
BR/N'S • 
Decision No. __ 6_5_5_Z_9 __ _ 

BEFORE !BE P'O'SLIC UTILITIES COMMISSION OF Tl-::E STATE OF CALIFORNIA 

In the Matter of the Application of ) 
AIRPORTRANSI!, a corpo%ation, for ) 
autho%ity to in<:%ease its fa-resas ) 
a passenge.-r stage corpoxation. ) 

Application No.. 44530 
F1led . ..Tune 8,. 1962 

Ivan MeWhinney~' appeaxiug fox applicant. 
R. w. Russell" Chief Enginee-r and G¢nc%al Manager" 

by K. D. Walpert, Depa%tment of Public Utilities 
and Transportation, appeaxing fo'r City of 

. Los Angeles, :i.:ntexesteo pa:rty. 
Albert C. Porter, appeaxing for Commission staff. 

OPINION -- ... --_ ... --

Airportransit (applicant) provides passenger seage 

service for 1:he transportation of airline passengers, airline 

employees, employees of the Deparement of Airports of the City 

of Los Angeles" and employees of the Department of Airports of 

the City of Ontaxio: 

1. Between the Los Angeles and Hollywood territories, 
and the City of Beverly Hills, on the one band, 
and the Los Angeles International Airport: and the 
Lockheed Air TerminAl, on the other hand; 

2. :Between the West Los Angeles and Inglewood-Hawthorne 
~erritorie$, and the Cieies of SantA Monica and Culver 
City, on the one hand, and ehe Los Angeles Interna~ional 
Ai%port, on the other hand; 

3. Between the Los. Angeles and Hollywood territories, a.nd 
the Los Angeles International Airport, on the one hand, 
and the On~ario International Airport on the other hand; 

4. Beeween the san Fernando Valley tC'.r:rito:ry, and the Ci'Cies 
of Burbank a.nd GlendAle, on the cnc h;md, and 'the Los 
Angeles InternAtional Airport:, 'on the cUler bgnd; , 
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5. Between the Los Angeles International Airport 
and the Hollywood Park Race Track; 

6. Bet":.o1een the Los Angeles International Airport 
and the Lo<:~eed Air Terminal; 

7. Between the Los Angeles International Airport, 
on the one b.and, and. the Ontario International 
Airport, on the other hand, including service 
to and from said airports atld the intermediate 
poin1:S of El. Y~nte, West Covina, Covina, Pomona, 
Montclair and Ontario and the off·route point 
of the Los Angeles County Fairground.s; and 

8. Between the City of Glendale, on the one hand, 
and the Ontario International Airport, on the 
other band. 

In addition to the foregoing, applicant conducts tile sat­

ellite tram intra-terminal transportation whereby it carries passen­

gers between satellite terminals 81: the new Los Angeles Internati~': 

airport. This service commenced November 2, 1961, and is conducted 

in general with separate personnel and separate equipment. 

By this application filed on June 3, 1962,and .amended. 

at the tlearing on February 13, 1963, to alter the !,roposed rates, 

applicant seeks authority to 1ncrease\all of its certificated 

02cration fares. The applicant alleges that its: fares have not 

been increased . since 1959; that its operating expenses have 

increased materially; and that the fare increases proposed are 

necessary to permit it to earn a reasonable profit and to continue 

to provide the frequency and ~lity of service desired by ~ts 

patrons. 

Public hearings were held on February 13 and 14, 1963, 

Evidence was presented and 

the matter was submitted for decision~ 

-2-



A. 44530 ... 'I.?.:: * 

Applicant's present and proposed fAres ~re 3S follows: 

Between 

I..ockheed Air 
'te:rminal 

Los Angeles 
International 
Airport· 

Ontario 
Intero.ational 
Airport 

Present 
Fare 

Los Ange1e~ Territory 1.lS 
Hollywood 'territory 1.15 

Los Angeles Territory 1.15 
Hollywood 'territory 1.15 
Santa Monica 1.15 
Beve:1y Hills 1.15 
West Los Angeles Territory 1.15 
Culver City 1.15 
Inglewood-Eawtborne Terr. .50 
Hollywood Park Race Track 1.00 
Lockheed Air terminal 1.75 
Glendale 2.25 
San Fernando Va.lley 'ten. 2.7.5 
E1Monte . 2.50 
Covina '2.80 
West Covina 2.80 
Pomona 3 .. 40 
Montclair 3~6S 
Onta.rio International Airpt.3·.65 
Montclair . . 50 
Pomona .75 
Covina 1.25 
West Covina 1.25 
El Monte 2.05 
Los Angeles 'territory 3.20 
Hollywood Territory 3.65 

Present 
Proposed 

Fare 

1.35 
1.35 

1.3S 
1.35 
1.35 
1.35 
1.35 
1.35 

.55 
1.15 
1.90 
2.50 
2.50 
2.75 
3.10 
3.10 
3.80 
4 .. 00 
4.00 

.55, 

.85 
1.40 
1.40 
2.25 
3.50 
4.00 

Applicant's financial condition as of December 31, 1961, 
. 

(Exhibit B on the application) was as follows: 

Assets . . . . ~ . . . . . . . . . . .. . . . . . . 
Liabilities ... -~ ..•......... 
Net Worth • • • • • • • • • • • • • • • * • • • 

This net worth is represented by: 

$ 528,096 

133·,529', 

394,567 

Capital stock . • . . . .. • • • • • •. • • • 96,330 

Surplus ••••..••.•••••••••••• 298,237 
Total................... 3947567 
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For the year end~ns December 31, 1952, applicant recorded 

a net profit before income taxes of $70,930. rae revenue and expenses 

for 1962 wcr<"! higher than those which can be reasonably expected in 

the future because of an abnormal amount of se."'Vice required to 

=eturn passengers to Los ;~8eles International P~rport after"plancs 

were forced to land at other airports due to bad weather conditions. 

Estimated results of operation under present and proposed 

fares were introduced at the hearing by applicant and a staff 

engineer .. 

the 12~onth period selected by the applicant for its 

forecast was the period ending December 13, 19G2 and the 12-month 

period selected by the staff was that ending on October 31, 1963. 

The estimated results are set forth in the following 

table and are for all of applicant's operations including the 

airport tram service. 
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It en 

tperating Revenue 
Operating Expenses 
Net Before IncOMe Taxes 
IncOO'.O "Taxes 
Net InC{)[Ilo 
('perating Ratio 
Rate Base 
Rate of Return ~ % 

I Book RGCOrd 
I 12 -ro.O t ErldJ.rtg 
I Dec.).l,1962 

$1,201,617 
1,1)6,741 

10
h9JO 

I 
6 
D 
1/ 

Estmate Undor Present Fares I 

Applicant st·sff I 
12-no.Ending 12-m6.Ending I 
Dec.l),1962 * ~t.)1,196) I 

$1,0)1,)4S 
1,157,)76 
(126,03) 

-
(126,Oj) 

· 122.2 
399,040 ... 

$1,083,110 
1,006,S70 

16,600 
)2,510 
44,030 

95.9" 
529,510 

8.) 

* Based en 1961 operations, adjusted. 

/I Not. shown, 

(lied Figure) 

Estmat6 Undel' Proposed Fares 
Applicant I Staff 
)2~o.Ending • 12-~o, Ending 
Deo.1J,1962 * I Oot.)1,196) 

$1,161,45) 
1,1U,255 

15,198 
),600 

11,398 
99.2 

J99,~O 
2.9 

$li202,OlO 
1,916,,500 

185,510 
92,080 
93,430 

92.2 
529,510 

17.6 

I 
U'\ 

I 



Ihe principal eont~ov~:sy between the staff and applicant, 

excluoinz meehods of allocatinz and cS:~m£tinz expense~, concerns 

t~c allocation of :evenucs and ~cpenses attributable to tne tram 

service ir.auzu=atcd November 2, 19~1. Taese t=a~ cazry passengers 

between the several :::ndiV'~dual airline term::.n.als at tl'le 1..os J.n8~les 

International P..irport and the veh~cles used in ~ueb. scrv;'ce nC'V'cr 

travel on a publ~c hi~'lway and are not licensed to t:avel thereon_ 

Eliminating the revenues an~ expenses attribueable to 

such operation, tae estimated results of operation at present aDd 

proposed fares according to the staff are as follOws: 

· · · · · · 
: EStlmatcs Uncle: Prcsent and Proposed Fares : 
: ' E.'"(cJE.d~n8. Tram Serv--Zce _ ._ . 

· · 
: Present ~.ilres : Pro...2,osed !3rCS : 

, __ ...::;.It;;..;em:;.;;;... __ -::.=.,::.l LMQ.~._~nd,;5&OJ..Q-~E62; I r:&i~<tG5&::rJE03J3iZ! 

Oper~ting Revenues . $ 986,390 $1,105,730 

Operating Expenses 874,310 8~·,2l~O 

Net Before Income Taxes 112,580 221,490 

Income I'a::es 4S,4~O 110,570 

Net Income 63,130 110,920 

Oper. Ratio 93.6% 90.0% 

Rate Base $446,210 $l:46,210 

:&ate of Retuj.'"O. ll;.2% 24.9% 

In support of its ~pplication applicant presen~ed several 

exhibits relative to :Z .. ~S £in.ences and results of opera~ion, and 

introduced oral tcsti~ony tQrOU~1 its pres~dent relative to p~os­

peets of future business. 

In c~lculatin3 the var!ous it~ applicant inclucied 

revenues and e::;pcnses a'i:tri~utable to the in'i:rOl-te::minal tram 
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T~').is operatio:-., 3ceordir.~ ~o the s'~(!f:Z, wll-l lose $35,930 during 

the year ending October 31, lS63, before any credit for income 

taxes .. 

Between the years 1953 and 1962, tee number of airline 

p03ssenge=s arriving at the Intcrna'eional ;..:r.rport increase<i f:om 

2,507,522 ~o 7,400,OOO~ During the same period, the numb~~ of 

ai=line pa~~enzers USing applican~'s se:vices increased from 

472,170 to 592,542 per yea~. During toat per~od applicant's 

pe=centaze payable to the city fo= the use of the Los Angeles 

P~rport has inc.eased ::om 7-1/21. to 12-1/2% of the zross :evenue 

from passct'lzC".cs leaving the ai:port; for the use of the Loc!cb.eC<i 

;~rport the fee has increased ~rom 5% to 10%; and for the use of 

the Onta~io Airport the=e has been established a fee of 1C1.~ 

~nese fees have increased from a total of $19,50S in 1953 to z 

total of $59,523 in lS62, cluxinS whicl'l. time the gross revenue 

has only increased frvm $62~,OOO in 1953 to $1,207,677 in 1962. 

Du=l~Z thia same period, the annual wages pa1~ to 4rivers have 

inc=cased from $ll:.2,714 in 1953 to $318,701 in 19S2, and the 

salaries paid to station employees have increased from a total of 

$8,L:.OG 1n 1953 to a total of $3[:.,319 in 1962. Durinz this period 

the only fare inc~eaae was in lS5S at which time ~.e fS4es betweec 

'ehe Los P..ngelcs .";lnd Loe~cil.eed Ai.::: "rcrminals, 31'lci. I..os J>.nseles, 

Rollywood and Eeve=ly Rills ~r.creased f~om $l.09 ~hclusive o~ tax 

to $1.l4 exclusive of tax.1 

Tue Commission enzinecr ~h'l.O investigated this :e~est 

es~imated as aforesaid taat,includi~g the exp~$es of the tram 

.... !-----------------~..-- ........ ---------. .---- .... ~.- .. , 
With the elimination of :he 10% ~ede=~l Transportation Tax on 
Novembe~ 15, 19G2, applicant wa~ authorizcd~o increase thia fare 
'·0 "'1 'T5 ... v· ... • 
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service under the present fares, applicant will have a rate o~ 

return of 8.3'7. and that, if the tram service were excluc1ed, under 

present fares applicant will have a rate of return of 14.27. 

In considering whether the revenues and expenscs attribu­

table to the trac service should be excluded from the estimates of 

resul ts of operations, it should be noted that such service, whicil 

was started in May 1962, is not common carrier service and is not 

a basic part thereof. No substantial bene:its accrue to applicant's 

common car.:ier operations or the gen~r.al airline passengers. 'Xhe 

service is performed for visitors to the airport desiring to view 

the facility or to use the restaurant on the grounds. !he service 

is operated pursuant to the rights granted by t:be airport authority 

which awards these rights on a bid basis to' the carrier offering to 

pay the highest percentag~ of revenue to the authority. Applicant f s 

bid was 26'7. of its gross revenues on the asstmlption it would have 

17000 passengers per day. It is presently transportine approximately 

200 passengers per day and tM authori~ has reGuced, on a temporary 

basis, the percentage of revenue payable to it to 51.. Accordingly, 

W2 find that the revenue .and the reasonable expenses incurred in 

providing tram service sb.ould be excluded from any consideration o:f 

justification for the proposed increased fares. 

Since the staff' $. estimates of results of operations sh~ 

wilat the effect would be excluding -::hc tra:l. operations, the staff's 

estimates will be adopted for the purpose of testing the justifica­

tion for the proposed fare increases. Further, a comParison of 

applicant's estimate for 1962 with the actual recorded figures for 

the s~e period indicates substantial unjustified differences. 

Findings 

Upon evidence of record herein the Commission finds that 

the estimates of revenue and expenses set forth on page 6 are 
. 

reasonable and that a fare increase as reqW!sted, or in any amount, 

is not justified and that the application should bcdenied. 
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OR.DER ------
rt IS ORDERED that Application No.. 44530' is denied .. 

The effective date of this orde~ shall be twenty days 

afte~ the date hereof. ~ 

Dated at __ ...... ~m;t ........ l!)!rnlIaea~;m;lI·-IIIIU· ____ ' California, .this '1 
day of ___ .--a.JQu~tiu.E ____ , __ 7 1->63. 
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