American Airlines, Inc.
100 East 42nd Street
New York 17, N. Y.

June 10, 1949

To the Directors and Officers:

Enclosed for your information is a copy of
a report sent to the stockholders of American Air-

lines, Inc. today.

C. W. Jacob
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AMERICAN AIRLINES

CABLE ADDRESS AMAIR

100 EAST 42nd STREET « NEW YORK 17, N. Y. * MURRAY HILL 3-9000

May 31, 1949

To the Stockholders:

A comparison of results for the first four months of 1949 and 1948 is given
with this report; the improvement in trend and position has been substantial.

The line is now fully equipped with modern aircraft; fifty DC-6 and seventy-
five Convair planes. The DC-3 airplanes have not only been retired but all of them
have been sold. Fourteen DC-4 airplanes are engaged in air cargo service, three addi-
tional DC-4 airplanes are reserved for future addition to that fleet, and twelve DC-4
aircraft are to be disposed of. Sixteen DC-4 airplanes have been sold during the past
five months and it is anticipated that those remaining to be sold will be disposed of
during the summer of this year. In total, the amount so far received for sale of airplanes
has exceeded the book value.

The unaudited results for the first four months of 1949 show revenues of
$30,618,000 compared with $21,252,000 for the same period in the previous year. The
profit for the 1949 period amounted to $839,466 compared with a loss in the 1948
period of $4,682,509. Revenues increased 44.1% while expenses increased 15.2%. There
was no provision for federal income taxes for the first four months of 1949 because of
the carry-forward of the 1948 loss.

The efficient new aircraft, control of costs and increase of revenue has per-
mitted the better figures of 1949. For the first four months of 1949, American was 37%
ahead of 1948 in total passenger miles sold.

American has maintained a remarkable safety record. The company has estab-
lished a new record by flying over four and a half billion passenger miles without a
passenger fatality and again this year received the National Safety Council Award.

In evaluating prospects for the future, it should be realized that the index for
air travel in 1949 has been moving against the trend of general economic indices. Total
first class travel declined during the first four months, while total air travel increased
during the same period. Air transportation still has many attributes of a “growth”
industry, and that may partially account for the vigor of the business when compared
with other forms of transportation and other business trends.
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Private Capital in
UBLIC SERVICE

@ In the United States air transportation is operated as a private enterprise. In
other countries it is conducted by the government. The United States continues to
lead, as it always has, in the development and utilization of air transportation. No
other country has a comparable standard of airline service. We believe it is to the
nation’s interest, as well as to our own, to continue to operate under the system

that made this possible.

If, however, private enterprise is to retain the spirit and initiative which makes for
progress, it must be convinced that its service is useful and that results are largely
dependent on its own effort. A result of our effort is:

In three years, 1946, 1947 and 1948, American Airlines, Inc. invested $60,000,000
in new airplanes and equipment:

This provided business for the aircraft factories and employment for their men,
strengthening their ability to contribute to national air power.

It provided one hundred twenty-five airplanes of the most modern design—the largest
single fleet of modern transport aircraft in the world, and a direct contribution to

national air power.

It provided a new 300-mile-an-hour fleet for the air routes of the United States,
assuring time-saving, dependability and safety — more comfort for the passenger
and greater speed for all forms of travel, transportation and communication.

In the same three years, American Airlines, Inc. invested $6,000,000 in new and
more efficient shop buildings and equipment:
This has provided jobs for trained technicians and modern machinery for their use.

It, thereby, provides an important reserve of skilled personnel available for national
air power.,

It has provided operating economies which will be reflected in contribution to profit-
able operation and, ultimately to reduction in charges for air transportation,

It has provided maintenance and overhaul facilities, strategically located, which
constitute a reserve for national air power.

Every dollar of the $66,000,000 came from private investors. None of it was borrowed
from any agency of the government nor was any of it government subsidy.
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Vashington Newspapers and in a limited number of publications outside of Washington.

W har Air Mail Subsidy?

A common misconception is that all of the airlines are supported by government
subsidy. Let’s discuss this:

American Airlines is paid for the transportation of mail at rates established by
order of the Civil Aeronautics Board. The rate at which American is being paid
was certified by the Board to be “fair and reasonable in terms of quality of service
and was not designed to meet the financial needs of the carrier.” That rate includes

no subsidy.

The United States Post Office Department is American Airlines’ largest cus-

tomer in dollar volume, and we continue to give it the best of service.

It should be remembered also that we transport passengers, express and freight.
In 1948, our revenue from those sources was $84,615,000. Our total revenue for the
transportation of mail was $4,769,000.

Of the total revenue of American Airlines in 1948 more than ninety-four
per cent (94%) came from the transportation of passengers, express and freight.

Less than six per cent (6%) came from the transportation of mail.

If, during 1948, the total revenues received for the transportation of mail,
$4,769,000, had been the only funds available to meet our expenses we would have
been able to operate only 19 days during the year. We did operate 365 days.

American Airlines is a business institution. We take pride in the fact that we
have been able to make substantial progress and improvement, with private capital

usefully employed in the public’s service.
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ANNUAL MEETING OF STOCKHOI.DER|S

All directors of the company as listed below were re-elected at the Annual Meeting
of the Stockholders held in Wilmington, Delaware on May 17, 1949.

Messrs. Arthur Young & Co. were appointed as independent auditors for the year

ending December 31, 1949.

Over 4,300,000 shares, or approximately 67% of the total number outstanding,
were represented at the stockholders’ meeting.

Communications received from stockholders were read and discussed at the meet-
ing. President C. R. Smith said that the management of the company welcomed stock-
holder comment and suggestions. He reviewed the progress of the company in 1949 to
date and discussed the trend of the company’s business and earnings.

Personnel employed by American Airlines numbered 11,926 as of April 30, 1949,
compared with 14,086 at the peak of employment November 8, 1946. Personnel training
for operation of the new type aircraft has been largely completed.

The management wishes to thank the stockholders for the confidence and support
expressed by their vote at the annual meeting.
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DIRECTORS OF AMERICAN AIRLINES, INC.

HaroLp T. AMES
Harry E. BENEDICT
JamEes BRuck . | .

AmoN G. CARTER

CHARLES S. CHESTON .
_.~Taomas M. CoNRO¥, .

SiLLiMAN Evans .
Joun W. FARLEY

CHuArLEs T. FISHER, |R.
Tuaomas S. HAMMOND .

A. N.Kemp .

RoBerT W. MILLER . ',

OrvAL M. MoOSIER .
Epcar M. QUEENY .

«.C. R. SMaze .

President, The LaPorte Corporation

Chairman of the Board, Palos Verdes Corporation

Ambassador to the Argentine Republic

Editor and Publisher, Buffalo Evening News

President and Publisher, Fort Worth Star-Telegram

Director of various industrial and financial corporations
Executive Vice President, Central Trust Company of Cincinnati
Publisher, The Nashville Tennessean

Partner, Herrick, Smith, Donald, Farley & Ketchum, Attorneys

" President, National Bank of Detroit

Chairman of the Board, Whiting Corporation

. - Chairman of the Board, Pacific Mutual Life Insurance Company

President, Pacific Lighting Corporation

Vice President, American Airlines, Inc.

Chairman of the Board, Monsanto Chemical Company
President, American Airlines, Inc.



