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80628 Decision No. _______ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE S'tATE OF' CALIFORNIA 

Application of Air California 
for an Ex Parte Order to 
Increase its Intrastate 
Air Freight Rates. 

Application No. ',53589:'" 
(Filed SeptemberlS:~ 1972) , 

OPINION --- ..... -~-. ...... -
Air California ~ Inc. is a passenger air carrier engaged in 

the transportation of passengers and property between the airports of 

San Fratlcisco~ San Jose~ Oakland~ Sacramento~ orange Cow1ty~ Ontario'~ 
Palm Springs,. Burbank" and S&n Diego. 

In this applicationA1r California seeks an ex parte order 
authorizing it to increase its air freight rates between all points 
served by it. Appendix A hereto contains a comparison of proposed 
air freight rates with existing rates. 

In support of this request,. the application alleges as 
follows: Air California presently carries air freight on: board its 
scheduled service in california. :Air California's general commodity' 
rate be'tWeeu Orange County and the :Bay Area has remained, at the 
present level for the past five years. The generalcommod:tty rates 
in all other markets have remained the same since the inception of 
service in each market. . Therefore,. general commodity rates for: Au 
California's total system are still at 1967 price levels although' 
labor cos~s and, operating cos~s have mereased'over30 percent, and; 
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over 70 percent~ respectively,;: in the past five years·. Rece::ltly. 
Paeiff.c Southwest Airlines wes granted en increase in· its. 

air freight rates pursuant to Decision No~ 8032Z~ dated Augus.t 1~ 1972 
in Application No. 52970. 

Air California. has been an innovator' of service' at satellite 
markets that were previously unserved. Air freight h.a.s increased 
from 139>920 pounds in 1967 to 2~06l.900 pOlmds in 1971. the' rate 
of growth of air freight tonnage has exceeded 70 percent per year in 

the last two years. With this substantial growth in air freight. 
M.:r California has experienced increased costs such as new air . 
freight terminals and storage areas, specialized: personnel for 
bmldling. air freight> training and documentation> and equipment to 
haul air freight from storage areas eo the aircraft. 

It is estimated ehat the sought rates. will increase Air 
California's revenues- from its air freight traffic by 17.07 percent 
~d will produce an annual increase in revenues of $41,360. !he 
application conta,jns an estimated income statement for the year 1973 
at present and proposed air freight rates. Said data are summarized· 
in the following table: 

-2-



A. S358~ 

TABLE 1 

AIR CALIFORNIA. STATEMENT OF INCCt1E COMPARISON 
OF PRESENT AND PROPOSED RATES 

Income: 

Total Passenger Transportation 
Ai:r Freight 
Liquor 
Other 

Total 

Total Operat1ng Income 

1. Increase 

Operating, Expenses: 

Direct Expense . 
Indirect Expense 

Total 

Operating Income 

Non-operating Expense 

Net Income (Loss) 
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Present 
Rates 

$21,810,000 
24Z,.300 
297 .• 500 
277,200' 

817;000, 

$22,627,000 

$11,569',400 
10,8'60 ,800: 

22,430.200 

19'6,800 

450,800' 

1973' 

$(2.54,000) 

Proposed·. 
Rates' 

$2.1: 3810,000. 
283·6~··· .~ " 

297,~50(), , 
277,200· . 

, '''/. 

$22 668'~'·,' , , ' . ' , 

$11,569,.400' . 
10.860",800' 

" ",,, '" r,_ .. 

22 ;430":~ 200' . 

.'238,,160~: .' 
, " .-" 

.... 4S0,800:'~'<, .. ' 

$(21Z~ 640i .,.. . 
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~ application also. contains a statement of the results 
of operations for the year ended December 3l~ 1971. and fer the seven

m.onth period ended July 31~ 1972. Air California sustained an 
operating loss of $514,.78$ for the year 1971 and an eperating prefit 

ef $233,.496 fer the first seven months of 1972. 

The application states the rates requestedwi11 help. 
improve: Air California's financial posture.. For the first six months 
of 1972~ Ai:r california posted an operating profit~ but incurred a 
net less for the period after interest and amortization. Based on 
this, applicant urges that the sought increase will not cause Air 

c.:lifo.::uia r S o.perating ratio. and rate o.f return to be excessive. 

The application shows that Air california's p:-oposedair .. 
freight rates will be equal to. or less than the r<:.tes charged by 

its co.mpetition. The application alleges, that the propesed' rates 
of Ai::: California are fair and reasonable in each and every market 

that Air California serves when compared to. the rates offered· by 
the c~t1t1on. 

The application shoWs that it was served'. in accordance 
with Commissio:l rules. In additio.n~ notice. of the f11ing ofth:e 
application appeared on the Commission f s Daily Calendar ~ Thereare 
no. protests .. 

The Cocmission finds as follOW's: 
1. Applicant seeks to increase its air fr.eight rates by an 

average of 17.07 perceut~ or $41,360 annually. Said'increased 
revenue from. air freight rates will incre.a.se its total o~rati:& 
revenues by ID.1S percent. 

2. The sought air freight re.tes are the same . as or loWer tr~!l. 

similar rates maintai:led by competing airline::. in the same markers .. " 
3. Applicant incur:ed a net eperating less in 1971 and a net· 

:i1lcome of $233~4S5 in the first seven moo.ths of 1972 .. 
4. Applice:o.t estimates thet it wil!. i::.t;ur a net operating 

i::.cO!te for the year 1973- of $196,800 under prcsC:l.t fa~es. a.nd re:t~s, 
and $23$.,150 at prese:J.t fares and proposed air freigo.t rates., 
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resulting in operating ratios of 99 .. 13" and 9'8 .. 95 pe:rcent~ respectively .. 

Applicant's earn!ngs will not be excessive under th~ proposed' ai~ 
freight rates .. 

5. The proposed increased au freight rates are justified. 

6.. '!'he increase authorized herein is consistent with Rule23 .. l~ 
effective August 2~ 1972~ of the Commiss':(on's- Rules of Procedure: 

a. The increase is cost-justified and. does not 
reflect future inflationary expectations; 

b.. The increase is the mi-tdmum required to· assure 
continued ~ adequate and safe ser..rice and to 
provide for necessary expansion to meet future 
requirements; 

e. The increase will be less than that necess.ery 
to achieve the minimum rate of return needed to 
attract capital at reasonable cost and not to 
impair the credit of the applicant; 

d. '!'he increase does not reflect labor costs in 
excess of those allowed by policies of the 
Federal Price Commission; and , 

e. The increase takes into account expected 2nd 
obtainable productivity gafns .. 

The Commissioe. concludes that the applicat!on should 
be granted.. A public hearing is not necessary. 

ORDER 
-.. .... _--

IT IS ORDERED that: 
1. Air CalifoX':lia,. Inc .. is a.uthorized, to es'tab11sh the 

inerc~$ed air freight rates proposed in Application No. 53589. 
2. Tariff publications authorized to be made' as a result of 

the order herein shall be filed not earlier than the effective date 
of this order and may be made effective not earlier than five, days: 
after the effec:ive date he=eof on not less than five,days' notice 
to t~e Commission and to the public. 
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3. !he authority granted herefn shall expire ~less exercised 
witlrl.n sixty days after the effective date of this order .. 

The effective date of this order shall betWetltyctays after 
the date hereof. 

Dated at ~s Jw~ .... _ , California, this, /1'-p... , day 
of OCTOBER -,-1-9-72-.--~ 
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APPENDIX A 

AIR CAUFORNIA, INC. 
COMPARISON OF PRESENT AND PROPOSED 

GENERAL COMMODITY RATES· 

EXtetin~ Rate 

... 

P!'0l22e~d Rate 
Cents per Dollars. per Cent5per DollArs per 

Market. Pound lOOPo'Ul'l.ds Pound 100 Pounds· ,. 

San Diego-San~Ana S $5 .. 50 9 $6.ro 
-San Jose S 5 .. 50 9 6 .. 00·' -san Franeisco S 5.50 9 600 ' :.. :', -oakla.nd' S: 5.50 9 600', ' 
-sacramento- S 5.50 9 6:00:'·' 

" .. 
SanUl. Ana.-?a:IlIl. Springs e 5.50 9 6~OO:' 

-ontario· S 5.;0 9 6.00·' 
-San Francisco S 5.:50 9 6·.00 :" 
~Jose a 5 .. 50 9 &~oo· ' 
...oak:land. S ; .. ;0 9 6 .. 00::',' 
-Sacramento- 8 5.50 9- 6 .. 00;-

\', 
" . ',' Palm Sprin,gs-Sau Franei:teo e 5.50 9~ 6.00, , 

-San·Jo:se S 5 .. 50 9 6~OO,' ' 
-Oaltl:I.nd S 5 .. 50 9: ' 600; '.. """ -Oto.tario S 5.;0' 9:, ',6.00:, 
-sacramento s 5-50' 9' 6, .. 00',· 

Ontario-&:c. Jose' S 5.50 9. 6.:00', -oakJ..and. . S, 5.50 9 600·' -5.0.cramento S 5.50 9 6:00/ 
, '-"'I Sa:l Jose-$acramento 8 5 .. 50 9 6 .. 00', -oakla:o.d. ,. . 6 4.00 9 6 .. 00':; -San Frclllci$co, .. 6 4.00 9 6~OOi' 

San F::-aneiseo-03klaxld 6 4 .. 00 9 6.:00·, . 
<~ . , . 


