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"."Dec:'.sidh No. _ 71310 D gﬁhﬁ%ﬁl
BE'FORE THE PUBLIC UTEHIES COVIMISSION OF THE . STATE OF CALH"ORNIA

in the Matter of the application of
CALIFORNIA TIME AIRLINES, INC., @
California corporation, %or a certifi-
cote of public convenience and necessity
238 2@ passenger air carrier between the -
cirpoxrts of Los Angeles and/or Burbank,
San Jose and/or Oakland and/or
Szgn Franggsco, Lake Tal;oc and Santa Ana
Tacge County Alrport ursuant to
Chaptex &, Pgt 2, D:Lvisxon 1 of the
Public Ut:.lities Code. -

Appl:[cat:'.on No. 47843
(Filed August 25, 1965;
Amended October 15, 1965-
/Amended October: 20 1965.) :
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Apolicat:[on of CALIFORNIA AIRLINES for a

ertificate of public coavenience and
acce ssity to engage in the intra-state
txansportation of persons and property.

Application No. 47913
(Filed September 22, 1965;
Avended November 15 1965

 Application of AIR CALIFORNIA for a
+ cextificate of public convenience and Appln'.cat:.on No. 48406

(Filed April 18, 1966). )

Domn C. Douglass, for California Time Airlines,
Inc. and %'EHJ:' ornia Airlines, applicants.

Mark T. Gates, Jr, and J. Thomas Talbot,
Lor Aix Calilornia, applicant.

W. F. Macirnes and William R. Holmes, In propria
pcrsonae, protestants,

Jack M. Stoops, for Pacific Southwest Airl:'.nes,
~ Ravmond E. Costello, for Pzacific Air I Lives, Inc.;
Stephen J. Slacde, for Los Angeles Alrways;
Do g.lsde%r, Tor A.B.C. Airiines, Ingé, Walter
A. Wilson, Zor Newport Upper Bay Association;
PRII N. Scheid, for Bay Area Citizens Council of
Orange lounty and in proprla persona; Elmer
Eberhardt; R. M. Towle; Cyril Fritz; 2nd
Dr. L. K. Wanlass, interested parties.

George L. Hmmt, Eric Mobr and Milton J. DeBarr,
tor the Com:iss:.on staff.
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OPINION

Each of the applications herein seeks a certificatc of 4
public convenience and necessity guthorizing passenger air carrier.' '
service from Orange County Airport at Santa Apa (OCA)"‘ to tl:e ‘/
San Francisco Bay Avea. | | | o “ |

Public hearing was held before Examiner Gravelle at Santa

Ana on June 28, 29 and 30, 1966. 'rhe matters. were submitted on the
latter date.

Applications Nos. 47843 and 47913

At the connnencement of the first day of bearing Domn C.
Douglass, appearing for Califormia Time Airliges, Inc. and California
Afrlines, moved that the application of California Afrlines be with-
drawn and that the application of California Time Airlines, Ine. be
defexrred for hearing for 90 days. No reasons were given in support .
of the motion for continuvance. Counsel for applicant Air California
objected to any continuance. and moved. for dismissal of both applica-
tions for lack of prosecutlion. He stated that’ each applicant had
ample time to prepare its case inasmuch as said applications were
filed respectively on August 25, 1965 and September 2z, 1965 and that
further delay would only be detrimcntal to the public.,

B California Time Airlines, Ine. and California Airlines wexe
each parties to the proceedings tbat resulted in Decision No. 70657
which awarded a certificate of public convenience and necessity to ,
Pacific Southwest A...rlines authorizing service between San Jose and
Los Angeles. California Tixe Airlines, Inc. withdrew from those
proceed:.ngs on the fL.st day of hearing and California Airlines
withdrew during the course of the: proceed:.ngs.‘ California Airlines .
has nevex filed its articles of :.noorporation with this Commission. :
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The Comssd‘.on to date has received no cournun:‘.cat:[on from Cal:’.forn:.a.
I:‘.me A:Lrl:tnes, Inc. relative to further hearing on its appl:.cat:[on.
It is evident that neither of these applicants are’ prepared to pro~
ceed with hearing mucb less offer. passenger air carr:.er service to
..he oubl:.c. The mot:x.on of Cal:'.fornia Time A:".rlines, Inc.- for a con-
- tinuvance is denied and the motion of Cal:.forn:ra Ai’.rlines for with-
drawal of its application J'.s granted
épplicat:‘.on No. 48406

By th:f.s apphcation Air Californ:‘.a (Air Cal) proposes to
inaugurate passenger air carr:!’.er service 'between ocA and _

Sac. Francisco International A:!’.rport (SFO) w:'.th Lockheed Electra
aixcraft flying a minfmum of f:l'.ve ﬂ.i’ghts In each d:.rect:.on da:r.ly at-
fqre of $14, 85 pius tax, one way.

Alr Cal is not now an operat:.ng organizat:[on in the sense ;
of presently being able to perform the service for which it here |
seeks authorizat:[on. It has, however, ‘taken all tae steps prepara-
..o*y to actual acquisition of aircraft and commencement. o‘ service
mh:x.ch night be expected in the ant:.cipat:ton of receiv:'.ng a2 cert:’.fi-
cate of pub.n.ic convenience and necessity. Opt:‘.ons have been secured"'
on the purchase or lease of the ai.rcraft, ma:.ntcnancc of the aa‘.r—
c¢raft has been tcntatively arranged, finmancing has been f:.rmly
comm:r.ttec the potential market has been thoroughly resee*ched

mar.agement and cxecutive persomnel w:‘.th ample afr passenger trans-
:_.port experience have been selected and plaes for £light. crew b.:.r:.ng
~ a2nd tra:’.n..ng have been made,
| Air Cal offered the testimony of- erperts :m u:r:ban 1:>I.an..1’.1:u
and market reseaxch to establa.sh the zZrowta potential o*’ O-a..ge .

County and tbe present avarlable ‘market t:pon which it m:.ght draw. o
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‘The northern portion of Orange County I already deye?.oped" to a )

iarg"e extent_,‘while the southern port:’.on is presently :!'.n t'he plan-j_

'm‘.ng and construction stage. OCA is located near the geograph:‘.c

_center of the County and :£s accessible to all sxeas thereof. Some

- of the fi’.gures relative to the future growth of Orange County would
"appea*' overstated were it not for the fact of experienced growth :l’.n

 the last two decades. It fs certain that the southern California

area In general and Orange County In- part:’.cular will. cont:tnue to be

a Tant, grow:.ng reg::.on with almoct linitless expansion potentials.

‘I‘-d’.s growth however, is dependent intexr alia upon. the ava:[lab:.lity |

of efficient, comprehensive transportation faciln.tn.es, of whn.ch air

passeuger tranSportation is yearly increasing in relatrve importance.

Thexe was a:nple testimony of the difficulty occa si‘.oned Orauge County
residents and vx.sitors using vehicular transportat:.on between

| Los Angeles Internatn.onal Airport and Orange County during peak hours.

Publ:!‘.c suppor" of the serv:f.ce herein proposed was ev:x‘.dent

from the large numbex of witnesses who testif:Led in behalf of the |
application. These witnesses :r.ncluded businessmen, local public
officials ard 3 United States Congressman. The on..y Oppos:[tion to
the application was that of: two pr:'.vate :[ndiv:'.duals who apparent...y
zeside at the end of the OCA runway and are, therefore, .'I.n thc

f":'.ghf‘ path and zoise srec. of the aircraft to be ut:tl:’.zed in the '

.proposcd serv::.ce. These ..nd:.v:iduals offered no testi.mony but each
wade stateu:ents protesting the applic...tiono La..er w:!‘.tne.,se ‘who also

1ived In the flzght path of OCA testrfied taat the noisc factor

caused by a:.rcrort ove-'heao was not undu..y a1 sturb:.ng and chat they
\:.C"Cpted such :'rmoyance as was c._used as "*'e*e y onc Oa. tne facts ‘

cs Iife".; In oetermining publ:‘.c convem.ence and necessity th:.s -

'-Comm:.ss:[on cons:'.de-s all of . the pu'blic, and we do not treat 1:[ght1y o

o
1

-4
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| , the protest of those who fear the ncz'.se consequence of any acceler- \
ated act vity at CCA. To deprive tbe overwhelm:mg body” of the
public of the proposed service because of the inconvem’.ence caused
a2 few, however, would not be i’.n the public interes.t. We are cogai~
| zapt of the problem posed here but cammot éli'ov}* such. obj.ec:ion, to f |
deny the benefﬁ:’s that will flow to the OCA area andthe State as a
whole by the :‘.nst:.tut::.on of the proposed serv:'.ce. 7 |

Aix Cal has acuned the sexvices of oxner:’.enced manage-—
ment persozmel to direct its operations. Its ‘Board Chairman, )
President, Ass:.stant to the President 'I.'reasurer, and V'I.ce Pres:.dent
Opezations are 911 men of ‘oroad execut:i'.ve and technical exper:'.ence
of many rears sta-*ding in air transportatxon and allied f:’.elds,
aaving sexved with many of this country's cutstanding a:[r carr:[er“and |
plane manufacturmg £irms. Intersper.,ed with these top execm.ivcs
Ls a group of younger men vhose -Initial responsibilz.t:.es wJ‘.ll bc in
sales, public relations, adverti‘.s:'.ng, and financing.
' Air Csl has entered Into £ixrm agreements :Eor £t° :’.m‘.t:‘.ol
financing, which has been arrangcd in several stcps.' ‘The fi‘.rst caIIs‘ -
Lor private equity financ:'.ng by the :.ncorporators cons:’.sdng of
. $300, 000 madc up by the issue of 135,000 shares at $1 00 per Sba*e
aod 16, 500" s‘:xarcs at $10.00 pcr share. The second step is fo.. the
:.ssw: of partially convertible subordi.nated debentures to Bankc'-*s
..u....e Insurance Company of Nebraska to ..he extent of $1 ,OOO ,00)0.= : N
p:inc.cpal amcuut. "'!;e third step Is debt or lcase fuzanc;’.ﬁg- "‘on"'thc-
azzeraft uwp to $1,800,000, vhich entails finsmcing uwp to 90% of the
‘tctc;'. ‘a:’_.rc::‘aft \cost.t - Three p'otehtial socrc'es- of-*ih:’.'s\ ctcp“-‘h;a‘ve'
been secored, Tracsamerica I.eas:’.ng', Occ:tdectél"l.ifc‘ InSu*acce c.
and Gu.::rdian L:x.fe Insurance Company. 'l’be last f:'.nanci.ng step con~ "
sists of a pu‘blic stock offering of 220 OOO shares at $10 .00 per |
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share. First Cali*'ornn.a Company has by action of its executive
comm.ttee and through Richard S Nair, Vice President Corporate
"‘inance Department, eommitted itself to. xmdeivrite on a firm ba sis .
tke entire public offering and to assist Air-Cal in its overall
| f:.nancial activities. i
- Alx Cal is aware of and is prepared to meet the insurance
cqtirement for commercial air operation established by this
f‘on:nission in General Oxdexr No. IZO-A.

The Lockheed 1-183 (E‘.I.ectra) is an historically proven
afreraft, operated with great succeso by Pacific Southwest Airlines
aad others between SFO and Los Angeles International Airport. It is\
part:.cuia-'ly adap..ed to ocA because of the Tunway length of 5, 700
feet which, according to Alr Cal's Operations Vice President
vrecludes the use of pure jet equipment. It is a comfortable; low -
cost, higk density aircraft. Air Cal proposes a seat:.ng conf:.gura- '
tion of 77 seats initially, going to 96 seats as the neeo arises. |
Init..al operations axe to consist of the use of two a:.rcraft w:.th
najor maintenance handled by Pacific Southwest Airlines on a con"ract
basis and with standby equipment available on a lease basis from
Pacific Southwest Airlines in the event of equipment. iailure or .-
other. unavailability. Initially, five round trips daily are to oe
’lown 'between OCA-SE‘O wi"h a proposed increase to seven after three
months operations. The t..mes of the schedule are not now firm and

..11 "'ema:.n flexible 8o as to allow for adjustments a:.med to bes..
se*ve the demands of the public. | ‘_
. Alx Cal in the progection waich it has entered in thz.s
srocecding, kas ...nd:.cated that i" e:cpects Operating; losses at least
| ta...ougn the first two years of operation. One of its prog ect:.ons |
s.:ows a passenger market potential in 1966 of from 806 057 to
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675,608, Anothevr shows a 1965 potential of 444,750. Its Income o
figures show a projected movement of 119,000 persons in the first
year, 277, 000 in the second year, 314,000 in the third year, and
386,000 in the fourth year. The evidence shoWs that the market
potent:'.al will .’anrease during each of those years and that Air Cal
will ‘gazrner the market to the extent of 21‘7; in the first year > 35%
in the second y«..ar, 367 in the third year, and 417 in the fourth
year. Ccntemplated load factors are 267 :Ln the first year, 56‘7. ‘

the second year, 647 In the ‘third year, and 77% In the fourth year. .

The fare of $14.85 plus tax was calculated on the bas:f.s of a cost of
operation of 3.75 cents per mile. Othexr airlines operat:f.ng Electras
pm:portedly do so on a- range of from 3.50 to 3. 60 cents per mﬂe. :

Based upon the evidence of. record :[n these proceed:.ngs the, X

Comm:[ss:’.on f:f.nds that- , , _

1. California T:’.me Airl:!.nes, Inc. :!:s not prepared to _
proceed wz.th its appln'.cat:[on for author:[ty to prov::’.de passenger air
carrier service w:‘.thin the State of California. ‘

2. Air California possesses adequate business experience
In the field of alr operat:.ons and financi.al stabil:.ty and can

provide the requisite :.nsurance coverage, and that :Lt should receive .

a certificate of publz‘.c conven:’.ence and necessity as a passenger air

carrier to Inauvgurate service betWeen Orange County A:Lrport and.
Son "‘ranc:[sco International A:Lrport. ' |
3. air California bas esta‘bl:tshed that it can econom:tc- '
ally serve the Orange County Alrport-San Francisco Internat:’.onal
Afxport route as a passenger air carr:’.er operat:‘.ng a minimm cf o
*‘:.ve round trips da'T 1y with Lockbeed E:!.ectra Aircraft at a fare of

L o].lo 85 plus tax, one way.
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4, There presently ex::sts a need for direct passengerair" -
carrier service bétween Orange County Airport e;:'d( San Francisco
International Airport. No such sexrvice mow e:d’.sts.
S. Publ:r.c corzvenicnce and necess:r.ty require the grant:.ng
of a certiffcate as a passenger air carrier between Orange County
Afrport and San Francisco International Airport to applicant.Air
Czlifornia, | | |
| Based upon the foregoing findings of fact the Comm’.ss:!.on
concludves that the application of Air Cal:lfornia for a certif:’.cate |
of public convenience and necessity between Orange County A:’.rport and
San Franecisco Internationel Airport should be granted. .
Alr California :!’.s hereby placed on noti‘.ce that operat:.ve |

ights, as such, de not const:l'.tute a class of property wh"'ch may be
capitalized oxr used as an element of. value rate fixing for any
*mount of momey iIn excess of that original‘.’.y paid to the State as the
consideration for the grant of such r;'.ghts. As:.de from thei.r purely |
pemissive aspect, such rights extend to the holder a full or par":.el'
zonopoly of a cless of business over‘ | perticﬁ_'ar‘ route.' Tb:’.s n:onc-‘
poly feature may be modi‘:tea or canceled at any tine by tbe State, |
wiich Is not in any respect lizited as to. the number of righ.—s wh:[ch '

...ay b’* b:x.ven,

IT IS ORDERED that: |
1. A certificate of pu'blic conven:r.ence and necessity is |
sraated to Afr California, a corooration, authoriz_ng i“ to ope ate
as @ passenger 2ir carrier as defined iz Section 2741 of the Publ:'.c
Uzilities Code, between the po:’.nts and over the route particular.l.y o
se"‘ forth in Appendix A, sttached hereto and here'by m.ade a part

nereof
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granted, applicant shall comply with and observe ‘the ‘fbilow:l’.ﬁg S
service regulation: | o L

2. In providing service pursuant to th_e-" certificatejhe:ein -

Within thirty days after the effective date hereof, -
applicant shall file a written acceptance of the. '
cextificate herein granted. By accepting the certifi~.
cate of public convenience and necessity herein granted,
applicant is placed on notice that it will be required,
among other things, to file annual reports of its
operations and to comply with and observe the insurance
requirements of the Commission's General Order No.
120-A. Failure to f£ile such reports in such form and
at such time as the Commission may direct, or to comply
with and observe the provisions of General Order No.
120-4, may result iIn cancellation of the operating .
authority granted by this decision. :

3. Wi.thi’.n one hundred and" eighty days after the ,effe‘ctive‘
date h‘ereof,‘ applicant shall establish the service herein-:'authéri'zed
and file its tariff and timetables to refiect: the authbr:i’.‘:y herein
granted. Such £ilings shall be méde effective not eailie;: .‘than'.' five
déysﬁ aftexr the effgctive date of this orde# on ﬁoﬁ less than _fz’.ve
days' notice to the Com:'.és:l’.on and the publ:!.c a;xd‘f -‘shal']‘." cbmbly.with
the regulations governing the construction and filing of :‘téfiffs in
the Commission's Gemeral Order No. 105-A. o
dLamissed. ; _ | . , |

5. Application No. 47913 of California Afrlines is dismissed,

The effecﬁive date of ‘fbis deéiéio'rif-shéil'.be -:e.n'dajsv |
“after the date hereof. . o ST
Dated at __ Los Angeles  'californfa, this o0
‘day of ____SEPTEMBER _, 1966. SRERE

‘4. Application No. 47843 of California Time Airlimes, Inc. is .

. FyddoriodaBn HoLoBoll T e

nﬁiﬁﬂonér“?ﬁiérf~?.L»"Ki"1:"ch‘én‘;ﬁf§§£hg-‘ R
necessarily absent, did not participate
in- the disposition of thl:"p?‘ocqom.“ _
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Appendix A AIR CALIFORNIA  Originsl Page 1
(2 .corporation) -

Afr California, by the certificate of public convenience
ard necessity gxauted :Ln the decision noted in the margin, is
asutkborized to transport: passengers by air in e:r.ther direction in
Lockbeed I.-188 (Electza) aizcraft at a minimum of five' scbeduled
:oundotxip ﬂights daily:

Between Orange County Alrport and
San F::ancisco Int:ernat:ional Airport:.

Issued by Cal..forn...a Public Utﬂ:.x::l'.es Comm:f.ss:.on. o

Dcc si‘.on \o. 71310 , ;A-pplica:ion‘ No. 48406 |




