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OPINION

Application No. 50261 filed May 22, 1968 by Pacific
Southwest Alxlines (PSA) sought a certificate to operate between
Long Beach and Sam Francisco, Oakland, and San Jose. On July 8, 1968
Alr California (Air Cal) filed Application No. 50381l by which it
sought similar authority between Long Beach and only San Jose/Oakland.
Pacific Aflr Transport, Inc., a mew passenger alr carrier applicant,
filed Application No. 50438 on'July 29, 19681by which it sought the
sane authority as PSA. Western Airlinmes, Inc. (Westemm) intervened
in opposition to all three applicatioms.

By Decision No., 76110 dated September 3, 1969, after an
extensive consolidated hearing, the Lssuance of a Proposed Report by
the hearing examiner, and the consideration of briefs on exceptions
and oral argument before the Commission, the Commission comcluded
that PSA should be granted a certificate of public convenience and
necessity to operate between Long Beach and San Francisco,-Oleand,
and San Diego, and between Long Beach and Sacramento via San Frauncisco;
and that Alr Cal should be gramted a certificate of public comvenience
and necessity to operate between Long Beach and San Jose. A Pacific
Alxr Transport's application was denied im its entirety. The effective
date of the certificates issued to PSA and Alr Cal was temporaxily
postponed by Decision No. 76110 until on or before July 1, 1970;3/
because the city of Long Beach had changed its position and was
opposed to any new air passenger service at the Long Beach Mumicipal
Alrport Terwminal (LGB). The city of Long Beach indicated that it
would not lease counter and gate'SPace to any néwvair cazrrier.

1/ Adx Cal also received authority to provide mon-stop service
between San Diego and San Jose, and between San Diego and Oakland.

By Decision No. 77447 dated Jume 30, 1970 this date was extended
to January 1, 1971 at the request of PSA and Aixr Cal.
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Decision No. 76110 provided that this proceeding would
remain open for the receipt of additional evidence in order that PSA
and Alr Cal could proceed to negotiate with the city of Long Beach
for adequate terminal facilities. The decision further provided
that upon recelpt of notice that terminal leases had been granted,
or denied, the Commission would give further consideration to the
matter and would issue an appropriate final order.

On October 27, 1970 the Commission issued Decision No. 77874
after notification from the parties that leases, which included
restrictions on the daily number of operatioms that each caxﬁier .
would be permitted to conduct in its use of the airport terminal}gl
bad teen offered to both Alr Cal and PSA. Decisfion No. 77874 granted
operating authority to PSA and Adx Cal as described above.,

PSA commenced sexrvice between Long Beach and San Francisco
and between Long Beach and San Diego on December 23, 1970, - It did
not, and has not, commenced service to Oakland. Omn May 5, 1971 it
filed a petition for an extension of time in which to commence such
operations. o

Alr Cal did not commence service between Long Beach and
San Jose apparently because the city of Long Beach withdrew its offer
of a lease for terminal facilities after Air Cal first refused to
execute the lease without an upward revision in the number of daily -
authorized‘flight operations. Subsequently, Alr Cal reversed its

position and accepted the lease as originally offexed, but then the
city refused to act on Air Cal's acceptance.

3/ The leases defined an operation to imclude ome landing and ome

~-3=
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Commencing in December 1970 the parties filed a sexles of
pleadings with the Commission. Air Cal requested that the Comuission
reopen the proceeding, revoke or cancel the authority ‘of PSA to sexve
Oakland, and grant Alr Cal this authority so that it could combine
sexvice to San Jose and Oskland, with the former sexrving as eithex
a terminal or intermediate point. This relief was sought by means
of an ex parte oxder. PSA also requested that the Comnission reopen
the proceeding and grant it a certificate to sexrve San Jose from
Long Beach on the ground that Afix Cal could not institute such service
because it lacked a terminal lease from the city of Loug Beach. PSA
further asserted that Air Cal had abandomed any operating rights it
held to serve San Jose by its failure to request an extemsion of time
in which to commence that service. PSA requested that this relief be
granted by means of an ex parte ordex. The Commission staff opposed
any ex parte relief and urged that a further hearing be held.

By Decision No. 78848 dated Jume 22, 1971 the Commission
reopened the proceeding to determine whether the authority to operate
between Long Beach and San Jose/Oakland should be comsolidated with
only one of the two carriers. In addition, the Commission directed
that PSA not commence service between Long Beach and Oskland, and it
also oxdered Air Cal not to commence service between Long Beach and.
San Jose. After a prehearing conferemce was held, public hearing was
held in the reopened proceedings before Examiner Foley on January 24,
25, 26, 27, and 28, and on Maxch 1, 1972. Opening briefs wexre to be
filed on May 15, 1972, but by agreement of the parties, they were not
submitted wmrtil May 22, 1972. ’

In July 1972 before the date for filing concurrent closing
briefs, Afr Cal and PSA signed an agreement under which the lattex
caxrier would acquire the former by means of a stock purchase from
Alxr Cal's parent, Westgate-California Coxporation. The two carriers
filed an application for approval of the acquisition by the Commission,
Application No. 53442 dated July 1972, and also requested that prioxity

-
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be given to hearing the matter because of its complexity and its
obvious effect on pending matters between the two. Shortly thereafter
the two carriers requested that the closing briefs in the reopened:
Long Beach proceeding be postponed pending the resolution of
Application No. 53442, This joint request was granted.

After a public hearing the Commission determined that the
acquisition was in the public interest and did not violate Secticn
2758 of the Public Utilities Code, and it approved the transaction.
(Decision No. 81080 dated February 23, 1973.) Subsequently, this
merger agreement was terminated by the paxties in July 1973 after
the commencement of proceedings in federal court by the Antitrust
Division of the U. S. Department of Justice to detexrmine if it
violated the federal amtitrust laws.

Upon termination of the acquisition agreement, closing -
briefs in this matter were filed. Afx Cal £iled twovseparaté
petitions to reopen the proceeding oo the grounds of changed
circumstances. These petitiomns were denied by Decision No. 81749,
dated August 14, 1973 and Decision No. 81959 dated October 2, 1973.

At the close of the reoy)ened hearing on March 1, 1972
Alxr Cal filed a petition for a Proposed Report in accordance with
Rule 78 of the Commission's Rules of Practice and Procedure. FPSA
filed a response in opposition. The Commission concludes that a
Proposed Report is not in the public interest in this particular
proceeding because it will result in additiomal delay in the issuance
of a final decision, after the delay which has already occurred as
‘the consequence of the abortive acquisition agreement.

THE APPLICANTS

PSA is a wholly owned subsidiaxy of PSA Inc., a Delaware
corporation, incorporated onm March 8, 1972, (See Decision No. 80684
dated October 31, 1972 in Application No. 53633.) It is the major
intrastate passenger air carrier in California. It serves Sam Diego,
Los Angeles, Ontario, Hollywood-Burbamk, Long Beach, San Jose,
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San Franclsco, Oakland, Fresno, Stockton, and Sacramento. It
comnenced operations in 1949, during which it carried 15,000
passengers. Its grecatest growth dates from 1959 when it introduced
Lockheed Electra aircraft on its Los Angeles-San Francisco route at
a reduced fare of $12.99. At that time over the same xoute, Westerm
and United Airlines (UAL) were chaxging from $18.10 to $30.31
depending upon service and type of aircraft. By mid-1962 PSA was
caxrying over 50 percent of the passengers in this market. _At this
point Western and UAL began to compete-~reducing fares and offering
sexvice cowparable to PSA's. 1In 1965 PSA instituted operatioms with
pure jet aircraft. It has expanded service to various satellite
alrports after Air Cal commenced operations to Orange County.

According to PSA's 1972 annual shareholders' report on file
with the Commission, PSA owns 14 Boeing 727-200 aircraft, one Boeing
727-100 afreraft, and 9 Boeing 737-200 aireraft.*/ It also leases
one of each of the above three aircraft types. The Boeing 737-200
is leased from Aix Cal. This lease is scheduled to terminate in
Apxil 1974.

PSA has ordered three new Boeing 727-200 aircraft, two of
which were scheduled for delivery in the spriag of 1973. It has also
contracted with the Lockheed Afrcraft Corporation for the puxchase of
up to five lockbeed 1-1011 wide-bodied txijet aircraft. 7Two of. these
are scheduled for delivery in 1974, one in 1975, and two in 1976.

4/ Official motice is taken of the 1972 annual shareholders' reports
of PSA and Afr Cal, which are filed with the Commissiom.
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PSA's consolidated total assets have growvm from $14.8
willion in 1962 to over $207 cillion at the 2nd of 1972. The growth
in systemwide passengers and operating revenucs is shown by the
following figuves:

Cpexrat? 14 Raevenus
Yenx Passqggers [@0)]

1950 621,: $ 3, 130

1965 1, 86~.~00‘ 24,015

1966 2,713,500 33,139

1967 3, 346 ,000 i 48‘825

1968 3,998,000 51,139

1969 & 488 000 59, ;840

1970 5,162,000 72,950

1971, 5 623,000 81, 2981

1972 043 +2da 87,955
Accoxding to its 1972 shareholders' report PSA's comsolidated net
Income increased from $5.43 million in 1971 to $6.94 million during
1972, As of December 31, 1972 PSA's stockholders' equity was $83.5
willion; its long-term debt was $76.9 million; it had cash, including
certificates of deposit, of $3o 75 million, and working capital of
$28.95 million.

In addition to passenger air carrier operations, PSA also
conducts aircxaft leasing, aircraft maintemance, and pilot training
operations. Since 1969, it has expanded into mon-airline activities,
including the hotel business and the broadcasting £ield.

Adx Cal was incorporated in 1966, and it commenced
operations between Orange County Afrport at Santa Ana and San Francisco
International Alxport. (SFO) in 1967 with two Lockheed Elect:d aircraft.,
It presently sexves the following cities: San Francisco, Oakland,
San Jose, Ontario, San Diego, Palm Sprimgs, Sacramento, and Santa Ana.
It bas authority to sexve,but is nor now sexving, Long Beach.
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Alr Cal has an operating fleet of eight Boeing 737 jet
aircraft, all of which are leased. It has ome of these aircraft
subleased to PSA. This sublease is scheduled to terminate in
April 1974. Afr Cal also leases ome Lockheed Electra aircraft which
it utilizes in charter operatioms.

Accoxding to its 1972 shareholdexrs' report, Air Cal had
total assets of $6.92 million as of Decewber 3L, 1972. The carrier's

systexwide passengers and operating revenue for the full five calender
yeaxrs 1t has operated are as follows:

. Opexating Revenue
Year Passengers _ (5555

1968 600,758 $ 8, 686
1969 835 702 13 449
1970 801 783 16 034
1971 896 130 19, >024
1972 1,083 493 21, ,948

Since commencement of operatioms in 1967 Alx Cal has
sustained net losses in every year except 1972, as shown below:
' Net Loss |
Year (Loss Tigures)

1967 (61,120,000

1968 1, 760 000

1969 2 4¢ua 000

1970 €376 ,000

1971 923,000)

1972 728,000
According to its amended application for a fare increase, Air Cal has
achieved net income of $857,000 during the first six momths of 1973.
(See Decision No. 81923 dated September 25, 1973 in Application No.
53308.) As a result of the profit achieved in 1972 Alr Cal's deffcit
in retained earmings has been reduced frowm $6.70 willion to $5.97
million as of December 31, 1972, and its negative stockholdexs' equity
has been reduced from $1.57 million to $551,000. As of the same date,

it bad cash, including deposits, of $853,000. (Alr California 1972
Armoual Report.) S
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OTHER_PARTIES
1. Westerm Airlines

Western is a trunkline aix carrier certificated by the
Civil Aercnautics Board (CAB). It operates over an extensive number
of routes in the western United States, including Alaska, as well as
to Canada and Mexico. Within California it sexves Los Angeles,
San Francisco, Oakland, Sacramento, Omntario, Long Beach, Palm Springs,
and San Diego. o

Western participated in the original hearings held fm this
proceeding in 1968 as a proteztant to all three applicants. It
opposes both PSA's and Air Cal's zequests ix the presently reopened
proceeding on the ground that the proposed service is not needed and
will not be profitable regardless of which carrier is authorized to
serve the markets. - :

The zoute structurce of Western includes authority to operate
between Long Beach and varilous points, including San Framecisco,
San Diego, and Oakland. It ccumenced nomstop Sanm Framcisco~
Long Beach sexvice in 1962 with two daily f£lights southbbound and one
northbound. This service was upgraded to two daily rowd trips in
1964, and this level of service has been maintained up to the present
time., However, by an application dated August 10, 1973 Western has
requested permission from the CAB to suspend all its operations at
Long Beach for a period of three years effective October 28, 1973.
This request Includes not only sexrvice to San Framcisco, but also to
Sen Diego, and Las Vegas, Nevada.2/ oOn September 18, 1973 the CAB
granted Western's requestﬁé (CAB Oxder No. 73-9-72.) |

. . Sy

Westexrn discontinued its ome daily roumd trip flight between
Long Beach-San Diego in September 1971.

Official motice is taken of Western's application, the appendices
ettached thereto, and Order No. 73-9-72 dated September 18, 1973.

-
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In its application to suspend, Western states that its
overall Lomg Beach operations produced a pretax loss of just over
$1 million in 1972. It further states that after PSA commenced its
four daily round trips between Long Beach-San Framcisco in Decembex
1970 the load factor for its two daily round trips decreased to 50.4
pexcent, 56.2 percent, and 60.) percent for the peak months of Jume,
July, and August 1971 respectively, as compared to 66.9 percent, 71.9
percent, and 76 pexcent for the same three months in 1970 when it was
the sole carxier in the market. In 1972 the load factors for the
same three months decreased further to 43.1 pexcemt, 45 percent and
45.9 percent, respectively.

Western also holds authority to sexve the Long Beach-Oakland
market and did so for a short period during 1969. It commenced mom-
stop Oakland service in December 1968 with one daily round txrip. This
sexvice was upgraded to two daily round trips in February, Maxch, and
April 1969 and then xeduced to one round trip inm May 1969. On
June 30, 1969 Western discontinued Long Beach-Cakland service
completely. According to its exhibits in this proceeding, Westexn
achieved an overall load factor of 18.7 pexrcent on its Oakland service
during this six-month period, which resulted in a net pretax loss of
$251,305. (Exh. No. 74, WA-134, 136.) .

In the light of the CAB's approval of Western's applicationm

to suspend Long Beach operations, Western will mot be adversely
affected by oux decision herein.

2. City of Lonz Beach

As related above, the city of Long Beach changed its
position in the original hearings held in 1968 on the question of
introducing additional passenger air carxier sexvice at LGB. This
change occurred as the result of citizen opposition to the possible
increased noise which might result from additional flights. Aftexr the
issuance of Decision No. 76110, supra, Long Beach and PSA executed z
lease for terminal facilities which xestricted PSA's total service to
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no more than six operations per weekday (Monday through Thursday),
and no more than eight on weekend days (Friday through Sunday). The
lease also prohibits any landings or takeoffs between the hours of
11:00 p.. and 7:00 a.n., except in the case of ewergencies. It
permits the use of Boeing 737 or 727 aixcraft, amnd also Douglas DC-9
aircraft.,

Tae city’'s offexr of a lease to Aix ‘Cal, so 1t could sexrve
San Jose contained similar conditions, except that the number of
daily operations was limited to three on weekdays and four on weekends.
As related above, this offer was terminated,

After the petitions to reopen this proceeding were filed,
Long Beach was requested to respond to written interrogatories
prepared by the hearing exaniner regarding its position on additiopal
operations at LGB, The City Council responded by lettexr dated
Octobex 12, 1971 (Exh, No. 62) from the City Attormey that the city
would not execute a terminal facllities lease to Aix Cal In the event
that the Commission granted that carrier's application. If PSA was
granted the operating authority, Long Beach stated that it wou].d not
grant any increase In the carxier's f£flight operations allowance
because it wderstood that all the Bay Area markets, as well as
San Dlego, could be served by PSA undexr the present allowance.

Long Beach also responded that if the Commission let the
operating euthority rewmain as originally determined in Decision No.
76110, supra, which is the recommendation of the Commission staff,

the city would not lease terminal space to Air Cal for Long Beach-
San Jose sexvice.

More recently, on July 30, 1973 Long Beach filed a reply
to Alr Cal's first petition to reopen this matter , Which was £iled
in July 1973. In this reply it reaffirmed the position taken in 1971
that it will not increase PSA's number of flight operations or grant
any terminal rights to Alr Cal.
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3. The Commission Staff

The Commission staff recommends that nonstop route authority
between Long Beach and Oakland be granted to PSA and similar authority
be granted to Air Cal between Long Beach and San Jose. The staff
maintains that nonstop service will be more comvenient to the public,
that it will permit ome~stop through service by Air Cal between
Long Beach-Sacramento via San Jose, and that it will permit Air Cal
to recoup some of San Francisco-Orange County passengers diverted to
PSA's Long Beach-San Francisco £lights during 1971. The staff further
recommends that the authority be subject to the condition that it be

commenced within ninety days, and that £ai1ure to comply should result
In revocation of the award.,

4. Port of Qakland

The Director of Afx Traffic Development foxr the Poxt of
Oakland, which operates Oakland Intermatiomal Alrport (0AK), testified
in support of commencement of air carrier service between Oakland and
Long Beach. The Port does mot express any preference as to which
carrier should receive the authority. It supports elther ome-stop or
nonstop sexvice to Oakland.

Long Beach Jet Control Association

The Lomg Beach Jet Control Association, a citizens
organization of zesidents who live mear LGB, participated in the
original bearings in this proceeding. By letter dated August 9, 1971
its attorney stated that it wished to be continued on the list of
dppearances as an interested party in the reopened proceeding. It did
not actively participate in the reopened hearings.

DISCUSSION

Section 2739 of the Public Utilities Code describes the
objective of the Passenger Alr Carrier Act as "am orderly, efficient,
economical and healthy intrastate passenger air metwork'.
Specifically, Section 2753 of the Public Utilities Code stgtes thgt
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the Commission shall take into consideration, among othexr things, in
resolving route proceedings:

"...the business experience of the particular
air carriex In the field of air operatioms,
the financial stability of the carxxier, the
Insurance coveragf of the carrier, the type
of aireraft which the carrier would employ,
proposed routes and minimum schedules to
established, whether the carrier could ecomowm-
{cally give adequate sexvice to the commmities
involved, the need for the sexvice, and any
othexr factors which may affect the public
interest."

The factors listed in Section 2753 are mot exclusive mor
is any one factor controlling. All factors must be considered and
weighed along with any other factors that affect the public Iinterest.

In addition, Section 2754 of the Public Urilities Code provides in
part that the Commission may attach such terms and conditions to

operating rights as it determimes to be required by the public
convenience and necessity A | |

7/ Section 2754 provides as follows:

"Each application for a certificate of public convenience
and necessity made wmder the provisions of this part shall
be accompanied by a fee of one hundred fifty dollars ($150).

"The commission shall, with or without hearingg.issue a
temporary oxr germanent certificate, except that a certifi-
cate woay not be issued without a hearing over the formal
objection of a pexrson or party possessing stand to
object. The commission may deny the application for =2
temporary or permanent certificate In whole or in part,
with or without hearing, except that such denial may not
be ordered without g hearing over the formal objectiom of
the applicant. The commission may attach to the exercise
of the xights granted by the certificate such terms and
conditions as, in its judgment, the public convenience and
necessicz require. Minimum schedules may be received and

revised Y, the commission at intervals of not less than
one year." . , '
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There 13 no doubt that both Air Cal and PSA have the
necessary experience in ailr carriex operations, i;nsuranceé and
equipment to provide Long Beach-San Jose/Oakland service.—j
(See Decision No. 81080, supra.)

Financial Ability o

The financial condition of the two carriers has been
discussed in detail in our recent decision om the acquisition
‘agreement. (Decision No. 81080, supra pp. 4-7, and 9-12.) Since
the issuance of that decision, PSA has received a 4.9 percent fare
increase (Decision No. 81793 dated August 21, 1973 in Application
No. 33525), and Air Cal has received an interim fare increase on
certain routes (Decision No. 81923 dated September 25, 1973 in
Application No. 53308) pending a hearing ot the remainder of its
request., According to its 1972 Anmual Report, PSA had met income
of $6.9 million, total curxrent assets of $52.2 million, and total
current liabilities of $23.2 million as of Decembexr 31, 1972, Im
its present request for a fare increase to offset increased ‘jet
fuel costs, PSA's application states that its net income for the
first six months of 1973 was $1.2 million, and that fts curreat
assets total $26.9 million, as compared to $16.6 million in current
1fabilities. (Application No. 54387 dated October 16, 1973, Exh. B.)
Even though PSA's net income and curxent ratfo have declined, it is
readily appaxent that it remains in sound financial condition,

particularly in view of the fact that it has recently received fare
relief, : ‘ X -

sy 10

8/ Alx Cal attempted to show that PSA lacked the necessary Boe 737
alrcraft to serve the route., However, PSA has acquired additiomal
alreraft since the hearing (PSA 1972 Annual Report). PSA has the
further capability to substitute the largexr Boeing 727 alrcraft
when traffic demand requires it. PSA has already done this cm one
of its Long Beach-San Francisco flights. (PSA Schedule dated
October 1, 1973,) Similarly, Adr Cal has Iincreased its fleet from
six to seven Boeing 737's by reacquiring one of its two aixrcraft

subleased during 1972-73. Therefore, both carriexs appeaxr to have
sufficient equipment, > '

=14~
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As set forth in Decision No. 81080, supra, the Commission
bas concluded that Air Cal's finsncial condition has been generally
weak because it had been unable to achieve a net profit for any full
year of operations and it had accumulated a large stockholders'
deficit. For instance, the record in this proceeding shows that the
carrier sustained a $1 million operating loss during 1971 and had a
total shareholders' deficit of $6.7 million. (Exh. No. 65.) According
to Afx Cal's finmancilal wituness, this loss resulted because the carrier
bad excess alrcraft and was also absorbing losses in development of
its newly authorized markets in San Diego and Sacramento.

(Tr. 2029~2044.) It was &lso explained that neither the Ontario or
Paln Springs routes had become profitable after over two years of
operations in each. (Tr. 2059.) Air Cal forecast an overall profit
In 1972 of about $500,000, and if one Boeing 737 was subleased, a
profit of about $1 million was expected. (Tx. 2059.)

However, duxring 1972 Air Cal achieved net income of $728,000,
including an extraordinary item of $225,000 resulting from the
utilization of an operating loss carry~forward., (Afixr Cal 1972 Aonocal
Repoxt.) Aixr Cal's total 1972 revenues include $650,000 from the
sublease of two of its eight Boeing 737 aircraft, and its operating
income was the somewhat smaller sum of $591,000. This indicates that
but for the sublease of excess equipment Afr Cal would not have
achieved an operating profit for the year. On the other hand, the
carrier did substantially improve its daily utilization of aircraft
to over seven hours per day, its system load factor from 52 percent
for 1971 to 61 percent in 1972, and its passengers per employee from
1,533 in 1971 to 1,941 in 1972. It bad total curremt assets of $3.6

willion and total current lisbilities of $2.1 million at the end of
1972. - | | | S
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During the first six months of 1973 Air Cal states in its
amcnded fare-increase application that it achieved operating income
of $1.11 million and net income of $857,000, consisting of $421,000
from air carrier operations, and extraordinary income of $436,000.
(Decision No. 81923 dated September 25, 1973 in Application No.
53308.)

The Commission comcludes that Alr Cal has definitely
improved its financial condition, although to a comsiderable degree
these recently improved results of operations are due to its ‘
successful subleasing of excess aircraft. On a comparative basis,
its financial condition remains weaker than PSA's, but it does appear

to have turned the cormer and is gainingﬂstrength.g
Need for the Service

Turning to the question of public convenience and necessity,
Alxr Cal argues in its opening brief that existing services at
Los Angeles Internatiomal Alrport (LAX) and Orange County Aixrport at
Senta Ana (SNA), combined with the £light xestrictions imposed by the
city of Long Beach which fail to make possible frequent commuter
service, require us to conclude that there 1s no need for the
proposed sexvice. The Commission does not agree,

9/ The management of Alr Cal's parent company, Westgate-California

Corporat is undergoing replacement and reconstitutforn pursuant
to the settiement of itigation instituted in federal court by the
Securities and Exchange Commission. (Wall Stxeet Jouxnal,

October 25, 1973, p. 3.) It is not lmown what effect this will

have on Air Cal, which is an umconmsolidated subsidiaxry of
Westgate. ‘
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. The Proposed Report adopted by the Commission in Decisiorn
No. 7611C, supra, discusses in some detail the benefits to the air

traveling public of establishing service between the Bay Area and
LGB. These benefits include the partial relief of air and ground
congestion at LAX, the fact that the service area of LGB has a
population of about 1.2 millicn people, the fact that LGB is a
modern, fully equipped, and operational airport with adequate parking
facilities to accommodate significantly wmore air carrier passengers
than were using it at that time or at present. Added to these
facts are the more recent developments that Western no longexr provides
any Long Beach sexvice, whereas it was providing Long Beach-
San Francisco, Long Beach-San Diego, and some Long Beach-Oakland
flights in 1968-69; and that Aix Cal is operating at the maximum
allowable number of dally operatioms at SNA which are permitted by
Orange County under Air Cal's terminal lease. Assuming that Orange
County will not pexwit any additiomal flight operatioms for Air Cal,
it will bave to acquire laxger capacity aircraft to accommodate any
substantial increase in traffic demand at SNA.

Altanough Aix Cal correctly points out that comtrary to the
bopes expressed in Decision No, 76110, PSA's service between
long Beach and San Francisco did not result in any reduction of
flights at LAX, some of these Long Beach passengers undoubtedly
would have utilized flights operated from LAX or SNA. By so doing
they would have placed an increased burden on the other airports in
the area, particularly LAX and SNA. At the same time, the traffic
results of PSA's £lights as compared to Western's lead to the
conclusion that there exists a comsidexable greater public demsnd for
Long Beach sexvice than Western's two daily £ligh:s,cbuld-acgqmmodatc.
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The traffic data, as submitted to the Commission and compiled the
staff, show & dramatic increase in total om board-passengerslg
after PSA commenced sexrvice in December 1970:
Long Beach-San Framcisco
On Board Traffic
PSA Western Total

1970 3,196 87,086 90,282
1971 151,729 63,266 214,995
1972 180,025 54,884 234,909
1973% 41,875 12,350 54,225

*First Quarter only.
(Source: PUC Staff Reports, Form 1504.)

. Likewise, the Long Beach-San Framcisco origin and destination (0&D)
traffic figures through 1971 demomstrate this point:

Long Beach-San Francisco

0&D Traffic
PSA Westerm Tot:al
1966 - 51,871 51,871
1967 - 54,983 54,983
1968 - 61,892 61,892
1969 - 78,052 78,052

1970 3,137 74,212 77,349
1971  138)740 44,445 183,185

(Souxce: Exh. No. 59, AC-103.)

10/ On board traffic figures include all passegg:rs in the aircraft
on the £lights between LGB-SFO. They incl not only those
passengers whose trip originated in LGB and texminated at SFO,
or vice versa (i.e., the true OSD traffic), but also through
passengexrs who boarded elsewhere and who are traveling between
LGB~-SFO as a segment of a longer txip., For PSA these figures
include passengexs traveling between San Diego-San Francisco
via Long Beach, and passengers traveling between Long Beach-
Sacramento vla San Framcisco. For Western, these figuxes
include any passengers who are destined for a point or
originated from a point beyond San Framcisco or Long Beach.

=12~
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- These traffic figures readily imdicate that PSA's introduction of
LGB~SFO service, either through stimulation of new traffic, diversion
of trxaffic from other carriers such as Western at LGB or Air Cal at
SNA, self diversion from PSA's flights at LAX, or a combination of
all th:.‘ée, resulted in significant increases in total traffic compared
to Western's experience. To some extent they indicate that & latent
public demand existed for the service as provided by PSA, simflar to
the substantial incresses in total traffic which occurred after PSA
entered the LAX-San Josec and LiX-Sacramento markets.

Finally, the Coumission agrees with PSA that there is a
potentially strong commmity of interest between Long Beach and
Oakland because both are the sites of major military installations
and leaders in marine commerce. (Exh. No. 63.) Long Beach is also
attexpting to develop tourism with its Queen Mary project. In light
of these facts the Commission concludes that thexe continues to be
adequate public need for the proposed service as we found in Declision
No. 76110.

Economical Operation

The Long Beach-Oakland and Long Beach-San Jose markets axe
presently not receiving ‘any air carrier service, Western discontinued
its Qakland flights in June 1969 after averaging only twelve passengexs
per flight for six months. (Exh. No. 59, p. 2.) Continental Afixlines
holds authority to operate between Long Beach and San Jose Airport
(83C) as a segment of flights which serve Portland, Oregon, and
Seattle, Washington. It has never instituted service at Long Beach.

. Adr Cal proposes to operate three daily round trip flights
between LGB-SJC/0AK with a one-way fare of $17.59, excluding tax and
security charge. Afr Cal utilized this fare level, which is higher
than its authorized fare between Orange County and the Bay Area, even
though it represents an increased fare that has not yet been: approved
by the Commission in Application No. 53308, supra.
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The carrier's traffic forecast was based upon an economic
study of the entire Los Angeles area, as well as the LGB service area,
including an analysis of population, employment, retail sales, and
Income level, including per capita buying income. It also comsidered
aixline service and traffic patterns in the California corridor.

(Exh. No. 59.) Its assistant vice president for schedules and
Planning concluded that the LGB-SJC/OAK market would be the smallest
of the satellite airport markets in the California corridor, and that
1t would probably produce results parallel to the Ontario (ONT)-

San Jose/Oakland market. After estimating the total corridor:
passengers for 1972, 1973, and 1974, he determined the Long Beach-
Bay Area traffic. (Exh. No. 59, p. 10.) From this result he
estimated that LGB-SJC/O0AK would produce about 133,500 passehgers in
1972, 145,000 in 1973, and 157,000 in 1974. (Exh. No. 59, p. 12.)

He furthexr concluded that from an econmomic pexspective the
route Is marginal. This view is based on the fact that the satellite
routes, such as Ontario-San Jose/Oakland, as well as Palm Springs and
even San Diego-San Jose/Oakland have been slow in developing into
profitable operations. In particular, he pointed to Alr Cal's Ontario
route as one which has been sexrved for over three years and had not
yet produced a profit., (Tr. 2234.) He forecasted that Air Cal would
Sustain an operating loss during 1972, assumi:ig that service was
provided for all that year, and again in 1973. An operating profit
could not be expected until after the third full year of operations,
or 1974. (Tr. 2048, Exh. No. 59, p. 15, AC-201.)

Finally, Alr Cal's witnesses explained that its application
for LGB authority is defensive in character because it would face
traffic diversion frow its Orange County-San Jose/Oskland f£lights
if PSA's application was approved. (Tr. 2169, 2240.) The carrier
contends that it bas the most to lose if the route is awarded to PSA,.
and that the way to protect ic is to grant the authority to 1t. .
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The vice president for finance and an independent traffic
consultant presented PSA's forecast of operating results for the
route., PSA proposes to operate two daily round trips between LGB~0AX
via SJC on weekda{s at a one-way fare of $16.67, excluding tax and
security chafge;L-/ Since the city of Long Beach states that it will
not allow PSA to comduct more than six weekday operations at 1GB,

PSA plans to reduce its LGB-SFO service to three daily round trips
on weekdays and continue its Long Beach-San Diego service at ore
daily round trip. ‘ | ‘

PSA's traffic forecast 1s based upon an analysis of
experienced traffic data between the Bay Ares and the three satellite
airports at Burbank, Ontario, and Orange County in the Los Angeles
area; and on an anal&sis.of the Long Beach-San Francisco traffic
carried by PSA and Western. (Exh. No. 63.) From this data, PSA's
witness determined that in the year 1969 the San Jose and Oakland
markets accounted for about 22 and 28 percent of all the traffic
between the three satellite airports in southern Californmia: Burbank,
Ontario, and Orange County. The remaining 50 percent of the txaffic
from these three points traveled to San Francisco. (Exh. No. 63,

P. 12.) He then applied these percentages to the comstructed LGB~SFO
traffic for the year 1971 which he used as the 1972 traffic level
because some of the present passengers on the LGB-SFO route are
expected to divert to the flights serving San Jose and Oakland. Then
two downward adjustments were made to account for the £fact that PSA
would be operating only two daily £flights in the market, and to allow
for the first year of route development in a new market, (Exh. No. 63,
pp. 14-15; Tr. 2256-2258.) Using this methodology, PSA's witness

11/ This fare level has not been adjusted to weflect PSA's fare
increase approved in Decision No. 81793, supra. For purposes
of our decision herein, we will utilize the fare and cost da
presented in this proceeding. o

-21-
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concluded that for the year 1972 the LGB-SJC traffic would equal
64,419 passengers and the LGB~OAK market would produce 50,903
passengers, for a total traffic forecast of 115,322. Undex this
forecast he further concluded, as did Alr Cal, that the market
Justified only ome carrier.

With this forecast PSA's financial witmess estimated that
it would achieve operating income of about $136,000, before interest
and taxes, for the year 1972. (Exh. No. 66.) This estimate utilized
costs developed as of September 1971 and then adjusted upward to
reflect expected cost increases in 1972.

In evaluating the likely operating results for LGB-SJC/0AK
sexvice, it is informative to review the expectations presented in
the 1968 bearing in this proceeding. In Decision No. 76110 in this
proceeding, the Commission adopted the conclusions set forth in the
hearing examiner's Proposed Report that the 1969-1970 traffic between
Long Beach-San Francisco would approximate 330,000 passengers, and
that the Long Beach-San Diego traffic could be expected to total
251,000 passengers. The LGB~0AK total market was projected to be
250,000 passengers and the LGB-SJC market to be 180 »000, or a total
of 430,000 passengers.

In 1972, however, PSA and Western carried a total of about
235,000 LGB~SFO on board. passengers. Moreover, on the San Diego
route, PSA and Western carried about 27,000 on board passengers
during 1971, and after becoming the sole carrier in the wmarket in
late 1971, PSA carried only 21,216 in 1972. (PUC Traffic Reports,
Form 1504.) Even though PSA has not been able to offer the level of
service it originally proposed im the San Diego market because of
flight restrictions at LGB, it is apparent that the original traffic
forecasts for the San Diego and San Framcisco routes were substantially
over optimistic. The San Diego route is clearly unprofitable and

sexves as an 'entry segment” for the purpose of increasing load
factors between LGB-SFO. |




A. 50261, A, 50381 ek

With respect to the LGB-SFO route, the staff's compilation
of traffic, as xeported by the carriers, shows that PSA caxried |
151,729 on board passengers during 1971 which resulted in an overall
load factor of 43 pexcent for the year. This load factor is well
below PSA's break-even load factor. (Decision No. 81080, supra,

P. 11.) During 1972 PSA carried a little over 180,000 on board
passengers between LGB-SFO, and the overall load factor for the

year increased to 51 percent. (PUC Traffic Report, Form 1504.)

This result Indicates that PSA may have reached the break-even point
in 1972, or some two years after commencement of service 22/
Consequently, sinmce both carrlers state that the LGB-SJC/0AK market
is probably the smallest of the satellite markets (Exh. No. 63,

P. 18; Tr. 2276-2278 and 2578), it seems more Teasonable' to expect
that the new service will be fortunate to equal the operating results
achieved in the LGB=-SFO market. a

12/ PSA stated that with 11,000 passeggers pexr month the LEB~SFO

route would be profitable. (Tr. 2632.) Accoxding to the 05D
traffic results for the year ending November 1972, as set
forth in Decision No. 81793, supra, p. 8, PSA carried 149,661
04D passengers on thls route, or about 15,&50 per nonth. This
view Is comsistent with Western's cost analysis (Exh. No. 74,
WA-105). Western assumed that PSA's total om board 1972
traffic was 191,000 passen§ers, and that 80 percent of these
were the Q&D traffic, or 152,800 (12,733 per month). Using
this 04D traffic and fully allocated costs, the exhibit
reflects a 1972 profit of $22,000 for PSA.

On_ the other hand, if the higher flight crew, fuel, oil, and
hull Insurance unit cost ($2§9 per hour), which PSA used in
its fare increase case, is utilized in glace of the $230 per
hour figure PSA used herein (Exh. No. 83), then PSA's costs
for 1972 were at least $157,000 greater than displayed in
Western's study, (Exh. No. 74, WA-105, p. 1.) Wwith this
hi%her cost ofyflight operations, and L{£f 85 percent of the
1972 aetual on board traffic of 180,025 was 08D traffic, then
PSA sustained a loss on the route.,

-23=
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Alx Cal's 1972 forecast of 134,000 passengers is about
18,000 passengers greater than PSA's. Both forecasts, however,
result in a large number of passengers per flight: 69 passengexs
pexr £light or a 61 percent load factor for PSA, and 67 passengers
per flight or a 58 percent load factor for Air Cal. (Tx. 2358,
2183-4.) These expected load factors are very high when PSA's M
experience for the first two years on the LGB-SFO route 1s comsidered.
It seems more realistic, given the low level of sexrvice which PSA or '
Afr Cal will be able to provide because of the flight restrictions
imposed at LGB, and given the high level of sexvice already available
to SJC/0AK from LAX and SNA, to comclude that the new sexvice will at
best only equal. the results achieved on the San Francisco route.

If in fact the new sexvice resulted in only a 43 percent
load factor as PSA actually experienced on its San Francisco xoute
during 1971, and utilizing on boaxd traffic figures, its total
LGB~SJC/0AK traffic would be about 80,000 passengers if it provided
two daily round trips f£ive days each week and three on Friday and
Sunday. (224 seats per round trip x 2 x 365 + 224 x'104 = 186,816 x
43%.) On the other hand, 1f Afr Cal operated three daily roumd txips
and achieved the same load factor for the fixst year, it would carxy
about 108,000 LGB~SJC/OAK passengers. (230 seats pex round txip x 3 x
365 = 251,850 x 437%.) ' | '

Comparing these traffic results using PSA's load fact
experience on the LGB-SFO route with the substantially higher fore-
casts of 115,000 and 133,000 passengers submitted by PSA and Air Cal,
respectively, it seems that under the most optimistic assumptioms,
PSA would carry about 100,000 LGB~-SJC/OAK OSD passengers with its two
dally round trips on weekdays, and Air Cal might carry sbout 120,000
such passengexrs with its three daily round txips.
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At this level of traffic the route would not be profitable
for either carrier during the first year. PSA and Alr Cal would each
achieve an average load factor of about 53 percent per flight. For
PSA this would approach a break-even operation, but it would mot for
Alr Cal. Assuming that the market grew at a rate of 5 perceant, PSA
would probably achieve a break-even operation after two years; but
Alr Cal would not until after three years, since it plans to offer
302 more £lights per year than PSA and since it has a higher break-
even load factor than PSA. We conclude that at best the route -is
economically marginal.

| Anothex wmeans for evaluating the possible results at
long Beach 1s to comsider the Ontaxrio market. By several bases of
comparison, including level of income, population of alrport sexvice
area, alrport facilities, fare, and frequency of sexrvice, the
Long Beach market appears to be most simllar to the Ontario-San Jose/
Oakland market. (Tr. 2578, 2581, Exh. No. 79, p. 1.) Im particular,
it appears that the proposed level of service at LGB, given the
city's operating xestrictions, will have the same proportiomal
relationship as at Ontarfo. Since Alr Cal's operations in the
ONT-SJC/0AK market have not been profitable during the £ixst three
years . of operatioms, it seems reasomable to expect the same result
in the Long Beach-San Jose/Oakland market.
Selection of Carrier :

1f the primary consideration in selecting which applicant
should be awaxrded this route was the equitable division of available
new routes between them, Aix Cal's positiom would have greater merit,
Foxr by all criteria of measurement, PSA is the dominant carrier in
the corridox. However, there are involved here, as there were in the
matter of PSA's proposal to sexve Oramge Cowaty, Apps, to serve
San Diego, Qrange County, etc,, Decision No. 80318 dated July 25, 1972
in Applications Nos. 52165 and 51080 (Phase I), overriding comsidera-
tions which lead us to conclude that PSA should‘Operate'on the route,

provided that certain protective conditions are attached to the
authority. '

-25-
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In denying PSA's proposal to sexve Orange County in °
Decision No. 80318, supra, the Commission recogoized that as a
practical matter PSA could not acquire airport operating rights
fron Orange County. The same situation is present at Long Beach
In that certiffcation of Air Cal would be an idle act. The proposed
service will be convenient for Long Beach-East Bay travelers who mow
must either utilize PSA or Alr Cal f£flights at LAX ox SNA, oxr who
must fly to SFO. The service way also provide some relief for
Alr Cal's situation at SNA where it is operating the maximum number
of flights permitted by Orange Coumty. It 1s also noted that Air Cal
has operated with a load factor of 69 percent in 1971 and 75 pexcent
in 1972 on its Orange Coumty-San Jose flights, which means that
Alr Cal is undoubtedly turning away passengers at peak times..
(PUC Traffic Report, Form 1504, Tr. 2261.)

In addition, it seems reasonably clear that the route will
'not be profitable for at least two or three years. PSA continues to
be the financially stromger carrier, and, as such, it is bettex able
to absorb the initial operating losses that appeer alwost certain.
Indeed, Alr Cal concedes that its application has been advanced for
self protective reasons rather than solely for the reason to expand
its route structure in a logical directiomn. It seems unwise to
burden Afr Cal with additional route authority on which it will
have to attract passengers from LAX, and which will wmdoubtedly
produce losses during the first few years of operation.
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Other considerations which faver PSA axe, of course, that
it bas established operxations at LGB with its flights to SFO, and
with the ability to substitute laxger capaclty Boeing 727 aircraft
on the reduced number of SFO flights that will occuxr as the result
of the flight restrictions, it will be able to alleviate the reduction
of total seats in the SFO market to some degree without increasing the
total number of flights. This should zesult in maintaining SFO
sexvice at a good, albeit reduced, level while at the same time
initiating service to SJC/0AK. Firally LGB is an existing, usable
airport. It is logical to certificate the carrier which is in the
best position to initiate service proaptly, since the establishment
of new or expanded alrport facilities in the southern part of the
Los Angeles area seems quite remote at this time.
Diversion

Alx Cal, PSA, Westexn, and the Commission agree that

Institution of this sexvice will divert passengers from Afr Cal's
SNA-SJC/0AK flights, as well as from f£lights between LAX-SJC/OAK and

whatever I.GBPSJC/ QAKX traffi.c is presently traveling on LGB~SFO
flighes,

- Adx Cal estimates that it will sufier 10 percent diversion
of traffic from its SNA-SJC/0AK routes. (Exh. No. 59, p. 13.) This
‘estimate is derived from the diversion of 10.9 percemt it exper:l.emced
in LGB~SFO traffic after PSA injtiated flights in this market. Based
on 1971 SNA-SJC/OAK traffic figures, this amounts to 31,600 passengers
and 2 loss of $588,000 in gross revenues.

PSA also estimates diversion from Alr Cal's SNA flights at
10 pexcent, or 35,000 passemgexs. It expects to sustain comsiderable
self-diversion from its LAX-SJC/0AK and a swall amount from its
LGB-SFO flights. But overall it expects that 50 pexcent of the
LGB-SJC/OAK traffic will result from moxmal growth or stimulatian of

new traffie from the introduction of regulax dally sexvice.-
(Exh. No.' 63, p. 16.)
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Western concludes that 76 pexcent of the LGB-SJC/OAK
traffic will be diverted from PSA, Alr Cal, and Western. (Exh. No. 74,
WA-102.) This includes 35,000 passengers from Air Cal, 5,000 from
Western, and 47,500 from PSA's other flights, leaving the remaining
27,500 passengers In PSA's forecast as newly generated. Westexn also
expects PSA to carry fewer LGB-SFO passengers because it will have to
reduce its service in this market, Some of these lost passengers will
undoubtedly utilize Adir Cal's flights at SNA. Others will go to LaX.
Alr Cal may also secure some of Western's former traffic now that it
has suspended opexatioms at LGB. | |

The Commission staff considers that almost all of PSA's
txaffic at LGB will be diverted from other caxriers or PSA's own
flights. (Exh. No. 56; Trx. 2403-2412.) The staff study estimates
that Alr Cal lost 21,000 SNA-SFQ passengers to PSA's LGB-SFO flights
in 1971. (Tr. 2408.) 1I1f PSA operated the LGB-SJC/0AK route during
1971, the staff concluded that Air Cal would bave lost an additiomal
25,000 passengers for a total estimated diversion of 46,000 passengers
in that year. ' (Tx. 2407.)

At the outset it should be recognized that it is very
difficult to estimate diversion in this case. It seems obvious that
wost of the LGB~-SJC/0AK traffic will be diverted from SNA and LAX.
Undoubtedly a sizeable portion will be self-diverted f£rom PSA's flights
at these nearby alrports, if the level of sexvice at LGB is comparable.
Nevertheless, we do not agree with the staff that little new traffic
will be gemerated. Based on the history of PSA's entry in the
Sacramento-Los Angeles and San Jose-Los Angeles markets, in which new
traffic was stimulated to a substantial degrce, it seems reasomable
to conclude that some of the Long Beach txaffic will be new, even
though PSA's level of service will be only two daily £Iighzs.
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On the ome hand, Alr Csl will sustain diversion from its
SNA-SJC/OAK flights as a consequence of its higher fare in this market
sod the mearby location of LGB. On the other hand, PSA will be
scheduling minimum sexvice om the weekdays. These flights will
Probably be at times when freeways will be crowded. It may be that
many business travelers will mot use LGB because they do not want to
be limited to only ome return flight at tbe end of the day. They may
well continue to use SNA and 14X where there are more frequencies.

Using traffic figures for the first six months of 1971,

Alr Cal estimated that it lost 36,440 SNA-SFO passengers for the full
year to PSA's LGB~-SFO flights, or 13.3 percent diversion. (Exh.-No.
79, AC-R-6,) This equals about $525,000 in Yevenues, after allowing
for dilution. (Tr. 2167.) The net revenues lost would be less. The
staff's traffic data, however, shows that Air Cal carried 274,617 08D
passengexs between SNA-SFO in 1970. (Exh. No. 57, Table 2, Sheet 2.)
After allowing 5 percent growth for 1971, Aix Cal's traffic would have
been 288,348 passengexs if PSA had not commenced operations at 1GB,
but it actually carried 258,983, resulting in a decxrease of about
29,000 passengers L2/  (Exh. No. 57, Table 2, Sheet 1: Exh. No. 58,
Table 2.) This represents about 10 percent diversion from Air Cal,

assuming that all these passengers were lost due to the LGB services
of PSA or Western. | , : o

More recent on board passenger figures show that Alr Cal carried

289,480 passengers between SNA-SFQ in 1972. Although these are
not O&D figures, there is probably not a great difference because
Aix Cal gperates all 1ts daily flights nomstop except ome,

(PUC Traffic Report, Form 1504. s on board figure indicates

that Adr Cal's traffic in the SNA-SFO market is growing despite
PSA's operations at LGB. .
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For its SNA-SJC/QAK market Air Cal utilized its experience
with the San Francisco route, and forecast diversion at 10 percent,
or 31,600 passengers, using the first six months traffic in 1971.
(Exh. No. 59, p. 13, Tr. 2164, 2167.) This translates into revenue
diversion of $588,000 after allowing for dilutiom. (Tx. 2166.)
However, according to staff data introduced in this proceeding,

Alx Cal's 1971 OSD traffic in the SNA~SJC/0AK maxket was 337,847
passengers. (Exh. No. 57, Table 2, Sheet 1; Exh. No. 58, Table 2.)
Applying 10 pexcent as the expected level of diversion results in
33,785 passengers, which in tumn represents gross revenue diversion
of about $616,000 after allowing for dilution of 7 percent, Net
revenue lost would be at least $100,000 less than this figure because
certain costs would be saved by not carxying these passengers.
(Exh. No. 59, AC~204, 205.) Diversion in this amount is less than
the annual payments Alx Cal receives for the sublease of ome of its
alrcraft, and it would not cause Afxr Cal to sustain an overall net
loss, according to its systeswide financial results for the first
half of 1973,

Although this level of diversion is serious for Air Cal,
there are mitigating factors involved which indicate that it falls
within acceptable limits, Fixst, Alr Cal's traffic results on the
SNA-SFO zoute indicate that its traffic is continuing to grow in that
market even though it reduced some service on it in 1971. (Tr. 2266.)
Second, Alr Cal should be the bemeficlary of some SFO passengers who
traveled on Western's flights at LGB, and also some of PSA's passengers
who discontinue using LGB as the result of PSA's reduction of its five
daily SFO round txips to three. Third, Air Cal’s load factors for its
SNA-SJC flights have been at 70 percent or over, Since it apparently
camnot operate more daily flights out of SNA, it is obviously operating
some flights to San Jose at 100 percent load factor. (Ir. 2261-62;
Caribbean ~ Atlantic Certificate Remewal Case, 16 CAB 708, 718;

Great Lakes - Southeast Sexvice Case, 27 CAB 829, 854.) This means
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8owe passengers axe undoubtedly being refused transportat:l.on for lack
of seats on given flights. (Txr. 2260-2262.) Those who are turned
away and who opt to travel on PSA from LGB would not be true diverted
passengers. This high load factor also suggests that with normal
growth In the SNA-SJC market Air Cal will bave to turn away more
passengers since it cannot institute more £lights at SNA without
Teducing other flights or securing a revision of its flight restric.-
tions from Orange Cowmty. Fouxth, as set forth above in this decision,
Alr Cal has achieved considerable operating success in 1972-1973. It
appears less In need of any protectionm, and more able to sustain
indirect competition at LGB. Thexefore, it seems doubtful that

Alr Cal will be threatened by PSA's limited operations in the 1GB~
SJC/0AK maxket.

Mozeover, Air Cal is still developing its San Diego-San Jose
route, and it is providing nonstop sexrvice six days per week. It has
never instituted nonstop service between San Diego-Oakland, although
it holds this authoxity. Since the immediate economic outlook of the
LGB route is marginal at best, it might unduly delay commencing
operations 1f it is granted LGB-SJC/OAK authority, assuming that it -
could acquire a terminal lease from Long Beach. Therefore, an
additfonal reason why the route should not be awarded to Alx Cal 1is

to allow it to proceed to develop the route authority it presently
holds but is not serving, ‘

Protective Conditioms

Nevertheless, the Commission is concerned that omce PSA is
cextificated to serve SJC/OAK the city of Long Beach might again
cbange its position and expand the number of permissible daily flight
Operations for PSA. We are aware that fox some reason the terminal
lease once offered to Alx Cal was not executed, and that despite the
suspension of operations by Westexrn thexre has mot been any change of
position. If such an expansion of PSA's allawablg flight operations
occuxred after our decisfon herein, Air Cal amight be faced with an
unreasonable, unjustified, and uneconomic increase in the degree of
competition presented by PSA's £flights at LGB.

A

«31~




A. 50261, A. 50381 ek

Such a situation, if it occurred, would produce economic
waste and would not be in the public interest. When this situation
has occurred In the past it has resulted in contentious litigation
before this agency. (See Aix Calif, v P,S,A. (1969) 70 CPUC 89; and
Mr Calif, v P,S,A, (1971) 72 CPUC 159.) Moreover, the effect could
be serlous disruption of the intrastate passeunger alr network.

Because PSA's opevations at LGB will increase the level of indirect
competition‘with Alx Cal, the Commission concludes that it is
necesssry to establish waximum flight restrictions on PSA's sexvice
at 1GB in oxder to assure that the competition between it and Afr Cal
will proceed at a reasonably comtrolled pace, as is indicated by
PSA's proposal herein and the position of Long Beach. In this mamer,
both the public interest, which includes the establishment and
maintenance of an orderly, efficient, and heslthy intrastate air
network, and Aflr Cal's immediate economic interest, will be protected
By limiting PSA to the operation of no more £flights between Long: ‘Beach
and the Bay Area than it proposes in this proceeding, service between
LGB~SJC/0AK can proceed on a developmental and experimental basis,

If the city of Long Beach decides to expand the number of
pernissible operations contained in its terminal lease, PSA can
petition to the Commission for revision of this limitation in it:s
certificate. At that time the Commission can determine, after a
hearing, if necessaxy, whether such an expansion of operatiems would
be wmduly harmful to Air Cal and whethex it is consi.st:ent with the
establishment of an ordexly, efficient » and healthy intrastate .’
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passenger air network, which has been expxressly made our respomsibility
by the State lLegislature. (Sec. 2751, Public Utilities Code.) ?/
Position of the Commission Staff |

The Commission staff recommends that the operating authority
of each carxrier remain tméhanged, i.e., that PSA remain authorized to
sexrve LGB-Q0AK and Alxr Cal remain authorized to serve LGB~SJC. Under
the staff’s recommendation each carrier would be allowed to extend
its flights to Sacramento. The staff believes that such authorization
will winimize the problem of diversion. However, this position is not
supported by any of the parties. -

14/ Sectiom 2751 provides as follows:
“The commission may: |

(8) Supervise and regulate every passenger air carrier in
those matters affecting ticketing, flight reservatioms,

passenger baggage, advertising, and passenger convenience
and comfort.

(®) Fix the rates, fares, charges, classifications, and rules
of each such carrier.

(¢) Regulate the accounts of each such carrier, and require

the £iling of amnual and other reports and of other data
by such carriers. '

By general orxder or otherwise, prescribe rules applicable
to any and all passenger alxr carriers. The commissionm,
In the exexcise of the jurisdiction conferred upom it b
the Constitution of this State and by this part, may e
orders and prescribe rules affecting passenger air
carrlers, notwithstanding the provisions of any ordinance
or permit of any distriet, city, city and county, and in
case of conflict between antgesuch oxder or rule and any

such ordinance or permit, order or rule of the
comnission shall prevail.”
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The testimony and exhibits introduced by all three airline
parties shows that this recommendation would produce wmeconowmic
results. (Exh. No. 81, Tr. 2188, 2190-99, 2257, 2260, and 2473;
Exb. No. 74, WA-106.) For example, according to Western's exhibits,
the result would be a 31.1 percent load factor for PSA and a 40
pexcent load factor for Afr Cal om its route. It would not be
beneficial to either the public interest or the carxriers to delib-
erately establish umeconomic route authorities, particularly in the
light of the experience in the Ontario and Orasmnge Coumty markets, -
where SJC/OAK service must be combined most of the time to achieve
satisfactory operating results.

In view of the fact that by our decision herein we are
combining presently existing certificated authority into ome route,
and that in fact there will not be any increase in the number of
flights operated at LGB, the Commission £inds with reasonable
cextainty that thexre will not be a significant effect on the
environment,

No other issues require discussion. The Comnission makes
the following findings of fact and conclusions of law. '
Findings of Fact |

1. PSA and Aix Cal are passengex air carriers as defimed in
the Passenger Alr Carrier Act (Sections 2739 et seq. of the Public
Utilities Code).

2. PSA has been awarded nomnstop opexating authority between
1GB-0AX. It has not coamenced this service. Ailr Cal has been awarded
nonstop operating authority between LGB-SJC. It does not have a
terminal lease at LGB, and has not commenced this sexvice. By
Decision No. 78848 dated Jume 22, 1971, PSA and Air Cal were directed
not to commence sexvice on these routes, pend:(.ng the resolution of
this reopened proceeding
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3. Both PSA and Air Cal have the necessary experience in
passenger alx carrier operations, equipment, and insurance to conduct
sexvice between Long Beach-San Jose/Oakland.

4. PSA has historically been a successful and financially
strong air passenger carrier. As of December 31, 1972 PSA had current
assets of $52.2 million, total curremt liabilities of $23.2 milliom.
It produced net income of $6.9 million in 1972, and $1.2 million for
the first six months of 1973. Its current assets wexe $26.9 million
as of June 30, 1973, and its current liabilities were $16.6 million.
It has recently received a 4.9 percent fare increase. Despite the
drop in 1ts earnings during 1973, PSA remains a financially strong
carrierx. : '

5. 4dr Cal has had a history of poor finmancial results of
operations uvntil 1972. During 1971 it sustained an opexating loss
of $1 million, and it had a total shareholders' deficit of $6.7
nillion at the end of that year. In 1972 Air Cal achieved overall
tet income of $728,000, and of $857,000 during the first six months
of 1973. As of the end of 1972 it had total current assets of $3.6
m{llfon and total cuxrent liabilities of $2.1 million. These
improved operating results are in part due to the fact that it has
subleased excess aixcraft to other airlines, including PSA. In
addition to the presence of excess equipment, the basic reasom for
Alr Cal’s overall operating losses has been poovr operating results
ou some of its routes, including the Ontario, Palm Springs, and
San Diego routes. Air Cal's corporate parent, Westgate-Californis
Corporation, is undexgoing recomstitution of its board of directors,
and its financial condition is uncertain. For these reasons, and
Primarily because PSA has wmore cash, a longer record of profitable
operations and successful development of new operating authoxity,
1t is reasonable to conclude that om a comparative basis PSA is in
a stronger financial position than Air Cal. Because PSA bas greater
current assets than Alr Cal, it is better able to absorb the initial

operating losses which can be expected while developing & neW‘:odce
which 1s economically maxginal.

-35-
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6. LGB i{s a mmicipal airport owned by the city of Long Beach.
- It is a moderm, fully equipped, operational airport with facilities
adequate to accommodate the service proposed herein. Its location is
about equidistant between LAX and SNA. Western Airlines has recently
received permission to suspend all service at LGB for three yeaxs.
The city of Long Beach has granted s terminal lease to PSA for its
operations between LGB-SAN, LGB-SFO, and LGB~OAK. In the interest

of noise control, it bas expressly limited PSA's daily opexations to
six on weekdays and eight on weekends. The city has not granted a
texuinal lease to Air Cal. The officfal position of the city in this
reopened proceeding is that it will not grant a lease to Air Cal if
its authority is revised to include SJC/0AK, and that it will not
permit additional flight operations to PSA if its authority is revised
to include SIC/OAK, but that it understands PSA can sexve SJC/OAK
under its present numbexr of flight operatioms.

7. It is well known that both air carrier operations and- ground
traffic conditions at LAX are frequently congested. Aixr Cal is
operating at the maximum numbexr of daily departures and arrivals
permitted under its airport termingl lease froa Orange County. The
institution of daily sexvice between LGB~SJC/OAK could help relieve
congestion at LaX, and such sexvice would be moxe comvenient for
passengers who live in the immediate 1GB service area than to travel
to eithexr LAX or SNA. To the extent tkat such sexvice at LGB is
utilized, congestion at LAX and SNA is relieved in terms of less
demand for available flights at those ailrports, as well as for parking
space and airport terminal sexvices. To the extent these results

occur, they are bemeficial to the public and serve public convenience
and necessity. ' : :
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8. There are significant simflarities between the Ontario-
Bay Area and Long Beach-Bay Area markets, including populatiom,
level of income, quality of airport facilities, and level of air
carrier service, Air Cal's opexations in the ONT-SJC/OAK market
for the first thbree years have not been profitable. Because the.
Ontario and Long Beach markets appear to be similax, it i3 reasonable
to expect that the LGB-SJC/0AK market will not iomediately prove to
be profitable. This expectation 1s supported by PSA's experience in
the Long Beach-San Francisco market.

9. PSA forecasts total LGB-SJC/0AK traffic to be about 115,000
passengers during the fixst year of service. Afr Cal forecasts about
134,000 such passengers, Both forecasts result in substantially
higher load factors for the £irst year of operations than PSA achieved
on its LGB-SFO flights in 1971, during which it carried a total of
151,729 on board passengers resulting in a 43 percent load factor.
During 1972 PSA's load factor for LGB~SFO increased to S1 percent,
and it probably reached the break-even point, Based on the assumption
that PSA and Afxr Cal would achieve only the same load factor in the
LGB~SIC/0AK market that PSA achieved in the LGB-SFO market during fts
first year of operations, PSA would carry total traffic of about
80,000 passengers if it is certificated, or air Cal would ¢arry about
108,000 total passengers if it is certificated. Considering PSA's
actual results in the LGB-SFO market during 1971 combined with
Alr Cal's poor operating results in the Ontarifo-San Jose/Oakland
market, it is reasomable to conclude that at best total LGB-SJC/OAX
traffic will be about 100,000 0D passengers under PSA's proposed
schedule, ox about 120,000 such passengers umder Aflx Cal's proposed
schedule. This estimate is optimistic since it would produce about
a 33 percent average load factor per flight for each carrier, which

1s substantially greater than PSA's f£irst year actual load factor on
the LGB~SFO route. : | '
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10. Under the traffic estimates and load factor results set
forth in Finding No. 9, PSA would approach the break-even point
during the second year of operations. Air Cal would suffer an
operating loss on the xoute for at least two yeaxrs. It is reasomable,
therefore, to consider the LGB-SJC/QAXK route to be economically
marginal for both carriers. -

1l. PSA continues to be a financially stromger carxier than
Alxr Cal. As such it is better able to absorb the initial operating
losses which are likely to occur on the LGB-SJC/OAK route. PSA also
has the ability to substitute a larger capacity Boeing 727 om its .

- fewer LGB-SFO flights which will result if it operates two daily
round trips between LGB~-SJC/OAX. PSA has an airport terminal lease
from the city of Long Beach. On the other hand, Air Cal does not
have such a lease, and Long Beach has stated that it will not agree
to one with Afr Cal. Therefore, certification of Afr Cal would not
pexnit Introduction of LGB~SJC/0AK service for the foreseeable future.
Alx Cal is still absorbing operating losses on its nonstop flights
between San Diego-San Jose. If it was authorized to operate from LGB
and 1f 1t was able to secure an airport terminal lease, it would bave
to absorb the burden of operating losses at LGB in addition to those
it is presently absorbing on its San Diego~San Jose nonstop service,

© This could fuxrther postpome upgrading Sam Diego sexvice to a daily
nonstop level. Finally, Air Cal has been operating the maximum number
of £lights at SNA which are permitted by Orange County with high load
factors on the SNA-SJC route segment for both 1971 and 1972.
Institution of limited LGB-SJC/OAK sexvice, as proposed by PSA, wmay
provide some relief to the traffic pressure which exists on Air Cal's

schedules at SNA. The above factors justify the certif:[cation of PSA
to operate between LGBr-SJC/ OAK Tather than Alr Cal. '
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12. A substantial amount of the LGB-SJC/OAK traffic carried by
PSA will be diverted from flights at LAX operated by PSA and Western,
and from £lights at SNA operated by Afr Cal. During 1971 Aflx Cal
experlenced a decrease in SNA-SFO traffic of about 10 percent, after
PSA commenced its LGB-SFO flights. Both PSA and Air Cal estimated
that Alr Cal could expect to sustain the same level of diversion 1if
PSA instituted LGB-SJC/OAK sexvice. Applying 10 percent to Air Cal's
1971 0&D traffic for 1971 results in an estimate of about 33,785
passengers now using Alr Cal's flights at SNA who can be expected to
use PSA's new service at LGB. This level of diversion would result
in the loss of about $616,000 in gross revenuves after dilution. Net
revenue diversion would be at least $100,000 less, or approximately
$500,000.

13. This revenue diversion fzlls within acceptable l:lm:r.ts for
Air Cal because based on its systemwide operating results for the
first half of 1973, Air Cal can sustain the indirect competitiom
presented by PSA's flights and such diversion without being pléqed
in a deficit operating positiom, because its SNA-SFO traffic has
resumed growing after the initial decline after the introduction of
LGB-SFO operations by PSA, and because its very high load factors on
its SNA-SJC £lights indicate that it {s turn&ng Passengers away at
peak travel times. ‘

14. Upon iInstituting service in the LGB~SJC/OAK market, PSA will
provide service during the morning and evening peak houxs, and one
additional round trip flight on Friday and Sunday. PSA will be
introducing a new service not now available from LGB. PSA bas the
necessary rights under its terminal lease with the city of Long Beach
to commence this new service immedilately. PSA's flights will be at a

lower fare than Air Cal's flights from SNA. This service improvement
will bemefit the public.
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15. Although the level of diversion which Air Cal wmay incur .
from its SNA-SJC/OAK f£flights is acceptable, unlimited sexvice by
PSA on 1its route from LGB could prove disruptive to the development
of an orderly intrastate passenger air network by causing Aix Cal
greater loss of passengers and revenues than appears to be reasonably
expected in light of the experience in the SNA~SFO market after PSA
entered the LGB-SFO market with commuter sexrvice. PSA bhas proposed
two daily round txip flights between LGB~-SJC/OAK on the weekdays,
with a third trip on the weekends. The city of Long Beach bas
officilally stated that it will not increase the number of flight
operations permitted to PSA in its airport terminal lease. In order
to assure that the ixtroduction of sexvice in the new market and the
development of the market proceed on a neasured, controlled basis so
that umecessary, destructive competition in the form of sudden
substantisl increases in the number of flight operations does not
occur; and in- order to protect Air Cal, the public interxest in a
sound intrastate passenger air carrier metwork requires that maximum
flight restrictions be imposed in PSA's certificate of Operating
authority for this route. These restrictions should provide that
PLA operate no more than two daily round txip flights between LGB~
S8JC/0AK seven days each week, provided that it may operate a r.ot:al
of three daily round trxips on Friday, Saturday, and Sunday.

16. We further find with reasonable certainty that the project

invclved in this proceeding will not have a significant effect on the
environment. '

Conglusions of Law

1. ©PSA should be granted a certificate of public convenlence
and necessity in which Route 1l (Long Beach-Oakland) should be revised
t¢ include service between Long Beach and Oakland via San Jose with
t:le restrictions set forth in the order attached hexeto.

' 2. Route 6 (service between Long Beach-San Jose) in Adr Cal's

cextificate of public convenlence and necessity, and restrictions
related thereto, should be deleted.

-40-
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Pacific Southwest Airlines is placed on notice that
operative xights, as such, do not constitute a class of propexty
which may be capitalized or used as an elewment of value in xasce
fixing for any amount of momey 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 holder a full or partial monopoly of a class of basiness. Thbis
wonopoly feature may be modified or canceled at any time by the

State, which is not in any respect limited as to the numbex of
rights which may be given.

IT IS ORDERED that:

1. Air California's certificate of public convenlence and

necessity is amended by incorporating First Revised Page 2 in -
revision of Original Page 2 of Appendix A of Decision No. 80439,

attached hereto and made a part hereof.

2. A cextificate of public convenlence and necessity is
granted to Paclfic Southwest Airlines, a corporation, authorizing

it to operate as a passenger alr carrier , as defined in Sectiom 2741
of the Publlc Utilities Code, between the points and over the routes
set forth in Appendix B, attached hereto and made a part hereof.

3. In providing service puxsuant to the authority graoted by
this oxder, applicant sball comply with the following service

regulations. Fallure so to do may result in a cancellation of the
authoxicy.

(a) Within thirty days after the effective date
of this order, applicant shall file a written
acceptance of the certificate ftanted. By
accepting the certificate applicant is placed
on notice that it will be required, among other
things, to f£ile annual reports of its operatioms
and to comgly with the requirements of the
Commission’'s Genexal Ordexs Nos, 120-~Series and -
129'5621.68. :




.
. . .
‘
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(b) Within one hundred twenty days after the
effective date of this order, applicant :
shall establish the authorized service and
file tariffs, in triplicate, in the
Comnission's office.

The tariff £ilings shall be made effective
not eaxlier than five days  after the
effective date of this oxrder on not less
than five days’' notice to the Coummission
and the public, and the effective date of
the tariff filings shall be concurrent with
the establishment of the authorized service.

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
Geperal Order No. 105-Series.

The effective date of this oxder shall be tﬁéncy days after
the date hereof. - | '

Dated at San. Francisco , California, this o7 ﬁ"" :

day of __ -JANUNDY , 1874.

Commisaionor.J,'P;jVukasin. Jr.,'boing; B
nocessarily absent, did mot participato
in the di5po5sition 0f this proceeding. -




Appendix A AIR CALIFORNIA First Revised
(Dec. 80439) (a corporation) Cancels

Original Page 2

Paige 2

Route 5

Between Palm Springs Municipal Alrport, on the one
hand, ard San Jose Municipal Aixport, Oakland
International Afrport and San Francisco Internatiomal
Alrport, on the othexr hand, with each of the last
three named airports being either a terminal or
intermediate point for this route. Either Orange

Comty Afrport or Ontario Intermatioval Airport ma:
be an intexmediate point for this route. P 4

(No Route 6.)

Between San Jose Municipal Airport and Sacramento
Metropolitan Alrport.

Between Orange County Aixport and Sacramento Metro-

politac Afirport.

Between Orange County Alxport and Sacramento Metro-
politan Adxport via the intexwediate point of
San Jose Municipal Airport.

Between San Diego Intermational Airport and Sacranento
Metropolitan Afrport via the intermediate points of
Orange County Aixrport and San Jose Muniecipal Afxport.

Between Ontario Internmational Airport and Sacramento
Metropolitan Airport via the intermediate point of
San Jose Mumicipal Airport.

Between Pale Springs Afrport and Sacramento Metro-
politan Airpoxrt via the intermediate point of
San Jose Mumicipal Alrport.

.
LY
‘AF‘

Issued by Califormia Public Utilities Conmission.

#Deleted by Dectsion No. _ 82409 , spplications Nos. 50261 and S0381.
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pendix A PACIFIC SOUTHWEST AIRLINES  First Revised Page 1
Dec., 79085) - (a corporation) Cancels

Original Page 1

Pacific Southwest Airlines, by this certificate of public

convenience and necessity is authorized to operate as a passenger air
carriex over the routes listed below:

‘Routes

1. Between San Diego and Los Angeles, Burbank, San Francisco and
Oakland- ‘ ‘

Between Los Angeles and San Francisco and Oakland.
Between Burbank end San Francisco.

Between Los Angeles and San Jose.

Between Los Angeles and Sacramento.

Between Ontario Intermational Alxport and Sam Francisco
International Airport. ‘

Between San Jose Municipal Airport and Oakland Intexpational
Adrport, on the one hand, and Hollywood-Burbank Airport, om
the other hand. '

Between San Diego and Ontario.

Between San Frzmeilsco Interxnatiomal Afirport and Sacramento
Metropolitan Alrport.

Nonstop between Long Beach Alrport and San Diego Intermational
Alxport,

Between Long Beach Adrport and Oakland International Alxport
via intermediate point of San Jose Mumicipal OrXt; RONSTOp
between Long Beach Alrport and San Jose Municipal Alxport;

and nonstop between Long Beach Airport and Oakland Internatiomal
Adxport. :

Nonstop between Long Beach Afxport and San Francisco
International Airport. -

Between Longiﬁeach Airport and Sacramento Metropolitan
via Intermediate point of San Frameisco International Alxpoxt.

Between San Jose Mumicipal Ailrport and San D:f.ego- International
Alxport via intermedifate point of Hollywood-Burbank Adxport.

Issued by California Public Utilities Commission,

#Revised by Decision No. 82409,' Applications Nos. 50261 and 50381,
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Appendix A PACIFIC SOUTHWEST AIRLINES Fourth Revised Page 3
(Dec. 79085) (a corporation) Cancels -
' Third Revised Pa.ge 3

Restrictions

Route 1

T No service of any type shall be opera.ted between any of these five points and
any other points authorized in other routes by the Commission, except through.
service between San Diego and San Jose via Los Angeles, through service between

San Diego and Sacramento via Los Angeles, and the through service suthorized In
Route 19.

Routes 2 and 2

These route authorﬂ.ze.tions are limited to the specific segments of each route,
except for the tacking of Route 3 and Route 9 to provide direct service. between

Burbank and Sacramento via San Francisco as provided in the Restriction on
Route 9.

Route 4

T This route authorization is limited to the specific seg;nent of Route L, except
for through service from San Jose to San Diego via Los Angeles.

Route 5 ' \ :
This route authorization Iis limited to the specific segment of Route 5, except
for through service from Sacramento to San Diego via Los Angeles.

Route 6

1. Passengers shall be transported in efither direction in nonstop service at a
oinimm of twenty scheduled round trips per weck.

2. No nonstop service may be operated between Ontario Internmationsl Afrport (ONT)
and any other points served by Pacific Southwest Airlines under other
authorization with the exception of San Diego.

#Route 7

1. Passengers shall be transported in either direction at a minimm of 'twenty
scheduled round trips per week.

2. This route authorization is limited to the Spcciﬁc segments of Rou'ce 7.
#Route 8.

Paasengers shall be transported in either direction in nonstop service at a
pinimum of five scheduled round trips per week.

#Route

Passengers shall be transported in either direction in nonstop service at a
nirdmum of 20 scheduled round trips per week. All service to Sacramento \
Metropolitan Alrport from any other points already served by Pacilic Southwest
Alrlines must be provided via San Francisco International Alrport, except for

the nonstop service authorized between Los Angeles Intermational Airport and
Sacramento.

Issued by Californda Public Utilities Commission.

ﬂran;é’;rrod from page 4 to page 3 by Decision No. 82409, Applications Nos. 50261
and gl. . ‘
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Appendix A PACIFIC SOUTHMEST ATRLINES , . Fourth Revised Pags b 7

(Dec. 79085) (a corporation) Cancels | ' e
‘ Third Revised Page L

Service between the points authorized on these routes shall not be connected,
combined, or operated in combination with peints or routes previously awthorized,
or with each other except as herein provided. Route 10 may be connected with

Routes 11, 12, or 13 at Long Beach to provide through service to passengers as
follows: :

San Diego - long Beach - Oakland

San Diego -~ Long Beach ~ San Francisco

San Diego - Long Beach - San Francisco (intermediate point per
Route 13) - Sacramento

San Diego ~ Long Beach - Oakland - Sacramento

San Diego = Long Beach ~ San Jose ~ Oakland - Sacramento

The polnts herein authorized must be operated as specified; no over flights of
points authorfzed shall be permitted.

Route 10

Passengers shall ve transported in either direction at & maximum of one
schodwled departure from Long Beach ALrport and one scheduled arrival at
Long Beach Alrport on Monday through Sunday each week.

Route 11

Passengers shall be transported in efither direction at a maximum of two
acheduled departures from long Beach Adrport and two scheduled arrivals

at Leng Beach Afrport on Monday through Sunday each week. One additional
scheduled departure from Iong Beach Airport and one additional scheduled
arrival at Iong Beach Alrport may be operated on Friday, Saturday, Sunday,
and holidays.

Routes 12 and 13

Passengers shall be transported in either direction at a maximm of three
scheduled departures from Long Beach Airport and three scheduled arrivals
at Long Beach Adrport on Menday through Sunday each week for both Toutes
combined. One additional scheduled departure from Long Beach Adrport and
one additional scheduled arrival at long Beach Airport may be operated on
Friday, Saturday, Sunday, and holidays for both routes combined.

Route 14

Service between the points authorized on this woute shall not be connected,
combined, or operated in combination with points or routes previously
authorized. The points herein authorized must be operated as specified; no
over flights of points authorized shall be permitted.

Issued by California Pudlic Utilitdies Commission.
#Revised by Decision No. 82409 » Applications Nos. 50261 and 50381.




