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AMERICAN AIRLINES inc

CABLE ADDRESS AMAIR

100 EAST 42nd STREET * NEW YORK 17, NEW YORK « MURRAY HILL 5-3900

Decesber 29, 1945
To The Directors:

¥ie have recently announced the purchase of sircrseft from Consolidated Alreraft.
This wae done for the resson that this is & subject we have been considering for
many monthe, &s you know, and the story was beginning to leak out, in various
inaccurate forms.

ie you will remember, in our report on the subject &t the last meeting of the Board,
we asked seversl of the leeding compsnies to submit designs to us. ¥Te received
desgigns from Douglas, Curtiss, Boeing, Mertin and Consolideted. The contest narrowed
down to Hartin snd Consolideted, as we reported to you, but none of the models really
developed the charscteristics which we wanted.

Consolideted ceme in and submitted & second design, much more in keeping with our
requirements end, in our opinion, as good as we could expect to hLave built, with
the present knowledge of the art.

Hartin had previously submitted us & price of §200,000 eech, the seme price st which
they sold many of their 202 models to other sir carriers. The coniract contained an
escalator cleuse which would permit incresses in price, without definite limit, for
increeses in price of materiel and labor. The escalator clause was patterned on
esteblished indices but it was still without top limit.

After protrscted negotiation, we sgreed with Consolidated on & base price of &185,000
esch snd with & top limit of 5% on any form of eseslation, If &ll of the escalation
provision should be used up, and it may or may noi be, top price would be §194,250.

In other words, we know exsctly what out top price will be and we &re certain that it
will be lese than even the base price for the Mertin. In other words, we have, in our
opinion, secured & betier alrpiune, st & lower price and withoubt possiblility of
gubstentiel incresse in price. ¥e consider thig to be &n excellent arrsngement for
the compsny and until conditions chsnge smeterially it is our opinion that we will not
for a long time be sble sgsin to purchese airpleines &t this price.

This price is predicated upon an order of 100 gircereft and it is anticipmated that our
requiremente will be 100, We bad hoped to purchsse 50 end option 50; that wes not
posgible under thig srrengement snd we did not feel it felr to press the matter. The
deal is an excellent one and we are not entitled to u betier one under present and
prospective conditions.

Pleage keep these prices in confidence, especlally the provision with respect to top
limit on esealstion; it 1s highly probsble that no other compeny will sgecure the benefit
of guch sn advantegeous contrsct snd the principsl resson that we will secure it is
that we have pioneered the development, snd detsil, of this genersl type of high-speed,
modern eirplene snd heve contributed much of our experience, engineering ability and
fund to the development of & more effective twin-engined sirplene., ¥e have beneflitted
snd the whole industry hae benefittéd by the resultg of the American design competition.
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