Angreement

BETWEEN

PAN AMERICAN AIRWAYS, INC.

AMERICAN OVERSEAS AIRLINES, INC.

Dated December 13, 1948




dgreement made at Jersey City, New Jersey, this 13th day of
December, 1948, between Pax AmEerican Airways, INc., a corporation
organized and existing under the laws of the State of New York and
having its principal office at 135 East 42nd Street, New York 17, N. Y.
(hereinafter called ‘““Pan American’’), all the outstanding stock of
which is owned by Pan American Airways Corporation, a corporation
organized and existing under the laws of the State of Delaware
(hereinafter called ‘‘Holding Company’’), and AwmErricAN OVERSEAS
Arrunes, Ixc.,, a corporation organized and existing under the laws
of the State of Delaware and having its principal office at 100 East
42nd Street, New York 17, N. Y. (hereinafter called ‘‘Overseas’’);

WITNESSETH:
WHEREAS :

A. Pan American desires to acquire all the assets of Holding
Company and in consideration for such acquisition to issue shares of
its stock to Holding Company and assume the liabilities thereof, in
order to simplify its corporate relationships and permit the dissolu-
tion of Holding Company; and

B. Overseas and Pan American are engaged in the transportation
of persons, property and mail by air as common carriers between
the United States and the Ifuropean area, and desire to combine their
property and equipment in order to improve the services now pro-
vided by them, promote the public convenience in the provision of
such services, effect economies in, and render more efficient, such
services and strengthen United States flag air transportation in and
to the European area and the position of United States flag air trans-
portation on the Atlantie, through a plan of reorganization of Overseas
which will embrace the sale of all assets of Overseas to Pan American
in consideration of the assumption by Pan American of Overseas’
liabilities and the issuance of common stock of Pan American to
Overseas and the dissolution of Overseas;



Now, TaEREFORE, for and in consideration of the premises and of
the mutual covenants hereinafter contained, it is agreed between
Overseas and Pan American as follows:

First. Overseas represents:

(a) That Overseas is a corporation duly organized and existing
and in good standing under the laws of the State of Delaware with
an authorized capital stock consisting of 3,000,000 shares, each of
One Dollar ($1.00) par value, of which 1,749,825 shares are presently
issued and outstanding in the hands of persons other than Overseas,
and of which 1,083,154 such shares are owned by American Airlines,
Ine. (the average cost of which to American Airlines, Ine. was $10.77
per share), all such outstanding shares being full paid and non-assess-
able and no dividends in respect thereto having ever been paid;

(b) That there are no outstanding options, warrants or other
rights to acquire shares of stock of Overseas;

(¢) That the financial condition of Overseas consolidated with
American Overseas Airlines, Ltd., as of September 30, 1948 and the
results of their operations for the nine (9) months ending on that
date are substantially as set forth on, and fairly presented by, the
respective unaudited consolidated balance sheet and profit and loss
statements contained in Exhibit A hereto;

(d) That its only substantial fixed liabilities, other than current
liabilities reflected on the foregoing balance sheet, as changed since
the date thereof as a result of operations in the ordinary course of
business, consist of debt to certain banks in the principal amount of
Three Million Dollars ($3,000,000) outstanding under a Credit
Agreement dated June 20, 1947 (copy of which has been exhibited to
and initialed by Pan American) and certain subordinated notes in
‘the principal amount of Two Million Dollars ($2,000,000) repayable
on any quarterly interest date without premium;

(e) That Overseas owns the shares of stock of no subsidiary, asso-
ciate or affiliate other than all the shares of stock of American Over-
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seas Airlines, Litd., an inactive corporation organized under the laws
of the United Kingdom;

(f) That Overseas has no employment contracts with any officers
or employees not terminable within one year or, in the case of not
exceeding 75 persons stationed abroad, within eighteen (18) months,
from the date hereof without penalty other than payment of return
transportation expenses to New York City;

(g) That Overseas has no contingent liabilities or commitments
of any substantial nature except (1) its contract with Boeing Air-
craft Company, dated April 1, 1946, as amended, for the purchase of
eight (8) Model 377 aircraft (which Boeing contract and amendments
with specifications annexed thereto have been exhibited to and ini-
tialed by Pan American) and ancillary contracts for spare parts and
related equipment therefor, which ancillary contracts involve an esti-
mated total unpaid liability of $1,500,000, (2) its agreement with Boe-
ing Aircraft Company dated September 5, 1947 (a copy of which has
been exhibited to and initialed by Pan American), (3) agreements
of lease with the City of New York with respect to La Guardia
and Idlewild airports, the interest of the City of New York thereunder
having been assigned, with the consent of Overseas, to the Port of
New York Authority and the City released from its obligations there-
under (copies of which agreements have been exhibited to and initialed
by Pan American), as well as other leasehold agreements relating
to airports at or near locations served by it and to its traffie, sales
and executive offices throughout Europe and in New York City, (4)
its integration contract with American Airlines, Inc. and service
orders and requisitions issued thereunder, (5) a Credit Agreement
dated June 20, 1947 with The Chase National Bank of the City of New
York and other banks named therein (a copy of which has been
exhibited to and initialed by Pan American), (6) concessions from
foreign governments and operating and servicing agreements with air-
lines, and (7) its Retirement Benefit Plan (copy of which has been
exhibited to and initialed by Pan American); and that any other con-
tracts or agreements executory in nature to which it is a party are
not in any event unduly burdensome;




4

(h) That Overseas is the holder of a Certificate of Public Con-
venience and Necessity issued by the Civil Aeronautics Board on
July 5, 1945, expiring July 4, 1952, authorizing Overseas to transport
persons, property and mail as a common carrier by air over a route
from seven (7) United States cities as co-terminals, namely Boston,
Chicago, Detroit, New York, Philadelphia, Baltimore and Washington
to Newfoundland, Labrador, Greenland, Iceland, Eire, United King-
dom, Netherlands, Denmark, Norway, Sweden, Finland, that part of
Germany north of the fiftieth (50th) parallel, Poland and Russia, to
all of which areas outside the United States except Labrador, Green-
land, Poland and Russia it is presently performing such air transport
services;

(1) That Overseas has good title to all its properties and assets,
real and personal, including seven (7) L-49 type Constellation and
five (5) DC-4 type aircraft and including all those properties and
assets besides such aircraft reflected in the aforesaid September 30,
1948 balance sheet (except as since sold or otherwise disposed of in
the ordinary course of business), subject to no mortgage, pledge,
lien, conditional sale agreement, encumbrance or charge except for such
liens as may be shown on such balance sheet as securing specified lia-
bilities (with respect to which no default exists), advances under pur-
chase contracts, and deposits and other securities required to be made
with governments and others in the ordinary course of business, and
liens for local taxes not yet due or not believed to be substantial in
amount, and except for minor imperfections of title and encumbrances,
if any, which are not substantial in nature or amount, do not
materially detract from the value of the properties subject thereto or
materially impair Overseas’ operations, and have arisen only in the
ordinary course of business, and also except for the fact that sub-
stantial amounts of Overseas’ properties and assets consist of im-
provements to leased flight equipment and to other property held
under lease or license;

(3) That, except for pilots, Overseas presently has only two officers
or employees being compensated at a rate exceeding $15,000 per
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annum and the rates of compensation of such two officers aggregate
not more than $47,000 per annum; and that Overseas has not since
September 30, 1948, entered into or made any bonus or special or
contingent compensation payments to or arrangements with any of
its officers or employees.

Secoxp.  Pan American represents:

(a) That Pan American is a corporation duly organized and exist-
ing and in good standing under the laws of the State of New York
with an authorized capital stock consisting of 10,000 shares of common
stock, all of which are at present issued and outstanding and owned
by Holding Company, and all of which are full paid and non-assessable;

(b) That Holding Company is a corporation duly organized and
existing and in good standing under the laws of the State of Delaware
with an authorized capital stock of 10,000,000 shares of common stock,
each of $2.50 par value, of which 6,145,082 shares are at present issued
and outstanding, all of which are full paid and non-assessable;

(e) That Holding Company has entered into an agreement with
Pan American of which a copy is attached as Fxhibit B, providing,
among other things, that Holding Company will call a meeting of its
stockholders for the purpose of authorizing the sale to Pan American
of all its assets and its dissolution as contemplated herein and to use
its best efforts to obtain such authorization; and that Pan American
has entered into an agreement with American Airlines, Inc. of which
a copy is attached as Fxhibit C, providing, among other things, for
the creation of a Voting Trust in respect to any shares of stock of
Pan American received by American Airlines, Inc. as a result of the
dissolution of Overseas;

(d) That the financial condition of Pan American consolidated
with Holding Company as of September 30, 1948, and the results of
their operations for the nine (9) months ending on that date are
substantially as set forth on, and fairly presented by, the respective
unaudited consolidated balance sheet and profit and loss statements of
Pan American and Holding Company attached hereto as Exhibit D;
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(e) That Pan American and Holding Company own stock in other
corporations as set forth in the list attached hereto as Exhibit K, which
for purposes of this contract is the complete list of ‘‘subsidiaries,
associates and affiliates’” of Pan American and Holding Company,
and also own stock in other corporations the aggregate investment in
which does not exceed $300,000, and Pan American also owns 32,429
shares of the stock of Holding Company;

(f) That neither Holding Company nor Pan American has any
long-term employment contracts with employees or officers of Holding
Company or Pan American, nor are there any options, warrants or
other rights outstanding to acquire stock therein, nor, as consolidated,
do they have any substantial fixed liabilities other than debt to certain
banks in the principal amount of Forty Million Dollars ($40,000,000)
outstanding pursuant to a Credit Agreement dated as of October 2,
1946 and other than current liabilities reflected in the above-mentioned
balance sheet as changed since the date thereof as a result of oper-
ations in the ordinary course of business;

(g) That neither Holding Company nor Pan American has any
contingent liabilities or commitments of any substantial nature other
than to each other or to subsidiaries, associates or affiliates listed on
Exhibit E, except (1) a contract with Boeing Aireraft Company, dated
November 28, 1945, as amended, for the purchase of twenty (20)
Model 377 aircraft and ancillary contracts for engines, spare parts
and related equipment therefor, (2) contingent liabilities and commit-
ments of the kind described in the notes at the end of Exhibit D,
(3) concessions from foreign governments and operating and servic-
ing agreements with airlines throughout the world, (4) a subordination
agreement between Pan American and Bankers Trust Company dated
as of April 1, 1947, relating to Panair do Brasil, S. A., (5) agreements
of lease with the City of New York with respect to La Guardia and
Idlewild airports, the interest of the City of New York thereunder
having been assigned, with the consent of Pan American, to the Port
of New York Authority and the City released from its obligations
thereunder, as well as other leasehold agreements relating to airports
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or maintenance bases at or near locations served by it and to its
traffic, sales and executive offices throughout the world, (6) an agree-
ment dated July 30, 1946 between Holding Company and W. R. Grace
& Co. relating to Pan American-Grace Airways, Inc., (7) Holding
Company’s Credit Agreement dated as of October 2, 1946, and (8)
Pan American’s Cooperative Retirement Income Plan; and that any
other contracts or agreements executory in nature to which either
Holding Company or Pan American is a party are not in any event
unduly burdensome;

(h) That Pan American and Holding Company have good title to
all their respective properties and assets, real and personal, including
those reflected in the aforesaid September 30, 1948 consolidated bal-
ance sheet (except as since sold or otherwise disposed of in the
ordinary course of business and except for the sale of 328 shares of
stock in Bahamas Airways, Litd.), subject to no mortgage, pledge, lien,
conditional sale agreement, encumbrance or charge (other than the
subordination agreement with Bankers Trust Company referred to
above) except for such liens as may be shown on the said balance
sheet as securing specified liabilities (with respect to which no default
exists), advances under purchase contracts, and deposits and other
securities required to be made with governments and others in the
ordinary course of business, and liens for local taxes not yet due or
not believed to be substantial in amount, and except for minor imper-
fections of title and encumbrances, if any, which are not substantial
in nature or amount, do not materially detract from the value of the
properties subject thereto or materially impair their operations, and
have arisen only in the ordinary course of business, and also except
for the fact that substantial amounts of Pan American’s properties
and assets consist of improvements to leased flight equipment and
other property held under lease or license;

(i) That Holding Company is the holder of no Certificates of
Public Convenience and Necessity issued by the Civil Aeronautics
Board, but Pan American is the holder of the Certificates of Publie




8

Convenience and Necessity issued by such Board listed in Fxhibit F
hereto attached.

Tamrp. From the date hereof to the Closing Date determined as
hereinafter provided, Overseas will, except to the extent waived by
Pan American in writing:

(a) Conduct its business only in the ordinary course, it being
understood that conduct of its business in the ordinary course includes
the making of contracts (other than individual employment contracts
unless such contracts are for not more than one year from the date
thereof and normal and incidental to the regular business of Overseas)
which may extend a reasonable time beyond the Closing Date, appro-
priately normal and incidental to its regular business, but such
contracts, except for contracts with labor unions, shall not be made
after the Government Approval Date determined as set forth in
paragraph (f) of Article EicaTH;

(b) Not make any change or increase in its authorized or issued
stock, nor issue any options, warrants or rights to acquire any of its
stock;

(e) Not declare or pay any dividend or make any other distribu-
tion in respeect to its stock, nor redeem, purchase or otherwise acquire
any of its stock;

(d) Maintain at least such insurance in respect to its aireraft,
properties and operations as is normal to the type of business con-
ducted by it, but with the obligation so to do only to the extent such
insurance is reasonably available;

(e) Not make any changes in the compensation of officers and
employees that are not reasonable under all the circumstances nor
enter into or make any bonus or special or contingent compensation
payments to or arrangements with any of its officers or employees nor,
after the Government Approval Date, make any increases in the com-
pensation of officers or other salaried employees;
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(f) Not sell, or lease for a term extending beyond December 31,
1949, any four-engined aircraft now owned or hereafter acquired by
it; provided, however, that for each Boeing Model 377 aircraft placed
in scheduled operations subsequent to the date hereof, Overseas shall
have the right to sell on reasonable terms any one of its Douglas DC-4
aircraft, but only at a price not less than the net book value (deter-
mined on rates of depreciation and residual values now used by Over-
seas) of the aireraft so to be sold;

(g) After the Government Approval Date, not extend or amend
in any substantial particular any of its leases or contracts;

(h) Not permit any of its assets to be or become subject to any
mortgage, pledge, lien, conditional sale agreement, encumbrance or
charge except for such liens as are shown on its above mentioned
September 30, 1948 balance sheet as securing specified liabilities (with
respect to which no default shall exist), advances under purchase
contracts, and deposits and other securities required to be made with
governments and others in the ordinary course of business, and liens
for current local taxes not yet due or not believed to be substantial
in amount, and except for minor imperfections of title and encum-
brances, if any, which are not substantial in nature or amount, do not
materially detract from the value of the assets subject thereto or
materially impair Overseas’ operations, and have arisen only in the
ordinary course of business, and also except for the fact that sub-
stantial amounts of Overseas’ properties and assets consist of
improvements to leased flight equipment and to other property held
under lease or license;

(i) Not make, or contract to make, any substantial purchase of
property or equipment;

(j) Not make any changes of a substantial nature in relation to
the Boeing Model 377 aircraft being manufactured for it, by modifi-
cation of the contract with Boeing Aircraft Company dated April 1,
1946, as amended, or otherwise, in respect of which a waiver, however,
will not be unreasonably withheld;
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(k) Use its best efforts to obtain the consent of Boeing Aircraft
Company to the assignment to Pan American on the Closing Date
of all rights of Overseas under said contract with Boeing Aircraft
Company and with respect to all Boeing Model 377 aircraft theretofore
delivered under such contract.

Fourta. From the date hereof to the Closing Date determined
as hereinafter provided, Pan American will, except to the extent
waived by Overseas in writing:

(a) Not modify or amend in any respect materially adverse to
Overseas its agreement with Holding Company attached as Kxhibit B;

(b) Not authorize any stock having a preference in respect to
dividends or liquidation over any other of its authorized stock;

(e) Not borrow money to finance the purchase for cash of a sub-
stantial part of the stock or assets (other than flight equipment) of
any other firm or corporation;

(d) After acquiring all the assets of Holding Company, not
declare any dividends in respect to its outstanding stock which, taking
into account any dividends declared by Holding Company after the
date hereof, would exceed in the aggregate Twenty-five Cents ($.25)
per share on the then outstanding stock of Pan American;

(e) Prior to acquiring all of the assets of Holding Company, not
issue any stock other than to Holding Company; and after acquiring
all of the assets of Holding Company, not declare any stock dividend,
effect any stock split-up, or otherwise issue any of its stock except
for value, or purchase or otherwise acquire any of its outstanding

stock except for distribution to employees in accordance with past
practice.

Firra.  Subject to obtaining the requisite consent of its stock-
holders, and subject to the terms and conditions of this agreement,
Overseas shall be reorganized in accordance with the following plan:
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(a) Overseas will

1. Sell, assign, convey and deliver to Pan American, on the
Closing Date hereinafter provided, all of its business, property
and assets, real, personal and mixed, tangible and intangible,
including, without limiting the generality thereof, all assets re-
flected on its books of account as of the Closing Date, and
(i) such rights as it may have under any executory contraects,
(ii) its franchises and certificates of public convenience and
necessity, and (iii) its books and records (including all account-
ing records, to which, however, Overseas shall have reasonable
access, but excluding its corporate records), all free and clear
of any mortgage, pledge, lien, conditional sale agreement, en-
cumbrance or charge except for such liens as may be shown on
its above mentioned September 30, 1948 balance sheet as secur-
ing specified liabilities (with respeect to which no default shall
exist), advances under purchase contracts, and deposits and
other securities required to be made with governments or
others in the ordinary course of business, and liens for cur-
rent local taxes not yet due, or not believed to be substantial
in amount, and except for minor imperfections of title and en-
cumbrances, if any, which are not substantial in nature or
amount, do not materially detract from the value of the prop-
erties subject thereto or materially impair Overseas’ opera-
tions, and have arisen only in the ordinary course of business,
and also except for the fact that substantial amounts of Over-
seas’ properties and assets consist of improvements to leased
flight equipment and other property held under lease or license,
but subject nevertheless, as to each such executory con-
tract, franchise and certificate of public convenience and neces-
sity, to Overseas’ obligations thereunder. In the event the
assignment, transfer or conveyance of any franchises, claims
against the United States or other governments or others, or
rights under leases or other executory contracts cannot be
effected without consent of another party or parties or without
violation of law or a breach of contract or conditions, or for
any other reason, Overseas will retain such franchises, claims or
lease-hold or other contract rights, and as trustee for Pan
American hold and realize on the same for the account and
benefit of Pan American and, when any realization is had
thereon, or appropriate consent for the transfer thereof is
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obtained, which consent Pan American and Overseas each agrees
to use its best efforts to obtain, make appropriate transfer
thereof or of the proceeds thereof to Pan American, but in the
event that Pan American shall at any time request the transfer
or assignment of any such franchises, claims or lease-hold or
other contract rights, Overseas shall thereupon execute and
deliver transfers or assignments thereof to Pan American and
Pan American shall indemnify and hold Overseas, its officers
and directors harmless from any liability it or they may incur
or be charged with as a result of the execution and delivery of
such assignment or transfer without appropriate consent. Not-
withstanding any of the foregoing provisions of this subpara-
graph (a)l, it is specifically understood and agreed that the
contract of Overseas with Boeing Aircraft Company, dated
April 1, 1946, as amended, shall be transferred and assigned by
Overseas to Pan American on the Closing Date.

2. On the Closing Date hereinafter provided, Overseas shall
deliver to Pan American at the office of the Corporation Trust
Company in Jersey City, New Jersey, such full covenant and
warranty deeds, bills of sale, endorsements, assignments and
other good and sufficient instruments of transfer and convey-
ance as in the opinion of Pan American’s counsel shall be
effective to vest in Pan American good title to the property,
assets and business of Overseas to be sold and transferred
to Pan American as above provided, except that Pan American
will waive any defect in title arising by reason of, and assume
responsibility for any consequential liability to Overseas and to
itself arising by reason of, a conveyance, transfer or assign-
ment requested by Pan American or made in accordance here-
with but in violation of law or contract and shall hold Overseas,
its officers and directors harmless in respect thereto.

3. From time to time, at Pan American’s request (whether
at or after the Closing Date, and without further considera-
tion) Overseas will execute and deliver such further instru-
ments of conveyance and transfer and take such other action
as Pan American reasonably may require most effectively to
convey and transfer to Pan American any of the property to
be sold hereunder, and will assist Pan American in the redue-
tion to possession of such property; and Pan American from
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and after the Closing Date is authorized in its own name or
in the name of Overseas to take such action as may be appro-
priate in the collection or reduction to possession of any or all
such property.

(b) In consideration of the foregoing, Pan American will, subject
to the terms and conditions of this agreement:

1. Assume the liabilities of Overseas existing on the Clos-
ing Date hereinafter provided, including without limiting the
generality thereof, any obligations of Overseas to perform, or
liability of Overseas for failure of performance, made impos-
sible by the delivery and sale of assets and cessation of oper-
ations herein contemplated on the part of Overseas, as well as
any liabilities of Overseas existing or incurred by reason of
any transfers, assignments, conveyances or sales made in
accordance herewith, and any reasonable expenses in connection
with the dissolution of Overseas, but excluding, however, any
liabilities or obligations which Overseas may have on the Clos-
ing Date by reason of the violation of any of the representa-
tions or covenants made by it in this agreement.

2. Indemnify and hold harmless Overseas, its officers and
directors from and against any and all claims or liability aris-
ing under or by virtue of the obligations which Pan American
has hereinbefore undertaken to assume, and waive any claims
against Overseas, its officers or directors for loss of any claims
or rights on the part of Overseas or Pan American arising by
reason of any transfers, assignments, sales or conveyances
made in accordance herewith.

3. Issue and deliver forthwith to Overseas, at the office of
the Corporation Trust Company in Jersey City, New Jersey,
that number of shares of its common stock which constitutes the
whole number nearest to the number determined by dividing
(a) the net assets of Overseas as of December 31, 1948 or the
amount obtained by multiplying $10.77 by the total number
of shares of Overseas outstanding on December 31, 1948,
whichever is the greater, by (b) the net assets per outstanding
share of common stock of Holding Company as of December
31, 1948, determined by dividing the net assets of Holding
Company consolidated with Pan American as of December
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31, 1948 by the total number of shares of Holding Company
outstanding on December 31, 1948 other than shares of Hold-
ing Company held by Holding Company in its treasury or by
Pan American. The number of shares so issuable to Overseas
as hereinbefore provided shall be computed by Messrs. Lybrand,
Ross Bros. & Montgomery, independent public accountants, or
if they are unable or unwilling to act, by such other firm of
public accountants as shall be agreed by the parties (herein-
after referred to as the ‘“Accountants’) in a report to be ren-
dered to Pan American and to Overseas on May 5, 1949, which
computation shall be conclusive and binding upon the parties.
Such report shall be based on the facts existing or known on
or before March 15, 1949 or, in the case of facts arising from
orders of the Civil Aeronautics Board fixing temporary or
final rates of mail pay (including orders relating to Pan
American-Grace Airways, Ine.), shall be based on the facts
existing or known on or before April 30, 1949. The Accountants
shall make such report on the basis of examinations of the
financial statements of Overseas, Holding Company and Pan
American as well as the companies referred to in clause (ii)
below, and, for the purpose of making the computations
specified in clause (iii) below, reviews of the financial state-
ments of the companies referred to in such clause (iii), but
without any requirement of an audit and without examination
of the books and records of the companies referred to in such
clause (iii) except and to the extent that the Accountants deem
appropriate, as to any major item involved, if Pan American
shall have failed to satisfy the Accountants with respect thereto.
In making such examinations and reviews and performing all
other responsibilities imposed upon them by this agreement,
the Accountants may employ such procedures as they consider
appropriate in the circumstances and may rely to the extent
that they deem appropriate on other independent public aec-
countants (including independent public accountants retained
by the parties, by Holding Company, or by subsidiaries, asso-
ciates and affiliates of Holding Company and Pan American)
and accounting officials of the foregoing.

The Accountants are instructed to make the foregoing com-
putations of net assets in accordance with the following prin-
ciples, the Accountants’ interpretation of which shall be con-
clusive:
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(i) The net assets of Overseas, Holding Company, Pan
American, and the companies referred to in clause (ii) shall
be computed, on uniform bases, in accordance with such ae-
counting principles as the Accountants shall determine to
be proper under the circumstances, giving such consideration
as they deem appropriate to accounting practices relating
to the air transport industry of the United States. Not-
withstanding the foregoing, the accounting principles or
application thereof agreed upon hereinafter in clauses (ii) to
(xi) inclusive shall be deemed to be controlling in respect
to the matters specifically covered by such clauses.

(i1) There shall be included in the net assets of Holding
Company consolidated with Pan American as of December
31, 1948, the proportionate share of Holding Company and
Pan American in the net assets as of December 31, 1948,
giving effect to the principles set forth in clauses (i) and
(iv) to (xi), inclusive, of Pan American-Grace Airways, Inec.,
Aerovias Nacionales de Colombia, Compania Mexicana de
Aviacion, S. A., Panair do Brasil, S. A., and China National
Aviation Corporation, if audited figures for China National
Aviation Corporation as of December 31, 1948 shall be avail-
able, in lieu of the amount at which such investments are
carried on the books of Holding Company and Pan American.

(iii) All other investments of Holding Company and Pan
American in stocks of the companies listed in Exhibit E
(other than Intercontinental Hotels Corporation) and in China
National Aviation Corporation if audited figures for China
National Aviation Corporation as of December 31, 1948 shall
not be available, shall be valued at cost to Holding Company
or Pan American, reduced or increased by any significant
intercompany profit or loss on assets owned on December 31,
1948 to the extent that reserve provision therefor had not
been made, and also reduced by such amount, if any, as may
represent a deficiency in the proportionate share of Holding
Company and Pan American in the net assets of such com-
panies in the aggregate below the total cost of Holding Com-
pany’s and Pan American’s investment therein. In the
computation of the net assets of such companies the Account-
ants shall give effect in respect of all substantial matters
to the accounting principles set forth in clauses (iv), (vii)
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and (x) hereof and, to the extent reasonable and appropriate
in the opinion of the Accountants in view of the type of
operations, the geographical locations, peculiar operating
conditions or other pertinent circumstances applicable to such
companies, to the accounting principles set forth in clauses
(i), (vi) and (viii) hereof. Notwithstanding any other provi-
sion of this agreement, Holding Company’s investment in
stock of Intercontinental Hotels Corporation shall be valued
at cost to Holding Company. If Holding Company’s invest-
ment in China National Aviation Corporation is valued under
this clause (iii), China National Aviation Corporation shall
not be deemed to be a company referred to in clause (ii)
within the meaning of any provision of this agreement.

(iv) Net assets shall be stated in terms of U. S. dollars
but shall reflect such adjustment in conversion of items car-
ried in books of account in foreign currency, items legally
payable in foreign currencies and items situated in foreign
countries as may be reasonable in the light of good account-
ing practice and of all the circumstances.

(v) Accrued compensation receivable for transportation
of United States mail for 1948 and prior years shall be in-
cluded in assets at rates, whether temporary or final, estab-
lished by the latest orders of the Civil Aeronautics Board on
or before April 30, 1949, except that if by said date the Civil
Aeronautics Board shall not have entered orders establishing
final mail rates in respect to Overseas’ certificated routes or
any part thereof, or in respect to the routes certificated to
Pan American extending between New York, Washington and
Boston as co-terminals in the United States via Newfound-
land, Ireland, the Azores, and points beyond in Europe and
Asia as far east as Calcutta, and including, in the case of
flights over such routes destined to or originating in Africa,
that portion of the flight west of the Azores, or, in the case
of flights over such routes destined to or originating in
Africa routed via Lisbon, that portion of the flight west of
Lisbon, estimated final mail pay receivable shall be computed
by the Accountants on an equitable and, to the extent pos-
sible, a comparable basis for appropriate periods through
December 31, 1948 for such routes or such portions thereof

as shall have had only temporary mail rates established by
the Civil Aeronautics Board. )
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(vi) Inventories of materials, parts and supplies included
in current assets and inventories of flight equipment spare
parts included in property and equipment, shall be subject to
the Accountants satisfying themselves as to such inventories,
which shall be stated at cost to the owner thereof on Decem-
ber 31, 1948 (reduced or increased by such amount, if any,
as the Accountants shall find represents a significant inter-
company profit or loss on inventories not consumed prior to
December 31, 1948, to the extent that reserve provision there-
for had not been made), with appropriate reduction for used,
repaired, damaged, imperfect or obsolete items and for exces-
sive stocks, and with appropriate reserves for loss on retire-
ment of flight equipment spare parts at the reasonably
anticipated date of termination of operations of the related
flight equipment.

(vii) Other property and equipment including flight equip-
ment assemblies shall be stated at cost to the owner thereof
on December 31, 1948 (reduced or increased by such amount,
if any, as the Accountants shall find represents a significant
intercompany profit or loss, to the extent that reserve pro-
vision therefor had not been made) less appropriate reserves
for depreciation and obsolescence.

(viii) The same rates, residual values (if any), methods
and policies, shall be employed in computing reserves for
depreciation and obsolescence of like property and equipment
and reserves for overhaul shall be computed on uniform
bases, unless in respect to such reserves for depreciation,
obsolescence and overhaul there be good reason, agreeable to
and approved by the Accountants, for variation. There shall
be deducted from reserves for overhaul the reduction in
income taxes for periods subsequent to December 31, 1948
estimated to be realized upon the expenditure of the amounts
so reserved, such estimate to be based upon tax rates pre-
vailing in 1948 and upon the assumption that the company
concerned will have taxable income in the year in which the
amounts reserved are expended.

(ix) Shares of Holding Company held by Holding Com-
pany in its treasury or by Pan American shall not be con-
sidered an asset.

(x) There shall not be included in assets the following:
(a) deferred income taxes (other than as provided in clause
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(viii)), (b) route development expenses, (c¢) values attrib-
utable to certificates of public convenience and necessity or to
goodwill, (d) going concern value and (e) values attributable
to contracts, leases, licenses, franchises, concessions, patents,
trade names, or trade marks, but this shall not preclude the
inclusion in assets of costs of acquisition of items set forth
in this sub-clause (e) to the extent that such inclusion is
recognized by the accounting principles referred to in clause
(i) hereof.

(xi) Accruals for federal and foreign income taxes will
include provision for taxes on such United States mail pay
as has been taken into account in determining assets under
the provisions of clause (v), on the assumption that such
mail pay is includible in taxable income of the year in which
the mail was transported.

4. The number of shares of stock of Pan American so to
be issued in accordance with the foregoing paragraph 3. shall
be adjusted by (1) increasing the number of such shares by an
amount equal to the whole number nearest to the quotient
obtained by dividing the product of (i) the dividends per share
declared by Holding Company (or by Pan American after it
has acquired all of the assets of Holding Company) after
December 31, 1948 and up to and including the Closing Date and
(i) the number of shares of Pan American stock otherwise
issuable to Overseas hereunder, by the net assets per outstanding
share of common stock of Holding Company consolidated with
Pan American as of December 31, 1948, determined as otherwise
provided in this agreement; and (2) increasing or decreasing the
number of such shares by giving effect to the issuance, or agree-
ment for issuance (other than to Overseas) of shares of com-
mon stock by Holding Company or, after Holding Company
shall have sold all its assets to Pan American, by Pan American
between the date hereof and the Closing Date, through reflect-
ing pro forma, as of December 31, 1948, the stock so issued or
agreed to be issued on the one hand and the net assets received
or to be received on the other hand, as though the transaction
had then taken place and were reflected in the consolidated posi-
tion computed by the Accountants, provided, however, that
neither the shares of stock of Pan American or Holding Com-
pany so agreed to be issued nor the net assets receivable there-
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against shall be so reflected if the agreement so to issue such
shares requires the approval of the Civil Aeronautics Board,
or of the Civil Aeronautics Board and the President if his
approval be required by law, and the Civil Aeronautics Board
or the Civil Aeronautiecs Board and the President, as the case
may be, shall not have evidenced their approval in an order
which shall have become final by a date thirty days after the
Government Approval Date as hereinafter determined. The
Accountants shall determine, with conclusive effect on the par-
ties, the amount of any adjustments to be made as herein pro-
vided, and in so doing shall estimate, on the basis of the best
data obtainable, net assets received or receivable by Holding
Company or Pan American to the extent that exact data are
not available.

5. Take over as employees thereof, on the Closing Date
hereinafter provided, all employees of Overseas (including
officers thereof now devoting all their time to the affairs of
Overseas) at the rate of compensation then being paid by Pan
American for comparable work, and will endeavor to provide
continued employment for them with Pan American or one of
its subsidiaries or affiliates suitable in the light of their respec-
tive qualifications and experience and, for purposes of the Pan
American Cooperative Retirement Income Plan, and subject to
approval of the Treasury Department under Section 165 of the
Internal Revenue Code and to any necessary approval of Pan
American’s insurance carriers, will, in connection with deter-
mination of compliance with requirements as to waiting period,
and as to length of service for the purpose of vesting of bene-
fits, under the Pan American Plan, give full recognition to the
period of service by such employees with Overseas and, if such
employees transferred to the service of Overseas from Ameri-
can Airlines, Inc. or American Export Lines, Inec., of service
with sueh companies.

6. It is recognized that a large proportion of the work of
Overseas done within the United States is accomplished by con-
tract for the performance of such work by employees of
American Airlines, Ine. This has come about through the
integration of the services of both companies at La Guardia
Airport and has resulted during the year past in the transfer
of a substantial number of Overseas employees to the payroll
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of American Airlines, Inc. Pan American agrees to work with
Overseas and American Airlines, Ine. toward a program which
will aim to provide continued employment for the maximum
number of such personnel employed at New York on the Clos-
ing Date. In the case of any such employees who become em-
ployees of Pan American, Pan American will, as regards its
Cooperative Retirement Income Plan, and on the same condi-
tions as are set forth with respect to direct employees of Over-
seas in paragraph 5 above, give recognition, for the purposes
in said paragraph 5 set forth, to periods of service with Ameri-
can Airlines, Inc., Overseas, and American Export Lines, Ine.

SixteE. Pan American agrees to use reasonable efforts to secure
for itself or for Holding Company within sixty (60) days of the
date hereof a firm undertaking, on satisfactory terms, contingent upon
the acquisition by Pan American of substantially all of the assets of
Overseas, for a credit up to the amount of Ten Million Dollars
($10,000,000) in addition to all sums borrowed or which may be
borrowed under Holding Company’s Credit Agreement dated October
2, 1946. Overseas agrees to use reasonable efforts under all the
circumstances and to the extent desired by Pan American to induce
the lenders under its Credit Agreement dated June 20, 1947 to
participate in such undertaking. Within the said sixty (60) day
period Pan American shall notify Overseas in writing whether or not
such undertaking has been secured. In the event Pan American shall
notify Overseas that such undertaking has not been secured and can
not be secured, then Overseas and Pan American shall each have
the right to terminate this agreement by notice to the other in writing
given within fifteen (15) days of the expiration of the said sixty (60)
day period. It is agreed that if the interest rate and standby charges
called for by an available firm undertaking are reasonable, and
amortization provisions called for by such available undertaking are
reasonable in relation to the probable useful life of the Boeing Model
377 aircraft which Overseas has contracted to purchase as referred
to in paragraph (g) of Article First, such interest rate, standby
charges and amortization provisions shall not be considered as factors
rendering unsatisfactory an undertaking otherwise available and
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satisfactory. When and if such a firm undertaking for a credit up to
the amount of Ten Million Dollars ($10,000,000) is obtained, Pan
American will not permit any modification or amendment adverse to
Pan American or Holding Company, of such undertaking or any
collateral undertakings with respect to borrowed monies in the amount
of up to Forty Million Dollars ($40,000,000), to be made between the
date of the obtaining of such firm undertaking and the Closing Date
hereunder, and Pan American will use its best efforts not to permit
an event of default to occur as to either such firm undertaking or any
credit agreement or any bank loans outstanding of Pan American or
Holding Company.

SeventH. The parties hereto agree that between now and the
Closing Date:

(a) Each party shall make its books and records and, to the
extent of its ability so to do or to cause to be done, those of its sub-
sidiaries, associates or affiliates (other than American Airlines, Ine.)
available to the Accountants and will cooperate in order to enable
such Accountants to discharge effectively the responsibilities imposed
upon them hereunder;

(b) Each party will make available to the other such pertinent
facts and information, and will consult with each other, to the end
of avoiding, so far as practicable, expenditures or commitments which
would be inappropriate in the light of the general purposes of this
agreement and in such manner as is appropriate to enable the trans-
actions herein set forth to be accomplished in the most expeditious
and efficient manner operationally and in the most orderly manner
possible so far as relations of either party with their personnel,
contractees and selling and shipping public are concerned;

(e) Overseas will call a meeting of its stockholders, to be held
within forty-five (45) days after the Government Approval Date
determined as hereinafter provided for the purpose of authorizing the
contemplated sale to Pan American of all its assets and its dissolu-
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tion, and will use its best efforts to obtain the necessary favorable
votes of stockholders at such meeting;

(d) Each party will use its best efforts to obtain approval of the
transactions herein contemplated by the Civil Aeronautics Board and
the President to the extent required by law so that the Government
Approval Date (as hereinafter defined) shall occur within the period
provided in Article KLEVENTH;

(e) On or before the Closing Date, Overseas will cause all con-
tracts between Overseas and American Airlines, Inc. to bhe canceled,
without penalty to Overseas, unless such cancelation shall have been
waived by agreement of the parties hereto to permit more efficient
operations for a limited transitional period;

(f) Pan American will use its best efforts to cause all of the out-
standing shares of stock of Pan American on the Closing Date to be
listed on the New York Stock IExchange and registered with the
Securities and Exchange Commission under the Securities Exchange
Act of 1934, as amended, and to cause the number of authorized but
unissued shares thereof proposed to be issued to Overseas hereunder
to be listed on the New York Stock Exchange, upon notice of issu-
ance, and likewise appropriately registered with the Securities and
Exchange Commission under the Securities Exchange Act of 1934,
as amended.

In the event that the sale of assets contemplated hereunder is not
consummated, the fee and expenses of the Accountants for work done
pursuant hereto shall be paid in equal proportions by Pan American
and Overseas.

Eicara. The obligations and undertakings of Overseas on its part
to be performed at or after the Closing Date hereinafter provided
shall be subject to the accuracy of, and compliance with, the repre-
sentations and covenants of Pan American herein contained and of
Holding Company in Exhibit B contained and to the following addi-
tional express conditions precedent:

(a) That the Accountants shall have delivered to Overseas a
letter stating that, on the basis of reviews (but not audits) of appro-
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priate books and records and collateral investigations, (i) the number
of outstanding shares of stock of Pan American on the Closing Date
is the same as that of Holding Company on the date hereof, except
for such shares of common stock as may have been issued between
the date hereof and the Closing Date and reflected in the adjustments
to be made under paragraph (b) 4.(2) of Article Firra hereof as of
December 31, 1948, and (ii) on the same basis of accounting the finan-
cial condition of Pan American on the latest practicable date prior to
the Closing Date (not taking into account contingent liabilities arising
out of its acquisition of the assets of Overseas hereunder) reflects no
materially adverse change from the financial condition of Holding
Company and Pan American consolidated as of September 30, 1948,
as shown on Exhibit D, after allowing for (1) the repayment of any
debt existing on September 30, 1948 or thereafter created for the
purposes hereinafter stated, (2) costs and expenses in connection
with the transactions contemplated by this agreement, (3) changes
resulting from any transaction reflected in the adjustments to be
made under paragraph (b) 4. (2) of Article Frrra, and (4) changes
or losses occurring in the ordinary course of the businesses of Pan
American and of Holding Company (the reduction of current assets
by the purchase of equipment and spare parts contemplated by con-
tracts existing on September 30, 1948 or the purchase of such addi-
tional spare parts as are reasonably required in connection with their
operations, and the creation of additional debt or incurring of extra-
ordinary expenses in connection therewith, being considered changes
in the ordinary course of business);

(b) That the President or a Vice President and the Comptroller
or the Treasurer of Pan American shall have signed and delivered to
the Accountants such certificates or information as the Accountants
may reasonably request in carrying out their duties hereunder (in-
cluding investigation of the representations and covenants of Pan
American) and shall also have signed and delivered to Overseas a
certificate, dated as of the Closing Date, stating (i) that there are no
contingent liabilities involving Pan American, or, to the best of their
knowledge and belief, any of the companies referred to in clause (ii)
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of paragraph (b) 3 of Article Firra (other than contingent liabilities
of the character and extent referred to in paragraph (g) of Article
Seconp, and any contingent liabilities which Pan American may have
as the result of any transaction reflected in the adjustments to be
made under paragraph (b) 4. (2) of Article FirrH, and those arising
out of its acquisition of the assets of Overseas hereunder) which, in
their judgment, will result in any ultimate liability having a material
adverse effect on the financial condition of Pan American, (ii) that no
event of default has occurred or is existing in respect to any credit
agreements or bank loans then outstanding of Pan American, (iii)
that, on the same basis of accounting, the financial condition of Pan
American on the Closing Date (not taking into account contingent
liabilities arising out of its acquisition of the assets of Overseas
hereunder) reflects no materially adverse change from the financial
condition of Holding Company and Pan American consolidated as of
September 30, 1948, as shown on Exhibit D, after allowing for (1) the
repayment of any debt existing on September 30, 1948 or thereafter
created for the purposes hereinafter stated, (2) costs and expenses
in connection with the transactions contemplated by this agreement,
(3) changes resulting from any transaction reflected in the adjust-
ments to be made under paragraph (b) 4. (2) of Article Frrra, and
(4) changes or losses occurring in the ordinary course of the busi-
nesses of Pan American and of Holding Company (the reduction of
current assets by the purchase of equipment and spare parts con-
templated by contracts existing on September 30, 1948 or the pur-
chase of such additional spare parts as are reasonably required in
connection with their operations and the creation of additional debt
or incurring of extraordinary expenses in connection therewith, being
considered changes in the ordinary course of business);

(¢) That Pan American shall have acquired all of the assets of
Holding Company and in consideration therefor shall have assumed
all its liabilities of any kind or nature, fixed or contingent, and its
expenses of dissolution, and issued therefor shares of its common
stock in number equal to the number of shares of stock of Holding
Company outstanding on the date of such acquisition;
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(d) That the dissolution of Holding Company shall have been
authorized by the holders of at least sixty-six and two-thirds per cent
(66245%) of its shares of stock outstanding, and the shares of Pan
American received by Holding Company for its assets shall have been
distributed or made available to the stockholders of Holding Company;

(e) That all of the outstanding shares of stock of Pan American
shall have been listed on the New York Stock Exchange and registered
with the Securities and Exchange Commission under the Securities
Exchange Act of 1934, as amended, and that the number of authorized
but unissued shares thereof proposed to be issued to Overseas here-
under shall have been listed on the New York Stock Exchange, upon
notice of issuance, and likewise appropriately registered with the
Securities and Exchange Commission under the Securities Ixchange
Act of 1934, as amended;

(f) That an order of the Civil Aeronautics Board (with the
approval of the President to the extent required by law) shall have
been issued and, at the Closing Date, be effective, approving, to the
extent such transactions require such approval, all of the transactions
contemplated by this agreement (including the transactions contem-
plated by Exhibits B and C) without any conditions substantially and
adversely affecting Overseas, or, so far as Exhibit C is concerned,
substantially and adversely affecting American Airlines, Inc. This
condition precedent shall enure to the benefit of Overseas, or American
Airlines, Ine., as the case may be, only if Overseas or American
Airlines, Inc., as the case may be, shall notify Pan American in writ-
ing not later than fifteen (15) days after any such order has been
issued and become effective, whichever is later, that in its opinion
the conditions set forth in such order are of the character desecribed
in the preceding sentence. The term ‘‘Government Approval Date”’’
as used in this agreement shall mean the next regular business day
following the later of the last day on which Overseas or American
Airlines, Inec. shall have the right to give a notice under this paragraph
(f) or the last day on which Pan American or Holding Company
shall have the right to give a notice under paragraph (e) of Article
Ninte hereof, without any such notice having been given;
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(g) That no injunction issued by any court of competent juris-
diction restraining the consummation of the transactions herein
contemplated shall be in effect on or after a date eighty-five (85) days
after the Government Approval Date;

(h) That the firm undertaking contemplated in Article SixTa
hereof, if theretofore made, shall not have been amended or modified
adversely to Holding Company or Pan American nor any event of
default exist with respect thereto or with respect to any credit agree-
ments or bank loans of Holding Company or Pan American outstand-
ing on the Closing Date;

(i) That there shall have been furnished to Overseas the opinion
of Messrs. Cleary, Gottlieb, Friendly & Cox, counsel for Pan
American, dated as of the Closing Date, to the effect that:

1. Pan American has been duly incorporated and is, at the
Closing Date, validly existing as a corporation in good standing
under the laws of the State of New York;

2. The sale of all of the assets, and the dissolution, of Hold-
ing Company as contemplated herein have been duly authorized
by its stockholders, and the shares of stock of Pan American
received by Holding Company for its assets have been distrib-
uted or made available to the stockholders of Holding Com-
pany;

3. The shares of stock of Pan American being issued to
Overseas on the Closing Date are duly and validly authorized,
issued and delivered, are full paid and non-assessable, and are
listed on the New York Stock Exchange on notice of issuance

and registered under the Securities Exchange Act of 1934, as
amended ;

4. The shares of stock of Pan American being issued and
delivered to Overseas on the Closing Date are registered under
the Securities Act of 1933, as amended, or are not required to
be so registered when issued under the circumstances contem-
plated by this agreement; :

5. This agreement and Exhibits B and C have been duly
and validly authorized, executed and delivered by Pan American
and constitute valid agreements binding upon and enforceable
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against Pan American in accordance with their terms; and
Exhibit B has been duly and validly authorized, executed and
delivered by Holding Company and constitutes a valid agree-
ment binding upon and enforceable against Holding Company
in accordance with its terms;

6. The sale of assets and dissolution of Holding Company
as contemplated herein will not, taken together, result in gain
or loss recognizable for tax purposes under the Internal Rev-
enue Code of the United States.

(j) That there shall have been furnished to Overseas the opinion
of Messrs. Debevoise, Plimpton & MecLean, counsel for Overseas,
dated as of the Closing Date, to the effects stated in clauses 2 and 4
of paragraph (h) of Article Ninta hereof and that, in addition, all
legal matters in connection with the consummation of the transactions
contemplated by this agreement shall be satisfactory in all respects
to Messrs. Debevoise, Plimpton & MecLean, and Pan American shall
have furnished to Messrs. Debevoise, Plimpton & McLean such docu-
ments as they may reasonably request to enable them to pass upon
the matters referred to.

(k) That the events desecribed in paragraph (d) of Article NinTH
shall have transpired.

Any and all of the foregoing conditions may be waived, in whole
or in part, by Overseas, with or without the consent of Pan American.

Ninta. The obligations and undertakings of Pan American on its
part to be performed at or after the Closing Date hereinafter pro-
vided shall be subject to the accuracy of, and compliance with, the
representations and covenants of Overseas herein contained, and to
compliance by American Airlines, Inc. with the provisions of Exhibit
C to be performed by it on or prior to the Closing Date, and to the
following additional express conditions precedent:

(a) That the Accountants shall have delivered to Pan American
a letter stating that, on the basis of reviews (but not audits) of appro-
priate books and records of Overseas and collateral investigations,
(i) the number of outstanding shares of stock of Overseas on the
Closing Date is the same as on the date hereof, and the number of
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shares of Overseas owned by American Airlines, Inc. on the Closing
Date is no less than on the date hereof, and (ii) on the same basis of
accounting, the financial condition of Overseas on the latest prac-
ticable date prior to the Closing Date (not taking into account con-
tingent liabilities arising out of the sale of its assets hereunder)
reflects no materially adverse change from the financial condition of
Overseas as of September 30, 1948 as shown on Exhibit A after allow-
ing for (1) the repayment of any debt existing on September 30,
1948 or thereafter created for the purposes hereinafter stated, and
(2) changes or losses occurring in the ordinary course of the business
of Overseas (the reduction of current assets by the purchase of equip-
ment and spare parts contemplated by contracts existing on Septem-
ber 30, 1948 or the purchase of such additional spare parts as are
reasonably required in connection with its operations, and the creation
of additional debt or incurring of extraordinary expenses in con-
nection therewith, being considered changes in the ordinary course of
business) ;

(b) That the President or a Vice President and the Comptroller
or the Treasurer of Overseas shall have signed and delivered to the
Accountants such certificates or information as the Accountants may
reasonably request in carrying out their duties hereunder (including
investigation of the representations and covenants of Overseas) and
shall also have signed and delivered to Pan American a certificate,
dated as of the Closing Date, stating (i) that Overseas has no con-
tingent liabilities (other than those arising out of the sale of its
assets hereunder) which, in their judgment, will involve any material
ultimate liability, and (ii) that, on the same basis of accounting, the
financial condition of Overseas on the Closing Date, not taking into
account contingent liabilities arising out of the sale of assets by
Overseas hereunder, reflects no materially adverse change from the
financial condition of Overseas as of September 30, 1948 as shown on
Exhibit A after allowing for (1) the repayment of any debt existing
on September 30, 1948 or thereafter created for the purposes herein-
after stated, and (2) changes or losses occurring in the ordinary
course of the business of Overseas (the reduction of current assets
by the purchase of equipment and spare parts contemplated by con-
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tracts existing on September 30, 1948 or the purchase of such addi-
tional spare parts as are reasonably required in connection with its
operations, and the creation of additional debt, or incurring of
extraordinary expenses in connection therewith, being considered
changes in the ordinary course of business);

(¢) That the events desecribed in paragraphs (c), (d) and (e) of
Article ErguTa shall have transpired;

(d) That the sale of all of the assets of Overseas and its dissolu-

tion as contemplated herein have been duly authorized by its stock-
holders;

(e) That an order of the Civil Aeronautics Board (with the
approval of the President to the extent required by law) shall have
been issued and, at the Closing Date, be effective, approving, to the
extent such transactions require such approval, all of the transactions
contemplated by this agreement (including the transactions contem-
plated by Exhibits B and C) without any conditions substantially and
adversely affecting Pan American or, so far as Exhibit B is concerned,
substantially and adversely affecting Holding Company. This condi-
tion precedent shall enure to the benefit of Pan American or Holding
Company, as the case may be, only if Pan American or Holding Com-
pany, as the case may be, shall notify Overseas in writing not later
than fifteen (15) days after any such order has been issued and
become effective, whichever is later, that in its opinion the conditions
set forth in such order are of the character described in the preceding
sentence;

(f) That no injunction issued by any court of competent jurisdic-
tion restraining the consummation of the transactions herein con-
templated shall be in effect on or after a date eighty-five (85) days
after the Government Approval Date;

(g) That the Certificate of Public Convenience and Necessity
referred to in paragraph (h) of Article First shall be valid and out-
standing and shall not have been amended in any respect which
materially impairs the rights and privileges enjoyed by Overseas
thereunder at the date of this agreement;
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(h) That there shall have been furnished to Pan American the
opinion of Messrs. Debevoise, Plimpton & McLean, dated as of the
Closing Date, to the effect that:

1. Overseas has been duly incorporated and is, at the
Closing Date, validly existing as a corporation in good stand-
ing under the laws of the State of Delaware;

2. The sale of all of the assets, and the dissolution, of
Overseas as contemplated herein has been duly authorized
by its stockholders;

3. This agreement has been duly and validly authorized,
executed and delivered by Overseas and constitutes a valid
agreement binding upon and enforceable against Overseas in
accordance with its terms; and Exhibit C has been duly and
validly authorized, executed and delivered by American Air-
lines, Inc. and constitutes a valid agreement binding upon and
enforceable against American Airlines, Inc. in accordance with
its terms;

4. The sale of assets and dissolution of Overseas as con-
templated herein, with concurrent creation by American Air-
lines, Inc. of a voting trust as contemplated by Exhibit C, will
not, taken together, result in gain or loss recognizable for tax
purposes under the Internal Revenue Code of the United States.

(i) That there shall have been furnished to Pan American the
opinion of Messrs. Cleary, Gottlieb, Friendly & Cox, dated as of the
Closing Date, to the effects stated in clauses 2, 4 and 6 of paragraph
(i) of Article EicaTa hereof and to the effect stated in clause 4. of
paragraph (h) of this Article NinTH, and that, in addition, all legal
matters in connection with this agreement and Exhibit C shall be
satisfactory in all respects to Messrs. Cleary, Gottlieb, Friendly &
Cox, and Overseas shall have furnished to Messrs. Cleary, Gottlieb,
Friendly & Cox such documents as they may reasonably request to
enable them to pass upon the legal matters referred to.

Any and all of the foregoing conditions may be waived, in whole
or in part, by Pan American, with or without the consent of Overseas.

Texta. Subject to the terms and conditions of this agreement,
and except to the extent waived by Pan American, Overseas agrees
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that on the Closing Date or as soon as possible thereafter it will
distribute to its stockholders substantially all the stock of Pan Ameri-
can to be received by it hereunder, and will thereafter complete its
dissolution as promptly as reasonably possible.

Ereventa. Notwithstanding any other provision of this agree-
ment it is expressly understood that either party may terminate this
agreement, by written notice given to the other party at any time
after six months from the date hereof if the Government Approval
Date shall not have occurred on or before six (6) months from the
date hereof unless, prior to the time of the giving of such termination
notice, the other party, either before or after six (6) months from
the date hereof, shall, by written notice to the other, have extended
such six (6) months’ period for an additional three (3) months, in
which event either party, by written notice given to the other party
at any time after nine (9) months from the date hereof, may terminate
this agreement if the Government Approval Date shall not have
occurred on or before nine (9) months from the date hereof.

TwrLrra. The ‘“Closing Date’’, as such term is used anywhere
in this agreement, shall be such date as may be agreed upon by
Overseas and Pan American in writing or, failing such agreement,
on the ninetieth day after the Government Approval Date (or if such
day shall be a Saturday, Sunday or holiday, on the first business day
thereafter).

TairreeNTH. The representations and covenants of each of the
parties hereto shall be in no way affected by any investigation of the
other party and shall survive the Closing Date hereinabove provided
for.

FourteenTH. Any written notice provided for herein from either
party to the other shall

(a) If to Pan American, be delivered personally to its Vice Presi-
dent and General Counsel, or sent to it by registered mail, postage
prepaid, addressed to it at its address hereinahove set forth, marked
‘¢ Attention Vice President and General Counsel’’, or delivered per-
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sonally to such other officer, or addressed in such other manner, as
may be requested by Pan American in any notice given to Overseas in
the manner in this Article FourteenTH provided; and

(b) If to Overseas, be delivered personally to its President or its
Vice President and (feneral Manager, or sent to it by registered mail,
postage prepaid, addressed to it at its address hereinabove set forth,
marked ‘‘Attention President or Viece President and General Mana-
ger”’, or delivered personally to such other officer, or addressed in
such other manner, as may be requested by Overseas in any notice
given to Pan American in the manner in this Article FourTEENTH
provided.

Any notice given as herein provided shall be deemed to have been
given at the time personally delivered, if personally delivered, or
at the time received, if sent by mail.

In Wiryess WaEREOF, the parties hereto have caused this agree-
ment to be executed by their respective officers thereunto duly author-
ized, and their respective corporate seals to be hereunto affixed, the
day and year first above written.

Pax AmEericAN Amwavs, Inc.
by (8) Juax T. TrirrE
President
Attest:

(s) H. PresTon Morris
Secretary

(CORPORATE SEAL)
AwmzricAN OvVERSEAS AIRLINES, INC.

by (s) C. R. Swmrrm
President

Attest:

(s) GranT TITSWORTH
Ass’t Sec’y

(CORPORATE SEAL)
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EXHIBITS
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EXHIBIT A

AMERICAN OVERSEAS AIRLINES, INC. AND AMERICAN
OVERSEAS AIRLINES, LTD.

CONSOLIDATED BALANCE SHEET
AS AT SEPTEMBER 30, 1948

ASSESHE IS
CURRENT ASSETS: Sept. 30, 1948
Cash in banks and on hand. .........iintt et e e $ 3,413,901
U. S. Government SeCUrities. . . .o vt vt e et et eeeens SRR ST $ 4,000,000
Accounts Receivable:
U. S. Government
O TGS ETV TGOS, 20 50, et omeitore ro TSty o Pttt hos eSS A et B e el B e o s 2 et $ 1,315,305
JLESS T IECSOTVE cainremioistss s iolie i oA S EEaI oS, = (o 5 8 2 el oA e A il e G R e 103,495
$ 1,211,810
Dransportationiof WLNSE VAL, 0w v e o ks otk tare 6 el sk ) 2 e o s 432,838
I'ransportation off Fereign Maile s s s s s e s s s o es o s 2w 203,368
. S, Government—ait traveliet. ou .ol 2 i ke s e sls relinin S5 s s oae e ool 887,049
Traffic and express balances. . ........outiiii ittt 1,097,060
Ot Her Trad e BECOMES x5 ¢ 5 5w o 1w o5 S 518 i ohm 5 5 1603 J5 1 & 51 S5t 5 ot s o om0 1 s 1 & UGS vt s 376,888
$ 2,360,997
ILESE Y HESEIVE. fres w som e ovasmomtins o ilopsris s sl g 1505 18 B o ) Brovis om0 w0 i1 i g 149,282
$ 2.211,715
IDIB(E 15 7610 (LR OHEEDG 00000 5015 0105 055 018 &6 50 21 ¢y a2 50,5010 QS B 0 5 518 70,203
Niet: Accomtits RECervalilen, i e s e s s sls) ey aisraissslialis e sia shalsis os $ 4,129,934
Inventories—parts and SUDDIESs o e imismms i s o ame s o5 s o s i 2 s BeHEL o 476,484
OEHET (CUITEIT BSSETS 5 et tatsworeie et smserisceisne SR A e Srsaf oy o1 o355 s e epeto o e 276,282
Tootal AU TEE ASSEES s e i e o Do iois 6 sssoie e oijms) shevaile juress s 0 wEiER o8 $12,296,601
INVESTMENTS AND SPECIAL FUNDS:
B oipmente puT Gl S e Ko T C e S e e e e e L $ 2,774,222
I RIET w1 1 s 0 40 0 et S LS 1 s 6 3 T T s m i e v s v Deveisssns 65,507
Tiotal Investments & Special BURAS. .« o aim w5 aa s oinio s o oo s mis ais $ 2,839,729
FEIGHT EOUIPMENT. AT COBT S i o i s 4 st s 5552655 2 81 8 %1588 515 w535 50s 41 2eel et i 115 6 5 oyt $12,255,827
T.esss: reserve for depreciation s « v sem smsinmmsm e s e is o s v s 006 30 6 10808 805850 5 8 968 \ 3,718,095
Blicht BEquipment=—INet & fei e o o ratein) diesstsohe ki asascats latnotel $ 8,537,732
BuirpiNGS AND ORHER F QUIPMENT, AT COS 0w s ainsorsioti o o1 wrs oo slo e o 5 ke sl 8 $ 1,622,367
I eSS N TESErve TOr A ePTECIAtIONIS 5. ol iress iortia oiabenatsassls il oeaiet sie e lops 8 hiife vl Sece e ousha e 520,182
Buildings & Other Equipment—Net. .0l oo ae st oo, $ 1,102,185
UNAMORTIZED EXTENSION & DEVELOPMENT COSTS. .ot vvvvetnnennneenneannnnns $ 726,744
DEFERRED CHARGES :
IPEERAIt L COPIOSEN. o v s w5 s 6o o 6 5.8 ML RIE 4 P n $19€ w8 % o8 B e e e 9 e 4 g $ 203,075
O e R e e rT e d AT €5 ke a s ote a2 ikl ahes ol 513 sh el e ks a8 e ol msbens e e i et 230,740
MotaliDeferted® @hataes. . o SRR et et S hle s i FVIER $ 433,815
$25,936,806

The notes set forth at the end of Exhibit A are an integral part of the above statement
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AMERICAN OVERSEAS AIRLINES, INC. AND AMERICAN
OVERSEAS AIRLINES, LTD.

CONSOLIDATED BALANCE SHEET
AS AT SEPTEMBER 30, 1948

LIABILITIES, CAPITAL STOCK AND SURPLUS

CURRENT LIABILITIES: Sept. 30, 1948
Motes: payable—Daflts . .o oo vmssasmins phama ot s e s s s sis s w0 5 01 Sria s $ 150,000
LUCEOUIEE PRTEINE o siin o smoows o1a % 86 50 bud BB vio 3y 5§ aevn 5% Ere B AR S S s 351,173
el DRIEnEes PO, o o o e 5w 2imse o i00p iy 0 S s AR B R S VR e 427,181
Accounts payable—American Airlines, Inc. .............. ... i, 773,321
Auerusd salaries A WEEES. . o ou rowmaaien s e o ws wi v bvies v ey w8 e s 6 80,064
Other acCried taXES. ¢ v v vt ettt ettt et te e e et e e e e e 38,309
SNCOTHEA: TIEETOEE: 1« e s i 5182 8.5 51 5.8, 50k 08 5 00 ST 1 08 s 5t 2 ottt e 34,567
O er acenied oD e s o e e s e St e o e 1,213,209

Total Current LAabilitIes. « c o oo v e o s nesis e e sims s ma s s e s 666 665 o $ 3,067,824

UNEARNED TRANSPORTATION REVENUE. ... ...utiiriiiiiiiieeeninnnnnenen.ns $ 1,147,699

OTHER DEFERRED CREDITS . « .« ¢\ttt tee it e e i e et e teeie s eeaneaneenen, $ 308,807

RESERVE FOR ATRCRAFT OVEREIAUL . + n s o st el 6 6l sl e e15 o) s el iaha e o fotonss o) st ek o $ 407,738

RESERVE FOR AIRCRAFT ENGINE OVERHAUL. . .\t vtvin e eeiaeeeiiee e S 02715527

LioNG TERM DEBT—BANKS: = i s s6m @i s s s 6w e e o £ Shs o samis s i $ 3,000,000
Less: installments due within one year included in current liabilities above. ... . .. 150,000

$ 2,850,000

SuBORDINATED NOTES DUE OCTOBER 30, 1O, < s ¢ oisie o550 5% akrimist o timo i s lokoke alse $ 2,000,000

CAPITAL STOCK:

Capital 1,749,825 shates at $1 par Value: oo as vitsams o e s 0 s st $ 1,749,825
SURPLUS :

Paidity BEIS « sommnminineen s msnd wie B s § 3w § st kit DRpi ¥ e $14,881,855
Earned surplus (deficit)

Balancelat Januamy 1 e o e ok e $ 1,491,401

Kk profit Tor PErIoth cu.s s menemarsams ex wnmess babs v e ak s e s uies 742,932

Total Earned Surplus, ((Zefioil) s i e s oios) st iaots srste ot b $ 748,469

Total SUTPUIS o cnv e vvme s wns wnis's be sms v on i omes st il $14,133,386

$25,936,806

The notes set forth at the end of Exhibit A are an integral part of the above statement
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AMERICAN OVERSEAS AIRLINES, INC. AND AMERICAN
OVERSEAS AIRLINES, LTD.

STATEMENT OF CONSOLIDATED PROFIT AND LOSS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1948

OPERATING REVENUES:
R S ST OO T oyt v o0 T it e S o ook et bl sl e vt s S e B T W e
VBT, S8, i i ko i 56 0055 0 G115 008 B8 0 5 8 A0 805 0%t &
A1) = B0V ALy o s 3 ey £ 60 o 8 2 e B U A B e B e
13573 SFTESAS) 20 00 (55 o0 ey bl o ol o ) 0 o 08 1015 b 2 e it o
B CESS DABIALE! ssre s e w5 = 505 555 s % 05 15 515 & 55 5 S 123085 06 56018 3 06 5o 08 0 S s
B e T L e e e e E e e e
(e B LTRE L TR EAIE N e o o 5 o e L e ot S i e b e

OPERATING EXPENSES:
Hlying ODETATIONS: o acis & 5088 et 15 6150315 SL008 §5357 515450551 EA60 IR 3551515 3 588 310 3 1515 8 1 &
Flight equipment maintenance—direct ...............ooiiiiiniieian....
Depreciation=—flight eqUIPINENH <o s s sl ssis oo o sos s sk s S A Seas

ot ey o o T R B e e R e

(B O T O P T OIS e el
Ground. and inditect MATNTENANCE : i vwimime = 5 5 55 s 85 R0 5 5 505 588 e o 2 sl 65 91
PASSENTET SETVACE: a5 evsiahe o o (508 oo smsiesli) i el oSkl 3t eam e ol i 15 51 w7 gt aiE
T = T O o T D
Advertising and POBHCIEY ¢+« ss e i w58 58506016 160 s 50 16,8l 5 A5 25 54551 5
Provision for adjustments on Govt. contract. ............oooiiiiiiia..
General and AdmANISTTATIVE . « o uv e o sim s ahe o s isinie o sais i's se bis e s s v s ot
Dépreciation—ground property and equipment. . ..cc.vavaencotenisoseseonnn.

BT © 50 (5 0 555 20 (T8 3 A 5 A o e i e o S e G B
Total Operating EXDPENSES. « i = sow s ews nuriios s s s sams s s me

Netioperatin gt ineormel (LoSS )k ee o e - o =l oaln st Shet A i) el a o 1P el Som ol £

Income deductions (net)
Extension and develOpent COSES: - s« weisis s sie o5 51508 516008 o sis s} 56315518k » o whokvt s o1m m o
TETTS 1A (o0 g ST ELEE) S N b e e 5 o0 s B0 S = i A ) Bt 8 0 e et
Other dedUctionS .« s s vovsi e s o s @ e wrvye s o se me g o vl s sisate sl s sles
TR TTYCOTIIGT (2ot throme o 055051, 5058t W 0 S0

Total Income Deductions (NEL). .« it cinsimesios Phoxs st s B S LB

NET INcOME BEFORE FEDERAL INCOME TAXES. ...iiiiineinneenronnnnnenanans
Provisionifor Federal FNCOME TaMes . v e ieios o ssm s % (it a6 6 s o5 5he o s)is 6talas

NET PROFIT TRANSFERRED TO SURPLUS. . ottt tvoetencnnoesnsaessasosnsaassos

The notes set forth at the end of Exhibit A are an integral part of the above statement

$11,780,345
2,954,014
457,795
1,053,187
206,110
248,468
147,895

$16,847,814

$ 4,316,640
2,136,696
151527152

$ 7,605,488

$ 2,001,360
1,265,366
884,626
1,685,650
718,297
1,443,373
169,078

$ 8,167,750
$15,773,238

$ 1,074,576

$ 145,349
80,786
264,290
(158,781)

$ 331,644

$ 742,932

$ 742932



(1)

(2)

(3)

(4)

(5)
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AMERICAN OVERSEAS AIRLINES, INC.

NOTES TO SEPTEMBER 30, 1948 FINANCIAL STATEMENTS

The foregoing balance sheet includes in cash $610,000 of foreign currencies at official rates of
exchange.

Physical inventories of materials and supplies are currently being taken and are expected to be
completed and compiled as of December 31, 1948.

The foregoing statements reflect U. S. Mail Pay for the years 1945, 1946, 1947 and the nine
months ended September 30, 1948 at temporary rates of mail pay established by the CAB. Sub-
sequent to September 30, 1948 final mail pay for 1945 in the additional amount of approximately
$175,000 has been awarded by the CAB and is not included in the foregoing statements. Final
rates of mail pay for the periods subsequent to December 31, 1945 are presently under considera-
tion by the CAB and are expected to yield additional amounts of revenue.

Depreciation on Constellations has been reflected in the foregoing statements beginning with date
of purchase. The company contemplates adjusting such depreciation to begin recording with
date of commencement of regular operations.

The only assets and liabilities of American Overseas Airlines, Ltd. included in the foregoing
consolidated balance sheet are as follows: Cash, $344.00; other accrued liabilities, $4.00. Such
corporation had no income or expenses for the nine months ended September 30, 1948.
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EXHIBIT B

Jersey City, N. J.,
December 13, 1948.
PAN AMERICAN AIRWAYS, INC.,
New York, N. Y.

Dear Sirs:

In consideration of your execution of a certain contract with American Overseas Airlines, Inc.
bearing even date herewith, the undersigned hereby agrees with you as follows :

The undersigned, all as contemplated by said contract, will call a meeting of the stockholders of
the undersigned, to be held within forty-five (45) days after the Government Approval Date (deter-
mined as provided in said contract), for the purpose of authorizing the sale to you of all the assets
of the undersigned and the dissolution of the undersigned, and will use its best efforts to obtain the
necessary favorable votes of stockholders at such meeting, and, after obtaining such necessary favor-
able votes, will sell to you all the assets of the undersigned in consideration of your assumption of all
of the liabilities of the undersigned, including its expenses of dissolution, and your issuance to the
undersigned of a number of shares of your stock (of such par value or, if of no par value, with such
stated value, as you shall determine) equal to the number of shares of the undersigned then out-
standing, and will thereafter dissolve, and you agree to purchase all the assets of the undersigned as
aforesaid.

From the date hereof until such time as you shall have acquired the assets of the undersigned, or
until the above mentioned contract shall have been terminated, the undersigned will not (1) authorize
any stock having a preference in respect to dividends or liquidation over any other of its authorized
stock, or (2) borrow money to finance the purchase for cash of all or a substantial part of the stock
or assets (other than flight equipment) of any other firm or corporation, or (3) declare dividends
on its outstanding stock aggregating more than 25 cents per share, or (4) declare any stock dividend,
effect any stock split-up, or otherwise issue any of its stock except for value, (5) purchase or otherwise
acquire any of its outstanding stock, or (6) take any action inconsistent with any commitment which
you have made regarding the undersigned in the above mentioned contract.

This agreement shall terminate and become null and void whenever the above mentioned con-
tract shall terminate and become null and void (the word “terminate” as here used not being intended
to include termination of said contract by way of consummation of all of the transactions provided
for therein).

If the foregoing is in accordance with your understanding, kindly indicate, in the place provided
below, your confirmation hereof and your agreement hereto.

Very truly yours,

Pax AMERICAN AIRWAYS CORPORATION
By (s) HENry J. FRIENDLY
Confirmed and agreed, at Jersey City, N. J. Vice-President

PAn AMERICAN AIRWAYS, INC.
By (s) Juax T. TriprrE
Presiden:
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EXHIBIT C

Jersey City, N. J.,
December 13, 1948.

Pan AMERICAN AIRWAYS, INC.,
New York, N. Y.

Dear Sirs:

In consideration of your execution of a certain contract with American Overseas Airlines, Inc.
(herein referred to as “Overseas”) bearing even date herewith, the undersigned hereby agrees with
you (herein referred to as “Pan American”) as follows:

(1) The undersigned will, at the special meeting of Overseas stockholders contemplated by
paragraph (c¢) of Article SEVENTH of the contract, vote all of the shares of stock of Overseas owned
by it in favor of (i) the proposed sale of assets by Overseas to Pan American and (ii) the dissolu-
tion of Overseas and the prompt distribution to its stockholders of the stock of Pan American to
be received by Overseas for its assets.

(2) The undersigned will, promptly upon receipt thereof, deposit in a voting trust all of the
Pan American shares received by it on the dissolution of Overseas. Such voting trust will be for a
period of seven years, extendable by the undersigned for an additional three years if the Civil Aero-
nautics Board should approve such extension. It will provide, among other things, that

(a) There shall be three trustees, one of whom shall at all times be selected by the under-
signed, the second of whom shall at all times be selected by Pan American, and the third of
whom shall be mutually agreed upon between the undersigned and Pan American or, failing such
agreement within ten (10) days after the Government Approval Date as defined in the above
mentioned contract in the case of the initial third trustee, or within thirty (30) days after a
vacancy in the office of such third trusteee shall arise, be selected by the President of The National
City Bank of New York or, if he shall not act, by such other party as may be mutually agreed
upon;

(b) The voting trust certificates shall not be transferable by the undersigned except in
connection with a sale or disposition thereof similar to the sale or other disposition of shares
of Pan American described in clauses (a) and (b) of paragraph (3) below ;

(¢) Underlying shares on deposit in the voting trust may be withdrawn therefrom at any
time by any holder of voting trust certificates other than the undersigned, and the undersigned
may also withdraw underlying shares at any time but only for the purpose of making an imme-
diate sale or other disposition thereof of the kind described in clauses (a) and (b) of paragraph
(3) below;

(d) Expenses in connection with the voting trust shall be paid as follows: Expenses of
creation of the voting trust shall be paid by the undersigned ; transfer taxes payable in connection
with the deposit of shares thereunder shall be payable by the parties depositing shares there-
under ; expenses in connection with the maintenance of the voting trust (other than the full
compensation, of the voting trustee selected by Pan American, and one-half of the compensation
of the third voting trustee, which shall be paid by Pan American), shall be paid out of any
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dividends received by the voting trustees on deposited stock or, if sufficient dividends are not
so received, such expenses shall be paid pro rata by the holders of voting trust certificates at
the time of withdrawal by them of underlying shares from the voting trust either before or
after termination of the voting trust; and the expenses in connection with the termination of
the trust and the withdrawal of underlying shares at or prior to such termination, including
transfer taxes payable in connection with the transfer of deposited shares out of the voting
trust, shall be payable pro rata by holders of voting trust certificates at the time of delivery to
them of underlying shares.

(3) If the undersigned shall not, prior to the termination of the voting trust, have sold or other-
wise disposed of all of its voting trust certificates, or all of the shares underlying its voting trust
certificates, in the manner permitted by clauses (b) and (c) of paragraph (2) above, the undersigned
will, promptly upon the termination of said voting trust:

(a) Distribute its Pan American shares to the holders of its common stock on a pro rata
basis, or

(b) To the extent not so distributed, sell all of such Pan American shares, either by bona
fide public distribution through sale on the New York Stock Exchange, or by sales to under-
writers or dealers for bona fide distribution to the public, or by sales to selected purchasers not
purchasing with a view to immediate resale with not over 100,000 Pan American shares being
sold to any one purchaser or associated group of purchasers.

(4) Pan American agrees that if the Securities and Exchange Commission should require
that a registration under the Securities Act of 1933, as amended, be effected in connection with any
proposed sale of shares of Pan American stock provided for in this agreement, Pan American will
effect such registration of such stock provided that its then latest annual audit may be utilized for
the most recent financial data required to be included in such registration or, if such then latest annual
audit may not be so utilized, provided the undersigned pays for the cost of such special audit as may
be required for utilization for the most recent financial data to be included in such registration.

(5) The undersigned guarantees the right of Overseas to repay without premium sums bor-
rowed under its Credit Agreement, dated June 20, 1947, with The Chase National Bank of the City
of New York provided that no such repayment is made by Pan American as a result of the above
mentioned contract with Overseas without a reasonable opportunity being afforded the undersigned to
resist any claim that a premium is payable; and in the event that any premium has to be paid not-
withstanding the foregoing, the undersigned will, in satisfaction of its obligation under this guarantee,
deliver to Pan American shares of stock of Pan American in number equal to the amount of such
premium divided by the net asset value per share of Pan American and Pan American Airways
Corporation consolidated as of December 31, 1948, as determined by the Accountants under said
above mentioned contract.

(6) The undersigned agrees not to sell any of its Overseas stock prior to the earlier of either
(a) the completion of the dissolution of Overseas, or (b) the termination of the above mentioned
contract pursuant to any of the provisions thereof.

(7) The undersigned and Pan American each agrees not to use the word “Overseas” as a part
of a corporate name, trade or service name, or other name generally used for the purpose of identify-
ing it or its operations in the field of air transportation or any other field in any other way related to
the operation or manufacture of aircraft.
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(8) Pan American agrees that it will not use, or at any time claim by reason of its purchase
of the assets of Overseas that it is entitled to the use of, any trade or service marks or names, the
use of which by Overseas is based on a grant by, license from, or permission of, the undersigned. It is
further understood that the undersigned retains full right itself to use any such trade or service marks
or names in any manner whatsoever, except as provided in paragraph (7).

(9) The undersigned agrees to consent to the cancelation, without penalty to Overseas, of all
contracts between Overseas and the undersigned unless such cancelation shall have been waived by
Pan American to permit more efficient operations for a limited transitional period.

(10) This agreement shall terminate and become null and void whenever the above mentioned
contract between Overseas and Pan American shall terminate and become null and void (the word
“terminate” as here used not being intended to apply to termination of said contract by way of
consummation of all of the transactions provided for therein).

If the foregoing is in accordance with your understanding, kindly indicate, in the place provided
below, your confirmation hereof and your agreement hereto.

Very truly yours,

AMERICAN AIRLINES, INC.
By (s) C. R. SmiTH
Chairman of the Board
Confirmed and agreed at Jersey City, N. J.

PANn AMERICAN AIRWAYS, INC.
By (s) Juan T. TrIPPE
President
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EXHIBIT D

PAN AMERICAN AIRWAYS CORPORATION AND PAN AMERICAN AIRWAYS, INC.

CONSOLIDATED AND CONSOLIDATING BALANCE SHEET

SEPTEMBER 30, 1948

ASSETS
Current Assets:
Cash, working funds and special deposits .............

Notes receivable (including $2,650,173.52 from associ-
ated COMPANIESY) - 4 s o o 5 5 mmETEEEE s » 3 4 & BSIEH S 553 B

Current receivables:

U. S. Government (including $3,040,723.50 for the car-

viageol UL S mail) sssesssnmnmes ssamammoas s
Boreign SOVEIAMENTS. iciniaies sisieitisisielaists: slivismimtsrse s orn
Traffic

Affiliated COMPANIIES suisniers sarmeis e Cerites s

Interest and dividends receivable .....................

Other current receivables (including $4,198,459.17 from
associated companies)

Materials and supplies (at cost)

Other current and accrued assets ......c.ceveeiennnns

Total icurrent ASSEES ;.. swsie s s e mmisas s o

Investments and special funds:
Investments in and advances to affiliates ..............
Investments—other

Special funds: Funds for equipment purchases (cash—
$7,021,952.00 held by others under equipment purchase
contracts and $15,955,840.00 United States Govern-
ment Treasury Bills)

Other special funds

Operating property and equipment (stated generally at
cost) :

Flight equipment (including spare parts, $16,332,020.66)
Ground property and equipment ..........oviiiiiann.
T T e

Aircraft conversion and other construction work in
DO RO S I e P 2 o 2o s o e A B R A Ao

Deferred charges:

Estimated additional balance receivable—U. S. Mail
(after deduction of reserve of $5,852,140.06)

e D Y TE N E S e N s T tesae vt aa o T e s e e

Long term operating property prepayments ...........
Extension and development .........ccicveevecicnnns
Otherfdeterted ICHaATEeS 1o iaains » o sisroradivadincste: steisinserosiess o

Pan American

Airways Pan American

Consolidated  Eliminations Corporation  Airways, Inc.
$ 24,39290842 $ — $  172,556.95 $ 24,220,351.47
2,895,522.36 — — 2,895,522.36
5,065,367.74 — 3,172.21 5,062,195.53
4,556,581.92 — — 4,556,581.92
3,763,462.15 - — 3,763,462.15
725,888.69 — — 725,888.69
265,455.35 — 183,237.17 82,218.18
9,876,243.34 - — 9,876,243.34
5,371,944.86 — - 5,371,944.86
203,710.13 — - 203,710.13

$ 57,117,084.96 $ — $ 358,966.33 $ 56,758,118.63
1,763,065.31  106,818,054.98  107,818,054.98 763,065.31
7,820,506.02 — 4,171,753.37 3,648,752.65
22,977,792.00 — — 22,977,792.00
23,652.91 — — 23,652.91
70,643,007.12 — — 70,643,007.12
13,648,368.25 — — 13,648,368.25
143,032.85 — — 143,032.85
2,160,930.17 — — 2,160,930.17

13,091,974.63
937,062.94
227,831.38
34,493.06
5,958,014.43

13,091,974.63
937,062.94
227,831.38
34,493.06
5,958,014.43

$196,546,816.03  $106,818,054.98  $112,348,774.68  $191,016,096.33

The following notes are an integral part of the above statement.
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PAN AMERICAN AIRWAYS CORPORATION AND PAN AMERICAN AIRWAYS, INC.

CONSOLIDATED AND CONSOLIDATING BALANCE SHEET

SEPTEMBER 30, 1948

1A BLIELTFLES

Current liabilities :
Notes payable under credit agreement ................

Accounts payable:
General
Collections aSagent «ss s o+ o saswsisovass s o5 5 59
Atrline tEAMC ACCOUITES. 1 oieiorsi5is Sretsisoamiaatataforets o lakers

Accrued salaries and wages ............ciiiiiiiann.

Aeerned IETFEST: & - aumsu o ¢ vosmimsess s ivkrs s 5 & satdles

ArcCTed TAREE somamomsis s s A s i W s e e e

A travel Dlant Iabilaily - o o o oo s olersimsnes e iSRS

Other current and accrued liabilities .................

Total currentliabilities &+ . « ¢ s ommmesns o 5« s

Long term debt:
Notes payable under credit agreement
Advances from affiliates

Deferred credits:
Unearned transportation revenue ....................
Ofherideferredicredital s .. s s o s & o o s 58 dha

Reserve for depreciation:
Flight equipment (including spare parts $3,397,888.18)
Ground property and eqUIPMEDT ..o oo o awmmmaescsvs e
Reserve for aircraft and engine overhaul ..............
Other operating reserve

Capital stock:
Pan American Airways Corporation—par value $2.50
per share:
10,000,000 shares authorized

6,145,082 shares issued and outstanding .........

Pan American Airways, Inc.—par value $100.00 per
share:

10,000 shares authorized
10,000 shares issued and outstanding .............

Surplus :

(Gl SRt s b i & O GOl B ) B0 0 AO G0 600 S
Unappropriated earned surplus ..c....oivoeneeoecesas

Profit or loss—year toidate ... qvantiodiavenaamianie s

Pan American

Airways Pan American
Consolidated  Eliminations Corporation  Airways, Inc.
$ 10,000,000.00 $ — $ 10,000,000.00 $ —
9,082,340.27 — 1,100.00 9,081,240.27
1,124,957.77 — — 1,124,957.77
1,273,522.68 —_ — 1,273,522.68
1,278,394.19 — —_ 1,278,394.19
287,340.13 —_ 176,738.87 110,601.26
8,469,636.01 — 1,375,587.63 7,094,048.38
192,500.00 — — 192,500.00
4,974,110.02 — — 4,974,110.02
$ 36,682,801.07 $ — $ 11,553,426.50 $ 25,129,374.57
30,000,000.00 — 30,000,000.00 —
- 90,182,380.91 — 90,182,380.91
8,959,001.42 — —_ 8,959,001.42
521.048.18 — 12,100.00 508,948.18
25,428,428.69 — — 25.428,428.69
5,881,525.32 — — 5,881,525.32
3,091,065.85 — — 3,091,065.85
337,660.63 — —- 337,660.63
15,362,705.00 — 15,362,705.00 —
—_ 1,000,000.00 — 1,000,000.00
53,626,252.49 15,635,674.07 53,626,252.49 15,635,674.07
13,411,792.00 (4,357.25) 493,127.93 12,914,306.82
3,244,535.38 4,357.25 1,301,162.76 1,947,729.87
$ 85,645,284.87 $ 16,635,674.07 $ 70,783,248.18 $ 31,497,710.76
$196,546,816.03 $106,818,054.98 $112,348,774.68 $191,016.096.33

The following notes are an integral part of the above statement.
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PAN AMERICAN AIRWAYS CORPORATION AND PAN AMERICAN AIRWAYS, INC.

CONSOLIDATED AND CONSOLIDATING PROFIT AND LOSS STATEMENTS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1948

Operating Revenues

Transportation :

PHSEEHEBE. « oreoritopunn:ssme iohatnies s SETEEREIy s § T e A
Mail—United States—based on temporary and final

PALES o w0 s wRpies o8 5 5 LAPIESRE S § § § S0 5 § 6 SRS o
Mail—United States—additional estimated (after de-

ducting provision for reserve of $1,141,843.90)
Mail—foreign
EEXPICES 0o vssmionen s » v 3 Wialesais & 5 55 & Wiwresel € £ 1 ¢ 5 RN 8 7 &
XSS! DARRATE. s v 555 simsmminn 5 5 6o S v 5 £ 5 b5 SR E LS
Non-scheduled transport services
Other transportation

Total Transportation

Incidental revenues—net

Total Operating Revenues .................

Operating Expenses

FIFINg ODEFALIONS « st koaterbiimies oo mse la et et iramaistoban lone
Direct maintenance—flight equipment
Depreciation—flight equipment
(TN TODETATIONE & i ovsrainssses oo s Seesm & o S f s
Ground and indirect maintenance
Passenger service
Traffic and: sales « . .uvoasmmes s 5s smasies s oumres s o o
Advertising and publiCIty weeis oo s s o s 2 o s @ 5%
General and administrative (including operating divisions)
Depreciation—ground equipment

Total Operating Expenses

Net Operating Income

Non-operating income:
Interest and dividends .
Gain on sales and retirements of property and equipment

B L nreupsunnistetise siaiein St ihs oo inin BBIARIE S & 815 ESRE S B SR
Sundry non-operating credits

Non-operating expense :
Interest o oot ot s oo s e o ol
Extension and development
Sundry non-operating charges

Net income before income taxes

Income taxes

Net profit or loss for period ...............

The following notes are an integral part of the above statement.

Pan American

Airways Pan American

Consolidated  Eliminations Corporation  Airways, Inc.
$ 65,803,590.17 $ — $ — $ 65,803,590.17
17,806,938.11 — — 17,806,938.11
5,493,619.50 — - 5,493,619.50
2,799,246.74 — — 2,799,246.74
10,028,390.66 — — 10,028,390.66
1,740,613.82 — — 1,740,613.82
1,408,827.54 — — 1,408,827.54
141,534.69 — - 141,534.69
$105,222,761.23 $ — $ s $105,222,761.23
1,110,240.71 — — 1,110,240.71
$106,333,001.94 $ — $ — $106,333,001.94
28,221,153.11 — — 28,221,153.11
10,320,438.25 - — 10,320,438.25
9,527,488.93 — — 9,527,488.93
13,336,446.85 — — 13,336,446.85
8,294,978.70 — — 8,294,978.70
6,264,322.25 — - 6,264,322.25
11,953,673.64 — - 11,953,673.64
3,314,013.50 — — 3,314,013.50
9,322,425.42 — 62,663.16 9,259,762.26
907,386.36 — — 907,886.36
$101,462,827.01 $ — $ 62,663.16  $101,400,163.85
$ 4,870,17493 $ — $  (62,663.16) $ 4,932,838.09
$ 761,760.12 $ 2,159,170.09 $ 2463,364.64 $  457,565.57
346,258.860 — — 346,258.86
166,004.54 — 2.93 166,001.61

$ 1274023.52 $ 2,159,170.09 $ 2,463,367.57 $  969,826.04
$ 6,144,19845 $ 2,159,170.09 $ 2400,70441 $ 5,902,664.13
$ 30288529 $ 2,154,812.84 $  302,054.79 $ 2,155,643.34
255,839.03 - — 255,839.03
266,724.47 — — 266,724.47

$ 82544879 $ 215481284 $  302,054.79 $ 2,678,206.84
$ 531874966 $ 435725 $ 2,098649.62 $ 3,224,457.29
2,074,214.28 — 797,486.86 1,276,727 42

$ 324453538 $ 4,357.25 $ 1,301,162.76 $ 1,947,729.87




PAN AMERICAN AIRWAYS CORPORATION AND PAN AMERICAN AIRWAYS, INC.

CONSOLIDATED AND CONSOLIDATING STATEMENTS OF CAPITAL SURPLUS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1948
Pan American

Airways Pan American
Consolidated  Eliminations Corporation  Airways, Inc.

el brarst ] fevats by ol L K o 0 R e ke $ 53,626,252.49 $ 15,635,674.07 $ 53,626,252.49 $ 15,635,674.07
Additions:
INITIE 5 00 S e 8 o T S TV T 8 RS, RS T e A s A — —_ — —_
Charges:
INODE! 2645005 wiemsn s ot e 5 &5 B AR § RS RS S - — — —
Balance, September 30, 1948 ............... $ 53,626,252.49 $ 15,635,674.07 $ 53,626,252.49 $ 15,635,674.07

The following notes are an integral part of the above statement.

CONSOLIDATED AND CONSOLIDATING STATEMENTS OF EARNED SURPLUS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1948
Pan American

Airways Pan American
Consolidated  Eliminations Corporation  Airways, Inc.

Balance; Januany 119481 o h o =il e tatel ookt fals $ 14,943,704.75 $ — $ 2,029,397.93 $ 12,914,306.82
Additions:
NG onunimorminerssdiaio: Srovike bummiapiridGrsonas oty e MeloiotRy s 0 IR T Ty — — - —
Charges:
IVIEIAL . cntonsremssolebe eesnmed o e e e e 1013 S st s 1.531.912.75 4,357.25 1,536,270.00 —_
13,411,792.00 (4,357.25) 493,127.93 12,914,306.82
Net profitl £Or PEriaE el ahs veiiine « sl rorstorstels shevs Sralehsrefs 3,244,535.38 4,357.25 1,301,162.76 1,947,729.87
Balance, September 30, 1948 .............. $ 16,656,327.38 $ — $ 1,794,290.69 $ 14,862,036.69

The following notes are an integral part of the above statement.
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PAN AMERICAN AIRWAYS CORPORATION AND PAN AMERICAN AIRWAYS, INC.

NOTES RELATING TO CONSOLIDATED AND CONSOLIDATING FINANCIAL STATEMENTS
SEPTEMBER 30, 1948

. The usual historical accounting basis which has been followed in these financial statements is not intended to represent present
or future values. The operations of Pan American Airways, Inc. are principally outside of the continental United States;
substantial amounts of the assets owned are outside of the United States and its possessions and territories.

Balances receivable under temporary and permanent rate orders, for carriage of United States mail, which are being currently
collected, are included in current assets on the balance sheet herewith. The total estimated additional amount receivable
for carriage of United States mail represents the Company’s estimate of additional amounts which should be received in
accordance with the terms of the Civil Aeronautics Act; this additional amount, less a reserve, is included among non-current
assets.

Proceedings are pending with respect to final rates for the carriage of United States mail on the Latin American services
from February 29, 1944, through August 31, 1945 (with respect to limited 1ssues), and from April 1, 1948; on the Pacific
services from November 16, 1945; and on the Alaskan and Atlantic services from January 1, 1946. The Civil Aeronautics
Board has fixed temporary mail rates for the Pacific services from November 16, 1945, and for the Alaskan and Atlantic
services from January 1, 1946. Application has been made for a temporary rate on the Latin American services from April
1, 1948. These temporary rates serve only as an interim basis of payment until such time as final rates are fixed and are
subject to retroactive increase or decrease upon the fixing of final rates.

. Included in shares outstanding of Pan American Airways Corporation, in the accompanying balance sheet, are 32,429 shares
acquired in the open market by Pan American Airways, Inc. and carried at cost under “Investments in and Advances to
Affiliates” in the balance sheet herewith. The amount shown as charged to consolidated earned surplus for the dividend
declared by Pan American Airways Corporation does not include $4,357.25 applicable to 17,429 shares held by Pan American
Airways, Inc. on the dividend date; 15,000 additional shares were acquired since that date.

. Pan American Airways Corporation has an agreement with banks providing for extension of credit aggregating $40,000,000.
The notes payable under this agreement amounted to $40,000,000 at September 30, 1948, which is payable in eight equal semi-
annual instalments beginning December 31, 1948, with interest at 134% per annum. The agreement provides, among other
things, that dividends may be paid by the Corporation only to the extent of consolidated net earnings accrued since 1945, except
as to stock dividends and as to other dividends of not more than $4,000,000 in total and not more than $2,000,000 in any
calendar year. It also provides that the Corporation and its principal subsidiary will maintain a combined working capital of
not less than $10,000,000, and that the Corporation will reduce the total amount of indebtedness outstanding under the agree-
ment, whenever it shall equal or exceed the depreciated value of unencumbered flight equipment and spare parts of the
Corporation and its principal subsidiary, so that such total indebtedness shall be less than such depreciated value.

. At September 30, 1948 Pan American Airways, Inc. had commitments for acquisition of airplanes, engines and related
equipment approximating $34,500,000. These commitments are expected to require cash of approximately $27,150,000 to be
furnished within the next year, in addition to amounts of $7,350,000 in advance payments previously made under the fore-
going contracts. Pan American Airways, Inc. also had other commitments for parts, materials, supplies, etc., approximating

$5,200,000.

. The other known contingent liabilities were those inherent in operation of international air transportation service under
changing laws, regulations, contracts and economic conditions in many countries ; those existing under obligations undertaken
in guarantee of performance and payment; letters of credit and similar credits of minor amount; certain pending suits, the
liabilities in connection with which cannot now be ascertained, the management being of the opinion that such liabilities
will not materially affect the financial condition of the companies; obligations to make payments in cases of termination
of employment and for vacations under some conditions; possible losses, estimated to be of relatively minor amounts, in
case of sale of equipment not required in operations; charges which may result from settlement of claims under government
contracts; possible claims for additional United States taxes on income for the years for which examinations of returns
have not yet been completed, namely the years 1943, 1944, 1945, 1946 and 1947, and for other domestic and foreign taxes;

and sundry claims not covered by insurance.

 Accrued Federal income tax relating to “estimated additional balance receivable—U. S. mail” under deferred charges is
included in “accrued taxes” under current liabilities.

¥
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EXHIBIT E

PAN AMERICAN AIRWAYS CORPORATION AND
PAN AMERICAN AIRWAYS, INC.

OWNERSHIP OF STOCK OF OTHER CORPORATIONS

Number Percent
of of
Shares Ownership
Owned by Pan American Airways Corporation
Aerovias Nacionales de Colombia ... ......vovviiininenn. .. 1,144,032 47.7
China National Aviation Corporation ......................... 2,000 20
Intercontinental Hotels Corporation .......................... 100,000 100
Pan American-Grace ATEWAYS; TG o v s o s siee sie o« os o s e s o s 50,000 50
Owned by Pan American Airways, Inc.

Aeronaves de Mexico, S. A. ... 900 40
Aeropuerto de Bogota y Leticia, Ltda. ........................ 441 49
Aerovias Venezolanas, S. A. ... ..ot 741 37.05
Compatia Cubatia, de AVIACIO, 'S. AL . os i b s s ik e e s 48,000 48
Compania de Aviacion Pan American Argentina, S. A. .......... 2,500 100
Compania Dominicana de Aviacion, Cpor A. ................... 400 40
Conipatia Mexicana del AFiacion, St A :eevt cmis s ssibn s 8 e 73,250 419
Compania Panamena de Aviacion, S. A, ......coviiiiiiiiinanens 1,650 33
N0 ES I B LCTIETIS, (She JA% 0 o5 o) 61 B o PG 3 16 6 Dt L8 6100 6 53,115 010 0 400 100
LineaseAereas Costarricenses, S. A, . cvvew oo monoaniosesnssns 20 40
Lineas Aeteas de Nicaragua, S AL s osio shssiom siais s o s syam 800 40
P anal fic] ol s S N e e e e 192,000 43.6
Servicio Aereo de Hondiras, S. A i sies s s stame s e o ens b st 800 40

Uraba, Medellin & Central Airways, Inc. ........cccoviiieinnn.. 4,500 100
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EXHIBIT F
PAN AMERICAN AIRWAYS, INC.

CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY

Pan American is the holder of the following Certificates of Public Convenience and Necessity
issued by the Civil Aeronautics Board and authorizing the transportation of persons, property and
(except where specified) mail :

(i) Between the co-terminal points Boston, Mass., Chicago, Ill., Detroit, Mich., New York,
N. Y., Philadelphia, Pa., Baltimore, Md., and Washington, D. C. (authorization as to all co-terminals
other than New York being for a period expiring 7 years from July 5, 1945), the Azores, Lisbon,
Portugal, Barcelona, Spain (authorization as to Barcelona to expire 7 years from July 5, 1945), and
Marseille, France ; and between Lisbon, Portugal, and London, England.

(ii) Between the co-terminal points listed in item (i) (and for the same period therein stated),
Newfoundland, Foynes and Dublin, Eire, and London; and (for a period terminating 7 years from
July 5, 1945) between London and intermediate points within the following areas: Belgium; that
portion of Germany which lies south of the 50th parallel; Frankfurt, Germany; Czechoslovakia;
Austria; Hungary ; Yugoslavia; Rumania; Bulgaria; Turkey; Lebanon; Iraq; Iran; and Afghanis-
tan; and intermediate and terminal points within that portion of India which lies north of the 20th
parallel.

(iii) Between the terminal point New York, N. Y., the Azores, Dakar, French West Africa,
Monrovia, Liberia, Accra, Gold Coast, Leopoldville, Belgian Congo, and the co-terminal points

Johannesburg and Capetown, Union of South Africa (for a period terminating 7 years from August
15, 1946).

(iv) Between the co-terminal points New York, N. Y., and Boston, Mass. and the terminal
point Bermuda.

(v) (1) Between the terminal point Miami, Fla., the intermediate points Camaguey and
Santiago, Cuba, Port-au-Prince, Haiti, Ciudad Trujillo, Dominican Republic, San Juan, Puerto Rico,
Charlotte Amalie, St. Thomas, Virgin Islands, St. Croix, Guadeloupe, Ft. de France, Martinique,
Barbados, Port of Spain, Trinidad, Georgetown, British Guiana, Paramaribo, Surinam (Dutch
Guiana), Cayenne, French Guiana, Belem (Para), Sao Luiz (Maranhao), Camocim, Fortaleza,
Areia Branca, and Natal, Brazil, and (a) beyond Natal the intermediate points Recife (Pernam-
buco), Maceio, Aracaju, Sao Salvador (Bahia), Caravellas, Victoria, Rio de Janeiro, Sao Paulo, and
Porto Alegre, Brazil, Montevideo, Uruguay, and the terminal point Buenos Aires, Argentina, and
(b) beyond Natal the intermediate point Ascension Island, an intermediate point in West Africa, and
the co-terminal points Johannesburg and Capetown, Union of South Africa (such authorization
under (b) hereof to expire on August 15, 1953) ; and also between the intermediate point Rio de
Janeiro, Brazil, the intermediate points Sao Paulo, Curityba, Iguassu Falls, Brazil, and Asuncion,
Paraguay, and the terminal point Buenos Aires, Argentina; and also between the intermediate point
Ciudad Trujillo, Dominican Republic, the intermediate points Aruba, Netherlands West Indies,
Curacao, Netherlands West Indies, and the terminal point Caracas, Venezuela; and also between
the intermediate point Belem (Para), Brazil, the intermediate point Barreiras, Brazil, and the inter-
mediate point Rio de Janeiro, Brazil; and also between the intermediate point Port-au-Prince, Haiti,
the intermediate point Santiago, Cuba, and the terminal point Kingston, Jamaica;
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(2) Between the terminal point Miami, Fla., the intermediate point Havana, Cuba, and the
terminal point Merida, Mexico;

(3) Between the terminal point Miami, Fla., the intermediate points Cienfuegos, Cuba, Montego
Bay, Jamaica, and Kingston, Jamaica, and the terminal point Balboa, Canal Zone ; and also between
the intermediate point Kingston, Jamaica, and the terminal point Barranquilla, Colombia ;

(4) Between the terminal point Miami, Fla., the intermediate point Cat Cay, Bahama Islands
(except with respect to mail), and the terminal point Nassau, Bahama Islands;

(5) Between the terminal point Houston, Tex., the intermediate points Corpus Christi and
Brownsville, Tex., Tampico, Mexico City, and Tapachula, Mexico, Guatemala City, Guatemala,
San Salvador, El Salvador, Tegucigalpa, Republic of Honduras, Managua, Nicaragua, San Jose,
Costa Rica, and David, Panama, and the terminal point Balboa, Canal Zone (Ancon, Canal Zone
or Panama City, Panama) ;

(6) Between the terminal point Balboa, Canal Zone, the intermediate points Barranquilla,
Colombia, Maracaibo, Venezuela, Aruba, Netherlands West Indies, Caracas, Barcelona, and Maturin,
Venezuela, and the terminal point Port of Spain, Trinidad;

(7) Between the terminal point New York, N. Y., the intermediate points San Juan, Puerto
Rico, Curacao, Netherlands West Indies, and the terminal point, Caracas, Venezuela.

(vi) Between the co-terminal points Houston, Texas, and New Orleans, La., Merida, and
Guatemala City.

(vii) (1) Between the co-terminal points San Francisco and Los Angeles, Calif., the inter-
mediate points Honolulu, Hawaii, Midway Island, Wake Island, the island of Guam, and Manila,
Philippine Islands, and (a) beyond the intermediate point Manila, Philippine Islands, the inter-
mediate points Saigon, French Indo-China, and Singapore, Straits Settlements, and the terminal
point Batavia, Java (such authorization to continue in effect up to and including July 30, 1953) ; and
(b) beyond the intermediate point Manila, Philippine Islands, the intermediate points the Portuguese
Colony of Macao, the British Crown Colony of Hong Kong, Saigon, French Indo-China, Bangkok,
Thailand, and Rangoon, Burma, and intermediate and terminal points within the portions of India
and Pakistan lying north of the 20th parallel (such authorization as to points beyond the intermediate
point the British Crown Colony of Hong Kong to continue in effect up to and including July 4, 1952) ;

(2) Between the co-terminal points Seattle-Tacoma, Wash., and Portland, Oreg., and the inter-
mediate point Honolulu, Hawaii (such authorization to expire 5 years from October 2, 1948) ;

(3) Between the intermediate points Honolulu, Hawaii, and Wake Island ;

(4) Between the intermediate points Midway Island, Tokyo, Japan, and Shanghai, China, and
the British Crown Colony of Hong Kong (such authorization to continue in effect up to and includ-
ing July 30, 1953) ;

(viii) Between the terminal point San Francisco, Calif., the intermediate points Los Angeles,
Calif., Honolulu, Hawaii, Canton Island, Suva, British Crown Colony of Fiji, and Noumea,
New Caledonia ; and (a) beyond Noumea, New Caledonia, the intermediate point Sydney, Australia,
and the terminal point Melbourne, Australia; and (b) beyond Noumea, New Caledonia, the terminal
point Auckland, New Zealand.

(ix) Between the terminal point Seattle, Wash., the intermediate points Ketchikan, Alaska,
Juneau, Alaska, Whitehorse, Yukon Territory, Canada, and the terminal point Fairbanks, Alaska.

(x) Between the terminal point Fairbanks, Alaska, various intermediate points in Alaska, and
Bethel, Alaska (except for mail).
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(xi) Between the terminal point Fairbanks, Alaska, various intermediate points in Alaska,
and the terminal point Nome, Alaska.

The said certificates are subject to certain restrictions set forth therein.

Service is being operated over substantially all of said certificates (although not to all points
listed therein) except for: (a) service to the co-terminals listed in items (i) and (ii) other than
New York and Boston; (b) the portions of the certificate listed in item (i) between Barcelona and
Marseille and between Lisbon and London; (c) the portion of the certificate listed in item (ii) con-
sisting of Hungary, Yugoslavia, Rumania, Bulgaria, Iran and Afghanistan; (d) the portions of the
certificate listed in item (v) consisting of routes along the coast of Brazil north of Rio de Janeiro,
the route to Africa via Ascension Island, and the route between Rio de Janeiro and Buenos Aires
via Asuncion; (e) the portion of the certificate listed in item (vii) authorizing service to Indo-China,
Singapore and Batavia; (f) service south of Sydney, Australia authorized by the certificate listed in
item (viii) ; and (g) the service between Fairbanks and Bethel, Alaska, authorized by the certificate
listed in item (x) ; and (h) service to the co-terminal Capetown, Union of South Africa.



