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Decision No. __ 77155 @RUGUNM, |

BEFORE TEE PUBLIC UTILITIES COMMISSION OF rHE STATE OF CALIFORNIA

Tn the Matter of the Application of )

HOLIDAY ATRLINZS, INC., g -
Application No. 51159
a Californle corporation, for | (Filed June 12, 1969)
authority to add Los Angeles S -
International Airport to its

existing Lake Tahoe authority.

Loughran, Berol & Hegarty, by Marshall G.
Berol, for Holiday Airlines, imc., '
applicant.

Darling, Hall, Rae & Gute, by Donald K.
Hall, for Western Airlines Inc.,
protestant.

Robert W. Russell, by Xenneth E. Cude,
Department of Public Utilities and
Transportation, City of los Angeles,
interested party.

Janice E. Xerr, Counsel, M. J. DeRBarr,
Sr. an ward C. Cole, for the
Commission staff.

Boliday Airlines, Inc., (Holiday) was granted authority
to transport passengers by air in either direction at a winiﬁum
of one scheduled round-trip flight daily between_Hoilywood/Bﬁrbank
Alxport (BUR) and Tshoe Valley Airport (TVL); (Decision No. 74860
dated October 22, 1968 in Application No. 50516.) By this appli-
cation, Holiday seeks to provide service at Los Angeles Internation-
al Mxport (LAX). Holiday would charge the same fare betwcen
IAX-TVL as it does between BUR-TVL- one way - $24.52; rownd trip -
$49.05; pius z rednced rownd-trip fere of $39;90‘évailab1e‘Mbnday

through Thursday. These rates were recently authorized by Decision
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No. 76814 dated February 17, 1970 in Application No. 51403. Western
Adirlines (Western) protested. Public hearings were held’before

Examiner Robert RBarnett on December 17 and 18, 1969 at South;Léke

Tahoe, and on January 29 and 30, 1970 at Los Angeles.

Eight public witnesses testified in support of :he
application. They included a supervisor from Zl Dorado County,
the airport manager of the Lake Tahoe Afrport, the mayor of the
City of South Lzke Tahoe, the city manager of the City of South
Lake Tshoe, the president of Tahoe College, two travel agents,
and one real estate developer. |

The supervisor testified that the,Board‘of‘Suﬁervisors
passed a resolution supporting the application. He said that
service into LAX would be convenient, economical;_and‘a benefit
to the community. He expects service into LAX to further_ope#'
the Lake Tahoe area to the residents of Los Aﬁgeles. Many‘pe5P1¢
from Los Angeles now own second homes in Lake Tahoe and more are
expected as transportation improves. In the witﬁessfsvopinion
LAX offers superior access to the whole Los Angeles area thgh‘BUR
because there is better ground transportation getting,to,ané from
LAX and because LAX is more centrally located. It‘is’extremély
inconvenient for residents of the South Lake Tahoe area to<fly’
from Sacramento or Reno in oxder to get to LAX. Ia 1969 approxi-
mately 100,000 passengers were processed through TVL; by 1975
this figure is expected to be 400,000 passengers. The witness

said that Holiday's service is very good.
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The airport manager testified that TVL is operated by
the County of El Dorado. Recent improvements have Iengthengd
the runway to 8500 feet with a width of 150 feet; TVL can accomo-
date a2irplanes as large as the Boeing 707 and the DC-8. There is
2 new terminal under construction, inciuding approach roads andf
parking, which will be completed by May 15, 1970. In 1969‘Holiday
handled approximately 75 to 80 percent of the 100,000 passengers
utilizing the alrport. The only other scheduled‘airiine into TVL
is Air West which has only five flights weekly from San Francisco.
Alxr West has authority to fly between LAX and TVL but doesa't
¢xercise the authority. The witness stated thaﬁ numerous passen=-
gers have requested service into LAX and that persons liﬁiﬁg in.'
other parts of El Dorado County, that is, other than the South
Lake Tahoe area, want service to LAX rather than having to drive

to Sacramento ox Remo in order to fly into LAX. The witness

expects the airport to handle approximazely 200,0C0 passengers
in 1970.

The city manager of South Lake Tahoe testified that the
¢ity has a year-round population of approximately 17,000 perséns'
with 2n additional 15,000 owning second homes in the area. South
Lake Tehoe (California side) is a tourist area with an average
daily population of over 46,000 persons going up to a makimum of
85,000 to 100,000 persons daily in the summer months. In 1969
there were approximately 6,000 motel uaits on the‘Califorhia side
of Soutk Lake Tahoe and about 1,000 motel:units on the Nevada

ice. At present 90 percent of the tourists to South Lake Tahoe
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axe from the Bay arca aad Sacramento. In the witness's opinion

Los Angeles is an untapped market for second home owners 2nd
tourists, and this market can best be exploilited with airliné
service into IAX. The other public witnesses testified to much
of the same information as described in the testimony of the
witnesses set forth above.

The president of Holiday Airlines testified that the
addition of a station at LAX will not only provide the benefits
referred to by the public witnesses but would aléo‘increaSc
Holiday's business by about 25,000 passengers a year. At its
inception Holiday expects to include the LAX statiqn on its
BUR-IVL route and carry passengers BUR-LAX-TVL. (Holiday also
sexves San Jose (SJC) - Oakland (0AX) - TVL.) The LAX-TVL portion
of the flight would be nonstop. Only one flight a day is‘cbntemr'
plated from LAX but this will be increased as the traffic warrants.
The LAX stop will add spproximately one-half hour to the travel
time between BUR~TVL. The witness testified that Hbliday 5
business is seasonal. Not only that, the businmess is concentrated
on weekends. Therefore, In the witness's opinion, It wodid’be
economicaily feasible during the off-season, and perhaps duriang.
mid-week, to combine the BUR-LAX-TVL route with the $JC~0AK-TVL
route so that one plane can make the trip via BUR-LAXFSJCJQAK-$VL-‘
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Tae treasurer of Holiday presented evidence based upon
a projected increase in passengers of approximately 25,000 at
LAX that Holiday's operating revenues in 1970 would increase by
about $584,000 and operating expenses would increase by about
$434,000 showing a profit before taxes of $150,000.

Western Airlines presented its manager of route pro-
ceedings and two persons who testified regarding the destination
of certain of Holiday's passengers. In addition, Western exten-
sively cross-examined Holiday;s operating witnesses.

The manager of route proceedings testified primarily to
the inaccuracy of the passenger and economic forecasts p:esented
by Holiday in this proceeding. He based his claim of inaccﬁracy
oa asserted inconsistencies found in Holiday's exhibits, and on a
comparison of Holiday's exhibits as presented in this proceeding |
with exhibits Holiday £iled with the Civil Acronautics Board (CaB)
in Docket No. 21381 (In the Matter of the Applicatiéniof'ﬂoliday’
Airiines Inc., for Exemption Authority). Based upon-hié analjéis,

and considering the proposed increased fares of Holiday (subée-

quently authorized by Decision No. 75814), the witness concluded

that Holiday's total operating revenues for 1970 wexe ovérétateau
in the awmount of $374,477. When this overstatement-isfsubtrécted
from Fellday's projected operating profit for 1970 of $229,335
there is 2 loss to Holiday for 1970 estimated of $145,142. The
conclusion that he draws from this is that Holiday cannot economif

cally provide the proposed service.
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1/ \
The generzl mansgex of Alr Nevada™ stated thot his

office is located at the Burbank Airport near the ticket countes
of Holiday. He said that on numerous occasions he observed
representatives of Park Avenue Tours (a travel agency) at‘the
Burbank Airport handing coupon books to passengers on‘Holiday's
flights to the Lake Tahoe Alrport. These representatives handed
the coupon books to the passengers at the Holiday ticket counter
or at the gate. The coupons in these books ﬁay‘be'exchanged:for
entertainment, drinks, and chips at the Sahara Tahoe casino,‘which
is located in Nevada, upon presentation of the Holiday round—trip
ticket to Lake Tahoe Afrport. This procedure is followed on a
regular basis, and coupon books are handed to passengers on almqst'
every Holiday flight to the Lake Téhoe‘Airport. Holiday personnel
are present when the coupon books are handed to the passengefs

and representatives of Park Averue Tours and ﬁoliday have been
seen talking to ecach other at the Holiday ticket counter ;nd gate.
The witness personally took one of these tours to the-Nevada‘side
of South Lake Tahoe utilizing air transportation pfovided.by‘
Holiday.

A representative of Park Avenue Tours testified tha; she
tandled the package tours to the casinos on the Nevada side of
Sout Lake Tahoe. She sold these tours sepaxately from thefair‘
transportation and while she collected money for the tours she
did not collect any monies for the air transportation. She.did
mzke airline reservations on Holiday for many of tke people wko
bought her tours. These customers would have to go elsewheré to

obtain their airline tickets.

1/ Air Nevada has C.A.B. excmption authority to operate from Los
Angeles and San Francisco areas to Truckee, California, and

Hawthorne, Nevada. It does not hold any operating authority
from this Commission. ‘ -

-G
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In addition to this testimony Western presented a number
of brochures and advertisements published by the Nevada casinos
which stated that persons could fly to the South Shore via. Holiday
Alrlines and if they did so they would be entitled to various |
boauses at the casinos.

Discussion | o

The first argument Western makes against granting Holiday
authority to serve LAX is that doliday has failed to show that
it can economically provide the pProposed service. In support of _
this argument Western has introduced testimony and exhibits showing
that Holiday's overall operations will be unprofitable inm 1970.
However, in this Proceeding we are not so much concerned with
Holiday's overall operations as we are with the effect of adding LAX
to Holiday's route. Holiday asserts that adding LAX will increase
its pessengers in 1970 by 25,410 with an Increase inﬂpassenger
revenue of $584,430. Western claiﬁs that Hoiiday’s forecast is
overstated as to passengers by 1,145 and overstated as to revenue by
cbout $45,000. Nevertheless, this shows an increase in passenger
revenue of approximately $540,000 when LAX is added Boliday's fore-
cast for additional expenses In adding LAX amounts to approximately
$434,000. Western presented no figures to show that the expense
estimate was wrong although it did assert that Holiday‘wonld require
more flights into LAX to handle the passengers at LAX than was pro-_
vided for in its estimate of operating expenses. Whea we consider

< the evidence of the economic affect of adding IAX to HOlidaj 5

routes we conclude that even though Holiday is presently opﬂ:atzng,‘ :
L
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at a loss and even though Holiday may operaﬁe at a loss ia 1970
the addition of LAX should reduce Holiday's losses by aﬁ least
$100,000. Ihié reduction of loss will strangthen Holiday's
overall ecomomic posture and thereby benefit Califormis travelers.
We have no doubt that public convenience and necessity
require Holiday to serve LAX-LIV. Los Angeles Inﬁernational
Adrport is the hub of all air traffic going into and but of
southexn California. As compared to tHeVBurbank Alxport LAX is
far more accessible by public transportation, such as airport
buses and city buses, as well as feeder airlines from the outlying
aixports in the southern California area. And, of course, LaX

is the airport where travelers make theixr connecting flights-toi

all points. Lake Tahoe is a rapidly expanding resort area which

has been wnable to adequately tap the Los Angeles maricet duve, in
part, to iradequate public transportation. Providing service to

& centrally located airport will benefit not only those travelers
originating in Los Angeles and going to Lake Tahoe either on
business or vacation, but alse those travelers origirating in

Lake Tahoe and going to Los Angeles for eithec business or vﬁcation;
The need and comvenience for public ground transportation to get

to and from airports in the Los Angeles arez was a continuing

theme of the public witnesses. 14X bas such transportation,

Burbank does not.
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The second argument Western jakes agaiﬁst granting‘ ,
Holiday authority to go into LAX is that Holiday is illegally
engaging in Interstate air transportation and promotion. Western
asserts "that a significant number of Holiday's passengers in
the past have been and are now destined for Névada and therefore
have moved and are moving in interstate commerce. Holiday therefore
has been and Ls illegally engaging in air tramsportation covered
by the Federal Aviation Act, not being the holder of a certificate
of public convenience and necessity issued'by the CAB." The
evidence that Western claims supports this contentioﬁ,includés
the fact that Trénsportation Consultants Internmatiomal (TCI)
provides all of Holiday's sales, marketing, and reservation ser-
vices in return for a minimum fee of SlZ;OOO!per month plus.a
commission of 5 percent on all air transportation revenues (passenger
and cargo) in excess of $200,000 per month,. and at the same tﬁmé'a

division of ICI, the George R. Smith Company, represents, on a retain~

er basis, the hotel Sshara~Tahoe, in Stateline, Névaday\on*the south

shore of Lake Tahoe; the fact that certain resorts in Stateline,
Nevada disseminate printed material and advertising which include
the statement that "Holiday Airlines offers dafly Super Slectra-
Jet service from Hollywood-Burbank.Airport to Lake Tdhoe‘Airport -
just 7 miles from the Swinging Side of Lake Tahoe; " and‘the‘fact
that casino coupon books are distributed to some of Holiday's
passengers at Holidays ticke; counter and gate at'the Burbank
Alxport. |
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In owx opinion such evidence shows no more than that
Somé pexrsons who travel on Holiday eventually travel out of state.
If that were all that need be shown to prevect this Commission
from asserting jurisdiction over a transportation company it would
be the rare transportation company that we would be able to regu-
late. In this day of large scale interstate and foreign travel
it would be exceptionzl indeed 1If intrastate carriers did hot at
some time carxy persons on a segment of an interstate oy foreign
journey. Neither the law, Commission cases, nor CAB cases, require
the result sought by Western, The Passenger Alr Carriers Act
(Public Utilities Code Sections 2739-2769.5) gives the Commission
authority to regulate all persons or corporations operatiag o
2ircraft as a common carrie: of passengers for compemsation
between points within this state. (Section 2741.) There is no
dispute that Holidzy is a common car—ier of passengers for
compensation and that Los Angeles and the City of South Lake
Tahoe are points within this state.

Even when air transportation adaittedly involves
interstate commexrce, this does not, of itsels, preclude this
Commission's exercise of jurisdictioa. (Re San Diego-Catalina Air

Sexviea (1987) 67 CPUC 104.) On May 14, 1962, In 2 case before

the CAB when Western raised the same contentilons as here (Docket -

No. 20774, Apolication of Holiday Airlinas Ime. for an exemption

Rexsuant to Section 416 of the Federal Aviation Act of 1958, as.

amended), the CAB stated, in part, "Westerm's contention that by

granting an exemption <o Holiday the Board would be‘facilitating |
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zn illegal interstate operation i{s without merit." In analogous
sitvations where passengers were transported by bus from~points‘
{in California to the Califoznia side of the beié#n berder and
where the passengars then got off the bus and walked‘acrqss‘fﬁe
border, this Commission has asserted jurisdiétion and-grantéd
certificates of public convexnlence and necessity. (Re Dominic
A. Maanino Decision No. 58412 dated May 12, 1959 in Applica;ion
No. 40853; Re Tanner Motor Tours, Ltd. Decision No. 61751 dated

Maxch 28, 1961 in‘Application No. 42447.) And fhé'Interstate
Commeree Commission has held that it had no jurisdiction over a
bus company which discharges passengers in California who;thére-
vpon walk across the state lire. (Mbore\Service,'Inc.'Exﬁension,

MC-29679, Sub 3, decided April 19, 1952.) Nome of the usual

indicia of a single-state carrier beiag In interstate commerce,

such as, comon arrangements with interstate carriers, through

tickets, joint fares, or interchange of passengers, is present

in this case. ,

As 2 final point, Western asserts that becausé'the
Nevada casinos grant discounts and concessions to persons flying
into the Lake Tahoe area this, in some way, constitutes an illegal
rebate by Holiday of part of the airline fare. There is no
evidence to support this assertion. Holiday collects its fares
from its passengers and pays ro more than normal commiséiohs to

travel agents. Any bonuses casinos may give passengers is no

concera of Holidey's.
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Findings of Fact

1. The City of South Lake Tahoe has a year-round population

of approximately 17,000 persons with an additional 15,000 persons.
owning second homes in the area. The California side of South
Lake Tahoe is a tourist area with an average dailyvpopﬁlation of
over 456,000 persons going up to a maximm of 100,000.petson$

daily in the summer months. In 1969 there were apprdximateiy
5,000 motel units on the California side of South Lake Tahoe and
about 1,000 motel units on the Nevada side. At present 90 percent
of the tourists to South Lake Tahoe are from the San‘Pfancisco Bay
area and Sacramento. Los Angeles is an untapped market for second
home owners and tourists, and this market can bestvbe'deﬁeloped
with airline service into lAX.

2. The Tahoe Valley Airport has been improved and can now
accomodate airplanes as large as ‘the Boeing 707 and the DC?S.
There is a new terminal under construction, includingz approach
roads and parking, which should be completed by May 15, 1970.

3. In 1969 Holiday handled approximately 75 to 80 percent -
of the passengers utilizing TVL. It is estimated that apﬁrgxi-
mately 200,000 passengers will be handled at TVL in 1970; 400,000
by 1975. |

4. Numerous persons have requested service into LAX for
both business and persomal reasons. They want serﬁice to LAX from
TVL in order to obviate the drive to Sacramento &r Reno-tofobtain

such service. LAX in comparison to BUR offers superior access to
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the whole Los Angeles arca. ILAX is far more accessible by public

transportation, such as airport buses and city buses, as well as
feeder airlines from outlying airports. LAX is the airportfwheré
travelers make their connecting flights to all points.

5. Adding LAX to Holiday's route will increase its passengers
in 1970 by approximately 25,000 persons and will increase passenger
revenue by over $540,000. Additional expenses iﬁcurred sexrving
LAX will amount to approximately $434,000.

6. Even though Holiday is presently operating at a.loss-and-
may continue to operate at a loss in 1970 the addition of LAX
should reduce Holiday's loss by more than $100,000. This reduction
of loss will strengthen Holiday's overall economic picture and‘_
benefit California travelers.

7. Holiday is a common carrier of passengers for compensa-
tion travéling solely between points in Califb:nia..'Thewairport
in South Lake, Tahoe is on the California side of the lake and
approximately 7 miles from the Nevada border. Holiday has no
common arrangements with interstate carriers, through tickets,
jéint fares, or interchange of passengers. Once a passenger
debarks at TVL Holiday has terminated its control over thé
passenger and has fulfilled its transportation contract. Holiday
does not operate in interstate commerce.

8. Bollday does not make rcbates of any part of the airline

fare to any passenger.
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9. Holiday has extensive business experience in.the field.of
aix operations; has adequate financiﬁg,to perform the proposed
service; has insurance coverage that meets all requirements of
law; has adequate equipument to perform the proposed serviée; will
establish adequate minimum schedules; and will economically gi?g
adequate service between TVL and LAX.

10. Public convenience and‘necessity reéuire the granting
to Roliday of a certificate to operate as a passenger air carrier
betwzen Tahoe Valley Airport and Los Angeles International Aixport.

1l. In the interest of economy during off-peék travel
Holiday should be permitted to combine its BUR—LAX;IVLVroute'WiCh
its SJC-0AK-TIVL route so that one plane can provide service via
BUR-LAX-SJC-0AK-TVL. However, this route, and any dther routing
of Holiday, shall not be changed except by published sc¢hedule and
tariff.

Based upon the foregoing findings of fact the Commissiod:

concludes that the application of Holiday Airlines for a'éertificate
of public-conyenience and necassity to operate as a passenger aixr
carrier between Tahoe Valley Afrport and Los Angeles Intetpational
AZrport should be granted. For convenience we are restating' | |

Boliday's cperating authority.
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Holiday Airlines is hereby placed on notice that opera- |
tive rights, as such, do not comstitute a class of property which
way be capitalized or used as an element of value in rate fixing
for aay amount of money in excess of that originally paid'to‘the‘
State as the consideration for the grant of such rights. Aside
from their purely permissive aspect, such rights extend to the
kolder & full or partial momopoly of a class of business over a
particular route. This monopoly feature may bevmodifiedﬂor
canceled at any time by the State, which is not in any respect

limited as to the number of rights which may be given.

IT IS ORDERED that:

L. A certificate of public convenience and necessity is
granted to Boliday Airlines, authorizing it to operate as a
passenger air carrier as defined in Section 2741 of the Public
Utilities Code, between the points and over the routes particularly

set forth in Appendix A, attached hereto and made 2 part hereof.

2. In providing service pursuant to the certificate herein

graated, applicant shall comply with and observe the following

sexrvice regulations. Fellure to do so may result in a cancellation
of the operating authority granted by this decision.

(8) Within thirty days after the effective date
hereof, applicant shall file a written
acceptance of the certificate herein granted.
By accepting the certificate of public
corvenience and necessity herein granted,
applicant is placed on notice that it will be
required, axong other things, to file annual
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reports of its operations and to comply with
and observe the requirements of the Commission's
General Orders Nos. 120-B and 129.

(b) Within one hundred and twenty days after
the effective date hereof, applicant shall
establish the service herein authorized and
file tariffs and timetables, in triplicate,
in the Commission's office.

The tariff and timetable filiags shall be
made effective not earlier than five days
after the effective date of this oxder on
not less than five days' notice to the
Commission and the public, and the effective
date of the tariff and timetable £filings
shall be concurrent with the establishment
of the service herein authorized.

The tariff filings made pursuant to this

order shall comply with the regulations

governing the construction and £iling of

tariffs set forth in the Commission's

General Order No. 105-A.

3. The certificate of public converience and necessity

granted in parag:apﬁ-l'of this order shall supersede the certifi-
cates of public convenience and necessity granted by Décisionv

No. 748350, which certificates are revoked effective concurrently

with the effective date of the tariff filings‘required‘by“para-

zxrava 2(d) hereof.
The effective date of this order shall be twenty days
fter the date hercof. | | -
| i} . . J742:
Dated at Sax Francisco | Califormia, this o4 -

day of '__APRIL , 1970,
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Appendix A HOLIDAY AIRLINES, INC.: Original Page 1

The authority granted herein to Hoiidéy Airlines, Imc.
supersedes the previously granted certificate of public convenience
and necessity granted in Decision No. 74860.

Holiday Airlines, Inc. by the certificate of public con-
venience and necessity granted in the decision noted in the margin

is authorized to operate as a passenger air carrier between the'
points listed below:

OAK~TVL QAK~SJC

SJC-TVL
BUR-TVL
LAX-TVL

BUR-LGB
BUR~LAX
LAX-LGB

LAX~QAK
LGB~CAK
LGB~SJC
BUR~QAK

LGB~TVL 1LAX-S3C BUR~-SJC
Conditions |

1. ©No passenger shall be carried whose transportation does
not originate or terminate at TVL.

2. Tariffs and changes in tariffs setting forth routes shall
be issued and filed with the Commission at least 30 days
prior to the effective date thereof unless otherwise
specifically authorized by‘the Comuission. Such tariffs
shall comply with the requirements of General Oxder
No. 105-A. |
Schedules and changes in schedules setting forth«routeé
'shall be published on not less than 20 days' notice to
the Commission and to the public unless otherwise

specifically authorized by the Commission.

Issued by California Public Utilities Commission

Decision No. 771SS y Appliéation No. 51159.
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4., The following airports shall be used:

Symbol Location Name |
BUR Burbank Hollywood‘-/Burbank Aitport' o

LAX Los Angeles Los Angeles International |
' Airport’

LGB Long Beach Long Beach thicipal Afzport
OAK Oakland Oalcland International Airport
sJC San Jose San Jose M.m:i’.c:{pal Airport
TVL South Lake Tahoe Tahoe Valley _Airport

Issued by California Public Utilities Commission. :
T7ASS

Decision No. . Appl:tcat:.o_n NQ. 51159.




