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BEFORE !'HE PUBLIC urn.ITIES CCHaSSION OF THE'STATE OFCAI.IFORNIA 

Applic:atioa. of UNrJ:El) AIR. I.INES~ ~ 
mc_~ for authority to increase . 
intrastate passenger fares. 

) 

OPINION ----_ ...... -

ApplicatiOll' No •. 5585:7 '. 
, (Filed AugustlZ, 1975) 

United Air Lines ~ Inc. (United) operates as a 'common carrier 

by air of passengers and property between points located in various 

states of the Unite<l States~ including the State of California, and 
British Colllmbia and Ontario in Canada. In the State of California, 
applicant operates in intrastate as well as iuterstate commerce 
prcvid:lng local services between various Cal:Cfornia eities~ as well 

as service between these cities and points in other states. 
In this application United seeks authority to increase 

its intrastate passenger air fares to reflec't (1) the extension 
generally to applicant t s other markets in California of the' 6.5 percent 
increase authorized to applicant on an interim basis. by Decision 
No .. 84598 dated J'lme 24, 1975 in Application No .. 55615- with respect 
to its jet coach or commuter service between city pairs served by 
Pacific Southwest Airlines (PSA) and with respect to' applicant r s first· 

class l.os Angeles-San Francisco/Oakland fares, and (2) an'increase 
of 1 .. 92 percent in all fares, including those proposed in (1) above, 
similar to that authorized on an interim. basis. to PSA by Dec1sion 
No. 84767 dated August 5, 1975 in Application No. 55160. 

Tbe revenue effect of the proposed f~es is determined as 
follows. United estimates that during the twelve months ended 

March 31, 1975 it carried 1~21S~433 fntrastate passengers between 
the points and iI:J; the classes of service which would be subject to 

the· proposed increased fares. Apply1ng the propo~ed inereasedfares 

to this volume of traffic would produce estimated additional annual 

revenue of approximately $1~032~OOO. 

-1-

" 



A.. 558S7 lmn e . e···~ 

Exhibit C to the appl1cation. analyzes the revenue.~ expense ~ . 
and opera~ing mcome (or loss) for each city pa:£.r operated by United. 
Of the 19 city· pairs analyzed ~ United incurred opera1:ing losses for 
the year ending March 3l~ 1975 for all but one marke1: (Los Angeles­
Monterey) .. The overall estimated operating resul1:s for United..' s 
nonstop combtnation service fn its California tntraS1:ate markets for 

the year ended March. 31~ 1975 are as follows: 
Operating: Revenues $48,474,297 
Operating E~· $ 62,664,396 
Operating. Profit ,(Loss) $(l4,190~099) 

the appll.cation contains the following information in 

support of the re<t~ested fare increase: In many· of its. intrastate 
markets ~ United's fares have been approved by the CommiSSion on the 
basis of PSA' s operations, considering PSA. to be· the ratemald.rag 
carrier.. United has for some time conduc1:ed its california intrastate 

operations at a net loss.. Those losses have been documented in 

earlier filings with the Commission and recognized· by the Commission 

in the decisions authorizixlg the existing fares.. That situation: 

continues to prevail, as evidenced by the f~ct. that during the twelve 
months ended March 31~ 1975, United incurred a loss of '$14,190~099 . 
from interstate and intrastate operations within California. . While 
these losses are for interstate and intrastate operationswithfn 
California combined, United's intrastate operations contribute 
disproportionately to the total. Exhibit R to the application shows 

that for the year ended March 31, 1975, United's average yield from. 
California intrastate operations was $.0725 per passenger mile. This 
yield is only 66.5 percent of the yield of $ .. 1090 per passenger mile 

from int.erstate traffic between points withi:o. the state. 

The application further states that United, like PSA. has 
experienced substantial increases. in its cost of jet fuel. In 
July 1974. united's average fUel" cost per gall~wa$ 23.14 cents 

(Application No. 54549~ Exhibit A-1).. In the. month of· May 19~5,. this· . .' . 
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cost had increased to 26.047 cents, an :lnc:rease of 2.907 cents or 
12 .. 56 percent (Civil Aeronautics Board Press Release CAB 75-111,. 
July 9',. 1975).. During the year 1974,. fuel costs ~epresented 
15.2 percent of United's operating expenses. 

Applicant requests ex parte treatment in view of the 
operating losses now being incurred by United from. its California 

intrastate operations.. The appl1ea.tion shows that it was served in 

accordance with Carmission procedural rules. In addition,. notice 

of t~ fi1:lng of the application appeared on the Coomdssion t s Daily 
Calendar. There axe no protests or requests for public bearing;. 
Findings 

1. United seeks authority to increase its f1r~ class t jet 
coach, jet commuter,. standby, aneI children's airfares to reflect: 

(3) The extension generally to United's other 
markets in California of tbe 6.5 percent 
increase authorized to United on .an interim 
basis by Decision No.. 8459S dated June 24, 
1975 in Application No. 55615 with respect 
to its jet coach or commuter service between. 
city pairs served by PSA and with respect to 
United's first class Los Angeles-San FranciSCO/ 
oakland fares; and 

(b) An increase of 1.92 percent in all £ares~ 
including those proposed in (a) abOve,. s1m:Llar 
to that authorized 011 au interim basis to PSA 
by Decision No. 84767 dated August S, 1975 
in Application No. 55160 .. 

2. The £:tnB.ncial data submitted with Application No. 55615 
shows that United's operations in the markets here under consideration 

were conducted at a loss in the year ended March 31,. 1975!, and if 
the proposed increased fares 'are authorized', such losses would,not 
be eliminated. 
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3. The Commission historically bas considered PSA to be the 
low-cost ratemak1ng carrier in the california corridor and ~ in the 
past> bas authorized other passenger air carriers to raise their 

commuter air fares to the levels authorized to PSI\. between competitive 
points> and also has. authorized proportionate increases in fares for 
other classes of service. 

4. An increase in United r $ air fares by the same percentage 
amounts authorized to PSA !s reasonable and the resulting 
increases are justified. Such action is consistent with pas.t 
decisions of the Commission involving fares of United and . PSA. 

5. A public hearing is not necessary. 
ConclUSion 

The Commiss.ion concludes that United should be granted 
authority to inerease its fares to the extent found reasonable above. 

ORDER 
-----~ 

IT IS ORDERED that : 

1... United Air Lines:. Inc. is authorized to establish the 
increased passenge2: air. fares set forth in Application 
No. 55857. 

2. Experimental ninety-day promotional fares shall be 
constructed on the basis of the increased fares authorized in 
Ordering Paragraph 1 of this decision. 

3. Tariff publications authorized, to be made as a ,result of 
this "rder may be made effective not earlier than five days after 
the effective date of this order on not less than five: days' notice 
to the CommisSion and to the public., 
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4. 'Ibe authority granted herein sball expire unless exercised 
within ninety days after the date hereof. 

'The effective, date of t~ order is the date hereof." ,IJ.: 
Dated: at 81m Flandsco ~, California ~ th:Ls' i?6.x;..;, 

day of ' '";AOGt1.S.t ~ 1975. 
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