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Jolanta Bialy

From: Percy Gyara [Percy_Gyara@Skyservice.com)
Sent: Manday, December 21, 2009 12:06 PM

To: Jolania Bialy

Subject: Deposit for Servisair

HiJolanta

As discussed can you please transfer $390K as deposit by this Wednesday. | will return the deposit at the end of our
winter flying possibly in the first week of May10.

Thanks

Percy Gyara , CGA, CPA
Controller

7 Skyservice

31 Fasken Drive
Toronto, Ontario MOW 1K6
Phone: (416) 679-5879
Fax: (416) 679-5913
E-mail: percy gvara@skysepvice.com

P Please consider the environment before printing this email

NOTICE OF CONFIDENTIALITY: This material is intended for the use of the Individual to whom It Is addressed and may contaln information that is
privileged, propretary, confidential and exempt from disclosure. If you are not the intended redipient or the person responsible for delivering the
material o the intended redpient, you are notified that dissemination, distribution or copying of this communication is strictly prohibited, If you have
received this communication in error, please contect the sender immediately via e-mail and destroy this message accordingly.
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Jolanta Bialy

From: Percy Gyara [Percy_Gyara@Skyservice.com]
Sent: Wednesday, October 7, 2009 3:04 PM

To: Jolanta Bialy

Cc: Barbara Syrek

Subject: Tourist Card Deposit

Hi Jolanta

We need to place the order for Tourist card for the upcoming season and would request the following depasit from you
as soon as possible.

CS$-237,000
us$ -213,000

Please let me know once the transfer of funds take place.

Thanks

Percy Gyara , CGA, CPA
Controlier

77 Shyservice

alzlinzs

31 Fasken Drive

Toronto, Ontario MSW 1K6

Phone: (416) 679-5879

Fax: (416) 679-5913

E-mail: percy ayara@skyservice.com

P Please consider the environment before printing this email

NOTICE OF CONFIDENTIALITY: This material is Intended for the use of the Individual to whom it is addressed and may contain information that Is
privileged, proprietary, confidential and exempt from disdosure. If you are not the intended recipient or the persan responsible for defivering the
material to the intended redipient, you are notified that dissemination, distribution or copying of this communication Is strictly prohibited. If you have
received this communication in error, please contact the sender immediately via e-mall and dastroy this message accordingly.
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Appendix I

THE COMMERCIAL AGREEMENT DATED JUNE 11, 2006
BETWEEN SKYSERVICE AND
FIRST CHOICE CANADA INC. (NOW SUNWING)
(THE “COMMERCIAL AGREEMENT”)



THIS COMMERCIAL AGREEMENT (this “Agreement’) is entered into on // 77,2006
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BETWEEN

FIRST CHOICE CANADA INC. a company incorporated under the laws of Canada whose principat
place of business is at 160 Bloor St. East, Suite 400, Toronto, Ontario MAW 189, Canada ("FCC");

SKYSERVICE AIRLINES INC. a company incorporated under the laws of Canada whose principal
place of business is at 31 Fasken Drive, Etobicoke, Ontario, M8W 1K6, Canada ("Skyservice’),

each a “Party” and collectively the “Parties”,
IT HAS BEEN AGREED as follows:
1.  INTERPRETATION

“Canadian index”
“Consumer Price Index”

“Charter Agreement”

" “Charter Fes™

“Charter Offer”
“Chartered Fleet”
‘lcla I‘msll

“Commencement Date™

1.1 Definitions

“Adjustment Payment” has the meaning given to such term in Appendix 7

“Affiliata” shall have the meaning given to it in the Canada Business
Corporations Act

“Aircraft” means the Year-Round Aircraft, Seasona) Aircraft and Spare
Aircraft or any one of them, as the context may require

“Alreraft Months™ means in respect of an Alrcrait, the total number of thirty (30)
day periods (or parts thereof) for which such Aircraft is subject to
a Charter Agreement provided that in respect of any Year-
Round Aircraft, a Holiday Year shall be deemed to consist of
twelve (12} Alrcrait Months

“Bookings™ shall have the meaning given to such term in Clause 10.1.1

“Budget™ shall have the meaning given to such term in Clause 114

“Business Day” means any day other than a Saturday or a Sunday on which

banks in Toronto, Canada are open for commercial banking
business during normat banking hours

shall have the msaning given to such term in Clause 10.1.1

means the consumer price index published for all of Canada by
Statistics Canada or any successor agency thereto

shall mean (1} an individual charter agreement between
Skyservice and FCC in the form of the pro-forma Charter
Agreement, as set out in Appendix 1 andfor (2) an individual
extended charter agreement between Skyservice and a Group
Company in the form of the pro-fooma Pxtended Charter
Agreement as set out in Appendix 2

and “Charter Agreements” shall be construed accordingly
shall have the meaning given to such term in Clause 5.1
shall have the meaning given to such term in Clause 9.3
shall have the meaning given to such term in Clause 4.1

includes any claim, demand, action, suit, cause of action,
assessment or reassessment, charge, judgement, debt, liability,
expense, cost, damage or loss, contingent or otherwise,
induding loss of value, reasonable professional fees and afl
reasonable costs incurred in investigating and pursuing any of
the foregoing or any proceeding relating to any of the foregeing

means 1 November 2006



“Controllable
Costs”

“Dispute”

Operating

“Early Termination Sum”

“Extended Charter
Common Terms
Agreement”

“FCC Aircraft Months”
“FCC Termination Event”
“Flight Hour”

“Force Majeure”

“Governmental Body”

“Gross Negligence”

“Group Company”
“Holiday Year”

“Indemnified Party”
“Indemnified Parties”

“Indemnitee™
“Lease Agreement”

“Minimum Average Term”

“Minimum Chartered Fleet
Size”

“Minimum Seat Mile
Guarantee”

“QOperating Costs”

-2
shall have the meaning given to itin Appendix 9

shall have the meaning given in Clause 22.2
shall have the meaning given to it in Clause 16.4.1

shall mean the common terms agreement substantially in the
form set out in Appendix 2

shall have the meaning given to it in Clause 6.2.3
Means any of the vents specified in Clause 16.3

means in respect of any Aircraft each hour (or part thereof)
elapsing from the moment that the wheels leave the ground on
take off to the moment that the wheels touch the ground on
landing

shall mean causes which are beyond the control of a Party and
which prevent such Parly from performing its obligations under
this Agreement and include acts of God, terrorism, strikes,
lockouts or other industrial or labour disputes or disturbances
{other than those strikes, lockouts, industrial or other labour
disputes or disturbances that are foreseeable and that affect
only the Party's operations), wars, biockades, insurrections,
riots, earthquakes, typhoons, hurricanes or other severe storms,
floods, fires, explosions and acts or omissions of any
Govemmental Body

means any government, parliament, legislature, regulatory
authority, governmental department, agency, commission, board
or court or other law, rule or regulation-making entity having or
purporting to have jurisdiction on behalf of any nation or state or
province or other subdivision thereof or any municipality, district
or other subdivision thereof, including the Department of
Transport (Transport Canada) and the Canadian Transportation
Agency

means any act or omission done or omitted to be done with
intent to cause damage, death, delay, injury or loss or recklessly
and with knowledge that damage, death, delay, injury or loss
would probably result.

shall mean any Company that is a Subsidiary or Affiliate of FCC
shall mean the period running from 1 November in one year until
31 Qctober in the following year

shall have the meaning given to such term in Clause 13.1

shall have the meaning given to such term in Clause 13.1

means either an Indemnified Party or a Party Indemnified, as the
context may require

shall have the meaning given to such term in the relevant
Charter Agreement

shall have the meaning given to such term in Clause 6.2.4
shall have the meaning given to such term in Clause 4.1

shall have the meaning given to such term in Clause 5.2

shall have the meaning given to it in Appendix 5
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“Other Termination Event”
“Overhead Charge”
“Party Indemnified”
“Parties Indemnified”

L3 Perso“ n

“Prime Rate”

“Profit Charge”

“Programme”

“Reference Year”
“Resumption Month”
“Season”

“Seasonal Aircraft”

“Security Deposit”

“Skyservice
Event”

“Spare Aircraft”

Termination

“Subsidiary”
“Summer”

“SSV Fleet Size”

“$8V Qualifying Overheads”
“Suspended Clauses”
“Suspension Period”

“Tariff”

“Tem-.!!

“Tarmination Gosf{s”

-3-

shall have the meaning given to such term in Clause 16.5.1
shall have the meaning given to it in Clause 6.2

shall have the meaning given to such term in Clause 13.2
shall have the meaning given to such term in Clause 13.2

means any individual, sole proprietorship, parinership, firm,
entity, unincorporated association, unincorporated syndicate,
unincorporated organization, trust, body corporate and
Governmental Body and, where the context requires, any of the
foregoing when they are acting as trustee, executor,
administrator or other legal representative

means the prime lending rate of interest announced from time to
time by the Royal Bank of Canada as its “prime rate” being its
reference rate then in effect for determining interest rates on
Canadian dollar commercial loans at Toronto

shalt have the meaning given it in Clause 7

means the flight programme provided by FCC to Skyservice in
respect of the Chartered Fleet (which shall be subdivided so that
each Aircraft has its own sub-programme and designated base
airporf) for any Season and in respect of any Extended Charter
Agreement the flight programme provided by the relevant Group
Company in respect of the relevant Aircraft

shall have the meaning given to such term in Clause 10.1.1
shall have the meaning given to such term in Clause 10.1.1
means a Winter or a Summer

shall mean an aircraft which is confracted by way of Charter
Agreement for all or a portion of one Season

shall have the meaning given to such term in Clause 5.4.1
shall mean any of the evenis specified in Clause 16.1

shall mean any aircraft designated as such by FCC at the
beginning of each Holiday Year

shall have the meaning given to it in the Canada Business
Conporations Act

shall mean the period running from 1 May to 31 October in any
year

means in respect of any Holiday Year the total number of fixed
wing commercial aircraft operated by Skyservice's charter airline
business in any such Holiday Year multiplied by the number of
thirty (30} -day periods or parts thereof that such aircraft were
registered to Skyservice on the Transport Canada Aircraft
register (each an “aircraft month™} provided that in respect of any
aircraft registered to Skyservice for the duration of the Holiday
Year the number of aircraft months shall be twelve (12)

shall have the meaning given to such term in Clause 6.2.3
shall have the meaning given to such term in Clause 10.1.1

means the period commencing on the first day of the Trigger
Month and ending on the first day of the Resumption Month

shall have the meaning given to such term in Clause 5.1.2

shall be the term of the Agreement as more particularly set out
in Clause 2

shall have the meaning given to such term in the relevant
Charter Agreement
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“Total Cost” means the aggregate of the Profit Charge, the Overhead Charge
and the Operating Costs

“Trigger Month” shall have the meaning given to such term in Clause 10.1.1

“UK & Eire Bookings” shall have the meaning given to such term in Clause 10.2.1

“UK & Eire Index” shall have the meaning given to such term in Clause 10.2.1

“UK & Eire Trigger Month®  shall have the meaning given to such term in Clause 10.2.1
“UK & Eire Reference Year® shall have the meaning given to such term in Clause 10.2.1
“UK & Eire Resumption Month” shall have the meaning given {o such term in Clause 10.2.1

“Winter” shall mean the period running from 1 November in one year until
30 Apiilin the following year

“Year-Round Aircraft” shall mean an aircraft which is contracted by way of a Charter
Agreement for a period of not less than twelve (12) months

1.2 Construction
in this Agreement, save where the contrary is indicated, reference to

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

122 this Agreement shall be construed as including reference to all its appendices and
schedules and any other document which is supplemental to its terms;

1.2.3 a statute shall be construed as a reference to such statute as the same may have
been, or may from time to time be, amended or re-enacted;

1.24 a "Clause” or a *Appendix” is a reference to a Clause of, or an Appendix to, this
Agreement; and

125 the singular shall include the plural and vice versa and reference to one gender shall
include all genders.

2. TERM

21 Subject to Clause 2.2, this Agreement shall be effective from the Commencement Date and
subject to temmination by notice pursuant to Clause 2.3 or Clause 2.4 or early fermination
pursuant to the express provisions of any other Clause of this Agreement, this Agreement shall
endure for a peried running from the Commencement Date until 31 October 2011 (the “Term”).

2.2 It is a condition precedent fo the provisions of this Agreement coming into effect pursuant fo
Clause 2.1 that no Skyservice Termination Event, Other Termination Event or Termination Event
has occurred which is continuing on the Commencement Date.

2.3 FCC may, by wiitten notice served on or prior to 31 October 2008 by FCC to Skyservice
indicating its intention to terminate this Agreement, elect to terminate the Parties’ rights and
obligations under this Agreement on 31 October 2009. If FCC elects to terminate this Agreement
pursuant to this Clause 2.3, then the Early Termination Sum shall not be payable and the Term
shall end on the 31 October 2009.

24 FCC may terminate this Agreement at any time by (i) serving a notice in writing on Skyservice
nominating a date at least thirty (30} days after the date of the notice as being the date of
termination and (i) paying to Skyservice prior to such anticipated date of termination the
amounts specified in paragraphs (@) and (b) of Clause 16.4.1. The payments contemplated by
paragraphs {c} and (d} of Clause 16.4.1 shall be payable by FCC promptly on demand by
Skyservice in respect of an early termination under this Clause 2.4. For greater certainty, the
parties expressly agree that the payment obligations under Clause 16.4.1 paragraphs (c) and {d)
shall survive the termination of this Agreement.
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3. AGREEMENT TO ENTER INTO CHARTER AGREEMENTS

3.1 The Parties agree that during the Term FCC, shall enter into Charter Agreements with
Skyservice on the following terms:

311  The Charter Agreements entered into by FCC and Skyservice in relation to Year-
Round or Seasonal Aircraft shall be substantizlly in the form set out in Appendix 1 to
this Agreement;

3.1.2 The Charter Fees payable pursuant to the respective Charter Agreements shall be
calculated on a Total Cost Basis in accordance with the provisions of this Agreement;
and

3.1.3 The Charter Agreements shall be entered intc on a Seasonal or on a Year-Round
basis as applicable with a scheduled expiration date falling no later than the last day
of the Term.

3.2 The Parties agree that during the Term, if a Group Company has a requirement for 2 Year
Round Aircraft for one or more Seasons, then upon receipt of not less than six (6) months
written notice from FCC of such requirement of such Group Company and without prejudice to
Clause 4.6, subject to any regulatory constraints that would prevent Skyservice from complying
with the terms of any such Extended Charter Agreement, Skyservice shall enter into an

Extended Charter Agreement with such Group Company in substantially the form set out in
Appendix 2 to this Agreement.

4. FLEET SIZE COMMITMENT

4.1 The fleet of aircraft chartered from Skyservice by FCC (or a Group Company) by way of Charter
Agreements (the “Chartered Fleet”) during any Holiday Year shall be no smaller than:

411 3 Year-Round Aircraft; and
412 2 Seasonal Aircraft: :
(4.1.1.and 4.1.2 comprising the “Minimum Chartered Fleet Size”)

4.2 The Parties agree that in order to change the size or composition of the Chartered Fleet, FCC
must give written nofice to Skyservice on the following terms:

(i} to vary the number of Year-Round Aircraft, not less than elght {8) months prior to the
vceurrence of the change;

(i) to vary the number of the Seasonal Aircraft for any Holiday Year, not less than six (6)
months prior to the occurrence of the change.

4.3 The Parties agree that in any Holiday Year, FCC shall have the right to change the size and
composition of the Chartered Fleet by giving notice pursuant to Clause 4.2 subject to Clause
4.1 and to the following restrictions:
43,1 The year-on-year increase in the number of Year-Round Aircraft shall not exceed 3;
4.3.2 The year-on-year decrease in the number of Year-Round Aircraft shall not exceed 2;
433 The year-on-year increase in the number of Seasonal Aircraft shall not exceed 3,

434 The year-on-year decrease in the number of Seasonal Aircraft shall not exceed 2; and

435 The number of Aircraft Months relating to Seasonal Aircraft shall not exceed the
number of Aircraft Months relating to Year-Round Aircraft in any one Holiday Year.

4.4 The Parties agree that, subject to Clauses 4.5, 4.6, 6.2.4, 7, 10, and 12.1 and Appendix 7, the
Minimum Chartered Fleet Size shall operate such that irrespective of and without prejudice to:
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4,41 the failure of the Chartered Fleet {o meet the Minimum Chartered Fleet Size;

442 the failure of one or more of the Aircraft of the Chartered Fleet actually to operate the
whole or part of the Programme set out in the relevant Charter Agreement, or

4.4.3 the early termination of certain or all of the Charter Agreements;

the Overhead Charge and the Profit Charge shall be payable by FCC at all times during the
Term as if;

a.  the Minimum Chartered Fleet Size is being complied with; and

b. each Aircraft so forming part of the Chartered Fleet is flying no less than one (1) seat-
mile per month. .

45 The provisions of Glause 4.4 shall not apply to the extent that and for the period that:

451 the circumstances described in Clauses 4.4.1 to 4.4.3 (inclusive) are attributable to a
breach by Skyservice of its obligations pursuant to the lease of an Aircraft uniess such
breach has bgen caused by (i) a breach by FCC of a Charter Agreement or (i) a
breach by any Group Company of an Extended Charter Agreement or any other
agreement to which the Group Company is a party which relates to the Aircraft;

4,52 the failure of Skyservice and FCC or any Group Company to enter into one or more
Charter Agreements (such as would enabie FCC to meet the Minimum Chartered
Fleat Size) as a result of Skyservice failing to offer Charter Agreements on
Satisfactory Commercial Terms. For the purposes of this provision, the terms of a
proposed Charter Agreement shall only be considered to be “Satisfactory
Commercial Terms® if the actual aircraft rental and maintenance costs forming part of
the Operating Costs payable pursuant to that Charter Agreement are no higher than
the lowest aircrafi rental and maintenance costs which FCC, acting in good faith, can
demonstrate are available to Skyservice for the lease of an aircraft for the term
required by FCC of substantially identical specification and configuration to that of the
Aireraft under the proposed Charter Agreement. For the avoidance of doubt, Aircraft
already within the Chartered Fleet shall not be used for the comparison.contemplated
in the preceding sentence.

453 A termination of a Charter Agreement by FCC prior to the scheduled expiry date in
accordance with the terms of the relevant Charter Agreement;

each an “Exonerating Event” and neither FCC not any Group Company shall have liability
with respect to any shortfall between (i) the aggregate of the Overhead Charges and Profit
Charges that would have been paid by FCC or any Group Company under the Charter
Agreements in accordance with the provisions of Clauses 4.1, 4.2, 4.3, 6.2 and 7 and (ii) the
aggregate of Overhead Charges and Profit Charges that were actually paid during that period
when the Minimum Chartered Fleet Size was not met, provided that such failure to comply
with the Minimum Chartered Fleet Size is caused by an Exonerating Event.

46 Non-Canadian Regulatory Constraint on Extended Charter Agreements

If, during the Term, Skyservice’s ability to operate within the UK or Eire is revoked or
suspended for any reason caused by Skyservice then (i) the provisions of Clauses 4.1, 4.2, 4.3
and 4.4 shall be suspended to the extent necessary in relation to either (A) if no notice has
been sefved pursuant to Clause 3.2, in respect of the relevant Holiday Year the number of
Aircraft that had in the previous Summer been operated under Extended Charter Agreements
or (B) if designated prior to the suspension or revocation, the number of Year-Round Aircraft
that had been designated for Extended Charter Agreements pursuant to Clause 3.2; and (i)
those Year-Round Aircraft so designated by FCC pursuant to Clause 3.2 shall be converted to
Seasonal Aircraft for the duration of the revocation or suspension of Skyservice's authority to fly
from UK or Eire bases and any breach of Clause 4.3.5 that shall be caused by such conversion
of Year-Round Aircraft to Seasonal Aircraft shall be deemed to have been waived by
Skyservice.

4.7 Lease Delay or Termination
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4.7.1 Notwithstanding the commencement of the term of any Charter Agreement, the
Parties acknowledge and agree that Skyservice shall not be required to operate any
Flights under any Charter Agreement until the Aircraft specified in such Charter
Agreement has been delivered to Skyservice under the relevant lease agreement
provided, however, that if the Aircraft is not delivered under the Lease Agreement,
Skyservice shall use its reasonable commercial efforts fo arrange for an alterative
aircraft in accordance with Section 7.2 of the relevant Charter Agreement.

4.7.2 FCC shall not be obligated to pay the Termination Costs under the Charter Agreement
in the event that such termination results from an event of default under the Lease
Agreement directly caused by an action or omission by Skyservice, and FCC has met
all of its material obligations hereunder. In the event that such termination results
from (i} a change in law or interpretation of any law the effect of which renders it
unlawful (excluding any unlawfulness caused by an act or omission of the aircraft
lessor) for the lessor or Skyservice to give effect to any of their respective obligations
contemplated by the Lease Agreement, or {ii} a Total Loss of the Aircraft (as defined
in the L.ease Agreement}, FCC shall not be liable to pay any Profit Charge as part of
the Termination Costs described in Section 3.2.3 of the relevant Charter Agreement.
The Parties further agree that in the avent that FCC and Skyservice enter into a new
charter agreement desciibed in the immediately following paragraph for a term
commencing in the same Season and year as the Season and year in which the
Lease Agreerment terminated, FCC shall only be responsible to pay such portion of
the Termination Costs described in Section 3.2.3 (i) and (if} and shali, for the
avoidance of doubt, not be obligated to pay the Termination Costs described in
Section 3.2.3 (iii) and (iv} of the refevant Charter Agreement. Notwithstanding the
foregoing, FCC acknowiedges and agrees that in the event of termination of the
Charter Agreement hereunder, FCC shall not be entitled to, and Skyservice shall not
be liable for, any damages, costs, losses or expenses, whether foreseen or
unforeseeable, direct, indirect, special or consequential damages, and whether in
contract, tort or otherwise.

47.3 Without limiting the generality of the foregoing, Skyservice agrees that in the event
that the Charter Agreement is terminated pursuant to the immediately preceding
paragraph, Skyservice shall use reasonable efforts to locate an afiernate aircraft
similar to the Aircraft. Where, as a result of such reasonable efforls, Skyservice
enters into negotiations with an aircraft lessor for an alternate aircraft, Skyservice
agrees to negotiate a new Charter Agreement with FCC in respect of such aircraft on
terms substantially similar to the charter agreement other than changes required to
reflect the terms relating to such aircraft, provided, however, that nothing in this
paragraph shall be construed as affecting the termination of the Charter Agreement
described in the above paragraph. The Parties agree that this paragraph is not
intended to create an obligation on FCC to agree to enter into such new Charter
Agreement.

§. CHARTER TERMS
5.1 Charging Basis
5.1.1 The Parties agree that each Charter Agreement shall be entered into on a Totat Cost

Basis and that with respect to each Charter Agreement FCC, shall pay to Skyservice
an amount (the “Charter Fee"), which shall be comprised of the following:

a. The Overhead Charge
b. The Operating Costs; and
c. The Profit Charge.

5.1.2 The Charter Fee applicable to each Charter Agreement in any Holiday Year shall be
calculated in accordance with a Budget for such Holiday Year agreed between the
Parties pursuant to Clause 11.4 and invoiced weekly in advance on a fixed and a per-
seat mile basis as set out in Appendix 8 according to the planned flying programme
set out in the relevant Charter Agreement (the “Tariff"} subject to all Charter Fee
payments under the relevant Charter Agreement being reconciled in accordance with
Clause 11.5.
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5.1.3 In addition to the Charter Fee as set out in the Charter Agreement, subject to, and in
accordance with the provisions, of Clause 11.5 in the event of any increase or
decrsase in any costs or charges relating to the Programme (including for the
avoidance of doubt any costs relating to the termination of the Programme whether in
retation to the refurn of the Aircraft, the lease agreement or otherwise), or the incurring
by Skyservice of any cost based on unplanned or unforeseen events not caused by
Skyservice’s Gross Negligence or wilful misconduct related to the Programme or to
the Charter Agreement, the Parties acknowledge and agree that Skyservice shall be
entitled to revise the Charter Fee and therefare the Tariff accordingly provided that
such costs have not been included as Operating Costs.

£.1.4 If the provisions of Clauses 4.5, 4.6, 10 or 12.1 cause any reduction in the Proft
Charge or Overhead Charge that would otherwise have been due for a Season or a
Holiday Year, then the Charter Fee (and consequently the Tariff) under each Charter
Agreement shall be revised by Skyservice accordingly and the provisions of this
Clause 5.1.4 shall take precedence over the relevant sections of the relevant Charter
Agreement.

51.5 All revenua generated by the operation of any Aircraft (including, without limitation, all
revenua (net of cost of sales) earned during any Flight that relates to the following
items: sale of headsets; duty free and other in-flight sales; special catering
requirements (if any) seat selection; cargo; and the following industry surcharge
income, if any, over and above the cost of supply, sums attributable to NAVCAN, US
overflight, fuel, currency, insurance and security shall, unless otherwise agreed by the
parties in writing, be for the account of FCC. if Skyservice creates or introduces new
business or ad hoc flights for any Aircraft then (i) FCC shall have the right to agree
whether such flight takes place and the terms on which it would be undertaken and (i)
if such flight does take place, FCC shall pay a commission to Skyservice for the
introduction of such ad hoe flight or new business equal fo *of the
revenue actually received by FCC in relation to such ad hoc flight. This Clause 5.1.5
shall not operate in respect of programs operated by Skyservice to and from
destinations in Eastemn Europe for which Skyservice purchases seats from FCC in
which case the purchase price of the seats shall be agreed to be the revenue payable
to FCC by Skyservice in relation to such operation.

5168 For the avoidance of doubt any rebates, recoveries, discounts or inflows or other
amounts of a similar nature received by or on behalf of Skyservice shall, if not paid
directly to FCC during the relevant Season, be credited to FCC by way of reduction of
the related expense in the reconciliation at the end of the relevant Season.

5.2 Charter Programme

Skysetvice shall operate the Aircraft in accordance with the Programme, which will be provided by
FCC no less than four (4) months prior to each Season during the Term. FCC shall have the right to
change the Programme, the schedule of Flights to be operated pursuant to the Programme or the
destinations, provided that FCC shall give Skyservice at least seven (7) days prior written nofice of
such change, and upon the condition that any increased number of Flights shall be capable of being
performed by the relevant Aircraft designated for such Flights as then configured as set out in
Schedule A of the relevant Charter Agreement, unless otherwise agreed in writing by the Parties. The
Programme for each Aircraft shall otherwise be updated and determined subject to the foregoing
restrictions and in accordance with Section 2.3 of each relevant Charter Agreament.

Notwithstanding the foregoing, FCC acknowledges and agrees that, subject to Clause 4.4 and Clause
4.5, the Programme shall be subject to a minimum guarantee (the “Minimum Seat Mile Guarantee”)
of one (1) seat mile per Season per Aircraft.

5.3 Destinations Served by the Aircraft

Skyservice agrees to deploy the Aircraft as may be requested by FCC for Flights to any destinations
that may be served by such aircraft type from Toronto or other Canadian departure points as may be
authorized under Skyservice insurance policies and Lease Agreements that are within the range of the
Aircraft, all in accordance with the destinations set forth in the Programme.

54 Programme Performance Bond
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541 FCC acknowledges that Skyservice has, upon the representation of FCC, that FCC will
charter each of the Aircraft in accordance with the Programme, and in refiance upon
same, entered into a Lease Agreement in respect of each of the Aircraft in conjunction
with and running simultaneous to the Charter Agreement, to lease the Aircraft to perform
the Programme. FCC agrees to provide to Skyservice, at the beginning of each Season,
an irrevocable Letter of Credit in an amount agreed to by the Parties and such additional
amounts as may be reasonably required by Skyservice in accordance with Programme
changes from time to time during the Term, as security (the “Security Deposit’) pending
the commencement of performance of the Programme for that Season.

5.4.2 Any letter of credit provided hereunder must be irrevocable and drawn on an international
bank selected by FCC and approved by Skyservice. Skyservice shall not unreasonably
withhold or delay its approval of a bank of international standing. Such letter of credit shall
have a non-cancellable term of at least sixty (60) days after the end of the relevant
Season from the date of issue. If FCC is unable to provide a letter of credit satisfying the
terms of this Clause 5.4.2, then Skyservice may require FCC to provide a cash deposit to
be held as security in lieu of such Letter of Credit. Whenever the balance of the amount of
the Security Deposit becomes less than the required amount (defermined in accordance
with Clause 5.4.1, Charterer shali immediately either (i} in the case of a letter of credit,
procure an increase in the-Letter of Credit or (i) in the case of a cash deposit make a
further payment to Skyservice sufficient to restore such amount to the required balance of
the Security Deposit.

54.3 The Aircraft contemplated as being operated under this Agreement are Boeing 757 and
Airbus A320 type aircraft. If the Parties agree to the introduction of any other aircraft type
not at that time on Skyservice’s then existing air operator's certificate, then FCC shall
provide to Skyservice a method of advance funding to Skyservice the reasonable costs of
Skyservice in relation to the introduction of a new aircraft type. For the avoidance of
doubt, this methed of funding shall be outside of the Tariff mechanism payable under the
Charter Agreements.

544 If the Programme requires (j) flight attendant or pilot training to be carried out prior to the
start of the Season, (i) third party fuel and ground handling suppliers’ deposits for reasons
other than a decline in Skyservice’s credit standing or (jii) the establishment of a new base
of operations for Skyservice, then FCC shall provide to Skyservice a method of advance
funding to Skysetvice the reasonable costs of Skyservice in relation to such training,
deposits or establishment costs.

545 Any remaining portion of the Security Deposit will be refunded to Charterer without
interest or, in the case of a Letter of Credit, shall be returned, when no further obligations
or liabilities remain outstanding under the Charter Agreements in relation to the relevant
Season.

6. OPERATING COSTS AND OVERHEAD CHARGE
6.1 Operating Costs

The Operating Costs with respect to a Charter Agreement shall be as set out in, and calculated in
accordance with, Appendix 5. Without prejudice to the provisions of Clause 5, Skyservice shall have
the obligation throughout the Term to use all reasonable commercial efforts to minimize the Operating
Costs payable by FCC pursuant to the Charter Agreements and by any Group Company pursuant to
any Extended Charter Agreement, but only to the extent that such efforts do not materially adversely
affect the quality of the Services delivered under such Charter Agreements.

6.2 Overhead Charges
6.2.1 Payment

The monthly amount of Qverhead Charge payable under any Charter Agreement

hetween FCC and Skyservica in any one Holiday Year (the “Overhead Charge™) shall

throughout the Term, subject to Clause 6.2.2, be the amount calculated in accordance

with Clause 6.2.3 to be the Initial Overhead Charge. The amount of Overhead Charge
shall be subject to escalation on each anniversary of the Commencement Date at a
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percentage rate equal to the percentage rate increase (if any) in the Consumer Price
Index that occurred during the previous Holiday Year.

6.2.2 Variation Following Fleet Size Change

If there is a change in the SSV Fleet Size which is more than (a)_
and (bm Aircraft Months from the SSV Fleet Size subsisting (x) in the
Haliday Year in the case of the first such adjustment and {y} at the time of the

immediately preceding adjustment pursuant to this Clause 6.2.2, in the case of any
subsequent adjustment pursuant to this Clause 6.2 2, then the following shall apply:

(il  Skyservice and FCC shall negotiate in good faith to agree either (A) an
appropriate increase (if any) in the Overhead Charge from the Overhead
Charge in effect at the time that such reduction occurs if the SSV Fieet Size has
decreased or (B) an appropriate decrease (if any) in the Overhead Charge from
the Qverhead Charge in effect at the time that such increase occurs if the SSV
Fleet Size has increased. For the avoidance of doubt, due to the nature of
airline operations, the parties anticipate that any such agreed increase would be
less than that directly proportionate to the decrease in the number of Aircraft
Months and any such agreed decrease would be less than that diractly
proportionate to the relevant increase in the number of Aircraft Months; and

(i) If the S8V Fleet Size has decreased then Skyservice shall use all commaercially
reasonable efforts to reduce the fotal SSV Qualifying Overheads to the
maximum extent possible without materially adversely affecting the quality of
services delivered under the Charter Agreements, taking into account the
reduction in the SSV Fleet Size. The reduction in the SSV Qualifying Overheads
achieved by Skyservice shall be taken into account in the negotiations
contemplated in paragraph (i) above in scenario (B).

6.2.3 Calculation of “Initial Overhead Charge”

The Initial Overhead Charge shall be the result of the following formula:

AxC
B

Where:
A is total FCC Aircraft Months for the 2006/7 Holiday Year,
B is total S8V Fleet Size for the 2006/7 Holiday Year; and

C is the total S8V Qualifying Overheads for the 2006/7 Holiday Year.

For the purposes of this Agreement,

“8SV Qualifying Overheads” shall mean the total of the costs set out in Appendix 6 subject in
all cases, o such costs not being incurred by Skyservice as a result of its Gross Negligence or
willful misconduct, or breach of contract with a third party (unless such breach results in a net
cost reduction}.

For the avoidance of doubt “SSV Qualifying Overheads™ shall not include any of the following:

a. direct, indirect or allocated costs from the business of any of Skyservice's Affiliates or
any of Skyservice’s other businesses (other than Skyservice's charter airline business)
including, without limitation, the provision of maintenance facilities to third parties;

b. the cost to Skyservice of any goods or services provided directly or indirectly by an
Affiliate of Skyservice, but only to the extent that (i) the provision (including the terms thereof)
of such goods or services by the affiliate of Skyservice has not been approved in advance by
FCC and (ii) Skyservice is not able to demonstrate to FCC's reasonable satisfaction that there
is a cost benefit or saving from the provision of such goods or services from Skyservice's
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Affiliate as opposed to the most competitive price available to Skyservice from a non-Affiliate
third party.

“FCC Aircraft Months” shall mean the total number of Aircraft Months of all Seasonal Aircraft
and Year-Round Aircraft in the relevant Holiday Year.

6.2.4 Minimum Seasonal Aircraft Months

With respect to the Seasonal Aircraft, a minimum Overhead Charge shall apply such
that if (A) the Charter Agreements in respect of the Seasonal Aircraft in any Holiday
Year have not had an average term of 4.5 months (the “Minimum Average Term’),
they shall be deemed fo have had such a Minitnum Average Term and FCC shall be
charged the difference between (i) the Overhead Charge actually paid by FCC during
the Holiday Year in relation to the Seasonal Aircraft and (ji) the Overhead Charge that
would have been paid by FCC if the Minimum Average Term had been met and (B} if

any Charter Agreement has a term of less than onths, then the term shall be
deemed to have been months for the purpose of the payments under Clause
6.2.1 only. :

Worked Example - for illustralion purposes only

in one year, there are to be four (4} Seasonal Aircraft with Charter Agreement
durations of 3.8, 4.3, 4.5 and five (5) months respectively. One Aircraft does not meet

the minimum and 50 is deemed fo have a duration of months for overhead
affocation purposes. The extra amount shall be charged fo that Aircraft by raising
Overhead Charge per Aircraft Month by a factor of Durafions for overhead

purposes now become 4, 4.3 4.5 and 5. Average 4.45. The average does not mget
the minimum guaranteed average of 4.5, so an adjustment to a 4.5 average is
necessary. In order to achieve this, the per Aircraft Month Overhead Charge is
increased by factor 4.5/4.45.

7. PROFIT CHARGE

7.1 The profit charge element of the Charter Fee, chargeable with respect to each Aircraft pursuant
to the relevant Charter Agreement, in any Holiday Year during the Term shall be as calculated
in accordance with Appendix 7 (the “Profit Charge™).

7.2 Skyservice shall, at the end of each Holiday Year, calculate whether an Adjustment Payment,
as contemplated in Appendix 7, is due at the end of such Holiday Year. If the Adjustment
Payment is due from Skyservice to FCC, then Skyservice shall pay to FCC the Adjustment
Payment within forty-five (45) days of the end of each Holiday Year. If the Adjustment
Payment is due from FCC to Skyservice, then FCC shall make such payment to Skyservice
within forty-five (45) days of receipt of written demand from Skyservice.

7.3 The Parties have agreed that the Profit Charge calculated in accordance with Appendix 7 shall
apply in respect of the 2005/6 Holiday Year. On the Commencement Date a reconciliation
calculation shall be carried out by Skysetvice and the difference between (i) the total amount
of Profit Charge paid to Skyservice in respect of the Aircraft operated during the 2005/6
Holiday Year and (i) the total amount that would have been payable to Skyservice in respect
of Profit Charges for the 2005/6 Holiday Year if calculated in accordance with Appendix 7,
shall be paid by Skyservice if (i} is greater than (i) and by FCC i (i) is greater than (j). The
payment of any resuiting Adjustment Payment shall be made in accordance Clause 7.2

7.4 Except as provided in Clause 7.5, no Profit Charge shall be payable with respect to any Spare
Aircraft.

7.5 If any Spare Aircraft operates a fixed schedule of flying, not in substitution for one of the
Seasonal Aircraft or Year-Round Aircraft, but in addition to the Programme agreed to be
operated for the Seasonal and Year-Round Aircraft, then & monthly Profit Charge shall be
payable by FCC to Skyservice in respect of such Spare Aircraft for the duration of the fixed
schedule of fiying calculated in accordance with the following formula:

S8V Commercial Agreement 070606 -execution version



-12- Page 151 of Motion Record

X=Ax

Olm

Where:
is the Profit Charge per month payable in respect of the relevant Spare Aircraft;

A is the Profit Charge in effect during the relevant period calculated in accordance with
Appendix 7;

B is the number of Flight Hours operated by the relevant Spare Aircraft per month, pro-rated
for partial months, in respect of its fixed schedule of fiying; and

C is the average number of Flying Hours per mionth {prorated for partial months) operated
by the Seasonal Aircraft and the Year-Round Aircraft during the months (or parts thereof)
that the fixed schedule is operated in any one Seaseon in which the Profit Charge is to be
calculated.

Worked Example - for illustrafion purposes only

in the 2006/7 Winter Season the designated Spare Aircraft is employed on a fixed
schedule of fiying which is nof in substifufion for any of the non-spare Aircraff which
involves a retum flight from Toronto fo Punta Cana on each Saturday in December,
January and February. The retum flight consumes a total of 44 Flying Hours per month,
the average ulilization per month of the non-spare Aircraft for the months of December,
January and February is 300 Flying Hours. The Profit Charge per month applicable for
the 2006/7 Holiday Year is Cdn$72840

x=0dn372840 x 44 x = Cdn$10683.2
300

Any Profit Charge in respect of a Spare Aircraft shall be payable by FCC to Skyservice
within ten {10) Business Days of receipt of an invoice for the amount calculated in
accordance with fhe provisions of Clause 7.4.2

7.6 Bonus

In relation to any Holiday Year, the Parties shall agree a bonus structure whereby if Skyservice meet
certain financial and other performance fargets an amount is paid by FCC to Skyservice in excess of
the cumulative Charter Fees payable in such Holiday Year. The bonus structure for the Holiday Year
commencing on the Commencement Date shall be that set out in Appendix 9. Following agreement of
the Budget for the next Holiday Year (in accordance with Clause 11}, but prier to the commencement
of such Holiday Year, the Parties shall discuss whether any amendments should be made to the
existing bonus structure, If no amendments to the existing bonus structure are agreed, then the
existing bonus structure shall continue to apply. Any amendments to the bonus structure that are
agreed by the Parties shall be set out in an amendment to this Agreement.

8. SUBSTITUTION OR FARLY TERMINATION OF YEAR-ROUND AIRCRAFT

8.1 Provided that FCC provide Skyservice with not less than eight (8} months notice of the
required change then, notwithstanding any provision to the contrary in the relevant Charter
Agreement, FCC shall have the right with respect to any Year-Round Aircraft to substitute
such aircraft with another during the term of the applicable Charter Agreement. This right shall
be subject to Skyservice's ability to terminate the lease for the original aircraft, which
Skyservice agrees to use its reasonable commercial efforts to achieve, to facilitate the
substitution of such Year-Round Aircraft. FCC shall promptly on demand pay any costs
reasonably incumed by Skyservice to third parties in respect of such eary termination and
substitution.

8.2 Subject to the provisions of Clause 4, provided that FCC provide Skyservice with not less than
eight {8) months notice then, notwithstanding any provision to the contrary in the relevant
Charter Agreement, FCC shall have the right with respect to any Year-Round Aircraft fo
terminate the Charter Agreement related to such Aircraft during the term of the applicable
Charter Agreement. This right shall be subject to Skyservice's ability to terminate the lease for
the relevant aircraft, which Skyservice agrees to use its reasonabfe commercial efforts to
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achieve, to facilitate the early termination of the Charter Agreement for such Year-Round

Aircraft. FCC shall promptly on demand pay any costs reasonably incurred by Skyservice to

third parties in respect of such early termination but the provisions of Section 3.1.4 of the

relevant Charter Agreement shall not apply and consequently FCC shall not be obliged to pay
Termination Costs under the relevant Charter Agreement.

8.3 In order to qualify as a Year-Round Aircraft, the Aircraft subject to a Charter Agreement must
remain in the Chartered Fleet for not less than twelve (12) consecutive months. If an Aircraft
which has been designated as a Year-Round Aircraft is substituted pursuant to Clause 8.1 or
the Charter Agreement related to such Aircraft is terminated pursuant to Clause 8.2, prior to
the expiry of such period of twelve (12) months, then such Aircraft shall be considered to have
been a Seasonal Aircraft {and the Afrcraft Months for such Aircraft shall be deemed to be
Aircraft Months relating to a Seasonal Aircraft for the purposes of the calculation of Profit
Charges) and an Adjustment Payment shall become due at the end of the Holiday Year during
which the change took piace, calculated in accordance with the provisions Appendix 7. Such
Adjustment Payment shall be payable in accordance with the provisions of Clause 7.2

Worked Examnple of Year-Round Aircraft Substitution - for illustration purposes only

if an aircraft becomes one of the aircraft compiising the Chartered Fleot, that aircraft is
designated as a Year-Round Aircraft on 1 November 2006 (the "Original Aircraft’} and on 1
December 2006, FCC serves nofice to substitute an aircraft (the “Replacement Aircraft’) for
the Original Aircraft on 1 August 2007, then the Aircraft Months for the Original Aircraft shalf
be considered fo have been Aircraft Months in respect of a Seasonal Aircraff and an
Adjustment Payment shall become due forty-five (45) days affer the end of the 2006/7 Holiday
Year in accordance with Clause 7.2. If the Replacement Aircraff leaves the Chartered Fleet
prior to 31 July 2008, then the Aircraft Months for the Replacement Aircraft shall also be
considered fo have been Aircraft Months for a Seasonal Aircraft and an Adjustment Payment
shalf become due forly-five (45} days affer the end of the 2007/8 Holiday Year in accordance
with Clause 7.2. If, however, the Replacement Aircraft remains in the Charlered Fleet unfif or
beyond 31 July 2008, then the Aircraft Months in respect of the Replacement Aircraft shall be
considered to be Year-Round Aircraft Months for the purposes of Clause 7 and Appendix 7
and no Adjustment Payment shall become due at the end of the Holiday Year during which the
replacement Aircralt exits the Chartered Fleot.

9. SKYSERVICE AS PREFERRED PROVIDER

9.1 Subject to Clause 9.3, the Parfies agree that Skyservice shall be FCC'’s preferred provider of
aircraft that are dedicated entirely to a FCC charter programme. Subject to compliance by
Skyservice with its obligations under the Charter Agreements and under this Agreement,
Skyservice shall have a first right to provide additional aircraft in excess of those required by
the provisions of Clause 4.1, in which event such aircraft shall become subject to a Charter
Agreement as a Seasonal or.a Year-Round Aircraft.

92 If FCC has a requirement for additional aircraft for a Season or a Holiday Year, FCC shall
negotiate in good faith with Skyservice, to agree terms on which such Aircraft would be
operated in order to have Skyservice provide such aircraft. The Parties agree that such
process of negotiation shall not extend ionger than ninety (90) days from the date FCC first
notified Skyservice of its requirement for an aircraft. The Parties acknowledge that FCC will
continue from time to time to use blocked space and ad hoc charter arrangements with other
carriers. Without prejudice to the preceding sentence, FCC agrees to confer with Skyservice
o determine if a dedicated aircraft could be used on a more cost-effective basis for such
requirements. If a dedicated aircraft could not be used more effectively for the purpose then,
notwithstanding the general right of FCC to continue to use blocked space and ad fioc charter
arrangements with other carriers, Skyservice will have the right of first refusal on any block of
seats in excess of fifty (50} on a single aircraft programme provided that the aircraft is one for
which Skyservice (rather than any of Skyservice's tour operator customers) bears the liability
for filling part or all of the available seats.

9.3 Without limiting the generality of the foregoing, in the event that FCC receives a bona fide
offer {a "Charter Offer") for an aircraft to be used by FCC in connection with its charter
business, FCC shall forthwith disclose the Charter Offer to Skyservice. Upon receipt of the
Charter Offer, Skyservice shall have thirty {30) calendar days to notify FCC of its agreement to
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match the material terms of the Charter Offer. If Skyservice declines to maich the material
terms of the Charter Offer, FCC shall be entitled to enter info an agreement with the offeror on
the terms of the Charter Offer. In the event that Skyservice agrees to match the Charter Offer,
FCC and Skyservice shall enter into a Seasonal Charter Agreement or a Year-Round Charter
Agreement, as appropriate, as modified by the material terms of such Charter Offer. In no
event shall FCC enter into an agreement relating to a Charter Offer prior o expiry of the thirty
(30) day notice period described above. The Parties agree that a bona fide offer to FCC is
any offer of an aircraft by an operator licensed in any jurisdiction.

9.4 In the event that First Choice Holidays PLC or any Company in which it holds no less than
25% of the voting capital is licensed o operate as an air carrier in Canada and is capable of
and permitted to provide aireraft capacity to FCC, Skyservice's rights set out in this Clause 8
would be subordinate to such air carrier's right to provide FCC with such capacity.

10. CRITICAL DOWNTURN IN BOOKINGS
10.1  Downturn in Canadian Market

10.1.1 In respect of any calendar month {the “Trigger Month™) inclusive tour operator holiday
bookings for departure for that calendar month from Canada to the resorts served by
the Programme (“Bookings™} have decreased by 25% or more from both (i) the level
of Bookings in the same calendar month in the preceding calendar year (the
“Reference Year”) as reflected in the Conference Board of Canada index (or if no
longer existing the most appropriate replacement or substitute index therefor (the
“Canadian Index™, and (ii) the level budgeted by Skyservice and FCC in setling the
budget for the relevant Holiday Year pursuant to Clause 11, then from the Trigger
Month the provisions of Clauses 4.1, 4.2, 4.3 and 7.1 (the “Suspended Clauses”)
shall be suspended until the number of Bookings in any calendar month (the
“Resumption Month") are in excess of 75% of the number of Bookings for the same
calendar month during the Reference Year as reflected in either (i} the Canadian
Index or (ji) the budgeted number for such month in such Holiday Year.

10.1.2 If the suspension of the Suspended Clauses continues for one or more whole
Seasons then the Term shall be extended by a period equal to the number of whole
Seasons which occurred during the Suspension Period and the definition of Term in
this Agreement shall be amended accordingly. The Suspended Clauses shall be
reinstated and the amendment shall fake effect from the commencement of the
Resumption Month.

10.1.3 Noiwithstanding the suspension of the provisions of the Suspended Clauses, but
without prejudice to Clause 6.2.2 for the duration of the Suspension Period, FCC shall
pay to Skyservice an amount in respect of Overhead Charges equal to the amount of
QOverhead Charges payable in accordance with the Chartered Fleet Size that would
have been in effect but for the suspension of the Suspended Clauses provided that if
during the Suspension Period there occurs a raduction of the SSV Fleet Size (ignoring
for these purposes any reduction in the number of Chartered Aircraft other than in
accordance with Clause 4.2) in excess of twelve percent (12%) and twenty-four (24)
aircraft months then the Overhead Charge shall be recalculated in accordance with
Clause 6.2.2 and applied to the Chartered Fleet Aircraft Months actually in effect
during the Suspension Period.

10.1.4 For the avoidance of doubt if the duration of the suspension pursuant to this Clause
10.1 is less than one Season then no change shall be made to the Term of this
Agreement and the Suspended Clauses shall be reinstated with effect from the
commencement of the Resumption Monith.

10.2 Downtumn in UK & Eire Market

10.2.1 In respect of any calendar month (the “UK & Eire Trigger Month™} inclusive tour
operator holiday bookings for departure for that catendar month from the UK and Eire
to the resorts served by the Programme {the “UK & Eire Bookings™) have decreased
by twenty-five percent (25%) or more from both (i) the level of Bookings in the same
calendar month in the preceding calendar year (the “UK & Eire Reference Year’) as
reflected in the AC Nielson index or if no longer existing the most appropriate
replacement or substifute index therefor (the “UK & Eire Index”} and (i) the level
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budgeted by Skyservice and FCC in setting the Budget for the relevant Holiday Year
pursuant to Clause 11, then from the Relevant Month the provisions of the Suspended
Clauses in so far as they relate to the Year-Round Aircraft that had been designated
to be subject to Exiended Charter Agreements pursuant to Clause 3.2 shall be
suspended until the number of Bookings in any calendar month (the “UK & Eire
Resumption Month”} are in excess of 75% of either (i) the number of Bookings for
the same calendar month during the Reference Year as refiected in the UK & Eire
Index or (ji} the budgeted number for such month in such Holiday Year.

10.2.2 If the suspension of the Suspended Clauses continues for one (1) or more whole
Seasons, then the Term shall be extended by a period equal to the number of whole
Seasons which occurred during the Suspension Period and the definition of Term in
this Agreement shall be amended accordingly. The Suspended Clauses shall be
reinstated and the amendment shall take effect from the commencement of the
Resumption Month.

10.2.3 Notwithstanding the suspension of the provisions of the Suspended Clauses, but
without prejudice to Clause 6.2.2, for the duration of the Suspension Period, FCC
shall continue to pay the Overhead Charge on the basis of the Minimum Seat Mile
Guarantee under each relevant Charter Agreement on the Chartered Fleet that would
have been in effect were it not for the suspension of the Suspended Clauses.

10.2.4 For the avoidance. of doubt, if the duration of the suspension pursuant to this Clause
10.1 is less than one (1) Season, then no change shall be made to the Term of this
Agreement and the Suspended Clauses shall be reinstated with effect from the
commencement of the Resumption Manth.

11. PROJECTED OPERATING COSTS AND REPORTING REQUIREMENTS

11.1  Skyservice shall provide FCC with a copy of the schedule of projected Operating Costs for the
Programme for the Chartered Fleet in each Holiday Year broken down by Season no later
than six (8) months prior to the commencement of the relevant Season and:

11.4.1 shall provide FCC with all reasonable assistance in understanding such schedule of
projected Operating Costs; and

11.1.2 shall take into consideration any reasonable submissions made by FCC in relation to
the content of such schedule and provide a revised schedule as applicable.

11.2  If, in any Season, there is an increase over the actual amount incurred for such line item in the
corresponding Season in the previous Holiday Year equal to or greater than (i)
of {(subject to a de minimis level _ or {ii) . in each case In
any line item specified in Appendix 5 calculated on a per unit cost basis, compared to the
relevant Season in the previous Holiday Year and on a normalized Aircraft Month basis, then
Skyservice shall substantiate such budgeted cost increase by showing FCC the underlying
contractual provision or related invoice as long as Skyservice is not precluded from doing so
by reason of a contractual or statutory confidentiality obligation. If Skyservice is prevented
from showing FCC the underlying contractual provision or related invoice, then Skyservice
shall submit a written explanation of such varance cerified to be a true and complete
explanation and signed by an officer of the Company. If Skyservice is not able to either (i)
substantiate such budgeted cost increase in the manner contempiated above or (i) explain
such increase to FCC’s satisfaction, then the proposed budgeted cost increase shall not take
effect.

i FCC have reasonable grounds for believing that (i) the budgeted amount for a line item
should have been reduced, from the actual amount incurred for such line item in the relevant

Season in the previous Holiday Year, by an amount equal to or greater than () | ] IR
B (subject to a de minimis level of_ or (ii)_ then FCC shall

specify the reasonable grounds for such belief to Skyservice and Skyservice shall substantiate
that no such cost reduction has been achieved by showing FCC the underying contractual
provision or related invoice as long as Skyservice is not precluded from doing so by reason of
a contractual or statutory confidentiality obligation. If Skyservice is prevented from showing
FCC the underying contractual provision or related invoice, then Skyservice shall submit a
written explanation of the cost levels in the budget certified as true and complete and signed
by an officer of the Company. If Skyservice is not able to either (i) substantiate the projected
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cost levels in the manner contemplated above or (ji) explain such non-reduction to FCC’s
satisfaction, then the reduction in budgeted cost proposed by FCC shall take effect

11.3  The projected schedule of Operating Costs for the Chartered Fleet for each Season in each
Holiday Year shall be finalised by the Parties not less than four (4) months prior to the
commencement of the relevant Season in that Holiday Year.

114  The agreed projected schedule of Operating Costs for each Season, projected Profit Charges
and projected Overhead Charges for the relevant Season in each Holiday Year shall, when
applied to the Programme for each Season in the relevant Holiday Year, form the budget for
such Season in such Holiday Year (the “Budget).

11.5 FCC and Skyservice shall conduct a reconciliation of actual Operating Costs against the
projected schedule of Operating Costs at the end of each Season. FCC shall have the right to
require documentary evidence of actuat costs incurred in relation to (A) variations over budget
or (B) where FCC have reasonable grounds for believing that savings against budget should
have bean realised, in ea to or greater than either (i) (subject
to a de minimis level ofw and (i) [ IIIEEER. in each case per line item

specified in Appendix 5. If Skyservice is prevented from providing such documentary evidence
by reason of contractual or siatutory confidentiality obligations in relation to such expenditure,
then Skyservice shall submit a written explanation of the cost levels actuaily achieved
compared to those budgeted, certified as true and complete and signed by an officer of the
Company. If Skyservice is not able to either (i) substantiate the projected cost levels in the
manner contemplated above of (i) explain such non-reduction to FCC’s satisfaction then the
budgeted cost in the case of (A) or the reduction against budget in the case of (B), shall take
effect and Skyservice shall promptly make to FCC the necessary payment. The reconciliation
shall be' made taking into account accruals for future liabilities on a commercially reasonable
basis.

116  Skyservice shall use all reasonable commercial efforts to negotiate exemptions to its
contractual confidentiality provisions for agreements entered into from the commencement
date that would enable Skyservice to show the relevant contractual provision and related
invoice to FCC as contemplated in Clauses 11.2 and 11.5.

11.7  Skyservice will co-operate with FCC and provide FCC with such information as may be
required from time to time to enable FCC or FCC’s direct and indirect parent Companies, as
the case may be, to satisfy its or as the case may be, their tax or regulatory filing requirements
and any audit information requests arising from such filings.

12. FORCE MAJEURE, ILLEGALITY AND CONTROL NOTIFICATION

121  Where an event of Force Majeure prevents Skyservice from performing the Programme in its
entirety (a “Global Force Majeure”), the Parties agree that the Suspended
Clauses shall be suspended for such peried of time as the Global Force Majeure continues up
to one (1) year from the commencement of the Global Force Majeure. For the avoidance of
doubt, the Overhead Charge shall confinue to be payable on the basis of the Minimum Seat
Mile Guarantee under each relevant Charter Agreement during any time that the Global Force
Majeure is continuing on the Chartered Fleet that would have been in effect were it not for the
provisions of this Clause 12.

12.1.1 During the continuance of a Global Force Majeure for up to one (1) year, FCC shall
have the right to terminate this Agreement by written notice and neither parly shall
have any liability to the other under this Agreement in respect of the early termination
but without prejudice to (i) any pre-existing rights and obligations of the parties and
(i} Termination Costs under any Charter Agreement in effect at the time of such
termination which shall be payable by FCC to Skyservice on the basis of the size of
the Chartered Fleet that would have been in effect during the Holiday Year in which
the termination takes place but for the suspension of the Suspended Clauses.

12.1.2 In the event that a Global Force Majeure continues for a period in excess of one (1)
year and FCC has not exercised its right to terminate pursuant to Clause 12.1.1, the

Profit Charge shall once again be payable; however, such Profit Charges shall be
decreased byﬁ until such Global Force Majeure ceases.
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12.2  Both Parties acknowledge that this Agreement must comply in ail respects with all applicable
legislation, including the Canada Transportation Act, 1996 (Canada), the Aeronadtics Act
{Canada} and all regulations adopted thereunder and all requirements of the Canadian
Transportation Agency. In the event that any provision of this Agreement is found to
confravene any of the foregoing legislation, regulations or requirements, the Parties agree to
negotiate in good faith with a view to amending such provision in order to ensure full
compliance, In the event that the Parties are unable to reach an agreemeni on such
amendments, this Agreement shall terminate immediately upon receipt of written nofice by
one Party to the other confirming such failure to amend the Agreement as required and neither
party shall have any liability to the other under this Agreement but without prejudice fo (i) any
pra-existing rights and obligations of the parties and (i) Termination Costs under any Charter
Agreement in effect at the time of termination.

12.3  Prior to becoming a publicly listed company, Skyservice agrees to nolify FCC in the event that,
to Skyservice's knowledge, any Person acquires directly or indirectly control over greater than
10% of the voting capital of Skyservice subsequent to the date of this Agreement. The Parties
agree that, in such event, Skyservice shall not be required to disclose the identity of such
Person except to the exient that such Person is a competitor of FCC, as described in
Appendix 3.

13. INDEMNITY

13.1  FCC covenants and agrees to indemnify and hold Skyservice and its directors, officers,
employees, agents and representatives (individually an “Indemnified Party” and collectively
the “Indemnified Parties”} harmless in respect of any Claims incurred directly by any
Indemnified Party relating to, arising out of, resulting from or in any way connected with:

(a) the breach of, or any incorreciness in, any of the representations and warranties
made by FCC wunder this Agreement (other than Clause 15.2(d))

{b) any material breach, or any non-fulfilment, of any agreement or covenant on the part
of FCC under this Agreement, arising out of the Gross Negligence or wilful
misconduct of FCC except any act or omission due or attributable to the Gross
Negligence or wilful misconduct of Skyservice. Each of the foregoing paragraphs of
this Clause 13.1 shall be treated as a severable contract term and shall not be
affected by any invalidity or unenforceability of the provisions of any other contract
term; or

{c) any Claims incurred by an Indemnified Party under Clause 13.1 of any Charter
Agreement shall also include any Tax indemnities (as defined in the Charter
Agreement or in the Lease Agreements) incurred pursuant to the Lease Agreements.

Each of the foregoing paragraphs of this Clause 13.1 shall be treated as a severable coniract
term and shall not be affected by any invalidity or unenforceability of the provisions of any
other contract term.

132  Skyservice covenants and agrees to indemnify and hold FCC and its Affiliates and their
respective directors, officers, employees, agents and representatives (individually the "Party
Indemnified” and collectively the “Parties Indemnified™) harmiess in respect of any Claims
incurred directly by any such Party Indemnified relating to, arising out of, resulting from or in
any way connected with:

(a) the breach of, or any incomectness in, any of the representations and warranties
made by Skyservice under this Agreement (other than Clause 15.1(d));

(b} any material breach, or any non-fulfilment, of any agreement or covenant on the part
of Skyservice under this Agreement

{c) personal injury, death or property damage that may arise as a result of or be caused
by or relate to the possession, use, leasing, operation, maintenance, repair,
alteration, storage or delivery of the Aircraft, or the retum or other disposition of the
Aircraft; or .

d) any act or failure to act by Skyservice relating fo the Aircraft
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except where any of a) through d) is caused by any act or omission under this Clause 13.2
due or attributable to the Gross Negligence or wilful misconduct of FCC.

Any indemnity payable by Skyservice under this Clause 13.2 shall be limited in all cases,
except in the case of Gross Negligence or wilful misconduct of Skyservice, to the insurance
proceeds payable or paid under insurance coverage carried by Skyservice pursuant to
Clause 14 of this Agreement.

Each of the foregoing paragraphs of this Clause 13.2 shall be treated as a severable contract
term and shall not be affected by any invalidity or unenforceability of the provisions of any
other contract term.

13.3  The amount of any Claims submitted for indemnification under Clause 13.1 or Clause 13.2
shall bear interest at the Prime Rate from and including the date the Claim was incurred to but
excluding the date payment of such Claim is made, and the amount of such interest shall be
deemed to be part of such Claim.

134  Skyservice or FCC (as the case may be)} will pay an Indemnitee for Claims pursuant to
Clauses 13.1 or 13.2 within five (5) Business Days after raceipt of a written demand therafor
from such Indemnitee accompanied by a written statement describing in reasonable detail the
basis for such indemnnity.

13.5  Notwithstanding anything in this Agreement to the contrary, the provisions of Clauses 13.1,
13.2, 13.3 and 13.4 will survive the termination of this Agreement and continue in full force
and effect notwithstanding any breach by Skyservice or FCC of the terms of this Agreement,
the termination of the charler of the Aircraft to FCC under this Agreement or the repudiation by
Skyservice or FCC of this Agreement.

13.6 Except as otherwise specifically provided to the contrary in this Agreement, neither Party shall
be liable or responsible to the other Party in any way for any indirect, special or consequential
damages, whether in contract, tort or otherwise (including damages for lost profits or revenues
even if such damages were foreseeable or resulted from a fundamental breach of this
Agreement).

14, INSURANCE

14.1  Skyservice shall at all times during the Term and for a period of not less than two (2) years
after the termination of this Agreement maintain combined single-Emit policies of aircrait
passenger liability insurance, baggage liability insurance, public liability insurance and
property damage insurance in the aggregate amount of not less than One Billion Canadian
Dollars (Cdn$1,000,000,000}.

i4.2  Skyservice agrees to have FCC and its Affiliates, as the case may be, named as an additional
insured on all such policies which policies shall provide, in addition to the other clauses set
forth below, appropriate cross-liability (“severability of interests™) clauses and that, except as
set forth below, such insurance shall be primary and any similar coverage which FCC may
carry shall be excess coverage and non-contributory thereto. .

14.3  Skyservice's aircraft liability policies shall provide that the full limits of all such policies shall be
available to the additional insured (subject to the provisions that the total policy limits are not
increased by the inclusion of additional insured).

144  Every policy of insurance required by this Agreement shall:

(i) insure FCC’s and Affiliates of FCC's interests, as applicable, regardless of any action
of inaction of Skyservice or any other Person or any breach or violation of any
representations, warranties, declarations or conditions contained in such policies by
Skyservice or any other person;

(i) provide that if the insurers cancel such insurance for any reason whatever, or the
same is allowed to lapse for non-payment of premium, such cancellation or lapse shall
not be effective as to FCC or any Affiliate of FCC for thirty (30) days after receipt by
FCC of notice from such insurers of such proposed cancellation or lapse;
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iii) contain a waiver of any right of the insurers to set-off or counterclaim or any other
deduction, whether by attachment or otherwise, in respect of any liability of FCC or its
Affiliates, and their respective directors, officers, agents, servants and employees;

(iv) contain a provision prohibiting Skyservice, without the prior written consent of FCC,
from cancelling such insurance or making any change restricting or reducing the
coverage;

() contain a provision that the insurers will promptly nofify FCC in the event that any
premium or instalment of premium shall not be paid when due; and

{wi) contain no provision for any payment by Skyservice in the form of a deductible other
than a deductible provision that is standard as a deductible among insurers of
internationally recognized standing in the field of aviation insurance.

145  Notwithstanding Clause 14.1, the Parties acknowledge that third party war-risk coverage as of
the date hereof is limited to US$50 million with excess coverage provided by the Canadian
Government. In the event the Order in Council described in this Clause 14.5 is revoked or
fails to be renewed in due course upon expiry, Skyservice agrees to purchase the required
coverage to the extent that it is commercially available in Canada.

15. REPRESENTATIONS AND WARRANTIES

15.1  Skyservice, as of the date of this Agreement and continually thereafter during the Term,
represents and warrants to FCC as follows:

(a) Due Incorporation

Skyservice has been duly incorporated and is a subsisting corporation under the laws
of Canada.

{b) Due Authorization

Skyservice has all necessary corporate power, authority and capacity to enter into this
Agreement and to carry out its obligations hereunder, and the execution and delivery
of this Agreement and the consummation of the transactions contemnplated hereby
have been duly authorized by all necessary corporate action on the part of
Skyservice.

{c) No Breach

The execution, delivery and performance of this Agreement by Skyservice does not (i)
contravene, conflict with or consfitute a breach of any provision of Skyservice's
constituting documents, or (ji) contravene, conflict with or constitute a breach of any
material agreement or instrument to which Skyservice is a party or by which it or any
of its assets are bound or affected.

{(d) Enforceability of Obligations

This Agreement constitutes a valid and binding obligation of Skyservice enforceable
against it in accordance with its terms, subject however, to limitations with respect to
enforcement imposed by law in connection with bankruptcy, insolvency,
reorganization or other laws affecting creditors’ rights generally and to the extent that
equitable remedies such as specific performance and injunctions are only available in
the discretion of the court from which they are sought.

(e} Capability
Skyservice has the financial resources, the management and technical expertise and

the human resources to carry out and perform the services contemplated hereby and
to lease or otherwise acquire the Aircraft for the purposes hereof,
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U] Custody

The Aircraft are and shall be in the legal custody and control of Skyservice. All
Persons who at any time have access to or control of the Aircraft shall be employees
or authorized agents or representatives of Skyservice,

(9 Control

Skyservice is not in negotiations with a Competitor of FCC in the air carrier, tour
operator or travel agency businesses described in Section 1 of Appendix 3 as of the
date hereof for the acquisition, either directly or indirectly, of Control of Skyservice by
such third party. For this purpose "Control* means the power to appoint and remove a
majority of the directors and officers of Skyservice through ownership of voting capital
of Skyservice or through the power to vote the voting capital of Skyservice by contract
or possession, .

15.2  Representafions and Warranties of FCC

FCC, as of the date of this Agreement and continually thereafter during the Term, represents and
warrants to Skyservice as follows:

{a) Due Incorporation

FCC has been duly incorporated and organized and is a subsisting corporation under
the laws of Canada.

(b) Due Authorization

FCC has all necessary corporate power, authority and capacity to enter info this
Agreement and to camry out ifs obligations hereunder, and the execution and delivery
of this Agreement and the consummation of the transactions contemplated hereby
have been duly authorizad by all necessary corporate action on the part of FCC.

(c) No Breach

The execution, delivery and performance of this Agreement by FCC does not (i)
contravene, conflict with or constitute a breach of any provision of FCC’s constituting
documents, or (i) contravene, conflict with or constituie a breach of any material
agreement or instrument to which FCC is a party or by which it or any of its assets are
bound or affected.

(d) Enfarceability of Obligations
This Agreement constitutes a valid and binding obligation of FCC enforceable against
it in accordance with its terms, subject however, to limitations with respect to
enforcement imposed by law in connection with bankruptcy, insolvency,
reorganization or other laws affecting creditors’ rights generally and to the extent that
equitable remedies such as specific performance and injunctions are only available in
the discretion of the court from which they are sought.

(e} Capability
FCC has the financial resources to perform its obfigations hereunder.

15.3  Survival of Representations and Warranties
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(a) The representations and warranties of Skyservice contained in Clause 15.1 shall
survive during the entire Term and during such period shall continue in full force and
effect for the benefit of FCC, after which time Skyservice shall be released from all of
its obligations in respeci of such representations and warranties except with respect to
(i) any fraud, misrepresentation or breach of warranty resulting from a deliberate
concealment of information, or (i} any Claims asserted by FCC in writing {sefting forth
in reasonable detail the nature of such Claim) before the expiration of such period.

(b) The representations and warranties of FCC contained in Clause 15.2 shall survive
during the entire Term and during such period shall continue in full force and effect for
the benefit of Skyservice, after which time FCC shall be released from all of its
obligations in respect of such representation and wamanties except with respect to (i)
any fraud, misrepresentation or breach of warranty resulting from a deliberate
concealment of information, or (i) any Claims asserted by Skyservice in writing
(setting forth in reascnable detail the nature of such Claim) before the expiration of
such period.

16. TERMINATION
16.1  Skyservice Termination Events

FCC may terminate this Agreement prior to the expiry of the Term on the occurrence or during the
continuance of any Skyservice Termination Event by notice in writing with effect either immediately or
at such times as may be specified in such notice provided. The Skyservice Termination Events shall
be the following:

16.1.1 the temmination of all of the Charter Agreements as a result of a breach by Skyservice
of its obligations under such Charter Agreements (and such breach has not in turn
been caused by an act or emission of FCC)} which, if able to be remedied, has not
been remedied within the time frame set out in the related Charter Agreement or
notice of default, whichever is later;

16.1.2 any obligation contained in this Agreement is not complied with by Skyservice in any
material respect and if capable of remedy is not cured within ten (10} Business Days’
notice from FCC;

16.1.3 Skyservice commences a voluntary case or other proceeding seeking liquidation,
reorganization or other relief with respect to itself or its debts under any bankruptcy,
insolvency or other similar law now or hereafter in effect or seeking the appointment of
a trustee, receiver, liquidator, custodian or other similar official of its or any substantial
part of its property or assets, or consents to any such relief or to the appointment of or
the taking possession by any such official or agency in an involuntary case or other
proceeding commenced against it, or makes a general assignment for the benefit of
creditors, or takes any corperate action to authorize any of the foregoing, or an
involuntary case or other proceeding is commenced against Skyservice seeking any
of the above and such involuntary case or proceeding remains undismissed or
unstayed for thirly (30) days;

16.1.4 any execution or distress is levied against, or an encumbrance that takes possession
of, any substantial part of the property undertaking or assets of Skyservice,

16.1.5 any event occurs under the laws of any jurisdiction that has a similar or analogous
effect to any of those referred to in Clauses 16.1.3 or 16.1.4 above, or

16.1.6 fraud or other seriotts misconduct on the part of Skyservice.

18.1.7 any Competitor (as such term is defined in Appendix 3 hereto) of FCC in the air
carrier, tour operator or travel agency businesses described in Appendix 3 hereto as
may be amended from time to time in accordance with such Appendix acquires, either
directly or indirectly, Control of Skyservice. For this purpose "Control” means the
power to appoint and remove- a majority of the directors and officers of Skyservice
through ownership of voting capital of Skyservice or through the power to vote the
voting capital of Skyservice by contract of possession;
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16.1.8 a representative of a Competitor (as such term is defined in Appendix 3 hereto) of
FCC in the air carrier, tour operator or travel agency businesses described in
Appendix 3 hereto as may be amended from time to time is appointed as a director to
Skyservice’s board of directors or to Skyservice Investments Inc.’s board of directors.

16.2 Consequences of Termination arising from Skyservice Termination Events

In the event of termination by FCC pursuant to Clause 16.1, Skyservice shall on demand pay any
amounts owing to FCC pursuant to this Agreement or any Charter Agreement. Upon receipt of all
outstanding amounts which Skyservice owes to FCC, FCC shall pay to Skyservice any amounts owing
by FCC to Skyservice and from the date of such termination all rights and obligations (other than those
expressed to survive termination of this Agreement) between the Parties shall be extinguished.
Without prejudice to the provisions of Clause 13.2, the Parties agree that FCC shall not be entitled to
rely on any Skyservice Termination Events where such event is a foreseeable consequence of FCC's
failure to maintain any of its material obligations hereunder.

16.3 FCC Termination Events

Skyservice may terminate this Agreement prior to the expiry of the Term on the accurrence or during
the continuance of any FCC Termination Event by nofice in writing with effect either immediately or at
such times as may be specified in such notice provided. The FCC Termination Events shall be the
following:

16.3.1 the termination of all of the Charter Agreements as a result of a breach by FCC of its
obligations under such Charter Agreements (and such breach has not in turn been
caused by an act or omission of Skyservice) which, if able to be remedied, has not
been remedied within the time frame set out in the related Charter Agreement or
notice of default, whichever is later;

16.3.2 any obligation contained in this Agreement is not complied with by FCC in any
material respect and if capable of remedy is not cured within ten (10) Business Days’
notice from Skyservice;

16.3.3 FCC commences a voluntary case or other proceeding seeking liquidation,
reorganization or other relief with respect to itself or its debts under any bankrupicy,
insolvency or other similar law now or hereafier in effect or seeking the appointment of
a trustee, receiver, liquidator, custodian or other similar official of its or any substantial
part of its property or assets, or consents to any such relief or to the appointment of or
the faking possession by any such official or agency in an involuntary case or other
proceeding commenced against it, or makes a general assignment for the benefit of
creditors, or takes any corporate action to authorize any of the foregoing, or an
involuntary case or other proceeding is commenced against FCC seeking any of the
above and such involuntary case or proceeding remains undismissed or unstayed for
thirty (30} days;

16.3.4 Any execution or distress is levied against, or an encumbrance that takes possession
of, any substantial part of the property undertaking or assets of FCC;

16.3.5 Any event occurs under the laws of any jurisdiction that has a similar or analogous
effect to any of those referred to in Clauses 16.3.3 or 16.3.4 above; or

16.3.6 Fraud or other serious misconduct on the part of FCC.
164  Consequences of Termination arising from an FCC Termination Event

16.4.1 In event of termination of this Agreement by Skyservice pursuant to Clause 16.3, FCC
shall be liable to Skyservice for:

a) the Profit Charges that would have been payabie to Skyservice if this Agreement
had continued until the end of the Term, discounted to net present value at the Prima
Rate as at the date of termination. The Profit Charges shall be calculated on the
basis of a Chartered Fleet equivalent in size to the smallest fleet permitted by the
operation of Clause 4 is (i.e. the maximum step down of two (2) Year-Round Aircraft
and two (2) Seasonal Aircraft is, subject to the Minimum Chartered Fleet Size,
assumed to have been exercised pursuant to Clause 4.4 at each applicable date prior
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to the expiry of the Term} from the date of termination until the Expiry of the Term and,
if terminated prior to 1 November 2008, assuming that the nofice fo exercise the
termination option pursuant to Clause 2.3 would have been served by FCC on
Skyservice on or before 1 November 2008,

b} all costs properly paid or properly incurred by Skyservice in each case in
connection with this Agreement;

¢} where Lease Agreementis have been terminated and such termination has been
caused as a direct result of the termination of this Agreement, all Claims made by
Skyservice in respect of such termination of the Lease Agreements relating to the
Charter Agreements in existence at the date of termination; and all costs relating to
the terminations of the Lease Agreements relating to the Charter Agreements in effect
at the time of termination; and

d) all costs actually incurred by Skyservice relating to the termination of any Lease
Agreement relating to the Charter Agreement in effect at the time of termination,
including reasonable legal fees and disbursements.

(collectively, (a) through (d) being the “Early Termination Sum®)

In the event that FCC is required to pay the Eary Termination Sum pursuant to the
foregoing, then Skyservice shall use commercially reasonable efforts including co-
operating with FCC, to reduce the extent of such Early Termination Sum in addition to
Skyservice's general duty to mitigate such costs arid expenses. With respect to any
third party claim, Skyservice agrees that it will:

it make no statement prejudicial to FCC;

iiy promptly notify FCC in writing of the details of any such claim.

iiiy if requested, subrogate or otherwise give to FCC solé control of the defence of
such claim and all related settlement negofiations (subject to FCC being
responsible for the costs thereof); and

iv) give FCC all reasonable assistance in connection therewith.

16.4.2 The Parties agree that the amounts set cut in Clause 16.4.1 represent a genuine pre-
estimate of such damages and Skyservice agrees in such event to accept payment of
such amounts in full and final satisfaction of any and all claims Skyservice may have
against FCC in respect of termination of this Agreement prior to expiry of the Term
and Skyservice shall have no further recourse against FCC in respect of such early
termination, The Parties agree, for greater cerfainty, that no termination of this
Agreement shall be effective until the amounts due under paragraphs (a) and (b} of
16.41 have been paid in full to Skyservice. The payments contemplated by
paragraphs (c) and {d) of Clause 16.4.1 shall be payable by FCC promptly on demand
by Skyservice. For greater certainty the parties expressly agree that the payment
obligations under Clause 16.4.1 paragraphs (c) and {d) shall survive the termination of
this Agreement.

16.4.3 Except as otherwise specifically provided to the contrary in this Agreement, neither
Party shall be liable to the other for any indirect, special, consequential or punitive
damages, whether in contract, tort or otherwise, including without limitation, damages
for loss of profits or revenues.

16.5 Other Termination Event

16.5.1 In the event that a change in applicable legislation {or any regulations adopted
thereunder) including without limitation the Canada Transportation Act, 1996
(Canaday), the Aeronautics Act (Canada} and all regulations adopted thereunder and
all requirements of the Canadian Transportation Agency, results in non-compliance of
this Agreement and/or all of the Charter Agreements therewith, and despite the
Parties’ good faith negotiation over a period of ninety {80) days or such shorter period
as may be set out in any notice from a regulatory agency, the Parties are unable to
amend this Agreement and/or the Charter Agreements, as applicable, to achieve
compliance, this Agreement shall terminate upon expiry of the aforementioned period
{an “Other Termination Event”).
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16.5.2 If this Agreement is terminated pursuant to Clause 16.5.1, then neither party shall
have any liability to the other without prejudice to (i) the existing rights and obligations
of the Parties and (ji} the amount of Termination Costs due under each of the Charter
Agreements in effect at the time of termination pursuant to Clause 16.5.1.

17. NOTICES

Any notice required or permitted to be given pursuant to this Agreement shall be in writing and
shall be effectively given if (a) delivered by hand, {b) sent by electronic or facsimile
communication which provides for written time dated confirmation of delivery, or (¢} sent by
prepaid courier service, addressed:

in the case of notice to FCC as follows:

First Choice Canada Inc.

160 Bloor St. East, Suite 400

Toronto, Ontario

M4W 1B9

Attention: President
Facsimile number: +1 416-969-2699

and in the case of notice to Skyservice as follows:

Skyservice Airlines Inc

31 Fasken Drive

Etobicoke,

Ontario

MOW 1K8

Attention: President
Facsimile number: +1 418-679-5920

with a copy to the same address, Attention: Legal Department, facsimile number: +1 416-679-
5912 or in the case of notice under Clause 4.2 with a copy to the same address attention V.P.,
Commercial Operations, facsimile number +1 416 679 5918.

Any notice so given shall be deemed conclusively to have been given and received (a) when
s0 delivered by hand or sent by electronic communication or facsimile, during nermal business
hours in the Province of Ontario, ctherwise on the next following Business Day, or (b) on the
second day following the sending by courier assuming that such day is a Business Day,
otherwise on the next following Business Day. Any Party or others mentioned above may
change any particulars of its address for notice by notice to the others in the manner
aforesaid.

18. EXECUTION AND COUNTERPARTS

This Agreement may be executed by the Parties in counterparts and may be executed and
delivered by facsimile and all such counterparts and facsimiles shall together constitute one
and the same Agreement.

19. SUCCESSORS AND ASSIGNS

Neither this Agreement nor any rights or obligations under this Agreement shall be assignable
by either Party without the prior written consent of the other Party. Subject thereto, this
Agreement shall enure to the benefit of and be binding upon the Parties and their respective
stccessors (including any successor by reason of amalgamation of any party and any
successor to the business by reason of merger, acquisition, dissolution or winding up or other
transaction or sefies of transactions having the same or a similar effect) and permitted assigns.
Any permitted assign of either Party shall be required to agree to assume, observe, perform and
discharge all of the assignor's covenants, agreemenis and obligations under this Agreement, as
successor to the assignor under this Agreement, to the same extent as if the assignee had bean
a party to this Agreement in the place and stead of the assignor.
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20. WAIVER

The failure of any Party at any time to require the performance by the other of any of the terms
or provisions of this Agreement shall in no way affect the right of that Party thereafter fo enforce
same, nor shall the waiver by any Party of any breach of any of the terms or conditions hereof
be taken to be a waiver of any succeeding breach of any such term or condition.

21. CONFIDENTIALITY

The Paties recognize that this Agreement contains information that is commercially sensitive
and agree to keep the entire contents of this Agreement confidential and not to make any
disclosures fo any third persons other than (i) to such Party’s professional advisors, including
accountants, financial and legal advisors, bankers or other lenders, (ii} as may be required by
law {however in such instance, only to the extent required by law), (i} as may be required {and
in such case, sirictly to the extent required) by Skyservice in order to negotiate and agree the
appropriate allocation of overheads with other customers to whom Skyservice is proposing to
provide charter services on a Total Cost basis, and (iv) with the prior written consent of both
Parties. Notwithstanding the foregoing, the Parties agree that Skyservice may disclose FCC's
name, the number of Aircraft to which the Agreement relates and the Term provided, however,
that Skyservice shall provide FCC with comparable information with respect to other charter
programs entered into by Skyservice after the date of this Agreement.

22. GOVERNING LAW AND JURISDICTION

22,1 This Agreement shall be govemed by the laws of the Province of Oniario and the laws of
Canada.

22.2 The Parties agree to work coaperatively in an effort fo resolve any matter, dispute or claim
arising out of or in any way relating to or connected with this Agreement or the breach,
termination or invalidity thereof {(a “Dispute™). In the event that such informal efforts do not
result is a resolution of the Dispute, the Parties agree that the Dispute shall be discussed by the
President of Skyservice and the President of FCC in an effort to reach a resolution. In the
event that the Parties' respective officers are unable to resolve the Dispute within two (2)
business days, the Dispute shall be submitted to arbitration in accordance with Appendix 4,
which sets out the sole and exclusive procedure for the resolution of Disputes under this
Agreement. The resolution of Disputes pursuant to the terms of Appendix 4 shall be final and
binding upon the Parties, and there shall be no appeal therefrom, including any appeal fo a
court on a question of law, a question of fact, or a question of mixed fact and law. For greater
certainty, subsection 7(2) of the Arbifration Act 1991 (Ontario) shail not apply to arbitration
under this Clause 22.2.

23. PRIORITY

In the event of any conflict between the terms of this Agreement and the terms of any Charter
Agreement then, unless specifically stated to the contrary, the terms of this Agreement shall
prevail. The Charter Agreements are intended to give effect to the commercial terms of this
Agreement and should be construed in that context.

24. PARTNERSHIP OR AGENCY

241 The Parties hereby acknowledge and agree that it is not the purpose or intention of this
Agreement to create, and this Agreement does not create, any relationship of partnership,
agency, joint venture or franchise for any purposes whatsoever. The Parties agree that nothing
in this Agreement shall be construed to make any Party a partner, legal representative or agent
of the other or to create any fiduciary relationship as between them. Each Party further agrees
that no representations shall be made or acts taken which could establish any apparent
relationship of partnership, agency, jeint venture or franchise with the other and that neither
Party shall be bound in any manner whatsoever by any agreements, representations or
warranties made by the other Party to any other Person or with respect to any other action of
the other Party.

242 1 is understood and agreed that the employees of the respective Parties to this Agreement
shall continue to be the employees of that Party. Each Party shall cover its respective
employees with workers’ compensation insurance as may be required by the laws applicable to
such employees.
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24,4 Each of the Parties from time to time at the request and expense of the other Party and without
further consideration, shall execute and deliver such other instruments and take such further
action as such other Party may reasonably require to more effectively complete any matter
contemplated by this Agreament.

25. SURVIVAL

Each Party agrees that all of the provisions of this Agreement, other than the representations and
warranties contained in Clause 15, shall forever survive the execution, delivery and performance of
this Agreement.

26. EXPENSES

Except as ctherwise provided herein, each Party shall be responsible for its own legal and other
expenses incurred in connection with the negotiation, preparation, execution, delivery and
performance of this Agreement and the transactions contemplated hereby.

27. STAND BY SEATS

Skyservice reserves the right to utilise seats on any live Flights on a stand-by basis not ulilised by
FCC as of flight closure for the transport of Skyservice employees, other individuals entitled to travel
benefits pursuant to Skyservice's policles and other non-revenue passengers, subject to an
appropriate charge being lavied to be agreed from time to time but not to be less than the charge
made by FCC to its own staff for the utilisation of stand-by seats by FCC's own staff. For the
avoidance of doubt, Skyservice shall be responsible for the payment on its own account of any taxes,
surcharges or other costs or expenses associated with such ufilisation of seats by Skyservice
employees, other individuals entitled to fravel benefits pursuant to Skyservice's policies and other non-
revenue passengers.

EXECUTED BY:

By:

Name: JiCK  LorGlfe)
Position: #zes DE~NT

For and on behalf of:

FIRST CHOICE CANADA INC.

By:
Name: Rl r GiquERs.

Position: PZESTRENT *  COD >
For and on behalf of: !

SKYSERVICE AIRLINES INC.
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THIS B757 CHARTER AGREEMENT is made as of XXXXXXXX, 20XX

BETWEEN:
FIRST CHOICE CANADA INC,, a corporation existing under
the laws of Canada,
(the “Charterer™)
-and -
SKYSERVICE AIRLINES INC., a corporation existing under
the laws of Canada,
(“Skyservice”)
RECITALS:
A Skyservice is a Canadian air carrier authorized to operate domestic and international air

services between points in Canada, between points in Canada and abroad and between points
abroad.

B. Charterer is a Canadian tour operator licensed under the Travel Industry Act (Ontario).

C. The Parties wish to set out the terms under which they agree to enter into charter
arrangements for the Program.

D. Skyservice agrees to make reasonable efforts to ensure that its cost structures in respect
of the Program remain competitive in the marketplace and that such costs are regularly
benchmarked with other charter airlines operating similar aircraft to the Aircraft in Canada.

NOW THEREFORE in consideration of the mutual covenants and agreements contained herein
and for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the Parties covenant and agree as follows:

ARTICLE 1
DEFINITIONS

1.1 Defined Terms

“Affiliate” means a Person which directly or indirectly through one or more intermediaries,
controls or is controlled by, or is under common control with, the Person specified;

“Agreement” means this Charter Agreement, including all schedules and all amendments, side
letters or restatements as permitted, and references to “Article” or “Section” or “Schedule”
mean the specified article or section or schedule of this Agreement;
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“Aircraft” means the particular aircraft chartered by Charterer from Skyservice pursuant to this
Agreement as more fully described in Section 2.2 and Schedule A as amended from time to time
in accordance with this Agreement;

“Business Day” means any day, other than a Saturday or Sunday, on which Royal Bank of
Canada in Toronto is open for commercial banking business during normal banking hours;

“Charter Fee” shall have the meaning ascribed to it in Section 4.1;

“Claims” includes any claim, demand, action, suit, cause of action, assessment or reassessment,
charge, judgement, debt, liability, expense, cost, damage or loss, contingent or otherwise,
including loss of value, reasonable professional fees and all reasonable costs incurred in
investigating or pursuing any of the foregoing or any proceeding relating to any of the foregoing;

“Dispute” shall have the meaning ascribed to it in Section 12.12;
“Effective Date” has the meaning ascribed to it in Section 3.1;

“Flight” or “Flights” means individually a flight and collectively all flights from one single
point to a second peoint as may be proposed, operated or requested in accordance with this
Agreement;

“Force Majeure” shall mean causes which are beyond the control of & Party and which prevent
such Party from performing its obligations under this Agreement and inclide acts of God,
strikes, lockouts or other industrial or labour disputes or disturbances (other than those strikes,
lockouts, industrial or other labour disputes or disturbances that are foreseeable and that affect
only the Party’s operations), wars, blockades, insurrections, riots, earthquakes, typhoons,
hurricanes or other severe storms, floods, fires, explosions and acts or omissions of any
Governmental Body;

“GAAP” means Canadian generally accepted accounting principles;

“Global Force Majeure” means where an event of Force Majeure prevents Skyservice from
performing the applicable Program in its entirety;

“Governmental Body” means any government, parliament, legislature, regulatory authority,
governmental department, agency, commission, board or court or other law, rule or regulation
making entity having or purporting to have jurisdiction on behalf of any nation or state or
province or other subdivision thereof or any municipality, district or other subdivision thereof,
including the Department of Transport (Transport Canada) and the Canadian Transportation
Agency;

“GST” means the federal goods and services tax;

“Lease Agreement” or “Lease Agreements” means one or more aircraft lease agreements
pursuant to which Skyservice as lessee leases the Aircraft from time to time;

“Lien” means any and all liens, privileges, mortgages, charges, hypothecs, pledges, security
interests, prior assignments, options, warrants or other encumbrances, and any Claims, rights,
restrictions, easements, servitudes and other interests of any nature and kind whatsoever which
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affect, by way of a conflicting ownership interest or otherwise, in any manner whatsoever, title to
or interest in any particular property owned by a Party;

“Party” means the Charterer or Skyservice and “Parties” means both of them;

“Person” means any individual, sole proprietorship, partnership, firm, entity, unincorporated
association, unincorporated syndicate, unincorporated organization, trust, body corporate and
Governmental Body and, where the context requires, any of the foregoing when they are acting
as trustee, executor, administrator or other legal representative;

“Prime Rate” means the prime lending rate of interest announced from time to time by the
Royal Bank of Canada as its “prime rate” being its reference rate then in effect for determining
interest rates on Canadian dollar commercial loans at Toronto;

“Program” means the schedules of Flights to be operated by Skyservice during the Term as set
out on a Season by Season basis in Schedule B and subject to adjustment as further described in
Section 2.3;

“Rotation” means a Flight that departs from the Flight base and returns to the Flight base, being
a return Flight operated with the Aircraft;

[“Season” shall mean either the fall/winter season, being the period between 1™ November and
30™ April, or the spring/summer season, being the period between 1% May and 31* October, as
the case may be;] '

“Seat Mile” means the number of miles flown by the Aircraft in respect of each seat on the
Aircraft;

“Tariff” has the meaning ascribed to it in the Canada Transportation Act, 1996 (Canada) to the
extent applicable to Charterer;

“Tax” or “Taxes” means all taxes, charges, fees, levies or other assessments, including without
limitation all income, capital, sales, use, transfer, GST, withholding, applicable payroll taxes,
employment, health, education, excise, business, property or other taxes, customs duties,
surtaxes, anti-dumping and countervail duties, fees, assessments, charges or governmental
imposts of any kind whatsoever (other than taxes imposed on Skyservice’s income or revenue by
a Governmental Body), imposed by any Governmental Body;

“Term” has the meaning ascribed to it in Section 3.1, unless terminated earlier in accordance
with the terms hereof;

“Termination Costs” has the meaning ascribed to it in Section 3.2.3;
“Termination Event” has the meaning ascribed to it in Section 3.2.1; and
"Waiver Period" has the meaning ascribed to it in Section 7.2,

L2  Certain Rules of Interpretation

In this Agreement;
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(a) Currency - Unless otherwise specified, all references to money amounts are to
the lawful currency of Canada.

(b)  Governing Law - This Agreement is a contract made under and shall be
governed by and construed in accordance with the laws of the Province of Ontario
and the federal laws of Canada applicable in the Province of Ontario.

(c) Headings - Headings of Articles, Sections and Schedules are inserted for
convenience of reference only and shall not affect the construction or
interpretation of this Agreement.

{(d) Imcluding - Where the word “including” or “includes™ is used in this Agreement,
it means “including (or includes) without limitation”.

{e)  No Strict Construction— The language used in this Agreement is the language
chosen by the Parties to express their mutual intent, and no rule of strict
construction shall be applied against any Party.

() Number and Gender — Unless the context otherwise requires, words importing
the singular include the plural and vice versa and words importing gender include
all genders.

® Statutory references — A reference to a statute includes all regulations made
pursuant to such statute and, unless otherwise specified, the provisions of any
statute or regulation which amends, supplements or supersedes any such statute or
any such regulation.

(h) Time — Time is of the essence in the performance of the Parties’ respective
obligations.

13 Schedules

The Schedules to this Agreement, as listed below, are an integral part of this Agreement;

Schedule Description

A Aircraft

Program

Service Levels
Arbitration Procedures

m o o w

Tax Advisory
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ARTICLE 2
CHARTER

21 Charter

Skyservice shall charter to Charterer and Charterer shall charter and take from Skyservice the
Aircraft, subject to the terms and conditions of this Agreement. Subject to anything to the
contrary contained in this Agreement, the Aircraft shall be for the exclusive use of Charterer for
the duration of the Term, including freight, subject to capacity after passengers and passenger
baggage is considered.

The Parties agree to strictly abide by all laws, statutes and Skyservice policies (and in the case of
the Charterer’s obligations under this clause, provided a copy of such policies have been
provided to Charterer) prohibiting the transportation of certain goods and materials on the
Aircraft, including all drugs the possession of which is illegal under applicable laws, hazardous
materials or live animals and agree to ensure that the Flights are subject to these restrictions in
respect of cargo carriage.

2.2 Aircraft

The Parties hereby acknowledge and agree that, subject to Section 7.2, the Aircraft to be
chartered hereunder will be one [B757/A320] aircraft with no less than a [233Y/180Y]
configuration, as more particularly described in Schedule A. The Parties acknowledge and agree
that the Aircraft shall remain in the legal custody and control of Skyservice at all times during
the Term.

2.3 Destination Served by the Aircraft

Skyservice agrees to deploy the Aircraft as may be requested by Charterer for Flights to any
destinations that may be served by such aircraft type from Toronto or other Canadian departure
points as may be authorized under Skyservice insurance policies and lease agreements that are
within the range of the Aircraft, all in accordance with the destinations set forth in the Program.

ARTICLE 3
TERM AND TERMINATION

31 Term

3.1.1 This Agreement shall commence as of the date hereof and continue until [April 30/Octoer
31], 20XX at 23:59 p.m. Eastern Standard time (the “Term™); it being understood that the
performance of the Program shall commence at 0:01 a.m. FEastern Standard time on
[MONTH][DATE], [YEAR] (the “Effective Date™).

3.2  Termination and Consequences

3.2.1 FEither Party may terminate this Agreement prior to expiry of the Term on or after the
occurrence of a termination event (a “Termination Event”) by the other Party, by notice
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in writing with effect either immediately or at such times as may be specified in such
notice provided. The following events shall constitute a Termination Event:

3.2.1.1 Charterer fails to pay any amount under this Agreement three (3) Business Days
following the date Skyservice notifies Charterer that such amount became due and
remains unpaid;

3.2.1.2 Any representation or warranty (other than in Sections 5.1 (d) and 5.2 (d)
contained in this Agreement is not complied with or proves to be incorrect in any
material respect and if capable of remedy is not cured within ten (10) Business
Days’ notice from the other Party;

3.2.1.3 Any obligation contained in this Agreement (other than performance standards set
out in Section 7.1 and the obligation referred to in Section 3.2.1.1 above) is not
complied with in any material respect and if capable of remedy is not cured within
ten (10) Business Days’ notice from the other Party;

3.2.14 Any security required to be provided to Charterer pursuant to Section 4.3 is
terminated or ceases to be effective for any reason and is not cured or replaced
with a reasonable alternative form of security within seven (7) days from the date
on which Skyservice becomes aware of such termindtion or cessation of
effectiveness;

3.2.1.5 Either Party ceases or threatens to cease to carry on business as it is currently
conducted,

3.2.1.6 Either Party commences a voluntary case or other proceeding seeking liquidation,
reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking
the appointment of a trustee, receiver, liquidator, custodian or other similar
official of its or any substantial part of its property or assets, or consenis to any
such relief or to the appointment of or the taking possession by any such official
or agency in an involuntary case or other proceeding commenced against it, or
makes a general assignment for the benefit of creditors, or takes any corporate
action to authorize any of the foregoing, or an involuntary case or other
proceeding is commenced against either Party seeking any of the above and such
involuntary case or proceeding remains undismissed or unstayed for thirty (30)
days;

3.2.1.7 Any execution or distress is levied against, or an encumbrance that takes
possession of, any substantial part of the property undertaking or assets of either

Party;

3.2.1.8 Any event occurs under the laws of any jurisdiction that has a similar or
analogous effect to any of those referred to in clauses 3.2.1.6 or 3.2.1.7 above;

3.2.1.9 Either Party purports to assign this Agreement without obtaining the prior written
consent of the other Party in accordance with Section 12.9;
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3.2.2 The Parties agree that Charterer shall not be entitled to rely on any of the Termination
Events in this Section 3.2 where such event is a foreseeable result of Charterer’s failure to
maintain any of its material obligations hereunder. In the event that Charterer exercises
its right to terminate this Agreement as a result of a Termination Event, the Parties agree
that Charterer will not be responsible for payment of Termination Costs hereunder,
however Charterer will be liable for all amounts owing and liabilities incurred up to the
effective date of termination.

The Parties further agree that any right of termination under this Agreement shall be the
sole remedy available to Charterer; for greater certainty, in no event shall Skyservice be
liable for any damages, costs, losses or expenses, whether foreseen or unforeseeable,
direct, indirect, special or consequential damages, and whether in contract, tort or
otherwise.

3.2.3  On termination of this Agreement prior to the end of the Term for any reason whatsoever,
Charterer shall be responsible and shall reimburse Skyservice for the following (the
“Termination Costs™):

(1) all costs properly paid or properly incurred by Skyservice in each case
connection with this Agreement;

(ii) all Claims made against Skyservice relating to such termination;

(iii) all costs relating to the termination of the Lease Agreement or incurred in
respect of the Lease Agreement subsequent to the date of termination as described
in Section 4.1 and Section 9.1, personnel and operations facilities relating to the
Aircraft and reasonable legal fees and disbursements; and

(iv) damages as set out herein; the Parties acknowledge and agree that an amount.
equal to all amounts then owing to Skyservice and an amount equal to
Cdn$XX.XXX' per month for the remainder of the Term discounted to net
present value at the Prime Rate as at the date of termination represents a genuine
pre-estimate of such damages and Skyservice agrees in such event to accept
payment of such fees together with all other Termination Costs referred to above
in full and final satisfaction of any and all claims Skyservice may have against
Charterer in respect of termination of this Agreement prior to expiry of the Term
and Skyservice shall have no further recourse against Charterer in respect of such
early termination.

3.2.4 In the event that the Charterer is required to pay the Termination Costs pursuant to
the foregoing, Skyservice shall use reasonable efforts, including co-operating with
the Charterer to reduce the extent of such Termination Costs, in addition to
Skyservice’s general duty to mitigate such costs and expenses. With respect to any
third party claim, Skyservice agrees that it will:

3.2.4.1 make no statement prejudicial to the Charterer;

! Insert amount of profit fee per month for the relevant Holiday Year
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3.2.4.2 promptly notify the Charterer in writing of the details of any such claim,;

3.2.4.3 if requested, subrogate or otherwise give to Charterer sole control of the
defence of such claim and all related settlement negotiations (subject to
Charterer being responsible for the costs thereof); and

3.2.4.4 give Charterer all reasonable assistance in connection therewith.

ARTICLE 4
COMPENSATION

4.1 Charter Fee

Charterer shall pay to Skyservice for the services performed hereunder at fees and rates in
accordance with Skyservice’s Tariff of Cdn$XX per available seat mile or any revised Tariff
agreed between the Parties during the term (collectively, the “Charter Fee™).

42  Payment

Charterer shall pay to Skyservice the Charter Fee applicable to the Program on a weekly basis.
Each weekly payment shall be based on the Charter Fee for the number of Rotations scheduled to
be flown in the ensuing week. Any necessary adjustments to take into account the number of
actual Rotations operated during the preceding month shall be made within ten (10) days of the
end of each month. A final adjustment for the actual number of Rotations and the actual Seat
Miles flown by the Aircraft, together with applicable surcharges, shall be made [each Season
within ninety (90) days of the end of the first such Season or in the case of the second Season,]
within sixty (60} days following the end of the Term.

Throughout the Term, Skyservice agrees to pay its debts in connection with the operation of the
Aircraft, including applicable surcharges and departure taxes, on a timely basis. In the event
that Charterer becomes aware that Skyservice has failed to pay any of its debts in connection
with the operation of the Aircraft, Charterer shall forthwith notify Skyservice of the supplier
involved and the nature of the payment to be made. Skyservice shall then have fifteen (15)
calendar days to satisfy such payments and to provide Charterer with proof of such payment,
failing which, Charterer may make such payment directly to the supplier and set off such amount
against amounts owing to Skyservice hereunder, except in the event that Skyservice is contesting
in good faith and on reasonable grounds its obligation to pay such amounts, in which case
Skyservice shall provide Charterer with its reasons for such protest.

All payments are to be received into Skyservice’s bank account in immediately available funds
in full, free and clear of any deductions, withholding taxes, duties and levies.

4.3  Advanced Payment Protection

All advance payments made by Charterer under this Agreement shall be secured by Skyservice
with a letter of credit, bond or other security as required by law. All limitations on the liability
of Skyservice under this Agreement are without prejudice to this Section 4.3 and the rights of
Charterer under any security provided pursuant to it. Skyservice will comply with the
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requirements of the Canada Transportation Act, 1996 (Canada) and the regulations adopted
thereunder regarding advance payments to air carriers by charter operators and shall provide
Charterer on or before the first Flight pursuant to this Agreement a copy of the security
instrument issued by a Canadian financial institution establishing that all advance payments for
Flights to be made pursuant to this Agreement are fully secured.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES

5.1 Representations and Warranties of Skyservice

Skyservice, as of the date of this Agreement and continually thereafter during the Term,
represents and warrants to Charterer as follows:

(a)  Due Incorporation

Skyservice has been duly incorporated and is a subsisting corporation under the
laws of Canada.

{b) Due Authorization

Skyservice has all necessary corporate power, authority and capacity to enter into
this Agreement and to carry out its obligations hereunder, and the execution and
delivery of this Agreement and the consummation of the tiransactions
contemplated hereby have been duly authorized by all necessary corporate action
on the part of Skyservice.

(c) NoBreach

The execution, delivery and performance of this Agreement by Skyservice does
not (i) contravene, conflict with or constitute a breach of any provision of
Skyservice’s constituting documents, or (ii) contravene, conflict with or constitute
a breach of any material agreement or instrument to which Skyservice is a party
or by which it or any of its assets are bound or affected.

(d)  Enforceability of Obligations

This Agreement constitutes a valid and binding obligation of Skyservice
enforceable against it in accordance with its terms, subject however, to limitations
with respect to enforcement imposed by law in connection with bankruptcy,
insolvency, reorganization or other laws affecting creditors’ rights generally and
to the extent that equitable remedies such as specific performance and injunctions
are only available in the discretion of the court from which they are sought.
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(e) Capability

Skyservice has the financial resources, the management and technical expertise
and the human resources to carry out and perform the services contemplated
hereby and to lease or otherwise acquire the Aircraft for the purposes hereof.

® Airworthiness of the Aircraft
The Aircraft is and shall be:

(i) maintained in a safe and airworthy condition and in accordance with
Canadian airline industry standards;

(i)  configured for the purposes intended and fully equipped for operatlons, all
as required by this Agreement;

(iii)  delivered clean in accordance with airline industry standards; and
(iv)  be capable of performing the Program.
(g  Custody

The Aircraft is in the legal custody and control of Skyservice. All Persons who at
any time have access to or control of the Aircraft shall be employees or authorized
agents or representatives of Skyservice.

5.2 Representations and Warranties of Charterer

Charterer, as of the date of this Agreement and continually thereafter during the Term represents
and warrants to Skyservice as follows:

(a) Due Incorporation

Charterer has been duly incorporated and organized and is a subsisting
corporation under the laws of Canada.

(b)  Due Authorization

Charterer has all necessary corporate power, authority and capacity to enter into
this Agreement and to carry out its obligations hereunder, and the execution and
delivery of this Agreement and the consummation of the transactions
contemplated hereby have been duly authorized by all necessary corporate action
on the part of Charterer.

(c) No Breach

The execution, delivery and performance of this Agreement by Charterer does not
(i) contravene, conflict with or constitute a breach of any provision of Charterer’s
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constituting documents, or (ii) contravene, conflict with or constitute a breach of
any material agreement or instrument to which Charterer is a party or by which it
or any of s assets are bound or affected.

(d) Enforceability of Obligations

This Agreement constitutes a valid and binding obligation of Charterer
enforceable against it in accordance with its terms, subject however, to limitations
with respect to enforcement imposed by law in connection with bankruptcy,
insolvency, reorganization or other laws affecting creditors’ rights generally and
to the extent that equitable remedies such as specific performance and injunctions
are only available in the discretion of the court from which they are sought.

(e) Capability
Charterer has the financial resources to perform its obligations hereunder.
5.3 Survival of Representations and Warranties

(a) The representations and warranties of Skyservice contained in Section 5.1 shall
survive during the entire Term and during such period shall continue in fuil force
and effect for the benefit of Charterer, after which time Skyservice shall be
released from all of its obligations in respect of such representations and
warranties except with respect to (i) any fraud, misrepresentation or breach of
warranty resulting from a deliberate concealment of information, or (ii) any
Claims asserted by Charterer in writing (setting forth in reasonable detail the
nature of such Claim) before the expiration of such period.

(b)  The representations and warranties of Charterer contained in Section 5.2 shall
survive during the entire Term and during such period shall continue in full force
and effect for the benefit of Skyservice, after which time Charterer shall be
released from all of its obligations in respect of such representation and warranties
except with respect to (i) any fraud, misrepresentation or breach of warranty
resulting from a deliberate concealment of information, or (ii) any Claims asserted
by Skyservice in writing (setting forth in reasonable detail the nature of such
Claim) before the expiration of such period.

5.4 Covenants of Sk};service
Skyservice covenants and agrees as follows:
(a) Compliance

For each and every Flight operated pursuant to the Program, the Aircraft shall at
all times comply with and be operated in accordance with all laws, rules and
regulations of every Governmental Body to which the Aircraft may be subject.
Skyservice shall comply with the provisions of all policies of insurance applicable
to the Aircraft or to the charter of such Aircraft by the Charterer, and shall
maintain and keep in full force and effect all required Licenses and Permits
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including the Certificate of Airworthiness and all other licenses required by the
Aeronautics Act (Canada) or the Canada Transportation Act, 1996 (Canada).

(b) Compliance with Lease Agreement

Skyservice shall comply with all material obligations under the Lease Agreement
that are within Skyservice’s control.

5.5 Covenant of Charterer

Charterer covenants and agrees that Charterer has complied with and shall comply with all
applicable laws, rules and regulations of any Governmental Body to which it is subject, as well
as the provisions of any policy of insurance applicable to the Aircraft or to the charter thereof by
Charterer.

ARTICLE 6
GOVERNMENTAL AUTHOREZATIONS

6.1 Ongoing Compliance

Both Parties acknowledge that this Agreement must comply in all respects with all applicable
legislation, including the Canada Transportation Act, 1996 (Canada), the Aeronautics Act
(Canada) and all regulations adopted thereunder and all requirements of the Canadian
Transportation Agency. In the event that any provision of this Agreement is found to contravene
any of the foregoing legislation, regulations or requirements, the Parties agree to negotiate in
good faith with a view to amending such provision in order to ensure full compliance. In the
event that the Parties are unable to reach an agreement on such amendments, this Agreement
shall terminate immediately upon receipt of written notice by one Party to the other confirming
such failure to amend the Agreement as required.

6.2 Joint Filings

Skyservice and Charterer agree to file jointly with the Canadian Transportation Agency and
relevant foreign government(s) such prospectuses and other documents and information as may
be required by the Air Transportation Regulations of Canada and applicable foreign regulations.

6.3 Additional Documentation

Charterer undertakes to submit to Skyservice such documents and information as may be
required by the Air Transportation Regulations of Canada and foreign regulations within the time
periods specified therefor.

6.4 Permits and Traffic Rights

This Agreement has been entered into upon the express condition that Skyservice obtain, on a
timely basis, from the appropriate Canadian and foreign government/airport authorities, the
traffic rights and landing permits necessary for the operation of the Flights. Skyservice agrees to
use reasonable efforts to obtain such traffic rights and landing permits.

Profoerma FCC /SSV Charter Agreement



Page 179 of Motion Record
13

6.5 Efforts to Revise Schedule

In the event Skyservice is unable to obtain such rights and permits, Charterer shall make a
reasonable effort to revise the schedule of Flights so as to permit Skyservice to obtain the
necessary rights and permits. In the event that despite reasonable efforts, Skyservice is unable to
obtain the necessary rights and permits to permit Flights to certain destinations, Skyservice will
have no obligation hereunder to fly to those destinations.

Charterer agrees to comply with any applicable Canadian and foreign regulations pertaining to
allotment of seats, lists of passengers, disclosure of information or any other relevant matter. All
advertising and every ticket issued by Charterer in respect of an international charter flight
hereby chartered from Skyservice and not yet authorized by government authorities shall include
a notice that the flights in question are subject to the approval of the Canadian Transportation
Agency.

Skyservice shall accept Charterer’s standard ticket of travel as issued to passengers from time to
time; provided always that the same shall comply with governmental regulation and insurance
requirements notified from time to time and shall contain standard limitation of liability
language.

ARTICLE 7
SERVICES OF SKYSERVICE

7.1 Services to be Provided by Skyservice

Skyservice shall provide or cause to be provided in respect of the Flights to be operated pursuant
to the Program, all of the personnel, services and facilities normally associated with charter
flights of the same nature as those to be operated by Skyservice pursuant to the Program,
Without limiting the generality of the foregoing, Skyservice shall be responsibie for the safety,
security, regularity, efficiency, reliability, comfort and cleanliness of such Flights as well as for
the professional competence of the flight crews and cabin crews and all other Persons providing
services to such Flights whether in Canada or elsewhere.

Skyservice shall use reasonable commercial efforts to adhere to the Service Level standards set
out in Schedule C as may be amended by the Parties from time to time.

Skyservice shall not for any reason (other than Force Majeure) operate its fleet with departures
later than 30 minutes from departure time for more than 15% of its flights calculated for three
consecutive months.

Except as specifically contemplated otherwise in this Agreement, Skyservice shall not for any
reason (other than Force Majeure) fail to operate flights for 6 consecutive days on which Flights
are scheduled during any particular year or, in the aggregate, fail to operate 20 Flights which are
scheduled for the Aircraft during any particular year.

The Parties agree that in no event shall a failure by Skyservice to meet the performance standards
set out above provide Charterer with a right to terminate this Agreement.
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In the event that Skyservice fails to maintain the performance standards set out in this Section
7.1, the Parties shall meet to review Skyservice’s performance hereunder and to discuss in good
faith what efforts, if any, that are consistent with Skyservice’s obligations hereunder, may be
implemented in order to attain a level of performance consistent with the standards set out in this
Section 7.1. The Parties acknowledge and agree that nothing in this paragraph is intended to
increase Skyservice’s obligations under this Agreement,

7.2 Failure of Skyservice to Provide Aircraft

Except as specifically contemplated otherwise in this Agreement, if Skyservice fails to provide
the Aircraft for any Flight required pursuant to the Program for any reason whatsoever (except in
the event of Force Majeure), Skyservice shall arrange any and all alternate air transportation and
other accommodations reasonably necessary to transport the. passengers in accordance with the
schedule for such Flight and shall use reasonable efforts to keep Charterer informed of such
arrangements; provided however, that Charterer shall be entitled to waive Skyservice's obligation
to arrange alternate air transportation for the anticipated period of time the Aircraft shall be
unavailable or any portion thereof which shall not be in excess of a Season (the "Waiver
Period"). The Parties agree that, notwithstanding Section 2.3, each Waiver Period during the
Term shall be subject to a minimum guarantee of one (1) seat mile in addition to the Minimum
Seat Mile Guarantee,

In the event that Skyservice fails to secure arrangements for an alternate aircraft within eighteen
(18) hours of the Aircraft becoming unavailable (other than where Charterer has waived Section
7.2), Charterer shall be entitled to make arrangements for an alternate aircraft to perform a
Flight; provided, however that Charterer must notify Skyservice immediately of such
arrangement, and provided further that Skyservice shall be entitled to perform all Flights upon
completing arrangements for an alternate aircraft in accordance with this Section 7.2.

Skyservice shall use its commercially reasonable efforts to ensure that any and all alternate air
transportation arranged by Skyservice shall in all material respects be at a level of comfort and
service to the passengers that is no less than the level contemplated by the provisions of this
Agreement. For greater certainty, upon provision of alternate air transportation in accordance
with this Section 7.2 within a reasonable time, Skyservice shall be deemed to have performed the
Flights for the purposes of Section 7.1.

ARTICLE 8
INDEPENDENCE OF THE PARTIES

8.1 No Partnership or Agency

The Parties hereby acknowledge and agree that it is not the purpose or intention of this
Agreement to create, and this Agreement does not create, any relationship of partnership,
agency, joint venture or franchise for any purposes whatsoever. The Parties agree that nothing in
this Agreement shall be construed to make any Party a partner, legal representative or agent of
the other or to create any fiduciary relationship as between them. Each Party further agrees that
no representations shall be made or acts taken which could establish any apparent relationship of
partnership, agency, joint venture or franchise with the other and that neither Party shall be
bound in any manner whatsoever by any agreements, representations or warranties made by the
other Party to any other Person or with respect to any other action of the other Party. '
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8.2 Employees

It is understood and agreed that the employees of the respective Parties to this Agreement shall
continue to be the employees of that Party. Each Party shall cover its respective employees with
worker’s compensation insurance as may be required by the laws applicable to such employees.

8.3 Disclaimer of Equity Interest

Charterer has no equity interest, legal or beneficial, in Skyservice and is not entitled to share in
the profits or losses of the operations carried on by Skyservice under this Agreement.

ARTICLE 9
INDEMNIFICATION

9.1 Indemnity by Charterer

Charterer covenants and agrees to indemnify and hold Skyservice and its directors, officers,
employees, agents and representatives (individually an “Indemnified Party” and collectively the
“Indemnified Parties™) harmless in respect of any Claims incurred directly by any Indemnified
Party relating to, arising out of, resulting from or in any way connected with:

(a)  the breach of, or any incorrectness in, any of the representations and warranties
made by the Charterer under this Agreement (other than s. 5.2(d)), or

) any material breach, or any non-fulfilment, of any agreement or covenant on the
part of the Charterer under this Agreement,

arising out of the gross negligence or wilful misconduct of Charterer except any act or
omission due or attributable to the gross negligence or wilful misconduct of Skyservice.
Each of the foregoing paragraphs of this Section 9.1 shall be treated as a severable
contract term and shall not be affected by any invalidity or unenforceability of the
provisions of any other contract term.

9.2 Indemnity by Skyservice

Skyservice covenants and agrees to indemmify and hold Charterer and its Affiliates and their
respective directors, officers, employees, agents and representatives (individually the “Party
Indemnified” and collectively the “Parties Indemnified”) harmless in respect of any Claims
incurred directly by any such Party Indemnified relating to, arising out of, resulting from or in
any way connected with:

(a)  the breach of, or any incorrectness in, any of the representations and warranties
made by Skyservice under this Agreement (other than s. 5.1(d));

(b)  any material breach, or any non-fulfilment, of any agreement or covenant on the
part of Skyservice under this Agreement (other than performance standards set
outins. 7.1);
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(¢)  personal injury, death or property damage that may arise as a result of or be
caused by or relate to the possession, use, leasing, operation, maintenance, repair,
alteration, storage or delivery of the Aircraft, or the return or other disposition of
the Aircraft; or

(d)  any act or failure to act by Skyservice relating to the Aircraft

except any act or omission due or attributable to the gross negligence or wilful misconduct of
Charterer. Any indemnity payable by Skyservice under this Section 9.2 shall be limited in all
cases to the insurance proceeds payable or paid under insurance coverage carried by Skyservice
pursuant to Article 10 hereof except to the extent arising from Skyservice’s gross negligence or
wilful misconduct. Each of the foregoing paragraphs of this Section 9.2 shall be treated as a
severable contract term and shall not be affected by any invalidity or unenforceability of the
provisions of any other contract term.

9.3 Interest on Claims

The amount of any Claims submitted for indemnification under Section 9.1 or Section 9.2 shall
bear interest at the Prime Rate from and including the date the Claim was incurred to but
excluding the date payment of such Claim is made, and the amount of such interest shall be
deemed to be part of such Claim.

9.4 Timing of Payment

Skyservice or Charterer (as the case may be) will pay an indemnitee. for Claims pursuant to this
Article 9 within five (5) Business Days after receipt of a written demand therefor from such
indemnitee accompanied by a written statement describing in reasonable detail the basis for such
indemnity

9.5 Survival of Obligations

Notwithstanding anything in this Agreement to the contrary, the provisions of this Article 9 will
survive the termination of this Agreement and continue in full force and effect notwithstanding
any breach by Skyservice or Charterer of the terms of this Agreement, the termination of the
charter of the Aircraft to Charterer under this Agreement or the repudiation by Skyservice or the
Charterer of this Agreement.

9.6 Limitation of Liability

Except as otherwise specifically provided to the contrary in this Agreement, neither Party shall
be liable or responsible to the other Party in any way for any indirect, special or consequential
damages, whether in contract, tort or otherwise (including damages for lost profits or revenues
even if such damages were foreseeable or resulted from a fundamental breach of this
Agreement).
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ARTICLE 10
INSURANCE

10.1 Aircraft Huil Insurance

Skyservice represents and warrants to Charterer that Skyservice carries aircraft hull insurance
and aircraft hull war risks insurance covering the Aircraft, the whole subject to the terms and
conditions of Skyservice Aviation Policy, bearing policy numbers as follows: Hull and Liability
Policy A00117A96/Hull and War Policy A00127A96/Hull Deductible Policy ATD016412,
subject to the limitation of war-risk coverage as of the date hereof to US$50 million. Skyservice
shall cause its insurers to accept the terms of this Section 10.1 and to waive their rights of
subrogation against Charterer and its Affiliates, and their respective directors, officers, agents,
servants and employees.

10.2 Liability Insurance

(a) Skyservice represents and warrants to Charterer that Skyservice carries combined
single-limit policies of aircraft passenger liability insurance, baggage liability insurance,
public liability insurance and property damage insurance in the aggregate amount of not
less than One Billion Canadian Dollars ($1,000,000,000).

(b) Skyservice agrees to have Charterer and its Affiliates, as the case may be, named as
an additional insured on all such policies to the extent the Aircraft is being operated on
behalf of Charterer or such of its Affiliates, as the case may be, which policies shall
provide, in addition to the other clauses set forth below, appropriate cross-liability
(“severability of interests”) clauses and that, except as set forth below, such insurance
shall be primary and any similar coverage which Charterer may carry shall be excess
coverage and non-contributory thereto.

(é) Skyservice’s aircraft liability policies shall provide that the full limits of all such
policies shall be available to the additional insured (subject to the provisions that the total
policy limits are not increased by the inclusion of additional insured).

(d) Every policy of insurance required by this Agreement shall:

(i) insure Charterer’s interests regardiess of any action or inaction of
Skyservice or any other Person or any breach or violation of any
representations, warranties, declarations or conditions contained in such
policies by Skyservice or any other person;

(ii)  provide that if the insurers cancel such insurance for any reason whatever,
or the same is allowed to lapse for non-payment of premium, such
cancellation or lapse shall not be effective as to Charterer for thirty (30)
days after receipt by Charterer of notice from such insurers of such
proposed cancellation or lapse;

(iif)  contain a waiver of any right of the insurers to set-off or counterclaim or
any other deduction, whether by attachment or otherwise, in respect of any

Proforma FCC /S8V Charter Agreement



Page 184 of Motion Record
18

liability of Charterer or its Affiliates, and their respective direcfors,
officers, agents, servants and employees;

(iv) contain a provision prohibiting Skyservice, without the prior written
consent of Charterer, from cancelling such insurance or making any
change restricting or reducing the coverage;

(v)  contain a provision that the insurers will promptly notify Charterer in the
event that any premium or instalment of premium shall not be paid when
due; and

(vi)  contain no provision for any payment by Skyservice in the form of a
deductible other than a deductible provision that is standard as a
deductible among insurers of internationally recognized standing in the
field of aviation insurance.

(¢) Skyservice agrees that it shall provide evidence of such insurance to Charterer prior to
the commencement of any Flights under this Agreement.

10.3 Oxder in Council

Notwithstanding Section 10.2(a), the Parties acknowledge that third party war-risk coverage as
of the date hereof is limited to US$50 million with excess coverage provided by the Canadian
Government. In the event the Order in Council described in this Section 10.3 is revoked or fails
to be renewed in due course upon expiry, Skyservice agrees to purchase the required coverage to
the extent that it is commercially available in Canada.

ARTICLE 11
FORCE MAJEURE

Neither Party shall be liable to the other Party for any failure to perform its obligations
(excluding payment obligations) or to carry out any of the activities contemplated by this
Agreement if such failure is caused by an event of Force Majeure provided it has given prompt
notice thereof to the other Party. It is expressly agreed that a mechanical failure of the Aircraft
does not constitute an event of Force Majeure. The Party suffering an event of Force Majeure
shall use its best efforts to minimize the event of Force Majeure with all reasonable dispatch and
both Parties shall use commercially reasonable efforts to mitigate costs during such period,
provided, however, that the settlement of strikes, lockouts or other industrial or labour disputes
or disturbances constituting a Force Majeure shall be within the discretion of the Party having
the difficulty and such Party shall not be required to settle such disputes or disturbances when
such course appears inadvisable to it. The Parties agree that, notwithstanding Section 2.3, any
period during which a Force Majeure (which, for greater certainty includes a Global Force
Majeure) occurs shall be subject to a minimum guarantee of one (1) seat mile in addition to the
Minimum Seat Mile Guarantee.
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ARTICLE 12
GENERAL

12.1 Further Assurances

Each of the Parties from time to time at the request and expense of the other Party and without
further consideration, shall execute and deliver such other instruments and take such further
action as such other Party may reasonably require to more effectively complete any matter
contemplated by this Agreement.

12.2 Survival

Each Party agrees that all of the provisions of this Agreement, other than the representations and
warranties contained in Article 5, shall forever survive the execution, delivery and performance
of this Agreement.

12.3 Expenses

Except as otherwise provided herein, each Party shall be responsible for its own legal and other
expenses incurred in connection with the negotiation, preparation, execution, delivery and
performance of this Agreement and the transactions contemplated hereby.

12.4 Taxes

Where Skyservice is responsible for payment of Taxes to a Governmental Body in respect of the
operation of the Flights, which Taxes are identified on Schedule E as revised by Skyservice from
time to time, Charterer agrees to collect and remit to Skyservice such Taxes within 7 days of
invoice. Where Charterer is responsible for collecting and remitting Taxes directly to the
appropriate Governmental Body, which Taxes are identified on Schedule F as revised by
Skyservice from time to time Charterer agrees to collect and remit such Taxes within the
required timeframes. Further, Charterer shall be responsible for all Taxes in connection with any
payments owing to Skyservice hereunder.

12.5 Notices

Any notice required or permitted to be given pursuant to this Agreement shall be in writing and
shall be effectively given if (a) delivered by hand, (b) sent by electronic or facsimile
communication which provides for written time dated confirmation of delivery, or (¢} sent by
prepaid courier service, addressed, in the case of notice to Charterer as follows:

First Choice Canada Inc.

160 Bloor St East, Suite 400
Toronto, Ontario

M4W 1B9

Attention: President
Facsimile number:  416-969-2699

and in the case of notice to Skyservice as follows:
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Skyservice Airlines Inc.
31 Fasken Drive
Etobicoke, Ontario
M9W 1K6
Attention: President

Facsimile number:  416-679-5920
with a copy to the same address, Attention: Legal Department, facsimile number: 416-679-5912.

Any notice so given shall be deemed conclusively to have been given and received (a) when so
delivered by hand or sent by facsimile, during normal business hours in the Province of Ontario,
otherwise on the next following Business Day, or (b} on the second day following the sending by
courier assuming that such day is a Business Day, otherwise on the next following Business Day.
Any Party or others mentioned above may change any particulars of its address for notice by
notice to the others in the manner aforesaid.

12.6 Successors and Assigns

Neither this Agreement nor any rights or obligations under this Agreement shall be assignable by
either Party without the prior written consent of the other Party. Subject thereto, this Agreement
shall enure to the benefit of and be binding upon the Parties and their respective successors
(including any successor by reason of amalgamation of any party and any successor to the
business by reason of merger, acquisition, dissolution or winding up or other transaction or series
of transactions having the same or a similar effect) and permitted assigns. Any permitted assign
of either Party shall be required to agree to assume, observe, perform and discharge all of the
assignor’s covenants, agreements and obligations under this Agreement, as successor to the
assignor under this Agreement, to the same extent as if the assignee had been a party to this
Agreement in the place and stead of the assignor.

12.7 Waiver

The failure of any Party at any time to require the performance by the other of any of the terms
or provisions of this Agreement shall in no way affect the right of that Party thereafter to enforce
same, nor shall the waiver by any Party of any breach of any of the terms or conditions hereof be
taken to be a waiver of any succeeding breach of any such term or condition.
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12.8 Confidentiality

The Parties recognize that this Agreement contains information that is commercially sensitive
and agree to keep the entire contents of this Agreement confidential and not to make any
disclosures to any third persons other than (i) to such Party’s professional advisors, including
accountants, financial and legal advisors, bankers or other lenders, (ii) as may be required by law
(however in such instance, only to the extent required by law), and (iii) with the prior written
consent of the other Party . Notwithstanding the foregoing, the Parties agree that Skyservice
may disclose the name of the Charterer, the number of aircraft to which the Agreement relates,
and the Term, provided however that Skyservice shall provide Charterer with comparable
information with respect to other charter programs entered into by Skyservice after the date of
this Agreement,

12.9 Arbitration

The Parties agree to work cooperatively in an effort to resolve any dispute or claim arising out of
or in any way relating to or connected with this Agreement or the breach, termination or
invalidity thereof (a “Dispute”). In the event that such informal efforts do not result in a
resolution of the Dispute, the Parties agree that the Dispute shall be discussed by the President of
Skyservice and the Chief Executive Officer of Charterer in an effort to reach a resolution. In the
event that the Parties’ respective officers are unable to resolve the Dispute within two (2)
Business Days, the Dispute shall be submitted to arbitration in accordance with Schedule D,
which sets out the sole and exclusive procedure for the resolution of Disputes under this
Agreement. The resolution of Disputes pursuant to the terms of Schedule D shall be final and
binding upon the Parties, and there shall be no appeal therefrom, including any appeal to a court
on a question of law, a question of fact, or a question of mixed fact and law. For greater
certainty, subsection 7(2) of the Arbitration Act, 1991 (Ontario) shall not apply to an arbitration
under this Section 12.9.

12.10 Execution and Delivery

This Agreement may be executed by the Parties in counterparts and may be executed and
delivered by facsimile and all such counterparts and facsimiles shall together constitute one and
the same Agreement. '
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IN WITNESS OF WHICH this Agreement has been executed by the Parties as of the date first
written above.

FIRST CHOICE CANADA INC.
By:

Name:

Title:
SKYSERVICE ATIRLINES INC.
By:

Name:

Title;
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AIRCRAFT

Aircraft Make and Model:
Aireraft Manufacturer’s Serial Number:
Aircraft Registration Mark:

Make and Model of Engines:

Charter Agreement-Appendix 1 090506 execution version
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Used Boeing B757 / Airbus A320
XXXXX
C-

Rolls Royce RB211-535E4 / CFM
56-3-B
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SCHEDULE B

PROGRAM

Schedule to be provided in accordance with Article 2.3,
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SCHEDULE C

SERVICE LEVEL

Crisis Management Procedures — based on Skyservice operations manual, which will be
provided and updated to Charterer.

The intention of the Agreement is that Skyservice operates its fleet of Aircraft and provides the
Services in a manner which complements the reputation that Charterer has in the Canadian
marketplace,

Without limiting the generality of the foregoing the following are material service standards:

1. Skyservice shall operate a reliable, modern fleet that is competitive in the Canadian
market and at a size of fleet level sufficient to meet the terms of this Agreement at all
times during the Term and any renewal thereof.

2, Skyservice shall ensure it can always operate the Program and, if substitute aircraft
are needed, they are of a type used by other Canadian, U.S. or UK. airlines and are
acceptable to Charterer, acting reasonably.

3. Skyservice shall meet on-board service standards agreed between Charterer and
Skyservice annually,

4. On time performance shall be comparable or better than similar airlines, which are
competitive in the Canadian market operating into and out of the same gateways.

Charter Agreement-Appendix 1 090506 execution version
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SCHEDULE D
ARBITRATION PROCEDURES

1. The arbitration shall be commenced by either Party giving written notice to the other
Party of the Dispute and requesting agreement on the identity of an arbitrator.

2. The Parties will agree on the appointment of an arbitrator who shall be independent from
all Parties,

3. If the Parties are unable to agree upon an arbitrator within twenty (20) days of written
notification of the Dispute, each Party will appoint a person as arbitrator, and those two
arbitrators will appoint a third arbitrator.

4. The place of the arbitration will be Toronto, Ontario.

5. The Parties may request that the arbitrator(s) decide between final and complete
proposals submitted by each of the Parties.

6. The decision of the arbitrator(s) with respect to the Dispute must be rendered, in writing
and must contain a brief recital of the facts and principles upon which the decision was
made and the reasons therefor,

7. The arbitration, including the existence of the Dispute, the submissions made by the
Parties, the evidence submitted, the hearing, any order or decision of the arbitrator(s) and
the award, will be confidential and will not be disclosed by either Party or the
arbitrator(s) to any person without the prior written consent of both Parties, except as
required to enforce the award, as required by law, as required for disclosure to auditors or
affiliated companies or as permitted by subsequent order of the arbitrator(s) made
pursuant to a motion or application on notice to all Parties,

8. The decision or award of the arbitrator(s) made pursuant to this Schedule is final and
binding upon each of the Parties and there is no appeal therefrom. After completion of
the arbitration, an action may be initiated by the Parties only for the purpose of enforcing
the decision or award and the recovery of costs incidental to the action.

9. The decision or award of the arbitrator(s) will be conclusively deemed to determine the
interpretation of this Agreement and the rights and liabilities as between the Parties in
respect of the Dispute.

10. Except as may be otherwise agreed by the Parties, or as may be ordered by the
arbitrator(s), the arbitrator(s) will be entitled to its or their usual charges for services
rendered to be paid equally by the Parties.
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SCHEDULE E
TAX ADVISORY
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APPENDIX 2
FORM OF EXTENDED CHARTER AGREEMENT

[SSV-FCA]
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THiS AIRCRAFT EXTENDED CHARTER AGREEMENT is made as of K000 200K
BETWEEN:

{1 Skyservice Airlines Inc., a Canadian corporation whose address and principal place of
business is at 31 Fasken Drive, Etobicoke, Ontario, M8W 1K6 (the "Lessor"); and

2) First Choice Airways Limited, a company organised under the laws of England and
Wales whose address and principal place of business is at Commonwealth House,
Chicago Avenue, Manchester Airport, Manchester M90 3DP (the "Lessee™).

WHEREAS:

Lessee wishes to charter the Aircraft on an extended basis from Lessor and Lessor is willing to
charter the Aircraft on an extended basis to Lessee subject to and in consideration of the general
covenants, terms and conditions contained in this Agreement.

IT IS AGREED AS FOLLOWS:
1. GENERAL
1.1 Construction
(a) In this Agreement, unless the contrary intention is stated:

(i) references to any agreement (including, without limitation, this Agreement)
or to any other document shall include references o such agreement, its
recitals and its schedules or to such other document as amended, varied,
supplemented, replaced and/or restated in any manner from time to time;

(i) subject to Article 18, references to Lessor, Lessee or any other person
shall, where relevant, be deemed to be references to or to include, as
appropriate, their respective lawful successors, transferees and assigns;

{iii) references to any enactment shall be deemed to include references to
such enactment as re-enacted, amended or extended and any subordinate
legislation made under it;

(iv) references to one gender shall include all genders and references to the
singular shall include the plural and vice versa;

(v) the Schedules to this Agreement form an integral part of it; and

{vi) headings and sub-headings are inserted for convenience only and shall be
ignored in construing this Agreement.

2. DEFINIIONS

Except where the context otherwise requires, the following words have the following
meanings for all purposes of this Agreement. The definitions are equaily applicabie to the
singular and plural forms of the words.

2.1 General Definitions

"Actual Rent" means the actual amount of Rent payable by Lessee after reconciliation in
accordance with Article 6.1(f) and Schedule 7,

"Actual Supplemental Rent" means the aggregate of the sum of $POC(] multiplied by
the number of actual Flight Hours for which the Aircraft is operated during the Lease Term
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and ${XXX] multiplied by the number of actual cycles for which the Aircraft is operated
during the Lease Term.

"Affiliate” means a Person which, directly or indirectly through one or more
intermediaries, controls or is controlied by, or is under common control with, the Person
specified.

"Agreement” means this Aircraft Extended Charter Agreement, any schedules or
documents executed pursuant to the Schedules hereto, any side letters and any and all
amendments, revisions, supplements and modifications thereto.

"Aircraft” means the Airframe together with the Engines, Parts and Aircraft
Documentation and includes where the context permits, a separaie reference to the
Airframe, any Engine, any Part, the Aircraft Documentation or any part thereof, and any
substitute aircraft pursuant to Article 14,

"Aircraft Documentation™ means all:

(a) log books, Aircraft records, manuals and other documents provided to Lessee in
connection with the Aircraft; and

{b) any other documents kept by Lessee or required to be maintained during the
Lease Term by the Aviation Authority and this Agreement.

"Airframe" means the airframe listed in Schedule 1 together with all Parts relating thereto
(except Engines or engines).

"APU" means the auxiliary power unit of the Aircraft.

"Areas of Operation® means the agreed origins and destinations set out in Schedule 9 as
such Schedule may be amended by the parties in writing from time to time.

"Aviation Authority” means Transport Canada ("DOT") or any Government Entity which
under the Laws of Canada from time to time has control over civil aviation or the
registration, airworthiness or operation of aircraft in Canada. If the Aircraft is registered in
a country other than Canada, "Aviation Authority” means the agency which regulates civil
aviation in such other country.

"Business Day" means a day other than a Saturday or Suriday on which the banks in
London, New York and Toronto are open for the transaction of business of the type
required by this Agreement,

“"Charter” means any charter agreement in respect of the Aircraft entered into from time
to time by Lessee. :

"Charterer” means the charterer under a Charter.

"Default” means any event which, upon the giving of notice, the lapse of time and/or a
relevant determination, would constitute either a Lessee Event of Default or a Lessor
Event of Default, as the context requires.

"Default Rate™ means either (a) the rate notified by Lessor to Lessee as being the default
rate or equivalent under the Dry Lease or (b) if, no rate is so nofified, a rate of interest per
annum (based on a 360 day year} equal to LIBOR plus two per cent (2%).

"Delivery" means the provision of the Aircraft by Lessor to Lessee for the purposes of
and in accordance with this Agreement subject always to Article 4.7.

"Delivery Conditions" shall mean the delivery conditions contained in Schedule 2.
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"Delivery Date" means the actual date during a Summer Season on which Delivery takes
place.

"Delivery Location” means Toronto, Canada or such other location as may be agreed in
writing by the parties.

"Designated Flights” means the approved origins and destinations set out in Schedule 6
together with such other origins and destinations as Lessor may approve from time to fime
in accordance with Schedule 6.

“"Dollars” and "$" means the lawful currency of the US.

"Dry Lease” means the aircraft lease agreement pursuant to which the Aircraft is leased
to Lessor as of the date hereof as well as any subsequent aircraft lease agreements
pursuant to which the Aircraft is leased to Lessor.

"Engine" means:

(a) each of the engines of the manufacture and model described in Schedule 1,
installed on the Airframe as of the Delivery Date or such other engines as may be
installed on or related to the Airframe from time to time; and

{b) all Parts installed in or on any of such engines at Delivery (or substituted, renewed
or replacement Parts in accordance with this Agreement) so long as title thereto is
or remains vested in Owner.

"Expiration Date" means XX XXXXX 20XX (or such other date as the parties may agree)
or if earlier, the date upon which this Agreement expires in accordance with its terms for
any reason whatsoever provided that if the Lease Temn is extended pursuant to Article
17.4, the Expiration Date shall be exiended to the date when the Aircraft has heen
returned to Lessor in full compliance with this Agreement.

"Flight Hour" means in relation to the Aircraft each hour or part thereof (rounded up to
the nearest minute) elapsing from the moment the wheels of the Aircraft leave the ground
on take off until the wheels of the Aircraft next touch the ground and in relation to an
Engine, each hour or part thereof (rounded up to the nearest minute) efapsing from the
moment the wheels of an aircraft on which the Engine is installed leaves the ground on
take off until the wheels of that aircraft next touch the ground.

"Force Majeure” shall mean causes which are beyond the control of a party and which
prevent such party from performing its obligations under this Agreement and includes acts
of God, strikes, lockouts, industrial or other labour disputes or disturbances {other than
any strikes, lockouts or other industrial or fabour disputes or disturbances that are
foreseeable and that only affect that party's operations), wars, blockades, insurrections,
riots, earthquakes, typhoons, hurricanes or other severe storms, floods, fires, explosions
and acts or omissions of any Government Entity.

"Government Entity” means any:
{a) national, state, provincial or local govemment;

(b) regulatory authority, taxing authority, agency, board, commission, bureau, crown
corporation, department, division, instrumentality, court, tribunal, arbitration panel
or other law, rule or regulation-making or enforcing entity having or purporting to
have jurisdiction on behalf of any applicable nation, province, state or other
subdivision thereof or any applicable municipality, district or other subdivision or
any international taxing authority; or
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(c)  association, organization or institution of which any of the entities listed in (a) or
(b) is a member or to whose jurisdiction any such entity is subject.

“Gross Negligence” means any act or omission done or omitted to be done with intent to
cause damage, death, delay, injury or loss or recklessly and with knowledge that damage,
death, delay, injury or loss would probably resuit.

"Indebtedness"” means any obligation for the payment or repayment of money, whether
as principal or surety, and whether present or future, actual or contingent, secured or
unsecured,

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

"Journey Log™ means the document issued by the captain of each flight performed
hereunder which shall indicate the Flight Hours recorded for each flight.

"Law" means any:

(a) statute, decree, constitution, regulation, order or any directive of any Government
Entity;

(b) treaty, pact, compact or other agreement to which any Government Entity is a
signatory or parly; and

{c) judicial or administrative interpretation or application of any of the foregoing.

"Lease Term” means the period commencing on the Delivery Date and ending on the
Expiration Date.

"Lessee Event of Default” means any of the events set out in Article 19.1.
"Lessor Event of Default” means any of the events set out in Article 19.5.

"Lessor's Lien" means any Security Interest ¢reated by or through Lessor or Owner in
connection with the Aircraft.

"LIBOR" means for any amount and any period, the rate notified by Barclays Bank Ple to
Lessor as the rate per annum at which Dollar deposits for the relevant period and in
comparable amounts are quaoted on Telerate Page 3750 or failing that, the LIBOR page of
the Reuters screen, at or about 11.00 am (London time) two Business Days before the
first day of such period or failing that the arithmetic mean determined by Lessor {rounded
upwards to the nearest four decimal places) of the rates notified to Lessor by Barclays
Bank plc as the rate per annum at which Daollar deposits are offered for the relevant period
in the refevant amount by leading commercial banks to leading banks in the Londen inter-
bank market at or about 11.00 am (London time} two Business Days before the first day of
such period.

"Maintenance Program” means Lessor's maintenance program as approved by the
Aviation Authority or such other maintenance program as Lessor may, in its discretion,
accept in writing.

"Owner" means the owner from time to time of the Aircraft.

“Part” means any part, component, appliance, system module, engine module, the APU,
accessory, material, instrument, communications equipment, fumnishing, Lessee furnished
or Lessor purchased equipment or other item of equipment {other than complete Engines
or engines) for the time being installed in or attached to the Airframe or any Engine or
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which, having been removed from the Aiframe or any Engine, remains the property of
Owner,

“Person” means any individual, firm, partnership, joint venture, trust, corporation,
Govemment Entity, committee, department, authority or any body, incorporated or
unincorporated, whether having distinct legal personality or not,

"Rent" means for each calendar month during each Summer Season during the Lease
Term the amounts calcutated in accordance with Schedule 7.

"Return Date™ means the last day of each Summer Season and the Expiration Date:
"Scheduled Delivery Date" has the meaning ascribed to such term in Article 4.1.

"Security Interest” means any encumbrance or security interest, however and wherever
created or arising including (without prejudice to the generality of the foregoing) any right
of ownership, security, mortgage, pledge, charge, encumbrance, lease, lien, statutory or
other right in rem, hypothecation, title retention, attachment, levy, claim or right of
possession or detention.

"State of Registration” means Canada or such other country or state of registration of
the Aircraft as lessee may request and Lessor may, in its absolute discretion, approve in
writing.

"Supplemental Rent" means for each calendar month during the Lease Term the
amounts specified in Schedule 7.

"Support Inventory™ means any items of Lessor's property, including but not limited to
spare parts, components, engines, rotables or materials required or provided by Lessor to
Lessee for the maintenance and operation of the Aircraft,

"Taxes" means all taxes, duties, fees, premiums, assessments, imposts, levies, rates,
charges, assessments, withholdings, dues, government contributions and other charges
of any kind whatsoever imposed by any Government Entity, whether direct or indirect,
together with all interest, penalties, fines, additions to tax or other additional amounts
imposed in respect thereof including, without limitation, those levied on, or measured by,
or referred o as income, gross receipts, profits, turnover, capital, transfer, [and transfer,
sales, consumption, goods and services, use, value-added, excise, stamp, withholding,
business, franchising, property, payroll, employment, health, social services,
development, occupation, education and social security taxes, all surtaxes, all customs
duties countervail, anti-dumping and import and export taxes, all licence, franchise and
registration fees, all provincial workers' compensation payments and all employment
insurance, health insurance and Canada, Quebec and other govemment pension plan
premiums.

"Total Loss" means any of the following in relation to the Aircraft, Airframe, or any
Engine:

(a) destruction, damage beyond repair or being rendered permanently unfit for normal
use for any reason;

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

{c) requisition of title, confiscation, forfeiture or any compulsory acquisition or other
similar event;

{d) sequestration, detention, seizure or any similar event for more than 90
consecutive days;
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{e) requisition for use for more than 180 consecutive days;

{f any sale of the Aircraft in connection with a Lessee bankruptcy, whether by an
administrator, trustee or court;

{g) any sale of the Aircraft in connection with Eurocontrol or NAV Canada charges; or

)] any other occurrence not permitted under this Lease which deprives Lessee of
use or possession for a period of 90 consecutive days or longer.

"US" means the United States of America.

AGREEMENT TC LEASE

Subject to the terms and conditions of this Agreement and subject to receipt of approval of
the applicable Government Entities for the chartering of the Aircraft hereunder Lessor
shall charter the Aircraft to Lessee and Lessee shall charter the Aircraft from Lessor for
for the duration of the Lease Term.

n addition to providing the Aircraft to Lessee for the Lease Temn, subject to receipt of
approval of the applicable Government Entities Lessor agrees to provide Lessee with the
personnel and/or services more particularly described in Schedule 5, and agrees that it
will have completed fraining of Lessee cabin crews at a location to be agreed not less
than two (2) days before Delivery.

So long as no Event of Default has occurred and is continuing hereunder and no election
to terminate has been made by either party pursuant to Article 5 or Article 14, Lessor and
Lessee may agree no later than the third anniversary of the date of this Agreement to
extend the term of this Agreement for a period of one year after the Lease Term.
Thereafter, so long as ne Event of Default has occurred and is continuing, and no election
to terminate has been made by either party pursuant to Article 5 or Article 14, Lessor and
Lessee may agree no later than on each subsequent anniversary of the date of this
Agreement to extend the term of this Agreement for further period(s) of one year.

DELIVERY
Scheduled Delivery Date

Lessor will notify Lessee from time to time and in a timely manner of the exact date on
which Lessor expects Delivery to take piace. Such date is anticipated to be 1 May. Each
such date shall be the "Scheduled Delivery Date".

No Lessor Liability

The Lessor will not be liable for any loss or expense, or any loss of profit, arising from any
delay or failure in Delivery to Lessee unless such delay or failure arises as a direct
consequence of the wilful misconduct or recklessness of Lessor.

Delivery of the Aircraft to Lessee

Subject to Lessee having performed all of the conditions precedent to Delivery set forth in
Article 7 which have not been expressly waived by Lessor, Lessor will deliver the Aircraft
to Lessee at the Delivery Location on the Scheduled Delivery Date or such other date as
may be agreed in writing by the parties in an "as is" condition except to the extent that the
Aircraft is required to meet the Delivery Conditions. Upon Delivery of the Aircraft by
Lessor to Lessee in accordance with the terms hereof, Lessee will accept the Aircraft and
the date of delivery by Lessor to Lessee will be deemed to be the Delivery Date for all
purposes under this Agreement, (other than the commencement of Lessee's obligation to
pay Rent hereunder which shall commence from the relevant Scheduled Delivery Date).
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4.7

Delay

If Lessor becomes aware that Delivery will be delayed beyond the Scheduled Delivery
Date, it will promptly give notice to Lessee which notice shall be given in any event before
the Scheduled Delivery Date. Lessor and Lessee shall then consult as to whether they
can mutually agree on a later Scheduled Delivery Date and Lessor shall continue to keep
Lessee advised as to the date when the Aircraft will be delivered. If they do so agree in
writing such later date shall be the Scheduled Delivery Date. If the parties are unable to
agree on a later Scheduled Delivery Date notwithstanding such delay, Lessee will,
provided such delay has not been caused by Lessor's Gross Negligence or wilful
misconduct, continue to pay Rent hereunder as from the original Scheduled Delivery
Date, subject to Lessor making all reasonable commercial efforts to reduce its costs in
respect of which Rent is calculated under Schedule 7. Without limitation, if the
unavailability of the Aircraft is caused by requisition for hire, Lessor will credit ail
compensation received by it from the requisitioning authority in reduction of its aforesaid
costs.

Intentionally Left Blank
Lessee Acceptance of Aircraft
If Lessee fails to:

{a) comply with the conditions contained in Aticle 7.1 and, in so far as such
requirements are the responsibility of Lessee, Article 7.2 so as to allow Delivery to
take place; or

(b) accept Delivery of the Aircraft when properly offered for Delivery by Lessor in the
condition required under this Agreement,

Lessee will indemnify Lessor for all costs and expenses incurred by Lessor as a result
thereof, provided, however, that Lessee shall not be responsible for any indirect, special
or consequential damages, whether in contact, tort or otherwise, including damages for
lost profits or revenues even if such damages were foreseeable or resulted from a
fundamental breach of this Agreement.

Effect of Delivery

Notwithstanding Delivery of the Aircraft, at all times during the Lease Term Lessor shall
have operational contro! of the Aircraft for the purpose of operating Designated Flights
and maintenance whilst Lessee shall have commercial control of the Aircraft. For greater
certainty "commercial control" shall be interpreted in a manner which is consistent with
applicable regulatory requirements and normal extended charter practice.

CHANGE IN LAW, CHARTER TERMINATION

Change in Law

Witis or, s a result of any change in Law or in the interpretation of any Law after the date

of this Agreement it becomes, unlawful in any jurisdiction for either party (but excluding
any unlawfulness caused by an act or omission of that party) to give effect to any of its
obligations as contemplated by this Agreement or to continue this Agreement that party
may, by nolice in writing to the other, terminate this Agreement, such termination fo take
effect on the latest date (the "Effective Date") on which Lessor and Lessee may continue
the Agreement and such obligations without being in breach of applicable Laws and
Lessee shall forthwith redeliver the Aircraft to Lessor in accordance with Aricle 17 to the
extent compliance is within the control of Lessee, acting in a commercially reasonable
manner. Without prejudice fo the foregoing, Lessor and Lessee will consult in good faith
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up to the Effective Date as to any steps that may be taken to restructure the transaction to
avoid such unlawfulness and to enter into substituie arrangements that are valid, legal
and enforceable and that have the same commercial effect as this Agreement. Each
party shall bear s own cosis arising from such restructuring. Following termination
neither party shall have any further liability to the other hereunder.

Charter or Dry Lease Termination

(a

(b)

The parties acknowledge that, pursuant to the terms of the Charter and the Dry
Lease, the Charter and Dry Lease may terminate before their respective
contractual expiry dates.

if the Charter or Dry Lease terminates, Lessor shall notify Lessee in writing as
soon as reasonably possible and Lessee shall forthwith redeliver the Aircraft to
Lessor in accordance with Article 17, following which this Agreement shall
terminate.

RENT AND OTHER PAYMENTS

Rent and Supplemental Rent

(@)

®

()

(d)

(e)

(f)

Lessee will during the Lease Term pay to Lessor Rent and Supplemental Rent
with respect to each calendar month of during the Lease Term (pro rated where
appropriate, based on a 30 day calendar month) in accordance with Schedule 7.

Not less than 3 Business Days prior to the applicable Scheduled Delivery Date
Lessee shall pay to Lessor the pro rata proportion of Rent and Supplemental Rent
payable with respect to the period from the Scheduled Delivery Date up to and
including the last day of the month during which the Scheduled Delivery Date
oCCurs.

Lessee shall also pay Lessor on demand by way of reimbursement of all costs for
which Lessee is responsible under Article 8.4(h} but which Lessor has incurred or
settled on Lessee's behalf in accordance with Article 6.8;

Not less than 3 Business Days prior to the first day of each month subsequent to
the month in which the Scheduled Delivery Date occurs Lessee shall pay to
Lessor 50% of the Rent and Supplemental Rent payable with respect to the
immediately forthcoming month. In addition, not less than 3 Business Days prior
to the fifteenth day of each month, Lessee shall during the Lease Term pay to
Lessor the remaining 50% of the Rent and Supplemental Rent payable with
respect to such month during which the Rent and Supplemental Rent are payable.

Supplemental Rent paid pursuant to Article 6.1(b) and (d) is calculated on the
basis of the estimated number of Flight Hours due to be flown by the Aircraft in
performance of the Designated Flights as provided pursuant to Schedule 6.
Within 30 calendar days of the end of the Lease Term Lessor shall reconcile the
sum of the Actual Supplemental Rent against the sum of the Supplemental Rent
paid by Lessee. If the sum of the Supplemental Rent paid exceeds the Actual
Supplemental Rent, Lessor shall refund the balance to Lessee within 5 Business
Days of such reconciliation. [f the sum of the Actual Supplemental Rent exceeds
the Supplemental Rent paid, Lessee shall within 5 Business Days of a demand
heing made pay the difference to Lessor.

Rent is payable in advance on the basis of Lessor's budgets prepared pursuant to
Schedule 7.. Within 30 calendar days of the end of the Lease Term, Lessor shail
reconcile the sum of the Actual Renf against the sum of Rent paid by Lessee
pursuant to Article 8.1(b) and {d). If the sum of the Rent paid exceeds the Actual
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Rent, Lessor shall refund the balance within 5 Business Days of such
reconciliation. If the sum of the Actual Rent exceeds the Rent paid, Lessee shall
within 5 Business Days of a demand being made pay the difference to the Lessor.

(9) Any operational costs properly and reasonably incurred by Lessor in the
performance of its obligations under this Agreement and not identified as Rent or
Supplemental Rent shall be for Lessee's account. In respect of any such
payments relating to engineering personnel, crew, etc., such costs shall be
budgeted in advance of the Lease Term and agreed in writing by Lessee.

Lessor's Bank Account

The Rent, Supplemental Rent and any other payment due under this Agreement will be
paid by wire transfer of immediately available US Dollar funds to Lessor's bank account
at:

Royal Bank of Canada
33 City Centre Drive
Mississauga Ontario

Account Name: Skyservice Airlines Inc.
Account Number:; 400-186-3
Transit: 03132

or to such other bank account as Lessor may from time to firme designate by written notice
{"Lessor's Bank"). When it is stated in this Agreement that an instalment of Rent or any
other payment is due or must be paid or made by Lessee hereunder by a specific date,
then such payment actually must be received by Lessor's Bank on or before such specific
date, even if, in order for such payment to be received by Lessor's Bank by such specific
date, Lessee must initiate the wire transfer prior to such specific date.

Default Interest

If Lessor's Bank does not receive the Rent or any other amount on or before the specific
date when due, Lessor will suffer loss and damage the exact nature and amount of which
are difficult or impossible to ascertain. The Lessee will pay Lessor as supplemental Rent
(by way of agreed compensation and not as a penalty) interest on any due and unpaid
amounts payable by Lessee under this Agreement at the Default Rate. Interest will be
calculated at the Default Rate in effect on the date on which the amount was originally
due for the period from and excluding the date the amount originally was due through and
including the date the amount actually is received at Lessor's Bank or, in the case of
Lessor's performance of Lessee's obligations hereunder, from the date of payment by
Lessor through the date of Lessee's repaymerit to Lessor.  Interest at the Default Rate
will accrue on a day to day basis and be compounded monthly.

No Deductions, Withholdings
(a) No Deductions

All payments by Lessee under the Agreement, including without limitation, any
Rent, Supplemental Rent, default interest, fees (including fees, commissions or
other amounts in respect of services rendered in the United Kingdom) indemnities
or any other item, will be made in full without any deduction or (save as set out in
sub-clause (b)) withholding whether in respect of set off (except under Article 6.9},
counterclaim or Taxes imposed in the United Kingdom or any jurisdiction from
which such payments are made.

(b) Withholdings
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In this Article 6.4(b) "Withholding Taxes" means Taxes imposed by any country,
political subdivision or taxing authority thereof, but excluding any Taxes of a
particular jurisdiction imposed on. Lessor by reason of Lessor (i) being organised
under the laws of, or being resident in, such jurisdiction, or {ii) having a permanent
establishment or being otherwise engaged in the conduct of its business in such
jurisdiction other than by reason of entering into this Agreement and enforcing its
rights and receiving payments from Lessee hereunder.

Lessee hereby agrees that:

(i) All payments by Lessee hereunder shall be made free and clear of and
without deduction for, or oh account of, any Withholding Taxes imposed by
any country, political subdivision or taxing authority thereof, unless such
deduction is required pursuant to applicable law. In the event that any
withholding or deduction from any payment to be made by lessee
hereunder is required in respect of any Withholding Taxes pursuant to
applicable law then Lessee will:

(1) pay directly to the taxing authority the full amount required to be so
withheld or deducted,;

(2) promptly forward to Lessor an official receipt or other
documentation satisfactory to Lessor evidencing such payment {o
such authority;

(i) if Lessee fails to pay any Withholding Taxes when due fo the taxing
authority or fails to remit to Lessor the required receipts or other required
documentary evidence, Lessee shall indemnify, defend and hold harmless
Lessor for any incremental Withholding Taxes, interest or penalties that
‘may become payable by Lessor as a result of any such failure;

(i) In the event that Withholding Tax is withheld or deducted from any
payment hereunder or Withholding Tax is directly assessed against Lessor
in respect of any such payment, Lessor shall make reasonable efforts to
recover such Withholding Tax through foreign tax credits in the jurisdiction
of residence of Lessor, to the extent such foreign tax credits are available
to Lessor in respect of such Withholding Tax. If Lessor is not able to fully
recover the Withholding Tax, Lessee shall pay to Lessor such additional
amount or amounts as is necessary to ensure that the net amount of the
payment actually received by Lessor (after all applicable withholdings and
deductions in respect of such additional amount or amounts and after
taking into account any foreign tax credits recovered by Lessor) equals the
full amount Lessor would have received had no such Withholding Tax
been withheld, deducted or assessed. The determination of whether any
Withholding Tax has been fully or partially recovered shall be solely that of
Lessor, acting reasonably, and Lessor shall not be reguired to disclose any
confidential information with respect to its Tax affairs or computations,
including the computations of foreign tax credits, nor shall Lessee be
entitled to examine any of the books, records, financial statements or tax
returns of Lessor. The determination to pay any Withholding Taxes which
may be directly assessed against Lessor shall be made by Lessor in its
sole discretion.

6.5 Value Added Taxes

Subject to the exceptions set forth in Article 11.2, the Rent and other amounts payable by
Lessee under this Agreement are exclusive of Taxes, including without limitation, goods
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and services tax, provincial or hamonized sales tax, any value added tax, tumover tax or
similar tax or duty.

Net Lease

{a) The Lessee's obligation to pay Rent and make other payments in accordance with
this Agreement will be absolute and unconditional under each of the following
circumstances and regardless of other events:

(i) any right of set off {except under Article 6.9), counterclaim, recoupment,
defense or other right {including any right of reimbursement) which Lessee
may have against Lessor, or any other person for any reason, including
any claim Lessee may have for the foregoing;

(i) insolvency, bankrupicy, reorganization, arrangement, readjustment of
debt, dissolution, liquidation, receivership, administration or similar
proceedings by or against Lessee or Lessor;

il invalidity or unenforceability or lack of due authorization of or other defect
in this Agreement; or

{iv) failure or delay on the part of any party to perform its obligations under this
Agreement.

(b} Nothing in Article 6.6(a) shall reduce or affect Lessee's rights under Articles 19.5
and 19.6.

Currency Indemnity

If under any applicable Law, whether as a result of a judgment against Lessee or the
liquidation of Lessee or for any other reason, any payment under this Agreement is
required to be made or recovered in a currency other than Dollars then, to the extent that
the payment (when converted into Dollars at the "rate of exchange" on the date of
payment or, in the case of a liguidation, the |atest date for the determination of liabilities
permitted by the applicable Law) falls short of the amount unpaid under this Agreement,
Lessee will as a separate and independent abligation, fully indemnify Lessor against the
amount of the shortfall. If the amount received by Lessor upon converting the payment
into Dollars exceeds the amount payable under this Agreement, Lessor will remit such
excess to Lessee. For the purposes of this paragraph "rate of exchange” means the rate
at which Lessor is able on the relevant date to purchase Dollars in Toronte, New York or
London (at Lessor's option) with such other currency.

Lessor Performance of Lessee Obligation

(a) Throughout the Lease Term, Lessee agrees fo pay its debts in connection with the
operafion of the Aircraft, including (without limitation) surcharges and departure
taxes, prior to such payments becoming overdue. If Lessor becomes aware that
Lessee is overdue with any of its debts in connection with the operation of the
Aircraft, Lessor shall notify Lessee of the relevant third party supplier involved and
the nature of the payment to be made. The Lessee shall then have fifteen
calendar days to satisfy such payments and to provide Lessor with proof of such
payment failing which Lessor may (without being in any obligation to do so or
responsible for so doing and without prejudice to the ability of Lessor to treat such
noncompliance as a default) make such payment directly to such third party
supplier on behalf of Lessee whereupon Lessee shall become liable to pay in
accordance with sub paragraph {b) any sums expended by Lessor together with
all costs and expenses in connection therewith,
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The foregoing shall not apply to such debls to the extent such debts are being
contested in good faith by appropriate proceedings, Lessee has provided
adequate reserves for the payment of such debts and such proceedings or the
continued non payment of such debts do not give use to any likelihood of any lien,
sale, forfeiture or other loss of the Aircraft or any interest therein.

{b)  If Lessee fails to perform any other obligation required under this Agreement
within the period permitted for the performance of such obligation, Lessor may
(but is not required to) at its election and without waiver of its rights perform such
obligation. Within seven Business Days after written notice to Lessee of the
amount paid by Lessor on behalf of Lessee, Lessee will repay such amount to
Lessor together with interest at the Default Rate. Such payment fo Lessor will be
payable by Lessee to Lessor hereunder. Any payment, performance or
compliance by Lessor of a Lessee obligation under this Agreement will not affect
the occurrence or continuance of a Default or Lessee Event of Defauli, as the
case may be.

Set-Off

Lessee may set-off any amounts which are overdue and payable by Lessor, and which
are not being disputed in good faith and on reasonable grounds, under any agreemeant
between Lessor and Lessee against any past due obligation or amount owed and payable
by Lessee to Lessor and regardless of the place of payment or currency. If the
obligations are expressed in different currencies, Lessee is authorised by Lessor to
convert either obligation at the market rate of exchange in London for the purpose of the
set-off.

PRE-DELIVERY AND DELIVERY DOCUMENTARY AND OTHER REQUIREMENTS
Pre Delivery Requirements

The Lessee will do each of the following prior fo the first Scheduled Delivery Date within
the time frames set forth below (save to the exient that any of the same are waived or
deferred by Lessor):

(a) (i) On or before execution of this Agreement, Lessee will deliver to Lessor
copies of resolutions of the Board of Directors of Lessee or other written
evidence of appropriate corporate action, duly cerifying and authorizing
this Agreement and the execution, delivery and performance of this
Agreement and the transactions contemplated hereby, together with an
incumbency certificate as to the person or persons authorized to execute
and deliver documents on behalf of Lessee hereunder.

(i} an opinion of its in-house English counsel in a form approved by Lessor.

(b At least three Business Days prior fo each Scheduled Delivery Date, Lessee will
do each of the following:

(i pay to Lessor the first instalment of Rent and Supplemental Rent, in
accordance with Article 6.1;

(ii) provide Lessor with documents evidencing that Lessee has obtained any
necessary licenses for the importation and ferrying of the Aircraft into the
United Kingdom and that all applicable customs duties, goods and
services, taxes and sales taxes in respect of the Aircraft have been



-13- Page 207 of Motion Record
discharged by Lessee (or arrangements satisfactory to Lessor have been
made for obtaining or paying for the same);

{ii) provide Lessor with documents reasonably requested by Lessor
evidencing the issuance of each approval, license and consent which may
be required in connection with the remittance to Lessor of any amount
payable under this Agreement or the performance by Lessee of any of its
obligations thereunder (including without limitation any exchange control
approval);

(iv) evidence satisfactory to Lessor acting reasonably that Lessee's process
agent has accepted its appointment as such pursuant to Article 21.4; and

(v provide fo Lessor the insurance certificate and brokers letter of
undertaking required under Article 13.

7.2 Delivery Requirements
On the Delivery Date, each of the following will occur:

(a) Lessee will deliver a certificate signed by an officer of Lessee stating all of the
following:

0] the representations and warranties contained in Article 15 are true and
accurate on and as of each Delivery Date as though made on and as of
such date (except to the extent that such representations and warranties
relate solely to an earlier date);

(i} no Default has occurred and is continuing or will result from Lessee's lease
of the Aircraft under this Agreement.

{b) If requested by Lessor, Lessee will provide evidence to Lessor that all filings,
recordings and registrations required under the laws of England and Wales have
been made and actions have been taken which are necessary or desirable to
ensure the validity, effectiveness and enforceability of this Agreement and to
establish, perfect and protect the rights and interests of Lessor and Owner in the
Aircrait.

8. OPERATION OF AIRCRAFT

8.1 The Lessor agrees to maintain, service, repair, modify, overhaul and test the Aircraft so as
1o keep the Aircraft in good operating condition in accordance with all applicable rules and
regulations.

82 During the Lease Temm, Lessee shall not be entitled to require the Aircraft to be flown
except by pilots and maintained except by technicians employed by Lessor and only in
accordance with the terms of all the cerificates, licences and permissions now or
hereafter granted to Lessor by the Aviation Authority.

8.3 The Lessor will retain for the duration of the Lease Term the sole right to decide and shall
be solely responsible for all operational matters in connection with the operation of the
Aircraft. Without prejudice to the generality of the foregoing:

{a) Lessor will provide 24 hour flight watch and technical control;

{b) the Aircraft Captain shall have absolute discretion on any matters relating to the
operation of the Aircraft during flight and shall have absolute discretion regarding
the initiation and termination of any flight; provided however that Lessor shall
cause a repert containing reasons for any delay caused in any flight that was



8.4

(c)

(d)
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authorised by the Captain thereof in accordance herewith to be delivered to
Lessee as soon as reasonably possible thereafter:

" Lessor may perform a flight only according to the terms of the relevant air

transport licence issued to Lessor by the Aviation Authority;

Lessor shall at the written request of Lessee replace any flight crew member with
a suitable substitute should such crew member be proven to Lessor's reasonable
satisfaction to have performed any act of misconduct which, if proven, would give
to Lessor the right to dismiss such flight crew member.

The |essee shall:

(a)

(b)
()

(d

(e)

N
9

(n)

provide for each flight all food, diink and other consumable on-board stores as
detemmined by Lessee including relatied administrative duties of purchasing,
customer complaints and merchandise credits and returns;

provide fuelling facilities and provide all fuel, cil and lubricants for each flight;

provide all passenger baggage and aircraft ground handling including
administrative duties regarding misdirected or iost baggage and pay for all
associated costs;

obtain all necessary formalities and clearances required by Customs authorities in
the United Kingdom required in connection with this Agreement, the Aircraft,
Lessor's personnel required in c¢onnection with this Agreement and Support
Inventory both at the start of the Lease Term and at return of the Aircraft at its
end;

obiain all arrival and departure slots at the relevant airports in order to conduct
Designated Flights;

clean the interior of the Aircraft after every landing;

promptly inform Lessor's Operations Department (details of which will be provided
by Lessor to Lessee) by telephone, confirmed by facsimile, of any circumstance or
event of which Lessee has knowledge and which could lead to the cancellation of
a Designated Flight;

arrange, incur and be responsible for all direct operating costs (excluding those
items set out in Schedule 7) associated with the operation of the Aircraft during
the Lease Term, and for timely settiement of the relevant costs, (save that where
the Lessor is required/permitted to seftle such amounts pursuant to this
Agreement the Lessor may also demand reimbursement of such costs} including
but not limited to:

{1} All ferry and positioning flight costs relating to maintenance
positioning and delivery flights to and from Canada to United
Kingdom airport(s) of Delivery and Redelivery.

(2) Costs and expenses with respect to provision of on board catering
for passengers and crew, dry stores and provision of on board bars
and duty free goods.

{3) All costs and expenses relating to passenger and baggage check
in and handling, cargo handling, ramp handling including but not
limited to provision of ground power, de-icing, push back, tow bars,
passenger steps, loading and unloading of passenger baggage
and catering equipment, interior cleaning of Aircraft and servicing
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potable water and toilets, security, hangarage, safe storage and
parking of the Aircraft when not engaged in performing Designated
Flights.

Overflying, landing, airport, navigation and communication fees,
ramp and parking charges, route licences, operating permissions,
airport slots, passenger taxes, security charges, passenger tickets,
and airway bills.

All insurance premiums for passenger and cargo liability insurance
for which Lessee is responsible under Article 13.2

Customs, duties, taxes or levies.
Rental costs of hangar for performance of "A" and "2A" checks.

Deadhead positioning and depositioning of Lessor's crew over
Lessee's network as required to fulfil the Designated Flights or
other permitted flights.

Fuel, oil and lubricants.

Flight communications and CFP (via the Lessors SITA access
code), WXR, NOTAMS.

Office and stores accommodation for lessor's engineers and
aircraft spares (including fax, networked PC, SITA and an
international telephone line).

Travel costs to and from the United Kingdom, hotel
accommodation and per diems for Lessor's training staff required
to train Lessee Cabin Crew to Lessor's operational standards,
costs of training material and the provision of and costs of suitable
training accomrmodation.

Such hire or supply of car or van as appropriate for transporiation
of Lessor's staff between their place of accommodation and place
of work.

Accommodation costs {including breakfast) for pilots and cabin
crew during stopovers outside the United Kingdom as a result of
performing Designated Flights.

All publicity material for the Aircraft of the nature generally used by
the Lessee in its own operations identifying Lessee as carrier.

All costs of any third party or Government Entity in connection with
the operation of the Aircraft which would be payable by Lessee if
the Aircraft was owned and operated by Lessee.

Al all times during the Lease Term when the Aircraft is not under the control of the
Lessor's flight deck crew pursuant to Article 8.3 for the purpose of operating
Designated Flights or under the control of Lessor's engineering personnel for
carrying out maintenance tasks, Lessee shall arrange the safe storage, parking,
hangarage and security of the Aircraft.

Lessee will pay to Lessor monthly in arrear third party war risk liability premium
surcharges. Payments shall be made on the later of the two dates in each month
on which Rent is payable.
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The Lessee shall ensure that each passenger fo be carried on the Aircraft shall be
supplied with a passenger ficket and baggage check of Lessee in a form acceptable to
Lessor showing the passenger's name and places of depariure and destination and any
agreed stopping places and that any air waybill required to be issued shall be supplied to
the relevant parties correctly completed in accordance with the provisions of the Warsaw
Convention. The Lessee shall further ensure that all such passenger tickets and baggage
checks comply with any relevant requirements of the International Air Transport
Association and of all applicable regulations and that all air waybills have been correctly
completed as aforesaid and meeting any International Air Transport Association or other
requirements.

The Lessor shall not be liable to Lessee for any liability, claim, loss, damage or expense
of any kind or nature caused by any delay in providing or failure to provide any service
Lessor is required to provide hereunder or any interruption or loss of service or use of the
Aircraft or any loss of profif, business or other consequential loss or damage or any loss
or damage whatsoever and howsoever caused as a resulf of such loss of use of the
Aircraft, unless caused by the Gross Negligence, wilful misconduct or recklessness of
Lessor. Without prejudice to the generality of the foregoing, Lessor shall not be liable to
supply an aircraft in lieu if the Aircraft or any part thereof is lost, damaged, rendered unfit
for use, confiscated, seized, requisitioned, restrained or appropriated.

Lessee further underiakes, acknowledges, understands and agrees with Lessor as
follows:

(a) Information concerning the Aircraft

Lessee will promptly provide Lessor with such information regarding the location,
operation, use, insurance, maintenance and condition of the Aircraft as Lessor
may from time to time reasonabiy require, including, without limitation, details of
any incident or damage which could affect the airworthiness, safe operation, or
serviceability of the Aircraft and copies of any agreement refating to the Aircraft in
Lessee’s possession subject to any confidentiality obligations in any such
agreement;

(b) Pilots

that the Aircraft shall not be operated otherwise than by pilots to be provided by
Lessor as more particularly described in Schedule 5;

(5] Engineers

that the Aircraft is not to be maintained otherwise than by qualified, authorised and
duly licensed technicians under the supervision of the engineering staff to be
provided by Lessor as more particularly described in Schedule 5;

() Cabin crew

Lessor shall train Lessee cabin crew to perform Designated Flights on the Aircraft.
Lessee will procure that the Aircraft is not operated otherwise than with cabin crew
to be provided by Lessee and who have successiully completed Lessor training
and shall provide such cabin crew as are necessary for the performance of
Designated Flights in accordance with the following terms and conditions:

(i) all Lessee cabin crew shall be fully qualified on the Aircraft and fluent in
the English language. lLessee shall on request provide Lessor with -
information regarding background, gualifications and employment history
of all such cabin crew;
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(i) alf cabin crew shall be and remain employees of Lessee and accordingly
the responsibility of Lessee during the Lease Term;

(iii) Lessee shall appoint a senior cabin crew supervisor who is trained to
Lessor's standard (above and hereinafter, Lessee cabin crew supervisor).
The Lessee cabin crew supervisor shall forward all safety-refated concerns
to the Lessor’s Flight Attendant Manager;

{iv) all cabin crew shall be required to complete satisfactorily all applicable
provisions of Lessor's training programme for cabin crew for the purpose
of performing Designated Flights upon the Airgraft. All training shall be
conducted by Lessor;

v) Lessee agrees to supply sufficient number of suitable cabin crew for
training by Lessor so as to fully staff the Aircraft at all times in
contemplation of employee vacation, illness, discharge from sefvice and in
recognition that such cabin crew must be solely dedicated to this Aircraft
{and no other aircraft for which Lessee supplies cabin crew) for the Lease
Term and that no substitute cabin crew from any other aircraft will be
permitted to perform upon the Aircraft at any time during the Lease Term;

{vi} all cabin crew shall at all times be subject to, and shall comply with, all
applicable rules, regulations and procedures and whilst on the Aircraft
shall be subject to the authority, supervision and direction of the captain of
the Aircraft;

(vii)  at the discretion of the captain of the Aircraft in consultation with Lessee's
cabin crew supervisor, any cabin crew member may be discharged from
service to Lessor. A discharged cabin crew member shall not be eligible
for subsequent service on the Aircraft. If a cabin crew member is
discharged, Lessee shall promptly provide a replacement in accordance
with the provisions of this Article;

(viii) Lessee represents that the provision of cabin crew in accordance with the
terms of this Agreement will not violate any applicable Laws, rules,
regulations or policies applicable to Designated Flights or any cabin crew
association agreement or other agreement to which it is a pary or
otherwise may be bound; '

(ix) Lessee shall provide a full cabin crew for each Designated Flight and. in
any event the minimum number of cabin crew required by applicable
safety and regulatory requirements for each Designated Flight;

[44] Lessee uniforms shall be wom by cabin crew on the Aircraft during the
Lease Term; and

{xi) Lessee shall be responsible for cabin crew rostering. Such rostering and
rostering times will comply with whichever of (1) Canadian flight time
regulations and guidelines or (2) United Kingodm flight time regulations
and restrictions, are more restrictive;

Traffic documents

Lessee will be responsible for all traffic documents including (but not limited to)
passenger fickets, baggage checks and airway bills and all other documents
required under any applicable Law; shall ascertain and comply with and ensure
that all passengers and any owners having or claiming any interest in any cargo
carried in the Aircraft comply with the conditions of carriage contained or referred
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to in Lessee's regulations and directions made by the Aviation Authority or any

other Government Entity; and shall procure that all such conditions, licences, laws,
regulations and directions referred to in this clause shall be incorporated in all
contracts it makes with any passengers or freight shippers for any flight pursuant

to this Agreement;

\j] Passenger documentation

Lessee will procure that all passengers hold all necessary passporis, visas, health
and other certificates to secure transit through any intermediate points and entry
into the country of destination of each flight pursuant o this Agreement and in the
event that any authority refuses entry to any passenger(s) in any circumstances
then the costs of transporting that passenger(s) to any point deemed appropriate
by such authorities together with the cost of accommodation, fines and charges of
whatsoever nature arising from denied entry will be the sole responsibility of
Lessee;

{g9) Insurances

(i) the Aircraft shall not be used or operated in violation of the terms of any
insurance policies relating to the Aircraft required by this Agreement or its
operation or in any geographical area not covered by such policies of
insurance or in any manner which will suspend the coverage of or make
applicable any exclusion provision of such policies of insurance;

i} Lessee shall not do, or omit to do, or permit to be done, or leave undone
anything whereby any required insurance would or might reasonably be
expected to be rendered, in whole or in part, invalid or unenforceable and,
without prejudice to the foregoing, shall not use or keep or pemit the
Aircraft or any part thereof to be used or kept for any purpose, in any
manner or in any place not covered by the required insurance; or

(i) Lessee shall not cause or permit the Aircraft fo be employed, used, kept or
located in any place or in any manner for any purpose inconsistent with the
terms of or outside the coverage provided by any required insurances;

(h) Designated Flights

Lessee acknowledges and agrees that the Aircraft is not to be flown other than
within the Areas of Operation and on Designated Flights.

If Lessee wishes the Aircraft to be operated outside the Areas of Operation,
Lessee shall notify Lessor of its request in writing at least fifteen (15) business
days prior to the intended flight and Lessor shall promptly reply by accepting or
denying the Lessee’s request (such acceptance or denial to be in Lessor's sole
discretion, acting reasonably),

{i) Licences etc.

Subject to Article 8.8, Lessee shall obtain all necessary permits and licences from
the competent authorities in the relevant jurisdictions for each Designated Flight;
and

(i) Access to Aircraft

Lessor shall permit (i) authorised representatives of Lessse to fly in the cockpit of
the Aircraft as observers from time to time, subject to applicable Law; and (ii)
Lessee and any person designated by Lessee to visit and inspect the Aircraft and
the records maintained in connection therewith, in each case (a) at Lessee's sole
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risk and expense (b) s¢ as not to interfere with the operation or maintenance of
the Aircraft.

Lessor's Authorities

Throughout the Lease Term Lessor shall use its reasonable commercial efforts to obtain
all necessary pemits and licenses from the competent authorities in the State of
Registration for:

(a) training of Lessee's cabin crew;

(b) Delivery of the Aircraft;

{c) provision of Lessor's personnel required to perform its obligations hereunder; and
{d) initial Support Inventory on or before th'e applicable Delivery Date.

Shouid any such permits or authorisations or licences not be available at any time
because of the refusal or cancellation of same by the relevant authority, such event may
be treated as an event of Force Majeure by Lessor.

SUBLEASES

Lessee will not sublease or otherwise pemit any other Person to have possession of the
Aircraft or any part thereof except for the purposes of maintenance or repairs permitted
under this Agreement without the prior written consent of Lessor.

TITLE AND REGISTRATION

Lessee shall have no right, title or interest in or to the Aircraft andfor the Engines except
as provided herein. The Lessee at its sole cost and expense shall do all filings,
recordings or acts and things which Lessor or any Owner may require in the United
Kingdom fo preserve the title and interests of Lessor and Owner to the Aircratt.

TAXES
General Obligation of Lessee

Except as set forth in Article 11.2, Lessee agrees to pay to the relevant Government
Entity on a timely basis and to indemnify and hold harmless Lessor on an after-tax basis
from ali present or future Taxes and any interest or penalties with respect to or resulting
from any delay or omission to pay such Taxes, however or wherever imposed (whether
imposed upon Lessee, Lessor, or Owner on all or part of the Aircrafi, the Engines or
otherwise), by any Government Entity upon or with respect fo, based upon or measured
by any of the following:

(a) the Aircraft, Engines or any Parts;

(b the use, cperation or maintenance of the Aircraft or carriage of passengers or
freight during the LLease Term and services rendered in relation thereto;

{c) the Dry Lease, this Agreement, all payments made thereunder and hereunder and
the terms and conditions thereof and hereunder;
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Where Taxes for which Lessor is indemnified under this Article 11.1 have been paid by

Lessor or Owner, Lessee agrees to indemnify Lessor on an afterdax basis for the full

amount of any and all such Taxes and any liabilities (including penalties, interest and
expenses) of Lessor and or Owner arising from or with respect to such Taxes, whether or

not such Taxes or lizbilities were correctly or legally asserted. Payment under this
indemnification will be made within ten (10) business days from the date Lessor makes

written demand for if. A certificate as to the amount of such Taxes submitted to Lessee

by Lessor will be conclusive evidence, absent manifest error, of the amount due from

Lessee to Lessor,

11.2  Exceptions to Indemnity
The indemnity provided for in Article 11.1 does not extend to any of the following Taxes:

(@) Taxes which are imposed by (1) the United Kingdom or {2) Canada {or any
province, state or terrifory thereof) on the net income, gross receipts, capital, net
worth, capital gains, corporate franchise, turnover or net worth of Owner and
Lessor respectively;

(b} Taxes which are imposed by any state or jurisdiction with respect fo or measured
by the net income, gross receipts, capital, net worth, capital gains, corporate
franchise or turnover of Lessor or Owner and which arise solely fromn Lessor's or
Owner's business and operations in such state or jurisdiction other than with
respect to the Aircraft, this Agreement and the Dry Lease and related services
rendered in the United Kingdom;

{c) Taxes which are imposed on the sale or other transfer of Lessor's or Owner's
interest in the Aircraft, this Agreement and the Dry Lease {other than any sale or
ofher transfer arising as a result of an Event of Default);

(d) Taxes =attributable fo the period in respect of a period prior to Delivery or after
return of the Aircraft to Lessor in accordance with this Agreement; or

{e) Taxes attributable to Lessor's or Owner's Gross Negligence, wilful misconduct or
breach of this Agreement or the Dry Lease.

11.3 After Tax Basis

The amount which Lessee is required to pay with respect to any Taxes indemnified
against under Article 11.1 is an amount sufficient to restore Lessor and/or Owner on an
after tax basis to the same position Lessor and/or Owner would have been in had such
Taxes not been incurred. In respect of payment of an amount that is subject to Taxes that
are indemnified against under Article 11.1 hereof, including, without limitation, payments
referred to in Article 8.3 hereof, payment on an after-tax basis means the amount of such
payment plus such additiohal amount as may be necessary to ensure that the recipient
receives a net amount equal to the full amount that would have been received had the
payment not been subject to Taxes indemnified against under Article 11.1. For the
purposes of determining the amount of Taxes which may be eligible in any particular
circumstances, no regard will be had to any pemitted deductions, offsets or other benefit
available to or deducted by the recipient in computing its income, taxable income or
Taxes.

11.4  Timing of Payment

Any amount payable to Lessor pursuant to this Article 11 will be: paid within ten days after
receipt of a written demand therefore from Lessor accompanied by a written statement
describing in reasonable detail the basis for such indemnity and the computation of the
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amount so payable provided, however, that such amount need not be paid by Lessee
priorto the eariier of; :

(a) the date any Tax is payable to the appropriate Government Entity or taxing
autherity; or

(b} in the case of amounts which are being contested by Lessee in good faith or by
Lessor pursuant to Article 11.5, the date such contest is finally resolved,

11.5 Contests

If claim is made against Lessor for Taxes with respect to which Lessee is liable for a
payment or indemnity under this Agreement, Lessor will promptly give Lessee notice in
writing of such claim provided, however, that Lessor's failure to give notice will not relieve
Lessee of its obligations under this Agreement unless such failure materially impairs or
precludes Lessee's ability to contest the claim. So long as:

(a) a contest of such Taxes does not involve any danger of the sale, forfeiture or loss
of the Aircraft or any interast therein;

{b) if Lessor so requests, Lessee has provided Lessor with an opinion of independent
tax counsel that a reasonable basis exists for contesting such claim; and

(c) adequate reserves have been made for such Taxes or, if required, an adequate

bond has.been posted, then Lessor at Lessee's written request will in good faith,

-with due diligence and at Lessee's expense, contest (or permit Lessee to contest

in the name of Lessee or Lessor) the validity, applicability or amount of such
Taxes.

116 Refunds

Upon receipt by Lessor of a refund of all or any part of any Taxes (including any additional
amounts in respect of Withholding Taxes referred to in Article 6.4(b))} which Lessee has
paid, Lessor will pay to Lessee the net amount of such Taxes refunded. The
determination of whether any refund of Taxes received by Lessor is in respect of Taxes
which Lessee is obligated to indemnify Lessor against and which Lessee has paid shall
be made by Lessor in its sole discretion.

11.7 Cooperation in Filing Tax Returns

Lesseea and Lessor will cooperate with one ancther in providing information which may be
reasonably required to fulfil each party's tax filing requirements and any audit information
request arising from such filing.

11.8 Mitigation

In the event that Lessee is cbligated to indemnify Lessor for any Tax pursuant to
Article 11.1, at Lessee's request, Lessor and Lessee will cooperate to restructure the
leasing of the Aircraft under this Agreement in order to avoid or mitigate such
indemnification liability, provided that such restructuring does not alter the fundamental
rights, obligations and risks of the parties hereunder. The cost of any such restructuring
will be borne by Lessee.

11.9 Survival of Obligations

The representations, warranties, indemnities and agreements of Lessee provided for in
this Article 11 will survive the Termination Date.
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12. INDEMNITIES

121 Lessor Indemnity

(a) Lessor shall be responsible for damage caused to the Aircraft during the [ease
Term and shall defend and hold Lessee harmiess against any claims for damage
50 caused, subject to Article 12.2 below.

{b) Lessor hereby agrees fo assume liability for and to defend, indemnify and hold
Lessee and its officers, directors, agents and employees harmless from and
against any and all liabilities, claims, demands, suits, judgements, damages and
losses including the costs, expenses and reasonable legal fees connected
therewith or incident thereio ("Losses"), asserted, brought or claimed against
Lessee by any third parties or other persons in connection with Lessor's
performance of its obligations under this Agreement excluding:

{ those Losses arising out of claims or demands made by, or in relation to,
passengers, baggage, cargo and mail,

(i) those Losses arising out of the Gross Negligence and/or wilful misconduct
of Lessee, its officers, directors, agents or employees, and

iii} those Losses for which Lessee has otherwise assumed liability under the
terms and conditions of this Agreement.

{c) Lessor hereby agrees to assume liability for and to defend, indemnify and hold
Lessee and its officers, directors, agents and employees harmless from and
against all Losses asserted, brought or claimed against Lessee for death of or
injury to any officer, director, agent or employee of Lessor provided that such
death or injury does not arise out of or involve any Gross Negligence and/or wilful
misconduct of Lessee, its officers, directors, agents or employees.

12.2 Lessee Indemnity

(a) Lessee shall be responsible for any damage, destruction or maintenance failure
caused to the Aircraft oceurring as a result of, an act or omission of Lessee or of
Lessee's officers, directors, contractors, agents or employees.

{b) Lessee hereby agrees to assume liability for and to defend, indemnify and hold
Lessor, Owner and their respective officers, directors, agents and employvees (the
"Indemnified Parties™) harmless from and against any and all Losses asserted,
brought or claimed against any one or more of the Indemnified Parties arising from
Lessee's performance of its obligations under or in connection with this
Agreement, in the following instances:

(i} for death of or injury to passengers andfor the loss of, or damage to
property on board the Aircraft (excluding the Aircraft), including baggage,
cargo and mail;

{ii) for death of or injury to any officer, director, agent or employee of Lessee

provided that such death or injury does not arise out of or involve any Gross
Negligence and/or wilful misconduct on part of Lessor or Owner or their respective
officers, directors, agents or employees.

12.3  After Tax Basis

The amount which Lessor or Lessee (as the case may be) will be required to pay with
respect to any Losses indemnified against under Ardicle 12.1 or Article 12.2 (in such
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capacity an "Indemnifying Party”) that is subject to Taxes in the hands of the indemnitee

will be the aforesaid amount plus such additional amount as may be necessary to ensure

that indemnitee receives a net amount equal fo the full amount that would have been

received had the payment not been subject fo such Taxes. For the purposes of
determining the amount of Taxes which may be payable in any particular circumstances,

no regard will be had to any permitted deductions, offsets or other benefit available to or
deducted by the indemnitee in computing its income, taxable income or Taxes.

124 Timing of Payment

Lessee or Lessor {as the case may be) will pay an indemnitee for Losses pursuant to this
Article 12 within seven Business Days after receipt of a written demand therefor from such
indemnitee accompanied by a written statement describing in reascnable detail the basis
for such indemnity.

12.5 Subrogation

Upon the payment in full of any indemnity pursuant to this Article 12 by the Indemnifying
Party, the Indemnifying Party will be subrogated to any right of the Indemnitee in respect
of the matier against which such indemnity has been made.

12.6 Notice

Each indemnitee and each Indemnifying Party will give prompt written notice one to the
other of any liability of which such party has knowledge for which an Indemnifying Party is,
or may be, liable under Afticle 12.1 provided, however, that failure to give such notice will
not terminate any of the rights of indemnitees under this Article 12 except to the extent
that an Indemnifying Party has been materially prejudiced by the failure to provide such
notice.

12.7 Refunds

If any indemnitee obtains a recovery of all or any part of any amount which an
Indemnifying Party has paid to such indemnitee, such indemnitee will pay to such an
Indemnifying Party the net amount recovered by such indemnitee.

12.8 Defense of Claims

An Indemnifying Party and its insurers will have the right (in each such case at such an
Indemnifying Party's sole expense) to investigate or, provided that such Indemnifying
Party or its insurers have not reserved the right to dispute liability with respect to any
insurance policies pursuant to which coverage is sought, defend or compromise any claim
covered by insurance for which indemnification is sought pursuant to Article 12 and each
indemnitee will cooperate with the Indemnifying Party or its insurers with respect thereto.
If the Indemnifying Party or its insurers are retaining attorneys to handle such claim, such
counsel must be reasonably satisfactory to the indemnitees. If not, the indemnitees will
have the right to retain counsel of their choice at the Indemnifying Party’s expense.

12.9  Survival of Obligation

Notwithstanding anything in this Agreement to the contrary, the provisions of this
Article 12 will survive the Temmination Date and continue in full force and effect
notwithstanding any breach by Lessor or Lessee of the terms of this Agreement, the
termination of the lease of the Aircraft to Lessee under this Agreement or the repudiation
by Lessor or the Lessee of this Agreement.
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INSURANCE

The Lessor shall carry and maintain, at its sole cost and expense and throughout the
Lease Term, and provide Lessee with evidence of the following insurances:

(a) "All Risks" hull insurance on the Aircraft including ali flight and ground risks and
ingestion coverages in United States Dollars on an agreed value basis for such
amount as the Lessor shall deem appropriate;

(b} "War Risks" hull insurance which shall include confiscation, requisition, hijacking,
strikes, riots, malicious damage and civil commeotion and any other risks excluded
from the "All Risks™ insurance described in Article 13.1{a) by any exclusion
therein of these and/or similar risks in United States Dollars on an agreed value
basis for such amount as the Lessor shall deem appropriate;

{c) “Aircraft Third Party and aircraft general third party liability” insurance {bodily
injury/property damage) for a combined single limit of not less than $750,000,000
for any one accident or series of accidents arising out of one event (but excluding
Passenger (including passengers baggage and personal effects), cargo and mail
legal lizbility), (including to the fullest extent available from the leading
intemational insurance markets, War & Allied Perils). Such insurance shail:

(i) include the Lessee and the Owner and their respective directors, officers,
employees, agents and servants as additional named assureds ("Lessee
Additional Assureds™);

(ii) provide that all the provisions thereof, except the limits of liability, shall
operate to give the Lessee Additional Assureds the same protection as if
there were a separate policy issued to the Lessee Additional Assureds;

iii) be primary and without right of contribution from cther insurance which
may be available to the Lessee;

(iv) provide that the insurance shall not be invalidated, so far as concems the
Lessee Additional Assureds, by any act or omission (including non-
disclosure and misrepresentation) by the Lessor or any other person and
insure the inferests of the Lessee Additional Assureds regardless of any
breach or violation by the Lessor or any other person of any term,
condition or warranty contained in such policy, provided that the -Lessee
Additional Assureds have not caused, contributed to or knowingly
condoned the said act or omission;

V) provide for worldwide coverage (subject only to such exceptions as the
Lessor may notify Lessee in writing);

(vi) provide that the insurers shall waive any right of subrogation against the
Lessee Additional Assureds;

{viij provide that the Lessee Additional Assureds shall not be liable for any
premiums in respect thereof, and that the insurers shall not exercise any
right set-off or counterclaim (other than in respect of unpaid premiums with
respect to the Aircraft) against the interest of the Lessee Additional
Assureds;

(vii}  provide that the Lessee Additional Assureds will be promptly notified in the
event of cancelfation or of any material change in the Insurances or in the
event that any premium or instalment of premium shall not be paid when
due and that the Insurances shall continue unaltered for the benefit of the
Lessee Additional Assureds for at least 30 days afler issue by the insurers
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of any such notification, except in the case of War Risks for which seven
days' notice {or such lesser period as may be customarily available in
respect of War Risks or Allied Perils) will be given, or in the case of war
between any of the five great powers, or Nuclear Peril for which
termination is automatic; and

(ix) shall have no deductible other than one which is standard amongst
insurers of interationally recognised standing in the field of aviation
insurance.

13.2 The Lessee shall carry and maintain, at its sole cost and expense throughout the Lease
Term, and provide Lessor with evidence satisfactory to Lessor of passenger, baggage,
mail, cargo and legal liability insurance in respect of this Agreement and the Aircraft for a
combined single limit of not less than $750,000,000 any one occurrence for bodily injury
and property damage. Such insurance shafl:

(a) include the Lessor and Qwner and their respective directors, officers, agents,
servants and employees as additional named assureds ("Lessor Additional
Assureds");

(b} provide that all the provisions thereof, except the limits of liability, shall operate to
give the Lessor Additional Assureds the same protection as if there were a
separate policy issued to the Lessor Additional Assureds;

(c) be primary and without right of contribution from other insurance which may be
available to the Lessor Additional Assureds;

(d) [Provide that the insurance shall not be invalidated, so far as concerns the Lessor
Additional Assureds by any act or omission (including non-disclosure and
misrepresentation) by the Lessee, or any other person and insure the interests of
the Lessor Additional Assureds regardless of any breach or violation by the
Lessee or any other person of any ferm, condition or warranty contained in such
policy, provided that the Lessor Additional Assureds have not caused, contributed
to or knowingly condoned the said act or omission;

(e) provide for worldwide coverage (subject only to such exceptions as the Lessor
may agree in writing);

() provide that the insurers shall waive any right of subrogation against the Lessor
Additional Assureds;

(9) provide that the Lessor Additional Assureds shall not be liable for any premiums in
respect thereof, and that the insurers shall not exercise any right set-off or
counterclaim (other than in respect of unpaid premiums with respect to the
Aircraft) against the interest of the Lessor; and

(h) provide that the Lessor Additional Assureds will be promptly nofified in the event
of cancellation or of any material change in the Insurances or in the event that any
premium or instalment of premium shall not be paid when due and.that the
insurances shall continue unaltered for the benefit of the Lessee and its, directors,
officers, agents and employees for at least 30 days after issue by the insurers of
any such notification, except in the case of War Risks for which seven days’ notice
{or such lesser period as may be customarily available in respect of War Risks or
Allied Periis) will be given, or in the case of war between any of the five great
powers, or Nuclear Peril for which termination is automatic.
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13.3  Notwithstanding Article 13.1, the parties acknowledge that third party war risk coverage
as of the date of this Agreement is limited to $50 million with excess coverage provided by
the Government Entity in the State of Registration.

If such cover ceases to be available from or through the relevant Government Entity in the
State of Registration, Lessor will obtain such cover as is available on commercially
reasonable terms from the applicable insurance markets on at least the same basis as
other operators of commercial passenger aircraft.

14, UNAVAILABILITY AND TOTAL LOSS
141 Unavailability

(a) If the Aircraft becomes unavailable to perform Designated Flights, Lessor shall
promptly notify Lessee of such unavailability and Lessee may arrange for and
provide during such period of unavailability a substitute aircraft to perform the
Designated Flights.

{b) Lessor and Lessee shall consult throughout the period of unavailabiiity with a view
fo avoiding or reducing such unavailability and Lessor shall continue to keep
Lessee advised as to the date when the Aircraft shall be available again.

(c) Notwithstanding the unavailability of the Aircraft or the arangement of a substitute
aircraft, Lessee will continue to pay Rent hereunder, subject to Lessor taking all
reasonable efforts to reduce its costs in respect of which Rent is calculated under
Schedule 7. Without limitation, if the unavailability of the Aircraft is caused by
requisition for hire, Lessor will credit all compensation received by it from the
requisitioning authority in reduction of its aforesaid costs. Further, the parties
agree that if the unavailability has been directly caused by the Gross Negligence
or wilful misconduct of Lessor, Rent for the period of unavailability shall be
reduced by the amount of the fee referred to at Schedule 7 paragraph 2(o) pro
rata.

14.2 Total Loss

In the event of a Total Loss prior to or during the Lease Term, this Agreement shall
terminate in which event neither party shall have any further liability to the other under this
Agresment.

15. REPRESENTATIONS, WARRANTIES AND COVENANTS OF LESSEE
15.1 Representations and Warranties

Lessee represents and warrants the following to Lessor as of the date of execution of this
Agreement and as of each Delivery Date and thereafter throughout the Lease Term:

(2) Corporate Status: Lessee is a corporation duly incorporated under the Laws of
England and Wales. It has the corporate power and authority to camy on its
business as presently conducted and to perform its obligations hereunder;

(b} Governmental Approvals: No authorization, approval, consent, license or order
of, or registration with, or the giving of natice to the Aviation Authority or any other
Government Entity is required for the valid authorization, execution, delivery and
performance by Lessee, of its obligations pursuant to this Agreement except as
will have been duly effected as of the Delivery Date or, as necessary, promptly
thereafter,
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(4] Binding: Lessee's Board of Directors has authorized Lessee to enter into this
Agreement, any side letters to this Agreement and any other documentation in
connection with the leasing of the Aircraft from Lessor. This Agreement has been
duly executed and delivered by Lessee and constitutes the valid, binding and
enforceable obligations of Lessee except as enforceability may be limited by
bankruptey, insolvency, reorganization or other Laws of general application
affecting the enforcement of creditors' rights and except as such enforceability
may be subject to the application of equitable principles in any proceeding, legal
or equitable;

{d) No Breach: The execution and delivery of this Agreement, the consummation by
Lessee of the transactions contemplated by it and compliance by Lessee with the
terms and provisions thereof do not and will not contravene any Law applicable to
Lessee, or result in any breach of or constitute any defauit under or result in the
creation of any Security Interest upon any property of Lessee, the Aircraft or this
Agreement pursuant to any indenture, mortgage, chattel mortgage, deed of trust,
conditional sales contract, bank loan or credit agreement, memorandum and
articles of association or other agreement or instrument to which Lessee is a party
or by which Lessee or its properties or assets may be bound or affected:;

{e) Filings: Except for any filing or recording that may be required with the Aviation
Authority, and any charges which may be created pursuant to this Agreement, no
filing or recording of any instrument or document (including the filing of any
financial statement) is necessary under the Laws of England and any applicable
provinces in order for this Agreement to constitute a valid and perfected extended
charter agreament of record relating to the Aircraft;

(f) Licenses: Lessee holds all licenses, cerfificates and permits from applicable
Government Entities in the United Kingdom for the conduct of its business as a
certificated air camrier and performance of its obligations under this Agreement;

() No Suits: To the best knowledge of Lessee, there are no suits, arbitrations or
other proceedings pending or threatened before any court or administrative
agency against or affecting Lessee which, if adversely determined, would have a
material adverse effect on the business, assets or condition (financial or
otherwise) of Lessee or its ability to perform under this Agreement;

{h) No Withholding: Under the Laws of United Kingdom Lessee will not be required
to deduct any withholding or other Tax from any payment it may make to Lessor
under this Agreement;

)] General Obligations: The obligations of Lessee under this Agreement are direct,
general and unconditional obligations of Lessee and rank or will rank at least pari
passu with all other present and future unsecured and unsubordinated obligations
(including contingent obligations) of Lessee, with the exception of such obligations
as are mandatorily preferred by law and not by reason of any encumbrance;

) No Sovereign Immunity: Lessee, under the Laws of England and Wales or of
any other jurisdiction affecting Lessee, is subject to private commercial law and
suit. Neither Lessee nor its properties or assets is entitled to sovereign immunity
under any such Laws. Lessee's performance of its obligations under this
Agreement constitute commercial acts done for commercial purposes;

(k) Tax Returns: All returns, elections, filings, forms, statements and any other
documents or undertakings related to Taxes have been delivered by Lessee to all
relevant Government Entities in the jurisdiction of its incorporation and Lessee is
not in default in the payment of any Taxes due and payable;
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) No Material Adverse Effect: Lessee is not in default under any agreement to
which it is a party or by which it may be bound which would have a materal
adverse effect on its business, assets or condition;

(m)  No Default under this Agreement: At the time of execution of this Agreement,
no Default has occurred and is continuing;

{n) Solvency: Lessee is solvent, being able to meet its obligations as they become
due.

15.2 General Covenants

Lessee covenants to Lessor that it will comply with the following throughout the entire
Lease Term:

(@) Licensing: Lessee will hold all licenses, certificates and permits from applicable
Government Entities in the United Kingdom for the conduct of its business as a
certificated air carrier and performance of its obligations under this Agreement.
Lessee will advise Lessor promptly in the event any such licenses, cerificates or
permits are cancelled, terminated, revoked or not renewed;

(b) Sovereign Immunity: Lessee, under the Laws of England and Wales or of any
other jurisdiction affecting Lessee, will continue to be subject to private
commercial law and suit. Neither Lessee nor its properties or assets will be
entitled to sovereign immunity under any such Laws. Lessee's performance of its
cbligations hereunder will constitute commercial acts done for commercial
purposes. Lessee will advise Lessor promptly of any change in the foregoing;

{c) Information about Suits: Lessee will promptly give to Lessor a notice in writing
of any suit, arbitration or proceeding before any court, administrative agency or
Government Entity which, if adversely determined, would materially adversely
affect Lessee's financial condition, affairs, operations or its ability to perform under
this Agreement;

(d) No Security Interests: Lessee will not create or agree to or permit to arise any
Security Interest (other than Lessor Liens) on or with respect to the Aircraft, title
thereto or any interest therein. Lessee will forthwith, at its own expense, take all
action as may be necessary to discharge or remove any such Security Interest if it
exists at any time. Lessee will within 24 hours afier becoming aware of the
existence of any such Security Interest give written notice thereof to Lessor;

{e) Disposal and Encumbrance of the Aircraft Lessee will not attempt to hold
itself out as having any power to sell, charge, lease or otherwise encumber or
dispose of the Aircraft nor create, incur or suffer to exist any Security Interest over
the Aircraft;

4] Operation: Lessee will not require Lessor to operate the Aircraft for any purpose
for which it is not designed, certified or reasonably suited or for any purpose or in
any manner not fully covered by the insurances, or outside any geographical limit
imposed by the Insurances;

(g9) Prevention of Arrest: Lessee will not do, and will use all reasonable commercial
endeavours to prevent, any act which could reasonably be expected to result in
the Aircraft being arrested, confiscated, seized, taken in execution, impounded,
forfeited, detained in exercise or purported exercise of any possessory lien or
other claim;
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{(h) No pledging of credit: Lessee will not pledge the credit of Lessor or Owner for
any fees, costs or expenses connected with this Agreement or the Aircraft or for
any other purpose whatsoever;

(i) Protection of rights in the Aircraft: Lessee will not do or permit to be done any
act of thing which might jeopardise the title, rights and interests of Lessor or
Owner in the Airframe and/or the Engines and/or it will not omit or permit to be
omitted to be done any act which might prevent that title and those rights and
interest from being jeopardised.

16, REPRESENTATIONS AND WARRANTIES OF LESSOR
16.1 Representations and Warranties

Lessor represents and warrants the following to Lessee as of the date of execution of this
Agreement and as of each Delivery Date and ALL OTHER WARRANTIES, EXPRESS OR
IMPLIED HAVE BEEN WAIVED:

(a) Corporate Status: Lessor is a corporation duly incorporated under the Laws of
Canada. It has the corporate power and authority to carry on its business as
presently conducted and to perform its obligations hereunder;

(b} Licences etc: Lessor is a certificated air carrier and holds {or will hold prior to
Delivery) all licences, certificates and permits from applicable government
authorities for the conduct of its business as a certificated air carrier and the
performance of its obligations under this Agreement;

(c) Binding: The Agreement has been duly authorized, executed and delivered by
Lessor and represent the valid, enforceable and binding obligations of Lessor
except as enforceability may be limited by bankruptey, insolvency, reorganization
or other Laws of general application affecting the enforcement of creditors’ rights;

(d) No Breach: The execution and delivery of this Agreement, the consummation by
Lessor of the transactions contemplated by this Agreement and compliance by
Lessor with the terms and provisions of this Agreement do not and will not
contravene any Law applicable to Lessor, or result in any breach of or constitute
any default under any indenture, mortgage, chattel mortgage, deed of trust,
conditional sales contract, bank loan or credit agreement, corporate charter, by
law or other agreement or instrument to which Lessor is a party or by which
Lessor or its properties or assets may be bound or affected:;

{e) Sovereign Immunity: Lessor, under the Laws of the State of Registration or of
any other jurisdiction affecting Lessor will continue to be subject to private
commercial law and suit. Neither Lessor nor its properties or assets will be
entitled to sovereign immunity under any such Laws. Lessor's performance of its
obligations hereunder will consfitute commercial acts done for commercial
purposes. Lessor will advise Lessee promptly of any change in the foregoing;

U] Possession: During the Lease Term Lessor will lawfully be entitled to charter the
Aircraft on an extended basis to Lessee.

16.2 Waiver

SUBJECT TO THE DELIVERY CONDITIONS AND ARTICLE 16.1(F) LESSEE
EXPRESSLY ACKNOWLEDGES AND AGREES THAT NO CONDITION,
REPRESENTATION, WARRANTY OR COVENANT OF ANY KIND IS OR HAS BEEN
GNEN BY OR ON BEHALF OF THE LESSOR IN RESPECT OF THE AIRCRAFT OR
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ANY PART THEREOF AND ACCORDINGLY THE LESSEE CONFIRMS THAT IT HAS
NOT, IN ENTERING INTO THIS AGREEMENT, RELIED ON ANY CONDITION,
WARRANTY OR REPRESENTATION BY THE LESSOR OR ANY PERSON ON
LESSOR'S BEHALF, EXPRESS OR IMPLIED (WHETHER STATUTORY OR
OTHERWISE) AS TO THE DESCRIPTION, AIRWORTHINESS, MERCHANTABILITY,
FITNESS FOR ANY PURPOSE, VALUE, CONDITION, DESIGN OR OPERATION OF
ANY KIND OR NATURE OF THE AIRCRAFT OR ANY PART THEREOF AND THE
BENEFIT OF ANY SUCH CONDITION, WARRANTY OR REPRESENTATION BY THE
LESSOR IS HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVED BY LESSEE.
TO THE EXTENT PERMISSIBLE UNDER APPLICABLE LAW, THE LESSEE HEREBY
ALSO WAIVES ANY RIGHTS WHICHIT MAY HAVE IN TORT IN RESPECT OF ANY OF
THE MATTERS REFERRED TO ABOVE AND IRREVOCABLY AGREES THAT LESSOR
SHALL HAVE NO GREATER LIABILITY IN TORT IN RESPECT OF ANY SUCH
MATTERS THAN IT WOULD HAVE IN CONTRACT AFTER TAKING ACCOUNT OF ALL
OF THE FOREGOING EXCLUSIONS. NO THIRD PARTY MAKING ANY
REPRESENTATION OR WARRANTY RELATING TO THE AIRCRAFT OR ANY PART
THEREOQF IS THE AGENT OF THE LESSOR NOR HAS ANY SUCH THIRD PARTY
AUTHORITY TQ BIND THE LESSOR THEREBY.

16.3 Lessor's Covenants:

Lessor covenants to Lessee that it will comply with the following throughout the Lease
Term:

(a) Licensing: Lessor will hold all licenses, certificates and permits from applicable
Government Entities in the State of Registration for the conduct of its business as
a certificated air carrier and performance of its obligations under this Agreement.
Lessor will af all times cause the Aircraft to remain duly registered in the name of
Lessor with the Aviation Authority, cause the Aircraft to have a valid certificate of
Airworthiness issued by the Aviation Authority and ensure that each member of
the cockpit crew shall held all necessary ficenses for the operation of the Aircraft.
Lessor will advise Lessae promptly in the event any such licenses, certificates or
permits are cancelled, terminated, revoked or not renewed;

(b) Sovereign Immunity: Lessor, under the Laws of the State of Registration or of
any other jurisdiction affecting Lessor, will continue to be subject to private
commercial law and suit. Neither Lessor nor its properties or assets will be
entitied to sovereign immunity under any such Laws. Lessor's performance of its
obligations hereunder will constitite commercial acts done for commercial
purposes. Lessor will advise Lessee promptly of any change in the foregoing;

(c) Compliance with Manufacturer's Recommendations: Lessor shall throughout
the Lease Term cause the Aircraft to be operated, maintained, crewed (subject to
Lessee’s responsibility to supply sufficient number of cabin crew) and controlled in
accordance with the manufacturer's recommendations contained in the flight
manuai of the Aircraft, as approved by the Aviation Authority and with the
observance of all applicable Laws and regulations of the State of Registration;

{d) Support Inventory: Lessor shall use its reasonable commercial efforts to provide
the Support Inventory aver the Lease Term raquired for the maintenance of the
Aircraft. Lessor shall not be held liable for any damages whatsoever if due to
reasons beyond its reasonable control, any required Support Inventory cannot be
obtained or made available in due time;

{e) Records for Customs: Lessor shall monitor, keep proper records and perform all
other necessary functions in order to ensure compliance with the required
customs formalities for the movement of Support Inventory;
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(f Assistance with Customs Formalities: Lessor shall assist Lessee as required
with customs formalities respecting the Aircraft and Lessor's personnel required in
the United Kingdom and in any other relevant country by promptly providing
required information;

{9) Aircraft Journey Log: Lessor shall use its reasonable endeavours to provide to
Lessee a copy of the Aircraft Joumney Log daily in arrears but in any event shall
provide {0 Lessee a copy of the Aircraft Journey Log no less than monthly;

{h) Aircraft Safety Literature: Lessor shall fumnish the Aircraft with all appropriate
Lessor passenger literature related to the Aircraft safety;

{i) Prevention of Arrest: Lessor will not do, and will use all reasonable commercial
endeavours to prevent, any act which could reasonably be expected to result in
the Aircraft being amested, confiscated, seized, taken in execution, impounded,
forfeited, detained in exercise or purported exercise of any possessory lien or
other claim.

17. RETURN OF AIRCRAFT
17.1  Date of Return

Lessee shall ensure that the Aircraft is not scheduled for any further flights on or following
the Return Date and as of the Return Date, Lessee shall no longer have any right to
receive, and Lessor shall have no further obligation to perform, any of the services or
make available the Aircraft or any personnel to be provided by Lessor under this
Agreement. If Lessee has, notwithstanding the foregoing, scheduled further flights on or
following the Return Date, and Lessor has agreed to perform such further flights, or if a
Lessee Event of Default occurs prior to the Expiration Date or either party terminates this
Agreement pursuant to Aricle 5.1, the return requirements set forth in this Article 17
nonetheless must be met on the date the Aircraft is actually retumed to Lessor, to the
extent, in the case of Article 5.1, within Lessee's control acting in a commercially
reasonable manner.

17.2  Return Location
The Return Location shall be Toronto, Canada or such other airport as may reasonably
be agreed between Lessee and Lessor. Lessee shall make all necessary arangements
for and bear the cost of a return flight scheduled as reasonably agreed with Lessor so as
to enable the carriage of Lessor's personnel and equipment (including Support Inventory)
{o the Return Location and upon arrival there will relinquish commercial control over and
redeliver the Aircraft,

17.3 Redelivery Condition
The condition of the Aircraft shall in all respects be such as to demonstrate that;

{a) Lessee has in all respects material to the condition of the Aircraft on redelivery
complied with the obligations on its part contained in this Agreement; and

(b) Intentionally left blank;
{c) the interior shall be clean in accordance with airline industry standards; and

(d) the Aircraft shall have instalied the full complement of cabin equipment, galley
equipment (including five (5) shipsets), parts, accessories, furnishings and loose
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equipment thereof as were installed on the Aircraft at Delivery to the extent such
items are within Lessee's confrol hereunder: and

{e} be free and clear of all Security Interests other than Lessor Liens.
17.4 Lessee's Continuing Obligations

In the event that Lessee does not make available the Aircraft o Lessor on the Return
Date and in the condition required by this Article 17 for any reason (whether or not the
reason is within Lessee's control) other than a Lessor Event of Default:

(@ the obligations of Lessee under this Agreement will continue in full force and effect
on a day to day basis until such return. This will not be considered a waiver of
Lessee's Event of Default or any right of Lessor hereunder.

(b) Lessee will until such time as the Aircraft is made available to Lessor at the Retumn
Location and put into the condition required by this Article 17, pay Rent for each
day from the scheduled Return Date until the Aircraft is retumed (the monthly Rent
payabie under Article 6.1(a) will be prorated based on the actual number of days
in the applicable month).

{c) If Lessee has failed to put the Aircraft in the condition required by this Article 17 at
the time required by this Agreement, Lessor may elect, in its sole and absolute
discretion, to accept the retum of the Aircraft prior to the Aircraft being put in the
condition required by this Article 17 subject either to (i} Lessee paying to Lessor
such sum as Lessor shall reasonably require in order to correct such discrepancy
or (i)} have any such non conformance corrected at such time as Lessor may
deem appropriate (but within 30 days following the return of the Aircraft) in either
case at commercially reasonable rates. Any direct expenses incurred by Lessor
for such correction will become payable by Lessee within 15 days following the
submission of a written statement by Lessor to Lessee, identifying the items
corrected and setting forth the expense of such corrections. Lessee's obligation to
pay such sums will survive the Retumn Date.

17.5 Airport and Navigation Charges

Lessee will ensure that at refurn of the Aircraft any and all airport, navigation and other
charges for which Lessee is responsible which give rise or may if unpaid give rise to any
lien, right of detention, right of sale or other Security Interest in relation to the Aircraft,
Engine or any Part, whether incurred in respect of the Aircraft or any other aircraft
operated by Lessee, have been paid and discharged in full and will at Lessor's request
produce evidence thereof satisfactory to Lessor.

17.6  Intentionally Left Blank
17.7 Fuel Adjustment

Upon return of the Aircraft in accordance with the terms of this Agreement at the end of
the Lease Term, an adjustment shall be made between Lessor and Lessee in respect of
fuel on board the Aircraft at the time of Delivery and at the time of redelivery at the price
prevailing at the time of redelivery at the Return Location.

18. ASSIGNMENT

18.1 No Assignment
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NO ASSIGNMENT, NOVATION, TRANSFER, MORTGAGE OR OTHER CHARGE MAY
BE MADE BY EITHER PARTY OF ANY OF ITS RESPECTIVE RIGHTS WITH RESFECT
TO THE AIRCRAFT, ENGINE QR PART OR THIS AGREEMENT WITHOUT THE PRIOR
WRITTEN CONSENT OF THE OTHER.

19, EVENTS OF DEFAULT
19.1 Lessee Events of Default

The occurrence of any of the following will constitute a Lessee Event of Default and
material breach of this Agreement by Lessee:

(a) Lessee fails to take delivery of the Aircraft when obligated to do so under the
terms of this Agreement, .

(b) Lessee fails to make a Rent or other payment due hereunder in the manner and
by the date provided in this Agreement and fails o make such payment within
three Business Days after receipt of notice from Lessor;

{(c) Lessee fails to comply with the requirements of the Insurances or if any insurer in
respect of any part of such Insurances cancels any part of the Insurances or
disclaims or repudiates liability by reason of any action of Lessee;

(d) The Aircraft is not made available to Lessor on the Return Date in accordance
with Article 17,

{(e) Lessee fails to observe or perform any of its other material obligations hereunder
and fails to cure the same within 10 Business Days after written notice thereof to
L essee;

{] any representation or warranty of Lessee herein proves to be untrue in any
material respect;

{9 the registration of the Aircraft is cancelled as a result of a negligent act or
omission of Lessee other than as pemmitted pursuant to the terms of this
Agreement;

(h) Lessee permits any Person to take control or possession of the Aircraft or
Engines, except as otherwise permiited by this Agreement;

(i) Lessee threatens to or temporarily or permanently discontinues business or sells
or otherwise disposes of all or substantially all of its assets;

)] a material adverse change occurs in the financial condition of Lessee which
materially impairs Lessee's ability to perform under this Agreement,

{k) any consent, authorisation, licence or approval of or registration with or
declaration to govemmental or public bodies or authorities or courts required by
Lessee to authorise, or required by Lessee in connection with, the execution,
delivery, validity, enforceability or admissibility in evidence of this Agreement or
the performance by Lessee of its obligations under this Agreement is modified in a
manner unacceptable to Lessor or is withheld or is not granted or is revoked,
suspended, cancelled, withdrawn, terminated or expires and is not renewed or
otherwise ceases to be in full force and effect;

o Lessee (i) suspends payment on its debts or other obligations, (i) is unable to or
admits its inability to pay its debts or other obligations as they fall due, (i) is
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adjudicated or becomes bankrupt or insolvent or (iv) proposes or enters into any
composition or other arrangement for the benefit of its creditors generally;

{m} any proceedings, resolutions, filings or other steps are instituted or threatened
with respect to either party relating to the bankruptcy, liquidation, reorganization or
protection from creditors of Lessee or a substantial part of Lessee's property. If
instituted by Lessee, the same will be 'an immediate Lessee Event of Default. If
instituted by another Persor, the same will be a Lessee Event of Default if not
dismissed, remedied or relinquished within 30 days;

(n) any order, judgment or decree is entered by any court of competent jurisdiction
appointing a receiver, trustee or liquidator of Lessee or a substantial part of its
property, or if a substantial part of Lessee's property is to be sequestered. If
instituted by or done with the consent of Lessee, the same will be an immediate
Lessee Event of Default. If instituted by another Person, the same will be a
Lessee Event of Default if not dismissed, remedied or relinquished within 60 days;

(o) Eurocontrol or other applicable authority has notified Lessor that there are unpaid
charges due from Lessee (unless such charges are being contesied in good faith
and by appropriate proceedings, an adequate bond has been provided and such
proceedings do not involve any danger of the detention, interference with the use
or operation, sale, forfeiture or loss of the Aircraft) and Lessee has failed to
provide Lessor with satisfactory evidence of their discharge within 30 days of
notice from Lessor provided that such 30 day grace period will not apply if there is
a danger of detention, interference with the use or operation, sale, forfeiture or
loss of the Aircraft;

{P any Indebtedness of Lessee which is material in relation to Lessee becomes due
or capable of being declared due prior to the date when it would otherwise have
become due whether or not such breach or default shall be waived by the person
to whom the same is payable or is not paid on the due date and in the opinion of
Lessor the ability of Lessee to perform all or any of its obligations under, or
otherwise to comply with the terms of this Agreement shall or may reasonably be
expecied to be materially adversely prejudiced as a consequence thereof;

() a creditor or encumbrancer attaches or takes possession of or a trustee,
administrator, administrative receiver, receiver or similar officer is appointed in
respect of, or a distress, execution, sequestration or other process is levied or
enforced upon or sued against any of the undertakings, business, assets, rights or
revenues of | essee and is not discharged within 14 days;

(n all or a material part of the undertakings, assets, rights or revenues of or shares or
other ownership inferests in, Lessee are seized, nationalised, expropriated or
compulsorily acquired by or under the authority of any government;

(s} the existence, validity, enforceability or priority of the rights of Lessor in respect of
the Aircraft hereunder or the Insurances are challenged by Lessee or any other
person claiming through it;

(t) the material obligations of Lessee under this Agreement become invalid,
ineffective or unenforceable for any reason;

{u) Lessee repudiates any of its obligations under this Agreement or does or causes
or permits to be done any act or thing evidencing an intention to repudiate any of
its obligations under this Agreement; or
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{v) if Lessee sells or executes any bill of sale affecting the Aircraft or any interest
therein or agrees or purports to do any of the same, or contests in any legal
praceedings Lessor's or Qwner's interest or ownership of the Aircraft.

Lessor's General Rights

Upon the occummence of any Lessee Event of Defauli, all rights of Lessee hereunder will
immediately cease and terminate (but Lessee's obligations hereunder will continue).
Lessor may do all or any of the following at its option (in addition to such other rights and
remedies which Lessor may have by statute or otherwise but subject to any requirements
of applicable Law):

(a) terminate this Agreement by giving written notice fo Lessee;

{b) require that the Aircraft immediately be moved to an airport or other location
designated by Lessor;

{c) for Lessee's account, do anything that may reasonably be required to cure any
default and recover from Lessee all reasonable costs, inciuding legal fees and
expenses incurred in doing so and interest thereon at the Default Rate;

{d) proceed as appropriate to enforce performance of this Agreement and to recover
any damages for the breach hereof, including the amounts specified in
Article 19.3; or

(e) enter upon Lessee’s premises where the Aircraft is located without liability and to
sell, lease or otherwise deal with the Aircraft as if this Agreement had never been
made

provided that Lessor shall, in exercising such rights, act in a commercially reasonable
manner.

Lessee Liability for Damages

{a) If a Lessee Event of Default occurs, in addition to all other remedies available at
law or in equity, and subject always to its duty to mitigate any losses arising from
such Lessee Event of Default, Lessor has the right to recover from Lessee and
Lessee will pay Lessor within two Business Days after Lessor's written demand,
all of the following:

(i) all amounts which are then due and unpaid hereunder and which become
due prior to the earlier of Lessor's recovery of possession of the Aircraft or
Lessee making an effective tender thereof,

(ii) all costs associated with Lessor's exercise of its remedies hereunder,
including but not limited to repossession costs, legal fees, Aircraft storage
costs, Aircraft re lease or sale costs and Lessor's internal costs and
expenses (including the cost of personnel time calculated based upon the
compensation paid to the individuals involved on an annual basis and a
general Lessor overhead allocation),;

(i) any amount of interest, fees or other sums paid or payable on account of
funds borrowed in order to cany any unpaid amount;

(v) any loss, cost, expense or liability sustained by Lessor due to Lessee's
failure to redeliver the Aircraft in the condition required by this Agreement;
and
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v) any cther loss, damage, expense, cost or liability which Lessor suffers or
incurs as a result of the Lessee Event of Default and/or termination of this
Agreement,

{b) In caiculating Lessor's damages hereunder, upon a Lessee Event of Default all
Rent, and other amounts which would have been due hereunder during the Lease
Term if a Lessee Event of Default had not occurred will be calculated on a present
value basis using a discounting rate of six percent (6%) per annum discounted to
the earlier of the date on which Lessor obtains possession of the Aircraft or
Lessee makes an effective tender thereof but that all income which Lessor is able
to obtain from any subsequent use of the Aircraft during the Lease Term shall be
taken into account in calculating Lessor's damages; '

Waiver of Default

By written notice to Lessee, Lessor may at its election waive any Default or Lessee Event
of Default and its consequences and rescind and annul any prior notice of termination of
this Agreement. The respective rights of the parties will then be as they would have been
had no Default or Lessee Event of Default occurred and no such notice been given.

Lessor Events of Default

The occurrence of any of the following will constitute a Lessor Event of Default and
material breach of this Agreement by Lessor:

(a) (subject to Article 4.2) Lessor fails to Deliver the Aircraft when obliged to do so
under the terms of the Agreement;

(b} Lessor fails to comply with the requirements of Adicle 13.1 in respect of
Insurances or if any Insurer in respect of any part of such fnsurances cancels or
disclaims or repudiates liability by reascon of any action of Lessor;

(c) Lessor fails to observe or perform any of its other material obligations hereunder
and fails to cure the same with 10 Business Days after written notice thereof from
Lessee:

(d) any representation or warranty of Lessor proves to be untrue in any material
respect;

(e} Lessor threatens to or temporarily or permanently discontinues business or sells
or otherwize disposes of all or substantially all of its assets;

{f) a material adverse change occurs in the financial condition of Lessor which
materially impairs Lessor’s ability to perform under this Agreement;

Q) any consent, authorisation, licence or approval of or registration with or
' declaration to governmental or public bodies or authorities or courts required by
Lessor to authorise, or required by Lessor in connection with, the execution,
delivery, validity, enforceability or admissibility in evidence of this Agreement or
the performance by Lessor of its obligations under this Agreement is modified in a
manner unacceptable to Lessee or is withheld or is not granted or is revoked,
suspended, cancelled, withdrawn, terminated or expires and is not renewed or
otherwise ceases to be in fuil force and effect;

{h) Lessor (i} suspends payment on its debts or other obligations, (i} is unable to or
admits its inability to pay its debts or other obligations as they fall due, (iii) is
adjudicated or becomes bankrupt or insolvent or (iv) proposes or enters into any
composition or other arrangement for the benefit of its creditors generally;
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(i) any proceedings, resolufions, filings or other steps are instituted or threatened
with respect to either party relating to the bankruptey, liquidation, reorganization or
protection from creditors of Lessor or a substantial part of Lessor's property. If
instituted by Lessor, the same will be an immediate Lessor Event of Default, If
instituted by another Person, the same will be a Lessor Event of Default if not
dismissed, remedied or relinguished within 30 days;

{) any order, judgment or decree is entered by any court of competent jurisdiction
appointing a receiver, trustee or liquidator of Lessor or a substantial part of its
property, or if a substantial part of Lessor's property is to be sequestered. If
instituted by or done with the consent of Lessor, the same will be an immediate
Lessor Event of Default. If instituted by another Person, the same will be & Lessor
Event of Default if not dismissed, remedied or relinquished within 60 days;

(k) the material obligations of Lessor under this Agreement become invalid,
ineffective or unenforceable for any reason;

()] Lessor repudiates any of its obligations under this Agreement or does or causes
or permits to be done any act or thing evidencing an intention to repudiate any of
its obligations under this Agreement.

Lessor Liability

If a Lessor Event of Default occurs, Lessee may do all or any of the following at its option
(in addition to such other rights and remedies which Lessee may have by statute or
otherwise but subject to any requirements of applicable law):

(a) terminate this Agreement by giving written notice to Lessor;

(b) subject always to its duty to mitigate any losses arising from such Lessor Event of
Default, do anything that may reasonably be required to cure such Lessor Event of
Default or recover from Lessor all reasonable costs, including legal fees and
expenses, incurred in doing so with interest thereon at the Default Rate.

Lessee Termination

Lessee's right to terminate this Agreement pursuant to Article 19.6 shall be subject to
Lessee:

(a) first having paid to Lessor all amounts whatsoever then due and owing to Lessor
under this Agreement but which are unpaid; and '

&) Lessee having made available to Lessor the Aircraft in accordance with Article 17.
Limitation

Neither party shall be responsible to the other for any indirect, special or consequential
damages, whether in contract or in tort or otherwise, including damages for lost profits or
revenues even if such damages were foreseeable or resulted from a fundamental breach
of this Agreement.
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20. NoOTICES
20.1  Manner of Sending Notices

Any notice, request or information required or permissible under this Lease will be in
writing and in English. Notices will be delivered in person or sent by fax, letter {(mailed
airmail, certified and retum receipt requested), or by expedited delivery addressed to the
parties as set forth in Article 20.2. In the case of a fax, notice will be deemed received
upon actual receipt {(and the date of actual receipt will be deemed to be the date set forth
on the confirmation of receipt produced by the sender's fax machine immediately after the
fax is sent) provided however that if the date of actual receipt is not a Business Day, then
notice will be deemed received on the next following Business Day. In the case of a
mailed letter, notice will be deemed received on the tenth (10th) day after mailing. In the
case of a notice sent by expedited delivery, notice will be deemed received on the date of
delivery set forth in the records of the Person which accomplished the delivery. If any
notice is sent by more than one of the above listed methods, notice will be deemed
received on the earfiest possible date in accordance with the above provisions.

20.2 Notice Information

Notices will be sent:

If to Lessor: Skyservice Airlines Inc.
31 Fasken Drive
Etobicoke
Ontario
MaW 1K6
Attention: Presgident
Fax: +1 416 679 5920
Telephone:  +1 416 679 5700
with copy to: address as above
Attention: Legal Department
Fax: + 1416 679 5912

Telephone: + 1416 679 5855

If to Lessee: First Choice Airways Limited
Commonwealth House
Chicago Avenue
Manchester Airport
Manchester
M90 3DP
Attention: Managing Director

Fax: +44 161 908 2270
Telephone:  +44 161 489 0862

with copy to:

Legal Department

or to such other pfaces and numbers as either party directs in writing to the other party.
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21. Governing Law and Jurisdiction
211  Governing Law

This Lease will in all respects be governed by and construed in accordance with the Laws
of the Province of Ontaric and the Federal Laws of Canada applicable therein.

21.2  Arbitration

The parties agree to work cooperatively in an effort to resolve any dispute or claim arising
out of or in any way relating to or connected with this Agreement or the breach,
termination or invalidity thereof (a "Dispute”). In the event that such informal efforts do not
result is a resolution of the Dispute, the parties agree that the Dispute shall be discussed
by the Chief Executive Officer of each party in an effort to reach a resolution. In the event
that the parties’' respective Chief Executive Officers are unable to resolve the Dispute
within two (2) Business Days, the Dispute shall be submitted to arbitration in accordance
with Schedule 8, which sets out the sole and exclusive procedure for the resolution of
Disputes under this Agreement. The resolution of Disputes pursuant to the terms of
Schedule 8 shall be final and binding upon the parties, and there shall be no appeal
therefrom, including any appeal to a court on a question of law, a question of fact, or a
question of mixed fact and law. For greater certainty, subsection 7(2) of the Arbitration
Act, 1981 (Ontario) shall not apply to an arbitration under this Section 21.2,

21.3 Submission to Jurisdiction

{a) Subject to the terms of this Agreement, the parties agree that the Courls of
Ontario shall have jurisdiction to hear and determine any suit, action or
proceeding, and to seitfe any disputes, which may arise under and/or relating to
andfor in connection with this Agreement and for such purpose irrevocably
submits to the jurisdiction of such courts;

{b) The submission to the jurisdiction of the Ontario courts shall not (and shall not be
cohstrued so as to) limit the right of Lessor to take proceedings against Lessee in
any other court of competent jurisdiction nor shall the taking of proceedings in any
ohe or more jurisdictions preclude the taking of proceedings in any other
jurisdiction, whether concurrently or not,

214 Agent for Service

Lessee undertakes to maintain during the Lease Term an agent for service of legal
process in Ontario and underiakes to make such appointment as socn as reasonabiy
practicable after execution of this Agreement and in any event before Delivery.

21.5 Prevailing Party in Dispute

If any legal action or other proceeding is brought in connection with or arises out of any
provisions in this Agreement, the prevailing party will be entitled to recover reasonabie
attormeys' fees and other costs incurred in such action or proceedings. The prevailing
party will also, to the extent permissible by Law, be entitled to receive pre and post
judgment interest at the Default Rate.

22, FoOrRCE MA.JEURE

221 Neither party shall be liable to the other party for any failure to perform its obligations
{excluding payment obligations) or to carry out any of the activities contemplated by this
Agreement if such failure is caused by an event or Force Majeure provided it has given
prompt notice thereof to the other party. If is expressly agreed that a mechanical failure of
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the Aircraft does not constitute an event of Force Majeure. If an event of Force Majeure
occurs which prevents Lessor from performing all Designated Flights, and which, in
Lessee's reasonable opinion, will continue beyond the expiry of the Summer Season in
which such event arises, the Lessee shall be entitled to terminate this Agreement in which
event Lessee shall retum the Aircraft to Lessor in the condition required by Article 17, and
neither party shall have any further liability hereunder. The party suffering an event of
Force Majeure shall use its best endeavours to minimise the event of Force Majeure with
all reasonable dispatch, provided, however, that the settlement of strikes, lockouts or
other industrial or labour disputes or disturbances constitufing Force Majeure shall be
within the discretion of the party having the difficulty and such party shall not be required
to settle such disputes or disturbances when such course appears inadvisable to it.

22.2 Where Lessor is affected by a Force Majeure event, Lessee may, at its own cost, make
such alternative arrangements pursuant to Article 14.1 as it thinks fit for the provision of
the services and Lessor shall offer, at the cost of Lessee, all reasonable co-operation and
support to Lessee to assist in making those alternative arrangements.

23 MISCELLANEOUS
231 Lessor Performance for Lessee

The exercise by Lessor of its remedy of performing a Lessee obligation hereunder is not a
waiver of and will not relieve Lessee from the performance of such obligation at any
subsequent time or from the performance of any of its other obligations hereunder.

23.2 Lessor's Payment Obligations

Any obligation of Lessor under this Agreement to pay or release any amount fo Lessee is
conditional upon (a) all amounts then due and payable by Lessee to Lessor under this
Agreement or under any other agreement between Lessor and Lessee having been paid
in full and (b} no by Lessee Default having occurred and continuing hereunder at the time
such payment or release of payment is payable to Lessee,

23.3 Application of Payments

Any amounts paid or recovered in respect of Lessee liabilities hereunder may be applied
to Rent, Default interest, fees or any other amount due hereunder in such proportions,
order and manner as Lessor determines.

23.4 Delegation by Lessor

Lessor may delegate to any Person(s) all or any of the rights, powers or discretion vested
in it by this Agreement and any such delegation may be made upon such terms and
conditions as Lessor in its absoclute discretion thinks fit. Lessor shall notify Lessee of its
nominated delegate as soon as practicable.

235 Rights of Parties

The rights of the parties under this Agreement are cumulative, not exclusive, may be
exercised as often as each party considers appropriate and are in addition to its rights
under general Law. The rights of cne party against the other party are not capable of
being waived or amended except by an express waiver or amendment in writing. Any
failure to exercise or any delay in exercising any of such rights will not operate as a waiver
or amendment of that or any other such right any defective or partial exercise of any such
rights will not preclude any cother or further exercise of that or any other such right and no
act or course of conduct or negotiation on a party's part or on its behalf will in any way
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preclude such party from exercising any such right or constitute a suspension or any
amendment of any such right.

2386 Invalidity of any Provision

If any of the provisions of this Agreement become invalid, illegal or unenforceable in any
respect under any Law, the validity, legality and enforceability of the remaining provisions
will not in any way be affected or impaired.

23.7 Time s of the Essence

Subject to any applicable grace period, time is of the essence in the performance of all
obligations of the parties under this Agreement and, consequently, all time limitations set
forth in the provisions of this Agreement will be strictly observed.

23.8 Counterparts

This Agreement may be executed in any number of identical counterparts, each of which
will be deemed to be an original, and all of which together will be deemied to be one and
the same instrument when each party has signed and delivered one such counterpart to
the other party.

23.9 Delivery of Documents by Fax

Delivery of an exacuted counterpart of this Agreement or of any other documents in
connection with this Agreement by fax will be deemed as effective as delivery of an
originally executed counterpart. Any parly delivering an executed counterpant of the
l.ease or other document by fax will also deliver an originally executed counterpart, but
the failure of any party to deliver an originally executed counterpart of this Agreement or
such other document will not affect the validity or effectiveness of this Agreement or stch
other document.

2310 Entire Agreement

This Agreement constitutes the entire agreement between the parties in relation to the
leasing of the Aircraft by Lessor to Lessee and supersedes all previous proposals,
agreements and other writtent and oral communications in relation hereto. The parties
acknowledge that there have been no representations, wamranties, promises, guarantees
or agreements, express or implied, except as set forth herein.

23.11 Subordination

Lessor and Lessee acknowledge and agree that this Agreement and the leasing of the
Aircraft hereunder are subject and subordinate to the provisions of the Dry Lease and the
rights of the Owner thereunder. Accordingly, each of Lessor and Lessee acknowledges
and agrees that:

(a) the leasing of the Aircraft under this Lease Agreement may not extend beyond the
period during which Lessor is entitled to lease the Aircraft pursuant to the Dry
Lease; and

{b) Lessee's obligation fo lease the Aircraft from Lessor hereunder and the leasing of
the Aircraft by Lessee hereunder shall automatically terminate upon the expiration
or earlier termination of the leasing of the Aircraft under the Dry Lease for any
reason whatsoever,

IN WITNESS WHEREOF, Lessee and Lessor have caused this Agreement to be executed by
their respective officers as of OO 20004
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SKYSERVICE AIRLINES INC. FIRST CHOICE AIRWAYS LIMITED

By: By:

its: Its:




Airframe

Manufacturer:

Model:

Manufacturer's Serial No:

Engines

Manufacturer:

Model:

MTOW.
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SCHEDULE 1

Description of the Aircraft

[Airbus Industrie / Boeing]
[A320 / B757-200]
[XOOXX]

[CFM International SA / Rolls Royce]
[CFM 56 / RB211]

XXXXXX kgs

Page 237 of Motion Record
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SCHEDULE 2

Delivery Conditions

The Aircraft will:

{a) not be scheduled to undergo a C Check in block format during the Summer
Season of the Lease Term:

{b) ke in good operating condition;
{c) be clean in accordance with airline industry standards;

{d) have installed the full complement of equipment, parts, accessories, furnishings
and loose equipment as nommally installed in the Aircraft for continued regular
service;

(e) be in Lessor livery,
() have a valid Certificate of Airworthiness;
(g) be airworthy in accordance with the requirements of the Aviation Authority;

(h) be in compliance with Lessor's maintenance program (including the corrosion
prevention program);

{i) be in compliance with all applicable airworthiness directives issued by the State of
Registration as of the Delivery Date;

() have fuselage, wings, empennage, windows and doors in a serviceable condition
in accordance with Lessor's maintenance manual limits and with all external repair
in compliance with the structural repair manual or other data approved by the
Aviation Authority;

(k) have, to Lessor's knowledge, no "No Go" log book snags or temporary repairs
outstanding that could affect the airworthiness of the Aircraft;

)] the Engines shall comply with Lessor's in-service limits for such engines;
{(m)  have installed a complete set of HF radios; and

(m) have five (5) shipsets of loose galley equipment.
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SCHEDULE 3

Intentionally Left Blank.
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SCHEDULE 4

Intentionally Left Blank.
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SCHEDULE 5

Personnel

PERSONNEL

(a) For the duration of the Lease Temn, Lessor will provide such number of sets of
flight deck crew, (each such crew to comprise one Captain and one First Officer)
as in the reasonable opinion of Lessor are necessary for the operation of the
Designated Flights and subject to such adjusiments to Rent which reflect this
number of crews.

(b) No cabin crew shall be provided by Lessor.

{c) For the duration of the Lease Term, Lessor will provide such number of engineers
as Lessee and Lessor agree are necessary for the operation of the Designated
Flights and subject to such adjustments to Rent which reflect this number of

engineers.
ROSTERING

Lessor shall be responsible for rostering its flight deck and Lessee's cabin crew in
connection with this Agreement at all times within the regulations contained in the
Skyservice Operations Manual and in compliance with Aviation Authority reguiations.
Lessor will change its personnel connected with the operation and support of this
Agreement from time to time in accordance with its intemnal policies.

TRAINING

Lessor shall provide training to Lessee cabin crew at a location to be agreed between the
parties which shall be completed no later than 2 days before the applicable Scheduled
Delivery Date.
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SCHEDULE 6

Designated and other Permissible Flights

The Designated Flights to be performed during the Lease Term will be determined by the Lessee
and communicated to Lessor not less than four (4) months before the applicable Scheduled
Delivery Date and shall operate between the sectors set out in the attached Appendix.

Lessee may vary any or all of the Designated Flights if:

{a) such flight or flights as varied are within the operational criteria of Lessor; and

(b) Lessor can roster the flight crew in accordance with all applicable laws and regulatory
regquirements,
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APPENDIX TO SCHEDULE 6

Designated and other Permissible Flights
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SCHEDULE 7
The amount of Rent payable by Lessee to Lessor shall be Cdn$XX per calendar month
Supplemental Rent shall be payable pursuant to Article 6 as follows:

(c) Airframe Supplemental Rent: US$XXX per Airframe Flight Hour, allocated as
follows:

@  1'C Check JJllber Fiight Hour

iy 510 Year Checks -l rer Fiight Hour including landing gear and
thrust reversers;

(@)  APU Supplemental RentJJJoer Fiiaht Hour.

{(e) Engine LLP Supplemental Rent: - per Engine cycle for each Engine
(payable when the Engine is utilised on the Aircraft or ancther aircraft),

()  Engine Performance Restoration Supplemental Rent: [l per Engine
Flight Hour to be adjusted upwards on an annual basis by 3% per annum by way
of agreed adjustment for inftation.
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SCHEDULE 8
Arbitration Procedures

The arbitration shall be commenced by either party giving written notice to the other party
of the Dispute and requesting agreement on the identity of an arbitrator,

The parties will agree on the appointment of an arbitrator who shall be independent from
all parties.

If the parties are unable to agree upon an arbitrator within twenty (20) days of written
notification of the Dispute, each party will appoint a person as arbitrator, and those two
arbitrators will appoint a third arbitrator.

If one party refuses to appoint an arbitrator within twenty (20) days of the expiry of the
period described in paragraph 3 then the arbitrator appointed by the other party shall be
deemed to have been appointed on behalf of both parties.

The place of the arbitration will be Toronto, Ontario.

The parties may request that the arbitrator(s) decide between final and complete
proposals submitted by each of the parties.

The decision of the arbitrator(s) with respect to the Dispute must be rendered, in writing
and must contain a brief recital of the facts and principles upon which the decision was
made and the reasons therefor.

The arbitration, including the existence of the Dispute, the submissions made by the
parties, the evidence submitted, the hearing, any order or decision of the arbitrator(s) and
the award, will be confidential and will not be disclosed by either party or the arbitrator(s)
to any person without the prior written consent of both parties, except as required to
enforce the award, as required by law, as required for disclosure to auditors or affiliated
companies or as pemmitted by subsequent order of the arbitrator(s) made pursuant to a
motion or application on notice to all parties.

The decision or award of the arbitrator(s) made pursuant to this Schedule is final and
binding upon each of the parties and there is no appeal therefrom. After completion of the
arbitration, an action may be initiated by the parties only for the purpose of enforcing the
decision or award and the recovery of costs incidental to the action.

The decision or award of the arbitrator(s) will be conclusively deemed to determine the
interpretation of this Agreement and the rights and liabilities as between the parties in
respect of the Dispute.

Except as may be otherwise agreed by the parties, or as may be ordered by the
arbitrator(s), the arbitrator(s} will be entitled to its or their usual charges for services
rendered to be paid equally by the parties.



Page 246 of Motion Record

v"awnwo._u:u»oaoo..:oo&a&nuo&mu:o:ﬂ@no__og
e .E. . E N ; A

: i . . e |
S eapsamey QI N

|
|

IHINE I E
Rigoed

v g 's 3 emgsny il
Yoy ped oS i
eI oN § e B
wsv-opu g e
S locoo uepuEl  edona 37 assryll
| oy ” gz,mm tﬁinzm

A # : . R0 DHIOR E WS
L = i 4 . 3 RO Shusousieion Y soung §:
sy oS8 ey pi s el
oo L voptly 90U 5 S
w0y yos g ueder B

pusba

uonelado Mo muo._t -
- o]

€ 3MNAIHOS

lel



DATED MARCH 2005

SKYSERVICE AIRLINES INC.
{As LESSOR)

-and -
FIRST CHOICE AIRWAYS LIMITED

(AS LESSEE)

AIRCRAFT EXTENDED CHARTER AGREEMENT
- for -

ONE AIRBUS [B757/A320]
MANUFACTURER'S SERIAL NUMBER XO(XX,
REGISTRATION MARKS X000{N00OX
(SUMMER SEASON)
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APPENDIX 3 _
DEFINITION OF COMPETITORS

1. For the purposes of this Agreement, "Competitor" means:
{a) Any one or more of the following:

(i) TUI AG

(ii) Thomas Cook AG

(i) MyTravel Group plc

(iv) Club Mediterranee

(v) Kuoni Travel Holding Ltd

(vi) Holidaybreak plc

(viiy  Transat A.T.Inc

(vili)  Westiet Airlines

(ix) Go Go Travel

() Apple Vacations

(i} Liberty Travel

(xii) IAC (Expedia)

{xii} Cendant

{xiv) Travelocity

{(xv)  Yahoo

(xvi} Google

{(xvi} Amadeus

(xviil)y  Galileo

(xix} Sabre

(o) Any corporation or group of Persons carrying on the business of air carriers,
outbound tour cperators or travel agents in Canada (other than Skyservice

and its Affiliates at the date hereof).

together with any of their successors, and any of their Affiliates.

2. On or prior to each anniversary of the Commencement Date FCC shall request the addition
to the list in paragraph 1 of any other Person that it reasonably and in good faith considers
has acquired, directly or indirectly or as a result of one or more acquisitions at any time holds,
10 per cent or more of the total air carrier, outbound tour operator or fravel agency market (as
the case may be) in any of United Kingdem, Ireland, France, Germany, Spain, Scandinavia or
Canada.

Skyservice shall, within 10 Business Days of request, notify FCC whether it agrees or, if it
reasonably and in good faith considers no such market share has been acquired, disputes
{by notice specifying the basis for the dispute) the addition.

If no notification is received or if Skyservice agrees the addition, such Person shall be deemed to
have been included in the list in paragraph 1 from the date of request

G:\LegalAirdines -200\File 200-09% First Choice formerly Air 2000\Commercial Agreemeni\Execution versions\Commercial
AgreementiSSY Commercial Agreement 070606 -execufion version.doc
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APPENDIX 4
ARBITRATION PROCEDURES

1. The arbitration shall be commenced by either Party giving written notice to the other Parties
of the Dispute and requesting agreement on the identity of an arbitrator.

2. The Parties will agree on the appointment of an arbitrator who shall be independent from all
Parties.

3. If the Parlies are unable to agree upon an arbitrator within twenty (20) days of writien
netification of the Dispute, each Party will appoint a person as arbitrator, and those two
arbitrators will appoint a third arbitrator.

4. If one party refuses to appoint an arbitrator within twenty (20) days of the expiry of the period
described in paragraph 3 then the arbitrator appointed by the other party shall be deemed to
have been appointed on behalf of both parties.

5. The place of the arbitration will be Toronto, Ontario.

6. The Parties may agree that the arbitrator{s) decide between final and complete proposals
submitted by each of the Parties

7. The decision of the arbitrator(s) with respect to the Dispute must be rendered, in writing and
must contain a brief recital of the facts and principles upon which the decision was made and
the reasons therefore.

8. The arbitration, including the existence of the Dispute, the submissions made by the Parties,
the evidence submitted, the hearing, any order or decision of the arbitrator(s) and the award,
will be confidential and will not be disclosed by any of the Parties or the arbitrator(s) fo any
person without the prior written consent of all of the Parties, except as required to enforce the
award, as required by law, as required for disclosure to auditors or affiliated companies or as
permitted by subsequent order of the arbitrator(s) made pursuant to a motion or application
on netice to all Parties.

9. The decision or award of the arbitrator(s) made pursuant to this Appendix is final and binding
upon each of the Parties and there is no appeal therefrom. After completion of the
arbitration, an action may be initiated by the Parties only for the purpose of enforcing the
decision or award and the recovery of costs incidental to the action.

9. The decision or award of the arbitrator(s) will be conclusively deemed to determine the
interpretation of this Agreement and the rights and liabilities as between the Parties in respect of
the Dispute.

10. Except as may be otherwise agreed by the Parties, or as may be ordered by the arbitrator(s),
the arbitrator(s) will be entitled to its or their usual charges for services rendered to be paid
equally by the Pariies.

GiLegalirlings -20(\Filz 200-099 First Cheice formerly Air 2000MCommercial Agreement\Execution versionsi\Commercial
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APPENDIX 5
SCHEDULE OF OPERATING COSTS

1. For the purposes of this Agreement, “Operating Costs” shall mean: all costs (including, but not
restricted to) associated with operating the Aircraft and performing the Programme pursuant to
that Charter Agreement (including the costs of positioning flights), as more particularly set out
below:

a. Aircraft lease costs, including without limitation:

* Rental

* Maintenance reserves (fo the extent that these are not recovered at the end of the
lease term);
Insurance

Taxes and indemnities payable by Skyservice pursuant to the lease; and
All charges associated with the return of the Aircraft in accordance with the lease
terms;

b. Aircraft maintenance and repair costs;
c. Fuel and oil costs;

d. Ground handling costs, including without limitation:
» Ajrcraft, passenger, baggage and carge handling
+ De-icing
» Aircraft cleaning and catering
e Security;

€. Airport, govemment and navigation fees; and
f.  Flight and ¢abin crew salaries and expenses.; and

g. Irregular operations, welfare costs and sub-chartering of replacement aircraft (irregular
operations and subservice)

Any costs or charges falling within the categories set out above shall not be considered to be
Operating Costs to the extent that they are incurred by Skyservice as a result of the Gross
Negligence or wilful misconduct of Skyservice or to a breach by Skyservice of its obligations
pursuant to a lease.

GiLegal\Airlines -200\File 200-099 First Choice formerly Air 2000\Commercial AgreementiExecution versions\Commercial
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APPENDIX 6
SCHEDULE OF QUALIFYING OVERHEADS

The Overhead Charge shall consist of charges in respect of the following line items only:

Finance

Executive Administration
Legal Adrinistration

Human Resources

Safety Management System
Commercial Planning & Sales
Project Management Office
Distribution

QA Flight Operations

Ground Operations

Crew Scheduling

Travel Services

Dispatch and Operations
Operational Safety

All Airports Administration
Management Information Services
Telecommunications
Customer Relations

Facilities

Bath Road Training Center
Amortizatioh in accordance with IAS GAAP

Any one-off or exceptional costs falling within the categories described above, projected to be
incurred in the Holiday Year 2006/7 or any subsequent Holiday Year in which the Overhead
Charge is to be recalculated pursuant to Clause 6.2.2, shall be excluded from the cumulative
Overhead Costs.

G\Legahinines -200'File 200-098 First Choice formerly Air 2000\Commercial Agreement\Execution versions\Commercial
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APPENDIX 7

PROFIT CHARGE CALCULATION

In respect of any Holiday Year that there are (A) the number of Year-Round Aircraft specified in
Column 1 and (B} the number of Seasonal Aircraft specified in Column 2 of the table in this Appendix
7 the applicable Profit Charge per Aircraft per month shall be that set out in Column 3 of the Table.
The amounts set out in the table have been calculated by calculating the blended and weighted
average of the underlying rates agreed between the parties in respect of any Holiday Year of

First Three Year-Round Aircraft in any Holiday Year:

Fourth and subsequent Year-Round Aircraft in any Holiday Year:
First Seasonal Aircraft:

Second Seasonal Aircraft:

Third and subsequent Seasonal Aircraft:

The Profit charges set out in the table below shall be subject to escalation on each anniversary of the
Commencement date by a percentage amount equal to the perceniage increase (if any) in the
Consumer Price Index.

In the event that there are more Year-Round Aircraft or more Seasonal Aircraft in any Holiday Year
than contemplated by the table in this Appendix 7 then the applicable Profit Charge per Aircraft Month
shall be calculated by extending the table on the principle set out above and in accordance with the
formula below to the extent necessary to contemplate the relevant numbers and mix of Year-Round
or Seasonal Aircraft for that Holiday Year.

No. of Year-Round Aircraft No. of Seasonal Aircraft Frofit Charge Cdnd
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The amounts set out column 3 above are calculated on the assumptions that (A} the Charter
Agreements relating to the Seasonal Aircraft have an average term of 4.5 months and (B) each
Charter Agreement for a Year-Round Aircraft starts on the commencement of a Holiday Year and
terminates at the end of that Holiday Year. In the event that it is determined at the end of any
relevant Holiday Year that either of the foregoing assumptions has proved to be incorrect then the
applicable Profit Charge per aircraft month for the Holiday Year shall be adjusted in accordance with
the formula set out below and that if (i) as a resuit of such adjustment the amount paid in respect of
profit charges under the Charter Agreements during the Holiday Year to date exceeds the amount
that would have been paid by applying the adjusted Profit Charge to the Aircraft Months then
Skyservice shall pay the excess to FCC forty five (45) days or (i) as a result of such adjustment the
amount paid in respect of Profit Charges under the Charter Agreements during the Holiday Year to
date is less than that which would have been paid using the adjusted rate FCC shall pay the shortfall
to Skyservice within forty five (45) days of the receipt of an invoice for the same (the excess or
shorifall as the case may be being an “Adjustment Payment”}

X=(AxB)+{CxD)
E
Where
X is the applicable Profit charge

A is the blended and weighted average rate of profit charge applicabte to the number of Year-Round
Aircraft operated during the Holiday Year

B is the total number of Aircraft Months of Year-Round Aircraft in that Holiday Year

C is the blended average rate of profit charge applicable to Seasonal Aircraft

D is the total number of Aircraft Months for Seasonal Aircraft in that Holiday Year

E is the total number of Aircraft Months for that Holiday Year (being the sum of B and D).

The Parties have agreed that the minimum average duration of each Charter Agreement relating fo
Seasonal Aircraft will be 4.5 months there will therefore be no adjusiment to the charges set out
above if for any season the average duration of Charter Agreements relating to Seasonal Aircraft is

less than 4.5 months.

Worked Example - for illustration purposas only

At the commencement of a Holiday Year it is projected that the average duration of the 3 charter
agreements relating to Seasonaf Aircraft shall be 4.5 months and that the Year-Round
Aircraft producing a profit charge per aircraft month for that Holiday Year om At the end
of the Holiday Year it is (i) determined that the average durafion of charter agreements relating fo
Seasocnal Aircraft has in fact been 4.8 months and (i) the parties agree that a 5 Year-Round Aircraft
was added with effect from 1% May in that Holiday Year. The following calculation shall be made.

X= + (85 x 14.4
68.4

Produce an X value of _

! See worked example for explanation of blended and weighted
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Producing an adjustment payment of Cdn$165,648 due fo FCC from Shkyservice at the end of the
Holiday Year.

NB: the calculation of AxB has two elements to produce the weighted blended rate as the blended
rate for Year-Round Aircraft applicable in this holiday year has changed mid-year. The 4 Year-Round
Aircraft blended rate ((75+75+75+50)/4 =68.75) is applicable to the winter season during which there
were 24 aircraft month and the 5 yr round aircraft blended rate ((75+75+75+50+50) / 5 = 65) is
applicable to the summer season during which there were 30 aircraft months

i.e. AxB = (68.75 x 24) + (65 x 30).
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APPENDIX §
CHARTER FEE

Tariff

The Tariff under each Charter Agreement shall be calculated on the following basis. The Charter Fee
shall be an amount equal to the quotient of:

(A) the sum of (i) the applicable Profit Charge determined in accordance with Clause 7, pro-rated
daily for the Term; (ii) all projected Operating Costs associated with operating the relevant Aircraft
and performing the part of the Programme applicable to that Aircraft in accordance with the budget for
the relevant Holiday Year agreed in accordance with Clause 11 and (iii) the Overhead Charge
determined in accordance with Clause 6.2

Without limiting the generality of the foregoing, the amounts payable pursuant to (i} shall include,
without limitation, the following:

s The relevant Aircraft lease costs (including without limitation Taxes and
indemnity obligations (including currency indemnity) pursuant to the Lease
Agreement, return of the Aircraft in accordance with the Lease Agreement, and
costs associated with enforcement of warranties relating to the Aircraft)

Fuel and oil

Maintenance and Repair

Aircraft, passenger, baggage and cargo handling, Airport and Government Fees
Catering and Commissary

De-Icing

Navigation Fees

Flight Crew and Cabin Crew Salaries and Expenses
Administration

Aircraft Positioning Expenses

Security

Insurance

Irregular Ops and subservice

divided by:

(B) the Seat Miles planned by FCC for the applicable Holiday Year, subject always to the
Minimum Seat Mile Guarantee.
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APPENDIX 9
BONUS STRUCTURE

(A) In relation to any Holiday Year in which the total unit costs in respect of Operating
Costs for the Holiday Year are less than or equal to the total projected unit costs in
respect of Operating Costs in the Budget for that Holiday Year, in addition to the Charter
Fee iaiments in respect of such Holiday Year FCC shall pay to SSV the sum of

For the purposes of making the calculations in this paragraph {A), a) amounts in relation to fuel
shall be removed for the bonus calculation b) any costs attributable to IROPs will be removed for
the bonus calculation and ¢) accrual releases must be added back in.

(B) In refation to any Holiday Year in which the aggregate of the total unit costs in
respect of Controllable Operating Costs are less than the projected aggregate total unit
costs in respect of Controllable Operating Costs in the Budget for that Holiday Year, in
addition to the Charter Fee payments in respect of such Holiday Year and any payment
that may be made pursuant to paragraph (A) FCC shall pay to SSV an amount equal

f the amount (if any) by which the aggregate of the Controllable Operating Costs
in the relevant Holiday Year are less than the projected aggregate Controllable
Operating Costs for such Holiday Year as set out in the Budget for that Holiday Year.

For the purposes of making the calculations in this paragraph (B), &) any costs attributable to
IROPs will be removed for the bonus calculation and b) accrual releases must be added back in.

The parties agree that only the following line items from the Operating Cost line items
shall be “Controllable Operating Costs” for the purposes of this Appendix 9.

Cabin Crew Salaries and Expense
Crew Movements

Catering and Comimissary
Non-contracted Repair and Qverhaul
Inflight Sales

Miscellaneous Revenue

Ground Handling & Airport Fees
Line Maintenance

Line Maintenance recovery
Hangar 6 and 6A

Insurance

Pilot Salaries and Expenses
Aircraft Delivery Expenses

Adhoc Sales

Gi\Legal\Airlines -200\File 200-099 First Choice formerly Air 2000\Commercial Agreemeni\Execution versions\Commercial
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Appendix J

INVOICE REV-005130 ISSUED MARCH 17, 2010
FOR FLIGHTS FOR THE PERIOD MARCH 27 — APRIL 2, 2010



[yservice
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airlines Invoice Number  REV-005130
31 Fasken Drive Date 3ATI2010
Etobicoke Ontario MW 1K6 INVOICE Payment Terms  NETO0
CANADA Customer ID SIGVAC1C
Signature Vacations - Revenue
1685 G.5.T. Registration: 13529 1468 RT0002
85 Teoh Ave W H.S.T. Registratior: 13620 1456 RT0002
Mississauga ON - LAW OAT QST Registration: 1012236285 TQO0O
Attention: Susana MeCullough
Descripton Guantity Amount
Fiights for he period of Mar 27 - Apr 2, 2010 1 %3,189,731.34
This nvolcs Includes meals for $19,237.88
Thank you for choosing Skyservice Alriines %"%ﬁ-‘ﬂ %.189‘7%
TOTAL - GAD $3,180.731.34

Any guestions or concems, please cail:

Shavir Mistry
Phone; {416) 679 5893

Please make cheques payable lo Skyservice Aslines Inc.
Wira Iransfer funds to; cofo HEBG Bank Canada

BMW%KMW%——N
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Appendix K

INVOICE REV-005146 ISSUED MARCH 23, 2010
FOR FLIGHTS FOR THE PERIOD APRIL 3 -9, 2010



Skyser\nce
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airlines Invoice Number REV-005146
31 Fasken Drive Date 3f2372010
‘Etobicoke Ontario M9W 1K& INVOICE Payment Terms  NETO
GANADA Customer ID SIGVACIC
Signature Vacations - Revenue
G.8.T. Registration: 13520 1458 RT0002
:ﬁa‘; Tech A‘g’N L&W 0AT H.S.T. Registration: 13529 1458 RT000Z
ississauga Q.S.T. Registration: 1012236286 TQOO01
Attention: Susana McCullough
Descrpton Guantity Amount
Flights for the perfod of Apr 3 9, 2010 1 $2,449,083.04
This invalce Includes meals for $14,770.73
Thank you for choosing Skyservice Alrfines 2‘;’}“’“’ $2'449'°g'gg
TOTAL  GAD $2.449,083.04

Any questions or concerns, please call;

Shavir Mistry
Phane; {416} 679 5893

Frnail shavic_misty@sh ire oM

Please make chegues payable to Skyservice Airlines Inc.
Wire transfer funids to: ¢fo HSBC Bank Canada

885 West Georgia Streel; Sulte 200, Vancouver, BC VEC 3G1
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Appendix L

INVOICE SALES000000817 DATED MARCH 26, 2010
FOR PASSENGER TAXES FOR THE PERIOD MARCH 8 - 14, 2010



"Skyservice Alrlines Inc.
31 Fasken Drive -
Etobicoke Ontario MOW 1K8

Customer:

Signature Vacations-Taxes
1685 TECH AVE
MISSISSAUGA ON  [4W 0A7

Description:
316 TAXES MARCH 8-14 2010

I SIGVACZG

DELIVERY

Page 264 of Motion Record

$355,969.25

$0.00

$0.00

. $0.00

$0.00

$0.00

$3565,869.25
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Appendix M

CREDIT NOTE REVCRD-001472
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77 Skyservice

airlines Credit Note No.  REVCRD-001472
31 Fasken Drive ' Date 312312010
Etobicoke Ontario M3W 1K6 CREDIT NOTE  Payment Terms

CANADA Customer 1D SIGVAC1C

Signature Vacations - Revenue

1685 Tech Ave
Mississauga ON  L4W DAY

G.5.T. Registration: 135629 1458 RTOCO2
H.5.T. Registration: 13529 1458 RT0002
QL.5.T. Registration: 1012236286 TQOO0C1

Attention: Susana McCullough

Descrption Quantity Amount
Credtt for YYZ-GUN-YYZ fighis on Mar 26 & Apr 2, 2010 ' 1,00 $119,609.88
Thank you for choosing Skyservice Airlines (33'-8'{7:}0@!_ $119.6:3.gg
TOTAL GAD $11 9.809:36
Any questions or congerns, please ¢all:
Shavir Mistry Please make cheques payable to Skyservice Airfines [nc.
Phone: (416} 8§79 5893 Wire transfer funds lo: ¢fo HSBC Bank Canada

—Email - shavic_mistra@skysendce.com #85 West Georgia Streef, Suite 200, Vancouver, B.C. VEC3G1 . |
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Appendix N

INVOICES:
REV-005183, SALESS000000826, SALESS000000822 AND
SALESS000000823



7 Skyservice
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airlines Involce Number REV-005183
31 Fasken Drive _ ' Date 3/31/2010
Etobicoke Ontario NIOW 1K6 INVOICE Payment Terms NETO "
CANADA : Customer ID SIGVAC3U
Signature Vacations-Rebll
6 G.5.T. Registration; 13529 1458 RT0002
1685 TECH AVE H.S.T. Registration: 13529 1458 RT0002
MISSISSAUGA ON  LAWOAT7 Q.S.T. Registration: 1012236286 TQO001
Attention: Sophia Cassanc
Description | ‘ Quantity —Amount
Fuel Differential for the month of March 2010 ' 1 US$554,296.56
: I - | Subtotal US$554,296.56
Thank you for choosing Skyservice Airlines ST US$0.00
: TOTAL UsSD US$554,296.56
Any questions or concemns, please call;

Shavir Mistry Please make cheques payable to Skyservice Airiines Inc.
Phone: (416) 679 5893 Wire transfer funds to; ¢fo HSBC Bank Canada
Email : shavir_mistry@skyservice.com B85 West Georgla Street, Sulle 200, Vancouver, BC V&G 3G1

Transit10270 Account:217436-070
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Skyservice Airlines Inc. Patees
31 Fasken Drive - Exchange
Etobicoke Ontario M9W 1K6

=] SALES000000826
o s 0ny 81 F2GHhh Record

Rate 1,1500000

Customer;

Signature Vacations-Taxes
1685 TECH AVE
MISSISSAUGA ON  L4W 0A7

S| nstomaE]
SIGVAC2U

Description: ' Amount
SIG MBJ TRAVEL TAX LS$25,875.00

US$25,875.00
US$0.00
US$0.00 |.
US$0.00
Us$0.00
US$0.00

15$25,875.00




'_'51

SALES{)00000822
Y210

naH Record

'"

Skyservice Alrlines Inc,
31 Fasken Drive
Etobicoke Ontario M9W 1Ké

Customer:

Slgnature Vacations-Taxes
1685 TECH AVE
MISSISSAUGA ON L4W DA7

SIGVAG2C I DELIVERY ' NET7

Description: Amount
SIG PAX TAXES MARCH 15-3112010 $647,445.25

$847,445.25
$0.00
$0.00
$0.00
$0.00
$0.00
$647,445.25




SALES000000823
{ 3RE1Y2040 Record

Skyservice Airlines Inc.
31 Fasken Drive

Etobicoke Ontario MOW 1Ké

Exchange Rate. - 1.1500000

Customer:

Signature Vacations-Taxes
1685 TECH AVE
MISSISSAUGA ON L4AW 0A7

igtomeriDe—=
GVAC2U

Tsi

Dascription:

Amount
151G PAX TAXES MARCH 15-31| 2010 . US$787,683.00

US$787,683.00
Us$0.00
Us$0.00
US$0.00
US$0.00
US$0.00

US$787,683.00
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Appendix O

SKYSERVICE LETTER OF CREDIT
(THE “SKYSERVICE LC”)



4168683803

H

CA50U-08F-M4

PO -
i v

12:16:30 p.m.

T et ™ g,
U AP BTN |

Tride Servives
8/F., 250 University Ave,,
S AREAg?
8Y “CREDIT NO:PEBHCVS26404

SBC 4xmt;[‘.nrnnl;:),h()nt. M5H 3

DATE OF AMEND
150072009

|ISSUED ON  ; 080CT2000

10-13-2009
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FIBA25 (117199
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BENEFICIARY:

" FIRST CHOICE CANRDA. INC. .

1685 TECH AVENUE

MISSISSAUGA, ON L4W OA7 CANADA

------------------------------------

ADVISING BANK:
Y78 BENEFICIARY

APPLICANT,
SEYSERVICE AIRLINES-INC

ONTARIO M9W 1Ké CANADA

Thia amendment (No. 013

[must be attached thereto,

31 FASKEN DRIVE, ETOBICOKE

--------------------------

-----------

} Eorma

an integral part of the above
mentioned etandby lettexr of credit and

A AN N TR M MM VN M AL e e A R R M N N A ey e ke g e T T R AR S WY W e e e W W W ar W W ML EE W A Rk A

AMEND DATE AND PLACE OF BXPIRY TQ 1100T2010,

L R el L L -y

WE HEREBRY AMEND THIS STANDBY LETTER OF CREDIT AS FOLLOWS
INSERT:
THE AMOUNT OF THIS STANDBY LETTER OF CREDIT SHALL AUTOMATICALLY
INCREASE/DECREASE IN ACCORDANCE WITH THE FOLLOWING SCHBEDULE:
INCRESE/DECRESE TOQTAL CREDIT AMOUNT

EFFECTIVE DATE AMOUNT

25
01
(+]3
13
27
28
14
21
04
18
03

oCT
NOV
DEC
DEC
DEC
FER
MAR
MAR
APR
APFR
MAY

2009
29009
2009
2909
200%
2010
2010
2010
20190
2010
20190

INCREASE
TNCREASE
INCREASE
INCREASE
DECREASE
INCREASE
DECREASE
DECREASE
DECREASE
DECREASE
DECREASE

BY CAD 699,000.00

BY CAD1,100,000.00

BY CAD2,100,000.00

BY CAD3,&500,000.00

BY CAD1,400,000.00
BY CAD 900,000.00
BY CAD 500,000.00
BY CAD1,000,000.00
BY CAD1,000,000.00
BY CAD1,900,000,00
BY CADZ, 699, 000,00

CAD 700,000,00
CAD1, 800, 000.00
CADJ, 900,000,00
CAD7,500, 000, 00
CADE, 100, 000.00
CAD7, 000, 000. 00
CADE, 500, 800, 00
CADS, 500,000, 00
CAD4, 500,000, 00
CADZ, 700, 000,00
CAD 1,000.00

IN COUNTRY QF ISSUING BANK

L R W TR AR W WA W WR W RR TR AR FR M AN RR M R AR M M ke A R N N N ML e e e e PR T PN R S R S M e ek ke e A W W W M W W W

HSBC Bank Cineda

e
‘d"-l""\:.u"-'luii YUEN
#1741~

\A

R

LRI

212

ORIGINAL
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Appendix P

FCC (NOW SUNWING) LETTER OF CREDIT
(THE “FCC LC”)
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4168683803 CA250U~08F-M4 Q14249 pum. 11232009 249
- HSBC <) ms
' S 0P2-508516-540
DC AMENDMENT ADVICE DATE  150CT2009
HSBC BANK CANADA Taoarae TE OUR 5t No-

250 UNIVERSITY AVENUE
BTH FLOOR, C/0 TRADE SERVICES CTR
TORONTC ON MS5H 3ES ATTN FLORENCE

DEAR BIRS,

DOCUMENTARY CREDIT NO. T4Q3788
AMQLUINT G 1,000,000.00

AD
ISSUING BANK ROYAL BANK OF SCOTLAND PLC
UNITED KINGDOM ’
INTL DIVISION LONDON
APPLICANT FIRST CHOICE CANADA INC

LATEST SHIPMENT DATE
EXPTIRY DATE JONOV2010

We advise having received an amsndment to the above documentary
cradit. Pleasa provide ug with your notification of acceptance
or rejection of this amendment prior to bhe date of presentation
of documsnts. Kindly attach this or any other amendment to the
original DC when praesenting décuments, should the amendment (g}

ba acceptable to you.
Impartant Notice to Baneficlary

------------ L L L L L T

Fleage check the terms and conditions of this amendment

( immedistely and note that we are unable to make any changes
without the Issuing Bank's authority., Accordingly, should amny of
itz terms and conditiong be unacceptable, please contact the
applicant directly, requesting a further amendment to he advised to

us without delay.

We have not added our confirmation to thia credit and .
consequently this credit conveys no engagement/responsibility
on our part.

We inwvite Eou to coneult us on any of the credit's condition
which may be unclear. Please feel free to contact any ¢f our following

Trads and Supply Chain Centrea for asgistance:-

Calgary: 8th Ploor, 407- 8th Ave, S.W., Calgary, AB, T2P 1BES
Tel: 1-888-218-5888 Fax: 1-~888-838-8839

Montreal: 2001 McGill College Avenue - Suite 610 Montireal, QC, H3A 1Gi
Tel: (514)861-2521 or 28317 Fax: (514)8£6~5492

Toronto: 8th Floor, 250 University Avenue, Toronte, ON, MSH 3ES
Tel; {516)868-8251 Fax: {416)858-B408

Vancouver: 22nd Floor, 885 Weak Georgia'street, Vancouver, BC, V8C 3Es
Tel: (604)641-2603 Pax: {(604)641-2501

Documents together with your payment instructions should be presented
£o us at any of our Trade and Supply Chain Centre indicaked above.

THIS COMPUTER GENERATED ADVICE DOES NHOT REQUIRE A éIGNATURE.

HSBC BANK CANADA
Trade end Supply Chain, 250 University Ave, 8th Floor, Toronto, Ontario MSH 3BS

Swift : HKBCCATT
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4168683803 CA250U~08F-4 01:43:10 p.m. 11-23-2003 3/8
Wed Cct 14 2009 09:29:44 PM BST HTTRCV:54443 Page 1
k3 VhEkkrAAFARNEXENRAE  GROUP MESSACING GATEWAY 2HeaRtutkthatkdktrhhkrrdethihkn
: »aT NO HITRCV:54443 BY HTT OPR 35014060 14-0ct-2009 AT 21:29:44

IRN 092870492692 SERVICE IN SWF13} HASH 1111

SRN 14HKBCUATTAXXN322595 SERVICE OUT OSN 322595

*

A

&

* SENDER
* ROUTE
*
*
*
*

dkkkkdh R

* xk% INFORMATION WARNING BITS SET w»x
* Checksum correct,Procesged Routin

ADDRESS RBOSGBAL
CODE (RBOSGBLC) ROYAL BANK OF SCOTLAND PLC

INTL DIVISION
WAT?RHOUSE SQUARE
138/142 HOLB
LONDON EC1N

2TH K
RAR R AR AR AR AE R R AR AR AR Ak r ok k Rk ket hk bk kRN hkk kb khh kb kv k S bk b

; Msyg
e Parsed, Messagfc}?asse To InhoX

LE R EEE R Y  E E EE E E LR

* Mespaa
* Standgrd Digeat Veri ation Success,RMA Authorization success
* Coﬂ' Servicé Checked _
W % o ¥ P e e YRS TS SRR Y S F R R TR RS R ARES RS LSS RS SRR SR N E LS SRS LS
%:Fg%71?EE%;E%{E%%%@%%%ESSS 072129?2690910141214N}
13108 091014R4N2K 010 W&LAMrdedﬂvﬂ%%wﬂa it WA
67 GUARANTEE ¥ LETTER OF CREDIT AMENDMENT any ungaqemvr 31 el iy g el
27 uﬁence of 'ro tal | BIRRE A ,_“%4 i
Total Z TORSie Mo, GNTAG
20 Transaction Reference Number 403788
21 Related Rafarence NONREF
gg gugther Ident‘iflcatlon Isgggﬁﬂﬂg AP AT H IR LA R N Trd rd fur b HAR A A TR AR A PR
are B { YROMIFED SR
26R Number of Amendnent 2 LUTHORIZED Sﬁa&.«iuﬂ&d
31 Date of Issue or Request to Issue 270CT2008
77 Amendment Datails

TOP URGENT
FOR THE ATTENTION OF FLORENCE PANG, SENIOR SECTION OPERATIONS

MANAGER, TEL: 416 868 8153
AT THE REQUEST OF OUR CUSTOMER PLEASE ADVISE HEBC BANK CANADA,

250 UNIVERSITY AVENUE, TORONTO, ONTARIO H 35S THAT OUR
IRREVOCABLE STANDBY LETTER OF CREDT Nuﬁazn T403733 FOR
CAD 1,000,000,00 IN THEIR FAVOUR oS AMEND FOLLOWS :
DELETE THE FOLLOWING PARAGRAPH IN ITS ENTIRETY
QUOTE
THE AMO OF THIS STANDBY LETTER OF CREDIT SHALL AUTOMATICALLY
é§§§§%§3 DECREASE IN ACCORDANCE WITH THE FOLLOWING SCHEDULE:
DATE : AMOUNT INCREASE/DECREASE TOTAL CREDIT AMOUNT
31ST OCTOBER 2008 CAD 3,600,000.00 CAD 4,600,000,00
4TH DECEMBER 2008 CAD &, 000,000 00 CAD 10,600,000.00
30TH MARCH 2009 CAD 3,600,000.00 CAD 7,000.000.00
34TH APRIL 2009 CAD 2,100,000.00 ¢aD 4,900, 000.00
/8TH MAY 2009 CAD 3,300,000.00 CAD 1i,000,000.00
UNQUOTE '
AND IS REPLACED WITH THE FOLLOWING:
QUOTE
THE AMO! OF THIS ETANDBY LETTER OF CREDIT SHALL AUTOMATICALLY
INCREASE/D DECREASE IN ACCORDANCE WITH THE FOLLOWING SCHEDULE:
DATE AMOUNT INCREASE/(DECREASE) TOTAL CREDIT AMOUNT
. J:sTH OCTOBER 2009 (CAD  300,000.00) - CAD 700, 000.00
‘", D18T NOVEMBER 2009 CAD 1,100,000.00 GAD 1,800, 000.00
,06TH DECEMBER 2009 CAD 2,100,000.00, CAD 3,900.000.00
“13TH DECEMBER 2009 CAD 3.600.000.00 CAD 7,800, 000.00
27TH DECEMBER 2008/ (CAD 1,400,000.00), CAD 6,100, 600.00
28TH FEBRUARY 20107 <CAD  900,000.00 CAD 7,000, 000.00
14TH MARCR 2010 (CAD 500, 000.00) / CAD 6,500, 000,00
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. 4168683803 CAZ250U-08F - M4 01:432:40 p.m, 11-23-2009 48

Wed Oct 14 2009 09:22:44 PM BST HTTRCV:54443 Page 2

215T MARCH 2010 Cab 1,000,000.00 CAD 5,500, 000.00
04TH APRIL 20310 CAD 1,000, 000.00). CAD 4,500;000.00
18TH APRIL 2010 {CAD 1,800,000.00). CaD 2,700,000.00
0STH MAY 2010 CAD 2,659, 060.00- CAD 1.,000.00
UNQUOTE .

ALL OTHER TERMS AND CONDITIONS REMAIN UNCHANGED.

PHIS MESSAGE IS THE OPERATIVE INSTROMENT AND NO MAIL CONFIRMATICN
WILL FOLLOW.

EXCEPT SO FAR AS OTHERWISE EXPRESSLY STATEBéTTHIS AMENDMENT

I8 SUBJECT TO THE ''UNIFORM CUSTOMS AND
DOCUMENTARY CREDITS': (2007 RggISION) IRTERNATIONAL CHAMBER -

OF COMMERCE PUBLTICATION NO.

KIND REGARDS
BONDS QUARANTEES

LONDON / AL
{5: {CHK:CC68615CFEEE} }

P I 223222 2 33332322 PSR R SRS TR S 222222222 s 2 2o 2Rt sttt sl &)

PRT NO HTTRCV:54443 BY HTT OPR 315014060 14- OCt 2009 AT 21:29:44
END OF MESSAGE

o~
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4168683803 CA250U-0BF-M4 01:43:53 p.m. 11-23-200% 5/

*
L

Mor Oct 27 2008 04:19:59 PM GMT HTTRCV:40215 Page 1

Kby ArckwarERerkxihdrs GROUP MESSAGING GATEWAY Mhdewkfrrahbbwahmibbsdddbihhd kn
PRT NO HTTRCV:40215 BY HTT OPR 25188474 27-0ct-2008 AT 16:19:59

IRN 083010428282 SERVICE IN SWF14 HASH 111l
SRN 27HKBCCATTAXXX482555 SERVICE OOT OSN 482555

*
*
*
*
*
SENDER ADDRESS RBOSGB2L *
ROUTE CODE (RBOSGBLLC) ROYAL BARK OF SCOTLAND PLC *
INTL DIVISION *

WATERHOUSE SQUARE *

138/142 HOLBORN *

LONDON EC1N : *

2TH U K ¥

ISR ZTE ST SRS AYSEFE YR RREERSSSE RS AR SRR RA TR SRS RR RS RR R N RS FEY FIF RSN EY LY LR Y
*x* TNFORMATION WARNING BITS SET v#++ *
Checksum correct Procesged Routin? Msg :
[ ]

*

*

* Message P f d, Messa e Pagsed To
» Standard Digest Verification Succass, RMA Authorization succesgs

* Cog¥ Sexrvice Checke
* kW I E N E R R F SRS R FEFIEEE LR RIS SN E SRR SR FEERENEINFFEREREERREF RS SR ERE SR 20 F X

1: FO1HKBCCATTAXXX5376482553
i 138561981140810271207N}

L R R B E RN I R

2: 767160708102?RBOSG32 XX
3:?108 :081027RAJRXT0LO1

T 767 GUARANTEE AMENDM
27 Secmience of Total

Number }

Tota 1
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C
URGENT FOR THE ATTENTION OF FLORENCE PANG, SENICOR SECTION

MANAGER TEL 00 416 868 8193
AT THE UZST OF QUR CUSTOMER PLEASE ADVISE HSBC BANK CAN

CANADA
250 UNTVERISTY AVENUE, TORONTO, ONTARID, MSH 3IES THE FOLLOWING:
OUR STANDBY LETTER OF CREDIT NOMBER T403788 IS AMENDED AS

FOLLOWS
INSERT BEFQRE THE PARAGRAPH BEGINNING ''IS A CONDITION OF THIS
STANDBY LETTER OF CREDIT THAT IT SHALL BE DEEMED TQ BE
AUTOMATICALLY EXTENDED WITHOUT AMENDMENT FOR ONE YEAR'' QUOT

THIS STANDBY LETTER OF CREDIT EXPIRES ON NOVEMBER 30, 20089 ANb Ir

UNQUOTE.
ALL OTHER TERMS AND CONDITIONS REMAIN UNCHANGED.

ggIS IS THE OPERATIVE INSTRUMENT AND NO MAIL CONFIRMATION WILL

-

EXCEPT $O FAR AS OTHERWISE EXPRESSLY BTATED THIS AMENDMENT
IS SUBJECT TO THE ''UNIFORM CUSTOME AND PRACTIC
DOCUMENTARY CREDITS" (2007 REVISION) INTERNATIDNAL CHAMBER

OF COMMERCE PUBLICATION NO. 600.
‘51 {CHK: C48769CE3A44 })
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NEW DC ADVICE DATE 270CT2008

HSBC BANK CANADA PLEASE QUOTE OUR REF NO.

250 UNIVERSITY AVENUE T403788 -00

BTH FLOOR, C/0 ‘TRADE SERVICES CTR
TORONTO ON MS5H 3E5 ATTH FLORENCE

DEAR SIR,
DOCUMENTARY CREDIT HO. 403788
AMOUNT CAD 1,800,000.00

ISSUING BANK ROYAL BANK OF SCOTLAND PLC
UNITED XINGDOM
INTL. DIVISION LOGNDON
APPLICANT FIRST CHOICE CANADA INC

plicable rulea stipulated in tha credit, we

In accordance with the a
Ee capticned Documentary Credit in your faveur.

advise having received t

Important Notice to Beneficiary

Please check the terms and conditions of thia credit immediately
and note that we are unable to make any changesa withoub the
Issuing Bank's auchority, Accordingly, should ang of lts terms
and conditions be unacceptable, please contact the applicant
directly, requesting an amendment to be advised to us without

delay.
“  3hould this be a Transferable Credit and sbould we be authorized
4 to effect such kranafer, please note that we are under no
obligation to do so. '

Prasentation of document({s) that are not in compliance with any
apglicable Anti-boycott, Antiterxroriam, Anti-money Laundering,
and Sanctlons Laws and Regulations is not acceptable and HEBC
reserves the right not to honour such presentation., Applicable
laws vary depending ¢n the transaction and may inelude United

Nationa, United States and/or Local Lawa,

This notification must be presented with the original Dogcumentary
Credit together with any subsequent amendments and all documents

required therein [or negotiation.

This Documentary Cradit is subject to, and will be handled in
accordance with, the veraion of the UCP rules {issued h{ the
Icc) as speclfied in th: cradit except so far as otherwise
expresaly stated therein. .

We have not added our confirmation to this credit and
consequently this ¢redit conveys no engagement/responasibility
on our part,

Attached pleape f[ind the documentary credit/brief cable.

We invite you to congull ws on any of the credit's condition
which may be unclear. Pleage feel free to contact any of our following

Trade and Supply Chain Centres for asaistance:-

Calgaxy: 8th Floor, 407~ 8th Ave, 3.W., Calgary, A8, T2P 1ES
Tel: 1-888-218-5888 PFax: 1-888-838-8839

Montreal: 2001 McGill College Avenus - Suite €10 Montreal, QC, HIA 1G1
Tel: (514)B61-2521 ox 2537 Fax: (514)866-5492

HSBC Bank { anuly
sode sepvees, b e voenue, s L oo, Lerenls, itaria ASH RS

cotRlu 1y
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C HSBC (D ..

Toronto: 8th Floor, 250 University Avenue, Toronto, ON, MSH 3ES
Tel: {416)868-BZ51 Fax: {416)868-2408

vancouver: 22nd Floor, B85 HWest Georgia Street, Vancouver, BC, Vel 3E8
Tel: {604)641-7609 Fax: {604)641-2501

Docuﬁents together with your payment instructions should be presented
to ug at any of our Trade and Supply Chain Centre at the addresses

indicated above,
THIS COMPUTER GENERATED ADVICE DOES NOT REQUIRE A SIGNATURE.

TENBC tank 4 nauidy
Praehe sepviees TSE poveraly Veaie sthed lepd, Losnosgler 90000 Y51 I.| <
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URGENT ENT

URG
ATTENTION FLORENCE PANG, SENIOR SECTION MANAGER

TEL Q¢ 416 868 819
PLEASE ADVISE THE BENE?ICIARY THAT WE HAVE ISSUED OUR

IRREVOCARLE STANDBY LETTER OF CREDIT IN THEIR FAVOUR AS
FOLLOWS: -
QUOTE ’

BENEFICIARY: HSBC BANK CANADA
250 UNIVERSITY AVENUE

TORONTO,
ONTARIO M5H 3ES
CANADA

WE, THE ROYAL BANK OF SCOTLAND PLC, LONDON TARDE SERVICES CENTRE,
BONDS AND GUARANTEES, PO BOX 39971, GROUND FLOOR, DEVONSHIRE
SQUARRE, LONDON EC2M 4XB, HEREBY ISSUE OUR IRREVOGABLE STANDBY
LETTER OF CREDIT NO. T401788 IN FAVOUR OF HSBC BANK CANADA, FOR
THE ACCOUNT OF FIRST CHOICE CANADA INC. FOR A S0UM OR SUMS NOT
EXCEEDING ONE MILLION.CANADIAN DOLLARS {CAR1,000,000.00}.

THIS STANDBY LETTER OF CREDIT PROVIDES SECURITY IN RELATION TO
THE QUTSTANDING STANDBY LETTER OF CREDIT ISSUED BY THE HSBC BANK
CANADA ON BEHAL£COF SKYSERVICE AIRLINES INC. IN FAVOUR OF FIRST

CHOICE CANADA I

THIS STANDBY LETTER OF CREDIT IS AVAILABLE BY PAYMENT AGAINST

RECEIPT BY US OF THE FOLLOWING:
BENEFICIARY'S WRITTEN DEMAND OR AUTHENTICATED SWIFT MESSAGE

REFERENCING STANDBY LETTER OF CREDIT NO., 7403788 STATING
© THAT YOU HAVE RECEIVED A DEMAND FOR PAYMENT AGAINST YOUR STANDBY
( LETTER OF CREDIT ISSUED ON BEHALF OF SKYSERVICE AIRLINES INC IN
THE AMOUNT OF YOUR DRAWING FPOR CANADIAN DOLLARS ...,....... AND
THE DATE OF RECEIPT OF SUCH DEMAND.

THE AMOUNT OF THIS STANDBY LETTER OF CREDIT SHALL AUTOMATICALLY
INCREASE/DECREBASE IN ACCORDANCE WITH TRE FOLLOWING SCHEDULE:

EFFECTIVE
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DATE AMOUNT INCREASE[DECREASE TOTAL CREDIT AMOUNT

315T OCTCRER 2008 CRD 1,600,000.0 CAD 4,600,000.00
4TH DECEMBER 2008 CAD 6,000,000.00 CAD 10;600 000.00
30TH MARCH 2002 (CAD 3,600,000.00 CAD 7,000.000.90
24TH APRIL 2009 CAD 2,100,000.00 CAD  4,900,000.00
BETH MAY 2009 CAD 1,900,000.00 CAD 1,000,000.00

IT IS THE CONDITION OF THIS STANDRY LETTER OF CREDIT THAT IF YOU
MAKE DEMAND FOR PAYMENT HEREUNDER ON OR AFTER AN AUTUMATIC
DECREASE DATE BUT YOU CERTIFY THAT YOU HAVE RECEIVED A DEMAND
FOR PAYMENT UNDER YOUR STANDBY LETTER OF CREDIT PRIOR TO SUCH
EFFECTIVE AUTOMATIC DECREASE DATE, WE WILL HONQUR YOUR DEMAND
FOR BAYMENT FOR AN AMOUNT UP TO THE MAXIMUM AMOUNT OF THIS
STANDBY LETTER OF CREDIT AVAILABLE IMMEDIATELY PRIOR TO SUCH

AUTOMATIC REDUCTION DATE,

IS A CONDITION OF THIS STANDBY LETTER OF CREDIT THAT IT SHALL BE
DEEMED TO BE AUTOMATICALLY EXTENDED WITHOUT AMENDMENT FOR ONE.
1) YEAR FROM THE PRESENT OR FUTURE EXPIRATION DATE HEREOF
UNL WE NOTIFY THE BENEFICTARY BY WAY OF AMENDMENT NO LESS
THAN SIXTY {60} DAYS PRIOR TQC THE PRESENT OR_ EXTENDED EXPIRY
DATE, THAT THIS STANDBY LETTER OF CREDIT SHALL' NOT BE RENEWED FOR
ANY SUCH ADDITIONAL PERIOD. UPON RECEIPT OF SUCH NOTICE
NON-RENEWAL, YOU MAY AT ANY TIME UPTO THE EXPIRY DATE DRAW
MEREUNDER BY MEANS OF YOUR AUTHENTICATED SWIFT STATING THAT THE
AMOUNT DRAWN WILL BE RETAINED AND USED BY YOU TO MEET ANY PAYMENT
WHICH YOU MAY THEREAFTER BE REQUIRED TO MAKE UNDER YOUR STANDBY
LETTER OF CREDIT. IN ANY EVENT THIS STANDBY LETTER OF CREDIT WILL

ULTIM?TELY EXPIRE AND WILL NOT BE EXTENDED BEYOND NOVEMBER 30,
2010 (THE FINAL EXPIRY DATE)

PARTIAL AND MULTIPLY DRAWINGS PERMITTED. '

UPON RECEIPT BY US OF DOCUMENTS OR AUTHENTICATED SWIFT MESSAGE
DRAWN IN CONFORMITY WITH THE TERMS AND CONDITIGNS OF THIS LETTER
OF CRBDIT, WE SHALL PAY IN ACCORDANCE WITH THE PAYMENT INSTRUCTIO

ALL DOCUMENTS MUST BE SENT IN ONE LOT BY COURIER.

THIS STANDBY LETTER OF CREDIT SHALL BE SUBJECT TO THE
UNIFORM CUSTOMS AND PRACTICE FOR DOCUMENTS CREDIT 2007
REVISION ICC PUBLICATION, NC. 600.

UNQUOTE
Eg{ﬁoﬁs THE OPERATIVE INSTRUMENT AND NO MAIL CONFIRMATION WILL

PLEASE QUOTE OUR REFERENCE T403788 IN ALL CORRESONDENCE TO US.

REGARDS
GTS 0P3, LONDON TRADE
8 AND GUA TEES DEPT
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