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Decision No. 8&5& MAY 16 1978 UL
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA :

Application of Pacific Southwest Airlines )

for a certificate of public convenience Appllcation No. 57064
and necessity to provide nonstop passenger (Filed Fedruvary 7, 1977)
air service in elther direction between .

-

Brownell Merrell, Jr., Attormey at Law,
for applicant.

Graham & James, by Boris H. Lakusta and
David J. Marchant, Attorneys at Law,
Tor Air Califormia, protestant.

Thomas F. Grant, Attormey at Law, for

the Commission staff.

OPINION

This is an application by Pacific Southwest Airlines
(PSA) for a certificate of public convenience and necessity
authorizing its operation as a passengef air carrier over a nonstop
moute between San Diego Intermational Airport (SAN) and San Jose
Municipal Airport (SJC). The application is protested by Air
Califormia (AC), a passenger air carrier, and is opposed by the
Commission staff. Public hearing was beld before Administrative
Law Judge J. E. Thompson atv Los Angeles ow July 12 and-13 -and on.
Avgust 8, 1977. The matter was submitted on driefs filed October
1k, 1977.

PSA is presently authorized to operate between SAN and
SJC via three routes all of which require stopping at an intermediate
point, namely: Los Angeles International Airport (LAX), Long Beach
Airport (LGB), and Hollywood-Burbank Airport (BUR). It is currently
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operating mainly via BUR with some direct flights and copnecting
flights via LAX. Tt does not operate via LGB. AC is authorized
to operate between SAN and SJC nonstop and one—stop via Orange
County Airport (SNA) or Ontario International Airport (ONT). Its
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 and AC in obtaining passenger
air carrier authority has been 2 lawyer'sdelight. 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. o |

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,

@Cxland International Alrpors (0AX), and San Francisco Iaternational
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 pursﬁant
to a certificate granted on September 20, 1966 between SNA and SFO.
Just before it had initiated that operation, ?SA filed an application
(No. 4900L) requesting authority to serve SNA to and from SFO, among
other points.l Before, that‘appllcatlon was submitted AC fmled an

1/ There were extended progeedings in this applicatior and a -number
of decisions were issued therein. The final determ¢nat¢on was a
denial without prejudice. PSA later filed another application
for authority to serve SNA. Tollowing proceedings therein it
was determined that there were no longer facilities avazlable to
PSA at SNA and the application was denied.
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application (No. 49522) requesting a certificate to operate between
SNA and SJC and between SNA and OAX. 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
routes to SNA and %o deny PSA routes to SNA. A reading of the |
several majority opinions, concurring opinién& and dissents in the
decisions of those proceedings reflects the viewpoint that competition
in transportation redounds to the public interest, but in the short
run the fledgling AC could nov hope to successfully compete with the
aggressive well financed PSA, and in the long run the public would
benefit if the fledgling were protected at its home base market
(SNA) until it became established and secure. |

The next confrontatio 2 was when both carriers filed
applications for routes between BUR and SJC and between BUR and OAX.
They were both granted the certificates on June 11, 1968. AC
operated for less than one year on those routes and requested its

2/ Since 1967 these carriers have filed applications, complaints,
petitions, motions, and other pleadings by the bushel basket.
Waen one carrier would apply for a route, the other would also
file. We caanot recall of any time in which there were not
several contested route proceedings before the Commission
brought by these carriers. On 2 number of occasions the matters
pending were consolidated for prehearing coanference in order to
establish priorities in the scheduling. of hearings.  Almost every
one of the proceedings ianvoelved a multiplicity of f£ilings of
petitions and motions. In one such instance the Commission
issued a procedural order to stop any further additional amendments,
motions, or petitions. (D.78276, 71 CPUC 798.) We cannot think of
any proceeding in which the two carriers were adverse parties where
a petition for rehearing was not filed by the losing paxrty. It is
probable that route proceedings involving these two carriers over
the past ten yearshave provided a full workload for one Administrative
Law Judge, oxne court reporter, two staff attorneys, and two other
staff members. '




certificate be revoked. That gave some credence tO the views
expressed in some of the prior opinions, concurring opinions;and
dissenting opinions that the smaller and weaker AC could‘hot‘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 in December 1969 with PSA for the latter to acquire its
certificates. When those negotiations broke off in June 1970 AC
entered into negotiations with Westgate-Californifa 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.
xerge into the latter. The Commission held little hope for AC's
survival when it approved the proposed merger on February 23,

‘1973 2 Actually, the gloomy forecasts proved to be erroneous. AC

vurned the cormer 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 apporvioning routes among AC and PSA to permit AC
expansion beyond SNA where it would not- be in intensive competition

- with the larger trunkline carriers and protecting those routes so

3/ The situation at this time regarding AC's financial condition
and proggospzcations for its survival, and a description of
the Commission’s policy towards making AC a viable airline in
2he galzfoigzi intrastate anetwork, are described(in Pacifie
Southwest Airlines Acuisition of Air Caldiformia. (197
CPUC L. \
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as to permit only indirect competition with_PSAgé/ It may be noted
that on most of its routes PSA competes with United Airlines or one
of the other giant CAB carriers. AC competes only on a few routes
with Western Air Lines and Continental Airlines on those carriers’
feeder routes. Ome of the issues presented in this application is
whether the time has arrived when AC no longer needs to be protected
from direct competition with PSA.

Another basic issue is whether there is a need for PSA'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 cow”lzctlng
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
wﬁy we do not adopt the staff's estimate it is necessary o describe
the manner in which operations were conducted and the reasons |
therefor. _

As previously indicated, around 1966 PSA commenced

ransporting passengers between SJC. and SAN via LAX. In 1968, as
paxrt of its application -for autkority %o serve Long Beach, AC
requested authority o operate between SAN and SJC nonstop. At
about that time PSA began experiencing high load factors on the
SJC~-LAX segment. It commenced operating flights between SJC and
SAN via BUR. AC filed a complaint. In hearings in AC's application
PSA contended that there was no market for nonstop service between
SAN and SJC, but hardly had the ink dried on the presiding
officer's proposed report recommending a grant of authority, then it
filed A.51059 mequesting nonstop authority between SAN and SJC.

4/ The manner in which the Commission has appo*tzoned route
between AC and PSA is described in Pacific Southwes* A1r11nes
(1975 Unreported) D.84769 ia A.54206.
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On August 6, 1969 the Commission ordered PSA to cease and desist
operating the route, SIC~BUR-SAN. On September 3, 1969 the
Commission granted AC the certificate to operate between SAN and
SJC and between SAN and OAK a minimum of two daily round trips. On
February 17, 1970 PSA was granted authority to operate between SJIC
and SAN via BUR. |
though AC received its certificate in Septenmber 1969
providing for a minimum of two daily nonstop round trips between
SJC and SAN, it was not until May of 1976 that it achieved 40
percent of the traffic. However, it was not until April 1976 that
it initiaved two daily round trips between the points. After it
received the certificate it requested extensions of time in which
to inaugurate the sgrvice,éwhich were granted. AC had requested
that its certificate be modified to permit it to operate flights
via SNA. This was granted in 1970 aad in Novemdber of that year AC
.commenced a daily one-stop servﬁ.ce between SJC and SAN and two
nonstop flights per week. At that time AC's financial cpnditioﬁv
was very weak. .:It did not have the capital to acquire equipmenﬁ foﬁ
two daily nonszop'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»phtil_Septgmber 8,
1971 when it instituted one daily nonstop round. trip; however, it,i
ceased that operation in July 1972. The Commission then ordered AC
- to reinstitute the one daily nonstop round trip by December 12, 1972. |
AC responded that it could not then comply and requested an extension '
of time. That was granted; however, on May 8, 1973 the Commission
ordered a public hearing to be held to determine whether AC's |

i
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nonstop certificate should be revoked. On September 5, 1973, just
a few days prior to prehearing conference in that matter, AC
resumed one daily nonstop round trip. In April 1976 AC initiated
two daily nonstop round trips.< o '

AC's difficulties with respect to providing service between
SAN and SJC have been recounted in a number of Commission decisions.
Basically, its problem until April 1976 was ome of being able %o
offer sufficient frequency of ome=stop service to support the nonstop
service. Until then the only one-stop route it had was via SNA.
It is limived in the number of daily takeoffs at SNA which resulted
in SAN-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 Llights on its SAN-SNA-SJC route were
virtually booked to capacity by SNA-SJIT passengers. That in turn
had an adverse effect upon load factors for nonstop flights by AC
because of the Aifficulty by passengers of obtaining passage on
flights during the day whick were not nonstop. That circumstance -
was alleviated in March 1976 when AC was granted authority to

_operate between SJIC and SAN via ONT. 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 AC would
not reflect passenger demand.

5/ It should be noted that on August 12, 1975 in D.8L4769 in PSA's
A.54206 the Commission expressed dissatisfaction with AC's
service bYetween 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
authority to substitute two round trips per day between SAN and
SJC via ONT for two round trips via SNA. Those circumstances .
influenced AC in the establishment of two nonstop round trips
in April 1976. : |
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. The situation is somewhat similar in the case of PSA's
service. While it is authorized to transport passengers between
SAN and SJC via LGB, it does not do so. It is limited to |
operatvions it may pexrform at LGB and because of those limitations
does not operate the short segment between LGB and SAN. In the
past, PSA has scheduled only a few direct through flights between
SJC and SAN via LAX, and those mainly on weekends and in the late
evening during the week. Its daytime service on weekdays via LAX
was predominantly a connecting service with othexr flights. The
reason for this is high load factors on the SJC~LAX route. Until
recently virtually all of PSA's direct through weekday service

tsween 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 March 1977 there have buen only three
varters out of the twelve when PSA's load factor over the SJC~BUR
segment has been less than 70 percent. That means passengers are
turned away on the peak hour flights. In essence the SAN=SJC
passengers compete with BUR-SJC passengers for seats on the Same
flights. | ’

The restraints'upon the free flow of passenger air

traffic between SAN and SJC described above are reflected in the

‘passenger statistics. 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 24,635
and 27,775 passengers per quarter. During the 1974 to 1976 period

" AC averaged about 14,000 passengers per quarter. After April 1976

I

when it was able to schedule two round trips via ONT and the two
nonstops, AC averaged about 26,000 passengers per qparter, or an
increase of 86 percent. -




At the beginning of 1976 PSA reduced its SAN=-SJC comnecting
flight operations and changed its direct flights between SAN and $JC
via BUR to operations with B~727-200 aircraft with 158 seats. Prior
thereto it operated a number of daily flights with smaller aircraft
. (B~737s or B~727~100). We mentioned above that from April 1974 to
Apxil 1977 PSA's load factor on the SJC~-EUR segment was consistently
high, the average oOver that period was about 72.9 percent. During
the 12 months ended March 31, 1977 its load factor on that segment
averaged 71.l1 percent. Thé;inférence to be derived is that'whén‘

PSA made available more seats on Lts direct weekday flzghzs they
were quickly occupied.

As we have stated, the staff's estimate of potential
passenger traffic is predicated upon a trend using raw historical
0 & D traffic data between SAN and SJC for the years 1971 through
1976. Even under ordinary circumstances passenger traffic volume
is influenced by the service that is made available so that under
optimum conditions projections of that type must be carefully
evaluated. In this case, because of the operationai considerations
described above, at no time during that period until April 1976
did the service of*ered by either'carrinr, and both of them combined,
provide the passenger desiring air transportation between SAN and
SJ¢ wiih any reasonable expectation of obtaining a seat on a direct
flight that would be satisfactory and converient to him. In othes ‘words,
the sexrvice provided did not keep pace with- the demand. Under such
circumstances a projection based upon historical passenger‘traffic'
has little value in ascertaining the available traffic
under conditions where operational restraints would be removed. We
believe that were PSA to initiate two nonstop roundtrips pexr day
hetween SAN and SJC as it proposes, that the total nonstop and
one~-stop traffic between those points would be stmmn¢ated by at least
50 pexrcent of the additional seats that would be placed in that markes.
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There is not any question of PSA being able to do what
it proposes to do and that the operation will add to PSA's profits.
There also is not any question that the proposed operation will
provide greater convenience for the passenger desiring to travel
between SAN and SJC. In determining whether a proposed airline
operation should be authorized we are required vo consider a number
of factors and weigh them in an evaluation of whether the proposed
operation will contribute toward the establishment of an orderly,
efficient, economical, and healthy intrastate passenger air

‘network to the benefit of the people of this State, its communities,
and the State itself. (Section 2739 of the Public Utilities Code.) -
In making the evaluat tion here we consider the advantages and
disadvantages if the authority is granted and if it is denied.

If the applmcat;on is granted the SJC-SAN passenger will
have a better service. Assuming that PSA will maintain its 1evel

.of service between BUR and SJC it will afford passengers traveling
between Those points better opportunmty +0 obtain seats on flxghzs.
Generally the public benefits from competition among competing forms
of transportation; some exceptions are waen the field is so dominated
by one competitor that others cannot survive and another is when
there is such rzvalry among the competitors over a Single route that
they divert resources from other services in attempts 0 destroy oxr
diminish the position of a competitor on a partlcular route, a ,
situation such as PSA-shifting its resources from its BUR~-SJC route

or from its BUR-SAN route where it virtually enjoys a monopoly
to the detriment of adequate and convenient services between
those points in oxder to submerge the SAN-SJC route with such
service as to drive AC out of that market. We have little
fear of either of these carriers diverting resources from other
routes. DNot because the carriers may not wish to, dut becauﬁe
it is within the jurisdiction of the Commission to issue




orders to prevent it. The Commission has already orderedxi:S‘staff'
TO present suggested reasonable rules and 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 prescriding such minimum
schedules of PSA and AC as terms and conditions requi:ed:by;public
convenience and necessity for the exercise of the rights granted by
certificates awarded to passenger air carriers. (D.88133 of
November 22, 1977 in A.52291 and A.53441.) While it is not our
intention in the-exercise of that power vo impair reasonable
flexibility which will enable the carriers to schedule flzghxs o
meet changing public needs, it is also not our intention t¢.receive
minimum schedules which provide for a reduction in service on
.routes below the level of service the carrier has held 1tse1f‘out to

perform and which is lower than the level of adequate service to

meet the requirements of public convenience and necesszty. When
the adegquacy and dependability of needed passenger air carrier se*vice
is affected no gamesmanship will be tolerated.

Another consideration of peramitting PSA to compete d-rectly
with AC over this route is a possibility that AC could not effectively
cope with that competition and would be driven from thefSANLSJC‘
market. We do not foresee this occurring. AC has had two years of
being able to provide a superior service in the market, and it has
been able to obtain and hold- 42 percent of the traffic even though
it provides a much léesser 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, PSA provzdes sexrvice only o LAx, ‘LGB,
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BUR, and SAN. AC provides service to Lake Tahoe, Sacramento, Fresno,
ONT, SNA, Palm Springs, and SAN out of SJC. .There is no denying that
SJC is an important point on AC's route structure. SJC and SNA are
the hubs of its service, just as LAX and SFO are the principal
terminals and connecting points on PSA's route structure. A
diversion of traffic from AC at SJC would lessen its ability o
promote and maintain efficiencies in operations through its
principal connecting point on its routes. That is one reason, but
not the only reason, why the Commission in 1975 denied PSA authority
t0 operate nonstop between SAN and SJC.7 The situwation now is
considerably different than it was in 1974 and 1975. AC has become
a financially strong carrier. It finally has become a viable competitor
with PSA in the SAN-SJC market. It has obtained additional routes to
SJC, more particularly to Lake Tahoe and Fresno so that successful
operation over its route structure, and more pa:tiéularly to and
.f.rom SNA, is not as dependent upon the SAN-SJC route.

We now consider the effects of a denial of this
application. Unless there are changes in airport conditions at LGB,
LAX, and BUR which we presently do not foresee, PSA is providing the
maxizmum level of one-stop service between SAN and SJC that it can
efficiently provide. It is effectively stopped from scheduling
additional peak period schedules to meet existing and future needs
by the public for expeditious air service between SAN and SJC. The
situation where the BUR-SJC and the LAX-SJC passengers.compéte for
seats during peak periods with the SAN-SJC passengers can only hecome
worse until all three categories of passengers become S0 dissatisfied
as to be driven away. PSA's problem is similar but inverse to what

6/ This matter is discussed fully in D.84769 in A.54206.
®/ .
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was AC's problem on the SAN-SJC route. AC's prime time nonstop
flights were not acceptable to the public because of the =
difficulsy in getting a seat at other times on alreraft routed
via SNA. Passengexrs will soon aveid PSA's service because of the
difficulty in obtaining a sear during prime time on flights
between BUR and SJC and between LAX and SJC. A continuance of
that situation would not only make PSA an ineffective competitvor
in the SAN-SJC market bdut would alse impair its'ability o
provide adequave, dependable, and efficient passenger air service
between BUR and SJC and possibly between LAX and SJC.

In weighing the advantages and disadvantages to the
public, the balance leans toward the granting of the authority
sought. We do not foresee the disaster to AC that it and the
staff 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 particularly, that we should find out,
because the carriers already compete for SAN-SJC passengers, and,
because of the load factors on AC's SNA-SJC route, operatiens out
of SAN arenot as vital to AC's successful operations out of SNA as
They were several years ago. If the dire portents that PSA will
drive AC out of this market actually result, from an operational
standpoint it will affect AC much less <han would be the case on
other of its routes and markets.

As we said earlier, the uarestricted free flow of
commerce which results from competition among agencies of
transportation ordinarily redounds to the public venefit. Of
course, there is no real competition between a full grown hawk
and a fledgling, but it can scarcely be maintained that AC is any
longer a fledgling with respect to'operations between SAN and SJC.




Firndings

1. PSA is a passenger air carrier with extensive expefience
in the field of air operations in the transpo:ﬁation of passengers
as a common carrier between numerous points in California. It is
currently authorized to coaduct operations between SAN and SJC
over three routes, namely, via LAX, via BUR, and via LGB.

2. 3By this application it seeks authority to operate a
nonstop service via a direct route with minimum schedules of two
daily round trip flights. It proposes to conduct those operations

wh 1l58-passenger 3~727-200 aircraft.

3. PSA has the insurance coverage and the flnanczal abmlxty
to initiate and maintain the proposed operation.

L. The only other passenger air carrier service be tween SAN

“and ‘SJC is performed by AC which is authorized and does operate
between the points over the following routes: -ria nonstop direct,
@ - SNA, and via ONT.

5. PSA initiated service between SAN and SJC in aboux 1966
via LAX. It shifted to providing service between SAN and SJC via
BUR in 1968 because of load factors on the LAX-SJC route.

6. PSA commenced operations between LGB and SFO and between
LGB and SAN in 1970 pursuant %o a certificate awarded by the
Commission. In 1974 it was awarded a certificate TO operate
between LGB and SJC/0AX. The city of Long Beach prescxribded a
maximum number of 6 total daily operations by PSA at LGB, and the
Commission limited PSA's certificate accordinglyagf Those limitations,

8/ Applications of Pacific Southwest Airlines and Air California
R I T T
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together with the volume of traffic between LGB and other points,
preclude PSA from offering service between SAN and SJC via LGB.
In fact, PSA no longer operates detween LGB and SAN.
7. Since April 197L PSA's direct one—Stop flights between
SAN and SJC have ranged from 80 to 110 per week. Most of the
weekday and peak hour flights have been via SUR. During the
period April 1, 1974 vo March 31, 1977 the load factor of PSA's
flights between SJC and BUR averaged about 72.9 percent. In
April 1976 PSA provided more seavs on direct flights vetween SAN
and SJC by substituting B-727-200 aircraft for smaller aircraft -
without any sigaificant diminishing of load factors on the SJC-BUR
segment. PSA has operated many more flights between SJC and LAX
than between SJC and BUR. During the period April 1, 1974 o
March 31, 1977 the load factors on PSA's flights between SJC and |
LAX averaged about 62.6 percent. |
8. Even though PSA has maintained a high frequency of
service between SJC and SAN, detween SJIC and BUR, and between SJC
and LAX, it has not been able ©o accommodate the publicAdehand for
service during peak hours between those points byvreasqn‘of the
volume of traffic on the SJC-BUR and SJC-LAX segments during those
peak times. : S R
9. TUntil April 1976 AC's airline service between SAN and
| $JC was inadequate and wnattractive to the public. When in April
1976 AC rerouted two of its one-stop round trips between SAN and
SJC from the SNA route to the ONT route and increased the number
of daily round ¢rip nonstop flights from one to two, its traffic
increased by 26 percent. ' ' o
10. A projection of povential traffic between SAN and SJC
based upon a tread of the number of passengers vransported by PSA
‘and AC during the historical period 1971 through March 1977 without
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adjustments to reflect the circumstances related in Findings
through 9 above is inadequate and unreliable. '

1l. If PSA provides a minimum of two nonstop round trips
daily between SAN and SJC as it proposes during traffic peaks.
it will open up seats for additiomal traffic on PSA's SJC-BUR
and SJC~LAX routes, and will increase the total O & D tralfic
between SAN and SJC by at least 50 percenz of the ad‘itioﬁa;
seats that it places in thatv market. It is a needed service.

12. AC is in a strong and healthy position both flnanc‘al’"
and with respect to routes to and from SuC. It has had regsonable
ancd sufficient opportunity to develop and entrench itsell in the
SAN-SJC markes anéd it has done so. It tranéno*zs over hO percent
of the traffic between those points even though it of rs much
less than that percentage of seats in that markes. It is, and.
should continue to be. a viable compesitor with PSA for traffic
besween SAN and SJC. TIf PSA institutes noastop operations between
SAX and SJGC. itz proportionate share of that market will increase

o) reason'o’ that new service: however, a2ny diversion of passengers
g

from AC’s operation should not be olgnlilca“v.

13. The operation of noastop flights by PSA be*weeu SAN
SJC will not only provide a needed service but will o enable
that carrier to conduct more economical and efficient operations,
including the more efficient use of fucl., between SJC, on the one
hand and LAX, 2UR, and SAN., on the other hand; and will contribute
sowands an oxderly, efficient, economical, and healthy intrastate
passenger air network to the benefit of the people of this State.
its communities, and the State Itself.

1L.. PSA now conducts operations with B-727-200 aircrafy . at
SJC and SAN, and there are a number of other carriers that operate

i
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.chat aircraft and larger jet aircraft at those airports. PSA and
the other carriers now may increase operacions at those airports
without authority of this Commission. The authorization of'the
operation proposed by PSA will not have any sxgnmf;cant effect
upon the envlronmenv.

'15. Public convenience and necessity *equxre the operatmon
by PSA as proposed in this application.,

16. In oxder to facilitate the printing and distribuzion,of
the summer vimetables the order should be made effective on the
date hereof. . ‘ :

We conclude that the application should be granted.

PSA is placed on notice that operative righzs,‘as such,
do not constitute a class of property which may bYe capitalized or gf
used as an element of value in rate fixing for any‘amonnt of
money in excess of that origirally paid to the State as the
consideration for the grant of such z 'ghts. Aside from their purely

.‘oe*m:z.ss:.ve aspect, such rights extend to the holder a full or
partial monopoly of a class of business. This monopoly feature
may be modified or canceled at:any time by the State, which is
not in any respect limited as to the number of rlgbxs,whlch may
be given. -

IT IS ORDERED that:

1. A certificate of public convenience and necessity is
granted to Pacific Southwest Airlinmes, a corporation, authorizing
it to operate as 2 passenger air carrier, as defined in Section
2741 of the Public Utilities Code, over a direct nonstop route
between Sc Diego International Airport and San Jose Mhﬁicipal
Afrport. | '

2. Appendix A of Decision No. 79083, as amendod, is
further amended by incorporating therein Eighth Revised Page 2

ttached hereto, and by this reference made a part hereof.

3. The motions by Air California for dismissal and for a
proposed report are deaied. -
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L. PSA and Air California are to report to the Commission
each month the prior month's load factors on a.day—to-daygbasis
between San Diego and San Jose. The Commission will expectfthaz
flight schedules will be arranged so that the overall load o
factors between San Diego and San Jose will remain compensatory

for each carrier. : B
5. TIn providing service pursuant to the authority granted dy

this order, applicant shall comply with the following service
regulations. Failure so to do may result in a cancellation of the
authority. ‘ '

(a) Within thirty days after the effective
date of this order, applicant shall
file a writtexn acceptance of vhe
certificate granted. 3By accepting the
certificate applicant is placed on
notice that it will be required, among
other things, to file annual reports
of its operations and to comply with
the requirements of the Commission’s
General Orders Nos. 120-Series and
129~8eries.

Within one hundred twenty days after

the effective date of this oxder,
applicant shall establish the authorized
sexrvice and file tariffs, in triplicate,
in +he Commission's office.

The tariff £ilings shall be made |
effective not earlier than five days
~er the effective date of this order
on not less than five days' notice to
vhe Commission 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 T¢ this
order shall comply with the regulations
governing the construction and filing of

tariffs set forth in the Commission’s

Ceneral Order No. 105=-Series. «
The effective date of this orderq’gg_:LA
=== the date hereol. e .
Daved at Sa Francises . California. this éézé ;
. 1978. S | |
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Appendix A PACIFIC SCUTHWEST AIRLINES Eighth Revised Page 2
.(Dec. 79085) (a corporation) Cancels
Seventh Revised Page 2

Routes (Continued)

19. 3Between San Diego International Airport and Sacramento Metropolitanm Alrport
via intermediate point of Oakland Metropolitan International Airport..

20. Between San Diego International Alrport and Sacramento Metropolitan Mrpor:
via intermediate point of Hollywood-Burbank Airport.

21. 3Between San Diego Intermational Airport and Sacramento Mctropolicnn ‘Ai‘rport
via intermediate points of Hollywood-Burbank Airport and Oakland Metropolitan:
International Airport.

Between San Francisco International Af{rport and Los Angeles International
Al{rport via Stockton Metropolitan Alrport and Fresno Aflr Terminal, with San
Francisco Intermational Afirport and/or Los Angeles International Alrport:
being a terminal point on the route and with Stockton Metropolitan Alirport
and/or Fresno Alr Temminal being served as intermediate points or as a
terminal point on the route; and with the right to ¢onduct direct and/or
connecting service to San Diego Internmational Alrport from the Los Angeles
International Airport, and to Sacramento Metropolitan Afrport from the

San Francisco International Af{rport.

Between San FTrancisco International Afrport and San Diego International Alrport
via Stockton Metropolitan Alirport and Fresno Alir Terminal, with San Francisco
International Alrport and/or San Diego Internmational Alirport being a terminal
point on the route and with Stockton Metropolitan Afrport and/or Fresno Air
Terminal being served as intemmediate points or as & terminal point on the
route.

Between Lake Tahoe Alrport, on the one hand, and Sacranento Metropolitan

Airport, San Fran¢isco Intermational Afrport, Hollywood-Buxbank Afrport,

Los Angeles International Airpozt and San Diego Intermational Afrport,

on the other hand, with each of the last f£ive named airports being either
a terminal or intermediate point for this route.

Between San Trancisco Intermational Airport and Los Angeles International
Al{rport via Monterey Peninsula Alirporz, with San Francisco International
Alrport and/or Los Angeles International Airport being a tewminal point
on the route and with Monterey Peninsula Airport being served as an intex-
vediate point or as & terminal point on the route.

Nonstop between San Diego International Alirport and San Jose Municipal Alxport.

. Issued by California Public Utilities Commission.

¢4dded by Deciston No._- 88853 | appiicarion No. 57064,




