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Decision No'. __ 6_1_2_24 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE' stATE OF CALIFORNIA . 

Application of WEstERN AIR LINES,," INC.~· )-
for an increase in. intrastate air ) 
passenger fares.; ') 

App11cationNo ~ 42417 

Application of 'TRANS WORLD AIRLINES~ 
INC .. ~ for· Order authorizing, passenger 
rate inC1:eases and authority for short 
notice filing pursuant to Sections 4.1 

Application No. 42430 

auel 4 .. 2 of General Order lOS-A. . 

Application' of BONANZA AIR.I.Dt"ES, INC. ~ 
for an increase' in. intrastate air 
passenger fares. 

. Application No.. 42435 

AppliC.l.t5.on of AMERICAN AIRLINES,' INC., ' ) 
for authorlty to increase ineras'Cate ) 
passenger: fares. ) 

Application No.. 42452 

Application. of UNITED. AIR I.INES~ INC., 
for authority to make certain changes 
in its intrastate passenger fares" 

) 
) 

~ 
Applieation ' No.. 42461 

resulting in increase. ' 

Application of 'WEsr COAsrAIRLINES, INC.~) 
for authority to increase intrastate .) 
air passenger fareS. ) 

Application No .. 42537 

) 

D. P .. Renda and John W. Simpscn:. for Western Air 
Lines, Inc.; Brobeck, l?hlegcr and Barrison~ by 
Ceo. Rives, for Trans World Airlines,. Inc., and 
unitea Air Lines~ Inc.; R. E. Rill, for Bon.:mza 
Air Lines, Inc .. ; Lawrence G. Wire, for American 
Airlines, Inc.; Dennis R. Kefiey, for West Coast 
Airlines, Inc.; applicants. 

Chas. C. Miller, for San Francisco Cb.amber of 
COmmerce; Henrv E. .r ordan, for City of Long 
Beach; interested parties ... 

.J. Calvin Simpson, for the CommiSSion staff • 

. () P! N ION -- .... ------. 

On June 23, 1960,. the Civil Aeronautics Board in its Order 

No. E-l5436 in' Docket No. llLIo28 authorized air 'l1n~s to illCTeaSe .. 

their interstate fares by ~' percent plus $1.00' per: one-way tick~t:" 
. " . 
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. , . '. 

to bec:omeeffectiveJuly 1, 1960. Appl:[cantsbavepublished the- ' 
increases in interstate fares and in intrastate fares,in'all states 

other than Califo~ and Pennsylvania", " At the times.aftbe'hearlngs 

berein the matter of increased fares in' Pennsylvaniawasynder c:oo.­

sidera tio'O by the regulatory agency in that seate ~ ,By these applica- " 
" . ' . 

tio1l;S, applicants ~ek authority to'.publish the 'increased' fares 'in, 

California.. 

Public hearings were held at san Francisco before' 

Cotmn1ssioner Matthew J., Dooley and ExaminerJ. E. Thompson on Octo-
• • + I , 

ber 11, 13 and 14, 1960. The matters weretakeu undersubm1ssion 

October 21, 1960 1SpOtl the filing of late-filed 'Exhibit No,. B-2. 

With one exception, the loeal, and joint fares proposed· by 

applicants are uniform. American presently bas a ,', higher, coach fare 
, . 

between San Diego and' Los ,Angeles. It proposes to ,increase1ts" ' 
, , 

present $7.35 faref1rst by $O~75 which waS authorized by ,CAB:. " 

July 24,1959 and then by 2% y~rc:eut plus $l~OO'to $9.35 ... 
. ,." 

On some of the short segments, such as Los Angeles to San D1ego~' San 

FranciSCO to Oakland and San Francisco to Sacramento-some, applicants 
". . , 

propose increases greater than 2~' percent plus' $1.00 .. , This results 
, .' . 

from a difference in the authorities. granted "to United' Airlines by 
the Civil Aeronaueies Board in February 1958 and by the"Comm!ssion . 

in United Airlines, Inc .. ! et a1.,' 56 ~l. P.u .C. 374. !he former' 

granted United authority to :increase all fares by 4 percent, plus " 

$1.00. 'Ibe'Comm1ssion granted a similar increase~,he1d down~ how­

ever ~ to the 17 percent increase sought by United in itsapplieation .. 

This resulted in United having. lower intrastate, fares'than.:tnt~i:-state" 
. , 

", 

fares for those segments where 4 percent -plus $l.OOexc:eeded 17 

percent. Western and 'twA pu~lishec::t fares c~tit:tve to t:h~se"of' 
United' s on those short-haul segments. !he following 1$ a tabulation 

of some of the present- fares and proposed fareS:~,' 
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TABLE I 

ONE-WAY FARES 

. ~O't Inc~udingJet Surcharge) 

FIRS! CLASS' 

. Be t:we en 

!.os Angeles- and: 
San Francisco 
San Diego 
Palm Springs 
Fresno' .. 

Sau hancisco· and':' 
Sau. Diego· 
Fresno 
Sacramento 
. n 

Oakland 
;.l 

ktween 

loS-Angeles and:., 
San Francisco 
San Diego 

. . " 

San' FranciSCO and: 
San' Diego·· 
Sacrament:o 

Carriers 

WA, UA~ TWA 
WA~ UA~ J3.L~. AA 
WA> .BL 
VA,. TWA' 

WA, trA 
UA,·· 'NA 
UA 
WCA. 
WA, UA,· '1'W'A . 
WCA, M 

COACH 

W'A,. UA, NA 
WA, ·UA . 
AA 

UA, WA 
UA 

Present .•... 

$23.95 
·9.10 .. 
10~30 . 
15.65 .. 

. 31.00;···· . 
12.10 . 
. 6.9$. 

7 .. 15·.·· 
4.10 . 
4.65···· 

.$15.05 
6 .. 50 

'.7.35' . 

20.8.5 
5.90' .. 

PTopOsed 

$2S .. 55· 
10.·35'· 

'11_60' 
"·17.05 

32~80 .. 
, .13-.4>'. 

8.35:(1) . 
8-.. 35· 
5-.80.(1) .:. 

. ·5 .. 80· . ;-, 

·$16 .. 45·· 
8.00(1).· 

"'9.35(2): ... 
, , '. 

" ',1' • 

22.40' 
7.05 

(1) Increase greater ~ban 2~percent plus ~l .. OO 
but does. not exceed au amount computed by 
taking fare applicable in 1957 ~d applying .. 
increaSes of 4 percent plUS $1.0'.1' aud: 2;~ PeT­
cent plus $1.00. . . ' ... 

(2) American's proposed fare is· determined by 
tak:i.ngpresent fare of $7 .. 35. and adding . 
75 cents, which. increase· was' authoriied: by 
the CAl> July 24, 1959, and i:l.cr~as).ng by 2~ 
percent plu:; $J •• OO.. .' . 

Bonanza and West Coase are local service lines which have 

'been eligible to recei.ve and have received fede~al subsidy.. The 
. ,.' 

increases in revenues which would result from the p~oposedfare 

increases would not result in their operationsbeingconducted'at a 

profit. We find 1:hat the. increases proposed by these ":Lpp1icAuts are 
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justified. ~e recognize that West Coast. and ,Bonanza- compete with 

trunk line carriers on segments. operated'inCal:Lfornia and that;fares 

higher than those mainuined by competing trunk lines may not be 

economically feasible. 

American is one of the four major domesti.c air lines' and, 

has extensive operations in North America.. Its· Californi.a :.service is 

restricted to transportation between san FranCisco ,. and. Oakland· and 

between San Diego and Los Angeles. Patronage' on the former ~ent .. 

is negligible. The San Diego to Los Angeles segm~t~ which is served .. 

as a part of through flights to or from eastern points,: provides·· 

0.06 percent: of American's·· total passenger miles. 'That, ~centage 

includes both intrastate and interstate traffic on that segment. 

'Ib.ree other applicants transport passengers between Los, Angeles and 

San Diego. A local airline not involved in this' proceeding: provides 

coach service between. said points at a. fare substantially lo~er'than 
',' " 

that proposed by American. American stated that had· the proposed 

fares been in effect September 1959' the amountofaddi1:ional revenues, 

annualized,. would have been $36,500 •.. It is important to', American to' 

maintain its intra. state fare structure' on the same basis. as its .. 

interstate fare structu.re. Upon cO'nsideration of all the·· facts,· we .. 

find that the proposed fare increases are justified. 
" ' 

NA serves Los Angeles, Fresno,· Oakland and 'San FraneiscO'. 

Its intrastate serviee is restricted to flights having origin or 

destination at Albuquerque or east thereof.. At present Fresno is .. 

served only with eoaeh serviee··consiSting of one flight in 'either, 

direC1:ion to San Francisco or Los Angeles. 

l'W'A maintains comprehensive- statistical data rega:rding its 

operations. It has separated expenses . .and revenues on Ca:li'fornia 

operations by types' of aircraft, by types of service and also· with 

respect to' ope:rations between each pair of termini .~rved' in· 

California. 
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Segment (1) 

. First Class.' 

UX-SFO.· 

Coach 

LAX-SFO 
LAX-FAT 
SFO-FAT 
SFO-OAK 
LAX-BUR, 

TABLE II 

TWA 
CALIFORNIA INTRAstATE OPERATIONS, 

FOR. YEAR. ENDED .JUNE 30, 1960 

California Intrastate 
Passengers Passengers 

26~960 

95~616 
6~367 " 
5.272 

287 
47 

'59,288: 
3,393' 
3~440 

198 
-.'. 

Total 
Revenue", 

888.193-
, 4O~l40 
,32,.303-

606 " 

Total 
Cost' 

1,735-.8S7· 
93.701 

101,833 
4997' , ~ 

, Net 
Operating 

Income- * 

Total 134,549 79~,870 $1.,294,153 $2~,560,656 $(1,266~50'3) 

(1) In both directions. LAX II Los Angeles, 
SFO = San. Francisco.;,. FAT =Fresno~ , 
OAK • Oakland, and BUR: = Burbank. 

* Red' Figure •. 

TWA estimates that bad the proposed fares,. been in effect, its 

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 r s proposed fares compare favorably with those maintained by' it, on' 

segments of comparable distance in the United States. ' We find·that'the 

increases' proposed by TWA have been justified •. 

Western Air Lines, Inc., hereinafter called Western, is' a 

trunk line carrier with operations in the western states and: serving 
. . " 

Edmonton~ Canada and Mexico City, Mexico.. It serves the following 

california cities: san Diego, Long Beach,. Los Angeles, Palm Springs, 

San Bernardino, Oakland and San Francisco,. It publishes> fares for' 

coach service between those citie:sother than Palm. .S~rings> and': San ' 
"., , 

wr.c.ardino.. Western also provide~ service to other California points 
:, .. 
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under joint fares with the other applicants herein and PacificA:ir' 

T':_,.,S Inc-Y NJ-U'-' ~ -

If offered an exh!bit sbowin~that for'the year ended' 

June 30, 1960 it operated at a loss on.~lifornia intrastate opera­

tions as well as on California segments.. 'table, III sets forth the 

results sbown for its intrastate operations. 

TAB'LE III 

SUMMARY OF REVENUES AND EXPENSES FOR. 
CALIFORNIA INTRAS""...A'IE PASSENGER OPERA'l'IONS ' 

OF WESTERN AIR. LINES) INC. 
YEAR D."DED JUNE 30, 1960 

Passenger Revenue 
Excess Baggage Revenue 

Total, 

~assenger Expenses 

Operating Profit (Loss) 

Increases in Revenues. from 
Proposed Increa'sed Fares 

Passenger R.evenue 
Excess Baggage Revenue 

First Class 
Traffic 

$3,706·,186 
31z14O 

$3,737,326 

:>'7869'1266 

$ . (131,940) 

$ 277)141 
2 7 328. ' 

Coach 
Traffic 

$2,163,873 ' 
18,052 ' 

$2,186,935- . 

2,1 536 z 721 

$ (349,786):. 

$ 217,608 . 
1,806, " 

. , 

Total 
Traffic 

$5 .. 8:75,059 
49 1202-

$5,924,261'" 

. 6 14057 987' , 

,.' $ {48·1, 726) 

$. 494 749-, , 

4 134" J . , 

$ 279',469- $ 219')4l4 
' ' $, 498 883·' Total 

Operating. Profit . (Loss) Had 
Proposed Fares Been in Effect $ 147,529 $ 

, , 

(130,312) $' 17,,157: 

The results shown in Table III as operating. profi.t had 'proposed fares· ' 

been in effec1: do not take into consideration increases in, expenses' 

which are related to revenues, such as commission 'expense~' We· find 

the ,proposed increases are justified .. 

17 PaC:i.iic Air L1nes,Inc., filed Application No. 42750 on October i'3, 
1960, seeking. authority to increase its fares by2~percent plus 
$1.00 per one-way ticket. 
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United Air Lines has extensive operations in California. 

Its California intrastate passenger revenues are more than tho,se of 

the other applicants combined. _ It was estimated that had: the pro­

posed fares been in effect in California for the twe1ve-month period 

ended June 30" 1960 ~ the g,:oss passenger _ revenue would have .been 

increased by l~ million dollars or an average increase :Ln' California 

intrastate revenues- of 8.3 percent. 

United presented a summary statement of the operating 

results for the twelve months. enc:1ed June 30" 1960 unc:1er _present fares 

and under proposed fares.. Those- results' are set -, forth' in Table' rv . 

TABLE IV 

SUMMARY OF REVENUES AND EXPENSES FOR. 
CALIFORNIA INmASTATE PASSENGER OPERATIONS 

OF UNtIED AIR LINES, INC. 

Present Fares.: 

YEAR ENDED .Jll'N"£ 30 1 1960 

. .Jet_­
Piston Aircraft Aircraft " Total 

Passenger & Baggage Revenue 
Operating Expenses 

$2~016~3-73· -•. $18",340 ,747 

Operating Income (Loss) 

Proposed Fares: 

Passenger & Baggage Revenue 
Operating Expenses 

Operating Income (Loss) 

1,842,474 22,215,648: . 
$(4,,048,800) -$ , 17,3,899-' '$(3,874~901) 

$17~690,07~' 
20) 373-,174 

$(2,683,101) 

$2,,174,681 
1,84Z,474 

$ _332,207 

$19~864,754 
22,21>,64S ' 

$(2,350,894) ,-

.' .. 

United inaugurated jet service in Ca1iforniaon: October 31 ~ , 
, . . . _'1: . "', " " 

1959 with DC-8 flights between los Angeles and San Francisco. - It 

attributes the profitable operation of these aircraft during the 

period ended June 30" 1960 to very high load factors caused. by the 

newness or novelty of jet service. It was stated'that United expects 

that high'load factor to oiminish somewhat. on 5eptem~r 1. 1$60" 

United inaugurated service with Boeing 720 jet'aircraft between 
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San Diego:J los Angeles and San Francisco,.. The evidence -shows that it 

has more of that type aircraft as well as twenty Caravelleaircraft 
.' . 

ordered. Those aircraft are designated as medi'Um short range jet 

'. " 

.' , 

aircraft; however, that designation relates ·to. distances of 500: to-

1,000 -ciles.. It would appear that' for the, immediate future, eXpansion 

of jet service by United in California will consist of increasing jet 

schedu.les between San Diego, !.oS' Angeles and San Francisco rather than 

extension of jet se%Vice to other California points wl'iichare served 

on schedules of comparatively short bops. Unit;edts present'pla:o.s . 

contemplate continuance of . the use .of its piston aircraft. onthe',sbort 

hops in California. 
, . 

No one has opposed the granting of, the increases. sought •. 

The methods of separations and allocations of expense in many respects' 

are . different from methodS used by public utilities; however, ,the 

procec!ures used by United and the ·otber 'applicants, in allocating 
. ", . 

expenses to types of aircraft and the showings made by them are 

Similar to those submitted by applicants to' the Civil Aeronautic's 

'Board. We find that the showing made bytbe respective applicants 

justifies the increases sought. In so doing. we are ·not approving ,the 

separation methods and formulae emt>loyed to' show results of ..... . 

California intrastate operations •. 

Applicants requested' authority 'to mal<ethe increased fares . 

effective on five, days' notice. the request is justified and .will be '. 

gr.llT!te4. 

Based 011 the evidence of record and on the findings and '. " 

conclusions set forth in the preceding opinion7 

IT IS ORDERED: 

1. !hat 'West CosstAir1.ines:J It:.c.,. is'au,thorized to" 

establish the :1nere~sed passenger fares. proposed:in its. applicRtion '.' 

herein •. 
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......... , 
" ··r 

.... 'f' ~ .. . ~ 

t . 

" 

'. 
,,' 

1, ' I 

" .' 

2. 'Iha1:' Bonanza Air Line., InC .. ~ 18 authorized i 1:0 establish' 

the increased, passenger fares set forth in its .Exhibit· No~ :S-2 in 

this proceeding. ,," 

3. that American Airl1nes~ Inc •• ' is authori-zed to establish 

the increased passenger £aras proposed in it. application herein. 

4.. That Trans World A1rl1nes~ Inc •• is. authorized to 

establish the increased passenger fares setforth"1nits Exhibit . . 

No. 'l'WA-4 1n this. proceeding. 

5. That Western Air Lines. Iuc •. ~ 1.8 4uthorizea: to establish 

. the increased passenger fares' set forth 1:0. its.. Exhibit. No.WAL-19: ::f.n 

this. proceed1ng.. 
I·, " 

6. That 'United Air Linea, Inc .. , is authorized "to establish· 

the increased· passenger fares set forth'in its" Exhibit· No •. U-Z. in .' .. 

this. proceeding .. 

7. That applicants.. are authorized to· establish .. the· . 
. , . 

increased faresautborized berein to become 'effective on not.' less' 

than five days.'notice to the. Commission and to the public;. 

The effective date of' this ordersball be ewen:tY'days after:· 

the date hereof .. . ....... ~.' 

Date<! at __ ·_San __ 'Fran ____ efwocJ ____ ' ___ , Ca11fOmia.this~'-'~Y 

of ___ .;;n ... e_c.e_m:=.9;:r.;'lUIr~ __ , 19"~. .',". 


