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Decision No. S @PB@ﬂ%AL .
BETORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF (’ALIFOR.NIA ‘

fpyp'.L:f.c::;ﬂ:i.on of WESTERN AIR LINES, INC.,
or cuthority to impose a surchafge €O Application No. 54043

defray the cost of providing armed (F:.led May 17, 1973)
guaxds at terminal areas.

Appl:.cation of UNIIED AIR LINES, INC.,
for zuthority to increase the Secun.ty

Application No. 54046
Charge for intrastate passenger fares.

(Filed May 22, 1973)

Application of Hughes Alr Corp., d/b/ a
KEUGEES ATRWEST, for authority to add
security charge to defray the cost of

providing armed guards at terminal
axreas.

Application No. 54061
(F:Lled May 25, 1973)

- Ex Parte Order for authority to
increase, the Security Chaxge for

(g;iucauon No. 54106
passenger fares.

led June 18, 1973)

Applicat:.on of TRANS WORLD AIRLINES,
INC, for authority to add a Secumity

Application No. 54107
Chaxge to intrastate passenger fares.

(Filed June 18, 1973)' -

Application of Holiday Airlines C.orp. ,
dba Holiday Airlines, for an Ex Parte
Order to increase its Security Charge
to passenger fares.

Ap 1ication No. 54247
(Filed August 17, 1973)

?&pﬁcat:.on of PACIFIC SOUTHWEST
INES for am ex-parte oxder ox.

expedited guthority to mcrease the
securlty surchaxge.

p_]j::lication No. 54273
iled August 28, 1973) -

Application of Alr California for an ?




‘
. . e

Doxling, Hall, Rae & Gute, by Domald Xeith Hell,
Attorney at Law, for Western Air Lines, Inc.;
Brobeck, Paleger & Harrison, by James Baum,

ttorney at Law, for United Air Lines;
Richard A. F;%%%erald and Parlen MbKenggé 47
Attorreys at %zoxr Hughes Axrwest; axrd J.
Pulaski?'Attorne§ at Lagghfor Air CaliForniz;
Rovert Paul Silverberg, Attormey at Law
(Dastrict of Columbia), for Trans World Alr-
lines, Inc.; Philip D. Robexrts, for Holiday
Airlines Corporafior; and pBrownell. Merrell, Jr.,
Attorney at Law, for Pacific Southwest Alriines;
applicants.,

Ravmond W. Schneider, Attorney at Law, for County
of Humboldt, protestant.

Robert L. Pleines, Attorney at Law, for Cowmty of
Sacramento, interested party.

Elme= Sgostrom, Attorney at Law, Richard Brozosky,
ancd A. L. Gieleghem, for the Commission staffl.

INTERIM OPTNION

Applicants In the above-entitled cases seek interim relief
to xecovexr costs to be incurred by them in comnection with providing
armed guaxds at airports. \ P

Because of the dangers associated with hijackings and othex
foxns of terxorism against U. S. aircraft operating inm air tramsporta-
tion, the Federal Aviation Adminiscrarion (FAA) promulgated Part 107
of the Federal Aviation Regulations, which contains provisions for
the presence of armed law enforcement persommel at U. S. afrports.
These regulations are directed at airport'operatorsirather than the
aizlines; however, as will be discussed hereinafter, inm most cases
the airport operators are passing substantial amounts of these costs
ot to the air carriers. - D o
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Apnlicants® Operations

United Air Lines, Inc. (United), Western Air Limes, Inc.
(Western), Trans World Airlires, Imc. (TWA), and Hughes Aixwest
{Alrxwest) are common carriers by alr of passengers and property,
opexrating between points located In various states of the United
~ States, Canada, and Mexico. In Califormia the carriers operate in
intrastate as well as interstate commerce, providing local sexvice
between various Ceiiformia cities as well as sexvice between these -
cities and points in other states. The car:iers‘operatclpéssenger
ticket offices aad passenger facilities within California.

Pacific Southwest Airlime¢ {PSA), Air California (4ix Cal),
and Holidey Airlines (Moliday) axe common carriers by air of passen-
gers and property, operating between points located wholly within
Californdia, and cperating passenger ticket offices and passenger
terminal facilities within the State. ' '

Reiief Previously Granted : .

The Civil Aeromautics Board in Docket 25315, authorized am
increase in the interstate security charge to cover an additional
cost of 25 cents for expenses in comnection with axmed guards (O-der
73-5-12, adopted May 3, 1973). Thus at present, whbile a charge is
being collected from interstate passengexs in California, no. corre-
sponding charge is made for imtrastate passengero.

The relief granted by the CAB was in the form of an oxder
allowing certain tariffs to go into effect on an interim basis
pending further investigation. The CAB oxder allows coll ection of -
such surcharge on a ''per coupon" basis, i.e., for each segmenf of the
trip 25 cents is added. The "per coupon” basis is also used inter-
state for coliection of a 34-cent surcharge to dofray costs connccted
with pasoenger screenmng | |
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This Commission in previous decisionsy has awarded the
various applicants interim relief regarding the 34-cemt security
charge to defray costs of screening of‘pasééngers. |
Relief Requested ‘

All the carriers request a 25-ceat surcharge for armed guard
service, except PSA which requests 12 cents based upon PSA's analysis
of its cwn coste. The P3A appiication prays in the'alternativg (if
the Jomrdssion chould consider absolute uniformity among the carriers
essential) 2 charge in the amount of 25 cents. |

The CAB, in Docket 25315, set a level of 25 cents for the
interstate cha:gelfor gecurity costs based‘upon‘a‘nationwide'estﬁmate
compiled by the United States Department of Transportation of the
total costs of providing local law enforcement officers at each
passenger screening position (voarding gates and entrances to .
concourses). This estimate was approximately $42 million. The CAB
adjusted this $42 million for commiscsioms to $42.7 million, and then
divided this figure by the total mumber of empianemeats for 1972.
This led the Board to a conclusion that a 25 percent "per ticket
coupon'’ charge for law enforcement officers would be justified.

Cost Evidence | | . |

Hearing as to interim relief was heid in Sam Framcisco on
September 13, 1973. The coxriers presented cost evidence based partly
wpor davoices and partly vpon estimates. Nome of tne carriexrs wes
abie to state with certainty whether the CAB would arrive at a final
chaxge of 25 cents for defraying the costs of ammed guaszds, but ali

the carriers were of the opinion that such an amount was in the zone
0% reasonableness. o

1/ Decision No. 81390 dated May 15, 1973 (United, Adxwest, Aix Cal,
Western, and PSA); Decision No. 81697 dated July 31, 1973
(Holidzy) ; and Decision No. 81752 dated August 14, 1973 (TWA).
Taese decisions allow relief on 3 "per passengexr'" rathexr than
a "pexr coupon” basis; that is, the charge is added for each
one~way trip rather than for each segment thereof. -
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Holiday presented invoices from FéBruary 15, 1973 to
July 31, 1973 covering its.Iostngeles and San Jose operations.
Passengers emplaned at those two airports were included for the same
pericd of time. For that period the cost per passemger at Los Angeles
was 25.5 cents and for San Jose was 18 cents. The San Joge chaxges '
include cextain extra fees which were incurred in starting up the
security guard program.

Holiday also flies to Tahoe, Burbank, and San Diego. No
cost information was furnished for these airports.?/

PSA furnished actual invoices for the period of February
through June of 1573. This showed a total cost of $270,268. The
San Diego cost of $39,961, included in the $270,268 cost, was not billed
o PSA as of the date of the hearing. Also, there have been no bills -
from Long Beach, and the figures for Fresmo are estimates.

The exhibit and the testimony of PSA's witmess indicate that
a surchaxrge of 12 cents per passenger will cover future expenses,
elther on a per passenger or per coupon basis.

United's gpplication contains egtimates of chaxges based.
upon consultations with airport mamagements. The total for all the
airports they serve except Stockton and Visalia amounts to $1,081,000.
This figure covers a one-year period from the filing of the appli-
cation. By taking the figure in paragraeph VII of the application.
of 1,130,822 enplanements at the five California terminals at which

2/ Costs for Oakland were originally furnished in the exhibit but
upon further inspection it developed that the invoices were for
passenger screen rather than ammed guards. The Qakland
figures were therxefore deleted from the exhibit.
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it boards the greatest number of passengers (San Francisco,

Los Anzeles, San Diego, Sacramento, and Fresno) and by using

the estimates in paragreph VI for armed guard costs forx those

same airports, it is possible to develop an estimate of 20.2 cents per
passenger for the first three months of 1973, for those airports only.

' THA serves Los Angeles, San Francisco, and Oakland. From

the invoices and the enplanements furnished for Los Angeles, the costs
per passemger from March through June of 1973 varied from approximately
7 cents to approximately 9.5 cents pexr passenger. For Sam Francisco,
the only information furnished for full months is for March and April
of 1973. The invoice costs for March are three days short of ome
month, and for April two days short. By averaging the costs pexr day
and then adding three days to axrive at the costs for a full month,
costs per passenger are 11.9 ceats for March and 11.5 cents for

Apxil. o
Western furnished various invoices from certain airports for
scattered months, from which it is impossible to develop any system
average or any meaningful monthly average of costs per passenger.

The same is true for Alr Cal as far as.developing any
meaningful average is comcerned. From the Sacramento imvoices for
March and April, the costs per passenger appear to be 36.6 cemts. An
internal memo concexning negotiations with Palm Springs indicates that
the cost for that airport will be 29.6 cents pex passenger. San Jose
costs are indicated at 14 cents per passenger (the discrepancy between
this and Holiday's estimate for San Jose is because the Air Cal
development did not include the staxt-up costs of the armed guard

program). Although certain other cost information was. furn:l.shed the
bills axre not for the same per:t.od as the enplanements.
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Alxrwest has the most complex situation because it sexves a
total of 28 airports within this State, of widely varying sizes and
passenger volumes. Alzxwest has developed a two-month average of
33.0 cents for the cost of armed guard security. This is based on
passenger enplaonements and either invoices ox estimates based upon
discussions with various afrport operators. Airwest's average cost
is high compared to the other carriers because the costs per passenger
at swall airports with few passengers boarding are higher. The |
Adrwest witness said that the highest cost was an estimate of $11.41
at the Lake Tahoe airport. He stated that even if the Commission
grants the f£ull 25 cents that the various applicants have asked for,
Alrwest will still lose noney because of the armed guard costs.

doliday, PSA, TWA, Airwest, and Air Cal emplane intrastate
passengers from Oakland. That particular airport is charging the
alriines 12 cents per passenger rather than a fee based upon apportion-
Dent among the carriers of actual costs on a month~to-month basis.

In San Diego there is mo indication taat the airport intends

to start charging amny of ‘the carriexs a fee for armed guard secqri.ty::
costs at this time. - -

Method of Collecting the Surcharge

All of the carriers ‘urge the Commission to adopt a s'tatewide-
udlform charge of 25 cents (except, as stated, that PSA requests
i2 cents as its own uniform charge umless the Coumission feels that
absoivte uniformity is necessary). All the carriers pointed out that
there would be severe ticketing problems if there were a sepaxrate.
charge for each airport based upon the costs of that a.ir_port; Aixwest
in particular points out the difficulty it would have collecting large
surcharges at the very small airports. - o
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Discussion

The carriers in this proceeding have been saddled with a
rapidly developing situatlion and the fact that the cost pictuxe is
not ¢clear is understandable. In many cases airports have simply been
invoicing the carriers and the carriers have been attempting to
negotiate contracts with such airports. The outcome of these
negotiations is not known at this time. It is obvioug, however, that
due to the threat of hijackings and associated problems airports and
othexr public authorities have been forced to spend substantiel sung
to protect passengers, and that moxre and more of these costs are
going to be passed on to the carriers.

On the other hand, it can be seen that ac“ual cost informa~
tion is scattered, Carriers had to rely on estimates based. upon
genexal 1nformation furnished by the airports in many cases. The
carziers rely primarily upon the U. S. Department of Iransportatxon's

vationwide estimate of 25 cents per passenger which was presented to
the CAB.

The staff presented no evidence but recommended that'che
applications be denled on the ground that the carriers failed to
present a prima facie case for interim relief.

Under the circumstances, while the Commi.ssion believes that
interiz xelief is in oxder, it should be In zn amount not in excess
of the developed cost picture of the most efficient carrier (except
for Hughes Airwest, discussed hereinafter). PSA was able to‘develop
rezsonzbly complete interim estimates of its costs at 12 cents per
erplaned passenger. Its operation is the most efficlent since,;te .
sexrves high volume airports with a low enplanement cost per passengcr. ;
It is a fair inference that no other carrier enplaning intrastate '
traZfic will reslize costs of less than 12 cents per enplaned
paqsenger.




While, admittedly, uniformity with interstate charges allowed
by the CAB would be highly desirable from 2 convenience standpoint,
exrguments in £avor of convenience and uniformity cammot be stretched
to ‘award interim relief in excess of that mecessary to reimburse the
most efficient carrier for its expenses, when the cost picture
presented by the remaining caxriers is, to say the least, :tncomplete,
and no financial emergency is shown. Maximum fares, historically,
have been set zat the upper limit of the zome of reasonablenmess.
(Pacific Southwest Airlines (1969) 69 CFUC 739, 750.) With the cost
mformat:.on avallabie at the interim hearing, it is not possible to
find, except for Hughes Airwest, that the zome of reasonablemess for
interizm relief iIs above 12 cents. Interim relief is. generally
considered an extraoxdinary remedy. (Citizems Utilities Company
(1971) 72 CPUC 181.) More solid information as to costs is mecessary
to grant the carriers the full wellef requested in this matter.

Hughes Airwest's operations differ significantly from the
carriers in that, ag stated previously, it sexves 28 airports in
California of varying sizes. Alrwest developed detailed enplanements
for two months and either invoices or estimates based on discussions
with airport officials for the same period. It is reasonable to infer
from Aixwest's evidence that the full 25 cents requested may not.
reinburse Aixwest for its security guard expenditures. It is theze~
fore reasomeble to grant Alrwest interim relief of 25 cemts per
passeoger. |
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While the Commission thus believes that interim relief is
warranted, it is obviots that because cost information is incomplete
2nd based partly on general information and estimates, the public _
should be protected from possible overcharxge. Accounting instructions
should be imposed to require carriers to make a separate and distinct
recoxding of suzcharze revenues collected and costs pertaining o
thereto, and also the carriers should be required either not to close
such accounts to imcome in the normal course of business, or to hold
differences between such accounts in zbeyance as a deferred charge or
credit to be Jisposed of as the Commission may direct.

It also seems highly advisable, at least as an interim
watter, to avold, as far as is possible, proliferation of fares which
would restlt from various surcharges at various airports, and which
would cause considerable confusion in uicketing and interlining
passengers. ~

The Commission will therefore grant inte:im.relief in tne
amoun* of 12 cents per emplaned passenger, except for Hughes Airweot
so that the method of collecting the surcharge for armed guard
security costs will be the same as that method curxently used,
intrastate, in collecting the 34-~cent security charge for screening -
costs. |

Hughes Airwest, based upon its paxticular cost analysis,
will be awarded a 25-cent interim avmed guard security charge.

The issue of whether the Commission should adopt the CABR
approach of allowing the airlines to collect these surcharges om a
"per coupon rather tham "per passenger” basis is deferred umntil the
finzl decision in these matters. The Commission was not presented
at the interim hearing with any compelling evidence which would cause
it to modify its view, expressed in Decision No. 81390 :hat chaxges

heuld be on a2 per passenger basis.
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Concurrently, the Commission will modify its orders in the
cases concerning the screening costs so that the same accounting
provisions will be required for both costs.

Fipdings

1. Part 107 of the chera1 Aviation chulations, and the
amendments thereto, reguire that operators of airports. covered by
Paxt 107 provide for the presence of armed law enforcement personnel
prior to and throughout the sereening of passengers prior to boarding.

2. Airport operators covered by Part 107 are,. in most: instances,
passing the costs of furmishing armed guards on to the air carricrs
using such airports.

3. The CAB, in Ordexr 73-5 12 in Docket 253% 5, allowedgcertain
tariffs to become effective which added a cost of 25 cents per ticket
coupon to interstate alr fazes for the pumpose of covering the costs
of armed guwaxds. The 25-cent level was based upon a nationwide
estimate prepared by the U. S, Department of. IranSportation in
December of 1972.

4. The requirement that armed guards be furnished for the
protection of air passengers is of benefit to California intrastate
aix passengers, and applicants should be granted interim relief
because the airport operators are passing substantial amounts of such
costs or to the alr carriers.

5. The applicants herein, except Hughes Airwest, should be
authorized to charge, on a per passengef'basis,'lz cents to defray
the cost of reimbursing airport operators for providing armed guards
at airports.

6. Hughes Airwest should be authorizec a 25-cent per passcnger
suxcharge to defray the cost of reimbursing airport opcrators for

: provxdzng armed guards at airports.
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7. Because at this point cost infoxrmation is based primarily
upen estimates, applicants shall keep a record of the passengexs
enplaned and an accounting of the surcharge revenue collected, plus
related incremental costs for each airport served in Califormia, and
make such data available to the Commission on request.

8. To prevent an undue burden upon either the carrxiers or the
passengers, each of the carxiers shall be required to accowmt for
suxcharges collected separately from other reveaues, and account for
all new and incremental costs pertaining to the functlons fox which
the suxrcharge is collected in a sepaxate get of accounts. Any
differences between such revenues collected and related costs incurred
shall not be closed to Income account but shall be deferxed for
corsideration and disposition by the Commission.

INTERIM ORDER

IT IS ORDERED that: |

1. United Air Lines, Inc., Western Air Limes, Inc., Air
California, Pacific Southwest Aixlines, Holiday Resouxrces Inc. dba
Yoliday Airlines, and Trans World Airlincs, Inc. are authorized an
intexim Increase in the awount collected from each passenger they
troansport within California by an amount not exceeding 12 cents,
pending further order of the Cormission.

2. Eughes Air Corp. dba Hughes Airwest is authorized an interim
increase in the amownt collected from each passenger it transports
within California not to exceed 25 cents, peading further o:der of the
- Commission.

3. The tariff filings as a result of this ozder shall be. madn
effective not earlier than five days after the effective date. of this
oxdex, on not less than five days' notice to the Commlsslon and the
»ublic. :

4. The authority granted herein shall expire unlesa exercised

within sixty days after the effective date of this order.
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5. Each of the above-mentioned carriers shall keep a recoxrd
of the passengers enplaned and an accounting of the surchaxge revenue
collected and related costs for each of the alrports served in
California and sball make such information avallable to the Commission
on request.

6. Tke accounting for all surcharge revenues and all costs
pertaining to the functions for which the surcharge is collected
shall be in a separate set of accounts. Any differences between
such revenues collected and related costs incurred shall not be
~ closed to income accoumt, but shall be deferred for consideration and
disposition by the Commission. '

7. The surcharge authorized by this ordsr shall be used solely
for the purpose of defraying the costs of providing avmed guards at
airports, from and after the effective date of this order.

The effective date of this order shall be t:e.n days after
the date hereof.
: Dated at Sen Franciseo ’ Califomia, this 7[ ‘%
day of DECEMBER T




