Decision No.__ 79817 - ‘ ®RB@WM=

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation on the Commission's g
own motion into the adoption of a

general oxder prescribing minimum g Case No. 7777
public liability and property

darage insurance requirements f£ox 3

commercial air carrxiers.

OPINION AND ORCER REOPENING PROCEEDING
AND_ADOPTING GENERAL ORDER NGC. 120-C

From time to time question has arisen concerming the
application of Gemeral Oxder No. 120-B to passenger air carriers
as defined in the Public Utilities Code. Question has also arisen
relative to suspension or revocation of certificates of public
convenience and necessity issued by this Commission when insurance
coverage of passenger air carriers lapses.

To clarify these matters the staff on October 20, 1871
prepared proposed revisions to Gemneral Ordexr No. 120-3 and distxi-
buted them to known affected parties. The lettexr of transmittal
advised the parties that "In the absence of substantial objectionm,
but subject To possible modifications suggested by the paxties, it
is planned to vecommend to the Commission that the General Oxder be
adopted by an ex parte procedure." Only ome response was recelved
with respect to the staff proposal. This respomse related to
provisions of Gemeral Order No. 120-B which are not the subject of
the staff proposals. No objection to the specific staff proposals
has veen recelved. |

The Commission finds that General Order No. 120-B sheuld
be revised as proposed by the staff and that Case No. 7777 be re-
opened for that specific purpose. The changes provide thet
passenger air carriers are specifically covered by the Gemeral Order
and that the certificates held by passenger air carxviers may be
suspended ox revoked upon the cancellation or suspension of policy
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of insurance or surety bond as outlined in Paragraph 10 of the 4
order. The Commission conecludes that public interest requires the
adoption of the attached Gemeral Oxder.

IT IS ORDERED that:

1. Case No. 7777 is reopemed for the specific purpose of
considering revisions of General Order No. 120-B recommended by the
stafi.

2. The proposed General Czder No. 120-C prepared by the
Commission staff, copies of which were suppllied to intervested
parties on or about Octobexr 20, 1971, is received in evidence as
Exhibit No. 1l in this proceeding.

3. Genmeral Order No. 120-C attached hereto and by this
reference made a part hereof applicabtle to all commercial air
carriers and passengexr air carxriers is hereby adopted to become
effective May 1, 1972 and superseding Gemeral Order No. 120-B on
that date.

4. The Secretary shall cause a copy of this decision and the
attached General Order No. 120~C to be mailled forthwith to each
commercial air carrier and passenger alr carrier.

The effective date of orxdering paragraph 1l is the date
hereof; the effective date of ordering paragraphs 2, 3 and 4 shall
be twenty days after the date hereof.

Dated at- San Francisco Califo; rnia, this_.2/07

day of MARCH . 1972. 4 /// %




GENERAL ORDER NO. 120-C
(Supersedes Ceneral Order Ne. 120-B)
(Adopted Maxch2/ 1972, efiective May 1, 1972)

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

RULES REQUIRING ALL COMMERCIAL AIXR OPERATORS AND PASSENGER AIR CARRIERS TO
2ROVIDE AND THEREAFTER CONTINUE IN EFFECT ADEQUATE PROTECTION AGAINST
LIABILITY TMPOSED BY LAW UPON SUCH OPERATORS FOR THE PAYMENT OF DAMAGES
FOR PERSONAL BODILY INJURIES (INCLUDING DEATH RESULTING THEREFRCM) AND
DAMAGE TO OR DESTRUCTION OF PROPERTY.

1. Every commercial air operator and passenger air carrier as defived in

the Public Utilitles Code shall procure, on or prior to commencing operations,
and thercafter continue in effect so0 leng as such operator centinues to offer
his sexrvices for compensation adequate protection against liadbility imposed

by law upoun such operater fcr the payment of damages for personal bodily
injuries, including death rosulting therefrom, and for damage to or destruction
of property as a result of an accident, subject, however, to the £ollowing
ninimum limits:

(A) Afrcraft with Passenger Seating Capacity, 1 =0 20 persons.

1. Aircraft Passenger Bodily Injury and Death Liability~=
a minimum for one passenger seat of at least $100,000
and a minimum for each accident in any one aircraft of
at least an amount equal to the total produced by multi-
plying $100,000 by the number of passenger seats in che
aircrafe.

Aircraft Bodily Injury and Death Liability (excluding
persons aboard afircraft)--a minimum of $100,000 for one
persou in omne accident, and g minimum of $300,000 for
each accident. ‘

3. Afrcraft Property Damage Liability--a minimum of $100,000
+ for each accident. ' ‘

Alrcraft with Passenger Seating Capacity, 21 or more persoxis.

l. Afircraft Passenger Bodily Injuxy and Death Liability--a
minimum £0r one passenger seat of at least $100,000 and
a ninimum for each accident in any one aircraft of at
least an amount equal to the total produced by mulei-
pPlying $100,000 by the number of passenger seats in the
afrcraft.




Afrcraft Bodily Injury and Death Liability.(excluding
persens aboard aircraft)--a minfmum of $100,000 for one
person in one accident, and a minimum of $600 000 for
each accident.

3. Aixcraft Property Damage Liability--a nitimum of $500,000
for each accident.

Definitions of the words "passengexr” and "seat”.

1. "Passenger” means any persomn, other than an employee of
the commexcial air operator Or passenger &ir carriex
protected by Workmen's Cempensation Insurance, aboard
the aircraft to whom the commercial air operator or
passenger air carrier owes a duty imposed by law.

2. TSeat” means the space provided abeard the afreraft to
be reasonably eccupied by one passenger.

(D) Atrcraft Transporting Freight exclusively having a gross weight
of 20,000 pounds or less.

1. Aircraft Bodily Injury and Death Liability (excluding
flight crew aboard airecraft)--z minimum of $100,000 for-

one person in ome accident, and a minimum of $300,000
for each accident.

2. Afrcraft Property Damage Liadilicy (excluding freight
aboard aircraft)--a minimum of $100,000 for each accident.

(E) Afxcraft Transporting Freight exclusively having a gross weight
of over 20,000 pounds.

1. Aircraft Bodily Injury and Death Liability (excluding
flight crew aboard afrcraft)--a mintmum of §$100,000 fer
one person in one accident, and a minimum of $600,000
for each accident.

2. Alrcraft Property Damage Liability (excluding freight
aboard aircraft)--a minimm of $500,000 for each accident.

2. The smount of coverage to be provided by each commercial air operator and
passenger air carricr shall be determined in one of the following ways:

(A) VWhen the policy, surety bond or contract covers all of the
aircraft operated by the commercial air operator Or passengex
air carrier, the coverage for all aircraft sball be determined

by the coverage applicable to the afrcraft having the greatest
passenger seating capacity.

(B) When each aircraft is covered by a separate policy, bond or
contract, or by separate schedules each of which is applicable
to a single aircraft wichin a policy, bond or contract covering
two Or woxe aircraft, then the minimum requizred coverage £o0r each
aircraft shall be determined by {ts own individual requirement.
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(C) When the policy, surety bond or comtract precured by the
commercial air operator or passenger air carrier is of
a single limit nature, such policy, surety bond or comtract
shall be acceptable by the Commission provided that the
ninimum single limit of the policy, surety bound or contract
4{s &t lcast equal to the total of the minimum limics as
determined by paragraph 1 herein fmr separate limit
pelicies, surety bonds or contracts.

Coverage herein shall be deemed sufficient as te each afx-
craft operated commercially when the minimum requirements
set forth {n paragraph 1 have been met and filed with the
Commission and nothing herein shall require two or more
persons to separately Insure the same afircraft; however,
nothing herein shall prevent two or more persons who are
commercial alr operators or passenger air carriers from
being naned as Ingureds on the same policy of insurance,
surety hond or contract.

When the actual limits of insurance, surety bond or contract
indemnity exceed the minimum amounts set forth in paragrapb 1
herein the commercial air operator or passenger air carrier
f1iling cvidence of insurance as hereinafter provided may
report only said minimum coverage and need not specify the
amounts of Insurance, bond or contract indemnity in excess
of said ninimum requirements.

3. The protection hexein required shall be provided in ome of the following
ways:

(A) By a policy, or policies, of public lfability insurance issued
by a company, or companies, licensed to write such Insurance
in the State of Califsrnia.

(B) 3By a bond or donds issued by a surety company, Or companies,
licensed to write surety bonds in the State of Califormia.

By a plan of self-insurance approved as hereinafter required.

By a policy, or policies, of public liability insurance and
property damage insurance written by nonadmitted insurers,

subject, however, te Section 1763 of the Insurance Code of

the State of California.

(E) By any other plan of protection for the public approved as
hereinafter required.

(F) By a combination of two or more of the forxegoing methods.

4, When the protection 1s to be provided by the means set forth in sub-
paragraphs (A), (B), (D), (E) and (F) of paragraph 3 nereof, a deductible
clause may be inserted. Where 5 per centum, or less, of the risk is made
deductible no special approval will be required. Where more than 5.pexr
centum of the risk is made deductible special approval under paragraph &
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o2 this general order shall be required.

5. The protectior provided Mereunder shall not be cencellable on less
than thirty days' writiten notice to the Public Ttilities Commission,
suck notice to coxmence %0 run from the date the notice Is actually
received ot the San Francisco or Los Angeles offices of the Coxmission.

6. When the protection is provided by an approved alternate plan or s

plan of self-insurance, or includes such an approved plan or plan of self-
insurance with other methods, approval of the Commission is required. Such
approval shall be requested by a formal application in accordance with the
Commission's Rules of Practice and Procedure setting forth all the facts
wkich shall be required by the Commission with respect thereto.

T. When protection hereunder, &5 set forth in paragraph 3, Is provided by

a policy or policies of Znsurance, or by bonds, evidence thereof shall be
filed with the Public Utilities Commission by the commerical air operator

or passenger air carrier on or prior to coumencing Operations, and thereafter
evidence of reneval prior 2o the expiration of policies of Imsursunce or bonds,
in one or more of the Zollowing mamners:

(A) By a copy of the policy of inmsurence, or dond, duly
certified by the company Issuing it to be a true COpy
of the original policy. ‘ :

(B) By a photostatic copy of the original bond or FIRICY.

(¢) By an absiract of the original policy or bond, signed ,
by the company issuing 4t, in surfficlient detall to evidence
compliance with Chapter 9 of Division 2 of the Public:
Utilities Code.

(D) By o cextificate of insurance, in form approved by the
Comission, signed by the company issuing the policy,
or by the underwriting managers for a group of ccupanies
issuing suck policy, oOr, in the case of nopadmitted
companies by the broker placing such coverage.

8. The policies, or certificate above referred to, shall evidence that

the coverzze shall apply to ary azd ell commerical flights operated by

the insured, irrespective of whether the aircraft involved in the lia-
bility {nsured are spesifically described i the policy (wnless the

policy or policies are written om & single specific aireraft), and shall
not be sudject to any exclusion by virtue of violations by said commercial
air operator or passenger air carrier of anmy applicable provisions of the
Federal Aviation Act of 1958, ac amernded, or of any rule, regulation, order
or other legally ixposed requirement prescribed by the Federal Aviation
Agency or Civil Aeronautics Board.

S. On or prior to commencing operations, each comeercial air operator

and passenger air carrier shall f£ile on affidavit, (signed dy en executive
officer of 2 corporation, by a partrer if & partnership, or-by the owaing
operator if en fndividual) with the Commission setting forth the passenger




. . .

seating capacity and gross weight carrying capacity ¢f ecach type of
aircraft {n commercial operation. At any time that the passenger seating
capacicy or gross weight carrying capacity of any such aircraft may be
increased to a point where the protection then an file as provided in
paragraph 1 of this genexal order 4is inadequate, and if a new type of
aircraft is acquired and operated, a supplementary afff{davit of passenger
seating capacity and gross weight carrying capacity shall be filed with
the Commission. Prior to the operation of added capacity, or new air-
craft with capacity in excess of coverage theretofore on £ile, the
commercial air operator or passenger air carrier shall cause to be £{led
evidence of additional coverage sufficient to comply with the minimum
lim{ts heretofore set farch.

10. The cancellation or suspension of a policy of insurance or surety
bond or the cancellation, suspensien or surrender of a certificate of
self-insurance issued by this Commission, or the impairment or destructien
of any security, or the cancellation or termination of any agreement »f
indemnity, or the altexation (without first odbtaining Cormission authoriza-
tion) of any agreement of Iindemnity, shall constitute good cause for
suspension or revocation »f the operating autherity of the affected
orumercial air operator or passenger air carrier. No operation shall be
conducted in the State of California unless a certificate of insurance,
certificate of self-insurance coverage, bond, or the other securities

Or agreements of indemnity hereinabove specified, shall be in effect

and on file with the Commission.

PUBLIC UTILITIES COMMISSION OF
THE STATE OF CALIFORNIA '

By W{llfam R. Johnsen Secretary




