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SESrORZ THE PUBLIC UTILITIES COMMISSION O TZZ STATZ OI' CALIE'OMIA

Application of PACIFIC SOUTEWEST
AIRLINES for authority to amend
_ts local passenger tariff No. 1 App;.,.cat:l.on No. 55474
o provide for a promotional faxe (Filed ..anuary 31, 1975)
reduction and service charze on
lost tickets requi.ring either a
cred:f.t or cash refund ,

INTERTM OPINION

Pacific Soutkwest Airlines (PSA) seexks authority to amend
ts Local Passenger Tariff No. 1 to provide a promotiocal fare
*educc;’.on and to establisk a $2.00 sexvice chax ze om lost tickets
"cquiring cither a credit or cash zefund. s
A protast to the granting of the pzono:ional fazes sought:v
serein was f£iled om Februaxy 4, 1975 dy United Alx L..nes, Inc.
{Caited). ’
' The pzomotional fares sougat bercin aze Zox a ni::ety day :
seriod, and would apply as £ollcws- : ‘
' (a) Exverimental Tour Fare

Twenty-£ive percent d;‘.scount on all "SA TouUtes
in commection wita a peblizzed toux approved
by 2SA.

Restriection: Mot va..id on “ric.ays
and Sumdays after 12 noon and oer:ain
ho.u:.days. '

Weelend :amlv »lan

Bustacé and wife acd caild.en 25 vercent
" discount off regular £ares con any PSA .
Jem:.
Restriction: Valid only oz Fridays
and Suncays uvmtil 12 nmoon and all
day Satrxday a2rd excepted holidays.
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" (e) weekend Cozmuster Book

Sale of ten tickets on all :outes 25
pexcent discount.

Restriction: Valid only on Fridays and
stancays uctll 12 noen and all day Saturdays:
and excepted holidays.

Saturday Round-Tris Excursion Tare

Thirty-five percent discount for sace c.ay
-oz:nd-tr:.? travel cn Saturdays on acy
segment.

The appiication contains the followmg allegat:.ons in
support of an immedfate ex parte ordexr authorizing the establisawent
of tue promoticnal fares:

. Previcusly, PSA has offered to the publlc only limited .
promotional Zazes. 7Zhis pol:.cy was prexised on the 2ssumption that
fare administration costs gemerally out:we:.gh?d additional revenves

. to PSA and any additional convenience te its passengers. This

. became particularly true as lead factors in the vaxious corridor.

zarkets Degdn o expand in 1972 amd 1973. ?SA, however, incz:r.*ed

s..bstant..al zeducticns in passengex to«.alé. in 1974. This 3s
attributable o both a declining economy and increasing fuel costs
azd resultlag bigher faves. 254 bas determized that the most.
sigaificant dropoff bas been among discretiorary tTavelers (passen-
gers that travel for recreation or otkeT non-business purposes).
TSA believes t3ar tie lowerieg of fazes on an experizenzal basis
en certain £lights used priocipally by discretionary travelers will
2TTxact such passengers Lo 1ts sexvices. Icplementation of pro-
cotional fares promises also to increase PSA's load facto:., on.

t2ose non-peak Llights whica kave recent...y expa:" enced’ e::::reme.y
low lcad f:zctors. : \ :
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PSA asserts that adoption of the proposed promotiomal .
fare reductions will not divert passeagers Lrom competing carri ers
ia the corzidor markets; ome of the competing carriers, Alx
California, in fact, alrecady offers a wide raege of promotiozal g
fares. The application states that the nroposed Lfares are only
inzended to be offered at non-peak period times where there is little
competition for p:oslaectwe passengers. The kolidays of I.incola'
pirthday, Washington' $ birtaday,and Zaster are; for exanple
specifically excluded from the fare.proposal. PSA asse:cts that
the proposed fares will be in effect oanly duzizng those .days of
the week and hours of the day that it has expexienced de mini::us
load £actors, such a3 on Satuxdays and Surdays and midday fln.ghts.., '

PSA alleges that because of the limited application ,
intended for tie proposed promotiomal fare reductions, any diversion
will be imsignificant; and that a more precise evalvation can be
cade of Increased traffic genmexated as well as diversiorary impact
cfrer the experizental perfod bas expired. 2SA urgently requests
its application be granted immediately om an ex parte basis 5o as
to enadle it To confront the pressing ::':oolcm of zeverue d:a...nage
on its mom-peak howr £lights. - ‘

Tnited ooposes the establisument of t.he prdcosed pro-

tional fazes. Unlted's prozest states, iz part, as follows::

s J~e Commission is aware Lrom the fxxe fne—eise apnlications
vhica it has ccted upon during 1974, United und bSA are :z...ghly
competitive in majox Californiz aix travel mar;cet.,, particalarly.

in the Los Azgeles~San Trancisco corzridor, a=d tkat with respect

to such mazkets, 2SA is the faze-maldog cax=iex. Accordingly, any
changes in PSA's fares, pasticularly tkose involving -eductions, .
tead to de reflected iz United’s fores, w:.thout regard o their
Tevenve effect on Taited’s ope:atz.o:zs. Ta &3 Dec:..,:*.on No. 33814




the Commission noted that United e::pec:cd to experlence an éperating
loss from its total operations within Califorria duriag 1974 of
$4,476,071 ar the fares proposed in its Zighth Amendment to iT3
- Application No. 54549, assuming such faves kad been in effect for
tze full year. Unized's protest reflects its concern that the
proposed reduced fares, which would tend for competitive rcasons
to be reflected iz United's Intrastate fares, would only serve
o iopaix United's reverues without adding to its ca:nings For
 example, In the xzajor Los Angeles-San Franeisco cor:ico: Trited
' provides 15 £Lights in each direction. Southbound service is at
hourly imtezvals £rom 7:00 a.m. to 2:00 p.o., daily, together with
one departuze ot 12:25 a.m. which opexates every day but Suoday.
Northbound servicé is at hourly intervals f£rom 8:00 3.z. to 8:00
P-R., <aily, with addftional departrzes at 7:30 p.m.. and 10:00 p.:n.,
which operate every day but Satwrday. In tals portion of Taited's
opezations, its cuxrent load factors are An excess of 70 pe=cent. .
Waile mte:sm..e t:aafic =3y p::ov-’de sone of :hio patxorage, such.
traffic 1s ‘at faze levels gepezally h.u.g:e:: ...an ttose applicadle
2o Iafrastate fxaffic beltiween the saze poiats. Toexelore, if
Tnized should be compelled by competitive mecessity to match PSA’s

reduced fares, the caly foreseeadle zestlt would be a declize in .
its California iztr=astate Toverces without azy s~gm.£:.cant reduction
in related Operating expenses.

- Usited. ‘Protests the reduced fares oz the, gomds tbat

{1) 2SA has "£2i1led zo Jdemonst=ate oy zeliable cata that the perlods
Qzing which the. proposed redeced fares would de iz effect axre
in £act Ylow-traflic pericds to which tkhe redrced fares would a'-tract
aew disczetionary t=affic; {2) the Zailvxe of 2SA to estaoli.,h that
tke p:oposed zedeced fares woulc’. not ccfcat tbeir o*a.ensd.ole




AL S5674 3R

objective by diverting traffic from a full-faxre basis to the
discount basis p“:Opose'd by PSA: (3) tke .probability that reduced
fares based upon low-lsad facters w ©ld tead to Spread to other
route segments with low-load factors without zegazd to tie <3y or -
tize that t..cy are experienced; and &y the adverse efiect oun
Talited's fares without" accompanying Tevenue benefits.
) Teited '..cques;.s that the Commission demy P3A's zequest
for ex parte handl'ing of thke application insofar as it seeks
2uthority o establish tke =educed fares promsed and requests
that the matter be set for hearing.
Discussion .. . PR o
. The proposed reduced fares are scheduled o be anol:‘.cable‘ i
for a ninety~day pe.:_iod to commence 3s SOOnQ as -:oss:.ble- In order )
to Cest the effect of suck faves they szould be appilcable before
the swmmer travel peak begins. o
. 1t appears that Usited's protest is df;,_rectéd primam'ily
to reductions oo 'the heavily traveled and highly competitive
“oute between San Franclsco {ST0) and Los Angeles (LAX), whick
1s Tnited’'s principal" California intzastale market.

Tae authorization of the pomt:.cnal fares om an ox ﬂarte
basis in markets other than SFO-LAX would give considexaticn to
Toited’s protest, yet would pesmit the promotiomal faxes to expize
before the begianing of the peak sumwer travel season, thus
peraitting PSA o determine whettex such promotionsl fazes will
pxovide the expected. ..«.timl.a:ion et dn.sc*et:.ona*y travel in
lcw trafliic neriods.
rindings and Conclusions .

Ic the circtmstances, the Commission £irds that the -
establishoent of the proposed nilnery-day promotional ZLares ¢u an
ex parte basis {except between SFO ond L4X) will not substantially
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affect the revenues of cozpeticg air carriers, and that immediate
establichment of said fares is cecessssy in order to permdt deter-
aization of their effect on travel patteras before the smr |
t-aVAl season begins.
The Cozmission concludes that imterim authority seould
e granted as set fort:h In the followm, oxder, and thkat tke

application stould be set for hearing as to the balarce of The
request contained therela.

INTZXTM CRDER

rr IS CROERED that

1. Paclfic Soutkwest Ai.rl:.::es is authorized to e.,tabllsh
the experi.nenz:al ninety-day prozotional fzores desc-:.'bed in Applica- '
tion No. 55474, except that such Lares shall not be applicadle '
between San Francisco {S0) acd Los Angeles ( qx) » aad except that
the proposed Saturd.ay Rowad~Trip Excursion £ares spall. be 130
percent of the otherwioe applicavle ore-way £a e oet*.aeen the same
somts. _

2. Taxiff publicaticns author:...ed o be ...ade as a result o..
tkis oxdexr shall be filed rot earlier fiam the cffective date of -
this order ard-may be made effective not earlier than two days.
aftex the effoctive date of this order on net less than two days®
zotice to the Ccmis:s:.on a.r.d to the ')L.Dhc. ' |
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3. - The 2uthority granted beein $hall e:cpi"e unless exercised
within thirty days after the date bercof. ,
The effcctive date c¢f this o*der skall be ten days a.cm
the date hezeof. 7
Dated at San Franciagn , California, this R O =
day of FEBRUARY » 1975. |




