Decision No. _

en ORIGHAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of WESTERN AIR LINES, INC.,
for an increase {n intrastate air
passenger fares.

Application of TRANS WCRLD AIRLINES,
INC., for Oxder authorizing passenger
rate increases and authority for short
notice filing pursuant to Sections 4.1
and 4.2 of General Order 105-A.

Application of BONANZAIAIR.LINES;'INC.,
for an increase in intrastate air
passenger fares.’ E

Applicatiéﬁfﬂd!;42417 o
Applicatioﬁ Nb.v42430‘

Application No. 42435

Application of AMERICAN AIRLINES, INC., L
for authority to increase intrastate Application No. 42452
passenger: fares. | ' o
Application of UNITED AIR LINES, INC., I R
for suthority to make certain changes - Application No. 42461
in its intrastate passengexr faxes, e e
resulting in increase. _
Application of WEST COAST AIRLINES, INC.,
for authority to increase intrastate -

' AﬁplicéﬁioﬁfNo.“42537’
alr passenger fares. S

D. P. Renda and John W. Simpscn, for Western Air-
Lines, Inc.; Brobeck, Phlegcr and Harrisom, by
Geo. Rives, for Trans World Airlines, Inc., and
United Air Lines, Inc.; R. E. Hill, for Bonanza
Alr Lines, Inc.; Lawrence G. wire, for Amexrican
Airlines, Inc.; Dennis R. Keliev, for West Coast
Alrlines, Inc.; applicants.

Chas. C. Miller, for San Francisco Chamber of
Commerce; Henrv E. Jordan, for City of Lomg:
Beach; interested parties.- :

J. Calvin Simpson, for the Commission staff.

On June 23,,1960,vthe‘Civil Aeronautics Boéfd iﬁ'i;s'Q:der‘f
No. E-15436 in Docket No. 11428 authorized air lines to increase .
‘thesir interstate fafes‘by Z%ﬁpefcent pIu$1$i-005péiﬂoﬁéfﬁiyftickéf}ﬂﬁ

¥ :
-




'A. 42417 et al. ET

to become effective July l 1960 Applicants have published the
increases in interstate fares and :.n intrastate fares in all states
other than California and Pennsylvanz.a. At the times of the: hearings .

herein the matter of increased fares in’ Pennsylvania was under con-

s:.derat:.on by the regulatory agency in th.at state. : By these applz.ca- o

t:.ons, applicants seek authority to- publish the increased fares in
California | - B

Public hearings were held at San Francisco before | v
‘Comm:.ssioner Matthew J. Dooley and Examiner J. E. Thompson on Octo-
ter 11, 13 and 14, 1960. The matters were taken under submiss:.on =
October 21, 1960 upon the fil:z.ng of 1ate-f11ed Exhibit No. B-Z

With omne except:.on, the local. and jo:.nt fares proposed by
applicants are wniform. American presently h.as a bigher coach fare
between San Diego and Los Angeles. It proposes to increase its
present $7 35 fsre first by $0. 75 which was authorized by CAB 5
July 24, 1959 and then by 2% percent plus L .OO to $9 35.‘,_‘-‘ B
- On some of the short segments, such as Los Angeles to San Diego, San
Francisco to Oakland and San Franc:.sco to Sacramento some applicants
propose increases greater than 25 percent plus $-1 00._'_ 'J.'his results
from a difference in the author:.tz.es granted to United Airln.nes by

the Civil Aeronautn.cs Board in February 1958 and by the Comission

in United Airlines, Inc.,_et al.,’ 56 Ca’.l.. P.U.C. 374. '.rhe fomer
granted United authority to increase a‘.Ll fares 'by 4 percent plus N

.OO. The Commission granted a similar :anrease, held down, how-

ever, to the 17 percent increase sought by United in its application. o

This resulted in United havmg lower intrastate fares than interstate
fares for those seg:nents where 4 percent plus $1 .00 exceeded 17 -
percent. Western and TWA published fsres competitive to those of.
United s on those short-haul segments. Ihe following is a tabulatn.on

of some of the present fares and proposed fares..v.\‘ S
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TABIE I
ONE-WAY FARES. |
(Not Includ:.ng Jet Surcharge) -
FIRST cmss .

Between | Carriexrs Presenti,:-:", B

1os Angeles and: o o
San Francisco ' WA, UA, TWA $23.95 .
San Diego WA, UA, BL, AA . -9.10. .-
Palm Spr:.ngs WA, BL - . 1030 0
Fresno .. VA, TWA - 15.65 . o

San Francisco and: - o : e
San Diego - - WA, UA - ‘ 31.00- -
Fresno. ‘ ' : : Co k2100
Sacramento S o L . 6 95~.‘-” Co
Oakland : g : : | 4 1_0,]- L

: a ‘ - ' 465

| Between

Los Angeles and:. o
San. Francisco WA UA, TWA
San Diego WA, UA
,: :“ﬂ . o ' AA g
San Francisco smd: - R,
San- Diego- TA, WA ‘ 20.85
Sacramento ua - X - 5. 90 .
(1) Increase greater than 2% percem: plus $1. 00
but does not exceed an amount computed by -
taking fare applicable in 1957 and applying
increases of &4 percent plus $1.w and 2% pex-
cent plus $1.00. B
2 American's proposed fare is- determined by
taking present fare of $7.35. and adding
75 cents, which increase was' guthorized by -
the CAB July 24, 1559, and ﬂ-zcreaw.ng by 2%
percent 'p'J.u.. $L.00. B
Bonanza and West Coast are local semce 1mes Whlch have B
been el:.gn.ble to receive and have received federal subs:!.dy.‘ “The-
:x.ncreases in revenues wh:x.ch would result from the proposed fare
increases would not result in their operatn.ons being condueted at

profit. We find that the increases proposed by these appl:.ca.nts are
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juStified We recognize that West Coast and Bonanza compete witb _
trunk line carriers on segments: operated in California and that fares
higher than those maintained by competing‘trunk-lines mayjnotmbe‘,_,"
- economically feasible. .. - o o o
American is one of the four maJor domestic air lines and |
has extensive operations in North.America. Its California\serVice\ises‘i‘
restricted to traasportation between San Francisco and Oakland and
_between San Diego and Los Angeles.. Patronage on the former segment.
is negligible. The San Diego to Los Angeles segment which is served”m“
as a part of through flightsrto or from eastern points, provides |
0.06 percent of American’ s total passenger miles.' That percentage

includes both intrastate and interstate traffic on that segment.

Three other applicants tranSport passengers between Los Angeles and
San Diego. A local air line not involved in this proceeding providesﬁ
coach service between said points at a fare Substantially lower than
that proposed by American. American Stated that had the proposed
fares been in effect September 1959 the amonnt of additional revenuea
annnalized would have been $36, 500. It is _mportant to American to
maintain its intrastate fare structure on the Same basis as its‘
interstate fare structure.‘ Upon consideration of all the facts - we -
find that the proposed. fare increases are Justified.- o

" TWA serves Los-Angeles, Fresno, Oakland and San Francisco.f;'
Its intrastate service is restricted to flights having origin or
destination at Albuqnerqne or east thereof. At present Fresno is
served only'With eoach sexrvice consiSting of one flight in ei*her
direction to San Francisco or Los Angeles. -

TIWA maintains comprehensive statistical data regarding its.

operations. It has separated expenses and revenues on Californ_a .
operations by types of aircraft, by cypes of service and also witn .

respect to operations between each.pair of termini served in

Califormia.’
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TABLE IIX
 TWA

CALIFORNIA INTRASTATE OPERATIONS
FOR_YEAR ENDED JUNE 30, 1960

- | - ‘ - Net
M) California Intrastate Total - Total = =  OQperating
Segment Passengers Passengers Revenue.  Cost . _Income *

First Class

Coach

 LAX-SFO 95,616 59,288 888,193 1, 735,857 -(847 664)'-; o
LAX-FAT 6,367 3,393° 40,140 93,701 - ( S3.561) .
SFO-FAT 52272 3440 32)303 101,833 ( 69,530)

LAX-SFO. ' 26,960 '13,551.,_ $ 322,911 v._s;:_g;z,;zs&;;;_‘g‘-‘(m;g,g;)_:y;-__-;:_,:

SFO-0AK 287 198 7806 4,997 (4391).;.-7‘;.7-'.*-

LAX-BUR - 47 ‘ |
. Total 134,549 79, 870" $1, 29, 153 $2 560 656 $(l 266 503)
(1) In both directions. LAX = Los Angeles, | |
SFO = San Francisco, FAT = Fresno, .
OAK = Oakland and BUR Bur'bank

* Red F:Lgure.

'I’WA estimates that bhad: the proposed fares been in effect :.ts' |
net operating loss would have been $1, 156 837 representing an increase
in net income on First Class of $21 096 and on Coach of $88 570.
TWA's proposed fares coamparxe favorably w!.tb. those maintained by :.t on
segments of comparable distance :'.n the Uni.ted States. We f:md that the \
increases proposed by TWA have been justif:‘.ed. o o

Western Air Lines, Inc-, here:.nafter called Western, is a
trunk line carrier with operat:x.ons in the western states and serv:.ng
Zdmonton, Cauada and Mex:.co Cn.ty, Mexico. It serves the follomng o
California cities: San Diego, Long Beach, Los Angeles, Palm Springs,
San Bernardino, Oakland and. San Francisco- It publishes fares for |

coach sexrvice between those cn.t:.e.s other than Palm Spr:.ngs and San

bernardmo. Western also provn.des serv:.ce to other Califom:.a points
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undex joint fares with the other appli‘cants* hereip"and Pacific Air

L:.nes Inc .y

If offered an exh...bz.t shovdng that for the yeax ended
June 30, 1960 it operat:ed at a loss on California :.ntrastate opera-»
tions as well as on California segments. Table III set:s forth the .

results shown for its intrastate operations. -

TABLE " 111

SOMMARY OF REVENUES AND EXPENSES FOR -
CALIFORNIA INTRASTATE PASSENGER OPERATIONS
OF WESTERN AIR LINES, INC, -

YEAR ENDED JUNE 30, 1960

First Class | Coach - Total
Traffic . Traffic - Traffic

Passenger Revenue $3,706,186  $2,168,873 - $5,875,059
Excess Baggage Revenue 31 140 18,062 - 49 202 -

Total $3,737,326  $2,186,935  $5,924,261
Passenger Expenses | 3,869,266 2,536,721 6,405,987
' Operating Profit (Loss) $ . (131,940) $ (349}786) $ (431 726)

Increases in Revenues from
Propgsed Increased Fares

Passenger Revemue $ L 217,608 S 496, 7491[7 o
Excess Baggage Revenue 2,328 1,§ 2806 4,134

Total = § 279,469 29, 414 i‘ 5 498 sa.;‘i.'f |

Operating Profit (Loss)Had o
Proposed Fares Been in Effect § 147,529‘- $ (130 3‘72) $ 17“,,1‘57_;"

The results shown in Table III as operating profit had proposed fares E
been in effect do not take into cons:’.derat:.on mcreases in e‘cpcnses
wh.:.ch are related to revenues, Such as commzss:.on expense. We fn.nd

the proposed increases are Justifled

| 1/ Paciiic Air Lines, Inc., filed Applicat:.on No. 2»2750 on October 13,
1960, seeking authority to increase its fares ‘by 235 pe::cent: p‘.l.us
$1 00 per one-'way ticket. : . o
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United Air Lines has extensive operations 3.11 Californ:.a.
Its Califormia intrastate passenger revenues are more than those of
the other appl:.cants combined.. It was estimated tbat bad the pro-
posed f£ares been in effect in Caln.fornia for the twelve-month penod S
ended June 30, 1960, the gross passenger revenue would have 'been
increased by 1% million dollars or an average increase in Californ:.a
intrastate revenues of 8.3 percent. | |

United presented a. Summary Statement of the operating
results for the twelve months ended June 30 1960 under present fares

and undexr proposed fares- ‘rhose results are  set forth in ’rable IV. o

TABLE IV

. SUMMARY OF REVENUES AND EXPENSES FOR
CALIFORNIA INTRASTATE PASSENGER OPERATIONS
OF UNITED AIR LINES, INC,

YEAR ENDED JUNE 30, 1960

Piston Aircraft Aireraft - - Total

Present Fares:

Passenger &Baggage Revenue  $16,324,374  $2,016,373 . -$18,340,747
Operating Expenses 20,373,174 _1,. 842 476} 22,215,648

Operating Income (Loss) $(4 O&8 800) $ 173 399.:‘.~., $_(3,8,74;901) i o
Proposed Fares: ' , L

Passenger & Baggage Revenue $17 690 073 $2 174 681‘ ) $l§‘,,‘864,754~

Operating Expenses 20,373,174 1, 8L2.474 22.215.648

Operating Tncome (Loss) -scz 683,101) § 332 207 ‘$~<2,3‘so~,394> \-

United :.naugurated Jet service :.n Cal:.fornia on. October 31
1959 with DC-8 ﬂights between 'I..os Angeles and’ San Francisco._" It
attributes the profitable operat:[on o:E these a...rcraft during the
period ended June 30, 1960 to very high load factors caused by the
newness or novelty of jet service. It was tated t'nat United e:cpects
that high load factor to d:.ms.nish acmewhat. Oa Septem‘ber 1, 1960

. United :maugurated sexvice. w:Lth Boeing 720 3et aircraft between
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San‘Diego, Los Angeles and San Francisco. The emdence shows that it |

has moxe of that type alrcraft as well as twenty Caravelle a:.rcraft
oxdered. Those aircraft are designated a.s medium short range Jet
aircraft; however ’ that des:.gaat:.on relates to: d:LStances of 500 to |
1,000 miles. It would appear that’ for the :x.med:'.ate future, expans:.on L
~of Jet service by United in California will cons:.st of ncreasn’.ng Jet |
schedules between San Diego, Los Angeles and San Francn.sco rather than j
extension of jet service to other Californ:.a pomts wh:\.ch are served
on schedules of comparat:.vely short hops. United's. present plans '
contemplate coatinuance of the use of its pu.ston aircraft on the short |
hops in California. |
No one bas opposed the granting of the increases sought. -
The methods of separatmns and allocations of expense in many reSpects g
are different from methods used by pu‘blic ut:.l:.ties, however, the |
procedures used by Un...ted and the other applv.cants in allocatn.ng
expenses to types of a:[rcraft and the showings made by them are ,
similar to those submitted by applicants to- the Civ:’.l Aeronautics -
Board. We find that the showmg made by- ‘the reSpective appl:f.cants | |
Justa.fres the increases sought. In so doing we are not approv:.ng the |
separat:.on methods and formulae employed to show results of
form.a mtrastate operatn.ons.‘ | - o
Appl:.cants requested authority to malce the increased fares L
cffeetive on f:’.ve-days notice. 'rhe request is. _;ustif:.ed and wi.:.l oc

granred.

Based on the evidence of record and on the findings and
conclusions set orth the preced:.ng opinlon »
| IT IS ORDERED: | e
1. ‘I‘h.at West Coast A..r".:x.nes, Inc., is authorized to S
establ:.sh the increased passenger fares proposed :ta :f.ts applicat:.on |

herein. -
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2. 'l'hat Bonanza Air Lines, Iuc., is authorized to. establish"’\' N

the increased. passenger fares set forth in :.ts Exhibit No. B2 in
this proceeding. | | B L
3. That American Airlines, Inc. y is authorized" to . establ"é.h
the increased passenger fares propoaed in its application here:f.n.
4. That Trans World Airlines, I.nc. , is authorized to

establish the increased. passenger farea aet £orth: in its Exhibit
No. TWA=4 in this proceeding

5. That Western Air I.ines, Inc., is authorized‘ to establishi o

‘the increased passenger fares set forth in :x.ts Exhibit No. WAL-19 in
this proceeding. | B R
6. 'Ihat United Air Lines, Inc., is authorized to establish
the increased passenger fares set forth in its Exhibit No. U-2 in ”
this proceeding. ‘ , i
7. That applicant:a are authorized to establish the
increased farea authorized herein to become effective on not less

than five days' notice to the Comission and to- the pub‘iic. _

The effective date of this order shall be twenty days after :: o
thedatehereof. | o o o
Dated at ___ Son Franciseg - , Califo mia,thisowézday




