
AMERICAN AIRLINES, INC. 

New York 

December 12, 1939 

Messrs. Harold T. Ames 
Harry E. Benedict 
James Bruce 
Francis A. Callery 

Amon G. Carter 
Silliman Evans 
Chandler Hovey 
Davids. Ingalls 

I have discussed with Mr . R. S. Pruitt, our general 
counsel, the possibility, under the laws of the State of 
Delaware and under the laws of the other states in which 
American operates, of paying a dividend on behalf of American 
from the earnings of 1959, if the directors should elect to 
do so. 

For your information there is enclosed herewith copy 
of the opinion rendered by Mr. Pruitt with respect to that 
question. The opinion is self-explanatory. Under the conditions 
that are outlined in the opinion by Mr. Pruitt, I take it that 
the possibility of paying a dividend from the earnings of this 
year is precluded and that dividends will probably be precluded 

:;!in::~h time as the co;c C2 overcome by 

C. R. Smi h 
D President 



Mr. C.R. Smith, President 
American Airli nes, Inc. 
Jackson Heights, L. I., N. Y. 

Dear Mr . Smith: 

December 11, 1959 

I have your letter of December 8th, regarding the legality of the 
declaration and payment of a dividend to the stockholders of American Airlines, Inc. 
during the present year, and have also discussed this question with Mr. Callery. 

The Delaware Statute seems to permit the payment of such a 
dividend, notwithstanding the fact that the corporation has an earned surplus 
deficit, provided there are net profits for the present or preceding fi~cal year 
against which the dividend can be charged, and provided the corporation has no 
stock outstanding having a preference or priority over the stock on which the 
dividend is paid. 

While the payment of a dividend on the capital stock of American 
Air lines, Inc. under present circumstances seems to be legal in accorciance with the 
laws under which the corporation is organized, I cannot advise the directors of the 
corporation to take such action at this time on account of the provisions of the 
corporation laws of other states in which the corporation is qualified to transact 
business. Particularly, I refer to the laws of the State of New York, which 
absolutely prohibit the payment of dividends by any stock corporation where such 
payment will result in the impairment of the corporation's capital, or while its 
capital remains impaired. Section #114 of the Stock Corporation Laws of New York 
further provides that the officers, directors and stockholders of foreign corporations 
transacting business in t his State shall be liable under the provisions thereof to the 
full amount of any loss sustained by such corporations, for the making of unauthorized 
dividends, unlawful loans to stockholders or illegal transfers of the stock or 
property of the corporation. 

I am informed by New York attorneys that there have been several 
cases decided in the courts of the State of New York where officers and directors 
of a foreign corporation have been held liable under the New York law for the 
declaration of dividends which were legal according to the laws of the States where 
such corporations were organized, but illegal here because of the provisions of 
the Section referred to. 

Under the circumstances, I cannot advise the directors of 
American Airlines, Inc. to authorize the payment of dividends on the outstanding 
capital stock of the corporation, until such time as the earned surplus deficit 
has been eliminated, either through earnings or a recapitalization of the company. 

Sincerely yours, 

(Signed) R. S. Pruitt 

General Counsel 
American Airlines, Inc. 




