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AMERICAN AIRLINES SYSTEM

CABLE ADDRESS AMAIR

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

August Rlst, 1947

To: THE DIRECTORS

Report on Business

Domestic

This sumuer has seen a continuation of the steady growth of seat
miles flown by American Airlines, Inc., and has been accompanied by stead-
ily increasing competition from other carriers. Despite an unsettled ele-
ment in the economic situation and the effect of the lMemorial Day accidents,
which, I might add, has been felt longer than on any previous occasion, Amer-—
ican has increased steadily in the number of passenger miles flown and the
number of passengers carried, and has also increased its proportion of the
traffic carried on certain competitive routes. This increase has been accom-
plished by offering more service with the DC-6 and intensified sales efforts
on all flights, but in particular on the transcontinental and other special
flights.

As of mid-jugust American appears to have passed the crux of the
sumner lull which was brought about by a public apprehension regerding air
travel and at a time when we were adding new service quite rapidly. Business
suffered in July as compared with June. However, the first fifteen days of
August have shown a remarkable upsurge and the five days from the 15th to the
Z0th have been even better. We confidently expect this trend to continue and
it will probably mark August as a record month in passengers carried and
should certainly be a profitable month.

Although we do not have the figures for air cargo for the first fif-
teen days of August, we have continued to make marked increases in the number
of pounds carried and August should be the highest month in our history for
air cargo.

Traffic Statistics First 15 days

June July August
Seet Miles 17¢,700,000 200,100,000 98,440,000
Passenger iiles 131,700,000 128,700,000 08,501,000
No. Passengers 24.4,,000 253,000 143,671
Psgr. Load Factor 73.7 64.3% 69.6%
Meil Ton Miles 565,000 572,000 *
Express Ton Miles 368,000 365,000 *
Airfreight Miles 779,000 841,000 : *

*Figures not available.
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Qverseas

Distressing economic conditions in Europe, particularly Englend, and inter-
national tension have combined to meke the overseas performence less satisfactory
then had been expected. We anticipated the months of June, July and August would be
very good eastbound. This moved back to the point where we had very good business
from April 15th to July 15th, from which time the trend was downward.

During the month of July, earned revenues for the Company are estimated
at §<,598,000, 5.7% above the $<,458,695 of June, although revenues per mile de-
creased from $2.97 to $<.93. Decreased eastbound passenger loads were experienced
by AOA, together with =11 other North ptlantic carriers, somewhat sooner than had
been anticipated. Passenger average eastbound during June was 34 per trip, a 975%
load factor, considered the maximum for good passenger handling. This declined to
28 during July, and has continued to drop to an average of 175 for the week ending
August 16th. Westbound loads, reflecting the return of passengers curried east-
bound during the spring and early summer has risen to virtually 100% of pass-
enger capacity and reports from Europe indicate that high passenger traffic may
be anticipated through the fall and esrly winter months. It is anticipeated
that a lower load factor, such &s we are now experienceing, will continue eastbound
until next spring with the exception of certain tour parties and other speciesl
business which we are now soliciting. With reductions in schedules, overall load
factor eastbound and westbound should remain about constent during the winter
months.

Cargo business has not shown the increases anticipated eaustbound since intro-
duction of the air freighter service and during the month of July showed a decrease
of 11% from the month of June. However, westbound cargo nearly doubled for the
month of July reeching a total of 32,000 pounds compeared to 17,000 in June, due
largely to carriage of dogs from Germeny, not possible before inauguration of air-
freighter service. During the first 10 days of August eastbound cargo has increased
to the June level with 25,360 pounds cerried while westbound continues to increase
with 17,800 pounds for the 10 days.

You will be interested to know that the overseas advertisement with the
coupon attached has been very successful in eliciting inquiries anda we fecl that
it will be of real help in bolstering our eastbound loads. 4 copy of the booklet
mentioned in the ad will be sent to you in the next few days.

During the month of July sales meetings were held in the five regional
cities and beginning with August an intensive advertising campaign has been
started which is designed to continue the present upswing in business.

Vice President - Sales

resd eh



AMERICAN AIRLINES inc.

CABLE ADDRESS AMAIR

LA GUARDIA FIELD * NEW YORK AIRPORT STATION,N Y « HAVEMEYER 6-8800

TO: THE DIRECTORS August 21, 1947

Douglas DC~6

To date, we have received our fourteen DC-06 sleeper type airplanes (operated cur-
rently ss deayplanes and including two NX airplanes currently being modified to NC
airplanes at Douglas) and seventeen DC-6 dayplanes. These airplanes are being
routed through our Tulsa shops for certain modifications prior to operation, part-
ly to expedite the initial operation and partly to accommodate last minute changes
found desirable in early operation. A substantial program of such corrections and
improvements has been developed by our operating experience to dete and it has been
found desirable to accept a temporary deferment of continued DC-6 deliveries beyond
our thirty-first to accommodate the majority of such corrections and improvements

in the factory program, prior to our acceptance of delivery. This program has been
arrenged with Douglas (involving a forty-two dsy delay in subsequent DC-6 deliver-
ies) and is similar to a concurrent United program. According to this program, we
will receive our next DC~6 on September 18, after which the gap will rapidly be
closed so that not later than October 15, we will be back on the previous DC-6 de-
livery schedule. Subsequent airplanes are to be delivered as per previous schedule
to a total of fifty not later than December 15. According to this program, it
should be possible to have all our DC-6's in operation before the first of the year.

Last week we negotisted an arrangement believed to be fair to both parties, cover-
ing the costs and accomplishment of DC-6 corrections end improvements, both those
contemplated under the contract warranty and those partly or entirely outside such
provisions. According to this asgreement, Douglas will bear all costs of warranty
corrections whether accomplished at the factory by the return of the aircraft, or
accomplished with their permission by AA in its shops. With respect to items of
agreed joint responsibility, constituting partly corrections and partly improve-
ments, negotiation resulted in Douglas' agreeing to accomplish such changes on un-
delivered aircraft and to provide kits for installation in already delivered alr-
craft, AA agreeing to bear the cost of the labor of installation in such delivered
aireraft. Obviously, those items considered to be improvements over and above the
contract and specifications will be subject to individual negotiation with AA bear-
ing any resunltant costs. A substantial program has alsc been arranged, leading to
the early correction of such opersting difficulties as have been experienced, the
majority of which hgve been confined to the supercharging system. These supercharg-
ing and ventilating difficulties have been both annoying and expensive and Douglas
is about to submit to us a proposal which contemplates a continued sharing of the
costs of materisls and overhaul, pending the demonstration of completely satisf
tory performance and endurance. This, plus the competitive situation existing wit
other supercherged aircraft, should provide a distinct incentive for the most
dustrious efforts leading to early correction and improvement. Our difficultie
in this field are largely matters of detailled mechanical design and workmanshi
since we have repeatedly demonstrated that when the equipment is working prcyar
the results are very satisfactory. The failures to operate correctly have
all traceable to deficiencies of design, materials or workmanship in which
however, admit some joint responsibility due to the undeveloped state of the
Other troubles of less comprehensive nature are, I believe, of a type ti
cipated in the early operation of any new airplane and are being correcte
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rapidly as possible. In general, the performance and operation of DC~-6 aircraft
has been very sztisfactory. We are particularly pleased with the performance to
date of our engines and propellers, the engines demongirating equal quality with
new and substantially more expensive engines, and the propellers operating with
reversing as an accomplished and satisfactory feature, whereas competitive propel-
lerg are still wit hout reversing ability.

Convair

The Convalr situation is definitely disappointing with respect to delivery accom-
plishment, although the quality and usefulness of the eventual alrplane remains
assured. Consolidated-Vultee are finding their production difficulty in the final
stages of engineering development of the innumersble details of design, shop tech-
nigques and assembly system which have, from my observation, always proven to be

the critical times in the development of new saircraft, pesrticularly by those in-
experienced in such transport developments. Consolidated-Vultee is far ghead in
the manufacture of fuselsges, landing gears, wings, center sections, nacelles and
2ll major units of the basic airplane. They have had to greatly slow down their
production of these units to allow finished airplanes to start coming off the as-
sembly line. The final completion of the 2irplanes, however, awaits the detailed
design development and functicnal demonstration of innumerable matters such as
door latches, cowl latches, front door and step operation, engine exhaust outlet
and asscciated fairings, headlinings, passenger chairs and buffet details, etec.,
etc. Each of thesge units and detsils is well along toward completion but is not
yet reedy to release in fully satisfactory functional form and the delivery of air-
planes must await the finsl releases to production and instsllation of these units.
This is not an unanticipated condition nor one zbout which Consoclidated-Vultee were
not adequately advised. There is spparently, however, no substitute for experience,
end that experience 1s now being acquired. The situaticn is frankly admitted by
Consclidated-Vultee management and every effort is being made by them tc reach an
early solution of the problems. Meanwhile, the CAA flight testing program is pro-
ceeding and we have been unofficislly assured that no characteristics are recog-
nized which should impede the normal progress of such tests and the fairly early
granting of an approved type certificate. We have currently negotiated the early
availability of three NX airplanes which, admittedly, will be deficient in some

of the functional refinements mentioned above, but which are now promised for de-
livery in September. Subsequently, it is believed thst the first NC'd airplane
with adequate correction of all anticipated deficiencies may be availsble about
November 15, We should thereafter receive airplanes to an estimated eight by
Januery 1, and an estimated six per month thereafter with some further sccelera-
tion possible by spring.

WL/**




AMERICAN ATRLINES, INC, AND CONSOLIDATED SUBSIDIARY
GONSOLIDATED BALANCE SHEETS

AT JULY 31, 1947, JUNE 30, 1947 AND JULY 31, 1946

ASSETS
July 31
'CURRENT ASSETS:
Cash on hand and demand deposits & 8,778,200,
Marketable securities (approximetely market)s
U. S. Government $ 13,165,39.
Cenadisn Government ’ > =
$.13.165,39%,
Accounts Reeeivable: :
U. 8. Government ;
Por the transportation of air mail & 632,870,
For air travel, etc. : 503,720,
For services performed at cost under wer contracts =
Air travel plan subsoribers : 3,066,288,
Airline companies and agsnis 7,932,900,
Intercompany accounts ‘ : 58,767.
Other trade accounts 1,800,596,
Indebtedness of employees : 172,300,

Federal tax refund receivable under ”carry—back"
provisions of the tex lew

Lesss Reserve for doubitful accounts -

Inventories of materials and supplies
Total Current Asssts

THVESTMIENTS AND SPECIAL FUNDS:
Investments in sad advances to subsidiaries not

consolidateds
~ American Overssas Airlines, Inc. less reserve .
of §225,671. _ ¢ 12,931,288,

Other, at cost 1,501,000,
Miscelleneous investments 339,884,
Deposits- asquieition of airplanes and engines:

Gash ,4-12,6900

U, S. Govermment Securities (epproximetely market) 156,000.

Other special deposits

FEDERAL INCOME TAX ADJUSTHENT (For 1947 See Hote 4) 015,00
FLIGHT EQUIPHMENT (INCLUDING SPARE PARTS AND ASSEMBLIES) § »793,069.
leas: Reeserve for obsclescence and depreciation 15,718,729,

LAND, BUILDINGS AND OTHER EQUIPMENT, AT GOSI' - § 17,913,194,
less: Reserve for depreciation o des 623,916,
LONG TERM OPERATING PROPERTY PREPAYMENTS $ 904,739,
DEFERRED CHARGES: :
Prepaid rents, insurance and other expenses . $ 451,829,
- Unamortized debenture discount and expenses 5'76 222,
Uther deferred charges _ , 2

8/19/47 Fxplanatory Fotes are Attached Hereto

3 241;439. i
7 329,546, :

’148’222.
120,717,

14,080,602




; . AMERICAN AIRLINES, INC. AND CONSOLIDATED SUBSIUIARY |
; CONSOLIDATED BALANCE SHEEDS Eage 1

AT JULY 33, 1947, JUNE 30, 1947 AND JULY %1, 16h6

LIABILITIEsﬁ CAPITAL, STOCK AND SURFLUS

CUBRENT LIABILITIES:
Ageounts payable

July 31, 1947 June 30, 1947 July 31, 1945

$ 3,978,937

$ U, 326,252,

$ 6,320,057,

Mvidends decleared - preferred stock 350,000. -, =
Airline companies~ traffic balances #,188,914. 6,83k, 830, 4,115, 344,
Intercompany accocunts - 1,315,167, 1, 300, 4ok,
ALr Yravel plan subgeribers' dsposite 5,150, 575. 5.193%,075. 5, 027, 325-
Agcrued selazies and vages _ 1. 086,406, 752,567 ?iﬂggh3¢
Agorued Federa)l income taxes (1945 end prisr years) 238, 6%0. 238,650, 2,149,669,
Other accrued taxes 262,204, 466,836, 222,282,
‘Accived interest on debentures 200,000, i@ﬁgagag EQQ%Q@Qg
Other acorued Limbilities 1,097,606, 965, 547 1,154, 626,
Totel Current Liabilities $ 20,573,292, ¢ 20,21%,0%8. § 21,208,093,
UNEARNED TRANSPORTATION REVENUE $ 810,269, $ 815,903, $ _ 6%6 262
3% SINKING FUND DEBENTURES -~ DUB JUFE 1, 1966 $ 40,000,000, § WO,G00,000. $ M0,000,000.
RESERVE FOR TRANSITION TO PEACETIME OPERATIONS $ 1.329.9%%, $ 3.330.928. $_1.897.86L.

CAPITAL STOCK: :
Preferred stock, par value $100 per share
Authorized ~ 600,000 shavea
. Isened and outstanding~ 400,000 ghares (3%
Oumnlatize Convertidle)
Common s%ock, per value $1 per shere
Aunthorized ~ 12,000,000 sherses :
Igsued and outstending = 6,452,825 sheres
250,000 shareos resszved for option expiring 6/1/50
at $11.70 per shave ~ 1,904,762 ehares reserved for
conversion of 3% Cumulative Convertibis Preforred
stock (at $21 por shars)
Buployses stock, par value $1 per share

$ 40,000,000, £ 20,000,000, $ 40,000,000,

$ 6,452,815, $ 6,452,835, 3§ 6,450 838

Authorized - 500,000 shares

lgsved and outstanding ~ none 8 = & = 8 -
SURPLUS _ |
Paid-in surplus $ 6,159,653, $ 6,159,693, $ 6,267 Wih

Barned surplus

. Balence at begimning of year

Net profit (loss)- yesr %o date 2,220,179, 2: 287,293 33, 06L.
: e $10,300, 211, § 10,233,097, $ 13,455, 367.
Loss: Dividends declared on preferred stock 1,050,000, TO0, 000. -
Total Farned Surplus $ 9,290,211, 5 9,533,097, $.13,155 367
Total Surplus $ 15,409,865, $ 15,692,719, $19,7p2.801.
124,596,002, %12k, 505,457, 129, 937,555,

/1947

$ 12,520,391

$ 12,%20,39%.

$ 13,422, 302,

Explenstory Notee ere Attachsd Hoxsto
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AMERICAR AIELINES, INC. AND CONSOLIDATED SUBSIDIARY
HOTES PO FIBANCIAL STATEMENTS

JULY 31, 1947

The accompanying finsnclel statements imclude Americen Airlizes de Mexieo,
8.A., a vholly omed subsidiary, but ds not include Sky Chefe, Ine.,
Manbsttan Alr Torminals, Ing. {(both wholly owned) or American Overzess .
Airlines, Inc. (61.8H owned).

Amsrican Overseas Alzlises, Ine. on $ho besis of & temporary airmail rate
of [5¢ per ton mile opersted ad o loss for the sevsn mouths endimg July
3i, 1947, the Company®s proportionate share of whioh is 2ot refleocted in
the attached statements. This subslidiary bes pending before the Civil
boronsutics Board a roquest for adjustment of alrmeil rates for the years
1945, 1946 and 1947. The extent, if sny, by which zuch airmell vetes mey
be adjusted and ite offect upon the Compenyls profit and loss sitatemend

ig indsterminable at this tims.

The Compsny hes commitnments for the pvrchass of eperating property and
eguipment approzimating $29,000,000. I% is expected thet 1,000,000
thezeof will be expezded inm the lest five months of 1OUT end %15;»000,000

im 1948.

The Company is guavantor of Americun Overgess Airlines, ﬂlma &d rplane
perchase agreemsnt involving o contingent 74abilisty of €9,150,000 at
Jﬂy 310 19&70

Operating expenses for the seven months ended July Fi, L1947 do nmot izclude
oosto and expenses of retraining and reasoigning personnel returaing Trom
ailitary sorvices, or soats sustained in cancellation of %the Hepublie

Eaisbow purchase comiract, or profit or loss on dlsposal of superseded
aireraft. The portien of such costs equivalent ¢o the Federal incows tax
oredis resulting fror their dedmetablliity for taz purposes was chasged %o
profit and lose in ths amount of #356,00%. and $hs balance in the amount

of $604,607. was charged to the ressrve for transition o pencetime cperations.

The attachod statements reilect an snticipated reduction in 1947 Federal
income tex of $2,015,000. scmputed at 6% of the loss on the Hex basie fow
the seven monthe ended July 31, 1947. Showld cperations for the ysar re-
gult in a loss, the rate of the anticipated credit would be inersased %o
approximately U8H due to the carry-back provisions of the Federal tax law

as o refund on taxes paid for the year 19U5.

The financisl stateoments include provision of $165,935. for the estimated
cost of overhauling D0<6 aircraft and engines, $1.26,556 of which is re-
fiected in operating expenses.

During the seven months exding July 31, 1947 the Company deferzed $1,136,854.
interest peid on debenfurss used for financing acquisition of equipmsnt and
fasilities, and sxpense incurred in training of persconel for operation of
neyw Hyps alrplenes. Zhe intersst is being capitalised as the equipnent is
placed in service, and the tralning expsnsss are being amortized over a
period of four years. The Federal income tax credit includes $432,765. re-
suliing from the aforsmentiocnsd deferred interest and tzaining expensss.



AMERICAN AIRLINES, XNC. Page 3
Passenger, Hail, Express and Airfreight Statistice
July 1947
% Inorease 7 Henths 7 Henths § Increcse
1946 or Deeresse _July 1947 = _July 1946 o Dearcsgs
Eaggengers

Revenue Miles Flown in Paasengar Ssrviee 5,377,060 3,250,807 204 33,003,962 32,683,989 1.0
Revenue Miles Flown - Totel 5, 632914%6 5, &cﬁ 02 b 35» 359,140 33,912,020 1.3
Revenue Miles - DC-3 2,447,086 .é,ﬂ%.wﬁ)@ 43¢5 %9&3"‘ 30, &%35, 848 38,3

Revenue Mileg - Dl=4 2,113,735 1,074, 21.&, 9%3 14 €70,5L4 395,26 é;!“ 334.0

Revenue Miles - DC-6 %,325 i, %?‘3‘0563% -
Revenue Passengers Carried 282,568 228, é:’?é ;‘123 1,542,522 1,220, &;@ 26.4
Revenue Passenger Miles Flown - Total 128,703,649 115 3.%,;618 15,7 808, é&ﬁ@@ é%;%,,r!-,%,&\s 23.8
Revenus Passenger Miles - DG-3 91,3"?5,,(%,75 7L 30%3%6 56,0 237,716,892 512,655,112 53,6
Revenue Passenger Miles - DO-4 élg!,,!,ﬁ,?egﬁ .%3 8?5@279 &G 0 1@%3&1@ 326 Léﬁ 7%&01 25104

~ _Revenue Paseengey Miles - DC-b 35,883,189 76,152,702 o -
Seat Hiles Operated - Total 200,119, "162 13931333:6’“ -u@f i 3_&@. @5550’?7 761,889,209 52.9
Seat Miles - DC-3 9,238,621 85,634,536 "351,108,467 591,922,352  40.7
Seat Miles -. DO-4 95,760,592 53, 548, €31 768 711,149,870 ‘..0‘999@6,85‘? 318.4

‘Seat Miles - DC-6 55,119,949 - - 102, V694,740 :

?&Sﬂﬂﬂeﬂr w Famr st SM& &93 &53 - 6?0& eémé, i ord

Pazsenger Ioed Faster - DC-3 €3.7 832.3 - €7.7 87.2 -

- Pessenger Lead Faciocr - DCei - 64.2 82,0 - €9.6 83,2 e

~ Pessenger Load Fastor - DC-6 65.1 - - 4.1 - -
~ Average Length of Haul Per Passenger 310 511 0.2 . 524 535 2.1
Tons Carried 691 722 Le3 4,916 6,031 18.5
o rm m.. nﬂm 571,93? 4833?% ig.2 43118'%9 4;05595"’3 106
" 814 875  20.6 5,913 4,518 30,9
364,686 33,497  16.4 2,721,030 2,280,813 = 19.3
1,626 . 809 100.7 : 993% 3,‘37 17304:
 BaC,BLL 445,932 86.9 5,198,132 2,07'7,646 150.2

502 8.6 L 513

L
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AMERICAN OVERSEAS AIRLINES, INC. AND AMERICA OVERSEAS AIBLINLS, LID.
CONSOLIDATED BALANCE SHERTS

AS AT JULY 31, 1947, JUNE 20, 1947 AND JULY 31, 1946

ASSEDS AND DEFERRED CHARGES

 July 31,1947 June 30,1947 Ji
CURRENT ASSETS: : A i1 : )
Cash in banke and on hend $ 3,688,865, $ 1,984 &

U. 5. Government Securities $ 1,497,475, $ -

Accounts Receivable ‘
U. 5. Goverament
Services performed under contracts $ 3, 1}27.1&616 $ 3 396.036 $ 2

Legs: advance payments received , g,} ) 111.;5&,
3 25.075- 3.28 .882.

Less: reserve for adjustments on govi. confracts
$ 3.123.725 5 2.985. 529

Tranaportation of air mail - U.S, : 556, 890, mg 31&1.

Transportation of air mail - Foreign : 1,083, 14, 192.

Air $ravel, eto. L 243,478, 226,089.
Traffic and express balances 1,330,157. 1,150,8670.
Due from employees o : 102,982. 113,656,
American Airlines, Inc. ' : 5 b1 363.8&3
Other trade ascounis :

Net Accounts Recelivgble
Inventories- parts and supplies
Other current assote

Total Current Assete

GOVE. CONTRACT ADVANCE PAYMENT ACCOURT
INVESTMENTS AND SPECIAL FUNDS

Advence on purchase of aireraft snd engines $2 8@9.722.
Other o R
Total Investments and Special Funds $ 3,089,471, % 2,895,229,
FLIGHT EQUIPMENT, AT COST $10,118,941. 0,013,852,
Less: reserve for depreciation 861, 6, 8l
Flight Equipment - Net 080,
BUILDINGS AND OTHER BQUIPMENT, AT COST $1,715,3 22 $1 660.
Less: reserve for depreciation
Buildings and Other Equipment = Net : 1 L, 725,
HON-QPERATING PROPERTY AND EQUIPMENT $ L4, 229,
UNAMORTIZED EXTENSION AND DEVELOPMENT COSTS g3,
LORG TERM OPERATING PROPERTY PREPATMENTS 1 o
DEFERRED GHARGES: . =
Prepaid rents, insurance and other oxpenses $ 194,892.

Other deferred charges
Total Deferred Charges

Total Assete and Deferred Charges §26,870,373, $25, 43
® 1946 Figures resinted to a basie comparsble to 1947 ‘o

, Explanatory Notes are Attached Hereto.
8/15/47 ' _ .



AMERICGAN OVERSEAS AIRLINES, INC. AND AMERICAN OVERSEAS AIRLINES, L!(‘D. Page

CONSOLIDATED BALANCE SHEETS

AS AT JULY 31, 1947, JUNE 20, 1947 AND JULY. 33, 1946
LIABILITIES, CAPITAL STOCK AND SURPLUS

CURRENT LIABILITIES
Hotes payable
Agcounts payable
Traffic balances payable
Agerusd salsxies and wages
Resorve for federal income taxes
Other acorued taxesg
Agcrued interesd
Advance - American Airlines, Ime.
Other ccorusd lisbilities

Totel Current Lisbilidiecs

LIABILITY FOR ADVANCE PAYMENT O CGOVERWMENT CONTRACT

USEARNED TRANSPORTATION REVENUE

OTHER DEFERRED CREDITS

RESERVE FOR AIRCEAFT OVERHAUL.

RESERVE FOR AIRCRAFY ENGINE OVERHAUL
LONG TERM DEBT - BANKS

SUBOEDINATED NOTRS DUE OGTORER 30, 195%

CAPITAL STOCK
Cepital 1,749,825 shares at $1L par valu.a
233, 310 LI

SURPLUS
Paid-in Surplue
Earned Surplus (deficit)
Bgisnce 8% beginning of year
Net profit (losd- year to date

Total Earned Surplus
Total Surplus

Total Lisbilities, Reserves and Cspital
* 1946 Figures restated %o a basis comparable to 1947.

8/15/%7

Explanatory Notes ars Attached Hereto.

July 71,1947 June 30,1947 July 31,
8 - $10,000,000.

52)4 7570 L2B, _992- 7700“51 .
388,009, 286, 367. 103,212,

. .. - , 320,111&
h9,941, 91, 301. Lg,238.

2k, 1,908. 50 533'
58,735, 1, 350,000

1,989,114, 2.013,315: ,
$ 3,218,833, § W 3,653, $13,106,009.
$ S I
$ 3,242,816, § 3,720,408, $ 1,579.Jak.
$ 181,687 $ 355,01
$ 102,092 $ 275,853, $
$_385619. $ 339,645, $
$ 3,000,000. § =
$ 2,000,000, $ 2,000,000. $
$ 1,7h9.sasn $ 1.7u9’.sa5. $

u&_ﬁ. $1,749,825. §. 54”
$1LY, 881,855, w
$ up,70. $

— 10560, Blth,

$ 2,092,354, $ 2,290, 01
$12.769,501. $12,6

: _26;870,3730 $ "‘
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Total Operating E
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Cross Income (loms)
Deductione from groes income
Extension and development coste
Intereet expense
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Net income (loas) before federsl incoms taxee
Provision for Federal ioncome taxes

NET PROFID? (LOSS) TRANSFERRED TO SURPLUS

REVENUE MILES ¥LOWEN
ERVENUE PASSENGER MILES FLOWH
FEVENUE PASSENGERS CARRIED

® 1946 Figures restated to a basie comparable to 1947
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8 7,006,679,
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$ 3,861,050,
$ 6,361,913:
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$ 846,102.
k1, 254,
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Lo e L )
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§. 881,37,
$ 119,40%.

A52-1

85.1
25.0
LS
1eh-8
5.2
39:6
27-8
29.2
8.8
209
37.2
—xl
1%e.1
7.5

he.2
B,

Uh. 3
9.9
3.h

9.3

369,502
11,910,066

ey %
3,480

%, k23, 504
101, 224,000
5,031

A 14, 0L5, 3.8 30, 588, i 67,420,
2.5 $ 20,192, 8.2 $ 161,115, 2.7 $  186,825.
38.3 $ 300,67k, 61.3 $ 1,660,684, 37.6 $ 700,53L,
: 122,000,  _33.0 - - 318,000,
38, 2 $ 178,674, : 1,660, 64l 37.6 $_ 382,531,
*n’isf;;*j;s E&mmgmgms.@ e ;z:;*$ T R, Wﬁ S -ﬂ..m*im Sty

2,004,089
51,565,159
14,713

35.0
15.9

12.1



AMERIGNR OVERIENG, ATRLINES, B0, AFD AMERYCA! AL
Hotes te Finsuels) Statenents for July 31, 1947
T COMIBACT BECELVABLE

The Provision for Adjusimente on Covernment comiracts is made on
the btasls of 3% of totel charges imcuryed for the War Department
"in eaoh mouth plus @ net wddltich of §5%,399.56 during Decemlien
1946 roprecenting estimated adjusinments to be mads in the AFEy
: mm‘;mm charges. A reserve of $298,353.04 bas been provided
for pessible disellowances.

in gllocation of the General spyd pdminsirative ocwerbead hms been
pade to the Eypo project prior to dugust 31 end to the Fesiover
projoet since inception zzd is included im ithe nbove Accowmbs
Boceivablo. The besls for sllocatiom of this overhsad is under
dizouseion with the Comtzecting Offider and en wnlevorable oul-
come cowld result in a loss estimsted to be noct in excess of
§$90,000.00.

(2} D 8. BAIL PAY

L decision of the Clvil Aeromautize Boeard fixed a temporary rate
of compensation for the tremsportation of U. 8. Halil for the yesv

© 1945 at §1.50 per U. 8. Hall torn-mile on & scheduled alrportio-
girport statule mileage basis. In a case still pending befurs ths
Foard, the Company ls requesting thal a higher permonent rate be
satabliched.

U. S. ¥ail pey bhaz been accrued (for the period on and after -
Jamuary 1, 1946} at a rate of 75 cemts por U. $. Hell ton-mile

on & mmm.ed elrport-to-elrgort statute mlileage basis. This
teuporary rate is in accordance with the Civil Aercunautics Board
Order B-186. The Compeny Lias requested that a permanent rate be
esteblished and thet in the jnterim a higher temporary rate be
gstablished.

(3) __,,_3 TS

The Company hes combrasted with ths Boelmg Alrcraft Compemy for the
purchase of eight eireraft at a beole consideration of epprovimebuly
§10,600,000.00. Deposits totaling $2,649,221.63 have been mzde

in comnection with this comtract. Dellvery of the latter alrovafld
is expected late im 1947 or easrly in 191.&

The Company iz obligated for the purchmse c¢f 20 engimes frum Pratt &
Thitney aud five ongimes from fmericem Alrlimes st a cost of $962,466.10.
¢he Company bas made deponits in the amount of $190,500.00 in comnsetion
with these comtracts. In addition, the Company is comupitted for appromi-
" mately $3,200,000.00 for the purchase of ergime parts, spara parts, tools
and equipuent relating to the Boelng Aircreft. ;
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{4) DIPRECLLTLOR Wg&
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Property and eguipusnt is bolng depreciated et verious rates based
on bhe estimeted wseful lives of the imdividual classes of such
property. lmwcﬁy@wnta 10 lsased properity are being mrtiaad
over the pericd of the primery term ei‘ thea 1&&86- '

h@twmawd servics lLives fcm the flight eqznmnt in use are as

'z‘csnww T
| ,Bﬂﬁi.d}\.ﬁ.l
P :
.Gﬁm‘wmlm,ium e i
Airerafts (Incivding e.;mgims) 5. 0% :
?rommfam » redlo egquipment, Hash e g b i
spere parts sad assemblies = 00§ . Home
06 4% :
Alreraft (Jooluding emgimss) 3 jor 208
Propellers, rodlo equipment, iy G /
eyere paris ead arsewblice 3 e Hone
DG 4%s Leaded from drmy e
" Comversiom Costs T M@ T Home
BC 3's Purchased .‘&m 1%@5 ¢
" Biverait, engines, propellers To be fully
railo eguipment,” Sp&r% ports  depreciated Home
Cond ssemblios - DeeJLINWT
e 3 Pm'cshsw@d from mﬁsmcam
© 7 Arlines im 1947
fireralt, engimss, pmpallem  Pully de- e
- _rodio equipsent, speve parts preélated onm-w-_._“ Houno
Jond sesesblies T T Saly LI
A2 6 i :
_ &ircraft, engmes » prppa]lers, Fully de-
Faa “Yadlo eguipment, apar'a' ”par?c“ q ~ preciated o
m ssgembliag T T T Des.31,)946

“MW torm of lssen

poriocd fvom the Mgi
1945 to July 4, 1952, the date np:m whi

""" present Certificate of Publie |

e 'to be effeétivo."" e
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(6) EETIRGMENT BAMEPI? PLAN

In Docesber 1946 a payment of $200,000 for pricr service credits
under the Imployees® Pension Plen was made $o John Hancock
Mateal Life Insurance Company. An additional liabllity for
prior service credits catimated at $120,U19 remains a% July 31,
1947. PFayments to mest this liebility nsed mo% be made in ncag
fature.

(7) FOREIGH STATION ACCHUALS

Agoruale for lending, transi®, passenger and carge, and other
service fees at forslgn airports emounting o $630,%320.00
included in Other Accrued Lishilities. Thess accruals, for the o
most part, aro of necessity based upon sstimates and are, there- i
fore, subject %o subsequent adjunstment. ;

& villing for landing fees at Gander Alrport for the pericd from
Ostober L, L9345 to March 31, 1946 in the amount of $21,840 has
been rocoived from the Newfoundlond Covernment. The Compeany and
two other intermstional alrlines are withholding paywent on the
contention that the Hewfoundland Government iv mot ontitled o
fass during this period. Accruals totaling this amount had bsen
rads duying the above mentioned period and are included in Other
Loerued Liszblilities. i

(8) RETRCACTIVE SALARY INGREASES

Hegotiatione mnow in process with rospect to plicts salaries
probably will reosult In ealary increzses retrosciive %W
Decenber L, 154%5. While the amount of these increases ceanot
be oatimated asccurately uwntil conclusion of the negotiations,
$21ls,345.00 has been provided as & pertisl provision for these
ineroages.

(9) SUBORDINATED INDEBTEINESS

Subordinated notes shown oa the balance sheet represent notes

due %o American Alzrlines, Inc. and American Export Lines in

the amouvnts of $1,500,000 and $500,000 respectively under tho

terme of & gubordivation agreement dated June 20, 1947. FPay-

ment of thess notes is subordinated to payment of sny Saxk Dabt
~under the Oredit Agresment. :

81547



