
Decision No. 89536 OCT 1 7 19?5 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE S!ATE OF CALIFORNIA 

Applie:ltion of CONTI~'EN!AL AIR LINES, ) 
INC. for authority to increase intr~- ) 
state passenger fares. S 

INTERIM OPI~"ION 

Apl>lication No. 580,63 
(Filed Mo.y 10, 1978) 

Continental Air Lines, Inc. (Continental) operates as an air 
common carrier of p.:lssengcrs and property between points located in 
various states of the United Stntes, including the State of California, 
and the U. S. Trust Territory of the Pacific Islands and Japan. In ~he 
State of California, Continental operates in intrastate as well as 
interstate commerce providing local service between San Jose on the one 
hand, .:1nd Holl~ood/Burbank and· Ont3rio, on the other h.and, :lS well as 
service between these and other California cities and points in other 
st~tes. . 

By this application, Continental seeks authority to increase 
~ its intr~state passenger fares in five ste?s from S.5 percent to 22 

percent at the fifth step as set forth in Exhibit I of the application 
to offset increases in operating costs. 

Continent.o.l's present f3rcs were authorized by Decision 
No. 88901, dated May 31, 1978. ,This decision authorized Continent~l 
to increase its f~rcs in the Hollywood/Burb~nk-San Jose market to 
catch increases alre~dy granted to Paeific Southwest Airlines (PSA) 
by Decision No .. 88180, dated November 29, 1977. 

By Applic:ltions Nos .. 57912 and 58001, PSA has proposed fur
ther increases in its Hollywood/Burbank-San Jose fares to be phased • 
in over a one-year period. By this application Continental requests 
the permission of the Commission to incre:::.sc its fares in t:').c Hollywood/ 
Burbank-San Jose market by the same amount as proposed by PSA or~ 
alternately, by whatever amount the Commission deems reasonable for ?SA. 
Continenta.l notes that in a rumber of its decisions (most reee~tly 
Decision No. 88180, dated November 29, 1977) the Commission has held 
that PSA is the fare-setting.carrier in the intra-California markets 
it serves.. Continental's p:t'oposed fare increase is estimated to, produce 
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a 'rCVCmlC of $56,970 in a.ddition to the $40,195 requested in Applica .... 
tion No. 53026 as shown in Exhibit III attached to this application. 
Decision No. 88901, datC!d ~y 31, 1978, granted Continental the fare 
increases· sought in i-cs aforementioned Application No ... 58026· .. 

In Decision No .. 89149, dated July 25, 1978, in Applications 
Nos. 58001 and 57912, the Commission granted authority to PSA to 
r.:lise or lwcr its fares within .:l zone of reasonableness having as its 
upper limit 15 percent above present fares :lnd as its l~er limits 35 
percent below present f~rcs. The order stated tholt the' authority 
grAnted to PSA includes the right to altcr or modify its fare on ten 
d:J.ys r notice to the Commission. 1'SA. b.:ls full latitude to experiment' 
in eiffercr.:t 'lllarkets, at different times of the day, different &-:'Y5 of 
the week, or different seasons of the year.. Also" PSA ~y inaugura.te 
whatever c:tpacity, reservations, or ticketir.g controls itdecms appro
priate.. Similar authority was granted to Air' California in Decision 
No. 89161, dated July 25" 1978, in Applic~tion No. 58-126 .. 

The Commission has historically found PSA and Air ~lifornia 
to be the low-cost ratemaking carriers in C~lifornia and has author
ized interstate air carriers to r~ise their intrastate air fares to 
~hc s~e levels ~uthori%ed for PSA and Air ~li£ornia. We believe 
that Continental should have the s:rme opportunity as PSA and Air 
California to establish experimental air fares within the zene of 
rC:lsonablcness described above. We will grant such authority to 
Continental subject to the same conditions established by PSA in Deci
sion No .. 89149 and for Air california in Decision No .. 8'9161 .. 

Tr~ authorization contained herein will terminate one year 
after the effective date of this decision or upon further order of the 

Commission .. 
Findings 

1.. Continental seeks authority by this application to increase 
its intrastate fares by a range of 8 .. 5 percent to 22 percent in five 
steps to offset increased operating costs and to match PSA's revenue 
increase ~uthorizcd by the Commission .. 
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4It 2. Decisions. Nos. 89149 and 89161 authorized PSA and Air 
California on an interim basis to establish increased air fares ~d 
discount fare programs not to' exceed 15 percent by way of increase 
over present fares and not t~ exceed 35 percent by w~y of discount 
under present fares~ on not less th3n ten days'notice to the Commis
sion ~nd to the public. 

3. The Commission historically has found PSA and Air 
C:llifo::nia to be the lw-cost ratcmaking carriers in Californi:1 and 
MS authorized interstate air ctlrri.ers to raise their intrast.3te air 
fares to the levels authorized for PSA and Air california. 

4. As shOW'.O. on Exhibit III at~ched to the ap:plication, 
Continental's proposed fare increase is estimated to proauce an addi
tional annual revenue of appr9ximately $56,970. 

5. Notice of the filing of the application appeared on the 
Commission's Daily. ~lendar. 

6. No protest has been filed with the Commission regarding this 
.;!pplication. e 7. In order to give Contincnta.1 the opportunity to be competi
tive with PSA a.nd Air c.:x.lifornia as soon as possible, the order 
:::hould be made effective on the date hereof. 

We conclude that the applicant sh~~ldbe granted relief 
simil.:lr to th3t gr.antcd to PSA and Air C:l.lifornia in Decisions Nos. 
89149 and 89161~ respectively. A public hearing is not necess~ry. 

INtERIM ORDER 

IT IS ORDERED th.l t Continental Air Lines, Inc. is authorized 
to establish increased air f~res and discount air fare progra~ not to 
exceed 15 percent by way of increase ovor present fa:es and not to 
exceed 35 .. percent by W3y .of discount under, present fares, on not less 
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than ten days' notice to the Commission and to the public and for 3 

period of one year from the date of this order or until further orde: 
of the Commission .. 

!he effective date of tl1is order is the date hereof. 
Dated at Sa.n Fran. , California, this I?CI-

--~~~~~---- I 
of ___ OC_T_O_Bfi..;.;;:.. ___ , 1978. 

day 


