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ARTICL,E 6. COMPLIANGE WITH LAWS, OPERATTON OF BUSINESS, ETC'

COMPLIANCE WITH LAWS

(a) Subject to Section 5.15, the Sublessee shall, at its sole cost and expense, promptly

observe and comply with all provisions of law including, without limitation, all

requirements of all governmental authorities, including federal, provincial and

municipal legislative enactments, bylaws and other regulations now or hereinafter in

force which pertain to or affeci the Subpremises, the Sublessee's use of the

Siubpremises or the making of any repairs, replacements, alterations, additions,

ohanges, substitutions or improvements of or to the Subpremises and the

Siublessee shall observe and comply with all police, fire and sanitary regulations

arnd recommendations imposed by any govemmental authorities including federal,

prrovincial or municipal, and cany out all modifications, alterations or changes of or

trc the Subpremises (subject to obtaining the prior consent of the Sublessor), which

erre required by such authorities as a result of the Sublessee's occupation and use

cf the Subpremises or the business conducted therefrom as if the Subpremises

were subject to the jurisdiction of provincial and municipal law and the Sublessor

rnay require compliance with those laws whether or not, as a matter of law' those

laws apply to the Subpremises or the business conducted therefrom and the

{jublessor may enter into such agreements or arrangements with any governmental

authority with respect to the application or enforcement of those laws and the

{jublessee shall attom to the jurisdiction of such govemmental authority in

accordance with any such agreements or arrangements'

(b) llxeept for constitutional or other challenges arising out of the fact that the

lSubpremises are located on lands owned by the Crown Canada' which

ohallenges are hereby prohibited without the written consent of the Sublessor

r,rvhich may be unreasonably withheld, the Sublessee may appeal or challenge

iany law, order or ruling in iis own name or, subject to the Sublessor's approval

not to be unreasonably withheld, in the Sublessor's name if required, upon

agreeing to indemnify the Sublessor with respect to such action and all costs

relating thereto, with security, and the Sublessor hereby agrees to bring or join in

any such Proceeding'

t

6.1
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(c) T'he Sublessee shall fully comply and shall ensure thai any assignees or

approved SubSublessees fully comply with any zoning regulations enacted

pursuant to the Aeronauiics Act, R.S.C. 1985, c. A'2 including the Mctoria

lnternational Airport Zoning Regulations, as amended or replaced from time to

time, as if the Subpremises were not a part of the "airport" wiihin the meaning of

ilre Aeronautics Act and the Mctoria International Airport Zoning Regulations, as

?rmended or replaced from time to time. Notwithstanding the above, no zoning

negulation shall apply to or in respect of a use of land, buildings, structures or

qbjects or a building, structure or object that, on the Day on which the zoning

negulation comes into force, exists as a use, building, structure or object that

cloes not conform with the zoning regulations'

OPERATION OF BUSINESS

The Sublessee shall conduct its business in an efficient, businesslike, lawful and ethical

manner and shall not carry on or permit on the Subpremises any noisome or offensive

trilde or business and no act or conduct whatsoever shall at any time during the Term or

any renewal be done which may in the reasonable opinion of the Sublessor cause

annoyance, nuisance, grievance or damage to the Sublessor, the public, other

sublessraes, other occupiers, or owners of adjoining lands or properties, or which may

make vpid or voidable any policy of insurance carried by the Sublessor or which may

rersult in any increase of premium for any such policy of insurance'

RULES AND REGULATIONS

Tlhe Sublessee agrees to abide by any and alt reasonable rules and regulations imposed

bly the tiublessor from time to time pertaining to vehicular and pedestrian traffic control,

alrport security, refuse compacting, collection and disposal, sanitaiion, care and use of

common and outside areas, and other similar matters for the good, welfare and benefit

oil all persons using or visiting Airport Lands generally. The Sublessee expressly

acknowledges that the Sublessor may impose parking and other charges relating io the

use of qff-subpremises areas, whether or not such areas have been designated or used

as "coffrmon areas".

I

6.2

6.3
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ARTICLIE 7 - E|UILDER'S LIENS, MORTGAGES AND ENCUMBRIINCES, AND RENT, ETC'

?1

7.1 BIJILDER'S LIENS

The Sublessee shall procure the discharge, at its expense, of all liens claimed in respect

of the Subpremises for work, labour, services or materials ordered by it or any of its

approverC SubSublessees or licensees during the Term or any renewal of this Sublease

or for thra cost of which it, or its approved SubSublessees or licensees, may in any way

ber obligated. The Sublessor may file in the Victoria Land Title Office a Notice of Interest

pursuant to the provisions of the Builders Lien Act of British Colurnbia.

MORTGAG ES AND ENCUMBRANCES

(a) l-he Sublessor shall give to any subleasehold Encumbrancer who has advised

Uhe Sublessor of its name and address for service (the "Encumbrancer"), notice

qf any default by the Sublessee in connection with this Sublease where any

erction is proposed io be taken by the Sublessor as a result thereof'

ln the event of any breach or default of any of the covenants, terms and

conditions of this Sublease by the Sublessee, an Encumbrancer (in order of

priority of date of insirument if more than one) shall be entitled, in order to avoid

a forfeiture of this Sublease, to make any and all payments and do and perform

all acts or things which may be necessary or required to prevent such forfeiture.

lf by reason of default by the Sublessee this Subtease shall be liable to be

ierminated before its expiration date, the Sublessor shall offer to enter into a new

{jublease of the Subpremises with an Encumbrancer for the period that but for

such termination would have been the remainder of the Term or any renewal,

s;uch new Sublease to become effective immediately upon such termination, at

the rent and upon all of the terms, provisions, covenants and agreements

t;ontained in this Sublease, in which regard:

the Encumbrancer shall make written request to the Sublessor for such

new Sublease within 60 Days next after the date of receipt of notice as

aforesaid, and such request is accompanied by an undertaking to cure

any default and to pay to the Sublessor all sums then due to the

7.2

(b)

(c,)
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(d)

(e,)
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Sublessor under this Sublease together with the expenses of the

sublessor including reasonable legal and administration fees and

expenses in connection with any of the foregoing and in connection with

the ProPosed new Sublease; and

ii. the Encumbrancer shall pay to the Sublessor at the time of the execution

and delivery of the new sublease all sums which would at the time of the

execution and delivery of the new sublease be due under this sublease

but for such iermination, or if this sublease shall have been terminated by

reason of any default, the curing of which requires that the Encumbrancer

be in possession, so long as the Encurnbrancer shall, immediately upon

taking possession of the subpremises, commence and diligentty

prosecute the curing of such default and pay to the sublessor all

expenses including reasonable legal and administration fees and

expenses incurred by ihe sublessor by reason of such default.

lilotwithstanding the foregoing, subject to compliance with the terms of this

Siublease relating to transfers and the like, the liability of any Encumbrancer

prursuant to the terms of this sublease or a new sublease with such

Elncumbrancer shall cease upon transfer of such Encumbrancer's interest to

arnother party who assumes the obligations of the Sublessee as contained in this

fiublease or any new Sublease'

lf the sublessor shall have re-entered the subpremises prior to the date on which

the new Sublease shall be executed and delivered, and shall have collected the

rent from any approved sub-Sublessee or occupant, there shall be deducted from

any sums due to the Sublessor upon the execution and delivery of the new

liublease an amount equal to the net income' if any, collected by the Sublessor

lrom the date of termination of this sublease to the date of execution and delivery

'f the new Sublease, but if such collections shall not equal or exceed the

expense of operation of the Subpremises during the period of the Sublessois

occupancy, such Encumbrancer shall pay the sublessor the amount of such

,deficiency.
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(f) The failure of an Encumbrancer to execu're and deliver to the sublessor a new

sublease within sixty (60) Days after it is tendered by the sublessor or to comply

with any of the other provisions and conditions herein specified shall conclusively

beideemedanabandonmentandwaiverontheparlofsuchEncumbrancerofal|

rights to obtain a new sublease and of any and all rights against the sublessor'

P.AYMEhIT

All rent and other payments payable by the sublessee io the sublessor or others shall

be paid by the sublessee without variation, set-off or deduction whatsoever' lf

requested by the sublessor, the sublessee shall deposit with the sublessor at the

beginning of each sublease Year post-dated cheques for rent and estimated additional

rent.

RENT

(a) T'he sublessee during the Term or any renewal will pay to the sublessor rent

(,,,Rent,,) in accordance with the terms and conditions as described in Schedule

"D".

ln addition, promptly when due, the sublessee shall also pay to the sublessor as

erdditional rent, unless direct payments are made, with the approval of the

{iublessor, to third pariies, firstly: all business or other taxes, levies, or other

charges or license fees which are or may become chargeable and/or which are

direcfly or indirectly related to the subpremises, the use and occupation of the

l3ubpremises or the rental thereof (including without limitation GST' real properiy

taxes, and corporation capital tax and charges similar thereto)' whether payable

lry the sublessee or the sublessor, but not including the sublessor's incorne

llaxes; and secondly: any oiher costs, charges and expenses as are specifically

provided herein.

To the extent that the subpremises are not separately assessed for property tax

purposes, the Sublessee's share of such taxes shall be allocated as though the

subpremises were separately assessed, using the same methodology as used

by the appropriate assessing authority. As for example, if the Airport Lands are

assessed using the "incorne approach", then the subpremises shall be

zg

7,3

7.4

(b)

(,:)
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separately valued for assessment purposes using that methodology with taxes

bering allocated accordingly. lf the Airport Lands are assessed using the

-depreciaied cost approach", then the subpremises shall be separately valued

for assessment purposes using that meihodology, and so on'

Tlre amount of additional rent which the Sublessee is to pay shall be estimated

by the sublessor for such period as the sublessor may determine' The

srublessee agrees to pay to the sublessor such amount in monthly installments in

advance on the Day designated by the sublessor, and at the end of the period

for which such estimated payments have been made, the sublessee shall be

arCvised of the actual amount required to be paid as additional rent and if

necessary an adjustment shall be made between the pariies.

ARTIGLE 8 - INSURANCE

T'he Sublessee shall effect and keep in force during the Term or any renewal of

tftis Sublease, insurance protecting both Sublessor and Sublessee against

olaims for personal injury, death, property damage, or third party or public liability

Claims arising from any accident or occurrence upon the Subpremises from any

c;ause to an amount of not less than $5,000,000 (or such greater or lesser

ermount as shall be detennined from time to time by the sublessor acting

reasonably), for personal injury, death, property or other claims in respect of any

one accident or occunence'

t-he sublessee shall not later than the commencement of construction of any

building (or at the commencement of the Term or any renewal if there is an

existing building on the Subpremises) purchase, provide and keep in force during

the Term or any renewal of this Sublease "All Risks" covefage in a form not more

restrictive than the then most recent edition of the l'B'C' Commercial Building'

lstock and Equipment Broad Form, or any replacemeni thereof, at the time the

iinsurance is acquired.

{

(d)

(a)

\L'l

Such insurance shall provide Goverage

Replacemeni Cost of all such Sublessee

in an amount not less than the

insured facilities or, with supporting

zc
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engineeringdocumentationacceptabletotheSublessor,theMaximum
Fclreseeable Loss. Such insurance shall either not contain any co-insurance

requirements or be written on a siated amount co-insurance basis and shalt

in,olude, as a minimum, the following:

All Risks coverage;

coverage for loss or damage caused by flood, earth movement (including

earlhquake) and collaPse;

extra exPense coverage;

coverage for business interruption;

off-Subpremises Power covemge;

coverage for loss resulting from cost of demolition;

coverage for the additionar costs incurred, in complying with the

requirements of any bylaw or statute governing the repair or replacement

of any structure, including the cost to demolish and rebuild undamaged

parts and debris removal, as if the bylaw or statute pursuant to which the

bylaw was passed were applicable to the sublessor and, in addition, shall

cover any additional business interruption loss resulting therefrom;

a breach of conditions clause;

a fire liberalization clause; and

coverage,intheeventtheinsurancepo|icycontainsanexclusionfor

fau|tyworkmanship'materialsordesign,foranyresu|tingdamage.

The sublessee shall, at no cost to the sublessor, purchase, provide and

maintain,whereapp|icable,,.BoilerandMachinerylnsurance'ofa
"comprehensive form'with a limit sufiicient to cover ihe Maximum Foreseeable

ilt.

l\/.

v'i.

l'ii.

\il11.

(c)
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Loss caused by an accident to pressure, mechanical, electrical and electronic

equipment. These policies shallinclude, as a minimum, the following coverage:

coverage for ProPertY damage;

coverage for exPediting exPenses;

extra expense coverage;

coverage for loss of rents;

coverage for business interruption ;

coverage for losses caused by the interruption of services; and

coverage for the additional costs incurred in complying with the

requirements of any bylaw or statute governing the repair or replacement

of any structure, including the cost to demolish and rebuild undamaged

parts and debris removal, as if ihe bylaw or statute pursuant to which the

bylaw was passed were applicable to the sublessor and, in addition,

coverage for any additional business intem'rption loss resulting therefrom'

l-he sublessee shall, at its expense, purchase, provide and maintain gross rental

income insurance to cover loss of the Rent payable by the Sublessee to the

rjublessor hereunder for all or part of the subpremises rendered unusable by an

ervent covered or which ought to be covered by insurance specified herein' All

s;uch insurance shall cover losses sustained during a period of not less than

twelve (12) months from the date of the event'

-fhe sublessee shall ensure that there is property insurance, in an amount not

less than Replacement cost, or, with supporting engineering documentation

iacceptable to the sublessor, the Maximum Foreseeable Loss, to cover as a

minimum:

JI

tl

ilt.

lv.

vt.

vill.

(d)

t'cr \
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ilt,

tv,

I

t.

a Vz

all buildings on the Subpremises including New lmprovements;

all structures and underground systems;

all other imProvements;

atl mobile equiPment; and

a|ltangiblepersonalproperty|ocatedinorontheSubpremiseswhichis

ownedbytheSub|esseeorforwhichtheSublesseeislega|ly|iab|e'

T'he sublessee covenants not to do anything, omit to do anything or permit

anythingtobedone,oromittedtobedonewhichwillinvalidate'adverselyaffect
qr limit either any insurance policy required to be maintained by the Sublessee or

any insurance poticy which is maintained by the Sublessor pursuant to the Head

L-ease.

-l-he subtessee covenants to ensure that no occupant does anything' omits to do

ilnything or permits anything to be done or omitted to be done which will

invalidate, adversely affect or limit either any insurance policy required to be

maintained by the sublessee or any insurance policy which is maintained by the

lSublessor pursuant to the Head Lease'

Every contract of insurance required to be maintained pursuant to the provisions

of this Sublease shall:

be enforceable by any named or additional insured thereunder;

be primary and non-contribuiing with any other insurance available to the

Sublessor;

providefornolessthanthirty(30)Dayspriorwrittennoticetothe

sublessor of any cancellation, including cancellation for non-payment of

premium, suspension or adverse material change in the insurance

(f)

(g)

(h)

ii.

ilt.
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excepting, however, any coverage in respect of war and allied perils

whichissubjecttoauiornaticandlorseven(7)Daysnoticeof
cancellation, in which case notice of any such cancellation shall

immediately be given to the sublessor and such notice shall be deemed

tocommencefromthedatesuchnoticeisgivenbytheinsurers,such

notice will not, however, be given at normal expiry date of the insurance

or an endorsement;

include a "severability of interesf clause and a "cross liability clause";

be written on an occuffence form basis;

bewritteninthenameoftheSublesseeandtheSub|essorasthe
insureds with |oss payable to the Sublessee, the SubIeSSor, and the

Encumbrancer, if any, aS their respective interests may appear; and

vii. be in a form and with insurers reasonably satisfactory to the Sublessor'

lrr addition to the requirements contained in Subsection (h) above, the Sublessee

shall cause each policy of property and boiler and machinery insurance to

include a waiver of subrogation rights that the insurers may have against the

siublessor and any person who has a right to claim a right of contribution as

ergainst the Sublessor.

f:orthepurposesofthisArticleE,..ReplacementCost''means:

t. in the case of real property, the cost of repairing, replacing or reinstating

anyitemofpropertywithnewmateria|sof|ikekindandqua|ityonthe

same or a similar site without deduction for physical, accounting or any

other depreciation and includes, without limitation, additional costs

incurredincomplyingwiththerequirementsofanybylaworstatute
governing the repair or replacement of the property as if the bylaw or

statute pursuant to which the bylaw was passed were applicable to the

Sublessofi and

( I

tv.

vi.

(i)

0)
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(k)

(r)

(m)

ii. in the case of personal properfy' the cost of replacing any item of properiy

of like kind and quatity without deduction for physical, accounting or any

other dePreciation'

For the purposes of this Article 8, "Maximum Foreseeable Loss" means the

wrrst possible loss, including without limitation property loss and loss of income'

that could occur as a result of the insured perils under the most adverse

condit'rons reasonably foreseeable including the failure of all protective

measures.

lf the Sublessee is in breach of its obligation to repair, rebuild or restore' the

Sublessor, subject to the rights of any Encumbrancer hereunder, will be entitled'

brut will not be obliged, to effeci such restoration, repairing or rebuilding and will

be entitled to receive the insuran@ proceeds in the same rnanner as the

Sublessee would have received same'

T'he sublessee shall fumish the sublessor with certificates of insurance issued

by the Sublessee's insurance company, insurance broker or agency, certifying

that all insurance required herein is in force and will also furnish documentary

evidence satisfactory to the Sublessor, acting reasonably, that the renewal or

continuance of such insurance has taken place prior to the expiry date(s) thereof'

where the sublessor is of the reasonable opinion that any certiflcates of

insurance do not sufficiently describe the insurance, the Sublessee shall' upon

tlhe request of the sublessor, provide such further information or documentation

respecting the insurance as the Sublessor may reasonably request, including

certified true copies of the insurance policies as evidence that the insuran@ as

required by this Sublease is in force'

Delivery to and examination by the sublessor of any certificate of insurance or

other evidence of insurance shall in no way relieve the Sublessee of any of its

obligations to ensure strict compliance with the provisions of this Article 8, nor

relieve the sublessee of any of its.obligations to indemnify the sublessor as

(n)

(o)
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rs,quiredbythisSublease,norinanywayshalloperateasawaiverbythe
Sublessor of anY of its rights.

N,othing herein contained shall be construed so as to prevent the sublessee' at

its sole cost and expense, from taking out insurance for greater amounts or

against addiiional perils than may be required under this sublease' The

Sublessee's liabilities and obligations shall not be restricted to any sums

mentioned as minimums in any of the insurance clauses contained herein'

Furthermore, the unavailability of any insurance required herein shall noi reduce

or waive any of the sublessee's obligations to indemnify ihe sublessor as

required bY this Sublease'

11 the sublessee fails to obtain the insurance required hereunder, the sublessor

nnay, but shall not be required to, obtain such insurance and shall give the

fiublessee notice setting out the amount and dates of payment and all costs and

€)xpenses incuned by the sublessor in connection therewith to the date of such

notice. ln ihat event, the sublessee shall within one month pay such costs and

s;uch exPenses to the Sublessor'

ARTICLE 9. SUBLESSEE'S INDEMNITY

lSubjectto Section 5.15, the Sublessee covenants and agrees to indemnify and

save harmless the sublessor and Her Majesty from any and all claims'

demands, damages, loss, costs and charges directly or indirectly imposed upon

the sublessor, Her Majesty, or their property in respect of any matter or thing in

consequence of or arising out of the breach by the sublessee of any of the terms

of this sublease or the original Lease, or arising out of the conduct'

management, operation or occupation of the Subpremises by the Sublessee,

except to the extent that such claim, demand, loss, cost or charge arises or

results from the gross negligence or wilful misconduct of the sublessor'

The obligations of the Sublessee to indemnify and save harmless wiih respect to

Iiability by reason of any matter arising prior to the expiry or early termination of

this sublease or the original Lease or prior to the surrender of the original Lease

(q)

(a)

(b)
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sfrall, notwithstanding any other provisions of this Sublease or any law now or

hereafter in force, continue in full force and effect until discharged' whether

before or after the end of the Term or any renewal or the period in which the

Sublessee is in possession of the Subpremises'

lrr any and every event in which the Sublessor or Her Majesty is made a party to

any action, suit or proceeding in respect of any claims to which the sublessee's

obligation to indemnify and hold harmless extend.s, the Sublessee shall' if so

requested by the sublessor, or Her Majesty, defend such claims in the name of

the sublessor or Her Majesty and shall pay all reasonable costs of ihe sublessor

or Her Majesty in connection with such ctaims, PROVIDED that the sublessee

may, in any such event, elect to compromise, pay or satisfy any clairns so long

as it has kept the Sublessor and Her Majesty indemnified with respect thereto'

ARTICLE 1O - ASSIGNMENT, SUBSUBLEASE' ETC.

Eixcept for financing purposes which meets all the requirements of Subsection

'118.02.01 (a)to 0) of the Head Lease, the Sublessee shall not during the Term or

any renewal dispose of the subpremises or any part thereof by any means'

including without limitation, by way of transfer, license, assignment or

{iubSublease, without the consent in writing of the Sublessor first had and

'btained, 
which consent shall not be unreasonably withheld, provided that such

<iisposition meets all the requirements of Subsection 18.02-01 (a) to fi) of the

l-lead Lease and does not entail any change of use from the use or uses

r;ontemplated by Schedule "C". The Sublessee in any of such cases shall

remain liable however for all Sublessee's obligations as contained in this

lSublease.

lf the sublessee be a limited company or partnership, any sale or transfer of a

controlling interest in ihe same or any sale or transfer of any shares in the

sublessee, if it is a limited company, resulting in a change in the control of the

sublessee different from that which exists at the date hereof, shall be deemed to

be a disposition of the Subpremises and the consent of the Sublessor to such

z6

(c)

(a)

(b)
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disposition shall be required as more pariicularly described in the immediately

precedingparagraph'ForthepurposeofthisSubseetion,..Gontro|n'means:

the right to exercise a majority of the votes which may be put at a meeting

of the Sublessee;

the right to elect or appoint directly or indirectly a majority of the

sublessee's directors or other persons who have the right to manage and

supervise the Sublessee's affairs and business'

ln the event of an assignment of this Sublease, the requirement by the Sublessor

fo,r satisfactory flnancial statements and credit repotts, evidence of a satisfactory

business history or business competence, payment of reasonable administrative

arnd legal costs relating to the sublessot's consent to an assignment of this

sublease, and any documents relating thereto, shall be deemed to be

reasonable requirements, and a refusal by the sublessor to consent to a

disposition due to deficiencies in any of the above regards shall not constitute an

unreasonabte withholdin g of consent'

T'he consent of the sublessor to any disposition of the subpremises or any paft

ilrereof, shall not constitute a waiver of the necessity for consent to any

subsequent disposition of the subpremises or any part thereof.

(c)

(d)

ARTICLE 11 . ENTRY, ETC'

11.1 ENTRY BY THE SUBLESSOR

Except,where the Sublessor intends to terminate this Sublease or where Her Majesty

intends to terminate the Head Lease, no eniry by or on behalf of the sublessor or Her

Majesty, and no act on the subpremises by or on behalf of the sublessor or Her

Majesty, shall be deemed to be a forfeiture or termination of this Sublease, and the

subless;ee shatl permit such entry and any such act and shall ensure that all occupants

and transferees permit any such entry and any such act'
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SCHEDULE " A''

DESCRIPTION OF PREMISES

The premises; are that certain parcel of land comprising an afe.a of 2'56 hectares

(r;:dil';;i;il;;;; p"rti"ui"ny strown as Area 1 outlined in heavv black ink

and containerl within inat certain-Reference Plan to accompany lease of part of

Lot A, plan 3g75g, section s r a iz, R"ng. 2 East, North saanich District,

certified correrct by Michael claxton, BC Land-surveyor, and dated December 16'

t00b, a copy of wnicn is attached to this Schedule'
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SCHEDULE 
IIB'I

TERM OF SUBLEASE

The Term of lihis suhlease is thirty (00) years, beginning on July 1, 2006 and ending on

June 30, 203ti (ihe'Terrn")'

RENEWAL FROVISIOT{S

If the sublesr;ee duly an;J punctually observes and perfonns tha covenants' agreerflents'

conditions anrd provisos.in this subrease on the part of the subressee to be observed and

performed, tl^re Sublesser shalt, at the expiraiion of the Term and any renewal thereOf' at

the cost of the $ubressee and at the subressee's written request derivered to the sublessor

in ihe manner providod for in this sublease, not earlier firan 365 Days prior to the expiration

oftheTermandanyrenewalthereof,granttotheSublesseearenevua|$ubleagefora

Renewal Terrm which shall be the lesser of:

twenty (20) Years'

a period oqual to the estimated remaining eoonomic life of the

lmprovements then in place on the Subprernises' given norrnal

maintenance and repair of such lmprovements'

a period 5rqual to the balance of the Term of the Hmd Lease' less

one (1) DaY,

(the "Renewal T*rm")

upon all of the covenants, agreementS, condiiionE and provisOs contained in this Sublease

except any fufiher right crf renewal and any provisions for sublessor's work, sublessee's

work, exclusive usa, free rent bonuses, subleasehold lmprovements or inducements and

except the annual rent to be paid during the Renewal Tenn' The annual rent for the

Renewal Term shall be the than fair market rent for the $ubpremises as referred to in

subsection 3 of schedule "D" and shall be reviewed and adjusted every five (5) years in

accordance with subsection 3 of $chedule "D", during the Renewal Tenrr. lf the $ublessor

and the subressee have.not mutuaily agraed on the amount of annual rent prior io the

(a)

(b)

(c)

?g?-l 2fi0'd E lB-r 609J, ggB 0ge+ ,\IIU0H!]Y lt0dxlY Ylu0IJll\-rloul lil|Vg?r lt 8B[Z-E0-/\0|{
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commenc,em€nt of the Renewal Term, fien the annual rent shalt be decided by arhitration

pursuant to $ection 14'3'
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SCHEDULE 6!C''

USE OF SUBPREMISES

ln addition to the existing improvements on the subpremises, the subpremises shall be

used for the completion of the two aircraft hangar buildings, and aviation office space

required to be constructed on the subpremises pursuant to this sublease and

Development Permit No. vM-06-001. such buildings and subpremises shall be in

accordance with the attached aviation services purpose section of the sublessot's

approved Larnd use Plan, and shall be used aviation purposes and for no other purpose

or purposes whatsoever.
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SCHEDULE 
fID''

RENT

During the initial five (5) year period of this sublease beginning on July 1' 2006

and ending on June 30, 2011, the sublessee will pay to the sublessor Rent

montfrly in advance on or before the flrst day of each and every month' as

outlined below:

shoLrld the sublessods architect or agent determine that the square metre area

of thre Subpremises is other than the calculation above noted, the Rent payable

will be adjusted accordingly, commencing with the date of such determination'

adjur;ted for a parl month if necessary. li is expressly agreed, however, that

therel shall be no adjustment in favour of either the sublessor or the sublessee to

reflect any inconect square metre measurement for any period prior to the

aforesaid date of deterrnination'

Ren't shall be reviewed and adjusted effective July 1 ,2011 and thereafter at five

(5) year intervals for the balance of the Term of this sublease, based upon the

following PrinciPle:

Rent shall be the annual fair market ren'tal value of the Subpremises' for the use

or uses contained in Schedule "ff, excluding only that part of rental value

attributable to the value of any improvements on the subpremises placed or

constructed by or on behalf of the Sublessee'

lf thre parties cannot agree on the Rent for a period, the matter shall be setiled by

arbiitration as provided in this Sublease'

2.

?

$94,135.45 "
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adjuslied for a part month if necessary. lt is expressly agreed, however, that

there shall be no adjustment in favour of either the sublessor or the Sublessee to

reflect any incorrect square metre measurement for any period prior to the

aforesaid date of determination'

3. Rent shall be reviewed and adjusted effective July 1 ,2011 and thereafter at five

(5) y:ar intervals for the balance of the Term of this Sublease, based upon the

follouring PrinciPle:

Rent shall be the annual fair market rental value of the Subpremises, for the use

or uses contained in Schedule "C", excluding only that part of rental value

attributable to the value of any improvements on the Subpremises placed or

constructed by or on behalf of the Sublessee'

lf ther parties cannot agree on the Rent for a period, the matter shall be settled by

arbitnation as provided in this Sublease.
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SCHEDULE "E"
NEW IMPROVEMENTS

The Sublessee agrees to promptly commence and diligently proceed to

completion of construction of aviation hangars and offlces (the "New

lmpnovements") according to the following conditions:

the Sublessee will construct the New lmprovements at its expense and in

accordance with the National Building Code of Canada, the National Fire

Code, the BC Building Code and Development Permit No. VM-06-001

issued to the Sublessee by the Sublessor;

the Sublessee will substantially compleie the New lmprovements by

March 31, 2008, subject to extensions of time granted by the Sublessor

pursuant to Subsection 1(d) of this Schedule;

lf the Sublessee:

from and after the date of comrnencement of the term of this

Sublease proceeded with due diligence to construct the New

lmprovernents in accordance with the provision of this Sublease

and is not in default in payment of rent or the performance of

obligations of this Sublease, and;

has been delayed in constructing the New lmprovements by

reason of sirikes, lockouts, governrnental restrictions, Acts of God,

unavailability of material and labour and similar causes, all being

beyond the control of the Sublessee, except delays caused by

lack of finances, and the delays are such as to render it unlikely oi'

uncertain that the New lmprovemenis will be substantially

completed by Mareh 31, 2008, in compliance with Subseciion

1(b), and

(a)

(b)

(c)

tl
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iii. has used all reasonable diligence to overcome such delays and

proceeded with the construction of the New Improvements to the

extent possible, then the Sublessee may at any time before the

date of completion of the New lmprovements apply to the

Sublessor for and obtain by way of duly executed supplemental

agreement to the Sublease, an extension of the time for

compliance with Subsection 1(b) by a period not longer than the

length of the delay imposed by the causes beyond the

Sublessee's control, which will reasonably be required for the

Sublessee substantially to complete the New lmprovements with

reasonable diligence, such application to be accompanied by a

statement, signed by the Sublessee certifying:

(B)

the length of time required for the substantial completion of

the New lmprovements with reasonable diligence;

the length of the delay imposed by causes beyond the

control;

that these causes were beyond the Sublessee's control;

and

that the delay will be likely to prevent compliance with

Subsection 1(b) by the date specified therein

notwithstanding exercise of reasonable diligence by the

Sublessee, and in such eveni the Sublessor shall grant to

the Sublessee an extension of ihe iime specified in

Subsection 1(b), equal to the shorter of the two lengths of

tii'ne referi'ed to 
.in 

Subsection 1(cXiiiXA) or Subsection

1(cifiii)(B), and shall from time to time grant further

extensions of the date for completion if application is made

during the cunency of any extension already granted and

is accompanied by a tike certificate of the Sublessee,

provided always thai in no event shall the Sublessee be

(A)

(c)

(D)
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(d)

entitled to an extension beyond the date upon which the

second year of the Sublease extension expires.

for the purposes of this Sublease, completion of construction of the New

trnprovements shall be deemed to have been substantially completed when

the Sublessols designaied representative has certified that:

allwork of a structural nafure has been properly completed;

atl building equipment and services, heating and air-conditioning

systems and utilities have been completed and are operating

properly and are available for use by the Sublessee, and all

stairwells and other areas intended for the common use of any parly

are completed except for work of a decorative or superflcial nature;

the Sublessee is in compliance with the laws refened to in Section

6.1 relating to the conshuction of the New lmprovements and all

necessary permiis for occupancy have been obtained;

all areas are clean and all surplus building materials and rubbish

have been removed: and

the New Improvements have been completed in all respects in a
good and workmanlike manner in accordance with plans and

specifications approved by the Sublessor, except for any

requirements of those plans which have been waived or varied by

the Sublessor in writing and for faults and defects which, in ihe

opinion of ihe Sublessois designated representative, acting

reasonablir, ai'e minoi' and 'fie coneciion of which is adequately

assured.

Before commencing excavation or constructing any New lmprovements on the

Subpremises the Sublessee shall have:

il.

iii.

v.

2.
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(a) subnritted to the sublessor the parts of the plans and specifications

approved by the Sublessor that relate to the portion of the construction of

the New lmprovements which the Sublessee proposes to comrnence;

furnished proof of insurance required by Article 8, Subsection (m);

obtained the approval of the Sublessor and have entered into a construction

contract for ihai pari of fre consfuction which is to be commenced;

obtained from the contractor the indemnity, insurance and performance

bonds required by the contract

furnished proof of the mortgage, if any, to finance construction of the New

lmprovements.

(b)

(c)

(d)

/a\

(a)

The Sublessee shall perform and comply with the following covenants and

requirements in the consiruction of the New Improvements:

the New lmprovements shall be consfucted in all respects in accordance

with plans and specifications approved by the Sublessor except insofar as

any requirements thereof have been waived or varied by the Sublessor in

writing;

all necessary building permits shall be obtained and all laws refened to in

Section 6.1 and all legal requirements relating thereto pertaining to ihe

conduct of the construction of the New lmprovements shall be complied

with, and consiruction of fre New lmpro,.,ements shall be conducied

expeditiously and in a good and workmanlike manner and otherwise in

accordance wilh fl'le pro'vislons of thris Subiease;

the Sublessee, through its architect or engineer, shall properly supervise the

construction of the New lmprovemenis;

(b)

(c)
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(d)

(e)

(g)

(0

any contractor engaged on the construction of the New lmprovements shall

be required to observe all provisions of its contract as approved by the

Sublessor and to fumish and maintain all security, indemnity, insurance and

performance bonds required by ihe contract;

ihe Sublessor and its designated representative may require the Sublessee,

at its expense, to subrnit at reasonable intervals, certificaies from the

Sublessee's architect or engineer of the standing of the construction of the

New lmprovements, the existence and extent of any faults or defects, ihe

value of the construction of the New lmprovements then done and to be

done under any contract, the amount owing to any contractor and the

amounts paid or retained by the Sublessee on any contract, and the

Sublessee shall also, whenever requested by the Sublessor, furnish copies

of certificates fumished to it by contractors or by the Sublessee's architect or

engineer in connection with construction;

ihe Sublessee shall promptly pay all proper accounts for work done or

materials furnished under all contracts which it has entered into relating to

the construction of the New lmprovernents but this shall not prevent the

Sublessee from retaining any amounts claimed due which ihe Sublessee's

architect or engineer has not certified to be due, or which are properly and

reasonably retained to secure the performance of any work or the conection

of any defect or which, in the opinion of the Sublessee's architect or

engineer acting reasonably, are [easonably retained in anticipation of

damages arising from any contractot's default or which are required to be

retained under the provisions of the Buildels Lien Act of British Columbia;

the New lmprovernents shall be substantially completed to the edent

required by Subsection 1(b) on oi befoi-e ihe expiration of the ciaie therein

stipulated as that date may be extended for the delays refened to therein;

the Sublessee shall effect or cause iis contractor or contractors to effect,

prior to commencement of construction of the New lmprovements and shall

(h)
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maintain and keep in forca uniil the insurance required under Article 8 has

been effected, insurance:

protecting both the Sublessor and the Sublessee (without any rights

of cross Claim or subrogation against the Sublessor) against Claims

for personal injury, death or property damage or other third party or

public liability Clairns arising from any accident or occurrence upon,

in or about the Subpremises and the lands adjacent thereto and

from any cause, including the risks occasioned by the construction

of the New lmprovernents and to an amount of not less than FIVE

MILLION DOLLARS ($5,000,000.00) for any personal injury, death,

property or other Claims in respect of any one action or occurrence;

and

protecting both the Sublessor and the Sublessee from loss or

damage (without any rights of cross Claim or subrogation against

ihe Sublessor) to the New lmprovements and allfixtures, equipment,

improvements and building materials on the Subpremises and the

lands adjacent thereto from time to time, against fire and other perils

from time to time customarily included in the usual extended

coverage endorsements upon fire policies applicable to similar

properties during conshuction and effected in British Columbia by

prudent owners, and other perils as the Sublessor may reasonably

require to be insured against, including earthquakes, to the full

insurable value thereof at all times (to be computed upon a

replacement cost basis with deduction only of the cost of excavation

and foundations and the value of building materials from time to time

on the site, but not incorporated in ihe New lmprovements if and io

the extent fJre buildlng materials are at the risk of the conti'actoi- oi'

contractors and noi at the risk of the Sublesseei and in any event in

an amount sufficient to orevent the Sublessor beinq deemed a co-

insuren
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the proceeds of insurance which rnay become payable under any

poticy of insurance refened to in this section shall be used by the

Sublessee to restore, rebuild and repair the New lmprovements

pursuant to Section 4.2;

all the provisions of Article 8 respecting insurance which are of

general application apply to the insurance during construction of the

New lmprovements required by this Subsection.

It is agreed that failure by the Sublessee to comply with this Schedule "E" is a

fundarnental breach of the conditions of this Sublease, and this Sublease will be

subject to cancellation without any right of the Sublessee to seek compensation

in thr: event of such failure.

1il.

lv.

a
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SCHEDULE''F''

ENVIRONMENTAL COMPLIANCE LETTER
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{,
|j9t9ri1 tntennationat Airport
#2A1 .1640 iitectra Blvd.
Sidney, BC VBL SV4

7a

VICTORIA AIRPORT AUTHORITY

Our File No. 5156-(Company Name)

ORIGINAL

(date)

(Addressee)
(Title)
(Company)
(Address)
(City, prov, postal)

Dear (Addres;see):

RE: LANEI SUBLEASE - yyJL B.tfit#
VICTORIA I NTE RNATI OruE_r. ETNPORT

secfion 5'5 - tn9sligTtion 
-and Report of the above-noted subrease requires thesublessee to certify ano conRim tr',"i tnuv.i..in'L#p"naice witn a, Environmentar Lawsand no Advense Environme.t"ic*iition exists on the suopremises.

To satisfy this reouirement, please sign and retum the Duplicate original of this letteryJH'f;,il:"!1) month r.; ;iJ;-"ilJ,'p,ouio* fift"; ;Jtui[ or any probrems or non_

Yours truly,

Richard paquefte
President - CE(f
Victoria Airport Authority

Encfosure

+ TELEPHoNE 250.953.7500 + FACSIM|LE 250.953.7509 +
www.victoria airpori. com


