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Decision No. __ 6 ........ A;.;,;1.-.2,;;,;Z..;;;,· __ _ 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF THE SIATE OF CALIFORNIA 

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

Case No. 7777 

..... 

(Appearances arc I..isted\in Appendix A) 

.SUPPLEMENTAL OPINION 

On June 3, 1964, the Coxmnission reopened this proceeding 

for the receipt of additional evidence in order that it might deter­

mine whether.Decision No. 66978, dated March l7, 1964 should be 

altered or amended. 

Pursuant to said order a public hearing was held before 

Ex..."'miner Gravelle at San Francisco on August 11,. 1964. 

The staff of the COmmission presented one witness who re­

commended certain changes in General Order No. 120, Which order 

resulted from the previous hearings in this m.9tter . (Decision ~ .... 

No. 66978). Those recommendations arc c~ntained in Exhibit No.7 

and consist of the deletion· from paragraph 2(B) of General Order 

No. 120 of tbe 75 percent factor for aircraft witb a passenger seat­

ing capacity in excess of 21 persons; the addition to said po;lr.~grJ)pb 

2 of ehe definitions of the words "passenger" and "sellt" that .are .. ' 

contained in Decision No. 66978'; and'the addition to said pDr.;3g:t'apb 2 

-1-



c •. 7777· GS 

·0£ provisions which would require insurance on aircrafe used ex­

clusively for the transportetion of freight. 

On cross-examination the witness stated that there sbould 

be a change in par~gr~ph 10 of General Order No. 120 to provide 

the Caa;mission with information relative to the gross weight of 

aircraft operated by a "commercial air operator" in a manner s:l:milar 

eo the present requirement that such operator furnish the Commission 

with information as to the passenger sesting c.apacity of eacb type 

of aircraft operated .. 

There were no objections by any appearances to the changes 

suggested by the staff witness. Each of the recommended changes 

appear reasonable and will be adopted. 

Suggestions for further revision of General Order No. 120 

were made by two representatives of insurance companies who intro- . 

dueed in evidence Exhibits Nos. 8 and 9, respectively, which set 

out those suggestions. 

The objection to General Order No. 120 cxprcssedby the 

sponsors of Exhibits Nos. 8 and 9 are directed to paragrapb 9 of 

the general order which concerns itself with what the policies, or 

certificate of insurance must evidence and, partieularly, with 

regard to the fact that the required insurance must apply to ••• uany 

snd 311 cOtllOlcreial flights operated by the insurecl; ••• fr It WIlS 

argued ehattbis is a burden upon the insurer who must bear the risk 

of an operation by the air operator of aircraft which have not been 

reported to the insurer and of which said insurer is unaware. The 

practical problcmwas pointed out that an insurer ~y not b~ve the 

financ1.al or legal capacity to. asQ'UmC oS ~~ 'Wbic.h the· .o.1r -ope%et:o:c 
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~y expose it to by the unreported addition of increased capacity 

equipment. 

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

is not directed to the insurer but is rather directed to the 

commercial air operator. This Commission docs not presume by the 

general order to exert jurisdiction over an insurer. It must be 

admitted that an insurer "desirous" of obtaining or keeping the 

business of ~ commercial air operDtor is indirectly required to 

conform to the reqUirements of the general order by the demand made 

to such insurer by the cotmllcrcial air operator. This. is not an 

unus~l situation in the field of regulation where those entities 

that are regulated must in the course of their business. deal with 

other unregulated entities but must do so in a· specified manner. 

The suggested changes to paragraph 9 of General Order No. 120.~rc 

not reason~blc and will not be adopted. 

There w~s a further objection made to the fore of the 

certificate of insurance which is. utilized by a cocmercial air 

operator who chooses that method of reporting his insurance pursuant 

to paragraph 8 of General Order No~ 120. The ~tence in the 

certificate to which objection is ~de is as follows: 

''Whenever requested by the Public Utilities Com­
mission of the St~te of California the undersigned 
comp~nics agree to furnish s~id Commission a full 
and correct CORY of said policy~ with all endorse­
ments thereon. r 

Paragraph 8 of tbe general order sets out the various ways· in which 

the evidence of insurance is to be filed by the commercial air 

operator and it is· the intent of that paragraph that the option. is 

tbat of the commercial air operator; hence, the sentence above 
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quoted whieh is in conflict with PDrller~ph 8 of Ceneral Order No. 120 

is . to be disrcg~rded m:1d will be stricken from the c·ert1fie~te of 

insu%'Dncc. 

Testimony WtlS presented by sever~l commereul 8ir operators 

relative to their objeetion to llny requirement of insuranee or the 

altcrnDtivc to the limit of $50~OOO por passenger se~t. These 

objections were discussed in Decision No. 6G978·~ nothing new was. 

offered at the hearing after reopening and there need be no further 

~cm:ment ~1ith regard to said objections. 

Findings 

1. the amounts set forth in the followixl,g general order .are 

reasonably necessary to provide adeq~te compensation for damage 

incurred through an ~eeident involving a commercial ~ir operator. 

2. The rules set forth in the followixl,g gener~l order are 

reasonebly neees~ry for the adcinis.trlltion and QIlforeement, of 

Public Utilities Code Sections 5500 through 5511. 

Conclusion 

The public interest requires the adoption of the 

following general order. 

SUPPLEMENTAL ORDER 

IT IS ORDERED th~t: 

1. The Certificate of Insuranec presently used by commercial 

air operetors to report their insurance covcr~ge totb1s Commission 

is hereby amended by deleting froo said Certificate of Insur~Dee tbe 

sentence quoted in the body of this opinion. 
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2. The rules set forth in the general order attached hereto 

sball be known .9S General Order No" l20 .. A, which shall become 

effective January 1, 1965. 

3. Concurrently with the effective date of General Order 

No. l20-A, 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 served forth­

with on every cOttmercial air operator as defined :'in Public Utilities 

Code Section 5500. 

!he effective date of this order shall be January IJ965.,: 

Dated at lSM Fomd¥n ' California, this 22-' ". 
day of· ____ WJ,OC.u.T~OB.:.:.E.I.l.R _-" 1964. 



GENEr~ orJ)~ NO. l20-A 

PUBLIC UTILITIES COMMISSION OF Tr~ 
STATE OF CALIFORNIA 

RTJI.ES REQUIr .. ING ALL CO~RCIP..L Am. OPEP.ATORS TO reOVmE R.W 
nlEP.EMTER COtr.rIlmE IN EFF.c:CT ADEQUATE l?RO'!ECt~O~! A.GA1J.~sr. 
LIABILITY IMPOSED BY W1 UPON SUCH OPEP.ATOR.S FOR 'XEE PP.y· 
!.m:m OF DAMAGES FOR PERSONt~ BODILY INJURIES. (I~jCLUDING 
DBllnt RE SUL'rING TFlEREFROM) .AND DAMAGE TO OR DESTRuctION 
OF PROPERlY. 

Adopted __ ~_CT_2_7_1S_6_4 __ • Effective January 17 1965. 

(Decision No~ __ 6_8_1_2_!"'_>_, CCoee No. 7777) 

10 On or before J~nuary 1, 1965, e~ch commercial air 

operator as defined in the Public Utilities Code shall file 

evldence as hereinafter specified with this CoOQission that 

ouch operator has in effect liability insu:anee th3t cocpliec 

wieh tbis zeneral order. 

2. Eve~J coocercial air operator sball procure and tbere­

afte: continue in effect, so long as such oper~tor continues 

to offer his services for cOQpensation, adequate protection .. 
against liability iopoccd by law upon such operator for the 

p.:lytlcnt of d.!JtUlges for personal bodily inju:ieo, including.· 

death resulting tberefrotl;, and property dac.a~e as .:l result 

of an accident, subject, however) to the follo~-:ing t:lini:lUo 

lioits: 

(A) Airer.:lft with Passenger Seating Capac~ty, 
1 to 20 personz. 

1. .\ircraft Pa$senger Bodily Inju~J and Death 

Liab~lity w a oinicuo for one- passenger se~t 

of at least $50,000 ~~e a oiniouo for each 

accident in ~ny one aircraft of .:ltlcast an 

aoount equal to the total produced by Qulti­

plying $50,000 by the n1JCber of p<lsoenzer 

seats in the aircraft. 
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(B) 

2. P~rcraft Booily Injury and Death Liability 

(e:~cludin~ perc one aboarcl aircraft) -- a 

ciniolJtl of $50,000 for one person :i.n one 

accident, and a rJin:i.ouc of $200,000 for e.:lcb 

accioent8 

3. f~rcraft Property Da~ge Liabi1ity-- a 

miniouo of $100,000 for each accident. 

Aircraft with Passenger Seating Capacit"), 
21 or nore persons~ 

10 Aircraft Passenger Bodily Injury and Death 

Liability-- ~ ~i~uc for one passeneer seat 

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

accident in anyone aircraft of at least an 

acount equal to the total produced by ~ulti­

plying $SO~OOO by the nucber'of passenger 

seats in the aircraft. 

2~ Aircraft Bodily Injury and Death Liability 

(excludinr; persons aboard aircraft)-- a 

oinfouc of $50,000 for one person in onc 

accident, and oil t:lini~uc of $-500,000 for each 

accident. 

3 6 t.ircraft Property Daoagr Liability-- a 

~ninUQ of $500,000 for ~ach accident. 

(C) Definitions of the 'lilordc "passengert
: and aseat". 

1. "Passengerrl tleans any person, other than an 

eoployee of the coocercial air operator pro­

tected by v70rkccn f $ Coopensation Insurance, 

air operator owes a duty ioposcd by law. 

20 "Seat" ~:Jru: tbc spaee pro".rldcc1 ~bo.ard the 

aire=aft to be kc~son~bly occupice by one 

p~sscnge:r. 
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(0) Aircraft Transportinz Freight exclusively hav-lng 

a gross weight of 20,000 pounds or less~ 

1. Aircraft Bodily Injury and Death Liability 

(excludin3 flight crew aboard aircraft)-- a 

t:'lin:[,QUQ of $50,000 for one person in one 

aCCident, and a tlinimuo of $200,000 for each 

accident. 

20 Aircraft Property Da~ge Liability (excluding 

freight aboard aircraft)-- a minil:lu:l of 

$100,000 for each accident. 

CE) f~rcraft TrJnsporting. Freight exclusively baving a 

3toss wei~~t of over 20,000 pounds. 

l~ Aircraft Bodily Injury and Death Liability 

(excluding flight crew aboard aircraft)-- a 

~nieuc of $50,000 for one person in one 

accident, and a ~ntcuo of $500,000 foz e~ch 

accident. 

2. Aircraft Property Da'Oage Liability (e:tcludi~ 

freight aboar~ aircraft)-- a ~nicuc of 

$500,000 for each aecidcnto 

3. The a~ount of covera3e to be provid~d by each coccereial 

.sir operator shall be detcroined in one of the follo~1inz 'f/1:JyC: 

(Ai 'VJhcn the policy., surety bond or contrac~ covers 
.... 

all of the ci:craft ope=aeed by the coccercial 

air opcr~tor, the eove:ase for all aircr~fe shall 

be detcrcincd by the covcrase applicable to the 

aircraft h3¥Jin3 the ercatcst passen3cr ~eatinz 

capaci.ty. 
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(B) vJbcn each aircraft is covered by a separ.:lte policy, 

bond or contract, or by separate scbeeules each of 

which is applic.:Ible to a single aircraft ~d .. thin <l 

policy, bond or contract coverinz t'to10 or tlorc air­

cr~ft, then the mnmuc. required covcrazc for each 

aircraft shall 'be <3.etemined by its o~m.· individual 

requiretlcnt. 

(C) vJhen the policy, surety bond or contract procured 

by the coocercial air operator is of a s1n31e li~t 

n~ture sucb policy, sur~ty bond or ~ontract shall be 
, " 

acceptable by the CoQCission provided that the ~ni-

~uc single li~t of the policy, sorety bond or 

contract is at least equal to tbe total of the 

~n~uc li~ts as dcteroined by parazraph 2 herein 

for separate lioit policies, surety bonds or 

contr<Jctsfl 

('0) Coverage herein shall be dCcrJeC! sufficient as to' 

each aircraft operated cooccrcially when.: the mi~ur;: 

require~ents set forth in p.:lr~8raph 2 have been m~t 

and filed with the Coccission and not~in3 he~ein 

shall require two or ~ore persons to sep~rately 

insure the s~~e aircraft; however, notbing herein 

shall prevent t'to:o or ~ore persons who are coocercial 

air operator~ froo beinz n~~d QS· insurccs on the 

S.!lce policy of insurOluce, sw:ety bond or contr~cto 

(E) 1i1hen the actual lioits of insur.;)nce, surety bond ox 

CO'O.t:OOlct 5.n~ctlnity exceecl t~'c tliniI:lutl aoounts set 

fo~tb in parDgra?h 2 hc:cin the coccc:c~ol air 

operator filing eviclence of insurance as hereinafter 
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provided ~y report only said oiniouc coverage and 

need not specify the ~counts- of insurance, bond or 

contract indecnity inexeess of said ~nicuc 

requireoents. 

~. The protection herein required shall be provided in one 

the following ways: 

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

insurance issued by a coopany, or cocpanies, 

licensed to write such insurance in ~1e State of 

California. 

(B) By a bond or bonds issued by :J surety coop any , 

or cO~3nies, licensed to write surety bonds in 

the State of California. 

(C) By a plan of sel£-inGUr4nCe approved as hereinafter 

required. 

(0) By a policy, or po1.icies, of public liability 

insurance and property da~ge insurance written 

by nonacloitteC1 insurers, subject, however, to 

Section 1763· of the' Insurance Code of the State of 

California'o 

~) By any other plan of protection for the public 

approved as hereinafter required e 

(F) By a cocbination of two or x:::ore of the foregoinr; -

x:ethods. 

5 ~ Hhen the protection is to be provided by the- 1:lcans set 

forth in subparagraphs (A), (B), (D), (E) and (F) of pcilra­

zrsph 4 he:eof, a deductible clause ~y cc inserted. Where 

5 pex centuo, or less, of the xisk is ~de decluctiblc no 

$peci~l approval will be required. v]bere ~re than 5 per 
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centuo of the risk is oade deductible special ~pproval 

under parag:aph 7 of this general order shall be required! 

6~ The protection provided hereunder shall not be 

c~neellab1e on less than thirty days' written notice to 

the Public Utilities CoOQ!ssion, such notice to cooccnce 

to run froe the date the notice is actually received at the 

San Francisco or Los Anseles offices. of the Comcission. 

7 • ~'1hen 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-insurance with other ~cthod$, . 
approval of the Coccission is required. Such approval shall . 
be requested by a fortlal application in accordance ~rltb the 

Cocoission's Rules of Practice and Procedure setting forth 

all the facts which shall be require.d by the CotlCission 

with respect thereto. 

8. ~'Jhcn protection hereunder, as set forth in paragraph l~, 

is provided by a policy or policies of insurance, or by 

bonds, evidence thereof shall be filed with the Public 

Utilities Co~ssion by the coccercial air operator prior 

to Ja:lU~X'y 1, 1965, and thereafter evidence of xenewal 

prior to the expiration of policies of insurance or bonds, 

in one or oore of the following ~nners: 

(A) By a copy of the policy of insurance, or bond,. 

duly certified by the cocpany issuinz it to be 

a true copy of the original policy: 

(B) By a photostatic copy of ~he original bond.or 

policy 0 
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(C) By an abstract of the original policy o~ bond, 

signed by the coop~ny issuing it, in sufficient 

detail to evieence cocpliance with Chapter 9 of 

Division 2 of the Public Utilieies Code. 

(0) By a certificate of insurance, in fOrQ approved 

by the Comcission, signed by the cocpany issuing 

the policy, or by the unc1erwr-.i:.tinz managers for 

a group of coopanies issuing such Policy, or, in 

the case of nonadoitted cocpanies by the broker 

placing such coverage. 

9. The policie$, or certificate above referred to sball 

evidence that the coverage shall apply to any and all 

coocercial flights operated by the insured; irrespective of 

whether the ~ircrQft involved in the liability insured are 

specifically described in thc policy (unless the' policy or 

policies are written on a si'l.~gle specific aircraft),) and, 

shall not be subject to any exclusion by virtue of violations 

by said coccereial air operator of ~y applicable provisions 

of the Federal Aviation Act of 195C, .as acended, or of any 

rule, regulation, order or other leg~lly tcposed requirecent 

prescribed by thc' Federal Aviation Agency or Civil Aeronautics 

Board~ 

10. On, or prior to J~uary l, 1965, each coocerci.o1 air 

operator shall file an aff~davlt, (signed by an executive 

officer if a corpor~tion; by ~ partner if a partnership, or 

by the owning operator if an individual) with the Cocc1ssion 

scttin3 forth the passenger seating. capacity and gross weight 

carry~ng capacity of each type of aircraft in cooce:cial 

operation. At any tit:e thereafter tbat the passenger seating 

capacity or gross wcightcarrying capacity of any such ~ircraft 
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Day be incre~sed to ~ point ~hcre the protection then on 

file as provided in paragraph 2 of this gcne~l order is . 
inaclcqu~te, ano if a new type of air~~aft is acquired and 

operated, a supplementary ~ffidavit of passengerscating 

capacity and gross weight carrying capaeity sball be filed 

with the Co'CCission. Prior to the operation of added 

capacity, or new aircraft with capacity in excess of cover-
, , 

a::;e theretofore on file, the cQ'CCcr,:ial air operator sball 

cause to be file~ evidence of additional eover~se sufficient 

to COQply with the :dntcuo li~ts heretofore set forth. 

PUBLIC UTILITIES COMHISSIOl'l OF niB 
STATE OF. CALIFORNIA ' 

By Noel Colecan, Aetinz Secretary 
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.APPENDD' A 

LIST OF APPEARANCES 

~o:a :U::SPO!'J)ENTS: 

Thooas H. Daly, for United ~',ir Lines, Inc.; ChQrles L. 
Frankel, for CocooGore Helicopters; leslie Arnold for Les Arnold 
EnterpriGes, Inc.; Robert It.;. Short, for oaklana l~tel:n.ot1OMl 
Airport; !.:tClop'ton L. Kirchoaier l' :tor Cen~ral AviatiQn .. ~c.:tdecy; 
D. p. ilouC4, Jobn 'VT. Simpscn and GordO'Jl ?caxee, by GordOtl Pe.ctteo 
for t'7cstcnl Air tines, Inc.; D .. H. Mercer, for LoclmeeC ltror 
Tcminal; SClcuel Miro, fo'r Miro-Fontana Airport; Robert A~ Eaton, 
for Tran$-Californi~ Airlines, Inc~; Ida H. He~nn, tor 
California Aircotive Corporation of Delaware; Harry RaaR, for 
Pa.cific Southwest AirlincG; Leizh Athearn, for Fan At:erican vJorld 
M..-rw<JYS, Inco; Michael Bota, :tor Flying Tiger Line, Inc.; 
Fr::mk R. Chabot, for Bonanza Air Lines; Toe Kennedy, for Air Taxi 
of Oakland; Theodore P. Laobros, fo'r Cocpania Mexicana de Aviacion, 
So All (Mexic.;!na Airlines); Ec1r.Jond F.;. McKeown, Jr ~, for United f.J..r 
Lines; touis M, Robit'1son, for Career Aviation Ac~detly; and Herbert 
T; ,.,.1 arcloan, for 'V] ardtlan Flying Serv-l.ce (, 

FOR. IImRESl'ED PARtIES: 

E. F; Koosoann, fo~ Tbe Koos~nn Co.; nichard T.;. Powers, 
for Associated Aviation Underwriters; Eugene Ai J!eact, fo'r . 
California ~nufacture~s· Association; Charles E. Bradshaw, for 
Intern~tional Aviation Undc~~iter$, I~c.; Thoo~S B. COluobus, for 
Atlerican Mercury Insurance Cocpany; John I.. Dewey, for Alexander 
and Ale~nder Inco; Michael Gcroan, for kcie~ieanAvlation Under­
writers; =ohn F. Gruchx, for Northwest Underwriters, Acerican' 
Mercury; ~ntbony N. Hob~ood and B90cr G. Tci&, for ;~~ranee 
Cocpany of l'1orth Ar:lerica; Rr..'bcrt C. Packard, for A~.:ltl.on !7.l$ur.3tlcc 
Managers, Inc e; Perry H. Ta1t:, for Association of C:lsualty .:nd 
Surety Cotlpanics; Fr41nlc G.. Thoo.::!s, for Johnson & !:riggins of 
C.:tlifomi.:t; E; Ave'EY Tindell, for Appleton & Cox; Frankl·I.n L~ 
vlinship, for Marsh & McLennan, Inc .. ; lack R,;. 'Vlest, for United States 
Aviat10n Unde~lters, Inc.; and John J~ White, tor United States 
Aviation Underwrite4s, Inc. 

FOR THE CO~lISSION StAFF: 

Elinore Charles and Dou~las Quinlan. 


