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of the other Party codeshares with the designated airline of
the first Party on any segment beyond the territory of either
Party.

Part V. CHANGE OF GAUGE

A. FOR COMBINATION SERVICES

1. For combination services, on any segment(s) of the
authorized routes, any designated airline may perform
international air transportation without any limitation as to
change, in both the inbound and outbound directions, at any
point on the route, in type or number of aircraft operated;
provided that:

(a) In the outbound direction, transportation beyond
such point is a continuation of the transportation from
the territory of the Party that has designated the
airline and, in the inbound direction, the
transportation to the territory of the Party that has
designated the airline is a continuation of the
transportation from beyond such point;

(b) For flights outbound from the homeland, onward
transportation from the point of change of gauge in the
territory of the other Party is performed by a single or
multiple flights with (an) aircraft whose capacity in
total is not greater than ten (10) percent more than
that of the aircraft arriving at the change of gauge
point; and

{(c) For flights inbound to the homeland, transportation
to the point of change of gauge in the territory of the
other Party is performed by a single or multiple flights
with (an) aircraft having the capacity in total not
greater than ten (10) percent more than that of the
aircraft performing onward transportation from the point
of change of gauge.

2. Transportation performed on aircraft of other airlines

under codeshare arrangements shall not be counted for
purposes of this Section.

B. FOR ALL-CARGO SERVICES

1. For all-cargo services, on any segment(s) of the
authorized routes, any designated airline may perform
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international air transportation without any limitation as to
change, in both the inbound and outbound directions, at any
point on the route, in type or number of aircraft operated;
provided that:

(a) In the outbound direction, transportation beyond
such point is a continuation of the transportation from
the territory of the Party that has designated the
airline and, in the inbound direction, the
transportation to the territory of the Party that has
designated the airline is a continuation of the
transportation from beyond such point; and

(b) For each flight outbound from the homeland, when a
change of gauge takes place in the territory of the
other Party, the onward transportation to a point or
points in third countries may be performed by any number
of aircraft as long as the aggregate capacity, measured
in cubic footage, of those aircraft does not exceed the
capacity of three 747-100 freighters.

2. Transportation performed on aircraft of other airlines

under codeshare arrangements shall not be counted for
purposes of this Section.

Part VI. OPERATIONAL FLEXIBILITY

With respect to all services described above, subject to
the route or city-pair list restrictions under this 1998 MOU
or the prior agreements, airlines designated by the Parties
may, at their option:

A. Operate flights in either or both directions;

B. Combine different flight numbers within one
aircraft operation;

C. Serve behind, intermediate, and beyond points and
points in the territories of the Parties on the
routes in any combination and in any order;

D. Omit stops at any point or points; and

E. Transfer traffic from any of its aircraft to any of
its other aircraft at any point on the routes;

without directional or geographic limitation and without loss

RINIOE:
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of any right to carry traffic otherwise permissible under
this 1998 MOU; provided that the service serves a point in
the territory of the Party designating the airline.

Part VII. PRICING AND DISTRIBUTION

1. There shall be a fair and equal opportunity for the
airlines of both Parties to contract with wholesalers, travel
agents, and other similar bodies, if any, for the sales of
their air transportation services in accordance with laws and
regulations of the Party where such a contract is concluded.
Airlines of both Parties also shall be free to market their
air transportation services directly to consumers, inter
alia, by establishing their own sales channels to this end in
accordance with laws and regulations of the Party where they
market the service.

2. Experts of both Parties will meet by May 1, 1998, to
consider steps to liberalize pricing, including zone pricing.

3. Until such time as a new agreement is reached on
pricing, aeronautical authorities of each Party will flexibly
approve air fares proposed by airlines. This would require,
for example, at a minimum, approval of a proposed fare or
rate of airlines of either Party that matches any competitive
fare or rate which is permitted under the current regime.

Part VIII. FUTURE NEGOTIATIONS

A. Negotiations shall commence no later than January 1,
2001, with the objective of fully liberalizing the civil
aviation relationship between Japan and the United States.

B. If no agreement is reached as a result of the
above-referenced negotiations by January 1, 2002, then
additional opportunities shall become available, as described
in Part IX, below.

Part IX. ADDITIONAL OPPORTUNITIES FOR COMBINATION SERVICES

Frequencies provided for in this Part become available
on the dates provided for in this Part or when non-incumbent
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combination airlines of either side are operating fifty-six
(56) weekly round-trip frequencies authorized by this 1998
MOU, whichever is later; unless otherwise provided in a new
agreement between the Parties, as contemplated by Part VIII
(Future Negotiations), that has entered into force or has
otherwise been implemented by both Parties.

A, NEW FREQUENCIES FOR NON-INCUMBENT COMBINATION AIRLINES

1. Effective January 1, 2002:

(a) The aggregate number of non-restricted weekly
round-trip frequencies, provided for in subsection I B
2 of this 1998 MOU, shall increase by seven (7);

(b) An additional fourteen (14) weekly round-trip
frequencies, in the aggregate, may be operated by
non-incumbent combination airlines of each Party on
routes including any city-pair markets between the
territories of the Parties other than Tokyo-New York,
Tokyo-Chicago, or Tokyo-Honolulu®®.

18 For purposes of city-pair restrictions contained in this Part,

Newark, New Jersey, shall be treated as a separate point from New
York, New York.

2. Effective January 1, 2004:

The aggregate number of non-restricted weekly round-trip
frequencies, provided for in subsection I B 2 of this 1998
MOU, shall increase by an additional seven (7).

3. Effective January 1, 2005:

An additional seven (7) weekly round-trip frequencies,
in the aggregate, may be operated by non-incumbent
combination airlines of each Party on routes including any
city-pair markets between the territories of the Parties
other than Tokyo-New York, Tokyo-Chicago, or Tokyo-Honolulu.

4. Effective as of the first date All Nippon Airways
operates a number of trans-Pacific weekly round-trip
frequencies that exceeds by seventy (70) or more the number
of such frequencies operated by that airline as of January 1,
19982°, the aggregate number of non-restricted weekly
round-trip frequencies, provided for in subsection I B 2 of
this 1998 MOU shall increase by an additional seven (7).

20 As of January 1, 1998, All Nippon Airways operated eighteen (18)
trans-Pacific weekly round-trip frequencies.

H1TOR
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B. CONVERSION OF THE FORTY-TWO (42) RESTRICTED FREQUENCIES
FOR NON-INCUMBENT COMBINATION AIRLINES

1. Effective January 1, 2002:

(a) Fourteen (14) of the forty-two (42) restricted
frequencies, provided for in subsection I B 3 of this
1998 MOU, shall be converted to non-restricted
frequencies, thereby increasing the aggregate number of
non-restricted frequencies, provided for in subsection I
B 2 of this 1998 MOU, by an additional fourteen (14);

(b) For seven (7) of the twenty-eight (28) remaining
restricted frequencies provided for in paragraph I B
3(a) of this 1998 MOU, the restrictions shall be
modified to permit operation of those frequencies by
non-incumbent combination airlines of each Party on
routes including any city-pair markets between the
territories of the Parties other than Tokyo-New York,
Tokyo-Chicago, or Tokyo-Honclulu.

2. Effective January 1, 2004:

For seven (7) of the twenty-one (21) remaining
restricted frequencies provided for in subsection I B 3 of
this 1998 MOU, the restrictions shall be modified to permit
operation of those frequencies by non-incumbent combination
airlines of each Party on routes including any city-pair
markets between the territories of the Parties other than
Tokyo-New York, Tokyo-Chicago, or Tokyo-Honolulu.

3. Effective January 1, 2005:

Seven (7) of the fourteen (14) remaining restricted
frequencies, provided for in subsection I B 3 of this 1998
MOU, shall be converted to non-restricted frequencies,
thereby increasing the aggregate number of non-restricted
frequencies, provided for in subsection I B 2 of this 1998
MOU, by an additional seven (7).

Part X. PROCEDURES CONCERNING THE APPLICATION OF
ARTICLES 10, 11, AND 12 OF THE 1952 AGREEMENT
WITH RESPECT TO CAPACITY, FREQUENCY, AND

TRAFFIC COMPOSITION

The following procedures concerning the application of
Articles 10, 11, and 12 of the 1952 Agreement shall apply to
all approvals and reviews of changes in capacity or frequency
of services, including inaugurations of new services, for all
services operated under this 1998 MOU or the prior



]R1 1 &
RO R+
RSk
EE 4@ ER
N

QMR S HE o P 12 ol b 0% L IR R o tb R 12 IR O b D R e®

< | WEER

DE< [ FELHE | LBRPOHRT 0 M ORHUEMKS ¢ W OMIR L EE0° D7
A (EENNNDRUEDN XD QR KR O SIS TWH LM TS 12 10 Do ik iE LR 1
SretbiR | LERIRE 2 R 0RO W IEEE D8 50

~ GEREACRGEHKT MR UMK KB L FEN RN BB O RIB (RBHEQ L wén
99 SREREX i LR D BROBRMASHIE O -V EMR O IR L 5 siR 4 B0 55 ronb 8 12
BWOPQAU0°

N D) QHRIIR+< i RIS EH O #E 40 1240 5 W BRI A0 5 RSO RX BB LR O
@7 | ROBEHES | QRIS KB L E0FEH RN BBE ) R o 1040 0 0 RIN (SR BB E
FER0°) T MBS B R M R L © MV EHEO NS ELOH- oo mY” WOMBRITR
AN ORER O RN D Q AU dee®

o O RIER+<H SRR MBH UK M £ —~<UBRHPGHRE OB QREK
RRSMELRSR SRR | ROEREQCENRHUMOMIBT HRITH+ | QBN QIKk+¥’
-+ | KROW| | LERO Y 500 URRe°

= SRt | ROELHCERMMEREROELECEMHUIKO MR LD EN QBRI BE
XBEHRY O S VESOTe-U” M | ROELRHEQEMMEY SRCERHE S REHMIE
VRO MNEEO W QRE RS R UEF e MK | ROEREQEMNMIES” MM | ReE
FRER KR 4L B MRS © MR S BV O VB 0 C L RIE L B0 O VIR oL R L7 H-Rim
H1 13 © 581K Q iR+ Bl LA D S VI o 10 1 ) U R R A0ne°

v ERLEHSRMMEL MiBRRIRHWHKORHE S MEH LM OB R oSl R SV &
FEOHER~ <N LBNFOBRKE SO ERORET OV PHR0RKE N M NER KR T
WRHME R MP MR 2 K gk (2 % © ER O RER L4 S VO i Ui no IR 17 IEIRBIMIE
KU W OHBRY-RITH | i O 58 O RMKIT L 40# O 240 8 L0 KR 12 O Ainfone®

KEN S KEEMNRERE

agreements, and take precedence over the procedures
prescribed in any of the prior agreements or agreed minutes
implementing the 1952 Agreement.

A GENERAL PROCEDURES

The procedures in this Section (General Procedures)
shall apply to all operations of all airlines, with the sole
exception of those operations expressly provided for in
Section B of this Part (Procedures Applicable to Passenger
Services on Fifth Freedom Operations to and from
Europe/Africa) :

1. Airlines of each Party shall follow the procedures
normally applied on a nondiscriminatory basis under the laws
and regulations of the other Party relating to approvals or
reviews of changes in capacity or frequency of services,
including inaugurations of new services.

2. All changes in capacity or frequency of services,
including inaugurations of new services, of an airline of
either Party with respect to any routes or frequencies
provided for in this 1998 MOU or the prior agreements, shall
be permitted to take effect on the date duly requested by the
airline.

3. The operations of designated airlines of either Party
performed in accordance with the provisions of this 1998 MOU
and within the limits of the formulae in subsection I A 2,
above, if applicable, shall be deemed to be in compliance
with Articles 10, 11, and 12 of the 1952 Agreement.

4. If the aeronautical authorities of either Party have
concerns related to the traffic composition, frequency, or
capacity of operations of an airline of the other Party, they
shall promptly notify the aeronautical authorities of the
other Party of their concerns and the bases therefor and may
request consultations under Article 14 of the 1952 Agreement
to discuss any reservations expressed by the aeronautical
authorities of the Party in the light of experience gained as
a result of the operations of such services.

5. In consultations concerning fifth freedom operations of
incumbent combination airlines, the aeronautical authorities
shall first consider whether the operations at issue are

not within the limits of the applicable formulae in
subsection I A 2, above, where applicable. If the
aeronautical authorities reach agreement that the operations
are not within the limits of the applicable formula, then
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they shall next consider whether the services are consistent
with the relevant provisions of the 1952 Agreement.

6. Subject to the requirements of subsection 7 of this
Section, consultations shall be held promptly following a
request therefor, at a time mutually agreed by aeronautical
authorities of both Parties. At such consultations, the
aeronautical authorities of both Parties shall seek an
agreement as to whether the services are inconsistent with
Articles 10, 11, and 12 of the 1952 Agreement, and if so,
whether, and to what extent, the services should be modified
to comply with the requirements of Articles 10, 11, and 12.
Both aeronautical authorities shall exert their utmost
efforts to reach an agreement within such reasonable time as
the case might require.

7. Consultations described in subsection X A 4, above, may
be held only after a six (6) month period of actual
operations, or such longer period as may be mutually agreed
by the aeronautical authorities of both Parties. With respect
to inaugurations of services on new route segments, the six
(6) month period of actual operations shall begin after an
initial three (3) month start-up period.

8. In the event the aeronautical authorities of both
Parties are unable, in the course of consultations, to reach
an agreement as to whether an airline's operations meet
applicable capacity or frequency requirements, the operations
in question shall be permitted to continue until an agreement
is reached as a result of such consultations, or if the
aeronautical authorities of both Parties do not reach an
agreement as a result of such consultations, until resolution
of the questions pursuant to Article 15, 16, or 18 of the
1952 Agreement.

9. Absent agreement of the Parties or resolution of the
question pursuant to Articles 15, 16, or 18 of the 1952
Agreement, neither Party shall unilaterally limit a
designated airline's operation. of agreed routes and
frequencies.

10. These procedures shall apply to proposed changes,
including inaugurations, of services, notwithstanding the
pendency of consultations or the other procedures under this
Section on any prior proposals, including proposals to
commence or increase services on the same route.

11. The continued operation of services pursuant to the
procedures for reviewing operations as set forth in this
Section may not in any case be considered by one Party to be
a breach of agreement, absent agreement of the Parties.
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B. PROCEDURES APPLICABLE TO PASSENGER SERVICES ON
FIFTH FREEDOM OPERATIONS TO AND FROM EUROPE/AFRICA

The procedures in this Section (Procedures Applicable to
Passenger Services on Fifth Freedom Operations to and from
Europe/Africa) shall apply to all fifth freedom operations to
and from Europe/Africa of all combination airlines with
respect to passenger services.

1. Airlines of each Party shall follow the procedures
normally applied on a nondiscriminatory basis under the laws
and regulations of the other Party relating to the filings by
airlines of either Party reflecting changes in the capacity
or frequency of services including inaugurations of new
services, on agreed routes.

2. All changes in capacity or frequency of services,
including inaugurations, of fifth freedom operations to and
from Europe/Africa may be reviewed by the aeronautical
authorities of the other Party to consider whether the
planned operations are in compliance with Articles 10, 11, or
12 of the 1952 Agreement. The operations in question may not
commence if the reviewing aeronautical authorities object to
them, or have withheld any necessary approvals.

3. If the aeronautical authorities of either Party have
concerns with respect to such operations, they shall promptly
notify the aeronautical authorities of the other Party of
their concerns and the bases therefor, and may request
consultations under Article 14 of the 1952 Agreement to
discuss any reservations expressed by the aeronautical
authorities of the Party in the light of projections or data
reflecting the probable results of such operations.

4. In consultations concerning passenger services on fifth
freedom operations of incumbent combination airlines to
points in Europe/Africa, the aeronautical authorities shall
first consider whether the operations at issue are within the
limits of the applicable formula in subsection I A 2, above.
If the aeronautical authorities reach agreement that the
operations are within the limits of the applicable formula,
then they shall next consider whether the services are
consistent with the relevant provisions of the 1952
Agreement.

5. Consultations shall be held promptly following a request
therefor, at a time mutually agreed by the aeronautical
authorities of both Parties. At such consultations the
aeronautical authorities of both Parties shall seek an
agreement as to whether the services should be permitted to
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be inaugurated or operated. Both aeronautical authorities
shall exert their utmost efforts to reach an agreement within
such reasonable time as the case might require.

6. In the event the aerconautical authorities of the Parties
are unable, in the course of consultations, to reach an
agreement as to whether an airline's operations meet
applicable requirements, the operations in question shall not
be permitted until agreement is reached as a result of such
consultations, or, if the aerconautical authorities of both
Parties do not reach an agreement as a result of such
consultations, until resolution of the questions pursuant to
Articles 15, 16, or 18 of the 1952 Agreement.

C. TERMS APPLICABLE TO ALL OPERATIONS

1. Neither of the Parties shall be permitted unilaterally
to require incumbent combination airlines of the other Party
to file traffic reports or data relative to fifth freedom
operations to and from Asia/Americas for the purpose of
determining its compliance with provisions relating to
traffic composition, frequency, or capacity in this 1998 MOU
or the prior agreements.

2. Nothing in this 1998 MOU shall be construed to limit the
rights of either Party to enforce its domestic competition
laws and other laws and regulations on such issues as safety,
security and environment against any airline operating
services under this 1998 MOU or any of the prior agreements
following an appropriate proceeding, so long as such laws and
regulations do not discriminate on the basis of nationality
or any other improper or inappropriate basis.

Part XI. RELATIONSHIP TO OTHER PROVISIONS AND AGREEMENTS

Nothing in this 1998 MOU shall be construed to impair
any existing rights of a Party, under the prior agreements,
to reallocate frequencies, select new points or change points
for service, or substitute airlines.
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(Signed) TAKAO FUJII
MINISTER OF TRANSPORT

(Signed) RODNEY E. SLATER
SECRETARY OF TRANSPORTATION
OF THE UNITED STATES
OF AMERICA
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(U.S. Note)

Washington, April 20, 1998
Excellency:

I have the honor to acknowledge the receipt of Your
Excellency’s Note of today’s date, which reads as follows:

"(Japanese Note)"

I have the honor to inform Your Excellency that the
Government of the United States of America accepts the
above proposal of the Government of Japan and to confirm
that Your Excellency’s Note with its attachment and this
reply shall constitute an agreement between the two
Governments, which will enter into force on the date of
this reply.

Accept, Excellency, the renewed assurances of my
highest consideration.

For the Secretary of State:

(Signed) Alan P. Larson

His Excellency

Mr. Kunihiko Saito

Ambassador Extraordinary

and Plenipotentiary of Japan
to the United States of America

IR



KHEA S IR R E =<

()
MO HR! -Pi-<mt | mUHI U R L IKE IR RHE AR (BRI REIREO R4
#1111 ] 0efE) SHEBURP BN TR C B SR W R L O 5 i Mk el

€ 4o R~ 00 € 4810 °





