MEMORANDUM OF UNDERSTANDING

The delegations representing the Government of India and the Government of the
State of Kuwait met in New Delhi on 20-21 March, 2006, to discuss matters relating to air
services between the two countries. The discussions were held in a friendly and cordial

atmosphere. The composition of the two delegations is given at Appendix 1.

1. Designation of Airlines

1.1 Both sides agreed to take necessary steps to permit multiple designation of airlines.
Accordingly it was agreed that Article 1(c), Article 2 and Article 4(a) of the Air Services
Agreement (ASA) be amended. The new texts of these Articles are attached as Appendices
(2), (3) and (4), respectively. It was agreed that these amendments shall be provisionally
applied with immediate effect, pending completion of the required constitutional formalities,

in accordance with Article 14 of the ASA.

1.2 The Kuwaiti side designated Jazeera Airways as the second designated airline of the
State of Kuwait to operate the agreed services under the ASA with immediate effect and the
Indian side accepted this designation. The Indian side designated Air India Express as the
third designated airline of the Government of India to operate the agreed services under the

ASA with immediate effect and the Kuwaiti side accepted this designation.

2. All-Cargo Services

24 The Kuwaiti side requested to liberalise the operation of all-Cargo services between
the territories of the two Contracting Parties. The Indian side informed that India already has
an open sky policy for all-Cargo services. Accordingly, the two sides agreed that the
designated airlines of each Party shall be entitled to operate all-Cargo services from any point
in their home country to any point(s) in the territory of the other Party, via any intermediate
point(s) and beyond to any point(s) and vice versa, without any limitation on the number of
services and/or type of aircraft, with full 3 4" and 5" freedom traffic rights, without

exercising cabotage rights.
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3 Commercial Agreements

3.1 The Kuwaiti side requested for the immediate waiver of the fnandatory requirement
for Commercial Agreements/Arrangements to cover the operations of the designated airlines
of Kuwait to/from India. The Indian side explained that a policy decision has already been
taken by the Government of India that the requirement for a Commercial Agreement would
not be mandated for any new operations by any foreign airline and that the existing terms and
conditions of the currently applicable Commercial Agreements would continue to remain in
force until 31 December 20{)'9 whereafter the mandated requirements for Commercial

Agreements would no longer apply.

3.2 The Kuwaiti side commented that continuing to mandate such commercial agreements
is no longer an acceptable practice in the air transport industry and fair competitive practices
entail the waiver of such commercial restrictions. Hence, the Kuwaiti side reiterated its above
mentioned request and requested the Indian side to reconsider its position in this regard. The
Indian side reiterated that according to its policy, these agreements / arrangements shall no

longer apply only with effect from 1.1.2010.

4. Capacity Entitlements and Traffic Rights

4.1 Considering the continuous growth in air transport traffic between Kuwait and India
and in line with the developing liberalization in the air transport industry, the Kuwaiti side
requested the conclusion of an Open Skies Air Transport Agreement between the State of
Kuwait and the Government of India. The Indian side stated that it is not in a position to
consider this request as capacity entitlements are primarily based on the requirements of the

3 / 4™ freedom markets.

42  For their immediate requirements the Kuwaiti side proposed that the capacity
entitlements be increased from 5,200 to 12,000 seats per week in each direction for each side,
and that the designated airlines of Kuwait be granted access to additional points of call in
India including Hyderabad, Ahmedabad, Calicut and Bangalore. The Indian side requested

the Kuwaiti side to submit details of their immediate requirements. Accordingly the Kuwaiti

side submitted these requirements which are attached in Appendix (5).
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43  For their medium and long term requirements, the Kuwaiti side proposed that the
capacity entitlements of both sides be increased to 25,000 seats per week in each direction.
The Indian side requested the Kuwaiti side to submit details of their medium and long term
requirements by points of call in India and by schedule period for the next 3 — 5 years,
commencing from the schedule period Summer 2007. The Kuwait side agreed to submit these

requirements for the consideration of the Indian side before the next round of talks.

44  The Indian side stated that it would need time to examine both of the above
requirements and respond to the Kuwaiti side during the next round of bilateral talks to be

held within four months.

4.5  The Kuwaiti side requested the Indian side to specify the increase of operational
entitlements that can be approved instantly by them. The Indian side stated that it will

respond to all capacity entitlement issues during the next round of talks.

5. Fifth Freedom Traffic Rights:

5.1  The Indian side requested that the designated Indian carriers be permitted to exercise
intermediate fifth freedom traffic rights to/from any points without any restriction on the
number of intermediate points (including points in the Gulf) and/or the number of
frequencies/seats on which such rights can be exercised. The Indian side further requested
for the removal of all the existing restrictions on the exercise of beyond fifth freedom traffic
rights to the available beyond points including on the Kuwait-Cairo v.v. sectors. The Indian
side also requested for the removal of the existing requirements for Commercial Agreements
to cover the exercise of the intermediate/beyond fifth freedom traffic rights where applicable.

The Kuwaiti side took note of this request.

5.2  The Kuwait side requested that Note 2 of Section II of the Route Schedule be
amended to read as follows : “Points beyond India will be served only on the transit services

operated via Mumbai and/or Chennai.”
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