DRIGINAL

Decision No. 68122

‘BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation on the Commission's )
cwn motion to determine proceduxe i
)
)
)
)

and rules for the administration
of Public Utilitics Code Scctions
5500 through 5511, Commercial Aix
Carriers, including the amount of
bond required thexcby.

Case No, 7777

.‘.

v
L8

(Appearances arc Listed.in Appendix A)

. SUPPLEMENTAL _OPINION

On June 3, 1964, the Commission xcopened this‘proceeding
for the receipt of additional cvidence in order that it might de#cr-
mine whether Decision No. 66978, dated Morch 17, 1964 should be
altered or smended, | | _y

Pursuent to said order a public hearing was held before
Exeminer Gravelle 3t San Framcisco on August 11, 1964, |

The staff of the Commission presented one witness who re-
commended certain changes in General Order No. 120, which oxder
resulted from the previous héarings.in this matter (Decision . .

No. 66978). Thosc recommendations arc contained iﬁ‘Exhibit No. 7
and consist of the deletion from paragraph 2(B) of Genexral Oxder
No. 120 of the 75 percent factor for alrcraft with 2 passenger seate
ing capacity in eoxcess of 21 persons; the addition to said paragraph
2 of thg definitions of the words "péssenger" and "seat" that are

contained in Decision No. 66978; and“thé addition to said paragxaph 2
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of provisions which would require insurance on aircraft used ex-
clusively for the tramsportation ofv freight.

On cross-exemination the witnmess stated that there should
be a change' in paragraph 10 of General Order No. 120 to provide
the Commission with Information relative to the gross weight of
ailrcraft operated by a "commercial air operator” in s manner similer

to the present requirement that such operator furnish the Commission

with information as to the passenmger secating copacity of each type

of alrcraft operated.

There were no objections by any appearances to the changes
suggested by the staff witness., Each of the.recomcnded chenges
appear reasomable and will be adopted.

Suggestions for further revision of Gemersl Oxder No. 120
wexre made by two representatives of insursnce compenies who intro-
duced in evidence Exhibits Nos. 8 and 9, xespectively, vwhich set
out those suggestions.

The objection to Gencral QOrdexr No. 120 expressed by the
sponsors of Exhibits Nos, 8 and 9 are directed to peragraph 9 of
the general order which comcexns itsclf with what the policles, or
certificate of insurance must evidence and, particularly, with
regoxd to the fact that the required insurance must apply €o...''any
and all comncrcial flights operated by the insured;...” It wos
argued that this 1s a burden upon the insurer who must bear the risk
of an operétion by the ailr operator of aircraft which have not been
reported to the insurer and of which said insurer 1s uneware. The
practical problem was pointed out that én insurer may not have the

financial or legal capscity to aseume 2 risk which the aix operetoxr




C. 7777 &GS

may expose 1t to by the unreported addition of increased capacity
cquipment.,

The insurer overlooks, however, that General Order No. 120

is not directed to the insurer but is rather directed to the
commexreial air operatox. This Commission does mot presume by the
general order to exert jurisdiction over an insurer. It must be
acmitted that an insurcr "desirous"” of obtaining or keeping the

business of 2 commercial alxr operator is indirectly,réquired to

conform to the requirements of the gencral order by the demond made
to such insurcr by the commercial air operator. This is not am
unusual situation in the field of regulation where those entitics
that are regulated must In the course of their business deal with
other unregulated entitics but must do so In 2 specificd manmer.
The suggested changes to paragraph 9 of Gemeral Oxder No. 120. axe
not reasonzble end will not be adopted. |

There was a further objection made to the form of the
cextificate of insurance which ié.utilizcd by a commefcial air
operator who chooses that method of reporting his insurance pursuant
to paragraph 8§ of General Order No. 120, The sentence in the
certificate to which objection is made is as follows:

"Whenever requested by the Public Utiliﬁics.ccm-

nission of the State of California the undersigned

companiecs agree to furnish said Commission a full

and corrcct Copy of said policy, with all endorsc-
ments thercon.''

Paragraph'8 of the general oxder scts out the various ways in which
the evidence of insuramce is to be filed by the commereial air
opcrator and it is the intent of that paragraph that the option is

that of the cemmereial ailr operator; hemce, the sentence above




quoted which 435 in conflict with paragraph & of General Ordex No. 12¢
1s to be disrcgarded and will be stricken from the certificate of
insurance.

Testimony was presented by several commercial air operators
relative to thelr objcetion to any requircment of insursmee or the
altexmative to the limit of $50,000 per passcnger seat. These
objections were discussed im Decision No. 66978, nothing new was
offered at the hearing after reopening and there nced be no further
ccmmenz'with regard to ssid objections.,

Findings
1. The amounts set forth in the following general oxder are
reasonably necessary to provide-adeéuace compensation for dasmage
incurred through anm accident involving a commereial aix operator.
2. The rules set forth in the foiiowing goneral order axe
reasongbly mecessary for the administration and enforcement of
Public Utilitics Code Seetions 5500 through 5511,

Conclusion

The public interest requixes the adoption of the

following gemexal order.

SUPPLEMENTAYL ORDER

IT IS ORDERED that:
1. The Certificate of Insurance presently used by commexcial
aix operators to report thelr insurence coverage to this Commission

is bereby amended by deleting from said Certificate of Insurance the
sentence quoted in the body of this opinion.
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‘2. The rules set forth in the genmeral order attachcd hereto
shall be known as General Oxder No, 120-A, which shall become
effective Januwaxry 1, 1965,

3. Concurrently with the cffective date of General Order
No. 120-5, General Order No. 120 is rescinded.

4. The Secretary of the Commission is directed to cause a
copy of this decision and of the general order;to be sexved forth-
with on every commercial air operator as defimed ‘in Public Utilities
Code Section 5500.

The effective date of this order shall be January 1, 1965.

Dated at Man Franciaco , California, this 77=
day of OCTOBER —, 1964,

%&I/ Py s:I.d c

’ _t‘ﬂ/ "
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M//,,,,,,,A '

Coramissioncrs




GENERAL ORDER NO. 120-A

PUBLIC UTILITIES COMMISSION OF THE
STATE OF CALIFORNIA

RULES REGUINING ALL COMMERCIAL AIR OFERATORS TO PROVIDE AND
TIEREAFTER CONTINUE IN EFFECT ADEQUATIE PROTECTLON AGAINST
LIABILITY IMPOSED BY LAW UPON SUCH OPERATORS FOR THE PAY~
VENT OF DAMAGES FOR PERSONAL BODILY INJURIES (INCLUDING
DEATE RESULTING TEHEREFROM) AND DAMAGE TO OR DESTRUCTION

OF FROPERIY.
Adopted 907 2 7 1964 . Effective Jonuary 1, 1965.
(Decision No. _ ©8122 , Case No. 7777)

>

1, On ox before Januvary 1, 1965, cach commercial air
operator as defined in the Publié Utilities Code shall file
evidence as hereinafter specified with this Commission that
such operator has in effect liobility imsurance that complies
witk this genexal oxdex, | |

2. Ivery commercial air operator shall procure and there-
after continue in effect, 50 long as such operator continues
to offer his sexrvices for compensation, adeqeate protéctioﬁ
against liabllity ioposed by law upon such operator for the
payment of damages for personal bodily injuries, including
death resulting therefrom, and property danage as a result
of an accident, subject, howevexr, to the following m£mﬁm£i
limits: |

&) Alxeraft with Péssenger Scating Capacity,
1 to 20 persons,

1. Aircraft Paséenger Bodily Injury and Death

Liability - o m;nimun for ome passenger seat
of atnleast $50,000 wué a nirimum for each
accident in any ome aircraft of at least an
anount equal to the totalzproduced bylmulti-
plying $50,000.by_the number of pascengef

seats in the alrxcraft,

-1
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Aircraft Bodily Injury and Death LiabiliQy
(excluding pexsons aboard aircraft)-- a
aininun of $50,000 for ome person in ome
accident, and a mininum of $200;000 for cach
accident. . |

3. Adxcraft Property Damage Liability-- a
ninimum of $1oo;doo for cach aceident.

Alxcraft with Passenger Seating Capacity,
21 or moxre persons.

L, Aircfaft ?assenger Bodily Injury amd Death
Liability-- o minioun for ome passénger seat
of at least $50,000 ond a minimm for each
accident in any one alrcraft of at least on
Jgoount equal to the total proéuced by multi-
plying $50,000 by the number of passenger
seats in the éircraft.

Aireraft Bodily Imjury and Death Liability
(exciudiﬁg pérsons aboard aircraft)-- a
ninioum of $50,000 for one perséﬁ in ome
aécident, and 2 minimun of $500,000 for each
accidéht.‘

3s Alrxcraft Property Damage Liasbility-- a
nininum of $500,000 for cach accident.

(C) Definitions of the words ''passenger’ and 'seat”,

1. 'Passenger' means any pexrson, other than an
em@loyee of the'comﬁercial alr operator pro-

tected by Workmen's Compensation Insurance,
aboczd the aireraft to whom the commexcilal
gir OPELaLor owes 2 duty imposed by lawa
"Seat" ﬁeans the space provided aboard the
aireraft to be rzeasonably occupicd by one

passenger.
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(©) Alxcraft Transpoiting Freight exclusively‘héving
O a agross weight of 20,000 pounds ox less;

L. Aircraft Bodily Injury and Death Liability
(excluding £light erew aboard aixexaft)--~ a
ainioum of $50,000 for ome persom in ome -
aceldent, and a ninjoum of $200;OOO for each
accident. | . |
Aireraft Property Damage Liability (excluding
freight aboard aircxaft)-- a ninimm of
$106,000 for each accidents

(E) Alrxeraft Tramsporting Freight exclusively having 2
axoss welght of over 20,000 pounds.

1, Adxcraft Bodily Injury and Death Liability
(excluding £light crew aboard aixeraft)-- a
nininus of $50,000 for ome person in ome
accident, and a mininum of $SQ0,000 for each
accident, - |
Adreraft Property Damage Liability (exclading
freight aboard aireraft)-- a oininum of

| $SO0,006 for cach accident, , _
3. The émount of coverage to be provided by ecach commexcial
aix operator shall be determined in one of the following ways:
(4 Vhen the policy, surety bond or contract covers
77 all of the civeraft operated by the commeréial

air operatoxr, the coverage for alllaircraft shall

be determined by the coverage applicable to the |

aireraft having the greatest passenger seating

capacity,
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When each aircraft is covered by a separate policy,
bond or contract, or by separate schedﬁles each of
which is appliéablé to a single aireraft within a
policy, bond or contract covering‘two or nore aix-
craft, then the minimum required coverage for each
aigcraft shall be determinmed by its ovm individual
reqpiremeﬁt; |
Vhen the policy, surety bond oxr contract procured
by the commercial aixr operator is of a single limit
nature such policy, surety bond or contract shall be
aceeptable by the Commlssion providea that the miﬁi-
o single linmit of the policy, surety bond or
contract is at least equal to the total of the
minimm linits as determined by paragraph 2 herein
for sepaxate linit policies, surety bonds ox
contracts. |

Coverage herein shall be deemed sufficient as to
eaqh aireraft operated commercially whem the ninimur
requireﬁents set forth in paxagraph‘Z'havc been met
ad filed with the Commission and nothing herein
shall require two or more persons to separately
insure the same alxcraft; however, nothing hercin
shall prevent two or more persons who are comercisl
air operators from being momed as imsureds on the
same policy of imsurance, surety bond or contract,
When the actual limits of insurance, surety bond or
contract indemnity exceed the ninimm anounts set
forth in paragraph 2 herein the commexreial air

operator £iling evidence of insurance as hexeinafter
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provided may report only said minimum coverage and
need not specify the smounts of imsurance, bond ox
contract indemnity in excess of said minimum
requirenents, .
4. The protection herein xequired shall be provided in ome
the following ways:
(A) By a policy, or policies, of public 1liability
“ insurance issued by a company, or companies,
1icensed to write such insurance in the State of
California,
By a bond oxr bonds issued by a surety coompany,
or companies, licensed to write surety bonds in
the State of California.
By.a plan of sclf-incurance approved as hereinafter
réquired.
By a policy, ox policies, of public liabllity
insurance and property damage insurance written
by nonadmitted insurers, subdject, however, to.
Section 1763 of the Insurance Code of the State of
California, |
By any other plan of protection for the public
approved as hercinaftexr requiredo
(F) By a combination of two or moxe of.the foregoing

nethods,

5. Uhen the protection is to be provided by the means set
forth in subparagraphs (4), (), ), (€) and (F) of para-

oxaph & hereof, a deductible clause may be imserted. Where

5 per centun, or less, of the risk is made deductible no

special approval will be required. Where moxe than 5 per'
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centun of the risk is made deductible special approval
undexr paragraph 7 of this geﬁeral oxder shall be xequired,

6. The protection provided hereunder shall not be
cancellable on less than thirty days' written notice to
the Public Utilities Commission, such notice to cotmence
to run from the date the motice is actually received at the
San Francisco or Los Angeles offices of the Commission.

7. Vhen the protection is provided by an approved alter-
nate plan or a plan of self-insurance, or includes such an
approved plan or plan of self-ingurance‘with other néthods,
approval of the Commission is required, Such approval shall
be reéueéted by a formal application in accordance with the
Commission's Rules of Practice and Procedure setting forth
all the facts which shall be reéuired by the Cormission
with respect thereto, |

8« Uhen protectién hexeunder, as set forth in baragraph 4,
is provided by a policy or policies of insurance, or by
bonds, evidence thereof shall be filed with the Public
Utilities Commission by the commercial air operator prior
to Jaauaxy 1, 1965, and thereafter cvidence of xenewal
prioxr to the expiration of policies of insurance or bonds,
in one or morxre of the following,manners:.
| ) By a copy of the policy of imsuxamce, or bond,

. duiy cextified by the company issuinz it to bé
a true copy of the oxiginal policy.

(8) By a photostatic copy of che originél bond ox
poliey,
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(C) By an abstract of the original policy ox bond,

o signed by the company issuing it, in sufficient
detail to evidence compliance with Chopter 9 of
Division 2 of the Public Ucilities Code.
By a certificate of imsurance, in form approved
by the Commission, signed by the company issuing
the policy, or by the undexwriting mahagers.for
a group of companies issuing such policy, or, in
the case of monadmitted conpanies by the brokex
placing such coverage.

9. The policies, or cextificate above referxed to shall
evidence that the coverage shall apply to any and all
commercial £flights operated by the insured; irrespective of
whethex the aircraft involved in the liability insured axe
specifically described in the policy (unless the policy or
policies axe written on a single spécific aircraft), and
shall not be subject to ény exclusion by'virtﬁe of violations
by saild commercial aixr operator of ony applicable provisions
of the Federal Aviation Act of 1950, as amended, or_of,any
rule, reguldfign, oxrder or other legdlly‘imposed requirement
prescribed by the'Federal‘Aviation'Agency or Civii.Aéronautics
Board. | o

10. On, or prior to January L, 1965, each commercial air
operator shall file an affidavit, (signed by an executive
officer if a corxporation; by a partner if a portmership, or
by the owning operator if an individual) with the Cormission
setting forth the passenger seating capacity and gross weight
caxrying capacity of cach type of aircraft in commercial

operation. At any time thereafter that the passenger seating

capacity or gross weight carrying capacity of any such aircxaft




“Go 00 120-A Qs

nay be increased to a point whexe the protection then on

file as provided in paragraph 2 of this genexal.order is
inadequate, and if a mew type of airsvaft is acquired and
opexated, a supplementary affidavit of passenger‘seating
capacity and gross weight carrying capacity shall be'filed
with the Commission. Prioxr to ﬁhe operation of'added
capacity, or new aircraft with capacity in excess of cover-
age theretofore on f£ile, the commercial air operator shall
cause to be filed evidence of additiomal coverage sﬁffiéient
to comply with the minimum limits heretofore set forth,

PUBLIC UTILITIES COMMISSION OF THE
STATE OF CALIFORNIA

By Noel Coleman, Acting Secretary
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APPENDIX A

LIST OF APFEARANCES

FOR RESPCYDENTS:

Ihomas H. Daly, for United Adr Limes, Inc,; Charles L.
Frankel, f£or Commodore Helicopters; Leslie Arnold, for Les Arxmold
Entexprises, Inc.; Robert R. Short, Tor Oakland Internmational
Aixport; Haopton L. Kirchmaler , for Central Aviation Acadeny;
Ce P, Ronda, John V. Simpson and Gordom Pearce, by Gordon Pearce
for Western Air Lines, Inc.; D. U. Merecexr, for Lockbeed ALY
Terminal; Samuel Miro, for Miro-rontana Alxport; Robext A. Eaton,
for Trans~California Airlines, Imec.; Ida H. Hermamn, for
California Airmotive Corporation of Delaware; Horry Raap, for
Pacific Southwest Airlinmes; Leigh Athearn, £or Pan Axexican Woxld
Alrways, Inc,; Michael Bota, for Flying Tiger Line, Inc.; .
Franle R, Chabot, for Bonanza Aix Lines; Tom Kennedy, foxr Air Taxi
of Oakland; Theodore P. Lambros, for Compania Mexicana de Aviacion,
S, A, (Mexicana Alrlimes); Edoond F. MeKeown, Jr., for United Aix
Lines; Louis M, Robinson, for Cax2er Aviation Academy; and Herbert
I: Wardman, for Wardman Flying Sexvices

TOR INTERESTED PARTIES:

E. F. Xoosmann, for The Koosmann Co.; Richaxd T. Powexs,
for Assoclated Aviation Undexrwriters; Eugene A, Read, Zor
California Manufacturers Association; Charles L. Bradshaw, for
International Aviation Undexwriters, Inc,; Ihonas B.. Columbus, for
American Mercury Imsurance Company; Johm L. Dewey, for Alexandex
and Alexander Inc.; Michael German, £or American Aviation Underx-
writers; Sohn F. Gruchy, for Northwest Underwritexs, Americean
Mercury; Anthony N. Hobzood and Rogexr G. Teiz, for Imsurance
Company of North Amexica; Rebert C. Packard, foxr Aviation Insuxance
Managers, Inc.; Peryy H. Taft, for Association ¢f Casualty and
Surety Companies; Eramlk G. thomas, for Johmson & Higzgins of
California; E;_ Avervy Tindell, for Appleton & Cox; Examklin L.
Winship, for Morsh & McLenman, Inc.; Jack R. West, £or United States
Aviation Underwriters, Imc.; and John J. white, fox United States
Aviation Underwriters, Inc.

FOR THE COMMISSION STAFF:

Elinore Charles and Douzlas Quinlan.




