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Dominic P. Renda & Gordonm Peaxce,
by Gordon Pearce, for Western
Adxy Lines; and Cooper, White &
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Roger B. Cable, for Cable Commuter
Aixlines; and Kenneth C. Delaney,
for Los Angeles Chamber of Commerce,
interested paxties. '
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for the Commission staff.

OPINION

Pacific Southwest Aixlines (PSA) seeks authority to
operate as an air carrier of passengers between Ontario Inter-
national Aixport (ONT) and San Francisco-InternationalvAirpbrt

(SFO) , and between ONT and Sacramento Municipal Airport GHKD
via SFO. |

Western Air Lines (Westerm) protests the Sbugbt-authority‘
between ONT and SFO, which it serves; Pacific Air Lices (Pacific)

protests the sought authdrity-between'SFo and“SAC& whi@h it‘se;Ves.
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Public hearings were held, after a prehearing conference
on October 13, 1967, before Examiner Robert Barnett at Los Angeles -
"on November 1, 2, 3, 9, and 10, 1967 and on December 18, 1967.

The matter was submitted on the latter date subject to the filing
of briefs, which have been received.

We will grant the sought authority between Oneério
International Airport and San Franciscoelnternational Ai:poxt;
énd deny the sought authority to Sacramento. For convenience, this
opinion will be divided into two segments: Ountario-San Francisco
and Ontario-Sacramento via Sam Francisco. -

Ontario Intermational Airport, now opexated by the
Los Angeles Depaxtment‘of}Aixports, is located‘nea:‘the~mid-point
of the population centers of Riverside County, San Bernardino
County, and eastexrn Los Angeles County (the Pomona‘velley area).
ONT is about 50 driving miles from LAX. It is about 380 air miles
between ONT-SFO; about 350 air miles between LAX-SFO. The;economy-
of Riverside County is broadly based on ag:icultuie,‘mineral-pro-
duction, manufacturing, tourism, and military employmeﬁt.

San Bermardino County, directly north of Riverside County, has an
economic base similar to that of Riverside County; The late¢t |
figures for manufactuxes in this area show that between 1958.and
1963 manufacturing values increased by 72 percent. Population
and other ecomomic figures will be set forth below. The Pomona
Valley has been the site of a vast inciease in manufactuies'in

recent years, especially in the aero-space and electronic in-

dustries. More detailed statistics showing growth in eﬁployment,
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income, manufactu;es, farming, andltrade, are readily available

in standard economic compilations,

San Francisco needs no description.

The facilities at ONT are adequate.to-handle‘the-present
volume of traffic and any additional traffic that PSA's entry
would bring. ONT has an excellent airfield, good runway structures,
and clear approaches from the east and west, The City of Los Angeles
will spend in excess of $20,000,000 over the next ten years for
capital improvements, Such improvements will Include expansion
of parking facilities, terminal buildings, better baggaée.handling
capabilities, énd additional runways. The FederalyAwiationAAgency
has installed a modern control tower; navigational’ai&s, and
ground lights. When LAX has been fogged’inONT.haé‘been used as
an alternate airport. At those times there have been aé wany
as 65 alrcraft on the ground at one time, |

The Los Angeles-San Francisco market is presently flying
mOre passengers than any other city-pair in the world. Oxigin-
destination passengers increased 250 percent betﬁeeﬁ 1957 and 1964,
and increased 60 percent between 1964 and 1967.

PSA, the largest intrastate carrier in the nation, sexves
Los Angeles, San Francisco, Sacramento, San Diego, San José,-

Oakland, and Burbank, Its greatest growth dates from 1960 whehQith

1/ See data published by U. S, Department of Commerce, Bureau
of the Census; State of California Department of Employment;
State of California Department of Finance; Los Angeles
County Regional Planning Division; Security First National
Bank and Bank of America Research Departuments; and various
County planning departments.
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introduced Lockheed Electra aixcraft on its LAX-SFO route at a
reduced fare of $12.99. At that time, over the same route, Westernm
and United Aixlines were charging from $18.10 to $30.31 dependiﬁg,on
service and type of aircraft. By nid~1962 PSA was carrying over
50% of the passengers in this market. At this point Western and
United began to compete ~- reducing fares and.offering\service
comparable to PSA's; by the end of 1965 PSA's share5§fvthe méikét
had drxopped to 40 percent. | |

Today PSA has a fleet of six Lockheed Electra aircraft,
eight Boeing 727-100 jet aircraft and ome DC~9-30 jet afrcraft.
 PSA has on oxder twelve jet alrcraft im 1968, PSA's ngf income has
increased from $2 million in 1965 to over $4.3 million in 1966,

System passengers and operating revenue: (000) .

Operating
Passengers Revenue

1960 621 $ 8,130
1965 1,863 24,051
1966 2,713 38,139
1967 3,346 48,825

PSA bas an application now pending before'the.Ciﬁil*

‘Aeronautics Board (CAB) to extend its routes to Seattle, Was ngton,

via Portland, Oregom., , _
Viestern, & trunkline carrier, has been-operating since
1928. Its present service extends as far north as.Anchoragé,v

Alaska, as far east as Minneapolis-St, Paul, and as far south as
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Mexico City and Acapulco. In California it sexves toszngeles,
San Francisco, Sacramento, 0ak1and, Oncarié, Long Beach;lPaLm'
Springs, and San Diego. It estimates its 1968 total domeétic
system operating xevenues at $186,484,000.

Western operates 24 Boeing 7208 jet aircraft, 12 Electra
aixcraft, and & DC-6B aircraft over its 13,0005mi1e rbﬁte system.
Western has on order inm 1968 3 720B aireraft, 20 Boeing 737-200
aixcraft, 10 Boeing 737 aircraft, and 5 Boeing 707-320C aircraft.

Western has route applications pending before the CAB

which would extend its service to, among other placés, Hawaii,

Chicago, New York, Miami, and Atlanta.
System passengers and operating revenue: (000)

g : Operating
Passengers. ‘ Revenue

1960 1,722 $ 69,077
1965 3,575 123,599
19662/ 4,402 156,190
1967~ 5,108 | 192,482
Pacific, a local-service federally subsidized carrier,

has been operating under a permanent certificate of public con-

_ Vvenience and necessity since 1955 principally between'San‘Diego,'

1967 statistics give effect to the merger of Pacific
Northern Airlines into Westexn.
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Los Angeles, San Francisco, Sacrameni:o, and San Jose, Californié .

Medford and Portland, Oregon; and Las Vegas and Reno, N_evada.

Pacific flys nonstop between San Jose and Los Angeles, an&;vith

intermediate stops between LAX-SFO. | 1
Pacific has recently merged with West Coast Aixlines

and Bonanza Airlines. Prior to the merger Pacifié operated

9 Fairchild F-27 aircraft, 7 Martin 404 aircraft, and13:Bo¢ing

727 jet aircraft. Pacific has on order approximately 10 jet
aixcraft. ' |

Pacific has route applications pending before the. CAB

which would extend its service to, among other places,~Hawaii;
Seattle, Minneapolis, Denver, and Tucson, and~nonstop_becwéen 
ONT~SFO. System pagsengers, operating reveﬁue‘and-federal
subsidy: (000)
Passengers ggﬁ:ﬁﬁing §§g§§3§f7

1960 451 $ 7,173 § 3,901

1965 695 10,990 3,695

1966 835 13,178 3,596

1967 (NA) [V S 'V

Public Witnesses

A representative of the Los Angeles Department of
Airports (who.took no position on the merits of'thc‘dpplicérion)
testified that: On November 1, 1967, the Los Angeles.DePérﬁment
of Afrports took over the operstien of ONT and all émployees
of the City of Ontario assigned to the airport become cﬁpldyees
of the City of Los éngeles. In 1967 o minimm of 17.3 mfllion

-6-
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passengers moved in and out of LAX, the forecast for 1975 is 57.5

million passengers. The planning needed to take care of this; ‘tremen-
dous expansion calls for the creation of satellite airports,  of
which ONT is the first. It is being improved constantly in order to
induce greater use by air carriers, particularly those carr:!.ers. now
using LAX, so as to relleve present and future congestion at .ﬁAx. |
The mayor of the City of Omtario testified in support of‘v
PSA's application. In addition to corroborating the statistical -
testimony of the representative of the Logs Angeles Départment;‘ of
Alrports, he emphasized the problem of the‘ noving and parking of auto~
mobiles at airports and over the streets and highways leading to air-
ports, which is commonly referxed to as the “ground ba.r'i::!.er"; He
said that people in the Greater Los Angeles Metropol:ti:an area have
only one major airport, LAX, to sexve them. LAX :[s. capable of
receiving and dispatching additional aircraft, but the problem
of ground movement iIs alwost insurmoumtable., This condition
exists with the aircraft that are flying today, and will become
even more acute with the advent of the jumbo jets such as the
Boeing 747. He advocated as one solution to this problem the
satellite airport concept. A satellite aixport is mot fulfilling
its funetion if it merely funnels passengers into an already |

3/ A satellite airport i{s a supplemental airport, located in the
economic market of a more important airport, mear the area
from which it will draw its support and which either diverts
present traffic from the more important airport or absorbs
growth traffic which, if the satellite alrport were not
available, would go to the more important airxport.
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ovexcrowded hub airport; it must be capable offdiébatching-and-
receiving airplanes to and from all points. In the witnéss's
opinion, ONT has these capabilitiei, but they are relatively unused
at the present time. The only time that ONT is used near its
present capacity is when LAX has been closedvby‘fdg.

Two assemblymen and a state-senator also-testified in
support of PSA's aﬁplication. They‘especially emphasized the need
for ome-plane gervice to Sacramento. They pointed out that the
State Legislature now meets every year and'this’requixes“a heaviex
demand for adequate, well-scheduled, air service between Sacramento
and Southern California areas such as Ontario. They also called
attention to the growth of business in the Ontario area and the
need for such business to have adequate transportation facilities
from Ontario to San Franclsco and Sacramento.

In gddition to the above witnesses, PSA presented
resolutions of support from the Cities of Pomona, Rlverside,
Ontario, Fontana, and Upland, also resolutions of the Boaxds of

Supervisors of the Counties of Riverside and*San‘Bernaxdiuq; and

resolutions of support from various civie groups in the area.

I - Ontario-San ?rancisco
PSA'sS Evidence

PSA proposes to commence its operations with four

round trips daily, two Electra flights apd two Boeing 727 jet
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flighes. After an initial three-month start-up éeriod', PSA
propoges to increase its schedule to five xound trips Mond‘ay
through Thursday, six round trips Friday and Sunday, and foux
round trips Saturday. PSA's initial schedule as compared“with_

Western's present schedule:

Leave ONT for SFO

Psa Western
7:15 a.n. « ' &:QO‘ va‘.m'.: )
10:00 a.m. ‘ 12:00 noon
12:45 p.m. 4:30 p.m.
4:00 é.m. 6:50‘; p-.m‘.v'_‘ '
9:00 p.m.

Leave SFO for ONT

PSA Western
7:40 a.m. 7';25?"3.2,m;,
10:00 a.m. - 10:15 a.x.
12:30 p.m.  2:40 pom.
4:40 p.m. 6:}1"5i p‘;mi;\ |
| 8‘\:.561- p".in;

Scheduled flight time for the Electra is'“ 65 minutes;
45 minutes for the Boeing 727. PSA proposes to charge $13. 33":‘
plus tax for the Electra flight and $15.24 plus tax for the
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Boeing flight. Western presently uses_Electras on.its-ONT-SFOQ'
xoute with a scheduled flight time of 74‘miﬁutes at a fare of
$14.85 plus tax.

PSA's estimate of initial revenues, expenses, and
break-even requirements for an avérage month are:

Potential revenue (all seats filled at maximum faxe):
Passenger fares - $383,000
Freight, beverage, misc. 4,000

Operating Expenses:

Direct operating costs $119,000
Allocated operating expense 73,000
Amortization of start-up costs 2,000

Total operating expenses $T94,000

Break-even traffic requirements:

Pass. Pass. Pexcent of

Per Month Pexr Year Potential
To cover direct operating exp. 8,300 99,600 30.7
To cover total operating exp. 13,500 162,000’ 50.1

An economist who testified on behalf;of PSA estimated
that true 08D (origin and destination) traffic” between ONT-SFO

&/
True 08D figures should include onmly those passengers  starting
their airline trip at point A and terminating at point B and
vice versa. Passengers traveling between points 4 and B as a
portion of a longer journey by air should not be counted in
0D statistics for A-B. A careful reader will note that the
05D statistics cited throughout this opinion are not always
consistent. -That is because not all airlines use similar
standards to detexmine their 0&D and because some statistics
are based on actual traffic counts while others are based on
the CAB Origin - Destination Survey (a 10 percent sample).

-10~
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would be approximately 400,000 passengers if PSA were to in~
auguxrate its proposed operation. He further expected this 08D
txaffic to grow at a rate of 12 to 15 percent compounded, over ’
the next five years. He based his estimate on a variety of £actprs,
of which the major ones are: The increase in popula#ion, em- o
ployment, and income in the greater Los Angeles aréa (the C‘ountﬂés
of Los Angeles, Ventura, Orange, San Bernardino, and Riverside):;
similar growth in the logical market areca of ONT; time factors
to drive to LAX from various outlying points; the experience of
Alx California in the Orange Coumty-SFO market; the effect of
Alxr California on PSA's LAX~-SFO route; and the experience of
Westexrn in the ONT~-SFO market. |

A summary of his testimony and excerpts from his '

exhibits show:

A. Population, employment, and income factors:




POPULATIOR GROWIH BY COUNTY
1950 - 1980
(July 1)

3g - IS8V 7V

- Projected
County 1950 1959 1967 1970 1980
Los Angeles 4,151,687 6,038,771 7,050,000 7,630,800 9,241,500
Orange 216,224 703,925 1,268,900 1,473,800 2,144,000
Ventura - 114,647 199,138 330,800 - - 419,500 738,600
Riverside 170,046 306,191 440,000 . 506,200 722,000
‘San Bernardino 281,642 503,591 662,700 722,700 __ 969,400

TOTAL 4,934,246 7,751,616 9,761,400 10,753,000 13,815,500

TOTAL CIVILIAN EMVLOYMENT
LOS ANGELES FIVE-COUNTY CONSOLIDATED AREA
' 1958 - 1980

County 1958 1960 1967 1980

Los Angeles
Orange
Ventura

. Sa64§ernardino
Riverside

TOTAL

2,326,000
165,300

67,700

2,795,000

2,488,400
211,900
72,800

251,100

3,002,000

497,200

99,500
326,100

3,512,000
611,450
141,270

443,480

3,024;200

3,834,800

4,708,200
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PERSONAL INCOME GROWTH
IN THE LOS: ANGELES FIVE-COUNTY
CONSOLIDATED AREA

1950-1980

- Total Income
Year Personal Income Per Capita
1950 9,171,872,000 $ 1,849
1960 21,842,000,000 2,795

1965 31,023,853,000 3,182

Projected:

1970 38, 700,000,000 3,618
1975 50,200,000 ,000 4,114
1980 62,800,000 ,000 4,560

In the witness's opinion population growth in the

Los Angeles area has}occurxed’in a concentric '%pillover"pat;exn,
moving outward and away from its historical-urban-econbmic core,
the City of Los Angeles. | .

His exhibit shows high density population distribution
during 1940-1950 within a 15-mile radius of Civic Center,
Los Angeles: Burbank, Glendale, Santa Monieca, Whittier, Lakewood. .
Between 1950-1960 high densiﬁy-population distribution occurred
in San Fernando, Santa Ana, and the Pomona Valley. By 1966 high
density population distribution had reached San Bernmardino and
Rivexside in the western, most'populoué, portions of the countieé,

near ONT.




The witness expects this spillover pattern of g;owth

to continue, and he foresees the Pomona Valley and the San
Bernardino-Riverside axea as two of the sections which will ab-
sorb this growth. Population growth will be accompanied by
expanding employment and income as induaﬁry will tend to locate
near its labor supply. |

B; Adlrport travel time-distance rélationships_-- ONT v. LAX:

The witness assumed that the auﬁomobile would provide

the main form of ground transportation toland-ftom major airports
over the next several decades. He sponsored a 1959 study of
driving times to LAX and to ONT from various locations. The
witness assumed that the logical geographic market division‘be-
tween JAX and ONT would lie along those points where the driving
time to the two airports was approximately equal. Based on 1959
txaffic flow conditions the time-distance dividing line during
peak commute bours ran through the middle of Altadena and Paéadena,
east of the Pasadena Freeway and south to Sunset Beach in Orange
County. The off-peak division was slightly east of the peak-hour
line. At this line it was an approximate SO-minute.drive to either
airport. Based on this study the witness defined the potential

market for ONT to include eastern Los Angeigs County;-alljbut“a

small westerly cornmer of Orange County, and a11”o£‘San‘Be:nardino

and Riverside Counties.
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C. The logical market area for ONT?SFO airline ser#ice“‘

in 1967: |

In making this determination the witmess assumed that
the 1959 time-distance study had mot shifted significantly as
of 1967. Also, the witmess recognized that airline passenger
seﬁvice to San Francisco is now provided from Orange County Aixport
and Long Beach Airport and, therefore, he eliminated?pottions of
eastern Los Angeles County, and all of Orange County, from his
logical market area. | _ |

In the witmess's opinion the logical market area for

ONT consists of:

1967 Estimated
Population

Eastern Los Angeles County

- including E1 Monte, -

Arcadia, La Puente, Covina,

West Covina . Pomona,

Claremont , 804,431
Riverside County 444,000
San Bermaxdine County. , 667,700..

| 1,916,151

The experience of Air Californmia in the Orange County-SFO -

The witness asserxted that the‘experience of‘Air 
California in the Orange County-SFO market is directly comparable
to PSA's proposed ONT~SFO route. Air California commenced opera-
ticas in January 1967. The markets, he steted, cre comparsble in

texms of growth of population, employment, and incomes the aiflines

use similar equipment - Lockieed Elcctras; the torminal point, SFO,

is the seme. The witness cstimated that Alr Celifornis would

=15~
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carry approximately 188,000 passengers in the first three quarters
of 1967, and that Orange County's 1.3 million population‘had‘é
potential of 350,000 Orange Qounty-SFO passengerswéy,ln the witness‘s
opinion, prior to Alr California's service the great majority of
Orange County airline passengers traveling‘tbeFo flew from LAX, and
not from Long Beach or Onterio. Further, the witness compare& PSA's
LAX-S¥FO traffic for 1966, 954,304 pascengers, with 2SA's LAXFSF0  '
traffic for the first three quarteré of 1967, 760,000 péscchgers,
end concluded that Air California had mot caused PS4 to lose
passengers, and, in fact, PSA.had'gainedpassengers.6

E. The experience of Western in the ONIT~SFO market:

This factor was considered by the witness to show the:
constant growth of the market. True, O&D statistics, ONT-SFO,
supplied by Western show: | | |

- 1965 1966 1967

1st Quartex 17,190 25,440 34,082

2nd Quarter 18,790 27,720 44,621

3xd Quarter 23,470 25,790 47,965
4th Quarter 25,870 34,800 ggAé 7/

Total 35,325 II5,755 »

s/ : | ‘
Alx Califormia's 1967 0&D Orange County-SFO as reported to this
Commission was 252,793. ‘ : _

PSA's 1967 04D LAX~SFQ as reported to this Commission was 871,256.
We are not certain if this is a true 0&D figure but it appears to
be computed in the same manner as the 954,304 figure. 1966 traf-
fic LAX-SFO reflects an abnormal increase for PSA due to anm aix-
line strike which shut down some of its competitors. Based om
figures supplied to us by PSA, the assexrtion made by PSA's
economist that 760,000 passengers traveled LAX-SFO during the
first three quarters of 1967 is exromeous. Qur recoxrds show ap-
pz::imately 660,000 passengers traveled this route during that
time.

&/

At a later point in the hearing a witness for Westexrn estimated
that the 4th quarter of 1967 0&D would be 40,000 foxr a total

of 166,668 0&D passengers for the year. In our opinion this esti-
wmate of 40,000 1s low; the 4th quarter of 1965 and 1966 show an
increase over the 3rd quarter of those years and there is no
reason to believe that 1967 will be different. We will use an
estimate of 50,300 in the 4th quarter of 1967 making a total of
177,000 for the year, in our projections.

-16-
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In the witness's opinion Air California was carrying
more passéngers than Western, from a market smallex than.Westein's
which led him to conclude that Western is not meetmng the potential
demand of its logical market.

Based upon the above statistics, and'the gener§1‘
proposition that competition which provided lower farcé' improved
equipment, end more Lrequent schedules would gemerate business, the
witness cctimated that the rumier of potentizl pascengers available*
for all zirlinmes on the ONT-SFO route was 400,200 pex year; and |
that such potential would imcresse Srom 12 to 15 percent compounded
foxr tke naxt five years.

Western's Evidence

Western is the sole carrier now serving the ONT-SFO
market. Western was first authorized to serve this.maiket, with
2 mandatory stop at LAX, in 1949. When Western was gramted:
nonstop authority ONT-SFO late in 1962 the numbér of paséengers
carried increased substantially and addiﬁional flights were added

to meet the demand. 8/

Year No. of Flights O&D Passengers ONT-SFO

1962 | 8,730
1963 | 48,170 .
1564 68,6500
1965. | 87,940
1966 116,000

1967 | £ 177,000 (est. )

Western presently uses Electras om all ONT-SFO!fllghts;

but expects to replace them with jet aircraft when availablgg

8/ 5
1962-1966 figures from CAB Origin-Destination Survey
for those years. \ . '
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Western forecasts 255,667 passengers to be carried
ONT-SFO in 1968 if PSA’'s application is granted and‘expectsjPSA
to carxy 116,201 of them. Its exhibits show: |

FORECAST OF PASSENGER TRAFFIC
IN THE ONTARIO-SAN FRANCISCO NONSTIOP MARKET

1968

Number
- of.

; ggggengeré‘
1 .
1965, Origin-Destination 2/ - 87,940

Connecting Passengers 4,000

Total §I 940

1968:

3 o
With normal market growth 202;268‘

with stzﬁuiation:

Fare s/ 23,059
Coumpetition 30,340

1968 Total 755,667

Western's footnotes explaining the bases of its forecast:

1/
T CAB Origin-Destination Survey, 1965, expanded. .

2/

T CAB Competition Study, 1965, expanded.
3/ o
@ Annual xate of 30%, compounded - this is growth rate
experienced from 1964 through 1966 in ONT-SFO market.
4/

@ 11.47% due to fare reduction of 10.2% - based on fare

elasticity of unity; that is, increase of traffic to.
offset reduction in revenue.

T @ 15% for first competitive service.
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FORECAST OF PACIFIC SOUTHWEST AIRLINES PASSENGER TRAFFIC
IN THE ONIARIO-SANigggNCISCO NONSTOP MARKET

Number of
Passengers
Total Passengers Available 255,667

Passengers to be carried by Western: 9/ ,
Not available to PSA- 23,266
Available to Western and PSA -10/ 232,401
Western's noxmal participation 116,200
Passengers Forecast to be carried by PSA- _116,201

Western concludé# from these figures that PSA.wi11 have
to carry over 88.6 percent of all passengeré available to it in
order to break even. If PéA carries no more than 50 percent of
the available passengers, it will operate at a loss of over

$100,00Q per month, and, during 1968, will diverth62,802-passengérs1

1/
from Western, at a loss to Western of $864,000.

S/

T Western computed its 255,667 figure by adding connecting
passengers to its 0&D figure. It now has to deduct these
connecting passengers from the total passengers available.
In our computation of potential passengers available in -
1968, below, we have used just ONI-SFO 0&D figures.

Western assumes that PSA and Western will each carry 50 percent
of the traffic that is available to both carriers.

The statistics set forth in this paragraph may be found in,
or axe derived from, Exhibits Nos. 45, 46, 47, and 48. The.
exhibits are based on the assumption that the total ONT~SFO
Market has 232,401 passengers and that PSA will xequire 205,800

of them to cover total operating expenses after PSA reaches -
its expansion stage. '
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Western introduced evidence to show that projecting Aix
Cal;fo:n;a $ experience in Orange County to determine potential
passengexs at ONT was unsound; that ONT could not draw upon the
total areas of San Bernardino and Riverside Counties; and that a
more meaningful study would be PSA's expe:ience at Burbank; which
shows that statistics on population, employment, and income, |
comparable to the ONT logical market area, do'not portend an
increase of passengers to the 400,000 mark.

A witness for Western, using the population and‘employ-
ment figures adduced by PSA, testified that the population gxowch
of the San BernaxdinodRiverside areas was 4.6 percent pexr year
between 1960 and 1967; Orange County was $.8 percent. Employment
figures for San Bernardino~Riverside show an annual growth rate
of 3.8 percent; Orange County shows 9.7 percent.

. In addition, Western asserts that the vacation center
that has grown at Disneyland within the Orange County market

area, is an important magnet for air travelers tha;‘has no parallel

in the San Bernardino-Riverside-east Los Angeles County area. Also,

Palm Sp-xngs a resort area approximately 80 driv;ng niles from
ONT, is served by Western to LAX, to Las Vegas, and to SFO via ONT.
No other airline renders ome-plane service to SFO from_Palm-Springs.
In 1966 Western served over 51,000 O&D p39senger3_at Palm Springs,
of which more than 35,000 traveled Palm Springs~SFO. Western
operates two round trip flights daily:between Palm Springs-ONT-SFO,
to sexve this market. This service,fromvPalm'Spfings, in Rivexside
County, is significant, serves a logical market, and should not be

included in the ONT market area.
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The witness then compared the market area of the
Lockheed Aix Terminal at Bu:bank,lg'which inéludes-Burbank, _
Glendale, Noxth Hollywood, Hollywood, Van Nuys, San Fernando,
Tujunga, and Pasadena, with ONT. |

| Population -.Employmeﬁt
ONT Logical Maxket Area 1,916,000 560,000

Lockheed Air Terminal N ' L
Logical Market Area 1,705,000 700,000

Pex capita net effective buying income:
Cities of Burbank and Glendale | $ 3,705 -
Orange County 2,884
Cities of Oatario, San Bermardino and Rivexside 2*679f

From these statistics the witness comcluded that the
employment and income in the Burbank area, which axc higher than
in the Ontario axea, should produce, and have produced, sig-
nificently higher traffic volumes between Burbank and San Francisco -
(1966 ¥SA-245,000) than between Ontario and San Francisco
(1966'Wescexn-ll3,750). In the witness's opinion the 1968
traffic forecasts that Western made for 0NT-SFO~(255,667)‘are

corroncratad by the Burbank-SFo;traffic‘actually~carxiéd‘by¥rSA.

Discussion ONT-SFO

Westexrn vehemently attacks the forecist made by PSA'S
y .

econonict that the ONT logical maxket arez will gemerate 400,000

passengers in 1968. Westexrn bases jits attack on the following
grounds:

12/

In 1966 PSA carried 245,000 passengers on its Burbank-SFO
route, with approximately seven round trips daily. No
other carrier sexves this route. ~ '

-21-
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1. A tabulation of raw economic data concerning employment,
income, and population in the axea surrounding ONT is not suf-
ficient to base a prediction on the number of persons who might
travel between Ontario and San Francisco. In addition to
economic data there must be included in any survey the experience
of other airlines in the market and, most importantly, the
community of interest factors between the two areas under con-
sidexation. Community of interest meaning the econonic, social,
industrial, recreational, governmental; and othex reasons why
persons at one point need, or may need, air transpbrcatién'se:vice.
to any othexr point.

2. Thbe use of Air California's experience in the Oiange
County-SFO maxket is not a valid basis for forecasting the
ONI-SFO market because:

(2) The percentage increases shown in popuiation“
projections in the Orange County area'are'
nearly four times that of thé area which PSA
claims will logically be served by ONT.
Population projections of 1960 to 1970 show |
that population in the ONT area will increase
by less than 30 percent whereas that of
Orange Coﬁnty will increase by more than

100 percent. There is a2 similar disparity

in percentage increases of income projections.
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(b) PSA's economist failed to give weight to the

Disneyland traffic that Air California

carries; he felt that it was not material

to his comparison that Disneyland was lo=-

cated within the Orange County market,

3. PSA's economist overlooked the effect of the Palu Springs
traffic. By including Palm Springs in the loglcal market area
of ONI, he disregarded the actual facts of air travel between
Palm Springs and SFO, Western asserts that not only is the
Palm Springs traffic significant, but that proPerly' it camﬁot be
considered within the logical market area of ONT and should be.
segmented out, | | _
4. If any market is to be compared to ONT-SFO, it shouldifbe-‘
Burbank-SFO. | ‘; |
Western's argument that the use of raw economic data ]

without the leavern of community of Interest factors renders the“
econouic data useless Is not persuasive within the framework of
this case. It is clear to us that the economist's 400,000-passenger
prediction was not based solely on raw ecomomic data, and thgt he
was not claiming that such an estimate would be valid to any two
points in the United States, such as ONT-Chicago, or ONT-New Orleans.
We accept his concemtric pattexn, or "spillover", theory to
describe the growth of ‘the suburbs of Los Angeles. From this

we find that the commumity of Interest factors which made the

LAX-SFO aix corridor the most heavily traveled in the world
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have followed the population growth of Metropolitan Los Angeles
as such growth saturates the suburbs.lé/ | |
The PSA economist related the cxperiomce of Afr
Celiforniz on its Orange County-SFO route to the cconomic
indicia of Orange County and used that relationship as a basis
to predict air travel between ONT-SFO. Westérn claims the
comparison is not apposite since Dispeyland, a leading tqdiist
attraction in Orange County, is so popular that air travel sta-
tistics to and from Orange County are‘grossly distorted when
compared to ONT because the logical ONT market has no similar
attxaction. We do not doubt that Dismeyland {s a magnet for air
trxavelers but we cannot overlook the fact that ONT also serves
an area that has many tourist attractions (albeit not of the
wagnitude of Disneyland) such as Lake Axrowhgéd, Mount Baldy, Big
Bear Lake, Victorville, and Apple Valley. Since congzuicyfwill
rarely be found when comparing land areas we—must‘make do-with‘
approximations. The Orange County area is-Suffiéiently simiiax

to the ONT area in population, economy, and community of interest

ag to make a comparison reasonsble. The fact that Orange County

has reached its present stage in development at a faster growth
xate than the ONT axea is entitled to little weight as far as -
present heed for ONT-SFO air service is concermed.

13/ . :
Compare Re Wegtern Air Lines, Inc. (1964) 62 CPUC 553, 562
where we sald .. .that the San Francisco Bay Metropolitan
area and the Los Angeles-Orange Counties metropolitan area
constitutes an integrated air passenger market, and that
regardless of the particular airport in each area from
which operations are conducted, the competition between
Wbscer% and P.S.A. is for all passengers in the respective
areas. |

—
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We agree with Western that considerdti.‘ons- of air traffic

potential at ONT should include present airline experience in the
ONT market; should include a comparison with the Burbank area aﬁd
the Burbank-SFO traffic; and should exclude Palm Springs from the
ONT logical market area when considexing the relationshiﬁ- ‘Between '\
ONT and SFO. o

PSA's economist did consider Westexnm's eiﬁexience on |
the ONT-SFO route. When answering questions on direct examir;atioﬁ
based on Western's ONT-SFQ trxaffic foxr 1965, 1966, and 1967
(9 months), he stated that such passengex stati"sftiés confﬁmgtcf'/
his conclusion that ONT could support an additional aixlime.”

To test tﬁe axécuracy of PSA's estimate of pot:encia-l :
traffic at ONT we have projected an average of Western ’s( OM'-SFO 08D -
for the years 1965, 1966, and 1967 to obtain estimated 1968 traffic;
then we have added appropriate adjustments for traffic stimulation
as a result of competition with a fare reduction, using Western's
criteria. The following table effectively excludes the Palm Springs

market area when considering the rélationship between ONT-SFO.

14/ . |
The statistics are set forth on sheet 16 above.
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: % Increase
Year ONT=SFO 08D (000) over Prior Year

1965 85.3 |
1966 113.8 33.4
1967 177 (4th qtr. est.)  55.5

1968 257 (est.) ' 45 (average)

15% Stimulation from
Competition 38.5

11.4% Stimalation from
Reduced Fare 29.3

, 324.8
Each carrier sbare 50% 162.4

We consider our projection more accurate than Western's
because we have useﬁ only ONT-SFO O&D'whereas Western igclude@ 15/
conmnecting passengers in its projection and then eliminated them, ™
and because we have used actual 06D for 1965, 1966, and the first
three quarters of 1967 whereas Western used only 1965\figurgs
projected. We also comsider our projection more accurate than
PSA's as ours is oriented more toward actual traffic experience
than forecasts based on general ecomomic data and‘brbad‘éomparisons.
Not surprisingly, our projection falls somewhere between PSAfs
optimism and Western's pessimism, |

We recasonably conclude from this table that PSA.wouldJ

recover its fully allocated costs for four round'tr1p £11ghts.dai1y
in 1968 and that Western would lose approximately 14;600'passe§gers‘
from 1ts 1967 high. Of course, in addition to the 162,400 true 0&D
passengers that Western can reasonably be expected to carry,\there '
must be added those passengers not avalilable to PSA: Pélm Springs

passengers, passengers going beyond SFO, and imterline passengers.

15/ See Sheets 18 and 19.
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A projection of PSA's Burbank 08D traffic‘shows:_(OOO) :

Burbank- 7% Increase
Year SFO 0&D _ over prior vear

1965 220 |
1966 245 11.4
1967 270 10.2
1968 300 (est.) 10.8

Western claims that a comparison of Burbapk traffic
with ONT traffic indicates that ONT has nowhere near the 400,000

passenger potential predicted by PSA. However, another'viéﬁ'of
these figures shows that, if Burbank and ONT are comparable as to
population, economic growth, and income then the disparity in
traffic volume (1967 Burbank-SFO (270,000) vs. 1967 ONT-SFO (177,000))
points to the conclusion that Western has not’adequatély'developed"
the ONI-SFO market. | -
Furthermore, Lockheed Air Terminal at Buxbénk has one
deficiency not found at ONT: insdequate facilities. The airport
is in the middle of a highly industrialized and heavily populated
area. Access roads are-crowde&, making It difficult totget'to-the
airport at peak hours; parking.facilitiesvare'limitéd; the terminal
building is small; and there appears little room for expansion of
parking, terminmals, or landing space to accommodate largé Increases
in traffic. These physical limitations of plant tend to retard alr
passenger growth. “ .
There are other factors, in addition to estimates of
potential traffic, that must be considered wheﬁ determining‘if‘
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a second carrier should be authorized over a single carrier,route;
One is what the benefits to the public will be from competitioo; In
this case the benefits from PSA's entry should be obvious from the
start, First, PSA will provide additional flights at peak hours im
the morning and late afternoon. Second PSA will lower the fare by
about 10 percent. Third, PSA will introduce pew and better equipment
on the route. All of these service improvements will benefit che
public immediately. Western's service iéﬁadequate in the sense that
it can be described as being acceptable, but a baiely'oatisfactory

sexvice rendered by one cerrier is not a sgfficient reason, standing
1

alone, to deny entry of a second carrier. . The combination of PSA's
sexvice and Western's service will provide'superior serV£ce.betweeo
ONT-SFO. When such superior service can be made available, the
public Is entitled to it. The public, as much as Western, should
share and profit from the growth of the market in the form of iower
rates, better equipment, and more service. N
Not only will passengers in the logical market area of ONT
benefit from PSA's entry into the f£ield but passengers using LAX to
and from all points, plus persons living_in the vicinity of LAX will
also benefit. We have recently considered the traffic congestion
problem at LAX in Re Golden West Alrlines, Declsion No. 73613 dated
January 9, 1968 in‘Application No. 49532, PSA's entxy into ONT
will divert traffic ftom.LAX and thereby help relieve automobilc
traffic congestion at LaX,

Westexrn asserts that PSA's service will not«beccompensatory.
This s ot a compelling argument. First, PSA's break-even direct
costs on its initial service require revenues of $1,452, 000 and

99,600 passengers yearly. Western's own projection shows that those

16/ Syracuse-New York case (1956) 24 CAB 739,790.
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estimates will be met. Second, it assumes that PSA's-manageme#t is
improvident - that it is deliberately seeking to enter an‘afea'when'
it knows, or should know, it will lose money.

Western claims that PSA's entry will divert traffic
from Westexn thereby causing financial loss. That traffic will be
diverted to PSA canmot be doubted, but that this diversion will
cause Westexn's revenues to go down to a point when a profitable
operation becomes unprofitable, or to where its ability'to;se:vevhas
been Impaired has not been shown. Western asse?ts thg: 62,80%5/
passengers will be diverted at a loss of revenue of $864,000.” This
assertion appears based on the assﬁmption that Wéstern'is entitled
to virtually all of the cxpected normal iIncrease in traffic. if the-
expected normal increase in traffic was estimated at a mﬁch*highgr‘
figure.;hen the potential revenue loss would also be higher. Using‘
Westexrn's method of computing revenue loss the more potential traffic
in an area which can sustain two airlines the greater the revenue
loss will be to the original airlinme., This result is obvious but not
very meaningful in this case. If loss of revenue‘data is to be |
meaningful it should be related to cost and'profitability'of opera-
tion. However, Westexrm has not iIntroduced any evideﬁce offcostsiof

operation of the ONT-SFO route. We do not kmow if it £s‘avhighly

préfitable route or marginal; whether the operation is efficient or

17/ The 62,802 passenger statistic is the difference between
Vestern's projection of ONT~SFO traffic in 1963 without
PSA's competition (202,268 passengers) and that which it
expects to carry if PSA is certificated (139,466 passengers).
The $864,000 loss of revenue statistic is the difference
between revenue from 202,268 passengers at current fares

($2,704,323§ and 139,466 passengers at reduced fares
($1,840,310).
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inefficient. A witmess for Western did say that the ONT-SFO opera-

tion was profitable, and that the profitablev segments of Western's
routes support the unprofitable ones. But no financiai data was
subnitted which would give a detalled accounting and the actual
amount of profit., The limited financial data in this record arec not
adequate to determine the effect of a revenue red@éf.ion' on Western's
ONI-SFO operation, oxr onm its total operétions. | |

We are not unmindful of the effects of competition on the
profitability of air carriers, nox the adverse effects such com~
petition might have on the carriers and on adequate service to the
public. In the Orange County -~ San Jose/Oakland case (Re Afr
Cali’fornia, Decision No. 73172 dai:ed October 10‘,‘ 1967 in Applicationf

No. 49522)' we authorized Air Califormia to serve ‘betweén Orange
County and San Jose/Oakland, and, because the adverse effect of
competition would have had a devastating affect on Alr Cal:[fomia, we
denied the application of PSA to sexrve those same pointsy." The case |
before us now differs from the A:.r California casé- in at;ér l’eastr four_ '
important particulars: |

1. Both PSA and Western are well established, financially
sound, profitable air carriers, Serving_ multiple routes and' areas.
If our traffic forecast in this case falls short each carrier has
adequate resouxces to withstand a per:t.od of marginal ort. nonprofitable t.
operations. By coﬁfxa’st, Air California, operating in a mew and.
relatively confined area, did not have thé f_inanc:’.al resources to
withstand major competiti‘on‘_ during ite develf;:pment peﬁod\. |
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2. Air Califormia is a fledgling aixlime and needs: some
protection. In Decision No. 73172‘(at.sheet 8) we said "AC CAir
California) is piomeering in a new segment of the Squthern |
California market, i.e., traffic susceptible of travel through
Orange County Airport, is developing strong support on its,pregent
route, and is seeking to solidify its position‘thtough the natural
extension of its market to San Jose and Oakland. We:woul@‘bg
doing a dissexvice to the public if at this early stage o£ AC’s |
development of its market (with Orange County Airport as its hub)
were we to certificate competition at this time. = In this instance
we have a formjidable competitor with great financial<resourc¢3,
and we would be not only over-certificating but alSO»over-burdening
the fledgling AC." Neither PSA nor Western is in the embryonié
position of Aix Califormia. | | ‘,‘

3. The airport facilities at ONT are better able to handle
increased trxaffic than those at OrangefCounty-Airport, This is
not to say that Orange County Ailrport cannot adequately handie
increased traffic, but that ONT, with its expansion prograﬁ, will
bave superior facilities which should Qttxact patronage. The
disadvantageous position that Air Califorxnia would have been placed
in bad competition been authorized‘in.the Orange County =

San Jose/Qakland case is mot present in this case.

4. PSA's zpplication to operate over the Orange Coumty-San

Jose/Ozklend route did not include a feore lower than Afxr Coliformie

offexred aer supcrior cquipmsont.
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11 - Ontario-Sacramento via San Francisco

The application of PSA to sexrve ONI-SAC via SFO is,

realistically, an application to sexrve SFO-SAb, PSA's opexating“

witnesses testified about costs;and-flight ﬁimes on the SFO-SAC
Toute as if it was a route separ;;e from ONI. Also, PSA's
economist discussed péten:ial traffic almost entirely from the
viewpoint of the SF0~-SAC market, andtdnly incidentally referred
to ONT-SAC traffic. We will consider the SFC-SAC route in the
saxe manner as the parties, as a separate and‘distinct route.

The SFO-SAC route is presently served by United Air
Lines (United), West Coast Airlines, and Pacific. West Coast
Airlines and Pacific have merged and should‘be‘considered”as
one entity.

As of Octobex 1, 1967 United and Pacific provided twenty~
two round trips SFO-SAC between the hours of‘6:OO a}m. and 11:00 p.m.
It was estimated that 70,000 true OSD passengers traveled in this
market in 1967. Pacific's load factors-arerapproxiﬁacely.
52 percent southbound and €60 percent northbound. .In‘ad&ition,
Greyhound Bﬁs‘Lines has at least fourteen nonstop round trips
daily between downtown San Francisco and dowatown Saéramento;_.Ihé
trip by bus takes one hour and forty minutes.and costs‘$5,65
round trip. PSA proposes to serve tgis market with three round
trips daily at a fare of $6.35 one way and $12.70 rounditrip.
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PSA's estimate of initial revenues, expenses, and
break-even requizements for an avérage,month are:
Potential revenue (all seats filled at maximum fare) :

Pagsenger fares - § 131 700
Freight, Beverage, cte. \ 1,300

sm
Operating Expenses:
Dixect operating costs $ 26 000

Allocated operating expense 31, >500
Amortization of start-up costs 1.500

Total opexating expenses $ 759 555

Break=-even traffic requirements:

Pass. ‘PaSS.M
Pex Month Pexr Year

To cover direct operating exp. 4,100 49,200

To cover total operating exp. 9;300‘ | 111,600*

PSA's economist estimated that thexe wére'zzs;ooo«
potential passengers in the SFO-SAC market. He based thié pre-
diction on gemexal statistics concerning population, employment,
and income, and a comparison with the San Diego—Los A;geles air
market. No community of interest study was made. Unlike the
ONT-SFO market, where we found communlty of xnterest factors
similar to those in the LAX-SFO market from the mnature of popula-
tion growth in the axea, and.whereﬁwe'found a valxd comparxson
with Air California's experience in the Orange County-SFO morket,

" we find no such parallels here. San Diego-LAX cannot bégompared

with SFO-SAC. The staff in its brief commented that, “the total
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market was estimated at 70,000 without challenge; therefore an °
increase of over'300 percent would have to take place to achieve
(the economist's) projection. We can refer to nothing in this
record to support such a fantastic growth rate." Pacific in its
brief comments that "this forecast is utterly unrealistic and under
the facts and circumstances brought out in this hearing so completely
unfounded that it must be dismissed by the Commission as inherently
incredible.” While not agreeing with the hyperbole, we do agree with
the staff and Pacific that the evidence to support a prediction of
225,000 passengers in the SFO-SAC market is not at all ccnvincing.
The evidence in this case shows 1966 SFO—SACLO&D at !
53,4603 1967 - 70,000 (estimated). This increase of aboutf30'percent‘
is the highest SFO-SAC single year percentagev1ncteasé*éhbwn\on‘this
record. Based on these figures, and assuming PSA wduld‘darry i
passengers originating or terminating at points-bther‘than‘SFO; we
cannot £ind that there is encugh traffic to provide PSA.witﬁ the
111,600 passengexs it meeds to recover its total operating.éxpenses.
We find that thexe is not enough traffic, actuél or potential, to
support PSA's entry into the field. | ) |
Because of our finding that there is an insufficient level
of traffic to sﬁpport PSA's entry into the SFO-SAC marke:«it is
| unnecessari toAéiscuss‘equipment, fares, costs, timetables or other
matters pﬁt in dissue by the parties.: However, the'testiﬁony in this
case indicates that PSA.usesvmethods of reporting passenger traffic

and scheduled flight times that are inconsistent with those methods

used by all other major airlines. Consequently, comparisons of such
fnformation are difficult. ' S
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Findings of Fact

1. The facilities at ONT axe adequate to handle the present
volume of traffic and aﬂy additional traffic that PSA's entry would
bring. ONT bas an excellent airfield, good runway structures, and
clear gpproaches from the east and west. The City of Los Angeles
will spend in excess of $20,000,000 over the next ten years for
capital improvements, Such improvements wiil inélude expansion of
parking facilities, terminal buildings, better baggage handling
capabilities, and additional runways. The Federal Aviation Agency |
has installed a modern control tower, navigational aid&, andlgfbund»
lights. | |

2. Total operating costs for PSA to initiate four round‘trips*
daily, ONT-SFO, 1s $194,000 per month of which $119,000 per month
represents direct operating costs. PSA will require 99,600 passengers
per year to cover direct operating costs and 162,000 passengers per

yeaxr to cover total operating costs.

3. Population growth in the Los Angeles area has occurred in

a concentric "spillover" pattern, moving outward and away from its
historical urban-economic core, the City of Los Angeles., This |
Los Angeles area spillovexr has recached eastern LOS-Apgeles\Couﬂty
and the westerm, most populous portions of San Bermardino and
Riverside Counties. The cozmunity of Interest factors which made
the LAX-SFO air corridor the most heavily traveled in the wdrld have
followed the population growth of Metropolitan Los Angeles as such
growth saturates the suburbs, which include eastérn Los Angeles
County and tﬁé western portions of San Bernardino.and Riveréide
Counties. |

4. The logiecal ﬁarket area for ONT consists of Eastern |
Los Angeles County (iﬁtluding.El Monte, Arcadia, La Puente,«C0vina;

=35-
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West Covina, Pomona, Claremont), San Bernardino Co\.int:y“,.- and
Riverside County, except Palm Springs and its envﬁons. ‘

5. With the addition of PSA's service, 1968 08D ONT-SFO
passenger traffic should be approximately 324,300 based on the
following projection: |

7% Increase
Year ONT-SFO 0&D (000) over Prior Year

1965 85.3

1966 113.8 33.4

1967 177 (4th qer. est.) 55.5 |
1968 257 (est.) 45 (average)

157 Stimulation from
Competition 38.5

11.47 Stimulation from
Reduced Fare 29.3

324.8
Each carxrier share 50% 162.4

6. We reasonably conclude from Finding No. 5 thét- PSA woﬁld”
recover its fully allocated costs for four round trip. flights daily
‘in 1968 and that Western would lose approximately 1_4,600' passengers
fro:ﬁ its 1967 traffic. In addition to the 162,400 true 0&D
passengers fhat Western can reasonably be expected to carry in 1968,

- there must be a&ded those passengers not available to PSA: Palm
Springs passengexs, paSSengers going beyond " SFO, and :f.nterliné

passengers.

7. P0pu1atioh,r empioyment, and income data, plus community

of interest factbrg in the market areas of ONT, Lockheed Afr
Terminal at Buxbank, and Orange County Airport, axre comparable.
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Therefore, it is reasonable to compare fhe-ekperience of Air
California in the Orange County market (1967 OSD Oramge County-SFO:
252,793) the experience of PSA in the Burbank market (1967 08D
Burbank-SFO 270,000) with the experience of Western in the ONT
market (1967 0§D ONI-SFO 177,000). This comparison shows that
there iIs potential air traffic in the ONT logical market aiea‘that
will be available to an gdditional carrier.

8. Upon entering the ONT-SFO market, PSA will provide
additional flights at peak hburs in the morning and late aftermoon;
PSA will lower the fare by about 10 percent; and PSA will introduce
jet aircraft on the route. All of these sexvice improﬁéﬁentSVWili:
benefit the public immediately. The combination of?PSA's.serfice
and Western's sexrvice will provide superior service between ONT-SFO.

9. PSA's entry into ONT will divert traffic £roi LAX
and thexeby help relieve automobile traffic congestion at LAX. Not
only will passengers in the logical market area of ONT benefit from
PSA's entry into the field but passengers using LAX‘torénd\frbm.all
points, plus persons living in the vicinity of LAX will also bemefit.

10. That traffic will be diverted from Western to PSA upon its
entry into the ONT-SFO market is not doubted, but that this'diversiqn
will cause Western's revenues to go down to‘a:pdint when a prqfitablé
operation becomes unprofitable, or to where its ability-tq.serve"
has been impaired has not been showﬁ. The»iimitedffinancial daﬁa

in this record are not adequate to detexrmine the effect of a reveaue

reduction on Western's ONT-SFO operation, or on its totalfoperations;-v
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11l. PSA has substantial business experience in the field of
air operations; has adequate fimancing to perform the authorized
sexvice; has insurance coverage that meets all requirements of law;
will employ the most up-to-date equipment on its route; will
establish adequate minimum schedules; and will economically give
adequate service to the Ontario axez and the San Francisco area.

1Z. Public convenience and necessity require the granting
to PSA of a certificate to operate as a passenger alr carrier
between Ontaxrio Intexnational Alrport and San Francisco Intef-
national Airporet.

13. PSA requires at least 111,600 passengers per year in the
SFO-SAC market to recover its total operating cxpemses. Tt has not
been established that there is enough traffic in such market, actual
or potential, to support such a requirement and alse provide
adequate revenues for United Air Lines and Pacific Alr Lines. Nor
are there sufficient passengers traveling from the Ontario area te

Sacramento, when added to PSA's potential SFO-SAC traffic, te make

PSA's SFO-SAC proposed service economically sound,
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14. PSA has not established a need for additional éassenger
air carrier sexvice between San Francisco and Sacramento, nox: |
between Ontario Internationmal Aixrport and Sacramento via San
Francisco. | |

Based upon the foregoing findings of fact the Commission
concludes that the application of PSA for a cextificate of public
convenience and necessity to operate as a passenger air éa:rier]_
between Ontario Intexmational Airpoxt and San Francisco Inter-
national Airport should be granted. In all other respects the
application should be denied.

Pacific Southwest Airlines is hereby placed on notice
that operative rights, as such, do not constitute a class qf
propérty which may be capitalized or used as anvelement 6£.§alué
in rate fixing for any amount of money in excess of’that oxrig-
inally paid to the State as the comsideration fof the grant of
such rights. Aside from their purely permissive aspect, such
rights extend to the holder a full or partiél mohopoly of a class
of business over a particular route. ThiSAmonopoly'featﬁre mAy

be modified or canceled at any time by the State, which is mot

in any respect limited as to the number of rights which may be
given. ' |
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IT IS ORDERED that:

1. A certificate of public convenience and necessity is

granted to Pacific Southwest Airlines, authorizing_it’to operate
3s a passenger air carrier as defined in Section 2741 of the
Public Utilities Code, between the points and over the route «
paxrticularly set forth in Appendix A, attached hereto and made a
part hereof. |

2. In providing service pursuant to the certificaté'herein
granted, applicant shall comply with and observe theufoilowing
sexvice regulations. Failure to do so may result in a cancella-
tion of the operating authority granted by this decision.

(a) Within thirty days after the effective date
bereof, applicant shall file a written
acceptance of the certificate herein granted.
By accepting the certificate of public con-
venience and necessity herxein granted, ap-
plicant is placed on notice that it will be
required, among other things, to file amnual
reports of its operatioms and to comply with
and observe the insurance requirements of
the Coumission's Genexal Order No. 120-A.
Failure to file such reports in such form
and at such time as the Commission may
dixect, or to conply with and observe the
provisions of Gemeral Ordex No. 120-A, may
result in a cancellation of the operating
authoxity granted by this decision.

Within one hundred and eighty days after the
effective date hereof, applicant shall es-
tablish the service herein authorized and
file its tariff and timetables to reflect the
authority herein granted. Such filings shall
be made effective not earlier than five days
after the effective date of this order on not
less than five days' notice to the Commission
and the public and shall comply with the
regulations governing the comstruction and
filing of tariffs in the Commission's General
Order No. 105-4.




A. 49512 = BR/ MIO * Tp.. T4/

3. In providing service between Ontario Intexrmational
Aixport and San Francisco International Alrport pursuant to the
certificate herein granted, applicant shall charge the following
Tates:

Lockheed Electra ailxcraft. $13.33
Jet aixcraft 15.24

4. The application for a cextificate of public convenience
and necessity to serve between 0nt§rio Intexnational Airport and
Sacramento Municipal Airport via.San Francisco Internatiénal
Airport is denied. | o

The effective date of this oxdexr shall be twentixdays
after the date hereof. | |

Dated at San Francisco , California, this ;/1%/1aL '
day of ¥AY , 1968. R |

~President

A
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Appendix A PACIFIC SOUTEWEST AIRLINES Original.'Pageg- 1

Pacific Southwest Airlines, by the certificate of
public convenience and necessity granted in the decision noted
in the margin; is authorized to transport passengers ‘by air in
either direction in mon-stop service at a minimum of foux.scheduled
round-trip flights daily between Omntario Interﬁa::ioﬁal A:f.’i:port‘: and |
San Fronelsco Internmational Afrport. |

Restriction

No non;stop service may be operated betueen. O:itario h
International Alrport (CNT) axd any other poir}.tsv alxeady ,se:‘:ved-.
by Pacific Southwest Airlines under other existing certificates.

Issued by California Public Utilities Commission.
Decision No. 74114 , Application No. 49512‘. |
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WILLIAM M. BENNETT, COMMISSIONER, DISSENTING

I would grant the authority between QOntario and San
Francisco but I would defer Judgment upon the 2dd1tional 'paséenger
alr caxrier service between San Francisco and Sacramento and between
Ontario Internatlonal Alrport and Sacramento via San Francisco.

My reason for not decilding the latter authority resta in fhe‘ fact
that there is an application for 2 similar service upon thé part of
PSA presently before the Commission and yet to bhe decilded. Today's,

denial by the majority disposes of th request for operating authority
from the points nemed to Sacramento. R

/s/ WITLLIAM M. BENNETT

n M. Bennett
Commissioner -

DATED: San Francisco, California




