
Dec1sion No. __ S .. l.:1.:9;,.;.;:Z_3~ 
" 

BEFORE THE P'OBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

A,plicat1on ot A1r California 
tor an Ex Parte Order to 
increase its intra.state 
passenger tares. 

A):>pl1cat1on No. 5.3308 
(P11e4, May 3" 1972; 

amended August. 24,,' 197" 

INTERIM OPINION 

Air California is a passenger air oarrier and common 
oarrier of property serving the a1rports of San Francisco" San Jose" 
Oa.klel'ld" Sacramento" Orange County .. Ontario, Palm Springs/Burbank .. 
and San Diego. A1r California. utilizes Boe1ng 7~-200 aircraft in 
performing, its service. 

In the ~ended application here~ Air Ca.lifornia seeks 
~creases 1n its air fares to meet the a.uthorized or prOpOced tares 
ot its competitors. The a.pplication states that Decision No,. 782(J'{ 
dated Jan~ 19.1 . 1971 1n Applica.tion No. 52~2 (unreported) author­
ized Air Ca.l1t"ornia to raise its San Diego - San J'ose!Oaklan4 tares 
to matoh the thenpreva1ling fares of Pac1fic Southwest Airl1nee 
(PSA) .. Western Air L1nes" Inc'. (Western)" and United Air Lines" Inc. 
(United). " 

The amended application asserts that Air Cal:U'ornia., like 
other a.ir carriers serv:tng' California, has been afrected by tuinual 
inc::-eaoes in labor oosts. Attaohed as Append1x P to the amended 
a~p11cat1on i8 a comparison of actual unit costs tor the year 1972 
~d those est1mated by Air California ~or a 1974 test year. Increases 
are est1me.ted 1n almost all categories of 'Unit costs. 

Ey~b1t E to, the amended application, shows that Air 
California experienced an operating 1ncome of $l, l02, 000 and a. net 
:1.ncome (after taxes and ~terest expense) of $728 j oOO 'for the calen­
dar year 1972, and an operating income of $1,107 .. 000 and net inoome 
o~ $857,000 for the t1rst siX months or 19"r~. The opera.ting ratios 
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(before income taxes) tor these periods were 95.2 percent and 91.1 
percent ... respectively. In Append1X :0" Air Cal1!"orn18. estimates that 
1 ts operat1ng ratio for the 1974 test year will be 98 .. , percent 'Under 
present 1"ares and. 94 .. 3 percent uncler proposed fa:res. 

Of Air California's pr1ncipe.l compet1tors only PSA has been 
authorized to 1ncrease its fares s1ri.ce the fares of A.ir Cal1f'orn1a 

were last adjusted.!! 'PSA' 8 1ncreaaed tares· became effective 
September 5 ... 191.3. In decisions issued today United and Western are 
authorized to increase their jet commuter air fares to levels author­
ized to PM 'between d1rectly competing po1nts.. Such decisions po:1nt 
out that prior orders or the Coxmn1as1on have t'ou.nCi that PSA j.S the 
low-cost (rate-mak1ng) carrier 1n the California corri<1or ... 8n~ the.t 
no air carrier operating in that corridor ean ma1nte.1n higher: air 
fares than its competitors 1n the same markets. In the circumstances ... 
Aj;r California should 'be authorized on an interim basis to 1ncrease 
its a.ir fares to levels not exceeding those granted to· PSA 'between 
d1rcctly compet~ points... and the balance or the ~elief sought 
should be scheduled for public hear~. 

The Comm1ssion's Transportation Division staff has analyzed 
the app11c~tion and it recommends that interim increases be authorized 
on an ex parte basis between the ~ollo~ po1nts: 

Findings 

SAN - SJC 

SAN. - OAK 

SP:N - SMF 

$ 23.50 
23.50 
2'.97 

(Fares 'are Without tax and security surchargeJ') 

1. Air California seeks a.uthority in amended Application No. 
53.308 to increase all of its air tares (except the tare 'between Orange 
CO\mty Airport and OntariO) by various amo'l.2nts. 

1/ DeciSion No. 81793 dated Augt.1St 21... 1973 in Application No. 5~25. 

'. 
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2. Historically .. Air C.e.l1fornia has been authorized to main­

tain the same level or tares as other major a1r11ne3 between 41rectly 
competitive points (Decis:1.on No. 782(f'( 1 supra.). 

3_ PSA was authorized to :1ncrcase its a~ tares pursuant to 
Decision No. 8179~ dated August 211 197' in Application No. 53525. 
PSA h1storically has been consitlered to be the 10W-COB,t (ra.te-making) 
carrier in the Ca.l1torn1a corridorl end other ma.jor air carriers he.ve 
been authorized to raise their tares to· PSA's level between d1rectly 
compet1ng po1n ts.. . 

4. A1r Cal1f'orni8, competes d1rect~,. With PSA between the 

follow:1ng po1Xlts: 

Sacramento - Ontario 
San Diego - San Jose/Oakland 
San Diego - Sacramento 

5. Air California seeks authority to increase its fares 'between 
Ontar10 and Sacramento to a higher level than authorized to PSA 1n 

~c1s1on No. 8179' (supra.).. Between other points shown above Air 
California proposes slightly lower fares than PSA. 

6.. In ter1m 1ncreases in Air Cal1i"orn1.e.' s tares between the 
points described in F:1ndtng 4 to levels not exeeed1ng those authorized 
to PSA 1n Decision No. 8179' W1ll result :in ree.sona'ble and non­
discr1m1na.tory tares. Such action will be consistent with past 
deeisions 1nvolvtng ~Ares of Air Ca.11rorn1al FSA,snd other competing 
carriers. 

7. ~e balance of the relief sought 1n Application No. 5,308 
• should 'be the sU'bjeet of 8. pu'blic hear1ng. 

The Commission eoncludes that Xncreases 10 ~ fares aa 
recommended by its starr' should be authorized as interim fares W1th-. 
out hes.r1ng1 and that sueh inerea.:3ed a.1r fares, should 'be permitted to 

'become effective on five daYs' not1ce to the Commission and to the 
pu.blic •. 

-3-



INTERIM ORDER 

IT IS ORDERED that: 
1. ~ California is authorized to establish the follow­

ing :1.ncreased a1r tares (exelus1 ve of' tax and secur1 ty charge): 

San D1ego- San Jose 
San Diego - Oakland 
San Diego - Saer8mento 

$ 2'~50 
$ 2'.50, 
$ 2'.97 

," 

2. Tari~~ publieations author1zed to be made as ~ result 0'£ 

the or~er herein shall be filed not earlier than the effeetive date 
or this order and may be made effeet1ve not earlier than five days' 
notice to the Co~ss1on and to the publiC. 

3. The author1ty granted here1n shall expire unless exerciSed 
wi thin ninety ~s after the errec:ti ve d.a. te or th1s or<1er'. 

The ettective date of' th1s ord.er shall be ten days atter 

the date hereot. 
&.u' F.rnnciseo k,.; 

Dated at , California., this ..:tV' 
SE?TEMBE'-~ --------" day ot __________ 1 197';. 


