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QPINION

I. Introduction

By Application No. 59086 £iled August 23, 1979, Airbomm of
Sonoma County (Airborm) seeks authority to operate as a passenger stage
corporation foxr the transportation of passengers and their baggage
between a fixed terminal in Santa Rosa and San Franecisco Intermational
Alrport and Oakland Intermational Airport, over the most appropriate
routes. By amendment filed November 9, 1979, Airborn added Rohmert
Park as a proposed fixed terminal for its passenger stage operationms.

By Application No. 359271 £filed November 14, 1979, Richard J.
Davis and Rebecca F. Davis (Davis), dbz Petaluma Airporver, seex
authority to operate as a passenger stage corporation for the trans-
portation of passengers and their baggage between fixed terminals in
Rohnert Park and Petaluma and San Francisco Internmational Airport.

By Application No. 59279 filed November 16, 1979, Santa Rosa
Airporter, Inc. (Alrporter) requests authority Co serve as a passenger
stage corporation for the tramsportation of passengers and their
baggage between Rolmert Park and San Francisco Intermational Alrport.
The application recites that Airporter already has authority to
provide such service between Santa Rosa and Petaluma and San Francisco
International Airport.

By letter dated August 23, 1979, Airportexr protested
Airborn's application with respect to service to and from Santa Rosa
and San Francisco. By letter dated August 27, 1979, All-Cal Tours,
Inc. (All-Cal) protested Airporter's application with respect to
service to and from Ozkland. By letter dated November 26, 1979,
Alrporter protested Davis' application.
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Because of the related nature of these applications, staff
recommended that the matters be consolidated for hearing and decision.
Hearings on these matters were held om February 4, 1980 in Santa Rosa
and February 5, 1980 in San Francisco before Administrative Law Judge
Patrick J. Power. The matters were submitted upon oral argument.

Il. Summarv of the Record

Airborn proceeded initially with evidence in support of its
application. It offered testimony of several travel agents in the
Santa Rosa area regarding their experiences with Airporter and their
desire to bhave another carrier providing competing service. They did
not criticize Airporter service except with regard to their diffi-
culties in arranging bookings during certain times of the year when
travel is high. It also sponsored the testimony of Paul Skanchy,
planning director of Rohnert Park, regarding population growth in
that community and arrangements for a terminal in Rohmert Park with
convenient parking and freeway access.

Airborn called Jack Mclvor, president of Airporter, to
testify regarding the nature of its business. He described that
company's arrangements with travel agencies regarding the booking
of passengers and its plans for a terminal at Rohmert Park. He
discussed the effect of gasoline supply and price changes on passengex
traffic and his company's expansion to meet the imcreased demand. He
also testified regarding the extent of the advertising undertaken by
his firm to promote its service and the pay and training offered to
its drivers, as well as arrangements for other transportation in tie event
of breakdewn. Finally, Airborm offered the testimony and supporting
exhibits of its own president, Christian Eddleman.
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Mr. Eddleman testified at some length regarding the nature
of Alrborm and its preparation for this undertaking. He described
the origin of the company - providing hot~air balloon transportation
sexvices and its development as the largest such f£irm on the west
coast. He discussed his extensive experience with advertising and
his belief that substantial additional traffic can be developed
through effective promotion. He addressed the company's plans for
texminals and the arrangements for backup service in the event of an
emergency or dbreakdown. He explained the employee compensation and
training plans and the integration of employees of the hot-air
balloon and passenger stage business.

Mr. Eddleman sponsored various exhibits in addition to his
narrative testimony. He offered exchanges of correspondence between
himself and the mayor of Santa Rosa, president of the Santa Rosa
Chamber of Commerce, and city manager of Rohnert Park in which those
gentlemen express their support for Airborm's application. He intro-
duced a copy of a report entitled "Air Passenger Survey' of the
San Francisco Bay area, conducted by the Metropolitan Transportation
Commission, in support of his conclusion regarding the potential
traffic to be shared between two carriers. He produced a letter from
an insurance broker regarding proposed coverage and premiums, and a
letter from the Port of Oakland expressing its willingness to consider
a license agreement for Airboxn's operation if this Commission grants
authority.

Mr. Eddleman also offered financial information relating to
the profitability of the proposed service and fitness of Airborm. EHe
offered a proposed schedule and fare structure and developed pro forma
results of operations depicting start-up costs and ongoing results.
He offered a summary of earnings at proposed rates and balance sheets
of Airborm in support of its ability to provide the service. The

proposed rate from Santa Rosa is $12.00 for an adult, $6.00 for a
¢child under 1l2.
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Mx. Mclvor testified on behalf of Airporter regarding its
operations and growth., He further discussed promotional efforts.
He described the company's growth from Lts origins to the present
and {ts planned future expansion. He stated that the load factor
is currently about 85 percent annually and expressed concern that
air passenger levels may decline. He offered letters from four
travel agents commending Airporter for its service.

Rebecca Davis appeared at the hearing on behalf of the
applicants in Application No. 59271 and indicated that she was not
prepared to proceed. She asked that the application be taken off
calendar.

William Howell appeared on behalf of All-Cal and stated
its opposition to Airbomm's proposed Oakland service on the ground
that All-Cal is presently certificated to provide such sexrvice and

that passenger levels have declined to the point that there is
insufficient business to support evenr a single carrier,
The Commission staff appeared at the proceeding and

participated by way of cross-examination. No direct evidence
was presented by staff.

III. Contentions of the Parties

Airbomrm contends that the public convenience and necessity
support the granting of its application in its entirety. It suggests
that the evidence of need is shown by the support of the travel agents,
the high load factors of the existing carriers, and the statistical
data suggesting that there is potentially substantially greater demand.
It argues that it Is necessary to have integrated service - to both
alrports - and that its service will complement Alrpoxter's.
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Alrporter contends that the Airborn application must be
denied by operation of Public Utilities Code Section 1032, which it
characterizes as a legislative mandate to this Commission prohibiting
competition among passenger stage corporations, It contends that the
burden of proof is on Airborm and that it has not met its burden. It
cites the travel agents' testimony as not critical of Airporter's
service and contends that occasional inability to serve is mnot
inadequate service. It summarizes the evidence as clear that it will
serve and has served. It states that it has never received auy
indication that this Commission or its staff is dissatisfied with its
service and argues that it should be given an opportunity to cure any
defects before another carrier can be certificated. It warns that a
dilution of the market will reduce its load factor and lead to higher
fares.

Staff characterizes the evidence as supporting the need for
additional Santa Rosa service, but contends that Airborn has not met
its burden of proof with respect to Public Utilities Code Sectiom 1032.
It recommends that Airborn be denied Santa Rosa authority. Staff
argues that both Airborn and Airporter have failed to prove that

Rolmert Park service is needed, but recommends that both be granted
authority to serve Rohnert Park.

Iv. \Discuss_on
There is no issue regarding the fitness and ability of
Alrborn. The record indicates a carefully formulated, realistic plan
with the resources and management ability to bring it to fruition.
The issues then are the need for the service and the ability of the
existing carrier to serve to the satisfaction of this Commission.




A.59086, et al. ALJ/ek

We are convinced that the record supports a determination
that Airborn's proposed service is necessary to serve the public.

The evidence indicates that there has been rapid growth in Somoma
County and that there has been a corresponding growth in demand for
airport transportation, even with little or no promotion of the
service. Still, the recoxrd indicates that nearly 80 percent of the
air traffic originating out of Sonoma County relies on personal autos
for airport transportation and that only 3.7 percent utilize ''surface
transit'', With the escalating costs of automobile travel we agree
with Airborn that there is potentially substantially additional
passenger traffic if the service is promoted.

With respect to Rohmert Park we £ind the evidence of need
similarly conclusive. Rohnert Park is growing rapidly and contributing
to the demand for airport transportation. Since existing service is
relatively less convenient for people in Rohmert Park, it is reasomable
to conclude that even a higher percentage of air passengers traveling
to and from Rohmert Park currently use private autos. The added
benefit of a stop in Rohnert Park outweighs the slight detriment to
Santa Rosa passengers.

We are also satisfied that the proposed integrated service
responds to public convenience and necessity. A single carrier that
provides service to both Oakland and San Francisco airports from
Sonoma County should help to promote additional use of passenger stage
service and may not detract from existing carriers.

The issue of the adequacy of service of existing carriers in
this proceeding is disposed of by our interpretation of Section 1032
of the Public Utilities Code in Decision No. 91279, dated January 29,

1980 (Application No. 58457, American Bus Lines). In that case we
stated as follows:
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"It is therefore incumbent upon us in this proceeding
to carefully weigh the advantages and disadvantages
0f competitive and monopolistic service in terms of
overall benefit to the general public. In general,
antitrust laws and policies are premised on the basis
that competitive service generally results in a
supexior overall level of service to the public.
Competition stimulates efforts of competitors to
excel, which accrues to the benefit of the general
public. In the instant proceeding active competition
between the involved parties will have a direct
bearing on the quality of overall treatment afforded
passengers, rates, scheduling, equipment condition,
and operational innovation generally. The overall
effect of such competitive practices could very well
be the provision of a publicly acceptable alternative
to private automobile use which, in these times of
energy shortage, will redound to the overall benefit
of the general public.

"With competitive considerations forming a cormer-

. stone £or a determination of public convenience and
necessity, it is axiomatic that the literal inter-
pretation of Section 1032 in Franciscan Linmes, Inc.
would effectively preclude the estadblishment of
competitive service to the determinant [sic = detriment)
of public interest. Consacuently, we will give precedence
to the basic regulatory concept of public conven-
ience and necessity encompassed in Section 1031
and interpret Section 1032 as being of secondary
{mportance in the matter under consideration.

"In addition, we also note that Section 1032 leaves
the Commission the task of deteraining whether, aad
under what circumstances, existing passenger stage
corporations provide satisfactory service (which
would preclude a new entrant into the £ield).

"In these times of acute and prolonged energy shortage
it is essential that Californians be exposed to the
greatest variety of innovative surface passenger
transportation modes and operations. Passenger stage
corporations will stand a better chance of rising to
this challenge, and luring the public out of the
private automobile, if they have a clear incentive
to innovate and provide the best possible service.




A.59086, et al. ALJ/ek/hh

"

. . . Monopoly service deprives the public from
being served by carriers with the greatest incen-
tive to innovate and provide the most appealing
service - the incentive of competition. Coupe-
tition generally heightens the desire to perfornm,
and equated to bus service means, as public
witnesses testified, potentially better scxvice
{n areas such as:

*l. Cleaner, better maintained facilicies.

2. More courteous and accommodating personnel.
3. Improved ambience.

"It is important that carrxiers operate in an envi-
ronment that encourages and rewards those with the
better ideas on how to attract and serve patrons,
and for better execution of such ideas. "

"Finally, we wish to emphasize that we do mot
consider monopoly passenger stage service adequate
service to the public. And we will not apply
Section 1032 as a bar to deprive the public of the
most innovative attractive, and agreeable bus
service that may potentially exist for its benefit.
Rather, we will apply Section 1032 in an enlight-
ened manner, consistent with today's realities and
requirements, which is what the Legislature intended
when it granted to us the task of weighing all
factors in determining whether existing passenger
stage corporations provide adequate service. . .

In this proceeding we see the effects of single carrier
monopoly status. Airporter sexrves the public, but grows at its own
pace, apparently to maintain an 85 perceat load factor. There has
been no effort to promote the service, probably because the high load
factors would not allow substantial additional passengers.

It way be that Airporter has grown as fast as it can, that
it doesn't have the financial ability to add the capacity to serve the
latent demand that we find exists in Somoma County. If so, this is a
particularly appropriate time to certificate an additional carrier.
Our other alternmative would be to investigate Airporter's fares and

. consider whether there should be a reduction to reflect the high load
factors.

-9~
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The fare proposed by Airborn is higher than the fare in
effect for Airporter. This fact, together with Airporter's reputation
and ability to provide reliable service, should operate to Airporter's
competitive advantage. Airborn's ability to promote its service and
attract new passengers will be ¢rueial to its success.

With respect to Airborn's application to provide service to
and from Oakland, the same policy considerations generally prevail,
though the situation is exactly opposite - the existing caxrier has
very low load factors. We see the certification of an additional
carrier as a convenience to the public, if not All-Cal, and the
integrated operation as potentially successful. If Airporter succeeds,
it will surely be by way of its own efforts, and not by diversion £from
All-Cal.

Therefore we conclude that both Application No. 59086 and
Application No. 59279 should be granted.

Findings of Faet

1. Airborn is a California corporation presently engaged in the
hot-air balloon business.

2. Alrborn possesses the management ability and financial
resources to perform the proposed service.

3. Airporter has for several years provided service over a
portion of the routes requested by Airborn.

4. All-Cal has provided service over a portion of the routes
requested by Airborn.

5. Airporter and All-Cal have provided satisfactory service,
expressed in terms of minimum service criteria.

6. Airport transportation services from and to Sonoma County
have not been significantly promoted.

7. The population of Sonoma County is growing rapidly and the
relative reliance on passenger stage airport transportation is slighe.
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8. Increased utilization of public transportation is in the
public interest.

9. Therc may exist substantial additional demand for service
from and to Sonmoma County.

10. Airporter's load factors indicate that its growth has been
paced to suit its own interests.

1l. 4An integrated carrier offers a greater opportunity to succeed
as a competitor to existing carriers.

12. Cowmpetition will have a beneficial effect for the public
interest, will promote good service, and will encourage imnovative
rate schedules and practices. .

13. There is public need for Ailrborm's service from and to
Santa Rosa.

14. There is public need for Airborm's and Airporter's services
from and to Rohnert Park.

15. Public convenience and necessity require that the services
proposed by Airborn and Airporter be certificated.

16. The terms and conditioms of the proposed services are
reasonable.

17. Davis' application has been taken off calendar.

18. 1t can be secen with certainty that there is no possibility
that the activities in question will have a significant effect on the
environment.

19. The following order should be effective the date of signature
because there is a demonstrated Iimmediate need for the proposed service.
Conclusions of Law |

1. Anticompetitive comsiderations are relevant to the issues of
pudlic convenience and necessity.

2. Antitrust concepts are intimately involved in a determization
of what action is in the public interest and it is incumbent upon this

Cormission to give consideration to such concepts in arriving at a
decision in this matter.
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3. The antitrust requirements for the determination of public
interest and public convenience and necessity, under Section 1031 of
the Public Utilities Code, are basic, primary requirements and outweigh
any anticompetitive implications included in Section 1032.

4. Existing passenger stage service provided by Airporter ic
conducted as a monopoly, without the benefit of competition to insure
the rendering of the best possible sexrvice to the public, and in view
of the imstant application is not service performed to the satisfaction
of the Commission.

5. 7The Commission comcludes that the applications should be
granted as set forth in the ensuing oxrder.

Applicants are placed on notice that operative rights, as
sﬁch, do not comstitute a class of property which may be capitalized ox
used as an element of value in rate 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 business. This monopoly feature may ve modified or canceled at
any time by the State, which is not in any respect limited as to the
nunber of rights which may be given. T

IT IS ORDERED that:
L. A certificate of public convenience and necessity is granted
to Airborn of Sonoma County authorizing it to operate as a passenger
stage corporation, as defined in Section 226 of the Public Utilities

Code, between the points and over the routes set forth in Appendix B
of this decisionm.

2. The existing certificate of public convenience and mecessity
granted to Santa Rosa Alxporter, Inc. is hereby amended, as set forth
in Appendix A.of this decision.
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3. In providing service pursuznt to the authority granted
by this order, applicants shall comply with the following sexrvice

regulations. TFailure to do so may result in a cancellation of the
authority.

(2) Within thirty days after the effective
date of this order, applicants shall £ile
written acceptances of the certificates
granted. Applicants are placed on notice
that 1f they accept the certificates they
will be required, among other things, to
comply with the safety zrules administered
by the California Hi%hway Patrol, the
rules and other regulations of the
Commission's General Order No. 98-Series,
and the insurance requirements of the
Commission's General Ozder No. 1l0l-Series.

Within one hundred twenty days after the
effective date of this oxder, applicants
shall establish the authorized service and

file tariffs and timetables, in triplicate,
in the Commission's office.

The tariff and ticetable £ilings shall be
mnade effective not earlier than ten days
after the cffective date of this order on
not less than ten days' notice to the
Comamission and the public, and the effec-
tive date of the tariff and timetable
£ilings shall be concurrent with the
establishment of the authorized service.

The tariff and timetable £ilings made
pursuant to this oxder shall comply with
the regulations governing the construction
and filing of tariffs and timetables set
forth in the Commission's General Orders
Nos. 79-Series and 98-Series.
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Applicants shall maintain their accounting
records on a ¢alendar year basis in conform~
ance wich the applicable Uniform System of
Accounts or Chart of Accounts as prescribed
or adopted by this Commission and shall file
with the Commission, on or before March 31
of each year, an anaual report of their
operations in such form, content, aad number

of copies as the Commission, from time to
time, shall prescxribe.

The effective date of this order is the date hereof.
Dated dUL 2 1980 , at San Francisco, California.

bomqgcazoners
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Appendix A AIRPORTER First Revised Page 1
(Dec. 8942%) Cancels
Original Page 1

SECTION 1.  GENERAL AUTHORIZATIONS,RESTRICTIONS, LIMITATIONS
AND SPECIFICATIONS.

The certi reiznafter noted supersedes all operatives
avthority heretofore te cacx Meivor, doing business as
Sznte Roga Airporter o
Santa Rosa Ai*porter, Inc., Dy the Certificate of Pudlic
Convenience and Necessity grantnd by the decisioz novted in the
margin, as a passeanger stage corporation is authorized tTo transport
passengers and baggage dbetween Sante Rosz, "Rohnert Park and
Petaluna oz the oze nand, and San Frascisco Iztermational Alrport,
the otker hand, over and along the route hereiznafter described,
subject, however, To the guthority of this Commission to change or
modify said route at any time axd sudject to the followizg provisions:
(a) Wrer route descriptions ore givea in one
direction, they sapply ©to operation in either
direction unlessc ovtherwice indicated.
(®) ALl sexvice herein authorized shall be limited
vo transportatioz of pe S with orxigin or
destination at daznta = "a, Zoknert Park or
Petaluma oxn tZe one haxd, a,d San Francisco
internatiornal Airport on the other haxd.

No service may be rendered to intermediate points.

v

Issued Yy California Public Utilities Commission.

. *rzeaded by Decisioz No. 91692 » application No. 5927¢.
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Appendix A SANTA ROSA AIRPORTER, INC. First Revised Page 2
(Dec. 89423) Cancels

Original Page 2
SECTION 2. RQUTE DESCRIPIION.

Route 1. - Santa Rosa -~ "Rohnert Park ~ Petpluma - San Francisco
internationsl Airporst.

Beginning at the Coddington Shopping Center in
Santa Rosa, California, by the most Judicious zoute
to U.S. 101, thence by way of U.S. 101, ©0 *Roxzert
Park Zxpressway, Rohnert Park, return and continue
oz U.S. 101, to Washingtorn Street cutosf to the
Petaluma Inn, Petaluma, return. anéd continue on
U.S. 101, Pack Presidio Boulevard (San Francisco),
1otk Avenuve, Junipero Serra 3Boulevard, Junipero
Serra Freeway (I-280), I-280, tiemce via the most
Judicious route to tke passenger terminal av

San Francisco International Airport.

Isgsued by Califorzia Public Usilities Commission.

. *Axended by Decision No. 21982 , Application No. 59279.




Appendix B AIRBORN OF SONOMA COUNTY Original Title Page

CERTIFICATE
OF
PUBLIC CONVENIENCE AND NECESSITY
AS A PASSENGER STAGE CORPORATIQN

PSC~1120

Showing passenger stage operative rights, restrictions, limitatioms,
exceptions and privileges applicable thexeto.

All changes and amendments as autborized by the Public Utilities

Comnission of the State of California will be made as revised pages
or added original pages.

Issued under authoyity of Decision No. 91993 »
SE% 50

dated of the Public Utilities Commission
of the State of Califormia, in Application No. 59086.
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Appendix B ATRBORN OF SONOMA COUNTY
(PSC-1120)

SECTION Y.  GENERAL AUTHORIZATIONS, RESTRICTIONS, LIMITATIONS
AND SPECIFICATIONS.

Airdorn of Sonoma County, a California corporation, Dy
the Certificate of Public Coavenieace aad Necessity to operate as &
passenger stage corporacion granted in the decision noted in the
margin, {s auchorized to transport passcengers and cheir baggage

Lol

between Flamingo Hotel in Santa Rosa and Robhner:s Park, on the one
hand, and San Francisco and Oakland Iaternational Airpoxts, om the

ther haﬁd, over and along the youtes hereinafter described, subject
however, to the authority of this Commission to change ox modify
said rouze at any time and subject to the following provisions:

Waen route <¢eseriptions are given in one direction,
uhcy appﬁy To Opcva:ion in either direction unless
otherwise indicaced.

No passcwgc"s shall be
aaving origin or destin
Sen Framcisco Incer:s

Inzemacional A;rpo-b.

No scrvicc shall be p:ov*dcd Zrom San Francisco
International Airport ox Oak;and Internactional

Ax*po:: unless p“ovxdcd pursuant Lo an advance
resexvaction.

Service may also be provided on an '"on-call' basis.
”hc term Yon-call' as used herein refers o service

nich is au_“ rized Co be rendered dependent on the
dcmands of passengers. The tariffs and timetables
shall show the conditions under which each authorized
"on~call' service will be reandered.

ssued by California Pudblic Utilitie
ecision No. _ 91993
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Appendix 3 AIRBORN OF SONOMA COUNTY Original Page 2
(PSC-1120)

SECTION IX. ROUTE DESCRIPTIONS.

Route No.

1. Santa Rosa ~ Rohnert Park - San Francisco International
Airport

Commencing at the Flamingo Hotel in Santa Rosa, thence over
the most convenient and appropriate streets and roads to
Highway 101, Rohnert Park Expressway, Rohnert Park, return
and continue on Highway 101,and over and along the streets

in San Francisco and over the most appropriate highways,
streets, and roads to the passenger terminal at San Franeisco
Intermational Airport.

Santa Rosa ~ Rohnert Park ~ Oakland Internmational Airport

Commencing at the Flamingo Hotel in Santa Rosa, thence over
the most convenient and appropriate streets and roads to
Highway 101, Rohnert Park Expressway, Rohnert Park, return
and continue on Highways 10L and 17, Hegenberger Road,
Alrport Drive, in Oakland and to the passenger terminal

at Oakland Intermational Airport.

Issued by California Public Utilities Commission.
Declsion No. __Q1CQ3 , Application No. 59086.




