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To Our Shareholders:

Flying Tigers

Stephen M. Wolf

While Tiger International is the 
publicly traded holding company 
for The Flying Tiger Line Inc. and 
Warren Transport, Inc., the thrust of 
our rebuilding program is centered 
on the airline because of its overriding 
importance to Tiger International.

In 1986 we focused on the 
essential elements of our busi­
ness - people, revenues.costs and 
financial structure - and imple­
mented strategic plans and set 
action priorities which we expect 
will result in a reinvigorated Tiger 
International evolving over the next 
one to two years. Our strategy for 
returning Flying Tigers to profitabil­
ity and for building market strength 
consists of a three-step "building 
block" process which includes the 
participation and commitment of 
employees in every part of our organ­
ization,and the involvement of inves­
tors and the financial markets.

The first step, which is essen­
tially completed, is the reduction of 
operating expenses to reasonably 
competitive levels. The central ele­
ment of this effort was a mutual 
agreement, in late 1986 and early 
1987 by Flying Tigers and its em­
ployee groups, to an innovative 
employee partnership program. 
This program consisted of com­
prehensive labor cost reductions 
and the provision of profit sharing 
and stock ownership plans to all 
participating employees.

The second step, targeted 
for completion in April 1987, is a 
ma/or refinancing of Flying Tigers' 
debt, with the overall objectives 
of significantly increasing our 
financial flexibility and enhancing 
liquidity over the next five years

In 1986, Tiger International, Inc. and 
our principal subsidiary, The Flying 
Tiger Line Inc., began a revitaliza­
tion effort which we are confident 
will return our company to a vig­
orous competitive position in the 
global air cargo marketplace and 
create the financial foundation 
necessary to generate improved 
returns on our shareholders' 
investment.

Employee Partnership Program
Comprehensive economic 

reductions were introduced in 
December 1986 and January 1987 
through agreements with the prin­
cipal employee groups including: 
pilots; mechanics and various ground 
personnel; flight attendants; and 
our general and administrative per­
sonnel. These agreements, which 
cover wages, benefits and work 
rules, provide a net annual savings 
of S60 million, or approximately 22 
percent, compared to 1986 annual 
labor costs.

The purpose of the Employee 
Partnership Program is to encour­
age employee productivity by cre­
ating an ownership stake in Flying 
Tigers and to complement the 
wage concessions and work rule 
changes which were accepted by 
participating employee groups to 
enhance the airline's prosperity.

The cornerstones of the 
Employee Partnership Program 
are a profit sharing plan, which will 
distribute 15 percent of profits after 
the first $10 million; and a stock 
ownership plan, in which warrants 
will be granted to allow employees 
to buy up to 10 percent of The 
Flying Tiger Line's common stock 
at S1.00 per share.

Achieve Debt Refinancing
The restructuring of $290 mil­

lion of Flying Tigers' debt offers 
several benefits which will contrib­
ute to our long-term profitability and 
financial health. We are selling a 
public offering of $140 million and 
privately placing $150 million of 
secured debt, to benefit from lower 
prevailing interest rates and higher 
747 aircraft market values which 
secure these instruments. This will 
significantly reduce our long-term 
debt service requirements, both 
principal and interest, by approxi­
mately $100 million over the next 
five years. In addition we will be 
eliminating existing loan agree­
ments which have restricted our 
financial flexibility, including limita­
tions on capital investment.

The third step, which is well under­
way and will evolve throughout 1987 
and beyond, is the implementation 
of a long-term strategic marketing 
plan that will enable us to carve 
out a worldwide market niche that 
we can defend and expand.

Strategic Marketing Plan
The enhancement of our 

marketing position in an intensely 
competitive marketplace involves 
capitalizing on our existing strengths, 
introducing meaningful product 
improvements and defining a long­
term strategic direction which pin­
points and exploits our special 
market niche.

Our existing strengths are 
many and varied. First, we have 
what is possibly the most widely 
recognized name in the worldwide 
air cargo industry. Flying Tigers 
is the largest and the oldest 
scheduled air cargo carrier in the 
world, with traditions originating 
in the mid-1940s.The recent re- 
introduction of the "Circle T" on the 
tails of our aircraft symbolizes both 
the rich heritage and the commit­
ment by our people to go forward 
to create, once again, a vibrant and 
competitive company.



■ The full service, on-line air cargo 
hub in Columbus. Ohio marked its 
first anniversary in March 1987, 
having operated more than 4,300 
jetfreighter flights and handled an 
average of 1 million pounds of 
domestic and international cargo 
per day.

■ We are introducing extensive 
automated cargo handling equip­
ment and customers' specific soft­
ware applications, which provide 
faster and higher quality shipping 
and delivery services.

Product Improvements
Over the past year we intro­

duced several important product 
improvements which are having a 
substantial impact on the revenue 
side of our business.

■ We leased six DC-8-73 freighter 
aircraft, the first of which began 
service in January 1987, with the 
balance joining our fleet in March 
1987 The DC-8 expands our cargo 
handling capacity in the 100,000 
pound range and provides increased 
flexibility both domestically and 
internationally. We are presently 
training and upgrading existing, 
recalled and new hire pilots.

Flying Tigers offers commercial shippers direct door-to-door 
service, which complements global full service capabilities 
for international and domestic shippers in the U.S. market.

■ We have been designated the 
carrier to work with U.S.Customs 
in the development of an auto­
mated cargo handling system, 
which enhances customer service 
by offering greater reliability and 
speed in handling shipments 
through customs at our nine gate­
way locations from overseas.

Full service, all types 
of cargo handling 
capabilities make 
the Columbus hub 
facility a key base 
for international and 
domestic service.

9
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Second, we operate the world's 
largest fleet of Boeing 747 jet­
freighter aircraft, 18 airplanes, 
which represents about one-quarter 
of the total 747 cargo fleet in the 
world. At the same time, we employ 
six DC-8 and 11 B-727 freighter 
aircraft which, together with the 
747s, offer a full range of cargo 
capacities and favorable sched­
uling flexibility to our customers 
for domestic and international 
shipping services.

Third,we provide an advanced, 
full service cargo handling capa­
bility to our customers on the most 
extensive scheduled route system 
in the world.

Fourth, we are the largest 
combined U.S. military contract 
carrier for both personnel and 
cargo.

Finally, we have 5,700 
dedicated employees worldwide 
who, in partnership with Flying 
Tigers, are committed to and 
united behind the goal of estab­
lishing Flying Tigers as a potent, 
competitive force in the global 
air cargo industry.

1 M



■ To develop a worldwide, full serv­
ice, on-line cargo system which 
provides superior cargo handling 
services to our customers on both 
international and domestic routes.

Long-Term Marketing Direction
Our long-term marketing 

strategy is an evolutionary process 
which is already underway, as sup­
ported by the recent DC-8 acqui­
sition; the initiation of new service 
to Bangkok. Thailand and Milan, 
Italy; and the launching of weekly 
Asia-to-Europe flights.

While we continue to define 
and refine our long range marketing 
plans, the basic components of our 
present strategic direction are:

■ To provide customers with an 
increasing array of automated 
support services, which will give 
us distinct marketing advantages 
over our competition.

■ To escalate the development of 
the Columbus, Ohio hub facility as 
an international distribution point, 
which was substantially enhanced 
in March 1987 when the U.S. 
Department of Commerce desig­
nated Rickenbacker airport as 
a free trade zone.

Management Changes
To accomplish this essential 

rebuilding program, several senior 
management changes were im­
plemented beginning in the last 
quarter of 1986:1 became chair­
man, president and chief executive 
officer of Tiger International, in 
addition to holding the same 
positions at Flying Tigers.

At Flying Tigers. James A. 
Cronin was named senior vice presi­
dent-marketing and Edwin H. Wal­
lace became senior vice president­
international sales and service. 
Ronald D. Marasco was named 
senior vice president-operations.

We are a classic service business. 
Between the initial order and the 
delivery of cargo to the final destina­
tion,we have dozens of opportunities 
to either "do it right" or "otherwise." 
Much of our business is not routine 
from our customers' standpoint, 
but is routine for Flying Tigers. How 
well we perform routinely in meeting 
our customers' requirements will 
largely determine how success­
fully and how quickly the airline's 
revitalization will occur.

Flying Tigers serves 
direct shippers, 
freight forwarders, 
brokers and cargo 
agents internation­
ally and direct ship­
pers domestically in 
transporting equip­
ment, commodities, 
livestock and other 
valuable (and often 
exotic) cargo. Airline 
is the world’s larg­
est shipper of cattle.

■ To enhance intra-region cargo 
service.especially within the Pacific 
region; inter-region service which 
flows through U.S. gateways from 
and to international origination and 
destination points; and inter-region 
non-U. S. traffic flows, as exempli­
fied by our recently introduced 
Asia-to-Europe service.

The strength of our marketing 
effort is the people who breathe 
life into it. including those with 
"leading edge" relationships with 
customers and those who are 
unseen in the so-called "back 
office." but whose roles are equally 
important.

The key to realizing the healthy 
posilion we are seeking is a united 
effort by every employee to do our 
jobs in such a superior way that 
present customers, and those new 
ones we will attract in the future, 
will continue to need, want and pay 
for our services-in fact, will insist 
on Flying Tigers as their air shipper 
of first preference.



Warren Transport Tiger International

March 31.1987Warren handled more than 400 million ton miles in 1986 and 
has strong relationships with trucking owner-operators.

New vice presidents included 
Charles W. Thompson (Human 
Resources), Donald E. Pritchett 
(Flight Operations) and Roy A. 
King (Atlantic Division).

Two new directors were 
elected to the boards of both Tiger 
International, Inc. and The Flying 
Tiger Line Inc.: Lowell C. Freiberg, 
senior vice president and chief 
financial officer of Reliance Group 
Holdings, Inc.; and Ralph Strangis, 
founding member of Kaplan, 
Strangis & Kaplan.

The specialized trucking business 
of our wholly owned Warren Trans­
port subsidiary, which we acquired 
in 1981, continued its profitability in 
1986, with pre-tax income of $2.1 
million on revenues of $36.6 mil­
lion. Warren is the leading hauler 
of agricultural machinery in the 
United States and a substantial 
transporter of construction equip­
ment. and has expanded its opera­
tions into the hauling of general 
commodities.

In spite of declining U.S. farm 
machinery sales and higher insur­
ance costs, Warren has remained 
profitable through a combination 
of cost controls and the generation 
of revenues from other than agri­
cultural markets.

Although the specialized 
trucking marketplace is undergoing 
extensive restructuring and eco­
nomic turmoil, Warren expects to 
maintain its reputation for quality 
service and innovative approaches 
by utilizing existing equipment, 
drive-aways and new equipment 
effectively.

At year end 1986, $119 million was 
outstanding under Tiger Interna­
tional's secured obligation to a for­
mer bank group of North American 
Car, the railcar operation discontin­
ued in December 1984. One-half will 
become due in June 1988, with the 
balance due in June 1989. Tiger 
International is formulating a refi­
nancing strategy to satisfy this 
obligation. For a detailed discus­
sion of our financial position, 
please refer to our Form 10-K 
Annual Report.

We of Tiger International value the 
continuing support of our share­
holders, customers and employees 
as we go forward with our revitali­
zation efforts in 1987.

Flying Tigers han­
dled 2.2 billion ton 
miles of cargo on 
scheduled world­
wide service in 1986. 
Airline is also larg­
est Military Airlift Com­
mand contract car­
rier for both cargo and 
personnel, and oper­
ates large commercial 
charter business.

Stephen M. Wbff
Chairman of the Board. President 
and Chief Executive Officer
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Information regarding Tiger’s revenues, operating results and identifiable assets by business segment, 
together with geographic segment information, is included in “Note 3 — Business Segment and Geographic 
Data" of the “Notes to Consolidated Financial Statements.”

Flying Tigers presently offers regularly scheduled cargo service within the United States and through­
out the world, as well as worldwide commercial cargo charter service. Additionally, Flying Tigers provides 
both passenger and cargo service to the Military Airlift Command (“MAC”) and cargo service to the 
United States Postal Service. Since 1975, MAC has granted Flying Tigers the largest annual contract of 
any air carrier to provide cargo and passenger service to MAC. See “Item 1. Business — Air Cargo 
Operations — Flying Tigers — Customers.”

Flying Tigers is a 99%-owned subsidiary of Tiger International. See “Item 1. Business — History of 
Financial Restructuring — Flying Tigers.” The predecessor corporation to Flying Tigers was incorporated 
under Delaware law in 1945 and in 1980 was merged with Seaboard World Airlines, Inc. (“Seaboard”), 
with the surviving corporation being renamed The Flying Tiger Line Inc.

On February 23, 1987, Flying Tigers filed a Pre-effective Amendment No. 2 to a Registration 
Statement on Form S-l with the Securities and Exchange Commission. Flying Tigers proposes to refinance 
a significant portion of its outstanding indebtedness using the proceeds from the sale of trust certificates to 
be issued under the Registration Statement along with the concurrent private placement refinancing of 
certain leveraged lease indebtedness. See “Item 1. Business — History of Financial Restructuring — Flying 
Tigers”.

Flying Tigers’ principal executive offices are located at 7401 World Way West, Los Angeles, California 
90009, and its telephone number is (213) 646-6161.

Item 1. BUSINESS.
Tiger International, Inc. (separately, “Tiger International” and, with its subsidiaries on a consolidated 

basis, “Tiger”), a Delaware corporation organized in 1969, is a holding company which engages through its 
subsidiaries in the air cargo transportation and trucking businesses. Tiger International’s principal executive 
offices are located at 7401 World Way West. Los Angeles, California 90009, and its telephone number is 
(213) 417-1081.

Air Cargo Operations — Flying Tigers

Flying Tigers is a certificated air carrier primarily engaged in the common carriage of freight and mail 
over a worldwide route system integrating cities in the United States with Asia, Europe, Australia, Latin 
America and the Middle East. Flying Tigers is the largest air cargo carrier in the world as measured by 
cargo revenue ton miles (one ton of revenue cargo flown one mile) carried in 1985, based on statistics 
maintained by the International Air Transport Association (“IATA”), operates the largest fleet of B-747 
freighter aircraft in the world and serves the largest scheduled worldwide route system of any all-cargo air 
carrier.

Tiger International’s operating subsidiaries are The Flying Tiger Line Inc. (“Flying Tigers”) and 
Warren Transport, Inc. (“Warren”). Until December 13, 1985, Tiger International owned 25% of Hall’s 
Motor Transit Company (“Hall’s”), which had, until January 7, 1985, been a wholly owned subsidiary of 
Tiger International. See “Item 1. Business — Discontinued Operations — Hall’s Motor Transit Company.” 
Hall’s was treated as a discontinued operation for accounting purposes by Tiger as of December 31,1984. In 
addition. Tiger International, through its wholly owned subsidiary Tiger Leasing Group, Inc. (“Tiger 
Leasing Group”), previously engaged in (i) aviation services and (ii) railcar services and other leasing 
operations, all of which have been accounted for as discontinued operations, effective December 31, 1982 
and December 31, 1983, respectively.
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Scheduled Operations
International Operations

As of March 26, 1987, Flying Tigers provided international scheduled air service for both cargo and 
mail between points in the United States and cities in Asia, Europe, Latin America, Australia and the 
Middle East.

Flying Tigers’ route structure includes scheduled international service to and from cities in Japan, the 
Republic of Korea, Hong Kong, Taiwan, the Philippines. Malaysia, Singapore, Thailand, Australia. 
Belgium, the Federal Republic of Germany, Italy, Switzerland, the United Kingdom, the Republic of 
Ireland, the United Arab Emirates, Oman, Brazil and Argentina. Flying Tigers serves France and the 
Netherlands through a trucking network comprised exclusively of services provided under contracts with 
nonaffiliated trucking companies.

Flying Tigers continually adjusts its operating and marketing emphasis on its international routes to 
improve the balance between inbound and outbound flights and to realign capacity to serve markets where 
the greatest demand for service exists. Flying Tigers intends to continue to utilize, to an increasing extent, 
trucking operators and interline arrangements to use the aircraft belly and main cargo deck capacity of 
other airlines in transporting freight both internationally and in the United States. However, Flying Tigers 
has decreased its usage of contract flying provided by other air carriers.

Flying Tigers is currently the largest United States cargo air carrier serving the Asian market as measured 
by cargo revenue ton miles. In recent years, the transpacific market has become increasingly significant to 
Flying Tigers’ results of operations. The transpacific market accounted for $653,395,000, $544,177,000, and 
$599,781,000 of Flying Tigers’ revenues in 1984, 1985 and 1986, respectively, and approximately 70%, 66%, 
and 67% of Flying Tigers’ total scheduled cargo capacity in 1984, 1985 and 1986, respectively. See “Item 1. 
Business — Air Cargo Operations — Flying Tigers — Operating Information.” In 1985, Flying Tigers experi­
enced both increased competition and decreased demand in the transpacific market compared to 1984, which

General

Flying Tigers transports freight primarily through its aircraft and trucking operations. Air cargo 
service is provided (i) by 18 B-747 aircraft, 6 DC-8-73 aircraft and 11 B-727 aircraft that are owned or 
leased and operated by Flying Tigers, (ii) by other airlines pursuant to interline arrangements whereby 
Flying Tigers utilizes the belly and main cargo deck capacity of other scheduled airlines to ship cargo and 
(iii) by contracts with independent aircraft operators whereby Flying Tigers contracts for the use of an 
aircraft and crew. Trucking services are provided almost exclusively by nonaffiliated trucking companies 
under contracts with Flying Tigers. In January 1987, Flying Tigers entered into an operating lease for the 
six DC-8-73 aircraft which were delivered to Flying Tigers from January through March 1987 and were 
integrated into the operating fleet upon delivery.

Prior to 1982, Flying Tigers operated primarily on an airport-to-airport basis serving freight forwarders 
and brokers both internationally and in the United States. Airport-to-airport shipments by freight for­
warders and brokers continue to constitute the principal component of Flying Tigers’ international opera­
tions. See “Item 1. Business — Air Cargo Operations — Flying Tigers — Scheduled Operations — 
International Operations.'' In 1982, however, Flying Tigers initiated domestic door-to-door service offered 
directly to retail customers in the United States in addition to continuing to serve its traditional domestic 
and international airport-to-airport market. At present, Flying Tigers’ domestic operations comprise both 
door-to-door and airport-to-airport service. See “Item 1. Business — Air Cargo Operations — Flying Tigers 
— Scheduled Operations — Domestic Operations.” The principal door-to-door customers are direct 
shippers, and the principal airport-to-airport customers are freight forwarders and brokers. See “Item 1. 
Business — Air Cargo Operations — Flying Tigers — Customers.”

The business of Flying Tigers is seasonal in nature, with the highest revenues of the year normally being 
recorded in the third and fourth quarters. See “Financial Statements and Supplementary Data — Selected 
Quarterly Financial Data (Unaudited).”
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Domestic Operations
As of March 26, 1987, Flying Tigers provided domestic scheduled service for both cargo and mail 

directly to 30 United States cities and to San Juan, Puerto Rico.
Traditionally, Flying Tigers provided domestic airport-to-airport service to freight forwarders and 

brokers. Flying Tigers significantly increased its domestic service points following deregulation of the air 
freight industry in 1978. However, beginning in 1982 and continuing to the present, a number of Flying 
Tigers’ significant airport-to-airport customers, particularly large national accounts such as United Parcel 
Service of America, Inc. (“UPS”), began to operate their own aircraft, thus decreasing or eliminating their 
demand for Flying Tigers’ domestic airport-to-airport services. In 1982, in an attempt to replace the lost 
revenues from the decline in demand for its airport-to-airport services, Flying Tigers commenced a domestic 
door-to-door service marketed directly to retail customers.

In offering its domestic door-to-door service, Flying Tigers does not emphasize the express document 
segment of the domestic air freight market, but rather offers freight services to direct shippers of the type 
previously provided by the traditional freight forwarder. Flying Tigers is one of the few domestic air cargo 
carriers that can transport cargo shipments weighing in excess of 150 pounds. In its domestic operations,

caused a 17% decrease in 1985 transpacific revenues. Transpacific revenues for the year ended December 31, 
1986 increased by 10% from the transpacific revenues for 1985. Sec “Item 7. Management’s Discussion and 
Analysis of Financial Condition and Results of Operations.” Flying Tigers expects that the transpacific market 
will continue to constitute its most significant business segment for the foreseeable future, however, there can be 
no assurance as to the level of future transpacific revenues, competition or results of operations. Flying Tigers 
intends to continue to devote a substantial portion of its resources to the transpacific market and to evaluate new 
services for that market in an attempt to increase revenues.

Flying Tigers expanded its route structure and improved directional balance in the transpacific market 
by launching B-747 scheduled service from the United States to Australia in 1983. Flying Tigers offers 
charter service outbound from Australia to Asian markets. The integration of the Australian route with 
previously existing transpacific routes enables Flying Tigers to generate additional revenue ton miles while 
positioning aircraft for the traditionally strong eastbound transpacific market. In 1986, Flying Tigers 
expanded eastbound “around-the-world” scheduling whereby domestically originated cargo is carried to the 
transatlantic market and the Middle East, transatlantic cargo is carried to the Middle East and Asia and 
Asian cargo is carried to the United States. In March 1987, this concept was expanded further by adding 
westbound “around-the-world” flights to service the growing Asia to Europe market while expanding 
capacity from Europe to the United States. Flying Tigers is uniquely positioned to offer “around-the-world” 
cargo service because it holds more authorizations to provide service to foreign countries than any other all­
cargo air carrier. Flying Tigers believes that “around-the-world” flying improves directional balance by 
deploying capacity to strong markets while positioning aircraft in Asia to service Flying Tigers’ major 
market. In addition, Flying Tigers recently began offering airport-to-door service between Japan and the 
United States in addition to its traditional airport-to-airport service. Early in 1986, Flying Tigers began 
market testing an international express service from Hong Kong to four major United States gateway cities. 
The new service includes customs clearance in the United States and will be considered for expansion to 
other international locations based upon the results of the test marketing.

In October 1983, Flying Tigers established two European hubs, one located in London and one in 
Frankfurt. Scheduled flights to France have been replaced by, and scheduled flights from Switzerland and Italy 
have been supplemented by, a high-speed trucking network connecting with the Frankfurt hub for international 
service.

Flying Tigers currently serves Latin America with scheduled service to and from cities in Brazil and 
Argentina. Latin American cargo is well balanced between in- and out-bound destinations.

Comprehensive trade legislation currently is pending in Congress. If such legislation is enacted, import 
restrictions could be imposed on certain goods. Flying Tigers is unable to predict whether such trade legislation 
will be enacted or, if enacted, what effect such legislation would have on the business of Flying Tigers.
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Commercial Charters
Flying Tigers provides commercial cargo charters throughout the world and thereby supplements the 

utilization of aircraft by the scheduled service markets. Total commercial charter operations generated 
revenues of $42,605,000 in 1984, $56,132,000 in 1985 and $46,682,000 in 1986. Increased commercial 
charter revenues in 1985 compared to 1984 reflect increased availability of B-747 aircraft due to the decline 
during the year of the demand for scheduled transpacific services. The decline in commercial charter 
revenues in 1986 compared to 1985 reflects a reduction of charters from the United States and Europe to the 
transpacific market and the reduction of one B-747 freighter aircraft from the fleet early in 1986. In 1987, 
Flying Tigers received approval from the Department of Transportation (“DOT”) for a joint venture 
previously approved by the General Administration of Civil Aviation of China (“CAAC”). This joint 
venture with CAAC provides for an exclusive worldwide agreement for B-747 charters into the Peoples 
Republic of China from points in the United States, Europe and Australia.

Flying Tigers currently offers both overnight and second-day delivery options and both guaranteed and 
nonguaranteed delivery times.

Flying Tigers has developed and has continued to expand its domestic trucking capabilities, which rely 
almost exclusively on nonaffiliated contract trucking services. Flying Tigers utilizes its trucking operations 
both to transport cargo to and from airport terminal facilities and to transport less time-sensitive freight 
from the shipper to the consignee. Flying Tigers operates a trucking hub in Columbus, Ohio, which, 
combined with the new air freight hub in the same city, serves as Flying Tigers’ principal domestic freight 
hub. The new Columbus, Ohio air freight hub commenced operations on March 3, 1986.

In 1984, 1985 and 1986, door-to-door service revenues represented 57%, 57%, and 66%, respectively, of 
all domestic scheduled service revenues. Although between 1983 and 1985 door-to-door revenues largely 
replaced the revenues lost in the declining airport-to-airport portion of Flying Tigers’ domestic operations, 
overall domestic revenues did not increase significantly in such years. Domestic door-to-door, domestic 
airport-to-airport and total domestic revenues declined significantly (14%, 43% and 27%, respectively) from 
1985 levels. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations.” Flying Tigers believes that the high fixed and other costs, including high labor costs, in the 
domestic market, as well as scheduling problems in connecting international in-bound with domestic out­
bound flights, continued to adversely affect the results of Flying Tigers’ domestic operations. Flying Tigers 
has determined that service to and from cities in the United States is critical to its international operations. 
In an effort to enhance the integration of its domestic and international operations and to increase domestic 
revenues, Flying Tigers continues to review its markets, schedules, product mix and fleet configuration.

Military Airlift Command
The United States Air Force currently grants Flying Tigers the largest fixed MAC contract award of 

any air carrier. MAC contracts for both passenger and cargo services are awarded annually on the basis of 
an airline’s participation in the Civil Reserve Air Fleet (“CRAF”). Under CRAF, Flying Tigers has 
committed its entire B-747 aircraft fleet for use by the United States in certain national emergencies. If 
Flying Tigers’ aircraft are requisitioned in such an emergency, Flying Tigers will be compensated by the 
United States for use of the aircraft.

Revenues from MAC charters were $104,411,000 in 1984, $105,680,000 in 1985 and $113,528,000 in 
1986. Flying Tigers was awarded a new MAC contract for the twelve months commencing October I, 1986, 
the fixed portion of which is $99,049,000, subject to expansion based on availability of aircraft, compared 
with fixed annual portions awarded in October 1983, 1984 and 1985 of $72,155,000, $60,833,000 and 
$74,377,000, respectively. The decrease in the fixed portion of the 1984 MAC contract was partially 
attributable to the Flying Tigers’ replacement of DC-8 aircraft, which were committed to CRAF, with 
B-727 aircraft, which are not eligible for CRAF. The increase in the fixed portion of the 1985 MAC 
contract reflects the fact that Flying Tigers’ aircraft represented a greater portion of all aircraft committed 
to CRAF in that year. The addition of a second B-747 passenger aircraft in 1985 increased Flying Tigers’ 
ability to operate additional MAC expansion flights as well. Flying Tigers intends to continue to operate at 
least two B-747 passenger aircraft for MAC. In January 1987, Flying Tigers entered into an operating lease 
for six DC-8-73 aircraft. The DC-8-73 aircraft are eligible for, and will be committed to, CRAF.

MAC contracts contain standard provisions that make them subject to renegotiation and to termination 
at the convenience of the United States.
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214,872
653,395 
98,367 
41,402

1,008,036
42,605
104,411 
15,965 

$1,171,017

465,574
2,393,897
413,820
135,548

3,408,839

68.1?
118.7
102.5?

80.7?
37.4
42.3?

212,929 
544,177 
105,368 
63,988

926,462
56,132 

105,680 
20,748 

$1,109,022

471,335
2,195,494

458,390
207,454

3,332,673

72.8?
109.4
98.1?

53.7%
71.3
67.7
64.5
67.9%

84.2?
35.5
41.0?

155,601
599,781 
83,848 
45,409

884,639 
46,682 

113,528 
29,487 

$1,074,336

68.3?
118.7
105.1?

49.5%
75.1
62.1
67,8
69.4%

68.3?
36.7
39.9?

57.2%
72.7
68.1
71.2
70.0%

Glossary
“Available ton miles’’ are determined by multiplying the number of cargo tons available by the number of 

miles flown.
“Revenue ton miles” are determined by multiplying the number of revenue tons carried by the number of 

miles flown.
“Load factor” is determined by dividing the revenue ton miles by the available ton miles.
“Yield” is determined by dividing cargo revenue by revenue ton miles.

460,048
2,153,498
409,116
171,972

3,194,634

(1) Yields are calculated on the basis of revenue ton miles flown by Flying Tigers’ aircraft and exclude 
supplemental contract flying services purchased by Flying Tigers for the domestic market. Such services 
were substantially eliminated in 1986. If the revenue ton miles provided by such services in the years 
ended December 31, 1984 and 1985 are included in calculating domestic yields, such yields would be 
73.6? and 75.6?, respectively.

Revenues (000's)
Scheduled Cargo Operations

Domestic
Transpacific  
Transatlantic  
Latin America

Total Scheduled Cargo Operations. 
Commercial Charters  
Military Airlift Command  
Rentals, Service Sales and Other

Total Revenues
Scheduled Cargo Capacity (000’s)
(available ton miles)

Domestic
Transpacific  
Transatlantic  
Latin America

Total Scheduled Cargo Services
Load Factor (percentages)
Scheduled Cargo Services

Domestic
Transpacific  
Transatlantic  
Latin America

Total Scheduled Cargo Services
Yield (revenue per revenue ton mile) (cents) 
Scheduled Cargo Services

Domestic(l)
International

Total Scheduled Cargo Services
Revenue Per Pound (cents)
Scheduled Cargo Services

Domestic
International

Total Scheduled Cargo Services

Operating Information
The following table presents certain information relating to Flying Tigers’ scheduled and nonscheduled 

cargo and passenger (including MAC) operations for the periods indicated. The load factors (percentage of 
capacity utilized) in the table are based on weight. On a volume basis such load factors would be higher 
since capacity tends to be limited more by volume than by weight.

For the Year Ended December 31, 
1984
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Customers

Flying Tigers’ international cargo customers are principally freight forwarders, brokers and cargo agents.
Flying Tigers’ domestic cargo customers are principally direct shippers. As a result of the 1978 

deregulation of the domestic air freight business, Flying Tigers lost a significant amount of its traditional 
airport-to-airport business between 1982 and 1986 as certain of its former customers — freight forwarders, 
brokers and cargo agents such as UPS, Burlington Northern Inc., Emery Air Freight Corporation and 
Airborne Freight Corp. — purchased or leased aircraft for use directly in their operations. Declining 
airport-to-airport revenues had been supplemented by revenues from door-to-door service provided directly 
to shippers and overall domestic revenues generally increased between 1982 and 1985. However, in 1986 
domestic revenues declined 27% compared to 1985. See “Item 1. Business — Air Cargo Operations — 
Flying Tigers — Scheduled Operations — Domestic Operations" and “Item 7. Management’s Discussion 
and Analysis of Financial Condition and Results of Operations.” The customer base for the domestic door- 
to-door service is principally comprised of medium-sized and large national accounts. Flying Tigers does not 
emphasize the express document segment of the market, but rather offers freight services to the direct 
shipper of the type previously provided by the traditional freight forwarder. Flying Tigers is one of the few 
domestic cargo air carriers that can transport cargo shipments in excess of 150 pounds.

Approximately 12% of Flying Tigers’ business in 1984, 13% in 1985, and 14% in 1986, respectively, was 
attributable to two agencies of the United States Government: MAC and the United States Postal Service. 
No other customer constituted 10% or more of Flying Tigers’ total revenues. MAC charter rates are 
determined by MAC based upon average costs for participating carriers. Prior to January I, 1985, 
international and domestic service mail rates were established by the Civil Aeronautics Board (“CAB”). 
The Airline Deregulation Act of 1978 provided for the dissolution of the CAB on January 1, 1985; however, 
its remaining functions were transferred to and continued by the DOT. Since January 1, 1985, international 
mail rates have been established by the DOT. Domestic service rates are determined by a negotiating and 
bidding process with the United States Postal Service.

Fuel Costs
The cost of Flying Tigers’ air cargo operations is significantly influenced by the price of aviation fuel, 

which is a significant component of Flying Tigers’ total operating costs. Currently, every S.01 change in the 
price-per-gallon of fuel changes annual expenses by approximately $3,000,000. The average cost-per-gallon 
of fuel dropped from $.89 in 1984 to $.85 in 1985 and to $.60 in 1986. Significant fuel price decreases were 
realized throughout most of 1986. However, no assurance can be given that fuel prices will continue to 
decline or will not increase in the future. Moreover, the decrease in fuel prices is an industry-wide savings 
that benefits Flying Tigers’ competitors as well. Accordingly, lower fuel prices may result in increased price 
competition and lower revenues for all air carriers, including Flying Tigers. In addition, Flying Tigers may 
be unable to increase its prices in response to increases in fuel prices. The effect of changing crude oil prices 
on the price of aviation fuel is not experienced immediately, but rather only after the time necessary for 
refining and marketing. Flying Tigers has fuel supply contracts, most of which are one year in duration and 
provide for sales of fuel at market prices prevailing at the date of sale. Flying Tigers’ fuel supply contracts 
provide for an amount of fuel currently estimated to be adequate for its anticipated needs. However, such 
contracts do not provide protection against price increases.

Domestic Regulation of Air Transport Industry
Flying Tigers is subject to the Federal Aviation Act under which the DOT and the Federal Aviation 

Administration (“FAA”) and, in certain cases, the President of the United States, exercise jurisdiction over 
various phases of its business.

Generally, under the current regulatory environment, air cargo carriers are permitted to provide air 
cargo service between any points in the United States, Puerto Rico and the Virgin Islands and to price such 
service at any level or in any manner so long as such prices are not unduly discriminatory, prejudicial, 
preferential or predatory. The DOT’S jurisdiction also extends to several other aspects of Flying Tigers’ 
business, including its accounts and records, certain mergers and acquisitions of control, consolidations,
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Other Regulations
The Federal Communications Commission has jurisdiction over certain aspects of the operations of 

airlines due to the use of radio facilities. In addition, the National Mediation Board has jurisdiction over the 
labor relations of Flying Tigers under the Railway Labor Act, as amended.

Environmental Regulations
Flying Tigers must comply with the Aviation Safety and Noise Abatement Act enacted in 1980 and 

with engine emissions regulations promulgated under the Clean Air Act of 1970. Certain of the airports at 
which Flying Tigers operates have adopted noise abatement regulations which to date have not had a 
significant impact on Flying Tigers’ overall operations.

Competition

The air cargo industry is highly competitive. Competition is based on a combination of factors, 
primarily price and such service-sensitive factors as the frequency and capacity of scheduled service, 
geographic coverage and reliability. Flying Tigers currently holds certificates of authority to serve more 
foreign countries than any other United States cargo air carrier. Flying Tigers’ extensive scheduled 
international route structure enables it to offer single-carrier service to many international points not offered

interlocking relations, competitive practices and cooperative agreements. The FAA is concerned with the 
regulation of flying operations, including matters dealing with safety, aircraft, personnel and ground 
facilities.

At the urging of Congress, in 1986 the FAA commenced a detailed inspection of all air carriers which 
resulted, in certain cases, in the imposition of significant fines. In January 1987, the FAA concluded a 
detailed inspection of Flying Tigers’ operations. As a result of such investigation, Flying Tigers has paid, 
without admitting liability, a nominal fine relating primarily to certain insufficiencies in record keeping. 
Corrective actions have been taken by Flying Tigers to the satisfaction of the FAA.

International Route Authorizations and Rates
Certificates of Public Convenience and Necessity previously issued by the CAB pursuant to Section 401 

of the Federal Aviation Act (and issued by DOT since January 1, 1985) authorize Flying Tigers to operate 
its Asian, Australian, European and Middle Eastern routes. Flying Tigers also holds exemption authority, 
which must be renewed annually, issued pursuant to Section 416 of the Federal Aviation Act to operate its 
all-cargo services to Brazil, Argentina and Saudi Arabia. With the exception of Japan and Saudi Arabia, 
Flying Tigers holds permanent certificate authority from the United States for all of the Australian, Asian, 
European and Middle Eastern points it now serves. Flying Tigers’ authority to serve Japan, first granted in 
1968, was issued on a temporary basis and must be renewed periodically. Flying Tigers will make timely 
application for all renewals and has no reason to believe that renewals will not be granted.

Although the domestic portion of Flying Tigers’ business has been substantially deregulated, the DOT 
regulates international routes, fares, rates and practices and is authorized to investigate and take action 
against discriminatory treatment of United States air carriers abroad. The right of a foreign carrier to 
provide service into the United States and of a United States carrier to service foreign points is subject to the 
DOT’S approval and generally requires a bilateral agreement between the United States and such foreign 
carrier’s government. Flying Tigers must then be granted the permission of such foreign government to 
provide specific flights and services. See “Item 1. Business — Air Cargo Operations — Flying Tigers — 
Competition.” Flying Tigers has been granted authorizations to operate between more foreign countries and 
the United States than any other all-cargo air carrier.

Flying Tigers currently is a member of IATA, as are most major United States and foreign internation­
al air carriers. Rates for services over international routes are usually established by member agreements at 
periodic IATA Traffic Conferences. Such agreements are subject to approval by the DOT (and when so 
approved are exempted from the antitrust laws of the United States) and, generally, by the foreign 
governments having jurisdiction over the points served.
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In May 1985, Nippon Cargo Airlines (“NCA”), a new Japanese all-cargo airline, initiated transpacific 
operations between Tokyo and San Francisco and New York. A majority of NCA is owned by Japanese 
steamship companies and air freight forwarders. The air freight forwarders are estimated to originate more 
than three-fourths of Flying Tigers' Japan-United States eastbound freight. NCA’s fleet consists of three 
B-747 aircraft, with a fourth on order for delivery during the later part of 1987. NCA currently is operating 
nine scheduled roundtrip all-cargo flights per week. NCA is permitted to fly only to San Francisco and New 
York. NCA’s current scheduled service to the United States represents 8% of the total cargo capacity of all 
air carriers transporting cargo between Japan and the United States. NCA’s operations, in addition to the 
competition of other foreign air carriers, such as Japan Air Lines (“JAL”), that fly cargo from Japan to the 
United States, have had an adverse effect on Flying Tigers’ transpacific revenues, revenue ton miles and 
yields. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations.” Pursuant to a memorandum of understanding between the governments of the United States 
and Japan, (i) in the near future, two additional U.S. carriers each will be granted rights to one daily flight 
between the United States and Japan and will carry cargo in the bellies of aircraft on such flights, and 
(ii) the DOT will select a United States carrier to commence small package service to Japan effective April 
1, 1987. An administrative law judge has recommended to the Secretary of Transportation that Federal 
Express Corp, be selected for this service. Flying Tigers expects that in the future it will be subject to 
additional transpacific competition from both Japanese and United States air carriers.

Flying Tigers’ major transpacific competitors are JAL, Northwest Airlines, Inc., China Airlines, Ltd., 
NCA, Singapore Airlines, Korean Air, United Airlines, Qantas Airways, Ltd. and Air New Zealand. Flying 
Tigers’ major transatlantic competitors are Air France, Alitalia-Linee Aeree Italiane, S.P.A., British 
Airways, British Caledonian Airways, Cargolux, Emery Air Freight Corporation, KLM-Royal Dutch 
Airlines, Lufthansa, Pan American World Airways, Inc. (“PanArn”), Sabena Belgian World Airlines, SAS, 
Swissair and Trans World Airlines, Inc. In Latin America, Flying Tigers major competitors are Varig S.A., 
PanArn, Transbrazil and Aerolineas Argentinas.

The Airline Deregulation Act of 1978 has promoted domestic competition by enabling carriers to enter 
and depart air cargo routes with greater freedom, reducing the authority of the United States Government 
to control fares and enhancing the ability of persons not already engaged in aviation to commence 
operations without United States Government approval. Domestically, a number of airlines as well as 
freight transportation and forwarding companies, some of which were previously significant customers of

by its principal domestic all-cargo competitors. With respect to international inbound and outbound air 
cargo service, Flying Tigers’ scheduled service to and from cities in the United States combined with its 
domestic air cargo and trucking coverage enables it to offer shippers of international freight more extensive 
single-carrier service to a greater number of United States cities than most of its international competitors. 
However, in the international air cargo market, many of Flying Tigers’ competitors are government-owned, 
controlled or subsidized. As a result, such competitors may have greater resources, lower costs, less profit 
sensitivity and more favorable operating conditions in particular markets than Flying Tigers. In addition, 
many of Flying Tigers’ foreign competitors have lower labor costs than Flying Tigers.

Internationally, competition has increased on routes between the United States and certain European 
and Asian countries because of the United States Government’s “open skies” policies, which provided 
greater access to the United States market for foreign carriers based in countries that grant United States 
carriers reciprocal rights. Transatlantic competition is particularly intense, which has adversely affected 
revenues in that market and has caused Flying Tigers to reallocate some of its capacity from transatlantic to 
other international markets and to seek additional services, such as “around-the-world” flying from Europe 
to the Middle East and Asia, to improve its market position in the transatlantic market and to achieve a 
better balance of freight movement between markets. In certain other foreign countries, such as Japan, the 
right of such countries’ air carriers to provide service into the United States and the right of a United States 
air carrier to service points in such foreign countries is controlled by bilateral agreements between the 
United States and such foreign countries. Accordingly, competition may be lessened in such foreign 
countries.
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Flying Tigers, have commenced or expanded operations in the air cargo market since deregulation, greatly 
increasing competition in that market. See “Item 1. Business — Air Cargo Operations — Flying Tigers — 
Scheduled Operations — Domestic Operations."

In its domestic door-to-door delivery market, Flying Tigers competes primarily with Emery Air Freight 
Corporation, UPS, Burlington Northern Inc., Consolidated Freightways, Inc., Airborne Freight Corp, and 
Federal Express Corp. In the domestic airport-to-airport market, Flying Tigers competes with most of the 
major passenger air carriers, which transport cargo not requiring main cargo deck capabilities in the bellies 
of their passenger aircraft.

Employee Relations
On March 1, 1987, Flying Tigers employed 6,055 persons, of which 5,454 were full-time employees and 

602 were part-time employees; 731 of the employees were employed outside the United States. About one- 
half of Flying Tigers’ employees are covered by contracts with labor unions that conform generally to the 
pattern of labor agreements in the passenger airline industry rather than to the nonunion environment of the 
air cargo industry. Flying Tigers believes its labor costs are substantially higher than the labor costs of most 
of its domestic and international competitors in the air cargo industry. In addition, certain of Flying Tigers’ 
contracts with labor unions contain provisions necessary to comply with the labor laws of the various foreign 
countries in which Flying Tigers operates. Flying Tigers’ labor contracts are for varying terms, generally 
thirty-six to forty-two months.

Flying Tigers’ labor contracts are with the Air Line Pilots Association, International (“ALPA”), the 
International Association of Machinists AFL/CIO (“IAM”), the Association of Flight Attendants 
(“AFA”) and the International Brotherhood of Teamsters, which represents ground school instructors. In 
November and December 1986, Flying Tigers entered into a memorandum of understanding with pilots 
represented by ALPA and letter agreements with employees represented by IAM and AFA, respectively, 
providing for wage concessions, work rule changes and other cost reduction measures. These agreements, 
which have become effective, cover approximately 50% of Flying Tigers’ employees, and with the exception 
of the ALPA agreement which does not require ratification, have been ratified by the respective members. 
These agreements will provide Flying Tigers with increases in productivity and reductions in labor costs of 
approximately $58,000,000 annually through May 1990, based upon 1986 labor costs. In addition, in 
December 1986, Flying Tigers implemented certain wage and other reductions with respect to its nonunion­
ized staff and eliminated approximately 124 management and sales positions resulting in additional cost 
savings. Flying Tigers currently is involved in negotiations with representatives of certain other employees 
contemplating wage and other concessions and work rule changes consistent with those of the existing 
agreements.

To encourage the efforts of its employees by creating an ownership stake in Flying Tigers and to 
compensate participating employee groups for wage and other concessions and work rule changes that have 
been or will be made, Flying Tigers has agreed in principle to implement a program comprised of two basic 
components, an equity component and a profit sharing component. It is anticipated that the equity 
component will consist of the issuance of a master warrant to a trustee for the benefit of eligible participants 
representing 1,818,950 warrants exercisable into an equivalent number of shares of Flying Tigers’ Common 
Stock at an exercise price of $1.00 per share during the period commencing on December 1, 1989 and 
ending May 31, 1990 (“Warrant”), unless Flying Tigers exercises limited rights of redemption or substitu­
tion prior to such date. In the event there is no active market for the common stock of Flying Tigers, Tiger 
International may be required to issue substitute warrants to purchase 1.8 million shares of Tiger 
International Common Stock or issue 1.8 million shares of Tiger International Common Stock. It is 
anticipated that the profit sharing component will consist of an agreement to pay eligible participants 15% 
of Flying Tigers’ income from operations, less interest expense accrued and contingent interest or payments 
in settlement thereof in connection with the Flying Tigers Restructuring Agreements, in excess of 
$ 10,000,000 for each of the years ending on December 31,1987, 1988 and 1989 and in excess of $4,166,000 
for the five months ending on May 31, 1990. The exact terms of the program have not been developed as of 
this date, but are anticipated to be consistent with the foregoing discussion. In addition, Flying Tigers has
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Trucking — Warren

Warren, which was acquired in 1981, is primarily a specialized truckload hauler of heavy machinery 
and other commodities that require special equipment. It is the leading hauler of agricultural machinery in 
the United States. Warren is authorized by the Interstate Commerce Commission (the “ICC”) to operate in 
interstate or foreign commerce as a motor common carrier of general commodities between all points in the 
United States. Warren also is authorized by the Ontario Highway Transport Board to operate in the 
Province of Ontario and by the applicable state commissions to operate in intrastate commerce in six 
Midwestern states.

Warren’s operating revenues were $38,616,000 in 1984, $38,023,000 in 1985 and $36,612,000 in 1986. 
Warren handled 432 million ton-miles in 1984, 407 million ton-miles in 1985 and 402 million ton miles in 
1986. Warren’s operating ratio was 94.1% in 1984, 93.9% in 1985 and 95.7% in 1986. A significant portion 
of Warren’s business is performed for Deere and Company. As of December 31, 1986, Warren owned 21 
tractors (switch only) and 1,276 semi-trailers. Warren leases truck tractors with drivers from owner­
operators.

For further information concerning the operations of Warren, see “Item 7. Management’s Discussion 
and Analysis of Financial Condition and Results of Operations.”

Liquidity of Flying Tigers

As of July 2, 1985, pursuant to the terms of the Flying Tigers Restructuring Agreements (as 
hereinafter defined), Flying Tigers was required to begin making payments of deferred principal and interest 
on substantially all of its private debt and capital leases; also pursuant to the terms of the Flying Tigers 
Restructuring Agreements, Flying Tigers is required to pay 80% of the net proceeds of any sale of assets to 
reduce deferred principal and interest on its debt and capital leases. See “Item I. Business — History of 
Financial Restructuring — Flying Tigers.” Although Flying Tigers remains free to sell assets, subject to the 
foregoing restriction, there can be no assurance that Flying Tigers would be able to sell any of its present 
assets at the fair market value thereof or that any future asset sales will not adversely impact Flying Tigers’ 
operations as presently conducted.

For fiscal years 1982, 1983 and 1985, Flying Tigers’ cash flow from operations was inadequate to cover 
interest due and required principal payments on its indebtedness. In such periods, cash flow from operations 
was supplemented significantly by cash from the sale of assets (1982-1985), cash on hand (1985) and the 
deferral of certain debt payments pursuant to the Flying Tigers Restructuring Agreements (1983). See 
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.” 
However, with its cash of $143,159,000 at December 31, 1986, Flying Tigers anticipates no liquidity 
problems in 1987. Nonetheless, Flying Tigers is, and after the planned refinancing will remain, subject to a 
high degree of financial leverage. Flying Tigers’ long-term indebtedness and capitalized lease obligations as 
of December 31, 1986 and December 31, 1985 aggregated approximately $471,813,000 and $507,984,000, 
respectively. Net stockholders’ equity was $124,842,000 and $143,572,000 at December 31, 1986 and 
December 31, 1985, respectively. The Flying Tigers Restructuring Agreements generally prohibit Flying 
Tigers from incurring new indebtedness for borrowed money, and a stock agreement places certain 
restrictions on Flying Tigers relating to the issuance and sale of its voting securities. See “Item 1. Business 
— History of Financial Restructuring •— Flying Tigers.” After completion of the contemplated refinancing 
of Flying Tigers indebtedness, Flying Tigers will be relieved of certain restrictive financial covenants 
imposed by the Flying Tigers Restructuring Agreements. However, certain continuing and new debt 
obligations of Flying Tigers will restrict Flying Tigers’ ability to incur indebtedness for borrowed money and 
capitalized lease obligations, which may adversely affect Flying Tigers’ ability to meet its cash requirements 
because Flying Tigers will be dependent substantially on funds generated by operations.

agreed in principle to permit all employees participating in its labor cost reduction program, collectively, to 
designate one member of Flying Tigers’ Board of Directors.
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Tiger Employees

As of March 1, 1987, Tiger had approximately 6,200 employees.

Discontinued Operations

Regulation of the Motor Carrier Industry
Warren is subject to the Interstate Commerce Act, under which the ICC and the DOT’S Bureau of 

Motor Carrier Safety exercise jurisdiction over various phases of each carrier’s business.
Trucking companies operate pursuant to certificates of public convenience and necessity or contract 

carrier permits issued by the ICC. These certificates and permits specify the commodities that can be hauled 
and the territory in which a carrier can operate. The ICC also has jurisdiction over rates, mergers, 
acquisitions and certain issuances of securities. Carriers set their own rates subject to ICC review to assure 
that such rates are not prejudicial, preferential, predatory or unduly discriminatory. The Motor Carrier Act 
of 1980 imposed restrictions on collective ratemaking activities by trucking companies, but has allowed 
greater pricing flexibility for carriers independently setting rates.

The Bureau of Motor Carrier Safety is concerned with the safety of motor carrier operations, including 
the general safety of a carrier’s operators and equipment and the qualifications and the maximum hours of 
service of drivers.

Warren is subject to economic regulation by regulatory agencies of the states in which it is authorized 
to transport intrastate traffic and by the provincial agencies of Canada. Warren’s operations are also subject 
to administrative regulation by all the jurisdictions in which it operates.

Competition
The motor carrier industry is highly competitive. Warren competes with other motor common carriers, 

motor contract carriers, private carriers and railroads. The operating certificates and permits granted to 
Warren do not give it exclusive rights in any of the areas in which it does business. A substantial number of 
carriers operate within the same areas served by Warren, and the ICC, the various state regulatory agencies 
and the provincial agencies in Canada may authorize operations by additional carriers in the same areas of 
interstate, intrastate and foreign commerce now served by Warren. Some showing of public need must be 
made before these regulatory agencies will authorize service by additional carriers. The passage by Congress 
of the Motor Carrier Act of 1980, however, has substantially lessened the burden of proof that the ICC 
requires to authorize operations by additional carriers.

Rates
The rates and charges assessed by Warren for regulated interstate transportation are on file with the 

ICC. Regional tariff bureaus, on behalf of their members, including Warren, publish revisions of rates and 
charges subject to the approval of the ICC. Due to the changing regulatory and market environment, many 
carriers, including Warren, have improved pricing flexibility by issuing and filing individual carrier tariffs 
with the ICC.

While rate increases have generally been granted to cover increased costs incurred by carriers because 
of increased expenses, there can be no assurance that further rate increases will be sufficient to offset future 
increases in wages and expenses, or that rate increases will follow these increases promptly.

Cost and Availability of Fuel

Warren primarily uses owner-operators who are responsible for purchasing their own fuel.

Hall’s Motor Transit Company
Until January 7, 1985, Hall’s was a wholly owned subsidiary of Tiger International. On January 7, 

1985, Hall’s completed a financial restructuring in connection with which (i) Hall’s acquired a new $5 
million credit facility, and (ii) Tiger International sold 75% of its equity interest in Hall’s to Hall’s 
Acquisition Corp., a corporation owned by certain members of Hall’s existing management group. Tiger
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Genera)
On February 14, 1983, Flying Tigers, North American, Tiger Air and certain other subsidiaries of 

Tiger International began deferring payments of principal of and interest on a substantial portion of their 
bank and institutional debt as a cash conservation measure. Tiger International continued to make payments 
on all debt at the parent company level. In addition, Tiger International’s subsidiaries continued to make 
scheduled payments to certain creditors, including generally holders of public debt, suppliers and trade 
creditors. During 1983, Flying Tigers, TigerAir, North American and certain other Tiger International 
subsidiaries executed restructuring agreements with most of their respective bank lenders, pursuant to which 
defaults on indebtedness were waived or suspended.

The following is a summary of Tiger’s financial restructuring agreements which does not purport to be 
complete and is subject to, and is qualified in its entirety by reference to, the agreements and documents 
referred to therein. Copies of certain of such agreements and documents have been filed with the Securities 
and Exchange Commission.

Railcar Services
Through subsidiaries of Tiger Leasing Group, Tiger previously engaged in the railcar and aviation 

services businesses and other leasing activities. On December 5, 1984, Tiger Leasing Group and certain of 
its subsidiaries filed voluntary petitions for reorganization under the Bankruptcy Code. See “Item 1. 
Business —- History of Financial Restructuring.”

North American Car Corporation (“North American”), the railcar services division of Tiger and a 
subsidiary of Tiger Leasing Group, provided a major portion of Tiger’s earnings through 1981. However, 
North American’s earnings declined in 1982, and it incurred a pretax loss of 569,400,000 in 1983. Tiger 
decided to dispose of its railcar services business and treated this business as a discontinued operation 
effective December 31, 1983. On December 5, 1984, North American filed a voluntary petition for 
reorganization pursuant to Chapter 11 of the Bankruptcy Code. See “Item 1. Business — History of 
Financial Restructuring,” “Item 7. Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” and “Notes to Consolidated Financial Statements.”

North American
In connection with the 1983 restructuring of North American’s indebtedness, Tiger International 

executed a promissory note to North American in the principal amount of approximately $132,000,000, 
which represented advances previously made to Tiger International by North American. In 1984, Tiger 
International executed a $900,000 promissory note to North American, which represented North Ameri­
can’s advances to Tiger International in 1984. These Tiger International promissory notes (the “Tiger 
International Notes”) were held by certain bank lenders of North American (the “North American Bank 
Lenders”) to secure North American’s obligations under the Amended and Restated Master Credit Terms

International ceased participation in the management of Hall’s from and after January 7, 1985. On 
December 13, 1985, in connection with a proposed additional refinancing of Hall’s, Tiger International sold 
its remaining 25% equity interest in Hall’s to Hall’s Acquisition Corp.

Hall’s was unable to complete its proposed additional refinancing and, on March 10, 1986, Hall’s filed a 
voluntary petition for reorganization under Chapter 11 of Title 11 of the United States Code (the 
“Bankruptcy Code”).

See “Note 7 — Contingencies and Legal Actions” of “Notes to Consolidated Financial Statements” for 
a discussion and management’s analysis of (i) a claim of approximately $40 million against Tiger 
International and its subsidiaries, including Flying Tigers, based on the withdrawal liability of Hall’s under 
the Multiemployer Pension Plan Amendments Act of 1980 (“MEPPAA”), and (ii) the effect on Flying 
Tigers Restructuring Agreements if the MEPPAA withdrawal liability of Hall’s is imposed on Tiger 
International and its subsidiaries, or any of them.
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Agreement among North American, the North American Bank Lenders and a certain bank as collateral 
agent for the North American Bank Lenders (the “Collateral Agent”), dated December 6, 1983 (the 
“North American Restructuring Agreement”).

On December 5, 1984, Tiger Leasing Group, its direct subsidiary North American and substantially all 
of its subsidiaries, and another indirect subsidiary of Tiger Leasing Group (collectively, the “Chapter 11 
Companies”), filed voluntary petitions for reorganization under Chapter 11 of the Bankruptcy Code in the 
United States Bankruptcy Court for the Central District of California (the “Bankruptcy Court”) which is a 
unit of the United States District Court for the Central District of California (the “District Court”). The 
Bankruptcy Court and District Court and any other United States Bankruptcy Court or United States 
District Court having jurisdiction over these cases collectively are referred to hereinafter as the “Bankruptcy 
Court.” Since the date of the filing of the voluntary petitions for reorganization, the Chapter 11 Companies 
have operated as debtors-in-possession under Chapter 11 of the Bankruptcy Code.

For a discussion of the sale of North American’s railcar fleet to General Electric Credit Corporation 
(“GECC”), the settlement of a dispute between North American and Tiger International regarding the 
allocation of tax benefits pursuant to a tax allocation agreement and the effect of the tax allocation 
settlement on the net operating loss carryforwards of Tiger International and its subsidiaries see “Note 1 — 
Discontinued Operations — North American” of “Notes to Consolidated Financial Statements.”

Tiger International
Tiger International's Obligations to North American
Recent Developments

Certain of the creditors in the Chapter 11 proceedings have expressed an intent to investigate the past 
transactions between North American, Tiger Leasing Group and Tiger International. As a result of one such 
investigation, on March 5, 1987, North American and the Official Committee of Unsecured Creditors repre­
senting certain unsecured creditors of North American in the North American Chapter 11 proceedings de­
livered to Tiger International a proposed “Complaint to Recover Fraudulent Transfers and for Other Relief’ 
marked “Draft for Settlement Discussion Purposes Only” (the “draft complaint”). The draft complaint asserts 
claims against Tiger International and certain former directors of North American, some of whom were 
directors of Tiger International. For a discussion of the draft complaint and possible claims that might be 
asserted against Tiger International arising out of its relationship with the Chapter 11 Companies see “Item 3. 
Legal Proceedings” and “Note 1 — Discontinued Operations” and “Note 7 — Contingencies and Legal 
Actions” of “Notes to Consolidated Financial Statements.”

The New Tiger International Note
As a result of the filing of the Chapter 11 Companies’ reorganization petitions, the Tiger International 

Notes, which on December 5, 1984, totalled approximately $ 145.2 million including accrued interest, became 
immediately due and payable. In May 1985, the Bankruptcy Court approved a settlement of the Tiger Interna­
tional Notes among Tiger International, North American and the North American Bank Lenders.

To make the initial payment required by the settlement of the Tiger International Notes and to raise 
funds for its general corporate purposes, on March I, 1985, Tiger International completed the sale to certain 
underwriters of shares of Tiger International convertible preferred stock; the underwriters, in turn, sold 
8,050,000 shares of depositary convertible preferred stock (“Depositary Stock”) to the public at $8.25 per 
share. In May 1985, all outstanding shares of Depositary Stock were converted into shares of Tiger 
International Common Stock.

Approximately $49.9 million from the sale of the Depositary Stock was paid in cash to North American 
(the “Tiger NoteCash Proceeds”) to pay accrued interest and to reduce the principal of the Tiger International 
Notes. Tiger International issued a new promissory note to North American for the remaining principal balance 
of $96.9 million (the “New Tiger International Note”). Terms of the New Tiger International Note are 
described in “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Opera­
tions” and “Note 1 — Discontinued Operations” of “Notes to Consolidated Financial Statements.”
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The New Tiger International Note requires prepayments of principal and interest upon the occurrence 
of certain events. To secure performance of its obligations under the New Tiger International Note, Tiger 
International executed a Stock Pledge Agreement (the “Stock Pledge”) pursuant to which Tiger Interna­
tional pledged to North American 47% of the outstanding common stock of Flying Tigers (8,549,067 
shares), which is 47.5% of the Flying Tigers common stock owned by Tiger International (the “Pledged 
Shares”). In the event that Flying Tigers pays any dividends on its common stock or Tiger International 
sells any of the Pledged Shares, 100% of any dividend payments allocable to the Pledged Shares or proceeds 
of the sale would be applied first to interest and then to principal, in the order of maturity. Further, to the 
extent Tiger International receives net cash proceeds from any other source, including, but not limited to, 
sales of shares of common stock of Flying Tigers other than the Pledged Shares, dividends from Flying 
Tigers allocable to shares other than the Pledged Shares, dividends from any of its other subsidiaries or sales 
of its equity or debt securities, 60% of all proceeds received in any year in excess of 510,000,000 would be 
applied to payment of the New Tiger International Note, first to interest and then to principal, in the order 
of maturity. In 1986, as part of an overall settlement of all claims which the North American Bank Lenders 
asserted against North American, North American transferred the Tiger Note Cash Proceeds, the New 
Tiger International Note and the security represented by the Stock Pledge and the Pledged Shares to the 
Collateral Agent in partial satisfaction of North American’s obligations under the North American 
Restructuring Agreement.

Under the New Tiger International Note, a default occurs only upon nonpayment of the note, a breach of 
any anti-dilution provisions contained in the note, any bankruptcy proceeding involving Tiger International or 
Flying Tigers or upon a default under certain other agreements of Tiger International and Flying Tigers.

Restructuring Warrants and Limitation on Advances
In connection with the Override Agreement among Flying Tigers, Tiger International and certain Private 

Lenders (as defined therein), dated as of December 21, 1983, as amended, and the Credit Agreement, as 
amended, among Flying Tigers, the Private Lenders and a certain bank as agent for the Private Lenders, dated 
as of September 30,1983, (collectively, the “Flying Tigers Restructuring Agreements") and the North Ameri­
can Restructuring Agreement, Tiger International agreed to issue to creditors of such companies warrants to

Exchange Offer
In September 1983, Tiger International acquired $37,894,000 principal amount of its outstanding 

1116% Sinking Fund Debentures due October 1, 1995, (the “Old 1116% Debentures”) and $55,563,000 
principal amount of its outstanding 8%% Convertible Subordinated Debentures due July I, 2005, (the “Old 
8%% Debentures”) pursuant to an exchange offer (the “Tiger International Exchange Offer”). In exchange, 
Tiger International issued $28,368,600 principal amount of its 1116% Sinking Fund Debentures, due April 
1, 1995, (the “New 1 116% Debentures”), $36,030,000 principal amount of its 856% Convertible Subordinat­
ed Debentures due July 1, 1995, (the “New 856% Debentures”), 3,156,924 shares of Common Stock and 
warrants to purchase an additional 3,156,924 shares of Common Stock. Tiger International also issued 
$1,313,000 principal amount of New 1116% Debentures, 56,022 shares of Common Stock and warrants to 
purchase an additional 56,022 shares of Common Stock in exchange for $1,751,000 principal amount of Old 
1116% Debentures held by Flying Tigers at the time of the Tiger International Exchange Offer. As a result 
of the Tiger International Exchange Offer, Tiger International’s outstanding long-term debt was reduced by 
$29,058,000 principal amount. The investment banker that assisted Tiger International in the Tiger 
International Exchange Offer received as compensation for its services warrants to purchase 200,000 shares 
of Common Stock, which may be exercised in whole or in part at any time between January 1, 1984. and 
June 30, 1988, at $8.00 per share.

Both principal of and interest on the New 1116% Debentures and the New 856% Debentures, including 
sinking fund obligations, are payable at Tiger International’s option in cash or in Common Stock. Tiger 
International did so elect with respect to the payment of interest during 1983, 1984, 1985 and 1986 on its 
New 11 Vi% Debentures and its New 856% Debentures, satisfying its aggregate $22,800,000 interest 
obligations by delivering 3,685,977 shares of Common Stock and cash for fractional shares.
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Flying Tigers
On December 30, 1983, Flying Tigers and substantially all of its private lenders entered into the Flying 

Tigers Restructuring Agreements pursuant to which defaults on approximately $588,000,000 principal amount 
of indebtedness were waived or suspended, and principal and interest payments of approximately $48,100,000 
otherwise payable in 1983 and 1984 were deferred. In consideration for amounts deferred under the Flying 
Tigers Restructuring Agreements and for a new $45 million credit facility which expired on June 30,1985, with 
no borrowings outstanding, Flying Tigers agreed to pay its lenders up to $20,000,000 of contingent interest, 
cumulatively, based upon future earnings in the years 1985 through 1989 (“Contingent Interest”). Contingent 
Interest, if any, is payable in the years 1986 through 1990. Flying Tigers did not achieve the 1985 or 1986 
earnings level that would have caused Contingent Interest payments to be required in 1986 or 1987. The princi­
pal and interest deferred under the Flying Tigers Restructuring Agreements is payable over a five-year period 
that commenced on July 2, 1985. The Flying Tigers Restructuring Agreements also contain strict financial 
covenants concerning working capital, capital expenditures, net worth, additional borrowings and payment of 
cash dividends on common stock. Substantially all Flying Tigers assets then held or subsequently acquired have 
been pledged to secure its obligations under the Flying Tigers Restructuring Agreements. The Flying Tigers 
Restructuring Agreements also require that 80% of the net proceeds of all asset sales must be paid to the 
participating creditors to reduce the outstanding amounts of deferred principal and interest.

As part of a proposed refinancing of its indebtedness, Flying Tigers filed a Pre-efTective Amendment 
No. 2 to a Registration Statement on Form S-l with the Securities and Exchange Commission on February 
23, 1987. Flying Tigers proposes to sell approximately $90,000,000 First Priority Trust Certificates due 
1997 and $50,000,000 Second Priority Trust Certificates due 1999 (collectively, the “Trust Certificates”).

The proceeds of the proposed sale of the Trust Certificates would be used to repay a substantial portion 
of the Flying Tigers’ indebtedness subject to the Flying Tigers Restructuring Agreements by prepaying in 
full certain of Flying Tigers’ private equipment trust agreements, prepaying a portion of the principal 
amounts owed under certain of Flying Tigers’ term notes, paying in full all principal and lease payments 
deferred by the Restructuring Agreements and paying to certain creditors a premium of $5,000,000 to settle 
in full and terminate the right of such creditors to receive Contingent Interest. The Trust Certificates would 
be secured by title to four used B-747-200F aircraft owned by Flying Tigers.

Concurrent with the consummation of the proposed sale of the Trust Certificates, approximately 
$150,356,000 of purchase money indebtedness of the owner of four B-747-200F and four spare engines 
leased by Flying Tigers under capital leases is proposed to be refinanced by the owner of such equipment. If 
completed, such refinancing would decrease the cost to Flying Tigers of leasing such equipment.

The Flying Tigers Restructuring Agreements would be terminated concurrently with the successful 
completion of the proposed refinancing. The proposed refinancing would reduce Flying Tigers’ principal 
obligations due in the near future, relieve Flying Tigers of the requirement of making quarterly payments of

purchase Common Stock (the “Restructuring Warrants”) in connection with (i) the deferral of interest on 
North American loans and (ii) advances to be made by North American and Flying Tigers to Tiger Internation­
al in 1984 and future years for the payment of certain of Tiger International’s expenses. As of December 31, 
1985, Tiger International had issued Restructuring Warrants to purchase 246,204 shares of Common Stock to 
North American lenders at exercise prices (subject to adjustment) ranging from $5.15 to $6.99 per share in 
connection with the deferral of interest and Restructuring Warrants to purchase 140,069 shares of Common 
Stock to lenders of North American and Flying Tigers at exercise prices (subject to adjustment) ranging from 
$5.94 to $7.39 per share in connection with advances made by such companies to Tiger International. No 
further Restructuring Warrants will be issued.

The above described Restructuring Warrants and Common Stock issued on account thereof are 
restricted securities and accordingly may not be resold, transferred or exercised without an effective 
registration statement relating thereto or an exemption from the registration requirements.
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On October 18, 1985, National Equipment Rental Ltd. (“NER”), a subsidiary of Tiger Leasing 
Group, defaulted on its 5V4% Subordinated Debentures due 1988 because of non-payment of accrued 
interest. On March 20, 1986, certain creditors of NER filed a petition under Chapter 7 of the Bankruptcy 
Code, which constituted an involuntary bankruptcy proceeding against NER. The hearing on the involun­
tary petition has been postponed from time to time to permit negotiations between such creditors and NER.

TigerAir and Tiger Equipment and Services, Ltd. (“TE&S”) are in default under the terms of their 
restructuring agreements.

NER, TigerAir and TE&S do not have adequate assets to pay all their debt.

both deferred and matured principal and interest and Contingent Interest under the Flying Tigers Restruc­
turing Agreements and remove certain operational and other restrictions imposed on Flying Tigers by the 
Flying Tigers Restructuring Agreements.

In March and April 1984, Flying Tigers completed exchange offers whereby 52,404,000 principal 
amount of 9% Equipment Trust Certificates due October 1, 1991, and $85,000 principal amount of 5% 
Convertible Subordinated Debentures due April 1, 1986, were exchanged for 189,504 shares of Flying 
Tigers’ common stock and warrants to purchase 89,094 shares of Flying Tigers’ common stock (collectively, 
the “Flying Tigers Exchange Offers”). The financial advisor to Flying Tigers also received warrants to 
purchase 50,000 shares of Flying Tigers’ common stock as part of the Flying Tigers Exchange Offers. See 
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

In connection with Tiger International’s pledge of the Pledged Shares discussed above, Flying Tigers 
executed a Stock Agreement (the “Stock Agreement”) in favor of North American and the Collateral 
Agent. The Stock Agreement imposes on Flying Tigers, and the Stock Pledge imposes on Tiger Internation­
al, certain covenants that restrict, but do not preclude, the issuance of additional voting securities of Flying 
Tigers, the amendment of Flying Tigers’ Certificate of Incorporation and the sale, merger or consolidation 
of all or substantially all of the business of Flying Tigers.

Beginning in 1988, Tiger International will be obligated to begin making substantial cash payments on the 
New Tiger International Note. Flying Tigers is presently prohibited from providing funds to Tiger Internation­
al under the terms of the Flying Tigers Restructuring Agreements and Flying Tigers will continue to be subject 
to substantial restrictions on its ability to pay dividends and advance funds to Tiger International upon the 
successful completion of the proposed refinancing. Tiger International will therefor require additional financing 
or capital to meet its obligations to North American. However, the source of any such additional financing or 
capital is uncertain. As a result, it is possible that ownership and control of Flying Tigers may change at some 
point in the future through foreclosure of the Stock Pledge or through other means, and it is not possible to 
predict what effect such changes would have on the business of Flying Tigers or Tiger International.

Other Subsidiaries
As a result of the Chapter 11 proceedings of the Chapter 11 Companies, payment defaults and failures 

to satisfy covenants of debt and other obligations, certain of the obligations of Tiger International’s 
indirectly owned subsidiaries are currently in default, and the maturity dates either have been accelerated or 
are subject to acceleration by the respective lenders. Individual secured creditors of such subsidiaries whose 
debt is currently in default could foreclose on the equipment and other assets securing the lenders’ respective 
obligations, could bring actions to attach assets of such subsidiaries or could commence proceedings under 
the Bankruptcy Code against such subsidiaries. There can be no assurance that creditors of such subsidiaries 
would not bring attachment or foreclosure actions or that any such actions could be settled on favorable 
terms. A number of such creditor actions may result in the bankruptcy of certain subsidiaries. However, 
Tiger International believes that there would be no grounds for consolidating Tiger International or its 
assets with the bankruptcy estates of such subsidiaries in the event such bankruptcies were commenced. 
Further, Tiger International does not believe that there were any transfers to it which could be set aside 
under the Bankruptcy Code or comparable state statutes in the event of such bankruptcies. For a discussion 
of possible claims relating to tax benefit accounts see “Note 1 — Discontinued Operations” of “Notes to 
Consolidated Financial Statements.”
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Flying Tigers’ Aircraft Fleet

Flying Tigers now operates (i) 18 B-747 freighter aircraft, which is approximately one-fourth of the 
world’s civilian B-747 freighter capacity, (ii) two B-747 passenger aircraft, which are held for use under 
MAC, (iii) six DC-8-73 freighter aircraft and (iv) 11 B-727 freighter aircraft, which are leased under 
operating leases. In addition to its operating fleet as of March 26, 1987, Flying Tigers leased five B-727- 
100F aircraft, all of which were subleased to other air carriers and one B-727-100 passenger aircraft which 
is being held available for sublease. In January 1987, Flying Tigers entered into an operating lease for the 
six DC-8-73 aircraft which were delivered to Flying Tigers from January through March 1987 and 
integrated into the operating fleet upon delivery.

Tiger Recent Financial Performance and Liquidity

During the years 1984, 1985 and 1986 Tiger experienced net losses of $88,940,000 ($4.13 per share), 
$72,687,000 ($2.69 per share) and $45,063,000 ($1.45 per share), respectively. In 1985 and 1986, Tiger 
reported losses from continuing operations of $57,187,000 and $45,063,000; in 1984, Tiger reported income 
from continuing operations of $44,205,000. Tiger's stockholders’ equity decreased from $84,536,000 at 
December 31. 1983 to $1,961,000 at December 31, 1984 and decreased to a deficit of $4,462,000 at 
December 31, 1985 and a deficit of $43,160,000 at December 31, 1986. See “Item 7. Management’s 
Discussion and Analysis of Financial Condition and Results of Operations.”

Tiger International’s cash requirements for 1987 are estimated to be approximately $9.7 million. At 
December 31, 1986, Tiger International had cash balances of approximately $8.7 million. Warren is free 
from restrictions limiting dividends and advances to Tiger International. During 1986, Tiger International 
received $9 million, in cash, from Warren and in 1987 Tiger International expects to receive additional cash 
from Warren. As a result, Tiger International anticipates no liquidity problems during 1987.

Tiger International’s cash requirements in each of the years 1988 and 1989 will be in excess of $80 
million due to payments required under the New Tiger International Note. Flying Tigers is presently 
prohibited from providing funds to Tiger International under the terms of the Flying Tigers Restructuring 
Agreements, and Flying Tigers will continue to be subject to substantial restrictions on its ability to pay 
dividends and advance funds to Tiger International upon the successful completion of the proposed 
refinancing of Flying Tigers discussed above under “History of Financial Restructuring — Flying Tigers.” 
Tiger International may not be able to meet its future debt service and other cash requirements with funds 
from Flying Tigers and Warren. If Tiger International were unable to obtain sufficient funds from its 
subsidiaries to meet its cash obligations in 1988 and 1989, it may be necessary for Tiger International to 
attempt to refinance its indebtedness, seek additional capital or sell stock or assets of its subsidiaries. See 
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Tiger International has not paid a dividend on its Common Stock since the fourth quarter of 1981 and 
is presently prohibited by the terms of the Flying Tigers and North American Restructuring Agreements 
and certain debt instruments from paying such a dividend until at least 1991.

General
Flying Tigers’ ground facilities are comprised principally of (a) leasehold improvements, including 

cargo terminals, flight equipment maintenance facilities and sales and administrative offices, and (b) 
equipment used in servicing aircraft, conducting a worldwide communication system, in maintaining its 
flight and ground properties, and conducting sales, training and other administrative functions. Flying 
Tigers’ headquarters and its principal maintenance and training bases are located on a 30-acre tract leased 
at Los Angeles International Airport. A maintenance hangar, general office building and flight training 
center have been constructed on this property by Flying Tigers.

Warren leases its executive and general offices and principal garage facilities in Waterloo, Iowa. Of the 
17 terminal facilities operated by Warren, Warren owns ten and leases seven.
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New Terminal Facility
In late 1985, Flying Tigers began a relocation of its principal domestic freight hub from O’Hare Interna­

tional Airport in Chicago to a new combined air and trucking hub in Columbus, Ohio. The new hub, which 
commenced full operations on March 3, 1986, incorporates specific design features to facilitate aircraft and 
freight handling as well as integrated truck hub operations. Flying Tigers intends to maintain O’Hare Interna­
tional Airport as a significant origination and destination point. It is anticipated that the combined cost of 
operating the principal hub in Columbus and maintaining O’Hare International Airport as a significant origina­
tion and destination point will be less than the cost of establishing and operating the principal hub at O’Hare 
International Airport. Since the Columbus hub facility and substantially all of the related equipment are leased. 
Flying Tigers incurred no significant capital investment arising from the relocation of the hub.

Item 3. LEGAL PROCEEDINGS.
See “Note 7 — Contingencies and Legal Actions” of “Notes to Consolidated Financial Statements” for a 

discussion and analysis of material litigation matters in which Tiger International has been named as a 
defendant or may have liability.

See “Note 1 — Discontinued Operations — Hall’s Motor Transit” for a discussion of possible claims 
against Tiger International and its subsidiaries, including Flying Tigers, related to the potential MEPPAA 
withdrawal liability of Hall’s.

See “Note 1 — Discontinued Operations — North American" for a discussion of the settlement of certain 
claims by North American related to the allocation of certain tax benefits among North American, Tiger 
International and other tax affiliates of Tiger International.

See “Note 9 —- Income Taxes” of “Notes to Consolidated Financial Statements” for a discussion of 
litigation concerning a petition for redetermination of certain deficiencies asserted against Tiger by the Internal 
Revenue Service.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
During the fourth quarter of the fiscal year ended December 31,1986, no matters were submitted to a vote 

of security holders of Tiger International, through the solicitation of proxies or otherwise.

B-747-100F..
B-747-200F...
B-747-200CF.
B-747-200P*..
DC-8-73
B-727-100F...

Operating 
Leases

1
2
6

11

Total

7
10

1
2
6

11

Aircraft 
Owned

7
5

The following table illustrates the composition of Flying Tigers’ operating fleet
Aircraft Under 

Capital 
Leases

* Passenger aircraft held for use under the MAC contract.
Substantially ail of Flying Tigers’ operating fleet (other than aircraft subject to operating leases) is 

currently encumbered by equipment trust certificates, capital leases or similar obligations.
The operating leases expire during the period September 1987 to September 1992, and the capital 

leases expire during the period July 1990 to January 2001. Most of the operating and capital leases have 
renewal options of various duration. Flying Tigers has options to purchase at each lease expiration date the 
five B-747-200F aircraft subject to capital leases and all B-727-100 aircraft subject to operating leases, all 
for fair market value, subject, in the case of certain B-727-100 aircraft, to a maximum price. Flying Tigers 
has an option, exercisable in 1987, to purchase the six DC-8-73 aircraft at specified prices at the end of the 
second through fifth years of the lease.
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Robert J. Harter, Jr. 
Larry G. Morris 
Joseph K. McDonnell

42
48
43

Title
Chairman of the Board, President and Chief Executive

Officer(l)
Senior Vice President, General Counsel and Secretary(2)
Senior Vice President — Chief Financial Officer(3)
Vice President — Controller and Treasurer(4)

Age 
45

EXECUTIVE OFFICERS OF THE REGISTRANT
Each officer is appointed by the Board of Directors of Tiger International and serves at its pleasure.
The following table provides certain information as of March 19, 1987, concerning those persons who serve 

as executive officers of Tiger International.
Name

Stephen hLWolf

(1) Mr. Wolf was elected Chairman of the Board, President and Chief Executive Officer of Flying Tigers and a 
director of Tiger International on August 8, 1986. On January 22,1987, Mr. Wolf was elected Chairman of 
the Board, President and Chief Executive Officer of Tiger International. Mr. Wolf formerly served as 
President, Chief Executive Officer and a director of Republic Airlines, Inc. (“Republic”) from April, 1985 
to August 4, 1986, when Republic was acquired by NWA, Inc. Mr. Wolf was President, Chief Operating 
Officer and a director of Republic from April 1984 to April 1985, and was Executive Vice President of 
Republic from February 1984 to April 1984. Between December 1982 and September 1983, Mr. Wolf was 
President, Chief Operating Officer and a director of Continental Airlines Corporation (which filed for 
Chapter 11 reorganization under the federal bankruptcy laws in September 1983, after Mr. Wolf had 
resigned as an officer and director). Mr. Wolf is a director of the Air Transport Association of America 
(“ATA”) and a member of the Executive Committee of the International Air Transport Association 
(“IATA”).

(2) Mr. Harter was promoted to Senior Vice President on June 28, 1985. Prior to such promotion, Mr. 
Harter had been Vice President, General Counsel and Secretary since July 1983; Vice President — 
Administration since April 1982; Vice President — Law since July 1979; Secretary since June 1980; 
and Associate General Counsel from April 1978 to June 1979.

(3) Mr. Morris was elected Senior Vice President-Chief Financial Officer of Tiger International in October 
1986. From January 1986, until October 1986 he was Senior Vice President-Finance and Administra­
tion. From 1983 until December 1985, he was Senior Vice President, Finance and Administration- 
Electronics, Defense and Telecommunications Group of Penn Central Corporation (formerly GK 
Technologies, Inc.) Greenwich, Connecticut. During the 1980-1982 period, he held corporate Senior 
Vice President positions at Penn Central Corporation and GK Technologies, Inc., Mr. Morris is also 
Senior Vice President-Chief Financial Officer of Flying Tigers.

(4) Before becoming Vice President — Controller and Treasurer in October 1985, Mr. McDonnell had 
been Vice President-Controller since February 1984; Controller since June 1983; Assistant Controller 
since October 1980; and Director of Accounting from 1977 to October 1980.
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Tiger International has been advised that, due to its failure to satisfy certain continued listing criteria, 
the New York Stock Exchange is reviewing the continued listing of the Common Stock.

Tiger International has not paid a cash dividend since the fourth quarter of 1981. Due to losses incurred 
by subsidiaries, provisions in certain subsidiaries’ bank credit agreements, indentures and restructuring 
agreements restricting or prohibiting payment by subsidiaries of dividends to Tiger International and the 
limitation on advances under the restructuring agreements, dividends on the Common Stock are not 
currently being paid. In addition, agreements entered into by Tiger International in connection with the 
North American and Flying Tigers Restructuring Agreements prohibit the payment by Tiger International 
of dividends (other than dividends in Common Stock) or other distributions on or with respect to its 
outstanding Common Stock until all obligations owed to the creditors who are parties to such restructuring 
agreements have been paid. The North American restructuring agreements are not presently expected to be 
terminated, nor dividends to be paid, until at least 1989. See “Item 7. Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and “Note 4 — Long Term Debt” of “Notes to 
Consolidated Financial Statements.”

Part II
Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER 

MATTERS.
The common stock of Tiger International (the “Common Stock”) is traded on the New York, Midwest 

and Pacific Stock Exchanges and was held as of March 26, 1987, by approximately 18,186 holders of record. 
The following table sets forth the high and low sales prices for the Common Stock on the consolidated 
transaction reporting system for the indicated periods:
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
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Results of Operations
Revenues from Continuing

Operations
Income (Loss) from Continuing

Operations
Net Loss(l)........................................
Income (Loss) Per Common

Share From Continuing
Operations

Loss Per Share(l)
Cash Dividends Declared Per

Common Share.............................
Working Capital Provided (Used) 

by Continuing Operations(2)
Financial Position

Total Assets(3)
Long-Term Obligations(3)
Stockholders’ Equity (Deficit)  
Book Value Per Common Share....

$1,026,728
$ 603,058
$
$

$1,113,766
$ 691,892
$
$

$2,440,619
$1,632,849
$ 283,166
$ 16.72

Summary
Tiger International, Inc. (“Tiger International”) is a holding company that has investments in 

operating companies providing air cargo transportation and trucking services. Tiger International’s principal 
subsidiaries are The Flying Tiger Line Inc. (“Flying Tigers”) and Warren Transport, Inc. (“Warren”). 
Tiger International and its subsidiaries are referred to herein as Tiger.

Operating losses, combined with funds required for business acquisitions and equipment additions, had 
the effect of adversely affecting liquidity while reducing Tiger’s equity from $419.4 million at December 31, 
1981, to a deficit of $43.2 million at December 31, 1986.

Tiger reported a net loss of $45.1 million in 1986 compared to a net loss of $72.7 million in 1985 and a 
net loss of $88.9 million in 1984. From continuing operations, Tiger reported a loss of $45.1 million in 1986 
compared to a loss of $57.2 million in 1985 and income of $44.2 million in 1984.

In February 1987, Flying Tigers filed a pre-effective amendment to a registration statement with the 
Securities and Exchange Commission (“SEC”) and proposes to refinance approximately $140 million of its 
debt through the sale of equipment trust certificates. Concurrently, Flying Tigers proposes to refinance 
approximately $150 million of capitalized lease obligations.

Item 6. SELECTED FINANCIAL DATA.
The following table presents selected consolidated financial data for Tiger International and its 

subsidiaries for each of the five years ended December 31, 1986 (in thousands, except per share data):
1985

1983 includes an extraordinary gain of $19.8 million ($1.10 per share) from an exchange of debt for 
other securities.
See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” 
and “Consolidated Statement of Changes in Financial Position” for additional information pertaining 
to the source and application of funds.
1982 includes assets and liabilities associated with discontinued operations. See “Note 1 — Discon­
tinued Operations” of “Notes to Consolidated Financial Statements.”



23

Liquidity
Working capital provided by operations amounted to $69.3 million in 1986 compared to $17.3 million 

in 1985. Working capital used in operations amounted to $38.9 million in 1984. Working capital provided 
by continuing operations were $69.3 million in 1986 compared to $17.3 million in 1985 and $105.2 million 
in 1984. In addition, proceeds from the sale of assets by Flying Tigers were $23.3 million in 1985 and $69.7 
million in 1984. Asset sales in 1986 were not significant.

In connection with the North American Restructuring Agreement, Tiger International issued a 
promissory note to North American in the principal amount of $132 million, representing advances 
previously made by North American to Tiger International. This promissory note was held by certain 
lenders of North American as security for the repayment of North American’s debt. At December 31,1983, 
Tiger International considered this obligation to be a contingent liability because management believed that

In November and December 1986, Flying Tigers entered into agreements in principle with substantially 
all of its unionized employees providing for reduced salaries, work rule changes and other cost reduction 
measures. In addition. Flying Tigers eliminated certain management and sales positions and implemented 
certain wage and other cost reduction programs with respect to its non-union staff.

Until January 7, 1985, Hall’s Motor Transit Company (“Hall’s”) was a wholly owned subsidiary of 
Tiger International. On January 7, 1985, Hall’s completed a financial restructuring pursuant to which (i) 
Hall’s obtained a new $5 million credit facility, and (ii) Tiger International sold 75% of its equity interest in 
Hall’s to Hall’s Acquisition Corp., a corporation owned by certain members of Hall’s existing management 
group. In connection with such financial restructuring, Hall’s agreed to reaffirm its existing $10.5 million 
obligation to Tiger International (the “Hall’s Note”), secured by a lien on Hall’s assets subordinate to that 
of the lenders providing credit facilities to Hall’s. Tiger International accounted for this business as a 
discontinued operation effective December 31, 1984. As of December 13, 1985, Tiger International 
transferred its remaining 25% interest in Hall’s to Hall’s Acquisition Corp, and wrote off the Hall’s Note as 
a charge to discontinued operations.

In March 1986, Tiger International reached a settlement with both North American Car Corporation 
(“North American”) and TigerAir, Inc. (“TigerAir”) regarding their respective claims under tax allocation 
agreements. No cash payments were required by Tiger International. Also, in 1986, North American 
finalized the sale of its railcar fleet and other assets to General Electric Credit Corporation ("GECC”) for 
approximately $420 million.

In May 1985, Tiger International issued 8,050,000 shares of Common Stock and finalized a settlement 
of its $145.2 million obligation to North American and issued a new note payable (the “New Tiger 
International Note”) to North American.

In early 1984, Flying Tigers completed an exchange offer whereby debt was exchanged for Flying 
Tigers’ common stock and warrants to purchase Flying Tigers’ common stock. As a result of this exchange 
offer, Tiger International’s ownership has been reduced to 99% of Flying Tigers outstanding common stock.

Through subsidiaries of Tiger Leasing Group, Inc. (“Tiger Leasing Group”), Tiger previously engaged 
in the railcar and aviation services businesses and other leasing activities. In December 1983, a transaction 
was completed under which GECC took over the management and operation of the railcar leasing and 
repair business of North American, the largest subsidiary of Tiger Leasing Group. In addition, GECC was 
given an option to purchase the remainder of North American’s railcar fleet. Also in 1983, North American 
restructured its indebtedness with certain of its creditors (the “North American Restructuring Agree­
ment”). As a result of a decision to liquidate the North American railcar fleet, through the option given to 
GECC or otherwise, and the North American Restructuring Agreement, Tiger accounted for these 
activities as a discontinued operation effective December 31, 1983. Also, Tiger International announced its 
decision to sell or liquidate all of Tiger Leasing Group’s other operations and, accordingly, these operations 
were accounted for as discontinued effective December 31, 1983.

Tiger International has not paid dividends on the Common Stock since the fourth quarter of 1981.
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sufficient cash would be provided from the North American railcar fleet liquidation to repay North 
American's outstanding indebtedness. On December 5, 1984, North American filed a voluntary petition for 
reorganization under Chapter 11 of the Bankruptcy Code. As a result, this obligation, which had a maturity 
date of January 1991 and an interest rate of 7%, became immediately due and payable. In late 1984, Tiger 
recorded the SI32 million obligation plus accrued interest as a liability. Another promissory note payable to 
North American, in the principal amount of $900,000 (for advances made in 1984) also became due and 
payable. At December 31, 1984, the notes payable to North American, including accrued interest, totalled 
S145.2 million.

On March 1, 1985, Tiger International completed an offering of convertible preferred stock to certain 
underwriters, who in turn sold 8,050,000 shares of Depositary Convertible Preferred Stock (“Depositary 
Stock”) to the public at $8.25 per share. This offering was part of a proposed settlement of Tiger 
International’s notes payable to North American.

In May 1985. the Bankruptcy Court approved a settlement of Tiger International’s notes payable to 
North American, and all outstanding shares of Depositary Stock were converted into shares of Tiger 
International Common Stock. Approximately $49.9 million from the sale of the Depositary Stock was used 
to pay accrued interest and to reduce the principal balances on Tiger International’s notes to North 
American. Tiger International retained approximately $10 million of the proceeds for general corporate 
purposes.

Subsequently, Tiger International executed the New Tiger International Note payable to North 
American for the remaining principal balance of $96.9 million. At December 31, 1986, the outstanding 
balance of the New Tiger International Note, including accrued and capitalized interest, was $118.9 
million. See “Note 1 — Discontinued Operations — North American” of “Notes to Consolidated Financial 
Statements” for a description of the terms of the New Tiger International Note.

As a result of the filing by North American of a voluntary petition in reorganization under Chapter 11 
of the Bankruptcy Code and certain provisions of debt restructuring agreements between Flying Tigers and 
certain of its creditors (“Flying Tigers Restructuring Agreements”), North American and Flying Tigers 
were thereafter prohibited from making advances to Tiger International (see below).

Tiger International’s cash needs for 1987 are approximately $9.7 million. At December 31, 1986, Tiger 
International had cash resources of approximately $8.7 million. Warren is free from restrictions limiting 
dividends and advances to Tiger International. During 1986, Tiger International received $9 million, in 
cash, from Warren and in 1987 expects to receive additional cash. As a result, Tiger International 
anticipates no liquidity problems during 1987. Flying Tigers intends to refinance a significant portion of its 
long-term obligations (see below). In the planned refinancing, Flying Tigers’ Restructuring Agreements will 
be terminated, and Flying Tigers will be permitted to pay dividends and make advances to Tiger Interna­
tional. However, such dividends and advances will be limited. As a result, Tiger International may not be 
able to meet its future debt service requirements with funds from Flying Tigers and Warren. Therefore, no 
assurance can be given that Tiger International will have sufficient funds to satisfy its cash requirements for 
1988 and thereafter. Tiger International estimates its cash requirements in each of the years 1988 and 1989 
will be in excess of $80 million. If Tiger International were unable to obtain sufficient funds from its 
subsidiaries to meet its cash obligations, it may be necessary for Tiger International to attempt to refinance 
its indebtedness, seek additional capital or sell stock or assets of its subsidiaries.

During September and October, 1986, in a series of meetings, management of Flying Tigers advised 
employees of the need for substantial current cost reductions as an initial step to restoring Flying Tigers as a 
viable air cargo competitor. Management also indicated that Flying Tigers needs to refinance its long-term 
debt and requires a new marketing strategy to reverse its eroding worldwide market position that has 
resulted from new low cost competitors and an inability to finance capital expenditures on new aircraft.

In November and December 1986, Flying Tigers entered into agreements in principle providing for 
reduced salaries, work rule changes and other cost reduction measures with substantially all of its union 
employees. These agreements will provide Flying Tigers with increases in productivity and reductions in
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labor costs, based on 1986 labor costs, of approximately $58 million annually through May 1990. In 
addition, in December 1986, Flying Tigers implemented certain wage and other cost reductions with respect 
to its nonunion staff and eliminated approximately 124 management and sales positions, which will provide 
Flying Tigers with additional savings. In return for such savings, Flying Tigers agreed in principle to grant 
to participating employees a profit participation, warrants to purchase approximately 1.8 million shares of 
Flying Tigers’ common stock at $1.00 per share and the right to elect one member to Flying Tigers’ Board of 
Directors. The warrants are exercisable between December 1, 1989 and May 31, 1990. If the warrants are 
exercised, Tiger International’s ownership will be reduced to 90% of Flying Tigers’ outstanding common 
stock. Under certain circumstances, the above warrants may be converted into warrants and/or Common 
Stock of Tiger International. See “Item 1 — Business — Air Cargo Operations — Flying Tigers — 
Employee Relations”, for further details.

Flying Tigers, with its available cash on hand of $143.2 million, together with the anticipated savings 
from the economic cost reduction plans, anticipates no liquidity problems in 1987. In addition, Flying Tigers 
has a one billion yen (approximately $6.3 million based on the yen-to-dollar exchange rate at December 31, 
1986) line of credit with a Japanese bank. This agreement is secured by Japanese trade accounts receivable 
and expires on January 31, 1988. As of December 31, 1986, there were no borrowings outstanding under 
this agreement.

In December 1983, Flying Tigers finalized debt restructuring agreements with its creditors. These 
restructuring agreements provided for, among other things, the deferral, until July 2, 1985, and beyond, of 
approximately $48 million of principal and interest otherwise payable in 1983 and 1984. The deferred 
amounts are payable in 20 quarterly installments of approximately $2.4 million; the first such installment 
became due and was paid on July 2, 1985. In addition to stated interest, Flying Tigers may be required to 
pay annually in each of the years 1986 through 1990 contingent interest if certain earnings levels are 
achieved. The cumulative amount of such contingent interest may not exceed $20 million. Flying Tigers did 
not achieve the 1985 and 1986 earnings levels to cause contingent interest payments to be required in 1986 
and 1987. The Flying Tigers Restructuring Agreements also require that 80% of the aggregate net proceeds 
from sales of assets be paid to the participating creditors to reduce the outstanding amount of deferred 
principal.

The Flying Tigers Restructuring Agreements contain strict financial covenants and substantially all 
previously unencumbered assets have been pledged to secure the obligations thereunder and generally 
prohibit Flying Tigers from incurring new indebtedness for borrowed money.

In February 1987, Flying Tigers filed a pre-effective amendment to a registration statement with the 
SEC and intends to refinance approximately $140 million of its debt through the sale of equipment trust 
certificates. In addition, Flying Tigers intends to refinance approximately $150 million of capitalized lease 
obligations. The Flying Tiger Restructuring Agreements would be terminated upon the successful comple­
tion of the proposed refinancing. However, Flying Tigers ability to supplement cash on hand and cash from 
operations in the future will continue to be limited by certain contractual restrictions including, among other 
things, (i) limitations on Flying Tigers’ ability to incur additional indebtedness for borrowed funds and to 
sell shares of common stock and (ii) the fact that most of Flying Tigers aircraft will continue to be subject to 
liens securing existing principal and interest obligations. Under the terms of Flying Tigers’ Restructuring 
Agreements, Flying Tigers has had high debt service costs. The planned refinancing of Flying Tigers’ debt 
and capital lease obligations would reduce Flying Tigers principal and interest obligations in the near term 
and improve liquidity. The termination of Flying Tigers’ Restructuring Agreements in the proposed 
refinancing would terminate Flying Tigers’ obligation to pay contingent interest. Flying Tigers would pay a 
premium of $5 million to settle and terminate the contingent interest obligation. In addition, the termination 
of Flying Tigers Restructuring Agreements would eliminate certain restrictive operating covenants. Flying 
Tigers would, however, continue to be subject to a high degree of financial leverage and, with the exception 
of the yen line of credit described above, would not have available to it any significant committed credit 
facilities. (See “Note 11 — Subsequent Events” of “Notes to Consolidated Financial Statements”.)
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Continuing Operations Overview
Revenues from continuing operations in 1986 were $1,110.9 million compared to $1,147 million in 1985 

and $1,209.9 million in 1984.

Losses from continuing operations were $45.1 million in 1986 compared to $57.2 million in 1985 and 
income of $44.2 million in 1984.

Upon the successful completion of the proposed refinancing and the termination of Flying Tigers’ 
Restructuring Agreements, Flying Tigers would be permitted to pay dividends and make advances to Tiger 
International, but the provisions of certain continuing and new debt obligations would limit such dividends 
and advances.

In September 1983, Tiger International completed an exchange offer, whereby debentures were 
exchanged for new securities consisting of 11'/?% Sinking Fund Debentures due April 1, 1995 (“New 11'/:% 
Debentures”) and 85/s% Senior Subordinated Debentures due July 1, 1995 (“New 85/«% Debentures”), 
Common Stock and warrants to purchase Common Stock. The New 1 \'/i% Debentures and the New 85/s% 
Debentures give Tiger International the option to satisfy both principal (including sinking fund obligations) 
and interest requirements in cash or in Common Stock. Tiger International elected to satisfy its interest 
obligations on the New 11'/2% Debentures and the New 8’/s% Debentures in 1986 ($6.5 million), 1985 ($6.5 
million) and 1984 ($6.5 million) by delivering an aggregate of 1,031,791, 921,768 and 1,139,738 shares, 
respectively, of Common Stock.

Also in 1983, TigerAir and TE&S, both subsidiaries of Tiger Leasing Group, finalized debt restructur­
ing agreements with their creditors. However, as a result of the filings by North American and Tiger 
Leasing Group of voluntary petitions for reorganization pursuant to Chapter 11 of the Bankruptcy Code in 
December 1984, North American, Tiger Leasing Group, TigerAir and TE&S are in default under their 
restructuring agreements. In addition the proceeds from the sale of North American’s railcar fleet was not 
sufficient to pay off all of North American’s obligations. The Tiger Leasing Group and North American 
bankruptcy proceedings could result in unsatisfied creditor claims of up to $300 million after the sale of 
their assets and completion of the bankrupcty proceedings. See “Note 1 — Discontinued Operations” and 
“Note 7 ■— Contingencies and Legal Actions” of “Notes to Consolidated Financial Statements” with regard 
to other contingencies.

As a result of the limitations in the Flying Tigers and North American Restructuring Agreements, 
absent an amendment or change in the terms thereof, Tiger International is prohibited from paying 
dividends (other than stock dividends) on its Common Stock.

Capital Resources
Capital expenditures were $10 million in 1986 compared to $27.3 million in 1985 and $48.6 million in 

1984. At December 31, 1986, Tiger had no significant future purchase commitments.
In January 1987, Flying Tigers entered into an operating lease for the use of six McDonnell Douglas 

DC-8-73 aircraft. Such aircraft will enable Flying Tigers to improve its load factor on certain routes, to 
reallocate currently underutilized B-747 aircraft and to service additional routes.

Air Cargo
Flying Tigers’ revenues for 1986 were $1,074.3 million, a 3% decrease from the 1985 revenues of 

$1,109 million, and a 8% decrease from Flying Tigers’ 1984 revenues of $1,171 million. Flying Tigers 
reported a pretax loss of $18.6 million in 1986 compared to a pretax loss of $44.2 million in 1985 and a 
pretax profit of $60.8 million in 1984. Included in the results for 1986 is a $27.5 million transaction loss 
relating to debt obligations payable in Japanese yen. Included in the results for 1985 are pretax gains of 
$12.6 million from the sale of DC-8 aircraft, engines and spare parts and the sale of leasehold improve­
ments. In addition, 1985 results include approximately $13.0 million of reserves, most of which relate to 
increases in engine overhaul costs, and a $14.1 million transaction loss relating to debt obligations payable in
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Scheduled service revenues in 1984 increased over 1983 levels primarily as the result of a strong 
transpacific market and the redeployment of aircraft to this market. In October 1983 Flying Tigers reduced 
flight frequency across the Atlantic by 50% and established two European hubs, one located in London and 
one in Frankfurt. Scheduled flights to France and Italy were replaced, and scheduled flights from 
Switzerland were supplemented, by a trucking network operating out of the hubs. The new approach 
reduced fixed costs in Europe and allowed Flying Tigers to redeploy aircraft to the Asian market where 
demand was strong. As a result of this redeployment of aircraft and the strong demand, 1984 revenue ton 
miles increased 28% in the transpacific market, but declined 33% in the transatlantic market. In September 
1983, Flying Tigers began weekly scheduled service to Australia. An additional frequency was added in July 
1984 to meet increased demand. In addition, the redeployment of aircraft enabled Flying Tigers to expand 
its operations in Latin America, where a substantial increase in revenue ton miles was realized. In 1984 
domestic revenues increased 11% ($20.4 million) from 1983 levels while volumes decreased 10%. The

Japanese yen. Included in the results for 1984 is a pretax gain of $16.4 million on the sale of DC-8 aircraft. 
Beginning in January 1987, certain of Flying Tigers’ Japanese customers entered into firm yen-denominated 
commitments to purchase a minimum level of cargo services from Flying Tigers over the next five years. 
Such yen-denominated revenue commitments are part of hedging transaction involving the yen-denominated 
debt. As a result, gains and losses on the yen-denominated debt resulting from the fluctuation of the yen-to- 
dollar exchange rates will be deferred and amortized as an adjustment to revenues over the remaining life of 
the debt rather than being recognized entirely in the current period.

Flying Tigers’ major services include domestic, transpacific, transatlantic and Latin American 
scheduled cargo services and Military Airlift Command (”MAC“) and commercial charters. Scheduled 
service revenues in 1986 were $884.6 million, down from $926.5 million in 1985. Scheduled service revenues 
were $1,008 million in 1984. The transpacific market accounted for 67%, 66% and 70% of Flying Tigers’ 
total scheduled capacity in 1986, 1985 and 1984, respectively.

In 1986, scheduled service revenues decreased $41.8 million (5%) compared to 1985, mainly due to 
reduced revenues in the domestic, transatlantic and Latin American markets. These declines were partially 
offset by improvements in the transpacific market where revenues increased 10% or $55.6 million. Revenues 
in the domestic market decreased 27% ($57.3 million) as a result of a 22% decrease in volumes, primarily in 
the airport-to-airport segment, and a 9% decrease in yields occurring largely in the door-to-door segment. 
The declines in domestic volumes and yields resulted from excess capacity in the domestic marketplace, the 
fact that certain former customers began or increased flying of their own aircraft, and a shift in the product 
mix to freight requiring second-day delivery. Revenues in the transatlantic market were down 20% ($21.5 
million) on a 18% decline in revenue ton miles. The reduction in transatlantic revenue ton miles was the 
result of a decline in traffic to the United States, which Flying Tigers believes was caused by the weakening 
of the U.S. dollar abroad. In addition, there was a lower number of frequencies as a result of Flying Tigers 
having one less aircraft in its fleet. Transpacific revenue ton miles increased 3% and yields improved 7%. The 
improved yields are primarily the result of the strengthening of the Japanese yen. Transpacific load factors 
increased 5% even though transpacific capacity was reduced by 2%. Revenues in the Latin American market 
decreased 29% from 1985 levels reflecting a reduction of service to that market.

The decrease in 1985 scheduled service revenues from 1984 was primarily the result of a weakened 
transpacific market where revenues were down 17% ($109.2 million). This decrease in transpacific revenues 
was principally in U.S. bound traffic from Taiwan, Republic of Korea and Japan and was primarily 
attributable to the apparel and electronics markets. Both of these markets experienced significant inventory 
accumulation in the fourth quarter of 1984. The decline in the transpacific market was partially offset by 
improvements in the transatlantic and Latin American markets. In 1985 the transatlantic market had a 7% 
($7 million) increase in revenues associated with a 10% increase in revenue ton miles. Latin American 
revenues in 1985 increased 55% ($22.6 million) on a 39% increase in revenue ton miles. Domestic revenue 
ton miles declined 5% in 1985. However, as a result of increased volumes in the door-to-door market and 
improved yields in the airport-to-airport market, domestic revenues in 1985 did not decline significantly 
from 1984 levels.
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increase in revenues was the result of continued growth in the door-to-door market where average domestic 
yields increased significantly.

To increase Flying Tigers efficiency and reliability, plans were initiated in 1984 to relocate Flying 
Tigers' United States hub operations from Chicago to Rickenbacker Air National Guard Base in Columbus, 
Ohio. The new hub, which began operations on March 3, 1986, incorporates specific design features to 
facilitate aircraft and freight handling as well as integrated truck hub operations.

MAC revenues were $113.5 million in 1986 compared to $105.7 million in 1985 and $104.4 million in 
1984. The increase in 1986 is due to Flying Tigers operating one extra passenger aircraft for MAC during 
1986. This increase in MAC passenger flying was offset, in part, by a 19% reduction in MAC revenue cargo 
ton miles. Commercial cargo charter revenues were $46.7 million in 1986 compared to $56.1 million in 1985 
and $42.6 in 1984. The decrease in 1986 was the result of fewer charters from the United States and Europe 
to the transpacific market. The increase in 1985 commercial cargo charter revenues is partly the result of 
increased availability of aircraft resulting from excess capacity on the scheduled service routes, especially in 
the transpacific area. 1984 commercial cargo charter revenues declined 33% in 1984 from 1983 levels.

Total operating expenses in 1986 decreased $79.3 million (7%) compared to 1985. This decline is due in 
large part to a significant reduction in the cost of fuel. During 1986 fuel and oil costs decreased $81.1 
million (31%) compared to 1985, primarily due to reductions in the cost per gallon of fuel. Other flying 
operations expenses decreased $19 million (10%) as a result of a $28.4 million savings from reduced 
contract flying provided by other carriers due to reductions in freight volumes and the expiration of such 
contracts. These savings were partially offset by a $5.2 million increase in crew costs resulting from contract 
rate increases and by a $2.1 million increase in aircraft insurance costs. Ground operations costs increased 
$15.4 million (5%) due to a $6.1 million increase in union labor costs and a $7.8 million increase in the costs 
of landing and handling of aircraft. These increases were offset in part, by reductions in freight forwarding. 
Maintenance costs increased $14.1 million (12%) due to increased overhaul costs. Sales, advertising and 
publicity expenses declined $14.9 million (14%) as a result of reduced commissions paid to agents and 
forwarders and a reduction in labor costs.

Operating expenses during 1985 increased 2% or $21.4 million over 1984. Total fuel and oil costs 
decreased $19.6 million (7%) due to a decrease in the average price per gallon of fuel by 4 cents from 1984 
combined with a 3% decrease in fuel consumption. Other flying operations expenses increased $18.0 million 
(11%) due to increased purchased transportation and increased rental of Boeing 727 aircraft used to replace 
the DC-8 aircraft which were eliminated from the fleet. The Boeing 727 aircraft are being leased under 
operating leases, while the DC-8 aircraft were either owned or leased under capital leases. The increase in 
aircraft rentals was partially offset by a $7.4 million (12%) decrease in depreciation expense related to the 
DC-8 aircraft. Ground operations expenses increased $15.0 million (5%) as a result of expansion of trucking 
and freight forwarding services used to replace DC-8 aircraft. Maintenance expenses increased $19.7 
million (20%) primarily as a result of increased engine overhaul costs and increased flying of B-747 aircraft.

In 1984 operating expenses increased 6% or $58.4 million over 1983. However, as a percentage of 
revenues, operating expenses in 1984 were 91% compared to 98% in 1983. Total fuel and oil costs increased 
$5.9 million (2%) due to an 8% increase in total miles flown in 1984 partially offset by a decrease in the 
average price per gallon of fuel by 5 cents from 1983. Other flying operations increased $25.1 million (18%) 
due to increased crew costs which were necessary to support the additional flying and rental of Boeing 727 
aircraft used to replace DC-8 aircraft. Ground operations increased $28.7 million (11%) due to expansion of 
operations associated with the door-to-door delivery service and increased international volumes. Mainte­
nance expenses increased due to increased flying of B-747 aircraft primarily in the transpacific market.

Trucking — Warren

Warren operates as a specialized truckload hauler of heavy machinery and other specialized equipment 
for both the farm and construction industries. During 1982, Warren also expanded its operations into 
hauling truckload shipments of general commodities, in particular glass, and glass products, rubber 
products, building materials and paper and paper products. Warren’s operating ratio was 95.7% in 1986
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compared to 93.9% in 1985 and 94.1% in 1984. Warren handled 402 million ton miles in 1986, 407 million 
ton miles in 1985 and 432 million ton miles in 1984. Revenue per ton was S79.51 in 1986 compared to 
$79.76 in 1985 and $76.24 in 1984. Warren’s revenues for 1986 were $36.6 million compared to $38.0 
million in 1985 and $38.6 million in 1984. Pretax income was $2.1 million in 1986 compared to $3.2 million 
in 1985 and $3.3 million in 1984. Warren has been able to maintain its profitability level as a result of 
controlling its variable expenses in relationship to its lower revenues. However, the decrease in 1986 pretax 
results is due to reduced revenues caused by the continued decline in U.S. farm machinery sales and 
significant increases in insurance costs.

Discontinued Operations

Trucking — Hall’s
Effective as of December 31, 1984, Tiger accounted for this business as a discontinued operation. See 

“Note 1 — Discontinued Operations — Hall’s Motor Transit Company” of “Notes to Consolidated 
Financial Statements.”

Impact of Inflation
Inflation has not had a significant effect on the results of operations of Tiger in recent years. However, 

based upon the current appraisal values of B-747 aircraft, if it were necessary for Tiger to replace its fleet, 
depreciation expense would be higher.

Rai I car Services
Effective December 31, 1983, Tiger accounted for this business as a discontinued operation. On 

December 5, 1984, North American filed a voluntary petition under Chapter 11 of the Bankruptcy Code. 
See “Note 1 — Discontinued Operations — North American” of “Notes to Consolidated Financial 
Statements.”
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Los Angeles, California
March 26, 1987

The Board of Directors and Stockholders 
Tiger International, Inc.

We have examined the accompanying consolidated balance sheet of Tiger International, Inc. and 
subsidiaries at December 31, 1986 and the related consolidated statements of operations, stockholders’ 
equity and changes in financial position for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards and, accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circumstances. The consolidated 
financial statements of Tiger International, Inc. and subsidiaries for the years ended December 31, 1985 and 
1984 were examined by other auditors whose report dated March 26, 1986 expressed an unqualified opinion 
on those statements.

In our opinion, the 1986 statements mentioned above present fairly the consolidated financial position 
of Tiger International, Inc. and subsidiaries at December 31, 1986 and the consolidated results of operations 
and changes in financial position for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year.
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We have examined the consolidated balance sheets of Tiger International, Inc. (a Delaware corpora­
tion) and subsidiaries (collectively “Tiger”) as of December 31, 1985, and the related consolidated 
statements of operations, stockholders’ equity and changes in financial position for each of the two years in 
the period ended December 31, 1985. Our examinations were made in accordance with generally accepted 
auditing standards and, accordingly, included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial position of Tiger as 
of December 31, 1985, and the results of its operations and the changes in its financial position for each of 
the two years in the period ended December 31, 1985, in conformity with generally accepted accounting 
principles applied on a consistent basis.

To the Board of Directors and Stockholders of 
Tiger International, Inc.:

Los Angeles, California, 
March 26, 1986.
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Foreign Currency Transactions
Monetary assets and liabilities of foreign operations have been translated at exchange rates as of the 

balance sheet dates. Property and equipment are translated at the prevailing exchange rates on the dates of 
acquisition. Revenues and expenses are translated at the monthly rates prevailing during the year. 
Depreciation and amortization are translated at the historical rates effective on the dates of acquisition of 
the underlying assets. Transaction gains and losses are recorded in income as incurred.

Prior to 1985, Tiger deferred gains and losses resulting from the effects of changes in exchange rates on 
certain long-term debt obligations payable in Japanese yen, because the obligations were entered into as a 
hedge of yen-denominated revenues. As of December 31, 1984, gains of $6,506,000 were deferred.

As a result of the net decline in the yen-to-U.S. dollar exchange rate between January 1, 1983 and 
December 31, 1985, the dollar cash flows expected, at the latter date, to repay fully the unpaid balances of 
such long-term yen-denominated obligations increased by $14,111,000 over the dollar cash flows expected 
with regard to such obligations as of January 1, 1983, (the $20,617,000 sum of such $14,111,000 and the 
foregoing $6,506,000 of deferred gain as of December 31, 1984, constitutes the change in such expected 
cash flows that occurred during 1985). In view of the magnitude of the foregoing increase and developments 
in 1985 pertaining to the competitive environment in which the foregoing yen-denominated revenues are 
generated, Tiger ceased accounting for such obligations as a hedge against such revenues. In 1986, the yen- 
to-U.S. dollar exchange rate continued to decline such that the dollar cash flows required to repay the yen- 
denominated obligations as of December 31, 1986, increased an additional $27,491,000 (of which 
$24,237,000 is related to the long-term portion) compared to December 31, 1985. Accordingly, for the years 
ended December 31, 1986 and 1985, Tiger recorded foreign exchange losses of $27,491,000 and 
$14,111,000, respectively, relating to such obligations. Such losses have been included in the caption 
“Foreign exchange losses, net” in the Consolidated Statements of Operations.

Beginning in January 1987, certain of Flying Tigers’ Japanese customers entered into firm yen- 
denominated commitments to purchase a minimum level of cargo services from Flying Tigers over the next 
five years. Such yen-denominated revenue commitments are part of a hedging transaction involving the yen- 
denominated debt which correspondingly has a remaining life of five years. As a result, gains and losses on 
the yen-denominated debt resulting from the fluctuation of the yen-to-dollar exchange rates will be deferred 
and amortized as an adjustment to revenues over the remaining life of the debt rather than being recognized 
entirely in the current period.

Inventories

Inventories consist of fuel and maintenance and assembly parts for aircraft and trucks and are carried 
at the lower of average cost or market.

TIGER INTERNATIONAL, INC. AND SUBSIDIARIES
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of Tiger International, Inc. (“Tiger Interna­
tional”) and its subsidiaries (collectively “Tiger”). All significant intercompany accounts and transactions 
have been eliminated.

On January 7, 1985, Tiger International sold 75% of its equity interest in Hall’s Motor Transit 
Company (“Hall’s”) and accounted for this operation as a discontinued operation effective December 31, 
1984. As of December 13, 1985, Tiger International transferred its remaining 25% equity interest in Hall’s 
to the majority shareholder of Hall’s. The railcar services segment (“North American”) and other leasing 
businesses were accounted for as discontinued operations at December 31, 1983. Accordingly, the results of 
operations of these businesses have been segregated in the Consolidated Statements of Operations. In 
addition, footnote information for 1986 does not include the accounts of these businesses except as 
specifically indicated. The balance sheets at December 31, 1986 and 1985 do not include the accounts of the 
discontinued businesses.
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Property and Equipment
Expenditures for additions and major improvements, replacements or renewals are capitalized. Assets 

retired or otherwise disposed of are eliminated from the accounts along with the related accumulated 
depreciation, and gains and losses are included in income. Maintenance expense includes provisions for 
aircraft airframe and aircraft engine overhauls accrued by a charge to expense on the basis of hours flown; 
the actual overhaul cost is charged to the related reserve when incurred. Expenditures for repairs and minor 
renewals are charged to expense as incurred. The capitalized cost of aircraft and other related equipment 
includes interest incurred prior to the time such assets are placed in service.

Tiger has included as assets the costs of certain leased property and equipment which, by the the terms 
of the agreements, meet the definition of capital leases; the present value of related lease obligations is 
recorded as a liability.

Depreciation of property and equipment, including assets under capital lease, is provided primarily on a 
straight-line basis over the estimated useful lives of the various assets as follows: airframes and engines — 5 
to 20 years (0% to 15% salvage value); trucks — 5 to 8 years; other — 2 to 30 years.

Intangibles
Intangibles consist of cost in excess of fair value of net assets of acquired businesses and are amortized 

on a straight-line basis over their estimated useful lives of 40 years.

Income Taxes and Tax Benefits
Provision is made for deferred income taxes attributable to timing differences which result when 

revenues and expenses are reported for tax purposes in periods different from their recognition for financial 
reporting purposes.

Investment tax credits are accounted for as a reduction of the provisions for income taxes in the year in 
which the credits arise or to the extent they are utilizable without exceeding the deduction limits. In 
addition, investment tax credit carryforwards are recognized as a reduction of the provisions for federal 
income taxes to the extent such credits are expected to be utilized against net deferred federal income taxes 
which reverse during the carryforward period.

Investment tax credits that have been applied to reduce income tax provisions, but which Tiger elects to 
permit to expire by reason of the deduction of accelerated depreciation and other allowable tax deductions, 
are amortized over the remaining lives of the property and equipment to which the tax deductions relate.

Earnings Per Share

Earnings per share are based on the weighted average number of shares of Tiger International 
Common Stock (“Common Stock”) outstanding during each period increased by the effect of dilutive stock 
options and warrants to purchase Common Stock.

Fully diluted earnings per share are based on the weighted average number of shares of Common Stock 
outstanding during each period computed as described above and assuming the conversion, where dilutive, 
of convertible debt into Common Stock at the beginning of the period or at issuance date. Interest expense 
on the convertible debt, net of income taxes, is added back to net income for purposes of the calculation. 
Fully diluted earnings per share amounts are not presented for the years ended December 31, 1986, 1985 
and 1984. In 1986 and 1985 they are anti-dilutive and in 1984 they are not materially dilutive.



1985 1984

$1,110,948 $1,147,045 $1,209,890

(45,063) (57,187)

Net Loss $ (45,063)

(L45) $ $$

$ $$
Shares used in computation of income (loss) per share 

See accompanying summary of significant accounting policies and notes to consolidated financial statements.
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Income from operations
Other income (expense):

Gain on sale of equipment and facilities 
Interest expense
Interest capitalized
Foreign exchange losses, net
Other

Income (loss) from continuing operations before income taxes...
Income tax provision  
Income (Loss) From Continuing Operations

Discontinued operations:
Loss from operations of discontinued businesses, less 

applicable tax benefit of $-0-, $-0- and $(4,900)
Provision for loss on disposal of discontinued operations  

Revenues:
Operating revenues

Costs and Expenses:
Costs of operations
Selling, general and administrative 
Depreciation and amortization

Income (loss) per share
— Continuing operations...
— Discontinued operations  

Loss Per Share........................

TIGER INTERNATIONAL, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF OPERATIONS 
(In thousands, except per share data)

2,357 
(83,480) 

26 
(27,256)

(603) 
(108,956) 
(45,063)

(15,500)
(15,500)

$ (72,687)

(14,878)
(118,267)
(133,145)

$ (88,940)

(1-45)
31,095

(2.11)
(■58)

(2.69) 
27,053

2.05
(6.18)
(4.13)

21,518

12,662 
(85,710) 

88 
(14,292) 
8,180 

(79,072) 
(57,187)

836,664
151,133
59,258

1,047,055
63,893

907,756
158,980
58,424

1,125,160
21,885

875,525
160,762
65,880

1,102,167
107,723

16,591 
(78,847) 

986
(7,412) 
10,064

(58,618)
49,105 
4,900

44,205

For the Years Ended December 31 
1986
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TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

$ 50,115$ 36,396

Less accumulated depreciation and amortization 

Total Assets 
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Other Assets:
Investments, other receivables and deferred charges
Cost in excess of fair value of acquired businesses, net 

Current Assets:
Cash, including certificates of deposit
Short-term interest bearing investments at cost, which approximates market 

value
Receivables, net  
Inventories  
Prepaid expenses and other  

Total Current Assets

13,702
53,247
66,949

$883,457

822,218
51,869
77,919

797
952,803

452,435
500,368

117,105
138,256
15,959
8,424

316,140

15,180
55,291
70,471

$956,1 18

820,065
50,163
75,598
2,558

948,384

90,523
156,371
14,504
11,372

322,885

385,622
562,762

December 31
1986 198S

(In thousands)

Property and Equipment:
Equipment used in operations
Buildings and leasehold improvements 
Terminal facilities and other
Equipment acquisitions in process



TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

2,1661,972

See accompanying summary of significant accounting policies and notes to consolidated financial statements.
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Deferred Credits:
Overhaul liability — leased flight equipment 
Other.......................................................................

Less treasury stock, at cost (279,031 and 255,306 shares) 
Total Stockholders’ Equity

Total Liabilities and Stockholders’ Equity

$ 59,150
159,720
218,870

269,785
118,921
26,627

236,885
652,218

17,000
36,557
53,557

30,772 
314,082 
(346,253)

(1,399) 
3,063
(4,462) 

S956.118

$ 58,462 
172,13!
230,593

294,910
107,245
25,628

246,850
674,633

17,220
35,968
53,188

31,774
319,596 
(391,316) 
(39,946)

3,214
(43,160) 

S883.457

December 31____
1986 1985

(In thousands)

Commitments and Contingencies
Minority Stockholders’ Equity

Stockholders’ Equity:
Common stock, $1 par value

Authorized — 50,000,000 shares;
outstanding — 31,773,868 and 30,772,387 shares

Additional paid-in capital
Accumulated deficit

Current Liabilities:
Current portion of long-term obligations 
Accounts payable and accrued liabilities.

Total Current Liabilities

Long-term Obligations:
Notes payable and equipment obligations 
Note payable to North American.............
Subordinated debt..........................................
Capital lease obligations



TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

Total

$(2,344)$20,508 $250,998

59,90451,8548,050

(I51)(l) 6,360969 5,542

$(391,316)

See accompanying summary of significant accounting policies and notes to consolidated financial statements.
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Balance at December 31, 1983
Net loss
Issuance of Common Stock in lieu 

of cash interest payments  
Balance at December 31, 1984

Net loss
Issuance of Common Stock upon 

conversion of Depositary 
Convertible Preferred Stock

Issuance of Common Stock in lieu 
of cash interest payments

Issuance of Common Stock upon 
conversion of debentures by an 
affiliate

Balance at December 31, 1985
Net loss
Issuance of Common Stock in lieu 

of cash interest payments
Balance at December 31, 1986

SI Par 
Common 

Stock

Additional 
Paid-in 
Capital

(273,566)
(72,687)

(346,253)
(45,063)

$ 84,536
(88,940)

(4,462)
(45,063)

Treasury 
Stock

(151)(1)
$(3,214)

(151)(1)
(2,495)

(417)(2) 
(3,063)

1,002 
$31,774

42
30,772

375
314,082

6,365
$ (43,160)

6,365
1,961

(72,687)

1,203
21,711

5,514
$319,596

5,313
256,311

Accumulated 
Deficit

(In thousands)
$(184,626)

(88,940)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 
For the three years ended December 31, 1986

(1) Represents Common Stock issued to Flying Tigers for interest on the New 11 Vi% Debentures.
(2) Represents Common Stock issued to Flying Tigers on the conversion of 5% Convertible Subordinated 

Debentures.



1986 1984

(45,063) S (57,187) $ 44,205$
59,258 58,424

(15,500) (133,145)

15,500

6,365

79,381 205,876

$

$

$

See accompanying summary of significant accounting policies and notes to consolidated financial statements.
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69,307
925

2,395
389

96,911
66,264

17,331
2,092

23,278

65,880
4,900

(16,591)
4,508

9,124 
(20,006) 

(144,027) 
(38,864) 
43,983 
69,652
9,703

66,350
(11,900)
(2,525)
(894)

(33,484)
(132,151) 

(402) 
(10,815)

(2,357) 
13,865 
11,676 
24,237
7,691

69,307

10,012
61,495
2,896

74,403
4,978

(12,662)
(1,143)
10,334
14,111
5,454

17,331

27,288
58,381
10,323
95,992

22,516 
(19,825) 
(7,497) 
2,836

91,713
132,151 

9,867 
(22,664) 
119,354

2,261
105,163

6,365
3,649

94,488

TIGER INTERNATIONAL, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

688
(12,411)
(11,723) (143,368)

4,978 S 109,884 S (27,641)

Source of Funds:
Continuing operations

Income (loss) from continuing operations
Items not involving working capital—

Depreciation and amortization
Deferred income taxes
Gain on sale of equipment used in operations
Overhaul reserves, net
Deferred interest payable to North American  
Foreign exchange loss on long-term portion of yen-denominated debt... 
Other

Working capital provided by continuing operations
Discontinued operations

Loss from discontinued operations
Items not involving working capital—

Depreciation and amortization
Other  

Working capital used by discontinued operations  
Total working capital provided (used) by operations
Retirement of property and equipment
Proceeds from sale of aircraft, engines, aircraft parts and facilities
Proceeds from debt financing
Refinancing of note payable to North American
Issuance of common stock and warrants
Working capital of discontinued businesses  

Total Source of Funds
Application of Funds:

Additions to long-term receivables
Additions to property and equipment
Reductions of long-term obligations
Other

Total Application of Funds
Increase (Decrease) in Working Capital
Changes in Components of Working Capital:

Cash, including certificates of deposit
Short-term interest bearing investments
Receivables, net
Inventories
Prepaid expenses and other

Increase (Decrease) in Current Assets
Note payable to North American
Current portion of long-term obligations
Accounts payable and accrued liabilities

Increase (Decrease) in Current Liabilities
Increase (Decrease) in Working Capital............................................................

(13,719) S (84,515) S 93,683
26,582
(18,115)

1,455
(2,948)
(6,745)

10,500
48,614
79,730
(16,715)
122,129

S 109,884 S (27,641)

For the Years Ended December 31 
1985 

(In thousands)



I

$(15,500)

(15,500)
Income tax benefit 

$(15,500)
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TIGER INTERNATIONAL, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Discontinued Operations

Hall’s
North American 
Tiger Leasing ....

Hall's Motor Transit
Until January 7, 1985, Hall’s was a wholly owned subsidiary of Tiger International. On January 7, 

1985, Hall's completed a financial restructuring pursuant to which (i) Hall’s obtained a new $5 million 
credit facility, and (ii) Tiger International sold 75% of its equity interest in Hall’s to Hall’s Acquisition 
Corp., a corporation owned by certain members of Hall’s existing management group. In connection with 
such financial restructuring, Hall’s agreed to reaffirm its existing $10.5 million obligation to Tiger 
International (the “Hall’s Note”), secured by a lien on Hall’s assets subordinate to that of the lenders 
providing credit facilities to Hall’s. Tiger realized a loss, effective December 31, 1984, of $10.6 million on 
the sale of its stock in Hall’s, and accounted for Hall’s as a discontinued operation in its 1984 financial 
statements. In addition, Tiger International’s remaining 25% minority equity interest in Hall’s was written 
off effective December 31, 1984.

From and after January 7, 1985, Tiger International did not participate in the management of Hall’s. 
On December 13, 1985, after negotiations concerning a proposed additional refinancing of Hall’s, Tiger 
International transferred its remaining 25% minority stock interest in Hall’s to Hall’s Acquisition Corp. In 
addition, Tiger International agreed that if Hall’s could obtain $5 million in additional debt financing by 
March 1, 1986, and such financing would effectuate a turnaround of Hall’s results of operations, the Hall’s 
Note held by Tiger International would be restructured as part of the proposed refinancing, and the lien 
securing the repayment of the Hall’s Note would be released to the extent necessary for Hall’s to procure 
such additional debt financing. As a result of this agreement, at December 31, 1985, Tiger International 
wrote off the Hall’s Note as a $10.5 million charge to discontinued operations. Also effective December 31, 
1985, Tiger recorded a $5 million reserve relating to guarantees of Hall’s workers’ compensation obligations.

As of March 1, 1986, Hall’s had not accomplished arrangements for additional refinancing, and Tiger 
International had agreed to an extension of the deadline for such refinancing to March 15, 1986. However, 
on March 10, 1986, Hall’s filed a voluntary petition for reorganization under Chapter 11 of the Bankruptcy 
Code in the United States Bankruptcy Court for the Middle District of Pennsylvania. In connection with 
such filing, Hall’s may have withdrawn from some or all of its multiemployer pension plans covered by the 
Multiemployer Pension Plan Amendments Act of 1980 (“MEPPAA”).

Under MEPPAA, withdrawal liability may be imposed on an employer that withdraws from a 
multiemployer pension plan, and such withdrawing employer’s MEPPAA withdrawal liability may be 
asserted jointly and severally against any corporation that is a member of the controlled group of 
corporations that includes the withdrawing employer corporation. Until January 7, 1985, Tiger Internation­
al, Flying Tigers, Warren’s Transport, Inc. and all other subsidiaries of Tiger International (except for

Summary
Income (losses), by segment, from discontinued operations are summarized as follows:

For the Years Ended 
________December 31  
1985__________1984

(In thousands)
$ (20,578) 

(141,951) 
 24,484

(138,045) 
 (4,900)

$(133,145)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Withdrawal liability may not generally be assessed against entities that have ceased to be members of a 
controlled group of corporations at the time of a withdrawal. A sale to an unrelated party of 75% of the 
equity interest in a subsidiary corporation will generally terminate the controlled group relationship between 
the corporations so long as the sale is a bona fide transaction that does not have, as a principal purpose, the 
evasion or avoidance of MEPPAA withdrawal liability. Accordingly, the sale of Tiger International’s 75% 
equity interest in Hall’s to Hall’s Acquisition Corp, on January 7, 1985, should cause the Tiger Inter­
national Companies to cease to be members of the Hall’s controlled group as of January 7, 1985, so long as 
Tiger International’s sale of its 75% equity interest in Hall’s was a bona fide sale and a principal purpose of 
such sale was not the evasion or avoidance of MEPPAA withdrawal liability.

Hall’s, the “Tiger International Companies”) were members of the controlled group of corporations that 
included Hall’s. As of that date, no MEPPAA withdrawal by Hall’s had occurred. At December 29, 1984, 
Hall’s audited financial statements disclosed a contingent MEPPAA withdrawal liability of approximately 
$40 million. Because Tiger International has not been involved in the management of Hall’s since January 7, 
1985, Tiger International does not have any current information concerning the amount of Hall’s MEPPAA 
withdrawal liability but estimates that various multiemployer plans have filed approximately $36 million in 
MEPPAA withdrawal claims in the Hall’s bankruptcy.

Many of the multiemployer plans with claims against Hall’s have asserted that the Tiger International 
Companies are liable for these claims. Tiger International and Flying Tigers intend to resist aggressively 
imposition of MEPPAA withdrawal liability against the Tiger International Companies and to interpose all 
appropriate defenses to the imposition of such liability. In order to resolve the question of the potential 
MEPPAA liability of the Tiger International Companies, on July 3, 1986, the Tiger International 
Companies filed a class action in the Federal District Court of Delaware naming all of the multiemployer 
plans of Hall’s as defendants. The Tiger International Companies are seeking a declaratory judgment that 
the Tiger International Companies are not liable for the MEPPAA withdrawal liability of Hall’s.

If, however, Tiger International were held to have MEPPAA withdrawal liability for Hall’s withdraw­
al, Flying Tigers would have joint and several liability with Tiger International. Under MEPPAA, if 
damages are assessed, they may include the withdrawal liability and interest thereon, attorneys’ fees and 
costs and penalties. The management of Tiger International believes that, absent any default in the payment 
of a MEPPAA judgment, any MEPPAA judgment could be paid with interest, by monthly payments to the 
multiemployer plans and that the amount of such monthly payments would be approximately $1 million per 
month, but such payments would be refunded if the Tiger International Companies eventually prevail in 
establishing that they have no MEPPAA withdrawal liability. In addition, it is not known yet whether the 
Tiger International Companies could be required to make interim withdrawal liability payments pending 
final resolution of the withdrawal liability (if any) of the Tiger International Companies.

The outcome of the action filed by the Tiger International Companies will be dependent upon certain 
legal and factual determinations to be made in the course of the litigation. No assurance can be given that 
the MEPPAA withdrawal liability of Hall’s will not be imposed on some or all of the Tiger International 
Companies, including Flying Tigers. However, the management of Tiger International believes that its sale 
of 75% of Hall’s stock, which was undertaken in connection with the overall financial restructuring of Hall’s 
that was completed on January 7, 1985, constituted a bona fide sale undertaken for legitimate business 
purposes and that the evasion or avoidance of MEPPAA liability was not a principal purpose of such sale. 
Accordingly, it is the opinion of the management of Tiger International that the Tiger International 
Companies should prevail in any litigation asserting that the Tiger International Companies, including 
Flying Tigers, should be jointly and severally liable with Hall’s for the MEPPAA withdrawal liability of 
Hall’s.
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TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

North American
In December 1983, a transaction (the “GECC Management Transaction”) was completed under which 

General Electric Credit Corporation (“GECC”) took over the management and operation of the railcar 
leasing and repair business of North American Car Corporation (“North American”), the largest subsidiary 
of Tiger Leasing Group Inc. (“Tiger Leasing Group”). In addition, GECC was given an option to purchase 
the remainder of North American’s railcar fleet. As a result of a decision to liquidate the North American 
railcar fleet, through the option given to GECC or otherwise, and the North American Restructuring 
Agreement finalized in 1983, Tiger accounted for these activities as a discontinued operation effective 
December 31, 1983.

In connection with the 1983 restructuring of North American’s indebtedness, North American entered 
into the Amended and Restated Master Credit Terms Agreement among North American, certain bank 
lenders to North American (the “North American Bank Lenders”) and a certain bank as collateral agent 
for the North American Bank Lenders (the “Collateral Agent”), dated December 6, 1983 (the “North 
American Restructuring Agreement”). In connection with the North American Restructuring Agreement, 
Tiger International issued a promissory note to North American in the principal amount of $132 million, 
representing advances previously made by North American to Tiger International. The promissory note was 
held by the North American Bank Lenders as security for the repayment of North American’s debt. At 
December 31, 1983, Tiger International considered this obligation to be a contingent liability because 
management believed that sufficient cash would be provided from the North American railcar fleet 
liquidation to repay North American’s outstanding indebtedness. Effective September 30, 1984, due to an 
alleged default under North American’s Restructuring Agreement, Tiger recorded the $132 million 
obligation plus $9.8 million of accrued interest as a liability and established a $132 million investment in 
North American. The interest was charged to operations as a loss from discontinued operations. On 
December 5, 1984, North American filed a voluntary petition for reorganization under Chapter 11 of Title 
11 of the United States Code in the United States Bankruptcy Court (“Bankruptcy Court”). As a result, the 
$132 million note, which had a maturity date of January 1991 and an interest rate of 7%, became 
immediately due and payable and another promissory note, payable to North American, in the principal 
amount of $900,000 (for advances made to Tiger International during 1984) also became due and payable 
(the two promissory notes are hereinafter referred to as the “Tiger International Notes”). At December 31, 
1984, Tiger International’s obligations to North American under the Tiger International Notes totaled

Revenues
Costs and expenses
Loss before income taxes 

For the Year 
Ended 

December 31 
1984 

(In thousands) 
$191,255 

201,233 
$ (9,978)

If the Tiger International Companies were determined to be liable for the MEPPAA withdrawal 
liability of Hall’s, Flying Tigers may be deemed to be in default under the Flying Tigers Restructuring 
Agreements, which provide that a MEPPAA withdrawal liability in excess of $5 million of any Flying 
Tigers “ERISA Affiliate” (as defined in the Flying Tigers Restructuring Agreements) constitutes an event 
of default under such agreements. Such a default under the Flying Tigers Restructuring Agreements may 
cause acceleration of the entire principal and interest of the debt obligations covered by the Flying Tigers 
Restructuring Agreements.

The results of operations for Hall’s, included under the caption “Discontinued Operations” in the 
Consolidated Statement of Operations for 1984, are as follows:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

approximately $145.2 million, of which approximately $12.1 million represented interest. At December 31, 
1984, Tiger International wrote off its $132 million investment in North American.

On March 1, 1985, Tiger International completed an offering of convertible preferred stock of Tiger 
International to certain underwriters, who in turn sold 8,050,000 shares of Depositary Convertible Preferred 
Stock (“Depositary Stock”) to the public at $8.25 per share. This offering was part of a proposed settlement 
of Tiger International’s $145.2 million obligation to North American under the Tiger International Notes.

In May 1985 the Bankruptcy Court approved the settlement of the Tiger International Notes, and all 
outstanding shares of Depositary Stock were converted into shares of Tiger International Common Stock. 
Approximately $49.9 million from the sale of the Depositary Stock was paid in cash to North American (the 
“Tiger Note Cash Proceeds”) to pay accrued interest and to reduce the principal balances on the Tiger 
International Notes.

The amount due under the tax allocation agreement (the “Tax Benefit Account”), accumulated over 
the years for which North American has been included in such consolidated tax returns. The amount 
recorded in the Tax Benefit Account was $79.9 million at December 31, 1985.

In 1986 North American sold its railcar fleet and other assets to GECC for approximately $420 
million. It is estimated that the sale will result in a taxable gain of approximately $215 million for federal 
income tax purposes. A substantial portion of this gain will be offset against Tiger's consolidated net 
operating losses (“NOL”) exclusive of those of North American. The tax effect of this utilization by North 
American of its affiliates’ NOL will be applied by Tiger International against the $79.9 million amount 
referred to above.

Under the terms of the settlement, Tiger International then issued a new promissory note payable to 
North American for the remaining principal balance of $96.9 million, bearing interest at 2% over the prime 
rate (the “New Tiger International Note”). The New Tiger International Note is secured by a pledge by 
Tiger International (the “Stock Pledge”) of 47% of the common stock of Flying Tigers (the “Pledged 
Shares”). Tiger International is not required to make any interest or principal payments until June 30, 1988. 
Unpaid interest is to be capitalized, and 50% of such interest and 50% of the outstanding principal balance is 
due and payable on June 30, 1988. Thereafter, current interest accrued is payable quarterly with the 
remaining capitalized interest and principal balance outstanding being due and payable on June 30, 1989. 
However, Tiger International will be required to make prepayments of principal and interest upon the 
occurrence of certain events (see “Note 4 — Long-Term Debt”). If prepayments of principal are made prior 
to June 30, 1987, then a like amount that would otherwise be due and payable on June 30, 1989, shall be 
extended to become due and payable on June 30, 1990. At December 31, 1986, the amount payable under 
the New Tiger International Note, including accrued and capitalized interest, was $118.9 million.

At December 31, 1985, North American’s assets consisted of operating assets, principally its railcar 
fleet, the Tiger Note Cash Proceeds and the New Tiger International Note. In addition, at December 31, 
1985, North American’s financial statements included an amount due from Tiger International under a tax 
allocation agreement that set forth the basis for the sharing of tax benefits and provisions, and for the 
settling of intercompany balances, in connection with the filing of Tiger’s consolidated federal income tax 
returns.

Pursuant to a settlement agreement between Tiger International and North American regarding their 
respective claims under the tax allocation agreement, approved by the Bankruptcy Court on March 31, 
1986, Tiger International (and certain of its subsidiaries) and North American (and its subsidiaries) 
exchanged mutual releases of all claims which each might have against the other under the tax allocation 
agreement or the Tax Benefit Account. No cash payments were required by either party. Tiger International 
agreed that it would take no action that would prevent North American from utilizing the net operating
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losses of other members of the affiliated group to shelter the taxable income created by the disposition of 
North American’s assets.

In 1986, as part of an overall settlement of all claims which the North American Bank Lenders asserted 
against North American, North American transferred the Tiger Note Cash Proceeds, the New Tiger 
International Note, and the security represented by the Stock Pledge and the Pledged Shares to the 
Collateral Agent in partial satisfaction of North American’s obligations under the North American 
Restructuring Agreement.

See “Note 7 — Contingencies and Legal Actions” for other possible claims resulting from the 
bankruptcy of North American.

Other Leasing Operations
Tiger’s other leasing operations were also discontinued at December 31, 1983.
In December 1984, reserves of approximately $24.5 million previously established for these operations 

were reversed and offset the other 1984 losses from discontinued operations noted above, because these 
reserves were no longer considered by Tiger International to be required.

At December 31, 1985, Tiger Air, Inc. (“Tiger Air”), an indirect subsidiary of Tiger Leasing Group also 
carried a tax benefit account aggregating approximately $15.2 million arising from allocation of consolidat­
ed federal income taxes. In December 1986, TigerAir sold a DC-10-30 aircraft. The tax gain resulting from 
this sale will, for the most part, be offset against Tiger NOL exclusive of those of TigerAir. The tax effect of 
this utilization by TigerAir of its affiliates’ NOL will be applied by Tiger International against the $15.2 
million amount referred to above. Tiger International and TigerAir executed a settlement agreement 
regarding their mutual claims under the tax allocation agreement similar to that between Tiger Internation­
al and North American discussed above.

The other leasing operations also carry tax benefits accounts of approximately $16 million. The 
accounts accumulated over the years for which the other leasing companies were included in the consolidat­
ed federal income tax returns. The accounts include net operating losses, investment tax credits and foreign 
tax credits that have been, or were expected to be, utilized to reduce taxes otherwise payable in respect of 
income of members, other than the other leasing companies, of the Tiger consolidated tax reporting group. 
Such accounts could result in claims for cash payment of all or a significant portion of such accounts. 
However, unlike North American and TigerAir, the other leasing operations are not likely to generate 
enough taxable income as a result of the disposition of their assets to effect a settlement of their accounts 
through the use of net operating losses of other members of the affiliated group to shelter their income. 
Though it is not possible to give any assurance as to the ultimate outcome of any such claims, Tiger’s 
position is that no payment by it should be required to settle such accounts.

Note 2 — Acquisitions and Dispositions

During 1984, Flying Tigers sold 10 DC-8-63F aircraft and the associated re-engining positions for 
proceeds of $69,652,000 resulting in a pretax gain of $16,400,000.

In 1985, Flying Tigers sold two DC-8-61 aircraft, aircraft engines and parts for approximately 
$14,800,000 and recognized pretax gains of approximately $7,700,000. In addition, during 1985, Flying 
Tigers sold leasehold facilities for approximately $8,500,000 resulting in a pretax gain of approximately 
$4,800,000.

In January 1987, Flying Tigers entered into an operating lease for six DC-8-63 aircraft which are 
scheduled for delivery from January through March 1987. The leases contain purchase options, exercisable 
in 1987, at specific prices at the end of the second through fifth years of the lease.
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Europe, Latin America, the Middle East and

Segment data Revenues

$ $

$1,110,948 $

$

1,147,045

$1,147,045 $ 85,622 $ 956,118 $ 27,288 $ 58,424

$1,026,728

1986 1984

$

Total Air Cargo Revenues 
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$1,074,336
36,612

Pretax 
Results 
Before 
Interest 
Expense

Depreciation 
and 

Amortization 
Expense

Interest 
Expense 

Net

1984
Air Cargo
Trucking
Other..............................
Continuing Operations....
Discontinued Operations.

1986
Air Cargo
Trucking
Other..............................  
Continuing Operations....

1985
Air Cargo
Trucking
Other..............................  
Continuing Operations....
Discontinued Operations. 

$ (18,645)
2,124

(28,542)
$ (45,063)

$ 42,689
2,129 

(6,427) 
38,391

$ 61,334
5

22,115
$ 83,454

$ 64,457
4

21,161
85,622

$ 911,452
32,454
12,212

956,118

8,437
1,499

76 
$ 10,012

$ 26,510
772

______ 6
27.288

S 214,872
653,395

98.367
41,402

1,008,036
42,605

104,411
15,965 

SI,171,017

$ (44,232)
3,203

(16,158)
(57,187)
(15,500) 

$ (72,687)

$ 57,817
1,145

296 
$ 59,258

$ 978,494
30,307
17,927

1,026,728

S 212,929
544,177
105,368
63,988

926,462
56,132 
105,680 
20,748

SI, 109,022

Note 3 — Business Segment and Geographic Data
Tiger is engaged primarily in two businesses: air cargo and specialized trucking. Air cargo and trucking 

services are provided in the United States. International air cargo operations are conducted primarily 
between cities in the United States and points in Asia, 
Australia.

Identifiable 
Assets

846,328
25,67311,456

$ 883,457

Pretax 
Income I 
(Loss) 

(In thousands)

$ 60,783
2,918

(14,596)
49,105

(138,045) 
$ (88,940)

155,601
599,781
83,848
45,409

884,639
46.682

113.528
29,487 

$1.074,336

Scheduled Cargo Operations
Domestic
Transpacific
Transatlantic
Latin America

Total Scheduled Cargo Operations 
Commercial Charter
Military Airlift Command
Other

$1,109,022
38,023

$ 125,638
2,923

(1.595)
126,966

(125,106) 
$ 1,860

$ 64,855 
5 

13,001 
77,861 
12,939

$ 90,800

Capital 
Expenditures

$1,171,017
39,453
(580) 

1,209,890 191,255
$1,401,145

$ 46,097
1,503

_____ 9
47,609 
1,005 

$ 48,614

$ 56,8801,213
331

58,424

$ 64,274
1,268
338

65,880 
9,124

$ 75,004

20,2253,207
5,003

28,435
(15,500) 

$ 12,935

The line item “Other” includes parent company and intercompany elimination items.
All significant identifiable assets are located in the United States. Revenues from the United States 

Government were 5145,640,000, $144,613,000 and $143,775,000 for the years ended December 31, 1986, 
1985 and 1984, respectively. These revenues were for services performed primarily for the Military Airlift 
Command of the United States Air Force and the United States Postal Service.

Revenues relating to scheduled and nonscheduled air cargo and passenger operations are as follows:
For the Years Ended December 31 

1985
(In thousands)



$ 20,750 $ 19,839

123,460109,177

5,962 10,115

Less current portion

26,627
Less current portion

$ 26,627
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$ 22,190
4,437

14,107
118,921

119,401
1,450

$ 21,191
4,437

107,547
5,233

13,937
107,245

Subordinated Debt:
Tiger International, Inc.

8¥s% Senior Subordinated Debentures due July 1995, net of imputed 
interest (effective rate 19.2%)

8¥s% Convertible Subordinated Debentures due July 2005  
Subsidiaries (net of imputed interest)

5% Convertible Subordinated Debentures due April 1986

Notes Payable and Equipment Obligations:
Tiger International, Inc.

1114% Debentures due April 1995, net of imputed interest (effective rate 
20.7%)  

1116% Debentures due October 1995, net of imputed interest (effective
rate 13.0%)

Note payable to North American (Prime + 2%)  
Subsidiaries

9% to 12% and prime + 2% equipment trust certificates due 1987 to 
1997 (average rate 10.0% in 1986)

10.56% to 12% master sales agreements (payable in yen) due 1987 to 
1992

12.5% to 13.5% conditional sale agreement due 1987 to 1990  
6% to 14.5% and prime + 2% promissory notes due 1987 to 1990

(average rate 10.1% in 1986)  
Term notes at prime + 14% and prime + 2% due 1987 to 1990 (average

rate of 8.6% in 1986) 49,084
438,852
50,146

$388,706

63,839
451,215
49,060

$402,155

2,490
28,118
2,490

$ 25,628

December 31 
1986 1985

(In thousands)

Note 4 — Long-Term Debt
The outstanding balance of long-term debt at the dates specified is as follows:
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Long-term 
Debt

$ 50,146 
115,164 
114,552 
42,614 
59,721 
83,282

$465,479

Total
S 59,150
125,312
125,494
50,459
69,245

281,708
S711,368

Year
1987
1988
1989
1990
1991
Later Years 

Total....

Capital Lease 
Obligations 

$ 9,004
10,148 
10,942
7,845
9,524

198,426
5245,889

Tiger International, Inc. (Parent)
The terms of the 11 '/z% Sinking Fund Debentures due April 1, 1995, (the “New 11 '/i% Debentures”), 

$28.4 million in aggregate outstanding principal amount, and the 85/s% Senior Subordinated Debentures 
due July 1, 1995, (the “New 85/s% Debentures”), $36.0 million in aggregate outstanding principal amount, 
(the New 11 '/i% Debentures and the New 85/s% Debentures are hereinafter referred to as the “New 
Debentures”) give Tiger International the option to satisfy both principal (including sinking fund obliga­
tions) and interest requirements in cash or in Common Stock. Tiger International elected to satisfy its 
interest obligations on the New Debentures in 1986 ($6.5 million), 1985 ($6.5 million) and 1984 ($6.5 
million) by delivering 1,031,791, 921,768 and 1,139,738 shares, respectively, of common stock. Minor 
amounts were paid in cash for fractional shares.

As a mandatory sinking fund for the retirement of the New 1 1!6% Debentures, Tiger International is 
required to deposit prior to April 1 in each year commencing in 1988 and ending in 1994, an amount, in 
legal tender or Common Stock, sufficient to redeem not less than 10% of the aggregate principal amount of 
New 1116% Debentures originally issued. Tiger International may deliver outstanding New 1116% Deben­
tures and apply as a credit New 1116% Debentures which have been redeemed at the election of Tiger 
International in satisfaction of all or part of such mandatory sinking fund payment requirement.

As a mandatory sinking fund for the retirement of the New 856% Debentures, Tiger International is 
required to deposit prior to July 1 in each year commencing in 1988 and ending in 1994, an amount, in legal 
tender or Common Stock, sufficient to redeem not less than 5% of the aggregate principal amount of New 
8%% Debentures originally issued. Tiger International may deliver outstanding New 856% Debentures and 
apply as a credit New 856% Debentures which have been redeemed at the election of Tiger International in 
satisfaction of all or part of such mandatory sinking fund payment requirement.

The 11 '/i% Sinking Fund Debentures due October 1, 1995 (the “Old 1116% Debentures”), $14.6 
million in aggregate outstanding principal amount, were originally issued in connection with the acquisition 
of Seaboard World Airlines (“Seaboard”). As a mandatory sinking fund for the retirement of the Old 1116% 
Debentures, Tiger International is required to deposit prior to October 1, in each year commencing in 1986 
and ending in 1994, an amount sufficient to redeem not less than 10% of the aggregate amount of Old 1116% 
Debentures outstanding at October 1, 1986. Tiger International may deliver outstanding Old 1116% 
Debentures and apply as a credit Old 1156% Debentures which have been redeemed at the election of Tiger 
International or through optional sinking fund payments in satisfaction of all or part of such mandatory 
sinking fund payment requirement. Tiger International has acquired through an exchange offer sufficient

Scheduled Maturities
As of December 31, 1986, principal scheduled maturities of long-term debt, including sinking fund 

requirements for debentures and capital lease obligations (described in “Note 5 — Commitments”) are as 
follows (in thousands):
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Old 1116% Debentures to meet the mandatory sinking fund requirement for the years 1987 through 1992 
and partially for the year 1993.

The S4.4 million outstanding principal amount of 85/s% Convertible Subordinate Debentures due July 
1, 2005 (the “Old S%% Debentures”) is convertible into Common Stock at an adjusted price of $31 per 
share and are redeemable at a premium at any time at the option of Tiger International. As a mandatory 
sinking fund for the retirement of the Old 8%% Debentures, Tiger International is required to deposit prior 
to July 1 in each year, commencing in 1990 and ending in 2004, an amount sufficient to redeem not less than 
$3 million and not more than $6 million principal amount of Old Ss/s% Debentures. Tiger International may 
deliver outstanding Old 85/s% Debentures and apply as a credit Old 85/s% Debentures which have been 
converted or redeemed either at the election of Tiger International or through optional sinking fund 
payments in satisfaction of all or part of such mandatory sinking fund payment requirement. Tiger 
International has acquired through an exchange offer sufficient Old 85/s% Debentures to meet the mandatory 
sinking fund requirement for all years.

The New Tiger International Note in principal amount of $118.9 million is secured by a pledge by 
Tiger International of 47% of the common stock of Flying Tigers presently outstanding (the “Pledged 
Shares”) and requires prepayments of principal and interest upon certain events. If Flying Tigers pays any 
dividends on its common stock or Tiger International sells any of the Pledged Shares, 100% of any dividend 
payments allocable to the Pledged Shares or proceeds of the sale shall be applied first to interest and then to 
principal, in the order of maturity. Further, to the extent Tiger International receives net cash proceeds from 
any other source, including, but not limited to, sales of shares of common stock of Flying Tigers other than 
the Pledged Shares, dividends from Flying Tigers allocable to shares other than the Pledged Shares, 
dividends from any of Tiger International’s other subsidiaries, or sales of its equity or debt securities, 60% of 
all proceeds received in any year in excess of $10 million are required to be applied to payment of the note, 
first to interest and then to principal, in the order of maturity. Linder the terms of the New Tiger 
International Note, a default would occur only upon nonpayment of the note, a breach of any anti-dilution 
provisions contained in the note, any bankruptcy proceeding involving Tiger International or Flying Tigers 
or upon a default under certain other agreements of Tiger International and Flying Tigers (see “Note 1 — 
Discontinued Operations — North American” for further information).

Subsidiaries
During December 1983, Flying Tigers and substantially all of its private lenders executed restructuring 

agreements whereby defaults on approximately $588 million principal amount of indebtedness were waived 
or suspended. The Flying Tigers Restructuring Agreements provided for the deferral, until July 2, 1985, of 
approximately $48 million of principal and interest otherwise payable in 1983 and 1984. The deferred 
amounts are payable in 20 quarterly installments of approximately $2.4 million which commenced July 2, 
1985. In addition to stated interest, Flying Tigers has agreed to pay annually in each of the years 1986 
through 1990 contingent interest if certain earnings levels are achieved. The cumulative amount of such 
contingent interest may not exceed $20 million. Flying Tigers did not achieve the 1986 or 1985 earnings 
level to cause contingent interest payments to be required in 1987 or 1986.

A Flying Tigers debt agreement requires the maintenance of compensating balances or fees in lieu 
thereof. At December 31, 1986, approximately $3.4 million of cash, the use of which was unrestricted, was 
intended to meet the compensating balance requirement.

See “Note 11 — Subsequent Events” for information relating to a 
Tigers’ debt.

Pursuant to an exchange offer, completed in April 1984, Flying Tigers exchanged $2.5 million of debt 
for 189,504 shares of Flying Tigers’ common stock and warrants to purchase 89,094 shares of Flying Tigers’ 
common stock. As a result of this exchange offer, Tiger International’s ownership of Flying Tigers’ common
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Note 5 — Commitments
Leases

At December 31, 1986, Tiger was lessee under long-term leases on aircraft and engines, facilities and 
other equipment. These leases extend for varying periods through 2019. There are renewal and fair market 
value purchase options on most of the leased equipment. Rentals during the renewal option periods are 
generally at rates that are as favorable as for the initial lease periods. Under most equipment leases. Tiger is 
obligated for the cost of maintaining and operating the equipment.

stock has been reduced to 99%, of which 47.5% has been pledged to North American, which in turn pledged 
the Pledged Shares to the Collateral Agent for North American’s lenders.

Restrictions on Cash, Dividend Payments and Assets Secured by Debt
At December 31, 1986, Flying Tigers’ cash balance was $143.2 million. However, under the Flying 

Tigers Restructuring Agreements, Flying Tigers is presently prohibited from providing funds to Tiger 
International. Also, the Flying Tigers Restructuring Agreements require that 80% of the aggregate net 
proceeds from sales of assets be paid to the participating creditors to reduce the outstanding amounts of 
deferred principal and interest. In addition, the Flying Tigers Restructuring Agreements contain strict 
financial covenants and substantially all previously unencumbered assets have been pledged to secure the 
obligations thereunder. (See “Note 11 — Subsequent Events”) Warren Transport is free from restrictions 
limiting dividends and advances to Tiger International.

Equipment used in operations..
Less accumulated amortization 

$268,869
78,822

$190,047

Capital Leases: Property and equipment recorded as assets under capital leases at December 31 are as 
follows:

1986 1985
(In thousands) 

$268,869 
93,777 

$175,092

Operating Leases: Total rental expense, net of sublease rentals, for al! operating leases with lease terms 
in excess of one month for the years ended December 31, 1986, 1985 and 1984 was $55,535,000, 
$55,587,000 and $44,797,000, respectively.



■

50

Note 6 — Capital Stock
Common Stock

At December 31, 1986, Tiger International had reserved the following number of shares of Common 
Stock for possible future issuance:

Key Employees Incentive Stock Option Plan
Conversion of Convertible Subordinated Debentures 
Exercise of Common Stock Warrants
Non-Statutory Stock Options

Guarantees
At December 31, 1986, Tiger was contingently liable under outstanding guarantees in the amount of 

$24,466,000, which will be fully amortized by the year 2010. One guarantee is related to the financing for a 
DC-8 aircraft sold in 1979 by Seaboard and is secured by the aircraft. The remaining guarantees primarily 
are related to bonds sold to finance construction of certain airport improvements, and fueling and cargo 
facilities at the Anchorage, Dallas-Fort Worth, Houston and Los Angeles airports. There are no defaults 
existing on these guarantees as of December 31, 1986.

Purchase Commitments
At December 31, 1986, Tiger had no significant future purchase commitments.

Less amount representing interest
Present value of net minimum future lease payments.
Less current portion
Long-term capital lease obligations
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Year

1987
1988
1989
1990
1991
Later years
Total minimum lease payments 

279,603
245,889

9,004
$236,885

750,000
600,000 

4,950,000 
1,500,000 
7,800,000

Operating 
Leases

$ 50,556 
47,967 
47,016 
41,789 
38,382 

134,033
$359,743

Capital
Leases

$ 37,460
38,169
38,255
34,542
35,685

341,381
525,492

Minimum payments under non-cancellable operating leases have not been reduced by minimum 
sublease rentals of $25,735,000 due in the future under non-cancellable subleases.

Scheduled Minimum Future Lease Payments: At December 31, 1986, scheduled minimum future lease 
payments due under capital leases and non-cancellable operating leases having initial or remaining terms of 
one year or more are as follows (in thousands):

Stock Option Plan
During 1981, the stockholders approved a Key Employees Incentive Stock Option Plan (the “Plan”) 

under which options may be granted covering no more than 750,000 shares of Common Stock. The option 
price is the market value on the date of grant. The options granted are exercisable from 1987 to 1997.
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Outstanding at December 31, 1983 
Granted
Exercised
Cancelled or expired

Outstanding at December 31, 1984 
Granted
Exercised
Cancelled or expired

Outstanding at December 31, 1985 
Granted
Exercised
Cancelled or expired

Outstanding at December 31, 1986 
172,700
487,756

6.50-14.13
$5.75-12.38

9.25-14.13
6.13-14.13

87,936
640,506

87,050
553,456
107,000

8.00-12.38
6.13-14.13
5.75- 8.00

Number 
of Shares

340,666
387,776

Option Price 
Per Share

$9.25-14.13
6.13- 8.00

The aggregate purchase price of shares subject to outstanding options granted 
$4,294,000 at December 31, 1986, $5,014,000 at December 31, 1985, $5,932,000 at December 31, 1984. At 
December 31, 1986, all stock options are exercisable.

In January 1987, options to purchase 200,500 shares of Common Stock were granted under the Plan at 
a price of $8,875 per share, the market value on the date of grant.

Non-Statutory Stock Options
As an inducement essential to Mr. Jensen’s employment as President and Chief Executive Officer of 

Tiger International, the Board of Directors granted Mr. Jensen a Non-Statutory Stock Option to purchase 
1,000,000 shares of Common Stock at $7 per share, the market value of the Common Stock on the date of 
the grant. On August 8, 1986, the Board of Directors granted Mr. Jensen a Non-Statutory Stock Option to 
purchase 250,000 shares of Common Stock at $5.25 per share (the market value on the date of the grant). 
These Stock Options were exercisable at any time on or after August 8, 1986, to and including August 7, 
1996. On January 22, 1987, Mr. Jensen was succeeded by Mr. Wolf as Chairman of the Board, President, 
Chief Executive Officer and a director of Tiger International. Pursuant to an agreement dated March 26, 
1987 (“Agreement”) between Tiger International and Mr. Jensen, Mr. Jensen agreed that he would not 
exercise the stock option granted to Mr. Jensen on August 8, 1986 in whole or in part and would permit it to 
expire unexercised. Further, pursuant to the Agreement, the stock option granted to Mr. Jensen on August 
28, 1985 to acquire 1,000,000 shares of Tiger’s common stock at a price of $7.00 per share was amended to 
reduce the number of shares subject to the option to 562,500. This amended stock option is exercisable 
through March 25, 1991. Under certain circumstances, Mr. Jensen may also transfer his rights under this 
stock option to an underwriter and has the right to request the registration of the sale of the shares acquired 
upon the exercise of his stock option.

As an inducement essential to Mr. Wolf accepting employment with Flying Tigers, the Board of 
Directors of Tiger International granted Mr. Wolf a stock option to purchase 250,000 shares of Common 
Stock at $5.25 per share (the market value on the date of grant). In addition, the Board of Directors of 
Flying Tigers granted Mr. Wolf a stock option to purchase 1,000,000 shares of Flying Tiger’s Common 
Stock at $5.45 per share (the fair value on the date of grant). Mr. Wolfs stock options are exercisable in 
three installments through August 8, 1996. The first installment representing 25% of the shares covered by

A summary of changes in stock options under the Plan for the three years ended December 31, 1986, is 
as follows:
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each option is exercisable immediately; the second installment representing 25% of the shares covered by 
each option is exercisable on the first anniversary of the date of such options; and the third installment 
representing 50% of the shares covered by each option is exercisable after August 8, 1988. Under certain 
circumstances. Mr. Wolf may also transfer his rights under his stock options to an underwriter and has the 
right to request the registration of the sale of the shares acquired upon exercise of his stock options. Mr. 
Wolf was elected a director of Tiger International on August 8, 1986 and Chairman of the Board, President, 
and Chief Executive Officer of Tiger International on January 22, 1987.

Warrants
Pursuant to an Exchange Offer completed in September 1983, Tiger International issued, in registered 

form, 3,212,946 warrants (including 56,022 issued to Flying Tigers) to purchase Common Stock at $12.50 
per share, subject to adjustment. The warrants can be exercised at any time on or after January 1, 1984, 
through June 30, 1988, subject to certain call provisions. The warrantholder may elect to pay all or part of 
the exercise price by surrender of New Debentures to the Warrant Agent which shall be credited at the 
principal amount thereof plus accrued interest. (See “Note 4 — Long-Term Debt.”)

In connection with the above mentioned Exchange Offer, Tiger International issued warrants to 
purchase 200,000 shares of Common Stock to the investment banker as compensation for services per­
formed. Each warrant entitles the warrantholder to purchase one share of Common Stock at $8.00 per 
share, subject to adjustment, at any time on or after January 1, 1984, through June 30, 1988. These 
warrants are not subject to redemption.

In connection with the restructuring agreements entered into by North American and Flying Tigers, 
Tiger International executed agreements which provided, among other things, that Tiger International issue 
to the creditors of North American and Flying Tigers warrants with an expiration date of September 30, 
1993, in connection with (i) the deferral of interest at North American and (ii) advances made by North 
American and Flying Tigers to Tiger International. In connection with the deferral of interest, warrants to 
purchase 246,204 shares of Common Stock have been issued to North American’s lenders at exercise prices 
ranging from $5.15 to $6.99. In connection with advances made by North American and Flying Tigers 
during 1984, 140,069 warrants have been issued to North American’s and Flying Tigers’ lenders at exercise 
prices ranging from $5.94 to $7.39. No additional warrants will be issued in connection with these 
agreements.

In 1986, Flying Tigers entered into agreements in principal with substantially all of its unionized 
employees providing for reduced wages, work rule changes and other cost reduction measures. In addition, 
management and clerical employees participated in cost reduction programs. In return for such savings. 
Flying Tigers agreed in principal to grant to participating employees a profit participation, warrants to 
purchase approximately 1.8 million shares of Flying Tigers’ Common Stock, and the right to designate one 
member of Flying Tigers’ Board of Directors. In the event there is no active market for the common stock of 
Flying Tigers, Tiger International may be required to issue substitute warrants to purchase 1.8 million 
shares of Tiger International Common Stock or issue 1.8 million shares of Tiger International Common 
Stock.

Note 7 — Contingencies and Legal Actions

On December 5, 1984, North American and Tiger Leasing Group filed voluntary petitions for 
reorganization in the Bankruptcy Court. The North American and Tiger Leasing Group bankruptcy 
proceedings could result in unsatisfied creditors’ claims of up to $300 million after sale of their assets and 
completion of the bankruptcy proceedings. See “Note 1 — Discontinued Operations” for a discussion of 
pending proceedings in the Bankruptcy Court and possible claims pertaining to tax benefit accounts.
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On March 5, 1987, North American and the Official Committee of Unsecured Creditors representing 
certain unsecured creditors of North American in the North American bankruptcy proceedings delivered to 
Tiger International a draft complaint marked “Draft for Settlement Discussion Purposes Only" (the “draft 
complaint”) asserting claims against Tiger International and certain former directors of North American, 
some of whom were also directors of Tiger International. The draft complaint focuses on various transfers of 
funds from North American to Tiger International (including the advances by North American to Tiger 
International evidenced by the Tiger International Notes), the North American Restructuring Agreement 
and the GECC Management Transaction referred to in “Note 1 — Discontinued Operations — North 
American”. Though no lawsuit has yet been filed in respect of these claims, the draft complaint states that 
the claims against Tiger International would be based on the principal theories that:

(1) the funds transfers were intended to defraud creditors of North American;

(2) the funds transfers were made without fair consideration in the face of North American’s 
insolvency, or themselves rendered North American insolvent;

(3) Tiger International controlled and dominated North American and, in so doing, grossly 
abused North American’s property and assets and separate corporate existence for the benefit of Tiger 
International and its other subsidiaries as reflected in the foregoing funds transfers, the GECC 
Management Transaction and the North American Restructuring Agreement referred to in “Note 1 — 
Discontinued Operations — North American”;

(4) Tiger International violated the Racketeer Influenced and Corrupt Organizations provisions of 
the Organized Crime Control Act of 1970 by causing the funds transfers; and

(5) the foregoing transfers and transactions involved breaches of fiduciary duty owed by Tiger 
International to North American.

These claims against Tiger International assert that the foregoing transfers aggregate approximately $217 
million, and seek payment of that amount by Tiger International to North American, as well as (i) interest 
accruing on the funds transfers from the dates thereof, (ii) additional substantial sums to compensate North 
American for consequential damages caused by the alleged misconduct including, but not limited to, an 
amount sufficient to pay all unsatisfied creditors claims allowed in the North American bankruptcy 
proceedings and (iii) at least $300 million in punitive damages.

The $217 million of alleged transfers (which includes the $133 million in advances represented by the 
Tiger International Notes) is net of an alleged $20 million credit for a reduction in the amount required to 
be paid by North American to the North American Bank Lenders but no credit is given for the Tiger Note 
Cash Proceeds (approximately $49.9 million), the New Tiger International Note (approximately $96.9 
million in principal amount), or the security for repayment of the New Tiger International Note (the Stock 
Pledge and the Pledged Shares), all of which were transferred by North American to the Collateral Agent in 
partial satisfaction of North American’s obligations to the North American Bank Lenders.

If a complaint is filed, Tiger International will defend vigorously against the foregoing claims. 
Preliminary discussions regarding the possible settlement of these claims against Tiger International have 
taken place. Though no assurances can be given as to whether a settlement will be reached or, if so, as to the 
terms thereof, or, failing a settlement, as to the outcome of any litigation that might be instituted in respect 
of such claims, the management of Tiger International believes that it has meritorious defenses against the 
claims.

Alter ego claims against Tiger International arising out of the North American bankruptcy have been 
asserted in the following pending lawsuits: Mecanoexportimport adv. Robert Tidball, et al. (Cook County 
Circuit Court, Illinois, No. 85L 08193), and Hunter-Keith, Incorporated v. General Electric Credit 
Corporation, et al. (United States District Court for the District of Minnesota, Action No. 4-84-804).
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The plaintiff in Mecanoexportimport is a trading company owned by the Socialist Republic of 
Romania. The individual defendants include former officers and employees of North American. The suit 
alleges that North American improperly obtained proceeds of certain letters of credit plaintiff provided in 
connection with the sale of certain railcar kits to North American. It further alleges that North American 
improperly refused to purchase additional railcar kits. The suit contains 22 counts which appear to allege 
claims for breach of contract, fraud, breach of fiduciary duty, conversion and possibly other claims.

Tiger International is sued as North American’s alter ego based on allegations that Tiger International 
through Tiger Leasing Group owned all of the stock of North American; that Tiger International exercised 
total control and dominion over the affairs of North American by interlocking directors; that Tiger 
International officers had signatory powers on North American bank accounts and drew funds from North 
American bank accounts without notice to North American; and that Tiger International intermingled its 
financial affairs with North American, including the transfer of North American’s earnings to Tiger 
International.

The current complaint supersedes a complaint against North American that was stayed as a result of 
North American’s bankruptcy proceedings in December 1984. As of March 19, 1987, no discovery has been 
conducted. The suit seeks compensatory damages against Tiger International of over $30 million and 
punitive damages against Tiger International of approximately $60 million. Tiger International intends to 
defend vigorously against the claims in this lawsuit.

One of the individual defendants has asserted a claim for indemnity against Tiger International in the 
event of any judgment or settlement against him in the litigation. Tiger International has denied responsibil­
ity to indemnify the officers and directors of North American and has indicated an intention to defend 
vigorously against any such claims of indemnity by North American officers and directors.

The Hunter-Keith suit involves two consolidated actions. Hunter-Keith is a syndicator of transportation 
equipment. Hunter-Keith filed a first action on June 9, 1983, against North American seeking specific 
performance of an agreement to purchase certain pressure-differential railcars from North American (the 
“specific performance action”). Plaintiff obtained a temporary restraining order against the sale by North 
American of either the railcars or the right to manage the railcars.

On August 7, 1984, the plaintiff filed a second complaint against GECC and the former president of 
North American, alleging that North American violated the temporary restraining order by granting 
certain management rights to the railcars to GECC and by granting certain liens to First National Bank of 
Chicago. The complaint further alleged that GECC interfered with North American’s performance of the 
alleged purchase agreement and that GECC’s transactions with North American violated the antitrust laws.

The commencement of North American’s Chapter 11 bankruptcy proceedings on December 5, 1984, 
(see “Note 1 — Discontinued Operations — North American”) automatically stayed the actions relating to 
North American. The two lawsuits were consolidated on December 10, 1984.

On December 19, 1985, the plaintiff in Hunter-Keith was granted leave to amend its complaint to state 
claims against Tiger International and served Tiger International with a complaint on March 19, 1986.

Plaintiff’s amended complaint against Tiger International alleges four causes of action, two of which 
claim that Tiger International has alter ego liability for North American’s alleged obligations to plaintiff. 
The alter ego claims assert that Tiger International and North American had interlocking managements; 
that Tiger International controlled North American; that Tiger International transferred more than $300 
million to Tiger International from North American; and that Tiger International otherwise mismanaged 
North American. The third cause of action alleges interference with contractual or prospective contractual 
advantage. The fourth cause of action alleges that Tiger International is a co-conspirator with GECC, 
North American and North American’s former president in violating the antitrust laws by promoting
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GECC’s monopolization of the management of pressure differential railcars. On the alter ego causes of 
action the plaintiff seeks payment of any damages in the specific performance action against North 
American; in the interference with contractual or prospective contractual advantage cause of action, 
plaintiff seeks approximately 538,000,000; and on the antitrust cause of action, plaintiff seeks damages of 
538,000,000 to 547,000,000, trebled. Tiger International intends to defend vigorously against the claims in 
this action.

Although no assurance can be given that Tiger International will prevail in either the Mecanoexport- 
import or Hunter-Keith lawsuits, Tiger International management believes that Tiger International has 
meritorious defenses to these actions.

See “Note 1 — Discontinued Operations — Hall’s Motor Transit” for a discussion of possible claims 
pertaining to Hall’s.

Actuarial present value of accumulated plan benefits
Vested
Non-vested

Net plan assets including Company balance sheet accruals for 
benefits

Note 8 — Retirement Plans
Tiger maintains retirement plans for substantially all of its union and nonunion employees. The total 

employer cost for all pension plans was $17,002,000 in 1986, $13,651,000 in 1985 and $9,846,000 in 1984. 
Of these amounts, $13,809,000 in 1986, $11,240,000 in 1985 and $8,088,000 in 1984 were for union 
employee plans. The total costs include amortization of unfunded prior service costs over periods from 25 to 
40 years. Tiger’s policy is to fund part of the pension costs in the year in which they are accrued and the 
remainder in the following year.

The following table summarizes accumulated plan benefit information and plan net assets for Tiger's 
retirement plans as of the date of the most recent valuations.

$224,585
32,743

$257,328

$190,340
30,676

$221,016

As of January 1 
1986 1985

(In thousands)

The assumed rates of return on investments used to determine accumulated plan benefit information 
are adjusted annually to reflect changes in the rates set by the Pension Benefit Guaranty Corporation 
(“PBGC”). The PBGC rates were 4% to 8.75% and 4% to 9.75% as of January 1, 1986 and 1985, 
respectively. In 1985 and 1984, benefits were increased for certain of Tiger’s plans pursuant to agreements 
with its labor unions. The assumption for valuation earnings used to calculate disability and survivor benefits 
for certain of the plans was decreased in 1985 and increased in 1986 to reflect amendments to the union 
contracts. In 1986, the method of calculating future spousal and disability benefits was changed from 
charging all such benefits to the past service liability to allocating them between past service liability and 
future normal cost. These changes did not significantly affect pension expenses in the years 1984 or 1985 
and increased pension expenses $1,710,000 in 1986. These changes increased the actuarial present value of 
accumulated plan benefits by approximately $13,204,000 in 1986 and $1,243,000 in 1985.

In addition to providing pension benefits, Tiger provides certain health care and life insurance benefits 
for retired employees. Substantially all of Tiger’s domestic employees may become eligible for these benefits 
if they reach normal retirement age while working for Tiger. The cost of retiree health care and life
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1985

(46.0%)

2.4
10.0%

Tiger has not made a final determination of the effects which the anticipated changes in accounting 
may have on Tiger’s financial position and results of operations.

United States Federal income tax rate  
Investment tax credits  
Permanent differences between book and tax income  
Book losses not benefited  
State income taxes, net of Federal tax benefit, and other 
Income tax provision (benefit) effective rate

1984

46.0%
(42.4)

4.0
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insurance benefits is recognized as an expense as claims are paid. For the years ended December 31, 1986, 
1985, and 1984, these costs were not significant.

Tiger has a discretionary Executive Incentive Plan, approved by the stockholders in 1976. Amounts 
awarded under the plan for 1984 were $714,000. No amounts were awarded for 1986 and 1985.

During 1985, the Financial Accounting Standards Board issued new standards on employers’ account­
ing for pensions. For United States plans, companies are required to adopt the new expense and disclosure 
standards no later than 1987 and, in certain circumstances, to reflect a minimum pension liability no later 
than 1989. These new standards will be adopted prospectively; thus the financial statements included herein 
will not be restated.

In 1984, Tiger utilized investment tax credit carryforwards to reduce the provision for income tax prior 
to the recognition of net operating loss carryforwards for financial statement reporting purposes.

In 1986 and 1985, the principal timing differences relate to depreciation, differing treatment of book 
reserves and the recognition of various other income and expense items in different financial reporting and 
tax years. In 1984, the principal timing differences related to the aforementioned items and expenses 
recognized for financial reporting purposes but deferred for tax purposes relating to the recording of the 
North American liability and the Hall’s sale as discussed in “Note 1 — Discontinued Operations.”

For Federal income tax purposes, Tiger files a consolidated income tax return, and at December 31, 
1986, the Tiger International tax consolidated group remains substantially unchanged from December 31, 
1985. At December 31, 1986, and pending completion and filing of the consolidated tax return, Tiger 
estimates that it has available for Federal income tax purposes, in 1987 and subsequent years, net operating 
loss carryforwards (“NOL’s”) in excess of $260 million and investment tax credits (“ITC’s”) of approxi­
mately $44 million. None of the NOL’s expire prior to 1997. The ITC’s expire beginning in 1989. For 
financial statement purposes, Tiger has NOL’s in excess of $275 million and ITC’s of approximately $24 
million.

Note 9 — Income Taxes

There was no income tax benefit recorded for the losses incurred in 1986 and 1985 because prior years 
received all tax benefits arising from the reversal of all available domestic deferred income taxes not 
previously reduced by tax credits. The 1984 provision of $4,900,000 for income taxes associated with income 
from continuing operations primarily consists of deferred Federal income tax less the application of 
investment tax credits of approximately $20,800,000. The 1984 loss from discontinued operations received 
an income tax benefit of $4,900,000.

The income tax provision related to continuing operations differs from the amount computed using the 
United States federal income tax rate. A reconciliation between this rate and the effective rate is as follows:

1986

(46.0%)
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Receivables, Net:
Trade
Other
Less allowance for doubtful accounts and revenue adjustments 

Receivables, net

Accounts Payable and Accrued Liabilities:
Accounts payable
Accrued liabilities

Payroll
Vacations
Interest
Income taxes
Taxes other than payroll and income taxes
Pensions
Other

Accounts Payable and Accrued Liabilities

In addition, there are NOL’s of approximately $23,000,000 (for financial statement purposes only) and 
ITC’s of approximately $11,000,000 (for financial statement and Federal income tax purposes) which were 
acquired in connection with the acquisition of Seaboard. The ITC’s expire primarily in 1993. To the extent 
such carryforwards are utilized for financial statement purposes in the future, the cost in excess of the fair 
value of net assets acquired will be adjusted to reflect the income tax benefit derived. All ITC’s are subject to 
reduction of up to 35% under provisions of the Tax Reform Act of 1986.

Tiger’s Federal income tax returns for the years 1977 through 1981 have been examined, and certain 
adjustments have been proposed by the Internal Revenue Service. A petition for redetermination of certain 
deficiencies asserted against Tiger by the Internal Revenue Service is presently pending in the United States 
Tax Court. The amounts at issue include approximately $8,000,000 of investment tax credit claimed by 
Flying Tigers in 1977 in connection with the modification of certain used B-747 aircraft. The Internal 
Revenue Service has answered the petition, generally denying all of Tiger’s allegations, but has not engaged 
in any discovery or filed any motions. As a consequence, the resolution of this issue is dependent on a 
number of factual matters which have not as yet been fully developed. Since the outcome will be dependent 
upon determinations to be made by the trier of fact, it is not possible to predict the outcome of any such 
litigation with certainty and no assurance can be given that Tiger will prevail in such litigation. However, in 
the opinion of management, adequate provision has been made for all income tax liabilities.

Note 10 — Details of Certain Accounts

$149,617
2,926

(14,287)
$138,256

9,886
20,583
21,665

70
3,784
8,009

34,386
$172,131

$169,415
3,868

(16,912)
$156,371

December 31____
1986 1985

(In thousands)

8,291
19,341
16,934

70
15,565
8,290

32,964
$159,720
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$ 15,736
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Maintenance and repairs

Taxes other than payroll and income taxes

Amortization of cost in excess of fair value of acquired 
businesses

Advertising costs

$95,631

$ 7,937

$
$

1,608

6,303

1985
(In thousands)

$114,757

$ 9,486

$ 1,608

$ 9,859

Note 11 — Subsequent Events
As part of a proposed refinancing of its indebtedness, Flying Tigers filed a Pre-effective Amendment 

No. 2 to a Registration Statement on Form S-l with the Securities and Exchange Commission on February 
23, 1987. Flying Tigers proposes to sell approximately $90,000,000 First Priority Trust Certificates due 
1997 and $50,000,000 Second Priority Trust Certificates due 1999 (collectively, the “Trust Certificates”).

The proceeds of the sale of the Trust Certificates would be used to repay a substantial portion of Flying 
Tiger’s indebtedness and capital lease obligations by prepaying in full certain of Flying Tigers’ private 
equipment trust agreements, prepaying a portion of the principal amounts owed under certain of Flying 
Tigers’ term notes, paying in full all principal and lease payments deferred by the Flying Tigers Restructur­
ing Agreements and paying to certain creditors under the Flying Tigers Restructuring Agreements a 
premium of $5,000,000 to settle in full and terminate the right of such creditors under the Flying Tigers 
Restructuring Agreements to receive contingent interest based on Flying Tigers’ profits in the years 1985 
through 1989. The Trust Certificates would be secured by title to four used B-747-200F aircraft owned by 
Flying Tigers.

Concurrent with the consummation of the sale of the Trust Certificates, approximately $150,356,000 of 
purchase money indebtedness of the owner of four B-747-200F aircraft and four spare engines leased by 
Flying Tigers under capital leases is proposed to be refinanced by the owner of such equipment. The 
proposed refinancing would decrease the cost to Flying Tigers of leasing such equipment.

The application of the Trust Certificate proceeds as described above would repay a substantial portion 
of the Flying Tigers’ indebtedness that is presently subject to the Flying Tigers Restructuring Agreements, 
which will be terminated concurrently with the repayment of such indebtedness. Such termination, the 
repayment of indebtedness and the refinancing thereof with the proceeds of the Trust Certificates is intended 
to reduce Flying Tigers’ principal obligations due in the near future, to relieve Flying Tigers from the 
requirement under the Flying Tigers Restructuring Agreements to make quarterly payments of both 
deferred and matured principal and interest and contingent interest and to remove certain operational and 
other restrictions imposed on Flying Tigers by the Flying Tigers Restructuring Agreements.

After the termination of Flying Tigers’ Restructuring Agreements, Flying Tigers’ will be permitted to 
pay dividends and make advances to Tiger International, but the provisions of certain continuing and new 
debt obligations will limit such dividends and advances.

Supplemental Consolidated Statement of Operations Information
1986



TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

March 31 Dec. 31
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Net Income (Loss)
Income (Loss) Per Share 

Loss from Continuing Operations ...
Loss from Discontinued Operations 
Net Loss

Loss Per Share —
Continuing
Discontinued    

Total

Income (Loss) from Continuing Operations 
Loss from Discontinued Operations
Income (Loss) Before Extraordinary Item...
Extraordinary Item
Net Income (Loss)

Income (Loss) Per Share —
Continuing
Discontinued

Extraordinary Item  

Total

1986
Revenues 

1985
Revenues 

1984
Revenues 

(.15)
(-19)
(.34)

(.62)
(■51)

(1-13)

1.32
(5.61)
(4.29)
(-14)

(4.43)

$313,945
$(19,031)
(15,500)

$(34,531)

$276,309
$ (3,047)

(3,949)
(6,996)

$269,971
$ (4,725)

$279,246
$(10,165)

.11
(-08)
.03

$283,883
$(23,266)

$313,321
$ 16,507

(6,903)
9,604
3,100

$ 12,704

.78
(.33)
.45
.15
.60

$326,637
$ 28,361
(120,603)
(92,242)
(3,100)

$(95,342)

$286,613
$ 1,524

.05

$293,623
$ 2,384

(1,690)
694

$299,826
$ 10,399
$ .33

$263,173
$(34,156)
$ (1.11)

$261,336
$(22,830)
$ (.74)

_________ Quarter Ended_________
June 30 Sept. 30 

(In thousands except per share data)
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Continuing Operations
The seasonal fluctuations in the transportation business and fluctuations in foreign exchange rates are 

reflected in the above summary.
The third quarter of 1984 includes pretax gains of SI3,100,000 from the sale of DC-8 aircraft and an 

extraordinary credit $3,100,000 ($.15 per share) resulting from the utilization of operating loss carry­
forwards. The fourth quarter of 1984 includes pretax gains of $3,300,000 from the sale of DC-8 aircraft.

The first quarter of 1985 includes pretax gains of approximately $5,900,000 from DC-8 aircraft, engine 
and parts sales and $4,900,000 from the sale of leasehold property. The fourth quarter of 1985 includes 
pretax gains of approximately $1,500,000 from the sale of DC-8 aircraft parts. In addition, the fourth 
quarter of 1985 includes pretax reserves of $10,000,000, most of which relate to increases in engine overhaul 
costs, and a $14,111,000 loss on yen-denominated debt.

The first, second and third quarters of 1986 includes losses on yen-denominated debt of $13,200,000, 
$10,000,000 and $7,000,000, respectively. The fourth quarter of 1986 includes $2,700,000 million gain on 
yen-denominated debt.

Discontinued Operations
The third quarter of 1984 includes a pretax charge for interest expense of $9,800,000 on Tiger 

International’s $132,151,000 liability to North American. The fourth quarter of 1984 losses for discon­
tinued operations includes the write off of the investment in North American and losses associated with the 
sale of Hall’s.

The fourth quarter of 1985 includes a $10,500,000 charge relating to the write-off of a note receivable 
from Hall’s, and a charge of $5 million relating to guarantees of Hall’s workers’ compensation obligations.

Item 9. Disagreements on Accounting and Financial Disclosure.
A report of Form 8-K was filed with the SEC on April 11, 1986 covering a change in Tiger’s certifying 

accountant. The change was not a result of a disagreement with such certifying accountant.

Part III
Except as provided under the heading “Executive Officers of the Registrant” following Item 4, of Part I 

hereof, Items 10, 11, 12 and 13 are incorporated by reference to Tiger International’s definitive 
statement (to be filed pursuant to Regulation 14A) which will involve the election of directors.

Schedule VIII
The statements and schedules referred to above should be read in conjunction with the consolidated 

financial statements and notes thereto included in Part II of this Annual Report on Form 10-K. Schedules 
not included in this section have been omitted because they are not applicable or the required information is 
shown in the Consolidated Financial Statements or Notes thereto.

Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K.
(a) Financial Statement Schedules and Exhibits Filed

Financial Statement Schedules
Reports of Certified Public Accountants on Financial Statements Schedules 
Schedule
Schedule
Schedule
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Exhibit 
Number Description of Exhibit

— Restated Certificate of Incorporation of Tiger International, Inc. dated May 20, 1981, filed as 
Exhibit 3.1 to Tiger International, Inc.’s Registration Statement on Form S-l, Registration No. 
2-88929, filed with the Securities and Exchange Commission on January 17, 1984 and which 
hereby is incorporated by reference.

— Certificate of Amendment, dated July 9, 1984, to Restated Certificate of Incorporation of Tiger 
International, Inc., filed as Exhibit 3.3, to Tiger International, Inc.’s Registration Statement on 
Form S-l, Registration No. 2-88929, filed with the Securities and Exchange Commission on 
January 17, 1984 and which hereby is incorporated by reference.

— Form of Certificate of Determination of Preferences of Tiger International, Inc., filed as 
Exhibit 3.7 to Tiger International Inc.’s Registration Statement on Form S-l, Registration No. 
2-95706, filed with the Securities and Exchange Commission on February 7, 1985 and which 
hereby is incorporated by reference.

— By-Laws of Tiger International Inc. as amended on November 13, 1985.
— Indenture for 1116% Sinking Fund Debentures due April 1, 1995 between Tiger International, 

Inc. and Midiantic National Bank dated as of July 1, 1983, filed as Exhibit 4.1 to Tiger 
International, Inc.’s Registration Statement on Form S-l, Registration No. 2-88929, filed with 
the Securities and Exchange Commission on January 17, 1984 and which hereby is incorporat­
ed by reference.

— Indenture for 8%% Senior Subordinated Debentures due July 1, 1995 between Tiger Interna­
tional, Inc. and American Fletcher National Bank and Trust Company dated as of July 1, 1983, 
filed as Exhibit 4.2 to Tiger International, Inc.’s Registration Statement on Form S-l, Registra­
tion No. 2-88929, filed with the Securities and Exchange Commission on January 17, 1984 and 
which hereby is incorporated by reference.

-— Warrant Agreement between Tiger International, Inc. and Midiantic National Bank dated as 
of July 1, 1983, filed as Exhibit 4.3 to Tiger International, Inc.’s Registration Statement on 
Form S-l, Registration No. 2-88929, filed with the Securities and Exchange Commission on 
January 17, 1984 and which hereby is incorporated by reference.

— Stock Purchase Warrant for the First National Bank of Chicago, as Collateral Agent, to 
purchase 117,245 shares of Common Stock of Tiger International, Inc. dated as of October 1,
1983, filed as Exhibit 4.4 to Tiger International, Inc.’s Registration Statement on Form S-l, 
Registration No. 2-88929, filed with the Securities and Exchange Commission on January 17, 
1984 and which hereby is incorporated by reference.

— Stock Purchase Warrant for the First National Bank of Chicago, as Collateral Agent, to 
purchase 54,109 shares of Common Stock of Tiger International, Inc. dated as of January 1,
1984, filed as Exhibit 4.8 to Tiger International, Inc.’s annual report on Form 10-K for the fiscal 
year ended December 31, 1983, filed with the Securities and Exchange Commission, and which 
hereby is incorporated by reference.

— Form of July Warrant to purchase shares of Common Stock of Tiger International, Inc., filed as 
Exhibit 4.6 to Tiger International, Inc.’s Registration Statement on Form S-l, Registration No. 
2-88929, filed with the Securities and Exchange Commission on January 17, 1984 and which 
hereby is incorporated by reference.

— Indenture dated as of September 1, 1980, between Tiger International, Inc. and Crocker 
National Bank, as Trustee, filed as Exhibit 2(b) to Tiger International, Inc.’s Registration 
Statement on Form S-l6, Registration No. 2-68885, filed with the Securities and Exchange 
Commission, on August 20, 1980, and which hereby is incorporated by reference.
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— Indenture, dated as of September 1, 1980, between Tiger International, Inc. and Bankers Trust 
Company, as Trustee, filed as Exhibit 6.2.2 to Tiger International, Inc.’s Registration State­
ment on Form S-14, Registration No. 2-68788, filed with the Securities and Exchange Commis­
sion on August 11, 1980 and which hereby is incorporated by reference.

— Indenture dated as of April 1, 1966 between Seaboard World Airlines, Inc. and Schroeder 
Trust Company, Trustee, as supplemented by the First Supplemental Indenture, dated as of 
September 30, 1980 between Tiger International, Inc., Seaboard World Airlines, Inc. and J. 
Henry Schroeder Bank and Trust Company, formerly called Schroeder Trust Company, as 
Trustee, filed as Exhibit 4.1 to The Flying Tiger Line Inc.’s annual report on Form 10-K for the 
fiscal year ended December 31, 1980 filed with the Securities and Exchange Commission on 
March 20, 1981 and which hereby is incorporated by reference.

— Forms of Stock Purchase Warrant issued on March 20, 1984 to purchase shares of Common 
Stock of Tiger International, Inc., filed as Exhibit 4.10 to Tiger International, Inc.’s Registra­
tion Statement on Form S-l, Registration No. 2-88929, filed with the Securities and Exchange 
Commission on January 17, 1984 and which hereby is incorporated by reference.

— Stock Purchase Warrant dated as of April 1, 1984 for the First National Bank of Chicago, as 
Collateral Agent, to purchase 74,850 shares of Common Stock of Tiger International, Inc., filed 
as Exhibit 4.11 to Tiger International, Inc.’s Registration Statement on Form S-l, Registration 
No. 2-88929, filed with the Securities and Exchange Commission on January 17, 1984 and 
which hereby is incorporated by reference.

— Forms of Stock Purchase Warrant issued on June 20, 1984 to purchase shares of Common 
Stock of Tiger International, Inc., filed as Exhibit 4.12 to Tiger International, Inc.’s Registra­
tion Statement on Form S-l, Registration No. 2-88929, filed with the Securities and Exchange 
Commission on January 17, 1984 and which hereby is incorporated by reference.

— Equipment Trust Agreement dated as of October 1, 1976, between The Bank of New York, as 
Trustee, and The Flying Tiger Line Inc., filed as Exhibit 4.13.(a) to Tiger International Inc.’s 
Registration Statement on Form S-l, Registration Number 2-95706, filed with the Securities 
and Exchange Commission on February 7, 1985 and which hereby is incorporated by reference.

— Forms of Stock Purchase Warrant issued on September 20, 1984 to purchase shares of 
Common Stock of Tiger International, Inc., filed as Exhibit 4.15.(a) to Tiger International, 
Inc.’s Registration Statement on Form S-l, Registration Number 2-95706, filed with the 
Securities and Exchange Commission on February 7, 1985 and which hereby is incorporated by 
reference.

— Instruments with respect to issue of long-term debt which are not registered have not been filed 
as exhibits as the authorized principal amount of any one of such issues does not exceed 10% of 
the total assets of Tiger International, Inc. and its subsidiaries on a consolidated basis. 
Registrant agrees to furnish to the Commission a copy of each such instrument upon its request.

— Purchase and Loan Agreement between General Electric Credit Corporation and North 
American Car Corporation dated September 7, 1983, filed as Exhibit 10.1 to Tiger Internation­
al, Inc.’s Registration Statement on Form S-l, Registration No. 2-88929, filed with the 
Securities and Exchange Commission on January 17, 1984 and which hereby is incorporated by 
reference.

— First Amendment to Purchase and Loan Agreement between General Electric Credit Corpora­
tion and North American Car Corporation dated December 5, 1983, filed as Exhibit 10.2 to 
Tiger International, Inc.’s Registration Statement on Form S-l, Registration No. 2-88929, filed 
with the Securities and Exchange Commission on January 17, 1984 and which hereby is 
incorporated by reference.
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— North American Car Corporation Amended and Restated Master Credit Terms Agreement 
among North American Car Corporation, Creditors of North American Car Corporation and 
First National Bank of Chicago, as Collateral Agent, dated as of December 6, 1983, filed as 
Exhibit 10.3 to Tiger International, Inc.’s Registration Statement on Form S-l, Registration 
No. 2-88929, filed with the Securities and Exchange Commission on January 17, 1984 and 
which hereby is incorporated by reference.

— North American Car Corporation Intercreditor Agreement between the Creditors of North 
American Car Corporation and First National Bank of Chicago, as Collateral Agent, dated as 
of September 8, 1983, filed as Exhibit 10.4 to Tiger International, Inc.’s Registration Statement 
on Form S-l, Registration No. 2-88929, filed with the Securities and Exchange Commission on 
January 17, 1984 and which hereby is incorporated by reference.

-— Tiger International Agreement among Tiger International, Inc., Creditors of North American 
Car Corporation and First National Bank of Chicago, as Collateral Agent, dated as of 
December 6, 1983, filed as Exhibit 10.5 to Tiger International, Inc.’s annual report on Form 
10-K for the fiscal year ended December 31, 1983, filed with the Securities and Exchange 
Commission, and which hereby is incorporated by reference.

—■ Tiger Note, principal amount of up to $10,000,000, from Tiger International, Inc. to North 
American Car Corporation dated September 30, 1983, filed as Exhibit 10.6 to Tiger Interna­
tional, Inc.’s Registration Statement on Form S-l, Registration No. 2-88929, filed with the 
Securities and Exchange Commission on January 17, 1984 and which hereby is incorporated by 
reference.

— Tiger Note, principal amount of $132,154,622, from Tiger International, Inc. to North Ameri­
can Car Corporation dated as September 30, 1983, filed as Exhibit 10.7 to Tiger International, 
Inc.’s Registration Statement on Form S-l, Registration No. 2-88929, filed with the Securities 
and Exchange Commission on January 17, 1984 and which hereby is incorporated by reference.

— Tiger Leasing Group Agreement among Tiger Leasing Group, Inc., Creditors of North 
American Car Corporation and First National Bank of Chicago, as Collateral Agent, dated 
September 30, 1983, filed as Exhibit 10.8 to Tiger International, Inc.’s Registration Statement 
on Form S-l, Registration No. 2-88929, filed with the Securities and Exchange Commission on 
January 17, 1984 and which hereby is incorporated by reference.

— Tiger Leasing Group Note, principal amount of $81,261,000 from Tiger Leasing Group, Inc. to 
North American Car Corporation dated September 30, 1983 filed as Exhibit 10.9 to Tiger 
International, Inc.’s Registration Statement on Form S-l, Registration No. 2-88929, filed with 
the Securities and Exchange Commission on January 17, 1984 and which hereby is incorporat­
ed by reference.

-— Pledge Agreement between North American Car Corporation and First National Bank of 
Chicago dated September 8, 1983, filed as Exhibit 10.12 to Tiger International, Inc.’s Registra­
tion Statement on Form S-l, Registration No. 2-88929, filed with the Securities and Exchange 
Commission on January 17, 1984 and which hereby is incorporated by reference.

— General Security Agreement between North American Car Corporation and First National 
Bank of Chicago dated September 8, 1983, filed as Exhibit 10.13 to Tiger International, Inc.’s 
Registration Statement on Form S-l, Registration No. 2-88929, filed with the Securities and 
Exchange Commission on January 17, 1984 and which hereby is incorporated by reference.

— Credit Agreement among The Flying Tiger Line Inc., Private Lenders and Chase Manhattan 
Bank, as agent for the Private Lenders, dated as of September 30, 1983, filed as Exhibit 10.15.
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— Override Agreement among The Flying Tiger Line Inc., Tiger International, Inc. and Private 
Lenders dated as of December 21, 1983, filed as Exhibit 10.16 to Tiger International, Inc.’s 
Registration Statement on Form S-l, Registration No. 2-88929, filed with the Securities and 
Exchange Commission on January 17, 1984 and which hereby is incorporated by reference.

— First Amendment to Override Agreement among The Flying Tiger Line Inc., Tiger Internation­
al, Inc. and Private Lenders dated as of December 21, 1983, filed as Exhibit 10.17 to Tiger 
International, Inc.’s Registration Statement on Form S-l, Registration No. 2-88929, filed with 
the Securities and Exchange Commission on January 17, 1984 and which hereby is incorporat­
ed by reference.

— Chattel Mortgage, Pledge Agreement and Security Agreement between The Flying Tiger Line 
Inc. and United States Trust Company of New York dated as of September 30, 1983, filed as 
Exhibit 10.18 to Tiger International, Inc.’s annual report on Form 10-K for the fiscal year 
ended December 31, 1983, filed with the Securities and Exchange Commission, and which 
hereby is incorporated by reference.

— Warrant Agreement between Tiger International, Inc. and Private Lenders dated as of 
September 30, 1983, filed as Exhibit 10.19 to Tiger International, Inc.’s annual report on Form 
10-K for the fiscal year ended December 31, 1983, filed with the Securities and Exchange 
Commission, and which hereby is incorporated by reference.

— Tiger Note, principal amount of up to $5,349,000, from Tiger International, Inc. to The Flying 
Tiger Line Inc. dated December 30, 1983, filed as Exhibit 10.21 to Tiger International, Inc.’s 
Registration Statement on Form S-l, Registration No. 2-88929, filed with the Securities and 
Exchange Commission on January 17, 1984 and which hereby is incorporated by reference.

— Supplemental Retirement Income Plan, as amended, between Tiger International, Inc. and 
Wayne M. Hoffman dated December 13, 1977, filed as Exhibit 10.1 to Tiger International, 
Inc.’s annual report on Form 10-K for the fiscal year ended December 31, 1980, filed with the 
Securities and Exchange Commission on March 23, 1981 and which hereby is incorporated by 
reference.

— 1981 Key Employees Stock Option Plan for Tiger International, Inc. and subsidiaries, filed as 
Exhibit “A” to Tiger International, Inc.’s Proxy Statement, filed with the Securities and 
Exchange Commission on April 30, 1981 and which hereby is incorporated by reference.

— Form of Preferred Stock Note filed as Exhibit 10.28 to Tiger International Inc.’s Registration 
Statement on Form S-l, Registration Number 2-95706, filed with the Securities and Exchange 
Commission on February 7, 1985 and which hereby is incorporated by reference.

— Form of Company Note filed as Exhibit 10.29 to Tiger International Inc.’s Registration 
Statement on Form S-I, Registration Number 2-95706, filed with the Securities and Exchange 
Commission on February 7, 1985 and which hereby is incorporated by reference.

— Note Exchange and Payment Agreement among Tiger International, Inc., North American Car 
Corporation, and the Collateral Agent, and Exhibits A to I thereto, dated as of May 7, 1985.*

— Secured Tiger Note, between Tiger International, Inc. and North American Car Corporation, 
dated as of February 22, 1985.*

— Stock Pledge Agreement and Assignment, among Tiger International, Inc., North American 
Car Corporation and the Collateral Agent, dated as of May 21, 1985.*

— Assignment of 8,549,067 shares of Common Stock of the Flying Tiger Line Inc., pursuant to 
Stock Pledge Agreement and Assignment.*

* This document, which was filed with the Securities & Exchange Commission as an exhibit to Tiger 
International’s Annual Report on Form 10K for the year ended December 31, 1985, is hereby incorporat­
ed by reference.
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—• Flying Tiger Line Stock Agreement, among the Flying Tiger Line Inc., North American Car 
Corporation and the Collateral Agent, dated as of May 21, 1985.*

— Cash Proceeds Agreement, between North American Car Corporation and the Collateral 
Agent, dated as of May 21, 1985.*

— Certificate of Ownership of 8,549,067 shares of Common Stock of the Flying Tiger Line Inc., 
dated May 3, 1985.*

— Agreement between Tiger International, Inc., Hall’s Motor Transit Company and Hall’s 
Acquisition Corporation, dated December 13, 1985.*

— Receipt and Acknowledgement by Hall’s Acquisition Corporation of twenty-five shares of 
Hall’s Motor Transit Company Capital Stock.*

— Certificate of Ownership of twenty-five shares of Capital Stock of Hall’s Motor Transit 
Company.*

—■ Assignment Separate from Certificate by Tiger International, Inc. of twenty-five shares of 
Capital Stock of Hall’s Motor Transit Company.*

— Employment Agreement between Tiger International, Inc. and Robert P. Jensen, dated 
September 13, 1985.*

— Stock Option to Purchase Common Stock of Tiger International, Inc., for Robert P. Jensen, 
dated as of August 28, 1985.*

— Severance Compensation Agreement between Tiger International, Inc., and Robert J. Harter, 
dated as of August 2, 1985.*

— Proposed Asset Purchase Agreement between North American Car Corporation, et al. and 
General Electric Credit Corporation dated February 14, 1986, together with all Exhibits and 
Schedules thereto.*

— Tax Allocation Agreement, between Tiger International, Inc. and Members of the group of 
affiliated corporations within the meaning of Section 1504(a) of the Internal Revenue Code of 
1954 (as amended) dated as of December 20, 1977.*

— Proposed Settlement Agreement between Tiger International, Inc. and North American Car 
Corporation, relating to the tax benefit account of North American Car Corporation, together 
with all Exhibits thereto.*

— List of subsidiaries of Tiger Internationa], Inc. filed as Exhibit 22 to Tiger International, Inc. 
Registration Statement on Form S-l, as amended, Registration No. 2-94413, filed with the 
Securities and Exchange Commission on November 19, 1984 and which hereby is incorporated 
by reference.*

(b) Reports on Form 8-K
There were no reports on Form 8-K filed by Tiger International during the last quarter of the fiscal 
year ended December 31, 1986.

* This document, which was filed with the Securities & Exchange Commission as an exhibit to Tiger 
International’s Annual Report on Form 10K for the year ended December 31, 1985, is hereby incorporat­
ed by reference.
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The Board of Directors and Stockholders 
of Tiger International, Inc.

Los Angeles, California
March 26, 1987

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS ON 
FINANCIAL STATEMENT SCHEDULES

In connection with our examination of the consolidated financial statements of Tiger International, Inc. 
and subsidiaries at December 31, 1986 and for the year then ended, we have also examined the consolidated 
schedules included in this Form 10-K as listed in Item 14(a).

In our opinion, the consolidated schedules mentioned above present fairly the information required to 
be stated therein.



To the Board of Directors and Stockholders of Tiger International, Inc.:

ARTHUR ANDERSEN & CO.
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In connection with our examinations of the consolidated financial statements included in the Tiger 
International, Inc. and Subsidiaries’ annual report to stockholders included in this Form 10-K, we have also 
examined the Financial Statement Schedules listed in the Index to Item 14(a). Our examinations of the 
consolidated financial statements were made for the purpose of forming an opinion on those financial 
statements taken as a whole. The schedules are presented for purposes of complying with the Securities and 
Exchange Commission’s rules and are not part of the basic financial statements. These schedules have been 
subjected to the auditing procedures applied in the examinations of the basic financial statements and, in our 
opinion, fairly state in all material respects the financial data required to be set forth therein in relation to 
the basic financial statements taken as a whole.

Los Angeles, California, 
March 26, 1986.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON 
FINANCIAL STATEMENT SCHEDULES



TIGER INTERNATIONAL, INC.

1984

$ $

$(45,063)

(14,194)

$

See accompanying notes to condensed parent company financial data.
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Condensed Statement of Operations:
Revenues
Costs and expenses
Deferred income tax provision (benefit), net 

Condensed Statement of Changes in Financial Position:
Source of Funds

Net loss
Equity in (earnings) losses of consolidated subsidiaries,
Other, net
Funds used by continuing operations  
Equity of discontinued subsidiaries
Funds used by Parent Company operations  
Refinancing of Note Payable to North American Car.
Dividends and return of capital from subsidiary  
Proceeds from issuance of stock and debt

Funds Provided (Used)
Application of Funds

Increase (decrease) in investments, notes, advances or 
other

Funds Applied
Net increase (decrease) in working capital

Loss before equity in earnings (losses) of subsidiaries  
Equity in earnings (losses) of consolidated subsidiaries  
Income (loss) from continuing operations  
Losses and provision for losses on disposal of discontinued 

subsidiaries
Net loss

SCHEDULE III — CONDENSED PARENT COMPANY FINANCIAL DATA 
CONDENSED STATEMENT OF OPERATIONS AND STATEMENT OF 

CHANGES IN FINANCIAL POSITION

(2.481)
(2.481)

$(144,915)

(15,500)
$ (72,687)

(133,145)
$ (88,940)

(124)
(124)

$ 152,032

988
17,606
(1,667)
15,939

(14,951)
(42,236)
(57,187)

67,896
151,908

$ (88,940)
(61,761)

695
(150,006)

(3,906)
(153,912)

$(45,063)
17,518
13,351

(14,194)

11,974
6,516
4,296

$ (72,687)
42,236
2,052

(28,399) 
15,500

(12,899)
96,911

6,516
(147,396)

840
15,009
3,387
18,396 

(17,556) 
61,761
44,205

4,298
4,298

(2)

1985 
(In thousands)

For the Years Ended December 31 
1986

$ 779
29,515
(1.191)
28,324

(27,545)
(17,518)
(45,063)



TIGER INTERNATIONAL, INC.

CONDENSED BALANCE SHEET

ASSETS

$

LIABILITIES AND STOCKHOLDERS’ EQUITY

5,1214,510 $$

See accompanying notes to condensed parent company financial data.
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Deferred credits and other.
Stockholders’ equity(2)

Cash
Other current assets 

Property and equipment, net 
Investments and other

Investments in subsidiaries:
The Flying Tiger Line Inc. 
Warren Transport, Inc

Current liabilities
Long-term obligations:

Debentures(l)
Note Payable to North American.

Net payables to subsidiaries:
The Flying Tiger Line Inc. 
Warren Transport, Inc

61,305
107,245
168,550

197,816
18,830

216,646
318

2,353 
$228,103

74,946
(863) 

74,083
8,343

(41,139) 
$228,103

63,385
118,921
182,306

216,267
29,871

246,138
938 

1,875 
$258,350

74,855
2,974

77,829
9,442

(2,592) 
$258,350

9,223
176

9,399

________December 31_____
1986 1985

(In thousands) 
$ 8,695

91
8,786

(1) Includes $837,000 of New 1116% Debentures and $1,064,000 of Old 11V5% Debentures held by Flying 
Tigers at December 31, 1986 and 1985.

(2) Includes Common Stock at a cost of $2,021,000 and $1,870,000 at December 31, 1986 and 1985 held 
by Flying Tigers.
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Restrictions on the Transfer of Funds From Subsidiaries to the Parent
At December 31, 1986, Warren Transport is free from restrictions limiting dividends and advances to 

Tiger International. In connection with the debt restructuring agreements, The Flying Tiger Line Inc. is 
prohibited from advancing funds to Tiger International, Inc. See “Note 4 — Long-Term Debt” and “Note 
11 — Subsequent Events” of “Notes to Consolidated Financial Statements.”

Cash Dividends Paid to Parent From Consolidated Subsidiaries
During the year ended December 31, 1986, Tiger International received $12.0 million in dividends and 

return of capital from Warren Transport. Tiger did not receive dividends from any other subsidiary in 1986. 
During the years ended December 31, 1985 and 1984, Tiger International did not receive any dividends 
from its subsidiaries.

TIGER INTERNATIONAL, INC.
Notes to Condensed Parent Company Financial Data

Parent Company Debt
Included in parent company long-term obligations is $14.1 million of Il'/2% Debentures due October 

1995 and $20.8 million of 1116% Debentures due April 1995 issued in connection with the acquisition of 
Seaboard World Airlines. Tiger’s investment in Seaboard World Airlines was contributed to The Flying 
Tiger Line Inc. in October 1980. For further information on the parent company long-term debt, see 
“Note 4 — Long-Term Debt” of “Notes to Consolidated Financial Statements.”

New Tax Sharing Agreement
Subject to the obtaining of any required lenders’ consents, Tiger International and Flying Tigers 

entered into a new tax sharing agreement (“New Tax Sharing Agreement”) to replace an existing tax 
allocation agreement. In addition, Flying Tigers agreed to settle any past obligation of Tiger International to 
Flying Tigers with respect to the tax allocation agreement and to settle certain intercompany notes.

The settlement of the tax allocation agreement and certain intercompany notes will be accomplished by 
the payment by Tiger International to Flying Tigers of $74,946,000 of Tiger International’s notes (“New 
Tiger Notes”). Subsequent to the completion of the proposed refinancing and the termination of the Flying 
Tigers’ Restructuring Agreements, it is contemplated that Flying Tigers will declare a dividend to its 
stockholders of the New Tiger Notes. Upon payment of the New Tiger Notes dividend, Tiger International 
and Flying Tigers will have no further obligation to each other under the tax allocation agreement or the 
intercompany notes.



TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

Additions

$

$

s

$

$$

(531)

125$$

(1) Includes $88 million related to discontinued operations for 1984.
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Buildings and leasehold improvements 
Terminal facilities and other
Construction in process  

Year Ended December 31, 1984
Equipment used in operations:
Equipment used in air cargo operations 
Equipment used in trucking operations.

Year Ended December 31, 1985
Equipment used in operations:
Equipment used in air cargo operations
Equipment used in trucking operations

Year Ended December 31, 1986
Equipment used in operations:
Equipment used in air cargo operations
Equipment used in trucking operations.

Buildings and leasehold improvements
Terminal facilities and other
Equipment acquisitions in process

Buildings and leasehold improvements
Terminal facilities and other
Equipment acquisitions in process

Transfers, 
Adjustments 
and Other! 11

Balance 
at End 

of Period

(41,061)
(44,886)
(37,307)
(5,919)

$ 916,360
54,583

970,943
88,690
81,715
28,884

$1,170,232

$ 4,012
1,142
5,154
2,403
3,911
(1,456)

$10,012

$108,603
8,294

116,897
2,831 
5,073 

56,070
$180,871

$ 19,201
37

19,238 
6,024 
1,406 
3,944

$ 30,612

3,583
74

3,657
697

1,059
305

5,718

1,678
171

1,849
2
4

(10) 
1,845

585
71

656

$ 813,898
8,320

822.218
51,869
77,919 

797
$ 952,803

$ 813,177
6,653

819,830
53,951
73,501
2,581

$ 949,863

$ 812,884
7,181

820,065
50,163
75,598
2,558 

$ 948,384

$ 9,245
1,425

10,670
5,399
2,778

29,767
$48,614

$17,230
394

17,624
2,234
3,499
3,931

$27,288

Retirements 
or Sales

(In thousands)

$ 812,884
7,181

820,065
50,163
75,598

2.558
$ 948.384

SCHEDULE V — PROPERTY AND EQUIPMENT 
For the Three Years Ended December 31, 1986

(3,825) $ 813,177
6,653

819,830 
53,951 
73,501 

2,581
(88,112) $ 949,863

Balance at 
Beginning 
of Period



TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

Additions

$ (2,394)

(2,394)

$

$ 3,314 $ 14,085

14,085

$ $

(1) Includes $39 million related to discontinued operations for 1984.
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Buildings and leasehold improvements
Terminal facilities and other

Buildings and leasehold improvements 
Terminal facilities and other

Year Ended December 31, 1985
Equipment used in operations:
Equipment used in air cargo operations 
Equipment used in trucking operations.

Year Ended December 31, 1984
Equipment used in operations:
Equipment used in air cargo operations
Equipment used in trucking operations.

Year Ended December 31, 1986
Equipment used in operations:
Equipment used in air cargo operations 
Equipment used in trucking operations. 

Buildings and leasehold improvements 
Terminal facilities and other

Balance at 
Beginning 
of Period

Balance 
at End 

of Period
Transfers, 

Adjustments 
and Othcr(l)

(5)
(2,399)

$289,047
2,867

291,914
19,891
41,376

$353,181

$ 47,940
592

48,532
2,795
5,489 

$ 56,816

$ 78,405
2,474

80,879 
847 

3,651 
$ 85,377

(167)
13,918

$315,509
3,455

318,964
20,772
45,886

$385,622

$375,533
3,936

379,469
22,690
50,276

$452,435

$289,047
2,867

291,914
19,891
41,376

$353,181

$309,541
27,248

336,789
23,323
41,215

$401,327

$315,509
3,455

318,964
20,772
45,886

$385,622

$ 53,900
7,577

61,477
4,363
7,556

$ 73,396

$ 49,253
481

49,734
2,564
5,352 

$ 57,650

Retirements 
or Sales

(In thousands)

$ 19,084
4

19,088 
1,914 

974
$ 21,976

3,314
646
795

4,755

SCHEDULE VI — ACCUMULATED DEPRECIATION AND 
AMORTIZATION OF PROPERTY AND EQUIPMENT 

For the Three Years Ended December 31, 1986

$ 4,011
(29,484)
(25,473)

(6,948)
(3,744)

$ (36,165)



TIGER INTERNATIONAL, INC. AND SUBSIDIARIES

$ 9,891 $ 48,693

2,235

11,952 7,178

16,912 5,836

as other de-
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Balance at December 31, 1983
Additions (deductions) —
Provisions charged to costs and expenses.
Amounts charged to reserve
Transfers to discontinued operations
Other

Balance at December 31, 1984
Additions (deductions) —
Provisions charged to costs and expenses.
Amounts charged to reserve
Other

Balance at December 31, 1985
Additions (deductions) —
Provisions charged to costs and expenses.
Amounts charged to reserve

Balance at December 31, 1986

32,166 
(27,206)

31,205
(28,819)

(325)

686 
(2,028)

Aircraft 
Overhaul 
Reserves

43,836 
(39,328)

73,876 
(60,011)

S 63,013(2)

27,757 
(30,382)

$ 14,287

858
(498)

S 6,196

57,157 
(58,300) 

1,678
49,148

(4,588)(1)
48,613

SCHEDULE VIII — VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 
For the Three Years Ended December 31, 1986 

Allowance for 
Doubtful Accounts 

and Revenue 
Adjustments

Inventories 
Allowance 

(In thousands) 
$ 4,943

(1) Consists primarily of the settlement of overhaul deposits and other related assets.
(2) Includes $46,013,000 classified in accumulated depreciation and $17,000,000 classified 

ferred credits.
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Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Chairman of the Board, 
President, Chief Executive 
Officer and Director 
(Principal Executive 
Officer)

Senior Vice President — 
Chief Financial Officer 
(Principal Financial Officer)

Vice President — Controller 
and Treasurer (Principal 
Accounting Officer)

TIGER INTERNATIONAL, INC. 
(Registrant)

Joseph k. McDonnell

Joseph K. McDonnell

LOWELL C. FREIBERG
Lowell C. Freiberg

CHARLES T. MANATT
Charles T. Manatt

CHARLES LUCKMAN
Charles Luckman

Joseph k. McDonnell

Joseph K. McDonnell
Vice President — Controller & Treasurer

STEPHEN M. WOLF 
Stephen M. Wolf

LARRY G. MORRIS
Larry G. Morris

GERALD R. FORD
Gerald R. Ford

KELLY H. BURKE
Kelly H. Burke



Title DateName

Director March 26, 1987

Director March 26, 1987

March , 1987Director
William F. Schmeid

March 26, 1987Director

March 26, 1987Director
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WILLIAM E. McKENNA
William E. McKenna

STEPHEN M. PECK
Stephen M. Peck

RALPH STRANGIS
Ralph Strangis

SAUL P. STEINBERG
Saul P. Steinberg



Officers

Directors

William F. Schmied

Saul P- Steinberg

Ralph Strangis

Tiger International, Inc.
Stephen M. Wolf 
Robert J. Harter, Jr. 
Larry G. Morris 
Joseph K. McDonnell 
The Flying Tiger Line Inc. 
Stephen M. Wolf 
James A. Cronin 
Ronald D. Marasco 
Larry G. Morris 
Lawrence M. Nagin 
Paul A. Stokes 
Edwin H. Wallace 
Thomas H. Barron 
Larry D. Goodwin 
Jack T. Kane 
Roy A King 
Cyril D. Murphy 
Donald E. Pritchett 
Charles W. Thomson 
Warren Transport, Inc. 
Robert J. Molinaro 
Harold C. Andrews 
Kenneth R Nelson 
Howard A. Peterson 
Richard L. Donnelly

Charles Luckman
Charles T. Manatt
William E. McKenna
Stephen M. Peck

Lt. General (Ret.) 
Kelly H. Burke 
The Honorable 
Gerald R. Ford 
Lowell C. Freiberg

Chairman of the Board, President and Chief Executive Officer
Senior Vice President - Marketing
Senior Vice President - Operations
Senior Vice President - Chief Financial Officer
Senior Vice President-Administration and General Counsel, Secretary
Senior Vice President - Pacific Division
Senior Vice President - International Sales and Service
Vice President-Finance
Vice President-Market Planning
Vice President - Sales
Vice President-Atlantic Division
Vice President-International and Governmental Affairs
Vice President-Flight Operations
Vice President - Human Resources

Chairman of the Board, President and Chief Executive Officer 
Senior Vice President - General Counsel and Secretary 
Senior Vice President - Chief Financial Officer 
Vice President - Controller and Treasurer

President and Chief Executive Officer
Senior Executive Vice President - Assistant Secretary and Treasurer
Executive Vice President - Director of Marketing
Executive Vice President - Comptroller
Vice President - Operations

Chairman of the Board, President and Chief Executive Officer- 
Tiger International, Inc. and The Flying Tiger Line Inc.
Chairman of the Board - Stafford, Burke 
and Hecker (Aerospace Consulting Firm)

Former President of the United States of America
Senior Vice President. Treasurer and Chief Financial Officer- 
Reliance Group Holdings. Inc. (Holding Company)
Founder-The Luckman Management Company (Architects)
Manatt. Phelps. Rothenberg & Phillips (Law Firm)
General Partner-McKenna Equities (Private Investment Company)
Senior Vice President and Chief Investment Officer-
Reliance Group Holdings, Inc. (Holding Company)
President and Chief Operating Officer-The Singer Company 
(Diversified Manufacturing Company)
Chairman of the Board and Chief Executive Officer- 
Reliance Group Holdings. Inc. and Reliance Group. 
Incorporated (Holding Companies)
Founding Member - Kaplan. Strangis & Kaplan (Law Firm)

Tiger International, Inc. 
The Flying Tiger Line Inc.
Stephen M. Wolf
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