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Decision No. -----

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Investigation on the Commission's) 
own motion to determine procedure ) 
and rules for the ~dministration ) 
of Public Utilities Code Sections ) 
5500 through 5511, Commercial Air) 
Carriers, including the amount of ) 
bond required thereby. ) 

) 

Csse No. 7777 

Thomas H. Daly, for United Air Lines, Inc.; 
Charles L. Frankel, for Commodore Helicopters; 
Les11e Arnold, for Les Arnold Enterprises, Inc.; 
Robert R. ~hort, for Oakland International Airport; 
Ha~pton L. Kirchmaier, for Central Aviation Academy; 
D. p. Renda, John W. Simpson and Gordon Pearce, by 
Gordon PeAr~e) for Western Air Lines, Inc.; D. W. 
Mercer, for Lockheed Air Terminal; Samuel Miro:
:or Miro-Fontana Airport; Robert A. Eaton, for 
Trans-California Airlines, inc.; ida H. Hermann, 
for California Airmotivc Corporation ot DeIaware; 
and Harry Raap, for Pacif;.c Southwest Airlines, 
respondents. 

E. F. Koosmann, for The Koosmann Co.; Richard T. 
Powers, for Associated Aviation Underwriters; 
and Eugene A. Read, for California Manufacturers 
Assoc13tlon, lnterested parties. 

Elinore Charles and Douglas Quinlan, for the 
Commission staff. 

OPINION -- ....... -~ .... -
!his investigation was instituted on November 12) 1963 

pursuant to Publi~ Utilities Code Section 5505 (Added Stats. 1963, 

Ch. 1282) which directs the Commission after hearing to set th~ 

3mOU:'lt of liability insurance reasonably required of every "commercial 

.;:ir operator" to provide adequate compensation for damage incurred 

th%ough an accident involving said commercial air operators. 
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Public hearings were held before E~miner Gravelle on 

Febl-ua~y 10 and 11 in San Francisco and February 17 and 18 in Los 

Angeles. The matter was submitted on the latter date subject to the 

!~ling of concurrent briefs ten days after receipt of transcripts by 

the parties, and subject to a motion joined in by various parties for 

a continuance and direction to the staff to prepare a proposed Gene=~l 

~~clc=. Said motion will be considered subsequently herein. No briefs 

have been timely filed by any party; this matter stands submittcci. 

Notice of hearing and a copy of the Order !nstitutins 

~t'lvestigation were mailed to over 550 potential respondents and 4:.33 

int~rcstcd parties (insurers). Appearances were entered by II 

respondents and 3 interested ~arties. 
~ 

The st~ff of the Commission presented one witness and 

offered four exhibits which we~e received in evidence. It was the 

recommendation of the staff witness that limits of liability for 

pc~sonal injury or death should commence at $50,000 per person and 

for property damage ~t $100,000 each accident. His suggestion as set 

forth in Exhibits Nos. 1 anci lA established a breaking point basco on 

the sccting capacity of the aircraft covered by the insurance. 

A~.rcrQft: with se.ating capacities of 20 or less would require $100,000 

of property damage liability insurance; $50,000 bodily injury or deata 

li~bili:y insurance for third parties not aboard the aircraft with 

$200,000 for each accident; and $50,000 bodily injury or death 

l~ability insurance for persons aboard the aircraft, the extent of 

thi~ lattc~ coverage based upon the number of seats in the aircr~ft. 

Aircr~ft with seating capacitiec of 21 or more would ~equiro 

.~ 500,000 of prope:-:ty damage liability insurance; ~50, 000 bodily injux-y 

or death liability insurance for third parties not aboard the aircraft 
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with $500,000 for each accident; and $50,000 bodily injury or death 

l~ability insurance for person~ aboard the aircraft, the extent of 

ti1i~ latter coverage based upon 75 percent of the number of seats in 

the aircraft. 

In addition to the limits of coverage 8S above mentioneci the 

staff witness recommended that any Generel ~rder which should evolve 

from these proceedings contain a rule that thc insurance carried by 

commercial air operators would not be cancellable due to violations 

by the operator of Civil Aeronautics Board or Federal Aviation Agency 

regulations. The balance of the staff recommendations were to the 

effect that the General Order implementing Public Utilities Code 

Sections 5500 through 5511 be built around the statutory specifica

tions contained throughout those code sections. 

The Ifmits of liability insurance recommended by the staff 

wcr~ originally contained in Exhibit No. 1 which was received in 

cv~~ence on the first day of hearing in San Francisco. Cross

exam!Dation of the staff witne$s by various respondents and intc=csted 

p=rtics disclosed certain problems with tern1S used in said eXh:bit 

which might cause confusion as to whom the liability insurance was to 

cfford protection. In an effort to solve those problems the st~ff 

rev~sccl its Exhibit No. 1 and offered Exhibit No. LA on the first day 

of hearing in Los Angeles. ~e of the problems pointed out on cross

cxan1:i.nation involved the use of the word ::passengern in Exhibit No.1. 

The staff witness testified that it was his opinion that insurance 

protection should only be afforded passengers and that an employee of 

the commercial air operator would not be such a "passenger;!. In 

E:~dbit No. lA the staff witness in response to requests by seve=al 
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!."c~!?ondents gave his defini.tion of the word ::passenger" as well as 

hi.3 c~.efinition of the word ::seatH
• Those definitions are as follows: 

q 'Passen~er' defined: 

As used in this exhibit, 'passenger' means any 
person aboard the aircraft to whom the commercial 
air operator owes .3 duty imposed by law.;! 

.. 'Seat' defined: 

As used in this exhibit, 'scat' means the space 
provided aboard the aircraft to be reasonably occupied 
by one person." 

Counsel for respondent United Air Lines, Inc. objected to 

the receipt in evidence of E~ibit No.1A on the grounds that there 

is a basic conflict between the testimony of the sponsoring wi:ne~~ 

ana the above-quoted definitions in that those definitions are bro~d 

enough to encompass crew members. While the definitions are broad 

e~ough to include members of the flight crew aboard an aircraft, the 

tes·:::tmony makes clear the intention of the witness that they arc not 

to be considered passengers. The exhibit was received over objection. 

to. co:nmercial air operator owes a duty imposed by law to its employees, 

both members of the crew aboard an aircraft and ground personnel. 

That outy is separate and di.stinct from the liability such operator 

woulcl owe to persons who were not its employees. In California at 

lccs'1:~ employees covered by vrorkmen's Compensation Insurance do not 

hove a choice of action in proceedings against their employers for 

injuries received in the course of employment. Since Section 5503 of 

the :2ublic Utilities Code provides in part ';;.. .. .adequate protection 

liability imposed by law upon a commercial air operator 
.. 

lit ,. • ) and there is a pre-existing and compulsory liability tmposeci 

upon both employer and employee, the ((liability:: mentioned irt Section 

5503 m~st necessarily be that owed to per~onz other than employees 

ir. the course of their employment. The ex'cent of that liability will 
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oe ~.~tercnined by a court of competent jurisci.iction in a proper 

p~oceeding ~nci is not a quection to be answered by this Commission. 

J,"'hp. United Air Lines. Inc. witness in adci1:essing himself to the 

deZinitions of ;;passenger;; anc. ilseat:: propounded by the staff merely 

s~::.~\ ••• ;; 'passenger' means any person other than a member or 

mcmbe~s of the flight crew (!ncluding cabin attendants) aboard the 

a~rcraft to whom the commercial air operator owes a duty imposed by 

1~'W. 

And with that modification of the 'passenger' definition, 

we would suggest that the def!nition of the word 'seat' be modified, 

st~:!.ldng the word 'person' at the end of the sentence and substitutinS 

ti.1e word I pa ssenger' • i ( (Ir .1.07) 

For purposes of th~s decision an6 the accompanying General 

Or~er th~ Commission adopt~ the following cefinitions of the words 

':pDssenger': and :lseat,l: 

;;Passenger l
; means any person, oth.er th~n an employee of the 

cou~e4cial air operator protected by Worl~cn~ Compensation Insurence, 

aboard the aircraft to whom the commercial air operator owes a duty 

im~)o sed by law. 

':Seat:: means the space provided aboard the aircraft to be 

re~con~bly occupied by o~e passenger. 

30me of the respond~nts who appeared at the hearings 

t~ctifiecl and gave their opinion as to the ltmits of liability 

i~$uranc~ recommended by the staff witnes~ and its possible effect on 

tn0ir 4espective operations. The operators Who utilized smaller 

a~rcraft {including a glider operation) o~jected to the $50,000 per 

person bodily injury and death requi,:emen~ as being too large a sum. 

n1cre was testimony that the average recovery for cla~s against air 
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op~rators was'uDder $10,000 and that a mintmum of $50,000 might force 

some operators out of bucinecs. They uniformly expressed doubt as to 

t~~ avnilability of any insurance without the escape clause for 

violation of CAB or FAA regulations, although it was admitted that 

such a requirement is standard in contracts air operators enter into 

~.;rith v3rious dcpartmcnta of the Federal GO\7en"Ul~ent for tr.'l\"1sportstion 

of government employees. One operator of larger aircreft 

(~C ,assengers) testified that his present insurer would not write 

incurance for him above a ~25,000 per pascenger limit. It appears 

f~om the testimony of the various respondents that their practices 

with regard to insurance protection vary widely, from those with no 

inzurance to those with more ~han suggested by the staff witness. 

!he Commission is cognizant of the f~ct that the General 

O=ce: attached hereto and the legislation which it implements may 

cause harclship to some commercial ait' ope~a'tors) however, such hard

ship is outweighed by the protection affor.dcd the general public. 

In addition to the objection previously noted as to the 

av~:i.lability of liabi.lity insul:'snce without the :;escape': clause fot 

violation of CAB or FAA reeulations, the argument was advanced that 

such a requirement in the General Order might do more harm than good 

in that it would remove the threat of insurance cancellation which 

acta ~s a deterrent to violations of those tegulations. This 

Commiscion does not possess tae regulatory power to enforce safety 

regulation upon commercial air operators, that function lies with the 

federal agencies. He do have the obligation, however, to protect the 

publ~c, to whatever extent possible, from tae loss that occurs when ~ 

co~ercial air operator is involved in an accident. To 3llow 3n 

insurer to escape liability because the inourcd has violated a iedersl 

~~fcty regulation, which may have been the precise cause of an 

accident, would afford the pub~ic no adequate protection. 

-6-



\:. 7777 

Ihe witnesc for r2spondent United Air lines, Inc. testified 

:i:~1 1?~r: that he had no scriou::; quarrel with the staff recommendation:::. 

He clid, as we previously noted, qualify thei~ definitions of 

::l'.:o~cnger~; anci Ii seat'; • United Air L~nes, Inc. th.rough its witness 

int:,oc1uced three exhibits. Two of these 't.,C7Ce bl.mk certific.=Ites 0::: 

in:u~3nce that are used for ~iling evidence of insurance with various 

p~blic boclics. The third, E~cl1ibit No. 3, w~s a proposed f.orm of 

Gcnerol Or<icr which incorpora'i::Cci the limi'~s suggested by the staff. 

TI1C witness mode cleor, how~ver, that thoce figures were iDserteci in 

h~s e~1ibit for purposes of illustration only and that he neither 

cnc'io':Cscd~c~ rejected theul as such. Exhibit No.3 contains the 

::cscapc1i clause provision tha'\: has alrcacly been cliscussed, and addeci 

c~o~g other things a provision for reporting the passenger capacity 

"" • Of"" f . . 1 o~ C~ ~erent types 0 31rcroft that a commcrc~o ai~ op~rstor might 

be u~in8. The pu~o~e of this provis!on ic to c~able the Commission 

to cietel~inc that the insurance on file is ~dcqu~tc ~o cover the 

equipment operated. TI1e General Orcicr which ~ccompanies this decision 

embocl~es most of the suggestions contained in Exhibit No. 3 with ~o~e 

mo~i.fie~tions to more closely co'Oform to ·~hc req':liremcnts of the 

st~tutory provisions involved. 

On t:he l~st d.3y of he~ring in Los Angeles a motion was ma~e 

-:'y counsel for respondent \IJeJtcrn Air Lines, Inc. that the staff be 

di,:cctocJ. to submit: a ci:::oft of .:) Goneral Order to the ?artics, that 

the ?3r~ies be given t~e to analyze and comment on 3aid draft, ancl 

the: iu:::the~ hearings be held prior to submission. This motion wac 

jo::ned in by counsel for respondent United Air Lines, Inc. one! i:>y 

~ounsel :co-: Associ.::ltecl Aviation Uncic:'C'W'ritors 0 The m:atte~ was t:;J~(;~:'l 

uncic~ submis~icn subject to a ruling on tho motion. The Commis3ion 

ho:: carefully considered this motion as well as 'the arguments adv~neecl 

in it~ ~upport and has decided that the motion should be clenicd. 
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'~~nC:':nO's 
,,- - 0" 

l.. The .:nnOUI'lts set ~O't"~h in t~'1e following General 'Jrder are 

recoonaoly necessary to provide adequate compensation for damage 

incurrccl through an accident involving a commercial air operator. 

2. The rules set fOI'th ii:l the follo'tl7ing General Order ~~e 

re~souab1y necessary for the administrat~on ~nd enforcement of Public 

Util:~t:!.es Code Sections 5500 through 5511. 

Conclusion 

The public interest requires the <:!cl.option of the follo't.,.:!.ng 

Gcner~l Order. 

ORtER - - - --
XT IS :lRDZRED thc';:: 

1. The motion fo~ ~ continuance is hereby denied. 

2. !he rules set forth in the General Jr6cr 3ttachec hereto 

shol!. be known as General Ordor Ho. 120, which shall become 

cficc:ivc on March 20) 1~6L~ .• 

3.. The Secretary of the Cormnissio6.~ is dirocted to cause a copy 

of this decision and of the 3eneral Order to be served forthw1th on 

eve~y commercial air operator as defined in ~blic utilities Code 

Section 5500. 

Th~ effectiv~ date of this orde~ :;h,.::ll be Harch 20, 196[: .• 

Dated at _~"-Io.:(,.;:;: ...... ~:n ...... ,~o_ .. ,,_ ...... .;.,-<.;..",,"_~..;;(,~-v~_, Cal if 0 l."nia, this 17 d.:-
clcy of __ J1I~1...;;·~..;....;;;.-...~. ___ , 196'~. 

-3- Commiss.ioners 
POmclisstoXlor Evoret'to C. McKeage, be1rlg 
necossarily absent. did not part1c1pat_ 
in the disposition or this procoeding. 



GE~~\: ORDER NO. 120 

PtmLIC UTILI'!'mS COM:-IISSION OF THE 
ST~TE OF CALIFORNIA 

Rtr.r..ES REQUIRIi-TG ALL COMMERCIAL AIR OPER.ATORS T,) PROVIDE Al\1D 
THEREAFTER CONTINUE IN EFFECT .\DEQUATE PROTECTION AGAINST 
LIABILITY L.~OSED BY LAi,v upon SUCH OPERATORS FOR THE PAY· 
~NT OF DAMAGES FOR PERSONAL nCDILY INJURIES (I'NCL'L'D!NG 
DEATH RESULTING THEREFROM) ~~ID D.~~GE TO OR DESTRUCTION 
OF PROPERTY. 

Effective M~rch 20~ 1964. 
, Case i'~o. 7777) 

1. On or before June 30) 196,!:" each comtlcrcial ~ir operator 

as dcf~nccl in the Public Utilities Code shall file evidence ~s 

here~nafter specified with this Coocission that such operator has 

in effoct l~ability insurance that complies with this general 

order. 

2. Every coomcrcial air operator sball procure and thereafter 

continue in effect, so 10n3 as such operator continues to offer 

his SCl~~CCS for compensation, ~dQ~uQtc protection against 

lia~ility icposed by law upon such operator for the paycent of 

dOQages for personal bodily injuries, incluclinz ceath resulting 

thercfroc, and property damozc os Q result of an accident, 

subject, however, to the following minimuc limits; 

(A) .~rcrQft with Passenger Seoting Capacity, 
1 to 20 persons e 

1. Aircraft Passenger Bodily Injury ond Death 

Liability - a rninimuc for one possenger scat 

of at least $50,000 and ~ minicuo for each 

accident in anyone aircraft of at least an 

a~oun~ equ~l to the tot~l p:ocluced by 

multiplyin~ ~50,OOO by the nucber of passen

ger scots in ti1C aircraft. 
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2~ Aircraft Bodily Injury ~nd Death Liability 

(excluding persons ~bo~rd aircraft)-- a 

minimum of $50,000 for one person in one 

accident, and ~ cinicuo of $200,000 for 

each occident. 

30 Aircraft Property Dao3se Liability-- a 

oinimuo of $100,000 for each accident. 

~) Aircraft with Passen3~r Scotin3 Capacity, 
21 or ~orc persons. 

1. Aircraft Passenger Bodily Injury end Death 

Liobility-- a minimum for one passenger Seat 

of at least $50,000 and a oinioum for each 

occident in anyone aircraft of ~t least an 

aoount equal to the total produced by multi

plyins $50,000 by 75 percent of the total 

nuober of passenger scots in the aircraft. 

2. Aircraft Bodily Injury and Dc~th Liability 

(c~cludins persons aboard aircraft)-- a 

~nimum of $50,000 for onc person in one 

occident, and a minim~ of $500,000 for 

each accident. 

30 f.~rcroft Property Damase Liability-- a 

cinicum of $500,000 for each accident. 

3. Tho amount of coverage to be provided by each commercial 

air operato4 sh~ll be determined in one of the following woys: 

(A) Wl1en the policy, surety bond or contrac~ covers 

~ll of the aircx~ft operated by the commerci~l 

air operator) the covor~se for all 3:~_'rc'r.:lft 011..::11 

be dctcroine~ by the covcr~gc appl~cQblc to ~hc 

aircraft havins the sreatest passenger scet:i.ng 

capacity. 
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(B) Vnlen each aircraft is covered by a separate policy, 

bond or contract, or by separate schedules each of 

which is applicable to a single aircraft within a 

policy, bond or contract covering two or more air

craft, then the minimum requirecl coverage for each 

aircraft shall be determine~ by its own individual 

requirement. 

(C) ~Then the policy, surety bona or contract procured 

by the commercial air operator is of a single limit 

nature such policy, surety bond or contract shall be 

acceptable by the Commission provided that the mini

mum single limit of the policy, surety bond or con

tract is at least equal to the total of the minimum 

limits as determined by psragraph 2 herein for 

separate limit policies, surety bonds or contracts. 

~) Caver age herein shall be deemed sufficient ~G to 

each ~ircrcft oper~ted commercially when the mini~urn 

requirem~uts set fortb in paragraph 2 have been met 

~nd filed with the Commission and notilinz herein 

shall require two or more persons 'to separately 

insure the same ~ircraft; however, notbin3 berein 

shall prevent ~10 or more persons who arc commercial 

air operators from being named as insureds on the 

same policy of insurance, surety bond or contract_ 

(E) ~n,en the actual limits of insurance, surety bond or 

contract ind~ exceed ti,e cini~um amounts set 

forth in paragraph 2 herein the commercial air 

operator filing evidence of insur~nce as hereinafter 

provided may report only said minimum cover~8c and 

need not specify the amounts of insuxance, bond or 

contract indemnity in excess of stJid minicUQ 

requirements. 
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The protection herein r0qu~red shall be provided in one of 

the follo'(.;t:!.n3 w~ys: 

(A) ny a policy, or policies, of public liability 

insurance issued by a company, or companies, 

licensed to write such insurance in the State of 

California. 

(B) ~y a bonG or bonds issued by a surety company, or 

companies, licensed to write surety bonds in the 

St~tc of C~lifo~nia. 

'''') , .... By a plan of ~elf-insuroncc approved as hcrcin3ftc~ 

required. 

~) By a policy, or policies, of public liability 

insurance ancl property cl~m~3e insurance written 

by nonadmitted insurers, subject, however, to 

Section 1763 of the Insurance Code of the State of 

Califon~ia • 

~) By any other plan of p~o:ection for the public 

approved as bcre:n~£ter required. 

(F) By.:l cocbin.:ltion of two or more of the foreeo:tnz 

methods. 

5. tlrClen the protection is to be provided by the n'leanS set forth 

in subpor.:lgr.;:phs (A), (n» (D), (Z) and (F) of parazroph 4· hereof, 

.:l deductible cl~use m.:ly be insc~tcd. 't.J'hcrc 5 per ccntUlil, Oi: 10$$, 

oi tnc risk is oadc deductible no spcci~l ~pproval will be 

required. ~~icre more than 5 per centum of the risk ~s mode 

6ecluetiblc spcciDl approval under paragraph 7 of this 8cncr~1 

orde~ shall be required. 

6. Tbc ?rotection provided bcrcundcr sh~ll no~ be canccll~ble 

on less th~n thi::ty days' written notice to the Public Ut:il:ttics 

Commission, such nocico to cocmcncc to run from the date the 

notice is ae~uQlly received at the San Frnncisco or Los P~eles 

offices o~ the Comcission. 
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7. ~~1en the protection is provided by an approved alternate 

pl~n or a ,lan of sclf~~nsurancc, or includes such an approved 

plan or plan of sclf-in$u~ance with other methods, approval of 

the Commission is rC'lui.rccl. Such apl~'i:oval shall be requcstecl by 

a formal Jpplicotion ~~ accordance w~th the Commission's ~ule3 of 

~actice and Procedure 3ctting forth ~11 the facts which shall be 

required by the Commis~ion with respect thereto. 

3. ~Jhen protection hct'cundcr, as =:~t forth in par.:lgraph l!., :i.:: 

provided by a policy Ol: policies of insurance, or by bones, 

evidence thereof shall be filed with the Public Utilities 

Commission by the commercial air opc-:ator prior to June 30) 19SI.:, 

and thereafter evidence of renewal prior to the cxpir3tion of 

policies of insurance or bonds, in onc or more of the following 

manners: 

(A) By.:l copy o:~ the policy of insurance) or bond, 

duly certified by the company issuing it to be 

a truc ~o~y of the original policy. 

(B) 3y a photoztatic copy o:E ·the original bond or 

,oliey. 

(C) Ey an abztract of the o~i5in~1 policy or bond, 

signed by the company i=suing it, in sufficient 

detail to evidence compl~ancc with Chapter S of 

Division 2 of the Public UtiliJ:ics Code. 

(C) By a ccrtif~cate of insu~ancc) in form approved 

by the Commission, signed by the company issuing 

the policy> or by the underwriting managers for a 

group of companies issuing such policy, o~, in 

the case of nonsdmittcd companics by the broker 

placinz such coverage . 
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9. The policies, or certificate above referred to sholl 

evidence that the coverage shall apply to any and all commercial 

flights ~perated by the insured; irrespective of whether the 

:Jirct'aft involved in the liability insured arc ~:pecifically 

clescr:bed in the policy (unless the policy or pl,licies are written 

on a single specific aircraft) and shall not be subject to any 

exclusion by virtue of violotions by said comcrci.sl air op~rator 

of any applicable proviSions of the Federal Aviation Act of 19S5~ 

as amenclecl, or of any rule, regulation, order or other legally 

imposed requirement prescribed by the Federal AvIation Agency or 

Civil Aeronautics Board. 

10. On, or prior to, June 30) 1961:., each comcercial air 

oper:Jtor shall file an affidavit, (signed by an executive officer 

if a corporation; by a partner if a partnership, or by the owning 

operator if an individual) with the Commission settinz forth the 

p~$scns~r seating capacity of each type of oircr~ft in comoerci~l 

operation. At ony time thereafter that the c~pacity of ~ny such 

~ircr~ft may be increased to ~ point where the protection then 

on file as provided in paragraph 2 of this eeneral order is 

inadequate, and if a new type of aircraft is acquired and 

operated, a supplementary affidavit of passeneer seating capacity 

shall be filed with the Comcission. Prior to the operation of 

~ddecl capacity, or new aircraft ~~ith capacity in excess of 

coverage theretofore on file, the commercial air operator shall 

cause to be filed evidence of additional coverazc sufficient to 

co~ply w~tb the minimum limits heretofore set forth. 

::?UBLIC UTILITIES COl:1HISS!ON OF THE 
STATE OF Cf.'..LIFORNIf.'... 

By Noel Colecan, Actinz Secretary 
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