loss Date,

the Lessee shall pay to the Lessor an amount notified by the Lessor (o the Lessee, being
the aggregate of: :
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" (a) all Lease Payments which have fallen due bul not been paid under this

Agreement;

(b)  the Loss Settlement Value together with interest calculated at a rate per annum
equat to the aggregate of LIBOR for the relevant period plus 3% from the Total
Loss Date to the Due Date;

(c) all other amounts (if any) that have become due and payable at the Due Date,
under this Agreement or under any other Lease Document,

less an amount equal to the Total Loss Proceeds (less the Lessor's reasonable costs
incurred in recovering the same) received by the Lessor by the Due Date. Promptly after
receipt of such payment and in connection with such termination, the Lessor shall
(subject to the rights of the insurers), at the Lessee's cost, evidence the transfer of such
title to the Aircraft to the Lessee or at its direction in "as is, where is” condition without
representation or warranty other than as to the absence of Lessor's Liens and execute
such documents as are pecessary or desirable to give effect to or evidence such transfer
of title (including taking, at the Lessee's direction and expense xeasonable stcps to effect
a change in registration of the Aircraft).

-,

Other Loss or Damage

(i)°  If the Aircraft or any part thereof (including any Engine) suffers loss or damage
not constituting a Total Loss of the Aircraft or Airframe, all the obligations of
the Lessee under this Agreement shall continue in full force, and the Lessee
shall, at the Lessee’s expense, promptly procure the repair or replacement of all
damaged or lost Parts or Engine(s) in accordance with this Agreemeat.

(i)  Allinsurance proceeds in respect of a partial loss shall be applied to defray the
cost of the repair or replacement of damaged or lost Parts or Engine(s) as in-
Clause 16.2(i) or to re-imburse the Lessee for having incurred such cost. If an
Event of Default (or any event which with the passage of time or making of a
determination would or might become an Event of Default) shall have occurred
and be continuing, all insurance proceeds payable to the Lessor pursuant to
Clause 16.2(i) may be held by the Lessor as security for the obligations of the
Lessee under this Agreement and, at such time as no Event of Default (or any
event which with the passage of time or making of a determination would or
might become an Event of Default) shall be continuing, such amount shall be
paid in accordance with the first sentence of this sub-clause,
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Section 6
REQUISITION
Requisition

If during the Lease Term the Aircraft is requisitioned for hire or use by or under
authority of any government agency and such requisition does not give rise to a Total
Loss, provided that the Lessee is not in breach of its obligation to pay Lease Payments
under Clause 3 hereof, the Lessee shall not be deemed to be in breach of or default
under any of its obligations under this Agreement if the due performance thereof has

. been rendered impossible by reason of such requisitioning for hire or use.

If the Aircraft is requisitioned for hire or use by or under authority of any government
agency, the Lessee shall, as soon as practicable after the end of the period for which it
is so requisitioned for hire or use, cause it and the Engines and Parts to be in all
respects in good working order, state and repair and efficient operating condition and
otherwise to comply in all respects with the provisions of this Agreement.

Requisition Proceeds

Save ;where the Lessee has paid to the Lessor in full all Lease Paymehts due and
payable, the Lessee will ensure that Requisition Proceeds shall be paid to the Lessor.

All Requisition Proceeds received by the Lessor in respect of an event falling within
paragraph (d) of the definition of Total Loss shall be applied by the Lessor in or
towards reducing the amount payable by the Lessee under Clause 16.2 (and, for that
purpose, the Lessor may convert any of such Requisition Proceeds into any currency in
which any such amount is payable).

If a requisition for hire or use shail be in effect on what would otherwise be the end of
the Lease Term the Lease Term shall be extended until the earlier of (i) the occurrence of
a Total Lass (in which event the provisions of Clause 16 shall apply) and (ii} the end of
such requisition and the Lessee shall remain fully bound by the terms of this
Agreement: save that the amount of the Lease Payments payable during such extended
term (if any) shall accrue and be calculated and payable on a daily basis.

LR -
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Section 7

REPRESENTATIONS AND COVENANTS

Representations

The Lessee represents that:

M

(if)

(iif)

(iv)

v

(vi)

(vii)

(viii)

it is a private limited company duly. organised and validly existing under the
laws of Thailand and with power to enter into each of the Lease Documents and
to exercise its rights and perform its obligations thereunder and all action
required to authorise its execution of each of the Lease Documents and its
petformance of its obligations thercunder has been duly taken and all necessary
authorisations of any government agency or other authority (including but not
limited to any applicable exchange control approval for the remittance of United
States Dollar paymeats overseas) have been duly and unconditionally obtained
and are now in full force and effect;

in any proceedings taken in its jurisdiction of incorporation in relation to each of
the Lease Documents to which it is a party, it will not be eatitled to ¢laim for
itself or any of its assets immunity from suit, execution, attachment or other

legal process;

it is not necessary that any of the Lease Documents be filed, recorded or
enrolled with any court or other authority in such jurisdiction or that any stamp,
registration or similar tax be paid on or in relation to any of the Lease
Documents to which it is a party; :

the obligations expressed to be assumed by it in the Lease Documents are or will
upon execution thereof by the Lessee be, legal and valid obligations binding and
enforceable on it in accordance with the terms thereof and in accordance with the
laws of Thailand except as such enforceability may be limited by applicable
bankruptcy, moratorium or similar laws affecting creditor's rights generally;

" no event has occurred which constitutes, or which with the giving of notice

and/or the lapse of time and/or a relevant determination would constitute, a
contravention by the Lessee of, or default by the Lessee, under, any agreement
or instrument by which the Lessee or any of its assets is bound or affected,
being a contravention or default which would either have an adverse effect on
the business, assets or condition of the Lessee or adversely affect its ability to
observe and perform its obligations under the Lease Documents;

there are not pending or, to the Lessee's knowledge, threatened, any litigation,
arbitration or administrative actions or proceedings before any court, arbitrator,
governmental, reguiatory or administrative agency or authority which by itself
or together with any other such proceedings or claims, if determined adversely
ta the Lessee, would have a materially adverse effect on the financial condition,

- business, assets or operations of the Lessee or any adverse effect on the ability

of the Lessee to perform its obligations under the Lease Documents;
no Event of Default has occurred and is continuing;
the obligations of the Lessee under the Lease Documents are, or will upon

execution thereof by the Lessee be, direct, general and unconditional obligations
of the Lessee and rank, or will rank, at least pari passu with all other present
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and future unsecured and unsubordinated obligations (including contingent
obligations) of the Lessee save for obligations mandatorily preferred by law;

The representations contained in Clause 20.1 shall be deemed to be repeated by the
Lessee on and as of the Delivery Date and each Lease Payment Date as if made with
reference to the facts and circumstances existing on such date.

The Lessor represents that it is a groupement d'intérét &conomique duly organised and
validly existing under the laws of France and with power to enter into cach of the Lease
Documents and to exercise its rights and perform its obligations thereunder and all

-action required to authorise its execution of each of the Lease Documents and its

performance of its obligations thereunder has been duly taken and all necessary
authorisations of any government agency or other authority have been duly and
unconditionally obtained and are now in full force and effect.

Covenants
‘The Lessee covenants with the Lessor:
@D to si.lpply to the Lessor :

(a) upon request, the consolidated managemeant accounts of Lessee (comprising
a balance sheet and profit and loss statement) prepared for the most recent
previous financial quarter;

(b) promptly, as soon as available, each annual audited consolidated balance
sheet and each annual audited consolidated profit and loss statement ;

(ii) that the Lessee shall not, without the written consent of the Lessor, sell, transfer
or dispose of all or a substantial part of its business or a substantial part of its
assets. Provided that such sale, transfer or disposal shall not affect in any way
the objective of the Lessee to remain an Airline for public transportation, this sub-
clause shall not be applied in the cases of: for the purposes of and followed by a
solvent reconstruction, for the purposes of constituting the Second Designated
National Airline in Thailand or for the purposes to proceed with public offering.

(i)  that it will obtain and promptly rencw from time to time all consents, licences,
approvals and authorisations as may be required under any applicable law or
regulation for the due performance, validity or enforceability of this Agreement
and the other Lease Documents or for the operation of the Aircraft; -

(iv) lha; ig wilt promptly inform the Lessor of the occurrence of any Event of
Defauit; .

(v)  thatit shall promptly pay all ticence and registration fees and charges assessed
. and demanded from it by any governmental authority (whether of the State of
Registration or otherwise) relating to the Aircraft or associated with the
purchase, ownership, delivery, leasing, possession, use, operation, redelivery,

sale or other disposition of the Aircraft;

(vi)  that it shall not knowingly do or permit to be done anything which may expose
the Aircraft or any part thereof to forfeiture, impounding, detention,
appropriation, damage or destruction, and shall not abandon the Aircraft or any
part thereof; R

(vii)  in the event of any forfeiture, impounding, or delention of the Aircraft or any
part thereof not constituting a Total Loss, that it shal use all reasonable efforts
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to procure the immediate release thereof;

(viii) that the Lessee shall not contest in legal proceedings or otherwise the ownership

of the Aircraft or any part thereof by the Lessor.

The Lessor covenants with the Lessee:

()

(i)

" (i)

(iv)

to obtain and maintain in full force and effect all authorisations and filings for
the time being required by the laws of Thailand to enable the Lessor to perform
its obligations under the Lease Documents to which it is a party;

to execute, acknowledge, ratify, deliver, file and register at the Lessee's
expense all such additional agreements, instruments, certificates, documents and
assurances and perform such other acts and things as the Lessee shall
reasonably request to give full effect to this Agreement and each of the other
Lease Documents to which the Lessor is a party;

the Lessor shall not amend, supplement or substitute any part of any Lease
Document to which the Lessor is a party without the prior written consent of the
Lessee (such consent not to be unreasonably withheld).

the Lessor shall not withhold any and all consents or approvals requested by the
Lessee under this Agreement without reasonable cause.
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Section 8
EVENTS OF DEFAULT AND EARLY TERMINATION

Events of Default
It shall be an Event of Default if:

) the Lessee fails to pay any amount due under the Lease Documents and such
amount remains outstanding for three (3) Business Days from the due date
therefor; ' '

(ii)  the Lessee fails at any time to effect and maintain the Insurances in accordance
with Clause 15 or operates the Aircraft at a time or in a place where the
Insurances (or any of them) are not in full effect;

(iiiy  the Lessee fails to observe or perform any of its obligations (other than the
obligations referred to in paragraphs (i) and (ii) above) under the Lease
' Documents or under any undertaking or amrangement entered into in connéction
therewith and such default, if le of being remedied, is not remedied to the
Lessor's satisfaction within 30 days after notice from the Lessor requiring such
remedy; : .
(iv)  any representation, warranty or statement in writing which is made (or
acknowledged to have been made) by the Lessee in connection with the Lease
Documents or which is contained in any certificate, statement in writing or
notice provided under or in connection with this Agreement proves to have been
incorrect in any material respect at the time it was made or is deemed to have
been made; :

(v)  an encumbrancer takes possession of, or a trustee, administrative receiver,
receiver or similar officer is appointed in respect of, all or any material part of
the business or assets of the Lessee, or distress or any form of execution is
levied or enforced upon or sued out against such assets and is not discharged
within 60 days of being so levied, enforced, or sued out;

(vi)  the Lessee becomes unabie to pay its debts as they fall due or suspends or
threatens to suspend making payments (whether of principal or interest with
respect to all or any of its debts);

(vii) - the Lessee convenes a meeting of its creditors generally or proposes or makes

" any scheme of arrangement or composition with, or any assignment for the
benefit of, its creditors or a petition is presented or a meeting is convened for the
purpose of considering a resolution for the making of a winding-up order
against the Lessee unless the winding-up is for the purposes of and followed by

a reconstruction previously approved in writing by the Lessor (unless during or

following such reconstruction the Lessee becomes or is declared insolvent):

(viii) the Lessee is declared insofvent by any court of competent jurisdiction:

(ix)  anything analogous to any of the events specified in paragraphs (v} and (viii)
occurs with respect to the Lessee under the laws of any applicable jurisdiction;

(x) the Lessee sells, mortgages or encumbers or executes any bill of sate affecting
the Aircraft or any part thereof or any interest therein or agrees or purports to do
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any of the sarhc, or the ownership of the Aircraft or any part thereof by the
Lessor is contested in legal proceedings by the Lessee;

the Lessee transfers or disposes of, or threatens to transfer or dispose of, a
substantial part of its business or a substantial part of its assets taken as a
whole, unless such act is for the purposes of the constitution of the “Second
Designated National Airline” in Thailand or for the purposes to proceed with
public offering; :

the Lessee changes or threatens to change the nature of its business, suspends
or threatens to suspend a substantial part of its business operations or any
governmental authority expropriates or threatens to expropriate all or a
substantial part of its assets taken as a whole;

a holder of voting stock in the Lessee disposes of more than ten percent (10%)
of such voting stock of the Lessee without the prior written consent of the
Lessor ( such consent not to be unreasonably withheld) unless such disposal of
more than ten percent (10 %) of such voting stock shall be necessary for the
purposes of the constitution of the “Second Designated National Airline” or for
the purposes to proceed with public offering; '

any indebtedness of the Lessee which, in aggregate, is in excess of one million
United States Dollars (USD 1,000,000) is declared by judgement to be due and

- payable prior to its specified maturity by reason of a default by the Lessee under

any instrument evidencing such indebtedness;

_any aircraft in the fleet of the Lessee shall be actually re-possessed by any

person entitled thereto pursuant to any lease, hire purchase agreement, lease
purchase agreement, conditional sale agreement or other similar agreement
relating to such aircraft;

the registration of the Aircraft with the Aviation Authority is cancelled, or any
consent, authorisation, licence or approval of or registration with any public or
governmental authority required by the Lessee to authorise the execution,
delivery, validity or enforceability of this Agreement or any of the Lease
Documents or the performance by the Lessee of its obligations hereunder or
thereunder is modified (unless such modification does not adversely affect the
ability of the Lessee to perform its obligations hereunder) or is not granted or is
revoked, suspended, withdrawn or terminated, or expires and is not renewed;

the Lessee loses its existing traffic rights with respect to the Bangkok/Koh
Samui route;

any consent, authorisation, licence or approval, which shall include the De-
registraton Power of Attorney, necessary to enable the Lessor to repossess the
Aircraft upon termination of the leasing of the Aircraft hereunder and/or to de-
register and/or export the Aircraft from Thailand thereupon, is modified or is not

granted or is revoked, suspended, withdrawn or terminated or expires and is not
renewed,;

Remedies on Default

If an Event of Default occurs prior to the Delivery Date (in which case the grace periods

quciﬁed in paragraphs (i) and (iii) of Clause 22 shall not apply), the Lessor shalf not be
obliged 1o lease the Aircraft to the Lessee. _
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23.2  If an Event of Default occurs after the Delivery Date the Lessor may:

(i) proceed by éppropriatc action to enforce performance by the Lessee of the
applicable covenants and provisions of this Agreement ; and/or

(ii)  declare the Lease Term to be terminated whercupon the same shall be

_ immediately terminated and/or direct the Lessee to redeliver the Aircraft in
accordance with Clause 45 to the airport of Toulouse-France or any other airport
in Europe that Lessee and Lessor shall agree with, or to ensure that the Aircraft
remains at the airport where the Aircraft is then located without further use by
the Lessee and/or the Lessor may retake possession of the Aircraft and de-
register the Aircraft from the State of Registration and the Lessee agrees that the
Lessor or its representatives or agents may for this purpose énter upon any
premises belonging to or occupied by the Lessee or, if the Aircraft is not located
in any premises belonging to or occupied by the Lessee, the Lessee shall use its
best endeavours to assist the Lessor with the repossession and de-registration of -
the Aircraft and the Lessee shall pay such sum as shall equal the aggregate of the
items specified in Clause 45.3 (i) and (ii).

L 23.3 If the Lessee fails to redeliver the Aircraft on the date notified to it by the Lessor

24,
24.1

24.2

24.3

pursuant to Clause 23.2, the Lessee shall be obliged to pay by way of liquidated
damages, in respect of each day until the date the Aircraft is actually redelivered, an
amount of five thousand Dollars (USD 5,000} payable on a daily basis.

Early Termination

If the Lessor's obligation to lease the Aircraft to the Lessee is terminated by reason of
an Event of Default prior to Delivery, the Lessee shall pay to the Lessor (by way of
agreed compensation for loss of bargain, and without prejudice to any right to damages
of the Lessor but after taking account of any amount paid by the Lessee pursuant to
Clause 23.2 (ii)) the amount notified by the Lessor to the Lessee as the aggregate of:

(i)  any sums (whether in respect of interest, costs, fees, expenses or otherwise
then accrued under the Lease Documents; and :

(i1) all costs and expenses (excluding any amount referred to in paragraph (i) above)
incurred by the Lessor in connection with such termination.

The Lease Term may be terminated (in addition to pursuant to Clause 23) prior to the
final Lease Payment Date if at any time after the date hereof (a) it becomes uniawful for
the Lessee to pay any amounts expressed to be payable by the Lessec under any of the
Lease Documents or for the Lessee to perform any of its other obligations hereunder or
thereunder in whole or in part or (b) it is or becomes unlawful for the Lessor to perform
any of its obligations hereunder or under any of the other Lease Documents in whole or
in part, then in any such case cither the Lessor or the Lessee may, subject to the

. provisions of Clause 35.1, notify the other party hereto of its intention to terminate the

Lease Term on the date specified in such notice whereupon the Lease Term shall so
terminate.

Upon termination of the Lease Term or as a condition for procuring such termination as
specified in Clause 24.2, the Lessee shall pay to the Lessor such sum as shall equal the
aggregate of the items specified in Clause 45.3 (i) and (ii).
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Section 9
PURCHASE OPTION
Purchase Option

Provided that the Lease Term shall not have been terminated and no Event of Default
shall have occured and be continuing, the Lessee may, by giving 180 days prior written
notice to the Lessor, purchase the Aircraft on the Purchase Option Date by paying to, or
to the order of the Lessor the Purchase Option Price (less the Security Deposit which
the Lessor shall retain as part payment of the Purchase Option Price) together with all
other amounts due hereunder.

Upon receipt by the Lessor of the amounts specified in Clause 25.1 the Lessor shall
procure transfer of title to the Lessee in accordance with Clause 26.

Transfer of Title
Upon paymznt.to the Lessor of the amounts referred to in Clause 25.1:

(a)  all right, title and interest of the Lessor in 2nd to the Aircraft shall pass from the
Lessor to the Lessee free and clear of Lessor Licns;

(b)  theLease Term shall terminate contemporaneously therewith without the need
for any further act or thing.

The Lessor hereby agrees that contemporaneously with the payment by the Lessee of
the Purchase Option Price applicable on the Purchase Option Date, the Lessor shall
represent and warrant that at the time of transfer of title to the Aircraft to the Lessee
pursuant to this Agreement, it will be the owner of the Aircraft free and clear of all
Lessor Liens.

The sale of the Aircraft under this Agreement shall be on an "'as-is, where-is and
with all faults' basis without any warranty being given by the Lessor other than the
warranty as to title set out in Clause 26.2.

Upon the Lessor's right, title and interest in and to the Aircraft transferring to the
Lessee pursuant to the provisions of this Agreement, the Lessor shall, at the Lessee's
cost and expense, assign or transfer to the Lessee absolutely the benefit of all assignable
warranties and indemnities given by any manufacturer, supplier or repairer of the
Aircraft. If the assignment of any such warranties or indemnities shall be expressed to
be subject to the prior consent or approval (whether written or otherwise) of any
person, the Lessor undertakes to use ail reasonable endeavours, at the Lessee's cost and
expense, to obtain and to provide all reasonable assistance to the Lessee for the purpose
of obtaining each such required consent or approval.

The Lessor hereby covenants that, at any time and from time to time, it shail upon the
request of the Lessee and at the Lessee's cost and expense, promptly and duly execute
and deliver or procure the execution and delivery of such bills of sale or other
documeants or instruments and take such further action as the Lessee may reasonably
require in order to carry out the intent and purpose of this Clause 26 including, without
limitation, for the purpose of demonstrating and verifying that title to the Aircraft passed
Lo the Lessee pursuant-to and in accordance with the provisions of this Agreement.
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Subject to the proviso hereto, the Lessee agrees, at all times after transfer to the Lessce
of the Lessor's rights, title and interest in and to the Aircraft pursuant to this
Agreement, fully to indemnify and hold harmless the Lessor against all costs, expenses,
losses or liabilities suffered or incurred by the Lessor at any time after such transfer of
title to the Aircraft:

(a) relating to or rising directly in any manner or for any cause or reason
whatsoever out of, the condition, testing, delivery, design, manufacture,
purchase, import, export, registration, possession, control, use, leasing, sub-
leasing, operation, storage, maintenance, repair, replacement or modification of
the Aircraft or any loss thereof or damage thereto relating to loss or destruction
or damage to any property or death or injury of any person caused by, relating
to or arising out of any of the foregoing matters; and

()  on the grounds that any design, articlebrmta'ial in the Aircraft or the operation
or use thereof constitutes an infringement of any patent intellectual property
right or other proprietary right, ' :

Always that the Lessee shall have no liability to indemnify the Lessor

under this Clause 26.6 with respect to any costs, expenses, losses or liabilities suffered

or incurred by the Lessor as a result of the wilful misconduct or reckless act or
omission of the Lessor or any of its employees, servants or agents.

Throughout the period commencing on the date of transfer to the Lessee of the Lessor's
right, title and interest in and to the Aircraft pursuant to this Agreement and ending on

~ the earlier of (i) two (2) years from the date of such transfer of title to the Aircraft and

(ii) the next “C” check of the Aircraft the Lessee shall effect and maintain insurances
which comply with the requirements set out in Clause 15 to the extent the same relates
to liability insurances naming the Lessor and its officers, directors, agents and
employees as Additional Assureds.

The Lessee shall be responsible for the payment of, and shall indemnify and hold
harmless the Lessor against, all taxes (including, without limitation any value added
tax) and ali registration or documentary taxes, duties (including stamp duties), fees or
similar charges arising in connection with the sale of the Aircraft to the Lessee under

. this Agreement.

R ra——.
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Section 10

PAYMENTS AND INDEMNITIES
Payments

Each payment to be made by the Lessee to the Lessor under or pursuant to this
Agreement shall be made on the due date by payment in immediately available funds to
account n® 00 1799 31702 in the name of the Lessor with Banque Indosuez, 47 rue de
Monceau, 75008 Paris, France or to such other bank and/or account as the Lessor may
from time to time notify to the Lessee. .

If any payment falls due under or pursuant to this Agreement on a day which is not a
Business Day, payment thereof shall be made on the immediately following Business
Day, except if such following Business Day falls in the next calendar month, in which
case payment shall be made on the immediately preceding Business Day but the amount
of any Lease Payment comprised in such paymeat shall not be adjusted in consequence
thereof. :

All payments to be made by the Lessee to the Lessor hereunder shall be made without
deduction for or on account of any set-off or counterclaim. _

All payments hereunder, whether of Lease Payment or otherwise shall (except in any
case where the Lessee is obliged to pay any amount to the Lessor or indemnify or
reimburse the Lessor in respect of any amount, and such amount, is denominated in
another currency, in which case the Lessee shall pay such amount in such other
currency) be made in Dollars, as specified herein, by such time on the due date for
payment as will enable the funds to be cleared on the same day.

'Det‘ault Interest

To the extent permitted by law, if any amount due and payable by the Lessee hereunder
is not paid on the due date for payment thereof in the manner herein stipulated, the
Lessee shall pay interest on the same for the period starting on the due date for payment
thereof and ending on the date on which the same is received or recovered by the Lessor
in full at the rate equal to the aggregate of (i) LIBOR for the relevant period and (ii) 2 %
per annum from time to time.

j udgment Currency

If any sum payable by the Lessee hereunder or under any judgment of any court given
in respect of this Agreement has to be converted from.the currency (the "'first .
currency') in which the same is payable hereunder or under any such judgment into
another currency (the “second currency") for the purposes of (i) obtaining a
judgment in any court, (i) making or filing any proof or claim in a bankruptcy, winding-
up, liquidation or re-organisation of the Lessee or (iii) enforcing any judgment of any
court, the Lessee shall, as a separate and independent obligation, indemnify the Lessor
against any loss incurred by it in consequence of any discrepancy between the rate of
exchange used to convert the sum in question from the first currency to the second
currency for any of the purposes aforesaid and the rate of exchange at which the Lessor
may in the ordinary course of business purchase the first currency, which exchange

shall be effected on the date of receipt of the first currency or if such date shall be a

Saturday of Sunday on the next Business Day, upon any tota! or partial satisfaction of
any such proof, claim or judgment as is mentioned above.
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Calculations

All calculations of interest hereunder shall be made on the basis of a year of 360 days
and the actual number of days elapsed.

Evidence of_ Debt

Except in respect of any expenditure due evidence for which is required to be provided
by the Lessor hereunder, 2 certificate given by a duly.authorised officer of the Lessor
or, as the case may be, the Lessee as to the amount of any sum required to be paid to it
under any of the provisions of this Agreement shall, save in the case of manifest error,
be prima facie.evidence for all purposes of this Agreement.

Indemnities

The Lessee hereby agrees at all times to indemnify, protect, defend and hold harmless
each Indemnitee from and against all and any liabilities, obligations, losses, claims,
taxes, proceedings, damages, penalties, fines, fees, costs and expenses whatsoever
(any otP the foregoing being referred to as a "Claim") which any of them at any time
suffers or incurs orin the case of paragraph (v) which is demanded of them:

® arising directly or indirectly out of or in any way connected with the purchase,
manufacture, ownership, possession, registration, performance, transportation,
management, sale, control, use or operation, design, condition, testing,
delivery, maintenance, repair, service, modification, overhaul, replacement,
removal or re-delivery of the Aircraft (either in the air or on the ground) or any
part of the Aircraft by the Lessee or any other person, whether or not such
liabilities, obligations, losses, claims, proceedings, damages, penalties, fines,
- fees, costs and expenses may be attributable to any defect in the Aircraft or any
part thereof or to the design, testing or use thereof or to any maintenance,
service, repair, overhaul, or to any other reason whatsoever (whether similar to
any of the foregoing or not), and regardless of when the same shall arise
(whether prior to, during, or after termination of, the Lease Term under this

. Agreement);

(i)  arising as a result of any design, article or material in the Aircraft or any part
thereof or the operation or use thereof constituting or being alleged to constitute
an infringement of any patent, copyright, design or other proprietary right;

(iii)  in relation to preventing or attempting to prevent the arrest, confiscation,
seizure, taking in execution, impounding, forfeiture or detention of the Aircraft;

(iv)  directly or indirectly out of any breach by the Lessee of any of its obligations
hereunder or under any of the Lease Documents or out of any Event of Default;
or :

(v}  arising as a result of (a) any change in law or in ils interpretation or
administration and (b) compliance with any réquest from or requirement of any
central bank, or other fiscal, monetary or other authority (including a request or
requirement which affects the manner in which the Lessor allocates capital
resources hereto) as a result of its having entered into and/or performing its
obligations and/or assuming or maintaining ils commitment under this
Agreement. C '

An Indemnitee shall, as soon as practicable (and in any event within 90 days) after’
receipt of a Claim as to which indemnification is sought, notify the Lessee thereof
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together with such particulars of the Claim as are then available. If such Indemnitee fails
to notify ﬂleIﬁsccofaClaimwi;hinthctin;lpcriod stipulated above, the Lessee shall
have no liability in respect of any additional loss incurred by the Indemnitee as a
consequence of the delay in notification. . Subject to the rights of insurers under policies

of insurance maintained by the Lessee, the Lessee shall, after paying all sums claimed

'by the Indemnitees, have the right to investigate, and the right in its sole discretion to

defend or compromise (other than with respect to a compromise of a non-monetary
Claim), any Claim for which indemnification is sought under Clause 32.1 and the
Indemnitee shall at the Lessee's expense cooperate with all reasonable requests of the
Lessee in accordance with the provisions of Clause 35.2.

The Lessee shall fully indemnify any Indemnitee (except to the exteat it has beea so
indemnified pursuant to another provision of this Agreement) against any loss, damage,
expense or liability which such Indemnitee may sustain or incur as a consequence of
any default in payment hereunder or the occurrence of any Event of Default including
(but not limited to) any amounts of principal, interest, fees or other sums whatsoever
paid or payable on account of any funds borrowed in order to carry any unpaid amount
and any loss, premium, penalty or expense which may be incurred in liquidating or

_en;gloyingﬁmdsacquired&pmchaseorﬁnmoeﬁcﬁmﬁand&mh&inmmnd
su

amounts (or any part thereof) or any other amount due or to become due under this

. Agreement.

If an Indemnitee shall receive, from any person other thn the Lessee, payment or
indemnification pursuant to any agreement or any insurance policy (other than any

insurance policy taken out and paid for by the relevant Indemnitee) in of any
Claim pursuant to its indemnification obligations under this Clause 32, such itee .

shall (to-the extent that it shatl have received an aggregate amount in excess of that
necessary to indemnify, protect, defend and hold it harmless from and against such
Claim) promptly pay to the Lessee an amount equal to such excess indemnification
amount. .

Upon receipt of payment or indemnification by the Lessee in respect of any Claim in
respect of which a claim is outstanding, the relevant Indemnitee shall cooperate with the

- Lessee, at the Lessee's expense and direction, in order that the Lessee be subrogated for

the Indemnitee in respect of such claim.
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Section 11
TAXES

Taxes

The Lessee shall pay, assume liability for and indemnify, protect, save and keep
harmless the Lessor from and against any taxes which may from time to time be
imposed or asserted against the Lessor, the Lessee or any third party, the Aircraft, the
Airframe, any Engine or any Part or interest in any of the foregoing, of Thailand or any
other taxation authority of any territory over or in which the Aircraft will be operated by
the Lessee, from time to time. .

Such taxes shall include, but not be limited to, taxed imposed upon or with respect to:

)] the Aircraft, the Airframe, the Engine or any Part;

(i)  the delivery, non-delivery, lease, assignment, registration, rental, possession,
presence, use, operation, condition, storage, preparation, maintenance,

qualification, alteration, repair, return or asbandonment of the Aircraft, the
Airframe, any Engine and Part, any data or any other thing delivered hereunder.

~All payments to be made by the Lessee to the Lessor or an Indemnitee hereunder,

whether in respect of Lease Payment, interest, indemnities or any other item, shall be
made free and clear of and without deduction for or on account of tax. Should the

Lessee be required by law to make any payment subject to a deduction or withholding
of tax, the Lessee shall:

(i) ensure that the deduction or withholding does not exceed the minimum amount
legally required; - '

(i)  on the due date for such payment pay to the Lessor or such Indemanitee (as
applicable) such additional amount as shall result in the net amount received by
the Lessor or such Indemnitee (as applicable) being equal to that amount which

would have been received by it had no such deduction or withholding been
made;

(i)  pay to the applicable taxation or other authorities within the period for payment
permitted by law the full amount of the deduction or withholding (including, but
without prejudice to the generality of the foregoing, the full amount of any

deduction or withholding from any additional amount paid pursuant to this
sub-clause); and '

(iv)  furnish to the Lessor, or such Indemnitee (as applicable) within thirty days of
payment of such taxes either (i) an official receipt of the applicable taxation or
other authorities for all amounts deducted or withheld as aforesaid or (ii) if such
receipts are not issued by the taxation or other authorities concemned-on payment
to them of amounts so deducted or withheld, a certificate of deduction issued by
the Lessee or equivalent evidence of the relevant deduction or withholding.

If the Lessor has by reason of any deduction or withholding made by the Lessee from
any sum due hereunder as contemplated in Clause 33 .3, become entitled and is able to
use a deduction against its income or a credit against its overall tax liability or a
remission from taxes which it would otherwise have been required to pay, it shall
(subject to the Lessee having made the relevant increased or additional payment
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pursuant to Clause 33 .3 above and to the extent that it can do so without prejudicing
the retention of the amount of such credit or remission and without prejudice to the right
to any other relief or allowance which may be available to it) pay the Lessee the amount
(if any) equal to the net after-tax value to the Lessor of such part of such credit or
remission as it in its good faith judgment considers can be allocated to such deduction,
withholding or payment plus any tax benefit derived by the Lessor from such payment,
having regard to all its dealings giving rise to similar credits or remissions in relation to -
the same tax period and to the cost of obtaining the same; provided that, while the
Lessor shall use all reasonable efforts to obtain credits or remissions, nothing herein
contained shall interfere with the Lessor's right to amrange its tax affairs in any manner it
deems fit. Such reimbursement shall be made as soon as practicable after the Lessor
has effectively received the amount of the net after-tax value referred to above and shall
be made by payment of the relevant amount to the Lessee.

Taxes on Indemnities -

If and to the extent that any sums expressed to be payable to an Indemnitee by the
Lessee hereunder by way of indemnity prove to be insufficient, by reason of any tax
suffered thereon, other than taxes upon the income of the Indemnitee, for the Lessor or
such Indemnitee (as applicable) to discharge, or to reimburse the Lessor or such
Indemnitee (as applicable) for the cost incurred by it in discharging, the corresponding
liability to, or the amount expressed to be payable by it to, any other person, the Lessee
shall pay to the Lessor or such Indemnitee (as applicable) such additional sum as (after
taking into account any tax suffered or to be suffered by the Lessor in respect of its
receipt of such payment) shall be required to make up the deficit.

If and to the extent that any sum (the "indemnity sum'') constituting (directly or
indirectly) an indemnity to the Lessor but paid by the Lessee to any person other than
the Lessor under the Lease Documents, shall be treated as subject to tax in the hands of
the Lessor, the Lessee shall pay to the Lessor such sum as (after taking into account any
tax suffered or to be suffered by the Lessor in respect of its receipt of such payment)
shall reimburse the Lessor for any tax suffered by it in respect of the indemnity sum.
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- Section 12
ILLEGALITY, MITIGATION AND CONTEST RIGHTS
Iitegality, Mitigation and Contest Rights
Illegality

® If, by reason of any change after the date hereof in any applicable treaty, law or
regulation or by reason of any judgment or order of any competent court, it
becormnes or will become unlawful for the Lessor and the Lessee to perform any
of their obligations under any of the Lease Documents to which they are a party,
then the Lessor and the Lessee shall give written notice thereof to each other to
that effect setting forth full particulars of the relevant circumstances and the
cffect thereof. :

(ii) Upon the giving of the written notice pursuant to Clause 35.1 (i) the Lessee and
the Lessor shall negotiate with a view to agreeing upon terms for eliminating the
application of the circumstances giving rise to such notice provided that the
Lessor and the Lessee shall not be under any obligations to continue such

~ negotiation after the end of a 60 day period beginning on the date of such notice;
in the event the Lessor and the Lessee cannot mutually agree on the resolution
within 60 days, either party may upon written notice to the other terminate this
Agreement whereupon the Lessee shall pay the Lessor in accordance with
Clause 24.3 and the Lessor shall return to the Lessee any and all Security
Deposit and advanced payment made by the Lessee.

If circumstances arise which would or would upon the giving of notice result in:

i) an increase in the amount of anyfpayment to be made by the Lessee to the
Lessor pursuant to Clause 33; or

(i)  aclaim for indemnification pursuant to Clause 32;

then, without in any way limiting, reducing or otherwise qualifying the Lessee's
obligations under Clauses 32 and 33, the relevant Indemnitee shall, promptly upon
becoming aware of the same and the possible results thereof, notify the Lessee, upon
the written request of any of them, the’Lessee shall negotiate for a period of up to 30
days with a view to making arrangements whereby any relevant payment can be made
or received or other obligations performed in such manner, place, currency and other
circumstances as shall be lawful or as shall not give rise to any applicable taxes or
requirement for payment of any additional amount, increased withholding or indemnity
amount and so as to achieve substantially the same result as would have been achieved
had such payment, receipt or other obligation not been rendered unlawful or subject to
such taxes, or, as the case may be, such payment, increased withholding or requirement
for indemnity had not arisen. ‘ c

(1) If the Lessor becomes aware (from a source other than the Lessee) of any claim
against the Lessor for any taxes or other amount which the Lessee is required to
pay or indemnify against pursuant to Clause 32 or 33, the Lessor shall promptly
notify the Lessee in writing. -

) - If reasonably requested by the Lessee in writing, and such request is
accompanied by an opinion of counsel (the cost of which shall be borne by the
Lessee) sclected by the Lessee and reasonably acceptable to the Lessor

L
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confirming that there is a reasonable basis for contesting the v'aliduy,
applicability or amount of such taxes or other amount the Lessor shall in good
faith diligently contest (including pursuing all administrative appeals) in the
name of the Lessor or, if requested by the Lessee, contest in the name of the
Lessee (or permit the Lessee, if requested by the Lessee, to contest in the name
of the Lessee or the Lessor) the validity, applicability or amount of such taxes or
other amount by:

(a) resisting payment thereof if practicable;

(b)  paying the same only uader protest, if protest is necessary and proper;
. and

(¢)  if payment shall be made, seeking a refund thereof in appropriate
administrative or judicial proceedings; '

provided that (x) prior to taking such action the Lessee shall have indemnified
the Lessor in 2 manner satisfactory to the Lessor for all costs and expenses
which the Lessor may incur in connection with contesting such claim,
including, without limitation, all reasonable legal and accountants' fees and
disbursements, and the amount of any interest or penalties which may be
payable as a result of contesting such claim, and (y) if the Lessor designates that
such contest is to be initiated by the payment of, and the claiming of a refund
for, such taxes or other amount, the Lessee shall have advanced to the Lessor
sufficient funds {on an interest-free basis and, if such advance results in taxable
income to the Lessor, on an after-tax basis) to make such payment.

The Lessor may (following receipt of the documents referred to in sub-clause
(ii) above) elect not to contest pursuant to sub-clause (ii) above, but such
election shall constitute a waiver by the Lessor of any right to payment or
indemnification pursvant to Clause 32 or 33 with respect to the adjustment
which was the subject of such proposed contest and, if the Lessee has
theretofore paid such amount or provided the Lessor with funds to pay such
amount, the Lessor shall, so long as no Event of Default (or event of which
with the giving. of notice for making of a determination or passage of time
would constitute an Event of Default) shall have occurred and be continuing,
promptly repay such funds, together with interest thereon at the same rate of
interest as that paid, or which would have been paid, by Lessee in funding such
payment of taxes, or other amount to the Lessee. ‘

If the Lessor shall obtain a refund of all or any part of any taxes or other amount
which the Lessee shall have paid for the Lessor or in respect of which the
Lessee shall have made a payment to the Lessor, the Lessor shall, so long as no
Event of Default (or event of which with the giving of notice for making of a
determination or passage of time would constitute an Event of Default) shall
have occurred and the continuing, promptly pay to the Lessce an amount which,
after subtracting any further tax savings or benefit realised by the Lessor as 2
result of the payment thereof, is equal to the sum of the amount of such refund,
plus any interest received on such refund fairly attributable to an y taxes or other
amount paid by the Lessee or with the funds provided by the Lessee prior to the
receipt of such refund; Provided that any such payment by the Lessor shall
leave the Lessor in no more and no less favourable position than it would have
been in had the Lessee not been required to make any payment in respect of
such taxes or other amount pursuant to Clause 32 or 33.
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Section 13
MISCELLANEOUS

Further Assurance

Each party agrees from time to time to do and perform such other and further acts and
execute and deliver any and all such other instruments as may be required by law or
reasonably requested by the other party to establish, maintain and protect the rights and
remedies of each party and to camry out and effect the intent and purpose of this
Agreement.

The Lessee acknowledges that the Lessor intends to enter into financing arrangements
with respect to the Aircraft and that as part of such arrangements:

() the Aircraft may be transfemred to another company (including a specia! purpose
company);

' (ii)  the parties providing finance with respect to the Aircraft (the "Financiers")

require that the Pledge be granted in their favour and registered in the State of
Registration; and

(ili)  the Financiers may require to be included within the definition of Indemnified
Parties and to be named as loss payees and additional named insureds pursuant
to the Insurances. -

The Lessee agrees that it will enter into such amendments or supplements to this
Agreement and take such other action as may be reasonably requested by the Lessor or
the Financiers in order to implement the above matters and in order to provide the
Financiers and the Lessor of the Aircraft with such protection and rights as they may
reasonably request.

The Lessor shall bear all reasonable expenses in connection with such amendement or

supplements to this Agreement or actions performed by the Lessee pursuant to the
request of the Lessor., :

Substitute Performance

Without prejudice to the provisions of Ciause 15.9, if at any time the Lessee fails to do
or cause to be done anything which it is obliged to do or cause to be done under this
Agreement or to make any payment which it is obliged to make under this Agreement
(other than a payment to the Lessor) and an Event of Default shall have occurred and be
continuing, the Lessor shall (after notifying the Lessee that it intends to do or cause to
be done the act or matter in question and the Lessee not taking action itself) be at liberty
to do or cause to be done that thing or make or cause to be made that payment itself.

The Lessee shall not cease to be in breach of or default under any of its obligations

under this Agreement by reason of anything done or caused to be done or any payment
made or caused to be made by the Lessor pursuant to Clause 37.1.

The Lessee shall pay to the Lessor on demand any and all costs and expenses incurred
by the Lessor in or in connection with its doing or causing to be done anything pursuant
to Clause 37.1 and shall reimburse the Lessor on demand for any payment made or
caused to be made by the Lessor pursuant to Clause 37.1. Any such demand of the
Lessor shall be accompanied by particulars (in recasonable detail) of the payment in
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respect of which the demand is made.

Remedies and Waivers .

The rights, powers and remedies of the parties provided for in this Agreement are
cumulative and not (nor to be construed so as to be) exclusive of any rights, powers or
remedies provided by law.

No failure by either of the partics to exercise nor any delay on the part of either of the
parties in exercising any right, power or remedy provided for in this Agreement or by

" law shall be or be construed to be a waiver thereof nor shall any single or partial

exercise of any such right, power or remedy preclude any further or other exercise of
the same right, power or remedy or any exercise of any other such right, power or
remedy. :

Partial Invalidity

If at any time any provision hereof is or becomes illegal, invalid or unenforceable in any
respect under the law of any jurisdiction, neither the legality, validity of enforceability
of the remaining provisions hereof nor the legality, validity or enforceability of such
provision under the law of any other jurisdiction shall in any way be affected or
tmpaired thereby. -

Limitation on Recourse

The Lessee hereby irrevocably and unconditionally waives any right, claim or action
which it may have against the members of the Lessor in respect of any right, claim, or
action which the Lessee may have against the Lessor arising out of this Lease, any of
the other Lease Documents or any of the transactions or matters contemplated or
referred to therein. ,

Amendments

This Agreement may not be varied save by a document duly executed on behalf of both
the Lessor and the Lessee.

Notices.

Each communication to be made hereunder shall be made in writing but, unless
otherwise stated, may be made by telex, facsimile or letter.

Any commutication or document to be made or delivered by one person to another
pursuant to this Agreement shall (unless that other person has by fifteen days' written
notice to the first mentioned person specified another address) be made or delivered to
that other. person at the address identified with its execution of this Agreement and shall
be deemed to have been made or delivered (in the case of any communication made by
telex) with a correct answerback received, (in the case of any communication by
facsimile) upon receipt of transmission in legible form or (in the case of any
communication by letter) when left at that address or (as the case may be) ten days after
being deposited in the post postage prepaid airmail and duly registered, in an envelope
addressed to it at the address and in the case of facsimile a copy thereof shall be
despatched by post if the recipient so requests. '
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Benefit of Agreement

This Agreement shall bind and enure to the benefit of the Lessor and the Lessee and
their respective successors and assigns. =~

The Lessee may not assign or otherwise transfer all or any of its rights or obligations
under this Agreement without the prior written consent of the Lessor.

The Lessor may assign or transfer any or all of its rights under or pursuant to this
Agreement without the consent of the Lessee,

Costs and Expenses

The Lessee shall on demand pay to the Lessor against appropriate evidence thereof, all
reasonable expenses in connection with any variation, consent or approval requested by

the Lessee in respect of this Agreement or any of the other Lease Documents or in
connection with the enforcement of any thereof. . .
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.Section 14

REDELIVERY

45. Redelivery |

45.1 At the end of the Lease Term (other than following a Total Loss) , the Lcss;e shall
redeliver the Aircraft to the Lessor (or its nominee) in such a way as to satisfy the
conditions set out in Clause 45.3, at Toulouse Blagnac airport, France.

The Lessee will have the choice to either (i) have the assistance at no additional charge
from Lessor, consisting in a qualified ATR crew member during the ferry
flightfromBangkok to Toulouse, or (ii) to share the reasonable cost of such ferry flight
conducted by the Lessee, excluding the expenses for the Lessee personnel.

This choice shall be notified in writing by the Lessee to the Lessor no later than six (6)
months before such redelivery. A

The flight duty schedule of said crew member must comply with the Frénch
regulations. .

All the costs corresponding to the ATR crew travelling, living and accomodations shall
be borne by Lessee directly. :

45.2 If the Lessee is required to redeliver the Aircraft to the Lessor pursuant to this
Apgreement then it shall ensure that:

(i) the Aircraft shall be in such condition and all modifications and maintenance
shall have been performed in such a manner as to demonstrate that the Lessee
has in all material respects complied with its obligations contained in this
Agreement; :

(ii) the Aircraft shall be (i) in as good an operating condition as when delivered to
the Lessee under this Agreement, ordinary wear and tear excepted, and free of
all corrosion (other than the tolerances provided in the technical publications of
the Aircraft) and (ii) free and clear of all Liens other than Lessor's Liens;

(i)  alt Manuals and Technical Records evidencing compliance throughout the Lease
Term with the provisions of Clauses 9, 10 and 11 shall be delivered to the
Lessor; .

(iv)  the conditions set forth in Schedule 3 shall be comptied with fully;

(v} the Aircraft shall have a valid Centificate of Airworthiness released by the
Aviation Authority; and : :

(vi)  the Aircraft shall have incérporated any mandatory Service Bulletin and
Airworthiness Directive which are expired at the date.

45.3  On the date on which the Lessee is required to redeliver the Aircraft to the Lessor
pursuant to Clause 45.1 (the "Redelivery Termination Payment Date"), the
Lessee shall pay the Lessor the sum of: :

(i) al] Lease Payments which have at the Redelivery Termination Payment Date
fallen due but not been paid under this Agreement; and
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all other amounts (if any) that have become due and payable at the Redelivery

Termination Payment Date under this Agreement or under any other Lease
Document;
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Section 15
LAW AND JURISDICTION
Law and Jurisdiction

This Agreement shall take effect under and be governed by and construed in accordance
with the iaws of England.

The parties hereto irrevocably agree for the benefit of each other party that the courts of
England shall have jurisdiction to hear and determine any suit, action or proceeding,

and to settle any disputes, which may arise out of or in connection with this Agmcme_nt

and, for such purposes, irrevocably submits to the jurisdiction of such courts.

The parties hereto irrevocably waive any objection which they might now or hereafter
have to the courts referred to in Clause 46.2 being nominated as the forum to hear and
determing any suit, action or proceeding, and to settle any disputes, which may arise
out of or in connection with this Agreement and agree not to claim that any such court is

'not a convenient ot appropriate forum.

The Lessee agrees that the process by which any suit, action or proceeding is begun
may be served on it by being delivered in connection with any suit, action or proceeding

in England to Holman Fenwick & Willan, Marlow House, Lloyds Avenue, London -

EC3N 3AL or its other principal place of business in England for the time being.

The submission to the jurisdiction of the courts referred to in Clause 46.2 shall not (and
shall not be construed so as to) limit the right of any party to take proceedings against
other parties in any other court of competent jurisdiction nor shall the taking of
proceedings in any one or more jurisdictions preclude the taking of proceedings in any
other jurisdiction, whether cancurrently or not. '

The any party hereby consents generally in respect of any legal action or proceeding
arising out of or in connection with this Agreement to the giving of any relief or the
issue of any process in connection with such action or proceeding including, without
limitation, the making, enforcement or execution against any property whatsoever
(irrespective of its use or intended use) of any order or judgment which may be made or
given in such action or proceeding.

To the extent that cach party may in any jurisdiction claim for itself or its assets
immunity from suit, execution, attachment (whether in aid of execution, before
judgment or otherwise) or other legal process and to the extent that in any such
Jurisdiction there may be attributed to itself or its assets such immunity (whether or not
claimed), the parties hereby irrevocably agrees not to claim and hereby irrevocably
waives such immunity to the full extent permitted by the laws of such jurisdiction,

Counterparts

- This Agreement may be executed in any number of counterparts and any single

counterpart or set of counterparts signed in either case by both of the parties hereto shall
be deemed to constitute a full and original agreement for ali purposes.

IN WITNESS whereof the parties hereto have caused this Agreement to be executed the day
and year first before written. .

-
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SCHEDULE 1

1. Aircraft and Engines

Aircraft: One (1) ATR 72-202 Aircraft/Manufacturer's Serial No.: 477
Engines : Two (2) Pratt and Whitney Canada PW 124B

2.  Technical Specification
The Aircraft is a twin turboprop aircraft powered by Pratt and Whitney Canada PW 124B

engines, manufactured by ALENIA and AEROSPATIALE in accordance with the ATR 72-202
Technical Specification, GATR No.497.300/88 dated December 1989, representing the

_standard aircraft. The Aircraft shall also incorporate the following Options and Specification

Change Notices: _
OPTIONS & SCN

03-1007 OPTIONAL DESIGN WEIGHT CONFIGURATION
03-1021 MTOW INCREASE (22,000 KG)
03-1022 MZFW INCREASE (20,000 KG)
11-0060 EXTERIOR DECORATION
11-1115 MULTILANGUAGE INTERIOR PLACARDS (ENGLISH/THAI)
21-1004 COCKPIT FORCED VENTILATION -
22-1006 CAT I AFCS 1
23-1004 SINGLE COLLINS HF INSTALLATION
23-1011 PASSENGER ADDRESS TAPE REPRODUCER
23-1080 FRONT CABIN ATTENDANT HANDSET
25-1019 TOILET OCCUPIED SIGN ,
25-1021 WINDOW BLINDS
25-1070 CABIN HARMONY
25-1077 PASSENGERS LIFE VEST
25-1194 D TYPE PASSENGER SEATS (MARK IV-SPECIAL ATR)
25-1264 PASSENGER SEAT IDENTIFICATION (B TYPE
25-1623 IN ARM TABLES-ON FRONT SEATS '
25-1691 ICE UNIT INSTEAD OF STANDARD UNIT
25-1724 70 PAX AT 30/29 INCH PITCH INTERIOR CONFIGURATION
25-1816 A+DTYPE MODULAR GALLEY EQUIPMENT (A05/10-D01/10)
25-1818 A+D TYPE MODULAR GALLEY INSTALLATION (A05/10-D01/10)
25-1940 NEW LOOK CABIN INTERIOR
30-1024 INBOARD WING DE-ICING
31-1003 SUNDSTRAND DFDR
34-1002 SECOND COLLINS ATC
34-1006 SECOND COLLINS ADF
34-1010 SECOND COLLINS DME
34-1012 COLLINS RADIO COMM/RADIONAYV EQUIPMENT
34-1028 FIFTH SHELF INSTALLATION
34-1119 TWO COLLINS MODE S TRANSPONDER
34-1133 SINGLE KING KLN90A GPS INSTALLATION
(COUPLED WITH EFIS & AFCS) :
51-1065 ADDITIONAL PROTECTION
53-1140 COMFORT KIT IMPLEMENTATION
72-1017 ENGINE MAX CONTINOUS RATING INCREASE
74-1001 DOUBLE IGNITION SYSTEM
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SCHEDULE 2

Form of Aircraft Acceptance Certificate

Aircraft Acceptance Certificate dated 29 November, 1996 pursuant to an Agreement dated 29
November, 1996, (the "Aircraft Lease Agreement") between G.LE. Dorabella as Lessor
and Bangkok Airways Co. Limited as Lessee,

Terms used herein shall have the meaning given to such terms in the Aircraft Lease Agreement

_in accordance with the terms thereof.

1. The Lessee confirms that the Aircraft (including the Engines) specified below together
with the Manuals and Technical Records have been delivered by the Lessor to the
Lessee and imrevocably accepted by the Lessee from the Lessor as of 29 November
1996 in a condition and otherwise all in accordance with the Aircraft Lease Agreement.

_ 2.  The Lessee confirms that on the aforesaid date of delivery the Aircraft (including the

Engines) became subject to and govemed by the provisions of the Aircraft Lease

Agreement.

3. The Lessee confinns that as at the date hereof:
(i) = no Event of Default (or any event which with the passage of time or making of a
determination would or might become an Event of Default) has occurred and is
continuing; and

(ii)  the representations set out in Clause 20.1 of the Aircraft Lease Agreement are
true and accurate.

Aircraft

Description:  One (1) ATR 72-202 Aircraft
Manufacturer's Serial No.: 477
Engines :

Description:  Two (2) Pratt and Whitney Canada PW 124B

Position 1 (LH) Position 2 (RH)
MSN: 124662 MSN: 124663
SIGNED

by

for and on behalf of
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SCHEDULE 3

Return Condition

GENERAL CONDITIONS

On redelivery to the Lessor the Aircraft shall be in as good a condition as at Delivery
and shali, among other things:

(a)  bein a good operating and maintenance condition by normal airline standards,
with all of the Aircraft equipment, components, systems, parts and each engine
and propeller functioning in accordance with their intented use irrespective of
deviations or variations authorized by the Master Minimum Equipment List

(MMEL), . : :

()  beclear fromall Airworthiness Directives and mandatory SB’s published prior
to execution of this Purchase Agreement and the compliance date.of which falls
before redelivery

(c)  bein aclean condition (ordinary wear and tear excepted); and be in a condition
permitting commesrcial fp::sseugcr and cargo revenue service under the applicable
operating regulations of the Aviation Authority having jurisdiction;

(d)  exceptas 'may be provided for in this Agreement or otherwise agreed by the
Lessor, have the same configuration as at Delivery; -

(¢)  have installed the original Engines and the same Parts as at Delivery subject only
to replacement, alterations and modifications which may have been made
_pursuant to and in accordance with this Agreement; |

H have no outstanding maintenance or repair requirements still to be performed
pursuant to Clause 9.1;

(g) ' the Lessee shall pay the Lessor a lump sum of USD 35,000 (expressed in year
2003 economic conditions) upon redelivery of the Aircraft for the repainting in
plain white livery;

(h) have flown not more than one hundred (100) Flight Hours since its last "C"
check; and

(i) except as may be agreed before redelivery between the Lessor and Lesses, in the
- " event that the Lessee installs; at its own expense, a Traffic Collision Avoidance
System (“TCAS”} in the Aircraft during the Lease Term, the Lessee will have
the right to remove such TCAS equipment from the Aircraft prior to redelivery
provided that no damage to the Aircraft or any Part shall be incurred as a resuit

and provided further that no Event of Default has occurred or is continuing.

AIRFRAME

Fuselage

(a) The fuselage shall be free of scab patches, loose or pulled or missing rivets,
dents, abrasion, delamination and corrosion.

4
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(b} The doors shall be Corrccfly rigged, frcc mdving and fitted with serviceable
seals, -

(c) The windows shall be properly sealed and free of crazing, delamination and
blemishes. :

Wings and empennage

(a) The wings, flaps and empennage shall be free of scabs, patches, dents,
abrasion, delamination and corrosion.

(b)  The wings and the horizontal stabiliser as the case may be, shall be free of any
fuel and fluid leaks.

(c)  All unpainted cowlings and fairings shail be duly protected and polished.

(d)  Fuel tanks shall show no sign of contamination and corrosion and a tan
 treatment programme shall be currently valid, ‘

Cargo compartments

(@)  All protective side and floor panels shall be in good condition.

(b)  All components shall be in good operating condition.
(c)  All nets shall be in good condition.
Interior and configuration

(a)  The galleys and associated equipment shall be in good operating condition and
comply with the Aviation Authority's fire resistance regulations applicable to the
Aircraft. : .

1) All seats shall be serviceable, and in good appearance and condition, recovered
if necessary .

(¢ Al carpets, fabrics and seat covers shall be in good condition, clean and stain
free and meet the Aviation Authority’s fire resistance regulations applicable to
the Aircraft. '

(d) The toilet waste bins shall be fireproof and have an automatic fire extinguishing
system installed. '

(e)  Bulkhead panels, sidewalls and ceilings shall be clean, free of stains and cracks
and meet the Aviation Authority's fire resistance regulations applicable to the
Aircraft.

(D All emergency equipment shall be installed and for those having a calendar life,
shall have a minimum of one year or fifty per cent (50%) of the total approved
life, whichever is less, remaining.

(8)  All cabin signs shall be legible and clean.

(h) If required by the Lessor the cabin shall be properly decontaminated and
disinfected. ' |
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Cockpit )
(@  The cockpit panel layout shall be the same as at Delivery.

(b)  The panels and instruments shall be clean,

() The floor coverings shall be in good condition, clean and effectively sealed.

(d)  The flight crew seats shall be serviceable and clean. They will comply with the
. Aviation Authority's fire resistance regulations applicable to the Aircraft.

() All emergency and loose equipment shall be installed and in operating condition.

Components

(a) cach life limited .component (excluding engine discs) shall bave a minimum of
fifty percent (50 %) of the total life remaining in accordance with the approved
Maintenance Programme,

()  each hard time componeat shall have a minimum of 50% of time remaining in
accordance with the approved Maintenanee Programme,

(c)  ecach calendar limited component shall have not less than six (6) month
remaining to the next scheduled removal in accordance with the approved
Maintenance Programme,and

(d)  each “on-condition” component shall be serviceable.

Any variation from the above indicated status shall be compensated in a value that shall
be determined between the parties according to the industrial standard rules.

Landing gears and wheel wells

(a) The l'an'ding gears shall be in good operating condition and free of hydraulic
finid leaks and corrosion. :

(b)  The landing gears wheel wells shall be ciean, free of hydraulic fluid leaks and
corrosion,

(¢)  All markings and decals shall be clean and legible.

ENGINES

Each of the Engines shall be returned in a serviceable condition with no more than mid-
ttme with respect to the TBO (time before overhaul) published in the Pratt & Whitney
Engine Maintenance Manual for the PW 124, as may be amended from time to time.

DOCUMENTATION

At the time of any such return of the Aircraft, the Lessee shail deliver to the Lessor the
Manuals and Technical Records listed in the Manufacturer Agreement (including current
revisions thereto). It is recognised that the Aircraft documentation may be titled or
described differently than when the Aircraft was originally delivered to the Lessee
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- pursuant to the Agreement due to the Lessee’s method of maintajning the Aircraft

documentation. :

Accordingly, the information described in the Aircraft documentation shall be provided
to the Lessor at time of such return of the Aircraft in the form and manner under which
the Lessee maintains such information and shall include data peculiar to the Aircraft.
The Lessee shall provide the Aircraft documentation in English. All Aircraft
documentation provided at the time of such return of the Aircraft shall be listed and
described by the Lessee's title or description. The [.essee shall ensure that all Aircraft
documentation shall be in good condition, readable and capable of being reproduced
using standard reproduction processes, complete and up to date in accordance with
industry standards.

The Lessee shall also provide advance copies of any of the Aircraft documentation and
at the time of such return shall update it, as the Lessor may request in order to facilitate
planning or accomplishing recentification, modification, return, lease or other .
disposition or utilization of the Aircraft.

At any time up-to one (1) year after any such return of the Aircraft, the Lessor shall
have the right to request and the Lessee shall promptly upon receipt of such request,
provide at least one (1) copy each of any available documents and data requested by the
Lessor, including revisions thereto, which the Lessee has received in connection with
the support of the Aircraft (the “Lessee Documentation') and which cannot be obtained
by the Lessor. N\ -

All documents and equipment delivered to the Lessor pursuant to this Schedule shall
thereupon become the property of the Lessor.

MAINTENANCE STATUS OF THE AIRCRAFT ON REDELIVERY
Engines

The Aircraft shall be capable of centificated, full rated performance without limitations
throughout the entire operating envelope as defined in the airplane flight manual.
Performance compliance will be demonstrated at the time of the acceptance flight test
and/or, at the Lessor's option, by on-wing static inspection and testing of the
powerplants (engines, nacelles and accessories) in accordance with the Engine
maintenance manual.

Service Bulletin Kits

All vendor and manufacturer's no charge service builetin kits ordered and received for
the Aircraft but not installed at the time of redelivery shall be provided to the Lessor at
no ‘additional charge as part of the Aircraft. Such kits shall be loaded on board the
Aircraft as cargo on redelivery.

Corrective Action

Where the manufacturer or supplier of the Airframe, Engines, or any Part recommends
alternative corrective action or inspection to control the effects of corrosion and/or
agetng, the appropriate corrective action shall have been taken provided that it can be
accomplished during the scheduled maintenance visits prior to redelivery.

Loose Equipments
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At redelivery the Lessee shall deliver to the Lessor on board the Aircraft the components
listed in the Loose Equipment List.

5.5 Miscellaneous

Any standard or requircment that the Aircraft has to meet or satisfy shall be judged
against the maintenance manual or any other relevant technical publication of the
Aircraft if a tolerance is quoted therein therefor.
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SCHEDULE 4

Con(iitions Precedent

The Lessor shall have received not later than the second Business Day prior to the Delivery
Date in form and substance satisfactory to it:

1.

10.

IT.
12.

13.

A copy, certified a true copy by the Ministry of Commerce of the constitutive
documents of the Lessee and a list of shareholders of the Lessee.

A certificate of a duly authorised officer of the Lessee setting out the names and
signatures of the persons authorised to sign on behalf of the Lessee the Lease
Documents. :

A copy, certified a true copy by a duly authorised officer of the Lessee, of each
consent, authorisation or approval of any government agency or of any trustee
or holder of any indebtedness or obligations of the Lessee which is required in
connection with the execution, delivery and performance of this Agreement and
the other Lease Documents.

An insurance and reinsurance broker's certificate addressed to the Lessor
evidencing that the insurance required by Clause 15 is in full force and effect,
specifying the insurers with whom such insurance is carried and including a
Letter of Undertaking from the Lessee's insurance brokers in form and
substance acceptable to the Lessor.

A duly executed original of each of the Lease Documents.

A certified true copy of the of the financial statements of the Lessee together |
with the notes attached thereto for the last financial year.

A certificate of the Lessee, addressed to the Lessor and dated the Delivery Date,
confirming that as at such date, no Event of Default (or event which with the
passage of time or making of a determination would or might become an Event
of Default) has occurred and is continuing.

Confirmation that the representations set out in Clause 20.1 shall be true and
accurate by reference to facts and circumstances subsisting at the Delivery Date.

A legal opinion of special counsel to the Lessee in Thailand addressed to the
Lessor, in relation to the Lease Documents.

Copies of the Lessee's Air Transport Licence and Air Operator's Certificate
issued by the Aviation Authority, such certificates of maintenance as are
required by the Aviation Authority for use of the Aircraft for the public transport
of passengers or cargo, each duly certified by an officer of the Lessee.

Reécipt by the Lessor of the Security Deposit and first Lease Payment:

Evidence that the Aircraft has been or will be registered in accordance with the
provisions of Clause 12.

A certificate from the Security Trustee addressed to the Lessor confirming that
all conditions precedent specified in the Loan Agreement have been satisfied in
full or waived in writing by the Security Trustee.



14, Any other documents which the Lessor may require.

ROUUINYUINNS .
ANRINTUNIINENRE
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SCHEDULE 5
DELIVERY PROCEDURE
LESSEE'S ACCEPTANCE

Lessee's acceptance tests of the Aircraft shall take place at AEROSPATIALE's works
in TOUL.OUSE (FRANCE) contemporaneously with the delivery of the Aircraft to the
Lessor. The tests shall be carried out by Manufacturer's personnel. If Lessee so
wishes, one (1) representative of Lessee's flight personne] may be present as observer
and have a seat in the cockpit. A maximum of two (2) representatives of Lessee having
only access to the passenger cabin, may participate in such acceptance tests, During thlc
flight, these representatives shall comply with the instructions of Manufacturer's
representatives.

Prior to the delivery of the Aircraft to Lessee, the parties shall agree on a customer's
acceptance procedure and the successful compliance with said procedure shall be
deemed to demonstrate compliance with this Agreement.

Manufacturer shall give to Lessee and Lessor not less than thirty (30) days notice in
writing of the proposed time for such tests.

Lessee agrees to attend the Aircraft acceptance tests at the date notified by
Manufacturer. Should Lessee without reasonable cause fail to attend the tests, then
Manufacturer shall complete them in the absence of Lessee to the extent originally
agreed between Lessee and Manufacturer. After successful completion of the tests,
Lessee shall be deemed to have accepted the tests as satisfactory in all respects.

In the course of the acceptance tests, Manufacturer, at its own expense, shali fly the
Aircraft to be delivered for an aggregate period of time not exceeding two (2) hours.
Such time may, if necessary, be modified for a successful performance of the
acceptance procedure, at Lessee's request and after agreement of both parties, The
acceptance tests shall demonstrate to Lessee the satisfactory functioning of the Aircraft

and its equipment.

Upon successful completion of the Aircraft acceptance tests, Lessee shall give to
Lessor a signed Centificate of Acceptance in the form as set out in the Aircraft Lease
Agreement and in triplicate which shall constitute technical acceptance of the Aircraft by
the Lessor for the purpose of the purchase agreement of even date herewith (the
“Purchase Agreement”) between Manufacturer and the Lessor with respect to the
Aircraft, and Lessee shall deliver a certificate of acceptance to Lessor which shali -
constitute technical acceptance of the Aircraft by Lessee for the purpose of the Aircraft
Lease Agreement.

Should Lessee fail to deliver said Certificate within six (6) days after successful
completion of such tests, Lessee shall be deemed to be in defauit, and the Aircraft shall
be deemed accepted by Lessor from Manufacturer, and by Lessee from Lessor for the
purpose of the Alrcraft Lease Agreement. Lessor shall be entitled to claim and Lessee
shall pay to Lessor damages calculated as follows; zero-point-zero-five-percent
(0.05%) of the Year 1 Assumed Value , as per Schedule 6 of the Aircraft Lease
Agreement, per day of delay in delivering said Certificate of Acceptance from the
seventh (7th) day upon successful completion of the Aircraft acceptance tests.

Manufacturer shall be entitled without payment or other liability to Lessee to use the
Aircraft prior to its delivery for such flight tests as may be necessary o obtain the
Certificate of Airworthiness for Export (referred to in Clause S hereof) for the Aircraft
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and such use shall not change Lessee's obligation to accept delivery of the Aircraft
hereunder.

LESSEE SHALL INDEMNIFY AND HOLD HARMLESS MANUFACTURER AND
LESSOR'S EMPLOYEES (THE “LESSOR PARTIES") AGAINST ALL

LIABILITIES, DAMAGES, LOSSES AND JUDGMENTS, COSTS, ATTORNEYS'

FEES AND OTHER EXPENSES RELATIVE THERETO WHICH MAY BE
ASSERTED, ASSESSED OR ACCRUED AGAINST THE LESSOR PARTIES BY
REASON OF INJURY TO OR DEATH OF LESSEE'S PERSONNEL ARISING
QUT OF OR IN CONNECTION WITH THE TESTS ON GROUND OR IN FLIGHT
PROVIDED FOR IN THIS CLAUSE, EXCEPT IN CASE OF GROSS
NEGLIGENCE OR WILLFUL MISCONDUCT OF THE LESSOR PARTIES.

LESSOR SHALL INDEMNIFY AND HOLD HARMLESS LESSEE AND LESSEE'S
EMPLOYEES (THE “LESSEE PARTIES") AGAINST ALL LIABILITIES,
DAMAGES, LOSSES AND JUDGMENTS, COSTS, ATTORNEYS' FEES AND
OTHER EXPENSES RELATIVE THERETO WHICH MAY BE ASSERTED,
ASSESSED OR ACCRUED AGAINST THE LESSEE PARTIES BY REASON OF
INJURY TO OR DEATH OF LESSOR'S PERSONNEL ARISING OUT OF OR IN
CONNECTION WITH THE TESTS ON GROUND OR IN FLIGHT PROVIDED
FOR IN THIS CLAUSE, EXCEPT IN CASE OF GROSS NEGLIGENCE OR
WILLFUL MISCONDUCT OF THE LESSEE PARTIES.

IN THE EVENT ANY CLAIM IS MADE OR SUIT IS BROUGHT AGAINST
EITHER PARTY FOR DAMAGES FOR DEATH OR INJURY, THE PARTY
AGAINST WHOM CLAIM IS MADE OR SUIT IS BROUGHT SHALL
PROMPTLY GIVE NOTICE TO THE OTHER PARTY AND THE LATTER SHALL
HAVE THE RIGHT TO SUPERVISE AND CONDUCT THE DEFENCE
THEREOF, OR TO EFFECT ANY SETTLEMENT WHICH 1T, IN ITS OPINION,
DEEMS PROPER. -

DELIVERY

Subject to the provisions of this Agreement, Manufacturer shall have the Aircraft ready
for delivery to Lessor, Lessor shall have the Aircraft ready for delivery 1o Lessee, and
Lessee shall take delivery of the Aircraft in TOULOUSE (FRANCE) on 29 November
1996 or within 30 days of such date (the “Scheduied Delivery Date™).

Lessee shall send representatives to said AEROSPATIALE's works to collect the
Aircraft within seven (7) days after Lessee's Acceptance of said Aircraft. Lessee shall
make direct arrangements with the supplying Companies for the fuel and oil required
for the post-delivery flights. Should Lessee fail to collect the Aircraft as aforesaid,
Lessee shall be liable and reimburse Lessor for all costs and expenses suffered or
sustained by Lessor and resulting from any such delay in collecting the Aireraft.

In accordance with French Law the export of the Aircraft covered by this Lease
Agreement may be subject to the issuance of export licences by the French Authorities.
Lessor shall obtain such licences in due time.
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EXCUSABLE DELAY AND DAMAGE PRIOR TO DELIVERY

Lessor shall not be responsible nor be deemed to be in default and in particular shall
not be liable to penalty on account of delays in the performance of this Agreement due
to causes beyond Lessor's or Manufacturer's control and not occasioned by Lessor's
or Manufacturer's fault or negligence, including but not limited to: acts of God, war or
civil or foreign armed aggression, insurrections or riots, fires, floods, explosions,
carthquakes or serious accidents, epidemics or quarantine restrictions, any act of
Government, strikes or labour troubles causing cessation, slowdown or interruption of
work, failure of a sub-contractor or vendor to fumish supplies or parts, delays in
delivery of said supplies or parts subject to Manufacturer's orders to subcontractors or
suppliers having been placed in due time, unfayourable atmospheric condition for air
navigation during flight tests, loss of, damage to, destruction of or accident involving
the Aircraft prior to delivery or Government requisition, restrictions, regulations or
decrees relative to the supplies and delay in or failure of obtaining equipment furnished
by Lessee, ;

Lessor and/or Manufacturer shall as soon as practicable after becoming aware of any
delay falling within the provisions of this Clause notify Lessee of such delay and of the
probabie extent thereof and subject as hereinafter provided, shall as soon as practicable
after the removal of the cause or causes for delay resume performance under this
Agreement. ‘ :

In the event that the delivery of the Aircraft shall be delayed by reason of any one or
more of the causes described above for a period of more than twelve (12) months after
the end of the calendar month in which delivery is otherwise required hereunder, either

shall be entitled to terminate this Agreement upon written notice given to the other
within thirty (30) days after the expiration of such twelve (12) months period. Such
termination shall discharge the parties of all obligations and liabilities hereunder with
respect to such undelivered Aircraft and Lessor shall repay to Lessee the entire amount
of any advance payments received from Lessee hereunder (including for the avoidance
of doubt the Security Deposit) with respect to such undelivered Aircraft.

In the event that prior to delivery the Aircraft is lost, destroyed or damaged beyond
repair and consequently cannot be delivered on the Scheduled Delivery Date, this
Agreement shall be terminated as to any such Aircraft. Any termination under this
Clause shall discharge the parties of all obligations and liabilities with respect to such
Aircraft, services, data or other items applicable thereto and to be furnished hereunder.

However, Lessor shall reimburse to Lessee the entire amount of any advance payments
received from Lessee hereunder, or pursuant to the Aircraft Lease Agreement
(including for the avoidance of doubt the Security Deposit), with respect to such
undelivered Aircraft for which this Agreement is so terminated.

NON-EXCUSABLE DELAY

Should the Aircraft not be delivered to Lessee within five (5) days after the Scheduled
Delivery Date specified above (us varied where appropriate by virtue of the provisions
hereof) and defined hereinafier the “Grace Period”, Lessee shall, in respect of any
subsequent delay in the delivery of said Aircraft, have the right to claim and Lessor
shall pay or credit to Lessee in lieu of payment to the Lessor liquidated damages in the
amount of five thousand one hundred sixty-six Dollars (USD 5,166) per day of delay
after the Grace Period.

The total amount of such liquiduted damages shall in no event exceed three hundred ten -
thousand Dollars (USD 310,000).
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Lessee's right to recover such damages is conditional upon a claim being submitted in
writing to Manufacturer and the Lessor by Lessee not later than the expiration of the
thictieth (30th) day after the Scheduled Delivery Date.

Should a non-excusable delay in delivery of the Aircraft exceed three (3) months,

Lessee shall have the right to terminate this Agreement.

Lessee shall give written notice to Manufacturer and Lessor of such termination within
thirty (30) days after the expiration of such three (3) months, whereupon Lessor shall
reimburse to Lessee all sums previously paid to Lessor in relation to the Aircraft.

Manufacturer and Lessor shall not under any circumstances have any liability
whatsoever in respect of non-excusable delay in delivery other than the liability set
forth in this Clause 4.
CERTIFICATION

Manufacturer shall, on behalf of th;: Lessor, obtain from the "Direction Générale de
I'Aviation Civile” (D.G.A.C.) of the Transport Ministry of France and from the

“Registro Aeronautico Italiano” (R.A.L) of Italy the Type Certificate for the ATR 72-

200 Aircraft leased under this Agreement.
In addition, Manufacturer shall, on behalf of the Lessor :

(i)  obtain for the Aircraft a Certificate of Airworthiness for Export issued by the
D.G.A.C. in accordance with the agreements signed between the D.G.A.C. and
the Thai C.A.A. ‘

(it  assist Lessee prior to delivery in obtaining other operational and certification
requirement requested by Lessee to operate the Aircraft in Lessee's country.
Lessee shall cooperate with Manufacturer in complying with the foregoing
requirement. All certificates shall be supplied either in the English language or
translated in English from the French language in the event the D.G.A.C. issues
its documents in the French language. '
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SCHEDULE 6
INSURANCE

Year -~ Assumed Value
) , for insurance purposes(*)

USD 15, 400, 600
USD 14, 750, 000
USD 14, 050, 000 _
USD 13, 250, 000 -
USD 12, 450 ,000
USD 11, 550, 000
USD 10, 600 ,000

Y. NV RPN

(*) The insurance provisions of this Lease Agreement require the Lessee to insure for 113% of
the Assumed value.



294

i
' - SCHEDULE 7
'PRICE REVISION FORMULA

All Lease Payments stipulated in Clause 3.1 have been established in accordance with the
economic conditions prevailing for delivery of the Aircraft in November 1996.

| . In case of delivery of the Aircraft being postponed beyond such dates, these values shall be
adjusted in accordance with the following revision formula :

! - R= R, K (0.85 L/L, + 0.15 M/M,)

where:
R are the revised rentals (or Alircraft revised price, as applicable).
R, are the corresponding basic rentals as stipulated in Clause 3.1.

L is the labor index entitled "Aircraft and Parts, Standard Industrial Classification 372,
Average Hourly Earnings” as published by the Bureau of Labor Statistics, U.S.
Department of Labor, for the sixth month preceding the month of effective
Aircraft delivery, in "Employment and Eamings" (Establishment Data - Hours and
Earnings Table C 2 - Gross hours and earnings of production or non-supervisory workers

| on private non-agricultural payrolls by industry-Transportation Equipmeat).

| Lo issaid index in May 1996. ‘
M is the material index entitled “Industrial Commodities” as published by the Bureau of Labor
Statistics, U.S. Department of Labor, for the sixth month preceding the month of
£ effective Aircraft delivery, in "Producer Prices and Price Indexes” (Table 6, Producer
price indexes for commodity groupings and individual items).
M, is said index in May 1996.

K =1.°
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LEASE PAYMENT ADJUSTMENT FORMULA
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nonth LIBOR equal to 6 % (percent) and shall be subject to upward or downward adjustment

variation thereof. The Lease payment values for each Lease Payment Date shall be fixed for
respective Lease Payment Period, two Business Days prior to the related Lease Payment

4 _.iod and will be calculated as follows:

UsD 77,000
USD 75,366
USD 73,673

I Lease Paymeat adjustment = . (L-X)xN
1' Adjusted Lease Payment = At x N
6
! :
"~ Where
., X is 6.00 %
' L means the USD six month LIBOR as published two Business Days prior to the
commencement of the respective Lease Payment Period.
A is _USD 885,000
N is  for the first Lease Payment Period
for the second Lease Payment Period
I for the third Lease Payment Period
' for the fourth Lease Payment Period

for the fifth Lease Payment Period
for the sixth Lease Payment Period
for the seventh Lease Payment Period
for the eighth Lease Payment Period
for the ninth Lease Payment Period
for the tenth Lease Payment Period

* for the eleventh Lease Payment Period

for the twelveth Lease Payment Period
for the thirteenth Lease Payment Period
for the fourteenth Lease Payment Period

USD 71,920
USD 70,101
USD 68,217

‘USD 66,265

USD 64,242
USD 62,146
USD 59,973
USD 57,723
USD 55,390
USD 52,973
USD 50,468



EXECUTION PAGE-

For and on behalf of

By:
Title:

Lessor's Communication Details:

Address

~ Attention
Telex °

Facsimile

For and on behaif of

Bys
" Tide:

Lessee's Communication Details

- Address

Attention

Fax
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