
Dear c. R: 

-Your letter outlining prelimina....ry fina.nc!.al plans covering the requirement of 

100 million dollars in new money for Americen 'received. I would not be so presumptuous 
, I . 

as to pose as an expert in fil:i..ancial matters of this magniture, yet, the more I study 

and analyze the sit:uation from its various angles, the more committed I become to your . 

original 'plan, which you submitted to the last meeting of the board, February 20. 

This plan called for the issuance of 30 million dollars in 3 percent cunru.lative convertible 

preferr~d stock, four shares of common for one of preferred; 50 million in two and three 

fourths percent debentures and a 10-year bank loan of 20 million dollars, at 2% or less. 

In the mtter of splitting the stock, I favor a split of five for one. 

As I understand, Aviation Corporation ,ovms about 262:000 of the approximtely 
I 

. . 
1,290,567 shares at present qutsta.nding, to which would be added the approxi:rrately 

' ', 

97,000 shares involved in payment for the Mid-Continent deal. Aviation Corporation, no 

doubt, will have to dispose of its hola+ngs. 'lhis would mean a substantial amount of 
I 

common stock to be absorbed on the market sometime 'within the next three or flllr months. 

Accordingly, I ' feel it extremely important that the company refrain from issuing 

additional connnon stock at this time . 

The proceeds from tne issuance of 30 million dollar~ in preferred stock, 

plus the 25 millions in cash indicated in your letter, would give a backlog of 55 
I 

million dollars, which should be suf'ficient to back up the additional 70 millions 

( 50 millions in debentures and 20 millions in t~year bank loan). 

Some of the directors brought out at the last meeting that as a matter 

of safety we should issue more cormnon stock and less preferred, debentures and bank 

loans. They vEed in their arguments the financial structures of a number of large 

corporations: u. s. Steel, General Electric and. others. I am not prepared to take 
r· 

issue with them on this point, yet I do not feel that the situations of American 

and the companies :rr..entioned are :parallel. This industry i~ still in its infancy; 



2-

it compressed 30 years of normal growth and development into the five years of the 

war period. It is strictly a cash business , subject to heavey depreciation; it should 

not be compared to old, long established l ndust~ies , subject to less rapid growth and 

expansion. 

I think American, after the split up, witr.dn the next two or three years 
I r 

will sell for from $25 to $35 a share . If f ou split the stock :five for one and sell ,/ 

~:,~~~ the new shares at $15, t 4, 000, 000 shares would bring $6o, 000, 000 . 00 0 -M~r;r-
1\ 

our capital structure to' about 11, 000, 000 shares . Under your origiri...al plan, after the 

split of five for one, the Mid- Continent deal, your option and the issuance of 30 millions 

in cumulative _convertible preferred, the outstanding common stocm would be only 
, • 11,.. • d, • 

8, 390, 000 sMres . Hence, the corporation would lose ~21 per share, if and when the 

' split up stock should sell at' $35 ~ This would mean a t~\dy saving of approximately 

$80,000,000. 00 to the corporation and present stockholders . 

This may sound fantasti c to some of our ultra- conservative directors but it is 
. I 

no more impossible than what has happened since December 1944 when the manage~nt re-

cormnended to the directors that 150,000 shares of the old stock be sold at $54 to $55 

per share . This would have provided $8,000, 000. 00 to $8,150,000 . 00 new capital . 

After a long and thorough a_iscussion, the plan was abandonedo The sani...e s·tock (after 

a split of two for one) is selling at $75 . 00 to $80. 00 ,a share and is wor th about 

$15, 000,000. 00 or $16, 000, 000 . 00 more than what the management insisted on selling it · 

for at that time . 
I 

\ 
The new setup as recommended - 30 millions, preferred, 50 millions debentures 

and 20 million 10-year bank loan - has a good chance ot saving the stockholders 75 or 80 

million dollars in the long run. 

I have great faith in the possibilities of American within the next few years . 

- I have every confidence in the ability of the management to do the job . 

The public is becoming more air-minded every day. Just stop and think! 

d Hundreds .of thousands of them were .educated America had 10 million men un er ar:rriE . 
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I 

to fly; the remainder are prospective customers. New, larger and faster planes a;re 

' coming along. If we keep o_ur feet on the ground and do not permit the com_pany 'to get 

so :Large that we lose contact, with each otherr ) nothing can stop American from 

I ' 

expanding five to ten times during the next five or ten years. I feel this is a 
I 

conservative statement . Why get eold feet? Incidentally, the interest on the debentures \ 

and the bank loan would be chargeable to expense . This would amount to "about $1,750,000 

annually . Depreciation would be a big factor in providing the sinking find for retirement 

of the ·debentures and tl'1e bank loan. 

While you asked the directors to consider this ma~ter in confiuence, I did 

take the liberty of discussing it, in conf idence, w_i th my bankers, solely to ·determine 

1 how it would affect :m;y interests as a stockholder . After a thorough analysis of .your 

original plan, they. unhesitatingly pronounced it sound and regarded i t as a protection 

for the stockholders in the long runo Incidentally, the bankers referred to are 

rather substantial f olks and do not live in Fort Worth. 

Tt.erefore, with all due respect to other me:nibers of the board who may think 

d~fferent1:, I unhesitatingly reco~nd yoY:r original plan. In so doing, I am bearing 

in mind the fact that I have a substantial- investment in the stock. Naturally, I would 

nqt expect :m;y opinion t o influence others, but if I o-t-med one half of the coililllOn stQCk . 

I still would have no hesi tanc~_ in supporting your plan. No doubt the other directors 

will have had sufficient time to formu.late their ideas and I hope that we have a full 
r 

attendance at the next board meeting ilJa.rch 20. It no doubt will be the most important 
i 

-'-- • I meev1ng we ever have had. 
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, ·,;hll e y u askeo the d 1 ec·td:>rs to con~icer this :-:atter n 

conflae, ce, ~ d i d take the liberty of d iscus s ing it, in confidence , 

with my b2r1kers , solel to u.-eterml ne how t would &f fect rn interests 

bB as ockho l ae r. fter a thorough aaaylsls of your orlgina 

an,they unhestitatingly pr o ouncao it sound and regbrded it 

as a protection ·ro the stoc kho Le;r-a i n the lonp- ruo/i 

herefore , with all d~e r=speot~ to othe r m ~~rs of the 

bo;:,ru ~ho . : y think diff<>rant_ , nh9stita ting ly r ecommend your 

original plan. l n so d oing, I am beB ring n m'ina the f.oct that I 

hove c1 substanti,,l i nvestme nt in the etoc.k . i:at,unilly , I would 

no~ exµe ct m opinion t n luen r e others,but if Io. ned one hal f 

of he c om:non stock I still woula no hestitancy in supporting 
~ 

I 

you r plan . No doubt th e other direct~~s wi~l ha~a had sufflclen 

time to forumlate t:e l r i ueas ina ~ hope thbt we hbve a fu l 

atten . ance at ":1.e n°xt· board meet i ng ~:arch 20 · It not d u::it w 11 e 

he most mport~nt me~ting ~e ever hLlvs hbd. 

1/ 
• 



l , I saw t do t 

was tot Ehten up a faw sentences, elln i n&te a f9w worGs . I stbrted 

to ao it, by r c&<.ling copy on i t; thsn uec i ueo t wouL. .. look rather 

messy aD.C be d iff icult to follow , so .1. 17ewrote it , doin, n m re 

ha i no ca ted . J :.-:N 



.l)ear C . -a . Your lett e r ~utl1,g11 g prelimjr1ary financial 
. 

plans cov9ring the requirem ~nt of IOO million dollars i n new 
~ 

mo~ny for American received . i woula not be so pres amptuous 

as to pose as an expert in financial mat ters of thlQ magni tude , 

yet, the more I study and analyze the situation from its 

various angles, t he more committed l become to your origlna 

an, which you submitt ed to t h e last meeting of the board , 

Feb • 20 . 'nis lan called for the issuance of 30 m1llton d ollars 

' 
in 3 percent c umula tlve preferrea stock , c onvertlble, four 

; 

shares of common for one of preferred;50 million ln _ two and 

three fou rths percent debent ures ano o rO- year bank loan of 
\ . 

20 m,i 111 on dollars , at t o or less ~re~ o n the matter of 

splitting t h e stoc .t ,I favor a split of f1ve for one ■ 

,H s I unders ta-nd, ··v la ti on Corporation owns about 262, -
of the approxiklatel I, 290 , 567 shares at pr,':s ent oustc1nding , 

0 

to which would. be a a ded th ,s ap r roxim&tel;y 7 ,CO shares involved 

in payment for tha ' · ld-~ontinent deal . viatlon Corporation, no 

aoubt,will have to o ispoee of its ho1dings . 'Ihis would mea n . 
.. 

a substantia amount · of stock to be absorbeu on the marke t 
l 

1' 

sometime within the nex three or four months• cc-ordingly , 

I feel 1t extremely important that the company refrain from 

issuing ~6d i tional common stock at this time • 
. 

• he proceeds from the ·1:=-suM1ce of 3 0:.million dollcirs in 
preferred s t oo k, 

f.e §C:@21H.N1',c. lf,l us the 25 millions ~n ccish inaire,tea in your 

etter, woula give a _backlog of 55 million dollars , whlch 

shou d be sufficient to back up thP add itional 70 millions 

( 50 millions in debentures and 20 millions in ten-Jea r bank loa) 

ome of the directors b rought out at the last meeting 



• I 

that as a matte r of safety we shoul~ issue mo~e common stock 

and les_s preferred , deben tures and bank loans . 'I'hey used in 

• thelr a rg umen t E the financial structures of a number of 

l arge corporations , u. • Steel, ~enera l Electric and othe rs. 

I am not prepa r ed to take iRsu·e with t h em on this point ,, ye t 

I do not f ee l tha t th e .R'.Em,:JX situat lo!? of i)l!!e r l can a nd 

t he compc:nles ment ioned _? re paralle l. This lnoustry is · 
f 

~R~~Egxj~x ~~BXEXDXXED.rx:J.aix gXDW~~ 
I 

compressed 3 0 years of n:)rrna l grow th and development i nto 

t he five yaars of the war pAri od . It l s s t rict l y a cash 

b usiness , su,j ect t o hea vy dep r ec i a tion ; _ it should not 

be compared to old , long establ (\ shed i naustri es , sub j ect to 

l ess rapid g rowth and expans iono 

I think rlmer i can , a fte r the sp lit up , within the next 
! 

three y ea rs will sell for f rom ~25 to ,35 a sha re . if yo u 

spl1 t the stock fi ve for one and sell the new sha r e s at ~15, 

t he 4,000,0Co sha r e~ would br i ng 960,00 ,00 . n i s would b r ing 

our capi t al structure t o about II, 000,00l.:- shares . nder your 

ortgi n<:Jl plsn , after the sp l it of f i ve jiiem!!!!Ut for one, the 

Mi d -Continent dea l , your op t ion and the issuance of 3 0 mi l lions 
r 

1 c um.ula ti v e preferred, c.t<. would 

be only 8 ,390 , 00'0 s .. cires . He rc e, the 
\)· 

would 

l ose ~2I per sha r e , if and wh8n the spl i t up stock s hould 

sell a t 'ri' 35• 'his woulu mean a tidy saving of., 4, ooo , oo 

t o the corporation ano presen.t stockholae r s · \ 

This rmy souna fante1stic to s ome of ou r u tra-conservatlv.o 

directors but it is no more impossi trls than whet has happened 

since J..,ecember 191-+4 when the mE.:i°nageri,ent · r8co1uJ1enoed t o the 
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d i rectors t ha t 150,000 shares of the -ola stock be so l d a t ... 
'1t54 t ·o 'lr55 er sha reo Th i s woul c.i hbve p rov laed ~8,000 , 00u to 

48 , 150 , 000 new capita o fte r a l ong and thorough discues ion~ 

the p l a n was abandone • 'lhe same stoek (after a sp l it of two 

fo r one) i s sell ing a t ~80 a share and ls worth abou t ~ I 6 , 000 , 00 o, 
· ·m.ore than what the _ managerr.ent. insis ted on selling it fo r at 

that t i rne •. 

J. he nev, se tu.p as ~ec ommend ed - 30 ml 111 ons preferred , 
. ' ' . 

5 0 mil.li ons deben t ures and 20 rnllllon IO-ye a r bank loan-

ht,s cf gooa cha ce of eav l ng t he s tockbo l uers 75 or 8 0 mi 111 on 
, I 

dolla r s . 

I ~.ve great f a ith in the osslhi lltl es of 

iHne rlc-an within the next f ew years • I have ev ery c•-,nfidence 

-in .the ab 11 ty of the ma Dci g, e me n t to do the . ob . 
I -The pub ic ls bsc orning more a ir-minded ~e r y day . .} us t 

sto 
I 

I million under Hundreds 8na t ' ink, .&msrlca hc1d men ar s . 

of thousands of them w\re educc1 ted to fl ; the rema i nder 

are 

are 

prosp · customsrs . New , larger c1nd f~ster plc1nes 

com i ng . fy If we 1S..eep our f 86 t on the ground and do not 

permi t the company to get so large that we lose contact , 

with each other , nothing can stop "msr,ic an froI!l exp&n~ i ng five 

t o teh imes during the n Px t five or ten years ■ I tsel this 

i s a c onservativ s statement. Why get colu feet? l ncluentell ,, 

t he interest on the debentur 1 s 8 n,__, the bank lo& n llil6iiWBiiK 

would be ch.::;rg"'!abla t0 expense . This woul u amount t o about 

~I, 750,00C annuall • ~e rec l ation would be ~ . big factor in 

orovid i n the s i nk l ntt fu.oo for re tlrer::\er. of th~ deben tures 
\ 

enc th-s tank l ,':lan. 
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Dear c. R: 

Your .letter outlining prelimi~· fir...ancial plans _covering the -~ 

requirement of 100 million dollars new money for America.11. receivedo .Eve:n thoetg11, 
. tj . . ~ -lo O -..,,, 

I would not be pres~ u~ o~ te., in att:J wa~ · · - ~~se-M' 

lwff' a. i!i.R8:!l0.ie:3. expert o~ tters of this kind, at the same time the more I 

· study the situation and analyze it from -its various angles the more I am 

definitely connnitted to your original plc. q ~ ~ ou presented to the Board 

at the last meeting, Feb~ 20, namely; thirty ;mil{ion dollars 3% acc.ative 

preferred stock convertible 4 shares of co:nmJOn for l share of preferred; 50 

million dollars 2 3/4% debentures and 20 million dollars 10 year bank loan, 

2°/o or less. 

On. the matter of splitting up the stock, [ favor the plan of splittins 

the stock 5 for 1 . 

As I understand, the Aviation Corporation ovms about ,262,000 shares 

of the present outstanding sto,ck amounting to ~pproximately 1,290,567 shares 

to which will be added approximately 97,000 shares in payment for the Mid­

The Aviation Corporation will no doubt have to dispose of 
t 

their stooli: . This will be a substantial amount of comm.on stock to be absorbed 

on the market somettlhe within the next three or four months . Therefore, I feel · 

it extremely im_porta.11.t that the corrrpany refrain from issuing additional co:nnnon 

stock at this time. The proceeds from the 30 million preferred together with 
' 

-
the approximately 25 million in cash indicated in your letter gives a back log 

of 55 million dollars which should be sufficient to back \W the ,additional 
" 

70 million dollars (50 million debentures and 20 million ten year bank loa.TIB.) 

At the last meeting, it was brought out by some of the Directors 

th?,t as a ma.tter of safety we shovJ_d issue more connnon stock and less preferred 

debentures and bank loans using as a.11. argument the financial structures of a -. 
number of large corporations - U. s. Steel, General Electric, etc. While, 
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I am not prepared to taJce issue on this particular phase of the matter, 

I do not feel that American Airlines should be considered in parallel with 

these COI!ij?a.nies. This industr y i s in its infancy , having :ieythically speaJcing, 

accumu.lated·a span of 30 years of normal growth and development in the five 

' ' 
year war period. It is strictly a cash business subject to heavy depreciation 

and ' should net be Coll'q)ared to old line industries subject to less growth a.n.d 

rapid development . 

I thinJc American, · after the -split up, will sell for $25 . 00 to $35 . 00 

a share within the next two or three· years . If you split the stock 5 for 1 and 

sell the new shares for $15 . ()b, rbur million · shares wolD.d bring $60,000, 000 . 00 . 
Wbile on our ori inal lan aft,;g: 

I 

This would bring our capital structure up to about 11,000, 000 shares. 't'he· split 

up of 5 for 1, including the Mid- Continent deal , , you:t',c:option a.11.d ~fter the 

conversion of the 30 million accumu-lative pre;ferred, the outstah<Ung cormnon • 

would only be 8 ,390,000 sha:res . If you sell the four million new shares 

at the eq_uiva:lent of 70 for the present stock, the price would be $14. oo a 

shares against the possibility that the price .of the old stock in t ime, l.fter 

the split up, may sell for $35 . 00 a share . Hence the corporation would be 
I 

losing $21000 a share, if and when the split up stock should sell at $35.00o 

This would be a tidy little sum of about $84,000,000. 00 savea. to the corporation 

and the present stockholders . This :may sound fantastic to some of our ultra 

conservative directors . Still it is no more ill'q)ossible tha.n. what has happened 

since December, 1944 at which time the IllcjJ].8.gernent proposed and recommended to 
I 

the Directors to sell 150,000 shares of the old stock at a price of $54 . oo 

to $55 . 00 a share . This would have provided about $8,000,000 . 00 to 

$8,150,000. 00 new capital. After a long thorough discussion the plan was 

abandoned. The same stock now at $80 . 00 a share (after a spl ui up of 2 f or 1) 

cl, 6 is worth about ;pl , 000,000 . 00 more than the management insisted on selling it for 

at that time . T:b_e new set up as recommended has a good chance to save the 
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stockholders 75 or 80 million dollars on the plan of 30 million preferred, 

50 million debentures and 20 ?rlllion 10 year bank loans . I have grea~ f aith 

•in the future possibility of .nmerican in ~he next ~ew years and I 4ave ever 

confidence in the present ma'Q.<;J,gernent being able to do the job . 

o:'he public is becow.i.ng more air-minded each a.ay . Just stop and thinlr! 
I 

Americru bas had almost 10 million men in arms o Hundreds of thousands of them 

have been educated to fly and the balance of t hem ire prospective customers . 

New, faster and larger planes ~re coming along and if we keep our feet on the 

gro1md and do not permit the company to get so -large that we lose contact with 

ourselves nothing can stop American from expanding f rom 5 to 10 times in the ' next 

5 ~ or 10 years . Personally, I feel thid is a conservative statement, so why 

get cold feet? Incidentally, the interest on the 50 million debentures as well 

as the 20 million bank l oans are chargeable to expense . 'I".ais amouhts to about 

$1,750, 000 . 00 annually. Depreciation is a big factor in providing the sinking 

fund for the debentures and .bank l oans . 

While you asked the Directors to consider this matter in confidence, 

I did take t he liberty of discussing it vrith rcy bankers in a confidential 

rr.anner purely as to how it would affect :rrzy- interests as a stockholder . After 

a thorough analization of your original plan they unhesitantly stated that 
I . 

they considered it thoroughly sound and felt that it should be a protection 
I 

to the common stockholders in the long run . Therefore, with all due respect 
' . ' 

t o other members of the Board who may think differently,' I uri.Jlesi tantly 

r ecommend your original plan and I e.m doing so, bearing in mind. the fact 

that I have a substantial investment in the stock. Naturally, I would not 

presume to ex})ect rcy opinion to influence others, at the sarne time I feel that 

if I mmed one-half of the common stock I would have no hesitancy in supporting 
I 

• 

• 
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~eur J?lan. No doubt the Directors •will have haa_ suff:i. cient time to formulate 

their o,m ideas and I ho)?e that we will have a full attendance for thenext 

Boarcl meeting March 20 . It will not doubt be the most important meeting we 

have ever held. 

/ 

• 


