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HL k, Lol
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OFUCALIFORNIA

In the Matter of the Eplicatzon
of AIRPORT PASSENGER, INC., for a

cextificate to operate as a Class
"B Charter-Party Carrier of §

Application 60055
(Filed November 6, 1980)

Pagsengers, Stocktom.

-

Willie J. Billingsly, foxr Airxport Passenger v
Inc., applicant. ’

Richard M, Hapnon, Attormey at Law, for
Greyhound Lines Inc., and W A

for Amador Stagg tine», inc.,; p”otestants.

OPINION

Because of a protest filed by Greyhound Lines, IRc.
(Greyhound) this application of Airport Passenger, Inc. (Airport)
for & Class B charter certificate was set for hearing. Hearing
was held before Administrative Law Judge (ALJ) Gilman on
February 23, 1981 in San Francisco. Amador Stage Lines, Inc.
(Amador) also appeared as a protestant at the hearing.

Alrport holds a limited certificate of public convenience
and necessity to operate as a passenger stage corporatiom from
Stockton to public airports in Stockton, Sacramento, and San = o7
Francisco.> It also holds a permit as a charter party carrier to
operate van-type vehicles undexr Public Utilities (PU) Code § 5384.
o . .Adxport has recently purchased a single 40-passenger .
transit-type bus. Consequently it has filed this application to

1/ Decision (D.) 92389 in Application (A.) 59814 issued November
4, 1980. It can only transport persons with airline connectioms.
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bus were somewhat speculative. He explained that this was due o
the difficulty of predicting the results o a new venture.

Ac the tizme of the hearing, the corporation regularly
operated four van-type vehicles and one station wagea. It had con-
ducted some operations with the 4(0-passenger bus, whick was recencly
surcazsed secondnand for $12,000. Tie corpo:atic: nas three pare
time drivers and employs 2 manager and Two parttime secretaries in
the office. The office personnel also provides services to the prin-
cipal owner's zeal estate operations.

The witzess insiszed that his cliencele would neves be
solicited by eizher Greyhound or Amador. Ee pointed out tha:s
County has an aff{irmative action policy applicablile to contrac:s
ices and c¢laimed that Aizport is the only PUC-licensed caxrie
the County able to take advantage o5 this policy.

Greyhound's testimony indicates that it holds a Class A
charter certificate authorizidgz it £o imifiate charter moves from any
place in the State including Airport's chosea texrizory. Iz also
operates scheduled services as a passenger stage hertween =axy
California cities. It nommally has seven zo ten full-size buses
available for the charcer-sexvice station iz Stockton. If there is
an unusual demand it can call on 3 larger fleet of buses pezmanently
stationed in Sacramento. If that is iasufficient, it has over 1,700
buses stationed throughout the State which can be called on. Greyhound
has drivers available in both Stockton and Sacramento.

Greyhound regularly solicits all sorts of charter business
and is especially active in the texxitory wichin 40 miles of Stockton.
It has numerous sales outlets and agencies in this area. It actively
solicits churches, schools, and various civiec gwoups. It provides
brochures which are available in all its terminals and agencies. It
also advertises in the mass media, including ethnic radio stations.
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ALl of its vehicles are =mrintained, and igs drivers have
received the training necessary, to comply with the School Pupil
Activity Bus (S?A3) safety program administered by cthe Highway Patrol
(c£. Venicle Code, §§ 545, 2807.1, and 2807.2).

Amador's representative testified that it nad beea operating
continuously since 18802/ It has two locatioms, in Sacramento and
in Stockton. It can maintain five to ten buses at its Stockzom loca~
tion. In Stocktom it now has three fuilltizme and thxee parsziiz
drivers supplemented by a subszantially larzer number available ia
Sacramento. Its scheduled service includes roczes Izom the two valley
cities to Jackson and to South Lake T2hoe.

Amador's buses are cowparatively new, averaging three and
one-half years old. They are each equipped with 2 restroom, 2 stereo
soumnd system,and reversible seats. They are classified as over-the-
road vehicles. Three of these buses have been converzed to acceps
wheelchairs. The wheelchair conversioas cost approximasely $20,000
per bus. None of the expendirture is covered by state or federzl
grants or loams. It plans additiomal conversioms.

It was the £irst carrier in the Scace £o have an on-the-
premises SPAB instrucction program. It claims chaz its ¢perations on
behalf of school districts provide a substantial vortion of iss charzer
revenue.

Positicn of Protestants

Greyhowmd contends that 2 lcate stould be denied om
the Zollowing grounds:

a. Applicant ngs perforzed transporta:;
subjeet to the SPA3 prograx without
having either t *equ;:ec venicle checks
or pexscmmel training.

Apol-can“ did not present 2 cogent esti-

mate of the expected revenue a“d expense
of operating the new equippent.

o E— - .

2/ Waile it does not appear of re¢ord, we assume. chat Azador !
‘ been operating motor veaicles Zor the emtize period.

wlom




A. 50055 ALl/=b
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Amador contends that granting any addicicmal authoricy
t will divert potential charter zevenue £rom its owm
£ ¢ontends that it needs charser revenues To nel
upport the cost 0f its scheduled passenger stage operations.
The Inzexwim Coinion
: Cn May 19, 1281, <his Commiss
in this proceeding, D2,.93108. Tzat decl
rted groups cc::osed 0f school pupils and TETSOnsS accoTranying

them for supervisory purposes on .--ps to or '"o" a pudblic or pri-
vate school or to or from school activities. It fursher found that
airport had conducted such operations iz vezicles which were not
certified by the Highway Patrol wmder Vericle Code §§ 28C7.1 a=
2807.2. Further, iz was found that drivers were not licenmsed as
required by Venicle Code § 345. A;:p re was ordered nos to condues
any more suck activities except in wvenicles certified as reguired by
che Venhicle Code secsicns and d:iven oy persens nolding the c.pp*‘o---
priate licenses. Iz was Surther ordered that this asplication would
not be processed until appropriate evidence of such compliance was
supplied co the Zxecutive Director. Such evidence is acw aveiladle.
Applicant nes exployed one driver who is properly licemsed. I1f has
one venicle cercified.=

Cur previous order proaidbiting ope*a"i iz violaticen of
the Vehicle Code will be ratified and continuved in effect.
Disecussion

The cuestion presented i1s not whether applicant should be

permitted ©o start a completely new transportation operation. It is

3/ Grevhound has informally indicated that i: new has no objecticn
s

to issuing a final decision in this mat

P
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already condueting both 2 passenger stogze and a charter operation

ing small vehicles. The question 1s =zather whether it should be
perﬁl*ted 0 operate 3 larger venicle in cherter service and thus

- e a

£o transpor:t groups which would otherwise wequire it to dispazen

A

two ox even three of the smallexr wvenicles. There is no dispuse fhat

the
a multiple-venicle cperation would be wmreasonadly expensive and
would not be fuel-efficient.

We cannot agree wish protestants that the public interes:t
requirxes us o prevent Alxpor:t f£rom becoming 2 more efficiens
cozpetitor.

Fixst, we note that Aizpor: already aolds itself ocut o
transpert greups of dore then 15. It can be expected to continte To
periorm such services. It can do so lawsully if£ it Is willinmg to
pay foxr the extra wages and extra Suel necessaxy to tse ©wo or =ore
vans, to tramsport waat would otherwise be 2 single buslozd., It L
at least arguable that the public Interest can tolexate a form of
regulation which compels one competitor to exmploy more wo*ke*s than
another, We cannot, however, bDelieve that it ever agzain will be in
the public Interxest %o wequixe 2 waste of Luel, in the name of coc-
troiling competition.

Tmes the statutory distinction between permitted and cex-

tificated operations does not effectively protect protestaznss from
competition., At che same tizme, it interZeres with an overrxiding
public interest im fuel comserwvationm. I should not contiave %o
handicap Alrport: rather, Aixport should be permitted to use 2 full-
size bus when it is more efficient so do so. Second, the wecord does
not support protestants' implicit assumption that any additiomal
traffic Adrpore attracts will be **affi waich womld othexwise have
come to thexz, If Alxport were using the impewrscmal promoticomal
zethods protestants use, such a conclusion =might be warranted,
Applicant's highly sexsonal promotional style is more likely ©o
create new demand thanm it Iis to change the buying habits of any of
those groups which new patronize protestants.

-6-
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Whatever charter busimess Alrport 2ctxacts will come Irem
the iaper-c¢ity community. Neither carriler nas shcwn thar izs ~

- 4

promotional efforss produce any substantial reveaue from that
communizy.

Greyhound claims that the projected zesults of opezazionms
submitted wizth Airport's application are not ianzersally comsistent.
Part of ics brief on this poimt is quoted in Appendix A. It ¢clalzs
rnat these inconsistencies are not merely a refleczion on the
witness' abilizy as a forecaster; rathexr, chey are cliixmed 2o be so
remarkable as to demonstrite an inability to manage the proposed
operxation. '

If Airpor= were planning an acquisition which burdened it
wizh 3 great amount 0f additional fixed costs, we would be more con-
cerned with the qualicy of izs economic projection. Ia zhis case,
however, the purchase price of the bus was very moderate; Zixed
costs should likewise be moderxaze. Since we nave 10 reason o antici-
pate that driver's wages or fuel costs will be extraordinarily hizh,
we can expect ALrport to reach the breaxieven pdintT in operating
izs bus without an extraordimary amount of additional revenue.

The self-evicdent promotional abilities of Airpor:'s managex
convinces us tha:t it has more than a reasonadle chance of developiz
enough of the potential demand for charter service In the inner-cicty

market to achieve the needed reveaue without sigaificantly affecting
protestants ' revenue, "or’engaging in descructively com?etiffGE”““”“””:.
operations.

Alrport's showing is barely sufficient o support the
addition of one large venicle to izs fleet; it could a0t SUPPOTE any
proposal to incur any mozTe f£ixed costs. We will, tkerefore, restrics
applicant co the use of a single bus seating more than 15 passexgers
in charcer service. If it should apply to operate moze Sull-size
buses, it will be expected to provide realistic projections of xeve-

nues and expense and to be able to defend them on c¢ross-examination.
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Neecdless to say we €o act condone unlawl ope:a:icns. On
the other hané, we have 2 leugstanding »olicy not to reltse to issue
a certificate solely decause of a
this oroceceding it is not clear ¢

-

Zow wnauthorized operations., In
22t the operaticms which Airpors
aloitted reguired 2 charter cexrtificate. ALl of sfhe frins wich <he
large venicle ccould have been pexforzed under comsract with local
governzent. Under certain circumstances a permis holée“ can pers
such operaticns with 2 sermit (PU Code § 5384(a)).
clear that Airport's operaticms did not completely fit with that
statute's definition, its language could prove confus: 13 €0 a Layman.

We camnot find thaf epplicanc's difficulries with ¢tz
Highway Patxol's safety regulations render aix unfiz <o :old oper-
atir~ authority Zrom ¢thlis Commission. Rather thaz indicating that
_anagemeﬂ“ is 1cz£:e*ent 0 the safety of passengers, tzese proolems
secm to stexm from ioz or lack of kmowledge.

Amador 1s £0 be commended for using its cwn funds to pro-~
vide wheelchair access To its veaicles, It is especially important
for Califomia's caarter carxriers to be adle to sexve groups which
include both Zully mobile and mobilicy~-restricted persoms. The latter
should not be segregated Lrom the majority when outings or other
activities requiring group tramsportation are schecduled. Genmexally
speaking, a carrier which makes such investments should expect some
additional protection frem competition umtil it reccovers the cost of
wneelchair conversions. ZHowever, this record would not justil

that certificating applicant will significantly reduce Amador's
o recover this investmen:t.

£ Taetr

Public cenvenience and necessity require that Airpeort be
authorized to operate a fu-;-szze 2us in its charter operatiom.

2. ?Protestants will not adecuately develop and serve the
potential demand Zor charter service existing in che inner-cit
commmity. Protestants' services arve therefore not satisfactory
to the Commission or adeguate for the pudblic
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1 0% D2.63209 snould rezmain iz full
forece
ALrport has 2 reasoneble ¢nance of ocotaining enouzz adci-

lomal revenue to dreak even on the operation oI a2 simgle additional
bus, witZout attracting significent amounts of traffic now eajoyed
by protes:ants; or employing destzuctively competitive zractices.
5. Airpoxt's showiag coulé not support the iImgurring of axy
significant amowmt of additiomal £ixed costs; Airport should be
restricted to the operatiom of single full-size bus iz charter opera-

tions wmtil and unless it makes a better sSnowing.

6. Alrport tas the ability, experience, eguipment, an
cial resources to pexiorm the sexvice authorizecd.

7. Aixpozt shouwlcd bDe comditiomally autozized To pick up pas-
sengers within a rzadius of 40-2ir miles from its nome texminmal 2t
2305 South Airport Way, Stocktenm, Co.

8. 1t con be seen with certainty that there Is no possidility
that the activisy in cuvestion may have a significant eifect om the
environxent,

Conclusion of Taw

Public comvenience z2nd necessity have been demomstrated
ané a conditional certificate should be granted. Since thexe Is 2
oublic need for the proposed sexrvice the following order skzould ve
effective today.
QRDER
IT IS ORDEZRZD cthat:

1. A certificate of publie comvenlenece and mecessity, To be
renewed each year, is granted to Airport Passenger, Inc. (Airport
authorizing it to operate as a Ciass 2 charter-party carrier ¢f pas-
sengers, as defined in PU Code § 5383, from a service area witk 2
rvadius of 40-air miles from Airport's home terminal at 2205 Scutha
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aAlrport Way, Stocktom, CA, subjecrt o the condition stated in
Ordering Zaragzanz 4. .

2. The Passenger Operaticoms 3ranck will issue the anmual
renewanle cersiificoze on Torm PE-E95 2s authorized oy Resclution
P5-303 when it receives California Higzhway Patrol cleazamees az
ewidence of liability protectionm Inm compliamce with Gemeral Order
Sexries 115.

3. In v:oviding sexvice wnder the gezsifica Alzpors shal

omply with General Orders Sexies 98 and 113, and the Cal;.o*n**
"tway latrel salety ~-:;ﬂes. Alrpore shall comtinve to comply
with Oxdering Pavagzepn & of 2.93109

4, The certificate Issued shall 2e subject to th
folleowing comdicion:

Tne certificate of public ceonvenience and necess: ity
issued to alzport uthorizes it to operate only ome
venicle having a seating capacity of more thaxn 15
»assengers Im charter sexrvice.

This oxlexr is effective todaoy.

Dazed DEC 151931 , at Saen Franeisco, California.
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AZPENDIX A
Jage 1

Txeernt f=om Brief of Grevhound Lines. Ine.

"Applicant estimates that it will operaze 7,000 revenue
ziles per year; that it will pay its crivers $6.50 per mour (Tr. 43)
that Iits ammual expenses for cdrivers and fuel will ve $3,000.00;

that it will opewate at $328.00 per zeouxr or 575 asvxs (21,340 -
per hour).

"Sizply using the above figures and estimates of applicans,

following zesulss occur: 7,000 miles of operation divied [sic]
by the number of revenmue 20urs proposec Dy applicant -575-; —eans
that Applicant®s vekicles will opezate at an average of 12 ~‘”es per
aour when in sexvice., The driver/fuel expense of $3,000.00 when the
Suel expense Is estimated and substracted [sic] lezves abour $2 066.00
for driver's wages. The fuel expense is estimated as folleows: 7,000 «
9 =iles per gallom = 777.7 gzalloms of fuel X $1.20 per zalleom = $933.24
for fuel. $3,000 - 933.2% = $2,066.76 for driver's wages. Since
Applicant has es zﬁated 575 nours of revenue sexvice, the driver's
wage may be divided by hours of revenue sexrvice 0 compute dollars
vex hour for wages or $2,066 575 = §3.59 per houxr. Vet Applicant
estEmated wages to be $6.50 per aouxr or 575 X 6.50 = $2,735.50 foxr
wages, Adding fuel cost to the driver's cost, the result is $4,570.44,
Applicant has mdexzstated its expense by approximately 45%. More
izportantly, the incomsistencies reflect 2 gemeral lack of under-
standing of the tramsportation dusiness.

"In 1980, Apdlicant zrossed $14,50C.00 and had driver expenses
of approximately $600.00 per =momth (Tx. &41), or $7,200.00 per vyeax.
$§7,200.00 is 49% of total income for drivers in the existing operation.
Yet Apolicant computes driver expense 2s only 9% of its gross In tz

-
’
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ADPENDIN A
Page 2

Zxcernt from 3rief of Grevhound Lines, Ine.

proposed operation. Using 48T of its szonosed gross, the driver's
exmense would be $10 ,70%.60, inmczeccing sreating [sic] expenses
from $5,850.00 to $18,485.00. A similar coleul .icn can be made
for station expenses. applicant currently vays its statien
ezployees S$300.00 ser momth (Tr. &&) or §3,600.00 per vear.

Station expenses were 24% of Applicant’s 1980 gross revenue. Twenty~
Zour perceat of Applisant's preposed revenue weuld de $5,241.00,
again incraasing operating expemses fo $23,726.00, a Ligure in excess
of estimated revenmue. Ewven 1 these sercentage figures snou”c e

factored for operating efficienmcies, they ave Sar mere veslise

Ll

than’'these subzitted by Applicant and Zar more sessimissie.”




