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Dec1s:toc.No. 71.310 _ ........ ~.;;.oo...;;..-. __ 

:BEFORE THE PUBLIC U'tILITIES· C~MMISSION OF'IBESTA'IEOFCAI.IFORNIA 

:n the Matter of the application of ) 
CALIFOR..~ TD.£AIRLINES, INC., a ) 
ca!.ifor:da corporation; for a certifi- ) 
ec~e of pu~lic convenience and necessity) 
~s a passenge1: air enrler between'tbe ~. 
::irports of 1.os Angeles aud! or Burbank7 sau 30se and/or Oakland aud/or 
San Fr~cisco, Lake Tahoe and Santa Ana 
(O:ange County A;.rport»' pursuant to ) 
Chapter 47 Part 2,. Division l' of the ) 
P1>1:>lie, Utilities Code. ~ 

... \p::?11catiOTl.· of CAI.IFORNIA AIRLINES for a) 
certificate of public convenience .:sud ) 
~eeess1tyto engage in the intra-state 
~ansportation of persons and property. 

Application of AIR: CALIFORNIA for a 

Appl:£.c8t:£.on No. 47843 
(Filed August'25, 1965; 
Amended October .15, 196.>; 

(Amended: October 20" 1965.) 

Appl!cat:£.on No,. 47913, 
(Filed September 22~ 1965,; 
Amended November 15·) 1965-.) 

, ce:tifieate of pablic convenience sud 
neceSsity •. 

) Application No~ 4:8406 
) (Filed April 18, 1966).. 
) 

Donn C. DOU&ilass, for california: Time Airlines, 
tilc. :lnd liforn,1a A:i.rl1nes, applicants. 

~rk T. Gates, 3.!.. and J .. Thomas 'talbot, 
for Air Ciililo:nia, app!ieaut. 

'taT. F .. Yl2e:;:r..nes and William R. Holmes, in propria 
pcrsOtl3e, protes~l'lts. 

Jack M. Stoops, for Pacific Southwest Airlines; 
Ra~d E. Costello~ for P.t:c:tfic Air Lines7 Inc.; 
Stel en J. slifae~ for Los ADgeles A1:rways; 
D.. Stadler, for A.B.C. Airlines, Inc.; Walter 
A. Wilson,. for Newport Upper Bay As.coeiation; 
Phil N. Scheid, for Bay Area Citizens Council of 
Orange County and :tn propria persona; Elmer 
Eberhardt; R. M .. Towle; Cyril Fritz.; ~na 
Dr. L. K. Wanlass, !literested parties. 

George L .. H'ltlt, Eric 110br and Milton J. DeBarr, 
£Or £be Comc:Lss"ion staff. 
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\. 
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O'P I N I ON 
--~ .......... - ...... ---

/ Each of the applications herein seeks a certificate of 

poblic convenience and necessity, authorizing passenger air carrier 

service from Orange Coonty Airport at Santa Ana (OCA) to, the / 
San Francisco Bay Area. 

Public bearing was held before Examiner Gravelle 'at Santa 

ATJJJ on June 28~ 29 and 30;, 1966. The matters ,were submitted on the 

latter date. 

Applications Nos. 47843 and 47913 

At the commencement of the first day of bearing Donn C. 

Douglass;, appearing for C8l:tforn:La Time A1.rl1nes~ Inc. and ca~1£orni.a 

Airlines, moved that the application of ~lifornia Airlines be with-, , ' 

", 

<h::awn aud that the application of California Time Airlines, Inc. be 

deferred for hearing for 90 days. No reasons wereg1ven in' support 
, ' , 

of tbe motiOn for cont1naance. Counsel for applicant A~calif~rn:La 

objected to auy cont:tnuance.and moved for'dismissal, of both applica­

tions for lack ,0£ prosecution. 'He stated: that, each applicant bad: 

ample time 'Co prepare its case inasmuch as 'said applications were 

filed respectively on August 25;, '1965 and September 22, 1965 and that 

further delay would only be detrimental to the public. 

california T:ilne A1rlines, Inc. and califoinia Airlines were 

'each pa:rt:1es to tbe proceedings that result:ed. in· Decision No-. , 706>7 

which awarded a certificate of public convenience and necess!t:y to 

Pacific Southwest Airlines authorizing. service between San Jose 3:ld " 
, . 

Los )mgeles. ca11f~ T1me· Airlines;, !ric.' withdrew from t:hose 

proceedings on the first day of hearing and Califora.!a Airl:tnes 

withdrew during the course of the proceediDgs,. California Airlines' 

bas never filed its articles of incorporation witht:his: Commission. 
" .:. 
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The CotmJJ.iss1on to date has received no communication from Calif~m:ta. 

Time Airlines, Inc. relative to further hearing. on its application. 

It is evident 1:hat neither of, these app11cauts are' prepared te> pro­

ceed with hearing much less offer., passenger air carri.er, service to 

~e public. The %:lotion of Cal1fora:ia Time Airlines, Inc. for, a con­

tinuance. is denied, and the 1:lOtion of Cali.fornia Airlines for ,w1th­

dt'awal of'its application is granted. 
• 1_, 

Application No. 4'8406 

By this application Air California (Air Cal) proposes to 

inaugurate pasSCDger air carrier sezv.[ce between OCA .and 

San Francisco International Airport . (SFO) with, Locl<heed Electra 
. 

au~a£t flying: a minimum. of five flights 1n each direction, daily 'at 

o;l fare of $14.85' plus tax~ one way. " 

Au, calis not now <In operating organization in the' sense 

of presently being. able to perform the service' for which it here 
, . . 

seeks authorization.. It bas, however, tal<eu all ehe- steps prepara­

'!:o::y to actual acqui.sit1on of aircraft and commencement of service 

whiCh ~tbe expected in the antiCipation of receiving a certifi­

cate of public convenience and necessity. Options bavebeen secured 

on the parch3se or lease of the aircraft, maintenance of the air­

craft has been tentatively arranged, financing has been firmly 

cot:mdtteO.~ the potent:La~ market has been thoro\:lghly resea:ched,. 

:l.3-.....agement and executive personnel with amplea'l.r passenger trans':" 

port experience have been selected and plans for fl:[gb.t. crew h:rr~ 

and tra:tn!ng have been made. 

Air cal offered the test!1l:lony of' experts in' urbanpl.o3n:line 

and mar!cet research t~, establish the g:owth potential of O:ange ~ . 

Coonty and the present .ev.eilable. market upon wh:tch itmigbt: draw. 
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The northern portion of Orange Coanty is alrea'dy developed te> a 
I I " 

large extent,' while the southern portion. is presently:tu the plan-' 

nfng and construction stage. OCA is located near tbe geographic; 
" ' 

center of the County mld is aceess:tble to all areas, thereof. Some 

1)£ tbe f~es relative to' the' future groWth of Orange County would 

~ppea= overst:ated were it not for the fact' of experienced growth in 

tb.e last two decades. It is ce:ta:Ln that' the southern California 

area in general and Orange County in particular will.contiUue: to be 

~ vib'.i:ant, growing. reg:tonwith almost limitl~ss expansi~;potent:tals. 
, , 

'Ibis growth, however, is dePendent inter a lis Upon the availability 

of efficient, eotllprehensive transport9t:tonfae11ities, of ' which air 

passenger transportation is yearly increasing in relative importance. 

Zhere was ample testimony of the diffi.culty occasioned Orange County 

residents and visitors using vehicular transportation between 

Los Al:1geles International Airport and Qr3Ilge County during peak hours. 

Public supPort oftbe. service berem proposed, w.:;ts evident, 
. . 

from the large number of witnesses who testified in bebalf of' the 

-spplicatio:. l'bese witnesses included businessmen, local, public 

officials and 3 Unit:ed States Congressman. The only opposition to­

the ~pplication was that of two private individuals, who apparently 

re$1ce at the end of the OCA runway and 3re~ therefore, in the 

flight path and :o!se 31:e~ of. the 3irc::'a£t to be utilized :rn the 

prv!?Oscd service. These individuals offered no test:tmonybut' 'each 

~de s~tea:ents' protesting the applic:.tion. Later witnesses who also 
. ... 

li"lCe·:[n the ,flight p3th of OCA test:tfied -Qat the noise' factor 
'i. . . . . ..' " 

caused by aircraft ove:heac! was not unduly .d1sturbinga~d 'that they 
. . 

<1cccpted s\:cb'e-nnoyance as was C2t.1sedas. tf::e~elyo:le of the' £~c::s' 
, . . , , '. . ~ 

In determining public convenience, and necessity'. this". , ' 

.commission consi~s' all ofthepublic~ ,and we do-no't treat lightly ---- "', . 
,f , 
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the protest of tho'se whO' fear the noise consequence of any 8cceler- ' 

ated activity at OCA. To deprive the' overwhelming body of 'toe 
.. 

pob11c of the proposec service because of tbeinc01lvenience caused , 

a few~ however~ would not be in the public !nterest.:We'are cogni.-

7..3Ut of the problem. posed bere ,but caxmot allow' such, obJection to' 

deny the benefitstbat wil!. flow to the' O~ .!lreaandthe State 8sa . 

whole by the institu,t1on of t"cc proposed service. 

Au Cal has acquired the services of experienced manage­

.:lent personnel to direct its operati.ons. Its Board Cbairman~ 

President, Assistant to the President~ '!reasur~r, and Vice President' . 
. . . ! 

OpeZ03t:ton.s are ~ll men of broad executive and tecbn!c:ll~ experience ': 
" ' 

of many years sta:.ding in air transportati.on and ',allied f:telds, 

asv1:og, served wi.th many of this' country's outst:and:tDg air C8niera'Cd 
.' plaue m.:m-ufacturins firms. In~spersed with these top ,executives 

13 .a groopof younger 'tle:J. ~bo~e '1nitial respons!bilities will be in 

Mles., public relations) a<lvertis1ug, and financing. 

Air CQl bas entered into" firm agreements for i'ts initial 

.f:i.nanciDg~ which has been a:ratlgcd in s~eral steps;" . The' firStC8-11s 

for private equity f:tnancingby the incorPorators consisting of 

$300~OOO made, up by the issoeo:E 13$~OOO,sbares- at $1.00 per sba:e 

:lne lG>500s~es at $10.00 per share. The' :seeoud step· is 'for the 

l.SStlC of partially convertible' subordinated debentures to- BaDke=s 

L:i:.fe Insurance Company of Nebraska to the extent of $1>000:.000: " 
I." 

'p=:tnc!:psl amount.. !be third step is debt or lease' f!nanc:tnzon: 'the 

.l!.rcraft up to $1,800~OOO, which entails·:financ!ns up to·9C% of the 

tota~, ~ircraftc:ost. " 'I'brce potential soarces of this stepb3ve 

be~' seearcd, '!=~meric:a Leasl:lg., o ce1denta 1 Life Insu:'3'Cce Co. 

a~d G~rd:tan Life Inscrance Company.. The last financing step con­

~ists of a public stocl~ offer:l.ng of 220'~OOO~ shares .8t$-lO.O()~ per' 
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share. First California Company' bas by action of i~s exeeu,t:!.ve 

committee and through Richard S. Na!r~Vice Presiclent, Corporate 

Finance D~partale'O..t) eommitted itself to ,mdel.-write on a firm. basis· 
.. , .. 

the entire public offering and' toassistAi:r: cal' in its overall 

financial activities. 

Au cal is aware of and is prepared to, meet the insurance 

rcq\::£.remcnt for corcmercial air operation established bytbis 

COlCD.1ss1onin General Order No. 120-A. 

The Lockbeed 1.-183 (Electra) is an historically proven 

a~craft,opcratedwitb great success by Pacific SOuthwest Airlfoes 

~nd' others between SFO and Los Angeles' International Airport. It is 

particula:::ly adapted' to OCA because of the runway length of S,700· 

feet which, aceordingto' Air calf s Operati~ Vice Pres:!.dent 

precludes the use of pare jet equipment w It is a comfortable, low 

cost, high density aircraft. Air Cal proposes a seating.;coUfigt:ra­

tion of, 77 seats initially, going to 96 seats as the need arises. 

Initial operations are to consist of the use-of two aircraft with 

major ma:!.ntenance handled by Pac:[f1c Southwest Airl1neson a COx:.~3ct 

basis "and' wit'h standby equipment available on a lease ~SiS'" £rom 

Pacific Southwest Airlines in the event of equipment failure or 

other Ullava:Uab:U1ty. Init1ally~ five :round trips' daily are :0- be 

flown. between OCA-SFO, with a" proposed increase to. seven after three 

months operations. The times. of tbescbedole, are not uowf!rm and 

will remain flexl.ole so' as to· allow for adj:us~uts. aimed to· bes~ 

sc::'V~ the deUl3tld:s of the public. 

A1r ~1, in tae projection wb.icb it bas. entered :tn "thi.s 

?::ocecding, basiudic:ated that it expects operati:lg. losses at least . 

ta:Otl~ the first, two years of operation. One of its projections 
" . . 

$!lows a passenger marlcet potent:taf in 1956 of,fr0Ill806·;057 to. . 
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675,608. AnOthE~ shows a 1965 potential of, 444,750. Its: income 

figures show a projected movement of 119',000 persons !n t:befirst 

year, 277,000 in tbe second year, 314,000 in the tb1rdyear, and 

386,000 :tn the fourth year. The evidence shows thattll~ market 
, , 

potential will :i.ncxeasedur:tng each of those years and, that Air cal 
:1 :; .. '. • ". . .' , 

will garner the.:lm~t to the eXtentof2l:7. in the first, year, 351.. 
. "'I

i ,~ .:". " ., • 

in the second year~ 36% in the third year, and 4n ;[n th,e fourth 
, . 

year. Contemplate~:;"ioad 'factors are 267. :£n the f:trst 'year, S61.:£n 

the' seeond year, 64"/;: :[n the, third year II and 7TI. in the fourth year. 

The fare of$l.4.8S- plus tax W8S calculated on the basis of:a cost of . , 

operation of 3.75 cents per'mile. Other 'airlines. operating. Electras 

~ purportedly do so- on a range offrom3:~5.0 'to 3:.60:, cents per mile. 

Based upon the evidence of record' in these proceedi11gsthe 

Comm1ss1onf1nds. tb.a:~:, 

1. Ca lifomia Time Airlines., Inc. is not prepared' to 

prcx:eed with its 8pp~ieation for authority to. provide passenger air 

carrier service within the State of Cal:!.foro,ia. 

/ 

2. Air California possesses adequate business experience ./ 

in the field of a1r operations and f:tnaneial stability, and can ./ 
I' " ., 

, " 

provide the requisite insurance coverage, and that it should receive 
i 

a certificate of public 'convenience- and necessity as a passenger a!r 

carrier to :inaugurate, service between Orange County Airport and 

Son Frauc1sc~ International Airport. 

3. Ai:r california bas established that it can eeonotnic- ' 

ally serve the Orstlge County Airport-San FranciscO' International 

Airport route as a passenger air carrier operating a minimum of, 
'" 

fi'"le round trips daily wi.th I.ockbeedElectra Aircraft; at, s" £areof" 

$14.85 plus- tax,. ,one way. ' 
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4. '!here presently ex!sts a need for' d:£rect passeDger air 

csn:ier serv"ice b-etween Orange County Airport and· Sau Francisco-
. . 

International A~rt. ~o- sucb se'rVice now exis'ts. 
'I', 

5. Pubi11c convenience and" ue cess ity- require the granting.. 
I', . . . 

of a certificate as a passenger a1r:carrler between. Orange County 

:drport and San Francisco Internat:LonalAirport :to applicant,Air 
,t." 

Celiforn1a. 

Based upon :tbe foregoing findings of fact the Commissiot" 

concludes that tbe application of Air California for a certificate 

of public convenience and necessity between Orange COunty Airport and 

San Francisco Internatioua~ Airport should. be gran't.ed •. 

Air california is bereby placed on notIce that operative 

r!ghts~ as sueh~ do not constitute a class of property which may be 

capitalized or used as an element of val.ue in rate f1xing.for .any 

~mount of money in excess of thator!ginal:!.y pa1dtc tbe State as tbe 

consideration for the grant of such rights. Aside from their purely 

~ermi$sive aspect, such rights extend to the bolder a full or p3rti~1 
~nopoly of a class of busIness over' a, p3rticular' route. T'".:l!s;tcOue­

poly feature msy be modified or cance~ed at any time by 't.be state, 
. , 

.w!::tch is not in any respect l:tmitedas to. the nt:IIllber of r1gbts.wh1ch 

", .. 
ORDER --------

IT IS ORDERED that: 

1. A cert:r.£:tcate of public conven!enceand· n~eessity:r.s 

zr~t:ed to l.:!.:r Californ!a ~ a corporation, autbor1zUlg it to opera~e 

;.as a passenger ~ir can:ie= as defin~ i.xl Section 274l of the Public 

U~i11ties Code) between the points and over the route particula1:'ly 

se~ forth in Append:tx A~ <.:ttacbed hereto and1:ereby made a part 

hereof. 
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2. In providing service pursaantto the certificate berem 

granted', applicant shall comply:with and observe the 'following 

service regulation.: 

'V7!thin thirty days after the effective date hereof, 
applicant shall file a written acceptance of the 
cert:t£1cate berein granted. By accepting the certifi.-. 
eate 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 Oraer No. 
l20-A. Failure to file 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-A~ may result :i:n cancellation of the' operating 
authority granted by this. decision. 

:). ~1itbin one hundred and eighty clays after the. effective. 

date bereof, applicant shallestabl:tsb the service berein authorized 

and file its tariff and timetables to reflect the authority . here in 

sranted~ Such filings shall be made effective not earlier than five 

days after the effecti.ve date of this order on not less than five 

days" notice to· the Cotamission and the public and shall comply with 

the regalat10ns governixlg tbe. construction and f1ling of tariffs in 

the Commission 1 s General Order No. lO5-A. 

4 •. Application No. 47843 of California' T1meA1rl:r.ues~ Inc. is . ./ 

di.omiGscc!. 

5~ Application No. 47913 ofC81:tfornia Airlines' is 'dismissed., 

The effective date of this dec:Lsiousball·.be ten' days 

.' after the date bereof. 
. ZZ; 

Dated at ____ Loa_~ __ 18 ___ , California~ this <>?t?_ 

day of _...--S::;.::t:.:..,PT.:..IEw::M:M,oIBE-.&lR ..... · _, 1966. 
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AIR CALIFORNIA 
(a :.corporation) 

o.dginal P3ge 1 

Air Ca11forn1s, by tbecertificste of· public convenience 

and necessity g,:anted ~ the .decis1on noted in the .~rgin, :[s 

lJutbon.zed to transport' passengers by air in either cHrection in 

Lockbeed I.-188 (Electra) a1:eraft· at 8 minfmum off!vescbeduled 

~oundotrip £lights daily: 

Eetween Orange cOunty Airport and 
San Francisco- InternstioDsl Airport. 

.:,1 

Iss-toled by Cal~forni.a. Public .Utllie1es Commission. 

I 
, " 

7131.0 De~i~!oo No. ________ , ,Application No. 48406 . 


