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Application of

PAN AMERICAN WORLD AIRWAYS, INC. Docket 46693
for designation under the U.S.-U.K.
Air Services Agreement to serve the
Chicago-London route
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STATEMENT OF TENTATIVE FINDINGS AND CONCLUSIONS
AND
ORDER TO SHOW CAUSE

By this order we direct all interested persons to show cause why
we should not (a) approve the transfer to American Airlines of
Trans World Airlines’ (TWA’s) authority, contained in its
certificate for Route 147, to serve Chicago-London; and (b)
dismiss the application of Pan American World Airways (Pan Am) to
effect its designation on the Chicago-London route.

I. CHRONOLOGY

On December 18, 1989, American and TWA announced their agreement
to transfer TWA’s Chicago-London certificate authority and certain
Chicago facilities to American.

On January 3, 1990, Pan Am filed an application in Docket 46693
seeking designation under the U.S8.-U.K. Alr Services Agreement to
serve Chicago-London pursuant to its certificate authority or, in
the alternative, consolidation of its application with the
anticipated American/TWA transfer application. Answers to Pan
Am’s application were filed by American, the International
Association of Machinists and Aercspace Workers (IAM) and TWA.

On January 24, 1990, American and TWA (joint applicants) applied,
under section 401(h) of the Act, for Department approval of the
transfer to American of the Chicago-London route authority
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contained in TWA’s transatlantic certificate. 1/ The Joint
applicants ask that the Department act on their request (using
expedited, non-hearing procedures) by April 1, 1990, to allow
American to commence Chicago-London service as soon as possible.

On February 18, 1990, we deferred the otherwise applicable answer
and reply dates and requested additional information from the
applicants. After the filing of the transfer application, several
parties filed pleadings related to procedural dates, the
confidentiality of evidence in the proceeding, and consolidation
of applications. A detailed chronology of these pleadings is in
Appendix A. On March 13, the Department issued a procedural order
which, among other things, found the transfer application to be
substantially complete and called for answers by April 11 and
replies by April 20. (Order 90-3-22.) On March 19, United
Airlines requested consolidation of its 1989 Chicago-London
application in Docket 46408 in the event Pan Am‘s application were
consolidated (Appendix A).

Answers to the route transfer application were filed by the Air
Line Pilots Association International (ALPA), IAM, the Independent
Federation of Flight Attendants (IFFA) and Pan Am. American and
TWA filed replies. ALPA and IFFA responded to TWA’s reply. 2/

On December 17, 1990, the joint applicants filed a route transfer
application in Docket 47320 which includes the balance of TWA'S
London authority. We have determined to proceed now on the
completed record before us in this docket and to consider the
larger request as soon as practicable.

II. JOINT APPLICATION

The route transfer at issue is part of an intercarrier agreement
which also includes the transfer to American of various other TWA
assets (gates, equipment, a maintenance hangar and other
facilities at Chicago-0O’'Hare International Airport). The purchase
price for the entire package, including the Chicago-London route
authority, is $195 million.

1/ Before filing their transfer application with the Department,
the joint applicants submitted their agreement, including the
proposed route transfer, for Justice Department review under the
Hart-Scott-Rodino Antitrust Improvements Act (HSR). The initial
HSR review period expired without DOJ action.

2/ 1FFA’s answer contained information granted Rule 39 protection
by Order 90-3-22 and was itself accompanied by a protective motion
to withhold from public disclosure as the rule requires. However,
IFFA also filed a motion seeking to release its answer to the
public. We will deny the latter motion and grant the former.
(IFFA's later response to TWA’s reply contains a version of its
earlier answer from which confidential material was removed.) The
ALPA and IFFA responses to TWA's reply were accompanied by motions
for leave to file. We will grant these motions.
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American proposes to operate two daily nonstop round trips between
Chicago and London on a year-round basis, using DC-10-30 and
B-767-300ER aircraft with a combined daily capacity of 441 seats
in each direction.

American and TWA assert that this proposed route sale is
consistent with the Department’s policy of allowing route
transfers provided that they do not conflict with important
international aviation policy objectives and are not otherwise
inconsistent with the public interest. The joint applicants state
that the transfer will increase the service available to
consumers, strengthen the U.S.-flag competitive position vis-a-vis
the now-dominant foreign air carriexr, increase intergateway
competition among U.S. carriers, and maximize the use of route
rights in a limited-entry market.

The applicants state that American'’s superior connecting services
at Chicago, some 315 flights daily, will enable it to compete more
effectively than TWA has with British Airways (BA). This improved
service will benefit travelers to London over the Chicago gateway.
The joint applicants also claim increased intergateway competition
vis-a-vis TWA (St. Louis), Pan Am (Detroit), Northwest
(Minneapolis/St. Paul), and Delta (Cincinnati). American and TWA
cite the Department’s general policy of not entertaining competing
applications in route transfer cases and maintain that Pan Am has
not shown that this case warrants an exception.

ITI1I. OTHER PLEADINGS
A, Pan Am

Pan Am analogizes its dormant certificate authority to a back-up
certificate that should now be activated. Pan Am contends that
its service would be superior to that proposed by American in that
it would use B-747 aircraft, would maintain service to London'’s
Heathrow Airport, and would offer beyond-London services that
American could not. Pan Am urges that its request to serve the
Chicago-London route is entitled to equal consideration and should
be consolidated into the transfer proceeding.

Pan Am, citing American’'s services to Manchester and Glasgow and
+~ Athar Aaetinatimna on the continent. states that if the



