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No. 2089. GUARANTEE AGREEMENT’ (KLM PROJECT)
BETWEEN THE KINGDOM OF THE NETHERLANDS
AND THE INTERNATIONAL BANK FOR RECONSTRUC-

TION AND DEVELOPMENT. SIGNEDAT WASHINGTON,
ON 20 MARCH 1952

AGREEMENT, dated March 20, 1952, betweenKINGDOM OF THE NETHER-
LANDS (hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECONS-
TRUCTION AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof even date herewith betweenthe Bank and
Koninklijke Luchtvaart MaatschappijN. V. (hereinaftercalled the Borrower),
which agreementand the schedulestherein referred to are hereinaftercalled the
Loan Agreement,2 the Bank has agreedto make to the Borrower a loan in the
aggregateprincipal amount of sevenmillion dollars ($7,000,000)on the terms
andconditionsset forth in the Loan Agreement,but only on condition that the
Guarantoragreeto guaranteesuch Loan and the obligationsof the Borrower
in respect thereof; and

WHEREAS the Guarantor,in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower, has agreedto guaranteesuch Loan and the
obligations of the Borrower in respectthereof;

Now THEREFORE the parties hereto hereby agreeas follows

Article I

Section 1.01. The partiesto this GuaranteeAgreementacceptall the provi-
sions of Loan RegulationsNo. 42 of the Bank datedDecember6, 1950, subject,
however,to the modificationsthereofset forth in Schedule33 to the LoanAgree-
ment (saidLoan RegulationNo.4,asso modified,being hereinaftercalledthe Loan
Regulations),with the sameforce andeffect as if they were fully set forth herein.

Section 1.02. Whereverusedin this GuaranteeAgreement,unlessthe context
shall otherwise require : (i) the term “ metropolitan areasof the Guarantor”
shall mean the territory of the Guarantoron the continent of Europe;and (ii)

Came into force on 25 April 1952, upon notification by the Bank to the Government
of Netherlands.

See p. 216 of this volume.
See p. 240 of this volume.
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the term “Agency” shall meanany agencyor instrumentalityof the Guarantor
or of any political subdivision of the Guarantorin its metropolitanareasand
shallinclude any institution or organizationwhich is ownedor controlleddirectly
or indirectlyby theGuarantoror by anysuchpolitical subdivisionof the Guarantor.

Article II

Section 2.01. Without limitation or restriction upon any of the other cov-
enantson its part in this Agreementcontained, the Guarantorhereby uncon-
ditionally guarantees,as primary obligor andnot as suretymerely, the dueand
punctual paymentof the principal of, and the interest and other chargeson,
the Loan, the principalof and intereston the Notesand the premium,if any, on
the prepaymentof the Loanor the Notes,all asset forth in the Loan Agreement
andthe Notes.

Article III

Section 3,01. It is the mutual intention of the Guarantorand the Bank
that no other external debtshall enjoy any priority over the Loan by way of a
lien on governmentalassets. To that end, theGuarantorundertakesthat, except
as theBank shallotherwiseagree,if anylien shallbe createdor any assetsof the
Guarantoror of any of its political subdivisionsin its metropolitanareasor of
any Agency as security for any external debt, such lien will ipso facto equally
andratablysecurethe paymentof the principal of, andinterestand othercharges
on, the Loan and the Notes, and that in the creation of any such lien express
provision shall be made to that effect ; provided, however, that the foregoing
provisionsof this Sectionshallnot apply to any of the following : (i) to any lien
createdon property, at the time of purchasethereof,solely as security for the
paymentof the purchasepriceof suchproperty; or (ii) to any lien on commercial
goods to securedebt maturing by its terms not more than one year after the
date on which it is incurred andto be paid out of the proceedsof sale of such
commercialgoods; or (iii) to anypledgeof foreignsecuritiesin connectionwith a
programfor their liquidation, to secureexternaldebt maturingby its terms not
more than two yearsafter the dateon which it is incurred andto be paid out of
the proceedsof the sale of such securities.

Section 3.02. (a) The Guarantorandthe Bank shall cooperatefully to assure
that the purposesof the Loanshallbe accomplished. To that end,eachof them
shall furnish to the otherall suchinformation as it shall reasonablyrequestwith
regardto the generalstatusof the Loan. On the part of the Guarantor,such
information shall include information with respectto financial and economic
conditionsin the territories of the Guarantorand the international balanceof
paymentsposition of the Guarantor.

No. 2089



212 United Nations— Treaty Series 1953

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regard to matters relating to the purposes
of the Loan and the maintenanceof the service thereof. The Guarantorshall
promptly inform the Bank of any condition which shall arisethat shall interfere
with, or threatento interferewith, the accomplishmentof the purposesof the
Loan or the maintenanceof the service thereof.

(c) The Guarantorshall afford all reasonableopportunity for credited re-
presentativesof the Bank to visit any part of the territories of the Guarantor
for purposesrelated to the Loan.

Section 3.03. It is theintentionof the partiesthat the principal of andinterest
and other chargeson the Loan and the Notes shall be paid without deduction
for and free from any taxes, fees, imposts, leviesor dutiesof any naturenow or
at any time hereafterimposedunderthe laws of the Guarantoror laws in effect
in its territories. To that end, the Guarantorcovenantsto hold harmlessthe
Bank and the holder or holdersfrom time to time of Notes outstandingfrom and
against liability for any such taxes, fees, imposts, levies or duties ; provided,
however, that the provisions of this Section shall not apply to taxation of or
imposts,levies, dutiesor feesupon paymentsunderany Note to a holder thereof
other than the Bank when such Note is beneficially owned by an individual or
corporateresidentof the Guarantor.

Section 3.04. The Loan Agreement, the GuaranteeAgreement, the Notes
andthe Mortgageshall be free from anytaxesor feesthat shallbe imposedunder
the laws of the Guarantoror laws in effect in its territorieson or in connection
with the execution, issue, delivery, registration, recordation or filing thereof.

Section3.05. The principal of, and interest and other chargeson, the Loan
andthe Notes shall be paid free from all restrictionsimposedby the laws of the
Guarantor or laws in effect in its territories.

Section 3.06. The Guarantor will not take or permit any of its political
subdivisionsor agenciesto take any action which would prevent or interfere
with the performanceby the Borrower of any of the covenants,agreementsand
obligations in the Loan Agreementor the Mortgagecontained,and will take or
causeto be taken all action reasonablynecessaryandappropriateto enablethe
Borrower to perform such covenants,agreementsand obligations, including,
without limitation, any action necessaryto make it possible for the Borrower
from time to time as neededto acquireagainstguilders or other currencysuch
amountsin dollarsasare requiredto enabletheBorrower to purchasethe airplanes
and equipmentdescribedin Schedule21 to the Loan Agreement.

1 See p. 240 of this volume.
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Article IV

Section 4.01. The Guarantorshall endorseits guaranteeon eachNote to be
executedanddeliveredby the Borrower. Such guaranteeshall be substantially
in the form set forth in Schedule4-B’ to the Loan Agreementand shall be dated
the date of such Note.

Section 4.02. The guaranteeon the Notes shall be signed in the nameand
on behalfof the Guarantorby the Ministerof FinanceandtheMinisterof Transport
and Public Works of the Guarantoror by such personor personsas they shall
designatein writing.

Article V

Section 5.01. The covenantsand agreementson the part of the Guarantor
containedin Article II, in Sections3.03, 304 and3.05 of Article III andin Section
4.01 of Article IV of this GuaranteeAgreementand in Sections7.02 and 7.03
of the Loan Regulationsare made for the benefit of the several holders from
time to time of the Notes as well as for the benefit of the Bank.

Articie VI

Section 6.01. The following addressesare specifiedfor the purposesof Section
8.01 of the Loan Regulations

For the Guarantor : Kingdom of the Netherlands,Ministry of Finance,
Kneuterdijk 22, The Hague,The Netherlands.

For the Bank : International Bank for Reconstructionand Development,

1818 H Street, N.W., Washington25, D.C., United Statesof America.
Section 6.02. The Minister of Financeand Minister of Transportand Public

Works of the Guarantorare designatedfor the purposesof Section 8.03 of the
Loan Regulations.

IN WITNESS WHEREOF the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,have causedthis GuaranteeAgreementto be signed
in their respectivenamesanddeliveredin the District of Columbia,United States
of America, as of the day and year first abovewritten.

Kingdom of the Netherlands

By L. SOUTENDIJK

AuthorizedRepresentative

InternationalBank for Reconstructionand Development

By R. L. GARNER

Vice President

1 See P. 246 of this volume.
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INTERNATIONAL BANK FOR REcoNsTRucTIoN AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 6 DECEMBER 1950

REGULATIONS APPLIcABLE TO LOANS MADE BY THE BANK TO BORROWERS OTHER THAN

MEMBER GOVERNMENTS

[Not publishedherein. See United Nations, Treaty Series, I’ol. 158, p. 222.1

LOAN AGREEMENT

(KLM PROJECT)

AGREEMENT, dated March 20, 1952, betweenINTERNATIONAL BANK FOR REcoN-
STRUcTIoN AND DEVELOPMENT (hereinaftercalled the Bank) and KONINKLIJKE Locwr-
VAART MAATSCHAPPIJ NV, (hereinafter called the Borrower).

Article I

LOAN REGULATIONS; SPECIAL DEFINITION

Section1.01. The parties to this Agreementaccept all the provisions of Loan
RegulationsNo. 41 of the Bank dated December6, 1950, subject,however, to the modi-
fications thereof set forth in Schedule31 to this Agreement(saidLoan RegulationsNo, 4
as so modified being hereinafter called the Loan Regulations), with the sameforce and
effect as if they were fully set forth herein.

Section1.02. As usedin this Agreement, the term “airplane” or “airplanes” shall
includeairplanehulls and suchengines,propellerassemblies,appliances,communications
equipment, instruments, accessories,parts and equipment as may be installed in or
appurtenant to any airplane hull at the time referred to.

A rticle II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the termsand conditions
in this Agreementsetforth or referred to, the sum of seven million dollars ($7,000,000).

Section2.02. The Borrower shall pay to theBank a commitment chargeat the rate
of three-quartersof one per Cent (3/4 of 1 %) per annumon the principal amount of the
Loan not withdrawn from time to time.

Section2.03. The Borrower shall pay interest at the rate of four and one-eighth
per cent (41/s %) per annum on the principal amount of the Loan withdrawn and out-
standing from time to time.

I See above.

See p. 240 of this volume.
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Section2.04. Except as the Borrower and theBankshall otherwise agree, thecharge
payable for special commitments entered into by the Bankat the requestof theBorrower
pursuantto Section 4.02 of the Loan Regulationsshall beat the rate of one-half of one

per cent (~/2of I %) per annum on the principal amount of such special commitment

outstandingfrom time to time.
Section2.05. Interest and other chargesshall bepayablesemi-annuallyon January 1

and July 1 in each year.

Section2.06. The Borrower shall repay the principal of the Loan in accordance
with the amortization scheduleset forth in ScheduleI I to this Agreement.

Article III

USE OF PROCEEDS OF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
the cost of the airplanesand related equipmentdescribedin Schedule2 to this Agree-
ment, entitled “Description of the Project.”

Section3.02. The Borrower shall use all airplanesdescribed in Schedule2 to this
Agreement in commercialpassengeror cargo traffic in connection with the conduct by it
of civil air transport servicesunder the Netherlands flag.

Article IT’

WITHDRAWAL OF PROCEEDS OF LOAN

Section4.01. The Bank shall opena Loan Account on its books in the nameof the
Borrower and shall credit to suchAccount the amount of the Loan. The amount of the
Loan may be withdrawn from the Loan Account ashereinafter and in the Loan Regula-
tions provided, and subject to the rights of cancellation and suspensionset forth in the
Loan Regulations.

Sec/ion4.02. Prior to delivery of the fifth airplanedescribedin Schedule53 to this
Agreement,theBorrower shall be entitled to withdraw from theLoan Account from time

to time amountsequivalent to seventwenty-thirds (7/23) of : (i) such amountsas shall
have beenexpendedby the Borrower in cashand in dollars after September30, 1950,
on account of the purchaseprice of the airplanesincluded in the Project ; and (ii) if the
Bank shall so agree,suchamountsasshall berequired by theBorrower to meetpayments
on account of the purchaseprice of such airplanespayable in dollars in cash. Upon
delivery to theBorrower of suchfifth airplane,theBorrower shall be entitled to withdraw
from the Loan Account all amounts, if any, remaining undisbursedunder the Loan,

Article 1’

NOTES

Section5.01. The Borrower shall executeand deliver Notes representingthe prin-
cipal amount of the Loan as hereinafter in this Article provided.

See p. 238 of this volume.
2 See p. 240 of this volume.

See p. 246 of this volume,

xo. 2039
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Section5.02. The paymentof the principal of any Notes shall pro tanto discharge
the obligation of the Borrower to repay the principal of the Loan; and the payment
of interest on any Notesandof the servicecharge,if any, provided for in Section5.04 of
this Agreementshall pro tanto dischargethe obligation of the Borrower to pay interest
on the Loan.

Section5,03. (a) Except as the Bank shall otherwisenotify the Borrower, the
Borrower shall within 10 days after any withdrawal from the Loan Account executeand
deliver to or on the order of the Bank Notes in the aggregateprincipal amount of the
Loan so withdrawn.

(b) To the extent that Notes are not required to be executed and delivered pur-
suantto paragraph(a) of this Section, the Borrower shall, if and astheBank shall from
time to time request,execute and deliver to or on the order of the Bank within 10 days
after the date of the request Notes in the aggregateprincipal amount specified in such
requestnot exceeding,however, the aggregateprincipal amountof theLoan which shall
have beenwithdrawn and which shall be outstandingat the time of such requestand for
which Notes shall not theretofore have been so delivered or requested.

(e) Notes shall be payableto suchpayeeor payeesas the Bank shall specify.

Section5,04. The Notesshall bearinterest at suchrate or ratesas theBank shall
from time to time request,not in excess,however,of the rate of intereston tile Loan. [f
the rate of intereston any Note shall be lessthan the rate of intereston the Loan, the
Borrower shall, in addition to the interestpayableon suchNote, pay to the Banka service
chargeon the principal amount of the Loan representedby suchNote at a rate equal to
thedifferencebetweenthe interestrateupon theLoanandthe interestrateon suchNote,
Such service chargeshall be payablein dollars on the dateson which suchinterest is
payable.

Section5.05. Principalof andinterestandprepaymentpremiumon theNotes shall
be payablein dollars.

Section5.06. The maturities of the Notes shall correspondto the maturities of
installmentsof theprincipalamountof theLoansetforth in ScheduleI to this Agreement.
Except as the Bank shall otherwisenotify the Borrower, Notesexecutedand delivered
pursuantto Section5.03 (a) of this Agreementshall have theearliestmaturitiesspecified
in Schedule1 to this Agreementfor whichNotesshall not theretoforehavebeenexecuted
anddelivered,and Notesdeliveredpursuantto anyrequestunder Section5.03 (l~)of this
Agreementshall havesuchmaturitiesastheBankshall specify in suchrequest; provided,
however, that the aggregateprincipal amountof Notesof any maturity shall at no time
exceedthe correspondinginstallment of the principal amount of the Loan.

Section5.07. Any Note executedanddeliveredprior to executionof a Netherlands
securityinstrumentpursuantto Section6,06 of this Agreementshall be substantiallyin
theform setforth in Schedule4-A’ to this Agreement. Any Noteexecutedanddelivered
afterexecutionanddelivery of a Netherlandssecurity instrumentshall be substantially

See p. 244 of this volume.
No. 2089
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Dl the form provided in suchSchedule4-A, exceptthat it shall containsuch modifications
astheBank shall reasonablyrequestin orderto recitethat it is securedby the lien of such

Netherlandssecurity instrument and in orderto conform to the laws or financial usages
in the territories of the Guarantorrelating to Notessecuredby suchan instrument, Any
Note executedand delivered prior to executionand delivery of suchNetherlandssecurity
instrument shall be exchangeableat the option of and without charge to the holder for
a like aggregateprincipal amount of Notes executedand delivered after execution and
delivery of suchNetherlandssecurity instrument.

Section5.08. EachNote executedand delivered pursuant to Section5.03 (a) of this
Agreementshall be dated thedate of the withdrawal from theLoan Account in respect ‘f’
which it is executed and delivered. Each Note executed and delivered pursuant to
Section 5.03 (b) of this Agreement shall be dated as the Bank shall specify ; provided
that upon any delivery of Notes pursuant to Section 5.03 (b) appropriate adjustment
shall be madeso that there shall be no loss to the Bank or to the Borrower in respect
of interest or other charges,if any, on the principal amount of tile Loan representedby
such Notes,

Section5.09. Each Note shall have the guarantee of the Guarantor endorsed
thereonsubstantiallyin the form set forth in Schedule4-B’ to this Agreement,dated the
date of such Note.

Section5.10. Any Notes executedand delivered pursuant to any request under
Section 5.03 (b) shall be in such denominationsas the Bank shall specify in such request.

Section5.11. The Borrower shall, as soon as practicable after the Bank shall so
request, executeand deliver to the Bank Notes bearinginterest at one rate in exchange
for Notesbearinginterestat anotherratenot in excessof therateof intereston theLoan,
The Bank shall reimbursethe Borrower for the reasonablecost of any suchexchange.

Section5.12. The Notes shall be signedin the nameof andon behalfof tile Borrower
by theBorrower’s Executive Vice Presidentin Chargeof Financeand Accountingor such

personor personsasheshall appoint in writing.

Section5.13. If the Bank shall guaranteeany payment underany Note, the Bur-
rower shall reimbursethe Bank for any amount paid by the Bank undersuch guarantee
by reasonof any failure of the Borrower and the Guarantor to make payment in accord-
ancewith theterms of suchNote.

Section5.14. (a) The Notesshall be subject to paymentprior to their maturity as
provided hereinupon not lessthan15 days’ notice to theBank andto the holderor holders
of Notes from time to time outstanding and unpaid whoseaddressesare of record with
the Borrower as hereinprovided, at a priceequal to the principal amount thereofplus the
interest accruedand unpaid thereon to the date fixed for the prepaymentthereof plus
as a premium the percentagesof said principal amount specifiedin ScheduleI to this
Agreement. Any holder of Notes outstandingand unpaid may notify the Borrower iii
writing at either of its addressesspecifiedin Section 9.03of this Agreementof such hold-
er’s address,and thereafter any notice given by the Borrower pursuant to this Section

1 See p. 246 of this volume.
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5.14 shall be given to suchholderat the addressspecifiedin such notice or at such other
addressassuch holder shall designatein writing to the Borrower. The giving of notice
to theBank and to the holdersof Noteswhoseaddressesare of record with theBorrower
ashereinprovidedshall fully dischargetheBorrower from any obligation on its part under
this Sectionor theNotes to give such notice to anyonein respectof such Notes.

(b) All the Notesat the time outstandingmay beso prepaidat any time. Except as

otherwise provided in paragraph(e) of this Section, all the Notesat the time outstanding
of any oneor more maturities maybe so prepaidat any time, provided that, at the date
fixed for theprepaymentof suchNotes,thereshall not beoutstandingany Notesmaturing
after the Notes to be prepaid.

(c) Notice of election to prepayhavingbeengiven asaboveprovided, theNotes to be
prepaid (or theportion thereof to be prepaidunder paragraph(e) of this Section) shallon
the date fixed for prepaymentbecomedue and payable at the respectiveplaceswhere
suchNotesare payableand at therespectiveprices determinedas in paragraph(a)of this
Section provided. From and after the date fixed for prepayment(unless the Borrower
shall fail to makepaymentof the prepaymentprice or prices of such Notes) interest on
such Notes shall ceaseto accrue.

(d) If any Note so to be prepaidshall bear interest at a rate less than the rate of
interest on the Loan, the Borrower shall pay to the Bank on the date fixed for prepay-
ment theservicechargeprovided for in Section 5.04 of this Agreementaccruedandunpaid
to suchdate on the principal amount of the Loan representedby such Note.

(e) Notwithstanding the provisions of Section 2.05 (b) of the Loan Regulations~
prepaymentof the Loan and Notesout of the proceedsof insurancein accordancewith
the Mortgageshall in all casesbe madeon the principal amount of the Loan outstanding
in respectof which Notes have not theretofore been delivered and on all Notes out-
standing, regardlessof maturity, pro rata to their respectiveprincipal amounts, and in
such eventthe amount prepaidon any such Note shall be endorsedon such Note.
Except as herein expressly provided, the provisions of Section 2.05 (b) of the Loan
Regulations and the foregoing provisions of this Section 5.14 shail be applicable in all
respectsto prepaymentsunderthis paragraph(e).

Section5.15. (a) The covenants and agreementson the part of the Borrower
containedin Sections5.07 and 5.14 of Article V, in Article VI and in Sections7,06, 7.07
and 7.10 of Article Vii of this Agreementand in Section 2.04 of the Loan Regulations
arefor the benefit of the severalholdersfrom time to time of the Notesas well asfor the
benefit of the Bank.

(b) Except as otherwise provided in paragraph(a) of this Section, in Section 5.01
of the GuaranteeAgreementand in the Notes, no holder of any Note other than the
Bankshall by virtue of being theholder thereofbe entitled to any of therights or bellefits
conferred,or be subject to any of the conditionsor obligations imposed, upon the Bank
under this Agreement or the GuaranteeAgreement.

No. 2089
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Article 1’I

MORTGAGE

Section6.01. Simultaneouslywith execution of this Agreement, tile l3ank and The
Chase National Bank of the City of New York (hereinafter called Chase)are entering
into a Loan ParticipationAgreementin respectof the Loan. The Burrower shall, there-
fore, execute and deliver to the Bank and to Chaseas mortgagecs,as their respective
interests may appear, a chattel mortgage (hereinafter sometimes called the Chattel
Mortgage) to securethe paymentof tile principal of and interest andother chargesoIl tli~
Loan and the Notes, equally and ratably in accordancewith the amount of the Loan
and the Notes outstanding, without preference,priority or distinction in respectof ~niv

part of tile Loan or of any of the Notes over any other part of the Loan or any other
Notesby reasonof thetime of execution,delivery or maturity thereof, or otherwise, The
Borrower shall from time to time executeand deliver to the Bank and Chasesuch sup-
plemental chattel mortgages (hereinaftersometimes called SupplementalChattel Mort-
gages)as may be required pursuant to this Article or theChattel Mortgage. Except as
the Bank and the Borrower shall otherwise agree, the Chattel Mortgage and each Sup.
p!ementalChattel Mortgageshall beexecutedin accordancewith thelaws of therespective

Statesof the United Stateshereinafterspecified,shall be substantiallyin the form of the
Chattel Mortgage or the SupplementalChattel Mortgage, as the casemay be, initialed
on the date of this Agreement by the authorized representativesof the Bank and the
Borrower, with appropriate insertions and variations, and shall subject the property
describedin Schedule5 to this Agreement to the lien of the Chattel Mortgage’. The
Chattel Mortgage, any and all SupplementalChattel Mortgages and any and all Nether-
lands security instruments referred to in Section6.06 of this Agreement, if and when
executed,are hereinaftersometimescollectively called the Mortgage.

Section6.02. It is understoodthat except as the Bank shall otherwise agree the
Borrowerwill take title to eachof the airplanesdescribedin Schedule5 to this Agreement
in the State of California, United States, where said airplanes will be delivered to the
Borrower. Except as theBank shall otherwiseagree,assoon as eachoneof said airplanes
is delivered to the Borrower, the Borrower shall, while such airplane is in the State of
Cahfornia,duly executeand deliver to tile Bank and Chasea Chattel Mortgage (after the
delivery of the first such airplane)or a SupplementalChattel Mortgage (after delivery of
eachof theremainingairplanes)subjectingsuchairplanesto tile lien thereofand/orof the
Chattel Mortgage. Promptly thereaftertheBorrower shall furnish to the Bank evidence
satisfactory to the Bank that the Chattel Mortgage or SupplementalChattel Mortgage.
as tile casemaybe, hasbeenduly recordedor filed in suchState of California in accord.
ance with the laws thereof. When thereafterthe Borrower shall first bring suchairplane
into the State of New York, United States, and while the airplane is in such State the
Borrower shall in accordancewith the lawsof the State of New York duly record or flIt’
the Chattel Mortgage or SupplementalChattel Mortgage, as the casemay be, bearingan
endorsementsigned and acknowledgedby the Borrower while tile airplane is in such
State of New York reading substantially as follows

No, 21)89
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“The airplanedescribedin ClauseFirst of the within chattel mortgageis now
at New York, N. Y. The undersigned,the Company
namedin said chattel mortgageand the mortgagor thereunder,herebyratifies and
confirms said chattelmortgagewhich is hereby incorporatedherein by reference.

Dated, NewYork, N. Y 195..”;

andshall furnish to theBank evidencesatisfactoryto theBank that suchChattel Mortgage
or SupplementalChattelMortgagehasbeenduly recordedor filed in the State of New
York in accordancewith the laws thereof.

In the caseof the substitution of an airplanepursuantto Section (10 (b) or 11(b) of
Article I of the form of ChattelMortgageinitialed by the parties hereto,the foregoing
provisionsshall be applicablein all respectsexceptthat the SupplementalChattel Mort-
gagesubjectingsuch substitutedairplane to the lien of the Mortgage may be executed
under the laws of any State of the United Statesin which such substituted airplane is
located at the time of the execution thereof and shall be duly recordedor filed in such
State in accordancewith the laws thereof.

Section6.03. Within fifteen days after execution of the Chattel Mortgage and of
any SupplementalChattel Mortgage as provided in Section 6.02 of this Agreement, the
Borrower shall furnish to the Bank an opinion or opinions satisfactory to the Bank of
counsel acceptable to the Bank that the Chattel Mortgage or Supplemental Chattel
Mortgage, asthe casemay be, hasbeenduly executedand delivered ; that it hascreated
a valid chattel mortgagelien underthe laws of the Stateof California, United States,or
otherState underthe laws of which suchSupplementalChattelMortgagewas executed,
and constitutesa valid chattel mortgagelien under the laws of the State of New York,
United States, enforceablein both such jurisdictions in accordancewith its terms; tllut
it hasbeenduly recordedor filed in the State underthe laws of whicll suchChattel Mort-
gageor SupplementalChattel Mortgage was executedand under the laws of the State of
New York; and that at the date of the Chattel Mortgage or SupplementalChattelMort-
gageand at the date of eachsuch recordation or filing thereof the Borrower had valid
title to tile airplane or airplanesdescribed in the Chattel Mortgage or Supplemental
Chattel Mortgage free of all liens or encumbrancesother than tile lien of tile Mortgage
provided, however, that such opinion neednot cover the enforceability of tile provisions
of any Chattel Mortgage or SupplementalChattel Mortgage with regard to any airplane
which may thereafterbe substituted for a mortgaged airplane.

Section6.04. Exceptas the Bank shall otherwise agree,the Borrower shall report
to the Bank at intervals of six monthsany substantialreplacementsof and additionsor
improvements to any of the airplanes subject to the lien of tile Mortgage during the
previous six months, Such report shall describein reasonabledetail such replacement,
addition or improvement and the major items, if any, replaced.

Section6.05. In orderthat the rights andremediesof theBank and Chaseunder the
Mortgage may be established,maintained, confirmed, and protected, the Borrower shall

No. 2089
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record and re-record,registerand re-registeror file and re-file the Mortgage in all such
jurisdictions and offices as the Bank may from time to time reasonablyrequest.

Section6.06. (a) If at any time (i) chattelmortgagesor similarsecurity instruments
covering aircraft can be validly createdand registered,recordedor flied under the laws
of the Guarantor; or (ii) the Guarantor ratifies the 1948 GenevaConvention on Inter-
national Recognitionof Rights in Aircraft ; theBorrower shall, at any time at tile request
of theBank, takeall action andexecuteall instrumentswhich may be necessaryto give a
valid lien under the lawsof the Guarantoror under suchConvention,or both, as the case
maybe, to the Bank and Chaseupon the property which at suchtime is.subject to or is
required to be subjectedto the lien of the Chattel Mortgage and SupplementalCllattei
Mortgages,if any, and affording protection to the Bank and Chasewhich will be, to the
extent permitted underNetherlandslaw, as nearly equivalentas possible’to tile security
of the Chattel Mortgage and SupplementalChattel Mortgagesat tile time outstanding.
Any and all such instrumentsexecutedunder the law of the Guarantorare hereinsome-

times called Netherlands security instruments.

(b) Within a reasonabletime after execution of any Netherlandssecurity instrument
as provided in this Section,the Borrower shall furnish to theBank an opinion or opinions
satisfactoryto theBank of counselacceptableto theBank that suchNetherlandssecurity
instrument hasbeenduly executedand delivered; that it hascreateda valid lien under
the lawsof theGuarantor in accordancewith its terms ; that it hasbeenvalidly registered,
recordedor filed ; andthat at thedateof the instrumentandat theelateof its registration,
recordationor filing the property subject to the lien of the Netherlandssecurity instru-
ment was free of all liens or encumbrancesother than the lien ol the Mortgage,

(e) Upon receipt of evidence satisfactory to the Bank that Netherlands seetirity
instrumentscreatinga valid lien pursuantto the provisionsof subsection(a) (i) and (ii) of
tills Section havebeenduly executedand registered.recordedor filed, theBank will at tile
request of the Borrower and at the expenseof the Borrower execute, and will cause

Chaseto execute,to theBorrower, itssuccessorsand assignsproperreleasesanddischarges
of the Chattel Mortgageand SupplementalChattel Mortgages, if any, previously executed
in respectof tile property subject to the lien of the Mortgage ; provided, however, that
suchreleaseanddischargeshall be executedonly if in the reasonableopinion of the1-Tank
the position of the Bank and Chase in the United States will continue’ to ht as well
protected as previously.

-1 v/ide 1/11

PARTICULAR COVENANTS

Section7.01. The Borrower shall carry out the Project with (lue diligence and
efficiency.

Section7.02. (a) The Borrower shall maintain recordsadequateto reflect in accord-
ance with consistently maintained sound accounting practices the financial condition
and operations of the Borrower.
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(b) The Borrower shall enable the Bank’s representativesto inspectany and all
airplanesand equipmentincluded in the Projectand to examineany relevant records
and documents.

(c) The Borrower shall furnish to the Bank all such information as the Bank shall
reasonablyrequestconcerningtheexpenditureof theproceedsof theLoan, theuseof the
airplanesand equipmentincludedin the Projectandtheoperationsandfinancial condi-
tion of the Borrower,

Section7.03. (a) TheBank andthe Borrower shall co-operatefully to assurethat
the purposesof the Loan will beaccomplished. To that end, each of them shall furnish
to the other all such information asit shall reasonablyrequestwith regard to thegeneral
statusof the Loan.

(b) The Bank and theBorrower shall from time to time exchangeviews tllrough
their representativeswith regard to matters relating to the purposesof the Loan and the
maintenanceof the service thereof. The Borrower shall promptly inform tile Bank
of any condition known to it, or which reasonablyshould have been known to it, that
shall interfere with, or threaten to interfere with, the accomplishmentof tile purposes
of the Loan or the maintenanceof the service thereof.

Section7.04. If the Borrower shall propose to incur any debt, the Borrower shall
inform the Bank of such proposal,and, before the proposedaction is taken, shall afford
theBank all opportunity which is reasonablypracticablein thecircumstancesto exchange
views with the Borrower with respect thereto; provided, however, that the foregoing

provisions shall not apply to: (i) the incurring of additional debt through utilizatioll, in
accordancewith the termsof any credit establishedon or prior to thedate of this Agree-
ment, of any unusedamounts available under such credit; or (ii) tile incurring in the
ordinary courseof the Borrower’s businessof debt maturing by its terms not more tilall

oneyear afterthe dateon which it is incurred ; or (iii) the incurring in tile ordinary course
of theBorrower’s businessof debt in anamountnot in excessof $250,000or tile’ equivalent
thereofin other currenciesin any onetransaction.

Section7.05. Except as the Bank shall otherwise agree, the Borrower shall not
incur anyadditional debt exceptpursuantto this Agreementif on thedatesuchdebt is
proposed to be incurred the aggregate indebtednessof the Borrower, including such
proposeddebt, would exceed 75 % of the Borrower’s net worth. For purposesof this
Section

(a) the term “debt” shall be deemedto mean all indebtednessof the Borrower
(including loansor creditscontractedfor but not yet drawn downand including undis-
chargedcommitments for the purchaseof flight equipmentto the extent not covered by
the Loan) exceptnon-interest bearingdebt incurred in the ordinary courseof business
(other than commitmentsfor thepurchaseof airplanes)maturing by its terms not more
than one year after the date on which it is incurred

(b) the term “net worth” shall be deemedto mean the aggregateof

(i) the book value of share capital actually paid in,

(ii) capital reserves determined in accordancewith sound accounting practice, and

(iii) surplus determinedin accordancewith sound accounting practice

(c) the equivalent in currencyof the Guarantorof amountsin any other currency
shall be determinedon thebasis of the official selling rate of Dc NederlandscheBank NV,,
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for suchother currencyon the dateon which the Borrower makesits proposalto incur
such additional debt.

If the Borrower provesto the reasonablesatisfactionof the Bank:

(i) that the proceedsof any funds proposedto be borrowed (other than pursuantto
this Agreement)will be appliedto thepaymentof any debtpreviouslyincurred ; or

(ii) that theproceedsof debtpreviously incurred(other thanpursuantto this Agreement)
will be availableto dischargeany commitment for thepurchaseof flight equipment;

the amountof suchfundsor of suchcommitmentshall be excludedfor thepurposeof the
limitations imposedby this section.

Section7.06. The Borrower shall pay or causeto be paid all taxesor fees, if any,
imposedunderthe laws of theGuarantoror laws in effect in its l~erritorieson or in con-
nectionwith theexecution, issue,delivery, registration, recordationor filing of theLoan
Agreement,GuaranteeAgreement,Mortgageor the Notes, or the paymentof principal,
interest or other chargesthereunder;provided, however, that the provisions of this
Sectionshall not applyto taxationof, or feesupon,paymentsunderany Note to aholder
thereof other than the Bank when such Note is beneficially ownedby an individual or
corporate resident of the Guarantor.

Section7.07. The Borrowershall pay or causeto be paid all taxesand lees, if any,
imposed under the laws of the United States or laws in effect in its territories on or in
connection with the execution,issue, delivery, registration, recordationor filing of the
Loan Agreement,GuaranteeAgreement,Mortgageor the Notes.

Section7.08. (a) The Borrower shall at all times maintain its existenceand right
to carry on operationsand shall, exceptas theBa~n1~shall otherwiseagree,useits best
efforts to maintainandrenewall rights, powers,privilegesandfranchisesownedor exer-
cised by it and necessaryor useful in the operation of its business.

(b) TheBorrower shall maintain its equipmentandproperty,andfrom time to time
makenecessaryrenewalsand repairsthereof, all in accordancewith soundmaintenance
or engineeringstandards.

(c) TheBorrowershall not, without theconsentof theBank,sell or otherwisedispose
of all or substantiallyall of its propertyandassetsor all or substantiallyall theproperty
includedin theProject,unlesstheBorrowershall first redeemandpay, ormakeadequate
provision satisfactoryto theBank for redemptionand paymentof, all of theLoan anti
the Notes which shall then be outstandingandunpaid.

Section7.09. The Borrower shall maintain insurancein respectof its aircraft fleet
with insurerssatisfactoryto theBankand/&by meansof its own fundssetasidepursuant
to arrangementssatisfactoryto theBank. Such insuranceshall be in suchform, in such
currencies,in suchamountsand againstsuchrisks as aresatisfactoryto theBank.
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Section7.10. The Borrower shall indemnify and protect the morigagees,tile Bank
and theholdersof theNotes from time to time outstandingagainstall claims arisingout
of or in connectionwith the useandoperationof thepropertysubjectto the lien of the
Mortgage.

A‘rtiele VIII

REMEDIES OF THE BANK

Section8.01. An Eventof Default shall be deemedto haveoccurred:

(i) If any event specified in paragraph(a) of Section 5.02 of the Loan Regulations

shall occur and shall continue for a period of thirty days; or

(ii) If any eventspecified in paragraph(b) of Section 5.02 of the Loan Regulations
shall occur and shall continuefor a period of five days; or

(iii) If any event specifiedin paragraph(c) of Section 5.02 of the Loan Regulationsshall

occurandshall continuefor a period of sixty days after noticethereofshall have
been given by the Bank to the Borrower; or

(iv) If any eventspecifiedin Section8.02 of this Agreementshall occurandbe continuing,

if an Event of Default shall happenand becontinuing, thenat any subsequenttime
during the continuancethereof, the Bank, at its option, maydeclare the principal of the
Loan and of all the Notes then outstandingto be due and payableimmediately, and
upon suchdeclarationsuchprincipal shall becomedueandpayableimmediately, anything
in this Loan Agreement, the GuaranteeAgreement, the Mortgage or the Notes to the
contrary notwithstanding.

Section8.02. The following arespecified as additional events for the purposesof
Section 5.02 (h) of the Loan Regulations:

(a) If the Guarantoror any governmentalauthority shall take any action for tue
dissolutionor disestablishmentof theBorrower or for thesuspensionof all or substantially
all of its operations; or

(h) If by actionof theGuarantoror of any governmentalauthority, theownership,
possessionor control of all or substantiallyall of the propertieswhich are included in tile
Projectshall betaken from the Borrower; or

(c) If theBorrowershall makean assignmentfor thebenefitof creditors,or by any
action indicate its approval of, consentto, or acquiescencein, the appointment of a
receiverfor theBorrower, or if a receivershall be appointedfor tile Borrower andshall
not be dischargedwithin 30 days; or if the Borrower shall be adjudicateda bankrupt,
or if any proceedingsshall be commencedby theBorrowerrelatingto theBorrowerunder
any bankruptcy, reorganization, arrangement,insolvency, readjustmentof debt, conser-
vation, receivershipor liquidation law or statuteof any jurisdiction ; or if any suchpro-
ceedingsshall beinstitutedagainsttheBorrowerandshall remainundiSmissedfor 30 days,
or if theBorrower shall by anyaction indicateits approvalof, consentto, or acquiescence
in, any such proceeding; or

(d) If an Event of Default as defined ~fl the Mortgage shall be existing.
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Article IX

MIScELLANEOUS

Section9.01. The Closing Date shall be September1, 1953,

Section9.02. A datesixty days after the date of this Loan Agreement is hereb’,
specified for the purposesof Section 9.04 of the Loan Regulations.

Sc’ction 9.03. The following addressesare specifiedfor the purposesof Section 8.01
of the Loan Regulations:

For tile Borrower: Koninklijke Luchtvaart Maatschappij N.V., Badhuisweg260,
TheHague, TheNetherlands,or KLM RoyalDutchAirlines, 572Fifth Avenue, New York
19, New York, United Statesof America.

For the Bank: InternationalBank for Reconstructionand l)evelopment, 1818 H
Street, N. W., Washington25, 1). C., United Statesof America.

IN WITNESS wHEREoF, the parties hereto, acting through their representatives
thereuntoduly authorized,have causedthis Loan Agreementto besignedin their respect-
lye namesanddeliveredin theDistrict of Columbia, United Statesof America, as of tilt’
day and year first above written.

International Bank for Reconstruction and Development

By R. L. GARNER

Vice President

Koninklijke Luchtvaart Maatschappij NV.

By E. R. DE VRIES

Authorized Representative

SCHEDULE I

AMORTIzATION SCHEDULE

Date Payment Due

July 1, 1953
January1, 1954
July 1, 1954
January1, 1955
July 1, 1955
January1, 1956

No. 2)189

Principal
Amount

Outstanding
Paymentof After Each
Principal Paymant DatePaymentDue

July 1, 1956
January 1, 1957
July 1, 1957
January1, 1958
July 1, 1958

Principal
Amount

Outstanding
Payment0! After Each
Principal Payment

$700,000
700,000
700,000
700,000
700,000

$
700,000
700,000
700,000
700,000
700,000

$ 7,000,000
6,300,000
5,600,000
4,900000
4,200,000
3,500,000

$2,800,000
2,100,000
1,400,000

700,000
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PREMIUMS ON PREPAYMENT

The following percentagesare specified as the premiums payableon repaymentin
advanceof maturity of any part of theprincipal amountof the Loan pursuant to Section
2,05 (b) of theLoan Regulationsor Section 5.14 (e) of this Agreement or on any prepay-
ment of any Note or portion thereof prior to its maturity pursuant to Section 5.14 of
this Agreement

Time of Prepaymentor Redemption Premium

Not more than six monthsbefore maturity ‘/2 of I %
More than six monthsbut not more than two yearsandsix months

before maturity ~ of 1 %
More thantwo yearsand six monthsbut not more than four years

and six months before maturity 1 %
More than four yearsand six months beforematurity 134 %

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The Borrower will carry out a two-year program of additions to and replacements
of its fleet of aircraft, involving expendituresof approximately $33,500,000. A total
of 23 new aircraft will be purchasedand placed in operation. The number and types
of aircraft to be procuredare as follows:

Description

7 DouglasDC-GB
9 LockheedConstellation l049C

I DouglasDC-GA Liftmaster
6 Convair~ 340

The programwill illciude tile purchaseof adequatespareparts for propermaintenance
and efficient operation of the new aircraft. Spareparts havingan aggregatevalueequal
to approximately 25 % of the cost of the airplanesincluded in the Project will be pur-
chased.

The necessarychangesin and additions to maintenancefacilities will be provided.

SCHEDULE 3

MODIFICATION OF LOAN REGULATIONS No. 4’

For the purposesof this Agreementtheprovisions of Loan RegulationsNo. 4 of the
Bank, dated December6, 1950, shall be deemedto be modified as follows:

See p. 216 of this volume.
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(a) The secondsentenceof Section 2.02 shall be deemedto readas follows:
“Suchcommitmentchargeshall accruefrom theEffective Date or from April 15,

1952, whichevershall be the earlier, or from suchother date as maybe agreedupon
between the Bank and the Borrower, to the respectivedates on which amounts
shall be withdrawn by theBorrower from the Loan Account as provided in Article IV
of the Loan Agreementand in Article IV of theseRegulations or shall be cancelled
pursuant to Article V of theseRegulations.”

(b) Section2.05 (b) shall be deemedto read as follows

“(b) The Borrower shall have the right, upon not less tilan 15 days’ prior notice
to the Bank, to repayin advanceof maturity all or any part of tile principal amount
of the Loan for which Bonds havenot beendeliveredpursuant to Article V of the
Loan Agreementupon paymentof all accruedchargesfor intereston such principal
amount and payment of the premium specified in said amortization schedule.
Except as the Bank and the Borrower shall otherwiseagree,any suchrepaymentshall

be appliedto theseveralmaturitiesof suchpart of theprincipalamount of tile Luau
in inverseorderof maturity.”

(c) In Section2,05(c) the reference to Section 6.16 shall be deemedto be a reference
to Section5.14 of Article V of the Loan Agreement.

(d) Section 3.01 shall be deemedto read as follows

“TheBankshall be underno obligationto permit the proceedsof tilt’ Loan to be
withdrawn in any currency except dollars.”

(e) Section 3.02 shall be deemedto read as follows

“Section 3.02. Currency in Which Principal, Interest and Other Charges Are
Payable. The principal of, and interest and other charges on, tile Loan shall be
payable in dollars.”

(f) Sections 3.03, 3.04 and 3.05 shall be deemedto be deleted.

(g) Section 4.01 and the last sentenceof Section 4,02 shall be deemedto be deleted,

(h) In Section5.02 (b) thewords“redemptionpriceof” shall bedeemedto he amended
to read “prepaymentpremium on”.

(i) In Section 5.05 the reference to Article VI shall be deemedto be a reference
to Article V of the Loan Agreement.

(j) Article VI shall be deemedto be deleted.

(k) The following proviso shall bedeemedto be addedat tile end of Section 7.04 (a

provided, however,that the provisions of this Section 7.04 shall not, except wit])
the consentof the Bank, be applicable to the Mortgage or any provisions thereot
or any rights or remediesof the Bank as mortgageethereunder.”

(1) In Section9.05 the words“on the redemptionof all Bonds called for redemption”
shall be deemedto be amendedto read : “on the prepaymentof all Bonds called for
prepayment.”
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(,n) Subparagraph10 of Section 10.01 shall be deemedto read as follows:

“10. The term ~Notest meansnotes executedand delivered by the Borrower
pursuantto Article V of the Loan Agreement; and such term includesany such
notes issuedin exchangefor, or on transfer of, Notes as hereindefined.”

(n) A new subparagraphshall be deemedto be added after subparagraph20 of
Section 10.01, reading as follows:

“21. The term ‘Mortgage’ shall have the meaning set forth in Section 6.01
of the Loan Agreement.”

(o) Schedule 1, Schedule2 and Schedule 3 shall be deemedto be deleted.

(p) Wherever used in the Loan Regulations, the term “Bonds” shall be deemed
to mean “Notes”.

SCHEDULE 4-A

FORM OF NOTE

$ Date:

KONINKLIJEE LUcHTVAART MAATSCI-IAPPJJ NV., a corporation organized and
existing underthe laws of the Kingdom of the Netherlands(hereinaftercalled the Com-
pany), for value received,herebypromisesto pay on the day of
to or on the order of at New York, New York,
the principal sum of Dollars ($ ), in such coin or currency
of the United Statesof America as at the time of payment is legal tender for public and
private debtsand to pay interestthereonfrom the date hereof at said
in like coin or currencyat the rate of % per annum, payable semi-annuallyon
January1 and July 1 in eachyear, until the principal hereof becomesdueand payable,
and on any overdue principal at the same rate per annum.

This noteis oneof thenotes(hereinaftercalled tile Notes) issuedor to be issuedunder
a Loan Agreement dated 1952, betweenthe Company and International
Bank for Reconstructionand Development (hereinafter called the International Bank)
providing for a loan (hereinafter called the Loan) in the aggregateprincipal amount
of $7,000,000and guaranteed by Kingdom of the Netherlandsin accordancewith tile
terms of a GuaranteeAgreementdated between Kingdom of the Nether-
landsand the International Bank. No referenceherein to said agreementsshall impair
the obligation of the Company, which is absoluteand unconditional, to pay tile principal
of andintereston this Noteat thetimesandplaceandin theamountsand in thecurrency
herein prescribed. The Notes and the portion of the Loan, if any, not evidencedby
Notesare or will be equally and ratably securedby a chattel mortgage,supplemental
chattel mortgagesand/or other security instruments executed and delivered and/or
to be executedand delivered by the Company to the InternationalBank and Tile Chase
National Bank of the City of New York, all as provided in said Loan Agreement.
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In certain eventsspecified in said Loan Agreement tile principal of all the Notes
thenoutstandingmay be declaredto be dueand payableimmediately as provided in said
Loan Agreement. This Note is subjectto prepaymentin whole or in part upon the
termsand in the mannerprovided in the Loan Agreement.

The principal of the Notes, the interest accruingthereon and the premium, if any,
on the prepaymentthereof shall be paid without deductionfor and free from any taxes,
imposts,leviesor duties of any naturenow or at any time hereafterimposedby Kingdom
of the Netherlandsor by any taxing authority thereof or therein and shall be paid free
from all restrictions of Kingdom of the Netherlands, its political subdivisions or its
agencies;provided,however,that theprovisionsof this paragraphshall not applyto the
taxation of paymentsmadeunder the provisions of any Note to a holderthereofother
than the Bank when suchNote’ is beneficially o~ne~by an individual or corporateres-
ident of Kingdom of the Netherlands.

Konmklijke Luchtvaart Maatschappij N.V.

By

SCHEI)ULE 4-B

IoRM OF GUARANTEE

The Kingdom of the Netherlands, for value received,as a primary obiigor and not

as surety merely, herebyabsolutelyand unconditionally guarantees,and pledgesits full
faith and credit for, the punctual payment of the principal of the within Note and the
prepaymentpremium and the interest thereon.

Kingdom of the Netherlands:

By

AuthorizedRepresentative
l)ated

SCHEI)ULE 5

PROPERTYTO BE SUBJECTEDTO LIEN OF TIlE MORTGAGE

Five model l049C airplanes of the Lockheed Constellation type, having factory
numbersand Netherlandsrcgistratioll marks as follows

Factory No. Registration .lfark

4501 PH-TFP
4502 PHTFR
4503 PHTFS
4504 PHTFT

4505 l’H-TFU
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OneDouglasairplanemodel DC-GA-1135 having factory number44,076 and Netherlands
registration mark PH-TGA. All suchairplanesshall include such airplaneengines,pro-
peller assemblies,appliances,communicationsequipment, instruments,accessories,parts
andequipmentasmay from time to time be installedthereinor appurtenantthereto,

Letter, dated20 March 1952, trom the Governmentof theKingdom of the Netherlandsto the
Bank concerningsovereignimmunity

NETHERLANDS EMBASSY

WASHINGTON 9. D. C.

March 20, 1952
FA/604

International Bank for Reconstruction
and Development

1818 H Street,N. W.
Washington 25, D. C.

Dear Sirs

In responseto your inquiry, I am instructedby my Governmentto advise you as
follows

I. Koninklijke Luchtvaart Maatschappij N,V. (K.L.M.) is a corporation organized
under Netherlandslaw and is subjectto suit in The Netherlandsand abroadpursuant

to the samerulesasapply to any other corporationorganizedunderNetherlandslaw.

2. K.L.M. is a juridical person separateand distinct from its shareholdersand none
of its shareholders(including the Kingdom of the Netherlands)can claim ownership
to any part of the propertyand assetsof K.L.M.

3. Regardlessof theextentto which theKingdom of theNetherlandsnow ownsor may
own in the future stock of K.L.M., K.L.M. is not entitled to sovereignimmunity and
accordinglythe Kingdom of the Netherlandswill not assertany sovereign immunity in
respectof K,L.M. or any of its property.

Very truly yours,
Dr. J, H. VAN R0IJEN

NetherlandsAmbassador
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