Dear C. R:

Your letter outlining preliminarj financdal plans covering the requirement of
100 million dollars in new money for American received, I would not be}so presumptuous
as to\pose as an expert in financial matters of this magniturq, yet, the more I study
and analyze the situation from its various angles, the more committed I become to your.
original plan, which you submitted to the last meeting of thé board, February 20.
This plan called for the issuance of 30 million dollars in 3 percent cumlative con#ertible
preferred stock, four shares of commonxfor-one of preferred; 50 million in two and three
fourths percent debentures and a 1l0-year bank loan of‘20 million dollars, at 2% or less;
In the matter of splitting the stock, I favor a split of five for one.

As I understand, Aviation Corporation owne about 262,000 of the epproximately
1,290,567 shares at present outstanding, to which would be added the approiimately
97,000 shares involved in payment for the Mid-Continent deal, Aviation Corporation, no
doubt, will have to dispose of its holdings. ‘fhis would mean a substantial amount of
comon stock to be absorbed on the market sometime within the next three or fwr months.
Accordingly, I feel it eétremsly important that the company refrain from issuing
additional common stock at this time.

The proceeds from the issuance of 30 million dollars in preferred stock,
plus the 25 millions in cash‘indiéated in your letter, ﬁould.give a backlog of 55
million dollars, which ghould be sufficient to back up the additional 70 millions
(50 millions in debentures and 20 millions in teryear bank loan).

Some of the directors brought out at the last meeting that as a matter
of safety we should issue more common stock and less preferred, debentures and bank
loans., .They vsed in their arguments the financial structures of a number of large
‘corporations: s S; Steel, General Electric and others, I am not prepared to take
igsue with them.onrthis point, yet I do not feel that the situations of American

and the companies mentioned are parallel. This-indpstry is gtill in ite infancy;



it compressed 30’years of normal growth and development into ;he five years of the
war period. It is strictly a cash business, subject to heave& depreciafion; it should
not be compared to old, long established Industries, subject to less rapid growth and
eipansion. ; :
I think American, after the split up, within the next two or three years

will sell for from $25 t& $35 a share, Iijgu gplit the ;tock five for one and sell ; o
the new shares at $15, % 1; 000,000 sha.re:;s;i x;oulg. Ebringi 5%5)0)560 000,00, This would %T
our capital structure to about 11,000,000 shares. Under your original plan, after the By
gplit of five for one, the Mid-Continent deal, your option and the issusnce of 30 millions *
in cumulative convertiole prefe“red the outstandlng cormon stoch‘would be only )
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8,390,000 shares. Hence, the corporatlon would lose $21 per share, 1f and when the
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split up stqck should sell at $35., This would mean a tidy saving of approximately
$80,000,000,00 to the corporation and present stockholders,

This may sound fantastic to some of our ultra-conservative directors but it is
no more impossible fhan what has happened since‘Decembervl9hh when the managemgnt re—’
commended to the directors that 150,000 éhares of the 0ld 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 discussion, the plan was abandoned. The same stock (after
a split of two for one) is selling at $75.00 to $80.00 a share and is worth about
$15,000,000,00 or $16,000,000,00 more than what the ma.nagement‘ insisted on selling it '
for at that time, |

The new setup as recommended - 30 millions preferred, 50 millions debentures
and 20 éillion 10-year bank loan - hag & good chance ot saving the stockholders 75 or 80
million dollars in the long run,

I have great faith in the poseibilities 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!

Americe had 10 million men under arms, Hundreds of thousands of them were educated
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to fly; the remainder are prospective customers., New, larger and faster planes are

coming along. If we keep our feet on the ground anﬂ do not permit the company to get

go large that we lose contact, with each othéry, nothing can stop American from

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

conservative étatemsnt. 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 factbr in providing the sinking find for retirement

of the debentures and the bank loan. | 3
While yourasked the directors to consider this matter in confidence, I did

take the liberty of discussing it, in confidence, with my baﬁkers, solely to determine

how it would affect my interests as a stockholder, After a thorough analysis of your

original plan, they unhesitatingly pronounbed it sound and regerded it as a protection

for the stockholders in the long run. Incidentally, the bankers referred to are

rather substantial folks and do not live in Fort Worth.

-]

Therefore, with all due respect to othef members of the board who may think
diffe?ently, I unhesitatingly recommend yoMr original plan. In so doing, I am bearing
in miﬁd the fact thet I have a substantial investment in the stock. Naturally, I would
not expect my opinion to influence othersg, but if I owned one half of the common stock
I still would have no hesitancy in supporting your plan., No doubt the other directors
will have had sufficient time to formulate their ideas and I hope that we have a full
attendance at the next board meeting Merch 20._ It no dolibt will be the most important |

meeting we ever have had,
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Waolle you asked the direetbrs to consider thls matter in
gonfidenpe, =~ did }ake tha»liberty of discussing it, 1n.confidence{
with my bankers, solely to determine now it would &affect my lnterests
&8 a stbckholéér. After a thorough anaylsis of your original
plan,they unhestitatingly pron§unced 1t scund and regarded 1t
as & protection for the é;ockholders in the }ong run A

_Tnerefore, with all due regspectd to other m vbers of the

bosrd who sy think differently, *+ unhestitatingly recommend your
original plan. in so doing, I am bearing,lﬁ mlnd the fact that I
bbve:a substantial investment 1n ‘the spé@k; Naturally, I would
not eXpect»my opinion ‘to influence others;but if 1 owned one half
of the common stock I still wogld have né/hestitan;y lﬁ suppor&d}ng
your plan.-No’doubt the otherfdifectsrs wiil nave had sufficlient .
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next board meeting llarch 20* It not dodbt will be

the most lmportant meeting we ever have had.
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ir. Cartsr; This is an -xcsllent letter. All I saw to do it
was to tlghten up é few sentences, elimingte & few words.l started
to do 1tmby,reading copy on 1t; then declded 1t would look rather
‘messy and be difficult to follow, so + yewrote 1t, dolng no more

than indicated. JUN



Dear C. R. Your letter outllgéing preliminafy financisl

plans covering the resqulremz=nt of I0C million dollars in new
moegg for Americen received. L would not-be so présamptuOUS

a8 to pose as an expert iﬁ financial—matters of thle magnitude,
yet, the more I study and analyze the slituation from 1ts
various angles, tﬁe more committed & becbme to your original
;plan, which you submitted to the last meetlng of the board,
Feb. 20. This plan called for the iséuahce of 30 million dollars
in 3 percent cunulatlve preferred stock, éonvartible, four
shares of common for one of preferred;t®0 millien in two and
ﬁhree fourths percent debentures ana & IU—yeap bank loan of
20 million dollars, atgggéidf’less~p@¥asn$5%n the matter of
splitting the stock,I favor a éplit of flve for one.
4s I understand,A“viation ”Pbrporation owns about 262,000

of the apprbxlmately 1,290,567 shares at pr=sent oustandlng,
to which would be acded the approxlmstely 37,000 shares involved
in panent for the' Mid-Yontinent deal.Aviation Corporation, noi

uoubt,will have to uispose‘of 1ts nolulngs. Inis would mean

x'k ‘w‘h.ki

a substantisl amount of stock to be absorb ed on tne market
‘sometime within the next three or four montns- Accordingly,

I feel it extremeiy important that the company refrain from
lssuing addltional common stock at thils time.\

; - The proceedq from the lesuance of 30. million dollars in
preferrad stock

. pluq the 25 millions in cash Indicated in your

letter, would give a backlog of 55 milllon dollars,which
.8houdd be sufficient to back up the additional 70 millions

( 50 millions in debentures and 20 millions in ten-year bank" loa)

Some of the directors brought out at the last meetling



N that as a matter of safetvae shoul§ issue more common stock
and less preferred, debenturés and bank loans. They used in
thelr arguments the financial structures of a number of

~large corporations, U. ©S. Steel, Yeneral Electric and others. .

I am not prepared to take lssue with them on this peint,yet

I do not feel that the ERKKH situatioé’of American and

the comp%nies mentioned are parailel. This industry 1is

still 1ts infane PEXRBEXFOXYRAXEXOLX NOXHALX EXONLR

compressed 3C years of normal growth and development into
the flve ysars of the war psriod. It is strictly a cssh
‘business, subkject to heavy denveciation; 1t should not

be compared to old, long eqtdklashea industries, subject to
less rapld growth and expsnsion.

I think American, after the split up, within the nsxt

'jgthree years will sell for from $25 to $35 a shers. LIf you

split the;stock'five for one and sell the new sharss at $I5,
the 4,000,000 shares would bring @sd,ooo,ooo. Thle would bring
our capital structure to about II,000,00U shares.  Under your
orilginal plan, after the split of five meewma for one, the
hioobon+iaent deal, yaur option and the lesuance of 30 millions
In cunmulative %géféfred, the outstanding egmmon iﬁ?cﬂ would
ke only 8,390,000susres. Hence, ths : would

lose %21 per share, if and wnen the split up s*ock snould
sell at w35. This would mean & tldy saving of §§Af00u 000

A 20

Ihis may sound fantsstic tc some of our ultra-conservative

to the corpowation and present stockholuers

directors but i1t is no mors impossibls than what has happened

slnce Lecember 1944 when the management recommended to the
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directors that 150,009 shares of the old stock be sold at

#54 to #55 per share. This would have provioéd QS,OOO,OQu to
#8,150,000 new cspital.After a long and thorough discueslon,
the plan was abandoned:ﬁl?e_same stoek(after a §p}ip of two

for one) 1s selling at §80-a share and 1s worth about $16,000,00 0,

&

--more than what the management inslsted on selling it for at

that time.

*he new setup as recpmmended- 30 millions preferred,

50'miilious debentures and 20 million\ld-year bank loan=-

hae & good chance of éaviné the gtockbéluers 15 op &0 milllon

dollars. s ? LAl K,ﬁfw\f\\m; ’
i have great faith in the feeess= possibllities of

Amerlcan within the nsxt few years « I have esvery co-onfidence

"
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-In the abllity of the mansgement to do the job. fyall YUY \
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Tne publie 1s bscoming more air-minoéd gér@aday, duet:
stop and tulnk, #merics had IO million men under arms. Hundreds
of thousands of‘fhem wlre educated to fly; the remainder
are prospeciive customsrs. New, larger and faster planes

*
are comingykudamnglf we keep our feet on the ground and do not

permit the company to get so large that we lpse contact,
with each other, nothing can stop "mep;can'from eXp&nQing five
to teh times during the ne£t five or ten years. I fsel this

1s a conservative statement. Why‘get cola fset?incidentally,
the interest on the;debénturns and the bank l&an e~
would be chargeable to expense. Ilhis woﬁlc'amount to abbut
éI,750;OOO annuélly. Leprecistion would be & big, factor in

providing the sinking fund -for retlrement of the debentures

!
and the bsnkK:loan.



Dear C, R:

Your letter outlining preliminary financial plans covering the {
}/} AN iJ

requirement of lOO million dollars new money for Amerlcan receivedo =h,
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I would not be presumpuuoys eneugh~%0~w:nrang~wayy"atﬁenpv-%owqaa&éﬁywmyee&f
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aurarihaane&ai expert on“mattors of this kind, at the same time the more 1
study the 31ﬁuat10n and analyze it from its various angles the more I am

definitely committed to your original plan presented to the Board

at the last meeting, February 20, namely; thirty million dollars 3%vaccuﬁ‘hlative !
preferred stock convertible 4 shares of common fbr 1 share of preferred; 50
million dollars 2 3/&% debentures and 20 million dollars 10 year bank loan,
2% or less.

On_the matter of splitting up the stock, I favor the plan of splitting
the stock 5 for 1.

As T understand, the Aviation Corporation owns about 262,000 shares
of the present outstanding st?9k amounting to approximétely 1,290;%67 shares
to which will be added approximately 97,000 shares in payment for the Mid-
Continent deal. éThq AV1at10n Corporatlon will no doubt have to dispose of

B AMNALADR S -
their gtagk ’””hls %iii be a substantial amount of common stock to be absorbed
on the market sometime within the next three or four months,. Tﬁerefore, I feel
it extremely important that the company reffain from isstiing additional common
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 yp the additional
70 mllllon dollars (50 million debentures and 20 million ten year bank loans )

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

that as a matter of safety we should issue more common stock and less preferred

debentures and bank losns using as an argument the financial structures of a

number of large corporations - U. S, Steel, General Electric, etc. While,

1
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I am not prepared to take issue on this particular phase of the matter,

I do not feel that Americen Alrlines should be considered in parallel with
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these companies. This industry is in its infancy, having mythically speaking, ;
accumilated 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 x
and should hot be compared to old line industries subject to less growth and.
rapid developmeqt. .

I think Americen, 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 spock B Tor 1. and
sell the new shares for $15.00, four million shares would bring $60,000,000.00,

While on your original plan aftsr
This would bring our capital structure up to about 11,000,000 sherss. fthe split

up of 5 for 1, including the Mid-Continent deal, your:option and after the
conversion of the 30 miliion accurmlative preferred, the outstanding common

A would only be 8,390,000 shares, If you sell the four million new shares

at the equivalent of 7O for the present stock, the price would be $14.00 a
shares against the possibility that the price of the old stock in time, dter
the split up, may sell for $35.,00 a share, Hence the corporation would be
loging $21,00 a share, if and when the split up stock should sell at $35.00,
This would be a tidy little sum of about $84,000,000.00 saved to the corporation
and the present stockholders, This mey sound fantastic to some of our ultra
conservative directors, Still it is no more impossible than what has happened
since December, 194h at which time the management proposed and recommended ‘to
the Directors to sell 150,000 shares of the old stock at a price of $54,00

to $55.00 a share, This would have provided about $8,000,000.00 to :
$8,l50,000.00 ﬁew capital. After a long thorough discussion the plan was

abandoned, The same stock now at $80.00 a share (after a splut/up of 2 for 1)
is worth about $16,000,000,00 more than the menagement insisted on selling it for

at that time. The 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 million 10 year bank loans, I have great faith
-in the future possibility of American in‘khe next few years and I have ever
confidence in the present mamagement being able to do the job.
‘The public is gecoming more air-minded each day. Just stop and think!
America: has had almost 10 million men in arms. Hundreds of thousands of them
have heen educated to fly and the balance of them e prospective customers.
New, faster and larger planes are coming along and if we keep our feet on the
ground and do not permit the company to get so large that we lése contact with
ourselves nothing can stop American from expan@ing from 5 to 10 times in the next
5 FRAXE 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
. a8 Tthe 20 million bank loans are ch%rgeable to expense. Thié amouhts to ébout
$1,750,000,00 annually. Depreciation is a big factor in providing the sinking
fund for the debentures and bank loans,
| While’you asked the Directors to consider this metter in confidence,
I did ‘take the liberty of discussing it with ny bankers in a confidential
manner purely as to how it would affect my’interésts as a stockholder, After
a thorough analization of your original plan they unhesitantly stated that
they considered it‘thoroughly gound and felt that if should be a protection
to the common stockholders in the 1ong‘run. Therefore, with all due respect
to other members of the Board who may think differently; I unhesitantly
recormend your original plan and I am doing so, bearing in mind the fact
that I have a substential investment in the stock, Naturally, I would not

presume to expect my opinion to influence others, at the same time I feel that

if I owned one-half of the common stock I would have no hegitency in supporting



¥eur plan, No doubt the Directors will have had sufficient time to formlate
thelr own ideas and I hope that we will have a full attendance for thenext
Board meeting Merch 20, It will not doubt be the most importent meeting we

have ever held.



