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MEMORANDUM 0F UNDERSTANDING

The Government of Canada and the Federal Executive Council of the Assemblyof the Socialist Federal Republic of Yugoslavia have established the followingunderstandings with respect to the Agreement on Air Transport between the Govern-ment of Canada and the Federal Executive Council of the Assembly of the SocialistFederal Republic of Yugoslavia:

1. Income or profits from the operation of aircraft in international trafficderived by an airline, which is resident for purposes of income taxation in the ter-ritory of one Contracting Party, shall, on the basis of reciprocity, be exempt fromany income tax and ail other taxes on profits imposed by the government of the otherContracting Party. In the event a comprehensive agreement is concluded betweenthe two countries on avoidance of double taxation that also includes provision onthe taxation of air transport, the two Contracting Parties shall consuit with a viewto determining the extent to which the above understanding is terminated, supersed-ed, amended or supplemented by such comprehensive agreement.

2. The Contracting Parties have agreed as follows with respect to initial levelsof frequency and capacity. Initial service shahl be equivalent to three flights weeklyof DC-10 type aircraft during the summer season (April 1 to October 31) andequivalent to two flights weekly of DC-10 type aircraft during the winter season(November 1 to March 31). Commencing April 1, 1985, frequencies may be in-creased by the equivalent of one flight weekly of DC-10 type aircraft over the initiallevels of service in each of the summer and winter seasons until March 31, 1986 atwhich time service levels shahl, unless otherwise agreed, revert to the initial levels.The Contracting Parties may, at any time, agree to different levels of service in ac-cordance with the provisions of Article 9, paragraph 5 of the Agreement. The statusquo for the purposes of that Article shall remain at three flights weekly in the sum-mer season and two fhights weekly in the winter season until such time as agreementis reached on different levels of service.
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