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OPINION

This proceeding involves the apblication of Pacific
Southwest Airlines (PSA) to provide passenger ailr carrier service
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to Fresno and/or Stockton from San Francisco and Los Angeles.
Protests were filed by Eughes Air West (Air West) and Goldem Pacific
Airlines (GPA); and United Air Lines (Tnited) participated as an
interested party iu oppositioun to PSA's proposal. In addition, the
communities of Stockton and Fresno actively participated in support
of the application.

Pursuant to the Commission's Rules of Practice and
Procedure, Sectlons 69-72, the Proposed Report of Examiner
William N. Foley was filed on November 5, 1971. Exceptions to the
proposed report were f£iled on November 24, 1971 by Air West, Tnited,
and by the Legal Division of the Commission staff. Joint reply
briefs were filed on December 10, 1971 by the City of Fresmo, County
of Fresuno, Fresno.County and City Chamber of Commerce; by the City
of Stockton, County of San Joaquin and the Greater Stockton Chamber
of Commerce; and by the Tramsportation Division of the Coumission.
PSA filed a reply brief to the exceptions on Januwary 12, 1972, after
recelving an exteusion of time for this purpose. |

The proposed report comncluded that PSA should be granted
authority to operate a minimum of two daily round trip flights
between Fresno-San Francisco and Fresuno-Los Angeles, The examiner
also recommended that PSA be authorized to serve Stockton by
operating the same minimum number of daily flights on the route
San Francisco-Stockton-Fresno-Los Angeles,

In its brief om exceptious United coumplains that the
examiner failed to make a necessary finding that there is a public
need for PSA's proposed service. It maintafns that such a specific
£finding is required by Section 2753 of the Public Utilities Code.
In particular, United claims that the failure to mention the public
support in favor of PSA's application indicates that there is mno
inadequacy of sexvice at Stockton or Fresmo. Secondly, United
argues that the examiner's statements that Fresmo has counsiderable
passenger air carrier service, or "2 good level of service",
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demonstrate that the present service being provided by United and
Alr West is adequate. Since thelr sexvice is adequate, United
contends there is no public need for PSA's operations. Insofar as
Stockton is concermed, United states that the proposed report's
description of Stockton's curremt sexvice as 'barely adequate” £ails
to justify a&arding PSA the requested authority when consideration
is given to Stockton's proximity to San Frauncisco, on the one hand,
and to the availability of commuter airline service provided by GPA,
on the other hand. _ o

The Commission does not agree. Sectiom 2753 commands us
ouly to cousider various factors relating to aun application to
commence passenger alr carrier service; ome of these factors is the
public need for the proposed operatioms. A review of the record
demonstrates that such a need does exist in this case.

Although the examiner did not describe in detail the public
support for PSA, there 1s considerable evidence in the record which
dewonstrates that the proposal has substantizl public support at both
points. Nine witnesses appeared at the first day of the hearing arnd
testified in support of PSA's proposed service. These included both
local govermment officials and representatives of the local chambers
of commerce of both commumnities. (Exh. No. 3.) There was testimony
by one wituness which related that billboard space was provided in
Stockton by a local firm at its own expenmse urging the public to
support PSA's application. (Tr. 11-2; Exhs. Nos. & and 6.)

Likewise, we do not agree with United's contention that
there Is no basis in the proposed report for a finding that PSA's
service is needed werely because United’s level of service at Fresmo
is described as "good". The proposed report relates that the
fncumbent carriers’ service has been deteriorating. United and
Alr West have recently reduced service at both points, while at the
same time the fares to San Framcisco and Los Angeles have been
increased. 1In its reply brief to exceptioms, Fresmo relates that
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more f£lights were eliminated im late 1971. This brief states that

as of October 31, 1971 United and Air West are operating a total of
only five daily round trip flights between Fresmo and Los Angeles;’
and ounly four and a half such flights between Fresno aud San Francisco,
consisting of four daily £lights northbound and five southbound.
Moreover, the last northbound flight to San Francisco scheduled by
either carrier is at 5:05 p.m.

In particular, Air West has reduced its service to the
bare minimum., According to its most recent published schedule, it
Ls providing two daily round trips between Fresuo-San Fraumcisco, but
ouly one daily southbound flight between Fresno-Los Angeles, aud no
northbound £flights. (See Air West Flight Schedule dated March 13,
1972.)l Aud this same schedule does not list any service by Alr
West- between Stockton and San Francisco or Los Augeles. This leaves
Stockton with only United's ome daily round trip to each major city,

bearing in mind that its service to Los Angeles makes three inter-
wediate stops.

Therefore, there is a public need for PSA's service a
Stocktou because it will provide vastly {mproved schedules over the .
poor service now provided. PSA will offer ome-stop flights to
Los Angeles aud new nonstop service to Fresno, and two daily round
trips to San Frauncisce. It will also give Stockton some f{mprovement
{n aircraft equipment over Air West's past service, since PSA will
operate with Boeing 737 jet aircraft and Air West operated with
Fairchild F-27 prop-jet aircraft. All of these consideratious
dewoustrate that there is a public need for PSA's proposed operatious
ixrrespective of the fact that PSA offers lower fares.

The Commission concludes that the combination of PSA's
service with United's £flights and Air West'’s very small amount of

1/ Official notice is taken of Air West's schedule dated

March 13, 1972, aud United's schedule effective February 1, 1972
through April 30, 1972.

lm




A. 52291 ek

sexvice will provide superior service between Fresno and Los Aungeles
oxr Saun Fraucisco. When the recoxd indicates that the necesssary
traffic potential may be present, and after comsidering the demoun~
strated traffic gemerating capability of PSA, the public is entitled
to such superior service. Moreover, the public need is served because
undoubtedly some of PSA's flights will be scheduled at some times of
the day when there are no flights under the present schedules, 1In
other words, in our judgment PSA's proposal meets the public con-
venience and necessity. Finally, PSA's operatioms at Fresuo provide
the possibility of increased service at Stockton, which is receiving
alwost no service at the preseant time.

Both United and Air West challenge the conclusion in the
proposed report that PSA can economically provide service at Fresno.
Both carriers remew their arguments that PSA will sustain losses if
it 1{s certificated.

) Air West disputes the examiner's adoption of a 50 percent
stimulation factor after PSA's euntry into the Fresuo market. It
argues that this level of stimulation for lower fares is unreasomnable,
citing the conclusions and the elasticity of demand criteria. found by
the Civil Aeromautics Board (CAB) in its receut iunvestigation of
domestic airline fares. Air West glso advances various criticisws of
the use of the Sacramento-Los Angeles market for comparison purposes.
The Commission accepts the examiner's conclusion in this regaxrd. The
adoption of a particular stimulation factor for the entry of 2 new
carrier into a warket Is largely a matter of judgment. As c¢an be
expected in these proceedings, applicents predict vltimste, if not
iastant, success and protestants forecast dire results, Iu the
proposed report, the examiner rejected PSA's extremely optimistic
traffic study, and substantially reduced the stimulation factor from
that which actually occurred in the Secramento~Los Angeles market.
The conclusions of the proposed report are within the zone of reason-
ableness, given the differences in the various traffic forecasts
presented {n the proceeding.
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In addition, Air West urges that the Comeission comnsider
CAS origin and destination (0&D) traffic data for the year 1970,
which became available since the issuance of the propes ed report.
Relying on this data, Alx West states that the growth rates it
applied In the forecast figure for 1270 total traffic were too
optimistic. By its calculation, the 1972 forecast is overstated
by 6.6 percent, with the result that PSA's estimated 1972 moathly
traffic would be reduced by 2,052 passemgers. "This would ia ture
result in 2 reduction of a little over $26,000 per wmonth in gross
revenues. f

This new traffic data was not available during the hearings
1n this proceeding, and cousequently not subjected to cross-examin-
atiov or rebuttal. We counclude, therefore, that it is mnot emtitled |
to any weight, partly becesuse there may be other post-hearing o
data now available which would minimize its importance. More
important, the post-hearing schedules of service a2t Fresumo shew .
that Air West has further reduced its flights to San Framcisco and
Los Angeles. These cutbacks have been made after both Alr West and
United msde substautial reductioms im service to the saze points im
October, 1970. (Exh. No. 13, p. 5.) Reductions In service undoubt-
edly result in the loss of traffic. The coumbination of Air West's
20 perceunt fare imcrease in early 1971 with further service reduc~
tions in November, 1971 indicates that its 1971 treffic et Fresno
has probably suffered a further declime. (See Decisiom No. 79459,
dated Decembex 21, 1971, in Application No. 52754 (App. by Air West
to iucrease £ares).) PSA's systewmwide traffic, on the otker hand,
kas increased from 5,162,000 passengers in 1970 to 5,623,000 in 1971.

At most Air West's mew traffic data only show that PSA's
operations may be warginal for two or three years, aud that coxmence=-
meat of coumuter service in the Cemtral Valley must be comsidered as
experimental. This situation is recognized by the proposed repoxt.
We expect that if PSA's service proves unecomomical it will take
corrective action under Section 2769.5 of the Public Ueilities Code.
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Alr West disputes the estimate that PSA will carxry 45 pex-
cent of the traffic between Fresno and Los Angeles/San Francisco.
Based upon the schedules in effect at the tiwme of the hearing, it
estimates PSA’'s share to be sbout 34 percent of the total traffic.
Under the present schedules PSA's proposed four flights between
Fresno and Los Angeles would coustitute 44 percent of the availeble
scheduled flights, and its four proposed flights between Fresnmo aud
San Fraucisco would equal 40 percent of the availsble scheduled
flights in that market;g/ With this degree of sexrvice being supplied
by PSA, combined with its eumphasis on the intrastate wmarket, the
conclusion in the proposed report on this question is reasounable.

' Alr West disagrees with the assignment of traffic between
the Sau Fraucisco-Fresno-Los Angeles route (Fresno route) and the
San Frauclsco~Stockton-Fresno-Los Aungeles route (Stocktom route).
(Alr West Brief om Exceptiouns, pp. 3-5.) It objects to the assignment
of 75 percent of the forecast traffic at Fresno to the Fresmo route
and 25 percent to the Stockton route. It prefers to divide the
Fresuno-San Francisco and Los Angeles traffic almost equally, and then
assign 75 percent of the Sam Francisco traffic to the two nonstop
flights between those poiuts, and the remzining 25 percent to the
two ome-stop flights via Stockton. It divides the Fresuo-Los Angeles
and the Fresuo-San Diego traffic equally between the two routes.
Finelly, it distributes 75 percent of the Fresmo-Sacramento traffic
to the Fresmo route, and 25 percent to the Stockton route.

The result of this different assignment of the total traffic
is that the wmouthly traffic on the Fresno route is decreased from
12,144 passengers per wonth, as set forth in the proposed report, to
2,762. This in turn results in a reduction of the projected mouthly

profit before interest amnd income taxes om this route from $31,495
to $1,255.

2/ Siuce two of these four flights are via Stockton PSA's four
flights are weighted as three nonstop flights.
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Admittedly PSA's assignment of the Fresno traffic, which
is utilized in the proposed report, is somewhat arbitrary. But so
s Air West's. For iustance, we doubt that 25 percent of PSA's
projected Fresuno-Sacramento passengers will travel via the two-stop
Stockton route. Of course, it is unot possible to foresee how the
traffic will be distributed awmong PSA's flights. More siguificant,
however, is the fzct that slthough under Air West's wmethod the pro-
jected Fresmo-route traffic Iis decreased, the projected Stockton-
route traffic Is increased from 9,409 passengers per month to 11,812
such passengers. This degree of increase ou this route would comvert
operations from a $2,829§ loss per wonth to a $17,332 operating
profit per month. Therefore, the conclusion that PSA's service to
both points will produce an overall profit is not affected.

The Commission is not persuaded that Air West's method of
assignment is substantially wore accurate than that utilized in the
proposed report. As we have stated above, we recognize that all
traffic forecasts, stimulation factors, and passenger assignment
methods are at best 'educated guesses"” and subject to criticism.

The proposed report emphasizes that PSA's service fu these two markets
is unlikely to be au instant success, such as occurred when it com=
menced operatiouns at Sacramento or Sam Jose, or when Air Califormiz
initieted service at Orange County Alrport. We accept the view
expressed in the proposed report that the Stockton-Fresmo service
should be comsidered as experimentel, eand we agree that its con-
clusion regarding PSA's operating results is reasonable.

3/ TUnited correctly points out that through a tramsposition of
nunbers, PSA's estimated monthly loss at Stockton should be
$2,829, and not $2,289., (United Brief on Exceptlons, p. 15.)
This reduces PSA's estimated sunual operating profit at both
valley points from $110,472 to $103,992, after applying
United's block time adjustments to PSA. If PSA is correct on

block times, its arnual operating profit is estimated to be
almost $124,000,
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Like Afr West, United comtends that PSA caunnot opefate‘
profitably at Fresmo. Taited objects to the acceptaunce of PSA's
systean average operating costs it evaluating the profitability of
the proposal. It argues that the costs per umnit for the proposed
sexrvice will be higher than systeuwide average costs because 2
smaller number of units (traffic volume) is involved at Fresuno aad
Stockton tham on PSA's eantixe system.

The Coumission rejects this position. PSA did increase
its cost estimates for known or expected 1972 increases in operating
costs. Adjustments suggested by United for longer block times in
conducting the service were also counsidered, although the benefit of
the doubt was given to PSA in this regard. It may prove correct that
cextain operating expeunses for the Fresmo and Stockton flights wiil
be greater than average system expenses. However, PSA mey carry
woxe traffic than estimated in the proposed report, or it may receive
a fare increase., We canvot couclude with any certainty whet the
precise result will be umtil the sexrvice is actuzlly provided for
some time, Although PSA's expectations way be optimistic, there is
nothing in the record which supports the comclusion that its wanage-
went is improvident regarding the proposcd service, i.e., that it is
deliberately seeking to enter 2 market im which it lmows, or should
kacw, it will lose mouney. The ccuclusion in the proposed report thet
the overall service will prove profiteble is in the zome of reason-
adbleness, when cousideration is givem to PSA's fimancial position,
Lts actual performance record, and the significant reduction in its
treffic forecast made by the exzminer.

After institution of Stocktou-Fresuo service unéer the
conclusions of the proposed report, United estimotes that PSA's
orverating ratio will be 96.85 pexcent. Ia view of the faet tnat PSA
has filed an applicatior for a2 systemwide fare increase (Applicaticn
No. 52970, filed November 3, 1971) in which it apparently seeks an
operating watio of 85 percent, United asserts that the proposed
service will provide little or no net profic,
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The initial level of profitability is not so swall that
deniel of the applicaticn is required, givean PSA's overall fivancial
streugth. Turtherwore, profitsbility on PSA's various routes
undoubtedly varies greatly.

United's position overlooks the fact that even if PSA's
fares for the proposed service are fncreased by no wore than $1, the
level of profitability will presumably be significantly improved,
and PSA's fare structure will still provide the public with a sig-
uificent reduction from the present fare levels.

Both Air West and United repeat their arguments regardirg
the adverse effect PSA's entry into Stockton and Fresno will bhave ou
2ll their operatioms in the Central Valley. They predict rot only
increased losses for themselves as the result of diverted traffic,
and the possibility of the discontinuance of service at other Valley
points, ‘but also fare increases by PSA as the result of poor operating
results with its new service. Irn addition, United vigorously contends
that certification of PSA coustitutes authorizstion of a program of
economic attrition for itself and Air West, and that the Commission
‘should reject an "empirical approach to regulatiocan'' which perumits
unrestricted eutry into their markets and ignores any cousideration
for the effect on their operatioms.

Alr West advances the same arguments, urging that the
examinex failed to resolve the problem of possible loss of service
to small cities in Califormia which PSA will not sexve. It remews
its contention that its service to many swmall communities which
enplane very few passengers may be jeopardized, amd that this service
is valugble to the public interest. It warus that the Cozmission
nust face the question whether it is going to permit intrastate
carriers to skim the cream off of Air West's better routes. To permit
them To do so will not result in the achievement of an orderly, effi-
cicnt, econoulcal sud healthy intrastate air network. Rather, cer-
tification of PSA will ouly sdd a superfluous e&nd uneconomlc service
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which will result in minimel advantages for the public, and at the
cane time csuse severe ccomomic losses to the fancumbeat carriexs.
These dire assertioms are not counvinecing. They arc typical
arguments advanced by incumbent operators agaiast the admission of a
competitior. The Commission must, in each route proceeding, balaunce
the interests of the public against the private interests of the
incumbent carriers aund the applicant. We recognize the possibility
that service to somze of the smaller cowamunities may be endangered if
PSA is certificated, as well as the adverse lmpact competition will
heve on the Iuncumbent carriers. On the other hand, howevex, the

Coumission agrees with the examiner that the following factors out-
weigh those advanced by the incumbent carriers:

1. Sexvice at Fresno and Stockton has detericrated
by reductions in frequency aund by increases in
fares. Imndeed, Air West has virtually reduced
its service at Fresmo to the irreduvcible minimum,
1t did not oppose PSA's proposzl to sexve
Stockton, aad it has virtually sbandoned that
point. Trited's service at Fresmo is good, but
ouly the barest minimum at Stockton. GCrantiag
the application will substauntislly Lwprove
sexvice at Stockton, and provide Fresno with
supexior service. In this sense, PSA's willing-
ness to serve Stockton, where operations may
well prove uwprofitable, and which i35 not a
high density route, indicates an acceptance of
public utility respousibilities.

Both incumbent carriers are larger than PSA, with
wany routes c¢utside Califormia., By its own ac-
nission 50 percent of Air West's passeungers
originate outside of Califoruia. For United this
percentage nust be even greater. Fresuo and
Stockton represent a very small part o their
total route systems, the loss of which would not
appear to be disestrous. Both incumbents are:
supported by stroung management teams with adaquate
IZinancial resources, and their economic positions
improved in 1971. ‘
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3. TUnited has commenced vigorous competition againmst
PSA in the main California corridor route between
San Francisco Internmational Airport (SFO) and
Los Angeles Intermational Airport (LAX) by sched-
uling hourly £lights at the same timc as PSA's.
Comsequently, it seems reasomable to permit PSA
to compete with United at Fresno and Stockton.

This 1s the first attempt by an Iintrastate carrier
Lo opexate in a low denmsity market in Califorunis
outside the main corridor between SFO and LAX, and
theilr satellite airports. PSA has the firancial
Strength to undertake such an attempt, and the

results are only conjectural until such an attempt
is made,

The {ntrastate air network has flourished as a result of
the low fare and high frequency flights provided by carriers such
as PSA. These carrlers have introduced frequeat flights at points
vwhich the intexstate carriers were either umable or umwilling to

serve. We wish to eucourage such service as long as it is shown
that the gpplicant is in sound fimancial conditiom a=d its proposal
appears econonically viable.

ALx West vehemently disagrees with the conclusion im the
proposed report that the estimated diversion of revenues Alr West
way suffer as a consequence of PSA's certification would not be
"extremely serious” (PR, p. 33, mote 5). It calculates the total
loss of gross revenues to be almost $900,000 2 year, and states that
this would be "a staggering sum of momey to Afxr West' (Air West Brief
on Exceptiouns, p. 22). It also asserts that there is mo evidence Lo
support the examiner's comclusion that Air West's poor operating
resuits are only temporary. It states that Air West lost ovex
$3,000,000 Curing the first nine months of 1971, and that Air West
uust be protected from such diversion.

Air West's caleulation of reveawe diversiomn is vmadjusted
for its reduction in service at Fresmo. It was estimated in the
proposed report that Alr West would carry 30 percent of the Fresmo
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traffic remaining for itself anmd United. However, as of October 31,
1971, Alr West has reduced its scheduled flights by 50 percent between
Fresno-Los Angeles, and by 75 percent between Fresno-San Framncisco.
This curtailment of service would result in a substantial decrease in
the traffic carried by Alr West. Its share of traffic under the
present service pattern would probably not be greater than 36,000
passengers, This reduces Air West's diversion of gross revenues which
results from meeting PSA's fares from $566,000 to approximately
$295,000. Therefore, the estimated total revenue loss to Air West
would be reduced from about $900,000 to about $600,000 (5295—000 plus
$285,000 and $16,000).

The Coumission does not dispute that such revenue diversion
is serious. However, the fact remains that both Aixr West and United,
as pointed out in the proposed report, are substantial eatities cap-
zble of surviving competitioa with PSA. Air West has reduced
its net loss from $20 million in 1969 to about $10 wiliion in 1970,
and according to & press report it cut this loss in 1971 to $2.9
willion. Its revenuwes imereased from $85.3 willion La 1970 to $96.4
million in 1971. (L.A. Times, February L, 1972.) Obviously, the
nagnitude of reveaue diversion Is serfows and, for a local service
carrier, should not be permitted om all Air West's routes in
Califorunia at the same time. Nevertheless, we arc aot convicced that
such revenue diversion on this oue route, where Air West has virtually
removed itself from the warket with its high fares and schedule
reductions, will cause it irreparable f£imancial harm. As for Uaited,
it can sustain whatever revenue diversiom is favolved, since it is
the largest carrier in the country.

In its brief on exceptions, Aixr West repeats the argument
that certification of PSA creates an undue burdez on Interstate
commerce, aud therefore violates the commerce clause of the U, S,
Constitutioa. The uncdue burden, Air West claims, is the revenue
diversion that it i{s likely to sustain and the resultizng increesed
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need for federal subsidy. In this maunmer, certification of PSA
disrupts the national air tramsportation system, Alr West argues,
because it would iuterfere with the CAB's regulatory plan for local
carriers, This plan is to protect these carriers from competition
and thereby limit their nced for federal subsidy.

Whether tke certification of PSA creates an urndue burden
on luterstate commerce is a question for this agency, and ultimately
the state and federal appellate courts, to deterwine. (CAB Order
71-9-23, Order on Recoansideration, Texas Intermational Airlines, Ime,
and Braniff Airways, Inc. v. Air Southwest Co., dated Septecber 3,
1971 in Dockets Nos., 23047 and 23122.) As the regulatory agency
favolved in this proceeding, we are not conviunced that the burden is
S0 great as to be undue. Intrastate airlimes have been petmitted to
operate extensively in competition with CAB carriexrs. Certificatiom
of such airlines has increased, despite tke opposition of CAB csrriers
(See, e.g., Braniff Airways, Inc. et al. v. The Texas Aeronsutics
Comm. et al., 454 SW 2d 199 (1970), cert. den, 400 U.S. 943 (1971).)

We have authorized competitlion by an intrastate air carriex.
Apparently Air West's position is that the interstate commerce clause
provides it with an umbrella against local competition. Specificelly,
it asserxts that intrastate competition which might expose it to
diversion of revenues in the magnitude it forecasts herein results in
the undee burden. But Air West has mot shown that it will require an
. Increase in federal subsidy equal to whatever sum of wevenwes iz
diverted from it. Moreover, Alxr West can, in our judgment, sustain
without great difficulty whatever revence diversion may result from
PSA's competition. TFor Iimctance, if we assume that the diverted gross
revenue amounts to $700,000, this represents 2 diversion of ouly .7 of
one percent of its 1971 revenves of $96.4 million. And only about 2
perceunt of Air West's total, systemwide departures are involved This
nagnitude of burden is not undue.
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Nor do we see auy serious disruption to the CAB's regulatory
scheme, 1Its policy of protection for local service carriers, such as
Afir West, has not been upset. The CAB has appareuntly viewed Fresuno
as a two-carrier market, since it has authorized both United and Air
West to operate there. Nor has Alr West formally complained to the
CAB that Fresno is a one-carrier market and should be served by ounly
itself or United, But Air West has virtually reduced Fresno to &
one-carrier market by fntroducing significantly higher fares ard by
curtailing flight frequencies. All these actioms have been taken
before PSA has commenced operatiomns there. Therefore, any disruption
or burden placed on interstate passengers by Air West's cutbacks in
service is not attributable to the certification of PSA by this
Coumission. | :

In support of its argument Air West relies on several
cases which involved the atteumpt by states to directly restrict ianter-
state transportation. This reliance is misplaced. Unlike Axrfzona's

action in Southerm Pacific Co. v. Arizoma, 325 U.S. 761 (1945), which
directly affected the length of futerstate trains, or Illinois'
atteupted regulation of truck mudguards in Bibbs v. Navajo Freight
Lines, 359 U.S. 520 (1959), 325 U.S. 761 (1945), we have not attempted

to regulate or xrestrict Alr West's aircraft or service at Fresmo and
Stockton.

Findings of Fact

' Based upon the evidence of record in these proceedings, the
proposed report, the exceptions aud replies thereto, the Commission
adopts the findings of fact set forth in the proposed report. Based
upon the additioral evidence comsidered by official notice, the
arguments set forth in the briefs and exceptions, and the replies
thereto, the Commission makes the additional findings of fact, as
follows: .

1. Nine public witnesses from the commumities of Stockton and

Fresno, including the surrounding areas, testified in support of PSA's
proposed service. TIan addition to the reductions of service at Fresno
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by both United and Air West in October, 1970, the most recent £light
schedules of Aflr West show that it has made further reductions in its
service at Fresno, as related in the opinion above. It has also
discontinued entirely 1its service between Stockton aud San Francisco
or Los Angeles. This leaves Stockton with ome daily round trip flight
to San Francisco provided by United and ome daily three-stop round
trip to Los Angeles,

2. PSA's proposed service at Stockton will provide it with two
daily one-stop round trip £lights to Los Angeles, including new non-

Stop gervice to Fresno, aand two daily round trip flights to

San Francisco. These service improvements will bemefit the public
traveling to and from Stockton. It will also restore to Fresno four
daily departures to both San Francisco and Los Angeles previously
eliminated by United and Air West. These considerations, combined
with those set out in the proposed report, including PSA's proposed
lower fares, demonstrate that its proposal fully meets the public

counvenience and necessity.
Based upon the foregoing findings of fact, including those

set forth in the proposed report, the Commission comcludes that the
application of PSA for a certificate of public couvenience and
necessity to operate as a passenger air carrier between San Framcisco
International Airport, Stockton Metropolitan Alrport, Fresmo Air
Terminal, aund Los Angeles Interuatiomal Airport should be granted as
provided in the order herein. ‘

Pacific Southwest Airlines is hereby placed on notice that
operative rights, as such, do not ¢dnscitute a class of prdperty
which may be capitalized or used as an element of value in rate fixing ‘
for any amount of money ium excess of that origimally paid to the State
as the consideration for the grant of such rights. Aside from their
purely permissive aspect, such rights extend to the holder a full or
partial mounopoly of & class of business over a particular route. This
monopoly feature may be modified or canceled at any time by the State,
which is not in any respect limited as to the number of rights which
way be given.
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IT IS ORDERED that: |

1. A cextificate of public couvenience and mecessity is-
granted to Pacific Southwest Airliunes, authorizing it to operate
as a passenger alr carrier as defined in Section 2741 of the Public
Ctilities Code, between the points and over the routes particularly
set forth Iin Appendix A, First Revised Page 2 and First Revised
Page 5, attached hereto and wade 2 part hexeof.

2. In providing service pursuant to the certificate herein
granted, applicaat shall comply with and observe the following
service regulations. TFailure to do so may result in a cancellation
of the operating authority gravted by this decision.

(a) Within thirty days after the effective date
hereof, applicant shall file a written
acceptance of the certificate hereir granted,

By accepting the certificate of public coun-
venieunce and recessity herein granted,

applicant is placed on notice that it will be
required, amorng other things, to file annual
reports of its operations and to ccmply with
and observe the requizements of the Coumission's
General Orders Nos. 120-3 and 126,

Within one hundred and twenty days after the
effective date hereof, applicant shall estab-
i1ish the service herein authorized and file
tarliffs and timetables, in triplicate, in the
Coumission's office. '

The tariff and timetable £i{lings shall be
wmade effective not earlier than five days
after the effective date of this order on
not less thau five days' notice to the :
Commission and the public, and the effective
datz of the tariff and timetable £ilirngs
shall be concurrent with the establishment
of the service herein anthorized.
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(@) The tariff filings made pursuant to this
order shall comply with the regulations
governing the comstruction and filing of
tariffs set forth in the Commission's
General Order No. 105-A.

The effective date of this order shall be twenty days
after the date hereof. ' .
Dated at San Francises’ , Califoraia, this <S5 ™
day of APRIL

wmlssioners

Cozmissioner J. P. Tukacin, Ir.. belzg
recessarily abnent, did mot participlte
1n the dispositien of this proceeding.




APPENDIX A PACIFIC SOUTHWEST AIRLINES First Revised Page 2
(Dec. 79085) (a corporation) Cancels
Original Page 2

Routes (Continued)

15. Noustop between Hollywood-Burbank Airport and Sacramento
Metropolitan Airport.

16. Noustop between San Diego International Airport and Sacramento
Metropolitan Airport.

17. Between Hollywood-Burbank Airport and Sacramento Metropolitan
Alrport via intermediate point of Oakland Metropolitan Inter-
national Airport.

18. Noustop between Oakland Metropolitan International Airport and
Sacramento Metropolitan Airport.

Between San Diego Internmational Airport and Sacramento
Metropolitan Alrport viz intermediate point of Oakland
Metropolitan Intermational Aixrport,

Between San Diego Intermational Airport and Sacramento

Metropolitan Airpoxrt via intermediate point of Hollywood-Burbank
Alrport.

Between San Diego Intermational Airport and Sacramento
Metropolitan Airport via Intermediate points of Hollywood-
Burbank Aixport and Oakland Metropoiitan Internatiomal Airport.

Between Sar Francisco Irternmational Airport and
Los Aageles Iaternmational Airport via Fresmo Aix
Terminal with rhe right to conduct direct and/or
connecting service to Sam Diego Intermational
Airport from the Los Angeles Intermational Airport,
aud to Sacramento Metropolitan Field from the

Sou Francisco Intermatiomal Airpozxt.

Between Saun Francisco Intermational Aflrport and
Los Aungeles Intermational Airport via Stockton
Metropolitan Alrport and Fresno Air Terminal with
the right to coanduct direct ard/or conmecting
service to San Diego Intermational Airport fron
the Los Angeles International Airport, and to

Sacramento Metropolitan Field from the Sam Francisco
International Alrport.

|
I

Issued by Califormia Public Utilities Ceommission.
fiddded by Decision No. 3985 » Application No. 52291.




APPENDIX A PACIFIC SOUTHEWEST AIRLINES ?irst Revised Page 5
(Dec. 79085) (a corporation) Cancels’
Original Page 5

Route 15

Service between the points authorized on this route shall mot be
counected, combined or operated in combination with any other
authorized points oxr routes.

Passengers shall be transported in either direction in nonstop
service at a wminimum of two scheduled round txips daily.

Route 16

Sexvice between the polnts authorized on this rovute shall not be

counected, combined or operated in combination with any other
authorized points or routes.

Route 17 :
Service between the points authorized on this route shall not be
connected, combined or operated in combination with any othexr
authorized points oxr routes.

Route 18

Sexvice between the points authorized on this route shall not be

connected, combined or operated in cowbinmation with any other
authorized poirnts or routes.

Route 16
Sexvice between the points authorized on this route shall not be
connected, combined or operated in coumbination with any other
authorized points or routes.

Route 20

Service between the points zuthorized om this route shall not be
connected, combined or operated in combination with any othexr
authorized points or routes. ‘

Route 21

Sexvice between the points authorized on this route shall not be
connected, combined or operated in cowmbination with any other
authorized points or routes.

#Routes 22 and 23

A minfoum of two daily rournd trip £lights shall be provided on
Routes 2Z and 23 between San Framcisco and Los Argeles.

issued by Californiz Public Utilities Commission.

i8dded by Decision No. 79985 , Application No, 52291.




