o ORIGIAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of UNITED AIR LINES, INC., ) |
for autherity to increase certa Application No. 54288
Intrastate passenger fares. (Filed Septembexr 4, 1973)

OPTNION AND ORDER

United Alr Lirves, Inc. (United) is a common carrier by air
of passengers and property between points in the United States
(including Caiiforaia), and Pritich Columbia and Ontario, Canada.

In California, United provides {ntrastate opcrations between various
cities, using DC-8 end DC-10, and Deedng 727, 737, and 747 alrerafr.y

In this applicetion United seeks ex parte authority to
increase its intrastate jet commutar passenger feres to coxrespond to
the £ares authorized betweer competitive pelnts to Paclfle Southwest
Airlines (PSA) inm Decision No. 81739 dated Avgust 31, 1973 in
Application No. 53525—.-?-'-/ As no commuter sexvice is being provided by
United between Sacramento, on the ome hand, and Los Angeies and

San Diego, on the other hand, United sezks to cancel its jet commputer
air fares between these points.

1/ The cities are Sacramento, San Francisco, Stockton, Modesto,
Merced, Visalia, Bakersfield, Fresmo, Salinas-Monterey,
Santa Barbara, Los Angeles, and San Diego. '

2/ §resent and proposed fares are set forth in Appendix A attached
ereto. | ' :
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The application states that United's jet commuter air farcs
were last increased pursuant to Decision No. 77990 dated December 1,
1970 and Decision No. 78205 dated January 19, 1971 in Application No.
52153, The increased jet commuter air fares authorized to United in
those decisions were on the same level as the fares authorized to be
wmaintained by PSA and Westerm Air Lines, Inc.—g-l Asgsextedly, the
commuter fare Increase authorized to PSA and - now sought by United and
Western, 1s the fixrst authorized since Decembexr 1970.

The application states that the Commissiom has previously
found that competition between United, PSA, and Western will not
permit any one of them to maintain commuter air fares substantially
different from its competitors, and that historically PSA is the rate-
making (low-cost) carrier in the California corridor. The application
states that United believes that the public interest would be served
by maintaining wmiformity of fares amomg alr carriers offering similax
commuter sexrvices in the California corridor, amnd that such uniformity
of fares would maintain historical fare relationships awong the majox
carxiers providing intrastate air passenger service within Califorunia.

The application alleges that by reasom of the short distances
involved and the effect of PSA's fares on United's fares, United's
sexvices within Califormia as a whole have been conducted at an
operating loss. The application states that during the twelve months
ended June 30, 1972 the operating loss from United's four largest
intrastate jet commuter amnd coach service route seguments was
$5,055,000. Attached to the application (as Exhibit C) is a summary
of earnings from interstate and intrastate operations for those route
segunents for the year ended June 30, 1972.5"- The data set forth in

3/ Pursuant to Decision No. 75899 in Application No. 50847 (PSA)
and Decision No. 78206 in Application No. 52361 (Westerm).

4/ Exhibit C to the application also shows the methods by which
were allocated to such sexvices, and bases for the use
of scch methods. The.allocation procedures largely reflect
nethods approved by the federal Civil Aeromautics Board.
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Exkibit C to the application is summarized in the following table.
TABLE 1
United Aix Lines, Inc.

of Earnings by Class of Service
12 Months Ended 6/30/72

Los Angeles-San Francisco
TIntrastate Passenger
Total Ist §Zass Commuter

Revenue at Present Fares:
tion Aflrcratt
Liquor Sexrvice Revenue-Net
All-Cargo Aircraft
Total ‘ -

gggrating Expenses:
Capacity-Co tion Alrcraft

Capacity-All~Cargo Alrcraft

Traffic-Coubinat Alxcraft

Traf%ic—%ll—f:argo Aircraft
ota ' -

Earnings (Loss) at Present Fares

Revenue at Present Fares:
~ Combination Alxcrafit
Liquor Service Revenue-Net
All-Caxge Aircraft
Totsal

Operating Expenses:
Capacity-Combination Adrcraft
Capacity-All-Cargo Alxcraft
Traffic-Coumbination Aircraft

Traffic-All-Caxgo Aircraft
. Total |

Earnings (Loss) at Present Fares

$14,732
192
1,124

$T5,043

$12,193
1,553
7,618
696
$2Z,060

(6,012)

§$ 72

§$ 1%

$ 1,502

390

$1,892
(1,168)

$ 6,622
124"
$ 6,053
4,147
STO;Z00
(3,454)

Interstate Passenger
Cargo Tst Class  Commiter .

$ 792

1,124

$I,916

$ 257
- 1,553
535
696

. $ »

(1,125)

$ 809

$ 1,069
277

ST%E

(537)

$ 5,785
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The application shows that on the basis of estimated traffic
during the twelve months ended December 31, 1973, application of the
proposed fares to its Los Angeles-San Francisco xoute would bave
resulted in a revenue increase of $434,655. The application states
that inasmuch as United does mot provide nonstop service between
Sacramento and Los Angeles/Sam Diego or between Oakland and
Los Angeles/San Diego, the only route on which the proposed increased
fares will have any significance is the San Francisco-Los Angeles
segment. The application asserts that on the basis of estimates of
traffic and expense for the year 1973 and application of the proposed
fares to its San Francisco-Los Angeles route, United will experience
an operxating loss in 1973 from its operations over that route
(Interstate and intrastate) of $6,241,000. This forecast, as set
forth in Exhibit F to the application is summarized in the following
table: . '

TABLE 2
United Air Lines, Inc.

Forecast of Earnings for United's
San Francisco-los Angeles Se t
For 1973 at Present and Proposed Fares

srogwc-lgn
t Propos. At Present

Fares - Fares

Operating Revenue
Passenger-Intrastate
Pasgenger-Intexstate
Cargo

Total Operating Revenue

atin ses
g%ﬁ'ﬁg %rm:ﬁs

Maintenance

Depreciation & Amortization
Pas er Service

Alrcratt & Traffic Sexvicing
Sales & Reservations

Advertising & Publicity
General & Aduinistrative

Total Operating Expense
Earmings (Loss) from Operatioms

—4-

$. 8,806
7,144

27060
$TZ,010

$ 5,650
3,370
2,811
1,761
6,744
2,402

327

1,186
$74,751
$(6,241)

$ 8,37
7 ’]-M' '
2’060

$m:; _

3.370
2,811
1,761
6,744
23402

327

1,186
$74,251
$(6,676)




The application also contains (in Exhibit G) a table showing
that United had a rate of return of 7.74 percent on its systemvide
operations for the year ended Jume 30, 1973.

The Commission's Tramsportation Division staff has rev:l.ewed
the application and recommends that the requested authority be granted
by ex parte oxder but that the order not include Qakland fares as mno
commuter service 1s being provided to Oakland. Notice of the filing
of the application appeared om the Commission's Daily Calendar and the
application was served in accordance with Commission rules. There are
no protests or requests for hearing.

Findings and Conclusion

1. United Alr Lines seeks authority in Application No. 54288 to
increase its jet commuter air fares between California points directly
competitive with Pacific Southwest Aflrlines and for which PSA was
authorized to increase its fares pursuant to Decision No. 81739 dated
August 21, 1973 in Application No. 53525. United also seeks to cancel
its jet commuter air fares between Sacramento and Los Angeles/San Diego,
where no jet commuter service is provided by United.

2. The f£inancial data submitted with the application shows that
{(a) United's jet commuter service between San Francisco and Los Angeles
is the only intrastate service of United which will produce I{ncreased
revenues from the sought fare Increase, (b) United's intrastate sexvice
was operated at a loss in the “welve months ended June 30, 1972, and
(c) under United's estimate for the year 1973, its San Frauncisco-
Los Angeles jet coumuter sexvice would be operated at a loss under the
faxes sought hexeir.

3. 7The Commission historically has considered PSA to 'be the
low-cost (rate-making) caxrier in the Califormia corridox, and in the
past, has authoxized other passenger air carriers to raise their

commter aixr fares to the levels authorized to PSA between directly
competit:!.ve points.
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4. Increases in United's commuter air fares to the levels
autborized to PSA in Decision No. 81793 between directly coumpetitive
points, and cancellation of jet commuter aixr fares where such type of
service is mot provided, will be reasonable and the resulting
increases are justified. Such action will be consistent with past
decisions of the Commission involving fares of United and PSA.

5. A public hearing is not necessaxy.

The Commission concludes that the application should be
granted without hearing, '
IT IS ORDERED that:

1. United Air Lines, Inc. is authorized to increase its jet
commuter alr fares between the points and to the extent shown in
Appendix A, attached hereto, and to cancel jet commuter aixr fares
between Sacramento, on the one hand, and Los Angeles and San Diego, on
the otker hand; and fares between Oakland and other California cities.

2. Tariff publications authorized to be made as a result of
the order hexein shall be filed not earlier than the effective date
of this order and may be made effective not earliexr thap f£ive days'
notice to the Commission and to the public.

3. The authority granted herein shall expire umless exercised
within ninety days after the effective date of this order.

The effective date of this order shall be tem days after
the date bhereof.
| sé)m‘?&: Sea Prancixo , California, this = v/
day of » 1973. ' “




A, 54288 ek /1mm

Between:
Los Angeles -
San Diego

San Franclsco

San Diego -
San Francisco

APPENDIX A

UNITED 'S PRESENT AND PROPOSED

_INTRASTATE FARES

JoT COMMUTER

Present
Fare Tax Total

$7.41 $ .59 $ 8.00
$15.28 $1.22 $16.50

$22.68 $1.82 $24.50

rroposed

Fare Tax Total

$7.41 § .59 $ 8.00

$16.20 $1.30 $17.50

$23.61 $1.89 $25.50

(Bxclusive of security charges and taxes therein.)

/




