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Decision 07-06-007  June 7, 2007
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

	In the Matter of the Application of CATALINA CLASSIC CRUISES, INC., to increase fare levels for scheduled and non-scheduled service for the transportation of passengers in vessel common carrier service between the Port of Long Beach and San Pedro, on the one hand, and Santa Catalina Island, on the other hand.  

	Application 07-02-025
(Filed February 23, 2007)


OPINION

Summary

This decision grants the application of Catalina Classic Cruises, Inc. (Applicant), a corporation, to increase its fares pursuant to Pub. Util. Code § 454.  The increases range between 6% and 19.7% above current fares.
Discussion

Applicant holds a certificate to operate as a vessel common carrier (VCC) to transport passengers and their baggage (1) in scheduled service between the Ports of Long Beach and Los Angeles, on the one hand, and Avalon on Santa Catalina Island, on the other hand; (2) in nonscheduled service between the Ports and any point on Santa Catalina Island; and (3) in ship-to-shore service (“tendering service”) between cruise ships anchored off Santa Catalina Island and Avalon.    
    The application requests authority to increase fares for transportation from the mainland to Avalon and other points on the Island (primarily camps).  Applicant's current fares were established in 2002 when it was first granted permanent authority to operate by Decision (D.) 02-10-037.  The current and proposed fares are shown below.  The increases range between 6% and 19.7%.
	Fare

Category

	Regular Fares
	Regular Fares with Authorized Surcharge
	Proposed Regular Fares

	
	One-
Way
	Round-Trip
	One-
Way
	Round-Trip
	One-
Way
	Round-Trip

	Adult
	$15.50
	$31.00
	$18.50
	$37.25
	$21.50
	$43.00

	Senior
	$14.25
	$28.50
	$17.00
	$34.00
	$20.00
	$40.00

	Military
	$14.25
	$28.50
	$17.00
	$34.00
	$20.00
	$40.00

	Child
	$12.75
	$25.50
	$15.25
	$30.50
	$18.25
	$36.50

	Infant
	$0
	$0
	$0
	$0
	$0
	$0

	Group
	N/A
	$28.00
	N/A
	$33.50
	N/A
	$39.50

	Camper
	N/A
	$31.00
	N/A
	$37.25
	N/A
	$39.50


Applicant states that it has experienced dramatic cost increases over the last four years.  For example, salaries (crew and captain combined) rose from $387,301 in 2003 to $688,697 in 2006, an increase of almost 78%.  Related payroll taxes for the same period increased 111%.  Applicant’s “cost of equipment” (vessel rental and maintenance expenses combined) rose 50% during the period from $508,573 to $761,878.  Other examples cited are “dock rent and electricity” - 36%; workers’ compensation coverage - 41%; and health and dental costs – 32%.  
Applicant indicates that one of its most significant expense items is the cost of fuel.  In 2003, it paid as low as $1.04 per gallon for diesel fuel, and its total fuel expenditure was $106,242.  In contrast, in 2006 the price of diesel fuel per gallon fluctuated from just over $2.00 to $2.75.  Applicant reports consuming approximately 125,000 gallons of fuel in 2006 at an average rate of $2.43 per gallon, for a total cost of about $304,000.  

On the revenue side, Applicant’s income increased over the 2003-2006 period by approximately $780,000, aided by a Commission-authorized fuel surcharge.
  Applicant explains that its higher costs consumed most of the increased revenue derived from the surcharge.  Its operating ratios in 2003, 2004, and 2005 were 93%, 96.4%, and 94.1%, respectively.  It sustained a slight loss of about $600 in 2006.  Applicant is concerned that the present fares, even supplemented by the authorized fuel surcharge, are not enough to assure its operation will break even in the future, let alone provide for a reasonable profit margin.  
Applicant states that the proposed increases would not dramatically affect its bottom line, but would provide some much needed breathing room.  Raising the camper fare (which is sold only on a round-trip basis) by 6% would provide approximately $80,000 in additional revenue if ridership remains the same at about 35,000 passengers annually.  Another $10,000 would be gained from the fare increases on scheduled service to Avalon.  The total of $90,000 in added revenue would improve Applicant’s operating ratio by about 3.75%.   Applicant seeks authority to implement the requested increases on 10 days’ notice to the public.
We find that Applicant's requests are justified.  We will grant the application effective immediately.

Notice of filing of the application appeared in the Commission’s Daily Calendar on March 2, 2007.   A notice of the application was served on the Cities of Los Angeles and Avalon and the County of Los Angeles.  
In Resolution ALJ 176-3189 dated March 15, 2007, the Commission preliminarily categorized this application as ratesetting, and preliminarily determined that hearings were not necessary.  No protest has been received.  Given this status, public hearing is not necessary, and it is not necessary to alter the preliminary determinations made in Resolution ALJ 176-3189.

This is an uncontested matter in which the decision grants the relief requested.  Accordingly, pursuant to Pub. Util. Code § 311(g)(2), the otherwise applicable 30-day period for public review and comment is being waived.

Assignment of Proceeding

Richard Clark is the assigned Examiner in this proceeding.

Findings of Fact

1. Applicant operates as a VCC to transport passengers and their baggage between the Ports of Long Beach and Los Angeles, on the one hand, and Santa Catalina Island, on the other hand, and to shuttle passengers in ship-to-shore service between cruise ships and Avalon.    

2. The application requests authority to increase fares between 6% and 19.7% for transportation between the mainland and Santa Catalina Island. 
3. Applicant’s current fares were authorized in 2002 by D.02-10-037.

4. Applicant has experienced significant increases in the costs of conducting its vessel service.  

5. Under its current fares, Applicant sustained a slight loss of about $600 in 2006.  
6. Under the proposed increases, Applicant projects additional revenue of approximately $90,000 and an improvement in its operating ratio of around 3.75%.    
7. The proposed fares are justified under Pub. Util. Code § 454.

8. Applicant requests to implement the fare increase on 10 days’ notice to the Commission and the public pursuant to Pub. Util. Code § 491.

9. No protest to the application has been filed.

10. A public hearing is not necessary.

11. It can be seen with certainty that there is no possibility that the activity in question may have a significant effect on the environment.

Conclusions of Law

1. The proposed fare increases are just and reasonable and should be granted.  

2. Applicant should be authorized to implement the fare increase on 10 days’ notice to the Commission and the public.

3. Since the matter is uncontested, the decision should be effective on the date it is signed.

ORDER

IT IS ORDERED that:

1. Catalina Classic Cruises, Inc. (Applicant) is authorized to establish the increased vessel common carrier fares set forth in the application.

2. Tariffs may be filed on or after the effective date of this order.  They may become effective ten days or more after the effective date of this order provided that the Commission and the public are given not less than ten days’ notice.

3. Applicant shall inform the public of the increased fares and their effective date by posting notice at its terminals.  Such notice shall be posted not later than 10 days before the new fares takes effect and shall remain posted for not less than 30 days.

4. This authority shall expire unless exercised within 90 days after the effective date of this order.

5. The Application is granted as set forth above.

6. This proceeding is closed.

This order is effective today.

Dated June 7, 2007, at San Francisco, California.
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    Commissioners

� The Commission has authorized all vessel common carriers to adjust their fares up to 20% to offset higher fuel costs.  The authority, most recently extended for one year by Resolution TL-19080, is scheduled to expire on November 30, 2007, unless earlier modified or canceled by the Commission.  
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