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SECOND INTERIM OPINION

Holiday Airlines, Inc. (Holiday) is a passenger aixr cax;rier |
authorized to transport passengers 2nd freight 'betwéen_,air_p‘prts in |
* Qakland (GAK), San Jose (SIC) , South Lake Tehoe (TVL), rfuckée-'r_ahoe .
(TTA), Hollywood-Burbank (BUR), Lang Beach (LGB), and Los Ange-lés'
(LX), 411 of these points are in California and no: péSsengef m};y be
carxied whose tramsportation does not oi:iginate or terminate at |
either South Lake Tahoe or Truckee-Tahoe .}j‘ o

By Decision No. 77736, dated September 22 1970 Holn.day”
was granted an ex parte interim faré increase for a pex:iczyd of s:u:

months, peading further review following‘ public hearing.” '(Permanent:
and interim fares are set forth in Appendix A.) .

1/ Service is not curreatly offered to Truckee-Tehoe because of the
poor condition of runways at sald alrport.

2/ The interim fares are scheduled to expire April 4, 1971.
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Public hearing with respect to pe’fmanent fares was. held

before Examiner Mallory at San Francisco on Janx;azy- 18, 19?1.
Evidence was presented by a consulting firm employed*by"apﬁlicant and
by a Coumission staff epgineer. The report of a Commission staff
financial examiner was received as a late-filed exhibit.

Applicant’s witness testified with respect to the e:&;ibits.
attached to the application, which include actual and proj‘e.cted |
operating revenues and expénses and actual and estinated number's of - -
passengers. The witmess stated th&t applicant's proj‘ec;tion ofl pas-
sengers, which formed the basis for its projections, off revenues in ,
the test year, were counsiderably above the numbér-, of passengérs.,'
actually experienced in the mpnth.s of July through Decem‘be_r 1970;
Applicant's estimate was that 79,144 paséengers wéuld be traxiéﬁdrted,
whereas Holiday actually handled only 59, SOO passengers in this
period, or approximately 75 percent of its estimat:e.

The witness testified that even if the £n11 amount of
estimated traffic had beem achieved, Holiday would have incuxred am
operating loss in the test year ending June 30, 1971 under the
interim level of fares, Because of the downturn In traffic,' Holz.d.ay
bas temporarily curtailed sexvice in the winter months to Friday,
Saturday and Sunday service only. Hol:ﬁday expects to resume fﬁll:-week
sexvice on or about June 1, 1971, when summer i:esort’ traffic' commences..
The witness stated that it was his belief that the downturn :.n traff:.c
exper:.enced by Holiday was similar to the downturn expern.enced by
praccically all airlines in the co\mtry and is the result of the |
current gemeral economic recession. The witmess urged that the Com- o
mission postpone the evta.olishment of permanent fares until ..he

results of operations for the heavy susmer travel months th:ough‘ _
August are available. |
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Applicant'svwitness‘ﬁesfified that Holiday's 1atest'
available income statement covering.the 10-month period chember 1,
1969 through August 31, 1970 shcwed the following:

Operating Revenues $ 1,970,165

Operating Expenses 2. 971 149
Operating Income (Loss) (1 000 92&)

Nonoperating Income
Net Income %L ss) (965 995)

The Commission staff engineer presented operating statistics |
showing the number of passengers carried by monchs ,confirming that
applicant’s traffic had declined in the winter of 1970 1971 as
compared with the prior year.

A late-filed exhibit prepared by a Commissmon staff
financial exanminer shows the following: Holiday commenced service
from Oakland and San Jose in November 1967 with DeHaviland Dove air-.
craft. Such aircraft were successively replaced by DCA3, Dc-6~and.
Electra aircraft in August 1967, May 1968, and August 1968; Appli-
cant bad o revemue service in the period August through October
1967, and July 8 through November 7, 1968. Aléo, bad:weather‘dﬁrtng
January and Februvary 1969'adverse;y affected Holiday'é operations. |
Holiday began service from Burbank in ﬁbvehber196813nd from Los
Angeles Internmatiomal in Jume 1970

The staff report states that with changes occurring in
type of alrcraft utilized in revenue service, increased seating
capacity, airport closures, new services at LAX, and bad weather
conditions affecting traffic, there has been no prolonged operating
history forming a sound foundation‘for comparison of revenues and
expenses. The report further states that there appear 'to have been

no comparable periods of operations and the present economxc slump

~adds to the difficulties of making reasonable,future predictions..‘
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The staff report indicates that applicant's losses have

been increasing since the date of inception as shown below:

Year Net Loss A;g; anthtz;Loss',

1967 $ (172, 579) | $ 4 ,381
1968 (566 561 47, >213
1969 El ,532.900 §127 742
1970 1 111 330) (11 mos.) (101,030

The xeport contains the following summary and conclusions: .

Based on the staff's review of the applicant‘s'record of conninning}
losses which are considered verifiable and reasonebly acenrate3 tne'
company would still operate only at & lower loss or breakeven ponnt
even if interim rates were made permanent, Economic conditions have
forced reduced flight schedules and have resulted in greatly'reduced ‘
traffic, thus causing predictions to be. highly overstated. Present
losses place the company in an extremely vulnerable position to the
point that continued operations have become questionable; Rate of
return is moot. It is the staff's oPinion that the rate increase,
granted on an interim basis, is both warranted and necessary for

continued survival and 3hould be continued until full scheduling end_
sexvice is resumed.

The Commission staff and nppiicant‘ntipnlate&'that‘current =

operations at reduced levels of service'are not appropriatevtorse:ve:
2s a basils for the promulgation of permanent fares;'nny nermanent |
level of fares should be based on complete information covering full
operations during the peak sunmer tf&vel‘period; than,‘pen&ing‘the
establishment of permanent fares, Holiday requires the additionalo
revenues from the interim fares; and that the interim fares should
be continued in effect until permanent fares are established.

The staff and applicant further stzpulatedvthatuthe-dcte:

necessary to the establishment;of'permanent faresLShould*covef
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operations through the month of August, that:such d#ta would nbt.be o
available until mid-September, and that an additional month is
required in which to prepare exhiblts., Therefore, it was,agreed to
schedule further hearings in October. Applicanﬁ and the CommISSIdn
staff requested that the interim fares be extended‘sonasfto'expire.'
December 31, 1971. R |

Based upon the evidence herein, the Commission f£inds:

1. EHoliday's operations‘are not profitable.

2. Holiday has experienced a d§wnturn’in tfafficIin,recén:
months., | |

3. Holiday has temporarily reduced service to weekend qpé:af‘
tions, and plans to resume full-week service on or.abdut-Jﬁne 1,
1971. | |

4, A review of Holiday's operatiéns?with‘a view to the
establishment of permanent fares should be based on normalf(fulieweek)
operations and should reflect operations over Holiday's ahnuaI péak |
traffic period of Jume through August.

S. Holiday is in urgent need of the additional revenues
resulting from the interim fares authorized by*Decisidn-wa_77236.

S. Such interim fares should be continued in effect uatil
further revie& of Holiday's fare structure is completed.

The Commission concludes that the intérﬁn fares authorized

by Decision No. 77736 should be continued in effect through
December 1971, pending further xeview following public hearing.
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SECOND INTERIM ORDER

IT IS ORDERED that:

1. Holiday Airlines, Inc. is authorized to continue in effect

the increased passenger air fares established as :f;nﬁerim fares
pursuant to Decision No. 77736, as set out in Appendi‘.x A, to expi‘.re
December 31, 1971. Tariff publications authorized to be made as a
result of this order shall be filed not earlier than the‘ef‘fectivé
date of this order and may be‘ made effective not earlier- than five
days after the effective date hereof on not less than‘five days'
notice to the Commission and the public. |

2, The authority granted hereiﬁ shall expii:e unless exercised
within sixty days after the effective date of f:his oxder.

The effective date of this order shall be ten days after
the date hereof,

Dated at San Francisco , Califoprmhs, this J774

Commissioner William SymonsS. Jra. U L
pecessarily obsent. did-not: participate ” -
in the disposition of this proceeding.:. .

Commtssioner Verbag Lo sg'm-_g,o,’,;‘; betng
pecessarily abseat, did Dot _participate
in tha disposition of mspm“m |

‘6-
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APPENDIX A Page 1 of 2
HOLIDAY AIRLINES, ING,
PERMANENT AND INTERIM BASIC FARES

Federal Excise Tax Excluded

Between Permanent Fares Interim Fares

Lake Tahoe Round Tri __One-Wa
and: One-Way FPeak 1/ Off-Peak 2] Peak 17 - O%f-PeaE 27

“ﬁ¢11ywooq-g?rbank_ $26.56  $49.07  $40,05 $31.02  $26.39
Long Beach 24,54 49,07 40,05 31,02 26,39
Los Angeles 24,54 49,07 40,05 31,02 26,39
Oakland 13,66 27,31 23,15 18,06  15.28
San Jose . 13.66 27,31 23,15 18,06 15,28

.-VEriday through Sunday,

~ Monday through Thursday,

Since the Gity of Long Beach has not as yet agreed
. to provide Holiday with facilities at Long Beach
 International Airport, no service is currently
-provided in this market, ~ -~ = .
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APPENDIX A  Page 2 0f 2

EOLIDAY AIRLINES, INC.

PERMANENT AND INTERTIM DISCOUNT FARES

Permanent

1. Children's Fare:

Interim
1. Children's Fare:

2, Five Roundtrip Book:

Ten Roundtrip Book:

507 discount of the adult fare fof children

between 2 and 12 years of age. S

507 discount of the adult fare for children
between 2 and 12 years of age. :

157% discount of the peak period fare with
the purchase of a book of five roundrtrip
tickets (the same fare level as the off-
peak fare except there are no travel
xrestrictions). The ticket book is valid
for six months. Refunds magibe-made prior
to the expiration date or thirty days
thereafter on the wmused portion of the
book, less the peak period fare per ticket
used (no discount).

257 discount of the peak period fare with
the purchase of a book of ten roundtrip
tickets. The ticket book is valid for nine
months. Thexe are no travel restrictions.
Refunds may be made prior to the expiration
date or thirty days thereafter on the
uused portion of the beok, less the peak
period fare per ticket used (no discount),
If five or more tickets have been used, a
15% discount will be allowed on each ticket
used and the balance of the purchase price
refunded. - ‘ :




