Agreement

between the Government of Hong Kong
and the Government of Canada

concerning Air Services

Hong Kong, 24 June 1988



AGREEMENT BETWEEN THE GOVERNMENT OF HONG KONG AND
THE GOVERNMENT OF CANADA CONCERNING AIR SERVICES

The Government of Hong Kong and the Government of Canada,
Desiring to conclude an Agreement for the purpose of providing the framework for air services,

Have agreed asfollows.

ARTICLE 1

Definitions

For the purpose of this Agreement, unless indicated otherwise:
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theterm * aeronautica authorities’ meansin the case of Hong Kong, the Director of Civil Aviation, and
in the case of Canada, the Minigter of Transport and the Canadian Transport Commission, or, in both
cases, any person or body authorised to perform any functions at present exercisable by the above-
mentioned authorities or Smilar functions,

theterm “ desgnated airline” means an airline which has been designated and authorised in accordance
with Article 4 of this Agreement;

theterm “area’ in relaion to Hong Kong includes Hong Kong Idand, Kowloon and the New
Territories and in reation to Canada has the meaning assigned to “territory” in Artide 2 of the
Convention on Internationa Civil Aviation, opened for Sgnature at Chicago on 7 December 1944;

theterms* air service’, “ internationd air service’, “ arline” and “ stop for non-traffic purposes’ have
the meanings respectively assgned to them in Article 96 of the said Convention;

theterm “ this Agreement” includes the Annex hereto and any amendmentsto it or to this Agreement.

ARTICLE 2

Provisions of the Chicago Convention Applicableto
Inter national Air Services

In implementing this Agreement, the Contracting Parties shdl act in conformity with the provisons of the
Convention on Internationa Civil Aviation, opened for Sgnature at Chicago on 7 December 1944, including
the rdlevant Annexes, insofar as those provisons are gpplicable to internationd air services.
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ARTICLE 3
Grant of Rights

Each Contracting Party grants to the other Contracting Party the following rights in respect of
internationd air services

(@) theright to fly across its area without landing;
(b) the right to make stopsiin its area for non-traffic purposes.

Each Contracting Party grants to the other Contracting Party the rights hereinafter specified in this
Agreement for the purpose of operating international air services on the routes specified in the
gppropriate Section of the Annex to this Agreement. Such services and routes are hereinafter called
“the agreed services’ and “ the specified routes’ respectively. While operating an agreed serviceon a
specified route the arlines designated by each Contracting Party shal enjoy in addition to the rights
specified in paragraph (1) of this Article the right to make stops in the area of the other Contracting
Party at the points specified for that route in the Annex to this Agreement for the purpose of taking on
board and discharging internationd traffic in passengers and cargo (including mail), separatey or in
combingtion.

Nothing in paragraph (2) of this Article shdl be deemed to confer on the designated airlines of one
Contracting Party the right to take on board, a one point in the area of the other Contracting Party,
passengers and cargo (including mail) carried for hire or reward and destined for another point in the
area of the other Contracting Party.

If because of armed conflict, politicd disturbances or developments, or specid and unusud
circumstances, adesignated airline of one Contracting Party is unableto operate aservice onitsnormal
routeing, the other Contracting Party shdl use its best efforts to facilitate the continued operation of
such service through appropriate temporary rearrangements of routes.

ARTICLE4
Designation and Authorisation of Airlines

Each Contracting Party shdl have theright to designate in writing to the other Contracting Party one or
more airlinesfor the purpose of operating the agreed services on the specified routes and to withdraw
or dter such designations.

On receipt of such a desgnation the agronauticad authorities of the other Contracting Party shdll,
subject to the provisions of paragraphs (3) and (4) of this Article, without delay grant to the airline or
arlines designated the appropriate operating authorisations.

The aeronautica authorities of one Contracting Party may require an arline designated by the other
Contracting Party to satisfy them that it isquaified to fulfil the conditions prescribed under thelawsand
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regulations normdly and reasonably gpplied to the operation of internationd ar services by such
authorities.

(& Theaeronautica authorities of Hong Kong shdl have the right to refuse to grant the operating
authorisations referred to in paragraph (2) of this Article or to impose such conditions as they
may deem necessary on the exercise by adesignated airline of the rights specified in Article 3(2)
of this Agreement, in any case where they are not satisfied that substantid ownership and
effective control of theat airline are vested in the Government of Canada or its nationdls.

(b) The aeronauticad authorities of Canada shal have the right to refuse to grant the operating
authorisations referred to in paragraph (2) of this Article, or to impose such conditions as they
may deem necessary on the exercise by adesignated airline of the rights specified in Article 3(2)
of thisAgreement, in any casewherethey are not satisfied that that airlineisincorporated and has
its principa place of businessin Hong Kong.

When an airline has been so designated and authorised it may begin to operate the agreed services,
provided that the arline complies with the gpplicable provisons of this Agreement.

ARTICLES
Revocation or Suspension of Operating Authorisations

The agronautica authorities of either Contracting Party shall have the right to revoke or suspend an
operaing authorisation for the exercise of the rights specified in Article 3(2) of this Agreement by an
arline designated by the other Contracting Party, or to impose such conditions as they may deem
necessary on the exercise of those rights:

@ (i) inthe case of Hong Kong, in any case where they are not satisfied that substantid
ownership and effective control of that airline are vested in the Government of Canada or
its netionds,

@) in the case of Canada, in any case where they are not stidfied that that arline is
incorporated and has its principa place of businessin Hong Kong; or

(b) inthecaseof falureby that airlineto comply with the laws or regulations of the Contracting Party
granting those rights; or

(c) if that arrline otherwise fails to operate in accordance with the conditions prescribed under this
Agreement.

Unless immediate revocation or suspension of the operating authorisation mentioned in paragraph (1)
of thisArticle or impostion of the conditionstherein isessentid to prevent further infringements of laws
or regulations, such right shal be exercised only after consultation with the aeronautica authorities of
the other Contracting Party.
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ARTICLE6
Application of Laws and Regulations

The laws and regulations of one Contracting Party relating to the admission to or departure from its
areaof arcraft engaged in internationa air navigation, or to the operation and navigation of such aircraft
while within its area, shal be gpplied to the arcraft of the arline or arlines designated by the other
Contracting Party and shdl be complied with by such arcraft upon entry into, departure from, or while
within, the area of the first Contracting Party.

The laws and regulations of one Contracting Party relating to the admission to or departure from its
area of passengers, crew and cargo (including malil), such as regulations reating to entry, clearance,
immigration, passports, customs and quarantine, shall be complied with by or on behdf of such
passengers, crew and cargo (including mail) of theairlineor airlines designated by the other Contracting
Party upon entry into, departure from, or while within, the area of the first Contracting Party.

In the application to the designated airline or arlines of the other Contracting Party of the laws and
regulationsreferred toin this Article a Contracting Party shall not grant more favourabletrestment to its
own arline or arlines.

ARTICLE7
Aviation Security

The Contracting Parties reaffirm that their obligation to each other to protect the security of civil
aviation againg unlawful interference forms an integra part of this Agreement. The Contracting Parties
shdl in particular act in conformity with the aviation security provisons of the Convention on Offences
and Certain Other Acts Committed on Board Aircraft, sgned a Tokyo on 14 September 1963, the
Convention for the Suppression of Unlawful Seizure of Aircraft, sgned a The Hague on 16 December
1970 and the Convention for the Suppression of Unlawful Acts againg the Safety of Civil Aviation,
signed at Montrea on 23 September 1971.

The Contracting Parties shall provide upon request al necessary assistance to each other to prevent
acts of unlawful seizure of civil aircraft and other unlawful acts againg the safety of such aircraft, their
passengers and crew, arports and air navigation facilities, and any other threet to the security of civil
avidion.

The Contracting Parties shdl, in their mutua reations, act in conformity with the applicable aviation
security provisons established by the Internationa Civil Aviation Organization and designated as
Annexes to the Convention on Internationa Civil Aviation, opened for signature at Chicago on 7
December 1944. They shdl require that operators of aircraft of their registry or operators of aircraft
having their principa place of business or permanent residence in their area and the operators of
arportsin ther area act in conformity with such aviation security provisons.

Each Contracting Party agrees that such operators of aircraft may be required to observe the aviation
security provisions referred to in paragraph (3) of this Article required by the other Contracting Party
for entry into, departure from, or while within the area of that other Contracting Party. Each
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Contracting Party shdl ensure that adequate measures are effectively gpplied within its areato protect
the aircraft and to inspect passengers, crew, carry-on items, baggage, cargo and aircraft stores prior to
and during boarding or loading. Each Contracting Party shall dso give sympathetic consderationto any
request from the other Contracting Party for reasonable specia security measuresto meet aparticular
threst.

When an incident or threat of an incident of unlawful seizure of civil arcraft or other unlawful acts
agang the safety of such aircraft, their passengers and crew, airportsor ar navigation facilities occurs,
the Contracting Parties shdl assst each other by facilitating communications and other gppropriate
measures intended to terminate rapidly and safely such incident or threet thereof.

ARTICLES8
Customs Duties

Aircraft operated in internationd air services by a designated airline of either Contracting Party, thelr
regular equipment, fuel, lubricants, spare partsincluding engines, and aircraft stores (including but not
limited to such items as food, beverages and tobacco) which are on board such arcraft shal be
exempted by the other Contracting Party on the basis of reciprocity from al customs duties, excise
taxes and smilar fees and charges not based on the cost of services provided on arriva, provided such
equipment and supplies remain on board the aircraft.

Regular equipment, spare parts, supplies of fuesand lubricants, aircraft stores, printed ticket stock, air
wayhills, any printed materid which bears inggnia of a desgnated airline of ether Contracting Party
and usud publicity materid digtributed without charge by that designated airline, introduced into the
area of the other Contracting Party by or on behdf of that designated airline or taken on board the
arcraft operated by that designated airline and intended solely for use on board such aircraft in the
operation of international air services shall be exempted by the other Contracting Party on the basis of
reciprocity from al customs duties, excise taxes and smilar fees and charges not based on the cost of
sarvices provided on ariva, even when these supplies are to be used on any part of a journey
performed over the area of the Contracting Party in which they are taken on board.

The itemsreferred to in paragraphs (1) and (2) of this Article may be required to be kept under the
supervison or control of the appropriate authorities.

Regular airborne equipment, spare parts, supplies of fuels and lubricants and aircraft stores on board
the aircraft of adesignated airline of either Contracting Party may be unloaded in the area of the other
Contracting Party only with the approva of the customs authorities of that Contracting Party who may
require that these materids be placed under their supervision up to such time asthey arereexported or
otherwise disposed of in accordance with customs regulations.

The exemptions provided for by this Article shdl dso be available in Stuations where a designated
arline of ether Contracting Party has entered into arrangements with another airline or arlines for the
loan or trandfer in the area of the other Contracting Party of the items specified in paragraphs (1) and
(2) of this Article, provided such other airline or arlines smilarly enjoy such exemptions from such
other Contracting Party.
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Baggage and cargo in direct trangt across the area of ether Contracting Party shal be exempt from
customs duties, excisetaxes and smilar fees and charges not based on the cost of services provided on
ariva.

ARTICLE9
Principles Governing Oper ation of Agreed Services

There shdl be fair and equd opportunity for the designated arlines of both Contracting Parties to
operate the agreed services on the specified routes.

In operating the agreed services the designated airlines of each ntracting Party shdl take into
account the interests of the designated airlines of the other Contracting Party so as not to affect unduly
the services which the latter provide on the whole or part of the same routes.

The agreed services provided by the designated airlines of the Contracting Parties shdl bear a close
relationship to the requirements of the public for transportation on the specified routes and shal have as
their primary objective the provison at a reasonable load factor of capacity adequate to meet the
current and reasonably anticipated requirements for the carriage of passengers and cargo (including
mail), separately or in combination, originating in or destined for the area.of the Contracting Party which
has desgnated the arline. Provison for the carriage of passengers and cargo (including mail),
separately or in combination, both taken on board and discharged at points on the specified routes
other than points in the area of the Contracting Party which designated the arline shdl be made in
accordance with the general principles that capacity shal be related to:

(@ traffic requirements to and from the area of the Contracting Party which has designated the
arline

(b) traffic requirements of the region through which the agreed service passes, after taking account
of other trangport services established by airlines of the States comprising the region; and

(c) therequirements of through arline operation.
The capacity to be provided on the specified routes shal be such asisfrom timeto timemutually agreed
by the aeronauticd authorities of the Contracting Parties.
ARTICLE 10
Tariffs

(@ Theterm “taiff” means
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() the fare charged by an airline for the carriage of passengers and their baggage on
scheduled air services and the charges and conditions for services ancillary to such
cariage,

(i) therae charged by an arline for the carriage of cargo (excluding mail) on scheduled air
SErvices,

(i)  the conditions governing the availability or gpplicability of any such fare or rate including
benefits attaching to it.

(b) ReferenceinthisArticleto “ the sameroute’ isto the route operated, not the specified route.

The tariffs to be charged by the designated arlines of the Contracting Parties for carriage between
Hong Kong and Canada shall be those approved (expresdy or tacitly) by both aeronautica authorities
and shdl be established at reasonable levds, due regard being had to dl rdevant factors, including the
cost of operating the agreed services, the interests of users, reasonable profit and the tariffs of other
arlines operaing over the whole or part of the same route.

Any of the desgnated airlines may consult together about tariff proposas, but shall not be required to
do so beforefiling a proposed tariff.

Any proposed tariff for carriage between Hong Kong and Canada shdl be filed with the aeronautical
authorities of both Contracting Parties in such form and in such manner as the aeronautica authorities
may separately require for disclosure of the particulars referred to in paragraph (1) of this Article. It
shdl be filed not less than 45 days (or such shorter period as the aeronauticd authorities may alow)
before the proposed effective date. The proposed tariff shall be treated as having been filed with the
aeronautica authorities of a Contracting Party on the date on which it is received by them.

Any proposed tariff may be gpproved by the aeronautical authorities of either Contracting Party at any
time and, provided it has been filed with the aeronautica authorities in accordance with paragraph (4)
of thisArticle, shdl be deemed to have been gpproved by the aeronautical authorities unless, within 30
days (or such shorter period as alowed for the purposes of paragraph (4)) after the date of filing, either
of the aeronautica authorities have served on the other written notice of dissatisfaction of the proposed
teriff.

If anotice of dissatisfaction is given in accordance with the provisions of paragraph (5) of thisArticle,
the aeronautica authorities of the two Contracting Parties may determine the tariff by mutud
agreement. In addition, either Contracting Party may, within 30 days of the service of the notice of
dissatisfaction, request consultations which shall be held within 30 days of the request.

If anotice of dissatisfaction has been given by one of the aeronautica authorities in accordance with
paragraph (5) of this Article, and the aeronautical authorities have been unable to determine the tariff
by agreement in accordance with paragraph (6) of this Article, the dispute may be settled in
accordance with the provisions of Article 17 of this Agreement.

Subject to paragraph (9) of this Article, a tariff established in accordance with the provisons of this
Artidle shdl remain in force until a replacement tariff has been established.
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period as they may agree, atariff shal not be prolonged by virtue of paragraph (8) of this Article:
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where atariff hasatermina date, for more than 12 months after that date

where a tariff has no termind date, for more than 12 months after the date on which a
replacement tariff isintended to become effective, as filed with both aeronautica authorities by
the designated airline or airlines of one or both Contracting Parties.

Thetariffsto be charged by adesgnated airline of Hong Kong for carriage between Canadaand
another State shdl be subject to gpprova by the aeronautical authorities of Canadaand, where
appropriate, of the other State. The tariffs to be charged by a designated airline of Canada for
carriage between Hong Kong and a State other than Canada shal be subject to approva by the
aeronautica authorities of Hong Kong and, where appropriate, of the other State.

No tariff shdl be gpproved for such carriage unless it has been filed by the designated airline
seeking that approva with the aeronautica authorities of the other Contracting Party, in such
form as those aeronautica authorities may require to disclose the particulars referred to in
paragraph (1) of this Article not less than 45 days (or such shorter period as those aeronautical
authorities may in a particular case agree) prior to the proposed effective date.

The Contracting Party which has approved atariff for such carriage may withdraw its gpprovd
of that tariff on giving 90 days' natice to the designated airline of the other Contracting Party
goplying the tariff and thet tariff shal cease to be gpplied by that designated airline a the end of
that period.

(11) The agronautica authorities of a Contracting Party may require thet the rate of commission paid by a
designated arline to an agent in respect of tickets sold or ar waybills completed by that agent for
carriage on scheduled air services originating in the area of that Contracting Party shal be filed for
approvd by them in accordance with the above procedures. Where rates of commission are subject to
such gpprova the arlines shdl pay only those rates which have been approved.

ARTICLE11

Provision of Statistics

The aeronauticd authorities of a Contracting Party shdl supply to the aeronautical authorities of the other
Contracting Party a their request such periodic or other statements of Satistics as may be reasonably
required for the purpose of reviewing the capacity provided on the agreed services by the designated airlines
of the Contracting Party referred to firgt in this Article. Such satements shall include dl information required
to determine the amount of traffic carried by those arlines an the agreed services and the origins and
destinations of such treffic.
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ARTICLE 12
Airline Representation and Sales

(1) Thedesgnated arline or arlines of one Contracting Party shall be entitled, on the basis of reciprocity
and in accordance with the laws and regulations relating to entry, resdence and employment of the
other Contracting Party, to bring in and maintain in the area.of the other Contracting Party those of their
own managerid, technical, operationa and other specidist staff who are required for the provison of
ar services.

(2) Thedesgnated arline or arlines of a Contracting Party shdl have the right to engage in the area of the
other Contracting Party in the sde of air services ether directly or through agents. Each designated
arline shdl have the right to sall, and any person shdl be free to purchase such trangportation in locd
currency or in any other freely convertible currency.

ARTICLE 13
Transfer of Earnings

The designated arrline or airlines of Hong Kong shdl have the right to convert and remit to Hong Kong on
demand loca revenuesin excess of sumslocaly disbursed. The designated arline or airlines of Canada shall
have the right to convert and remit to Canada on demand locd revenuesin excess of sumslocally disbursed.
Converson and remittance shal be permitted without redtrictions at the rate of' exchange gpplicable to
current transactionswhich isin effect at the time such revenues are presented for conversion and remittance.

ARTICLE 14

Airportsand Other Facilities

Nether Contracting Party shdl give preference to its own airlines over an airline of the other Contracting
Party engaged in amilar internationd air servicesin the gpplication of its cusoms, immigration, quarantine and
smilar regulations or in accessto arports or in the use of airways, ar traffic services and associated facilities
under its control.

ARTICLE 15

User Charges

(1) Theterm “user charge” means acharge made to airlines by the competent authorities or permitted by

them to be made for the provision of arport property or facilitiesor of ar navigation facilities, including
related services and facilities, for aircraft, their crews, passengers and cargo.
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Neither Contracting Party shal impose or permit to be imposed on the designated airline or arlines of
the other Contracting Party user charges higher than thoseimposed on itsown airlines operating Smilar
internationa air services.

Each Contracting Party shdl encourage consultation between its competent charging authorities and
arlines usng the services and facilities, where practicable through the arlines  representative
organisations. Reasonabl e notice should be given to users of any proposasfor changesin user charges
to enable them to express their views before changes are made. Each Contracting Party shal further
encourage the competent charging authorities and the airlines to exchange gppropriate information
concerning user charges.

ARTICLE 16

Consultations

Either Contracting Paty may a any time request consultations on the implementation, interpretation,
gpplication or amendment of this Agreement. Such consultations, which may be between agronautical
authorities, shal begin within aperiod of 60 days from the date the other Contracting Party recelves awritten
request, unless otherwise agreed by the Contracting Parties.
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ARTICLE 17
Settlement of Disputes

If any dispute arises between the Contracting Parties rdating to the interpretation or application of this
Agreement, the Contracting Parties shdl in the first place try to settle it by negotiation.

If the Contracting Partiesfail to reach a settlement of the dispute by negotiation, it may be referred by
them to such person or body as they may agree on or, at the request of either Contracting Party, shdl
be submitted for decision to atribund of three arbitrators which shdl be condtituted in the following
manner:

(@ within 30 days after receipt of arequest for arbitration, each Contracting Party shdl gppoint one
arbitrator. A nationa of a State which can be regarded as neutrd in relation to the dispute, who
shdl act as Presdent of the tribund, shdl be gppointed as the third arbitrator by agreement
between the two arbitrators, within 60 days of the gppointment of the second;

(b) if within the time limits specified above any gppointment has not been made, either Contracting
Party may request the President of the Council of the Internationd Civil Aviation Organizationto
make the necessary appointment within 30 days. If the President considersthat heisanationd of
a State which cannot be regarded as neutrd in rdation to the dispute, the most senior Vice-
Presdent who is not disqudified on that ground shall make the gppointmen.

Except as hereinafter provided in this Article or as otherwise agreed by the Contracting Parties, the
tribund shdl determine the limits of its jurisdiction and establish its own procedure. At the direction of
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thetribunal, or at the request of either of the Contracting Parties, aconference to determinethe precise
issues to be arbitrated and the specific procedures to be followed shal be held not later than 30 days
after the tribund is fully condituted.

Except as otherwise agreed by the Contracting Parties or prescribed by the tribunal, each Contracting
Party shal submit a memorandum within 45 days after the tribund is fully condituted. Replies shdl be
due 60 days later. The tribund shdl hold a hearing at the request of either Contracting Party, or & its
discretion, within 30 days after replies are due.

Thetribuna shdl atempt to give awritten decision within 30 days after completion of the hearing or, if
no hearing is held, after the date both replies are submitted. The decison shdl be taken by amgority

vote.

The Contracting Parties may submit requests for clarification of the decision within 15 days after it is
received and such darification shall be issued within 15 days of such request.

The decison of the tribund shdl be binding on the Contracting Parties.
Each Contracting Party shall bear the costs of the arbitrator appointed by it. The other costs of the
tribuna shall be shared equaly by the Contracting Parties including any expenses incurred by the
Presdent or Vice-Presdent of the Council of the Internationd Civil Aviaion Organizaion in
implementing the procedures in paragraph (2)(b) of this Article.

ARTICLE 18

Amendments

Any amendments of this Agreement agreed by the Contracting Parties shal come into effect when confirmed
by them in writing.

ARTICLE 19

Termination

Either Contracting Party may at any time give notice in writing to the other Contracting Party of itsdecison to
terminate this Agreement. This Agreement shdl terminate at midnight (at the place of receipt of the notice)
immediately before the first anniversary of the date of receipt of the notice by the other Contracting Party,
unless the notice is withdrawn by agreement before the end of this period.
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ARTICLE20
Registration with the I nternational Civil Aviation Organization
This Agreement and any amendment thereto shdl be registered with the Internationad Civil Aviation
Organization.
ARTICLE 21
Entry into Force

This Agreement shal enter into force on the date of sgnature.

ARTICLE 22
Titles

Titlesused in this Agreement are for reference purposes only.
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ANNEX

ROUTE SCHEDULE

Section 1

Routes to be operated by the designated airline or airlines of Hong Kong:

Hong Kong -- intermediate points -- points in Canada -- points beyond.

Notes:
1.  Pointsto be served to be agreed.
2.  Thedesgnaedarlineor arlines of Hong Kong may onany or dl flightsomit caling at any pointsonthe

above-mentioned routes, and may serve them in any order, provided that the agreed services on these
routes begin at Hong Kong.

3. Nottraffic may be picked up at any intermediate point or at a point beyond and set down & pointsin
Canada or vice versa, except as may from time to time be agreed by the Contracting Parties. This
redtriction dso appliesto al forms of stopover traffic.

4.  Nopoint in the mainland of Chinamay be served as an intermediate point or a point beyond.

Section 2

Routes to be operated by the designated airline or airlines of Canada:

Points in Canada -- intermediate points -- Hong Kong -- points beyond.

Notes:
1.  Pointsto be served to be agreed.
2. Thedesgnated arline or arlines of Canada may on any or dl flights omit caling & any points on the

above-mentioned routes, and may serve them in any order, provided that the agreed services on these
routes begin a Canada.

No traffic may be picked up at any intermediate point or at a point beyond and set down at pointsin
Hong Kong or vice versa, except as may from time to time be agreed by the Contracting Parties. This
redtriction dso appliesto al forms of stopover traffic.

No point in the mainland of Chinamay be served as an intermediate point or a point beyond.



