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Decision :91=07-050 - July, 24, 1991

BEFORE THB PUBLIC UTILITIES COMMISSION OF T FORNIA ‘
In the Mutter of the Appl:.cat:.on of ) tﬂ
KLLM, Inc. for permanent authority
to self—;nsure bodily znjury and - - ). . Appllcat;on 91-05—029
property damage liability and cargo , ~ (Filed May 15, ,1991)‘
liability requirements under General~‘”-”“«' T e L e

order 100=L(7).« -~ . o ot r) ot oo ovinol rmd

QRINION

d.__Sumpmary

, KILM, Inc. (KLLM) seeks authorrty to sel!-;n ure bodaly
mnjury and property damage llabzlrty for It 1ntrastate operat;ons -
in Cal;fornza.‘ The carrier has been authorlzed by the Interstate j'“
Commerce CommszIon (ICC) to selr-lnsure Lts 1nterstate operatzons.pp
Subject to the condzt;ons set fortn in thxs order, KLLM is’ o
authorized to act as a self-lnsurer in oomplymng thn the k
requirements of General Order (GO) 100-L.
2. _Packqxound

"I GO 100-L requrres h;ghway carr;ers of property to provide
adequate protectlon aga;nst lxabllzty resultzng from any one _ )
accident of at least $250, 000 for lnjury or death o: one peroon,‘
$500,000 for injury or death of more than one person, and at least
$100,000 for damage to property other. ‘than. the cargo bexng
transported. Alternatzvely, a combined single limit . or at least
$600,000 is prescribed. Higher liability linits apply to carriers
of bulk petroleum- products in tank veh;cles and to carrzers of
hazardous materials. S : C e Sl

The GO implements provisions of the Publlc Utllltle (PU)

Code that require interstate carriers that are exempt from ICC
regulation and intrastate carriers: to malntnln lmablllty :
protection. (Sgg PU Code §§ 3631-3635, 3920 and 5161 5165 )
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Carriers operating in California under ICC! authority are-required: ~:t

to file evidence of llablllty,protectlon with the ICC and to.

register such authorzty thh the Commlsslon (49 U S.C. §_10927 PU .

Code § 3910(&)(1)) However, ICC-authovazed carrxers are not.

required to-dnrectly furnish evidence of liabilxty protectzon to

this Commission in connection with thexr interstate. operat;ons.‘f
Both intrastate carriers and ICC-exempt interstate:

carriers are required to show evidence of the required protection

by f£iling a certificate of lnsurance or a surety bond with the
Commission. ' (GO 100-L(S5).) In lieu” of "such a filing, a carrier
may apply for authority to furnish equivalent protection by
qualifying as a self-insurer. (G0 100-L(7).) ) -

The GO provmdes that the author;ty of 1ntrastate carr;ers
and the reglstratlon of Icc-exempt 1nterstate carr;ers wzll be
suspended ;mmedlately upon the cancellatlon of Lnsurance, surety -
bond, or equ;valent protectzon. Carrlers are proh;b;ted from ;

operating on -any public hmghway in the state durxng a suspen 1on 11f

pexriod. - . e ,
_ KLLM seeks authorlty to conduct Calltornla lntrastate
fre;ght carrler operat;ons as a seIf-;nsurer 1n lleu of ma;ntaxnlng

o g

and fsllng ev;dence of lxabxllty 1nsurance.' KLLM‘bases 1ts request "

on the tollow;ng roproscntatzon

1. KLIM has been a profltable carrler since’
- 1987. In 1990, it had''gross revenue of’
$125 million. and net.earnings of $2.8 .

mllllon.

-KLLM now conducts 1ts Lnterstate operatlons
in California and elsewhere under a grant
of self-insurance authority issued by the-
ICC on April 11, 1990, in. Docket. No.. .
MC-138308.

KLIM is based in. Jackson, Mmsszssxppz, and
transports general commodities interstate.
Intrastate operations in'California account
for less than 1 percent ($43,926) of
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‘1company revenues, ‘put“these’services” permmt
-~ KLIM t£0 minimize empty-miles and. provide ::
full ;nterstate/lntrastate serv;ce.nﬂd_w

KLIM has established ~a- fully staffed and -
- highly qualzfred, experxienced clainms.
~ department” that it-believes responds to
accldent clalms qulckly and faxrlyﬁww

The carrier has mmplemented a comprehensive
safety program. It states that no safety-
related disciplinary-action or penalties
are pending before any- regulatory agency or
court. _ | L
KLIM has a fleet of 927 tractors and 1,296
temperature-controlled- trailers, all
operated by the carrier’s employees. ‘It
states that responsibility for its
.opexations has not been delegated or .
otherwise diluted by sub=contract or sub-
haul relatlonshxps.

KLLM anticipates: sav;ngs of more ‘than =
$1 million annually because ‘of the self-:
Lnsurance authorlty granted by the Icc.u
A copy of the ICC" order in KLLu*_Ing* is 1ncluded with
Application (A.) - 91~-05-029..- In determining that KLIM: was ‘qualified
to self-insure, the ICC reviewed ;ts facilities and operatlons,
financial condition, safety programs, and claims handl;ng
capability. The ICC stated that the carrier has a 'sat;sfactory”
safety ratlng from the U.S. Department of Transportation. A
" Based on its review, ‘the ICC stated that self—mnsurance R
#appears fully warranted in this case.” ‘It found ‘that the carrier-
had a strong financial position that should ‘enable-it to-handle
both predictable and unpredictable bodlly injury, property ‘damage,
and cargo losses. The ICC was satisfied that, with its’ monmtor;ng, E
all clarms will be oompetently processed by the company.‘ SRR o

LT
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The ICC.stated.that KLIM’s self- -insurance.will, subject
to standard ICC condltlons, afford the securrty for the protection
of the public contemplated by 49°U.5.C. 8 10927 'The conditions
attached to the Icc'authorlzation are summarized as” :ollows'

1. Appllcant must maintain a . $1 mrlllon letter
of credit or .trust fund for bodily . .
injury/property damage 1liability and an’
irrevocable $10,000 letter of credit or
~trust fund for cargo liability. These.
agreements must be submitted to and’
~approved by the ICC.

Applicant must maintain a tangible net
worth of at least $2 million and notify the
ICC if its net worth falls below this .
minimum. , ‘

Applxcant must file. quarterly fxnancral
statements and.claims. repoxts with the Icc.

Applicant must notify the TCC of any
contingent liability claims exceeding
certain minimums, and it must notify “the .
ICC. 90 days prioxr to any change in its .
letters of credit or trust fund agreements.

/

The ICC retains the rzght to cancel
appllcant’s self-insurance authorization at - ' .
~any time if it appears that protection.of
the public is compromlsed._ -
KLIM states that its applzcatron seeks auther;ty to
conduct intrastate operations in California as a. selﬂ—lnsurer in
the same.manner that it does . in California and other states when ;t

transports interstate traffic..

4. T tati Yivisi )

- The.Tariff & chense Branch of the Transportatron
Drvms;en on June 5, . 1991, flled an Advice. of -Participation statlng
that in the absence of protest. it recommends that the applrcatmon i
be granted by ex parte order. Notice of the tzl;ng of A.91-05-029
appeared in the Commission’s Daily Transportation Calendar dated ~
May 20, 1991. No protests have been received.
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KLIM asks that its application be handled ‘on’ an ‘ex’ parte f;

basis, alleging that there will be no szgnzrlcant ;mpact on any” ‘&7
other Nighway '‘common carrier in Calm:ornla. e also request,
expedited. approval, since its. current: contract ct 1nfurance-' ‘
applicable to California ‘operations will expire ‘on: August 1, 1991,
and would have to be renewed or replaced in the absence of '
Commission action on self-insurance.  -In that ccnnectlon, KLIM
states that it will abide by the conditzon 'set forth in Append;x‘A
of this decision. The conditions are similar to thcse impcsed by -
this Commission in granting: authorlty to self-insure to anether e”””
highway carrier. (ygg;gzz_xxnzgﬁg*_xngL DQCL 1cn (D ) 90 06-023
in A.90-03-032.) " e e :

" The Tariff & License Branch notes that cargo 11abxl;ty
insurance is not' required for highway contract and- agricultural
carrier intrastate for-hire cperat;ons. To the extent that Ky
' seeks authorization for self-insurance for cargo l;abllzty in thls
applicatien,” ‘that request is’ not conszdered. R

) . . : DR S

We have on other occasions: authorzzed hlghway carr*ers to-
self-insure-the liability protoction requ;rements of” co~1oo-L ‘when ~
they are already authorized by the ICC to sel!-insure xnteratate -
operat:.ons.l The ICC has established ‘requlations’ (at 49 CFR §
1043.5(a)) governing qual;:;catmcnc ‘of motor carxriers as self-f"'
insurers in satisfaction of the- requlrement of 49 U.S.C. §°10927.
As demonstrated by the ICC conditions in this case; the regulatzons'*
require ‘motor carriers seeking’ self-lnsurance authorlty to show ‘
adequate net worth letters of credmt or other guaranteee

1 Victory Express, Inc., D.90-06-023 in A.90-03-032; May
' » D.87~04-073 in A.87-03-025; Donco caxxiers. Inc.,
D.90-02-017 in A.89-07-056.
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supporting self-insurance, and a safety program.ranked,satisgacpory,
by the Un;ted States Department of Transportatzon (DOT).,- ox o
otherwzse acceptakble.. D DU IR AT
. Based on the ICC's grant of sel:-;nsurance authorxty to
KLLM, subject to. ICC’s financial and reporting requ;rements, we .
believe that KLIM should be authorzzed to act as a self-;nsurer for.‘
its operations in California,. aubject to the additional conditions. .
discussed below.. It is clear that the ICC has established a.
comprehensive program £or ev;luqt;pg\carr;er self-lpsurance.i The
ICC has evaluated and approved KLLM’s opegations‘in accordance with. .
that program, and has established monitoring requirementsitq¢aqsure )
continuing qualification. - : . T
In granting self-xnsurance authorlty to KLLM based»on the -
ICC authority, we must ensure, that the transportation operations
conducted by KLIM in Calltornla are. consistent. w;th.those evaluatedVL
by the ICC. e " .
‘ The ICC stated that KLLM is requlred to maxntaln bodzly
injury/property damage llabzllty protection in the amount of $1.
million. We will therefore provide that KLIM is quale;ed to.-
self-insure only for transportation of commodities. for. which Go
Series 100 requires a”comb;ned,single;l4gi; coverage . of.$l million
oxr less. This will probibit KLLM from transporting, as a. self=-
insurer, commedities such as specified hazardous materials.
Similarly, we will limit the authorization to transportation
performed by employees of KLLM in vehicles owned by the comﬁany or
by majority shareholders. This reflects the operations .of.KLLM,
including its safety program,.that wereiconsidered;byAthe@Icc.ij
. Additionally, we believe that a requirement. that KLIM
declare each quarter that the ICC self-insurance authority is in
effect, along with additional safequards, is necessary to
accomplish the intent of GO 100-L that the carrier remains
qualified as a self-insurer. We imposed such a requirement in. .the .
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cases Of _;Q&sz_zxpxgﬁﬂh_lmgh (D 90 06 023 in A 90 03 032) ahd

Donco Carriers. Inc. (D.90-02-017 in A.89-07-056). . . |
S;noe _the ICC requires regular flnancmal report;ng by o

KLIM, we w;ll not requ:.rc that duplz.cate J.ntormé.ta.on be f:LJ.ed w:.th
us except upon spec;:;c request.\ However, we wmll prov;de that
KLIM shall respond to lnformatlon requests from the Transportatmon_\
DlVlSlon.‘ We will also requlre that KLLM meedlately not;ty the  ’
Transportation D1v151on of the assxgnment by the DoT or a less-than\
»satisfactory” rating, and we will provmde that such a rat;ng w;ll
result 1n the immediate suspenSLon of the selr-lnsurance authorlty.v
The Transportat;on vazsxon is author;zed and d;reoted to suspend
KLIM’s operating authority and reg;strat;on in the event that the
ICC authority is terminated, the DOT 'satzsfactory rating is lost,
or KLIM fails to furnish requlred ‘declarations.

.As a hlghway common carrzer, KLLM 15 requxred by GO 100-L
to prov;de acc;dent lxabzlzty protectzon by :1ling a certirzcate or.
;nsurance or surety bond or by obta;nxng approval for quallf;cat;ont}
as a self-insurer. ,

2. The ICC has establlshed and maxnta;ns regulat;on.'
governing applxcat;ons of Lnterstate motor carrlers to qualey as ..
self-lnsurers._ |

"3, The ICC nas author;zed KLLM to sel:-mnsure lts bodzly -
rnjury/property damage lxabzllty Ln connect;on w;th 1ts regulated ,”:
interstate transportatlon, in 11eu of flllng an 1nsurance pol;cy ordi
bond in the amocunt or $L mlll;on per occurrence..w, ", B

4. Subject to the conditions- contained: 1nlthe order, the
self-insurance authority granted to KLiM by the Icc in KLIM, Inc.,
served April 11, 1990, in Docket No. MC-138308, ‘constitutes
adequate protection against ll&blllty as requzred by GO 100-L.

5. KLIM is qualified as a self-insurer for: both ICC~exenmpt
operations and intrastate hxghway common carrler operatxons to the
extent provxded in the order.--- a ‘
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6. No protests to the appl;cat;on or other communacat;ons as

to its merxts have been reco;ved. e
; lusi : W' , . .
1. RLIM should‘be authorlzed to act as a self-lnsurer as
provzded in the order, subject to the cond;t;ons therern.'“ -
2. The Transportation vaision should be authorizod and

d;rected to suspend KLIM’s operat;ng authorlty and reg;stratlon ;n'f

the event that the ICC authorlty is termlnated the DOT
”satasfactory ‘rating is lost, or KLLM talls to furn; h requxred

declaratlons.
3. This order should be made effect;ve 1mmed1ate1y*so tnat
the carrxor may deal with its exlstmng 1nsurance coverage.f

IT IS ORDERED that:

1. KLLM, Inc. (KLLM) “is author;zed to act as a self-mnsurer P

for the’ purpose of provxdlng the 11ab111ty protect;on requ;red by

General Order 100-L for its ooeratzons as a highway common carrxer)d

subject to the conditions set forth in Append;x A. ilr, ‘

2. The Tarlff & Llcense Branch of the Comm;ss;on s
Transportatzon Division is authorized and directed to ;mmedlately
suspend the operating authority held by KLLM and the reglstratzon
of its Interstate Commerce Comm;ss;on (ICC) exempt 1nterstate _
operatxons lf any one ox more of the tollowmng occurs at a t;me :

when a certificate of insurance is not on lee wzth the Comm1551on-d

a. The self-lnsurance author;ty granted to '
. KLIM by the ICC is revoked, reduced, or"
suspended by.the ICC or in any other way
rendered 1nact1ve.

The Unlted States Department of . ‘
Transportation assigns a safety ratlng of
less that ~satisfactory” to KLLM.

KLIM fails to timely furnish, or the Tariff
& License Branch does not timely receive,

written quarterly declarations that the ICC
self-insurance authority remains in effect

as required by Paragraph 2 of Appendix A.

-8 -




A.91-05-029 ALY/CEW/vd]

3. The application is granted, subject to conditions.
4. This order is effective today.
Dated July 24, 1991, at San Francisceo, California. '

PATRICIA M. ECKERT
President
G. MITCHELL WILK
JOHN B. QHANIAN ‘
DANIEL Wm. FESSLER
NORMAN D. SHUMWAY
commissioners

I CERTIFY THAT THIS DECISION
WAS APPROVED "BY THE ABOVE
COMMISSIONERS TODAY

' ﬂ‘.‘ifExb‘édﬂvo Director
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APPENDIX A
Page 1"

The authority of KLLM, Inc. (KLLM) to- self-lnsure
operations within Callzornla xs subject to the rollowing
conditionss _ .

1. The authority granted in this declsian is
effective only so long as the self-insurance
'authorlty contained in the Interstate Commerce
commission’s (ICC) orxder in KLIM. In¢., served
April 11, 1990, in Docket No. MC-138308,‘1,,
and rema;ns, in’ erfect. _ _

KLIM shall furnish the Tar;f: & Lxcense Branch
of this Commission’s Transportat;on Division,
each calendar quartey, with a written
declaration under penalty of perjury and-
signed by an authorized officer of KLLM that
the author;ty granted by  the ICC allowing KLIM
to be self-~insured remains in effect.
Quarterly declarations shall be submitted no
later than the 15th day of each April, July,
October, and January during the perzod this
authorlty is in effect. .

KLLM shall notify this chmasszon, in- wr;t;ng,
by letter to the Tariff & License Branch of
this Commission’s Transportation Division,
within 5 days of any revocation, reduction or
suspension of the self-insurance authority
granted by the ICC; or within S days of
assignment of a less than ”satisfactory”:
safety rating by the DOT. The letter shall
refer to this application and decision number.
KLILM shall also notify the Commission, in the
same manner, of the initiation of any ICC
proceeding which ¢ould result in an order
modifying, suspending or- revoking its self-
insurance authority.

KLLM shall not transport commodities within
California for which GO 100-L or any
succeeding general order requires combined
single limit liability protection in an amount
greater than $1 million.
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5.

APPENDIXMA
Page 2

KLLY shall operate within California only .
vehicles which. are owned by it or by its .

majority stockholders and which are driven bflfWifxfﬂ$

its employees.

KLIM shall t;mely and pos;t;vely respcnd to
any data request made by the Commission staff
in furtherance of any analysis. or
investigation. to determine KLIM’s contznulng
qualification as a self-insurer. Such data
shall include, but not be limited to, copies
of statements, reports and/or notifications
required to be filed with the ICC.

This authority is contingent upon continued

- maintenance by KLIM of a “”satisfactory” safety

rating from the DOT. In the event.a less than
~satisfactory” rating.is assigned by the.DOT,
this authorxty will be suspended until XLIM
notifies the Commission.that it has regaxned a
#satisfactory” rating. ‘

The Commission reta;ns the author;ty to modlfy

.or terminate KLIM’s self-~insurance
‘authorization if, at any time,. it appears to

the Commission that KLIM fails to provide

‘adequate accident liability protection to the

public, or if greater liability protection is
required in the future. as a result of any
revisions to General Order Series 100.

(END OF APPENDIX A)




