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U.S.-CHINA AIR SERVICES (2001) : Docket OST-99-6323

ANSWER OF
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SAN FRANCISCO

By Notice dated October 6, 1999 (served October 12, 1999), the Department of Transpor-
tation invited interested carriers to file gpplications seeking designation and frequency aloca-
tions for the third phase of market expansion opportunities available to U.S. carriers as provided
inthe April 8, 1999 Protocol between the U.S. and the People' s Republic of China, which
amended the U.S.-China Air Transport Services Agreement. Applicationsin responseto this
Notice werefiled by seven carriers, including United Air Lines, Inc. (United) which requested
the alocation of two frequencies to enableiit to provide daily nonstop service in the San Fran+
cisco-Shanghai market.! For the reasons stated herein and those that will be set forth in its sub-
missions in the proceeding to be indituted by the Department (Notice at 2), the City and County
of San Francisco (* San Francisco”), owner and operator of the San Francisco Internationa Air-
port (*SFO"), strongly supports the alocation of two additiona frequenciesto provide daily non

stop service in the San Francisco- Shanghal market.

Asdiscussed in greater detail infra, United has also indicated in its application that it will, using the frequencies

alocated prior to 1999 and which are currently used for one-stop operationsto Chinavia Tokyo, operate addi-
tional new nonstop combination services between the U.S. and China. Indeed, among those new serviceswill be
new daily nonstop combination services between San Francisco and Beijing to begin in summer 2000.

60223708.01



Inthe U.S.-China Air Services Proceeding (Docket OST-99-5539), San Francisco

demonstrated that:

- A criticd need exigs for daily nonstop U.S. carrier service in the San Francisco
and Cdiforniamarkets to China, with the passenger and cargo traffic in this corridor exceeding
that of al other U.S. markets to China combined;

- An unpardleled and well-established ethnic and business community of interest
exists between San Francisco and Chinaiin generdl, and between San Francisco and Shanghal in
particular;

- The Bay Area has the largest Chinese- American community in North American,
and San Francisco and Shanghal have been sigter cities for over nineteen years,

- Over twenty-nine San Francisco Bay Area firms have offices, plants or other fa-
cilitiesin Shangha, eight of which are Fortune 500 companies,

- San Francisco isthe largest exporting region in the United States, accounting for
$45.2 billion dollarsin exportsin FY 1996. Additiondly, the San Francisco Bay Arealeadsthe
West Coast gatewaysin export sdesto China, amounting to $2.4 billion during the same time
period. In 1997, high tech goods valued at over $300 million were shipped by air between the
San Francisco Bay Areaand Ching;

- The San Francisco-Shanghal locd O& D passenger market islargeinitsown
right, and is likely to attract passengers originating in or destined to Los Angeles as well;

- SFO isaparticularly effective hub and gateway arport for U.S.-China service,
with about 450 daily domestic scheduled nonstop jet departures, and San Francisco- Shangha

service will sgnificantly enhance both inter-gateway and intra- gateway competition;
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- San Francisco- Shanghai nonstop service is a perfect “bridge” between two strong
coastal gateways, and

- Hnally, San Francisco's new internationd termind will sgnificantly enhance ser-
vice for passengers traveling to and from San Francisco.

In awarding the 17 weekly frequencies available for dlocation in the U.S.-China
Air Services proceeding, the Department specifically recognized that United’ s San Francisco-
Shanghal proposa “would provide significant public benefits for the traveling and shipping pub-
lic,” Order 99-6-17 at 7, and that the “addition of five new nongtop flightsin the U.S.- Shangha
market would offer an important service upgrade in that market, snce currently only one-stop
sarviceisavalableto Shangha,” Id. & 8. Faced with a limited number of frequencies available
for dlocation and finding that the public interest would be served best by ensuring that dl three
gpplicants were provided a significant opportunity to expand their services in the market, the
Department dlocated “the available frequencies as equdly as possible among the three carriers —
sx to Federa Express, six to Northwest, and fiveto United.” Id. at 7.

The present proceeding provides the Department with the important opportunity
to provide the necessary dlocations to makepossible daly nonstop combination servicein the
San Francisco-Shanghal market and, thereby, complete the “important service upgrade’ in this
market from one-stop to daily non-stop service. In addition, the alocation of these two addi-
tiona frequencieswill facilitate the upgrade of service between San Francisco and China-- in-
cluding atrue daily nonstop to Shanghai, and as recently announced by United, a new daily norn-
stop to Bejing. This latter service would replace the current one-stop service over Tokyo with a

new daily nonstop 368-seat B747-400 combination service between San Francisco and Beijing to
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begin in summer 2000 in recognition of the strong community of interest that exists between San
Francisco and China.

The award of two additional weekly frequencies to operate San Francisco-
Shangha daily nonstop service would offer business and leisure travelers a substantiad enhance-
ment of San Francisco-China service, and San Francisco's strength as aloca market will provide
support for daily nonstop service to both Shangha and Beijing. San Francisco will submit ex-
hibits demondirating these benefits in response to the Department’ s procedura schedule to be
established for “ingtituting a proceeding,” Notice, dated October 6, 1999, at 2-3.

WHEREFORE, for the foregoing reasons, the City and County of San Francisco
urge the Department of Transportation to alocate two frequencies to provide daily, nonstop-
combination service between San Francisco and Shanghai beginning April 1, 2001.

Respectfully submitted,
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