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SECOND MEMORANDUM
prepared jointly by
Airbus Industrie and The Boeing Company
on behalf of an

aviation working group

Re: Umidroit's Proposed Convention on International Interests in Mobile
Equipment/Certain Recommendations of, and Draft Supplementary
osed by, an Aviation Working Group

Introductory Comments

Reference is made to clauses 38 and 39 of the summary report (“summary report™)
prepared by the Unidroit Secretariat summarising the decisions taken by a sub-committee
of the Unidroit study group ("Unidreit") currently at work preparing a draft convention
on international interests in mobile equipment ("proposed convention") at its meeting
held 11-13 October 1995 ("QOctober meeting").

Unidroit has invited the aviation working group jointly organised by Airbus Industrie and
The Boeing Company ("aviation working group")!, through Mr. Jeffrey Wool2, to
propose the text of supplementary rules for aircraft and aircraft engines, designed to
reflect the special needs of the aviation finance community. Unidroit has asked that this
proposed text, which will be considered at Unidroit's April 1996 meeting, be prepared in a

1 The members of the aviation working group, listed alphabetically (with their nationalities noted parenthetically), arz:
Airbus Industrie {French, German, Spanish and UK consortium), Bangue Indosuez (French), Douglas Aircraft Company
{USA}, GE Capital Aviation Services, Inc. and GE Capital Aviation Services, Lid. {USA and J rish), Generat Electric
Aircraft Engines (USA), International Lease Finance Corporation {USA}, Kreditanstalt fir Wiederaufbau (Gem‘tan),
Rolls-Rayce plc (UK), Sncema (French), The Boeing Company (LISA). The Chase Manhattan Bank (USA), The Long-
Term Credit Bank of Japan, Ltd. (Japanese) and United Technologies Pratt & Whitney (USA). A brief description of the
members of the aviation working group and their aviationi-related businesses is set forth in Annex 4.

X%

Mr. Jeffrey Woot was recently appointed Unideoit's expert constltant on international aviation finance maliers. See
Clause 38 of the summary report. He is a parter in the London office of Perkins Cote, and is an Assistant Affiliale
Professor of Law at the University of Washington and Coordinstor of its Comparative Commerciat Law Institute,
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manner consistent with the aviation working group’s recommendations to date3, the
general structure of the proposed convention?, and further aviation industry consensus®.

The proposed draft aviation text ("aviation text") is attached to this second memorandum
("second memorandum”) as Annex 15 (and a copy of the aviation text marked to
indicate changes from the revised third draft is attached as Annex 2). The aviation text
builds upon the revised third draft and, except where necessary?, does not propose aircraft
specific rules. The aviation text was prepared and is being presented in this manner, and
not as a set of stand-alone supplementary rules applicable solely to aircraft equipment, in
view of the suggestion made at the October meeting that certain concepts being proposed

G

At Umidroit's request, the aviation werking group, through Airbus Industrie/The Boeing Company, submitied a
memorandum dated 15 May 1995 to Unidroit containing a broad set of recomuinendations on the proposed convention as
the same retates to aircraft equipment (“first memorandum"). Sce Unidroit, 1995, Study EXX11-Doc. 16, 1995, In
commenting on the revised draft of the proposed coavention (Unidroit, 1995, Study LXXI-Doc. 18, 1995 (“revised
second draft") in a memorandum dated 6 October 1995, the aviation working group made certain amendments to their
recommendations set in the first memorandum. See Unidroit, 1995, Study EXXH-Doc. 19 Add. 4, 1995,

-A drafting group ("drafting group") met in Oxford on 18-19 December 1995 to amend the revised second drafi of the

proposed convention 1o reflect the decisions taken at the October meeting. The product of that session ("revised third
draft”} represents the current version of the proposed convention - as applies lo non-aircraft equipment - and the current
thinking of Unidroit thereon, See Unidroit, 1996, Study LLXXII - Doc. 22, 1996.

The aviation working group has taken a number of steps since the October meeting to continue in consultative,
information disteibuting and gathering, and other further industry consensus-butlding efforts. Prominent amongst these
activities were preliminary consultation meetings with airline representative groups, inclueding the International Alr
Transport Association, the objective of which was io establisi: 4 framework to facilitate ongoing coaperation and '
consensus building in connection with the proposed convention. Such consultations are ongoing. In addition, the
aviation working group has been, and wilt be, in contact with various governmental organisations regarding the proposed
canvention, the aviation working group's recommendations thereon, and aviation-specific issues arising in connection
with the international register system.

The aviation working group has also solicited legal commentary on this second memorandum and the aviation text from a
group of leading aviation finance legal experts and, where practicable, have attempted to include in this second
memorandum and the aviation text views expressed in such commentary to the extent the same were consistent with the
commercial views of the aviation working group. The group whose views were solicited consisted of over a dozen
aviation iegaf experts from Edrope, the United States and Asia,

Beyond these efforts, the aviation working group is of the view that fuller industry consultations are appropriate in the
context of a drafl text (the aviation text} after Unidroit has considered the same on a preliminary basis at the April 1996
meeting. See generally concluding comments section of this second memorandurs.

A table cross-referencing the recommendations made in the first merorandurn, as amended, and in parts | and [I of this
second memorandum to the relevant articles of the draft aviation text reflecting such recommendations is attached as

Annex 3.

While foliowing the approach, for Hlustrative purposes, of applying our recommendations generally to all categories of
fgh value, specifically identifiable equipment, certain substantive points are only suitable to aircraft equipmenl financing
and leasing (e.g., points relating {0 the "de-registration” of aircraft, to the transfer. financing and leasing of aircraft
engines and to the retationship between the proposed convention to certain aviation-specific conventions). Such poinis
have been set forth in Article 23 of the aviation text as suppiementary rules.
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by the aviation working group "might be found to have more general application and
might to this extent assist other industry groups in their analysis of the desired scope and
content of the proposed convention". See clause 38 of the summary report. In the event
that Unidroit, in consultation with such other industry groups, concludes that the
additional rules set forth in the aviation text ought to properly be limited to aviation
equipment, the next draft of the proposed convention can include these rules as
supplementary in the strict sense®. '

This second memorandum will not iterate the commercial and legal points made in the
first memorandum, which should be consulted by the readers hereof for background
purposes, except to say that in preparing the aviation text reference was continuously
made to the operating premise of the aviation working group. That premise, derived from
the magnitude of the credit required to finance anticipated aircraft deliveries over the
coming years?, is that the value of the proposed convention is directly related to the extent
to which its terms, by properly addressing security/leasing issues and/or international
legal issues, as needed, result in an increase in the availability of credit, and/or a reduction
in the cost of such credit, to owners/operators of aircraft equipment1°,

This second memorandum is divided into three parts. In Part1 specific recommendations
will be given in respect of the issues reserved upon by the aviation working group in the
first memorandum as well as the rationale for such recommendations. Part IT will then set
forth recommendations and/or coramentary in respect of certain issues arising at the
October meeting. Part IIT will provide certain explanatory comments on the aviation text
for use in Unidroit's review of the same. Finally, certain concluding comments will be

made.

8 The foitowing are the principal Articles of the aviation text that could be re-classified as suppiementary aircraft
provisiens: 1(3)(d} - (f); 4(3)(a); T(a); 10; 12(2); 13; 14; 15; 16; 17¢b) {and related provisions in Articles 17 and i8);
24¢1)(d}; 25; 26 and 31. The foltowing are the principal associated definitional paragraphs to be found in the annexure:
(2) - (6); (8) - (17); (19); (22) - (23); (25) = (27); (30); (32) - (33); (38) - (40); (42) - (48); (47) - (48); and parts of (£1).

9 H is estimated by the major airframe manufacturers that the aggregate acquisition cost of aircraft and engine deliveries
over the next twenty years may be in the range of US3900-1000 Billion. See Airbus’ Press Release dated 28 March 1995;
Airbus' Global Market Forecast, March 1995 ; Boeing's Current Market Qutfook, 1995; and McDonnell Douglas
Corporation’s 1994-2013 Outlook for Commercial Aircraft, £995.

10 See pp. 3-6 of the first memorandum. These pages summarise the views expressed by the aviation working group that, in
order fo facilitate the extension of asset-based credit, the rules contained in the proposed convention must, in addition to
providing certainty, ensure that the basic commercially oriented, and conteactually agreed, rights of asset-based financiers
and lessor are protected, We are, at the same time, mindful of both the wide range of differences among and between
legat systems on these points, and the potentiat political/savercignty concerns that may arise in conneetion with
significan! amendments to domestic law: as a rejoinder 1w both of these types of concerns we have praposed the concept
of asset-finance-facilitating "optiona™ provisions {cantractual choice of law/remedies; international inselvency; and
mandatory imetable for remedies) that countries can agree to or not when ratifying the proposed convention.
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It is the consensus view of the aviation working group'! that the recommendations set
forth in this second memorandum, together with the aviation text, should be considered
by Umidroit as a means of facilitating and reducing the cost of aircraft-based leasing and
financing.

Part 1 Speciﬁc Recommendations on [ssues Reserved Upon by the Aviation

Working Group in the First Memorandum and the Rationale
Therefor

Appropriate Relationship/Interface Between the Proposed Convention and
the Convention of 1948 on the International Recognition of Rights in Aircraft
(""Geneva Convention'')

Recommendations

1.1

1.2

The proposed convention shall not prejudice the application of the basic conflict
of laws element of the Geneva Convention. This requires signatories to the
Geneva Convention to recognize rights in aircraft constituted in accordance with
the "law" of the country in which the aircraft was registered (at the time such
rights were created) if such rights are recorded in a bona fide public record.

. Rather, in this regard the two conventions should be coordinated, to the extent

possible, by ensuring that (a) the reference to the "law" of the country of aircraft
registration is to the law of such country after implementation of the proposed
convention and (b)the country of aircraft registration will not prohibit the
recordation of an international interest created under the proposed convention.

The non-conflict of laws provisions of the Geneva Convention, except those
necessary to effectuate the recommendation in Section 1.1 above or (with
amendment) necessary to ensure definitional consistency between the two
conventions, shall be superseded by the proposed convention.

Draft text reflecting the recommendations in this Section are contained in Article 23(4)(a)
and (b) and Article 23(5)(a) of the aviation text.

11

The aviation working group was provided with detailed background materials, including the revised second draft and the
summary report, as well as legal analysis. The aviation working group had numerous preliminary internal
communications and correspondence before its substantive meeting in London on 15 December 1995, Foflowing this
meeting, drafts of this second memorandum and the aviation text, reflecting the decisions taken by the aviation working
group, were circulated, commented upon and revised.

Each member of the aviation wotking group has confirmed its agreement that the recommendations set forth in this
second memorandum and the aviation iext should be submitted 1o Unidreit {on behaif of the aviation working group) as a
means of facilitating and reducing the cost of aireraft-based leasing and financing.
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Rationale

In view of the important subject matter of this issue -- a long-standing international
agreement'? covering a commercially important area in a complex yet in many ways
unsatisfactory'? and outdated manner -- much attention has been given by the aviation
working group to the alternatives available in addressing the relationship between the
Geneva Convention and the proposed convention.

Before exploring these legal alternatives, we would summarise the contours of the
Geneva Convention as follows.

The Geneva Convention is principally, but not exclusively, a conflict of laws convention,
that is, it calls upon contracting states to: "recognise” rights validly constituted in
accordance with, and recorded in a public registry in, the country of aircraft registration.
In respect of these conflict of laws rules ("conflicts provisions"), reference is made, in
general, to the (i) substantive security/leasing law of the couniry of aircraft registration
("country of registration law") and (ii) private international law rules, that is,
recognition rules, of countries other than that of registration ("non-country of
registration law"). '

In addition, a number of provisions in the Geneva Convention set forth substantive rules
("substantive provisions"), particularly ArticlesIl and HI (matters relating to the
registry), IV and VII(4) and (5) (and possibly XII) (priority rules), V (limitations on
receiving security in respect of more than three vears of previously accrued interest), VI-
IX (certain substantive and procedural requirements in connection with sale proceedings),
and X (spare parts/engine rules). Some of these provisions are outdated, non-commercial
and/or controversial.

While every provision applies in respect of foreign-registered aircraft, that is, all such
provisions form part of the non-country of registration law of each signatory country,

12 In excess of fifty countries have ratified the-Geneva Convention, an international agreement that has been in efiect for
forty-eight years. A number of countries with developed or transforming economies that are important in the aviation
finance industry, however, have not ratified the Geneva Convention, including Canada, China, India, Indonesia, Japan,
Russia and the United Kingdom.

13 The principal shoricoming of the Geneva Convention, as a vehicle for the facilitation of asset-based finance, is the fact
that it is principally a conflict of laws convention; it refers to the law of the country of registration on questions relating to
the creation, perfection and priority of a security and leasing. If such national laws are weak, do not exist, or do not
recognise a foreign form of security, the Geneva Convention is of Tittle assistance. The country of registration can also
prohibit the recording of any rights not recognised under its national law.

In addition, the Geneva Convention (i) only applies if the relevant countrics have ratified the same, and, as mentioned in
footnote 12 above, many important countries have not, (i) has no effect if the country of registration does not have a
proper system for "regularly recording™ security or leasing rights, as the case may be, (iii) does not adequately cover
security rights in respect of aircraft engines, (iv) does not clearly provide for security rights relating to 1ease assignments.
and (v) does not affect the basic provisions of national insolvency law that may fimit the ability of repossession or permit
the restructuring of financial obligations.
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only certain provisions apply to form part of the substantive law where such signatory
country is the country of registry (Articles 11, IIl, IV {to 2 degree) and IX). See generally
Article XI of the Geneva Convention.

Broadly speaking, there are three candidates for the appropriate legal relationship between
the proposed convention and the Geneva Convention. First, the proposed convention can
completely defer to the Geneva Convention, where and to the extent the latter applies,
without reference to the impact of the proposed convention on the substantive country of
registration law. This would result in the least disruption to the existing interrational
legal order but would also constitute the smallest improvement thereto.

This alternative would significantly lessen the value of the proposed convention and thus
cannot be supported by the aviation working group.

Second, the proposed convention can completely supersede/override the Geneva
Convention, to the extent the former applies. This would result in the greatest disruption
to the existing international legal order but would also constitute the greatest
improvement thereto. This alternative may render the proposed convention less atiractive
to the numerous signatories to the Geneva Convention and may complicate the process of
fegal reform currently under way in a number of countries presently considering adopting
the Geneva Convention.

The third type of approach ("coordinative approach") would attempt to coordinate the
two conventions, where appropriate, and, where not, would -- on a global or issue-by-
issue basis -- either defer to the Geneva Convention or override the Geneva Convention.
Under the coordinative approach, the country of registration law would be defined as
the law of the country of aircraft registration after giving effect to the amendments
thereto as a result of the implementation of the proposed convention (including, if
applicable, the optional provisions)'¥ In many (but not all) countries this would be

14 The coordinative approach will undoubtedly require, as between contracting states to the proposed convention that arc
also signatories 1o the Geneva Convention, certain amendments to the latter . The rules of public international law
applicable to the modification to existing multilateral agreements among some but not all of the parties thereto are
neither entirely clear mor universally accepted, and thus will require careful consideration. The starting point in this
analysis would likely be the Vienna Convention on the Law of Treaties, 196% ("Vienna Treaty Convention"), which has
been ratified, or acceded or succeeded to by = few parties to the Geneva Conventien (e.g., Chile, Germany, the
Nethierlands, and Switzeriand), but not most (¢.g., Brazil, France, Greece, Sweden and the United States). Itis
nonetheless a useful source of general principles in this area. Under the Vienna Treaty Convention, there are tvo routes
to the modification of existing multilatcral treaties. First, two or more partics to a mueltilateral treaty may modify the
treaty as between themselves if, inter alia, the modification does not eliminate rightsfobligations and is not "incompatible
with the effective execution of the object and purpose of the treaty as a whole". See § 41 of the Vienna Treaty
Convention, Second, assuming certain procedural requirements invelving alt parties 10 a multilateral agreement have
been satisfied, broader modifications are possible among those who ultimately agree to such modifications, See § 40 of
the Vienna Trealy Convention.

Certain additional amendments wii) also be required to ensure consistency in respect of, inter alia. definitions/scope.

Most important in this regard is the fact that the Geneva Convention covers rights in "aircraft” (which fncludes engines,
even where temporarily removed (although such engines may then become "spare pants” -- ta which different (and
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done by implementing domestic legislation that amends domestic law to reflect the
substantive terms of the proposed convention's. (Such domestic legislation is also
valuable in that it would increase the probability that non-proposed convention countries
would apply the proposed convention through application of its own choice of law rules
that may refer to the laws of a proposed convention country when the same is the country
in which the aircraft is registered)16. ;

The more complicated element of the coordinative approach involves the question of
deference versus override on points of substance. In comparing the proposed treatment of
these substantive issues under the proposed convention with that of the Geneva
Convention, the aviation working group believes that override is justified on both legal
and commercial grounds?7.

15

(18

17

impractical) rules apply), but excludes technical records), and, as recommended, the proposed convention would cover

. interests in “airframes” (see Section 2 below) and "aircraft engines® (in each case including technical records relating to

the same {sce Sections 2 and 3, respectively)). In Article 23(4)(b} of the aviation text we have recommended wording to
address these points, in general, and have attempted to clarify the position in respect of aircraft engines (which have no
nationality, or at most a very tenuous one), in particular.

Whether or not incorporating/implementing material legislation is required is a matter for cach contracting state. This
point is reflected in Article 28 of the aviation text,

As regards private international law rules governing proprietary aspects of transactions invelving movable equipment
with nationality, such as aircraft and ships, 2 number of countries, absent applicable international convention, would
nonetheless refer io the laws of flag rather than that of the physical situs. See Dicey and Morris, The Conflicts of Laws
936 (12th ed. 1993} (English law), Juris Classeur, droit international privé francais,, Fasc. 550, 2 App. Art. 7H a4 T17, (a)
navires and (b} aéronefs paras. 102 et seq. and paras. 117 et seq. (French taw), Staudinger-Stoll, Internationales
Sachenrecht, Note 340 (German law - majority view), and Yamada, Privae Internationat Law p. 274 {Japanese law); cf.
Restatement (Second) of Conflict of Laws §244, comment £ (USA law); see generally Wood, Law and Practige of
International Finance: Comparative Law of Security and Guarantees 258 (1995).

To give but a few examples, please note as follows. First, the Geneva Convention does nat provide a comprehensive
priorify regime: there are a few mufes, e.g., Articles IV {preference for certain salvage or preservation claim) and VII{(5}
{preference for certain tort claimants), but otherwise the priorities are determined by the country of aircraft registration.
The proposed convention wifl set forth comprehensive rules that, through disclosure, stilt aliow for the protection of
nationally preferred interests. See Article 22 of the aviation text. Second, Article V of the Geneva Conventien fimits the
availgbility of security in respect of interest occurring prior to three years before enforcement; the proposed convention
would have no such fimitation. ‘Third, the security rights in respect of engines removed Jrom airframes is limited and
noni-commercizl under Article X of the Geneva Convention {such engines must (i} be stored in a specified plage. (i) be
identified as being subject to the security, and (iit) remain in the stored location}; the proposed convention would put in
place a comprehensive security/leasing system in respect of aircraft engines. Fourth, the Geneva Convention sets forth
only one method of enforcement against aircraft, judicial sate, which through its required minimom procedures in
Afticle VI provides, in effect, the defauiting party with a mandatory grace period; this limited and restricted set of
enforcement rights is inappropriate in the context of modem aircraft finance. The same subject matier will be addressed
morfe properly under the proposed convention, and in 2 manner cansistent with the expeclations of the parties.
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Appropriate Definition of Aircraft or Airframe for Purposes of the Proposed
Convention '

Recommendations

2.1

2.2

23

In view of the recommended independent treatment of aircraft engines under the
proposed convention, the appropriate base definition, for purposes of the
equipment list in Article 2, should be "airframe" rather than aircraft'3. An
atrframe would include all accessories, equipment -and parts installed thereon or
attached thereto {except aircraft engines or similar parts installed on or in such
aircraft engines).

As recommended in the first memorandum, the definition of an "airframe” would
also include all technical manuals, data and records relating to such airframe,
whether or not located on or in such airframe.

Only airframes that (when appropriate aircraft engines are installed thereon) are
capable of transporting, or are certified by the initial country of registration to
transport, at least ten (10) passengers or goods {in excess of 2750 kilograms} and
that are not used for military, customs or police purposes should be covered by the

- proposed convention.

Given the bifurcation of aircraft into airframes and aircraft engines, and the
removability of aircraft engines, the proposed convention should contain
provisions addressing the situation in which a party with an interest in an airframe
takes possession of the same under the proposed convention, but the aircraft
engines then installed thereon are not ones in which it has an interest. In this case,
the proposed convention should (as against the aircraft engine interest holder)
limit the liability of such airframe interest holder, but should set forth a limited
diligence and cooperation obligation in favour of the person with a first priority
interest in such aircraft engine under the proposed convention.

Draft text reflecting the recommendations in this Section are contained in paragraphs (2) -
(4) of the annexure to, and Articles 2(1)(a) and 23(3) of, the aviation text.

Rationale

There are three issues to be addressed in, or that follow from, the defintion of the
aircraft/airframe. First, should the proposed convention be limited to aircraft/airframes of
a certain type or size, or should it apply to all types and sizes. Second, should the
definition of aircraft include engines and, if so, for which purposes. Third, should the
definition of aircraft/airframe include technical records relating thereto.

i8

A definition of "aircraft property” (airframes, zircraft engines, [helicopters] and ail interests in agreements relating to any
of the foregoing) will be required. A definition of "aircraft” (airframe and aircratt engines installed thereon) may also be

required.
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As 1o the category of aircraft to be covered by the proposed convention, we would
envisage certain benefits, principally on the political side, to a convention excluding
general aviation craft. This is so given the extent to which the proposed convention
supersedes otherwise applicable domestic law. The more expensive, advanced and
commercial'® the equipment, the more likely it is that (i) the transaction parties are
sophisticated and thus in a position to access, and comply with, international agreements
of the kind set forth in the proposed convention and (ii) the equipment will be used and/or
financed internationally (thus avoiding purely domestic transaction concerns). We
believe that the narrow limitation in terms of capacity to transport passengers or cargo set
forth in Section 2.2 is objective and strikes an appropriate balance between the need for a
broad convention without a domestic transaction exclusion29, on the one hand, and
deference to national law in cases in which interests are likely to be domestic in nature, on
the other.

Turning now to the second issue, whether the definition of aircraft should include a
definition of engine (and, if so, for what purposes), let us first review the relevant
background. The recommendations set forth in the first memorandum contemplate a
system in which separate security can be taken and perfected in, and enforced against,
specifically identified engines. See pp. 18-20 of the first memorandum. This necessarily
implies that the definition of aircrafi should exclude aircraft engines (and parts relating
thereto); the appropriate base term, for Article 2 purposes, is thus "airframe" - which, in
fact, is the actual item specifically identified by a manufacturer's serial number.

One consequence of this recommendation is that unless the proposed convention
otherwise provides, enforcement action against the airframe might constitute a violation
of the property rights of the debtor/lessee or third parties in a replaced or swapped engine
that happens to be on an airframe at the time of enforcement. This result, which could
impose legal liability, would not be commercially acceptable when stated in these terms --
although aircraft financiers, to varying degrees, take this risk under current law when it
takes enforcement action against an aircraft21.

Addressing the third issue, while definitions of aircraft under most systems of law do not
include technical records and related documentation, in our view they should. Most
financing transactions include provision for taking security over these items. Since
physical possession of these technical documents is obviously not transferred or

13 Please note that we are not recommending an exclusion for private aircraft. Such aircraft are extremely valuable, face the
familiar set of problems associated with the lex sitns rule, and typicaily involve sophisticated parties in a position to
access and comply with intemational requirements.

20 See detailed rationale for this position summarised in footnoie 14 o the first memorandusm.

2 Aircraft engines may be removed from airframes in accordance with the underiying financing or leasing contract or in
violation of the same., Operational and safety requirements are often the principal determinants. Removed engines must
of course be replaced. A financierfiessor may atiernpt to Timit its liability (as well as protect its éecuriiy) by stating in the
contract that replacement engines become part of the aircraft; while this may bind or ¢stop the airline, it is untikely 1o
prevent & conversion-lype claim by a third party with a superior interest in such replacement engine.
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transferable to the lessor/financier, security rights therein are typically perfected, if at all,
through public filings (to the extent permissible uider applicable law). Improving this
unsatisfactory system in respect of potentially valuable technical records is likely to be
well received by the financing community.

3 Appropriate Definition of Aircraft Engine for Purposes of the Proposed
Convention

Recommendations

3.1  Only aircraft engines that are powered by jet propulsion (and that have at least
1750 lbs of thrust or its equivalent) or turbine technology (and that have at least
550 rated takeoff shaft horsepower or its equivalent) should be covered by the
proposed convention,

3.2 As with airframes, the definition of aircraft engine shall include all modules and
other accessories, equipment and parts installed therein or attached thereto as well
as all technical manuals, data and records relating to such aircraft engines.

Draft text reflecting the recommendations in this Section are contained in paragraph (2) of
the annexure to, and Article 2(1)(b) of, the aviation text.

Ratignale

As a general matter, the considerations outlined in connection with the first and third
issues addressed in Section 2 are relevant in respect of aircraft engines.

In sum, we recommend that the proposed convention contain a narrow limitation in the
definition of aircraft engines, in terms of its base technology and power22, to ensure that
the relevant financing transactions involve sophisticated parties and that the aircraft
engines, accessed ex ante, are likely to be used internationally.

4  Rules Establishing the Relationship Befween an Assignee and a
Debtor/Lessee

Recommendations

4.1 Assuming contract rights are assignable under the law governing the underlying
contract, a debtor/lessee shall be bound by an assignment of such contract rights to
the extent it has [consented in writing to such assignment].

e . . - - . TR PR 4

22 Piston-powered engines have been excluded from this recommended definition, given their limited role in international
aviation. Including this type of engine in the proposed convention would, in our view, place undue burden on owners and
operators of this equipment; existing national law should continue to govern the relevant legal relations and issuzs.

As far as the suggestions on enging power, these figutes are intended to reflect the minimum foree required to power
airframes as defined in Section 2 of this second memorandum:,
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4.2

4.3

4.4

The relationship between the assignee and debtor/lessee shall be governed by the
law governing the underlying contract?3 - but only to the extent that the relevant
issue has not been addressed in the debtor/lessee consent referred to in Section 4.1

above.

In the event a debtor/lessee is bound by the terms of conflicting assignments, the

 first assignee to record a consent registration notice in the international register

system shall have priority as against the debtor/lessee.

The only non-convention interest in contract rights that is registrable under the
proposed convention is that of an attaching judgement creditor.

Draft text reflecting the recommendations in this Section are contained in Article | 6(1),
{2), (3) and (4) of the aviation text.

ati

le

While in the context of lease assignments the aviation working group has previously
provided Unidroit with recommendations on certain questions relating to the relationship
between the assignor (lessor) and the assignee (lender), and certain elements of that
between the obligor (lessee) and the assignee (lender)?4, we specifically reserved on the
question as to whether (a) a substaritive rule binding the obligor (lessee) to the assignment

24

To the extent that the optional contractual choice of law provision - contained in Article 7(a) of the aviation text -- is

applicable, the Jaw selected by the partics shall be the law governing the underlfying contract for these purposes. To the
extent it is not, otherwise applicable private international law rules would determine such governing law, See Article 27
of the aviation text. This point has not bren made expressly in the aviation text on grounds that it would be addressed in
the explanatory report/official comments to the proposed convention.

To recapitulate and expound, there are five principal sets of issues to be addressed in the context of the inclusion of lease
assignment, that is, a specific type of contract rights, in the proposed convention, First, what rule will determine the basic
proprietary question as to whether-an assignment constitutes a valid transfer of property rights between the parties
(assignor and assignee), and whether or not formalities or other substantive requirements are relevant to this question, As
with other international interests covered by the proposed convention, an assigrment complylng with the basic creation
criteria set forth in the proposed convention would be a sw/ generis interest recognized as such throughout the caniracting
states. Second, what rule will determine the contractual rights and obligations between the parties. As with other
international interests, the law selected by the parties would do so, if the optional contractual choice of law provision
applies, of, if not, otherwise applicable tew would govern such matters. Third, what perfection requirements and priority
sules would apply to such assignments. Perfection would be effectuated by registration, and prioritics would be
determined on a first-to-file basis. A few miscellancous points regarding this third set of issues are of note: in the context
of such assignments, the concept of prefermred national creditors (see paragraph {26) of the annexure to, and Article
22{1)(b} of, the aviation text) is inapposite; the aptional insolvenicy provisions would not apply; and, the basic insolvency
rule (see Article 22(4)) -- ccnﬁrmihg the validity of international interests against a trustee in bankruptey -- would apply

equally to such assignments.

This portion of this second memorandurn addresses the fourth and fifth sets of questions. Fourth, what rule shouid
determine the general relationship between the obligor (lessee} and the agsignee, inside and outside the inzolvency
context. Fifth, what is the appropriate priority rule, as against the lessee, in the case of muftipie, conflietinng asstanments.
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and providing a priority rule vis-a-vis the obligor (lessee)25 or (b)a choice of law
provision28 in respect of these two points is appropriate.

‘The principal reason favouring the substantive rule with a registration component, in the
case of priorities, is certainty: it provides third parties with a means of ascertaining with
certainty that the lesse¢ is not bound by a previous assignment of the lease?’. The obligor
(lessee) consent aspect of the substantive rule, in turn, would ensure fairness to the
obligor (lessee). This is particularly so in view of our recommendation that the obligor
(lessee) have the autonomy to bind itself to the specific terms of an assignment - which, in
practice, may include important commercial undertakings and agreements by the lessee
including agreements not to assert certain defenses which it may have against the assignor
or to insure or indemmify the assignee against certain risks in the transaction. The
downside associated with this approach, as proposed, is the potential difficulty associated
with the lessee consent requirement?8,

The choice of law approach, on the other hand, provides a greater degree of flexibility --
by use of a choice of law that does not require lessee consent (e.g., rather the simple

25 We went on to say that, in the event a substantive rule were to be selected, we would recommend a rule based on the
following principle: "the obligor (lesses) shall be obliged to pay or perform, as the case may be, for the benefit of the
assignee (lender), 1o the exclusion of the assignor (lessor) or any subsequent assignee, the assigned sums and obligations
in respect of the assigned rights, to the extent of, and on the conditions set forth in, such assignment, if the obligor
(lessee) has countersigned a notice from the assignor {lessor), ot consented to such assignment, and a copy of such a
countersigned notice of or consent to assignment has been filed with the registry (and has not been terminated persuant to
a filed termination statement executed by the assignee (lender).” See footnote 31 on page 14 of the first memorandum.

28 Themost likely choice of taw rule would be the Yex situs of the contract debt, that is, the debtor's principal place of
business, although other rules -~ such as the law of the debt or the assignor's place of business — have been suggested.

27 See generally Assignment in seceivable financing: discussion and preliminary drafi of uniform rules: Report of the
Secretary General, United Nations Commissions on International Trade Law, Twenty-cighth session, Vienna, 2-26 May
1995 ("UNCITRAL report"} paragraphs 73-80. Such paragraphs of the UNCITRAL report were focused on priority vis-
&-vis the assignor. As set forth in Article 22 of the aviation text, we are in full support of this concept regarding
competition among an assignor's craditors.

In addition, we are of the view that these principles also apply in respect of concerns that an abligor may be bourd to a
previous assignment under national law. Note, for example, the often discussed hypothetical: if a lessor previously
assigned the iease to lender one who did not file in the international register system vet gave notice of the assigniment to
the lessee {thus "perfecting” under English law), lender two would ot be aware that the lessee was bound to the previous

assignment {sirce the previous assigninent was not recorded).

28 Few national laws, and national private international law rules, require a lessee's consent to effect an assignment to which
alessee is bound. Nonetheiess, in the Anancing of aircraft equipment, lessee consents are customarily required. Binding
the lessee to an assignment is, in practice, simply foo important to be left 1o complex, technical rules; a contractual
agreement is sought. Moreover, aircraft finance agreements olten amend. to some degree, the assigned obligations.
establishing a new legat relation between the assignee and the debtor to that extent. Finally, in certain jurisdictions
privily requirements would counse! a prudent assignee to establish a direct contractual refation with the lessee.
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giving of notice)2? -- but results in less certainty as to whether, on precisely what terms,
and in what priority the lessee is bound.

‘Given the potential disagreement on the appropriate choice of law rule, the fact that
lessee/obligor consents are customarily required and obtained in airfinance transactions,
the commercial imperative of certainty as regards an assignee's relationship with an
obligor, and the centrality of party autonomy principles, we recommend the substantive
rule with its concomitant lessee/obligor consent and registration requirements. We have,
however, placed the pertinent part of the main recommendation in brackets to indicate the
absence of complete consensus on this point and the need for further consideration.

5 Supplementary Priority and Related Rules for Aircraft Engines

Recommendations

5.1 As recommended in the first memorandum, and subject to the recommendation in
Section 5.2 below, competing interests in aircraft engines will be determined on
the basis of the first-to-file principle (subject, as with other convention property,
to disclosed classes of preferred national creditors) and notwithstanding national
accession rules pursuant to which title to aircraft engines may automatically pass

- to or from an airframe owner (as the case may be) upon instaflation or removal (as
the case may be) of such aircraft engine from an airframe.

52 In the event that 2 financier/lessor and an airline contractually agree that upon
installation of a specifically identified aircraft engine on a specifically identified
airframe title to such aircraft engine would be transferred to such financier/lessor,
such financier/lessor may record its prospective interest by filing a registration
notice in the international register system against the specified aircraft engine. At
all times when such aircraft engine is installed on such airframe, a financier/lessor
who has registered its interest shall have priority over third parties recording
interests in the relevant aircraft engines subsequent to the recordation of its
prospective interest,

Drafi text reflecting the recommendations in this Section are contained in paragraphs (1)
and (44) of the annexure to, and Articles 22(1) and 23(1Xg) of, the aviation text.

2¢ A few commentators on this second memorandum have expressed the view that the flexibility of simply notifving the
obligor as a means of perfection is highly valuable, pasticularly where obtaining consent is impraclicable {such as in
receivable financing with large numbers of obligors) or where the same may be difficutt or costly (such as in the
refinancing of used property}. While impracticability is relatively less significant in the context ol airerafl financing than.
say, in credit card receivable financing, the cost issue is of note. Obligors may take advantage of this corsent regairement
10 extract contractual concessions. Potential assignors are always at liberty, however, to obtain advance consents
{whether conditional or not) to avoid this circumstance.
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Rationale

As a general rule, we have recommended in respect of aircrafi engines a priority regime
based on a first-to-file principle excepting only certain classes of preferred national
creditors recorded (by each enacting country) under the proposed convention. This
implies overriding the priority aspects3° of any national accession or similar rules that, in
effect, would afford priority rights to unrecorded transfers of aircraft engines. In footnote
42 of the first memorandum, however, we noted that a special rule ("special engine
rule”) may be required on commercial grounds in order to accommodate the situation in
which aircraft and engine leasing arrangements contractually embody the "title transfer”
approach, that is, where the relevant contracts contemplate that title to (or security rights
in) specifically identified engines installed from time-to-time on an airframe become part
of that aircraft/aircraft security package (i.e., the act of installation/removal constitutes
conveyances).

We went on to say that, if recommended, the special engine rule would be based on the
following principle: "in the event that (a) an aircraft financier/lessor and an airline
contractually agree that, upon installation of a specifically identified engine on
specifically identified aircraft, title to such engine would be transferred to such
financier/lessor and (b) such title transfer arrangements are expressly noted in the
appropriate financing statement or title reservation statement, as the case may be, filed in
the engine registry {the forms of such statements to contemplate such a notation) In
respect of such engine, then such aircraft financier/lessor shall, in respect of such engine
(if and so long as the same is installed on such aircraft), have priority over purchasers or
financiers subsequently filing interests in respect of such specifically identified engines.”
See p. 18 of the first memorandun.

As expressed above, the special engine rule is a narrow exception to the general priority
rules that, given its consistency with notice-based security principles, would fall within
the general framework of the proposed convention. This is so given the requirement in
- the special engine rule that all the relevant engines be specifically identified ex ante and
that filings be made with respect to the same. With this limiting condition, we believe
that the special engine rule may well strike the appropriate balance between the
competing commercial interests in airfinance transactions.

6 Organisations to be Delegated Operational and Managerial Responsibility
for the Airframe and Aircraft Engine Registers

Recommendations

While we would again reserve on our recommendations as to the candidates for the
central registrar for airframes and aircraft engines, we would take this opportunity to

30 Note that such national accession or similar sights, once vested, would constitute registrable national interests as defined
in paragraph {33} of the annexure to the aviation text. The holders of such rights, therefore, may have priority on the
basis of the general firsi-to-file principle. See Article 22 of the aviafion text.
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briefly set forth our view of the main structural or organisational components of the
international register system -- for airframes and aircraft engines -- as follows:

6.1 The Unidroit Governing Counsel would designate a group or body {"supervisory
body")?! that would promulgate initial and ongoing rules and regulations
("regulations") implementing and regulating the proposed convention. The
supervisory body would direct the central registrar of the international register
‘system -- which may be different for different types of equipment ("central
‘registrar”) -- to operate and manage the international register system in
accordance with the regulations.

6.2  Each contracting state would in its ratification instrument designate a satellite
registrar in its country (“satellite registrars") that, in the context of aircraft
property, would likely be the existing aircraft regulatory authority. The satellite
registrars [together with the central registrar] would be the exclusive points of
access into the international register system,

6.3  The satellite registrars would act in accordance with the uniform regulations and
would not be permitted to impose additional requirements relating to registration
of interests under the proposed convention.

6.4  The regulations would set forth the conditions to be satisfied prior to the
registration by the satellite registrar (or, to the extent registrations are permitted
with the central registrar, by the central registrar) of the registration notice. These
conditions will be limited, in general, to a discrete set of factual matters (i.e., the
agreement been signed, does it properly describe the property, and have the
relevant parties consented to the registration).

{6.5  Registrations can only be made with the "relevant satellite registrar”" which, in
the case of [airframes] [aircraft property], would be the country of aircraft
registration or with the central registrar]. |

Draft text reflecting the recommendations in this Section are contained in paragraphs (7),
(37), (39) and (40) of the annexure to, and Articles 4 and 17 of, the aviation text.

1onale

One model of registry matters under the proposed convention, described in extreme form
would have high a technology system, through which any person could search and file
from any computer terminal in any location in the world, with minimal regulation or
interference (e.g., no confirmation of executed documents, authorised signatures, etc.),
and with all technical risks resting on the filing party and all delay or error risk falling on

31 In addition 10 being international in composition and neulral, the supervisory body would need to be expert in, imer atia.
aviation law and finance practice, as well as in technical matiers relating 1o international registers,
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either the searching party or the filing party32. This model might be referred to as the
"pure notice-based meodel". The pure notice-based model is the prototype of, among
others, US and Canadian perscnal property security law systems (although, interestingly,
not US/Canadian aviation - specific security law systems). A system of this kind has
-certain undeniable benefits, many of them technology and efficiency-based.

Another model, again described in extreme form, is that of manual document filings, at
one government location, after a substantive review by regulators, in which - to a greater
or lesser degree -- risks of error and delay are taken, or are thought to be taken, by
governments. Filings, on this model, constitute something more than possible proof of,
and a vehicle for the perfection of, rights (as they are in the pure notice based model).
This model might be referred to as the "manual, substantive rights model". The
principal benefit of this model is thought to be the certainty and comfort provided by the
role of this registry. A number of current European systerns follow this model, as does
the USA aviation security system (although transaction parties, in fact, iake a
considerable amount of system and error risk under USA aviation law -- which is
minimized by the role of specialized legal counsel and advanced legal opinion practice)33.

It is fair to say that the proposed convention, like most new/modern systems, follows the
pure notice-based model. In our supplementary comments to Unidroit dated 6 October
1995 we agreed, conceptually, that as far as the central registrar is concerned, the
intemnational character of the registry, and the need for instantaneous search results and
filings, demands a notice-based system.

Having said this, our comments regarding the satellite office/satellite registrar concept
seek, in effect, to permit what might be referred to as a "hybrid model" in which (i) the
satellite offices/registrars (that is, national aviation offices -- which, of course, could be
the very same offices in which both Chicago Convention registration filings and Geneva
Convention security filings are made) could conduct a limited substantive/factual review
- (pursuant to uniform, international regulations) before filing but (ii) as between the
centra} registrar and satellite registrar, priorities will be determined on the timing of
simple notices. In the hybrid model, only the satellite offices would be able 1o make
filings, and thus government regulators could maintain their monitoring function.

Please note our bracketed recommendation in Section 6.5 to the effect that all
registrations must be made through the satellite office in the country of aircraft
registration. It is premature to take a firm view on this issue until the workings of the
international register system become more concrete. It is unclear, for example, whether
every country will be able to establish a satellite registrar within its borders. If not, or for
other reasons, it may be desirable to permit direct registration with the central registrar.

3z See discussion of risk allocation between searching parties and fiting parties contained in Section 8.
33 Expert afrfinance regulatory counsel wilt be a valuable resource as matiers refating to the international register system

develop. As noted in the concluding comments, we would intend to inctude such counsel in ongoing industry

cansuliation relating ta the aviation text.
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There are also further issues relating to the treatment of aircraft engines -- which might be
addressed in a manner similar to the parallel question of the Geneva Convention34. We
will revert on these questions in due course.

Part I Specific Recommendations on Certain Issues Raised at 11-13 October
1995 Meeting of Sub-committee of the Study Group

7 Required Connection between the Proposed Convention and Ceontracting
States and Related Issues

7.1 The courts of a country ratifying the proposed convention ("contracting state")
(a) in which debtor/lessee/buyer is domiciled or has its principal place of business,
(b) in which the aircraft property is based.or located, (c) that is the country of
aircrafi registration and (d) if not violative of its fundamental public policy,
designated by the parties to an agreement — shall each have jurisdiction over
disputes involving aircraft property giving rise to legal proceedings relating to the
proposed convention.

7.2 Whether or not the courts of coniracting states other than those referred to in
Section 7.1 shall have jurisdiction shall be determined in accordance with the
- private international law rules of such contracting states. In addition, the
provisions reflecting the recommendations in Sections 7.1 and this Section 7.2
shall not prejudice the application of the private international law rules of non-
contracting states that may confer jurisdiction on its courts and, in settling a
dispute relating to the proposed convention, that may refer to laws of a contracting

state (that is, the proposed convention).

7.3 Nothing in the proposed convention shall prejudice the ability of the parties to an
agreement to select an exclusive forum to litigate disputes between themselves
relating to the proposed convention. In the event such an exclusive forum is
agreed, other courts shall decline to exercise jurisdiction over a dispute unless
doing so would violate its fundamental public policy.

7.4 Inapplying the proposed convention to a dispute refating to aircraft property:

{a) the courts referred to in Sections 7.1 and 7.2 shall apply the optional
contractual choice of law and additional remedies/mode of enforcement
provisions only if [the country of aircraft registration] [the contracting
state in which the forum sits] has not entered a reservation regarding the
same in its ratification instrument; and

(b} a contracting state (i)shall only be bound by the remedy timetable
provisions contfained in the proposed convention to the extent it has not
entered a reservation regarding the same in its ratification instrument,

34 See Article 23(4)(b) of the aviation text.
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(i1) that 1s the primary insolvency jurisdiction or is another jurisdiction
where aircraft property is based or located (as the case may be) during
insolvency proceedings shall only be bound by the relevant optional
insolvency provisions to the extent that it has not entered a reservation
regarding the same in its ratification instrument, and (iii) shall refer to the
preferred national creditors as defined in the contracting state in which the
action or event giving rise to such claim occurs in applying the priority
rules under the proposed convention. '

7.5 A waiver of sovereign immunity from jurisdiction of the courts referred to in
Sections 7.1 and 7.2, and/or in respect of enforcement against aircraft property,
shall be valid and binding under the proposed convention.

Draft text reflecting the recommendations in this Section are contained paragraphs (10),
(27) and (38) of the annexure to, and in Articles 11, 12(2), 24.and 23(1)(h) and (i) of, the
aviation text.

Rationale

Unidroit is now taking a very close look at the set of issues generally referred to as the
“connecting factor" questions, that is, what connections are necessary/sufficient between
the courts of a country and the subject matter of the proposed convention to justify (i) the
jurisdiction of such courts to hear and rule on a dispute and (ii) the application by such
courts of the proposed convention to a dispute. While this set of issues is not specific to
aircraft property (except to the extent the country of registration is an additional factor in
the analysis and that the recomrmended optional provision concept further complicates
these questions), it is of significant interest to the aviation finance community.

It is true to say, as certain Unidroit sub-committee members recently have, that "it is not
reasonable to assume that a court sitting in a contracting state applying that [nation's]
otherwise applicable choice of law rules would afways apply the [proposed convention] to
a transaction invelving aviation equipment. [N]or would it be reasonable to assume that a
court sitting in a non-contracting state would never apply the [proposed convention] to an
appropriate transaction”35,

Turning first to the question of jurisdiction, Unidroit has previously set forth three
grounds for the assertion of jurisdiction: location of the equipment; nationality (if any) of
the equipment; and, subject to mandatory rules of the lex fori, designation by the contract
parties36. We agree in general37 with the list, and have previously suggested adding the

35 Sec comments of Professor Charles Mooney, Jr. and Mr. Thomas Whalen (Representing the Government of the United
States of America) on Revised Proposals for a First Set of Deaf}t Articies of a Future Unidroit Convention on Intemationat
[nsterests in Mobil Equipment, Unidroit 1995, Study LXXI-Poc, 19, Add. at p. 5.

38 See Summary Report of the 2¢ November-1 December 1994 Meeting of the Study Group for the Preparation of Uniform
Rules on International Interests in Mobile Equipnient, Unidroit 1995, Study LXX1-Doe. 15,
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debtor/lessee’s country of domicile and principal place of business to the list.38.. This
broad list of courts with jurisdiction should not, however, prejudice the ability of parties
to comtractually agree to an exclusive forum where doing so would not violafe the
fundamental public policy of other courts in which litigation may be commenced.

The next set of questions relates to which version of proposed convention ought to be
applied if different relevant jurisdictions in a transaction have enacted different versions
of the proposed convention, that is, where one or more of such relevant jurisdictions has
adopled the proposed convention with some or all of the optional provisions and others
have not.

Complicating matters further is the differing nature of the optional provisions themselves.
For example, the question' of the mandatory remedy-timetable could only apply in respect
of forum. Similarly, the optional insolvency provision would only apply, as regards its
basic points, to the primary insolvency jurisdiction. More difficult questions arise in
connection with the optional provision in respect of the additional remedies/mode of
enforcement (i.e., seif-help) and contractual choice of law. We would reserve our
position on whether the same should be settled by reference to the version of the proposed
convention adopted by the country of aircraft registration (if a contracting state) or,
altemnatively, by reference to the version of the proposed convention adopted by the
confracting state in which the forum sits.39

37 As set forth in Article 24(1)(b} of the aviation text, we would recommend changing the formulation of the qualification in
respect of jutisdiction of the designated forum from an absence of inconsistent “mandatery rules” of the forum to the non-
violation of a “fundamental public policy” of the relevant contracting state, Mandatory rules are rules of positive _
application {which cannot be varied by contract); public policy operates negatively to void or invalidate a provision. The
subject restriction is of the latter kind. Moreaver, given the objective of broad application of the proposed conventios,
we betieve the vielation of public policy should be fundamental fo invalidate a forum selection clause.

38 The "principal place of business” is a North American reference and concept. i would appear that a competing concept is
emerging in Europe, that is, the "location in which the centre of & person's main interests are situsted.” See Draft EC
Convention on Insolvency Proceedings. Provisional ly, either standard would appear to be acceptable. We have used the
European formulation in Article 24(1)(b) (urisdiction), Article 24(2)(a) (controtting law (through the definition of
relevant contracting state)) and Article 15 (optional insolvency provision} of the aviation text to assist in gauging the non-
Europezn reaction to this concept.

38 This set of questions raises particularly difficult issues that require further consideration. While such issues are not
unique to aircraft property, there are certzin distinel and additional considerations n this context. Moreover, the two
issues being addressed here together, namely, whether one Sortracting state (X) should recognise a reservation or non-
reservation mmade jn another pertinent contracting state (Y) in respect of the abifity of the parties to select the law 1o
govern their contractual rightsfobligations and the availability of additional remedies/the mode of enforcement of
remedies, may uftimately be bifurcated and treated separately.

A few preliminary points may be useful, First, as regards the ability of the parties to select a law to govern contractual
matters, should a reservation or non-reservation made by centracting state Y, the country of aircraft registration, or
allernatively, made by contracting state X, the country in which the forum court sits, be disposifive (when considered by
the couris of contracting state X). Uniformity, certainty and deference to the strong interest of the country of nationality
would suggest the former, white theoretical sovereignty considerations. as well as the implications of cur
recommendation on the inapplicabifity of mandatory and public policy-hased rules, may suggest the latter. Our
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We believe that, given the degree of governmental ownership and/or control of aircraft
property, express confirmation of the validity of a waiver of sovereign immunity (if given
by a transaction party) is necessary to carry out the terms and intention of the proposed
convention as the same relates to aircraft property. We would submit that this concept is
in line with emerging law as relates to governmental entities involved in commercial
activities#0, particularly where such entities have expressly waived sovereign immunity-
type defenses. Please note, in particular, that we have proposed a narrow formulation of
this rule -- the validity of an express waiver -- rather than the loss of immunity by virtue
of the commercial nature of the activity in question.

8 Legal and Technical Relationship between the Central Registrar and Satellite
Registrars, and the Allocation of Risk Regarding Filing Errors, Delays, etc.
among the Transaction Parties, the Central Registrar and Satéllite Registrars

Beyond the broad organisational and structural recommendations set forth in Section 6,
we would reserve our position on this complex set of issues pending further progress on
the work of the registry expert in April 1996.

Certain Considerations

Work by Unidroit on all questions relating to the registry is entering into a new, more
formalised phase. A technical registry expert group, led by Professor Ronald Cuming of
Canada, is being assembled to study the full range of pertinent questions and issues raised
by an intemational register of the type contemplated by the proposed convention.

Professor Cuming has circulated a discussion paper ("registry discussion paper")
cutlining registry-related questions and issues4!,

The registry discussion paper is conceptual in nature, leaving more detailed and specific
discussion for the first meeting of the registry group set for 16-18 April 1996,

We would make two general and preliminary observations on the registry discussion
paper. First, as mentioned in Section 6 of this second memorandum, and as set forth in
paragraphs (7), (39) and (40) of the annexure to, and Articles 4 and 17 of, the aviation
text, we would encourage the participants at the registry group meeting to seriously

provisional view is that, on balance, the first set of considerations would appenr to outweigh the second, and thas that the
appropriate references in this context may welf be the position taken by the country of aircraft registration.

While the competing considerations are in broad terms the same as regards remedies, particularly in connection with the
mode of enforcement thereof, the balancing thereof may produce a different conclusion.

40 See The Foreign Sovereign Immunities Act of 1976 (US law), State Immunities Act 1978 {English 1aw), Juris Classeur,
droit civil, immunijtés de juridiction et d'exécution, Art. 14 and 15 Fasc. 70, para. 62 et seq. (French law), and Geimer,
Internationales ZivilprozeBrecht, 2nd Editional, Note 560 et seq, {German law); of. Matsuyama & Sono v. Republic of
China, 7 Taishinin Minji Hanreishu 1135 (Japanese law).

4 See Exploratory Report: An Intemnational Registry for International Interests in Mobile Equipment, Unidroit, 1996, Study
LXXIC - Doc. §.
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consider, in the context of aircrafi property, the "hybrid model" as the starting point in
building the international register system. Second, without suggesting that certain
_ systematic and error risks ought not to reside with the supervisors and/or operators of the

system, as regards allocation of risk between filing parties and searching parties, we
believe it should fall on the former. Simply put, searching parties must be able to rely on
the non-existence of filings as they prepare to make large dollar advances. In furtherance
of this objective, we recommend that registrations not be effective until "searchable”. See
Article 17(4) of the aviation text. Filing parties can protect themselves by not advancing
funds until their own filings are searchable.

9 Court(s) Having the Authority te Make Determinations Binding upon the
International Register System

We would reserve our position on this issue pending further development of the proposals
on the nature of the international registry system, on the one hand, and jurisdiction under
the proposed convention, on the other.

Certain Considerations

This 1s another complex question with broad political and legal implications. While this
question is not limited to aircraft property, once again it is of considerable interest to the
aviation finance community.

This issue recetved considerable attention at the October meeting, and there were a
multiplicity of views expressed. As noted in point 29 of the summary report, the issue
was deferred pending consideration by the study group in April, 1996 with the following
possibilities being listed:

(1) any designated national court could make orders’ binding upon the
international register system;

(i)  anew international tribunal could be created with authority to make orders
binding upon the international register system;

(ili) no courts would have aunthority to make such binding orders; rather,
national courts would make in personam orders (that is, orders binding on
the litigants (rather than on the registrar)) to take actions with respect to
the registry (or, if not; would result in national sanctions against the parties
for not following national court orders);

(iv)  respecting the (presumably exclusive) forum choices, if any, contained in
the financing or leasing contract; and

{v) the registrar itself would take all such decisions in light of all available
documents, including national in personam orders.

Each of the above-mentioned alternatives has its shortcomings. Possibility (i) runs the
risk of two inconsistent orders, as well as qualitative concerns. Possibility (i), while

Q0T DO 00007 6.004) B



having numerous theoretical benefits, including certainty and uniformity -- and even
having the potential to serve as a court of exclusive jurisdiction on all matters under the
proposed convention -- would not appear to be very practical, would be costly in terms of
time and expense, and would run into considerable political resistance. Possibility (iii),
which, along with Possibility (v}, may be the most realistic, may result in delays,
confusion, etc. Possibility (iv) would force the parties to select an exclusive forum, which
often is commercially unacceptable, or otherwise has the same problems set forth in
Possibility (i). In addition, all disputes might not be between the two contracting parties.
The desirability of Possibility (v) depends on the quality of the registry organisation,
which is a guestion, and raises issues regarding an appeal procedure, if any.

One other alternative comes to mind: designating an existing court or courts as having
exclusive jurisdiction2, While this alternative has certain benefits, the political
resistance is also likely to be considerable.

One final point. However this issue is resolved, it will, to some degree supersede
Article 16(3) of the Brussels Convention of 1968, which states that "in proceedings which
have as their object the validity of entries in public registries"” the courts of a contracting
state thereto in which the register is kept shall have jurisdiction®3,

Part I}I Certain Explanatory Comments on the Draft Aviation Text

Reference is made to Annex 2, which contains a draft of the aviation text marked to
indicate changes from the revised third draft.

In part 1H of this second memorandum, we will provide certain explanatory comments on
the aviation text where it contrasts with or builds upon the revised third draft. We would
emphasise that this commentary is not intended to be comprehensive but instead wil} only
address points/recommendations not made in either the first memorandum or parts [ or l
of this second memorandum (see Annex 3 for appropriate cross-references between such
points/recommendations and the aviation text) and not self-explanatory.

With initial Article references being to those in the aviation text, please note as follows:

Article 1(1)  we have suggested amendments to Article 1(1) of the revised third draft to
provide somewhat more detail on the important matter of the scope of
application, generally, and to note that priorities between international
interests and national interests will be addressed, in particular;

Atticle 1(3) please note that assignment documents and security assignment
agreements are listed and treated separately (see also the definitions at

42 . By way of example, certain existing courts might be granted exclusive jurisdiction regarding registry-related marters in
respect of aircraft property registered as to nationaiity in specified regions.

43 Ser 1968 Brussels Convention on Jusisdiction and Enforcement in Civit and Commercial Matters, Article 16(3).
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Article 2(1)

ote:

Article 3

Article 4(3)

Article 5

Article 7(a)

Article 10

HERIOT-GOR T TOAI0T6 (0]

paragraphs (6) and (42) of the annexure to the aviation text); the latter is in
certain respects treated similarly to security agreements (see Article 10 of
the aviation text), while the former is treated similarly to transfers; where
appropriate, they are treated together (see Article 16 of the aviation text);

given our recommendation that the proposed convention should apply to
contract rights and transfers, we think the term "property" rather than
"object" is more flexible and appropriate;

helicopters (to be defined) have been included as a separate category of
property {in paragraph (3) of the annexure to the aviation text); please note
the bracketed reference to helicopters in the definition of aircraft property:
we reserve at this stage on the guestions of whether and to what extent the
recommendations of the aviation working group ought to apply with equal
force to helicopters;

we have moved the connecting factor provision from Article 3 of the
revised third draft to Article 24 of the aviation text, and have included
detailed recommendations on that set of issues;

given the numerous additions to and length of this Article, we have placed
the terms in alphabetical order in the definition annexure;

assuming the "hybrid model" and the suggested role of satellite registrars,
a question remains as to whether satellite registrars should be exclusive
points of access in respect of filings only, or searching as well as filing; in
addition, and as previously mentioned, the role of the central registrar as a
point of access is to be determined as registry matters in general become
more developed (see also Article 17(2) - (4) and Article 18(1), (2) and (4));

the lead-in to Article 5(1) and all of Article 5(2) of (and paragraph (18) of
the annexure to) the aviation text address very fundamental points relating
to the creation of an international interest and related proprietary and
formality issues; we appreciate that these points have been expressed more
directly than is customary in international conventions of this kind; we
leave open the possibility that certain points of detail might be more
appropriately contained in official comments or explanatory reports (see
Article 30(3) of the aviation text) to the proposed convention;

as with Article 5, whether the relevant detail provided in paragraph (8) of
the annexure to the aviation text relating to this Article 7(a) is necessary
may depend upon the form and function of the official comments and
explanatory repori;

please consider these draft provisions on the basic convention remadies
applicable to a security assignment agreement upon a default by a security
assignment assignor;

1
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Arficle 12

Article 17

Article 22(1)

Article 23(1)

Article 23(5)

Article 24(2)

Article 12(2) of the revised thirc draft permits a contracting state to limit
non-judicial remedies in connection with a security agreement (but not a
title reservation agreement or leasing agreement); our recommendations
regarding these provisions would clarify that this issue applies to all
remedies (save a judicial sale), including additional remedies -~ we are of
the view that a contracting state should be asked to enter a specific
reservation if, as a policy matter, its seeks to prevent non-judicial
remedies; we reserve on the question as to whether for this purpose the
relevant contracting state should be the country of aircraft registration or
the country in which the forum sits;

we would submit that the unqualified deference to the procedural law
(which has a wide range of meaning across legal systems) contained in
Article 12(1) of the revised third draft presents the potential to underrnine
the terms and intention of the remedy provisions; we have therefore
recommended that Article 12(1) be subject to the overriding provisions of
Article 12(2) (non-judicial remedies) and Article 13 (remedies timetable);

this provision sets forth other interests that may be registered with the
international register system, and by whom they may be so registered;

in addition to setting forth broad priority rules, the lead-in makes clear that
these priority rules also apply in respect of insurance proceeds {as agreed
at the October meeting);

pursuant to sub-paragraph (e), countries may differentiate between classes
of preferred national creditors in cases in which they are and are not the
country of aircraft registration;

the point set forth in sub-paragraph (h) is new and admittedly broadens the
scope of the proposed convention; it has, therefore, been left in square
brackets; as discussed above, given the extent to which the world's airline
community includes government-owned and-controlled entities, our
provisional recommendation -- which we would ask Unidroit to consider
and on which we will revert after further consultations -- is that this clause
is necessary to carry out the terms and intention of the proposed
convention as relates to aircraft property;

we will revert in due course on the relationship between the proposed
convention and Unidroit's Convention on International Financial Leasing;

as previously indicated, we have reserved on the question of whether
reference should be made to the country of aircraft registration or,
alternatively, to the country where the forum sits in determining the
applicability of the optional contractual choice of law and additional
remedies/mode of enforcement provisions; in addition, we have not yet
taken a firm view on whether (initially or currently installed) aircraft
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Article 25

Article 27

Article 28

Article 31

Article 32(2)

Annexur

Para. (7)

Para. (10}

engines should be treated similarly to airframes in referring, for these
purposes, to the country of aircraft registration;

the proposed convention sets forth a discrete set of rules that should not be
prejudiced or qualified on grounds of inconsistency with mandatory rules
or (except in the case of Article 24(1)}(b) or (d)) public policy; the
overriding objectives of the proposed convention, certainty and
predictability, in our view demand this provision; the issues that face these
types of objections are in our parlance "optional” and may be reserved
upon by contracting states in accordance with Article 31 of the aviation
text;

this is a broader revision of Article 13 of the revised third drafi, which was
limited to 'the effects of international interests as between the parties; we
have previously emphasized the importance of the express non-
applicability of the proposed convention to certain tangentially related
third-party and other matters, such as the national taxation and non-
contractual liability, and would draw attention specifically to the precedent
on this point to be found in Article 5 of the United Nations Convention on
Contracts for the International Sale of Goods;.

" the proposed convention shall constitute national law with universal

application;

this provision sets forth the important rules relating to reservations that
constitute a central feature of our approach to the proposed convention;
and

without restricting the ability of any contracting state to denounce the
proposed convention at any time, this provision makes clear that any such
denouncement would not affect the rights of parties entering into
transactions while the proposed convention was in effect in a contracting
state; this would significantly reduce the change-in-law risk in asset-based
financing and leasing transactions.

please note the bracketed language at the end of this clause, which is
intended to suggest that it might be desirable to have a different central
registrar for aircraft property than for other property; it would, however, be
premature at this stage to express a view on this important issue;

included in the definition of "courts" is the possibility of state-controlled
arbitral tribunals (as agreed at the October meeting);
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Para. (22) in Article 22 of the aviation text, we have attempted to provide a
comprehensive priority scheme including in relation to disputes involving
national interests (see also paragraph (33) of the annexure for a listing of
registrable national interests -- which are meant to be existing property
rights other than those representing or analogous (under national law) to
international interests under the proposed convention); see also paragraph
26 of the annexure for the definition of "preferred national interests" that
would prevail without registration;

Para. (27) the term "primary insolvency jurisdiction" is based on the analogous
concept contained in the draft EC Convention on Insolvency Proceedings
but contains amendments as regards the rebuitable presumption wording.

Concluding Comments

We hope that Unidroit will give due consideration to the views set forth in this second
memorandum and in the aviation text and, consequenily, that the aviation working group
will remain in a position to vigorously promote the commercial and political acceptance
of the proposed convention. In this regard, we would note that while we have kept certain
governmental representatives {including European and U.S. export credit agencies and
certain representatives of departments of state) informed of our work, and are sending
copies of this second memorandum to those listed on the schedule hereto, the views
expressed herein are solely those of the aviation working group.

We understand that the principal draftsman of these materials, Jeffrey Wool, will be
attending both the study group and registry group meetings in April 1996 to address any
guestions and provide elaboration on these materials. Please note that we are also
available to provide additional assistance as appropriate.

On matters of procedure, may we suggest the following. Subject to the decisions taken by
Unidroit in April 1996, we would be pleased to continue building aviation industry
support for the aviation text (as appropriately amended) and to determine the appropriate
recommendations on the few points on which we have reserved, while continuing our
consultation and coordination with the study group, on development of the base text, and
with the registry group, on matters relating to the international register system.
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We appreciatle tite opporturdty o expresy the views of the avistion working group on
these mettors and to paricipsts direatly in the process of producing g commercially
oriented end legally sound convemion cn seourdty end Isaglng rights over aircrafi

property.

Beaoit Debaing Esuneth Peters

Viee President, Customer Finance
Alrbus Industde The Boaing Company

Sincerely youzg, |
Assigtant Tregeurer
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We appreciate the opportunity to express the views of the aviation working group on
these matters and to participate directly in the process of producing a commerciaily
oriented and legally sound convention on security and leasing rights over aircraft

property.

Sincerely yours,

Benoit Debains Kenneth Peters
Vice President, Customer Finance Assistant Treasurer
Airbus Industrie : The Boeing Company

N.B. THIS PAGE HAS BEEN INCLUDED FOR PURPOSES OF CLARITY AND
LEGIBILITY.

{PLLEASE REFER TO PREVIOUS PAGE FOR AIRBUS INDUSTRIE/THE
BOEING COMPANY SIGNATURE.]
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ANNEX 1

Convention on Internatiohaﬂ Interests
in Mobile Equipment

DRAFT AVIATION TEXTY
CHAPTER. 1

SPHERE OF APPLICATION AND GENERAL PROVISIONS
Article 1

!- This Convention provides for the creation of an international interest in mobile
equipment, - determines certain effects of such international interest between the
contracting parties, and establishes the relative priority among international interests and
between international interests and national interests in mobile equipment,

2- The international interest shall be of an autonomous character and shall have
effect throughout the territories of the Contracting States.

3- For the purposes of this Convention an international interest in mobile equipment
is an interest in property of a kind listed in Article 2:

{(a) granted by a chargor under a security agreement;

(b) retained by a seller under a title reservation agreement;

{c) retained by a lessor under a leasing agreement;

(d) granted by a security assignment assignor under a security
agreement;

{e) transferred by a transferor under a transfer document; and

(f) assigned by an assignor under an assignment document.

* Certain explanatory comments in respect of this draft aviation text are contained in Part T of the aviation
working group memorandum dared 7 March 1996, The general commercial and legal basis for the contents of
this draft aviation text is set forth in the aviation working group memorandum dated 15 May 1995, as amended
by the aviation working group memorandum dated 6 Octoher 1995, and as supplemented by Parts | and 1l of
the aviation working group memorandum dated 7 March 1996, in each case prepared jointly by Airbus
industrie/The Boeing Company (on behalf of the aviation working group) and submitted by invitation to

© Unidroit.

Certain provisions in this draft aviation text have been presented in overly broad {erms to facifitate analysis of
theis underlying commercial and legal principles, 2nd thus require further development in due course.

While this drafi aviation 1ext builds upon the revised (third) drafl of the proposed convention, see Unidroit,
1996. Study LLXXII - Doc. 22, 1996, it should not be regarded as representing the views of Unidroit  Rather,
this draft aviation fext has been submitied to Unidroit by the aviation working group as a set of
recommendations designed to facilitate and reduce the cost of asset-hased leasing and {inancing.
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Article 2
1- This Convention applies in relation to property of any of the following kinds:

(a) airframes;

(b)  aircraft engines;

{c) [registered ships];

(d)  oil rigs not intended to be permanently inmumobilised;
(e) containers [with z cubic capacity of not less than xJ;
® railway rolling stock; '

(g) satellites;

(h)}  helicopters; and

(i) [others]

2- [Provision for an amendment of list from time to time by designated body
pursuant to Article X]

Article 3

The terms and expressions listed in the annexure shall have the meanings set forth therein -
when.used in this Convention.

CHAPTER I

THE INTERNATIONAIL REGISTER S8YSTEM
Article 4

1-  An international register system comprised of a central registrar and satellite
registrars shall be established for the purpose of registering international interests and for
purposes of Article 22 registrable national interests in conformity with this Convention.

2- The central registrar shall be located in such place or places and managed under
the direction of such body as shall be determined from time to time by the Governing
Council of the International Institute for the Unification of Private Law (Unidroit) and
shall be operated in accordance with the regulations.

3- The satellite registrars shall:

(a) [together with the central registrar,] be the only access points to the
international register system [through which registrations can be made,
amended and discharged under this Convention in accordance with
Articles 17-19 and the regulations}; and

(b) be managed and operated in accordance with the regulations.

PACE 2
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4- The international register system shall be organised such that:

{a} registrations in respect of aircraft property shall be made by refererice to
the manufacturer's serial number of such aircraft property; and

(b)  registrations in respect of [other property] shall be made by reference to
[appropriate asset identification criteria].

CHAPTER IlI

CREATION OF INTERNATIONAL INTERESTS:
CONDITIONS OF APPLICATION OF CHAPTERS IV TQ IX

Article 5

1- Subject to the provisions of Article 20, an international interest in property is
created under this Convention, and Chapters IV to IX apply to such an interest as an
international interest in property, only where the agreement providing for the interest:

(a) is in writing signed by or on behalf of the parties;

| 15} relates to property in which the chargor, seller, lessor, transferee, assignee,
security assignment assignee or engine rights grantor has an interest;

{c) describes the property to which it relates in a manner sufficient to enable it
10 be identified; and

(d) in the case of a security agreement, states the obligations secured.

2-  An agreement that complies with the requirements of Article 5(1) shall for all
purposes of this Convention create and constitute a valid international interest regardless
of whether or not:

(a) the form of the inmterest so created would otherwise be recognised in a
Contracting State;

(b)  additional actions or formalities would otherwise be required under the
national law of a Contracting State to create such an interest in property;

() application of otherwise applicable private international law rules of a
Contracting State would determine the validity of such interest under othe
laws; and/or ’

(d) other grounds exist under national law (except only in relation to the
capacity of a person to enter into an agreément) that but for this provision
would Jead to the invalidation or non-recognition of such interest in

property. '
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CHAPTER IV

EFFECTS OF AN AGREEMENT FOR AN INTERNATIONAL
INTEREST AS BETWEEN THE PARTIES

Article 6

l- The parties may agree in writing to exclude, wholly or in part, any rights conferred
on the chargee, seller or lessor, security assignment assignee, assignee, transferee, engine
rights grantee by this Chapter.

2- This Chapter has effect subject to the provisions of the Unidroit Convention on
International Financial Leasing of 1988, where applicable.

Article 7

The parties may provide in their agreement.:

(a)  that the selected law shall govern all matters relating to their contractual
rights and obligations under the transaction documents; and

(b) in the case of a security agreement, a title reservation agreement, a leasing
agreement and a security assignment agreement, as to what constitutes
default ("default") giving rise to the remedies specified in Articles 8 to 11,

Article 8
1- In the event of default by the chargor under a security agreement, the chargee
may:

{(a) obtain a court order for sale of all or part of the property ¢harged to it and
payment of the proceeds to the chargee, or otherwise obtain the proceeds
and other benefits of realisation of the property;

(b)  take possession of all or part of the property; and/or

(c)  sell or grant a lease of all or part of the property -

to the extent and on the terms set forth in the security agreement.

2- At any time after default by the chargor, the parties may agree or the court may on

the application of the chargee order that ownership of and title to all or part of the
property charged to it shall vest in the chargee in satisfaction of all or any part of the
chargee's claims under the security agreement.

3- In exercising its powers under Article §(2), the court shall have regard on the one
hand to the value of the property to be vested in the chargee and on the other to the
amount of the obligation that is to be satisfied by the vesting.
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4- At any time before sale of the charged property or the making of an order under
Article 8(3), the chargor may redeem the property by paying the full amount secured by
the security interest, subject to any lease granted by the chargee under Article 8(1)(c).

5- A sale by the chargee in exercise of its rights under Article 8(1)(c), pursuant to an
order of the court under Article 8(1)(a), or pursuant to Article 11, shall pass title to the
- purchaser free from any other intemational interest or any national interest over which the
chargee's international interest has priority under the provisions of Article 22. Where
such a sale results in a surplus above what is due to the chargee and is secured by the
property sold, the surplus shall be paid by the chargee to the holder of any other registered
interest ranking after the chargee's international interest or, if there is none, then to the
chargor.

Articie 9

In the event of default by the buyer under a title reservation agreement or by the lessee
under a leasing agreement, the seller or lessor (as the case may be) may take possession of
all or any of the property to which the agreement relates to the extent and on the terms set
forth in the agreement.

Article 10

i- In the event of default by the security assignment assignor under a security
assignment agreement, the security assignment assignee shall as against the security
assignment assignor be entitled to:

(a) receive and apply against the secured debt all payments from the obligor in
respect of the assigned rights and the proceeds and benefits of realisation
of such assigned rights; and

{b) exercise such assigned rights in accordance with the provisions of the
agreement to which such assigned rights relate.

2- Any payments or proceeds referred to in Article 10(1)(a) in excess of the amount
secured by such security assignment agreement shall be for the benefit of the holder of
any other registered interest ranking after the security assignment assignee's international
interest or, if there is none, shall be retained by the security assignment assignee or held
for the benefit of the security assignment assignor (as the case may be) in accordance with
applicable law.

3- The provisions of this Article 10 shall be without prejudice to the rights available
to the security assignment assignee under applicable law prior to a default.

Article 11

The parties may agree upon any additional remedies for default by the chargor, buyer,
lessee or security assignment assignor to the extent that they are consistent with the
preceding provisions of this Chapter IV and are permitted under the applicable law of the
relevant Contracting State.
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Article 12

I- Subject to Article 12(2) and, if applicable, Article 13(1) and (2), any remedy
provided by this Chapter shall be exercised in conformity with the procedural law of the
place where exercise of the remedy is sought.

2- The remedies available upon default to a chargee under Articles 8(1)(b) or (¢}, to a
seller or lessor under Article 9, to a security assignment assignee under Article 10 and to a
chargee, seller, or lessor or security assignment assignee (as the case may be) under
Article 11 may be enforced without judicial proceedings, assistance, approval or
intervention unless the relevant Contracting State has entered a reservation with respect to
this Article 12(2).

CHAPTER V

CERTAIN ADDITIONAL PROVISIONS
RELATING TO INTERNATIONAL INTERESTS

Article 13

I - .. Judicial proceedings relating to the ability of a chargee, seller or lessor to take
possession of all or any property as a result of a default under an agreement shall be
completed within five (5) working days after the commencement of such judicial
proceedings in a Contracting State, and such judicial proceedings shall be so commenced
in a Contracting State within three (3) working days after an initiating instrument has
been lodged by the holder of an international interest with the relevant authorities in such
Contracting State.

2- Without prejudice to Article 23(2)(b), judicial proceedings relating to any other
claim or right under this Convention shall be completed within thirty (30) days after the
commencement of such judicial proceedings in a Contracting State, and such judicial
proceedings shall be so commenced in a Contracting State within three (3) working days
after an initiating instrument has been lodged by the holder of an international interest
with the relevant authorities in such Contracting State.

Article 14

Notwithstanding the insolvency laws in effect in any Contracting State that is the primary
insolvency jurisdiction:

(a) if and to the extent that the chargor, buyer or lessee has so agreed in the
agreement to which a registered international interest relates:

() upon the earlier of (x) thirty (30) days of the insolvency event date
and (y) the date (if any) on which under such insolvency laws the
chargor, buyer or lessee would be required to cure all defaults
under the agreement and transaction documents or return and
deliver the property to the chargee, seller or lessor (such earher
date "the cure/return date™), the chargor, buyer or lessee shall cure
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all such defaults and agree to perform all future obligations in
accordance with the terms of the agreement and other transaction
documents or return and deliver the property to the chargee, seller
or lessor in accordance with and in the physical condition required
by the terms of the agreement;

(i)  no enforcement action or othet exercise of remedies permiitted
under Article 8, 9, 11, or 23(2) by the chargee, seller or lessor
against the chargor, buyer or lessee or the property upon the
occurrence of default after the cure/return date shall be stayed,
prevented or delayed; and '

(iii)  no contractual obligations or undertakings of the chargor, buyer or
lessee under the agreement or transaction documents may be
restructured, amended or modified without the consent of the
chargee, seller or lessor; and

(b)  no class of creditors or other persons except holders of preferred
insolvency interests may have priority under the msolvency laws of the
primary insolvency jurisdiction over the rights and interest in property of a
chargee, seller or lessor under this Convention. ‘

Article 13

Each Contracting State (which is not the primary insolvency jurisdiction) in which
property is situated shall on an expedited basis cooperate with and assist the relevant
authorities in the primary insolvency jurisdiction in carrying out the provisions (if
applicable) of Article 14.

Article 16

l- Subject to Article 16(2)(a), an obligor shall be bound by the terms of any security
assignment agreement or assignment document (as the case may be) to the extent it has
[consented in writing thereto].

2- The law governing the security agreement, title reservation agreement or leasing
agreement that is the subject of a security assignment agreement or an assignment
document shall:

(@)  determine the assignability of the assigned rights; and
(b) determine:

(i) the relationship between the security assignment assignee or the
assignee (as the case may be) and the obligor;

(it the conditions under which the security assignment agreement or
assignment document can be invoked against the obligor; and
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(iii) any questions as to whether the obligor's obligations have been
discharged -

but only to the extent that the matters set forth in clauses (a)(i} - (iii) above
have not been addressed in the obligor consent referred to in Article 16(1)
or by the terms of Article 16(3).

3- In the event that an obligor is bound under this Convention or otherwise
applicable law to conflicting security assignment agreements, assignment documents or
national interests relating to the assigned rights, the relative priority of the rights of the
competing security assignment assignees, and assignees and other national interest
holders, shall rank as against the obligor in the order in which the same were registered in
the international register system.

4-  No national interest in assigned rights is registrable under this Convention except
a registrable national interest as defined in sub-clause (i)} of paragraph (33) of the
annexure.

CHAPTER VI

REGISTRATION OF INTERESTS
Article 17

1- (a) An international interest may be registered in the international register
system by the holder of such interest where:

(1) the agreement relating to it conforms to the provisions of
Article 5(1); and

(ii)  all parties to the agreement have consented in writing to the
registration.

(b) The following additional interests may be registered in the intemational
register system by the parties so noted below:

(i) the interest of a security assignment assignee or assignee (as the
case may be) as against an obligor arising by virtue of the obligor's
consent ("obligor consent"} to a security assignment agreement or
assignment document (as the case may be) - by the security
assignment assignee or assignee (as the case may be);

(i)  the interest of a holder of a registrable natignal interest in property -
by the holder of such interest; and

(ii1)  the interest of the holder of a registered interest arising by virtue of
an agreement by the holder of another registered interest to
subordinate its priority in property to that of the registered interest
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of such person - by the person to whose interest another's has been
subordinated.

(c) Notices of intention to file a registration in respect of an international
interest may also be registered [by the holder of a prospective international
interest] ("priority notice™).

2- A party entitied to register with the international register system pursuant to
Article 17(1} may transmit or deliver to [the central registrar or] the relevant satellite
registrar (as the case may be) a notice in writing ("registration notice") conforming to the
regulations in respect of such types of registration.

3- Registration notices shall be accompanied by such supporting documents and
evidence as are required by {the central registrar or] the relevant satellite registrar (as the
case may be) acting in accordance with the regulations, including:

(a) in respect of the registration of an international interest, evidence that the
agreement complies with the requirements of Article 5(1)a), (¢} and (d)
and that the parties to such agreement have consented to the registration;

. (b)  in respect of the registration of an obligor consent, evidence that the
obligor has consented to the relevant security assignment agreement or
assignment document {as the case may be),

(c) in respect of a registrable national interest, evidence that such interest
validly exists under the relevant national law;

(d) in respect of the registration of & subordination, evidence that the party
subordinating its interest has consented to the registration; and

(e) in respect of the registration of a priority notice, evidence [of the existence
of the prospective international interest] [that the prospective chargor,
lessee or buyer has consented to the registration of such priority notice].

4 - All registration notices complying with the requirements of Article 17(1)-(3) shall
be registered in the international register system by [the central registrar or] the relevant
satellite registrar (as the case may be). Registration takes effect when a registration notice
has been recorded in the international register system, has been allotted a registration

number and is searchable. A registration notice 1is "searchable" when
[ I.
5- Registration remains effective up to the date or until expiry of the period specified

in the registration notice.

6- A registration is valid despite an irregularity in the registration notice unless the
irregularity is seriously misleading and the relevant party is actually misled by it.
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Article 18

l- A party entitled to register with the international register system pursuant to
Article 17 wishing to have its registration amended shall transmit or deliver to [the central
registrar or] the relevant satellite registrar (as the case may be) a notice in writing
("registration amendment notice™) conforming to the regulations in respect of such types
of registration.

2- Registration amendment notices shall be accompanied by such supporting
documents and evidence as are required by {the central registrar or] the relevant satellite
registrar (as the case may be) acting in accordance with the regulations including the same
evidence in respect of such amendment as was required in connection with the registration
being so amended.

3- An amended registration takes effect when a registration amendment notice has
been recorded in the international register system and is searchable, and remains effective
up to the date or until expiry of the period specified in the registration amendment notice.

4- The registration shall be discharged on the earlier of the date or period specified
pursuant to Article 17(5) or Article 18(3) (as the case may be) and on the transmission or
delivery to {the central registrar or] the relevant satellite registrar (as the case may be) in
conformity with the regulations of a notice in writing ("registration discharge notice")
signed by or on behalf of the party making the registration. Such registration discharge
notice shall be accompanied by supporting documents and evidence as are required by
[the central registrar or] the relevant satellite registrar (as the case may be) acting in
accordance with the regulations.

Article 19

A certificate of registration that records the time when any registrahon becomes
searchable issued by [the central registrar or] the satellite registrars (as the case may be)
shall be prima facie evidence of the fact, time, order and contents of registration without
the need to prove the authenticity of the certificate.

Article 20

Articles 17 to 19 apply mutatis mutandis to a prospective international interest as they
apply to an international interest.

[Article 2]

Liability of International Registry]
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CHAPTER VII

EFFECTS OF AN INTERNATIONAL INTEREST
AS AGAINST THIRD PARTIES

Article 22

1- Subject to Article 22(2), the holder of a registered interest in property ("the
registered interest holder") has priority over any competing interest in such property or
insurance proceeds payable upon the physical loss of such property of:

(a) the holders of all unregistered international interests in such property;

(b)  the holders of all unregistered national interests in such property (whether
or not such national interests were registrable national interests) except
preferred nationa! interests;

{c) the holders of all registered interests in such property that have been
registered with the international register system subsequent in time to the
registration of the interest of the registered interest bolder, except:

(i)  a holder of a registered interest to whom such registered interest
holder has subordinated its registered interest as evidenced by a
registered subordination notice; and

(if)  the holder of an international interest to whom such registered
interest holder has transferred or assigned its international interest
in such property; and

(d) the holders of all previously registered interests in such property:

(i) that have been transferred or assigned to the registered interest
holder pursuant to an agreement registered under this Convention;

(1)  that have subordinated their interests in such property to that of the
registered interest holder pursuant to a subordination evidenced by
a registered subordination notice; or

(iii)  to the extent of any [value added] [advances made] by such holders
without a pre-existing obligation to do so and at the time when it
had actual knowledge of the registered interest of the registered
interest holder.

2-  {a) A registered interest holder who has acquired its interest from a chargee,
seller or iessor, whether by contract or by operation of law, shall have the
same priority rights in property as the person from whom it acquired its
mnterest,
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(b)  The priority rights of a [person] [holder of a prospective international
interest] registering a priority notice in accordance with Article 17(1)(c)
shall be the same as those of a registered interest holder under Article
22(1), determined as of the date of the registration of such priority notice,
if a registration notice evidencing the international interest that was the
subject of such priority notice is registered within [seven (7) days] of the
registration of such priority notice.

3- The priority of interests as among and between holders of unregistered interests
shall be determined in accordance with otherwise applicable law.

4-  {(a) An international interest is valid against the trustee in bankrupicy if prior to
the bankruptcy the international interest has been registered in conformity
with this Convention.

(b) For the purpose of this Article 22(4) "trustee in bankruptcy” includes a
liquidator, administrator or other person appointed to administer the estate
of the chargor, lessee, buyer, security assignment assignor or obligor, for
the benefit of the general body of creditors.

5- - - Subject to Articles 14 and 15, nothing in this Article 22 shall affect any other rules
of insolvency law applicable to the insolvency of the chargor, buyer, lessee, security
assignment assignor or obligor. '

CHAPTER VIII

SPECIAL PROVISIONS FOR AIRCRAFT PROPERTY
Article 23

l- For purposes of this Convention as the same relates to aircraft property the
following supplementary provisions and modifications and amendments to this
Convention shall apply:

(a) a "leasing agreement" as defined in paragraph (20) of the annexure and
referred to in this Convention shall include agreements that are otherwise
within the definition thereof but are for a period of less than three (3)
years;

(b) for purposes of paragraph (31) of the annexure the reference to a
registration "against property to which an agreement relates”" means a
registration against the manufacturer's serial number of such aircraft

property;

(c) for purposes of Article 5(1)(c) a description of aircraft property that
contains its manufacturer's serial number and the name of the manufacturer
and model designation shall be "sufficient to enable it to be identified";
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(e)

®
(g)

(h)

(1)

(a)

(b)

the provisions of Article 6(2) shall not apply as contemplated by Article
233k

each Coniracting State may in its ratification instrument differentiate for
purposes of Article 22 between holders of "preferred national interests” in
cases where such Contracting State is the country of registration and in
cases where it is not the country of registration;

the provisions of Article 22(1)(d)(iii) shall not apply;

the priority of a registered international interest of an engine rights grantee
in aircraft engines shall be the same as a registered interest holder (as
defined and set forth in Article 22(1)) without further condition if at the
time of any priority dispute the specifically identified engine that is the
subject of the special engine agreement is installed on the specifically
identified airframe referred to in such special engine agreement.

a waiver of sovereign immunity from jurisdiction of the courts referred to
in Articles 24(1)(a) and (b) and Article 23(1)(i), and/or in respect of
enforcement against property in accordance with Articles 8-11, 13(1} or
14(a)(i1), shall be valid and binding under this Convention; and '

in addition to the courts of Contracting States set forth in Articles
24(1)Xa)(i) and (ii) and Article 24(1)(b), the courts of the country of
registration shall also have jurisdiction over disputes giving rise to legal
proceedings relating to the subject of this Convention.

This Article 23(2) applies only where the chargor, buyer or lessee has
agreed in writing and has submitted an authorisation which is expressed to
be irrevocable and exclusive in favour of the chargee, seller, lessor,
assignee or security assignment assignee ("authorised party™) to the
relevant aviation authority in the country of registration in the form
required under the regulations.

After a default by the chargor, buyer or lessee and upon application by the
authorised party, the relevant authorities in the country of registration shall
[within seven (7) days] of such application take all actions necessary to:

(i) - effect the deregistration of the aircraft property; and

(i)  permit and authorise the export and removal of the aircraft property
from its territory -

provided that any registered interest in the aircraft property having priority
over the interest therein of the authorised party shall have been satisfied or
the holder of any such prior registered interest shall have consented to such
deregistration, export and removal.
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(¢)  Ifthe defanlt and all other defaults are fully cured by the chargor, buyer or
lessee prior to the deregistration of the aircraft property, the authorised
party shall promptly withdraw the application (if any) made to the relevant
aviation authorities in accordance with Article 23(2)(a).

(d)  The provisions of this Article 23(2) shall be without prejudice to any right
that the chargee, seller, lessor, assignee or security assignment assignee
may have under the national laws of the country of registration to effect
such deregistration of the aircraft property and the export and removal of
the aircraft property (i) without the authorisation of the chargor, buyer or
lessee referred to above or (ii) pursuant to other applicable procedures in
less than [seven (7) days].

3- A person taking possession of an airframe (in accordance with Articles 8-11, or
14(a)(i) or (i1)) shall not be liable as a result of such action to any person with an interest
in an aircraft engine installed thereon, provided that such person makes reasonable efforts
to promptly search the international register system and identify, contact and cooperate
with the holder (if any) of a registered interest in such aircraft engine having first priority
therein under Article 22.

4-  (a) Where a Geneva Convention Contracting State is the country of
registration: *

{1 the reference to the "laws" of such Geneva Convention Contracting
State for purposes of Article I{1)(i) of the Geneva Convention of
1948 shall be to the laws of such Geneva Convention Contracting
State after giving effect to the implementation of this Convention
as ratified by such Geneva Convention Contracting State in its
ratification instrument; and

(ii) it shall not prohibit the registration of any right or interest under
this Convention pursuant to Article II(3) of the Geneva Convention
of 1948.

(b)  As between Geneva Convention Contracting States, the term "aircraft”" as
referred to in Article 1(1)(a)-(d) of the Geneva Convention of 1948 shall be
replaced by the terms "airframes” (as defined in this Convention) and
"aircraft engines (as defined in this Convention) installed on airframes [at
the time of registration}".

The draft provision requires elaboration and refinement in order to ensure its consistency/coordination with the
terms of the Geneva Convention of 1948; such provision (along with Article 23{5)(a}) has been drafted broadly
and stmply to facilitate general anaiysis.

By way of exampte, it wili need to be made clear that, for purposes of Aricle (1)) of the Geneva
Convention of 1948, "a public record of the Contracting State in which the aircraft is registered as to
nationality" shatt be dezmed to include the relevant satellite registrar of the international regisier system under

this Convention.
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5- This Convention shall, for the Contracting States, supersede the following
conventions between two or more of them:

(a) the Geneva Convention of 1948 except in respect of each Geneva
Convention Contracting State's undertakings in Article 1 of the Geneva
Convention of 1948;

(b} the Convention of 1933 for the Unification of Certain Rules Relating to the
Precautionary Arrest of Aircraft but only to the extent that the Contracting
State [in which the aircraft property is arrested] [which is the country of
registration] has not entered a reservation in its ratification instrument with
respect to Article 12(2); and

[(c)  the Unidroit Convention on International Financial Leasing of 1988 as the
same relates to aircraft [but only to the extent that such convention is
inconsistent with the provistons of this Convesntion].]

CHAPTER IX

CERTAIN JURISDICTIONAL, COORDINATIVE AND FINAL PROVISIONS
Article 24

] - (a) The courts of & Contracting State shall have jurisdiction over disputes
giving rise to legal proceedings relating to this Convention if such
Contracting State is:

(1) the legal domicile of the chargor, buyer, lessee, transferor, assignor,
security assignment assignor or engine rights grantor (as the case
may be), or is the location in which the centre of such party's main
interests is situated; or

(i1)  the location in which the relevant property is based or situated.

(b} The courts of any other Contracting State designated by the parties to an
agreement shall also have jurisdiction over disputes giving rise to legal
proceedings relating to this Convention unless such jurisdiction violates
the fundamental public policy of the Contracting State in which such
courts sit.

] Whether or not the courts of Contracting States other than those set forth in
Article 24(1) (a) and (b) have jurisdiction over disputes relating to this
Convention shall be determined in accordance with the private
international law rules of such Contracting States.

(d) Nothing in this Convention shall prejudice the rights of the parties to an
agreement to designate that the courts of a Contracting State or any other
state shall have exclusive jurisdiction over disputes between such parties
giving rise to legal proceedings relating 1o this Convention. In the event
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such a designation is made, other courts with jurisdiction under this
Convention shall decline to exercise such jurisdiction unless doing so
would violate the fundamental public policy of the Contracting State in
which such court sits.

2 In applying this Convention to a dispute the courts of 2 Contracting State referred
1o in Article 24(1) shall:

(a) apply the provisions of Article 7{a) only if the relevant Contracting State
has not entered a reservation with respect thereto; and

(b)  apply the provisions of Article 22 with reference to the preferred national
interests in the Contracting State in which the action or events giving rise
to such interests have occurred, if applicable, or otherwise with reference
to its own rules of private international law.

3. The courts referred to in Article 24(1) shall be bound by the timetable
requirements contained in Article 13(1) and Article 13(2) only if the Contracting State in
which it sits has not entered a reservation in its ratification instrument with respect to such
Atticles. ' '

4 - The provisions of this Article 24 shall not prejudice the application of the private
international law rules of non-Contracting States that may confer jurisdiction on such
non-Contracting State in respect of legal proceedings relating to matters addressed by this
Convention and, in connection with such proceedings, that may refer to the laws of a
Contracting State.

Article 25

The application of the rules set forth is this Convention may not be refused or qualified by
courts in a Contracting State on grounds that the rules would prejudice the application of
its or another country's rules that cannot, under national law, be derogated from by
contract {"mandatory rules") or {except as provided in Article 24(1)(b) or (d)) would be
inconsistent with its or another country's public policy ("ordre public").

Article 26

l- This Convention shall, for the Contracting States that are parties to it, supersede
the following conventions between two or more of them but only to the extent specified
below:

(a) Articles [-] of the Brussels Convention of 1968 on Jurisdiction and the
Enforcement of Judgments in Civil and Commercial Matters as amended
by the San Sebastion Convention of 1989 to the extent that Article 24 or
23(1)(3) of this Convention applies;

(b) Articles [-] of the Lugano Convention of 1988 to the extent that Article 24
or 23(1){i) of this Convention applies;
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(c)  Articles [-] of the Rome Convention on the Law Applicable to Contractual
Obligations of 1980 to the extent that Article 7(a), 16 or 25 of this
Convention applies; and

(d) others].
Article 27

All legal matters not expressly addressed in this Convention shall be governed by
otherwise applicable law, including the characterization of an agreement for among other
purposes national taxation law and national law relating to non-contractual legal liability.

Articlie 28

The terms of this Convention shall in addition to constituting a valid international
agreement among the Contracting States constitute the national law of each Contracting
State. Each Contracting State shall take all necessary actions to implement the terms of
this Article 28.

Article 29

This Convention shall apply in a Contracting State to agreements made after the date on
which this Convention has entered into force with respect to that Contracting State.

Article 30

l- In the interpretation and application of the terms of this Convention and the
regulations regard shall be had to their international character and of the desirability of
achieving uniformity in their interpretation and application.

2- The terms of this Convention and the regulations shall be uniformly interpreted
and applied to promote the underlying commercial purpose of facilitating asset-hased
transactions involving mobile property.

3- In furtherance of the aims set forth in this Article 30, the official [comments to]
[explanatory report for] this Convention shall be considered when interpreting and
applying the terms of this Convention and the regulations.

Article 31
1- This Convention shall be subject to ratification by the Contracting States. The
ratification  instrument of each Contracting State shall be deposited with
[ ] ("the depositary"), which shall give notice of the date of deposit,

and the terms of the ratification instrument, to each of the other Contracting States.
2~ In its ratification instrument, a Contracting State:

(a) may reserve the right not to apply:

PAGE 17
LTI CIORAO0TT ()



() the provisions of Article 7(a) relating to the contractual choice of
faw by the parties to an agreement;

(1) the provisions of Article 12(2) relating to the availability of
remedies without judicial proceedings, assistance, approval or
intervention,;

(iii)  the provisions of Article 13(1) and/or 13(2) relating to the
timetable for judicial proceedings relating to remedies under this
Convention;

(iv)  the provisions of Article 14 relating to special insolvency rules
applicable to the primary insolvency jurisdiction; and

(v) the provisions of Article 15 relating to special insolvency rules
applicable in Céntracting States other than the primary insolvency
jurisdiction;

(b) may set forth:
(1) its preferred national interests for purposes of Article 22; and
(ii) its preferred insolvency interests for purposes of Article 14(b);
{c) shall set forth:

(i) the organisations, if any, that will constitute satellite registrars in its
country for each class of property listed in Article 2(1);

(i)  the applicable cowts for purposes of paragraph (10) of the
annexure, Article 13 and Article 24;

(iii}  the relevant authorities referred to in Articles 13(1) and (2} for
purposes of initiating legal proceedings; and

(iv)  the relevant aviation authority for purposes of Article 23(2).

3- Any Contracting State may at any time withdraw a reservation that it has made in
its ratification instrument; any such reservation shall cease to have effect on the first day
of the third calendar month after the date the depositary has received the subject
withdrawa).

4- No reservations are permitted, except those expressly permitted under Article
3i(2), and no Contracting State may make a reservation, except in its ratification
instrument initially deposited with the depositary.

5- (a) Any Contracting State may at any time amend its listing of preferred
national interests or preferred insolvency interests by lodging a
declaration to that effect with the depositary; any such amendment shall,
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subject to Article 31(5)(b), take effect on the first day of the third calendar
month after the date on which the depositary has received the subject
declaration.

(b}  The amendments permitted by Article 31(5)(a) shall have no effect on the
apphication of Article 14(b) or 22 (as the case may be) in respect of the
rights of any party that has registered an interest prior to the effective date
of any such amendment.

Article 32

1-  This Convention may be denounced by any Contracting State at any time after the
date on which it enters into force for that Contracting State; any such denouncement shall,
subject to Article 32(2), take effect on the first day of the third calender month after the
date on which the depositary has received the subject denouncement.

2- A denouncement by a Contracting State permitted by Article 32(1) shall have no
effect on the rights under this Convention of a holder of an international interest
registered prior to the date on which such denouncement becomes effective, nor shall it
relieve such Contracting State of its agreements under this Convention relating to such
registered international interest.
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ANNEXURE

(1 "agreement” means a security agreement, a title reservation agreement, a leasing
agreement, a security assignment agreement, an assignment document, a transfer
document or a special engine agreement; '

(@) "aircraft engines” means aircraft engines powered by jet propulsion or turbine
technology that, in the case of jet propulsion aircraft engines, have at least 1750 lbs of
thrust or its equivalent and, in the case of turbine-powered aircraft engines, have at least
[550 rated takeoff shaft horsepower] or its equivalent, all modules and other
appurtenances, accessories and other parts and equipment installed or incorporated therein
or attached thereto, and all technical data, manuals, log books and other records relating to
all or part of any of the foregoing except aircraft engines used by governmental
authorities for military, customs or police purposes;

(3)  'aircraft property" means airframes, aircraft engines, [helicopters] and all interests
in agreements relating to airframes, atrcraft engines [and helicopters};

{4) "airframes" means airframes that, when appropriate aircraft engines are installed
thereon, are capable of transporting, or are certified by the initial country of registration to
transport, at least ten (10) passengers or goods [in excess of 2750 kilograms], all
appurtenances, accessories, furnishings, appliances and other equipment and parts (other
than the aircraft engines) installed or incorporated therein or attached thereto, and all
technical data, manuals, log books and other records relating to all or part of any of the
foregoing except any such airframe used by governmental authorities for military,
customs or police purposes;

(§)  "assigned rights" means all rights assigned by a security assignment assignor to a
security assignment assignee pursuant to a security assignment agreement or by an
assignor to an assignee pursuant to an assignment document (as the case may be);

(6) "assignment document” means an agreement (other than a security assignment
agreement) or instrument by or in which one person ("the assignor") assigns its interest in
a security agreement, a title reservation agreement or a leasing agreement to another
person (“the assignee") and that is expressed to fully divest the assignor of the interest in
and under such agreements;

(7 "cenitral registrar” means | ], the central registrar of the international
register system [in respect of aircraft property and | ], the central
registrar of the international register system in respect of property other than aircraft

property];

(&) "contractual rights and obligations"” under transaction documents when referred to
in Article 7(a) concerns all matters relating to (i) the interpretation and construction of the
transaction documents; (it) the performance under the transaction documents; (ii1)
whether a default (as defined in Article 7(b)) has occurred under the agreement; (iv)
whether obligations under the transaction documents have been extinguished and/or
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discharged, (v) the assessment of damages as a consequence of non-performance or
breach under the transaction documents; and (vi) the consequences of the nullity of the
agreement and/or the other transaction documents;

) "country of registration” means in respect of an aircraft property the Contracting
State in which such aircraft property is registered under the Chicago Convention of 1944
on International Civil Aviation or any successor or superseding international agreement
governing the nationality of aircraft property;

(10)  "courts” means in respect of a Contracting State the judicial or arbitral tribunals,
including appellate tribunals designated in the ratification instrument of such Contracting
State with lawful authority to issue binding rulings and decisions under the national laws
of such Contracting State;

(11)  "deregistration of the aircraft property” means in respect of the country of
registration the deregistration of the aircraft property from that country under such
country's laws and regulations referred to in Article 19 of the Chicago Convention of
1944 or the analogous part of any successor or superseding international agreement;

(12)  "Geneva Convention Contracting State” means such Contracting States that have
ratified, or that in the future ratify, the Geneva Convention of 1948;

(13)  "Geneva Convention of 1948" means the Convention of 1948 on the International
Recognition of Rights in Aircraft;

(14)  "helicopters" means [ h' I

(15) "insolvency event date" means the earlier of (i) the date on which any insolvency
proceedings have been commenced under applicable national law and (ii) the date on
which a chargor, buyer or lessee declares ifs intention to suspend or impose a moratorium
on, or actually suspends or imposes a moratorium on, the payment of its debt or rental
obligations to its creditors generally;

(16) "inmsolvency laws" means in respect of a Contracting State the bankruptcy laws,
insolvency laws, liquidation laws, administration or reorganisation laws or any other
similar laws affecting creditors generally in such Contracting State;

(17)  "insolvency proceedings" means any bankruptcy, insolvency, liquidation,
administration, reorganisation or any other similar proceedings affecting creditors
generally in respect of a chargor, buyer or lessee or its assets;

(18) - "international interest” means an interest created under this Convention to which
Article 1(3) applies;

(19)  "judicial proceedings" means in respect of a Contracting State all legal and
judicial proceedings under the national laws of such Contracting State required to issue
under such national laws a non-appealable and non-reviewable final judicial decision or
ruling in respect of the subject matter of such proceedings;
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(20) "leasing agreement" means an agreement by which one person ("the lessor")
leases or agrees to lease (with or without an option to purchase) property to another
person (“the lessee™) for a period of not less than [three (3)] years, pursuant to which care,
custody and control of such leased property passes to the lessee for the period of the
leasing agreement;

(21) "manufacturer's serial number" means in respect of such category of property the
number assigned to such property by the manufacturer thereof as supplemented by
additional digits, letters and/or symbols as set forth in the regulations necessary to ensure
the uniqueness of any such number;

(22} "national interest" means any interest in property (other than an international
interest) arising under national law;

(23) "obligor" means in respect of a security assignment agreement or an assignment
document (i) where the assigned rights arise under a security agreement, the chargor, (ii)
where the assigned rights arise under a title reservation agreement, the buyer, and (iii)
where the assigned rights arise under a leasing agreement, the lessee;

(24) "party" means any individual, firm, corporation, partnership, joint venture,
association, unincorporated organization or government, any agency or political
-subdivision thereof, and any of the foregoing acting in a capacity as trustee or agent,
whether residing or having nationality in any Contracting State or not, that has entered
into an agreement;

(25) "preferred insolvency interests” means in respect of a Contracting State that is the
primary insolvency jurisdiction the classes of interests {other than interests that are
registrable national interests as defined in sub-clauses (i) or (iii) of paragraph (33) of this
annexure} in property that:

(1) under the insolvency laws of such Contracting State would have
priority over the rights in property of the owner of such property or
a holder of a previously granted and registered or perfected security
interest in or mortgage of such property, and

(iiy  are set forth in reasonable detail by such Contracting State in its
ratification instrument -

but only to the extent that such classes of interests are expressed in such
ratification instrument to constitute preferred insolvency interests with
priority over the rights in property of a chargee, seller, lessor {or security
assignment assignee] under this Convention;

(26) "preferred national interests" means in respect of a Contracting State the interests
(other than interests that are registrable national interests as defined in sub-clauses (i) or
(111} of paragraph (33) of this annexure) that:

(1) under the national laws of such Contracting State would have
priority over the rights in property of the owner of such property or
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a holder of a previously granted and registered or perfected security
interest in or mortgage of such property, and

(D) are set forth in reasonable detail by such Contracting State in its
_ ratification instrument;

but only to the extent that such classes of interests are expressed in such
ratification instrument to constitute preferred interests with priority over
the rights in property of a chargee, seller, lessor [or security assignment
assignee] under this Convention; ‘

(27}  "primary insolvency jurisdiction” means in respect of a chargor, buyer or lessee
the country in which the centre of such chargor's, buyer's or lessee's main interests is
situated {(which shall be presumed to be the country under whose laws such chargor,
buyer or lessee has been constituted in the absence of the proof that another country is
effectively exercising jurisdiction in the insolvency proceedings over the principal asset
of such chargor, buyer or lessee};

(48)  "property" means property of a kind listed in Article 2(1);

(29). . "prospective international interest" means an interest that will come into existence
as an international interest upon the chargor, seller, lessor, security assignment assignor,
[assignor, transferee] or engine rights grantor acquiring rights in the property to which the
agreement providing for the interest relates;

(30) 'ratification instrument" means in respect of a Contracting State the instrument of
ratification deposited by such Contracting State with the depository in accordance with
Article 31(1), as such instrument may be amended in accordance with Article 31¢5);

(31)  "registered” means registered in the international register system against property
to which an agreement relates in accordance with Article 17(4);

(32) Tregistered interest” means a registered international interest or a registered
regisirable national interest;

(33)  "registrable national interest” means a national interest in property of:

(1) persons who have attached or executed against property in
satisfaction of judgements issued by national courts;

(i)  persons who have performed services in respect of such property
for which they have not received compensation;

(111)  persons who have lawfully acquired an interest in property by
virtue of the installation of such property in or on, or the
attachment of such property to, other types of property in which
such person has an interest or the application of national accession
or similar rules; or
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{iv)  persons who have lawfully exercised (including as agent for others)
a right to detatn or attach or execute against property by virtue of
the non-payment of taxes, fees or similar governmental charges;

(34) '"registration amendment notice” means the notice in writing referred to in
Article 18(1); ‘

(35) Tregistration discharge notice" means the notice in wfiting referred to in
Article 18(4);

(36) "registration notice" means the notice in writing referved to in Article 17(2);

(37) "regulations" means the rules and regulations promulgated from time to time by
the body referred to in Article 4(2);

(38) "relevant Contracting State" means:

(1) in relation to aircraft property, the Contracting State {that is the
country of registration] [in which the subject judicial proceedings
relating to this Convention are occurring}; {and

(i)  in relation to property other than aircraft property, the Contracting
State in which [the cenire of the chargor's, buyer's, lessee's,
transferor's, assignor's, security assignment assignor's [or engine
rights grantor's] (as the case may be) main interests is situated] [the
subject judicial proceedings relating to this Convention are
occurring];

(39) "relevant satellite registrar” means:

(i) in respect of registrations relating to [airframes} [aircraft property],
the sateliite registrar in the country of registration; or

[(ii)  in respect of registrations relating to other property, the satellite
registrar in which the centre of the chargor's, buyer's, lessee's,
security assignment assignor's, assignor's or transferor's (as the case
may be) main interests is situated.]

(40) “satellite registrar” means in respect of a Contracting State the registrar
designated, for each class of property listed in Article 2(1), by such Contracting State in
its ratification instrument as the satellite registrar in such Contracting State for purposes
of Articles 4 and 17-19;

(41) “security agreement" means an agreement by which one person (“the chargor")
gives or agrees to give to another person ("the chargee") an interest ("security interest™) in
or over property to secure the performance of an existing or future obligation,

(42)  “security assignment agreement" means an agreement (other than an assignment
document) by one person ("the security assignment assignor") to create a security interest
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in its interests in a security agreement, a title reservation agreement or a leasing
agreement securing performance of an existing or future obligation to another person
("the security assignment assignee");

(43)  "selected law" means in respect of an agreement or other contract or instrument
constituting a transaction document the law or laws expressed to govern such agreement,
contract, or instrument other than its rules of private international law;

(44)  “special engine agreement” means an agreement in which one person ("the engine
rights grantor") agrees that, upon the installation of a specifically identified aircraft engine
on a specifically identified airframe, title to or security rights in respect of such engine
would transfer to another person ("the engine rights grantee™);

(45) "take possession” means in respect of all or any property action or actions the
cumulative effect of which is that physical control over such property is transferred o the
chargee, sellor or lessor (or their agents).

(46) 'title reservation agreement” means an agreement by which one persen (“the
seller") sells or agrees to sell property to another person ("the buyer") on terms that
ownership of such property does not pass until performance of the buyer's obligations;

(47): "transaction documents” means in respect of an agreement such agreement and all
other contracts and instruments expressly contemplated by such agreement as constituting
an integral part of the transactions contemplated by such agreement;

(48)  "transfer document" means an agreement (other than & title reservation agreement)
or instrument by or in which one person (“the transferor") sells or agrees to sell property
to another person ("the transferee") and that is expressed to fully divest the transferor of
its interest in the property;

(49) Tunregistered" means not registered as stated in paragraph (31) of this annexure;

(50) “writing" means an authenticated record of information (including information by
teletransmission) that is in tangible form; and

(51) the following additional terms shall have the meanings given in the referenced
Articles: “authorised party" (Article 23(2)(a)); "cure/retum date” (Article 14{(a)(D));
"default" (Article 7(b)); "depositary" {(Article 31(1)); "mandatory rules" (Article 25);
"obligor consent” (Article 17(b)(i); "priority notice" (Article 17(1)(c)); "registered interest
holder" (Article 22(1)); and "searchable" (Article 17(4)).
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ANNEX 2

Convention
CHAPTERI

SPHERE OF APPLICATION AND GENERAL PROVISIONS
Article 1

1 - This Convention provides for the creationypf an international interest in mobile
equipment, determines certain effects of such international interest between the
contracting parties, and establishes the relative priority among international interests and
between international interests and national interests in mobile equipment.

- The international interest shall be of an autonomous character and shall have
effect throughout the territories of the Contracting States.

A3-  For the purposes of this Convention an intemational interest in mobile equipment
is an interest ingoroperty of a kind lsted in Article 2:

(a) granted by a chargor under & security agreement;
{b) retained by a seller under a title reservation agreement;
{c) retained by a lessor under a leasing agreement;

(d) granted by a security assignment assignor under a security

agreement;
{e) transferred by a transferor under a transfer document; and
4y assigned by an assignor under an assignment document.
Article 2
1- This Convention applies in relation to property of any of the following kinds:

(a) pairframes;
{b) aireraft engines;
(e {registered ships];
(d)  oil rigs not intended to be permanently immobilised;
(e) containers [with z cubic capacity of not less than xJ;
{f) railway rolling stock;
(g) satellites;
2(h) helicopters; and
4'1.@ [others]

PaGE 1l



2- [Provision for an amendment of list from time to time by designated body
pursuant to Article X]

by

pArticle 3 /

The terms and expressions listed in the annexure shall have the meanings set forth therein
when used in this Convention.

CHAPTER I
THE INTERNATIONAL REGISTER SYSTEM
Article 4

I- An international register system comprised of a central registrar and satellite
registrars shall be established for the purpose of registering international interests and for
purposes of Article 22 registrable national interests in conformity with this Convention.

2- Thegentral registrar shall be located in such place or places and managedqunder
the direction of such body as shall be determined from time to time by the Governing
Council of the International Institute for the Unification of Private Law {Unidroit) and
shall be operated in accordance with thegregulations.

3- The satellite registrars shall:

(2) [together with the central registrar,] be the only access points to the
international register system [through which registrations can be made,
amended and discharged under this Convention in accordance with
Articles 17-19 and the regulations]; and

(b)  be managed and operated in accordance with the regulations.

4- The international register system shall besorganised such that:

(a)  registrations in respect of aircraft property shall be made by reference to
the manufacturer's serial number of such aircraft property; and

(b)  registrations in respect of [other property] shall be made by reference to
fappropriate asset identification criteria).

A

Vconnection to contracting state concept addressed in Article
24, N.B.- no traditional internationality requirement as
such: aircraft property is per se international
Page 2



CHAPTER 111

CREATION OF INTERNATIONAL INTERESTS;
CONDITIONS OF APPLICATION OF CHAPTERS IV TOIX

Article §

1- Subject to the provisions of Articleg20, an international interest in property is
created under this Convention, and Chapters IV todX apply to such an interest as an
international interest in property, only where the agreement providing for the interest:

{a) I1s in writing signed by or on behalf of the parties;

(b) relates togproperty in which the chargor, seller, lessor, transferee, assignee,
security assignment assignee or engine rights grantor hasgan interest;

(¢)  describes thegroperty to which it relates in a manner sufficient to enable it
to be identified; and

(d) in the case of a security agreement, states the obligations secured.

2- " An agreement that complies with the requirements of Article 5(1) shall for all
purposes of this Convention create and constitute a valid international interest regardless
of whether or not:

(a) the form of the interest so created would otherwise be recognised in a
Contracting State;

(b)  additional actions or formalities would otherwise be required under the
national law of a Contracting State to create such an interest in property;

(c)  application of otherwise applicable private international law rules of a
Contracting State would determine the validity of such interest under other
laws; and/or

(d)  other grounds exist under national law (except only in relation to the
capacity of a person to enter into an agreement) that but for this provision
would lead to the invalidation or non~recognition of such interest in

property.
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CHAPTER IV

EFFECTS OF AN AGREEMENT FOR AN INTERNATIONAL
INTEREST AS BETWEEN THE PARTIES

Article 6
A

1 - The parties may agree in writing to exclude, wholly or in part, any rights conferred
on the chargee, seller or lessor, security assignment assignee, assignee, transferee, engine

rights grantee by this Chapter.

2- This Chapter has effect subject to the provisions of the Unidroit Convention on
Iniernational Financial Leasing of 1988, where applicable.

Article 7

The parties may provide in their agreement:

(a)  that the selected law shall govern all matters relating to their contractual
rights and obligations under the transaction documents; and

- (b)  inthe case of a securily agreement, a title reservation agreement, a leasing
agreement and a security assignment agreement, as to what constitutes
default ("defauit”) giving rise to the remedies specified in Articles 8 to 11.

Article 8
1- In the event of default by the chargor under a security agreement, the chargee
may:

{a) obtain a court order for sale ofjall or part of the property charged to it and
payment of the proceeds to the chargee, or otherwise obtain the proceeds
and other benefits of realisation of the,property;

(b) take possession ofsall or part of the property; and/or

(c) sell or grant a lease ofjall or part of the propertys-

to the extent and on the terms set forth in the security agreement.

2- At any time after default by the chargor, the parties may agree or the court may on

the application of the chargee order that ownership of and title to all or part of the
sproperty charged to it shall vest in the chargee ingatisfaction of all or any part of the
chargee's claims under the security agreement.

3- In exercising its powers under,Article 8(2), the court shall have regard on the one
hand 10 the value of thegproperty to be vested in the chargee and on the other to the
amount of the obligationghat is to be satisfied by the vesting.
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N
4 - At any time before sale of the chargedgproperty or the making of an order under

xhrticle 8(3), the chargor may redeemythe property by paying the full amount secured by
the security interest, subject to any lease granted by the charpee undergArticle 8(1)(c).

S- A sale by the chargee in exercise of its rights underzArticle 8(1)(¢),gursuant to an
order of the court undergArticle 8(1)(a), or pursuant to Article 11, shall pass title to the

apurchaser free from any other international interest or anv national interest over which the
chargee's international interest has priority under the provisions ofjArticle 22. Where
such a sale results in a surplus 2bove what is due to the chargee and is secured by the
property sold, the surplus sfall be paid by the chargee to the holder of any other registered
interest ranking after the chargee's intemational interest or, if there is none, then to the
chargor. '

Article 9

In the event of default by the buyer under a title reservation agreement or by the lessee
under a leasing agreement, the seller or lessor (as the case may be) may take possession of

gall or any of the property to which the agreement relates to the extent and on the terms set
forth in the agreement.

Article 10

I- In the event of default by the security assignment assignor under a security
assignment agreement, the security assignment assignee shall as against the security
assigniment assignor be entitled to:

(a)  receive and apply against the secuzed debt all payments from the obligor in
respect of the assigned rights and the proceeds and benefits of realisation
of such assigned rights; and

{(b) exercise such assigned rights in accordance with the provisions of the
agreement to which such assigned rights relate.

2- Any payments or proceeds referred to in Article 10(1)(a) in excess of the amount
secured by such security assignment agreement shall be for the benefit of the holder of
any other registered interest ranking after the security assignment assignee's international
interest or, if there is none, shall be retained by the security assignment assignee or held
for the benefit of the security assignment assignor {as the case may be) in accordance with
applicable law. '

3- The provisions of this Article 10 shall be without prejudice to the rights available
to the security assignment assignee under applicable law prior to a default.

Article 11

The parties may agree upon any additional remedies for default by the chargor, buyer,
lessee or security assignment assignor to the extent that they are consistent with the
preceding provisions of this Chapter IV and are permitted under the applicable law of the
relevant Contracting State.
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Article 12

1- Subject to Article 12(2) and, if applicable, Article 13(1) and (2), any remedy
provided by this Chapter shall be exercised in conformity with the procedural law of the
place where exercise of the remedy is sought.

2- The remedies available upon default to a chargee under Articles 8(1)(b) or (c),tca
seller or lessor under Article 9, to a security assignment assignee under Article 10 and to a
chargee, seller, or lessor or security assignment assignee (as the case may be) under
Article 11 may be enforced without judicial proceedings, assistance, approval or
intervention unless the relevant Contracting State has entered a reservation with respect to

this Article 12(2).

CHAPTER YV

CERTAIN ADDITIONAL PROVISIONS
RELATING TO INTERNATIONAL INTERESTS

Arricle 13

1 - Judicial proceedings relating to the ability of a chargee, seller or lessor to take
possession of all or any property as a result of a default under an agreement shall be
completed within five (5) working days after the commencement of such judicial
proceedings in a Contracting State, and such judicial proceedings shall be so commenced
in a Contracting State within three (3) working days after an initiating instrument has
been lodged by the holder of an international interest with the relevant authorities in such

Contracting State.

2- Without prejudice to Article 23(2)(b), judicial proceedings relating to any other
claim or right under this Convention shall be completed within thirty (30) days after the
commencement of such judicial proceedings in a Contracting State, and such judicial
preceedings shall be so commenced in a Contracting State within three (3) working days
after an initiating instrument has been lodged by the holder of an international interest
with the relevant authorities in such Contracting State.

Article 14

Notwithstanding the insolvency laws in effect in any Contracting State that is the primary
insolvency jurisdiction:

(a) if and to the extent that the chargor, buyer or lessee has so agreed in the agreernent
to which a registered international interest relates:

(1) upon the earlier of (x) thirty (30) days of the insolvency event date and )
the date (if any) on which under such insolvency laws the chargor, buyer
or lessee would be required to cure all defaults under the agreement and
transaction documents or return and deliver the property to the chargee,
seller or lessor (such earlier date "the cure/return date"), the chargor, buyer
or iessee shall cure all such defaults and agree to perform all future
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obligations in accordance with the terms of the agreement and other
transaction documents or return and deliver the property to the chargee,
seller or lessor in accordance with and in the physical condition required
by the terms of the agreement;

(11) no enforcement action or other exercise of remedies permitted under
Article 8, 9, 11, or 23(2) by the chargee, seller or lessor against the
chargor, buyer or lessee or the property upon the occurrence of default
after the cure/return date shall be stayed, prevented or delayed; and

(ili}  no contractual obligations or undertakings of' the chargor, buyer or lessse
under the agreement or transaction documents may be restructured,
amended or modified without the consent of the chargee, seller or lessor;
and

(b) no class of creditors or other persons except holders of preferred insolvency
interests may have priority under the insolvency laws of the primary insolvency
jurisdiction over the rights and interest in property of a chargee, seller or lessor
under this Convention.

Article 15

Each Contracting State (which is not the primary insolvency jurisdiction) in which
property is situated shall on an expedited basis cooperate with and assist the relevant
authorities in the primary insolvency jurisdiction in carrying out the provisions (if
applicable) of Article 14,

Article 16

1- Subject to Article 16(2)(a), an obligor shall be bound by the terms of -any security
assignment agreement or assighment document (as the case may be) to the extent it has

“[consented in writing thereto].

2- The law governing the security agreement, title reservation agreement or leasing
agreement that is the subject of a security assignment agreement or an assignment
document shall:

(a) determine the assignability of the assigned rights; and

(&) determine:

1) the relationship between the security assignment assignee or the assignee
(as the case may be) and the obligor;

(i1)  the conditions under which the security assignment agreement or
assignment document can be invoked agatnst the obligor; and

(iii)  any questions as to whether the obligor's obligations have been discharged
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4.

but only to the extent that the matters set forth in clauses (a)(1) - (iit) above have
not been addressed in the obligor consent referred to in Article 16(1) or by the

-terms of Article 16(3).

In the event that an obligor is bound under this Convention or otherwise
applicable law to conflicting security assignment agreements, assignment documents or
national interests relating to the assigned rights, the relative priority of the rights of the
competing security assignment assignees, and assignees and other national interest
holders, shall rank as against the obligor in the order in which the same were reglstered in
the international register system.

No national interest in assigned rights is registrable under this Convention except
a registrable national interest as defined in sub-clause (i) of paragraph (33) of the

annexure,
CHAPTER VI
REGISTRATION OF INTERESTS
Article 17
- (a)  Aninternational interest may be registered in the international register
system by the holder of such mterest where:

@) the agreement relating to it conforms to the provisions ofjArticle 5(1Y; and

i) all partiés to the agreement have consented in writing to the registration.
{b) The following additional interests may be registered in the international register

©

system by the parties so noted below:

(1)

(i)

(iii)

the interest of a security assignment assignee or assignee (as the case may
be) as against an obligor arising by virtue of the obligor’s consent ("obligor
consent") to a securify assignment agreement or assignment document (as
the case may be) - by the security assignment assignee or assignee {as the
case may be);

the interest of a holder of a registrable national interest in property - by the
holder of such interest; and

the interest of the holder of a registered interest arising by virtue of an
agreement by the holder of another registered interest to subordinate its
priority in property to that of the registered interest of such person - by the
person to whose interest another's has been subordinated.

Notices of intention to file a registration in respect of an international interest may
also be registered [by the holder of a prospective international interest] (“priority
notice"}.
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(©)

(d)

(b)

3.

such national interests were registrable national interests) except preferred national
interests;

the holders of all registered interests in such property that have been registered
with the international register system subsequent in time to the regisiration of the
interest of the registered interest holder, except:

(1)  aholder of a registered interest to whom such registered interest holder has
subordinated its registered interest as evidenced by a registered
subordination notice; and

(ii)  the holder of an international interest to whom such registered interest
holder has transferred or assigned its international interest in such

property; and
the holders of all previously registered interests in such property:

(1) that have been transferred or assigned to the registered interest holder
pursuant to an agreement registered under this Convention;

{ii)  that have subordinated their interests in such property to that of the

registered interest holder pursuant to a subordination evidenced by a
registered subordination notice; or

(iii)  to the extent of any [value added] [advances made] by such holders
without a pre-existing obligation to do so and at the time when it had
actual knowledge of the registered interest of the registered interest holder.

(a) A registered interest holder who has acquired its interest from a chargee,
seller or lessor, whether by contract or by operation of law, shall have the
same priority rights in property as the person from whom it acquired its
interest.

The priority rights of a [person] {holder of a prospective international interest]
registering a priority notice in accordance with Article 17(1)(c) shall be the same
as those of a registered interest holder under Article 22(1), determined as of the
date of the registration of such priority notice, if a registration notice evidencing
the international interest that was the subject of such priority notice is registered
within [seven (7) days] of the registration of such priority notice.

The priority of interests as among and between holders of unregistered interests

shall be determined in accordance with otherwise applicable law.

4 -

(0}

(a) An international interest is valid against the trustee in bankruptcyaif prior to
the bankruptcythe international interest has been registered in conformity

with this Convention.

For the purpose of thisArticle 22(4) "trustee in bankruptey” includes a liquidator,

~administrator or other person appointed to administer the estate of the chargor,
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lessee, buyer, security assignment assignor or obligor, for the benefit of the
general body of creditors. B

5~ aSubject to Articles 14 and 15, nothing in this Article 22 shall affect any other rules
of insolvency law applicable to the insolvency of the chargor, buyer, lessee, security

assignment assignor or obligor.

CHAPTER VIIL

SPECIAL PROVISIONS FOR AIRCRAFT PROPERTY
Article 23

I- For purposes of this Convention as the same relates to aircraft property the
following supplementary provisions and modifications and amendments to this
Convention shall apply:

() a "leasing agreement" as defined in paragraph (20) of the annexure and referred to
in this Convention shall include agreements that are otherwise within the
definition thereof but are for a period of less than three (3) years;

b) " for purposes of paragraph (31} of the annexure the reference to a registration
"against property to which an agreement relates" means a registration against the
manufacturer's serial number of such aircraft property;

{c) for purposes of Article 5(1)(c) a description of aircraft property that contains its
manufacturer's serial number and the name of the manufacturer and model
designation shall be "sufficient to enable it to be identified";

[(d} the provisions of Article 6(2} shall not apply as contemplated by Article 23(5)c)];

{e}  each Contracting State may in its ratification instrument differentiate for purposes
of Article 22 between holders of "preferred national interests" in cases where such
Contracting State is the country of registration and in cases where it is not the

country of registration;
() the provisions of Article 22(1)(d)(iii) shall not apply;

{g)  the priority of a registered international interest of an engine rights grantec in
aircraft engines shall be the same as a registered interest holder (as defined and set
forth in Article 22(1)) without further condition if at the time of any priority
dispute the specifically identified engine that is the subject of the special engine
agreement is installed on the specifically identified airframe referred to in such
special engine agreement.

(h) a waiver of sovereign immunity from jurisdiction of the courts referred to in
Articles 24(1)(a) and (b) and Article 23(1)(1), and/or in respect of enforcement
against property in accordance with Articles 8-11, 13(1) or 14(a)(ii}, shall be valid

~and binding under this Convention; and
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(i) in addition to the courts of Contracting States set forth in Articles 24(1)(a)(1) and
(i1} and Article 24(1)(b), the courts of the country of registration shall also have
Jjurisdiction over disputes giving rise to legal proceedings relating to the subject of
this Convention, '

(a)  This Article 23(2) applies only where the chargor, buyer or lessee has
agreed in writing and has submitted an authorisation which is expressed to
be irrevocable and exclusive in favour of the chargee, seller, lessor,
assignee or security assignment assignee (“authorised party") to the
relevant aviation authority in the country of registration in the form
required under the regulations.

b
]

(by  After a default by the chargor, buyer or lessee and upon application by the
authorised party, the relevant authorities in the country of registration shall [within
seven (7) days] of such application take all actions necessary to: '

(1) effect the deregistration of the aircraft property; and

(i) permit and authorise the export and removal of the aircraft property from
its territory -

provided that any registered interest in the aircraft property having priority over
the interest therein of the authorised party shall have been satisfied or the holder of
any such prior registered interest shall have consented to such deregistration,
export and removal.

{(c) If the default and all other defaults are fully cured by the chargor, buyer or lessee
prior to the deregistration cf the aircraft property, the authorised party shall
promptly withdraw the application (if any) made to the relevant aviation
authorities in accordance with Article 23(2)(a).

(d) The provisions of this Article 23(2) shall be without prejudice to any right that the
chargee, seller, lessor, assignee or security assignment assignee may have under
the national laws of the country of registration to effect such deregistration of the
aircraft property and the export and removal of the aircraft property (i) without the
authorisation of the chargor, buyer or lessee referred to above or {ii) pursuant to
other applicable procedures in less than [seven (7) days].

3- A person taking possession of an airframe (in accordance with Articles 8-11, or
14(a)(i} or (ii)) shall not be Hable as a result of such action to any person with an interest
in an aircraft engine installed thereon, provided that such person makes reasonable efforts
to promptly search the international register system and identify, contact and cooperate
with the holder (if any) of a registered interest in such aircraft engine having first priority
therein under Artiele 22.

4- {a) Where a Geneva Convention Contracting State is the country of
registration:
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(b)

- 5.

) the reference to the "laws" of such Geneva Convention Contracting State
for purposes of Article I(1)(i) of the Geneva Convention of 1948 shall be
to the laws of such Geneva Convention Contracting State after giving
effect to the implementation of this Convention as ratified by such Geneva
Convention Contracting State in its ratification instrument; and

(i) it shall not prohibit the registration of any right or interest under this

Convention pursuant to Article II(3) of the Geneva Convention of 1948.

As between Geneva Convention Contracting States, the term "aircraft” as referred
to in Article I(1){2)-(d) of the Geneva Convention of 1948 shall be replaced by the
terms "airframes" (as defined in this Convention) and "aircraft engines (as defined
in this Convention) installed on airframes fat the time of registration]".

This Convention shall, for the Contracting States, supersede the following

conventions between two or more of them:

(a)

(b)

{(©)

1_',

the Geneva Convention of 1948 except in respect of each Geneva Convention
Contracting State's undertakings in Article I of the Geneva Convention of 1948;

.. the Convention of 1933 for the Unification of Certain Rules Relating to the

Precautionary Arrest of Aircraft but only to the extent that the Contracting State
[in which the aircraft property is arresied] [which is the country of registration]
has not entered a reservation in its ratification instrument with respect to Article
12(2); and *

the Unidroit Convention on International Financial Leasing of 1988 as the same
relates to aircraft [but only to the extent that such convention is inconsistent with
the provisions of this Convention].]

CHAPTER IX

CERTAIN JURISDICTIONAL, COORDINATIVE AND FINAL
PROVISIONS

Article 24

(a) The courts of a Contracting State shall bave jurisdiction over disputes
giving rise to legal proceedings relating to this Convention if such
Contracting State is:

(1) the legal domicile of the chargor, buyer, lessee, transferor, assignor,
security assignment assignor or engine rights grantor (as the case may be),
or is the location in which the centre of such party's main interests is
situated: or

{(11)  the location in which the relevant property is based or situated.
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(b)  The courts of any other Contracting State designated by the parties to an
agreement shall also have jurisdiction over disputes giving rise to legal
proceedings relating to this Convention unless such jurisdiction violates the
fundamental public policy of the Contracting State in which such courts sit.

(c) Whether or not the courts of Contracting States other than those set forth in Article
24(1) (a) and (b) have jurisdiction over disputes relating to this Convention shall
be determined in accordance with the private international law rules of such
Contracting States.

(d)  Nothing in this Convention shall prejudice the rights of the parties to an agreement
to designate that the courts of a Contracting State or any other state shall have
exclusive jurisdiction over disputes between such parties giving rise to legal
proceedings relating to this Convention. In the event such a designation is made,
other courts with jurisdiction under this Convention shall decline to exercise such
jurisdiction unless doing so would violate the fundamental public policy of the
Contracting State in which such court sits.

2- In applying this Convention to a dispute the courts of a Contracting State referred
to in Article 24(1) shall:

(a) apply the provisions of Article 7(a) only if the relevant Contracting State has not
entered a reservation with respect thereto; and

(b}  apply the provisions of Article 22 with referénce to the preferred national interests
in the Contracting State in which the action or events giving rise to such interests
have occurred, if applicable, or otherwise with reference to its own rules of private
mternational law.

3- The courts referred to in Article 24(1) shall be bound by the timetable
requirements contained in Article 13(1) and Article 13(2) only if the Contracting State in
which it sits has not entered a reservation in its ratification instrument with respect to such

Articles.

4 - The provistons of this Article 24 shall not prejudice the application of the private
international law rules of non-Contracting States that may confer jurisdiction on such
non-Contracting State in respect of legal proceedings relating to matters addressed by this
Convention and, in connection with such proceedings, that may refer to the laws of a
Contracting State.

Article 25

The application of the rules set forth is this Convention may not be refused or qualified by
courts in a Contracting State on grounds that the rules would prejudice the application of
its or another country's rules that cannot, under national law, be derogated from by
contract ("mandatory rules") or (except as provided in Article 24(1)(b) or (d}) would be
inconsistent with its or another country's public policy ("ordre public").

Article 26
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I- This Convention shall, for the Contracting States that are parties to it, supersede
the following conventions between two or more of them but only to the extent specified
below:

(a)  Articles {-] of the Brussels Convention of 1968 on Jurisdiction and the
Enforcement of Judgments in Civil and Commercial Matters as amended by the
San Sebastion Convention of 1989 to the extent that Article 24 or 23(1)(i) of this
Convention applies;

)] Articles [-] of the Lugano Convention of 1988 to the extent that Article 24 or
23(1)(i) of this Convention applies;

(c) Articles [-] of the Rome Convention on the Law Applicable to Contractual
Obligations of 1980 to the extent that Article 7(a), 16 or 25 of this Convention

applies; and
f(d) others].
Article 27

All legal matters not expressly addressed in this Convention shall be governed by
otherwise applicable law, including the characterization of an agreement for among other
purposes national taxation law and national law relating to non-contractual legal liability.

Article 28

The terms of this Convention shall in addition to constituting a valid international
agreement among the Contracting States constitute the national law of each Contracting
State. Each Contracting State shall take all necessary actions to implement the terms of
this Article 28.

Article 29

'This Convention shall apply in a Contracting State to agreements made after the date on
which this Convention has entered into force with respect to that Contracting State.

Article 30

l- In the interpretation and application of the terms of this Convention and the
regulations regard shall be had to their international character and of the desirability of
achieving uniformity in their interpretation and application.

2- The terms of this Convention and the regulations shall be uniformly interpreted
and applied to promote the underlying commercial purpose of facilitating asset-based
transactions involving mobile property.

3- - Infurtherance of the aims set forth in this Article 30, the official {comments to]
[explanatory report for] this Convention shall be considered when interpreting and
applying the terms of this Convention and the regulations.
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Article 31

l- This Convention shall be subject to ratification by the Contracting States. The
ratification instrument of each Contracting State shall be deposited with
[ 1 ("the depositary"), which shall give notice of the date of deposit,

and the terms of the ratification instrument, to each of the other Contracting States.
2- In its ratification instrument, a Contracting State:
(a) may reserve the right not to apply:

(1) the provisions of Article 7(a) relating to the contractual choice of law by
the parties to an agreement;

(i1)  the provisions of Article 12(2) relating to the availability of remedies
without judicial preceedings, assistance, approval or intervention;

(iii)  the provisions of Article 13(1) and/or 13(2) relating to the timetable for
judicial proceedings relating to remedies under this Convention;

(iv)  the provisions of Article 14 relating to special insolvency rules applicable
' to the primary insolvency jurisdiction; and

(v}  the provisions of Article 15 relating to special insolvency rules applicable
in Contracting States other than the primary insolvency jurisdiction;

(b may set forth:
(i) its preferred national interests for purposes of Article 22; and
(11} its preferred insolvency interests for purposes of Article 14(b);
(c) shall set forth:

(i) the organisations, if any, that will constitute satellite registrars in its
country for each class of property listed in Article 2(1);

(11)  the applicable courts for purposes of paragraph (10) of the annexure,
Article 13 and Article 24; '

(1i1)  the relevant authorities referred to in Articles 13(1) and (2) for purposes of
initiating legal proceedings; and

(iv)  the relevant aviation authority for purposes of Article 23(2).

3- Any Contracting State may at any time withdraw a reservation that it has made in
its ratification instrument; any such reservation shall cease to have effect on the first day
of the third calendar month after the date the depositary has received the subject
withdrawal,
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4-  No reservations are permitted, except those expressly permitted under Article
31(2), and no Contracting State may make a reservation, except in its ratification
“iustrument initially deposited with. the depositary.

5- (@)  Any Contracting State may at any time amend its listing of preferred
national intere'sts or preferred insolvency interests by lodging a
declaration to, that effect with the depositary; any such amendment shall,
subject to Article 31(5)(b), take effect on the first daty of the third calendar

- month aft er the date on which the depositary has received the subject
declarat’on.

(b) The amendme nts permitted by Article 31(5)(a) shall have no effect on the
applicatior. of Article 14(b) or 22 (as the case may be) in respect of the rights of
ariy party that has registered an interest prior to the effective date of any such
amend ment. ’

Article 32

I- "his Convention may be denounced by any Contracting State at any time after the
date or which it enters into force for that Contracting State; any such denouncement shall,
subject to Article 32(2), take effect on the first day of the third calender month after the
date on which the depositary has received the subject denouncement.

2- A denouncement by a Contracting State permitted by Article 32(1) shall have no
effect on the rights under this Convention of a holder of an international interest
registered prior to the date on which such denouncement becomes effective, nor shall it
relieve. such Contracting State of its agreements under this Convention relating to such
registered international interest.
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ANNEXURE >

(1) "agreement” means a security agreement, a title reservation agreement, a leasing

agreement, g security assignment agreement, an assignment document, a transfer

dogument or a special engine agreement;

(2) "aircraft engines" means aircraft engines powered by jet propulsion or turbine
technology that, in the case of jet propulsion aircraft engines, have at least 1750 1bs of
thrust or its equivalent and, in the case of turbine-powered aircraft engines, have at least
[550 rated takeoff shaft horsepower] or its equivalent, all modules and other
appurtenances, accessories and other parts and equipment installed or incorporated therein
or attached thereto, and all technical data, manuals, log books and other records relating
to all or part of any of the foregoing except aircraft engines used by governmental
authorities for military, customs or police purposes; '

3) “amrcraft property" means airframes, aircraft engines, [helicopters} and all interests
in agreements relating to airframes, aircraft engines [and helicopters];

(4)  "airframes" means airframes that, when appropriate aircraft engines are installed
thereon, are capable of transporting, or are certified by the initial country of registration to
transport, at least ten (10) passengers or goods [in excess of 2750 kilograms], all
appurtenances, accessories, furnishings, appliances and other equipment and parts (other
than the aircraft engines) installed or incorporated therein or attached thereto, and all
technical data, manuals, log books and other records relating to all or part of any of the
foregoing except any such airframe used by governmental authorities for military,
customs or police purposes;

(5)  "assigned rights" means all rights assigned by a security assignment assignor to a
security assignment assignee pursuant to a security assignment agreement or by an
assignor to an assignee pursuant {0 an assignment document (as the case may be);

(6} "assignment document” means an agreement {other than a security assignment
agreement) or instrument by or in which one person ("the assignor"} assigns its interest in
a security agreement, a title reservation agreement or a leasing agreement to another
person ("the assignee™) and that is expressed to fully divest the assignor of the interest in
and under such agreements;

(7 "central registrar” means [ ], the central registrar of the international
register system [in respect of aircraft property and | ], the central
registrar of the international register system in respect of property other than aircraft

property];

(8) “contractual rights and obligations™ under transaction documents when referred to
in Article 7(a) concerns all matters relating to (1) the interpretation and construction of the
transaction documents; (11) the performance under the transaction documents; (111)
whether a default {(as defined in Article 7(b)) has occuired under the agreement; (iv)
whether obligations under the transaction docuinents have been extinguished and/or

marked to indicate changes from Article 4 of the current

rji"*'{-] - vt P ~}1 - 1 1
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discharged; (v} the assessment of damages as a consequence of non-performance or
breach under the transaction documents; and (vi} the consequences of the nullity of the
agreement and/or the other transaction documents;

{9) country of registration” means in respect of an aircraft property the Contractmg
State in which such aircraft property is registered under the Chicago Convention of 1944
on International Civil Aviation or any successor or superseding mternatlonal agreement
governing the natmnallty of aircraft property;

(10)  "courts" means in respect of a Contracting State the judicial or arbitral tribunals,
including appellate tribunals designated in the ratification instrument of such Contracting
State with lawful authority to issue binding rulings and decisions under the national laws

of such Contracting State;

(11)  "deregistration of the aircraft property" means in respect of the country of
registration the deregistration of the aircraft property from that country under such
country's laws and regulations referred to in Article 19 of the Chicago Convention of
1944 or the analogous part of any successor or superseding international agreement;

(12)  "Geneva Convention Contracting State” means such Contracting States that have
ratified, or that in the future ratify, the Geneva Convention of 1948;

(13}  "Geneva Convention of 1948" means the Convention of 1948 on the Intemational
Recognition of Rights in Aircraft;

(14)  “helicopters" means | b

(15)  "insolvency event date" means the carlier of (i) the date on which any insolvency
proceedings have been commenced under applicable national law and (ii) the date on
which a chargor, buyer or lessee declares its intention to suspend or impose a moratorium
on, or actually suspends or imposes a moratorium on, the payment of its debt or rental
obligations to its creditors generafly;

(16)  "insolvency laws" means in respect of a Contracting State the bankruptcy laws,
insolvency laws, liquidation laws, administration or reorganisation laws or any other
similar laws affecting creditors generally in such Contracting State;

(17)  "insolvency proceedings” means any bankruptcy, insolvency, liquidation,
administration, reorganisation or any other similar proceedings affecting creditors
generally in respect of a chargor, buyer or lessee or its assets;

(18)  Minternational interest" means an inferest)created under this Convention to which
Article 1(3) applies; :

(19)  "judicial proceedings" means in respect of a Contracting State all legal and
judicial proceedings under the national laws of such Contracting State required to issue
under such national laws a non-appealable and non-reviewable final judicial decision or
ruling in respect of the subject matter of such proceedings;
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(20)  “leasing agreement" means an agreement by which one person (“the lessor™)
leases or agrees to lease (with or without an option to purchase),property to another

person ("the lessee") for a period of not less than [three (3)] years, pursuant to which care,

custody and control of such leased property passes to the lessee for the period of the
leasing agreement; ‘

(21)  "manufacturer's serial number" means in respect of such category of property the
number assigned to such property by the manufacturer thereof as supplemented by
additional digits, letters and/or symbols as set forth in the regulations necessary to ensure
the uniqueness of any such number;

(22)  "national interest" means any interest in property (other than an international
interest) arising under national law;

(23) “obligor" means in respect of a security assignment agreement or an assignment
document (i) where the assigned rights arise under a security agreement, the chargor, (ii)
where the assigned rights arise under a title reservation agrecment, the buyer, and (iii)
where the assigned rights arise under a leasing agreement, the lessee;

(24)  "party" means any individual, firm, corporation, partnership, joint venture,
association, unincorporated organization or government, any agency or political
subdivision thereof, and any of the foregoing acting in a capacity as trustee or agent,
whether residing or having nationality in any Contracting State or not, that has entered
mto an agreement;

(25) "preferred insolvency interests" means in respect of a Contracting State that is the
primary insolvency jurisdiction the classes of interests (other than interests that are
registrable national interests as defined in sub-clauses (i) or (iii) of paragraph (33) of this
annexure) in property that:

{1} under the insolvency laws of such Contracting State would have priority
over the rights in property of the owner of such property or a holder of a
previously granted and registered or perfected security interest in or
mortgage of sach property, and

(11)  are set forth in reasonable detail by such Contracting State in its
ratification instrument -

but only to the extent that such classes of interests are expressed in such
ratification instrument to constitute preferred insolvency interests with priority
over the rights in property of a chargee, seller, lessor [or security assignment
assignee] under this Convention;

(26)  "preferred national interests” means in respect of a Contracting State the interests
(other than interests that are registrable national interests as defined in sub-clauses (:) or
(iii) of paragraph {33) cf this annexure) that:
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(1) under the national laws of such Contracting State would have priority over
the rights in property of the owner of such property or a holder of a
previously granted and registered or perfected security interest in or
mortgage of such property, and

(ii)  are set forth in reasonable detail by such Contracting State in its
ratification instrument; '

but only to the extent that such classes of interests are expressed in such
ratification instrument to constitute preferred interests with priority over the rights
in property of a chargee, seller, lessor [or security assignment assignee] under this
Convention;

(27}  "primary insolvency jurisdiction" means in respect of a chargor, buyer or lessee
the couniry in which the centre of such chargor's, buyer's or lessee’s main interests is
situated [(which shall be presumed to be the country under whose laws such chargor,
buyer or lessee has been constituted in the absence of the proof that another country is
effectively exercising jurisdiction in the insolvency proceedings over the principal asset
of such chargor, buyer or lessee];

(28).... 4 property" means property of a kind listed in Article 2(1);

(29)  "prospective international interest" means an interest that will come into existence
as an international interest upon the chargor, seller, lessor, security assignment assienor,

fassignor, transferee] or engine rights grantor acquiring rights in thegproperty to which the
agreement providing for the interest relates;

{30) ratification instrument" means in respect of a Contracting State the instrument of
ratification deposited by such Contracting State with the depository in accordance with
Article 31(1), as such instrument may be amended in accordance with Article 31(5);

(31) registered" means registered in the international register system againstgproperty
to which an agreementgrelates in accordance withgArticle 17(4);

(32)  "registered interest" means a registered international interest or a registered
registrable national interest;

(33) "registrable national interest” means a national interest in property of:

i) persons who have attached or executed against property in satisfaction of
judgements issued by national courts;

(1)  persons who have performed services in respect of such property for which
they have not received compensaticn;

(1) persons who have lawfully acquired an interest in property by
virtue of the installation of such property in or on, or the
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-attachment of such property to, other types of property in which
such person has an interest or the application of national accession
or similar rules; or

(iv)  persons who have lawfully exercised (including as agent for others) a right
* to detain or attach or execute against property by virtue of the non-
payment of taxes, fees or similar governmental charges;

(34) 'registration amendment notice" means the notice in writing referred to in

Articlegl 8(1);

(35) Tregistration discharge notice" means the notice in writing referred to in

Articleg] 8(4);
(36) "registration notice" means the notice in writing referred to ingArticle 17(2);

(37) p'regulations" means the rules and regulations promulgated from time to time by
the body referred to in Articlegh(2);

(38)  "relevant Contracting State” means: -

(1) in relation to aireraft property, the Contracting State [that is the country of
registration] {in which the subject judicial proceedings relating to this
Convention are occurring]; {and

(ii)  inrelation to property other than aircraft property, the Contracting
State in which [the centre of the chargor's, buyer's, lessee's,
transferor's, assignor's, security assignment assignor's [or engine
rights grantor's] {(as the case may be) main interests is situated] [the
subject judicial proceedings relating to this Convention are
occurring|;

(39) "relevant satellite registrar” means:

{i) in respect of registrations relating to [airframes] [aircraft property], the
satellite registrar in the country of registration; or

f(11)  inrespect of registrations relating to other property, the satellite registrar in
which the centre of the chargor's, buyer's, lessee's, security assignment
assignor's, assignor's or transferor's (as the case may be) main interests is
situated.]

(40)  "satellite registrar" means in respect of a Contracting State the registrar
designated, for each class of property listed in Article 2(1), by such Contracting State in
1ts ratification instrument as the satellite registrar in such Contracting State for purposes
of Articles 4 and 17-19;
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(41)  ‘"security agreement” means an agreement by which one person (“the. chargor")
gives or agrees to give to another person ("the chargee") an interest ("security interest") in
or overgproperty to secure the performance of an existing or future obligation;

(42) "security assignment agreement” means an agreement {other than an assignment
document) by one person ("the security assignment assignor”) to create a security interest
in its inferests in a security agreement, a title reservation agreement or a leasing
agreement securing performance of an existing or future obligation to another person
("the security assignment assignee");

(43) "selected law" means in respect of an agreement or ather contract or instrument
constituting a transaction document the law or laws expressed to govern such agreement,
contract, or instrument other than its rules of private international law;

(44)  "special engine agreement" means an agreement in which one person ("the engine
rights grantor") agrees that, upon the installation of a specifically identified aircraft engine
on a specifically identified airframe, title to or security rights in respect of such engine
would transfer to another person ("the engine rights granteg");

{(45) "take possession" means in respect of all or any property action or actions the
cumulative effect of which is that physical control over such property is transferred to the
chargee, sellor or lessor {or their agents).

(46)  '"title reservation agreement” means an agreement by which one person ("the
seller”) sells or agrees to sellproperty to another person ("the buyer") on terms that
ownership of such property does not pass until performance of the buyer's obligations;

{47) ‘"“transaction documents" means in respect of an agreement such agreement and all
other contracts and instruments expressly contemplated by such agreement as constituting
an integral part of the transactions contemplated by such agreement;

(48) “transfer document” means an agreement (other than a title reservation agreement)
or instrument by or in which one person ("the transferor") sells or agrees to sell property
to another person ("the transferee") and that is expressed to fully divest the transferor of
its interest in the property;

(49) "unregistered" means not registered as stated ingaragraph (31) of this annexure;

{50) "writing" means an authenticated record of information (including information by
teletransmission} that is in tangible form; and

(51)  the following additional terms shall have the meanings given in the referenced
Articles: "authorised party” (Article 23(2)(a)); "cure/return date” (Article 14(a)(i)});
“default" (Article 7(b)); "depositary" (Article 31(1)); "mandatory rules" (Article 25);
"obligor consent" {Article 17(b)(i); "priority notice" (Article 17(1){c)); "registered interest

holder” (Article 22(1)); and "searchable” {Article 17(4)).
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ANNEX 3

Cross-Reference Table Indicating Correlation Between Cumaulative
Recommendations of the Aviation Working Group and Draft Aviation Text

AWG Recommendations

First memorandum (15 May 1995)

core provisions

recommendation 1.1

recommendation 1.2
recommendation 1.3
recommendation 2.1
recommendation 2.2

recommendation 2.3

recommendation 2.4

recommendation 3

recommendation 4.1
recommendation 4.2
recommendation 4.3

recommendation 4.4

Draft Aviation Text

1(3)(e), 4(1) and (4), 5, 17, 22 and 23(1)(b);
annexure paras. (1), (21), and {(46)

22(1)(c)

n/a (explanatory in nature)
see 5(1) and (2)"
8-11,13,14,15, 16 and 22

¢f. 8 with 9, see 11; annexure paras. (20),
{(41) and {46)

27

9, 11, and 23(1)(a); annexure paras. (1),
(20) and {46}

1(3)(d) and (f), 10, 11, 16 and 22; annexure
paras. (1), (5), (6) and (23)

5(1), 7(a), 10, 11, 13 and 22; annexure
paras. (1), (6) and {42)

16, see also 17(1)(b)(1)

22(1)

We are prepared to support the inclusion of substantive requirements for the creation/validity of interrational interests, as

recommended by the sub-committee, rather than our previcusly recommended choice of law rule, We believe that the
requirements set forth in Article 6 of the (third) revised draft (and adopted in Article 5¢(1) of the aviation text} are
sufficient requirements and, as stated in Article 52} of the aviation text, should not be supplemented by any additionat

creationfvalidity criteria applicable under national law.
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recommendation 5.1

recomynendation 5.2

recommendation 5.3

recommendation 6.1

recommendation 6.2

recommendation 7.1

recommendation 7.2

recommendation 7.3

recommendation 7.4

recommendation 8

recommendation 9.1

recommendation 9.2

recommendation 9.3

recommendation 9.4

137*, 31(2)(a)(iii) and 31(2)c)(ii);
annexure paras. (10) and (19)

8- 11 and 12(2); annexure para. (45)
23(2); annexure paras. {11), (37) and (51}

2(1), 5, 7(a), 8- 11, 14 - 16, 17 and 22;
annexure para. {2)

annexure paras, (3) and (4)

17, 22(1)a) - (d) and (2) and 23(1)Xg);
annexure paras. (22), (32), (33), (49) and
(51)

22(1)(b), 31{2)}(b)(i) and 31(5); annexure
para. (26}

5(dy, 17(1)(b)(ii1), 22(1)e)(), 22(1)(d)(ii)
and 23(1)(H)

2(1y

[see recommendation 7 in Second
Memorandum]

4(1) and (2)

4,17 - 19 and 31(2Xc)(i); annexure paras.
(7), (31} - (36}, (37) (39) and (40)

17, see also point 2(b) in 6 October 1993
memorandum, and recommendations 8 and
9 in Second Memorandum

18; annexure paras. (34) - (36) and (37)

Sce point 2(a) in supplementary aviation working group memorandurn of 6 Octeber 1995 in which the recommendation
in respect of a remedies timetable was changed from it being a core provision te it being an optional provision.
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rer_;ommendation 9.5
recommendation 10
optional provisions

recommendation 1.1
recommendation 1.2
recommendation 2.1
recommendation 2.2

recommendation 2.3

22(1)
[see recommendation 1 in Second

memorandum]

7(a). 11 and 12(2); annexure paras. (8) and
(45) :

31(2)@)(1)

14 and 15

31(2)(a)(iv) and (v)

14(b); annexure para. (25)

Supplementary Memeorandum (6 October 1995}

point 2(a}

point 2(b)

Second Memorandum (7 March 1996)

recommendation 1.1

recommendation 1.2
recommendation 2.1
recommendation 2.2
recommendation 2.3
recommendation 3.1
recommendation 3.2

recommendation 4.1
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13; annexure paras. {10) and (19}

17(1) - (3) and 22; annexure paras. (31),
(32) and (51)

23(4)(a) and {b); annexure paras. (12) and
(13)

23(5)(a); annexure paras. (12) and (13)
2(1)(a); annexure para. (4)

annexure para. (4)

23(3)

2(1)(b); annexure para. (2)

annexure para. (4)

16(1), see also 16(2)(a}; annexure paras.



recommendation 4.2
recommendation 4,3
recommendation 4.4
recommeﬁdation 51

recommendation 5.2

recommendation 6.1
recommendation 6.2

recommendation 6.3

recommendation 6.4
recommendation 6.5
recommendation 7.1

recommendation 7.2
recomumendation 7.3

recommendation 7.4

recommendation 7.5
recommendation 8

recommendation 9
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(6), (23) and (42)

16(2), see also 7(a); annexure paras. (5) and
(23)

16(3), see also 16(4); annexure paras. (18)
and (22)

16(4); annexure paras. (22) and sub-clause
(i) of (33)

22(1); annexure paras. (26), see also sub-
clause (iii) of (33)

23(1)(g); annexure paras. (1) and (44}

4 and 17; annexure paras. (7), {37), (39)
and (40)

4(3) and 31(2)(c)(i), see also 17; annexure
para (40)

4(3)and 17 - 19; annexure para. (37)

17(2) and (3) and 18(1), (2) and (4), see
also 4(2) and (3); annexure para. (37)

17(2) and (3) and 18(1), (2) and (4);
annexure para. (39), see also para. (9) |

23(1)(1), 24(1)a) and (b) and 31(2)}(c)(i1);
annexure para. (10)

24(1(c)
24(1)(d) and (4)

24¢2) and (3), see also 12(2), 14 and 15;
annexure paras. (27) and (38)

23(1)h)
4 and 17; annexure paras. (7), (39} and (40)

n/a



ANNEX 4

Description of Members of
Aviation Working Group
(listed alphabetically)

Airbus Industrie G.LE. is a major international supplier of large civil aircraft organised
as a consortium of four leading European aerospace companies -- Aerospatiale Société
Industrielle Nationale (France), Daimler-Benz Aerospace Airbus GmbH (Germany),
Construcciones Aeronauticas S.A. (Spain) and British Aerospace (Operations) Limited
{England). Airbus Industrie G.LE. is primarily engaged in the leadership and
coordination of the design, development, certification,- assembly, marketing, sale and
support of the Airbus family of airliners, namely the Airbus A300, A310, A319, A320,
A321, A330 and A340 projects and derivatives. .

Banque Indosuez is a wholly owned subsidiary of Compagnie Financiere de Suez,
Banque Indosuez, a major merchant banking institution with offices in 65 countries. The
bank’s Indosuez Aerospace Group has broad experience in aircraft finance, including debt
finance, operating and tax leasing, export credit supported finance and equity
arrangement.

GE Aircraft Engines is a division of General Electric Company, a U.S. company that,
among other things, provides a wide variety of aviation-related products and services.
General Electric Company is a major manufacturer and supplier of large and small jet
engines for airframe manufacturers, airlines, leasing companies, and military aircraft.
Also, CFM International, a joint company of General Electric Company and SNECMA of
France, is a major manufaéturer of mid-sized commercial and military jet engines. In
addition, GE Capital Aviation Services, a wholly owned subsidiary of General Electric
-Company, leases over 950 aircraft and provides other aircraft-related services (including
aircraft financing and spare engine leasing services) to more than 150 airlines around the
world.

GE Capital Aviation Services, a wholly owned subsidiary of GE Capital Services,
which is in turn a wholly owned subsidiary of General Electric Company, is a global
commercial aviation financial services company. As of December 31, 1995 the portfolio
of aircraft managed by GECAS and its affiliates comprised approximately 8§90 aircrait,
which are on lease to more than 157 lessees in 54 countries throughout the world.
GECAS has recently announced that it has entered into 2 multi-year order for up to 259
new jet aircraft.

International Lease Finance Corporation ("ILFC") is a large commercial aircraft
leasing company based in Los Angeles, California with over 300 aircraft leased to over 73
airlines all over the world. Since 1973 ILFC has engaged in over 700 transactions
involving the lease or sale of commercial aircraft to more than 140 airlines. As of
December 31, 1994, ILFC had committed to purchase 236 additional aircraft deliverable
through 2000 at an estimated aggregate purchase price of $13.4 billion and had options to
purchase an additional 51 aircraft for delivery through 2001 at an estimated aggregate
purchase price of $2.8 billion.
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Kreditanstalt fiir Wiederaufbau ("K{W™) was established in 1948 as a corporation
under public law. It is a bank with responsibilities in economic policy. KfW extends
loans and grants (i) to promote the German economy both at home and abroad and (ii) to
support the German federal government in its financial cooperation with developing
countries. KfW's aerospace financing forms an important part of the bank's overall export
and project financing activities to promote German industries,

McDennell Douglas Corporation, headquartered in St. Louis, Missouri, is a major
aerospace company, producing both military and commercial aircraft and helicopters, as
well as missiles, space and electronic systems. Commercial jet aircraft currently in
production include the MD-80 and MD-90 twinjets and the MD-11 trijet.

Pratt & Whitney, a division of United Technologies Corporation, Hartford, Connecticut,
is an aerospace manufacturer engaged in the production of military and commercial jet
engines, small gas turbine engines, rocket engines and space propulsion systems, and
engines for commuter aircraft. Pratt & Whitney also provides customer support,
engineering services, and specialised engine maintenance and overhaul and repair service.

Rolls-Royce ple is a major power systems company, operating through its aerospace and
industrial power groups. The Aerospace Group, which now includes the Allison Engine
Company, has a significant fleet of engines powering aircraft and helicopters for both
commercial and military applications. Rolls-Royce plc is engaged in aircraft engine
leasing through Rolls-Royce Leasing and Rolls-Royce & Partners Finance Limited.
Rolls-Royce & Partners Finance Limited has a portfolio of more than 40 spare engines,
which support lease arrangements with 23 lessors worldwide.

SNECMA comprises a group of six major aerospace companies that operate in both civil
and military markets. The SNECMA Group's core business is propulsion, spanning the
design, production and marketing of aircraft and rocket engines, as well as engine
components, repair and maintenance. The SNECMA Group is involved in a number of
major aerospace programs including Rafale high-performance fighter, new Airbus and
Boeing jetliners and the ARIANE launch vehicle.

'The Boeing Company, based in Seattle, Washington, is a major aerospace firm engaged
in, among other things, the business of manufacturing and selling commercial jet
transport. Jetliners currently in production include the 737, 747, 757, 767 and 777.
Boeing is also a major U.S. government contractor with capabilities in missiles and space,
electronics systems, military aircraft, helicopters and information systems management.

The Chase Manhattan Bank is a major banking establishment in the United States.
Chase Manhattan has assets of almost $300 Billion and $20 Billion in shareholders'
equity and serves over 25 million consumers in 39 states and has operations in 51
countries. The Chase Global Aerospace Group has specialized in providing aviation and
aerospace advice and credit for over fifty years.

The Long-Term Credit Bank of Japan, Ltd., a Japanese banking organisation, directly
and by way of its ownership interests in Japan Leasing Corp., LTCB International
Leasing, GPA and Capstar, covers all relevant aspects of the commercial jet finance and
leasing markets on a global basis. [t maintains currently an industry-related loan portfolio
in excess of US$2 hllion.
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