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REPORT TO THE STOCKHOLDER 

The Company's 1948 net loss was $2,894,000 as compared with $3,401,000 in 1947, 
after adjustments in the 1947 figure to make it comparable with that for 1948. How
ever, during the previous year there was a substantial tax "carry-back" refund which 
was not available during 1948. The 1947 loss before this tax refund was $6,426,000. 

The principal losses of 1948 occurred in the first quarter of the year. Operations 
for the last three quarters of 1948 were conducted at a profit. 

More passengers were transported in 1948 than in any previous year in the Com
pany's history, but the average length of trip was slightly less than in 1947. Rein
statement of service with the Douglas DC-6 was not completed until May. Pas
senger miles during the first 5 months were 16.2% below those for the same period 
of the previous year, but the traffic for the last 7 months was up and the decline for 
the full year was only 5.9%. 

The transition from prewar to postwar flight equipment is to be completed on 
March 31, 1949. American is now the only air line in the world which has acquired 
a complete fleet of new and more efficient planes. This not only improves the 
Company's competitive position but frees it from many heavy special and non
recurring expenses in connection with introduction of new equipment. Unit oper
ating costs on the new equipment are considerably lower than those of the types 
which have been retired. 

The trend during the last half of 1948 was especially encouraging and this trend 
has continued through the first part of 1949. Fourth quarter load factors were above 
those of the third quarter. There was a profit of $148,000 in December, the first 
December profit since 1944. 

On March 3, 1949 the Company completed three years of operations without a 
single passenger fatality. 



AND EMPLOYEES 

AMERICAN AIRLINES , Inc. 

REVIEW OF 1948 

% I ncrease 
or Decrease 

1948 
1948 1947* Over 1947 

WE RECEIVED 

FROM CUSTOMERS . $ 89,286,000 $ 81,731,000 + 9.2% 

WE SPENT 
OR PROVIDED FOR: 

Wages, Salaries and 

Related Expenses 45,397,000 43,341,000 + 4.7% 

Gasoline and Oil 13,634,000 9,587,000 +42.2% 

Goods and Services Bought 

from Others 5,652,000 5,012,000 + 11.3% 

Obsolescence of Facilities 12,137,000 9,965,000 +21.8% 

All Other Expenses 15,360,000 20,252,000 -24.2% 

$ 92,180,000 $ 88,157,000 + 4.6% 

Loss before Federal Tax Refund $ 2,894,000 $ 6,426,000 -55.0% 

Less: Federal Tax Refund 3,025,000 

Net Loss $ 2,894,000 $ 3,401,000 -14.9% 

Number of Passengers 2,817,000 2,784,000 + 1.2% 

Number of Passenger Miles . 1,353,043,000 1,437,870,000 - 5.9% 

Mail Ton Miles . 8,210,000 7,013,000 + 17.1% 

Scheduled Air Cargo Ton Miles 28,735,000 17,865,000 +60.8% 

*For changes from figures published in 1947 
Annual Report see Notes 6 and 8 on page 21. 
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J F M A M J J l O R D 

PERCENT OF TOTAL PASSENGER 
MILES FL OWN BY MONTHS 

REVENU ES 
Total operating revenues were $89,286,000, the 

highest in the history of the Company. 
A new record for passengers transported, 

2,817,000, was established. The average ticket sale 
was for 480 miles. Due to the shorter distance of the 
average journey, passenger miles were 1,353,043,000 
for 1948, compared with 1,437,870,000 for 1947. 

There was a substantial increase in air mail vol
ume, in which air parcel post is included. Ton miles for 
1948 were 8,210,000, compared with 7,013,000 for 

TON MILES 

e;.'!!=2====~~==~ 30,000,000 E!:::::::~!:::::1 

1947, an increase of 17%. Mail revenue was $4,769,000, 
compared with $3,172,000 for the previous year, an 
increase of $1,597,000. Some of this was accounted for 
in increased tonnage transported and part of it came 
from an increase during the year in the temporary 
mail rate. 

Our effort in the field of air cargo was aggressive 
-the figures show the result. Scheduled air cargo 
totaled 28,735,000 ton miles in 1948, compared with 
17,865,000 in 1947, an increase of 60.8%. Revenue was 
$6,491,000 in 1948, compared with $4,932,000 in 
1947, an increase of $1,559,000. The addition of 
charter freight increased these totals somewhat. 

EXPENSES 
The trend in the cost of producing air transporta

tion was highly encouraging. In spite of the constant 
rise in costs, including salaries and wages, fuel, mate
rials, and other elements going into production cost, 
the trend during the past two years has been toward 
a lower "per ton mile" cost, with consequent lowering 
of the "break even" load factor. The following table 
explains that trend: 

1940 '41 '42 '43 "" ~45 '4& '47 '48 

MAIL TON MILES 
1948 '41 '42 '43 '44 '45 '46 '47 '48 

CARGO TON MILES 
1940 '41 142 '43 '44 '45 '46 '47 '48 

PASSENGER MILES 



1946 
1947 
1948 

Operating Expense 
per Avai lable 

Ton Mile Flown 

Breakeven 
Passenger 

Load Factor 

Last 6 Mos. 1948 .. 

30.6c 
31.2c 
28.8c 
27.3c 

82% 
74% 
62% 
57% 

There was during the year a constant improve
ment in the efficiency and economy of the operation 
and that trend will continue into 1949. In addition 
substantial benefits from more efficient flight equip~ 
ment were realized in 1948 and even greater benefits 
from this source will be available in 1949, as the pro
gram for replacement of obsolete aircraft with more 
modern types is carried forward and completed. 

Charges for depreciation and obsolescence 
amounted to $12,137,000 in 1948, an increase of 
$2,172,000 over 1947. This resulted from higher fleet 
value and to some extent from a duplication of charges 
during the equipment transition period. The passenger 
fleet will soon consist of two types only. Charges for 
depreciation and obsolescence will be lower in 1949 
than in the year 1948. 

A substantial increase in operating charges came 
from an increase in the bill for fuel and lubricants. 
This was $13,634,000 in 1948; $9,587,000 in 1947, an 
increase of $4,047,000. Most of this came from an 
increase in the cost of gasoline. It seems reasonable 
to anticipate that there will be no increase in the price 
of gasoline during 1949; perhaps there may be some 
reduction. If so, there will be direct effect on the cost 
of operation. 

The increase in four items (payroll expense, fuel 
and oil, depreciation, and materials and services pur
chased) totalled $8,915,000 while total expenses in
creased only about $4,023,000. Thus the total of all 
other expense items decreased very substantially. 

1946 1947 1948 1948 
LAST 6 
MONTHS 

BREAK EVEN 
PASSENGER 
LOAD FACTOR 

N ON-RECURRING EXPEN SES 

There is a continuing program to consolidate the 
work to be performed, to increase its efficiency and to 
lower the cost of its performance. There will be bene
ficial results from this during 1949. 

The principal overhaul functions, aircraft, engine 
and instrument, are being consolidated at the Tulsa 
plant, a highly efficient establishment, well located 
with respect to the American Airlines system. One 
engine overhaul plant in the Southwest was closed and 
the functions consolidated with Tulsa during the year. 
Another engine overhaul plant in the East has been 
closed and the work moved to Tulsa during the early 
part of 1949. There will be resulting economies through 
the availability of "line production" methods of 
overhaul. 

All of the flight crews needed to be trained and 
checked out on the new equipment, the engineers and 
mechanics needed to learn the new methods required 
for its operation, and the ground personnel required 
training in the improved method of operation av~ilable 
through use of the more efficient airplanes. The re
quirement was large and it was important that it be 
accomplished without delay. For that reason American 
established a system training school at the Ardmore 
Air Base, one of the best equipped and most modern 
in the industry. Through this school have gone the 
personnel of American. 

This program is now largely completed. There 
will continue to be the requirement for periodic train
ing but the basic training has been accomplished. 
There will be no need for the continuation of a school 
of this size and cost and it will be discontinued during 
the early part of 1949. Periodic training will continue 
at other bases already available in the system. 

The record of Ardmore Training School has been 
outstanding, meriting the approval and commenda
tion of the industry and of the government depart
ments supervising air transport operation. Its cost has 
been high but the results have justified the expendi-
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tures made. The entire expense was charged to operat
ing expenses as incurred. A high proportion of the 
costs for training in 1947 and 1948 will be non
recurring in 1949 and 1950. 

ADDITIONAL EXPENSES 

Payroll costs for 1949 will be higher than for 
1948, due to salary and wage increases. 

The Civil Aeronautics Board has also required the 
addition of a flight engineer for the operation of the 
DC-6 airplane, a requirement with which the Com
pany did not and does not agree. The cost of additional 
personnel for that purpose will exceed $1,000,000 
per annum. 

FARES AND RATES 
It is not anticipated that there will be any gen

eral increase in passenger rates during the year. There 
may be some adjustment of rates between long-haul 
and short-haul rates, to better equalize the relative 
cost of providing the service, but its effect upon the 
individual ticket will not be large. 

The Company has consistently held that the trend 
of air rates should be down, not up. The decreased pur
chasing power of the dollar and the consequent effect 
on costs has made that objective difficult of accomplish
ment during the past several years, but air transporta
tion rates still remain below many in effect prior to 
the war and the general level is fair when compared 
with the substantial increases in the prices of other 
services purchased. There may be opportunities for 
reduction of rates in the future if values stabilize and 
projected economies are realized from the availabil
ity of more efficient equipment. 

The Company devised and instituted the Ameri
can Family Fare Plan, a new sales program designed 
to improve the load factors on chronically light days 

of the week. The results of the program have exceeded 
expectation and the plan has been in large part 
adopted by the industry. It has increased revenue, 
broadened the field for air transportation and has been 
well received by the public. The Plan will be con
tinued during the early part of the year; whether or 
not it will be continued all of the year remains to 
be determined. 

STATUS OF THE INDUSTRY 
One of the basic economic problems of the indus

try for the past several years has been the willingness 
of the Civil Aeronautics Board to permit uneconomic 
paralleling of services operated, creating in the name 
of competition many elements of wasteful competi
tion, with consequent ill effect on the industry and, in 
the long run, ill effect on the traveling public. All of 
this cannot be blamed on the Civil Aeronautics Board, 
for most of the air carriers asked for the extensions 
they received. But, whoever was to blame, there needs 
to be better attention to basic economic factors before 
authorizing endless duplication of service. All in the 
industry are hopeful that the worst days of this period 
are over and that route extensions in the future will 
be granted only when there is adequate proof that 
they are reasonably required by public convenience 
and necessity. 

The Civil Aeronautics Act provides that services 
on scheduled basis cannot be undertaken unless the 
applicant for the service has proven public conven
ience and necessity for the service to be operated. 
Many of the non-scheduled carriers have disregarded, 
sometimes with impunity, the requirements for such 
approval. The transcontinental field especially has 
been flooded with new names of "operators", the finan
cial ability and operating experience of which are not 
well known to the Civil Aeronautics Board. Not only 
have these carriers been able to operate without meet-
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ing what we believe are the requirements of the Act, 
but many of these were operated at variance with the 
requirements of the Board. In addition, the Board has 
not required of the carriers the same operating stand
ards required of the scheduled airlines. 

The transportation of passengers and property by 
air is an assignment of great public responsibility. All 
carriers which engage in that service should be re
quired to abide by the same laws and regulations; 
there is no justification, in our opinion, for having one 
standard of operation for the established air lines and 
an entirely different standard for those who operate 
on a more itinerant basis. The Civil Aeronautics Board 
should better administer the law on an equal ba
sis with respect to all who engage in air transporta
tion. Some of the recent accidents of the non-scheduled 
carriers have gained attention in the press, and they 
have occurred under conditions which have been sad
dening indeed. Such accidents damage public confi
dence in all forms of air transportation, and to the 
extent that they can be avoided or eliminated by uni
form application of the law they, obviously, should 
be avoided. 

DEPENDABILITY OF 
OPERATION 

Air transportation must not only be timesaving 
and safe but there must be a continuing trend toward 
entire dependability of schedule performance. Sub
stantial progress in dependability was accomplished 
in 1948 and this trend will continue. American is most 
fortunate in the ability and experience of its flight per
sonnel. There is today no pilot assigned as Captain on 
American Airlines with less than 8 years' flying experi
ence with the Company, and the average length of 
service is over 13 years. With this wealth of experi
ence and with the most modern fleet in the industry, 
American Airlines will attain a high level of com
parable dependability in the industry. 

In addition to the experience of its men and the 
worth of its equipment, American Airlines has secured 
substantial advantage in its operation from the mod
ernization of the airways system. All of the principal 
airports served by American are equipped with ILS 
(Instrument Landing System), all of its aircraft are 
equipped with instruments designed for operation 
with ILS and all of its crews have been trained and 
checked out on modern ILS operation. The result has 

been a high degree of safety in operation and a con
tinuing trend toward entire dependability of opera
tion. It will be quite some time before landings can be 
accomplished with minimum ceiling, but the trend 
toward entire dependability has been most encourag
ing and it has been accomplished with unparalleled 
safety. 

SAFETY OF OPERATIONS 
On March 3, 1949 American completed three 

years of operation without a single passenger fatality. 
More than 4,000,000,000 passenger miles were oper
ated during those years. Those 4,000,000,000 passenger 
miles were more than the total operated by the Com
pany prior to March 3, 1946, a period of some eighteen 
years. This, with due modesty, is an outstanding per
formance, due in large degree to the high standards 
demanded of the operation and the oustanding skill 
of the individuals in the company who have partici
pated in it. They have our respect and gratitude; we 
are sure that they have yours. 
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AIRCRAFT 
The airplane is the principal element in "Equipment and Tools" for the manufac

ture of air transportation, and the cost of production is most substantially affected by the 
efficiency of the aircraft available to the operator. 

American Airlines has consistently followed the policy of securing for its fleet the 
most modern and efficient aircraft available and the result of that policy has never been 
clearer than in the present situation. 

The DC-3 has been a reliable airplane but it is slow and its production costs have 
been high. The DC-4 being of more modern vintage has characteristics superior to the 
DC-3 but it, too, has been outmoded for passenger transportation by superior types. For 
that reason American has already retired all of the DC-4' s from its passenger fleet and it will 
complete retirement of the DC-3 by the end of March,1949. From and after that time all 
passenger transportation will be accomplished with the most modern aircraft available, 
the DC-6 for long-range transportation, and the Convair for short-range transportation. 

Not only are there beneficial effects upon operating cost coming from the introduction 
of superior types but premised upon the superior speed and comfort of the newer aircraft, 
there is substantial sales advantage. 

By the end of March the re-equipment program of American ~ill have been com
pleted. The completion of this program will widen the margin of leadership of American 
and will provide additional opportunities for more economical and profitable operation 
and for higher load factors. 

Not only has American secured a highly efficient fleet well in advance of other com
panies in the industry but American placed its orders for aircraft at a time when produc
tion costs were much lower than at present, resulting in highly advantageous prices for the 
equipment it has purchased. It is reasonable to anticipate that there will be lasting advan
tage to the Company in its comparable operating costs due to the lower charges for depre
ciation and obsolescence which it must bear when compared with others in the industry. 

After intensive and extensive service experience with the DC-6 in 1947 it became 
apparent that there should be some engineering modifications of the airplane. The Com
pany tackled the problem in forthright fashion, took the airplanes out of service for a period 
of 4 months, utilized the services of the best engineers, and with the whole-hearted coop
eration of the manufacturer prepared and put into effect a program of modification to 
eliminate the deficiencies ascertained. All DC-6's were back in service by May of 1948 
and their record since has been outstanding. The DC-6 is a highly efficient, well-tested, 
dependable aircraft. 

The Convair has measured up to expectations. It is the mo~t efficient twin-engined 
transport available for our operation. It is fast, dependable, economical and comfortable. 
Its passenger appeal is outstanding and it has gained and merited a position of confidence 
and approval with the traveling public. 

American will continue the operation of the DC-4 in air freight service. No better air
plane is today available for that purpose and its operation will be continued until a more 
efficient type is available. 



TRANSPORTATION TAX 
Air transportation is a part of national air power. 

As such , many proposals have been made in the Gov
ernment with the purpose of strengthening air trans
portation. Perhaps the greatest benefit would be the 
elimination of the excise tax on transportation, on both 
passengers and cargo. With the elimination of that tax 
the companies could strengthen themselves, by in
creasing their business and their economic ability, and 
by decreasing any dependence on other forms of gov
ernment assistance. 

The transportation tax is an inequitable tax in 
peace time. It was authorized, during the war, with 
the principal purpose of discouraging travel. It had 
a worthwhile effect during the war but it has been 
carried forward to the days of peace, with ill effect 
upon all forms of transportation and with an inequi
table burden on the traveler and shipper. 

All of those interested in strong national trans
portation systems, whether they be air or surface 
forms, should continue their effort to have the excise 
tax on transportation repealed. 

FINANCE 
It is anticipated that funds available to the com

pany will be sufficient to meet its commitments with
out additional financing during the year. A bank credit 
of $7,500,000 is available to the company, presently 
effective until June 15, 1949, but on the basis of pres
ent predictions it is not anticipated that the funds will 
be required. 
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AMERICAN OVERSEAS AIRLINES 
On December 13, 1948 an agreement was com

pleted for the sale of the assets of American Air
lines' subsidiary, American Overseas, to Pan Ameri
can, in return for its stock and the assumption of 
A.O.A. commitments and liabilities. American Over
seas Airlines, Inc. would then be dissolved. American 
Airlines has loaned its subsidiary $1,500,000 and is 
committed to lend it a maximum of $1,500,000 more 
up to October 31, 1949 if the additional funds are 
required. 

It is evident that American Overseas will in the 
future require additional capital, and, if so, it must 
secure most of that from its principal stockholder, 
American Airlines. American Airlines presently has no 
additional funds for that purpose and presently has no 
source from which it can reasonably secure such addi
tional funds. The Company's investment in A.O.A. as 
of December 31, 1948 was approximately $11,670,000 
in addition to $1,500,000 in subordinated notes. 

In addition, it has long been evident that the pat
tern of service on the North Atlantic, where the opera
tion of American Overseas is conducted, is not logical, 
in that more competition between U. S. carriers has 
been provided in that area than the volume of poten
tial business or the national interest will require or 
justify. There are presently three U.S. carriers com
peting in that area, in addition to 5 foreign flag car
riers. Two U. S. flag carriers in North Atlantic service 
should be sufficient. 

In addition, it is the opinion of the Company that 
the potential rate of earnings to American Overseas 
is not in keeping with the economic risk, especially 
in view of foreign currency restrictions and the proba
bility of loss from that source and from fluctuations in 
the dollar value of foreign currencies. 

The investment in Overseas was made immedi
ately after the war, when it was anticipated that busi
ness in Europe would have substantial revival, that 
there would be free flow of trade and travel and that 
total volume of business might justify the carriers au
thorized to operate in the North Atlantic field. The 
revival of normal trade and commerce with Europe 
has, for the many reasons with which you are familiar, 
been slow and its further recovery in the future is 
difficult to predict. 

From the standpoint of the national interest, we 
would be better off with two U. S. flag carriers on the 
North Atlantic instead of three. From the standpoint 
of American Airlines, under present conditions, it 
would be sensible to concentrate our capital and our 
effort in the domestic field. 

The agreement must receive the approval of the 
Civil Aeronautics Board. Hearings will be held as soon 
as possible and we hope and expect that the transac
tion will be approved, for we believe it to be in the 
national interest. 

The accomplishments of American Overseas Air
lines, Inc. have been outstanding. It has performed an 
excellent service, with high standards of safety, with 
good marks for relative economy of operation, and 
with good reputation with the traveling public. It is 
not for the reason that we lack faith in the ability of 
the personnel of American Overseas that we recom
mend merger of the operation with Pan American; it 
is rather for the reasons which we have indicated 
earlier in this discussion. 

The stock of Pan American, if and when received 
by American Airlines, Inc., will be held in a voting 
trust until some future time when it is anticipated that 
it will be sold and the proceeds utilized in the domes
tic business of the company. 



PERSONNEL 
The great basic values of an air transportation 

system are: 1) Its certificated routes, which represent 
its opportunity for operation and sales, and profit; 2.) 
Its equipment and its relative efficiency as compared 
with other companies in the industry, for the efficiency 
of its plant determines its production cost; 3.) The 
ability, training, experience and spirit of its employees. 

In all of these categories American, we believe, 
compares favorably with others in the industry. It 
is especially fortunate in the worth of the personnel 
available to the company. More than four thousand of 
the men and women with the company have worked 
for American five years, nearly one thousand more 
than ten years, and about four hundred more than fif
teen years. The accomplishments of American are the 
accomplishments of its people. American is the leader 
and they have contributed the spirit which has made 
that leadership possible. 

The Company believes in utilizing the experience 
of its people. During the year 635 suggestions for the 
improvement of the service were accepted, all merit
ing cash and other awards in keeping with their rela
tive merit. Several of them resulted in awards of 
$1 ,000. 

The Company has long made available to the 
employees a Five-Way Security Plan, providing insur
ance against death, sickness, accident, hospital bills 
and surgery. This is available not only to the employee 
but, in many cases, to members of his family: Nearly 
all of the employees participate, and their participa
tion has been of benefit to their security. During 1948 
more than $500,000was paid out for established claims. 

The Company was one of the first to institute 
a Retirement Benefit Plan, in which nearly all of the 
eligible employees participate, providing retirement 
benefits well above the average for the industry. 

The employees operate a Credit Union where 
loans may be secured for provident purposes. The ac
cumulated savings available to the fund presently total 
some $600,000 provided by more than 5,000 members 
who participate in the Credit Union. 

ORGANIZATION CHANGE 

Mr. Ralph S. Damon resigned as President and 
Director of American Airlines on January 19, 1949. 
Mr. C. R. Smith, formerly Chairman of the Board, was 
elected President and the office of Chairman of the 
Board was discontinued. 

COMPANY SERVICE RECORD 
46 

330 
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DISTINGUISHED SERVICE AND MERIT AWARDS 
The people of American have accomplished many outstanding deeds. The Company recognizes 

their accomplishments. We take pride in listing detail of the awards for 1948; I am sure that you 
share with us the high respect in which we hold these men of courage, initiative and merit. 

DIS Tl NG U IS HE D SERVICE AW ARDS: Involving Extraordinary Courage or Valor 

KENNETH S. CRATSLEY -For courage displayed in preventing prob
able damage to aircraft and possible injury to passengers. Washington, 
D. C., September 26, 1947. 

HAROLD W. BARENZ and ARTHUR H. DOEHNE-For bravery in 
fighting a gasoline fire, which occurred during fueling and loading 
operations of a DC-6 Flagship. LaGuardia Field, N. Y., June 24, 1948. 

AW ARDS OF M ER IT: For Meritorious Service or Outstanding Achievement 

1: 
A"1[1ll(AN 
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GLENN BRINK-For astute application of engineering analysis in estab
lishing promptly the cause of two DC-6 fires. Los Angeles, California, 
November 1947-February, 1948. 

MACK C. THOMPSON - For extraordinary inventive ability, and its 
application to flight training problems. Ardmore, Oklahoma, July, 1947 
-February, 1948. 

LORING B. SMITH-For unusual devotion to duty in preventing prob
able major wind-storm damage to aircraft. Syracuse, New York, Febru
ary 14, 1948. 

PETER E. KRAGHT-For his contribution to the advance of aviation in devising a simplified method 
of obtaining flight planning data from upper air charts. New York, N. Y., 1947-1948. 

ERNEST A. CUTTRELL (Captain)-For his pioneer work as a pilot in achieving outstanding advances 
in the field of all-weather flying. 1935-1948. 

DONALD M. MATHESON-For initiative in designing and manufacturing maintenance aids for 
American's Flagships. Los Angeles, California, 1943-1948. 

ERICH BLEICH (A.O.A.)-For outstanding devotion to duty while in charge of Flight Operations 
during the difficult period of the Berlin-Frankfurt Airlift. Frankfurt, Germany, 1948. 

EDMUND A. BONIFACE-For initiative and engineering knowledge in conceiving and carrying to 
completion increased rating tests on the Convair engines. Tulsa, Oklahoma, 1948. 



THE STOCKHOLDER 
35,000 men and women own stock in American 

Airlines. Stockholders owning less than 50 shares 
comprise 40% of the Common stockholders, 59% of 
them hold less than 100 shares, and 85% less than 200. 
They reside in the 48 states of the Union; 35% are 
women, 53% are men and others hold stock in joint 
accounts. 

Each of you should continue to be a salesman for 
the Company; by doing so you will contribute to 
the further advance and growth of the Company in 
whose financial success you will participate. The prod
ucts of American Airlines are fine products; you can 
recommend them with confidence and we will un
dertake to deliver an outstanding service, in keeping 
with your expectation and recommendation. 

THE YEAR OF 1949 
The basic factors indicate that 1949 will be a 

year of opportunity for American, and we antici
pate that it will be a good year, a year in which Ameri
can will increase its margin of leadership and oper
ate with profit. We shall do everything possible to 
insure that for you . 

New York, N. Y. 
March 17, 1949 

Sincerely yours, 

President 



--- ---------- ----- - - ---, -, __ ....,,. , ... 
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AMERICAN AIRLINES, INC. 

AT DECEMBER 31, 1948 

CURRENT ASSETS: 

Cash 
U. S. Government securities (short term) at cost 
Accounts receivable (less reserve: 1948-$164,643; 1947-$147,230) 
Federal "carry-back" tax refund receivable 
Inventories of materials and supplies, at the lower of cost or market 

TOT AL CURRENT ASSETS . 

INVESTMENTS AND SPECIAL FUNDS, AT COST: 

Investments in and advances to subsidiaries not consolidated ( Note 1) : 
American Overseas Airlines, Inc .. 
Other 

Special deposits 
Miscellaneous investments . 

FLIGHT EQUIPMENT, AT COST (Note 2) 

Less: Reserve for obsolescence and depreciation (Note 2) 

LAND, BUILDINGS AND OTHER EQUIPMENT, AT COST 

Less: Reserve for depreciation . 

DEFERRED CHARGES: 

. Unamortized debenture discount and expense 
Prepaid rents, insurance, etc .. 

Dec. 31, 1948 

$ 12,386,177 
3,166,307 

12,112,405 

1,662,924 

$ 29,327,813 

$ 13,169,783 
1,536,000 

385,046 
625,941 

$ 15,716,770 

$ 81,880,544 

24,615,418 

$ 57,265,126 

$ 19,894,270 

6,920,057 

$ 12,974,213 

$ 541,138 
1,301,101 

$ 1,842,239 

$117,126,161 

Reference is made to the accompanying Notes on page 21. 

Dec. 31, 1947 

$ 8,128,697 
8,164,768 

11,953,371 
3,647,000 
1,888,616 

$ 33,782,452 

$ 13,165,186 
1,511,000 

1,158,085 
353,277 

$ 16,187,548 

$ 73,381,324 

18,151,769 

$ 55,229,555 

$ 19,815,259 

5,247,055 

$ 14,568,204 

581,626 
1,433,338 

$ 2,014,964 

$121,782,723 



CONSOLIDATED SUBSIDIARY 

AND DECEMBER 31, 1947 

CURRENT LIABILITIES: 

Accounts payable . . . 
Accrued salaries and wages 
Other accrued liabilities 
Air travel plan subscribers' deposits 

TOTAL CURRENT LIABILITIES . 

UNEARNED TRANSPORTATION REVENUE . 

3% SINKING FUND DEBENTURES, DUE JUNE 1, 1966 
(Sinking fund requirement-$1,350,000 per year commencing June 1, 1951) . 

CAPITAL STOCK: 

Preferred stock, par value $100 per share: 
Authorized . . . . . . . . 
Issued and outstanding ( 3Jf% cumulative convertible) 

Common stock, par value $1 per share: 
Authorized . . . . 
Issued and outstanding 
Reserved: 

For conversion of 3½% cumulative convertible 
preferred stock at $21 per share . . . 

For exercise of option expiring June 1, 1950 
at $11.70 per share 

Employees stock, par value $1 per share: 
Authorized . . . . 
Issued and outstanding 

PAID-IN SURPLUS (no change for 1948 or 1947) 

EARNED SURPLUS (per accompanying statement) (Note 3) 

Number 
of Shares 

600,000 
400,000 

12,000,000 
6,452,835 

1,904,762 

250,000 

500,000 
None 

COMMITMENTS AND CONTINGENT LIABILITIES (Note 4) 

Dec. 31, 1948 

$ 

$ 

11,638,216 
647,865 

1,370,264 
4,978,450 

18,634,795 

1,291,966 

40,000,000 

40,000,000 

6,452,835 

6,159,654 

4,586,911 

$117,126,161 

Reference is made to the accompanying Notes on page 21. 

Dec. 31, 1947 

$ 

$ 

12,259,488 
1,054,895 
1,174,948 
5,116,150 

19,605,481 

684,171 

40,000,000 

40,000,000 

6,452,835 

6,159,654 

8,880,582 

$121,782,723 
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AMERICAN AIRLINES, INC. AND CONSOLIDATED SUBSIDIARY 

g;~ ofrri~"dated #nconw 
mnd <EoMWd g;Ullftltm 

FOR THE YEARS ENDED DECEMBER 31, 1948 AND 1947 

OPERATING REVENUES: 
Passenger . . 
Mail (Note 5) . 
Express 
Freight 
Other 

OPERATING EXPENSES: 
Flying operations . . . 
Ground operations 
Maintenance and repairs 
Passenger service . . . 
Traffic and sales . . . 
Advertising and publicity 
Social security taxes, retirement benefit plan, etc. 
General and administrative . . . . . . . . 
Provision for obsolescence and depreciation (Note 6) 

INCOME DEDUCTIONS 0(NET): 
Interest expense (Note 7) . . . . . . . . . . . 
Loss on cancellation of aircraft purchase contract (Note 8) 
Other deductions . 
Other income . . . . . . . . . . . . . . . 

FEDERAL "CARRY-BACK" TAX REFUND 
NET LOSS FOR YEAR (Note 5) . . . . 

EARNED SURPLUS : 
Balance at beginning of year . 

Deduct: Dividends paid on 3)~% cumulative 
convertible preferred stock . . . . 

Add: Reversal of balance remaining in reserve for 
transition to peacetime operations as of December 31, 
1947 (Note 8) . . . . . . 

Balance at end of year (Note 3) 

Year Ended 
Dec. 31, 1948 

$76,861,942 
4,769,376 
1,880,629 
4,623,121 
1,150,901 

$89,285,969 

$22,015,268 
15,256,745 
17,522,393 

6,074,487 
8,414,259 
3,339,906 
1,698,423 
4,682,489 

12,137,052 
$91,141,022 
$ (1,855,053) 

$ 1,091,740 

302,030 
355,152) 

$ 1,038,618 
$(2,893,671) 

$(2,893,671) 

8,880,582 

$ 5,986,911 

1,400,000 

$ 4,586,911 

$ 4,586,911 

Reference is made to the accompanying Notes on page 21. 

Year Ended 
Dec. 31, 1947 

$71,255,221 
3,172,053 
1,923,383 
4,092,532 
1,288,171 

$81,731,360 

$18,939,326 
14,641,277 
17,485,926 

6,288,015 
9,070,534 
2,464,008 
1,809,107 
5,120,790 
9,965,357 

$85,784,340 
$ (4,052,980) 

$ 768,984 
1,690,693 

337,838 
( 424,729) 

$ 2,372,786 
$(6,425,766) 

3,025,000 
$(3,400,766) 

12,396,916 
$ 8,996,150 

1,400,000 

$ 7,596,150 

1,284,432 

$ 8,880,582 



AMERICAN AIRLINES, INC. AND CONSOLIDATED SUBSIDIARY 

NOTES TO FINANCIAL STATEMENTS 

Note 1: At December 31, 1948 the Company 
owned approximately 62% of the capital stock of 
American Overseas Airlines, Inc. and $1,500,000 of 
the latter's long term notes subordinate to its bank 
loans. The Company's proportionate interest in 
Overseas' operating results is not now determinable, 
as the Civil Aeronautics Board has not yet estab
lished final airmail rates for Overseas retroactive to 
January 1, 1946. The Company anticipates that 
establishment of such final rates will result in a net 
profit for Overseas for 1948 and 1947 and for the 
entire period from date of acquisition (July , 1945) 
to D ecember 31 , 1948. Reference is made to Page 12 
hereof regarding proposed sale of Overseas' assets 
and business to Pan American Airways, Inc. and 
proposed dissolution of Overseas. 

The Company's proportionate interest in the 
undistributed net income of other subsidiaries not 
consolidated ( which are wholly-owned) was not 
material in amount for 1948 or 1947, or for the 
periods from dates of acquis ition to D ecem h er 
31, 1948. 

Note 2: At December 31, 1948 flight equip
ment less reserves for obsolescence and depreciation 
include $4,522,000 in respect of DC-3 and DC-4 
passenger aircraft and related flight equipment 
which have been, or will during the early months of 
1949 be, superseded by DC-6 and Convair flight 
equipment. $1 ,398,950 was realized on DC-3 and 
DC-4 flight equipment sold from January 1 through 
February 15, 1949 and the balance of such equip
ment is expected to be sold by the end of 1949. The 
net proceeds from such sales are expected to approx
imate the net book value of such equipment. 

Note 3: Under the terms of the outstanding de
bentures and preferred stock, cash dividends may 
be paid on the common stock only to the extent that 
the Company's earned surplus exceeds $10,640,742 
minus the net proceeds from any future sales of stock 
junior to the presently outstanding 3)\% cumulative 
convertible preferred stock. Consequently none of 
the earned surplus at December 31, 1948 is pres
ently available for the payment of cash dividends on 
the common stock. 

Note 4: At December 31, 1948 the Company 
had outstanding commitments for the purchase of 
flight and other equipment requi ring aggregate ex
penditures of approximately $3,500,000. It is antici-

pated that all of such expenditures will be made 
during 1949. 

The Company is obligated, under agreement as 
amended February 17, 1949, to loan American Over
seas Airlines, Inc., at its request, $1,500,000 against 
long term notes subordinate to Overseas' bank loans. 

Note 5: U. S. airmail revenue has been accrued 
on the basis of rates fixed by the Civil Aeronautics 
Board. The Company has appealed to the Board for 
an increase in rates for the entire year 1948, as well 
as for a part of 1947, but it is not possible at this 
time to determine the amount, if any, of additional 
mail revenue which may be received. 

Note 6: To conform to the position taken by 
the Civil Aeronautics Board in rate matters , the 
Company suspended depreciation on DC-6 flight 
equipment during the early part of 1948 while such 
equipment was temporarily withdrawn from service, 
thereby decreasing by $940,770 the provision for 
obsolescence and depreciation charged to 1948 in
come. To conform to the new policy, depreciation 
of $467,703 provided on DC-6 flight equipment 
while temporarily withdrawn from service during 
the latter part of 1947 has been retroactively re
versed in the accompanying statements for 1947. 

Note 7: The amounts shown as interest expense 
in the statements of consolidated income are exclu
sive of interest capitalized ($167,866 in 1948 and 
$431,016 in 1947) to reflect the cost of financing the 
acquisition of equipment and facilities prior to date 
of utilization in operations. 

Note 8: In accordance with the recommenda
tion of the Securities and Exchange Commission 
the loss on cancellation in February 1947 of a con
tract to purchase Republic Rainbow airplanes, 
amounting after applicable Federal "carry-back" tax 
refund to $905,693, has been treated in the accom
panying statements for 1947 as a charge to income 
instead of to the reserve for transition to peacetime 

. operations to which the charge was made in the 
Company's annual report for 1947. Losses during 
1947 on disposal of surplus and superseded aircraft 
parts, amounting after applicable Federal "carry
back" tax refund to $675,112, remain charged to the 
reserve for transition to peacetime operations and 
the balance in this reserve has been retroactively 
transferred to earned surplus in the accompanying 
statements for 1947. 
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~A,NSA,S CITY 
LOS A,NGELES 

PHILADELPHIA, 
PITTSBURGH 
TULSA 

ARTHUR YOUNG & COMPANY 

A CC O U NTANTS AND AUDIT O RS 

I CE DAR S TREET 

NEW YORK 5, N. Y. 

To the Board of Directors and Stockholders 

American Airlines, Inc. 

We have examined the consolidated balance sheets of American Air

lines, Inc. and Consolidated Subsidiary at December 31, 1948 and Decem

ber 31, 1947 and the related statements of consolidated income and earned 

surplus for the years then ended. Our examination was made in accordance 

with generally accepted auditing standards, and accordingly included such 

tests of the accounting records and such other auditing procedures as we 

considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheets and 

statements of consolidated income and earned surplus present fairly the 

financial position of American Airlines, Inc. and Consolidated Subsidiary 

at December 31, 1948 and December 31, 1947 and the results of their opera

tions for the years then ended, in conformity with generally accepted 

accounting principles applied on a consistent basis. 

NewYork, N. Y. 

February 16, 1949 

ARTHUR YOUNG & COMPANY 



YEARS 1944-1948 

OPERATING REVENUES: 1948 1947* 1946 1945 1944 

Passenger $ 76,861,942 $ 71,255,221 $ 58,746,001 $ 37,317,430 $ 29,338,231 
Mail . 4,769,376 3,172,053 3,269,052 5,981,051 6,685,282 
Express 1,880,629 1,923,383 2,083,367 2,417,105 2,483,246 
Freight 4,623,121 4,092,532 2,860,460 967,468 46,676 
Other 1,150,901 1,288,171 1,124,554 732,946 690,577 
Total 89,285,969 81,731,360 68,083,434 47,416,000 39,244,012 

Expenses, Federal income taxes and re-
serves ( 1) . 92,179,640 85,132,126 68,459,377 43,076,542 34,847,849 (2) 

Net profit or (loss) carried to surplus (2,893,671) (3,400,766) (375,943) 4,339,458 4,396,163 
Current Assets 29,327,813 33,782,452 55,340,431 30,420,420 32,187,698 
Current Liabilities . 18,634,795 19',605,481 20,261,437 16,536,268 13,120,576 
Net Working Capital 10,693,018 14,176,971 35,078,994 13,884,152 19,067,122 
Aircraft, Ground and Other Equipment 

( depreciated value) . 70,239,339 69,797,759 44,865,321 9,689,548 5,385,731 
Total Assets 117,126,161 121,782,723 127,930,051 45,857,823 39,259,256 
3% Sinking Fund Debentures, Due 

June 1, 1966 40,000,000 40,000,000 40,000,000 
Preferred Stock Outstanding . 40,000,000 40,000,000 40,000,000 549,474 
Common Stock Outstanding . 6,452,835 6,452,835 6,452,835 6,452,838 6,385,811 
Paid-in Surplus 6,159,654 6,159,654 6,159,654 6,267,434 5,855,878 
Earned Surplus 4,586,911 8,880,582 12,396,916 13,422,303 10,376,858 
Total Surplus 10,746,565 15,040,236 18,556,570 19,689,737 16,232,736 

Net Assets 57,199,400 61,493,071 65,009,405 26,142,575 23,168,021 
Commercial Airplanes ( at end of year) 186 154 115 117 67 

Expenses per Revenue Ton Mile 
Flown (exclusive of Federal Income 
Taxes and Reserves) ( 1 ) : 
Expenses, before provision for De-

preciation, Obsolescence and 
Interest 46.8 45.8 41.2 37.2 39.4 

Provision for Depreciation and 
Obsolescence 7.2 5.9 3.9 1.9 1.7 

Interest . .6 .5 .3 
Total 54.6 52.2 45.4 39.1 41.l 

Revenue Ton Miles Flown 168,847,567 169,229,909 152,493,552 100,303,128 72,575,503 
Revenue Miles Flown . 57,902,716 61,086,558 63,356,885 47,988,164 34,581,949 
Passenger Seat Miles Flown 2,241 ,878,804 2,066,891,042 1,603,159,044 891,243,514 636,211,268 
Revenue Passenger Miles . 1,353,042,761 1,437,869,883 1,307,908,611 801,219,311 572,094,112 
Passenger Load Factor 60.4 69.6 81.6 89.9 89.9 
Air Mail Ton Miles . 8,210,043 7,013,493 7,238,049 13,326,023 11,166,384 
Air Cargo Ton Miles 28,814,650 21 ,717,523 16,239,844 7,903,845 5,389,226 

Average Revenue ;Load per Plane, per 
Mile (pounds) : 
Passenger 4,854 4,886 4,212 3,339 3,309 
Mail . 292 242 231 555 646 
Cargo 805 601 364 329 311 
Total 5,951 5,729 4,807 4,223 4,266 

(1) Includes net of other income and deductions. 
(2) Includes provision of $1,000,000 in 1944 for transition to peacetime operations. 

* For changes from figures published in 1947 Annual Report see Notes 6 and 8 on page 21. 
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OPERATING REVENUES: 
Passenger 
Mail . 
Express 
Freight 
Other 
Total 

Expenses, Federal income taxes and re-
serves ( 1) . 

Net profit or (loss) carried to surplus 
Current Assets 
Current Liabilities 
Net Working Capital 
Aircraft, Ground and Other Equipment 

( depreciated value) . 
Total Assets 
3% Sinking Fund Debentures, Due 

June 1, 1966 
Preferred Stock Outstanding . 
Common Stock Outstanding . 
Paid-in Surplus 
Earned Surplus 
Total Surplus 

Net Assets 
Commercial Airplanes ( at end of year) 

Expenses per Revenue Ton Mile 
Flown (exclusive of Federal Income 
Taxes and Reserves) ( 1 ) : 
Expenses, before provision for De

preciation, Obsolescence and 
Interest 

Provision for Depreciation and 
Obsolescence 

Interest . 
Total 

Revenue Ton Miles Flown 
Revenue Miles Flown . 
Passenger Seat Miles Flown 
Revenue Passenger Miles . 
Passenger Load Factor 
Air Mail Ton Miles . 
Air Cargo Ton Miles 

Average Revenue ;Load per Plane, per 
Mile (pounds) : 

Passenger 
Mail . 
Cargo 
Total 

YEARS 1944-1948 

1948 
$ 76,861,942 

4,769,376 
1,880,629 
4,623,121 
1,150,901 

89,285,969 

92,179,640 
(2,893,671) 
29,327,813 
18,634,795 
10,693,018 

70,239,339 
117,126,161 

40,000,000 
40,000,000 

6,452,835 
6,159,654 
4,586,911 

10,746,565 

57,199,400 
186 

46.8 

7.2 
.6 

54.6 

168,847,567 
57,902,716 

2,241 ,878,804 
1,353,042,761 

60.4 
8,210,043 

28,814,650 

4,854 
292 
805 

5,951 

$ 
1947* 

71,255,221 $ 
3,172,053 
1,923,383 
4,092,532 
1,288,171 

81,731,360 

85,132,126 
(3,400,766) 
33,782,452 
rn,005,481 
14,176,971 

69,797,759 
121,782,723 

40,000,000 
40,000,000 

6,452,835 
6,159,654 
8,880,582 

15,040,236 

61,493,071 
154 

45.8 

5.9 
.5 

52.2 

169,229,909 
61,086,558 

2,066,891,042 
1,437,869,883 

69.6 
7,013,493 

21,717,523 

4,886 
242 
601 

5,729 

(1) Includes net of other income and deductions. 

1946 1945 1944 
58,746,001 $ 37,317,430 $ 29,338,231 

3,269,052 5,981,051 6,685,282 
2,083,367 2,417,105 2,483,246 
2,860,460 967,468 46,676 
1,124,554 732,946 690,577 

68,083,434 47,416,000 39,244,012 

68,459,377 
(375,943) 

55,340,431 
20,261,437 
35,078,994 

44,865,321 
127,930,051 

40,000,000 
40,000,000 
6,452,835 
6,159,654 

12,396,916 
18,556,570 

65,009,405 
115 

41.2 

3.9 
.3 

45.4 

152,493,552 
63,356,885 

1,603,159,044 
1,307,908,611 

81.6 
7,238,049 

16,239,844 

4,212 
231 
364 

4,807 

43,076,542 
4,339,458 

30,420,420 
16,536,268 
13,884,152 

9,689,548 
45,857,823 

6,452,838 
6,267,434 

13,422,303 
19,689,737 

26,142,575 
117 

37.2 

1.9 

39.1 

100,303,128 
47,988,164 

891,243,514 
801,219,311 

89.9 
13,326,023 
7,903,845 

3,339 
555 
329 

4,223 

34,847,849 (2) 
4,396,163 

32,187,698 
13,120,576 
19,067,122 

5,385,731 
39,259,256 

549,474 
6,385,811 
5,855,878 

10,376,858 
16,232,736 

23,168,021 
67 

39.4 

1.7 

41.1 

72,575,503 
34,581,949 

636,211,268 
572,094,112 

89.9 
11,166,384 
5,389,226 

3,309 
646 
311 

4,266 

(2) Includes provision of $1,000,000 in 1944 for transition to peacetime operations. 

* For changes from figures published in 1947 Annual Report see Notes 6 and 8 on page 21. 

; 



Litho In U.S.A. 



THE NEW YORK TRUST COMPANY 

ONE HUNDRED BROADWAY 

NEW YORK 15, N. Y. 

Report dated as of June 1, 1948. 

To the holders of 

AMERICAN AIRLINES, INC. 

3% Sinking Fund Debentures: 

In compliance with Section 5.04 of Article V of the Indenture dated as of June 1, 1946, 
between American Airlines, Inc. and The New York Trust Company, Trustee, the undersigned, 
as such Trustee submits its report as of June 1, 1948: 

(1) To the best of its knowledge the Trustee has continued to be eligible under Section 
7.09 and qualified under Section 7.08 of Article VII of the said Indenture. 

(2) There were no advances made by the Trustee under the said Indenture which remained 
unpaid in an aggregate amount of more than ½ of 1 % of the principal amount of the 
said Debentures outstanding and for the reimbursement of which the Trustee claims 
or may claim a lien or charge prior to that of the said Debentures on any property 
or funds held or collected by it as Trustee. 

(3) No indebtedness of the character required to be reported to Debentureholders by 
Section 5.04(a) (3) of Article V of said Indenture, was owing to the Trustee in its 
individual capacity by American Airlines, Inc. 

( 4) No property or funds were physically in the possession of the Trustee, as such. 

( 5) There has been no additional issue of Debentures since the original issuance of Deben
tures under the Indenture. 

( 6) No action has been taken by the 'Trustee in the performance of its duties under the 
Indenture which in its opinion materially affects the Debentures. 

THE NEW YORK TRUST COMP ANY, 
as Trustee under Indenture dated 
as of June 1, 1946. 


