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General:
This Bill will allow Ireland to ratify the Convention on Inter-

national Interests in Mobile Equipment and Protocol thereto on
Matters Specific to Aircraft Equipment which was opened for signa-
ture at Cape Town on 16 November 2001, and will give the Conven-
tion and Protocol the force of law in Ireland.

The purpose of the Convention and its associated Protocol is to
create an international legal framework to facilitate asset-based
financing of aircraft, aircraft engines and helicopters. Asset-based
financing means leasing and loans where the principal asset securing
the debt is the aircraft itself. Because aircraft regularly move
between countries an international legal framework is necessary to
assure lenders that they can recover control of the asset (the aircraft)
if the borrower defaults on the lease or loan repayments while the
aircraft is in another country.

By reducing the risk to lenders the Convention will bring benefits
for airlines through reduced costs of finance. For example, the US
Government’s Export-Import Bank has indicated that it will reduce
finance charges in respect of loans on US aircraft purchased by air-
lines in States that have ratified the Convention.

The incorporation of the Convention into Irish law will only
impact on large scale financing contracts between debtors and credi-
tors who choose to take advantage of the protection of the Conven-
tion. Persons and firms involved in such large-scale finance will be
professionally advised in relation to all aspects of their financing con-
tracts. The Convention will not affect the status of financial contracts
entered into before a country accedes to it.

To gain the protection of the Convention financial interests in air-
craft must be recorded in the International Registry which is defined
in the Convention. The time of entry in the Registry also determines
the priority of competing financial interests on a first-come-first-
served basis. The International Registry will be entirely com-
puterised operating over the Internet 24 hours per day, 7 days per
week. A key feature of the system will be the ability to search the
database to discover if there are already loans registered for a par-
ticular aircraft. The International Registry will be self-financing from
user fees. It will be regulated by the International Civil Aviation
Organisation (ICAO).
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The Department of Transport participated in the preliminary work
for the design of the International Registry system including hosting
a working group in Dublin.

The International Registry is quite separate from the role of the
Irish Aviation Authority in recording aircraft that are on the Irish
register, under the 1944 Chicago Convention, for the purpose of
safety supervision. The International Registry is only concerned with
recording financial interests in aircraft and has no role in relation to
aircraft safety.

ICAO held a competition in 2004 to select the company that would
operate the International Registry for the first 5 years. The proposal
submitted by the Irish company Aviareto was unanimously selected
as the winner. Aviareto will be jointly owned by SITA (80%) and
the Department of Transport (20%). It will be a not-for-profit com-
pany. SITA will provide Aviareto with the technology and services
to operate the International Registry. SITA is a major international
company owned by over 700 aviation companies world-wide. It is the
world’s leading provider of global information and telecommuni-
cation solutions to the air transport and related industries. SITA has
offices in Letterkenny and Dublin employing 60 people in Ireland.

It is expected that Aviareto will be a very small direct employer
— probably less than 10 staff. However, a large proportion of the
world’s aircraft finance companies have operations in Ireland. This
has major spin-off benefits for Irish legal and accounting firms. The
success of the Irish bid to operate the International Registry will
further underpin Ireland’s role in this market place and Irish employ-
ment in, for example, the legal and accounting firms that support the
aviation financing business.

The Convention and Protocol will come into force when it has
been ratified by 8 countries. In view of Ireland’s support for the
project, and the location of the International Registry company in
Ireland, it is hoped that Ireland will be one of those countries. At
the time of writing 6 countries have ratified the Convention and
Protocol.

Provisions of the Bill.

PART I

Preliminary Matters

Sections 1 to 3 contain standard provisions in legislation, i.e. short
title, purpose of the Act and interpretations.

PART 2

Implementation of the Convention and Protocol

Section 4 provides that the Convention and Protocol will have the
force of law in Ireland.

Section 5 empowers the Government to make various declarations
that are permitted under the Convention and Protocol. These allow a
certain amount of tailoring to take account of national circumstances.

Section 6 contains standard provisions in connection with making
orders.

Section 7 specifies that the High Court is the appropriate court.



Section 8 requires Courts to take notice of the Convention and
Protocol.

Section 9 requires that proceedings for damages must take account
of compliance with the relevant articles of the Convention.

PART 3

Miscellaneous Provisions

Section 10 empowers the Minister to subscribe for shares in the
registry company (Aviareto) to an amount not exceeding \40,000.
The Minister‘s shareholding will be an important indication of Irish
support for the Convention and Protocol and the registry company.

Section 11 prohibits a Court from making an order that would
prevent the Registry from providing the services prescribed by the
Convention and Protocol.

Sections 12 to 14 are standard provision relating to orders.

Section 15 is a standard provision relating to the Minister’s
expenses under the Act.

Section 16 inserts, into the Act that implements the Montreal Con-
vention, standard provisions relating to the making of orders under
that Act. Because of a deadline to enact that Act it was not possible
to include these amendments before it was enacted.

Estimated Exchequer costs
It is not expected that the Act will give rise to any additional costs
for the Exchequer other than the amount of \40,000 for the purchase
of shares in Aviareto.

Staffing implications for the Department or State Body
The Act will not give rise to any additional staffing requirements.

An Roinn Iompar
Aibreán 2005
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