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New York, March 17, 1948 

9lesults /rom, @gerations 
A review of the year 1947 calls attention to these developments: 

Total volume of business increased substantially, but the increase was not in 
proportion to additional services operated to attain this volume. As a consequence 
load factors declined in 1947 when compared with 1946. 

The costs of providing service rose continuously during the year, so rapidly 
that they were not offset by increased tariffs. In spite of better performance and 
increased efficiency, each unit of transportation costs more to produce. 

The year began with extremely bad weather conditions, reducing the operating 
factor and decreasing the volume of business. 

Delay in delivery of the twin-engined Convair transport deferred the dates 
when older equipment could be retired. 

Training expenses for institution of DC-6 service were heavy. The operating 
accounts for 1947 were charged with $1,172,000 for such training expense. Most 
of the DC-6 expense will be non-recurring, although there will be Convair training 
expense in 1948. 

The DC-6 airplanes were temporarily taken out of service in the later part of 
the year, reducing the potential gross revenue for 1947 by an estimated $3,500,000. 
These airplanes were returned to service in March, 1948. 

However, on the favorable side were the following elements: 
Gross revenue was the highest in the history of the company. 
In the face of declining travel by surface transportation the company increased 

both its passenger and cargo traffic, indicating virility and continued growth. 
The company improved its competitive position in the air transport industry -

accounting for a larger proportion of industry traffic than in 1946. 
The company received authorization for the operation of several new and im

portant air routes during the year, thus increasing the opportunity for a greater 
public service. 

Operations for the year resulted in a loss. The net loss for the year amounted to 
$2,963,000 before dividends on the preferred stock. This loss was after a reduction of 
$2,240,000 as a result of the "carry-back" provisions of the Internal Revenue Code. The 
total Federal tax refund receivable amounted to $3,647,000; of which $1,407,000 represents 
the proportion that is applicable to charges made to the Reserve for Transition to Peace
time Operations and has been credited thereto. 

Gross Revenues increased to $81,731,000 in 1947 as compared to $68,083,000 in 1946 
or an increase of 20%, while total operating expenses increased to $86,252,000 in 1947 as 
compared to $68,751,000 in 1946, or 25%. 

Operating expenses do not include cost of cancellation of a contract to purchase 
Republic Rainbow airplanes, losses on disposal of surplus and superseded aircraft parts, 
nor the expenses of reassigning personnel returning from military service, aggregating 
$2,988,000; which were charged to the Reserve for Transition to Peacetime Operations. 
To cover future possible losses resulting from disposal of surplus and superseded aircraft 
and parts, this reserve was increased during the year by a transfer of $1,500,000 from 
surplus. The reserve at December 31, 1947 totals $1,879, ooo. 

Delays in the delivery of equipment affected both expenses and revenues adversely. 
The delays resulted in prolonging the operation of uneconomical equipment with a higher 
unit cost, as well as retention for an extended period of a greater number of types of 
planes, all of which leads to duplication of inventories and increases in many other 
expenses. The delays in instituting service with the more popular new planes prevented 
realization of greater revenues which they would have produced. 
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The initial costs of introducing new planes are high, and in the early stages partially offset the 
economies of their operation. Personnel training and orientation is a major part of these special costs. 
It amounted to $1,172,000 during 1947 and was fully charged to that year. Operating expenses for 1946 
have been adjusted also to reflect the full amount of this expense which was incurred during that year. 
These special training expenses will continue in 1948. 

· The major loss of potential {evenues was due to the withdrawal from service of our new, 52-
passenger, 300 mile per hour Douglas DC-6. A DC-6 of another company was involved in an accident 
resulting in total loss; an American DC-6 was involved in an accident which did not result in serious 
damage, but the cause of which seemed identical. The company, alol).g with other DC-6 operators, on 

- ACTUAL 
PASSENGER MILES 

••• JAN. FORECAST 
..... JULY FORECAST 

November 12 voluntarily withdrew the aircraft from 
service until the cause was determined and corrected. 
Thorough investigation established the causes, and ex
tensive modifications of the plane were made. Service 
was reinaugurated on March 15 and all DC-6's should 
be in service by late spring. 

With the withdrawal of the DC-6 a large portion of 
the product we were selling was suddenly withdrawn 
from the market. On the day the DC-6's were with-
drawn from service this type of equipment was pro-
viding about 50% of the passenger capacity (seat 
miles). Although greater usage of other equipment was 
made immediately, the company suffered about 30% 
reduction of passenger capacity without possibility of 
comparable reduction in expense. From November 12 g 
to December 31 loss of revenue totaled about $3,500,000. ,:;.,/ · 
This loss continues during the early months of 1948. ~ 

Unseasonal weather affected operations during 
parts of the year. January weather in 1947 caused the 
worst schedule performance that had been experienced 
for ten years and revenues suffered throughout the first 
quarter. 

Accidents experienced in the industry also had a 
bad effect on American's revenues. Many of these were 
not those of the certificated scheduled airlines, but the 
average newspaper reader does not differentiate between 
the non-certificated charter operator and the certifi
cated airline. The highly dramatic publicity attendant 
with air accidents tends to obscure the basic safety of 
air transport. Not only were the first and last quarter 
results affected but accidents in May and June caused 
a sharp unseasonal drop in revenue at a time when 
traffic normally approaches a peak. 

While some contingencies may be expected each 
year in this business, the combination and severity of 
the factors discussed were unpredictable. At the same 
time, the forces of inflation were carrying operating 
expenses upward rapidly. 



•••••••• CONSUMER'S PRICES 
(INDEX 1935-1939 = 100) 

*Express based on reve nue to the company: 
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q}aves 
In 1945 passenger fares 
were reduced substan

tially, to a level materially below the 
fares charged before the war. Due to the 
severe increases in costs of doing business 
which occurred in 1946 and 1947, it was 
necessary to increase fares 10% in April 
1947 and again on December 12. Effect 
of the latter increase was not significant 
on 1947 revenues. Our basic philosophy 
has been, and still is, to charge the lowest 
fares possible - consistent with standards 
of superior operation and a reasonable 
return. 

However, even with fare· increases 
in 194 7, air transport is still one of the 
least expensive products on the market, 
in relation to general price levels and 
speed and quality of service offered. 
Many passenger fares are still below pre
war. Since rail fares increased also in 
1947, air fares are still directly compar
able, and in many cases, are less than the 
first-class rail rate plus lower berth. In 
addition, air travel enables a reduction in 
cost of travel while enroute, such as cost 
of meals, and other incidentals. 

The enclosed chart graphically il
lustrates the comparison of the trend in 
prices of air transportation. Whereas the 
consumer's price index increased 67% 
from the -1935-1939 base period, passen
ger fares are about the same as the aver
age during the same base period. Air
freight rates in 1947 were 60% less and 
airmail payments to American were 85% 
less. 



The Impact of Increased Expenses 

and Adverse Revenue Factors 

Wages and salaries increased to $41,034,000 
from $34,024,000 in 1946, in spite of substan
tial reduction in the number of personnel. There 
were 12,130 employees at the close of the year, as 
compared with 14,266 at the beginning, or a re
duction of 15-%, An indication of the increasing 
efficiency is the fact that the company produced 
499 seat miles per day per employee during the 
third quarter of 1947 (before DC-6 withdrawal) 
as compared with 359 during the third quarter 
of 1946. Some of this can be attributed to the 
increased efficiency of the aircraft but a substan
tial proportion of it came from better perform
ance by the organization. 

It is characteristic of air transportation that 
wages and salaries account for a very large share 
of total expense, about 50%. While the improve
ment in efficiency helped, to some extent, to 
offset wage increases, the impact was substantial. 

Due to a relatively rapid rate of aircraft ob
solescence, the depreciation provided each year 
tor ultimate replacement of the fleet is heavy. 
Because of a much larger number of four-engine 
airplanes in service during 194 7, flight deprecia
tion expense was $8,783,000 as compared with 
$4,942,000 in 1946, an increase of 78%. 

The cost of gasoline increased from 
$5,216,000 in 1946 to $7,781,000 in 1947, or 49%· · 
There will be further increases in 1948. 

Parts and materials prices reflect the upward 
trend. In addition, parts for new planes are more 
complicated and of more expensive construction. 
Materials and outside services for maintenance 
of equipment increased from $4,473,000 in 1946 
to $5,012,000 in 1947, or 12%, 

Expense items of wages, depreciation, spe
cial training expense in connection with new 
equipment, gasoline, maintenance parts and ma
terials - these alone increased $15,482,000 over 
that of 1946. It is almost impossible to estimate 
the millions of dollars of revenue lost because of 
delays in equipment delivery, accidents, and un
seasonable weather. To this is added the $3,500,000 
revenue lost due to the withdrawal of the DC-6. 



in 1941 

OF ALL CARGO CARRIED BY SCHEDULED 
DOMESTIC AIRLINES WAS CARRIED BY 
AMERICAN AIRLINES 

1942 1943 1944 1945 1946 1947 

PASSENGER MILES FLOWN 

1,000,000,000 

500,000,000 

REVENUE 
PASSENGER 

MILES 

In the face of declining travel by surface transportation, American's passenger traffic in
creased 9.9%, and cargo traffic increased 34 %· 

The company improved its competitive position in the industry. During 1947 American 
accounted for 24% of the domestic industry's passenger traffic, as compared with 22·% in 1946. 
It accounted for 32% of the cargo traffic carried by all certificated airlines, as compared with 
30% in 1946. 

During the year, certain routes were consolidated so as to enable nonstop operation between 
Chicago and Los Angeles, providing improved service from the Northeast industrial area to the 
Southwest. This will enable American to regain its competitive position in the Chicago-Los 
Angeles service. In May, 1947 American was certificated to serve San Francisco and Oakland, 
California. This will result in a major improvement in service to the entire San Francisco Ba 
area. Fast, convenient schedules are operated direct from San ·Francisc Washingtog.,,_and ew 
York and additional schedules serve the South through th Dallas gatew vice -was inaugurated 
~o Milwaukee, Wisconsin; Richmond, Virginia; Midlan , , and Wilmington, Delaware; 
and American began nonstop service between New York and Cincinnati. 

In February of 1948 American was granted a direct route from Cleveland to St. Louis. This 
not only provides a valuable new service between these two cities but shortens the distance on 
our routes from New England to the Southwest and California. 

American Airlines operated during 1947 without an accident involving a passenger fatality. 
During this period and preceding it the company performed over two and three-quarter billions 
of passenger miles (one passenger transpqrted one mile) without passenger fatality. This is more 
than twice the passenger miles transported in the s½ year period from January 1936 to October 
1941 without fatality. It is equivalent to transporting an army of 1,000,000 men from New York 
to Los Angeles without a fatality, or to moving the entire population of Chicago to New York. 
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American Airlines has been a pioneer in the development of air cargo 
since its earliest predecessor company began operations in early 1926. 

Through these years, extensive time, effort, and money were spent in engineering and in economic 
research. The volume of traffic grew steadily. In 1944, American organized the first Airfreight 
service and reduced rates substantially. In 1946, a separate Contract Air Cargo Division was 
established for the purpose of gaining additional experience in carriage of property. Its activities 
were absorbed into the general operations of the company in June, 1947, after one year's experi
mental work. 

During the latter part of the year there were 8 four-engined airfreighters in service and four 
are to be added soon, making a total of 12. Recent rate reductions have resulted in substantial 
increases in volume. It has always been American's belief that Airfreight will progressively-become 
a much more important part of scheduled air transport. With more economical equipment, we 
are beginning to achieve success in developing volume freight. . 

The law does not provide for economic regulation of contract airfreight, although it is rather 
generally agreed now that the Civil Aeronautics Board should have that authority. The avail
ability of a great number of war surplus aircraft at nominal cost, thus diminishing the capital 
required to start an enterprise, encouraged certain groups to enter the business in that field. 

Most of these companies have now suspended operations. A few, finding contract operation 
not successful, applied for certificates or franchises for scheduled services. In the meantime, the 
Board has permitted them to operate regularly scheduled service temporarily, while their appli
cations are being considered. Their applications, in general, cover only long-haul services between 
the largest cities in order to ''skim the cream" of the traffic. If the traffic and revenue on these 
more dense traffic routes were diverted in such a manner, the presently certificated carrier's ability 
to provide a comprehensive freight service to the less profitable but equally important cities would 
be seriously impaired and the proper development of airfreight would be retarded. 

Many have attempted to create the impression that the transportation of airfreight is unique 
and different and that a new industry should be created. It is our strong conviction that exclusive 
freight carriage is uneconomic as compared with the costs of carrying freight by a company also 
engaged in carrying passengers, mail, and express. 



If these contract carriers should be certificated, we believe this economic fact, plus their 
realization of the costs of running an airline over a period of time, would result in their application 
for the carriage of passengers, mail and parcel post. On most of the routes operated by them there 
are already from 2 to 4 certificated airlines. The certification of the new companies would result 
in excessive competition in the transportation of all forms of traffic - mail, property, and pas
sengers; would affect adversely the economic soundness of the industry; and would result ulti
mately in higher charges to the public. 

Of the $36,638,000 expended for capital 
baulp,nenl q/leplacenienl improvements during 1947, flight equip-

-1,, ment accounted for $30,926,000. 
On April 27, 1947, American inaugurated service with the new, 52-passenger Douglas DC-6, 

an advanced type of aircraft which includes pressurization of the passenger cabin so that higher 
altitudes can be obtained without passenger discomfort and in addition permits higher speeds. The 
planes cruise at about 300 miles per hour with top speeds in excess of this. By November, 38 of 
the new planes were in service and many of the older DC-3 21-passenger planes had been retired 
from service. Public acceptance of the new plane was excellent and during the period, percentage 
of seat occupancy was greater for the new plane than that of either the older DC-3 or DC-4, while 
the unit cost of operation was less. Transcontinental flight times were reduced to 10:45 hours, 
from the fastest DC-3 time of 17 hours and the fastest DC-4 time of 13:50 hours. Flights leaving 
New York at midnight arrived at Los Angeles at 7:45 the next morning. Elapsed time from New 
York to Chicago was reduced to 3: 20 hours. Mexico City moved closer to New York and Chicago 
with scheduled flight times of 11 :45 hours and 9:30 hours southbound. The DC-6 also has reversible 
pitch propellers. Upon landing the propellers are reversed and serve as additional and superior 
brakes so that the plane can be stopped in a shorter distance, thus providing an additional margin 
of safety. The suspension of service with the DC-6 discussed previously, extended from November 
12, 1947 to March 14, 1948. It is expected that all 50 of the planes will be in service in June. 

The Consolidated Vultee "Convair" - the new, two-engine, 40-passenger plane - is expected 
to be in commercial passenger service in late spring or early summer. The initial order for 100 
has been reduced to 75, after a reappraisal of our needs. However, prior to that time, the Convair 
will be operated in scheduled cargo service as a further means of testing the performance of the 
airplane and for training maintenance and operations personnel. On 
May I we should have only 43 DC-3 type airplanes in service and these 
will gradually be replaced by Convairs. The number of DC-4 type 
aircraft will be reduced throughout the year and, to the extent required, 
converted to cargo service. 

American will be one of the very few companies to inaugurate 
. service with a new, high-performance, twin-engine airplane in 1948. 
In our opinion the Convair, like the DC-6, is superior to other planes 
of its type. With speeds approaching 300 miles an hour; pressurized 
cabin; thermal wing de-icing; and reversible pitch propellers, it will 
be the fastest, safest, and most comfortable twin-engine airplane flown. 



It will materially improve the company's competitive position as well as introduce economies. 
By the end of the year almost all of our fleet of older planes will have been replaced. When 

the program is completed American will be the only major airline with an entirely new fleet of 
modern, efficient, comfortable, and economical aircraft. 

r;1) p Improved flight performance with a greater 
:.Jt,eseacch degree of regularity will materially affect the 
growth and development of air transportation. Navigational aids and 
air traffic control problems are under intensive study. Airborne radar 
surveillance has advanced in research, but at present is still under 
service test. Improvements have been made which will result in im
proved on-time performance. 

American's planes have been equipped with Instrument Landing 
System (ILS) devices. Crews have been trained in its use, and actual 
operation has begun at certain airports, using these instruments in 

landing procedures. This is further resulting in lowered visibility and ceiling minimums and is 
reducing cancellations and flight irregularities due to weather. It is not a cure-all and does not 
eliminate weather problems under instrument landing and take-off conditions, but it will tend 
to reduce these problems and permit improvements in regularity and dependability. 

It is vital to the industry that completion of installations of proper navigational aids on the 
airways be expedited. It will be a major contribution to an economically sound industry. 

Considerable research has been devoted to the problem of air traffic control in an effort 
to prevent delays in approach and in departure from busy airports. Solution of this problem will 
be another step toward ultimate year-round dependability. 

%,e q}eJecal %cunsgovtution %ax 
During the war the government imposed a 15% excise tax on 

passenger travel and a 3% tax on shipment of goods. The primary 
purpose of the tax was to discourage unnecessary travel and traffic at a 
time when traRsportation facilities had to be devoted to wartime 
objectives. Now the railroads, the bus lines, and the airlines are operat
ing with many empty seats, yet the tax remains in effect, still discour
aging travel and traffic. The tax should be repealed. The nation is 

interested in the welfare of its systems of transportation, all forms. Repeal of the tax will permit 
the companies to increase their revenues and thus the need for assistance from the government 
will be substantially diminished. The best way to aid the transportation systems is to permit them 
reasonable opportunity of aiding themselves; this can be done best by increased business. 



{i]'t l American's greatest resource is its personnel. 
-Lersonne The combined experience and knowledge 
which the members of the organization have accumulated during more 
than twenty years gives reason for confidence in the ultimate solution 
of the problems now confronting the industry and the company. There 
were 3,684 with more than 5 years of service, 907 with more than 10, 

373 with more than 15, and 13 with more than 20 years. These wear 
the golden eagle proudly and instill in the newer employees the 
enthusiasm and cooperating spirit which makes American the leader 
in air transportation. 

Evidence of enthusiasm is shown by active participation of personnel in the Suggestion 
System. During the past year, 5,317 formal suggestions were processed. Awards totaling $11,517 
were paid to 635 employees. 

The company in turn, following its progressive policies which help maintain its personnel 
at high standards, has initiated further employee privileges during 1947. 

During the year an improved group insurance plan was installed embodying the combined 
benefits of life insurance, accidental death, sickness and accident, hospitalization and surgery. 

The sick leave policy was liberalized to protect the employee further against loss of income 
through physical disability. The normal two weeks allowable yearly may now be accumulated 
through a three year period up to six weeks of paid sick leave. 

Three weeks paid vacation will henceforth be granted to employees after fourteen years of 
service. Other employees receive two weeks paid vacation. 

Air transportation, the commodity which the employee sells, and in which he is vitally 
interested, was made available to him and his family through more liberal non-revenue mileage 
allowances, and vacation travel privileges. Experience has proven that our personnel are aviation's 
chief boosters. 

Twice yearly employees nominate those fellow workers who have accomplished some out
standing achievement, or who have exhibited extraordinary courage or. valor in the performance 
of their duties. In 1947 the following awards symbolic of the highest honors American can bestow 
were granted, in some cases for contributions made in previous years: 
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DISTINGUISHED SERVICE AWARDS 

Involving Extraordinary Courage or Valor 

Captain Frank M. Ham (deceased) and 

First Officer Harman E. Ring (deceased) - Landed an aircraft after 
total loss of power. No fatal injury was sustained by any passenger. 

William E. Thompson - (American Overseas Airlines) - (deceased) -
Who lost his life in a successful attempt to waken and warn other 
personnel of a fire in the employee quarters. 

Captain John E. Booth - Safely landed an aircraft under difficult 
flight conditions with no injury to passengers. 

Captain Wellington P. McFail- Safely landed aircraft after total 
loss of power - December, 1935. 

Wilfred Arnold - (American Overseas Airlines) and 

Oscar H. Kopnek - (American Overseas Airlines) -Assisted in a 
heroic rescue of certain passengers from a crash of another airline. 

AWARDS OF MERIT 

For service beyond call of duty but not necessarily involving Physical Courage or Valor 

John H. Koch - Originated new types of training aids for pilot and 
maintenance training. 

Allen K. Ohashi - (American Overseas Airlines) - Developed a new 

method for determining the best "time track" for long-range, trans
oceanic, flights. 

James T. Lynch - Originated the basic plans for the formation and 
organization of the Materials Department. 
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£tl1nevtcan evevseas £tltvltnes, g nc. 
At December 31, 1947, American Airlines, Inc. owned 1,082,454 

shaFes or 61.9% of the stock of American Overseas Airlines, Inc., which 
is carried on the books of the company at cost of $11,665,000. 

At the close of 1947 the American Airlines System (including the 
military contract operations of American Airlines; American Overseas 
Airlines; and the commercial operations of the latter) had completed 
15,616 transatlantic crossings. 

In 1947, American Overseas increased flights to Europe during 
the summer to 24 per week - great~r than any other transatlantic carrier. In 1947, passenger 
miles totaled 168,496,000, an increase of 50% over 1946. 

Efforts are being made to improve the average yearly passenger load .factor and to reduce 
expenses which have been high during formative years. During 1947, several functions common 
to both companies were merged with the aim of increasing efficiency and standardizing service 
more completely. One standard of service and operation now prevails over the system from Mexico 
and Los Angeles to European destinations. Uniform personnel policies are in effect. 

The portion of the operating loss of American Overseas Airlines, Inc., previously taken up 
on the books of the company, in the amount of $225,672 has been credited back to surplus in 1947. 
In 1947 the Civil Aeronautics Board established certain temporary mail rates applic~ble to 1947 
and prior years, resulting in that company's operations through December 31, 1946 showing 
a surplus of $281,799. Operations for 1947 including mail revenues accrued at the temporary rate 
resulted in a loss for the year of $1,773,200. American Overseas Airlines, Inc. has requested higher 
rates and proceedings continue on the establishment of a permanent mail rate which, it is believed, 
when received will enable American Overseas Airlines, Inc. to show an earned surplus on opera
tions through December 1947. 

American Airlines, Inc. has an obligation under a subordinated loan agreemept to lend 
American Overseas Airlines, Inc. up to $3,750,000 if required by it to comply with certain 
affirmative covenants in its bank agreement elated June, 1947. To elate $1,500,000 has been 
advanced under this agreement. 

In order to provide credit resources against un
foreseen contingencies, the company arranged 

for a bank credit of $7,500,000 on February 2, 1948 with a group of 
banks. To date no borrowings have been made under this agreement. 
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171' lri'\ 1 / I' Despite difficulties 
-c,he \:JU-.:; ook of the past two 
years, many of which will continue in 1948, 
there is every reason to be optimistic about the 
long-range prospects for the industry. 1948 will 
be another year of transition from obsolete 
equipment to new aircraft. The Convair is being 
introduced and there will be the special expense 
which attends the introduction of a new type. 
But air transportation offers a utility which the 
public will demand in increasing quantity. 

There also has been a new awareness of the 
necessity of a sound air transportation system 
as an adjunct to national defense. The Presi
dential Air Policy Commission and the Con
gressional Air Policy Board in their recent re
ports placed emphasis on this necessity. The Civil 
Aeronautics Act places responsibility upon the 

Civil Aeronautics Board to encourage and develop, through adequate air mail pay, under 
honest and efficient management, an economically sound air transportation system. 

Joint efforts of government, management, and personnel will assure continued 
progress. The gove_rnmen t can aid by expediting the installation of navigational aids, 
repeal of the transportation tax, and exercising discretion to prevent the certification of 
excessive competition. Management and personnel must continue the trend toward in
creased economy and more efficient operations. By these measures any need for aid 
through additional mail pay can be reduced or obviated. 

The stockholders also can be of substantial aid by using the services of the com
pany thereby saving precious time for themselves, and by encouraging their friends and 
associates to Fly with the Flagship Fleet. 

Respectfully submitted, 

President 

Chairman of the Board 



YEARS 1943-1947 

OPERATING REVENUES: 1947 1946 , 1945 1944 1943 
Passenger $ 71,255,221 $ 58,746,001 $ 37,317,430 $ 29,338,23 I $ 23,356,327 
Mail. 3,172,053 3,269,052 5,981,051 6,685,282 4,886,389 
Express . 1,923,383 2,083,367 2,417,105 2,483,246 2,580,562 
Freight . 4,092,532 2,860,460 967,468 46,676 
Other 1,288,171 1,124,554 732,946 690,577 628,152 
Total 81,731,360 68,083,434 47,416,000 39,244,012 31,451,430 

Expenses, Federal income taxes and re-
84,694,136 (2) J8,459,377 serves (I) . 43,076,542 34,847,849 (2) 28,258,461 (2) 

Net profit or (loss) carried to surplus (2,962,776) (375,943) 4,339,458 4,396,163 3,192,969 
Current Assets 33,782,452 55,340,431 30,420,420 32,187,698 27,959,ll8 
Current Liabilities . 19,605,481 20,261,437 16,536,268 13,120,576 11,418,980 
Net Working Capital . . . . . . . 14,176,971 35,078,994 13,884,152 19,067,122 16,540,138 
Aircraft, Ground and Other Equipment 

( depreciated value) 69,330,056 44,865,321 9,689,548 5,385,731 4,270,605 
Total Assets 121,315,020 127,930,051 45,857,823 39,259,256 33,476,517 
3% Sinking Fund Debentures, Due 

40,000,000 June 1, 1966 . . . . . 40,000,000 
Pre.ferred Stock Outstanding 40,000,000 40,000,000 549,474 5,100,000 
Common Stock Outstanding 6,452,835 6,452,835 6,452,838 6,385,8ll 5,748,480 
Paid-in Surplus . 6,159,654 6,159,654 6,267,434 5,855,878 1,942,682 
Earned Surplus . 6,534,140 12,396,916 13,422,303 10,376,858 7,4ll,97l 
Total Surplus . 12,693,794 18,556,570 19,689,737 16,232,736 9,354,653 
Net Worth 59,146,629 65,009,405 26,142,575 23,168,021 20,203,133 
Commercial Airplanes (at end of year) .154 115 ll7 67 47 

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

predation, Obsolescence and 
Interest 44.7 41.2 37.2 39.4 40.8 

Provision for Depreciation and 
Obsolescence 6.2 3.9 1.9 1.7 2.!I 

Interest . .5 .3 
Total 51.4 45.4 39.l ' 41.l 4!1.1 

Revenue Ton Miles Flown . 169,229,909 152,493,552 100,303,128 72,575,503 53,397,039 
Revenue Miles Flown . 61,086,558 63,356,885 47,988,164 34,581,949 26,397,687 
Passenger Seat Miles Flown . 2,066,891,042 1,603,159,04-i 891,243,514 636,211,268 494,320,807 
Revenue Passenger Miles 1,437,869,883 1,307,908,611 801,219,3ll 572,094,ll2 435,913,741 
Passenger Load Factor 69.6 81.6 89.9 89.9 88.2 
Air Mail Ton Miles 7,013,493 7,238,049 13,326,023 11,166,384 8,145,462 
Air Cargo Ton Miles . 21,717,523 16,239,844 7,903,845 5,389,226 4,882,ll5 

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

4,886 4,212 Passenger . 3,339 3,309 !1,!105 
Mail. 242 231 555 646 617 
Cargo 601 364 329 !Ill 570 
Total 5,729 4,807 4,223 4,266 4,290 

(1) Includes net of other income and 
deductions. 

(2) Excludes provision of $1,500,000 in 
1947 (which was charged directly 
to surplus); but includes $1,000,000 

~~ 
in 1944 and $1,750,000 in 1943 for 
transition to peacetime operations. 

'M 
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State,nents ol eonsoliJateJ gnco,ne 

OPERATING REVENUES: 

Passenger 
Mail 
Express 
Freight. 
Other . 

OPERATING EXPENSES: 

Flying operations. 
Ground operations . 
Main tenance and repairs 
Passenger service . 
Traffic and sales . 
Advertising and publicity 

DECEMBER 

Ewployee welfare (social security, retirement benefit plan, etc.) 
General and administrative . 
Provision for obsolescence and depreciation . 

INCOME DEDUCTIONS (NET) : 

In terest expense (Note 6) 
Other deductions 
Other income 

FEDERAL "CARRY-BACK" TAX REFUND (Note 3) 

NET LOSS FOR YEAR 

Year Ended Year Ended 
Dec. 31, 1947 Dec. 31, 1946 

$7 I ,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 

,070,534 
.,. / 2,464,008 
/ 1,809,107 

5,120,790 
10,433,060 

$86,252,043 
$ (4,520,683) 

$ 768,984 
337,838 

(424,729) 
$ 682,093 
$ (5,202,776) 

2,240,000 

$ (2,962,776) 

$58, 7 46,00 I 
3,269,052 
2,083,367 
2,860,460 
1,124,554 

$68,083,434 

$14,4 I 0,681 
11,835,554 

l 

14,606,173 • ~ 
5, 190,984 ·~ •"->V J 
8,424,484 ~ .... 
2,155,634/ 
1,515,821 
4,762,542 
5,849,024 

$68,750,897 
$ (667,463) 

$ 428,521 
306,589 

(391 ,630) 
$ 343,480 
$ (1 ,010,943) 

635,000 

$ , (375,943) 

R eference is made to accompanying notes: page 22 

PAID-IN SURPLUS 

Balance at beginning of year 

Deduct: 

Expenses in connection with sale in June 1946 of 400,000 shares 
of 3½% Cumulative Convertible Preferred Stock 

Balance at end of year . 

EARNED SURPLUS 

Balance at beginning of year 

Deduct: 

Net loss for year 

Additional provision for transition to peacetime operations 
(Note 2) . 

Dividends paid on 3½% Cumulative Convertible Preferred Stock . 

Balance at end of year (Note 4) 

Year Ended Year Ended 
Dec. 31, 1947 Dec. 31, 1946 

$ 6,159,654 $ 6,267,434 

107,780 

$ 6,159,654 $ 6,159,654 

$12,396,916 $13,422,303 

2,962,776 375,943 

1,500,000 

1,400,000 649,444 

$ 5,862,776 $ 1,025,387 

$ 6,534,140 $12,396,916 

Reference is made to accompanying notes: page 22 
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ConsoliJateJ fBalance Sl.,eets 
AT DECEMBER 31, 1947 ~ND DECEMBER 31, 1946 

CURRENT ASSETS: 

Cash 
U. S. Government securities (short term) at cost 
Accounts receivable (less reserve, 1947 -$147,230; 1946 - $39,077) 
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 I): 
American Overseas Airlines, Inc. 
Other . 

Special deposits 

Miscellaneous investments 

FLIGHT EQUIPMENT, at cost . 

Less: Reserve for obsolescence and depreciation 

LAND, BUILDINGS, AND OTHER EQUIPMENT, at cost 

Less: Reserve for depreciation . 

DEFERRED CHARGES: 

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

Reference is made to accompanying notes: page .22 

Dec. 31, 1947 Dec. 31, 1946 

$ 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 

$ I 6,187,548 

$ 73,381,324 
I 

18,619,472 

$ 54,761,852 

$ 19,815,259 

5,247,055 

$ 14,568,204 

. $ 581,626 
1,433,338 

$ 2,014,964 

$121,315,020 

$ 7,998,019 
31,850,899 
12,315,732 
1,280,000 
1,895,781 

$ 55,340,431 

$ 11,652,948 
1,351,000 

12,067,534 

325,269 

$ 25,396,751 

$ 46,186,432, 

12,400,162 

$ 33,786,270 

$ 14,851,321 

3,772,270 

$ 11,079,051 

$ 599,283 
1,728,265 

$ 2,327,548 

$127,930,051 

~ 

CURRENT LIABILITIES: 

Accounts payable . 
Accrued salaries and w'l:ges 
Other accrued liabilities . 
Air travel plan subscribers' deposits 

TOT AL CURRENT LIABILITIES 

UNEARNED TRANSPORTATION REVENUE . 

3% SINKING FUND DEBENTURES, DUE JUNE 1, 1966 

RESERVE FOR TRANSITION TO PEACETIME OPERATIONS (Notes 2 and 3) 

CAPITAL STOCK: 

Preferred stock, par value $100 per share: 
Authorized 
Issued and outstanding (3½% 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 . 

SURPLUS (per attached statement): 
· Paid-in surplus .. 

Earned surplus (Note 4) . 

COMMITMENTS AND CONTINGENT LIABILITIES (Note 5) 

Number 
of Shares 

600,000 
400,000 

12,000,000 

6,452,835 

1,904,762 
250,000 

500,000 
None 

Reference is made to accompanying notes: page 22 

Dec. 31, 1947 

$ 

$ 

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

19,605,481 

684,171 

40,000,000 

1,878,739 

40,000,000 

6,452,835 

6,159,654 
6,534,140 

Dec. 31, 1946 

$ 12,554,467 
618,623 

1,780,522 
5,307,825 

$ 20,261,437 

699,665 

40,000,000 

1,959,544 

40,000,000 

6,452,835 

6,159,654 
12,396,916 

$121,315,020 $127,930,051 



American Airlines, Inc. and Consolidated Subsidiary 

Notes to Financial Statements 

Note 1: At December 31, 1947 the Company 
owned 61.9% of the capital stock of American 
Overseas Airlines, Inc. and $1,500,000 of the lat
ter's long term notes subordinate to its bank 
loans. The Company's proportionate interest i11 
the subsidiary's reported operating results, based 
on temporary U. S. airmail rates fixed by the 
Civil Aeronautics Board, amounted to $1,096,914 
loss for 1947, $210,341 income for 1946, and 
$910,697 loss from date of acquisition in July 
1945 to December 31, 1947. No provision has 
been made in the Company's accounts for its 
proportionate interest in the subsidiary's re
ported net loss as the Company anticipates that 
such loss will be eliminated upon establishment 
of permanent mail rates retroactive to January 
I, 1945• 

The .Company's proportionate interest in the 
undistributed net income of other subsidiaries 
not consolidated (which are wholly-owned) was 
not material in amount. 

Note 2: Losses on cancellation of a contract 
to purchase Republic Rainbow airplanes and 
disposal of surplus and superseded aircraft parts 
and expenses of reassigning personnel from mili
tary contract to commercial operations and 
retraining personnel returning from military 
service, aggregating $2,987,805 for 1947 and 
$1,435,456 for 1946, were charged to the reserve 
for transition to peacetime operations. 

In 1947 $1,500,000 was credited to this re
serve, by transfer from earned surplus, to pro
vide for further extraordinary losses which may 
be sustained in 1948 or later years on disposal 
of surplus and superseded aircraft and parts in 
completion of the transition to peacetime opera
tions. 

Note 3: The total Federal tax refunds re
ceivable under the "carry-back" provisions of 
the tax law all).ounted to $3,647,000 for 1947 
and $1,280,000 for 1946. Of these $1,407,000 for 
1947 and $645,000 for 1946 (representing the 
portion of the total refunds resulting from losses 
and expenses charged to the reserve for transi
tion to peacetime operations) was credited to 
the latter reserve. 

Note 4: As a result of restrictions specified 
in the terms of the outstanding debentures and 
preferred stock none of the earned surplus at 
December 31, 1947 is available for the payment 
of dividends on the common stock. 

Note 5: At December 31, 1947 the Company 
had outstanding commitments for the purchase 
of flight and other equipment requiring aggre
gate expenditures of approximately $17,000,000. 
It is anticipated that all of such expenditures 
will be made during 1948. 

The Company is obligated, upon request by 
American Overseas Airlines, Inc., to loan this 
subsidiary $2,250,000 (in addition to $1 ,500,000 
loaned in 1947) against long term notes subordi
nate to the subsidiary's bank loans. 

Note 6: The amounts shown as interest ex
pense in the statements of consolidated income 
are exclusive of interest capitalized or deferred 
($431,016 in 1947 and $343,770 in 1946) to re
flect the cost of financing the acquisition of 
equipment and facilities prior to date of utiliza
tion in operations. 

Note 7: The accompanying financial state
ments for 1946 have been revised from those 
contained in the annual report for that year 
as follows: 

(a) In 1947 the Company adopted the policy of 
charging to current operations the expenses 
of training personnel for operation of new 
aircraft which resulted in $B87,179 greater 
loss for 1947 than if the previous policy of 
deferring and amortizing these expenses had 
been continued. To conform to the new 
policy 1946 training expenses previously de
ferred in the amount of $349,148 have been 
retroactively included in operating expenses 
in the accompanying statements for 1946. 

(b) In 1947 American Overseas Airlines, Inc. 
received a retroactive increase in temporary 
airmail rates which resulted in a net profit 
from date of acqllisition to December 31, 
1946 instead of a net loss as previously re
ported. Consequently the reserve of $225,672 
previously provided by the Company for its 
proportionate interest in the subsidiary's 
net loss to December 31, 1946 has been re
troactively reversed in the accompanying 
statements for 1946. 

(c) Various changes (not affecting net loss or 
surplus) have been made in the classifica
tion of 1946 items to conform to the classi
fication followed in the statements for 1947. 



We have examined the consolidated balance sheets of American 
Airlines, Inc. and Consolidated Subsidiary at December 31, 1947 and December 
31, 1946 and the statements of consolidated income and surplus for the years then 
ended, have reviewed the system of internal control and the accounting procedures 
of the Companies and, without making a detailed audit of the transactions, have 
examined or tested accounting records of the Companies and other supporting 
evidence, by methods and to the extent we deemed appropriate. Our examination 
was made in accordance with generally accepted auditing standards and included 
all procedures which we considered necessary in the circumstances. 

We have made similar examinations of the balance sheets at 

December 31, 1947 and December 31, 1946 and the statements of income and 
surplus for the years then ended of subsidiaries not consolidated other than 
American Overseas Airlines, Inc. The consolidated balance sheets at December 31, 
1947 and December 31, 1946 and the statements of consolidated profit and loss and 
earned surplus (deficit) for the years then ended of American Overseas Airlines, 
Inc. and its subsidiary companies have been examined by other independent 
accountants, whose audit reports have been furnished to us. 

In our opinion, the accompanying consolidated balance sheets 
and statements of consolidated income and surplus present fairly the position of 
American Airlines, Inc. and Consolidated Subsidiary at December 31, 1947 and 
December 31, 1946 and the results of their operations for the years then ended, 
in conformity with generally accepted accounting principles applied on a con

sistent basis. 

New York, N. Y. 

February 20, 1948 

ARTHUR YOUNG & COMPANY 




