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Decision No •. __ 7_9_8_:1_7 ____ _ 

BEFORE '!'BE P!JBLIC UTILITIES CC~SION OF 'I'HE ST.4.TE OF CAI.IFO~'"IA 

Investigation on the Commission's) 
own motion into the adoption of a ) 
general order prescribing minimum ) 
public liability and property ) 
damage insurance requirements fo~ ) 
commercial air carriers. ) 

Case No. 7777 

oprm:ON AND ORDER REOPEmNG PROCEEDING 
A!~D ADOPTING GENERAL ORDER NO. 120-C 

From time to time question has arisen concerning the 
application of General Order No. 120-B to passenger air carriers 
as defined in the Public Utilities Code. Question bas also arisen 
relative to suspension or revocation of certificates of public 
convenience and necessi~ issued by this Commission when insurance 
coverage of passeogcr air carriers lapses. 

To clarify these toatters the staff on October 20, 1971 
prepared proposed revisions to General Order No. 120-3 and distri
buted them to known affected parties. The letter of tr.:m.smitt:al 
adviseci the parties that "In the absence of substantial objection, 
but subject to possible modifications suggested by the pa".cties, it 
is planned to ~ecommend to the Commission tbat the General Order be 
adopted by an ex pa=te procedure." Only one response was received 
with rcspect to the staff proposal. !his response relatcd to 
provisions of General Order No. 120-3 which are not the subject of 
the staff proposals. No objection to the specific st:aff proposals 
has been received. 

'!he Comm.issioD. finds 1:hae General Order No. 120-B shcu1d 
be revised as proposed by the staff and that case No-. 7777 be re
opened for that specific purpose. The changes provide that 
passenge~ air carriers are specifically covered by tbeGeneral Order 
and that the certificates beld by pas:::enger air carriers may be 
suspended or revoked upon the cancellation or suspension of policy 
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of insurance or surety bond as outlined in Paragraph 10 of the 
order. The Commission concludes that public interest requires the 
adoption of the attached Cene.'ral Order. 

IT IS ORDERED toot: 
1. Case No. 7777 is reopenecl for tl'le specific purpose of 

considering revisions of General Order No .. 120-3 recommended by tbe 
staff. 

2. The proposed General Order No. 120-C prepare~ by the 
Commission staff, copies of which were suppliec! to interested 
parties on or about October 20~ 1971~ is received in evidence as 
Exhibit No. 11 in this proceeding. 

3.. General Order No. 120-C attached hereto and by this 
reference made a part bereof app11ca~le to all commercial air 
carriers and passenger air carriers is hereby adopted to become 
effective May 1, 1972 and superseding General Order No. l20-~on 
that date. ' 

4. !be Secreta~ shall cause a copy of this decision and the 
attacbecl General Order No. l20~C to be mailed forthwith to, each 
commercial air carrier and passenger air carrier. 

The effective date of ordering paragrapb 1 is the date 
hereof; the effective date of o7Cderiog paragrapbs 2'" 3 and 4 sball 
be twenty days after the date hereof .. 

Dateci. at· ~!\.n Francisco " CalifOrnia" this :2 /~ 
day of. _____ M_A_K_CH_. 1S72. /] /JJ / _ () 

ill/I) U y_-
/ 
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GENERAL ORDER NO. 120-C 
(Supersede!). Geueral Order' lb. 120-:8) 
(;\dC'pted Mareh.:%~ 1972,. eff.ective May 1" 1972) 

PtmLIC utILITIES COMMISSION OF THE S!A!E OF CALIFORNIA 

Rt.1I.ES R.EQtnRING- ALL COMMERCIAL AIR OPERAtORS AND PASSENGER AIR CARRIERS to 
?ROVIOE AND '!B:EREAF'IER. COmlNUE IN EFFECT ADEQUATE PROtECTION AGAINST 
LWILIr.C ll1POSED $':! lA~ UPON SOCH OPERATORS FOR tHE PA».tEN! OF DAMAGES 
FOR PERSONAl. BODIL'! INJURIES (INCLUDING DEAnt RESOI.'IING tHEREFR.OM) ANI> 
DAMAGE to OR DESTRUCtION OF PROPERtY. 

1. Every c~ereial air operat:~r and pnsseuger air carrier as defined in 
the Public Utilities Code shall procure. on or prior to c~mmencing operation$~ 
4nd thereafter coutinue in effect so long as such operator continues to offer 
his services for compensation adequate protection against 11aoility ~p¢sed 
by lav upon such operater fc:r the payment of damages for person.a.1 bodl1y 
injuries". ineluding death r~sult1ng therefrom, and for damage to' or destruction 
of property as a result of an acc1dent~ subject" however. to the following 
minimum limits: 

(;.) Aircraft 'With J.>asseuger Seating Capacity, 1 ~o 20 persons. 

1. Aircraft Passenger Bodily Injury and Death Liability--
a m1ntm~ for one passenger seat of at least $100,000 
and a minimum for each aec1de~t in any cue aircraft of 
at least an ameunt equal t¢ the total produced by multi
plying $100.000 by the number of passenger seats in ~he 
aircraft .. 

2. Aireraft Bodily Injury and Death L1ab:tlity (exclud'1ng 
persons aboard aircraft)--a m1n~ of $100.000 for one 
person in one accident, and 4m1nim~ of $300,000 for 
each accident. 

3. Aircraft Property Damage Liabllity--a. min1J:nUlll of $lOO~OOO 
for each accident. 

(B,) Aircraft with Passenger Seating Capacity, 21 or mt:Ire. persons .. 

1. Aircraft: Passenger Bodily Injury and Death I..iabil1t:y--a 
~tm~ for one passenger seat of at least $100,000 and 
~ m1ntm~ for each accident in aoy one aircraft ~f at 
lea5t an amouut equal to the total produced by multi
plying $100,000 by the number of passenger seats in the 
aircrut .. 
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2. Aircraft Bodily Injury and Death X,1al>ility . (exclud.ing 
per sen. aboard aireraft)--. minimum of. $lOO~OOO for one 
per5~n in one accident, and amin~um of $600~OOO, for 
each accident. 

l. A12:craft Property Damage X,1&bl1ity--a uiiftSmum of $500,.000 
for e&eb. accident. 

(C) Definitions of the ~rds ~passenger~ and nseat". 

1. U?usengerW means any person, other than an emp-loyee of 
the commercial air operator or passenger air carrier 
protected by lJorl<:men t:l Cempen:lat ion Insurance, abo.ard 
the aircraft to whom the commercial air operator or 
,Puaenger air carrier owes a du~ 1mp¢sed by law. 

2. "Seat" meana the apace pr~v1ded ~ard the aircraft to 
be reasonably ~ccu~ied by one passenger. 

(D) Aircraft transporting Freight exclusively haVing a gross weight 
of 20,000 pounds or less. 

1. Aircraft Bodily Injm:y and Death X,iab:llit~ (excluding 
flight crew aboard aircraft)--a min~ of $100,000 for 
one pe:t:son in one aCCident, and a minimum of $300,000 
fo:t: each accident. 

2. Aircraft Property Damage Liability (excluding' freight 
aboard a.ircraft)--a m1n~um of $100,000 for eacb accident. 

(E) A1:t:C%'afc Tl:anspotting Freight exclusively h.aV1n~ a gx'tIss weight 
of over 20~000 ~ds. 

1. Aircraft !odlly Injuxy and Death Liability (excluding 
flight crew aboard a1reraft)--a.m1n~um of $100,000 fer 
one person in one accident, and & minimum of $600,000 
for eacb accident. 

2. Aircraft Propetty Damage Liability (excluding: f:t:eigbt 
aboard aircraft)--a minimum of $500,,000 for eacb accident. 

2. the amount of coverage to be provided by ea~b commercial air operator and 
passenger air carric.r shall be determined in one of tbe follOwing ways: 

(A) When the policy. surety bond or contract cove;r$ all of the 
aircraft operated by the commercial air operator or passenger 
air curier. the coverage for all airc:t:aft shall be dete:rm1ued 
by the coverage ap~11caole to the aircraft having the greatest 
paasenger seating capacity. 

<~) When each aircraft is covered by a separate ~licy. bond or 
cO'llt:t:act, or by separate achedules each of which is applicable 
to a single aircraft within & policy. bond or cont:t:act covering; 
two or 'ClO:t:e air~aft, then tbe m1n:tm.um req\,11red coverage for each 
aircraft shall ~ determined by its own individual requ1:t:ement. 
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(c) ~en the policy,. surety bond or contract procured by the 
commercial air operat~r or passenger air carrier is of 
a single limit nacure,. such policy, sure~ bond or contract 
shall be acceptable by the Commission provided that the 
minimum single l~it of the policy,. surety bond or contract 
is at least equal to the total of the minimum limits as 
detem.ined by paragraph 1 herein f,..,r separate limit 
pc11c1es,.. surety bonds or contracts. 

(~) Coverage herein shall be deemed sufficie~t ~ t~ each air
craft operated commerCially when the mintmum re~uirements 
set forth in paragraph 1 have been met and filed with the 
Commission and nothing herein shall re~u1re two or more 
persons to separately insure the same aircraft; however,. 
nothing herein shall prevent two or more persons who are 
commercial air operators or 'Passenger air carriers from. 
'being named :1.5 insureds on the s.=e policy of insurance,. 
surety ~nd or contract. 

(E) ~en the actual l1mits of insurance,. surety bond or c~ntraet 
indemnity exceed the min~um amounts set forth in paragraph 1 
herein the corcmercial air operator or 'P~sen~er air earrier 
filing evidence of insurance as hereinafter provided may 
report only said min~um coverage and need not speeify the 
amounts of insurance,. bond or contract indemnity in exeess 
of said minimum req,u1rements. 

3. The prl")tection herein required shall be provided in one of the folloWing 
vays: 

(A) By a policy,. or policies,. of public :14bil1ty insurance :tssued 
by a company,. or companies,. licensed to write such insurance 
in the State of California. 

(B) By ... bond or bonds issued by a surety company,. or companies,. 
licensed to write surety bends in the State of California. 

(c) By a plan of self-insurance approved. as hereinafter required., 

(D) :sy a policy,. or po11cies~ of public liability insurance and 
property damage insurance wr1tten by nonadmitted insurer$. 
su~ject,. ho~ever,. t~ Section 1763 of the Insurance Code of 
the State of California. 

(E) By any other plan of prote~t1ou for the public app~oved as 
hereinafter requ1red. 

(F) By a ~tn&t1on of two er more of the foregotngmethods. 

4. When the protection is to be proVided by the means set forth in sub
paragraphs (A),. (:s), (D),. (£) And (F) of para~a~h 3 nereof, a dedu~e1~le 
clause mAy be inserted. ~ere 5 per centum, or less,. of the rbk 1$ made 
deductible no special approval Yill be required. Where more than ~.~r 
centum of the risk is made deducti~le special approval under paragraph. 6-
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ot this geIlerel order sball be required.. 

5.. The proteet1on provided hereunder sball :lot 'be eencella'ble on less 
than thirty days' vritten not1ce to the Public 'C't111t1es Con:m1ssion,. 
~uch notice to co:metl.ce to run !:::'oI:l the· date t:be notice is actuelly 
received ~t the San Francisco or Los Angeles offices or the Commission. 

6. When the protection is p:-ov1d.ed 'by an approved alternate pla.n or a 
plan ot sel1"-1:lsurance,. or :t:.cludes such an approved plan or plan or seJ.t'
insurance vith other :cethods" approval o't the Co::m1ss1o::l is required. Such 
approval shall 'be requested 'by a tor.c.e.l application in accordance With the 
Cocnission t s R-.:J.es of Practice a:ld Proced\U'e setting forth all 'the 1'acts 
.... b1cll sball 'be required. 'by tJ:le Commission With respect tt:ereto .. 

1. "When protection hereunder" as set fo%"th in paragraph 3, is prov:tded by 
a policy or poliCies ot insurance" or 'by 'bonds, evidence thereot sball be 
tiled With the Public Utilities Co::::m1ss10n 'by the commer1cal air operator 
or passel:ger air carrier on or prior to commencing operations, a nO. thereatter 
e-."1dellce ot ~ewal prior to the expiration of policies of insurance or 'bonds" 
1:l O:le or 'more ot ~e follOW'Ug malmers: 

(A) :By a copy or the policy 01' ins'\,;t'Qnce,. or 'bond" duly 
certified 'by the co:npany 1ssUillg. it to 'be a tr\le copy 
ot the original poliey .. 

(:s) By a P~.oto::;tctic ~opy or the original 'bond f#' ~yy. .. 

(C) :sy an ~::-:ract 0'£ tl:le o:rl.g1nal. polley or 'bond,. GigneCl. 
'by tbe co~ny issuing it" in sutt1cient detail to evidence 
ca:lPliance 'With Cb.apter 9 of DiVision 2" or the Pu'blic 
Utilities Code. 

(D) 'Sy' Q ceortificate ot 1r.s'J.:'snce, in fom approved 'by the 
Con:::::tssion" sig:::l.ed by the company issUing the poliey" 
or by the underm ting ::ana.gers for a group ot companies 
issuillg sucll polley" or" in the case of nonad:litted 
companies by tlle broker placing such coverage. 

8. ~e pollcies" or certi!ice.te above referred to, sball evidence that 
the coverage shall apply to any and all commer1eal tl1ghts operated 'by 
'!;he insured, irrespective of .... hether the aircraft involved in the 11a.-
1~il1ty illS1:X'ed are s:pe...""if'ically descri'bed in the policy (uo.less the 
policy or poliCies are 'W':"1tten on a single specific Circraft)" and shcll 
not 'be subject to any exclusion 'by Virtue or ViolatioIlS 'by said commercial 
air operator or passenger air carrier of: any applica'ble proVisioIlS of the 
Federal AViation Act or 1958, as amended, or of a:c.v rJle" regulation, order 
or other legally 1l::posed requirement prescribed by the Federal AViation 
Agency or CiVil Ae%'¢wutics :Board. 

9. On or prior to COCI:leDc1tlg operat!.o:lS, each cOII2Crcial. air operator 
~~nd passe~er air carrier shall file au affldavit". (Signed 'by au executive 
of'f'icer ot a corporation, by a partner it a. partnership; or-by the oWiDg 
operator if au iud1vid'Ual) 'With the CoI::ll1ssion settiDg t'orththe :passenger 
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. . 
se4t1ng capacity and gr~ss ~1ght carrying capacity (If each ty:>e of 
&1rcraft in ~rc1al operae1on. At any time that the passenger seatins 
capac icy ~r gross weight carrying capacity ~f any .~ch aircraft may be 
increased to & point where the pr~tect1cn then ~'D file as provided. 10 
paragraph 1 cf thb general order is inadequate~ .and if a new type of 
aircraft is acquired and operated.. a supplementary affidavit of passenger 
seating capac icy and gross we~ht carr.r1ng capacity shall be filed With 
the ~mm1ssion. Prior to the operation of added. capacity~ or new air
craft with upacity 1n excess of coverage theretofc-re on file,. the 
commerc1al air op.erator cr passenger &1r carrie: shall cau~ to be filed 
evidence of additional c~verage sufficient t~ comply with the m1n~um 
l~1ts heretofore set f~rth. 

lO. The cancellation or suspension of & policy of insurance or surety 
bond or the cancellation~ .uspensi~n or surrender of a certificate of 
self-insurance issued by this C¢mm1ssion, or the tmpa1rment or destructien 
of any security,. or the canccllat10n or te~inat1on of any agreement ~f 
indemnity, or the altex4cion (without first obtaining ~ission authoriza
tion) of any agreement of indemnity, shall constitute good. cause for 
suspension or revocation of the operating autherity of the affected 
~mmerc1al air operator or passenger air carrier. No operation shall be 
eonducted in the State of California unle&s a certificate o·f insurance, 
certificate of self-insurance coverage, bond, or the other securities 
or agreements of indemnity hereinabove specified., sball be in effect 
and on file with the Commission. 

PtlBLIC Ol'ILIl'IES CCtSMISSION OF 
'tHE' STAn: OF CALIFORNIA. 

EY~:~ 
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