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B270RE THE PUBLIC UTILITISES COMMISSICN OF TET STATE CF CALIFORNIA

In the Matter of the Protest and
Request of the

CITY OF LONG BEACH, CALITORNIA,
and the '

LONG BEACH CHAMBER 0F COMMERCE (I&S) Case No. 7668
For Investigation and Suspension
of Tariff Schedule Published by
Western Afr Lines, Inec., Reducing
Propeller Coach Fares between

Los Angeles and San Francisco,
California. .

In the matter of the petition of the
CITY OF OAKLAND and of the OAKLAND
CHAMEER OF COMMERCZ for suspension
and Investigation of certain fares

of WESTEREN AIRLINES, INC., California
Intrastate Local Passenger Tares
Tariff No. 8, Califormia P.U.C. No. 25.)

ORDER DENYING PEIITION FOR
SUSPENSION AND INVSSTIGATION AND SETTING ERARING

(I&S) Cage No. 7670
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By petitions filed July 19, 1963, the Cities of Long Beach
and Qakland and their respective Chaxbers of Commerce seek suspension
and Iinvestigation of Vestern Adr Lincéf proposed reduced propeller-
coach fare of 513.50 scheduled to become effective August 1, 1963,
between Los Angeles and San Franciseco.’ The current fare is $16.95.

Petitioner: City of Long Beach owns and operates the Iong
Zeach Alrport through which scheduleéfand non~seheduled air
passenger aﬁd frelght £lights provide service. This facility

-

] .

The proposed fare is published in Western's California Intrastate
Locag Pgssenger Fares Tariff No. 8 (C21.P.T.C. No. 25) issued by
M. E. Sullivan, Director of Traffic. .
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L3 desiznatod "Large Eub" by tho Federal Aviation Azoney, wrlch is
the same deciznation az that Siven Los Anneles Intornationsl Alrport.
Long Deach Alrport ranks £4fth in tho mation in oporationzl activity.
The citizens of Long RBeach have = 3ubs;antial invostzent In the Leng
Beach Alrport and proposed Tuprther improvoments of that alrpore.
Petitione» Lon: Coeach Chambder of Cormerce, 2:o0ns otheor things, i1s
onsered An the »romotion and devolonrent of the econoric ~rowth exnd
wolfere of Lomg Zoach and {ts trade orel.
According to tho Lons Teach pevition, nestorn Air Lines,

on April 1, 1962, Inoururated non-stop alr passenszer service between
Lon~ Beach and San Froneisco, using prop~Jet Electrz aircraft, and
continuos %o Lfwrnish sueh zervico. Western'’s one-way coach faore be-
tween Long Soscch and San Francisco ic T17.80, plus tax., At the
prosent time, VWestern provides one northvound and two southbound
mon-stop I{lights per day betwoen Lonz Beach and San Froncisco, using
Prop=Jet Zlectra zireralt., The Petition recites %aat Wostern
resently orovides thrce rownc~trip flizhts per day botween Loz
Angeles International Alrport and Son Francisco, using prop-jet
Blectra alrcralt, with a one-way coach fare of %16.95; 11 round-trip
"thrlft alr™ flights per doy betweon Los 4ngeles and San Frameisco,

cing DC-63 equipment, for a one-wey fare of {11.l3. The Long Bezeh
petitioners aver that these flights althoush using slower ané lesc
modern pircraft than the Zlectra, have brought about s mpjor éiver-
slon of Southern California-Son Francisco Ppassengers from the Leng
Zeach Airport to Loz Angoles and that tho Proposed coach fore

reduction between Los Angeles amé San Franclsco will result 4in

Tarther diversion of Long Beack area Passengers to Los Angeles.
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Petitioners state that the present one-way propeller-
coach fare between Long Beach and San Francisco of $17.80 is 31.9
per cent greater than the »roposed ome-way propeller-coach fare of
£13.50 between Los Angeles and San Francisco. The petition
recites that the fare per mile from Long Beach to San Francisco
i1 4.89 cents (£17.80 2 364 miles) or 25.7 ver cent greater than
the 3.89 cents (£13.50 = 347 miles) fare per mile from Los Angeles
o San Francisco under the proposed reduced fare. The petition
recites that San Trancisco and Cakland are approximately the same
alr miles from Losc Angeles, and the one-way propeller-coach fare
between Los Angeles and San Francisco 15 the same asvthe fare
between 1os Angeles and Oakland. The proposed reduction, peti-~
tioners assert, will create an anomalous situwation in that the
fare from Los Angeles to San Francisco is to be reduced to £13.50,
but the fare from Los Angeles to Oakland, the same distance, will
remain $16.95.

Petitioners aver that business and industry in the
area best served by Long Beach Airport are engaged in competition
with business and industry best served by Los Angeles International
Alrport; that business and industry in the San rancisco area do
business with business and industry in Southern California. In
addition, long Beach and los Angeles competitively seek tourists
and convéntion business, and San Francisco is a noted tourist and
convention center, wihich attracts many visitors in the long Beach
area. Petitioners assert that the fwmishing of air transportation

by Western, using the same equipment over relatively the same

distance, for a fare to Long Beach that is almost 32 percent

-3
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greater than the fare to los Angeles from San Francisco, will
Place Long Beach and its dDusiness and industry 2% a competitive
disadvantage with los Angeles. Petitiomers aver further that
this will reswlt in the unduly diseriminatory treatment of air
passengers desiring to originate or terminate their Sanm Francisco
flight 2t Long Beach Airpoft and that this inequitable fare
structure will result in the diversion o Tos Angeles of traffic
nore conveniently served by Long Beach Airport, thus‘resulting

in treatment prejudicial to Long Beach and preferential to los

ngeles. Petitioners aver that the preferential and privileged

treatnent which will be afforded Los Angeles by the »roposed
unlawful fare reduction will be in violation of Sections 451, 453,
49k and other sections of the Public Utilities Cole and Section 21
of Article XII of the Constitution of the State of California.

Petitioners state that the unduly discriminatory rate
proposed by VWestern Is contrary to the well-established nrinciple
opposing the favoring of one community over another declgred by
this Commission in the following cited nroceedings:

"CT course a lower scheme of rates to 5an Jose
has a tendency to draw dusiness to that city.
San Jose 4is now and has been for zany years a
natural shopping center for the territory
closely adjacent to it and would probably
201d a greater share of this business even
though the rates be exactly the same %6 other
towns. However. 4% 45 no%t the business of

“h4 e mmisss Lo _foster trade °

gular commmity hv counterancine diseriminatory
rares."

(Empnasis added.) (Peninsula Rafilway Company,
6 C.3.C. 658, 664)

= T
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"A carrier as a public servant cammot

build up one communilty a2t the expense of

another and thic 15 what occurs wheznever

rates between incustrizl centers are not

on a2 wiforr and nondiscriminatory basis.”

(Paeific Hlectric Railway Company, 16 C.R.C. 7)

The petition of the City of Oakland azd the Qakland
Chamber of Commerce avers that the economic well being of their
cormunity, other communities in the Zast ZBay, petitioners and 24T
line passengers and the convenience of 2ir line passengers require
that scheduled 2ir line fares from Oakland to a given point dbe no
nigher than such fares from Scn Francisco to same point. These
petitioners allege that the passenger fares of 211 the air lines
providing scheduled service between both Oakland and Los ingeles,
and Sen Francisco ané Los Angeles, with similar equipment, now are
ané have for many years heen identical. It states that tae air

line mileage betweon Ozkland ané Los Angeles and between San

Francisco and Los Angéles is the same. It 1s alleged that the

establishment by Western of 2z fare bYetween San Irancisco and Los
hngeles at a lower level than the fare between Ozkland and Los
Angeles for like service grants a preference or advantage to San
Francisco and West Bay air line passengers ané subjects Oalland, the
Zzst Bay, the petitioners and East Bay air line passengers %o
prejudlice and disadvantage. 1t is furtaer averres thet the establisa-
rent by Vestern of a fare between Sén Francisco and Los Angeles at

a lower level than the fare between Ozklend and los Angeles for

like service conséitutes an unreasonable and walawful difference as
o rates between loczlities; and unlawlfully discriminates againse

petitioners, other Zzst Bay comzunities a2xnd air line passengers.
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Responcent in its reply requests that the petitions for
suspension be denied. It states thzat the $13.50 fore of whiech
Long Beach and Oaklané now complein 15 not a new fare; taat Pacific
Southwest Airlines has had such 2 fare in effect on its Zlectra
aircraft between Los Angeles and San Francisco for some time; that
this fare was spccifically approved by the Commission after full
hearing on Novezuer 22, 1960 (Decision No. 61102); and therefore,
if the preference of which Long BSeach and Cakland now complain
exists at all, it has bYeen in effect for over 2} years. Respondent
states further that granting the relief Tequested by Long Beach
and Oekland would not remove the preference allegedly resulting
from 2 $13.50 fare level between Los Angeles and San Francisco
because Pacific Soutiwest Airlimes would still continue to offer
a 513.50 fare. Therefore, respondent concludes, that the real
question to be decided at this time 1s whether or rot the
Commission must Siscriminate against Western by pronibiting it
from meeting 1ts principal competitor's fare ievel walch has veen

in effect for 2% years. It avers that neither long 3each nor

Oz2xlzand complained to the Commission when the existing $13.50 fare

between Los Angeles and San Freneisco was establiched, even though
that fare created the very preference which they now allege exists.
Therefore, it wouwld te grossly unfair for the Commission to refuse

%o allow Western to meet the exlsting fare level.
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The right of a common cerrier or other public utility,
the reply rocites, to meet the fares of i1ts competitor has long
been recognized by both the United States Supreme Court and the
California Public Utilities Commission. Tals principle was

oxprecssed by the U.S. Supreme Court {in Fast Tennossee, Virzinia, &

Georgle Raflway Co. v. Interstate Cormerce Cormission, 181 TU.S. 1

(1901), in waich the court held thet 2 reilroed could legally meet

the rates of itc compoetitor, evenltﬁoush it violated the 19ng haul-

stort haul rule:

"(C)ompetiticn which 415 real and substantisl end
exercizes » notentiosl 4influsnce on rates to a
prrticuler point, brings into Play the dissimilarity
of cirecumztence ~nd condition Provided by the
stefute, ~nd Justifies the lesser chorge to the more
Cistent ond competitive »oint then to the neorer end
noncompetitive place . . . (T)als right £s not
cestrored by the mere fact that incidentally the
lesser charge to the compotitivo point may seecxingly
glve & preference to that Point, and the zreater rate
to the noncompetitive point may apporently engender
& diserimination against 1t. We £ay seezingly on
the one hand and apparontly on %he other, vecause in
the supposed cases the Preference 4Ls not 'uncdue' or
the diserimization funjust.'" (181 U.S. 19)

The reply further states that the California Public
Utllities Commission has followed +he adove holding in a long and
unbroken line of legal authority. As a rocent example, in Decision

Yo. 562iz, 56 Cal.P.U.C. 169 (1958), tne Commi:sion stated as

follows:

"In our opinion, respondont (Pocific Gns &
Zlectric Companr) hes the legol right to reduce 1ts
rntos in order to meet in 200d Loith the competitive
rrtes being offered by the Shestr Dem Area Public
Utility Districet, erguments of certein counsel +o
the contrrry notwithstending. There is omple preocod-
ent for such ection, both in this Commission's
prior determinetion end 4in those of other stotes.
The long ond unbroken line of legal authority and
precedent in such rospect overwhelmingly sustains
the right of a utility to meet in good folith a com-
Potitive ratoe without rendering {tsell subject to a
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charge of wnlawful locality diserimination. Morely
for the purpose of zaintalning all of a particular
¢lass of customers on an exact parity, this Com-
zission sanould not compel a utility to charge rates
which will amninilate 1ts service in ¢conmpetitive
territory." (56 Cal.P.U.C. 172; Emphasis added)

The same rule, respondent states, had already been adopred

by the California Railroad Commission iz Case No. 3015, 36 C.R.C.

767 (1931). The Commission there followed the United States Suprenme

Court's holding in the East Tennessee Case. zupra, and stated as

follows:

"Neither in reason nor on auvthority zay it
be concluded that tae company by merely meeting
the rates of 1its competitor im order +o attempt
to hold its business ereated an undust or wlawful
diserimination. While the prevention of locality
diserimination long 2go 2as been the object of
rohlbitory statutes, Federal and State, and of
orders of administrative bodies suek as the inter-
state Commerce Commission and the various State,
rallroad and utility commissions, the existence of
competition at one point and not at another has,
in 1itsell, generally been deemed %o destroy that
similarity of circumstances and conditions without
whicka suca diserimination would not exist . . .

"As to carriers, the United States Supreme
Court in interpreting, and the Interstate Commerce
Commission in acministering, the Interstate Commerce
Act have repeatedly recogznized the existence of
competition as justifying rates whicn @iffer as
between localities, variations forced by competition
not being comsidered to work an unlawful discrirination
(eiting 181 U.S. 1, 19; 162 U.5. 1975 168 U.S. 144;

190 U.S. 273; and two Interstate Commerce Commission
cases).

"Similarly in Califormia this Commission has
wnifornly recognized the existence of competition
as warranting railroad companies in publishing 2
lower rate at a competitive poin%t than a corre-
sponding one waere competition does not exist.”
(36 Cc.r.C. 770-7775 Expnasis added by the Commission).
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Upon consideration of the allezations 4in the petitions
and the repllies thereto, the Commission {2 of the opinlon amd {inds
thet this Is not a matter in which its suspension power szould be
exercised but 1s one in which hearings should be scheduled for the
rocelipt of evidence concerniny cho issues which have been ralsed.

Good.cause appearing,

T IS ORDERED thats

1. Sald pevitions for suspension and investization are
hereby denied without prejudice.

2. A bearing in theso proceedings on the matters referred
to above be neld belfore such Commlissioner or Examniner as may be
designated at & time and place %o be detormined.

3. Coples of thils order shall be fortowith served upon
petitioners and wpon Western xir Lines, Ine.

Dated at Sen Francisco, California, this 317; day of
July, 1963.
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22, being
sssioner Froderick B. Holohofl,
oo =i1y abseat, &id a0t participato

neeosnas
in the c.i..;o.,d.t..on o tris prococding.




