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ORDER TRANSFERRING CERTIFICATES

By this order we approve the joint application for transfer
of, and transfer to American Airlines, Continental Airlines’
certificate for Route 550 authorizing scheduled combination
service between Seattle/Portland and Tokyo/Osaka, (2) decline to
impose labor protective provisions, (3) grant Continental a
temporary exemption to continue to serve the route after the
transfer until American inaugurates service, (4) deny the
applicants’ request to extend the term of the transferred
certificate for a full five years, and (5) deny the request of
America West for conditions relating to operation of Continental’s
Honolulu-Tokyo route.

Background

On December 14, 1990, Continental Airlines and American
Airlines jointly filed an application for the approval by the
Department under section 401(h) of the Federal Aviation Act of
1958, as amended, of the transfer of Continental’s Seattle/
Portland-Japan route authority. The application also requested
that the certificate, which expires on November 20, 1993, be
extended for a full five-year term when it is transferred to
American, and that Continental be granted a temporary exemption to
continue serving the route until American inaugurates service.
Finally, the application requested processing using expedited non-
hearing procedures under Subpart Q of the Department’s Procedural
Regulations.



Contemporanecusly with the application, the Joint Applicants
filed a motion for the establishment of an expedited procedural
schedule under Subpart Q, emphasizing that early approval is
highly important to Continental in view of its recent filing under
Chapter 11 of the Bankruptcy Code and its particular need for cash
during the traditionally slow travel season in the first quarter.
The joint applicants also filed individual motions for
confidential treatment, under Rule 39 of the Department’s
Procedural Regulations, of various documents which they filed with
the application and in response to the Department’s letter of
December 5, 1990, requesting information. The motions indicated
that, to avoid delay, immediate access to these materials should
be given, on a confidential basis, to counsel and experts for
parties until the Department acts on the motions.

On December 17, the Department issued a notice establishing
expedited procedural dates under Subpart Q for responses to the
application. On December 18, it issued a notice granting limited
immediate access to the Rule 39 documents. In a letter filed
December 19, 1990, American clarified certain aspects of the
application.

The application stated that the U.S. Department of Justice
had notified the joint applicants that it would not take action
adverse to the transfer and that it was providing early
termination of the waiting period under the Hart-Scott-Rodino
Antitrust Improvements Act of 1976. On December 19, 1990, the
U.S. Bankruptcy Court for the District of Delaware approved
Continental’s execution and performance of the route purchase
agreement dated December 3, 19%0.

The Application

According to the application and attached route purchase
agreement, Continental proposes to transfer to American its
certificate authority for Route 550 and to use its best efforts to
transfer to American the Narita Airport slots currently used for
its Seattle-Tokyo service and its facilities in the International
Arrivals Building at Seattle/Tacoma Airport. The total purchase
price is $150 million, to be paid upon closing. The closing will
take place ten days following the satisfaction of certain
conditions, principally the receipt of all U.S. Government and
Bankruptcy Court approvals. American may defer consummation of
the route purchase until December 31, 1991, by immediately
advancing $140 million of the purchase price to Continental in
return for specified security interests and the payment of
interest.



According to the applicants, the requested transfer is
consistent with the public interest and advances important
international and domestic aviation policy objectives. They
contend that the transaction will essentially substitute one car-
rier approved for the route with another, 1/ to the benefit of
both carriers, the traveling public, and competition between the
U.S. and Japan/Asia.

Continental allegedly will benefit because the cash from the
sale is an essential aspect of its reorganization strategy under
Chapter 11, and because the route has not proved to be a profit-
able fit with its domestic and transpacific route structure.
American will allegedly benefit because the route will provide it
with the ideal gateway upon which it can ultimately build a
transpacific hub to serve Japan and other Far East destinations.

Passengers will allegedly benefit because American’s service will
connect immediately with its major hubs at Chicago, Dallas/Ft.
Worth and San Jose, and will more aggressively expand other
connections over the gateway than Continental could. Competition
will allegedly be improved because American will be able to
compete more effectively with Northwest, United and various
foreign carriers, both at that gateway and generally across the
Pacific, while Continental will get the cash to reorganize without
cutting service or employment, and will be able to maintain its
more viable services to Japan and the Far East from Guam and
Honclulu, including service to Tokyo. Domestic service and
competition would similarly benefit from Continental’s smooth and
successful reorganization.

Answers

Answers were filed by the Port of Seattle in support of the
transfer, and by America West Airlines, Inc. 2/ BRmerica West does
not oppose the transfer, but requests a condition relating to
Continental’s Honolulu-Tokyo route, which is not being
transferred.

1 American was selected for the Seattle-Tokyo route by the DOT
decisionmaker in Docket 45165, but, for procedural reasons,
Continental’s selection by the Administrative Law Judge in a prior
proceeding was upheld by the Court of Appeals. Continental
Airlines v. DOT, 856 F. 2d 209 (b.C. Cir. 1988).

2 MAmerica West's answer was accompanied by a motion to withhold
certain material from public disclosure under Rule 39, since the
matters for which confidentiality is requested refer to material
for which confidentiality has been requested by the applicants.






