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OPINION 
-~--- .... -

This is an applica~ion by Pacific Southwest Airlines 
(PSA) £or a certi~ica~e o£ public convenience and necessity 
authorizing its operation as a passenger air carrier over a nonstop 
route between San Diego International Airport. (SAN) and San Jose 
Municipal Airport (SJC).. The application is protested by Air . 

California CAC), a passenger air carrier, and is opposed by the. 
CommiSSion staff. Public hearing was held before Administrative 
taw Judge J. E. Thompson at Los Angeles on' July 12 and~13...and on 
August $, 1977. The matter was submitted on briefs filed October 

14, 1977. 
PSA is presently au~horized to operate between SAN and 

SJC via three routes, all of which require stopping a~ an intermediate 
pOint, namely: Los Angeles International Airport (lAX), tong Beach 
Airport (LGB)p a.."ld Hollywood-Burbank Airport. (BUR). It is currently 
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operating ma5 nJ y via BUR with some dire ct nights and conne cting . 
nights via LAX. It does not operate via LGB. AC is authorized 

to operate between SAN and SJC nonstop and on~stop via Orange 
CO"Unty Airport (SNA) or Ontario· International Airport (ONT). It.s 
baSic weekday operation consists of two round trips nonstop~ two 
round trips via SNA, and two round trips via ONT. 

The intense rivalry of: PSA andAC in obtaining passenger 
air carrier authority has been a lawyer'S delight. The history of" 
proceedings involving the routes served by these airlines has not 
necessarily been a long one, but it certainly has 'been active. We 
do not recount. it at length~ but Some background is necessary to 
an understanding of the issues here. 

PSA has been operating as a passenger. air carrier since 
1949. At the time of: the enactment of the Passenger Air carriers 
Act in 1965 it had been providing service between SAN,. LAX, BUR, 

_Oakland International Airport (OA..'f{), alld San Francisco Int.ernat.ional 
Airport (SFO). Immediately thereafter it was granted authority to 
operate between SJC and LAX. It then combined its SJC-LAX route 
with the LAX-SAN· route to provide service between. SJC and SAN via 
LAX. 

AC commenced passenger air carrier operations pursuant 
to a certificate granted on Sep1?ember 20, 196? between SNA and SPO. 

Just before it had initiated that operation~ PSA filed an application 
(No. 49001) r~questing authori ty ~ serve SNA to, and. from $FO,. among 
other POints.lI Before, that application was submitted AC filed an 

There were extended proceedings in this application alld a'number 
of deciSions were issued therein. The final determination waS a 
denial without prejudice. PSA later filed another application 
for authority to serve SNA. Following proceedings therein it 
was determined that there were no longer facilities available to 
PSA at SNA and the application was denied. 
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application (No. 49522) req,uesting a certificate to operate between 
SNA and SJC and between SNA a.."ld OA..T(. Nineteen days later PSA filed 
for the same authority and the hearings were consolidated. 

The end result of those proceedings was to grant~AC the 1 ~ ~ 

routes to SNA and to deny PSA routes to SNA.. 'A reading of the 
several majority opinions, concu.~ing opinions, and. dissents in the 
decisions of those proceedings reflects the viewpOint that competition 
in transportation redounds to the public interest, but in the sh?rt, 
run the fledgling AC could no~ hope to successfully compete with the 
aggressive ·N'ell financed ?SA, and in the long run the publiC would 
benefit if the fledgling were protected at its home base market 
(SNA) u.."ltil it became established and secu...-e. 

The next confrontation6i was when both carriers filed 
applications for routes between BUR and SJC and oetween BUR and OA..~. 

They were both granted the certificates On Ju.."le 11, 1968. AC 
~ operated for less than one,year on those routes and requested its 

Since 1967 these carriers have filed applications, complaints, 
petitions, motion~and other pleadings by the bushel basket.' 
When one ca: .:."ier would apply for a route, the other would, also 
file. We cannot recall of any time in which there were not 
several contested route proceedings before the COmmission 
brought by these ca.-riers. On a number of occasions the matters 
pending were consolidated for prehearing con..f'erence in order to 
establish priorities in ~he sCheduling,of hearings. Almost every 
one of the proceedings involved a multiplicity of filings of 
petitions ~~d motions. In one such instance the COmmission 
issued a procedural order to stop ~"ly further additional amendments, 
motions, or petitions. (D.7S276, 71 CPUC 798.) We cannottbink of 
any proceeding in which the two carriers were adverse Parties Xhere 
a petition for rehearing was not filed by the lOSing p3-~y. I~ is 
probable that route proceedinzs involving these two ca.~iers over 
the past ten years have provided a full workload for one Adnrlnistrative 
Law Judge, one co'1Jl"t, reporter, two staff attorney~ and two other 
staff' cembers. 
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certificate be revoked. That gave some credence t~ the views 
expressed in SOme of the prior opinions, concurring opinion~and 
dissenting opinions that the smaller and weaker AC could not hope 
to successfully compete directly with PSA. This circumstance 
influenced the Commission in latter route proceedings. AC remained 
financially weak for a number of years; indeed there was SOme 
thought by the stockholders that it could not survive when it 
negotiated i:1. December 1969 with PSA for the latter· to acquire its 
ce~ificates. When those negotiations broke off in June 1970 AC 
entered into negotiations with Westgate-California Corp. for the 
sale of its stoCk. That sale was authorized by the Commission on 
March 2~ 1971. The new ownership was not optimistic regarding AC's 
survival because it soon entered into negotiations with PSA to 
merge into the latter. The Commission held little hOpe for .AC's 
survival when it approved the proposed merger on February 23, 

~973.11 Actually, the gloomy forecasts proved.to be erroneous. AC 
-curned the co::-ner from operating loss to operating profit·· in the 
last quarter of 1972. After May 1973 when PSA declined to exercise 
the authority to acquire AC by merger, the fledgling took off to 
successful operations and has been improving its financial condition 
ever since. This has been due in SOme part to the Commission·'s 
policy of apportioning routes among AC and_PSA to permit AC 

• •• '. '. -.... • _ ",,'h_ • ~ 

expansl.on beyond SNA where it would not- be in intensi v~ com..oe* tion 
with the larger trunkline carriers and protecting those routes: so 

The situation at tbis time regarding AC·s financial condition 
and p:-ognostications for its survival, and a descr:7.ption of 
the Co~ssion's policy towards making AC a viable airline in 
the California intrastate network, are described in Pacifie 
Southwest Airlines Aguisition of Air California (1973) 75 
CPuc 1. 
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as to permit. only indirect competition Wit.h. PSA.Y It may be not.ed 
that on most of its routes ?SA compet.es wit.h United Airlines or one 
of the other giant CAB carriers. AC competes only on a few routes 
wit.h Western Air Lines and Continental Airlines on those ca.-riers' 
feeder rout.es. One of the issues presented in this application is 
-whether the time has a..-ri ved wh.en AC no longer needs to be prote cted 

fro~ di.-ect competition With ?SA. 
Another basic issue is whether there is a need for ?SA's 

proposed service. This issue involves a number of considerations, 
one of which is the traffic potential for nonstop service between 
SAN and SJC. As is usual in these cases there were co:c....~icting 

estimates in that regard. One of the estimates was a trend 
analysis made by the staff based upon historical origin and 
destination traffic between the points. To understand the reasons 

.. why we do n~t ad~Pt the st~;t's estimate it is necessary "CO describe 
~ the manner ~ which operat~ons were conducted and the reasons 

therefor. 

As previously, indicated, around 1966 PSA commenced 
transporting passengers between $JC, and SAN via LAX. In' 1965, a.s 
part of its app1ication,£or authority to serv7 tong Beach, AC 
requested au.thority to ope:-ate between SAN and SJC nonstop. At 
about that time PSA began experiencing high load factors on the 
SJC-LAX segment. . It commenced operating n,ights between SJC and 

SAN via BUR. AC' filed a complaint. In hearings'iri .~C's application 
PSA contended that there was no market £o~ nonstop service between 

SAN and SJC, but hardly had the ink dried on the presiding 
o£1"i cer' s proposed report re commending a grant o£ authority, then it 
filed A.5l059 ~equesting nonstop authority between SAN and SJC. 

The manner in ~hiCh the Commission has apportioned routes 
between AC and PSA is described in Pacific Southwest Airlines 
(1975 Unreported) D.S4769 in A.54265. ' 
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On August 6, 1969 the Commission ordered ?SA to cease and desist 
operating the route, SJC-BO'R-SAN. On September 3, 1969 the 
Commission granted AC th.e certoii.'i cate to o~rate between SAN and 

SJC and between SAN and OAK, a minimum of two daily '·ro...md trips. 'On 
February 17, 1970 ?SA was granted authority to operate between SJC 
and SAN via BUR. ' 

Although AC received its certificate in September 1969 
providing for a minimum of two daily nonstop round trips between 
SJC and Slu.~, it. was not unt.il May of 1976 that it achieved 40 
percent of the traffic. However, it was not 'Until April 1976' that 

it initiated two daily round' ~rips between the points. After it 
received the certificate it requested extensions of ti~e in which 

I 

to inaugurate the service,:which were granted. AC had requested 
• I 

that its certificate' be modified to permit it to operate !lights 
.. via SNA. This ~s granted in 1~70 and in November of that year AC 
., commenced a daily one-stop service between SJC and SAN and two 

nonstop nights pel:" week. At that time AC' s financial c?ndi tion ' , 
was very weak.. . ;It -did not have the capital to acquire equipment :for, , 
two daily nonstop' round' -trips nor could it provide any frequency of' 
service with viable load. :factors "Without an operation via an intermediate 
point such as SNA. AC continued that operation~.until, September e, 

I " 

1971 when it instituted one daily nonstop round"trip; howerer, it .'~ 
ceased that operation.in July 1972. The ~~ssion then ordered AC 

. to reinstitute' the one daily nonstop rO'Wld triI> "by December 12,' 1972. 
AC responded tha:t it could not then comply and. requested an extension 
of time. That was granted; however, on May S, 1973 the Commission 
ordered a public hearing to be held to determine whether AC's 
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nonstop certificate should be revoked.' On September 5, 1973, just 
a :f'ewdays prior to prehearing conference in that matter, AC 
resumed one daily nonstop round.trip. In April 1976 AC initiated 
two daily nonstop round triPs.21 

AC's difficulties with respect to providing servi.ce between 
SAN and SJC have been recounted in a number of Commission deciSions. 
BaSically, its problem until April 1976 was one of being' able to 
offer sufficient frequen~ of one-stop service to support the nonstop 
service. Until then the only one-stop'route it had was via SNA. 
It is li!:li ted in the number of daily takeoffs. at SNA ·which resulted 
in S~SJC passengers competing with SNA-SJC passengers for seats on 
those flights. AC's load factors on the SNA-SJC segment were in 
excess of 70 percent and the flights on its SAN-SNA-SJC route were 
virtually booked to capacity by SNA-SJC passengers. That 11: turn 
had an adverse effect upon load factors for nonstop f1igh~s by AC e because of the difficulty 'by passengers of obtaining passage on 
nights during the day which were not nonstop. That circumstance 
was alleviated in !-'!a.rch 1976 when 'AC was granted authority to 
operate .between SJC and SAN via OXt."T. In essence, prior to April 
1976 AC's service was not a desirable one from the passenger's 
point of view, and the use of passenger statistics. for ACwould 
not reflect passenger demand. 

It should be noted that on August 12, 1975 in .D.S4769i:l PSA's 
A.54206 the Commission expressed dissatisfaction with AC's 
service 'between SAN and SJC, and that on November 17., 1975 PSA 
filed A.56075 again requesting nonstop authority between SAN 
and SJC. Also, on March. 23, 1976 the Commission granted AC 
authoti ty to substi t.ute two round- trips per day between -.SAN aild 
SJ'C via ONT tor two round· trips v.ia SNA. Those circums~ces. 
infiuenced AC in the establishment of two nonstop roUlld -trips ' 
i:l April 1976 •. 
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, The situation is somewhat similar in the case of PSA's 
service. 'While it is authorized to transport passenge;:"s between 
SAN and SJC via LGB, it &oes not. do so. It. is limit.ed to 
opera'Cions i'Y :nay perf'or:n at I..GB and becauseo£ th.ose limitations 
does not operat.e the short segment between LGB and SAN. In the 
past, PSA has scheduled only a few direct through night.s between 
SJC and SAN V'ia LAX, and those mainly on weekends and i~ the late 
evening during 'Che week. Its daytime service on weekdays via LAX 

was predominantly a connecting service with. other flights. The 

reason for 'Chis is high load factors on the SJC-LAX route. .Until . 
recently virtually all of PSA'sdirectth.rough 'Weekday service 
between SJC and SAN has been via BUR; however,.· it has encountered 
the same situation on that route as it did on the LAX route. PSA 

suffered a strike during December 1973 and the first part of 1974. 
From April 1974 through V~ch 1.977 there have 'bo.;en only. three 

_:u.a.~rs out of the twelve when ?SA's load factor over the SJC-B~ 
segment has been less than 70 percent. 
turned away on the peak hour flights. 

That means passengers are 
In essence the SAN-SJC 

passengers compete with BUR-SJC passengers for seats on the same 
, . 

nights. 
The restraints upon the free now.of passenger air 

traffiC 'between SAN and SJC described above are reflected in the 
passenger statisti es. Between April 1974. and April 1976 AC 

transported ·between 12,167 and 16,.473 passengers per-quarter, and 
between April 1976 and April 1977 it transported 'between 2.4,635 
and 27,775 passengers per quarter. During the 1974 to 1976 period 
AC averaged a'bout 14, 000 passengers per quarter. Af'te:- ~pr-l1 ~ 976 
when it was able to schedule two ro1Jlld trips via ON'!' and the two 

nonstops p AC averaged a'bou~ 26,000 passengers per q~-ter, or an 
increase of: S6 percent. 
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At the beginning of 1976 ?SA reduced its SAN-SJC connecting 
night operations and changed i t'rS dire ct flights between SAN and SJC 
via BUR to operations W'ith B-727-200 aircraft with 15S seats. Prior 

thereto it operated a number of daily flights with snxaller aircraf't. . 

(:8-7375 or B-727-100). We mentioned above that from April 1974 to. 

April 1977 ?SA· s load factor on the SJC-BUR segment was consiste.nt1y 
bigb., the average over that period. was about 72.9 percent. During 

the 12 months ended March 31, 1977 its load factor on that· segment. 
averaged 71.1 percent. The;in£erence to be derived'is that'when 

?SA made available more seats on it.s direct weekday flights they 

were quickly occupied. 
As we have sta~d, ~he starr·s estimate or potential 

passenger traffic is predicated upon a trend using raW' histOrical 
o & D traffic data between S~~ and SJC for the years 1971 thrOugh 

1976. Even under ordinary cirC'WllS"tances passenger traffic vOlume 
is inf'luenced by the service that is made aVailable so that under 

optimum conditions projections of that type must -oe carefully 
evaluated. In this case, because of' the operational considerations 
described above, a~ :0. time during,that period .until April 1976 
did th.e service offered by eith.er icarrier, and. bo'th of them combined, 
provide the passenger desi.r:L'"lg air transportation between SA.l~ and . 
_SJC 'With anyreasonabl~ ~xp~ctation or obtaining a seat. on a direct. 

I 

flight that would be satisfactory and convenient to him. In oth~'words, 
the service provided did not keep pace with-the-demand. Under such 

circumstances a projection based upon historical passenger ·traf'!'ic' 
has little value in ascertaining the available tra!'fic 
under conditions where operational restraints would be removee. We 
believe that were :?SA to initiate two ~onstop roundtrips pe:- day 
between SAN and SJC as it proposes, that the total nonstop and 

one-stop traffic between those points would be stimulated by at least 
50 percent of the additional seats that would be placed in that-, market. 
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There is no~ any ques~ion of PSA being able ~o do wha~ 
it proposes '1;0 do and that ~b.e operation will add ~o PSA~s profits. 
There also is no~ an.y ques~ion that ~he proposed ope:-ation will 
provide grea~er convenience for ~he passenge:- desiring to t~avel 
between SAN and SJC. In determining whether a proposed airline 
ope:-a~ion should be authorize~ we are required to conSider a number 
of' factors and weigh. them i.."l an evaluation of whe~her ~he proposed 
operation will contribu~e toward the establishment of an orderly, 
efficient,. economical, and healthy.intrastate passenger aiS 
network to the benefit of the people of this State, i~s communities, 
an.d th.e State itself: (Section 2739 of the Public Utilities Code.) 
In making the evaluation here we consider the advantages and 
disadvantages if the authority is granted and if it. is denied. 

If ~he application is granted the SJC-SAN passenger will 
have a better service. Assuming that ?SA will maintain its level eOf service between BUR and SJc, it will afford. passengers traveling 
between those points better opportunity to obtain seats on nights. 
Generally the public benefits from competition .among competing forms 
of tr~"lsportation; some exceptions are wh.en the field is so dominated 
by one competitor that others cannot survive and another is when 
there is such rivalry among the competitors over a single route that 
they divert. resources from other services in attempts to destroy or 
diminish the posit.ion of a competitor on a partieu1ar rou.te, a 
Situation such as PSAshifting its resources from· its BUR-SJC route 
or from its· BUR-SAlt route where it virt.ually enjoys a monopoly 
to the detriment. o£ adequate and convenient services between 

those point~ in ~rder to submerge the SAI.~-SJC route with such 
se::-vice as to drive AC out of t.hat market. We have little 

fear of oither of t.hese ca.-riers diverting resources from other 
routes- Not because the carriers may not. 'Wish to, but. because 
it. is within the jurisdiction of the Commission to issue 
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orders to prevent it. The Commission has already ordered its staff 
to present suggested reasonable rules a.~d procedures for the 

'. ' 

exercise by the Commission of its power under Section 2754 of the 
Public Utilities Code to receive and revise minimum 'schedules at " 
intervals not exceeding one year,. and for prescribing such minimum 

schedules of PSA and AC as terms and condit.ions requi~d bypubl~e 
convenience and necessity for the exercise of the rights granted by 
certificates awarded to passenger air carriers. (D.SS133 of 
November 22, 1977 in A.5229l and A.5344l.) While it is not our 
intention in the ,.exerci,se of that power to impair reasonable 
nexibility which will enable the carriers to sched'Ole flights to . . 
meet ch~~ng public needs,. it is also not our intention to receive 
minimum schedules which provide for a reduction in service on 
routes below the level of service the carrier has held itself out to 
perform and whi ch is lower than the level of adequate sem ce to e meet the requirements of public convenience and necessit~.. When 

the adequacy and dependability of needed passenger air ca.-rier service 
is affected no gamesmanship will be tolerated.. ' 

Another consideration of permitting ?SA to competedi~ctly . 
with AC over this route is a possibility that AC could not effectively 
cope ..n t.h that competition and would be driven from the' SAN-SJ.C 
market. We do not foresee this occu.-ring. AC has had two years of 
being able to provide a superior service in the market,. and i~ has 

been able to obtain and hold· 42 percent' of the traffic even though 
it provides a much lesser percent of the total seats in that ,market • 

. It has had opportunity to entrench itself.. Also,even though PSA 

has a muCh greater identification in SAN than does AC, that is not 
the case at SJC. Out of SJC, ?SA provides servi ce only to' LAX, . LGB, 
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BUR~ 3.."ld SAN. AC provides service to- Lake Taho.e, Sacramento., Fresno-, 
ON!, SNA, Palm Springs,. and SAN eut. o.f $JC. . There is no. denying that 

SJC is an impertant peint o.n AC·$ route structure. SJC a..'1d SNA are 
the hubs ef its service, just as LAX ana· $FO are the principal 
terminals and cennecting points en PSA's route structure.21 A 

diversion o£ tra££ic from AC at SJC would lessen its ability to. 
promo.te and main~n efficiencies in eperatiens through it.s 

principal co.nnecting point o.n its routes. That is ene reaso.n, but 
not t.he o.nly reasen, why the Commission in 1975 denied PSA autherity 
to. eperate nensto.p between SAN and SJC.1i The situation new is 
considerably different than it was in 1974 and 1975. AC has become 
a financially strong carrier. It finally has beceme a viable competitor 
'With PSA in the SAN-SJC market. It has obtained additienal routes to 
SJC, more particularly to.· Lake Tahoe and Fresno. so. that successful 
operat.ien ever its rout.e structure, and more pa..""'ticularly to. and 

Wrom SNA, is not. as dependent upon the SAN-SJC route .. 
We new censider the effects of a denial of this 

applicatien. Unless there are changes in airport cenditions at LGB, 
LAX, and BUR wbi ch 'We presently de· net. foresee, :?SA is providing the 
maximum level of one-step service between SAN and SJC that it can 
efficiently provide.. It is effectively stepped from sched~ing 
addi tienal peak peti:oo schedules to. meet existing and future ne~ds. 
by the public for expeditieus air service between SAN and SJC •.. The 
si tuatien where the BUR-SJC and the tAX-SJC passengers. cempete for 

seats during peak periods with the SAN-SJC passengers ean only beco.me 
worse until all th...""'ee categeries of passengers become so. dissatisfied 

as to. be driven away. PSA's problem is similar but inverse' to what 

Y This matter is discussed fully in D. S4769 in A. 542C6 .. 

ez; Ibid .. 
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e 
was AC's problem on the SAN-SJC route. AC's prime time nonstop 

flights were not acceptable'to the public because of the 
difficulty in getting a .seat at other times on aircraft routed 
via SNA. Passengers will soon avoid PSA"s service' because of the 
difficulty in obtaini . .''lg a sea::. during prime time on fligh.ts 
'between BUR an<i SJC and .between LAX and SJC. A continuance of 

that situation would not only make PSA ~~ ineffective competitor 
in the SAN-SJC mart;et but would also impair its ability to 
provide adequate, dependable, and efficient passenger air service 

between BUR and SJC and possibly between. LAX and $J'C. 
In weighing the advantages and disadvantages to the 

publiC, the balance lea.."'l.s towa.""'d the granting of th.e authority 
sough.t. We do not foresee t.he disaster to AC that it. and the 
statf portend; however, if head-on competition between these 
two carriers will 'be destructive of adequate and. dependable 
passenger air carrier service to the public, it is at this time, 
and on this route pa.-tieu1arly, that we should find. out, 
because the carriers already compete £or SAN-SSe passengers, an~, 

because of the load !actors.on AC's SNA-SJC route, operaticns out 
of SAN a.-e not as vital to AC's successful operations out of SNA as 

they were several years ago. If' the di.-e portents 'Chat PSA will 
drive AC out o.f this :narket actually result, from 3.:l operational 
standpoint it Will affe~ AC much. less than would be the ease on 
other of its routes and. markets. ' 

As we said earlier, the unres'Cricted free flow or 
commerce which results from competition among agencies of 
transportation ordinarily redounds to the public benefit. or 
course, the:-e is no real competition between· a full grown hawk. 
and a fledgling, but i't. can scarcely be main'tained'that AC is a:n.y 

longer a fledgling with respec't. to operat.ions 'between SAN and SJC. 
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Findings 
1. PSA is a passenger air 'carrier with extensive experience 

in the field of air operations in the transportation of passengers 
as a common carrier between numerous poi~ts in California. It is 
currently authorized to conduct operations between SN~ and SJC 
over three routes, namely, via tAX, via BUR, a.."ld via LGB. 

2. BY this application it seeks authority'to operate a 
nonstop service via a direct route with minimum schedules of two 
daily rou."ld trip flights. It proposes to conduct those operations 
wi t.h l5S-passenger 3-727-200 aircrai't. 

3. PSA has the insurance coverage and the financial ability 
to initiate a.."ld maintain the proposed operation. 

4. The only other passenger air carrier servi ce be't;,ween SAN 
- and 'SJC is performed by AC which is authorized a.."ld does o:~rate 

," 

between the points over the following routes: ~ria nonstop direct, e via SNA, and via ONT. 
5. PSA initiated service between SAN and SJC in about 1966 

via LAX. It shifted to providing service 'between SAN and SJ'C via 
BUR in 1965 because,of load factors on the LAX-SJe route. 

6. PSA commenced operations between LGB a."ld SFO anC: between 
LG,B and SAN in 1970 pursuant to a certiiicate awa...'"'dedby the 
Commission. In 1974 it was awa.-ded a certificate to operate 
between LGB and SJc/O~~. The city of tong Beach prescribed a 
maximum number of 6 total daily ,operations by PSA at ,tGB, and the 
Commission lim.i ted ?SA's certificate accordingly.Y Those limitations,' 

~ Al~lications of Pacific Southwest Airlines and Air r~lifornia 
'c 74) 76 ePUe 355. 
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together with the volume of traffic between LGB and o~her points~ 
preclude PSA from offering service between SAN and SJC via LGB. 
In fact, PSA nO longer operates between LeB and SAN. 

7. Since April 1974 PSA's direct one-stop flights between 
SAN 3."ld SJC have ranged i'::'Qm SO to 110 per week. Most of the 
weekday and peak hour flights have been via SUR. During t.he 
period April 1, 1974 to March 31, 1977 the load 'factor of PSA's 
flights between SSC ~"ld BUR averaged about 72.9 percent. In 
April 1976 PSA provided more sea~s on direct. flights between SAN 
and SJC 'by substi-t;,ut.ing B-727-200 aircrai"t for smaller aircraft 
without any significant diminishing of load factors on the. SJC-BUR 

segment. ?SA has operated many more nights between SJC and LAX 
than between SJC and BUR. During the period April 1, 1974 to 
March 31, 1977 the load factors on PSA's flights between SSC and 
LAX averaged about 62.6 percent. e S. Even though pSA haS maintained a high frequency of' 
service between SJC and SAI.'l', between SJC a.."ld BUR, a.."ld .between SJ'C 

and LAX, it bas not been able to accommodate the public de~"ld for 
service during peak hours between those points by reason of the 
volume of traffic on the SSe-BUR and SJe-LAX segments during those 

peak times-
9. Until April 1976' AC's airline servic~ between SAN and 

SJC was inadequate and "I.lnattractive to. the public. 'When in April 
1976 AC Nrouted two or its one-stop round trips between SAl."l'" and 

SJC from the SNA route to the ONT route and' increased the n:umber 
of daily round" ~rip nons~op flights from one ~o two, its traffic 
increased by $6 percent. 

10. A projection oi' po'tential tra.f:f'ic betwe.en SAl, and SJC 
based upon a trend of the number or passengers ~ra.nsported. by PSA 
and AC during the historical period 1971 through March 1977 without 
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adjus~me~~s ~o ~eflec~ ~he circ~~tances rela~ed in Findings 5 
through 9 above is inadequate ~~d ~~eliable. 

11. If ?SA provides a :ninimu:n of t:..ro nonstop !"'ou..",d trips 
daily between S~~ ~~d SJC as it p~pose$ during traffic peaks. 
it will open up sea~s for additional ~raffic on PSA's SJC-BUR 
and. SJC-LAX routes, ~~d will i~~-ease the total 0 & D traffic 
between S~V a~d SJC by at least 50 percent of the additional 
sea~s that it places in -:.hat. ll:.arket.. It is a needed. ser'lJ'ice. 

12. AC is in a strong a~d healthy position both !ina.~cially 
a=.d with respec't. to routes to and from SJC. !t has had ~asonab1e 
a~d. sufficient opportu..",ity to develop ~~d. entrench itself in the 
SAN-SJC m~ket a",d it has done so. :t tra",s~or-~ over 40 perce~t 

A ~ '" 

of the traffic, between those points even though it offers muc~ 
less tha.", that percentage of seats in tr..at market. It is~ ~"ld. 

should continue to be. a viable cO!':lpeti tor with ?SA £0:' traffi·c 
between SA..~ a.",d SJC. If ?SA institutes nonstop opcra:tions between 

SAX a.."l.c. SJc.::. ts proportionat.e share of that ~ket rill inc::-ease 
by reason of tha~ new service; however. ?~y dive~zio~ ot passe~g¢rs 
from AC·s opera~ion should not be signific~~~. 

13. The operation of nonstop nights by PSA be~ween SAJ.'J a::c. 
SJC ~11 not or~y provide a needed service but 'Hill als~ enable 
~hat ca.-rie: to conduct mOre economic~l ~~d efficient operations~ 
including t.he more efficient. l;.se of fu~l. between sse. on the one 
hand,. and LAX. BUR. a.",d: SAN. on t.he other hand; a."ld will cont.ribute 
towa...-ds a..", orde~ly. efficient.. econornic.:U.. a.~d healt.hy int.rast.a.~e 

passe!'lger air network to the benefit. of the people o~ ~his S~ate. 
its cO~~"lit.ies, ~",d t.he St.ate itself. 

14 .. , PSA now conduct.s operat.ions with B-727-200 aire:a!t .at 

SJC and SA~a~d there a:e a number of ot.her ca.-riers that operat.e 
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_hat aircraft and larger jet aircraft at those airports. PSA and 

the other carriers now may increase operations at those airports 
without authority of this Co::m::lission. The authorization of the 
operation proposed by PSA will not have any signi:f'icant effect 
upon the environment. 

'15. Public convenience and necessity require the op~ration 
by PSA as proposed in ~his application., 

16. In order to facilitate the printing a.."ld distribution of 
'the summer timetables 'the order should be made effective on the 
date hereof. , 

We conclude that the application should be granted. 
?SA is placed on notice that operative rights, as such, 

do not constitute a class of property whi.ch may be capitalized or 
used as a.."l element of value in rate fixing for any amount of 
money in excess of that o:-iginally paid to the State as, the 
consideration for the grant of such rights. Aside from their pu.~ly 

4IfermiSSive aspect, such rights extend to the holder a full or 
partial monopoly of a class of business. This monopoly featu.-e 
may be ::edified or canceled at: a."ly time by the State, which is 
not in any respect limited as to the number of rights which may 
be'given. 

ORDER -- ...... ..-. - -.. 

IT !S ORDERED that: 
1. A certificate of publiC convenience and necessity is 

gra.."l.ted to Pacific Southwest Airlines, a corporation, authorizing, 
it to operate as a passenger air carrier, as defined in Section 
2741 of the Public Utilities Coe.e, over a direct nonstop route 
be~ween S~'"l Diego Interna'Cional Airport a!ld San Jose Municipal 
Airport. 

2. Appendix A of Decision No. 790$5, as amended, is 
further amended by inco=po~atingtherein Eighth Revised Page 2 
att.ached hereto, and by ,this reference :aade a part hereof. e :3 • The motions by Ai:- California for dismissal and for a 
proposed report are denied. 
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4. PSA and Air california are ~o repo~ ~o the Commission 
each month the prior month's load factors on a dar-to-day basis 
between San Diego and San Jose. The Commission will expect that 
night schedules will be arranged so· that the overall load 
factors between ~ Diego a~d San Jose will remain compens~tory 
for each ca::ier. 

5. In p:oviding service pursUant to the authority 'granted oy 
this order, applicant. shall comply with. the following service 
regula'tions. Failu...~ so to do may result in a cancellation of the 

authority. 
(a) 

(0) 

(c) 

Within thirty days after the effective 
date of this oreer, applicant shall 
file a w.::-i tte:~ acceptance of the 
certificate granted. By accepting the 
certificate applica~t is placed on 
notice that it will be ~qu.ired, among 
other t~~gs, to file a~ual reports 
of its operations and to comply with 
the requirements of the COmmission's 
General Orders Nos. 12o-Se!"'ies a.~d 
l;29-Series. 
Wi thin one hu..~d:ed twenty days after 
the effective date of this order~ 
applicant shall establish the authorized 
service and file tariffs, in triplicate, 
in the Commission's office .. 
The tariff filings Shall. be made 
effective not earlier tha.~ five days 
after the efi'e.cti ve date of this order 
on not less tha~ five days' notice to 
the Commission and the public, and the 
effective date of the tariff filings 
shall be concu.""l"ent with the 
establishment of the authorized service. 
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(d) The tariff filings :nade pur$~'1~ to this 
order shall comply with the regula~ions 
governing the cons'C::"Uction ane. filing of 
tariffs set fo~h in the Co~~ssion·s 
General O:-der No .. l05-Series...... , ~ 

""""e o.~~b. .. ' '" ~", .. ", o·~ ....... o-':e #...... t" Ii, oiiqn 1 ~ • ... ,a ~ .... _c,,::.v .... 1.4 ..... " .... ' ... ,,=.loS ..... r":.·,, d i 'J .. Itl' Y -.,;_ 
-~ ... ~ ...... 'Che da~e h.ereof .. 

Da~d at &Q Fnmd., • California.· this I~ z;L 
day of MAY • 1978. 



A~pendix A e (Dee. 7908S) 
PACIFIC samn .. "ES'! AIRLINES 

(a corpora1:1on) 
Eighth R~v1sed Page 2 
Cancels 
Seventh Revised Page 2 

Routes (ContiftUed) 

19. Be~en San J)iego International Ait'})ort and Sacramento Metropo11t.an Airp-ort 
via interme<11ate point of Ooa.kland Metrop¢litan 'International Airport.. . 

20. :Betveen San Diego International Airp-ort .and Sacramento Metropolitan Airport 
via-intermedi.te point of Hollywood-Burbank Airport. 

:21. !etveen San t>leso International Alrp<>rt .and Sacramento Metropolitan Airport: 
via intermediate points of Hollywood-Burbank Airport .and Oakland ~~trop¢11t«n 
International Airport. 

22. Beeween San FranCisco International Airport: and Los Angeles International 
Airport via Stockton ~~tropo11tan Ai~ort and Fresno Air Terminal. with San 
Fr.nc1sco Intern4tional Airport and/or Los Angeles International A1r~rt 
being A termin.\l point on the route and with St~kton ¥.ecropo11can A1~rt 
and/or Fresno Air terminal being served 4S intermediate pOints or as a 
terminal point on the rouce; and vith' the right to conduct direct and/or 
connecting service to San Dieso International A1~ort from the Los Angeles 
InternAtional Airport. and to SacrUlento Y.etrO})ol1t.an Airport from the 

23. 

San FranCisco Ince~ational Airport. 

Be:ween San Francisco International A1~rt and San Diego Internation.al Airport 
via Stockton Y.etr~olican Airport and Fresno Air Tercinal. with San Francisco 
Internation&l Airport &nd/or San Diego International Airp¢rc being a te~i~l 
point on the route and with Stockton Y~tr~olitan Airport and/or Fresno A1r 
Terminal being se1:Ved as intermediate points or as a terminal point on the 
t'oute ... 

24.. Betveen Lake Tahoe A!rport. on the one hand p &nd Sacramento Metropolit.an 
Airpore, San Francisco International Airport,. Hollywood-~urb_nk A1l:port, 
!..os Angeles Intern.ationAl Airport and San :Diego International Airport,. 
on the other hAnd. vith each of the last five named airports. being either 
a terminal or intermediate point for this route. 

25. Betveen San FrancisCO International Aitport And Los Angeles Intern.ation.al 
Airport via lI.onterey Peninsula Airport:,. vith San FranCisco< Intetn.at1onal 
A1l:port and/or Los Angeles Internationd Airport being .. tel:'minal point 
on the route and vith Monterey Peninsula Airport being served as an inter-
~ediate point or as .. terminal point on the route. . 

.;,26. Nonstop be~en San Diego Interna.1:1onal A1rport and San Jose ~unicipal Airport. 

C<:mzI1ssion. ~ Issued by California Public Vt11ities 

#ddded by DeCision No •• 88853 • App-l1C&tion No. 57064. 


