Déciéion No.

BEFORE THE PUBLIC UTILITIES COMMISSION OF ’I.'HE STATE OF CALIFORNIA.
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of AIR CALIFORNIA for a certificate
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)

),

);

)

Applieat:.on of PACIFIC SOUTHWEST g

AIRLINES for a certificate of. )

public convenience and necessity . ) Application’ No- 49564

for route certification im e:.ther g (Filed July 31, 1967)

direction between Orange County - (Amended July 31 1967\

Airport and San, Jose A:Lrpo::tIOakland %

A:.rport. -
o (Amended ‘rn.tle) 3

J. Thomas 'I‘albot and Brownell Mexxell., Jr., of Gates,
—1Talbot, Morris and Merzrell, %or Air california, -
appln.cant in Application No. 49522 and interested

party in Application No. 49564.

Laurence L. Pillsbury, for Pacific Southwest Airlines,
applicant in Application No. 49564 and interested
party in Appln.cat:.on No. 49522.

Lloyd S. Macdonald, for SFC Helicopter Lirlinmes; -
J. Rerwin Rooney and John E. Nolan, for Port of
Oakland, Board of Port CommiSsionmers of the City
of Oakland; R. Barry Churton, foxr Pae:.f:.c A:.r o
Lines, Inc., interested patties.

Clyde T. Neary and Milton J. DeBarr, for the
Com:.ss:.on staff.

OPINION

By these applicati‘ons, es amerided Az Califoro.ia ‘(AC)V
and Pacific Southwest Airlines (PSA) seek acthority to- operate a’
passenger air carrier between Orange County Airport, on the one hand
and San Jose Municn.pal Airport and Oakland international Airport, on
the other hand. AC also seeks local autbor:.ty be"ween tbe po:.nts
San Jose Mun:.cipal A:.rport Oakland Internatz.ona.l Airpoz:t and
San Franc:.sco International A:.rport- I-‘SA does not seck such local

‘authority. The proposed one-way fares are $14 85 plus tax for both

carr:.ers utilizing Lockheed Electra L-188 an.rcraft and $5 00 plus tax
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~ for AC on the short haul traffic between each of the three": .Bayr Axea
points. PSA also seeks authori.zation of the use of Boeing"B-727-100
© and B—727-200 aircraft as well as Douglas DC-9-30 aircraft.

Public hearing was held before Examiner Gravelle at
San Francisco on July 27, 28 and 31, 1967 and August 1, 1967. The
matters were submitted on the latter date.

These applications have been: consolidated for hearing at
the request of V‘PSA, elthougli that ‘appli.cant did not lfile its
original application until ‘hearing dates had been set for the
application of AC. These same carriers have been imvolved as
applicant and protestant in another proceeding before this Commission
involving service between Orange County Airport and San Francisco
International Airport (Application No- 49001) |

Without setting forth the details of the evidence presented
by each applicant as to its business experience in a:.r operations or
insurance coverage this record discloses each applicant to be
qualified with respect to those. cmAiMratiom-. ‘The financial
stabiliey of PSA is sound while that of AC, though healthy,
must be v:l.ewed with consideration that it has been in operation
for less than a year and still has the burdec of some of the '.Ln:.t:.a.l
$600,000 of pre-commencement expenditures.

~ Testimony in this proceed:!.ng :Lnd:.cates that Boe:.ng B-727

type alrcrafe may not yet be physically operated to or from Orange
'County. Adrport. BSA at this time opera.tes one Douglas DC-9 30
 afrcraft in its fleet. ‘rhough th:x.s is a type wh:.ch would be
suitable for the proposed semce, PSA h.as not mdicated tb.at ic
would or could. be used exclusively on the Toutes sought here. |
Real:.stically, therefore the semce proposed by these applicat:.ons
shox_:ld be performed in' Lockbeed- Electra'I_-188 eq\;ipment..;‘ PSA now
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'owns six of this type aircraft, while AC had three at the time of.
bearing and was expecting a fourth by August 18 1967, to be
operationally available by. August 21, 1967. PSA operates its "
Electras throughout ito entire system which :.ncludes San Diego,
Los Angeles Burbank San Jose oan Francisco, Oakland and '
Saeramento.. AC now f‘.l.ies only between Orange County and |
‘San Francisco. | | | |
,, 'Ihe proposed :.n:.t;al schedu‘.!.e of PSA calls for three

round trips da:.ly, two to Oakland: by way of San Jose and one

. direct to San Jose from Orange County. No speci‘-'ic or tentat.uve |

schedule ‘was presented by PSA show:.ng the time of day these fl:.ghts o
would be offered | |

~ The in:.t:.al AC schedule, Exhibit No. 6, shows the |

proposed Oakland-San Jose serv:.ce :.nteg*‘ated into the ex:.atz.ng |
Orange County-San Franc:t.sco service. Monday through Thursday en.ght “ ;,
round trips would be offered Orange County-San Francisco, the
0700 southbound fli.ght making a. stop at San Jose, with the last
d:.rect flight da:x.ly at 1930- On- Fr:x.days one add:.tional round tr:.p |
is proposed departing at 2015 northbonnd and 115 southbound

. Oakland would receive three northbound f‘.'..:.ghts from Orange County,

~ the first two of wh:.ch would make a stop at San Jose, the t:.mes of
departure are 0730 0930 and 1900. San Jose would also ha.ve one |
d:x.rect flight northbound depart:.ng Orange County at 1700. Southbotmd,
Exhibic No. 6 shows s cland departure., at 0700 1145 and 1700 w:.th '
the middle fl:.ght stopping at San ...ose and one add:.tn.onal direct
fl:!.ght from San Jose departing at 1830 The Saturday schedule
offers four round trips Crange County-San Francrsco- one. Orange :
County-Oakland- two Orange County-San Jose-Oaklandr and one Orange
County-San Jose-San Francisco, wh:.le the Srmday schedule :Ls seven

round trips Orange County-San Frane:.sco- one: Orange County-San .J’ose' |




one Orange Cotmty-Oakland-‘ and two Orange Coxmty-San Jose-Oakland. '
--,'rhe scheduled times. on Saturday range between 0700 and 1930 and |
on. Sunday between 0930 and 2115. Under the AC proposa;. this :.n:.tn.al .
schedule would be :Eo].lowed for the fn.rst two months of operat:.on, or '
until some market penetrat:.on had been achieved- it wou..d then be
mereased to direct serv:i.ce between Orange County end e:.ther San Jose
ox Oakla.nd on a three or. four rormd-tr:.p-a-day bas:.s .,nd ten between
Orange County and Sa.n Francd;sco. ‘ e
'rhese proceedings d:x.d not bnng forth the . abundance of

support:.ng w:.tnesses that have been heard in other passenger a:.r '
carrier matters one wn.taess from the Port of Oakland test:t.fied in
support of AC, while a representat:.ve of Food Maehmery Corporat:.on
from San .Jose teStn.fn.ed in support of the maugurat:.on of soxe. such
sexvice and the need therefor without. choosmg between either
applicant. He d:’.d state that most of his eompany s Orange County
air travelexs were now utiliz:.ng the serv:i.ee of AC. Exhibits Nos. 5
and 8 are resolut:.ons addressed to the Comm.ssn.on, urg:.ng support
of AC. Tb.ey come from the Orange County Board of Supervisors, .
Almeda County Board of Supervn.sors C:.ty Counc:.l of the C:.ty of
| Santa Ana and City Council ‘of the Ciry of 12 Palma. S

’ Exhibit No. 4 is a market study prepared by Janmes E.
_‘rhompson an economst reta:.ned by AC. Its objeet:wes inerude
determination of the sn.ze of the three Bay Area markets > growth
trends and probable penetrat:i.on by AC. Add:.tlonally, AC rel:x.ed
~upon studies that were made for and p esented :.n PSA s Appl:.cat:.on
No. 49001 which :.ndicated that passengers surveyed eur:.ng -wo
separate per:.ods flying AC planes wexre e:.ther dest...ned or or
eoming from po:x.nts in either Santa Clara County, Alameda-Contra Costa
Counties. ‘rhese points to.,aled 17 percent of the persons respond:.ng
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to the survey. Rachard A. Dick, the executive vice presrdent of AC"

who has been responsible, among other thxngs, for intermal traffic

forecasts for budgeting purposes, presented Exhabit No. 3, which

indicates has market proJectron from September 1967 through

June 1968. He employed an 8~to 10 percent drversion from persons

now going to<San Francisco and further calculated 2 growth £rom

persons now usrng other carriers at San Jose oxr Oakland to

Los Angeles of soxe 10, 000-11, 000 for September 1967. ‘His prior

| oroJections have proved to be accurate as they'match quate«closely :

with the traffic experxcnced byAAC. Exhzbrt No.. 4 the rhompson

: report, at Table 5 1nd1cates a total Orange County-Bay.Area'markct

| of 510, OOO-for 1967 and 585 000 for 1968. ‘The breakdown 1s as

_'Wfollows':f | - o |

San\rran'cisco 23,000 334,000

. Oakland B 137,000 157,000
\_s;m‘:;se e 82, 000 | o4, ooo«v';

- PSA presented its market analysxs utzlmzrng-its "self

diverszon" theory on the basls that 12 perceat o‘ its present -

San Jose-Los Angeles trafflc would prefer to go to Orange County

and 9 pexcent of its Oakland traffic wourd do lrkewxse.‘ These |

percentages were arrrved at by.2 study of the account 1ng records of

PSA 2ad rntervxews aboard PSA arrcraft. However zo "ecords of the

xntervzews vere kept and concernzng_whach we are unable therefore

to determane the precrse quescions asked the numbe— of persons

respondrng ox even when the surveys were taken. The study of the

accountmng.records by'way of where tzckets weze sold or where credit o

card’ holders or commercral accounts res:de is use‘ul but insuifacaent
' to present an accurate pxcture of the desrre of a particular

passenger or body of passengers to avazl themselves of a dlfferent '

| ,pornt of ortgrn or departure._,"' .
| 5
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| Neverthele_,s :.nasmuch as these proceedings present a
situvation where each applicant seeks autb.or:.ty to serve a pon.nt or N
points now sexved by the other aopln.ca.nt aad no service is now
pro\n.ded between any of the pomt..., we can sefely conclude that some
passengers now ut:.ln.z:.ng the ex:.st:mg service to or from LOo Angele
or San Francisco would ava:.l ‘themselves of the proposed servn.ce, _
if offered‘ Consequently, if only AC were to be certa.f:.ceted then |
PSA. would lose some traff:.c from its. San Jose and- Oakland to
Los Angeles routes; if only PSA were to be cert:.ficated AC would
1ose some traffic from :Lts __x route. If both are cert:.f:.cated
the traf.f:tc would be dn.v:.ded a.bout equally between the two carr:x.ers .

We f:’.nd the market forcte.sts presented by AC to 'be the
most rel:.able set forth in thu.s record ' Vxh:.b:.t No. 7 presented by
, Robert Souler:.n, the controller of AC, md:.cates a need to transport
some 45, 662 passengers monthly to cover total operating expenses ovexr
the three routes, h:.s testmony also reflects the advantages of
-addn.ng the WO new pomts to the AC . system, thereby allom.ng a
larger base for the spreadn.ng of costs by way of increased fl:.ghts
-and fl:.ght hours. ‘Ihe progectn.on o:E M=, D:.ck in Exhib:.t No. ‘3_ '
:.nd:.cates some 46,000 tota.l pa.ssengers in Scptmber 1967 growrag
to 59, 000 in June 1968. If the two carriers were to compete in -
this market d:.v:.d:.ng traffn.c evenly, wh:.ch we f:.nd to be e f
reasonable a.ssmpt:.on, in June of 1968 AC would trans port some
49 000 total passengers, barely enough to meet total operating

~ costs. eud thcse costs would ..ot be equelled until a.t least
April 1968. '

| We find that a need for the semce propos ed here presently
"exists but that the market is :.nsuffic:.ent to a.llow both applicants

- to econom.cally provi.de tbat service. '
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Counsel for PSA made four salient points in his clos ing
argumeut. First, that PSA would be adversely affected 'by the
| certifrcation of AC as the only carrier over thcse routes . Second ,
that ‘Cal:..form.a exper:.ence has shown competit:.on amongv ‘a;fr..carr:il.ers
to be beuefieial to the growth of the air market due to. better ,. '
scheduling, TOYxe promot:.on and other such factors 5 mcludmg the
good reputat:.on en;oyed by PSA. He warned of ..he damper wha.ch would N
be placed on the incent:.ve of AC :.f it were not exposed to "
_competz.tion. 'I'h::.rd that if only one carrier is allowed to f'.l.y
the route it should be PSA since its size both f:mancially aud with
regard to servi.ce and equ:.pment allows it more flex:x.bil:.ty. PSA
could more read:.ly absorb losses if the marlfecs fail or more
readily prov:.de add:.tional service 1f that is called for. He
warned the Commi...s:.on that 1if AC is cert:.‘icatea and ’_fa:.ls : the
public may lose three routes :.nstead of one or two. Fourtb“ "he
urged the Comm:i.ss:.on to ignore the urgency wb.:x.eh AC set forth for
the grant of authority here. The fact that AC has made equ:.pment
and employment comm:.tments in advance of’ securing operating
author:x.ty and nay therefore lose some $2 000 da:.ly each day after
September 1, 1967 that :.t does ‘not operate these routes is a
problem wh.ich it must solve :x.t.,elf. L n

The argument.. advanced by counsel for PSA do not. deal
with the more basn.c :.ssues w:.th whrch the Comm:.ss:.on is he*e |
confronted. Servn.cn by any carr:.cr over these routes would adversely‘
‘affect both AC and PSA smce they wou..d lose traff::.c to the new.
serv:.ce. Service by PSA. as we have observed or by both PSA and
AC would most adversely affect AC not only as to. the proposed
routes but also as- to z.ts enstn.ng route. The detrment 1f any, |

' to PSA by way of AC certifn.cat:.on only can 'be absorbed by tb.at
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applicant. AC is pioncering in a new segment of the Southern
| Califoi:niafmarket,' {.e., traffic susceptible of travel through
Orange County Airport, is developing stromg support on its bresmt
route, and is seeking to solidify its position through the matural
extension of its 'market to San Jose and Oakland. We 'woold‘ be
doing a d:.ssemce to the public if at this ea:ly stage of AC! $.
development of its market (with Orange County A:.rport as. its hub)
were we to cert:.fz.oate oompetn.t:.on at this time. In th:.s :Lnstance
we have a- fom:.d..,ble compet:mtor with great £:mancial resources, and
we would be not. only over-cert:.f:.catmg but also over-burdening
the fledglmg AC. ™ - | R

H..re, 10 questn.on as to the qualicy of the serw.ce of
e:.ther AC or PSA has ' been ra:Lsed- we note tbat each has |
excellent reputat:.on. Smce the sexvice proposed w:.ll opem new .
routes not now benef:.ting from air operation the markec forecasts .
are only that--forecasts.. If in the future ’ the actual market
'is ‘such that it w:.ll support anot:her carr:.er or would 'be
stmulated by the add:.ti.on of anothez camer or :z.f the serv:.ce of
~AC should detenorate we bel:.eve appl:.cat:.ons for competzt:we

eert:.f:.oations w:.ll mater:.aln.ze. | *, .‘

At the present the need for Ac to expan :x.ts rout:e is
greater than the need of PSA to M to a new :.ntr‘..s'cete Toute.
We note in pass:.ng th.a.t PSA 3.s also seek:mg cerc:.fz.catxon by the
- Civil Aeronautxcs Board for a.nterstate service.

In grantmg authorn.ty to AC and precludmg the serv:.ce
sought by PSA. - at th'n.s t;.me, we f:.nd that che publ:.c :.s rece:.vmg
the ma:umtm benefit: under the c::.rcmnst:ences. 1t is “the’ pu'olic
interest with wb.:.ch we must. be prmarzly concerned, desp:.te the
fact that applmcant PSA may 'be dem.ed an expansion of :u:s semce
at this t:.me. o ' ‘ '
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g
AC has not presented on this record ouffic:.ent evidence
to author:.ze 1oca1 passenger air carrier service between San Jose
| | San Francisco and Oakland 'I'hat oortn.on of its appli.cat:x.on will
* be dent ed. S T
_.'Findin s | | .
1. ’i‘h‘er’e preSentljr"e:d.sts 8 demand and need" for'passenger aix
carrier semce ‘between Orange County Airport, on the one hand and
Oakland Internat.s.onal A..rport and San . Jose Mun:x.cipal A:.rport on
. the other hand as reflected by Aix Cal:.fornia :.xhibits Nos.. 3
and 4. | | | |
2. The sfize of the ‘pre'senvtly e:d.st:‘.ng passenger aix carrﬁ'.cr
market between the, above-named points has not been proved adequate

J
. to econcm:x.cally support service by 'both Air Caln.fornia and Pacific

‘, Soutb.west Airlmes . | | |
3-.' The - certifi.cat:.on of Pacn.f:.c Southwest Airlines between
‘the abovednamed points would have a serious detrimental effect upon
| the financ:.al stab:.l:.ty of A.:x.r California. , | |

4. The. grantmg of a certn.f:.cate of public convenience and
necess:x.ty to Air California between the abovedmmed points will bene-
fit its overall operat:.on by w:.denz.ng sexvice from its base. : Ihy:.
is z.n the publzc n.nterest. . : |

. .;S., Pacn'.f:.c Southwest An.rl:.nes has not established a need £or

its servn.ce between Orange County Airport and San Jose Mnnn.c:.pal
Airport/Oakland International Airport. "

6. Air Cal:.fomn.a possesses the requisire business =
‘experience in the f:.eld of air operations and ma:.ntains in. effect
the minimum insurance coverage suff:.c:x.ent for a grent of a -

cert:x.f:.cate of publ::.c convenience and necess:x.ty as a passenger a:{.r

‘ carr:.er .
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’ ‘7.. 'Ihe financ:{.al stab:.lity of Air Californ:.a is adequate to

provide sexvice between the points sought and here:.n granted

8. Air California has Dot esta'bl:.shed a need for passenger
air carrier service between the pomts of San Francisco Intemational
An.rport-San Jose Mxmicipal Airport-Oakland International A:I.rport. |

9. Air Califormia can econonn.cally ptov:.de adequate service
to the points. Orange County Airpor £-San Jose \Iunic:.pal A:.rport-Oalcland
International A:.rport in Lockheed Electra 1~188. aircreft at a oneaway |
fare of $14 85 p‘.'.us tax, fly:.ng a m:.nmnm' schedule as set £orth in
Exhibit No. 3. . "

- lO. Public convenience and necess :.ty requize the granting of a
certlfica:e as a passenger air carrier. between Orange Connty A:t.rport’
and San Jose Municipal An.rport/Oakland International ,A:.rport to-
applicant Adx Califo*n:{.a. | o | ! |

B Conclusions L

Based upon the foregoing fmdings of fact and the evzdence
herein the Commiss:.on concludes that the appl:.cat:xon of Pacific
Southwest Airlines should be den:.ed that the appl:.catzon of Air
Caln.fotm.a for: cert:.f:ucation between San Franciseo Internatn.onal
A:.rport-Oakland Internet::.onal A:.rport and San Jose Mxmzcipal Alrport
should be den:.ed and that the appln.ca.tion of A:.r Calz.fo:nm oetween
Ora.nge County An.rport,, on the one hand and San Jooe Munlcf.pa;. 3
- _ Alrport a.nd Oakland Internatzonal A:x.:port, on the other hand sbould‘

be gran..ed ' “ | | | Cn
| A.:.r Cal:.fo*-n?.a :.s hc:eby plar*ed on not:.cc th&-t onerat:we o
r:.ghts as such do not const:.tute a cla.ss of property wh:.eh way be
capitalized or used as. an element of va'.!.ue in rz c f:x.x:.ng for any

: amount of money in eucess o;. tnat ot:r.ginally pai.d to the State es
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the consideration for the grant of such rights. Aside from thelx
purely pexmissive aspect, such rights extend to the holder a full or
partial mon'op)o’ly- of a class of business over a particular route.
This -mohoooly' feature may be modified or canceled at any time by

the State, whn.ch :Ls not in any respect ...im:.ted as to the number of ‘
r:.ghts which may be g:.ven. | - .

In the :I.nterest of s:.mplzc:.ty we will herem restate the
entire opera.tmg author:.ty of Air ‘Californiz and in an effort to
ellev:.ate fmanc:.al loss to Air Caln.fornia, w:.ll make this dec::.s:.on
effecta.ve :.mmed:.ately a.nd shorten the required ta.r:.ff filing notice

to f:.ve days. o

| IT IS OR.DERED th.at': :

1. A certif:xcate of publn.c convenience and necessity is _
granted to Alr Caliform.a, a corporatn.on, author:.zing it to operate
as a passenger aix’ carrier as defined in Sect:.on. 2741 of the Public

| ‘ Utrl:.ties Code, as set forth in Append:.x A, attached hereto and
hereby made a part hereof. Said cert:rf:.cate shall not preclude
transPortat:.on of persons between the pon.nts San Francisco

" , Interna.tmonal An.rport-Oakland Internat:.onel An.rport-San Jose '. "
Munic:.pal Airport so lomg as’ such persons are pa.,sengers e:.ther
orlginating from one of sai.d points and destmed for Orange County

Ai.rport or or:.gn.nating from Orange County A:.rport and destined for
one of those pon.nts. ' '

-
(

2.' In. prov:.ding sexvice pursuant to the certificate herem

granted applzcant shall comply with and observe the following
Vservice regulat:.on-' ' '
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Within thirty days after the effective date hereof,
applicant shall file a written acceptance of the
certificate herein gramted. By accepting the
certificate of public convenience and mnecessity.
herein granted, applicant is placed on notice that
it will be: rcquired among other things, to file
annual reports of its operations and to comply with
and observe the insurance requirements of the ' .
Commission's General Oxder No. 120-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 Genexal Order No. lZOﬂA
may result in 2 cancellation of the operatxng
authority granted by this decision. ' ‘
3. Within one hundred and twenty days after the effective date
hereof applicant shall amcnd ite teriffs and timetables to *eflect,
the authority herein granted. Such filings shall be made effectxve
not earlier than fxve days after the effectxve date of this order -
on not less than five days notice to. the Commission and the publlc”
and shall comply with the regulations governing the construc.ion
~and filing~o£\tari£fs'in\the Commission<s Generel-Order:Not IOSeA.
4. Applicetion No. 49564 of Pacific Southwest Airiines for
a certificate of public convenience: and neceasity is denied
5. That portion of Application No. 49522 of Air California
seeking’ authority as a passenger aix carrier to txansporr local
-traffic between San Francisco International‘Airport-Oakland
‘International'Airport-San Jose Mbnicipal Aixport at e onedway fare
of $5 00 plus tax is denied. |
6. The certificate of public convenience and necessity
" granted in paxegraph l-of this order shall supersede the certificate

of public conveniencerand;necessity grentedvby Decieion,No. 71310,
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whi.ch certificat:e shall be revoked effective concurrently with the
effective date of the'. tariff fil:l.ngs .'reQuired"by‘o:dering para-
gfaph\:-'B hexeof. . ) | | .

| 'fhe effecti.ve date of thils order',shall-,.be the‘ da_te hereof.

Dated at San Francisco , Ca.l:‘l.forni'a,' this éﬁ’l
day of ' (OCTOBER » 1967. | |




APPENDIX A | ATR CALZFORNIA | Original Page 1
_ | (a corporati.on) - o \ '
Air Cal:.form.a by the certzfn.cate of public convenience
and necessity granted in the dec:x....:.on noted in the mgin is
autho*:.zed £o transport passengers in e:.ther dzrect:.on :Ln Lockheed'
L- 188 (Electra) aircraft at a one-way fare of 314 85 plus tax and
wn.th m.m.mum schedules as. set forr.h in Exh:.b:.ts Nos. 3 and 6 in
Appl:.ca.tn.on No. 49522+ | |
Between Orange County A:Lrport, on the one hp.nd

and San’ Jose Municipal Airport, Qakland
Internat:x.onal An.rport ard San Franc:Lsco

Issued by California Public Urilities Coumission.

' Decision No. ST o Appliecation No. 49522,




- .A.-'-J:9522 a.ndA 49504
_ D 73172 IR

COMMISSIONER PETER E. MITCHELL DISSENTING:
COMMISSIONER FRED P. MORRISSEY DISSENTING:

We wouid grant the 'applicatiens of both Air Cal'ifomi.av anﬁ-Pe.cifie
Southwest Airlines to operate as passenger 3ixr carriers between Ora.nge
County on the one hand a.nd San Jose Municipal An.rport and Oakland |
International A.zrport on the other hand. Transportat:.on in Calﬁorm.a has
~executed great stndes since the day Juan. Rodnquez Cabn'!lo fu-st entered
California waters by ship in 1542 Smce that time the *.ransporta:txon | |
industry has utilized covered wagons, buses, auwmobﬂes, ra.ﬂroads a.nd
airlines as a means of transporta.non of people and products vn.thm and
mthout the state. California has seen its populauon double evez-y 20 years

since 1860. Population increases in Caliiomia in reeent years have :

averaged‘l 500 persons per day; It is inﬁeiggied' that by 1970 our

population wﬂ.l be’ over 20, OOO 000.

Cal:.forma is one of the most urbanized sta.tes in the na.'non. The
term megalopolis is used to descrﬂoe the Bay Area complex from .
Sacramento to San J ose; smﬂaxly, the area from San Dzego to San:ta.
Barbara is also a mega.lopol:.s. There is no quesuon at present thax
Cal:.forma w:.ll eormnue 1ts rapid. expansxon in popula.tmn. W;.thm the ’-
Bay Area. eomplex and the Southern Cal:i‘orm.a region, Sanza. Clara County
and Orange Coum:y are wxmess to prog:-esszve stztxstxes atbestmg to theu-
ra.pa.d augmentanon m populatzon and eommeree. |

It is evzden: that tb.e days of the -eovered wagon a:re"beh'ind us.
The railroads hax}e already indicated that they have B0 interest in
passenger traffxc. While buses and automobﬂes are ava.:.lable 'for :
| passenger tra.nsportanon, the txme and effort mvolved in their use
~ militate against them. The a.xrhnes make avaﬂable to Caleorm.a. residents
swzft and easy a.ccess to urba.n areas within and mthout the state. The

..1_
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D. 73172 :

Caleorma Public Utilities Commission should encourage, wherever
possible, passenger air service between communities in this state.
Application No. 49522, filed by Air Cazifoz?nia, and Application
No. 49584, by Pacﬁzc Southwest Airlines offexr the communmes located
in Orange County, Santa Clara County and Alameda County an- opport:umty
for better communication wzth the:.r nexghbors in the state. At the
~ present time the commumtxes located in Orange County are served by
one passenger air carrier, namely, .An' Ca.hforma. The reszdents of.'
. Santa Clara Coxmty have two mayor a:.rlmes Opera.tmg from the San Jose
3 | Mummpal Au‘port, Pacific Southwest A:rlmes and Pa.c:ixc A.u- Lmes,
which fsefve‘éalﬁofnia-'ciﬁes; Cther commueities i the State of Cahfom:.a. '
thh less or equal populanon than Orange and Santa. Clara Countzes have |
several ma;or airlines avaﬂ.able to them. . Sacramento County w:.th
population fxgures less tha.n Santa. Clara Cmmty, and San Dzego Com:rzy wzth
populanon fxgures alcm to Ora.nge County have numerous magor a.xrlmes
serving theu- res:dents. . |
'I‘he Leg;.slature of'ths.s state in 1965 added Cbapter 4 to Dzvzsa.on 1 j
of the Public Ut:lmes Code. The secnons therem contain provaons for
| the cer’czfzca.tzon a.nd regulatzon of passenger air carriersin Cah:forma by
~ the Public Utilities Commzsszon. Secnon 2753 set'.s forth the £actors which
the Lega.slature' sta.tes the .Commxssxon shanvtake into consxderatzon-m

a.wardmg certxfxcates to passenger air ca.rners.

"An applicant shall submit his written verzﬂed application
to the commission. The application skall be in such
form and contain such information and be accompanied
by proof of service upon all passenger air carriers with-
which the proposed service is likely to compete and’ |
such other mterested pa.rnes as-the com:msszon requzres.




A.49522 and A, 49564 .
D. 73172,

"In awarding certificates of public convenience and
necessity pursuant to Section 2752, the commission
shall take into consideration, araong other things,
the business experience of the particular passenger
air carrier in the field of air operations, the
financial stability of the carrier, the insurance
coverage of the carrier, the type of aircraft which
the carrier would employ, proposed routes and
minimum, schedules to-be established, whether the’
carrier could economically give adequate sexvice.
to.the commxmmes involved, the need for the

service, and any other £actors whzch may aifect
_the pubhc mterest. R ‘ .

Tt is épp;renf: from a review of the record comp:.led in these pro- :
c¢eedings 'rhat Pacﬁzc Southwest Axrlmes more adequately meets the tests
dev:.sed by the Lega.slature than Azr Cal:i‘omxa. The busmecs expenence

f Pacific Sou’thwest Airlines is ev'xdenced by 1ts contmuously successful
operations over a penod of years. 'I‘he fma.ncml stabﬂ:.ty oi‘ Pacmc
Southwest Axrlmes is. reﬂected by a net mcome for the first six months
of 1967, as $2, 195, 000'. (Transcript, page 429). Aur Calzfo:ma :
commenced flying speratiohs J anu#&y 15, ,196'7,' and their appro:émte_
net loss a5 of June 30, 1967 is. $300, 00, (Transcript, page 260). In
addition, Pacific Southwest Airlines bas more airéraft‘avail#ble and-
because of the aircraft maintenancé program, which}.if"oper’ateé;_ ‘jit‘self,' .
con achieve better ut:'l:‘;ia.ti@m of its aircraft. Cther factors,wh;ch the
VLégisIa.ture bas designated as modifying conditions rela.tmgto a.dequa.te
service to the communifieé involved, tﬁe need for the sefvice a.nd
insurance coverage of-tb.e éa::ﬁefs can be met by both ca.rners.

Thus, i£ we apply Sccnon 2753 to the apphcanons before us,
strictly spealang, Pac:.fzc ...outhwest A:.rlmes :.s t.b.e most qua:h.f:.ed a.nd

should 'be authorized to Operate between Orange County, oan J ose and

' Oalcland ‘\Ionetheless, in view of the dyn.a.mxc growth of ﬂns state m 1 ‘. .
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population and economy, there is room for both Atr California and

Pacific Southwest Airlines to serve the route in question. Both these

sirline_s should be certifi’cated and allowed to serve'the ceuamunities
with a minizum schedule, wh:.ch will aJleuiste any possibility ofa
£inanciai loss to ei.ther airline. ‘Such certification of -both-'airliueswill
benefit not only the a.u-hnes themselves, but the communitles a.ud the
reszdenxs loca.ted in these areas.

There can be no questxon that a s:.mple exammatxon of the ‘
present routes of Air Ca.lﬁom:.a and Pacific Southwest Azrlmes show
a capacity for mtegratzon of the requested authonty m,the:.r present
certificates. The pomts of semce requested are genera]ly within. the
area lumts of operatmg a.uthonty of both carriers. Air Cmiforma
serves presently from Ora.nge County to San Frahca.sco, wh:.le Pa.cmc '
So_uthwest Azrlmes ﬂtes hetyveeu S_a.cramento to the nort_h and vSa_.u Dxego
to-the.south‘. | - :

Modern tran.spoztatwn should be supported and encoura.ged in
all segments of 1ts operation. The Leg-;.slature ha.s recogm.zed thxs
in setting out standards in Sectxou 2753 which the Comm:sszon must
take into consxderatzon. The eert:ixca.tzon requested m these apphcatzous
is merely an ad;unct to the Toutes both carners are presently servmg.
Pacific Southwest Azrla.nes and A:x.r Cal::forma. should be authonzed to
contmue and expand the excellent semce they are presently provtdmg

to the people of the State of Cal:.forma,

, Peter E, . Mttchell Pres:.dent'
Sa.n Francisco, Cah.forme.

October 1, 1967 . / ' 0 eﬂ (\ 6777 o’Y* . ’,_.-

Fftd P, /Iornssdy, Comm;ssmﬁ ‘




